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1. 
January 24, 1942 

The Secretary went over this draft with 
Yr . Kuhn at the Statler Hotel in Cleveland 
at 4 p.m. today. 
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It ts a good and wholesome experience for any 

official rrom Washington to come here to Detroi t 

to meet a great audi ence or automob1le workers. we 

tn washington are l!!llCh too accustomed to think that 

we s1 t at the very center of the war errort. ror 

the past few weeks we have seen our Capital City 

become , in e sense, the capital of the worl d, t he 

scene of wartime planning on a world-wide scal e . 

The offi c i als and admirals and generals or many 

countries a re working together ln washington at this 

very woment, planning the military, naval, and 

economic strategy that will bring Japan and Germany 

to their knees . 

2 
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Yet all our strategy, no matter how br1111ant, 

cannot accompli sh its decisive purpose unti l the 

material s of victory have ro l led from America's 

assembly lines . All t he 1nd1v1dual daring and 

bravery or our men l n uniform cannot win t he war 

unless they e re backed by the mass production of 

the implements of war . The real heart of the war 

effort is I therefore 1 not in Ylashtngton but r ight 

here in your workshops and fac tories . The big 

push begins here . The great offensive against the 

AXis is under VJay here in your State of nch1gan1 

next door to you i n Ohio end Pennsylv~n1a 1 and 

wherever the sklll and energy o! workin& men and 

women are producing the weapons or victory . 
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You in this hall are 1n the tront lines in this 

phase or the war, and I am genuinely proud to be 

here among you today . 

This is not the first time that I have been 

privileged to visit the Detroit industrial area 

in recent months . Some or you know that I had the 

pleasure or attending a meeting or shop stewards 

at Pontiac 1n November . I came back to Washington 

!rom that meeting heartened and invigorated as 

seldom before . In that one evening I heard more 

sound common sense and more realistic judgments 

than I had heard in many meetings, in washington 

or elsewhere . 
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From that day I have been convinced that American 

labOr has been ahead or all or us in tts willingness 

to produce armaments to wtn the war, whatever the 

eacr1t1ces, whatever the consequences. 

There is every reason tor American labor to be 

out in the forefront 1n I ts understanding or the 

war and tn tts response to wartime needs. For this 

i s a people 's war, to an extent never before known 

in any ot the great struggles ot human history. 

This war ts a people's uprising against tyrants who 

are trying to push us back into the Dark Ages . It 

ts being .rought by the people and tt can only be 

won by the people's efforts, by your efforts . 

Upon your skill, your sweat, your willingness to 

dedicate your selves to war production, the ultimate 

outcome will very largely depend. 
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In the second place , this ts a war agatnst 

the enemi es of the free labor movement tn thts 

and every other country. Nobody needs to stand 

before any group of labor men and women tn thts· 

country to tell it what Fasct sm means . When 

the Blackshtrts bullied thetr way to power tn 

I t aly twenty years ago, when others pratsed 

Mussoltnt for making the tratns run on t ime, 

American labor instantly knew Fascism for what tt 

Yms. When Hitler crushed the trade untons in 

Germany, you of P.mertcan labor knew at once that 

he woul d crush yours tf he ever had the chance . 

6 
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Labor has never been dazzled by the military 

accomplishments or the dictators. Labor has never 

made the mistake or imagining that theirs was in 

any sense a "new order" or that their medieval 

tyrannies could supply us with any guideposts to 

our own future. Now, at last , the lite-and-dea th 

stru£gle has come, Just as the rank and !lle o! 

labor foresaw that 1 t would . As Hl tler said--

t ruthfully, tor once !--"two worlds are tn conflict; 

one ot t hem must break asunder . " We can tell him 

now that lt ls hiS world, not ours , which will 

break end d1e. 
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But there ts & third end still more compelling 

reason v:hy l abor has an immeasurabl e stake in this 

war. Labor In this country and elsev1here looks to 

a better world, a freer and a more secure future. 

Everything that l abor has fought for a hundred years 

to atta in will be lost forever 1! the dictators 

should win . Everything that l~bor seeks , for Its 

ch ildren and its children's children, ts bound up 

with the success of t he free countri es in the present 

struggle . 

I think I ctn describe those a lms In a very 

few words by telling you about a great pi cture ln 

the Grand Centrel Statton in New York. I t is a 

un ique picture because it happens to be the bigrest 

photo-mura l 1n t he world ; we of t he Treasury put it 

there to help the sal e of Defense Bonds ~nd Stamps, and we 
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made 1t bi g enough to cover an entire wall or the 

Statton concourse, so that everybody could =ae tt. 

But what makes me so proud or tt ts not i ts 

size , but its message and 1ts sptrtt . The ttrst 

or its three buge photographs shows an American 

-
!armer and his land, and the caption under tt 

says, "That we may de!end the land we love ." The 

second i8 a panel or children ' s races, with the 

c~ptton, "That these may race a tuture una!rsid." 

And the last shows a worker looking up at a factory, 

and under it 18 the caption, "That we may build a 

better world ." 
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Those happen to b8 the objectives or the 

Defense Savings errort, but they also happen to 

hA objectives or American labor, and they are the 

greatest or the aims !or which we are !1ght1ng 

this war. 

It may seem unreeling or me even to mention 

Defense Bonds to an audience in which so many or 

you have temporarily lost your jobs, suddenly and 

through no rault or your own, because or the 

change-over to war production in the automobile 

industry. I know what you in the Detroit area have 

been su!!er1ng 1n temporary unemployment, and I 

wish as fervently as you do tor the day when your 

plants will be back 1n tull production again, and 

when those o! you who are walking the streets will be 

back at your benches again. 
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Certainly I would never ask or expect any ot you 

who are in trouble to buy Detense Bonds or St8mPs . 

The country does not ask 1t or expect it ot those 

who must wait tor weeks and sometimes mQnths to 

start work again . We have a slogan at the Treasury: 

"Let's make every payday Bond oay.• ThEt does not 

apply to those who have no payday and no regular 

income. The Treasury w 111 never ask anyone to 

buy Defense Bonds it it means taking !ood !rom his 

children or clothing and shelter trom h1s !amily. 

The other day a Chicago advertising agency sent 

us an elaborate sales promotion plan based, !rankly 

enough, upon (and these were i ts words) "the 

traditional dread among the American people ot being 

held up to public ridicule and scorn. • 
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The idea o! this m1sguided plan was to label as a 

sleeker everyone who <11<1 not buy a bond. We replied 

that we disapproved and did not countenance anything 

ot the sort. We replied that we did not believe 1n 

the e!!ecttveness o! int1m1dat1ng Americans, and 

that 1! any such tactics were proposed, we would 

avoid them 11ke the plague. 

But !or those who do receive regular pay, those 

who have good jobs at good wages, there is a greater 

need than ever to "make every payday Bond Day.• 

You who are worklng in the Detroit ares have just 

seen with your own eyes what a great economic 

dislocation can bring . 

, 
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You have seen friends and neighbors hard at work 

one day and thrown onto thelr unemployment i nsurance 

the next, as part of the price ot preparing this 

country's factories tor war. You know that those 

Who have built up a reserve ot savings are better 

able to meet an unforeseen shock than those who 

have not guarded themselves against it. Isn ' t it 

better to be prepared in time? Isn•t it better to 

safeguard your fUture by setting aside a part of 

your earnings now, every week and every payday? 

Your country needs the money, and you need the 

security that these double-purpose bonds will 

bring. 

• 
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I am orten asked three questtons about Defense 

Bonds whtch must 1 I am sure 1 be tn your mtnds. '!'be 

ftrst 1s1 •can I get my money out' tr I need tt?" 

The answer ts yes--any ttme after stxty c1aya rrom 

the date you bought your bond. 'nle second 1S1 

:=;:;:::=-

"What happens 1f I lose my bond'Z" The answer ts that 

we at the Treasury have a record or every bond and 

1 ts owner; we can supply you w1 th another 1t you 

1dent1ty yourself 1 and we wtll be glad to keep your 

bond ror you at the Treasury 1! you wtsh us to keep 

1t 1n the sere !or you. The thtrd question tsl 

"Wtll I lose money on t hese bonds the way so many 

people lost on the Liberty Bonds?" n,te answer 1s 

that you can ' t l ose . 
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· · These bonds, unlike the old Liberty Bonds, are 

registered in your name . You cannot trade them ori 

the market or otter them ln payment or a debt . 

You will always get back at least one hundred 

cents on eve~ dollar, and the longer you hold them, 

the more they will grow in value. 

Moreover, De!ense Bonds not only help to pay !or 

the guns and tanks and planes that will win the 

war, they also pay tor labor, your labor. Every 

time you buy a $75 bond you pay t or the services 

o! a skilled worker t~r an entire week; every time 

you buy a Bond or even a Defense Stamp you are 

enabling the United States Government to pay you 

tor your work, and you are hastening the day when 
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our fighting men will be able to carry the war to 

TokYo and Berlin . 

About a month ago two or your brothers 1n the 

Dodge local came to see me in Washington, to discuss 

ways and means or hastening the conversion or their 

plants to war production. We accomplished something, 

partly because those two men had the initiative to 

come to my ot!ice , partly because or the t1ne 

cooperation or Mr . Patterson, the Undersecretary or 

war. But whet I shall always remember about that 

meeting ls the spirit that your representatives 

showed . I argued then, and I have said 1t tor 

months to everyone who would l i sten , that the only 

way to arm th1s country in ttme was to order the 

, 
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complete and immediate stoppage ot all automobile 

production, and the quickest possible conversion 

ot the plants. Your representatives knew that 

that would mean immediate unemployment tor great 

numbers ot men; yet when I asked them how they felt 

about it they answered, without a moment • s 

hesttatton, •we can take tt; we want tt done.• 

That was Just a sample ot the spirit we at the 

Treaeury have· found among Amertcan labOr ever stnce 

we started the Defense Savtngs program. It ts a 

sample ot the spirit that the whole country has 

discovered tn the weeks since Pearl .Harbor . It ts 

the spirtt that ts going to win the war. 
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I said in Cleveland yesterday that the pioneers 

who settled this Middle Western country did not 

let danger or hardship !r~ghten them . They regarded 

every danger as a challenge, every hardship as an 

adventure. That is the spirit with which you are 

meeting this crista, the greatest that tree men 

have ever undergone . 

You workers o! Detroit are tn the !ore!ront 

o! the tight, and you will see tt through until 

the tight is won. 

• 
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I am very happy to be with you in 

Cleveland this afternoon, because this great 

city, tar !rom any battle line, is one ot 

the places where the outcome ot this war and 

the future ot this country is being decided. 

Here ln the Cleveland area you have a 

great concentration ot the forges and the 

assembly lines which are America's real front 

lines at this moment. Day and night your 

industrial wheels are turning, your hammer~ 

pounding, your fires burning, your workers 

toiling, to wln the war. You in Cleveland are -
showing what our tree people can do when they 

are aroused, and I take my hat ott to you . 
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You and. all the others of our 130 1111ll1on 

people have begun to speak in the only 1anauage 

that tyrants understand. -- the lang.:::c;c ct tanlal 

and. planes, guns and. ships, and men with the 

courage and conviction to carry that message 

all the way to Tokyo and. Berlin. 

What has happened., I wonder, to those Who 

used to say that the pioneer spirit was dead? 

Th.e pioneers who opened. Oh1o did not let danger 

or hardship daunt them; they regarded every 

danger as a challenge, every hardeh1p an 

adventure. You tn Cleveland have not lost that 

spirit. It is alive and strong, here 1n your 

State and in every State • . 
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Already we have answered the Shock 

of Pearl Harbor by dedicating ourselves to 

the greatest job that ever confronted. our 

country. We have shown that we can tate 

marching orders by accepting and. applauding 

t he great task the Pres ident set for us the 

other day, t he task or making such an overwhelming 

number of weapons that the Nazis and the 

Japanese w111 be utterly unable to match us. 

If any turther proof of our determination 

were needed., let any or our enemies look at the 

msgn1f1cent response to the sale of Defense 

Bonds and. Stamps 1n the past few weeks. The 

total has now passed. three billion doll ars, and. 

the response in January has set new recordS in 

every direction . 

• 
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Whatever tlest ~ be glven to us, we are 

going to surmount lt. Whatever hard.sh!p may 

be ln store for us, we are ready to take lt 

and glve it back to our enemies a hundredfold 

until victory ls won . That was the pioneer way 

1n the old Ohio days; that is the American way 

today • That is the way we shall keep rat th 

w1th the pioneers and with the promise or a 

better world which they f oresaw. 

We have only just begun to fight; we have 

only begun to learn what this war effort will 

1nvolve. In the near ruture, !or example, we 

shall race a new challenge or a kind which I 

think too rew or us have planned ror or even 

considered . 

Regraded Unclassified
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'l'tlat 1a the cballenp ot penng tor ttle ar. 

It will come tlrat on U&rch 16th, when tltteen 

million Americans will be called upon to P8T 

income taxes tor the waging end the Winning ot 

this war. It will come later in the payment 

ot the vastly increased war taxes whlch we 

shall have to impose upon ourselves in the new 

financial year. I am confident that we shall 

meet those new requirements, and any requirements, 

without tl1nch1ng. We know, as I have said 

be tore, that 1 t' s a million tlmes cheaper to 

wtn a war than to lose one • 
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Tb1B 18 DOt the t1M for M to d1BCU88 

the new tax program. The President bas said 

we must have _n1ne billion dollars in new revenue. 

We have no more right to tall short ot that 

goal than we would have to tall short ot the 

President's announced goal ot sixty thousand 

planes and forty-five thousand tanka in 1942. 

It will produce hardship; ot course it 

will. Since when have the American people been 

daunted by hardship? It is part ot our American 

tradition to !ace the !acts, however harsh the 

!acts ~~~~cy be. You know • without my saytng so. 

that we cannot divert halt ot our national 

income to war production without "d1slocat1ng• 

our economy !rom 1 ts customary routine. 
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• 
• 

YOU knOW, without II;)' SqiJll 801 that we :tt 
cannot spend forty b1111on dollars 1n th1s 

year 1942 without •dtsturbtng• ordinary business 

and ordinary l1Villl· You know, too, that we 

.cannot Ught and win a l1fe-and-death struggle, 

a war that encircles the whole planet, without 

discarding old habits, old tears, old nottons 

of business-as-usual. 

We are, however, entitled to lay down 

just this one premise: that whatever hardship 

may be tn store, we shall face it together; 

tbat it shall be distributed tatrl.y and bOrne 

b,r all 1n their fair proportion, tn accordance 

with their ability to carry it . 
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.And that brings me to the chte! SUbJect I 

should like to discuss this afternoon. 

This Administration has .tried hard tor 

years, and with a good deal o! success, to 

remove tax injustices. Such inJustices are ot 

two kinds: those which permitted some to escape 

their !air share ot tax payments, and those 

which bore down too ~arshly upon certain taxpayers. 

For eight years at the Treasury I have fought 

against the remaining vestiges of unfairness 

on the statute books, and 1n almost every one 

ot those etght years Congress has closed some 

loopholes and enacted some remedial provtstons. 

' 
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In the Revenue Act ot 1937 there na a 

Whole aeries ot reforms Which made it impossible, 

among other things, tor anyone to escape 

taxation by incorporating his yacht or country 

estate, or b.v creating a personal holding company. 

These devices have now been outlawed. Since 

then the struggle to perfect the statutes has 

gone on without stopping. 

f ~ Now that we are at war, the tight becomes 

more necessary than ever. The President has 

spoken again and again ot the need ot making 

our taxes not only effective but equitable as 

well. Only the other day, in h1s Budget message, 

he repeated that •a ta1r distribution ot the 
• 

war rurden 1s necessary tor national unity.• 
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war knows no avoidance. As the President 

said, "When our enemies challenged our co1.mtry 

to stand up and tight they challenged each and 

every one ot us.• Every one ot us has a direct 

stake in the outcome ot this war, and each ot 

us met, theretore, pay his !air share ot the 

cost. 

Yet I am sorry to say that the present 

tax structure still talls short ot the requirements 

ot equity and the insistent needs ot a nation 

at war. In spite ot all our ettorts ot recent 

years our tax laws are still weakened by 

loopholes; it is still possible tor a tew thousand 

individuals to escape their !air share ot the 

burden and to pass their share onto the shoulders 

ot the rest ot us . 
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I asked our Treasury tax experts the other 

day to compute the total amount or revenue that 

had to be passed onto the shoulders or other 

taxpayers because or the existence or loopholes 

in the law. The answer was almost a b1111on 

dollars, about one-eighth ot the entire receipts 

trom income tax in the fiscal year that ends in 

June. How can the war etrorts or our people 

reach their peak level until such a situation 

has been remedied? Can we be sure or getting 

the maxiiiiJID response trom everyone unt11 

everyone teel8 that the tax laws are as !air 

as it is humanly possible to make them? 
/ 
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1D wart~, when we are ctratttuc J0UD1 

men to fight and risk their lives for their 

country, any spectal privilege tor a few 

becomes inexcusable. 

So that you may know exactly what I have 

in mind, I should like to turn now to !our 

specific examples of tax loopholes -- and I 

could name a great many more than four --

which have been allowed to remain on the statute 

bOoks at the expense of the majority of our 

taxpayers. 

TaX-Exempt Securities 

Tba first is the continued existence or 

tax-exempt securities. At present, as you know, 

the interest from State and municipal bOnds is 

ex-.pt from Federal income tax. 
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Th1S provts ton gtves wealthy taxpayers a 

possible retuge, not from some Income tax, but 

from all Income taxes . No matter how much 

money may be needed tor the war, no matter how 

htgh the tax rates may be tor others, a taxpayer 

ts not obliged to contribute anything 1n th1s 

hour or hts country's pertl, tr only he can 

arrord to lay hts hands upon a sutttctent 

amount or tax-exempt secur1 ttes . 

The Federal Government last year took a 

ttrst step toward remedying thts sttuatton by 

stopping the tssuance or tax-exempt Federal 

securtttes . 
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JIOW tbat we are at wu-, DOW tllat tile re'f811U 

needs of tbe OoveraeDt ban 80&1'84 bQ'oD4 all 

prevtoua concepttone, tt 11 h11b t1me, 1D ., 

op1n1on, to tax. the income of State aDd 8.UI1c1pal. 

aecur1 ttea - not only the tncome from future 

tasuea, but also the 1nco~~e from those 1ssues 

now outatand1~. 

The existence of this loophole coats the 

Treasury, at present tax rates, about $200,000,000 

a year. 
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Co 'P1tl frOD!rtl 

A second source of tax dtscrtminatton 

exists in the nine States having What is called 

the coJIIIIWlity property system. In a 

coliiiUDi ty-property State the law a&8UJ118S that 

the income of the husband belongs e_qually to 

the husband and wife. Yet since the hUSband 

has full management and control of the Whole 

income, he is, in practical effect, 1n no 

different position from a husband 1n a 

non-coJIIIIW1i ty-property State . Both of them 

have the management and control of the tncome 

and in bOth cases the 1ncome 1s devoted to the 

family purposes. 
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In a COIIIIUJii ty-property State a husband 

-.ho earns a $10,000 salary is allowed to report 

only $5,000 ot that salary as his income and 

his wl!e may report the other $5,000 as hers. 

The two ot them together w1ll pay a total tax 

ot $965. In the thirty-nine other States , 

however, the husband who earns a $10,000 salary 

must report that salary as his income and must 

pay a tax o! $1,305 on it. Thus the married 

c itizens ot nine out o! ! orty-eight States are 

able to escape their !air share o! the load at 

the expense o! the married citizens in the 

rest o! the country . 

Regraded Unclassified



- 17 -
36 

The existence ot th1s community-property 

tax pr1v1lege costs the Treasury, on the basts 

ot exi sting rates , about $65,000,000 a year. 

Separate Returns tor Husband and Yi!e 

The removal ot th1s community-property 

privilege alone would .not, however, reach a 

still more widespread torm ot avoidance. I 

refer to the method ot separating a husband' s 

and wtte•s investment income -- as distinguished 

from the income they get trom salary and wages 

in such a manner that two families having 

virtually the same economic position pay vastlY 

different taxes. Under the present law, it a 

husband and wife bOth havs investment income, 

each pays a tax on the separate tncome . 
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Because the incolll8-tax rates are progressive 

-- that is, because the higher the incolll8 the 

greater is the rate or tax -- a tamily in which 

bOth husband and wite have investment income 

pays less tax, in many instances, than a tam1ly 

having the s&lll8 amount or 1DCOIII8 all ot 11h1ch 

is received either by the husband or the wite. 

Let us take the case ot l married taxpayer 

tn the upper brackets having a $100,000 income 

!rom secur1 ttes. UDder the present law he 

would pay a tax ot $52,748. But it he gives 

halt ot those securities t o his wtte, he will 

pay a tax ot $20,926 and h1s w1te will pay a 

tax or the same amount. 
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This couple, at the cost ot a moderate gitt 

tax, has thus secured a perpetual reduction 

ot $10,896 in its income-tax liability under 

present rates. The loophole could be closed 

and the untaimess to the great mass ot 

taxpayers removed by taxing the investment 

income ot each married couple as a un1t. 

38 

The use or separate tax returns tor the 

investment incomes o! husband and wite costs 

the Treasury, on the basts or present rates, about 

$260,000,000 a year, 1n addition to the revenue 

that is lost because or the community-property 

tax privilege. 
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Percentage Deplettop 

The ttnal loophole whtch I ab&ll mentton 

this afternoon ts one against which the Treasury 

haS struggled tor years without avail. It you 

use a machine in your business and that machine 

can be ~xpected to last tor ten years, you 

are permitted to deduct each year tor ten years 

one-tenth of the cost or that machine. Because 

you will probably have to buy a new machine at 

the end or ten years, this deduction is a fair 

and reasonable method or allowing you to 

recover your capital. Needless to say, you are 

not permitted to deduct more than the cost or 

the machine. 
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a.tt you ~ be eurprtaec1 to learn that 

this 1s not true ot mines anc1 oil wells whose 

owners are permittec1 over the years to deduct 

tar more than the amount ot money which. they 

have put into the property tor the conduct ot 

their business. The so-called percentage 

depletion provision of the tncome-tax law allows 

these companies, not simply to deduct a 

percentage ot the cost ot their well s and mines 

each year until the entire cost has been made 

good, but to c1educt an arbitrary percentage ot 

their income indet1ni tely. An oil company 

which may long ago have recovered tax tree many 

times the cost ot the wells Which it is operating 

' is still permitted a deduction ot 27 l/2 per 

cent ot the gross income !rom those very same wells. 
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The allowance ot percqtap depletion 

coats the Tteasury, on tbe 'bull ot extetlng 

rates, at least $80,000,000 a year. 

I bave pointed out tbe 110st glaring 

examples o! these loopholes, but there are 

others, all or them un!a1r to the lll8ll7 tor 

the advantage ot the tew, all or them darlgerous 

to the unity we need to w1n th1s war. Perhaps 

the Alllertcan public bas been 1ncl1ned to shrug 

1ts l!lbouldere at the detects 1n our tax laws; 

yet they are not small matters, e1 ther morally 

or materially, nor are they matters beyond 

the control o! the people themselves . 
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It baa been d1tflcult untll now to 

correct our tax laws because taxpayers have 

been too few and too 1nd1tferent. untll the 

great body of Alllertcan taxpayers becomes 

thoroughly aroused to the inJustices which 

have been J.ett on the statute bookB year attar 

year, we cannot expect to correct ths laws. 

The remedy lies in your hands as taxpayers. 

'fe Americans can be proud of the unity 

that has been shown by all sections of our 

people since Pearl Harbor. But national I.Ulity 

1S a precious thing. It will be subJected to J 
many strains in the months and years ot trial 

ahead. · 
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For this reason, With your help, I am gotng -
to tight tor the speedy ~moval ot any detects 

in the tax laws which may tnjure our national 

morale . 

Ye need nine billion dollars in additional 

revenue; I should like the very ttrst billion -
ot that amount to be obtained by closing the 

remaining loopholes. It this ts accomplished 

tt wtll be a contrtbutton to the tinanctng ot 

the war, the morale ot our people, and the 

vtctory ot our cause. 

-oOo-
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Secretary Morgenthau Speaks to 1,000 Saturday 
Civic MeeUng Will be Held 

at Statler 

TilE m•n who It rttporuible for pro­
n~ritll tht vu\ u~ronomieal dollar 

tlpm 11~1 for thlt toUntl'Y"• d~ 
ftoM ed uldmatt pro~eNtlon. of too 
d;a.y'• Armaattdoo will bt in Cltvelat!.d 
SaturdaY oooa tOt oc.e ot tM few public 
..w.- ho baa ....SO ola .. ho bu ~ 
ftiiDt a udoaaS fta\1.19. 

Ht it HtDJY WOI"'f:Dth.lu, Jr .. ~ 
UIY .r tht t.reu.uy - con6cla.ftt ol 
PI1!Uitst Roolt\'tlt. dln farmtr ud. 
OM of tbe Uzdttt worlrirll public ofti­
riall th\J ('OU.Qt.ly u. "' ...... had. 

Sa.twally the 111b}ec:t of Mr. MOI"Ct'l'!­
thav't addml wUl be .. TuM." 

).(OR tha.n 1,000 Cm1tJ' Clevetanden.. 
reprtetntint tbe cr• tee:t.lon of tbe city, 
wiU be prf'ltllt •t Hotel Statler Sau1,.. 
day noon to heat d1e ~m•.r>' of the 
Treuury. All momben of elvle Ol'ltanlu· 
tioa• wue Invited to attend dilt eity­
wide mettlnK by tht City Club, original 
tpontOtt of tht Mor1tnthau meedn~t. 

Mayor Frank J. Wutche willlnt.toduee 
tht tpuktr and Ptt~ldtnt Albert 1. Corn• 
IW"f'tl o( the Ch.y Club will open th• 
mttdoc whh br!.f rtmarU. 

ISDUATIQAIU: WOIUC£1l 
Stcrttarr Moratt~thau it Dot kDotm in 

Wulliqt.OD .. a pa.rtlallarly "eolorfW'" 
perwo whit u.u.eru-. or adiou 
·•auU _...·• ta tha.t tttminz: capltaJ4 

Rather it he ~arded N a ptrtOn who 
lt a.n indefatl~table worker who II Inter· 
ested more In settinJ tbin11 orculnd 
and gettina tbinp done, than taUrine 
about tbem. 

The job at h.and is more impottaat to 
him a.t &DY c:ivtn tiJM t),an uythloc -· Be nntr h .. bten bown to ..0 PI"' 

(Co!Uu.-1 .. ,... I ) 

TilE CITY CLUB PR.I'SENTS 

The Boaor.We Beary Morpathaa, J r. 
SKNt.ry of the TrMw:ry, who wU1 ~ 

Taxcalioa ia Wcu on-. 
Hot•l Stetl•r Bt.ll Room Tic.ket. SUO J e:nua.ry 24, 1843 

Lu.ocboo MrYed beql..ooiog at ll:4S a. m. 
All ReMrntlona ahould be pldud. up Ol' pa1d for by s:OO p .m . Frid•r 
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Belietle It or Not 
LMt Saturday's FOnlm wiLh Senator 

Robt-rt A. Taft the btadJintr WN 10m .. 
tb.lnr ol ao t'\·tnt - U!d )'011 know why. 
Tbe Seaator wu ill rood form ud the 
auditrlte a1lo. With $ec7twy ol tbt 
1'rfouuy, He1U7 MorpDthau.. Jr.. fol· 
lowitls lUJ .-M. • ethinlr: that Chlrmu 
\\"ftldell Falcraf is ftltitlfd to tab a 
bow - t•o bows. 

Whtn Chsinnu Andrew Pa.nrratt ,,., 
Cityun <ieorte (llarry Payer) Hohn• 
~me into tbe dialna; room lut Thuttday 
noon, he kne• that aometlme thtre 
would b~~ov~ to be a City Club Show. 
Thll'l tbe onJy otta.sion Coorrt letll a 
cll•ntt to uhlbit bis talenta u OJtt o1 oor 
belt a.cton- and wt mean t.altnta. . . . 

. . . 
Here's one we'll sell c:f!tap to Clt,Y~tn 

P.~·Pru Marctilus {Divvy) Df!Vauchn. 
Cat)"&eft Howard Bum1 of his Rrm 
travela about the c:ount:ry 10 mueh thlt 
it could be 11aid that the other nw1n In the 
offie.t have no lime to fiddle while Burna ..., .. . . . 

Cityt('D R. C. (Photocra,phs •hilt you 
wait) llaUnioa U)'S that the P~t 
... - ~tom • em- .,.,... .,., .,. 

. . . 
See where Cityz.en Art Gtnthott.• C 

ttrbury Golf Club It coln1 In for 10 b 
t.hJnc betides eolt u utu•J. L&tt Suo-. 
f:z.p...,. Rusoell (P .O. •:dltoriol v,·~ 
Weisman -:poke to the Sunday d.lotn 
"F1n.and.Qt th• War." That'• ...,_ :_ 
u.nce from the 19th holt. . . . 

. . . 
Cltyun JOlt. I,., Untttnal RtvtGIIt) 

Heffernan doesn't lUre to l'flrnlnd 101 
that Mareh 16th iJ ~Ina, but ht wi:J 
ttll yOu that. Groueho Man: h .. 1 boGt 
whleh may alleviate your w!'trina. Tbt 
book k ea.U-ed ' 'Many Rappy R.ttunai' 
and W d8aibed by Grouet.o • '"Tht l6!s 
ol Man::• . . . 

Cityzm M. J. Reictn thtab tMt c.­
ced.ing tbac. c.he SOftl' " I woulda't be 1 
Jap lor a!J tbt let. ln China" .... , olct. 
more fooli.1h it the man wb~ at a frltad'1 
hoWM!, hisaed a Japane~e prtnt. 

• • • 
Crea.t rejoiclnK In cho dininc room, 

eepecially at the Sanhedrin T1btt, lilt 
week. Cityt;en frank (Doe} Papa, ooe 
Of the rtr\lllrt. f1ltUrnfd aft.t:t a Mm 
illtl.e!lll. 

Calloed to the anention of ow tire 
ratioMr, Cityz.en N'onnu (Tbt A41U­
abte) JVidlbaum is u. ad Ia • Sao Dilp 
....,.,.,, ··c..~~emm would lib .. 
meet &ttnc:ti ... )'OUOI biOftdt tritll f...r 
cood tires." 

Rtcallecl tO our mfmory by thll ud 
that: 

H.ELP TU£ H&LPU::U 
"Help the Red Croa"- 1uro we dol 
"IJe)p End Cancer"- me and you.. 
"SttuS to Britain"- >'•· tlr, yt~l 
"Tubereuloeil"- we-ll, I ,.u.l 
" Local Wtlfa:r.''- woa't NY No­
"llelp the Bllod"- '"""• el>ad<. p i 

''Picht the Nazis"- I 'm for' W 
"Bel:p tbe Orph~m''-Mn't ftU' Wtl 

Ta a c tTr • 
Secret lll')' Morgeothau, Jr. 

(C07'1hlutd/roM JH19C J) 
sonaJ tiOO' and bll r,ut athievemenu are 
on.ly rtwUill of pen lttnt work. It u .. ld 
chat be aetmll mort than a little bothered 
by the atLentlon be &e\.1 in WubiArtoo. 
lliJ rule of artloo bu been to let otber 
PfOPI• hue the pr.S.. lt It wD.l btl,p to 
I"' a pMct ofw«k dooe. 

T"he .oo of • rich mu. be .,.. Df'Vtr­

thtiNI btoqh\ up to cany his OWD 
~ilitka. IDake hia OW'D ca.ret't. 

Sn!'Dfll) A.KHITIICT\IltE 

He eat~ Cornell Unh•tnity tO •tudy 
artbiUtture. but rravltated into the 
•tudy of arrfo&lturt. Tbt ori!Snal intent 
on vchitec:turt wu to prepare him for 
~k In downtown Ntw York rttl estate, 
owned. devttoped !Lnd operated by bit 
ra.ther, Henry Moraentbau (the $~year­
old former amb .... dor to Turkey who 
dOM not like to be t:alled Senior). 

In ttll l.iOI'ffll.t.bau Jr. bou.a:ht a tn.d. 
ollatld in Dotm. County. New YOI'k, 
int~t oa m.alciq f~ hillile work. 
Althour:,_ 1M at:ud.Md acricul uue in eol· 
M-re he did noc. become c.borw&h!Y Mid 
oo it N a ('&Nit!' until ht tptnt a tummtr 
oa a Tuu raacb. recuperatina irom u 
ilJ.Ma. Thtttafttr be toured tbt country· 
aide in a Modtl T Ford Jookinr for suit· 
able ltnd to develop. 

This farm be bouM:ht Ia today a 1$00· 
aC're money mnklns: propotitjon dealinc 
m.Jaly in frultt (apple.. etr•wbtrries and 
rU;pberriM) with fat.tle raillinr and milk 
pr6duee a tteOndtry lin•. There are 100 
b~ad ol llobtelnt and J~ 01:1 the 
farm, 50 or the ~·r milke:rL 

Two \ ' E.AitiiN TuJU:EY 
Btlor. ht Mttltd dowa to fa:mio&" 

.Mottftlthau Jr. • tot with hit lac.her to 
Coaatantinople • b«re H IPtDt two yean 
ud wu prwnt diU'inr tbe dn.m1tie 
sbtlllnr of the O&rdtMil• i.n World 
War I. WMn ht t'alnt bade to this 
tauntry M wtnt lato tbt U. S. N avy, 
rommisliontd a lleut•na.nt. In April, 
1916. be mArried the former Elinor Fat­
man. 

Wbe.n the war wu over ht Mttled 
down to hla dirt fanntac, doinc all the 
marketin1 hlm~tU and w.pt'l'Vitinr the 
(arm. In J tz2 bt pt.ll'ehued the A Mb'ko• 
A,-tn.Z.tJTUt, oot ol the t&rl-'-t A.merie&D 
ft.l'm paper. &Dd be eoctJnutd to pubUM 

it untU 1134 - wbtn be becalft4 MCf'to. 
ta.ry of tbt trtawry. 

l n 1829 ht wu namtd by Cov. Ftuk­
lln D. Roottvtlt of New York. clut.lrauu-, 
of tht r ovtrnor'a Acrleu.h:ural Advilory 
Commt.lon and In 1831 ht wu appotnc .. 
eel Con.etvatlw CoMJniaionl!:r ot tiw 
auw, ha'l'lnc jurildiC'liOD over •t.aLfi 
Ianda and for... .U.t4 parb,. aq and 
r ame aed wat.tr J>Oti'W, ln thil J*ition 
be diN«tct tM tvly .up. o1 the .c:ate•a 
mUUoe acr. rtforntuion ~ 

Upoa tltt lDAUC\lf'&tiOD ol Prtwideat 
RooNvtlt ht..,.. appointed <bairmao of 
Ute Federal Parm Board and wu torfto. 

mlaioned to r.orvaniz.e and C'OmlOI.id•t. 
rovemmtnt f111rm ltodirt¥ aaenda. When 
tht Farm Crtdit Admlnl:at ration .,... 
ereat.ed he wu ruuned head of that 
areney. 

Mr. Morrentbau wu eleeted under. 
IM'<!N!tary of trtuury oa No\•ember 17, 
19SS, and du. to tM illness or the Late 
Secret.ary Wooctin he •N named uda.c 
IIICfttat)'. Wbt11 N:r. Woodin n.5ped 
on January I, 1134, )b. llor&'ftlthau 
wa appoln* lltC'm.&ry ol the t:tus~uy. 

A'$ f..AilLY R.tSER 
Hts lift oo the rum made him an early 

n...t and today In Wuhinctoa be rHa up 
at 6:30a.m. 

Dee:autt of thla habit or early rislnac M 
alao lik• to teo to btd ttrly, Wben be ill 
ac. hla Outh(IM County Farm the See~ 
tary 1.1 r eneraUy In btd by 9:30 p.m., 
ofttn »t 9. 

The 60·yur.old SftrNry prefers the 
eompaniOMh(p of hit family to visitors., 
Ia a voneloua rMder ol Dt1fi'5J)apers and 
tbe Nn6 )'trt fllwa. published by W. 
dilldhood fr4otad, Artbw Ha).., Sub;. 
btrpr, k Oot of lilt favorite cbiliea • 

s.td8 .,.....pen tbe Sectewy ;. • 
devout ,..., ot cfgfttiw atoriet. is i:a­
lmMiy tat~ in tbt aetiritiel of tlM 
Secrtt Servlc. and tbe di.e:ereru othe.r 
poJiclor depa.l1.rntftt8 tbat come und"r 
bls dep111ment. 

Cuual ~~oequalntan«'!! do not. all know 
that. the Steretary hu •n excellent ~M& 
of humor and lovf!' to kid and pu.n witb 
immedJate mtmbf,n of bb: family. 

When he wu lnc.uvi.-·ed two weeki 
alttr he took omoe bt had this to A)' 
about hil dtpart.me.nt: 

(Cooll- .. - 4) 

Regraded Unclassified



• TB& C I TT 

s...-retary Morgenthau, Jr. 
rc_,,,.._.,,.. 110¥ .t) 

'"Tht T rtuu.ry Is tbe poant. ol atl 
po.au, wlw!re tM 10\'muntet aad the 
ritluru~ tome tiOIIIII'- toc.ttber .• The 
T,..,..ury b 10t~IC to be 'U? •n t~e lftter­
e.t or """' tllt&tn ud l'o'llb ft~rntiSS to 
all. 

''Ttl• print'iple 11.pproaeb ia that all are 
to he ttf'ltted alikt. SeiU.h -.·ealth has 
l~n •llowtd to evade Ill obligatiOM to 
thfl tom moo • "tlfiLNI for the !Ql timt. 

Howevtr. hil ~talfwe S. a..,. 
Wid. tM viet COCIMII, added toiDI 
n.planalion1 to the lllddut and w. i: 
ter iS prin ttd htttwtt~: 
Dear Mr. IAJrtrty: 

I have rtUi.vfd a fOmm.unlc.t'oo. froca 
the Emb..,.y In which tbcy ln!orm.ct me 
that when the Prime M inUter teen w. 
fttter of r~ret. that ht Wq \Utablt to 
u~pl your kind Invitation to tpeai; 111 
Clcvet~~r~d, ho did not a ppree!ate tbe fact 
that the Cleveh.nd City Club .,., tbt 
organir.•tlon whtc.h h•d Mnt bim tbt 
reeordlnc of the 10n.1 from IMl yeat'a 
Anvil Revue, "I am an •~n~elilhmaz~." "A II t hoc •kill of Ita devtt lawyt;ts is n.ot. 

r oln1to do It any rood now. T he special 
prh'IIW d-tn thill C'QYnt.ry is a.bolidled, 
.110 far u the T~uur)' ill C'OOoett~ed.. •• 

The Prime Mln1s~r hu .. ked I'IM: to 
let you lmow that ht vtey mutb ~ 
ciated not only your kind~ in M04i.1ac 

Thia wu oot a polit:ical proooun~ him this rteo«l but atto tbt MOti:mtaa 
nM"ftl buta.-a.t..tmtotolamu'aiiOdal which prompt41d the tndu.diq: (II t.w. 
eu~look. ~ in Mr. F'riebolia'a ~ 1 woaN 

Uti ~ere tMn it a pi~ to bt p-attf\ll If you eoave, to Wr. f'rit,. 
u1 td:p.te. bolin t h e t 1u D k • o I a& r • WIG.tc. 

With Dee1> Regret 
h -. with ftCld that the Club an­

II<Kin<ed abollt lO days aco that Wino 
1t+n (V for Vlctwy) Chv.rchill. p~ 
eon~~ul u ttll.OfdJnary, eould not appear 
bf'fortt tht City Club. Jle bad oth~r pre. 
lnt "n.RIICt:mf:nt.s. 

Chwdrlll and hlo lood wlo1>4o ,. ,.. oll 
for 194.2. 

l al.o take thil opportunity ot ~ 
i:rlc aimilar lfMt:iop to you ~ 
and to the Club pntnlly. 

Your~ainc:tl'f:ly, 

(Sia'Vd) f:. J, OtStKI!I, 
IJrft iAit Vb Co,.,..J. 

COMING! 

WILLIA"I L SHOli!R 
Author of ~·Bulin Olary" 

IBDWAilD R. "IVRilOW 
Chief of C. B. S. Eu.ropMn S taff 

• • tho. PUB U C MUSIC HALl. 

"II' EDNESOAY, FEBRUARY 4, at 8.30 p.m. 

Spo~ by Radio S tation YCAR 

All Sto•w R~t:d - SO «aU. 11.00. I I .SO 

Tl,.\;eu Oft Mle at &od Clothe.. '«'m. T•ylor s..n-. 
Kototr & Wooct.,. Publie lla ll Ro• ()f!l~ 

(',;1,,,.,. ..... ,. a~tu;. titb"' ,,_,. J. t..•• lr 

Regraded Unclassified



e. ' FIELD ORGA N IZATI 0:-.1 J\4'WS f:!;tter 
OH~i"SE SAV I l'IGS STAPF 

I ( l 'll \ 
,q rR EASU RY DEPARTMEN'r, WASHINGTON , D. c • . 

\.\"J.u<T 24, 1942 

' EM 

DEFENSE SAVINGS BONDS 
NAVY DEFENSE SAVINGS CAMPAIGN 

Ono ot a oor i oo ot opocial pootor o proparo4 b7 tho l aoy Dopartaoat 
In connection with ito Dotonoo Sa• ln&• Caapai~ now undorwar throuchont 
tho entir e organioatioa includinc ohoro ootabliohaonto, naYOl 7ardo aa4 
other e1• il1an aetiYitioo, 

Regraded Unclassified



:J(.ews .(slier 

tCU,JU'I ftADo.YlDI DII'DSI IOIID I.AU.T oa l aa-.r'7 U - tho tlu t 
of 1\l k!D4 s_a t he oows.\17 - waa a cna\ wcoeu. Ao4 .:~.ch of t.b.e ored.l\ 
tor 1 u wcot n proptrlr bt locc• to \ bat f• ov.• Bol1Jvoo1 e\u who "'' 
4611 la \ U uaclcallT aot her 4M\h, Caroh Lo•ller4, Wbo nturae4 t o hlr 

oat.t•• ' ' ' ' ' tiJ.Ol&llT for \bit • •••' ~ pro•.£ her aottlo •• a 
1
Ni.­

uto MaD' ~1 t elllll& • ore tbu $2,000. 000 worth of \o.a4e . 

raoooacmtu una­
J'OCW AlP xnxuo, a \ thto 
s~t• C.,ltol, la \~ loh\7 
ol t.M Clqpool lotel, at 
t'U Go .. .roor•o Mu..too &114, 
&rur tho blc ra117 10 tbe 
...... ,., • • , , ... lo41-.aa 
14of k llroo• , Mlu Lollbar4 
u4o patrloUc appeal•, 
sol4 "Doo4•, u4 re.odtrN 
reoMO unlce to the 0.· 
r.ou Sa• lace Pro~ ... r owo p:roa laeat Booohra who J1Ut10lp.tt4 

la the oor..oai oo on \ho l&WQ of tho 
Illd.tu. C.pt\ol , vbloh Mrbd. tb.t rahlac 
of tho n., vb.hb tlw fi'Oal \bl C.pl\ol 
4o•• ta Vaobiac\oa vb .. var "'' 4 oola_t·-'· 
r r• l .tt to rtchu OonTDO.r lchrtoker, 
Carole t.o.MH, Vlll 1. !ia7• u4 Kator 
hlll• u of Wla»polh . 

• • 

NOU 'l'llAJ 6000 a Udd­
e4 tbo t \ at.e, .. wlb rall7 a t 
Cd..lo f a'hroao.h. bpi'~ 
MataU•u fr• all or t .be 
•~to' • 111 ol\7 aa4 eoUD\7 
o.toa oo Sawl ac- to.alttoot 
Wd'l pt'U M\ .... 1 0.0 

c1Uu u4 cou.u .. lael:ad· 
lac J ort Va7ae . klu t.oalla.r4' • bMt tow, u ot la r co 4el erptloat • 

.,.SIC, IIUI!.UDD"! J.KD C:OLOt vue pto'tltod. \ 7 the la41e.aa u4 
Pw-d.u.o that,..r d\7 'bu.4t ; t .b CW.•or Ntlh..,.,. .t.ca4~1 • 4rva &a4 h.cle 
corp• : •UU~ ui\1 fro• f ort lpJu1o Barrhoo.~ .UOI"tcu t.octoa color 
f:\l&l'lh : a l arc• crou-p of n ewolto7 O.foa .. St._, Ml••n; ud. • IICJ'O 
cborv.o 41r.o\o4 b7 1lo74 Jon ... 

SP.UUI 1D.olwlt4 Will H. hrt 1 Booohr pr .. ldact of 1.ht MoUoa 
Picture P1'o41AC.Irt u.4 Dhtr1'ov:\4'rt of Uortca, vho pla.To4 u acUu pu\ 
ta ID4.1..,.1 , Ll\ert7 Lou drtno of Worl4 Vat I, •• head. or t ho St.au 
Couon of Defaoo; Conro.n Ben r . lsbrlsktr; Cerolo Lae\.!14; J9aU_ 
lJU1M, Chllt..r-.D of l1l41.u.a n.ft ll .. Sa• lac:• eo..Uht ; u4 Clu got .. 

lukua. n!n otor of b4.l&Aa o.t•u eo•cn. 
Caro le X.O.bard.' • oaU••lJ , .. ,b u ltlM wa• rotW"ll-lac ~ plau to 

Calttonla c-. &I a Cftubt loll h tlat Dotfutt S.d.a&l Proc:r"U • AI 

S.Or·t \UJ' Morcutba"4 v1u4 lallr lnlo\u4t 

1Vt a t \ht tr .. I'VJ fool \bat. •• ba•• l 01\ a real f 'r1te4. 
U4 hel per • • • She 4114 1D \bt ttr ...-let of btl' COUD\1'7•

1 

- s -
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a_,re•.otatl•ee or the 
School lnlr...at 1\\Dd. 
with Sta t e A4alai t \ ra· 
tor I owa N. Mi\l e 
( rlcbt) 4 e11• ar cbeck 
for a lla U po.rob .. e 
of O.t•••• loa4 t . 

Yba\ A TbrlllJ Maureen 
o•s.r • • a:o star de-
l hen a 1\.Up, pu-­
c.bua4 b7 a 7outht'Ul 
,.\rlot u4 a;.-te f aa 
a\ ' f lctor, Boose• . 

- . -

l l b • bu4 a ccOIU*Aln 
lo4(e ottlc.,-e to •Yto­
\orJ aou ••• where • 
larce \look ot lood1 lt 
pareblt.t for \be 
orcaat1atioo. 

r m (I tp RJPU L l!p!S At ' fiCTOJT 1511]1' 

ClrC\11 clovo. • l • pb&At, Mabwt an4 
ria& aa1\ er ao\e.r\a ta crowd.. Iota 
clau li.U h ehpbut'1 tr=k. 

Stup J.l\\UII t brlac ••llu &t llopt 
b41u t tru Albliquel'que . lev Mulco , 
who helpt4 celebre &• Saa\a Fe lall • 
rod !'ll.7. 

14war4 0, Al'D0\4, pre• · 
t4eot ot t h• loren 
1ottrt 1 ~114 •J7•al• 
tor p.~..rcU1" of De­
hue looh u4 S\upt. 

• • 

Pa ul Whlhaan at~4 Ill & 
!'bor. Ot"Ulad, t w1 ot 
\be -.AT celebrltle• 
a ppeart.ac a\ ' f1ctoq 
Boo.•• · • 

• 

Rea eaber Ptar\ Harbor 1 
!1117 Mituhw , wo\I.A4e4 
at Pearl Harbor, appear• 
wi\h Lta'- Daroell, 20th 
Ceatur,r Pos Mo• t • S&ar. 

• • 

Mu,p looa.l o.t .. •• Sa• lac• c-tu"' are oow a.rruciac ter tbe 
ua.;:\loa of 1 Dtt . .. • or • fte&of'7' bov..llt or thlr ova. Tbt t.,.ota l 
l.e&t.-tu .. Sec\loo ot Uae lattou.l De!eu a Sadac• St&tt h pr·epa.re4 
\o rea4e r a eel e\aace la cou.ctloa v lth the•• e1bl\lt a . 

- 5 -
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:JX....ews .(slier 
P• £, Mtp or 1IA!JI JSIP 1JII!J 00p CZ!p, tp tor 

oaot. lu ~••• Go4.,.ee4 to 
tbe frot\lor .... wbo trplfled. 
tbe O.ftlll loo4 Drl• • · . , 
,..,. t.rt, rr.a A. •ulil. 
Pl'tt14•t et tb4; D. C. loud, 
of 'hth1 at dao rl.Pt, 
!'honha Y, Owoo, c~bua 
ot t ... lo..,. of f'r.,, ,, t... 
, • •• lo .. c:..at.p. 

• • 

s.u.a r;, u ,aa,ooo wc:.n or -... 
J'II"SI BOlDS La leu \baa thr·M wo ... t 
fth was tJae aceo~~pU t-.l of Urao 100 
_. .. bar·llldp c-s. " " of tl1o Weela.Sttc­
toa .loaM t4 !ra4t vlllcll " ''"• :o.c ... 
\ ar 16 u4 lU'Oiar7 6 called. oa til t t400 
..._'but r4 thh orp.DhaUoa u4 ..,..,, , .. 
lT t oUcHed thet.r Dehau loo4 pvchu1 1 • 

APPIOJ'IUH PUILICI!Y -.rhd. tho 
l auchtoc of \he e~lp •• tho plotw1 
at tho l oft la4loalot. Zaoh of tho 
tlcM. r~ar heat, lnto wbtoh \be • •lltl'­
•hlp co.ail\tt i t t~b41Y14e4, wa1 ct•aa 
l h pro}IOrUouh •bat• of U•• 4.400 ta... 
4.1Yl4~.h u4 lint whlcb 'hloa.c \o tM 
loar4 aad coGila.t lts oftor\ t to tht e 
c;roup ud INOb u ... •hu of U~o loa.rd. 
• • U11 ••but of Uso , _. W Ul-1 U .IM 
\q • • • • 

- ' -

C':ba1.rwu. Ow• -.ho a U a ll Nlo. 
l4van lalt1 ontu ·t $!0,000 worth 
of D.teaso IOD4s . 

:1\(__ews .(stter 

!U''"' FXJI9 I.AL'!W!'L..!!' " I'D!" 

11 A ~VZ!I c.tJCP.UOI \ -c:lutac .1...,.,.,. u , lelt.taor• olUu•• 
u41t' \.bl t.e4udlp or ,..., l&lU.•n · -· :P.o.\ u4 hDISa.1 Mtrtcaa 
~·e a 1.r\.aka u loY .. \ ~ aour h :o.ru .. S\.U:pt aM JoD4t '' 
pilLI'C-II -..., o! .tM f .. CJIIIt \-.·hn Wilt 1tl thf: JalUMr. Plaa\ ot the 
Gl.na L. MuUo ~· Oricloallr, t.M" pa-put (la e-. YUh othtr 
E•n' ,.,.n tbr"Cbnt tbt cou\17) ba4 plaD:ct4 u ullcl\ 4ouUoot 
to • ('Qa4 tor tb1 JJVcbal l of 'boJI)af't ft\ &\ \ht nccetUoa of the f'r•.­
ut'To pb.At ware oh&DC.t aa4 t.ht cupaip rllrec\114 toW&rcb lAcrutlac JN.f"" 
cba••• of Detea.• • StatrJ)t t.A4 Jooh. 

TEll PW 01 TRI CWG'AlGI tollowt th.t ' Bactrttovo pe.Utr•• 
(I•• levt Le tter tor Jaauarr 3): 

J!dWJ• ft"'t.,.,ptJ' ca rrtert • a4n .rth1Ac tolloltort aD4 o\btr 
•PlOJ .. I qoator tht &alt tacb Moo4ar tor fO\V' ooattn­
U'ft Xoo4qt o 

TPu4el•· All woato• • orpA!aatlou qootor the Mlu oa 
c_,.u U • • 'kth batw .. o Y&rlou• cluht aM frat tnal 
CJ'OIIpl o 

Ye4p•t4ez• • School cb.l-14ra1 prluipalt , t .. ch.u·e u4 pa.r .. t .­
t .. obe:r C""P' \.akt O"nr. 

TJmreMn , Mllo •Ull\7 _,t.,. .. , , pl.uh0 lo:!"'l.t\rl u .... 
.Uh4. •-•rolal c~u .:poaeor thAI Nlu • 

lU.Mzl• MtrGbaoh 11\ up aaltt bootht lD .t.oru , J*-tll Ml• tf 
'"•Ill>• u4 atk ov.st ... n to tab ebuCt' b •'-P• • 

Setsr4fl• y4 bpfen1 t.h•trtt • co to \OWD1 ad wb4 ~p \bt wHk 
of co.p1UUoa.. 

! b.St It the pa\\tra. to 'bt tollov c4 each vttk for \bt fow ... kt. 

TBI r iRSf VIII ••• eallYtD..t ~7 tbt eppearaD.et of \ht ecr••• t \.Zt 
Dorott., r....our, who dent-' a 4a7 to appaarucu u4 \rid •44ru••• h ­
fort aaD¥ CJ'QUPI vcic.c tb.t J'Ul"CbUt of O.feoll BoD41 \hro\lCll pe.r\loipr 
t.loa lD ,.., roll •••lftCt pl . .,.... MJu r...ow sold. , .._.,, u4 ~ood.t a t • 
•pec.W 4epal't.tot t Urt booUa. •4• a ra4Jo \roe4cat \ frH • etore wla4ow, 
addrett t4 \b• ll..a1t Cl~. _,ok4 to worK.rt of tht 01106 L. Maz1 1a eo.­
l*.tq a\ \bt V • ll• r •lll~t all4 4o~1tOJ'7 Jut outtttl \ht c..,..., C1'0U4t , 
u4 d4.r•u t4 tl1.,..•• _,lor • .. a t tht ofncu o·t th41 a.. .. ,..x. u4 
Potaac fe1.,....•• CoaJIIUI'· 

rouowtac xtu x...ov•, 'f'i tlt \o Jal\1-.ore, St.ah .watahtra tor 
Yalttr •· b.Ui uportt41 

•••r •hU. bert t hoold hllp w0Dd.vt'Gll7 1D. pro411t1Ac a r -.p16 
acct leratloa of ,.rttetpatloa ta the ,., roll .. ~sac• ptaa. • 

Regraded Unclassified
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WHOLESALE PRICES 
.tU. COMMOCIITlD-'r'fMu An.Ma --- --.. 

-f- - - --· .. .. 
~ 

-"" \ ~ v .. 
' 

.. .. .. 
• - - - -- --- - - -- -______ ............. 

.. _ 
PWUBII 

------..... 
Atlanta, 
c.or, .... ..__ 

:JI(,ews .(stter 

taf gr w. "R' p mtt piiP IPlii9 ywrt 

la ..., otur ,.,., .. , all ht • nrr fw \aak1 ... ,.. .-un.t, ..a 
111 tbe followlac, m or .ore -"• aow hniac ac-ate1 i.IUIIU, CALl• 
J'(S.IU, MAID, 1110810&1, MliDIOif&, NllllSIIPPI, MOI!AIA, .. IUIPtllD1 
fJ'I JIUJT, IeatH WO!A, tl'fJ.I, OS! TOGUU u 4 YJQUIO, 

1. total or 11,ea1 beak• repre .. aUac 9• of t.b. 14, '711 b.tU•Uoa• 
la t.hh e.a t.-cor7 oU cUh \o t~JaUf7 -4 4ou 10 a • of :Dtc•kr 111 lN l 
eecor4iDC t.o t.be r.,or\ o~lhcl 'b7 t.U !r•nrJ'• J)bielu ot .. ,...,..,.. 
p4. 1\aU eU OI • 

AveC .tt.n ,...,.loa' • •U7 1a\o Yorl.4 v.r u. a Clll\_.:r tf U. 
1&J"MTI' laaJt 6 !rut ~ la Yad.aartUo, l..lid.i ... oall .. • Jut. 
Culdw L. l· Co& u4 • 14 1 

' I _., "\orrow all \U ••q TOO Y1ll t ... ... I 
vut to pU"obaM net••• Joa4• u4 1 wu\ to 1•"• '~ 
\o..._. •• eoovl\7 tor thh 4e'bt.• 

lit. Co.t pela\ ... " ' t.ha\ tt.toa eo Jcmb a.r·• r ·-cht.n4 la th ._. 
or tbt pu-oba1o:r, oaa.1t. 'be a n ip.& aa4 accor.!ia,cl7 1 ouut lit • •" 
u collahrt..l for a 1 .... 

' !'bd 1 ' .. 14 tM Jll&\rlot, ' l wut to • or\pet rq ~• 
for aU 70U will 1..,. •• ad lo.,. .. , 1 t all la .O.ha .. 
l oll4•• •• If 11\ltr wiat 1 tb• 'Ill Mu a.a4 not7\b1q 
olto I ba't't 1t l .. t. If vo wU, ., hcl•• ad. tunr 
wUl b t eat• u4 I bow I cu pa.¥ tbh 4tll\ 1a ..U 
•oatblr ~'•·' 

1"'-lttl \ 0 Ml' 
1 

\ b t l MD 'ftt i..-t41at-e17 anz'O't't4 aa4 & t'Q)­
•t.u.U al ... a4'f"UUt4 .. a ,_ l.Dt•n•' k oh • 

- rroa n. Veottn S.., ot Mt. '·~~ l.ll4~· 

• • 
• ..,. o.r .... ._, •• u rov .,..,.,. tuo t..,..tt4 ..- u. tt , .. , :• 

- Fr• OM ot ,._, ttrht of o.ftaH 1014 ••aar• pr.,.rt4 In • ...,.,.. 
,.,..,., ~ t.bo Pr .. • aeouoa, o.r .... ,._.,..laC• s~r. 

-·-
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P OILIC I!P £0! 111 

l¥r "era St.&\t £wu aAA Cltt r;,u t!ift!t.l wgyu 
ry 1eu ••tye Plu• 

b MU'JI:IOfA., )oDd. allota-.ate 
••tborlae4 b7 ttata ..,l07ttt Ylll 
bt turce4 Ottr to tbt Sta\t Capt­
tot Cre4it Uotoa whlob will 1~rrt 
•• • ~•todt.a of \be ~llotaaot1 
whit. •11a• tufftctau to P\U'Cibau 
lloD4t a.ra aow.\1J.auoc. 

I.e IJY fOil, Oo•tra.or Hn\lart 
t.llaa.D.o lawaoiMd. the plaa tt7 a v.tb­
orit tac the Statt Co.ptrollar 
lotQh '· o•.r....,.,., to allocat; 20$ 
of bh Mlar7 tor th pvcbu e tf 
b.ou • • 

f lc:ISMJIO, XlSSUSJJ'Pr All of ' 
to pu'Uetpeta, tht ••c•t~ U:.e rt_ Usa ch7 I 1!10 • Plt7tt t ba•t acraer4 
to ...,.,11 1~ la a-· roll 1 ret crowp ol tii9107Mt la tbat olt7 ,_ ...- AC• Jlu_. 

- 10 ... 

:A(__ews .(stter 
PpJLlC II PLOI I I S 

l£" e&Ufl I11St ll Per leU lutyt n .g e (C.O.U.ue4) 

f'(II!"WD, WD. !De .. tclpal .pt.,. .. , cr·_.lt 8loa h .-pMMr­
l.IIC t .bt ,.., roll M dact plu r..eect\7 auooaced. l17 Clt7 tr .. .,..,., .. 
JcM I .. CUMJ'I.ho 

SPIIJQiriJ1J). MlSIA.CilJOftS. Plut tor t.b 1*1 roll ••lac• P"OVU 
wert dtttlo,.t btra to c o-optrattoa wltb offt~art or \be total Chapter 
of S\ah, Cl\7 ui tow •plOJ .. • whle.b ~· 'Cilld.utaku to pro.oh \bt 
pl.-. 

ntlt uO ORAID 1\APlDS, MlCRIO.U. 

CIIAt 7ALLS, MOrtAJA, Cltr Tr .. ~•r Lo7t Atbtoa report.• •lrt~llr 
1~ ,..r-UclpaU.oa la a plu t.o wbte.b th.t a1.alau. allot.aot h U.26 • 
·~tt. 

J.UOID, PA~, IIJDSOI" OOCJ!ff aDd. tt. IOAID Of IIlJCAt JOII of 
Ju-tt7 Cl\70 BW J'IIIST. !'htt &1'1 eo•• of tU uc. .. t .S.cllUoat t o ta. 
n;p1417 C""lae lhl of l w J anq .;:l\ht u:d eCJUDU .. • hlc..b M • t a.. 
cc=.c:e4 plut. la Javu'k., Jii&Tor ~ bu a.uouea4 that allota .. t t of 
elt7 .. ploJ .. t total $8,19! a Mat.ll 07 qp;roxi.qtel7 S? per par-tld,.\.­
lq: .-,lor••· 

VlJCEII'ID, l'liOliU. VL"'l::t•hr' t Cltt Mu&ctr S, Let Orut , .,.. 
por-te that. all .-:plo7HI la bh o.tftee u4 1.a tta ,.,._,., t trflt a.a4 
tewer 4-epar·t..-... h an ,.rt1.olpat1q. !be L-eu of f1r-chta ltwD.lct,.u .. 
Uu thrwe)a t IJ"Ohl o.taaet JoDO Co.&lttat bN.h4 b7 CU7 Nu&c•r St U. 
!urat•r of Cbtrlotttt•tlla l a orclDC all cttr cowerAaeett to teet t ll P"7 
roll Q•lQCt pluto 

Tbh l ht of Stt\t uc1 loc.t coYerueott }w,w1DC w roll ... tc.c• 
plua t\IJ>Pl•t D\1 t.llt Utt publhh•4 le the •••• Lotter of Ja~J'»l'7 lOo 
'h••• \wo l lt\t prow14t ..,1, prtctd.tnt• for all tta\e &A4 ottr co•trD­
&ttlh u4 1\ lt bopa4 that p;1.'bllc aaplotttt la coutlttt JW'-h41oUoot 
~111 t ooa \ t u t lAJ pa, roll .. •lac• plant to ttt an exa.p\t wbtoh wll\ ' ' 
botb u 1.aeptrattoa pd. a cballto&• to oth•r taplo7•• IJ'Wii' of all kt.od.t . 

s •• co••r .... t a l Jurlt4tcttoat 11&7 ful tbat tbt.l't h Milt , .... oa 
•'hi ll:lt7 eaataot lattlt'Oh ,_,. roU u•loc• plaat an4 th•u autborUh• 
cu 4ntlop • c:roop -c•t• plu•· lovt•tr. pq roll urlJtc:t plea• wtll ta 
t):e. loDC roa pr••• u \ • .. , .... th!• c\Ol"J' ud t .bett •lwlal4 1M ttt 1IP 
• tuner- pou t\h. Of cour- a ,.,. roll urlQCt plu 4ou aot t llatoa\t 
tb ue4 for •kq ... . u ...ta t~ t.Jdol eoUcHaUoa et tbttr ft ll.., 
vorl:ere u4 ,.rto4teel\r to tallow op thh caJ~.TaU to l _oerHtt po.ruct,.­
tloa •• co.dJtloa• va,raat. 

- u -

Regraded Unclassified



~~ .(stter 
L4101 4' P t r poa zax 

4e I. t C 1.. fete 'N ltlUe pPlWt II 1 \t lH3 to.l 

rw.ro .... of 11,000,000,000 worlh of lttlt••• lo.o4t "r t.be 6,000,000 
t.otlr lt:l&l ._,., el U•• · U.l'lcaa 7e4e.raU• of t.t.or u4 ~ OOUU1-
,._, ._Hr •to•• "' pled.cM b7 h u t4a.t n uty Orw to • etat._, 
r el .. te4 h the ,.., .. oo Ju'UZ7 19n. • 

PuUolpaUoo to P&1 roll •rlac·• plu.t "7 1Dth14-.l ._'o.,., ttlll 
\41 1 M,Jor wv of r•lld,ac t.hh obJecthe. •re v c• •nl7 worker,• M14 
ttr, Or·•••• ''o w•• to 11\ alih part of hh •••ltl.T -.nt.ac• for t~ 
p~~.Nbau ot Drehnu 10114• . 1 

1'he 4rln \o tell Dtfeut ••ll4• a.c.-4 to t tcvt .Defeo .. lood. puro~•• 
ph4CU wlll h OUM.Xe4 b7 1 Labor h't'Uh J ot flc\OI'J' V .. Jr, 1 I Obe41l,le4 
for 7e}I;Nat)' 3:5 to W.rcb 1. ft.. •••It wU l be ope.oe4 oa tbe ..-eatac of 
WuhlftrC"too' • llrtbl.q, Jtbnu'7 22, with a a.Uoo•vt b ra41o 'oroad.o .. t 
La whlcb Stqtttaa 'Wrc••tbeu u4 l rttld.ta.\ Crty will QPM1 Joh.t\7 for 
tor wor-..r npport, DQrtac \ IM wM:t, Mch of tiM 802 o•t.r.l labor u.t.o .. 
11 •• -.AT o1Uu wUl hold. ••• ... u~ aa4 ra1u .. a t which u.aowac.­
.... h vUl bt _... of r onlh t.OhinN ..,_ ..ea loa.l v.a1oa la t M Drtteoto 
,.... 4.rtn, ta t.nae ot cu ll pare~••• u4 pll4coe \ o pvo~M. ~oo 
... uace wUl k ,.trloUc nJ.U .. vhicll wU1 eorTo •• u ta.,tra Uoa to 
all II tllo ~~ u .. ta vbieb t~ an bd4 u4 t o t.M aaUoa at a .t.o.te. 

Soc:.rot.&t7 Mor,..tt.a c-.d.ocl tho ......,.. ... f o4orau .. of t.\or t or 
ttUI..ac t~h ,.trloUo UMpl o to the aatl• • 

' h et. •• lru4r .. , of .. ben o.t \bo An. h.t.l41ac t.ra4 .. uto .. 
la.llU\)J' fou,cbt. Vi th the J!lariDOt a\ OQu, I thO S.0.rot&J7 • 14, 
' • • a.ro aUUou of G&1011. ••hvt :a.ow Jolatac wUb o\bor U.rl­
u.~ oUhut u4 tane\1QC 1a D.tueo .laoh \o tho l S..U ot 
tbolr ttaaoota\ a\tlttr.• 

• rv loll hytye1 frthrrt4 Ttra tor J.llottog\ Plye 

AthAU._ h ~llo4 to tho fact tba\ 'h¥ Boll a..~tac•• h tho hn 
whlob le to .upplut or ~rtod.o \be hra •p~ loll Allo\aeat. • Althoucb 
~llo•Uoat ot tbt Ootouo S.:,.lace SWI which neo tho ol4or ton will 
oot bo too.llod., tbo ow ,,,. wtll bo ttood. 1a aU aw .. tulel. 

''*~' loll S.•tace' h .oro r~u., 11D4oretoo4 tllu ' '*¥ loll Allo""' 
aoot' aM tor other r•eooe too, h b.ttnN to bo a .,.r0 MU el.o\or'J 
ten tor o.t .. ., loo4 pa.rc.baM plaae br Yhiela u _,loTM ..,..,..,.,,, wtU. 
h.t e -.plo.ror tor the aow..lattoa ot u acr~ porUoa ot ~~ rep­
l&r P*7 t~t tho pvohae.o of .Ddeuo 10011e. 

' hi' loU S.•tace' ·plaa, az• to be 4J.etbp.t.W ,,_ all otbor 
qet - Uo .. .-lac• plaae u4 pe.rttC1llu l.r r-r._ t.Jiou wb.lolt lanln tlM Jl'fU'Cbuo ot , .....,, . 

-12-

~~ .(stter 
LAIOI ,. , llp D!!IJ 

JTpnlllt Bpp2[ loll 

0... of tb! 11n' y houltlet to ut.a.'bUth • pq nll ••~,!~-:;. 
.. •• tb.e ••MS'PH" ' leUUilt or fypot~. Claltrt4p, ... , .. 
l'lltre ..,. .... aooo •• ,.,.. of tiM l ae\lt''Ote • e\.ttf. 

- 13-
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:/(_ewJ .(slier 

1 1 1 Lp Olt ,ll ll ,ll lO I 11 1 1 

lw lltlt Le4,• ra Me9lptt4 

ON• ftett Cwtn .. Otcephtt 

NUn pkte Cw''l" Org alu• 

IOTC Ct4•tt Ou •tv Put hgMtty 
u s.u Ptt•eu Stepe. 

:J(_ewJ .(stter 

,, • • , 0 1141 1141101 •• ,. 

bte4' 2"'' Coa» pth• 11 So!,tA DUo'* 

fbe W••• Ja.&.ac• ....,u.c:a 1A Pt~Uitlct• enat7, ao..th Dalto\a "' 
t 1uo.b-' wUh a t are• "'"-DC at t he ol\7 a\\41\orlu 1a a.pt4 cu1 • n. 
,,,un,c ••• pnot4.t 'b7 a 
,.,..d., '""-' b7 oftloe.rt 
aad ••• t~ e.ar\7 r ort 
-...4• .,., r t prtt .. \eU n 
eros•• fro. all ot t bt 
clt71 1 patrloUo u4 war 
..,rYlot or,..t .. Uoat . 
Gonroor hrl• J • .,by... 
Ud4, Coap·tt_. l.ti!!!J 
oue. 0.-po\.7 ltah MaW .. 

Uiior ll11r " '"' u4 
Coo.alf Cbat~ ., • .,., • • 
!t1!Hll vert uo.ac t bit 
a~Nktrt. Ia ooaolu.d oa, 
pr-tor to the pl&~lac ol tiM 
aa.Uoul ut•• J»rper x. 
!114uU11 pe.t t ' ' ''' co~ 
tr of tbt J.atdoaa W1loa. 
1.4 the •-hAOt ha a ~le4ce 
,;hlch Mpa wl\b vuu .. 
f)'hr Pac• ' • fUO'Ita •.-.rt-
c:u-1• Creed.' aa4 coooloh4: 

' It wat oo14 outt 14t (16 4-cr .. • \ t low 
ttrol ), but \be rall7 lat lle ._, at bot 
at \her cat . • - Soutb llako-. Stt t t 
~ialt\rator Cbarltt A. Chrlttophartoa 

• • • 

'Aall \o ta.. ell4 U.t t.llh en .. _,. ._.._, elhcth• 1a lh••• 
,..,, .. , \r~h4 u .... u4 tlle.t rq c.•\1'7 _. tM prbcJpl .. 
tor whiQ 1\ t t,ud..t M1' lte perpe,tultl4, 1 pl.SC. rqulf to bq 
laUoaal O.t.a.et SoDilt u4 S\U)t \0 \lM l111t ol rq a'blU\7 •' 

Autw\lg Pbopoc;nDht Cop\l9Ut \o Sent 

Tbt tla. patrlo\lcallJ 4.eoorate4 autoaaUo phooocr• ph• vb:lcb ll&•• 'bttB 
plao-.1 a \ \h.t 4hpotal of tM llllpgh J)thplf kfly• Staff 'b7 tht .lu­
R e Conoreuoa, -...\ltac\ve.u, cootla~ to llooet S\_,. Mltt 1• a .,..u .• 
r,t.a,c vq. ~\7 A4ata.h\n.tOT Job!, Otl'MH rtporh that tU aachlu 
at tbt Cl\7 llaU etlh ,..,-,ru thoa-1&114 4olla.rt • wortb ol S~t •Mlllr· 
nt -.cb.lae• , wb.tcll .,.. 41.-plqe4 aa4 OJI'Iftttl4 ta ftl'lw. ptlllllc pUC•• · 
Ut ttnlud ll7 .,..... ...:tlt rl of tbt Mtdw J.wln Ayjllif.a• 

Aaoac tht other ctUtt vhut tb.t,. •chiae• e1\btr nc:catl7 or cw-­
run., a r t .,.._.uac ltoo4 ata4 , ,.., .. t .. \lllllter tbt cuval cpenhtoa 
ol t\a\t Dtfeo11 Se:•t.ac:• Swtt art nttroU., Mtehtcaa: ~aa ... Cl\7, 
MhMVt; ll'w Tork Ctt7 , a ew Torti:; loehtth.r, lew tork; Cl•••lud., Ohto: 
l u JwtUe, T-.a .. , .. , DUI.c , !'uae: ucl Mlln \aktt, Wltcoatl.a .• 

-u-
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:J(,ews .f.Stter 

llltD OIOA I II A! JO! IIYI 

.fttrplllicl!t e hlp Prnldtpn loti! hlu 

:J(,ews ./Slier 
J I I LP 019A I 11 4! 1QI 1111 

wu \Jlle 1_..,.....,, of ,...,. L Yelutda, a 70UC u4 aa:rutht 
Wc.&CO aUot'IM7o ,.,, tf tM CtrnU. tpultr W IMlclaJ Qnrtt 

toeatt4 1A \be Cook Cftra\7 Cov'\ loutt alll..-toot \o """" \M Cov\ 
ICN.tt u4 \bt a4Jolatac CU7 lall 1a \ t hl.lt of Detent loll4t . l.enl\t .. 

tM u.h of t-414,950 vor\ b or loiWLt to th.rtt 4att l ft!t J"'c•• Dow Hw 

to''' rell\lltll 

Wltll t .U .uo .. t of \bh cupaip, a •-Hht ef laqtrt "' ro ..... 

.._ " cu,..,, U•t 14 Loop oft&ee b\IJ.lt .. hc• Wctl.T taut..S. -.,. ... 'b.rt 

.J the l..-,1 pto!u sln. 

§P'M;•n hr• • Ply• u 'tee• bm CJV 

fbt Spt~ert h.r .. \\ of \ht ltv CwLr pstep" St.'t'i.g,«t Cqeelstt1 1 1A 

SttHh, YatbLD&too, •• u4e.ru.ko \o t tO'\U't '• s,ot• for a 'brief aue.ce 

oA Dtft en loMe oo tnrr ~rocru of "'1'7 ol\l'o or orpailaUn er p t.bu­
s..., w'IISot. 'brlD.ct \oct \btr 1& or aon ptrtoDe, Ooe cirl h oow b•otlac 

bl:r .. u,. \l.M to h l e»ho•Utc ebb orne .. aA4 arruciac tbeu ~ 

MPC•ta\t , 

! be ttn tpe•lMtt•re p4 tot•""'"" ' Chltt of S..Uh Mu nl­
ut .. rt4 thdr ,.,..lou , aA4 oa Dec•'oer 30, Uaq ia~4 a Jolat 41uer 

•••UDC ot wbioh aou tbaa 1.36 of t .helr ••ll•n r ·ooeh'td. lutrutio .. 

u4 t.ra1Diac to eu'olt thu to t\llt1l1 tptakt'QC aul,aatDh olltdu4 for 

t.b• b7 th ll.Qc C011mt7 ties Sp-.bre J\U'.u. 

Wit *"'!t' ta4 I Utpn Coptrllnltt ltlab), lf.ttt 

Mul CODtti"GC\lYI -..4 bdpf'U 14Mt Wtl't rect.h-td. "' WotlLi .. t oe' t 

S\ott U.hhtrato.r 1eu1 "" 1.111 r.pl7 t o • lttttr a.Mrou e4 '' Ua to 
tho 141\or of .. ch 4&11.7 u4 wHkl.7 • ..,.,..,.,. u4 tho -.uc•r of oulli 

ra4lo tla\loa la the ''*''· lo thl• letter bt tb&Akt4 tb .. for tbtlr co­
ope.rotloo u4 s.a...ttecl their 1'\\C&utloot . S. roporh t~t \hetr co•ah 

e.ll4 we&UUOJlt t.n prno4 to bt of ceoutoo •&l•• to b:1a ui bh au~ 
e.loht . 

YUk\t Huh w1n lefiwpplh C=lUtt 

M•ll•n fit tbt Jo4Juapolh Dtftou k•tec• Co.tn•• · bol4.1-c ooe 

of tbtlr ro~ar Sa\~ ••ttLoc• Dto .. ller 37, reoo1Te4 a ~riot • l ol l 
rra. Vtp4t ll L. WUJU, who ,. .. poD4e4 u u b•UtUn utt o4e4 'b7 \tlr 

C"Opb two ••*-• prn1Wt l7 'b)' ceoeral cbl.l,.... !qntll V. 19J!tJMU aa4 

eo..tttot ..-btr lpt• r 1 0 Cetthlr'· 

Regraded Unclassified



:J(_ewr./j;ller 
to ,,, LAR''' 

... rm··· ,,,.. h '""Peel 

Ia l ort b Caroltu1 Ku. lpM p. lo\tuop, wbo h ~ the Slah .0... 
t••• laTlace eo..Uhe •• the u preeeataUn ot ••e:a • orcuhauoae, 
bae U.r hud.e tall of .O.t.ue lta4 ud "MP lntdaen. l or Dl\ oal¥ 4oe1 
.,., , lo\t .. oa ''" ' 01 UUe tr•nr7 Co-tt.t.ee1 'bllt ehe h al.o 1a cbaru 
1t ,_.., , .&ounu .. Sa the ltah CWIIoll tor Dd'eee, to that "'Pit.ol\

1 
.._ 41rMh U 1 \.ah .,..... , c-Uhee, oae of which h eet 1I!P to pr .. 
.. , , U•e Mlee ol Dtl'••• SoMe u4 , .....,,, 4\ the .... U.ae, •~ h 
0. I. C..._._,_ of :IOD4a as4 Stup1 for U. O..eral J ..S.eraUoo of Woe .. • , 
Clde , J.a tbt Lauer po liUoe eht a..e k• reapoad)h for M Ul-e La 

•U• a Drilf••• S..Ti.ac'a PrOC'I'M ta..t h crvr .. tl7 r • cldttc U.. -.Jerltt 
ot '"'- 11,000 fed.uattd olUe, r.r 14M t.e ht• to appotat a U, 1, 
1oM. aM lt.up Cbal.r..a la • ch State. la each of tbe &00 O. r . w. C. 
4h tr1eh , u4 nat-.117 h Mob loO&l Clld. ! o U1••• chatNa, n.. 
, • •• S.•t.ac• -•ut ah .,. .... , wllb ncce.tioae •• to bow tbtJ • tctn 
\ eet h t M4, Xte, lold.aeoa Wtl h Vu.b1ac\oa l alt Wtek te U'J'UCI a 
w .... Ia• lac• Procru for tho O, J. W. c. loud. M .. u.QC to llo h.t4 a..ro 
la Ja&QU7o 

10 ptque J olty Zoro 

•• , ...... . t .-pua\wo of 10 her••• \ olow .. ,.. cO'Ill.4 koq aoo . ...... 
,,. of looa.l ,.... , , n.t••• S.•bc• cr019• fro. ,.,.lr f"iret ... u.,, belt 
Ia lMlua_,.u, , Pn.c·tloall.T ... ,.., oo.ut7 
1a tlto h ah ..,., ,...,... ... , .,. la , .,_ , ... ._ 
lac ""Jell ._, 1 ... .., Mr1, OICU A.. Wcr•. 
~of t~ W.•' • D1:rhloa of tho laU­
... .o.r . .. s .. -t.ac• Staff. ltre. w,.. .. 
h uo\l~or acU•• o. r . w. c • ._, , _,. who 
h chla, ....:111 of her t t. to tb4 ~ . . .. 
S.• tac-o Pt..,._, .&.\ prueat, lbo h Prod• 
' •' of no 1D4 ..... le4.oraUo• of • ••••' • 
01~ • • 

P.19tt fer Ptftpn 

.&. Drttouo S.• lace Ss.a..p Men. wu a 
, .. ,.,.. of tbl •&oaq to:Dk' daa4o ch• 
a t ''- r.Uoaal h ou ClU S.. lfuh.l.,-toa, 
D. c. ~~ tu .. av:Us...r,. .,._ .. ,. pb.l tu­
tkropJt ~· - h:a.lor .... .u., halo.r 
eo..ou, u4 u .. 1ws.u eo • ..,u •• , , 
a.uot Soos.~. Pa-oJ. Dr-apo:r, •tt•MllT 
t:a.... ....... _,., u4 .. Mr. of a loca.l • taco 
o.e\ aotod. •• .. h .. o a \ tb. S\&Q ll"th. 

b :t.b. St-ol.aar • oe.o of tate 
Detuoo S'-P Mla.,-l:rlt a t 
n o • loDli:J too:- d.a.uo Ia 
Walhlii.C'\On, D. C, 

~wrlj;ller 

0 1 , •• ,4,11 

far tM Cetv YtM;: !&4'' rrgg•• --
v ' 'J(JR AICIIICA n 1110, • Dr. hut llaot' • Orch .. -

al "" ""MP ~~ I ._ SID- · IJ30--10:00 JIM (SS'f), DO 11M etwor •• ,,.. all4 01101'\U, 

31 '.&.XIIlCA PID'IUB, 1 .Llfrod lldluohiD-11 
! ,dtll"4&Y .lpwz --• t - -1 ~ PIC (lift) "'hal .• l)e•• far1or, ~'-\01, ~-- ,_ • Orebu\ra.. wl\ 

h\YOtL 

• • • • 

Regraded Unclassified



~ws .(stter 

BOWLDS HIS SP&CUL!T 

AIOTI!IIl BILLl!OAliD BOOS'lS liOIIDS 

NIUOA ~. Rnlll, lleaphio aD4 Sbol'b7 
Count7 Cbei.....,, bolpo poet OAotber 
one of tbe Treaourr proaoted 1 bo7 
8Ad doc• bond pootero. More theA 
1000 of tboee pootere oponoored b7 
buDdrode of dlffor&Dt local bueinooe 
l.notltutlono aay now bo eoon tbrouch­
out tbo countr,. (!be •aoolotant 
bill poetoro0 are Nro. W. L. Melee, 
J r ., and Nloo Slioabotb Paruowortb.) 

- 20 -

Pat Wol eh, Detroit policaaan l o 
ehown at t ho lett with t he plac­
ard he deel~ed in connection vltb 
bit uwal patriotic bobby . Wboo 
off dut7, Patrolaan lfelob cceo troa 
one bowline aller to another ooll lnc 
proprietor., loacue oecretarho and 
Individual bcwloro on the Idee ot 
~iac a twent7-fi ve cent Dotenoe 
St-.p each tlae tbo7 P87 eevent7-
tivo canto for the privlloco of 
'boorllnc throe p.aeo. 

• • • 

Regraded Unclassified



Jan . 
12 

13 

14 

15 

16 

17 

18 

0 19 

20 

21 

22 

23 

Unfilled Oru erc for Sl'v1n~n Bonds r t t h e 
!'ederl'~ :>.eet>rvs B1>nb• :md the Post Or!'1ce Deoc.rt,ent 

Jp.nucry 12 to <'r.te 

: Unfilled 
: oruoro at 
: open1nc of 

bus1neae 

541 

S05 

59& 

5~0 

455 

426 

291S 

298 

202 

S6 

59 
86 

(In thouonnde or p1eeee) 

Nett orders 
received 
to~ny 

859 

!!.23 

622 

6Go 

773 
672 

none- no mnll 

2o4 

20!j. 

• Bonds 
• manufactured 
: today 

595 

630 

670 

750 

775 

soo 

none- closed 

800 

Soo 
800 

eoo 

soo 

Untilled 
orders at 
close of 
business 

805 

59S 

550 

'>55 
4:?6 

298 

298 

202 

s6 

59 
g6 

50 

Stock ot 
bonds 

on hand* 

236 

236 

236 

231 

2011-

204 

2o4 

7o4 

l,lC4 

l, 511-6 

1, 676 

1 ,871 

IBl" ! del1 ver1es 
• this day 

625 

650 

6&5 
I 

1'1000 

1750 
1 , 000 

800 

825 

1 ,000 

875 
1 1000 

1 , 000 
I 

otr1ce of tne l:leorotary ot tile Trea~ury, 

D1v1s1on of Research end Stat1at1ca . 
J'anunry 2~. 19~2 

• Sonc!s 1n linsh1ne ton veults only. 
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0 

UII!!IID ~ UTI- li<IIDII 

~Uft fta\-t of 1&1• hriJic 
ftrot -•7 :lula•o DQa ot 1•- 19112- l)eo...,or a4 ..,, ';r 1~ 

<••L!Oilor L-26, D11 tor 1.-Z), 1~ ~) 
~ •• ot Ie.,.. hlco 

(.boaah la \houaa4o ot 4o11an) 

l&loo ~·ot~· T ·ze . .,.r::rti' 
It• I I I ~~ I h .... I 

~~~ I~ I lfoUobll' I lftl' lftl' eft I' I -19112 19111 I 1~ I D•a•-'•r .. ...-u I .CII ... I •••• 
a.n...- hot Qftl- $123.m • 69,5" • )),IJ}I • ,_,180 • 36,155 ;;;.! --~ 
lel'l• I - :laalr:a l12.61o lllo,,9] 62,919 2]2,2., n.IIZ! l!hl 

lel'i ... - fo\al 1196.= 209.990 96.356 216,1162 11,,6)11 ~: U7o9 

lel'l• J - :laalr:a 511. 20,760 16,2o6 Jll,ollll .5511 n.1 

~en.. CJ - Illata 215,671 107,19! 91,01!6 lOII,IID 16,172 101,2 17.1 

!otal f.I66,~1 t.m.!!! @!?J.~ t~~ts,~eo ~l-.l5~ 116 •• ,u. 

&ttoo ot .- loel'otar7 ot \lao !J'ouv7, Dind• ot ... Ml'Cil_ a-.u.u ... 1-17*'· 19111. 

lovell All ft.cvoo oro Upollh vl\ll till !rouvu ot \ho llll\14 "-'" • -- ot pi'IO .... 

ot 11&111 of llll\14 ''-'" .. YiiiC'I 'lloll4a, 
Jotll l't&a'• llaft ,_ r001114M to aoor01t \ll-4 oM till aot •••oor117 AM to te\11o, 
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'Oil~ ltiDS IIUUGS :J011D1 
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Da1lT leloo - J 8!J11.UZ7, 1~ 
0. Jlulo o~ Io .. hi• 

(Ia u.. ..... ~ .. llan) 

.... Oftl• 
Juk Jlu4 leleo AU ..... Ieleo ..... ~Ale. Date 

hrlnl hrloo I hrl•• I' hrloo • !o'-1 hrlool hrl• I' 
JIID'CW')' 

1 • ~·~ • 10,22! • 1.-- • 1.~ • 19,.,. tu,m • 1,--
I ·- 10,136 1!,.,, 1.1., 20,511 ~·'" 1!,"' 
3 ~.~ ,,,1 1,1!11 5.1153 16,219 .115 1,1!11 
5 '·'* 1!6,5 3,1!11o 13,7M ~3.661 J6,IMII 3.1!11o 

' 6,111 1. 1,= 6.111 15,111 1~.369 1,~ 
1 6,7\1 11, 1 ,, U,IJI! .,.190 ··:z ).~ 
I 1.~ 11,1!91 3.111 11!,~ JT,,., U, 3.111 

' ~·7116 11!,, 1,.,. •• U,~ 11,105 1,.,. 
10 ,,. 16,031 1,.,. 6,,; 1!11, eo.~ 1,.,. 
11! lO,UJ 31,WJ ),1)0 1-·~ "·"' ~1.~ ),1)0 

~~ 1.902 1,,., 1,507 u. ~.510 12, 1!,507 
~.rei 1,,,, ),701 "·~' 

JT,,, l!ll,iJI5 ,,.,.1 
15 6.~ 16.597 1!,1!113 ~·1!13 ~·11!3 I!),Olll I,MJ 
16 ~·111 1!6,1!39 •• 31, ,on ,6JT )1,96o •• 31, 
17 ,.,., 6,, ., 3.001 10,700 U,76) ., 
19 )9,000 '·"" 16,, " ~1·'" '·"" 20 10,5119 1!, l~,Jt) 
2l 19,)75 ), I ,1!61 
22 .u 
2) 

!oh1 

out .. ., • ~., , ... ~. .t ... _.. ... ltattnloo, 

~~v ... 

loh • 

AU ff41u'oo 11'0 UpooUo w1\k \lie'"-- .t \lie ValW It&t• • _, .t JNII ... .t 
MlM .t l'aiW 1\a\n •riap "NM.a, 
l'1proo ..... Me& n 'el "' _, "-•=' .a w1l1 .. , -"T ..,. "' \1\alo, • 

hrloo • 

• 1·"' r.w, ,, 3 

~·lM .111 
U,IJI u,; 
~ . 
6,m 

"·~ u, 
"·~ ~·1!13 ,.,. , .• 
16,, 

CONFIDE 

hW 

• a:i • .,. .,,m •• 
"·= •• 
i:E 
l!l,al 

"·"' u·w 
·:~ ,., 1 ,.,,. 

1,,,. 
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0 

Stock of Series E Savings BondB on Hand !/ 
J anuary 15, 19~2 t o date 

(In t housands of pieces) 

8e].ea : nda oclt on han 

; th1s day : manufactured close of del1ver1ee 
this d da tb1a 

Jr.n. 
6, 569 15 320 750 6,999 1,000 

16 6,999 445 775 7.329 750 

17 7.329 163 soo 7.966 1,000 

u; 7.966 none-closed none-closed 7.966 800 

19 7.966 665 soo 3, 101 825 

20 S,lOl 2lS goo g, 6t3 1,000 

2l g,683 337 soo 9.1~ 875 

22 9.1~ 3S1 soo 9 . 565 1,000 

23 9.565 377 soo 9,9gg 1 ,000 

t e ree.eury, 
8to.t1ot1ce . 

!f Includes stock in bands of (l) Federal Reserve Banks and branches , (2) Post offioee, 
(3) Federal Reserve Bank 1eau1ng agents, and (~) Treasury vaults 1n V~sb1ngton. 
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:t!'!:l ... ' .. " rer "\" • """"• t 
' • ·•n 1. ...... ,..,.. ,._.n)• ~ t f! o \ ... lC"• 

J•,.\1 .. '"'1 l .... .,.. , ~· 

CO~flt'I:.N11P 

t U1i1Ui•4 llfl< orJ • r • ! Jon4• I Uuliilid '-lt 4clt ot 10 

1 or<l•r• .~ I r•u1Ytd t _r .. ohr•~ 1 ort!e MS • \ bon4• : t elher1 .. 

1 op r l\11\:'" or I t od#>1 
1 ~ 1 e\o•• or 01'1 h er.4" a> h bi7 

1 mtln .. • I 
I 1 t.udeeu I 

J an. 
u !"!4 a~ 59~ ~ 2J!i 625 

13 U ') 
_,, 6JO 5~ 2~6 650 

111 C')t. 
,,~, 670 s:;o 2}6 655 

15 ~~ 
,~0 7~,0 115~ ?Yl 1 , 000 

16 !lr,~ 71"' 7i'5 11-:>tl l!C)'\ 7SO 

17 '~ 67" a•lO m <'()\ 1 ,00? 

u. :'9~ .,., ... no a.Sl DOA ... olo• 114 '211. ?o' soc 

\ 9 <"}6 :>-:~l £?0 ~ 70~ !125 

2tl <'OC' 2()' tlt)() a6 l.U:~ 1,""" 

2l ts6 1111. &00 '>9 1. 5116 .:.7<; 

2'? 59 497 tOO t~G 1 , &7f. 1,00" 

'>) a6 5E·9 ~ 50 1,871 1 , 0?0 

Oftio~ of th• .-ecorehrY ~t the 71,.'<•111"T• 
J•n•~ Z4, i 94i 

~tYteloa or eeea_rcl\ tn~ .-t&t ht1oc . 

• Ponl.• 1n v ... ht~q~U• Ya>al t• oAl1• 
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TREASURY DEPARTMENT 
I'AOCUREiooiENT DIVISION 

WASHINGTON 

January 24, 1942 

~ 0:1.A1.)t. .i.'O 'f:iE SECRETARY 

here is submitted herewitu the operatin6 re­

port of Lend-Lease purchases for tee neek ended 

.jMuarj 24, 1~42 . 

The adva!'ICe requisi tio11 was received for 

1, Ood, 500 tons of steel for deli 'f9ry durinr; thto 

£econd quarter of 1942 . 

Arrangements have been made for in- tl'ansi t 

stora~e, elso local storaee , for supplies await­

in~ shipping instructions from the requisitioninr 

country . Due to the shorta~e of vessels, efforts 

are bein~ C~<ue to ?rvvide tn:es of cergo i=edietcly 

which will permit full utilization of spEce in the 

ships . 

52 
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$817,UJ,i'II.OO 

PIJRCI!1SBS PREVIOOSLY 
REPOR'tBD $409,117, 623.49 
PIJRC!I1SES THIS mK 32, 746,031.08 

TO'l'AL PURCH1S!S $441,863, 654.57 

REQ!J1"S1 'tivilS IN Pl.~~ :=!:!iii' 
CESS OF PUR.CH1S! 33, 122, 856.00 

IN PRO-
OF CLEAJU.NCE BY WAR PRODUCTION BOARD 137, 877, 507. 50 $612, 8&&,018.07 

UNOBLIGATED ALI.O-CiTIONS $204, 248,860. 93 
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TO 

1. 

2. 

TREASURY DEPARTMENT 
56 

I NTER OFFICE COM MU NIC ATION 

o"TE J anus ry 24, 1942 

S~cretary Mor gen thau 

Mr. Coe 

Note~ on the Rio Conference 

YPsterJay, Janua ry 23, the Conference vot~d unani mously 
to recommend to the governments or thP. 21 Republica a 
rup ture or d1plolll8. tic rel9.tiO'l~ wHh the Axis . 'l'b1e 
wording was finally accepted ~Y Argentina which had re­
Jected t~e pr£vious ~ording ~At ~be Republica •c~'lnot 
continue relations wi th the .kx:io" . 

It WI\& repor t ed by radio today tha t Peru ht.s broken off 
relations 'l:'i th the AYJ. a . This leaves seven Ret>•Jbl1os 
still me.in t ai.ni ng reb tiona with the Axis: Argentina, 
Chi l e , Uruguay, Br az i l, Bolivi• Dnd Ecuador. Of these 
all. but Argen t i nE>. nnd Chile a re eXJ)ected to break off 
rel~ t i ona withi n a few days or weeks - - Uruguay possibly 
today. 

Th~ maJor economic projects now being considered at the 
Conference a re the follo~ing : 

(e) P:oposal for a ~em1epher1o Stabilization FUnd. It 
was reported yeste~ay that Waroh 15 ~d Washington 
have been ~amed as the ti~e ~,d place for tbe 
Conference of ~erican Finance Ministers to con­
sider the eatebli shment of thi9 ~d. 

(b) Severance of co~eroial and financial relation~ 
with the .\xis. 

(c) Develop~ent or trancportation ~nd distributi~n of 
strategic and ot her ePeential raw rua terials. 

(d) ~eintenenoe or t he i nternal economies of the Amerioen 
nations under war t i me oond1tions. 

(e) Joint mai ntenance of shipping which r.ould provide 
t or use of avai labl e s r.ipo in the inter-American 
trade "in the best possible me nn~r• . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& 

JAN 24 1942 
llr. Fo1•7 

llr. Peble 

the quaUoD baa been rabed by IlltAraal. 118T"""" u to 

lllletller the 1Ato.-tlal1 OODtdned 1n ~)00 Report.B caD be ude 

aftllable t.o 1t t or U.. ...torc-t ot tax claiu. 

It U WfT UD4en+endS"' tbat 1t. 1a not the practice of the 

Br1t.1Bb Oofti'IIIMDt to use oenaorabip •tArl.al tor _..war purpoaea 

filCh u tax oollectinc• BowttTer, 1n the lettAr aJ.&ned by Ill'. Gut.on 

on Jaz»JJ>Z'7 19, 1942, to the Director ct Cenaorehip, one ot the cla .. ee 

ot o-rabip 1Afo.-tlal1 1n wh1cb t.ba 'l'reaaur)' indiceted 1t.a lnt.ereat 

was aa tollona 

•IAt.ern•, Trn''oo - MIY Woraation wh1ch 110\ild 
S..UcatA acb- or ettort.B to aw14 or aaoape 
lnooae, prot1t.a or o ther intAraal. tax .. or the 
UJUt.ed State., includiDC taxea on al.cohoUc Uquora. • 

U A8erlcan -rab1p •tArl.al 1a to be woed tor tax colleotJJIC 

SW'PO-. 1t. 100IJl4 be ~cal to ae.- t.bat the -tArlal. t'roa t.be ~)00 

Report.B lbcoll.4 al..o be a-uable tor auob purpoe ... 

I W~C .. t 7<111 ....Ue t.ba •tt.er at a 9a)O -Ung an4 obt.aln t.ba 

Sacrat.a:r)''a 4ac1Ailal1 1n ord ... U..t t.ba roratcn I'DDda Coot.rol -r be 

cu14ed .-rdinc~ 1D lt.a ralat.ioU wltll t.ba hraau or IlltAraal. a..-. 

-
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Mrs. rn otz: 58 
t Photosta t to Dr. Vlhitc as per your 

i nstructions. 

R. UcH 

Jan. 27th 

' 
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0 ..-..- " o• ,..,If 
OC"Iotn' foii iHiaTI.illl OTTAftA, J anuary 24, 194 2 . 

PRIVATE AND CO NFI DENTi bJ, 

Door Mr. Yorgenthau: 

I wish to t hank you for your letter o! 
January 1 4th and to express tbo appr ecia tion or Ill' lfini ster 
cr.d •ys el f i n regard to tho efforts which you heve ma de and 
are •eking to solve our U. S . dollar exchange problem i n order 
tha t we may b e eble t o make tho mcximua contri<ution t o the 
coaaon wa r caus e. 

Since r eturning fro• Washington I have 
dono a good deal or work on our os ti•otes and have revised 
certain of t h e iteos in the l ight or further infor mation and 
cons i dera t ion . We have not yet co•pleted our investigations 
in rogord t o some of the other items end it will take at 
loset two or t hree weeks be fore t be ao studies can be compl e ted. 
I hod been considering whether I should wait unti l ell thes e 
lnveatieations were c ompleted end we cou l d give a completel y 
rovi s od forecast with some degree ot ascurence . However, in 
viu of the time factor I hove concluded thot, on the whole, 
it is batter for me t o send to Mr. White the results of my 
pres ent t hinking on the subj ect . I knoa tha t he realizes 
hon di ff icult it is to make t h os e fo r oeo:ts , based a s t hey 
must bo on so many f a ctor s of r isk ond uncertainty , and that 
he will accept them for what t hey oro , tent•tive estiaates 
f or ou r own working pur pose s subject t o constant r evision 
i n the light of t he developing aitufttion . 

Incidentally, t h e results aay be sumcar­

izod very briefly as follow s : TotEl Gold and u.s. 
Dollars at ~ of 

194 2 le t quarter 
2nd • 
Srd • 
4th • 

194S 1st • 

Gain or Loss i n Gold 
end u. s . Dollo ra 

(In Jl illion G of 
U. s . Doll am) 

+H 
-41 
-91 

-118 

-126 

Per iod . _ 
(In Jllllions of 
u. s . Dolle rs) 

201 
160 

69 
-49 

-175 

(over) 
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2. 

The l eas taTourable position 1nd1 t 4 
aa coaparad wi th t hat which I di ce • by the above tabla 
the Cbriataa a week ta due t o • .:~~::•dfw~th lr . l hita during 
it takes into account an up-to-dat• ro: actors . For instance , 
dal iveriea of aerchant abipa t h laton or our estlaated 
tor aoae months by the dif!i~ulte prtogrom for whicb was del ayod 
t f t 1 I 

Y o securing an adequato 
onnag e o a •• • have also increa sed ti 

i mport s f rom the United St t b our •• mated war 
f t d l a e o T an allowance t or the price 

ec or an a so by taking into account an additi onal con t r act 
which I believe we are now placing in the United States ror 
about $60 million of aut omotive aqu1p•ont for 
Finally , it aeecad t o aa necessary, t f we w are·:~tp~~p::•a . 
unduly opt1•1stic , to take t he mora e xtre•a of tho estlaotaa 
or l ose in our rece i pts from United States tourist expendituroa 
in Canada during t he present y ear. In othor words , I have 
eatiaated tha t these receipts will be a pproxi aatel1 cut in 
t wo. 

On t h e other aida or the pi cture I have 
lett unchanged the fi gures ot probablo deliveries ot ' H7da 
Park sales t o tho United States , aa I have not ye t been able 
t o aacure t r om our Supply offici als any mora up-to-date eotiaata 
than I had in late December . I know, ho wever, th~t the pr ocess 
o f negotia ting now orders is go i ng on fairly steedily between l ar 
Suppli a a. Limi ted and you r vo.riou o Service Departunts and 
no doubt a considerable nu~bor of new orders will be given to 
us. For instance , I am advieod thnt tho order fo r Canadien 
scout co.rs which wss held up tor a tiao by ~r. Phillip Young ' s 
ru ling has f i nally been accep t ed. Fur tharaore , I ga the r fro• 
odd bite of 1nformo. t ion given to mo about now orders under 
negotia tion that it is not 1a pr obable that in the general 
desire to secure the most arrective pool i n& of the economic 
resour c e a or the t wo countries t o which tho t~o Governaeots 
are now cona itted, and in tho i nterest of &ettine tho speediest 
poaaibla deliveries froa whatever oou r ce they aay be aveiloble, 
t he M111to. ry and Supply Ag enci es of the two Govero.aents aay 
reach decisions in regard to tho purchaae or f in i shed articles 
in Canada which aay greatly 1aprova the prospects of our 
exchange posi t i on . I suppose it will be better tor all 
concerned 1£ purely wa r supply considera tions should acconpl iah 
this resul t autonatically without requiring too great inter­
vention on tha part of the Treasury . Before the r evioad 
ostimo.te ia pres ented to Mr. White it wi l l probably be 
possible to take i nto account the result of some or thes e 
new to.voureble developments. 
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I appreciate your t aking the position 
that the exchange pru~laa should not atand i n tbe way ot 
noxiaun war production. I no te alao TOur asau•ption that 
the goods in question will he produced and used to the beat 
advantage, whether the paymen t is in u.s. dollars or soae 
other form . In so fer as wo nro concerned, we will do our 
ut•ost to eeo that that assuaption is sound, although I a• 
bound to say that new war production projects must bo plann ed 
8 good many months in advance, and where, as is normal i n our 
eas e, s~cb projects involve s substantial United States content , 
it La difficult to overlook , and not be anxious about , the 
possibility that whe n the time co•es we aey not have the 
United States dollar s with which to purchase that United 
States content. 

I n this connection I kno w you wil l be 
interested in the stateoent in Thursday ' & Speech from the 
Throne t o the effe ct that th o Canadian Parlia•ent will be 
asked •aa an integral part ot Canada ' • direc t war effort, 
to approve a contribution to Britain o! voat quanti ties o! 
aunitiona, foodstuff s and supplies .• On l ondey next the 
Priae Minister will make his a ddress in the Debate on the 
Speech from the Throne and du r ing t ho cour s e of this address 
will moke a detailed announcement in regard tothis contribution 
nnd t o tho whole s ubject or our flnoncial relations with Greet 
Britain. I am making arrangements t o see t be t a copy of at 
loast this part of Mr. King ' s eddrese wi ll be banded t o you 
as soon as possible after it has been finalized, pr obably 
early Mondar evening . 

Mr. Ilsley wishes ae to express to you 
again the Governaent 's a pprecietion of your syapatbetic 
intoroet in , and your understanding of , our exchange problo• 
and tho renewed expre ssion of your willingness t o have us 
raise wi t h you at any ti•e questions relating t o our U. S . 
doller position . Last year we loat $142 •illion of U. S . 
exchange, not t o cention a substential a•ount of other U. S . 
assets , but bad it not been for tho Hyde Pe rk Agroer.ent 
whicb you inspire~ the situation which we would now be 
f acing would be !ar more ser ious indeed . It is difficult 
tor me to find words to express ay own apprecia t ion. 

With kindes t rog• rds , I ••• 

Bon . Henry L. Morgentbau, Jr., 
Seerot~ry or the Treasury, 

WA SHINGTON , D. C. 

Yours;£ ;;?t~~ 
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TreasurY Depar tment 
Olvlolon or Monetary Reeearcb 

Oa te .. ~.~~~.~ .... ~~.!. .. ~.'l~~ .... l9 

secretat7 llorgent~u 

vr. Coe 

These few page• regarding the 
LNoosed 10811 to Ch1nA might be of 

1or.~e v•e to you. A oone1derabl7 more 
extens1 ve enalysie 1a now being nrepared 
1>1 the 01 vte1on. 
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TREASURY DEPARTMENT 62 

INTER OFFICE COMMUNICATION 

DATE J enw•rv 24.1942 

10 

SubJect : 

Sooretary V.orgenthau 

!.!r. Coe 

Summ~ry ot conclus1ono ~ld oonslte r ations on 
loan to China. 

1. Conclusions 

For poli tlool and militr~Y rea£ons it is suggested t~~t 
cl:e l'nlted States sh:>:.:ld gra:tt Ci:ina a loon of eppron::~a:ely 
tte s1~e requested by the Generul1s3!ao - - 500 ~illlon dollura 
Protfbly t he be~t f orm tor the loon would be the extension ot • 
& s?eclsl L~nd-~eese credit •o China, on which they wculd. draw 
whe~ever they could uee the dollars. 

The Generalissimo 's desire t hat t here should be no conditione 
to the loan should be met only partially. The Lend-Lease credit 
would have to be tor a number ot specified uses. No other condi­
tione would be i mposed and the Chinese would !u:.ve complete freedom 
to use the dollars in any or all or the soec1tied woys . 

The uses whi ch could probably be agreed upon would be tor 
the tM..Yinent, cllreotly in currency or i ndirectly through bond i ssues, 
ot current militArY expendi tures tor goods and services; the pur­
chase. ~ireotly or inl\irectly, ot goods nn~ Ger vicu necessary for 
the welf are or the oeoole; the p~c~~se ot ~eceteary i moort e; 
inveat~ent 1n necessary produc~ive e~terpr1ses ; to guarentee bond 
i •eues designed to 6bsorb Chinese currency which would otherwise 
circulate , end to r the backing of currency. 3y oarctul definition 
ot the uses so t hat • uneconomical' ueee were ruled out, it would 
orobebly result teat these doll&rs would be Gra~ down grg~uelly . 

2. Politlcel reg~~re~~ts and tbt site ot t he loan :.. 

The President , the Generslissl~o . State Dep~rtment ot!1c!els , 
~r . Currie ~nd Wr. Fox neve all etressed t hnt t he loan to China 
1s to be made pr1mer1ly tor pol1t1oR1 purposes. Under nresent 
cond1t1ona, onrt1cularly with the J rpaneFe attempting to induce 
:hl na to make peaoe , 1t is hi~hly l oportant t het all oosslble 
~ea•urca be taken to keen China 1n the war on the side of t~e 
United Nations . The present mi litar; situat ion i s such that the 
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entrD with which China oont1nuoo the war 1e rttel to ue fbi · 

m111tal'7 auutanoo •• oan Ki•• t4. ~ili,;a 11a7 bo loq GeJ.qoa. 

1'htretor,., 1t Ohina holdo out tor a larser loan, it io 4eairablo 

011 pol1Uoel and all1t&1'7 aro11114a that tho,- reoo1n eat tbo,­

atlt t or, or eo .. thiq ~rold.~~at1as -.bat the7 aok f or. 

3• Eoonoaio oon41 t1ono 1a Clb.111fo 

Ch1114 11 in tho a1441o Of a cr&YO intlat1on. Sinoo 1937, 

retail pr1ou 1n Ohunek1JW have r1aan 27 fold while dunnc tho 

ealle period tho • ol\Dia ot ourreno7 outat&D41DC hae inoroaeed 7 

told. Outltand1ng ourreno,- Will bo doubled aga in in 1942. 'l'ha 

toUl Yolu. of goode ill J'reo Oh1Da 1a 4eoreaa1nc Pl"iaar11T duo 

to deoreaaa 1n iaporta, and tho YOluao of hoar4.ad goode ia 

tnoreaalnSo 'l'heee ooonocdo ooft41 tiona aro the jp'eateat t hroat 

to the GtnnaliuiJD0 1 a oonti'Ol , 

If. The eoonomio ueea to Whioh a dollar loan O!!ll bo put 

Ondel" pl"eeent oon41tiona, dlttioultiee of tl"an&pol"tation 

greatl7 ourtall tho abllit7 ot Ohina to import goode, Kol'Oover, 

China can obtain under Lend-Loaaa tho goode aha n.eed.a f roa the 

Onlted Btataa and elaewhara. 'l'hel"efol"e a dollu loan ia not 

neoeaaal'7 tol" 1mpol"ta, 

J. dollu loan could groatl,- help ChiD& 1n two .. .,.: (a) t o 

ooabat i nflation bT eubet1tut1ng financial hoar41DC tol" oomQOdlt)' 

hoarot ns , M d (b) to i ncrease the production of goode and the 

aaount of walfaro ae~"Yioea 1n Ohina, In ad41 tion, ( o) solle 

tecpol"&l'7 P&Tobolog1oel benefit would l"eault t i'Om the announoe­

meot that Ohina had ao~uirod a largo atora ot foreign axllhange to 

be ueed tol" baokiQS ot bel" OUl"ronoJ or othel" yague purpoaea. 

(a ) I t a dollu loan wae used to reduce the hoarding ot · 

oommod1t1ea in China, 1 t would make 11oro goode &Ya11ablo to 

the Government and people ot China an4 would decrease or prevent 

1noreaiii 1n the outetaft41ng Chinoae ourrane)", thua attack1QS 

1ntlat1on f rom both ends. .AIIODC tho var1oua meoban1• tor doing 

th1a are: (l) 1aeuanoe ot bonda 1n oxobange t or tapi , the bonda 

to be paJable opt1onall7 or mandator 117 in dollara, nth or 

without guarantee of pr1no1pal and 1ntereat b7 tho United Stat u 

Oovel"nment; (2) ieauanoe ot bonda as above 1n axobange tor gco~e 

and terrtoee; (3) ehipment ot United Statea ourreno7 to China 

e.nd ita d1etr1but1on to Chlneae national• 1n exobaJICo tor goode 

and aerrtoaa; an4 (4) the ahip~~ent or gold to China and Ua 

d1atrlbut 1on there to Obineeo nationel.a 1n axobanga t or goode 

and lel"Tioea. 

• 
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fbere are llaiQ' po .. 1ble Yar1aab of theee propooab, all 

ot which could be of uoo 111 oollbaUJII 1Dfl.aUoD. ID tho 001141ac 

ot United Statu ourrenor to Ohina there 1a tlw pol1Uoal probloa 

ot the pNbe.ble oppooU1oa of the Ohluoo lloYera.ent to all7th1lll 

that would oee• to be 4epr1Y1DC 0111na of !wr 01111 IIOIIOtai'J 170, .. , 

and, eoonoll1oall7 • the llaiQ' pro'ble•• ra1oe4 'b7 the 1atroduct1oll 

ot 0 torelgn curre11o7 alongaide of a 4epreo1aUnc doMoUo 

0urrenoy. In ad41Uon, 'both 1.n tho oaoo of oh1pp1ng tlll1to4 Statu 

currenc:r and gold, tho problea of aato tranoportat1o11 a1ght 'be 

cuttloult. 

It 11 not nOOU8&J'7 thet IIOIItbl.J pa;raonto bo -.de to a PYOII 

nuaber of Oh1noao ool41oro, 111 or4or to aah1on tlw o'bJocUYo of 

p&Jlllg out 4ollaro ourre11tl7 llh1l.o fighting 1a prooeo41ng. 

Provieion a1gbt bo aado for aeot1ng a portion of tho 'bu4get , 

either 11111tary or total, 110nth b7 110nth: or, b:r agreoaent, dollar 

backed bondo could bo 1nuod onl:r to uot current .U1tal'7 npond­

lturee -- 1n liaitod 110nthl:r quant1Uoe; or, b7 1no1etenco that 

the bond• ahould be oold to 1n41Y1duale an4 without oorrupon41ng 

inoreaeu 1n bank oro41t, tho Ohlneaa would bo forced to 1nuo 

bonde - and to usa up tha 110no:r - at a olow rata. 

(b) In addition to allowing tho Chinese to uee the OhlnoM 

ourreaor proceed& froa tho bond 1esuoo or aalo of United Statee 

curreno:r for .U1tar:r purpoooo, 1t would 'be dea1rable to allow 

thea to uoe theoe to f1nanoo inoreaoeo 1n production and to 

iaprove welfare ooi'Ylooo. .U though tlw Ohinooe could 4o theao 

thinge b:r pr1ntinc 110re paper 110ney, thno 111portant wa:ro of 

lnoreaalJII tlw war effort are 110ro l1k.olJ to take place 1f 

United lltatn dollaro oaa be so 111oL AIIODC euah proJocto would 

be tiaancins oaall 1nduotr1alioto ot attraot1Ye rateo ot intereot, 

financing of 1nduotr1al aooperat1Yeo and land reclamation. Boao 

degree of !aer1oaa collaboration would bo desirabl e 1.n tho 

financing ot ouch proJect• and the Ohinooo alght agree to thll 

klnd ot l ntervenUoD. The Chi.nooe Sta'bllis.aUon Board lllght be 

linked to tho loan in th1o wa:r. 

(a) 1'he fact that a dollar account 1n new York io atated 

to be 1 111 'baolt of' tho Chl.neoo cul"l'anor will not decrease 41rectlJ' 

the upendlturoo wb1ah tho llonrDMnt baa to aak.o or 1te need to 

print paper 110nor. But there would be te~~porarllJ' a paJohologioal 

ettect, with deoreaoad boardiDC and apooulat1on, and oome tampo­

rar:r effect oia pr1oo r1aa. Tho uao41ate pol1t1oal afteot aiaht 

be oubetanUal. 
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5• sourou of f unds 

It 1s as&umed that it t he l oan 1& anywhere near $500 million 
the stabilization Fund will not be used. The resources ot the 
E~rt-Import Bank are currently lese than $200 million. Therefore 
the alternative sources ot tunds would seem to be a Congressional ' 

8ut~~rization tor a 1oan or Lend-Lease . Since Congress i s already 
in tavor ot Lend-Lease, it would seem t o be eae i ee t to obteln the 
~o~ey rrom this source. 

In addition, the uee ot Len~Lease would ~eke it possible 
to eli~1nate rate ot interest and much ot the other f inancial 
p

8
r8 phernR1 i o which 1a inappropriate i n wartime. 

It 1\'0uld ccem feasible to use Lend-Lease tunds tor the 
;~ent ot mili t ary expenses in China, tor strengthening t he 
Chinese economic system with a consequent atrengthening of t he 
:111nese Nar et tor t , and tor nrevent lng the Chinese monetacy 
syst em trom collapsing. 

' 
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3ecretr.ry of 3tr.tr , 

''!r.oh1nzton . 

19, Twenty- four th , 

PL/,IN 

Boo'bC'.y 

Drted J!"nuo.ry 2t. , 19's2 

~tc'd 12 :16 p .m. 

66 

J1lvtr dull r.nd i nr.ctivr w1th declin i ng 'lr icrs 

~~rtly due wrn~~so gol d ~.rket . ltocks incre~sed r.mount ­

ing 'or.ro 20, 000 <icily, offtr.ke tsoo, s(>Ot high srvrnt'j-

one rupees six ">ie:~ , low sixt;-four t'lelve , closr 

scvent:; eleven . Dccioion re:Jerve br.nk to diocontinur 

s~lt of sovcrri3ns r.;r.inot gold nnnounced srventernth 

cruoed ohnro orice increr.oe clue misun<lerot•.nding 

b•.z"r r oo>e r r. tor s of i mpl ocn tiona this notice . :,s 

oovrrei::;no ron i n !)r ice o;~eculr toro bought gold ~rr.vily 

•nd 3l)Ot 'lricr r ose to fort:·-oeven eleven ~t vthi ch 

level o'·ort scllinJ bt:;."n ns ootrntol"s rer. l1zed 

thnt since it w:,s no longer poso1blt to buy soverei:;ns 

~3-'linot gold , pri ce of lr.tter must decline . Prices 

droo.,e1 r.oslotrd by ~e"vy nrriv'll:J from interior, 

'lovcntnta locnl price of gold in future r. ill drc>end 

'.!")On ounpl:r ~.nd dtM..,nd of metrl ltoelf undioturbcd by 

fluctunt i ons i n ~rice or oovrrei:;ns otocko . Totr.lo 

75 , 000 <lr. i l y r. r r ivr.ls !".nd offtr.kc 7500 :J")Ot 1' i 3h fort~· ­

oeven eleven, loY! fort:· -oix tr1o, close fort;·- seven . 

INFORU TREl13URY • 

• T r. DONOV;.JI 
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lo ropl;i refer tc 
-~ Q9QG. &l6l/l2 

mP.&.!I!Io:ill\'1' Clf su 5 
nsanlG'roN 

Januar,y 24, 1942 

The Secretary of St ate prceento hie co:plimen~s to 

the !lc:lorable ~~e Seeret-.ry of the t'Nuury e.nd enclose& 

cop!oa of telegra;a No. 18, ti&tccl JP"arJ 23, 194Z, frol'l 

tho A.cerican Legation, ~dad, Ir~. concernlae exehangl 

cont rol measures r ocently 8dopted ~ the Go~ernmont of 

Iraq and the t•cqueat of tho Zxch&ll6e Control CoJM>lttee 

for a lis t of dollar hol~inga of residenta of Irao. as 

reported on Tree.aury Fon Ti~SOO. 

The Secr etary of State would appr eciate t he advice 

of t ho Secretary of t ho '!'r eaoury u to t he ron4 · to bo 

aade to ~~c telegram under reference. 

Encloaure: 

FTOI1 Legation , llagbda~. 
No. 18 , J&ll'.\al'Y 23, 1942;. 

67 
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.... ...,, __ , ... 
,.,_ • ...,_ loe1Jic 

'srt•• .. .., •• ... ........... -.\&1 
...... <•> 

..... .., of law, 

WM!abc"L 

11, 1_, 13, 10 •••• 

lec' d 11:05 a.e . 

X... lllala\17 of l1DODco 1o oxercloo of ox~ con-

68 

vel • la-d aoUce of JanU01'7 21 Hqulrinc all p<~reono 

nel•a\ la Iraq to aurroo~r 1401not U~~ar oquhalent ~ 

lloltilltll of U.Uod S\&\oo do1laro and Swho fraoco within 

JOI'W of 1.0 ~·· llo14aro oro requlro~ to furoiob declaration 

-.., ... -.n lanlr:. and Iaperial Dank of Iran, wh1cb will 

Jlr U... ...Uftlent at ra\o of $4.03 and S.ioo franco 17,40. 

% 5 np Oeavo1 c ... tttee boo to4a7 1104o 1t cloar to LepUon 

- -..s- reo14onh of Iraq poooooo1Jic dollar boldin&o 

- ... (...,..t oot) affocto4 but wao Wl&blo for peculiar 

~ ....... to opacify tb1o oxcopt1oo 1u the notice . 

0-ltt .. •4orotando !rom !In YORK 'l'lllilS of J.n&Uot 18 

.._tVDlte4 ltatoo Oo.er~ent 1n1t1atod complete ceoouo of 

t .. tcD JINJOI'V hold 1D United Stat .. por Trcuury form TJ'll-

100 h 'ie ooeplotod S.ptoabor !l(). Cou1 t too rcqueats that 
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n be tva11Mt _. 'fft&&uy UlHoiiP tlaie ~U• a 11&\ 

of clollar llo~ ot NelUa\o ot lnt aa uiioor oo ......,._~ 

•scbaDcO control lwro ettooUftlJ'. loopUoa ...U appNeia\e 

w l op);lllio ropJ, 'lbo\IMr '-1117 OM to tlalo. 

1\a\o tile ooot of roplJ' • ....... 
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!PPt""'Y r. l!dl 
WI I HI JICit 

111 "pl¥ " fer to 
n M(), el J'ro .. 11 Cn41ta/&UII 

~~ M, 19'2 

!be Seeretar.r of Stat• preaa11ta hia oo~S..ota to 

tM 11011orable the SocntU7 of tM !reaeiU)' au4 tl'all8111ta 

berw1th a para}i>raae of tel~ 110. alO of Ju11P7 21 

Sd aa fraoaa for ita dollar clratta. 

l naloaure1 

J'roa llem, 110. 210, 
~~ 21, 1942. 

Cow 1 bJ: L-28-42 
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In rep}¥ re fer to 
Yi 840. ~1 Fro sen Credito/5125 

J t.lliiU'/ 24. 1942 

!bt Secretary o! State proaent e hia compl~ntt to 

tM Boaoreble the Secrtt81'1 of t!>o 'l'reaaury and t r aaalli to 

herewith a pcra!iU'aae of tel..,raa no. 210 of Januc.ry 21 

froa :i!6ra, concerning t he d1fficult1ta with which the 

.U:trice.n Lege.t1on in :S..rn 1a preatct ed 1n atcur1ng 

Swi•a franca for its dollar dratta. 

Zccloaures 

lro:o :a.rn, co. c:J.O , 
Jall\lal"J 21 , 1942. 

Cow: bJ: 1-28-42 
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7it011: 

TO 

DATED: 

NUUURI 

;;;;.OQ.U"ION, Ban 

Sccre tar; of State , Waohincton 

Januer.y 21 , 1942, •1dn18ht 

210 

71. 

:a.teron«>• 1o """"' to Dern' o 167, 

Swill banks state t he>' cannot 'bo IW'I t hat they will 

'bo able t o resell o!t1c1al drat' to and !rouury ~eclcs, ad 

o. a roault t here have boon aor i ou. dif!icult i•a in eell 1n& 

t~ctt. Tbea6 ban..'a n"w otfcr t,, p.at'eh&a5 tl·.l : Ja!"A =' a t & 

dil cOV.."\t on4'. tile repu.rchaae of tuch -pepor b~!ng refuaed 

b;• t" e Swiot lle.tional Bllnk. 

'l'ho provioua str.bl • bwt l ng r ato o! 4. n85 1a no11 4 . 145 

without ,. .. W"ance t bl>t they will continue to mnl<o plll'­

chaaoa or t hat the rate will no t go lowor. A Legation 

roprooentativc in!oroc.lly cor.ault ed yoator~· wit h the 

Director !rom 3~rn o! t ho r.a t i onol Bank and •ith the Foroisn 

Office :ilcon«>ic and l'inancial L~hon O!!icor • lth a •1 .. to 

obt a inin& t he assurance that a t a atnt od tice au!fici ent 

tunda i n Swha tranca would b• ..-rovld.od tor 7~rclg:> Servi ce 

ootabliebment• ~d their omplo~coo in S•it<orland. Several 

prev1oua converaationa bavo been hi l d on tb1a matter. 

In a mecoren~ of t ho contorenco it i o ata~eu t hat 

t be National ~ aod t ho Foroicn 0!! 1co haTe not prohibited 

t ho pW'ehaaO of drafts 'tu co;zerc1al ban!:a . It has oer~ly 
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,.._ ,.._.. •' • U. .. UOMl Jaalr: t llat alt ll...,. \!Mn 

aooaU lie M e~MU& w ihe11' )IU'WIIaM of thea ..X. ~I. 

f&z!JIC \1M a + enp rate, tbe ••t lonal llaDI< could ""' re­

pan~~aee tUa. lt a 'tllver i a fOW>d , the J oretp otn .. 

elat..l .. are tree ' o ot t e r an4 aell our drat'•, and tllat 

i to (oaiealon) not required. 'rbe taet thnt the marlolt t or 

our 41'afh bat ~at ....,l llhed , tbe Sa b a G.,.,ei'DMnt bolda 

h eo' l\a f•U• U &lao doea 110\ fMl required to II$D 

.., euct~atlona for better.ent of our pooltioe. 

n aae rea41}T auee d that a inae c..-reial 1Mu>ko _, 

oe460=1T f ind 1t iapooolblo to eontinue purcllaolnc our 

41'aft a recar4leoo of tho loa price, ouch • poe1t1on could 

not be aaUafMtOJ7 t o ua. The principal r euon w~· t ho 

benlol aan eonti~ to ~ th•• at all , it wao eeld, 1e 

be..uae of the poe elbl lit7 of their beinc reoold to 

•allrant J .. o. Beyer al poeolble wa,e out of thie e ltuation 

were .. .,. _, \1M W&U aoal l!elllo: :Director. Ona. n .,... f eU 

~' tbe aeeeet _, other • e tional l!elllo: 41reetoro could be 

ollta!Mf. \o ire"" the pure~~ate of 4ollare offered 1:11 ua 

uf. IAUn .I.Mriaan nation• if 'rreuUJ7 would au•• to 

.tn.nater eltber Bwiea bl ool<od 4ollara or &Old to neutral 

oou,riae' Mecnmb u ba4 recent}T been eela>d and. reJ .. ted 

1a t he Portuguea• oaee and undao i ded in the Spanioh cue . 

1\ wae otated the Legation thO\IIlbt that pro• iding 
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S.iu lruea tor ~nta1nb& repreee:~tat1on of the On1te4 

Stat" IJI SwiherlaD4 ahould not be iDoluded with other 

prooloao 1n the linaacial relatione betwe•D Swit•erland 

and the United Statoe, which waa a eeparate and d1ot 1nct 

qu .. t ion. It waa indicated b;y tho b&clc conferee that if 

the Un~tod Statea Go~rnmcnt ehould ~ ~ needed eoa­

aodit1", preferabl,y •talo, f or ohip;oont to Sdherland, 

aaido frCOI these for which D&Yicorte a1rea4y are obt<>inabl•, 

there would be a further po"ibility f or furniahiJl& franco. 

Since t ho B&ak had offered t o PIT tranoe to ue for gold 

delivered to it IJI Portugal or !ern, it would ••rt lilcely 

do eo, enabling ue to Pfllf t ho S.iu for expenneo incurred 

iD roproeontation of intoreoto. 

The repreoentati~ of tho Joroi1n Office at11tod that 

thoro could be no agreement b;y tho Swieo Go•ernment to 

1 d1ploaatic• clearing, 1111d aaking ue oDly tor ouch ahip-

.. nt of gold would taka care of our e~ntual debit ba1anco. 

!he Joreip Office beUono that w1th 1apoe1t1on of 

clearioc, tho United Statu and Sw1turlaDd are well abl e 

to ~ thoil' dobto, and t!lat euch a •cUploutic• clearing, 

if ootabliohed, would eocn, to t he d1et1Dct diotaate of the 

Swiee, beco•• ceneral tor all traneaetiono between Swit•er­

land aDd the United Statoo. It wae indicated b;y the 

contaroe of the Uat1onal llaDk that there wao :perhapa e. 
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,.,_ .. ~·•l• 'T ov .alllorlU•• •w u. ball: wlellaa 

.. U~ .. or 4l81Jdeb ita poalUoa wl'll \be lhaUe4 

~$aha, 'bat lf U lllcll* r...Ur U IIO'blla acalD l>7 e441DC 

•o U .-4 4r..UC tro. U tor le&lUate aoUoa.• of 110 

ulp to • ...., oo1111trlaa, \be :a.-: w'Al4 w1oo• tile oppor­

t•U7 \o llo14 that pod \lOll. file llaU: woul4 wllll11Cl7 

,..,. a ooneepoll41~ -t ot 4ollara lt Tr•UV7 wolll4 

rppro'" tile tllree aUJ.loo 4oUar traaatu to tile llpu.hh 

)lootM -out.. 

fu loOal l>aall: '"rbal.l7 Wo~4 tile LepUoa oa 

Jaa'lltor)' 19 that lt wo'Al4 purobaN oar d.rdt tor $112,500 

oa J--.r7 31 (operatlll& as:peaau for J'e'brl1&!7 aa4 aalarlu 

tor Jaa'lltor)') al~ ita reaala to the llaUoaal Baal< waa 

uoertala. fhll nrl>al aaaaraaca hal IIOW 'bel1l ooadi\l o,..4 

1lpOll wM'IMr or ""' t» IaUoaal Balik will \nQ' the 4raft. 

OV ball: wlU prol>a'blJ retua 111U•t•l7· ftru a '"1'7 11ll­

oenala •t•rlal. d'-tloa tao .. tile ooanlat .. , Wioh 111 

\Ill ..,..,ta. b&l, of 1liOiaaltJ, lll4 t o oaah oertala aaall 

4rat\a oa prl'ftota -"' at tb.l re4aoe4 axcball&e rate. 

h11owlll& o~oauoa troa Swl•• IaUoaal llaall: recoa1To4 

l>7 Le&Mloa alaoa aloo'" .,.. arattad1 1Swl•• tr11101 

1,502?-115·92, Wioh _, w llold at ,..,... 4llpo18l. Ilea 

'bel1l traaatarrad to u 'b7 t» Jadaral :a .. ana Baal< of 

law torlt throach the Juu:o de Portupl, X.ll'boa• • .t.pparntl7 
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,111. it 'be f..- eq1&1ftl••' of $350,000 "fure4 to 1ll 

ulec:r• ao. 139 of J-.a:q 17 troa the Deputeeat. !he 

:r.epUoa requth the lltputMat '• 1)41raltdoa to .,.., tll1a 

Swltt fraao aocoaat at the Wa\1oaal J&Dk tor 1)41rtoDAel aD4 

l!lla1D1ttraU•• taa4a, u ot J&D'DAZ7 31, antU &rrtACfaeDh 

are pe....,eatl7 aade, the"'bl' uo~~piac t:IOheDp lou vll1ch 

wolll4 ""H froa torceol draft &&let at a dhcoant, aa4 

1a new of t he ancuta1At1 of the draft aarbt wolll.4 aaaure 

... allabta tan4a. 

CopJ:'bJ:lo:l/28/42 
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TO 

TREASURY DEPARTMENT 76 
I NTER-oFFICE COMMU N ICATION 

' 

CO N F . ....~L . ... ·aA L 

Rert atercd aterl1ng tranoactiona of the reporting banlce were a a follo• a: 

Sol d to co=ercial concerna £32,000 
Purcbaaed frcm comlOerc 1&1 concer1111 ( 27 ,000 

Cpen .arkel aterling was ~oted a t 4,03- 3/4, and there .. r e ~o reported 
~:a:-.ctloot. 

h~ !'e• York e loain& quotations f or t ba tore~n cu:rencie s li•ted below 
wtrt as followa: 

Canadian dollar 
Argentine peso (fre e) 
Brazilian mil r eio (tree) 
Colombi8.1l J)C oo 
l.lexican peso 
Uruguayan peeo (tree) 
Yenezuelan bolivar 
Cuban pe oo 

11-5/~ dioeow>t 
. 236c 
.0516 
· 5715 
. 2065 
.5250 
. 2675 
Par 

There .. ,., no ;;old t ra.naactiono conaWIITII&ted by ua t oday . 

!.o ctw cold enge.gel:lients were reported • 

• 
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IRITIIK EMIAUY, 

WAIK INCTON, D.C. 

PERSONAL AND 
S&:RET 

Dear Mr . Secretary, 

24th January, 1942. 

I enclose he rein for your 

personal and secret information a copy 

of the latest report received from 

London on t he military situation . 

Believe mo , 

Dear h~. Secretary, 

Very sincerely yours, 

The Honourable 

Henry Morgen thau , Jr . , 

United St ates Treasury, 

Washington, D, C, 
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Copy No • ..J.L 
!llllTISH IIOST S.:R&T 

(U.s. SICUf) 

WorMUcn roco1•od up to 7 o.a., 2)rd ~. 19L2. 

?8 

A tftln tlw'.:oon:l toa out11VC! bowol tonlcor ••• torpedoed on ~-.. 

Z21>l oil< hun!,..., llilo• out or CAI'i! RACE. 

Wf.\, 22n4. !h-ee eneJV col~, tnolu41na t.anlca1 llllde a reoon­

nait..,nc.t in tarot abo\lt tU'teen ailea deep troa tbttr poattioM &I'OUDI! AOH&ILA .• 

W foroot oro witblrarlnc but 1111into.i1>1l>c touch and barooo1nfl tbe ODOIV wbile 

..,. roHI'1'U oro -u.c ror11VC! tonrdo tho fll!htiq aroo. 

~· &ut. CUr forces, a.f'ter WCCIIIt\&1.17 tebo•bt'C tbe 

erA«t, M•• ritbdnwu .aut.b ot t.be ri"YV I..DSDC. Our artWer7 are he:rasa.!..Qg 

eeeq IIO'ttMctl, Cetrtze. Ho turlber chtJ::Ice• 'f1ee·t . Ht&Y)' tight1 ng eo.ntimJee 

uA tho pooltion it cont\laod, Oo the 2bt oll!ht hundred Auotralian and rour lnm­

dred Indt&n t:'oope who hacl been nut ott, r ejoined flooa tbt BAIJli area, A Britiab 

lntantry brll!od• counter attockod BUKIT PArow to help tbio ... , .. nt, By tho 221>:1 

the BtiKIT PAYOIG area t::ao etrona:lY held by the en_, and reuinder ot our troopa 

in thla uea who were unable to force tbeil" WAJ' through, a.ro ll&k1.ns tholr •8¥ in hy 

tr&<kt loavtq their whool tr.,.part. 

JlliBIIl, Beavy fll!bting conUnuoo at KA!lLIJlEJX in tho ll>1liJIEill 

L-.a l&ai.nat the ·~ iD farce. Jbe 8Taeuation Of OUI" forCII f'rca tbe ~111 

,... 1.t proo...s108, A - or IUlltuy poroontAl tree w.var hno arri•od 1n tb 

l! area a:d all tho R.A,P, ground pari;r ho•o roac'*l IICKJUIEIII oatalT, 

~ 1"be 1tu.s.a.1an edva.noe aout..hn:rda .. at ot RZ&IIV baa ~!J 

".zrtl»r PI'OC"•a. Ruaaiao attacks sout.h.eaet or XHARIOV ht.•• gAined gr'(Tcl • 

.;~~te obqe 1D t.be CRnlEA but n resum:otton ot the Cot"Dt.n &t.tack t.cmards r.B.;G 

• , probo ble. 

1,. A!R OPEJU1IQ!,C 

JTES'ffJUf J:l!Ql!.t~ fut/22zldr .m.u. 1hlrt :·,.,.nd t.O:t.:l c j)j ?C.1 

~1•CUeand tive hwxl."'6d inc;.!::r.!~.artea. 

I)Wll, 1:::~-seven ton.s AM tl"Co tJ-0\l:la.o.! tJO bl.\l'u..! ::.Z!Cc"".ii;:.·: --;"' ,. 

At ~.Elf a !"our ~ p?U!'S beab bur• t n .. r thf r~! .. 1...'"'11' Ju:..»_.. 

·•::a aM. L-,ot.brr noc" tbt Atlas Sh!~l • .G31Ctl R.C.A.,.f . and two R. t-• ..A,.? .. a t-• 

"art 14eJc port, 0oo ea.w.u... ~~u:p~on wu &lOOD6 theM lliuinc. 

22h4. A !bll<lD obt.&J.Dicl ttk) hJ t.1 oa • ane t.bou.NJ:x! ten osrcl:a::. { 

•n•ot err the PRlSlAN lSI.\1115, 
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221ld/2Jrd, Seventy- tTto aircraft sent out, 47 or thee to l:U:S'IER, 

Trro oro missing and one crashed on return, 

A.mXa• :Ust, ;:oter loggod landing grounds prevent ed operatl onn 

over the forTto.rd area, 

UAL'i'A , 22nd, ~c cir attacks took place, at HAL _•:Jl aer:xlrom > 

tuildir.ga and " lllrricane on the g1·ound wero dlliDIIGed • Our fighwrs probab]J" 

dostroyod thr<le airc.raft and de::aaed tno acre, !le lost one lllrricano. 

~· SrtGAPORE I SUHO nas a t tacked lr.r about hundred aircraft 

on the 21st and by 54 boc:bers escorted by f1ghtora on 22nd, The aerodrcmea 

~rc heavily bocbed, five of our aircraft be1nc destroyed on the gro~ and 

ocvoro.l othera domo.ged, In nir f1ght inc our fi(lhters destroyed nino aircraft, 

pro~ably destroyed one and diU!!Bged four. "'o lost ton righter a but four pilots 

are so.fo , In addition A/A art1llory clo.l.m nino t1ircre£t destr~yod, 
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Mlti1ARY l~bLLIQbNCS· DIVISIOV 
VAll DEPAM'~!ElW 

llttbiiii:\OD, Je:t1UM7 24, 1942 

llliORIIAfiOll BJLLSl' Ill 
llo. 7 

MID 461 

The information contnined in thie ecrioa of bulletins will 
bo roatrlcted to ito~s from official eourcoa which are rco.son­
"bly confirmed. 

~hla document ls being given ~n sp,rovod diatrlbution, end 
no a4dHionnl copies ere 1\n.ilebln in t ho IIlli tl<ry Intelligence 
Dlvlaion. For provisions governing lte roproductlon, &co Let­
tor ":'AO 350.05 (9- 19-40) l-1-3-l!. 

COlmloJS 

Soetion I JAP.U:::lSE LA.'DIIIO OPE!!ATIOl'S 
1. G~:ZW.. 
2 . JAl'AlGS:: LA;\DHIG OPC:..'!ATICKS 

I N ':i:'HS PHILI?:""ll;~s 

Section II OTHSR I l"roRIIATION UPO:l J.;P.C:ES.> 
ro7!CES 

Fi gure 1. 

Figure 2. 
Figure 3 . 
Figure •1. 

Figure 5. 
Fieura 6 . 
Figure 7. 

1 . TACTICS 
2. llli:A.PO!IS 

ILWST.!'<@IOiiS 
(at end of t e xt) 

PlAn of Japancoo '!'roooo.,i ;> (LAnding 
·cr• ft Carrier) 
Typo 0.l• J A:>P.nOIO Landin(l :.Jo&t 
'i'ypc "'Jl" J&!)Pncaa LA.r.~Hng Bor.t 
Type •c• Jp.pPMOO Combinntion Picket 
ond CommAnd Boat 
~~ "D" JA~rnoao LP~ding Boot 
'i'y:>e "E" J~\":lAneeo Landing .BoPt 
Type •p• J ep•nooo LPndlng Boat 

P3S'i'iU C'I'!:D 
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Regraded Unclassified



P.ESTR!CT:O 81 
S~etl on 1 

J.'J>f::ESB U.IIC!IIC OF!!RATIOtrS 

1. G'll:ERAL. l.andlne; oper ations havo ror acn:o tl.ne been oart o r t ho 
poace-tl~ tactical t r aining or Jopanooo divisions . Duri~& t ho war with 
China, which stor ted i n July 1937, onplo opportunity has been ..rrordod 
••r1ou• Jopnnese units to per fect tho toolullquo or this op<>r at ion under 
sorvlco con<litiona , s o that today it rollowo n patte rn tried and tested 

by Y.'(lr. 

a. Too~~ique or Et£cctinc a LAndins 

(1) Proonration. Landin& booehco or ahorcs oro ccrerul ly roo­
onnc!.torod f ro::. t1.e a1r or by :r.ea."'ta or ~:ocrut •Gents or both.. Troops 
c.aei;;ncd to effect landings a.ro care~ul-y Jrillccl in a.d·re.nee . 

(2) ihnC UVt)US ?oL.""lt for - ror ·~i ~ . Troopships, la."''.ding- boat 
o&rrlora , and nav~l -con~oys estu~llsr ~~$&voua at a designated an­
chot'\SO the r16ht bclore thf" lr.ndi: J lt~ ~ ~·,it!tble o.."'lchor e.ge is not 
e.vo.iloblo , \"essels arr ive orr the de sign.e.teu beach bct:r;ccn n idnight and 

c!Gtt . 

(3) L"\nd tng. Landinl;S are , .•. ,,..llv ::;.-tde ~u&t before da..., on a 
df\Y v;:lt-n it is hish tid\3 j ust ~fter h ""t . :'c .. tod: o !" r ain or stor.r.y 
we~thur arc cho:~cn 11hcn possible ln c : 'lr tt. tncrc'.\&u the element or 
sur pri.r-3' . t!en c.rA t r ms1'o r red frnm tr .csportn r..!'l~ lnnd: ng-craft ce.rr iera 
just. oC!' t ho la.nd 1~ t,; be "'.ch . !:~f• iut·· · ' 1 f'orco u3·.t.! ly comprises inro.n­
try onct soma rto:-\ f' -til:c ry , ,~nclnc-.. •1':" , M.d lith~ tc..nks , n.ll or ..-:h1eh 
or <. o:-.bo.rked in l ClDding c r a .. i't . Thoao crn.rt m"'.lre for th" shor~ ot full 
ttpJf!:d , tul.d if [t.}} Or9 i:l f or!"",Sr,tion 1 tht';/ shut. e rr their C:l[il'JCS and drop 
stern Pnehors toge.a.hdr ·.othen thJ~I :'Ire r.- ahor t dlstanco o!"f' the beach . 
For the rc~indcr of the di~t~~co tho bosta aro ~a~~d in until they are 
t r o'W1do4 by 1.e'\ns . !' tt.e hnnd ~ra.kes on th13 ater'"\ a."lc.hor c~~les . Boc:.ts 
r.orno.lly rr~u."ld ~- ~"!t:ervels oi'' cbout 5~ yOJ"C:: . Ir -tho sit~tio!'l. d.,­
CL~da that boats -~! ·e ~cCistoly arter troo,c h~ve CisenOqrked. stern 
ar.chora are "rrifhdC CJ:· he.r.d or pe1"rer L*ld t he boats =.::Jc.e of! ... c.t top a;:oed. 
F~trol crn~t a~d with pc:?O~ and ~chine ~~~ cive c lose sup,ort to 
U:.& lMding. ~'"ld air !i.l??O~ ar.d nav!\l au~?or~ a.re ?TO'-"it'!d if the;; r.re 
re~u1rv~. Oneo a bea~ht.e~d is S3CurcJ, th~ bul~ or the troopS 1~~1~d 
pr oceoc!s r a:>idly inl!llld . 

(4) :~rc 'r. Used . Pr~ctic~lly ~1 \ Jcp~~cse landinhs in Ctin& 
h'\·to ~oea n.acl.c r·tth e force of twl) c!iviaions (t.O, OOO men or tes:s ) . 
T!-.ea\J un ita o,;e r-" er.lbarked "Yrith norma t equlpr:tcnt , ir.c l\!Cing ~- ton tanks , 
lC5 .. m.~. fiold ·,owitzc rs . ond 75-~::l· field guns . Serious opposition waa 
cncov."'lt1J r c!J. on nr.ly o:te occnaion . I n thia cnac , though heavy casualtie s 
1':oro 1r.!'lio~i"d by n ... cn!.n~-~·;,n t'iro Md b:; land nines . the lending ft)rco 

ro.ln')d 1ts ""bju~t.i •rz by ni ghtrn.ll . 

- l -
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(6) Ur •no! Z:~al t~;_nratton. n.,. J•pv.e,. hue had ec:a;.t t 
elr end ~"~IYal cup .dC!rlty l:. a7 \.holr l..an.J.i.nl opentlons, nw.. ,.: • 
ecnrJI'Itoatlc:r• huf' ~~...,,.. be""ft aeeu.N"~ and .tl landtnc• Ju;.,.. h.U 0,..,. 
.ttel•Jr.'" ;~qron. l'r6• sea end air. tt: or:e oeeulon Jtp«Mte teatr<7 .. 
era '"~ 1t ..t tbe lnu:tro~ roroe• by ~ fi r e# -.hlcls took tiM toll""'irlc 
tonur 

(1'1) rul11:1l.nary bvl~rl!!:w-at or t!DO.r.'IY poltttons at • rN:Ittt 
or ~bout l , JOO yarJa . 

(b) •nowitrer• t"iro on SJM"Cihl vona . Thh ' Hilt ~tchlo\'ed 
t-y putt In~ oxtrG"''" olcv~~ot!o;: oa tho ships ' cun• Md ut1nc • rttd\.tcM 
Chfllt(.41o 

b. 'l'rp~• ttf 5poC1lal Shtp11 a:act L'fn:Untj CrGJ't r- rloyod 

{1) 1An<ll~Cr'Lf.,. C'\rrlor (fif,UI"O 1) . fbh tpeGhl• t.,rpo cr 
'r•nsp~r!; h"""it'nllr.rTri cc.n;tr·:~t\on to a 'l"'balln~ dopot 1hlp. t.&todin&; 
er,r·t Joflld!O·l wtth t"ull c=;:rJo-M~t~ or ccn and ut•rlcl 1ro 1ltd ir.to 
•t, tta thl'"''''"' ald .. t:atc:l.,.s , 

(:) IM'Icllftr Crart 

, (•) flot'<' •-• (t!t.J:c 2) . !hb h • lnr.c oron t,_ ..tU: 
• l•n .h~ ror.r Oft tM ~ 'lllfll~~ th;:a ronv4 Ol"o to tb~ 1acd, cn~ltr.., 
rea toW wt."old ~'f. 1'Mt ~c;t" r.::i tb- CO)'t .... ln a.re utu.l17 FtO• 
•.-ct""it..,. t-'Jllo t.·. rccr fJlc.·U:.: . r-rl.n bell pro•l·!o atebllh.y a.tt.r 
Cte!M'il~. 1M• ::"F" of !.c._;. JG u.:.!! b)' tlMJ :s..l.n l".dlnG tor«. 

(b) Tn'~ "S" (t'Jg:t:.re .l) . Tbh h • a•l\ll opon t)Tt, holt· 
1nl\ trt>S M'l to tc "»r.. Ita t::>eoed h frOb 8 t~ 1: hlota . Thla ty-pe 
c.r bo•,• h ut~"d b\' t't.e lntthl cQvcrlr..' puty. htn 1t h f"\tlly loto~~otS, 
it. t!Aa t tlnft Gt' !-0 1neh••t. 

d f' 
1 

(o) Tn~ "C'' (rl!;!,lr<: 4) . t~h h nn • r norod 1110t.or lau:'leh 
Ul<t or c Ott 1\l,pert. "11rl:, r lccrnnt~ h:,M<"O ~JVl Qtint.onMCO ef co..,.~­tco.t lent . • , .... _, 
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tol"'f'&J'".t \r.dorwat.r ~ ron a bon t,_ q t.u ... •• J'ltJ(ocl rrc. <:M 
t,o.t , .... ,..,y 1" th.e orl,l..n.d rbotorr~j)b. n. t.r.tt. at. lle)l.t l..S a"p•r.S 
t.o be r.et onr 2 r .. t.. ~ cr..rt -a. at-eor~d t.ron t~ \ftl!n tho 
e.MCP7• lr. tho dr~wiflC h •tcnwr. • t hald tc.r a at'Chl.M I\&\ l."l t,._. bw. 

(t') 'f'o;pt •p• (rtG:'t:"e 7) . Thll typo, ..ttieh h unnruct.ed 
at' 10to,.l phtoa, h lc NO tlnu .lO rc:ct OYu· •ll ~U:~i co fMt . 

c . COI!'r":.~nta . T"tt t'oll0t1'1nr f !!cton: "Qr t 1cst r~Alnt.t~l tn £lvln,-: 
tho J3~~~ aucceac that ~h~~ have oehtovod ln l•~iln; optrAtl~n• • 

(1) Cont>l "t.• ucurlty o!'" see eotrrUI\SMt1Cit,ll 

(2) COII'.ph .. to naval •nd ft.ir .uporiorlt.y, th'Jrtby ltuoni'lf t.hrt 
difflouJt.y or ltntlint: tr;~.n.port &:14 artlllor)' durin' tM al\r ly ,.,,.,, 
or or<lr l.t.lon • 

(3) Incf•''cl~c:r or e"UV c:b&eMat.tc"l ll.l'loi 10curlty orc:Mtu .. 
tiOt:.ll 

( 4) L"''c:k or rnl on.eey "Prodtho f.~ U.9 l:leflc.h, enabltnr tr-.nJ• 
porta to 'M br<"ut)\t. aloao to 'hor.; 

(6) hck cr er.«"-¥ vt\11-:ry, &Ul.ni a •'ut.llow bnct-.,.,.•d £uttl· 
clc.r.• rroue• t~r tcr t~ u.!n ! a:;~~~ 

(6) Cv• •.,.·~a: \.y tM Jap~..e!:e to t~h!•"- avrprla1 by o'".oo~l~ 
dU'1"lcult l .ruHnt r1:.es n:! roor .,.a,t;.ho.r e.-a::dl~\or-.1 . 

a . N"•"• ... nt !r (M;r"tt!.,. s . The typl~al pr-o~odut"' ln 1'\.ndlnr; O?· 
t"r«ot11f'tli'r~co -::r=-~..-':lilo; or bet:h. I llr.e of dt:trc.yera 
tortu f.>JUt .. ··"' ·: .lf 1r~ ;"-,.t ;-e , lf!.th" Leu.vy rrllh~r or\.: t.tluhlp 
!bout::' I'll'• l..• r.J t~" Ur.:) of ce~ \t(lyc:-:. . f•t •rcupa or t.rfl.nr,.I'Jr't. 
r11ue11. Wto:t !" t1'~1 c.h$tr"j'tro v.J t:~ <: t-,.,11 \ .. ' '"~uoJa , At1 Gtr.,rr~t eerrlor 
•t.~o>·a \.1 lO'II+ \1,4 \'11"0 (t'C\U):I o!' tnn:fl"}!' ta . Ttv•11 .. 'Jout. Fl) hr~,u wlt.h 
• c•p tl•.y ?( l$C. 1 •• •:n ~"rh ah.rt i'or r~.or~, ucll hr.rt.~ l<oo1rt6 r.rtt'"'d "'ith 
2 or : 1!1'\chlne ~u·· .. • t:"··t .. l ,.'"'~r~l~ a:'~ 1.r.. o ro~ S.$•• to t'~ro upon tho 
bn~.ocl'··,, A!\. t'llly •• !l.l, fllot.o dOJll.v~ :- ~!' . ...,cth· Mtl trcrta. .. t tiro, wtlch 
h ........ ·ly l',)oV,I u;> to •'>out ~ .6C.~ rc.,t. hehlr.~·it\I"U.h\C • ot>t.,rvAtlon. 
Vl.d puu•ait rr1t•c•l"ln aro r rorld1d b'J Urcraft. eA-rrlerc ~cl 1r.n.tlcG 
tletd, &lr Otd,r on~t;Ush> d . 

b . T~r.·~a. The V- trent llr,ht t a!lk wh.le'l Ia uud by tM Jor.u-.on 
tir•• a.rr:or-~lorotn, IIDI!NI'.l~lcn t~co , $1) c.allbor oaehl..M ~ana. .. I.Urt>C~ 
blt.a rr• 37· - · C'..&.a •ro &ttlect.ed by tbt: alOpln.' rroot or thh t '"r.k. 
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o. Pltth Col· u .&.e•h!t!•s. The ccr:plet.e Utf':at. to which relld.tl'lts 
of tt. if\lti!:.,[M:; fi(.-. . . !;-to t.•~oe OUCIJO' t.aT• ~ u.tH lt aot krOIIIt), 
Phhlrt• ~·· i Ll'l"!! Jlr):t·~ holleTer, n• kr!.crma f.O 1. l dt.4 tha Jar:ac.ao 
lr; I CL.O f thelr :~:~.!lr.; oper£tioea. 

SoettOt:t II 
orrn J~Tl<'r. ~ JAPICS~ ro;;t £ 

1. !!£!.~· 

a, ~lr·Cr"und C~~~~~t1cns. Clo,• llai1~J ~twneD Japan••• atr 
rorc•·o 1\nTj nmnd Croopa u bii::;J~ mat Dh tnad by n tt' u• or I'Ortcbh 
radlo1 . Tl,I'II.J radlJ.I , eqo,~tpped with ttArphot~ec:, o.r ft carrtod on t ho 
ch(tll. by ttOtnt.ndlnt otfft'Jar1 or eomp.aniu. J.lr Porn., , wlt.h r:lr eupe .. 
rlortty, obun•o •he po!!ticmu or the Allled 1'ront UM! and troop d(

1 
.. 

politlon• lhd lllC;.Y\lt.Mta . :noir lnfo,.....-"tton 11 then r.lAYed to the 
J"I•MU!) CO! wrnc!_.,rc , who, ln Moy lntt4-llo'lll , 1\ro told when to AO•• tor­WArd ent ~~n to atop. 

~. Jn!'rntr~ . n-.o Ja~eae i~to.nt.ry a.t=t~d wit!\ cronadu ~~.nd auto. 
rAtlc worpor.,, :n"e f"bblftd vut. c.obUJty by lu'ria.c behlnd all ot.!"'r 
e"tWI ""'- n ... t ab,oltately r.eco¢uar:·. Tht>-lr at-tac\-• uaullll.;" .,... No:!' n 
d..ytr•o:~. C.:o~•"T ~t<m-~~r• OTo "? tJo .. tr c-.panltl by •qv.•d• q.J 
ct'lft.ulldtte t':.e •l th •d'fmu ucvtty detr::c'l:::eata prior<;~ thot attu>. 

e . J..oo .. l !•""'·r!~r. In 1':2r.:f l.noct.a::;c•• c!-J..Tln(' tJ-..o. •l"J'L"l uq-.atp, 
l\o .. '"P.VJ.. &.,. ao£ taktlf'J strcr.g ~u:rtty CilrUUre•, olt'Mr ~ll• 
h"lt· .:l In col\C'r.• or trblle CO"r~. r5~ or ll;;Jlt~ 't nt(ht •bo ,. ..... 
bt.n t•Oted by t~ tt-r.:.tta"', ~o h&Te C'•:·lta!hod on •ueh JOLp&ntae wo,U; ... nt••••· 

d, l~tor !'TMif!:Ot't.n.ti(!n. lr. :.tftl~'ll bot~ tho rlthh Ml! Jos-t.nue 
11.r-o \ldl'lj,; F.( 2Vif 'Y--h»r •-·nlolu •;ut.r-1r.gly, tor tn tJ.• low, I Of;(~ tlrrd!!l 
they t.nJ to beeroe C&!'!all:~d on any roM th~t h not hard lurfACed, 
41'1d t.her-ercrr bee0' eaoy t.l\r~h for onocy ~ttMJ·. 

• · ~oh,.rt~lo I:O•:,.ornte. tho J..,p&noaa have &qlllr:'lifld and t .-1\tnod theil' 
coldltre .tn lJ~.J,va to t r 'Lvol ror ~' nu·.sbe1· of do..v• throuah Junclo t.rolJ• 
wtth tholr Ga:tplloa dther in th.ttr p'\ek, or on tull tr_,-,lport "•hl­ol•• · 

r. £!!!h Dtac tpline, Cy('le troop• . or ~lco.h the J•pM .. e •ppeu 
t o ha'l\t fl t"llll lUll.)•, a.r.d '0oe tkt.aella!nh o(' IIIOtor tr.norort troopo 
o,.orved tn ~lay. hu• a ter.4.r.cy to bl.on.ch up whJle h"!ted "" .... n u wt:ll• in IIOY~nt . 
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-W-woter lint 

BOW 

TYPE "A" J APANESE L ANDING BOAT. 
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~-
O....all -50' (Ateo aome type boot - o-alt- 51.') 
WDter line -4 1' &tom 13' 
LoocMd meon draft- 3'x3" Loaded -..t frteboord-3' 
Powered wit~ low- apttd Z<ylinder totolint 1119ine . 
(A few Oitttl eneinu ultd) Approx.apttd: 10 tmota. 

E:ttimoltd copocity: uo-120 "''" f ultr t'lulpped. 

J'1guro 2. 
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PLAN 

BROAO-SIOE 

eow 

TYPE "8" JAPANESE LANDING BOAT. 

Overoll- 20' to 40' 
Po••red with 9ot01ine .,tine. 
Construction atmllor to o 111om•r llf1IIOGI. 
Only toml or1 1quipped with llulllt..Proof lhilld 1ft bow. 
Somt corry o li9ftl mochint oun in bow. 

/ 
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I POUndtr 

Appro• : 
Ow:roll-- 40' 
eeom -- I S' 

Cont truc:tt cl o, ttut 

plort olo"t '•"• tl nu 

Ont boot CIOCitd o I 
1$ Knou 

PL AN 

BOW 

'f!Te "C" Je.panese COMh\nation Picket And Co:nna.nd Boat 

Ft:ure 4. 
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PLAN 

BROAD-SIDE 

Water Line 

BOW 

TYPE "D" JAPANESE LANDING BOAT 

APIWOA: 
Overall - 30' 
Beom - 10' 
Conttructed tolely ot o tow boot. 
Hot o woo :len hull, aim i lor to standard motor launch. 

• 
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-
TYPE'( JAPANESE lANDING BOAT 
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PLAN 

STERN a SIDE 

TYPE "F" JAPANESE LANDING BOAT. 

~ox: 
OvtrOII- 4 o'(Aiso o 30' boot, this some type, used) 
Beom- 12' 
Boot is constructed of steel p4otes. A metol shi eld is rigQed .n bow 
f or protection. r. this shi eld there is on operture for o mochine 
QUI\. 4 0' boot clocked ot 9 knots. 

ncv• ' · 
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by gen%'1 l[orgenthau, J'r ., Secretary ot t he Treasury 
G eat J.akell Steel Corporation Plant, Ecorse, Michigan 91 
~anus IT 25, H 42 11:15 a . m. RAdio Station 'ltJR 

i!Y triends: 

The united St ates or America is at war . ;rust what does 

that mean? I t means that every last square inoh or it is at 

war. It means tha t every man, woman, and obild in the United 

states 1a a t war . 

Tho war is not sometbi.ng t hat arteots only the Phil ippines , 

7000 miles awe.y , and the Atlantic seaboard, where tb.e submarines 

or the enem;y are taltillg their tol l . It attecta us all. It is 

the concern or eTery American, l'lhetbsr be is i n Alaska or 

residing in the inland security or Illinois or Tennessee. 

Scores ot t hose in this gathering have sons in our fighting 

forces . You workers a r e engaged in war production, and all 

or our lives are di.rectly attected by the insurmountable tact 

or war, which is changing already the course or our day by day 

existence, no matter what our circumstances and no matter Where 

we l iYe. 

You workers here at t his great plant have demonstr ated that 

you real ize it to be your duty to yourselves and to your country 

to enlist your doll ars Toluntarily, dedicating them to t he 

winning or the war . Arter all , these dollars are merel y the 

symbol ot the sweat and ettort and determination you expended in 

earning them. And When you enlist your dollars you enlist 

yoursel ves . The more dollars you devote to Tiotory, the greater 

part you play in aohieTing the great objective. 
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fbi• pr oves What can be accompliebed by the cocplete 

cooperation or labor and D18.DB.gement, working together harmonioual;r 

in a eomJDOn cause . Thirty nationalities are represented here 

in this plant , but they are all Americana. The results speak 

tor themselves. 

It is my great pleasure t oday to bring to you on behal f of 

the neasury Department of your goverUlllent, this nag, emblemetio 

or the tact that more than ninety per cent of the 8 , 100 employees 

or this corporation, are payroll savings volunteers. This 

afternoon the Chrysler Tank Plaut will be awarded a similar 

decoration. I t is my hope that every plant and every business 

bouse in the country will earn and proudly display auoh a flag 

in the near future. 

The flag will fly over this plant as l ong as 90 per cent 

or mere or its workers continue to buy Defense Savings bonds by 

means or voluntary payroll savings. I am sure that it will fly 

u.nt11 the victory i .s ours . 
f' ,.. _t\.-,.v.Aoa 

And eo, ~. ~ I present to you, t or your employees, t his 

Ullited States Treasury flag, emblazoned with the figure of the 

heroic ll.inute Man and the thirteen stars Which bring to mind the 

pioneer states or our republic . 

MY congratulat ions and grateful appreciation. 

* • • • * 
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OF SECRfl'ARY MORGENTHAU 'S ADDRESS BEFORE THE 
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It iS a good and wholesome experience for any 

o!!icial from washington to come here to Detroit 

to meet a great audience or automobile workers. 

We in W&shlngton are much too accustomed to think 

that we sit at the very center of the war etfort. 

For the past few weeks we have seen our Capital City 

become; in a sense, the capital of the v~rld, the 

scene or wartime planning on a world-wide scale. 

The o!ficlals and admirals and generals or many 

countries are v.-orking together 1n Wr;shtngton at 

this very moment, planning the mllttary , naval, 

and ~conomic strategy that will bring Japan and 

Germany to their knees. 

Regraded Unclassified



95 

- 2 -

Mer" 
Yet all our strategy, ~~ matter how br1ll1ant , 

cannot accomplish 1ts decisive purpose until the 

materials of victory have rolled from Americef•s 

assembly lines . All t he individual daring &nd 

bravery of our ren ln unttorm cannot wln the war 

unless they are backed by the mass production of 

the implements of war. The real heart of the war 

etrort is , therefore, not 1n washingt on but risht 

here 1n your workshops and factories . The big 

push begins here . The greet offensive against the 

Axis i s under way here in your State or Mi chi gan , 

next door to you 1n Ohio and Pennsylvania , and 

wherever t he skill and energy of working men and 

women are producing the weapons or victory . 
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you in this hall are i n the tront Unes in this 

phase ot the war, and l am genuinely proud to be 

here among you today . 

'Jhis is not tm t1rst time that I have been 

privileged to visit the Detroit industrial area 

in recent months . Some ot you know that I had the 

pleasure ot attending a meeting ot shop stewards 

at Pontiac in November. I came back to washington 

!rom that meeting heartened and invigorated as 

seldom before. In that one evening I beard more 

sound coDIDOn .sense than I had heard in many meetings, 

in Washington or elsewhere. 
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From that daY I have been convinced that American 

labOr bas been ahead ot all or us 1n its willingness 

to produce armaments to wtn the war, whatever the 

sacriti ces, whatever the consequences . 

There is every reason tor the rank and tile 

or American l~bor to be out in the toretront in 

its understanding or the war and 1n its response 

to wartime needs. In the ttrst place, th1S 1s 

a people's war, to an extent never ~'GFe knowp ~ 
1n any or the great struggles or human history. 

This war iS a people's uprising against tyrants 

Who are trying to push us back 1nto the Dark Ages. 
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rt ts being fought by the people and it can only 

be won by the people ' s errorts, by your errorts. 

Upon your skill , your sweat, your willingness to 

dedicate yourselves to war production, the ultimate 

outcome will very largely depend. 

In the second place, th1s is a war agatnst the 

~\~ 
enemtes or the tree labor mime&~ in this and every 

other country . Nobody needs to stand before any 

group or labor men and -women ln thts country to tell 

1 t what Fascism means. When the Ble.ckshirts bullied 

their way to power in Italy twenty years ago, when 

others praised Mussolin1 tor making the trains run 

on ttme, Amertcan labor instantly kne~ Fascism tor 

what 1t was. 
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when Hitler crushed Germany ' s trade unions, you 

o! Ameri can labor knew at once that he woul d 

crush yours 1! he ever had the chance . 

LabOr h~s never been dazzled by the military 

accomplishments o! the dictators. Labor has 

never made the l!llstake o! 1mag1n1ng that Fasctsm was 

tn any sense a "new order" or that tts medieval 

tyrannies could supply us with any guideposts to 

our own !u ture • Now, at last, the 11 t e-and -death 

struggle has come, just as the rank and !tle ot 

labor !oresaw that tt would. As Hitler satd-­

truth!Ully, tor once~--·two worlds are tn contltct; 

one ot them must break asunder." VIe can tell him 

no~1 that 1t ts hts world, not ours , whtch will 

break and die . 
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But there is a third and etill 1110re compelling 

reason WhY labor has an immeasurable stake in this 

war. Labor in this country and elsewhere looks to 

a better world, a rreer and a 1110re secure ruture . 

Everything that labor has !ought ror a hundred 

years to attain will be lost rorever i! the 

dictators should win . Everything that labor seeks, 

' 
ror its children and 1ts children's children, iS 

bound up W1 th the success or the rree countries in 

the present struggle. 

I think I can describe those a1ms 1n a very 

re~words by telling you about a great picture 1n 

the Orand Central Statton in Now York . 

Regraded Unclassified



101 
- 8 -

It 111 a l.Ul1que picture because lt happens to be 

the btggeat photo-mural 1n the world; we ot the 

Treasury put 1 t there to help the sale ot Defense 

Bonds and Stamps,- and we made 1t b1g enough to 

cover an entire wall ot the Statton concourse, 

so that everybody could aee ft . 

But what makes me so proud ot 1t ts not 1ta 

stze, but tts message and tts sp1r1t . The !1rst 

ot 1ts three huge photographs showa an Am&rtcan 

tarmer and hts land, and the caption under tt 

says, ."That we may detend the land we love. • The 

second ts a panel ot children's races, with the 

caption, "That these may tace a tuture unatratd ." 
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.And the last shows a worker looking up ~t a 

ractory, and under 1 t 1s the caption, •That we 

may build a better world.• 

102 

'1\lOSe happen to be the ObjeCtives or the 

Defense Savings Bond campaign, but I also know 

that they are the objectives or American labor, 

and they are the greatest or the aims !or Whtch we 

are !1ghting this war. 

It may seem unreeling or me even to mention 

Defense Savings BondS to an audience in which so 

IIIBliY o! you have temporarily lost your jobS, 

suddenly and through no rault o! your own, because 

or the change-over to war production 1n the 

automobile industry. 
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1 know what you in thq Detroit area have been 

su!!ering in temporary unemployment, and I wish 

as fervently as you do tor the day When your plants 

will be back in full production again, and when 

those or you who are walking the streets will be 

back at your benches once more. Certainly I would 

never ask or expect any or you who are out or a 

job to buy Defense Bonds or Stamps . We have a 

slogan at the Treasury: •r..et• s make every payday 

Bond oa,y. • That does not apply to those Who have 

no payday and no regular income. The Treasury will 

never ask anyone to buy Defense Bonds it it means 

taking rood rrom his children or clothing and 

Shelter from h1S family. 
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The other day a Chtca~ advertising agency 

sent us an elaborate sales promotion plan based, 

!ranklY enough, (and these were its words) upon 

"the traditional dread among the American people 

o! being held up to public ridicule and scorn . • 

The Idea or this misguided plan was to label as 

a slacker everyone who d1d not buy a bond . We 

replied that we disapproved and did not countenance 

anything or the sort . We replied that we d1d not 

believe 1n the effectiveness O! 1nt1m1dat1ng 

Americans, and that 1f any such tactics were 

proposed, we would avoid them like the plague . 

fclf#7But ror those who 'do receive regular pay, those 

who have ~od jobs at good wages, there is a greater 
,..-----. -

need than ever to "make every payday Bond Day . • 
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tou who are working in the Detroit area have Just 

seen with your own eyes what a great economic 

dislocation can bring. You have seen rriends and 

neighbors hard at work one day and. thrown onto 

their unemployment insurance the next, as part or 

the price or preparing this country's ractories 

tor war. You know that those 'tlbo have built up 

a reserve or savings are better able to meet an 

unforeseen shock than those who have not guarded 

themselves 8881nSt it. Isn't 1t better to be 

prepared- in time? 
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Isn't 1t better to sareguard your fUture by setting 

astde a part or your earnings now, every week and 

every payday? Your country needs the money, and 

you need the security that these double-purpose 

bonds will bring . 

I am orten asked three questions about oerense 

Bonds which must, I am sure , be in your minds. The 

rtrst is , •can I get my money out i! I need 1t7" 

The answer is yes--any ttme a!ter sixty days !rom 

the date you bought your bond. The second 1s, 

"What happens 1! I lose my bond?" The answer iS that 

we at the Treasury have a record or every bond and 

its owner; we can supply you with another 1! you 

1dent1!y yoursel!, and we will be glad to keep your 

bond !or you at the Treasury 1! you wish us to keep 

1t tn the sate !or you. 
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The third question is, "VIill I lose money on these 

bonds the way so many peop.1.e lost on the Li bert y 

Bonds?" The answer Is that you can 't lose. These 

bondS, unlike the old Liber ty Bonds , are r eg ister ed 

tn your nar:te . You cannot t rede them on the n;arket 

or offer therr: In p&yment or a debt . You wtll el\'/ays 

get back !rom the Gover nment your one hundred cents 

on every dollar, and the longer you hold them, the 

more they will grow i n value . 

V.oreover, Defense Bonds not onl y help to p2y 

tor the guns and tanks and planes that will win the 

war; they also pay for l abor, your labor. 
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Every time you buy a $75 bond you pay !or the 

services or a skil led worker !or an entire week; 

every time you buy a Dond or even a Defense Stamp 

you are enabling the United Stat es c~ve~ent to 

pay you !or your work, and you are hastening the 

day when our fighti ng rr.en will be able to carry 

the war to Tokyo and Berlin . 

About a month ago two of your brothers in the 

Dodge local, Mr . Rubin and L1r . Swetz, came to see 

me 1n l'lash1ngton , to discuss ways and means o! 

hastening the conversion o! their pl ants to war 

production. Together we accomplished something , 

because those two men had the initiative to come 

to my office and also because o! t he fine cooperation 

or 1/.r. Patterson, the Undersecretary or war, Mr. 

Stett1n1us, the Lend- Lease Administr ator, and tr. 

~ .. T. Keller o! the Chrysler Corporation . 
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But what I shtll1 always remember about that 

meeting is the spi r i t that your representatives 

showed. I argued then, and I have said it tor 

months to everyone who would listen, that the only 

way to arm this country tn time was to order the 

complete and immediate stoppage or all automobile 

production , and the quickest possible conversion 

or the plants . Your representatives knew that 

that would mean lmmediate unemployment tor great 

numbers or men; yet when I asked them how they telt 

about it, they answered, without a moment's 

hesitation, •we can t-ake it; we want it done." 
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That was just a sample ot the sptrt t I have 

round among Amertcan labor ever etnce we at the 

Treasury started the Defense Savtngs program. It 

is a sample ot the sptrt t that the whole country 

haS discovered in the weeks since Pearl Harbor. 

It is the sptrit that 18 going to win the war . 

I eaid in Cleveland yesterday that the 

pioneers who settled thts ~ddle Western country 

did not let danger or hardShip frighten them. 

They regarded every danger as a challenge, every 

hardship as an adventure . That iS the sptrit with 

which you are meeting this crisis , the greatest 

that tree men have ever undergone. 

I 
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You workers of De trot t are tn the forefront 

ot the ttght, and I am cont1dent that you wtll 

see tt through until the ftght ts won. 

-oOo-
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lli()O A.M., Jtu1WU7 211, 1\142, 

lll'Nf.'l!O:~ JW'Ol!! 

1. ~ti.!: c '1)llllhf. 

!211A1.L2l '!'!A ' Fo r eeYerlll lillY• th~ ~ne117 1111• be~n bul.lcl1ng I.J'!I 
e1·" pi' $"D6r au ,.t tnck on 01tt lett. f or t l>l t ettor t , treoh hoot1lo 
roopo uaru bi'OLp.tt 1n under the pro tee~ \ion ot n&Y&l units* Thal l' alr 
rttpttra ... tona \t::r• ho.&~. ln a 4.41\lon. Gl.sht elror t a a t ptmetrn.t.toG vertl 
,r\tt t\lN\.: t.!'lu ~ u.b1c ~ coe.a t tn "D ef fort \o ou t flank our entire 
cA1 ~~on. ~o 11 t\.:1ek wu1 la\LD.ched )'B ft~rd.at. s..nd. uod.or 1 t K -,r ,.aPure wa 
tJ'e !ot·csd t.~ I~"' &round v1 th aome l oe t . At t hie t ime. hcveYer, 
•••••1 lhCArtlmr' 1 rll;ht flAak for coo lAunchd a e>ountera ttn<:k wHh 
.,ab1n.t: "ucel!e .. . t uo;.or tM b,. a ht:"'YY COAeen.t l'l\t\oa. of 155-,.. tire .. 

,~. nf,.At-1"1' : o1...nd ..!:~ ene:u- cae.pl~t \el.:r rlieor l)'lD.l &ei !n thi• &riC, 

,,,v.nc b'I.J.ndr~ dr or d~>p.d on the ! 1,.14 " • voll ae ~t1 t12q )f euppllee 
r •qUl!"'cnt '!'he oHUJ\tlcn h !\OW o :,.bll lucl. ~re 1o"" fnrt :Ur 
IJ..C.SO 'n tlu V1&1\:fiU>• or 111 !llnw .... o . t'.:lL'\11.= ~o furth.r nporto o f 
c-~~le ":t.1rl t~~. t:.C.h•,l&• The Brltl fth h,av~t hAd eo.1U! BUCce• • in ekbl ­
i:.lnc c. lin e "fr om e~t.tu P '\hat Oft the V i)flt ~ t~erftinc on the llltlt . The. 
•)'Wlllf) .,_.,,l.n ai'for t 11i ln the Vl)"t• ;Jl!J:nr.t JA.p~tnaae p repamt10DI t or 
r 1\ aa.rk o n ~a.r.gocm coJlt.tnue , wl t h ICI\tt, red 11 j$ht.1ng l n tt 1 Moulmel n 
lrtrlo t .. '1'11~ ;.reo• roporto that u.s. tOnd llr1t1oh f1~;bter piloto 

/ 

1en~:l)y• d. l l no r e eneQ· pl.nnotl ye: nterd.r\,y. 1nclwU.<:~g 7 tv1:-t nt1nu4 boill'l:l ft1''• 

~JL\I'Al.rua.\A· J~oP'\)wo o 1\C th'1t1 ln llov Oul.ncm and !low llrl to.in oontlnu eo, 
ccor4lt .fl to r.e1'1!ll r econ%1UI\ft0&, K'li.U'1!U11• Jlo furtber uporte. 

1'1.;l>tlo.c contlnuoo on the eaot orn f r on t 1n op1te or t ho cold. 
hro lr no repor t!d cr.&A:;o! l n t he • 1 .,111 t10.l, ( lfo o1t u..tl on 10&1' v 1ll 
e h ourd th1 • c.at.t. ) 

IT. -
Cro\!1\<1 /.xis forces o.r • ao•i nc lnr~ bodl .. of thel r troopo 

•• n h"'rd f r""' l:l. Aahol le.. A o t r oJ>l: co:.oon 1.o 100rln ~ nlong the -'1,-holle• 
••·•~•bh-~uetin: COR•t"l r oAd. Spor11cl' e nsl1t1n& Is reported In the 
n t.ftl.o ~Snun;m r r ei\ .. 

"~ t.L. 
C~lnat 

A!£· A.X1:t A1r "'or ca" con tlnut the nttempted nPut r '\.llJAt\.ln o~ 
In ?rtpnll tnni~ aod Cyrr •tcl e , bo th .Jr f oreen ~cntlnue ~ct1ona 
auppl:· 1 outea Md du,.--pt. 
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GROUP UEETI NG 

Present: 1lr. Blough 
!.!r . Bell 
llr . Sou the.rd 
!olr . Paul 
l.ir. Viner 
Ur. J.lorri s 
l!r , Thompson 
1!r . Sullivan 
1!r. Schwarz 
Llr . Buffington 
llr . Graves 
Mr. Gaston 
Mr . Kuhn 
Llr . Foley 
l.!r. Haas 
Mrs . Klotz 

January 26, 1942 
9 :45 a.m. 

H.M.B : Herbert, what have you go t ? 

113 

UR. GASTOI~: I don't believe I have anythin~. 

H. M. JR: Neither have I. Good. 

Ed? 

1ffi. FOLEY : I would like a chance to talk to you 
sometime this morni ng about the Alien Property Custodian 
stuff, a couple of companies . Leo Crowley had lunch 
With the President on Saturday. 
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H. M. JR: Yes. 

I.:R. FOU'Y: And I haven't heard anythin::; . I don't 
know what happened. 

H.t!.JR: I see . Well, I haven't heard anything 
either. 

YR. FOLEY: Here is a memorand~ for the diary. 
(Dated January 24, 1942, re Alien Property CUstodianship . ) 

n.Y. . JR: You tell thea outsi de . 

~. FOLEY: Then I think we ou:;ht to {:et straight 
on the silver legislation, Ur. Secretary, 1f you have 
a feY/ JTJ.nutes today. 

H. lJ. JR: Well , you tell them outside, but we will 
Just sit tight and md t until we hear from Leo, that 
1s all. 

MR. FOLEY: All right. 

H.M.JR: '/lhen he is ready, he will phone me. 
7.hat else? 

~. FOL..q: That is all. 

UP. . SULLIVAI! : Chaircan Vinson of the House t:aval 
Affairs Co~ttee called me t he mornins after the article 
appeared in the newsfaper last week that you and I were 
going to work with him in preparin~ a profit limiting 
oill. I had not talked with him before . I didn 't knor. 
whether you had or not. lie called and 1vanted us to 
help him prepare such a bill. 

(Mr. Blough entered the conference . ) 

H. L!. JR: I have not talked to him. 

!JR. SULLIVMI: And I said we lfould like to see the 
report , and he said he 'llould send one dovm. It hasn ' t 

Regraded Unclassified



1.1.5 
- s -

ret rtten here, but it ia a pretty voluminous affair, 
IDd think we would have to put our men to work study­
ing the report, but we can ~et into a great deal of 
dit!ioulty between his COIJIIIUt tee and House Ways and 
)IIane on that, and I just want ed you t o know that we 
were trying to steer a course through that . 

I understand that the Warner Brother s have a 
private st udio that t hey are willing to make avail able 
to us, and I would like to show that tax picture t o 
Bouee lqe and .Ileana and aeyboq in the Senate Finance 
who wante to eee i t before it goes out to the public. 

(Mre. Ilotz entered the conference.) 

H.K.JR: It is all right . 

KR. SULUVAN: Ther e 1s an article on taxes in 
"Cllok" you might want to see. 

H.K. JR: You mean the Di sney picture? 

KR. SULLIVAN: Yes. I think this article i s 
pretty good, better t han any the7 have had in the past . 
It goee on tor !our pages . I think it is prettr good . 

H.111. JR: .Ul right . 

KR. SUU.IVJ.N: I think Chicle 1s responsible tor that, 
ana it 1a a good job. 

KR. SCBW!RZ: Thank you. 

KR. SUWVAN: Are we all going to see this Disney 
pioture? 

H.K.JR: I haven ' t heard. I don ' t even know whether 
it h in town. 

KR. 31LLIVAN: Yea. 

H.JL JR: I s it in town? 
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IIR. BUHDGU: !he 'lliotvt. I han thrtt 
pr1Jlh w1 th at. DJ.mq will aot bt htrt utll tha 
firet of ntrl ntk. 

H.K.JR: Bow long doll it taktt 

IIR. BOFIIJIG'f(ll: StTtn ancl a hart 1111nutee. 

B.K.JR: I don't know when the eolclhra are in the 
studio. Well, aoaeti• during the da7. 

MR. SJLLIV.llf: '!hat 1e tine. The reaeon I aalted 
that h that there are fin hnndred of thea alreaq 
out, and I think the eooner we can get thea going, the 
better. 

B.K.JR: Well, he (Buffington) 1a 1Uppoaed t o be 
1Jl charge of that • 

MR. 3JU.IV.llf: I know that. 

H.K.JR: 1ncl I suppose that ia what he is doing. 

MR. BUFFIJJGTOB: What 1a that, Kr. Seoret&l'f'l 

MRS. II.OTZ: He can't hear JOU. 

i.ll.JR: Sulllnn sqa he ~3"' thettheae fin 
hundred pioturn will get out, I aaid thet ia what 
JOur job h, eo when we get to it, JOU oan dn us a 
report! but 70u oan show th• to the oo.J.ttee - well, 
JOU hael better - ou.lT one person oan handle the pub­
lioitJ. I don't know what :rou have done with the Pren 
Club. I aa not going to wom. The picture is the 
propertJ of Buffington. 

liR. SULUV.llf: '!hat 1a right, and the on.l.7 reason 
I made tht suggestion ia, I know he 1a reluctant to ltt 
IJI1bOclT aee it until JOU han. 

H.K.JR: (h! 'fell, I didn't enn know it wae 1n 
town. 
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lilt. SUU.IVAN: All right. That is all. 

IIR. PAUL: We had a conference Friday with Senator 
George and Yr . Doughten and m&de a progress repor t to 
them. They seemed very pleased and as a result of that 

they said if it were agreeable to you they ~cu!~ p?st­
pone anything public for about three weeks and continue 
the working along the lines that we han been working 

on. 

H.JI.JR: Well, don ' t you think that is an aw~ 

long time? 

IIR. PAUL: I don ' t think it is anr too much, no. 

H.Y.JR: You don't? 

IIR. PAUL: I think it should be stopped if we 
should stop h~progress or something or that sort, but 
for the moment I think we might work on that - with 
that schedule in mind. 

B.M. JR: It seems awfully long to me . What do you 

think, John? 

JilL SJWVAN: I think that thef are very anxious 

that every possible effort be made to get Stam in 
accord with the Treasury, and until i t becomes apparent 
that he isn' t going to give in, we will have to cooperate 
or we will continue to ~e accused by Doughten of not 

cooperating with the Committee. Randolph is entirely 
ri;ht. A great deal of progress has been made on m&n1 

th1ngs. On the big issues, I don ' t think stam is ever 
going to agree with us. I don ' t think he is going to 
agree with us on excess profits, but I think we jeopardize 

our posit ion unless we do pl&f along. Now, I think that 

Randol ph has it correctly analyzed by saying that until 

it becomes apparent that we are not going to make any 

proyess by cooperating, we should do it, and I likewise 
fee that the time tha~ has been spent thus far has not 

been wasted and that the time we save on the other 
end is much gr eater than the time that has thus far been 

spent in conferences . 
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Stam, you know, fell and sprained his ankle and 
was out for about a week, and th~t held it up. It 
hasn't been our end of the show that has held us up 
all this time . 

H. l.f. J~ : ·:iP. 11, I will l eave it with you two men. 
That is all I can do . 

12t. PAUL: I would like to - I am sure that is 
the right decision. I would like to see you about a 
couple of matters for a few minutes, but it doesn ' t 
have to be today. Tomorron would be all right. 

ll.U. JR: Would you mind tellinr, them outside? 

UR. PAUL : All right . 

R.I.!. JR: Please . Anything else? 

MR. PAUL: No, that is all . 

Jlll. SJLLIV AN : You remember l ast week you wanted 
us t o come in again on exempt corporations? 

H.M.JR: Yes. 

!.!R. SULLIVAN: And I tried for a couole of days, 
and you were busy on your speech. We wili be ready to 
di scuss that with you whenever you say. 

H. U.JR : I have got one more speech toni~t and 
then I am through . 

UR. SULLIVAN: I think that whatever we are goi n3 
to do on this , Mr . Secretary , 11e had bet ter do before 
we start on the tax bill becnuse then we are not goin~ 
to have much chance . 

H. JJ.JR: George, tell us nbout Hollywood. 

UR. BUFFINGTON: Five hundred print s were finished 
Saturday nieht, were shipped out of there . The schedule 

Regraded Unclassified



1.19 

- 7 -

orifin&llT called tor the laat !iTt hundred to go out 
on he aennth, but thq will fo out either 'l'huredq 
Jligllt of thh week or Fridar n ght of thia week. '!here 
11 a oompllte aohedula worlr:td out b7 the National Soreen 
Serrloe who the Program Committee of the War !ot1Tit1u 
eo-1 the haa permitted to ha.ndle all releaaea. We 
will han week]¥ a list of the theaters where ea.oh 
print 11. Thq will be ahown in JII&D1 theaters within 
tin a.nd a half weelr:a. 

The Diener studio in California a.nd their oftioe 
1n lew York are handling the publioit,r, coordinating 
en!71h1ng ther do with Chiolr: Schwarz. 'l'he tirst releaae 
probab}J' will be Thursday ot thie week. 

H.ll.JR: wey coordinating with Chiok Schwarz? 

JIR. BUFFINGTON: Well, I wa.nted to be sure that 
there ia nothing that ther do in the ma.ttera o! pub­
lioit,r that might in any war interfere with the polior 
of the Tl'ea.IUJ'1. 

H.ll.JR: Then that has nothing to do with the 
dietributlon ot the-- · 

JIR. BUFFINGTON: No, no, stories. 

H.ll.JR: No, stories. Ther han been talling~­

H.K.JR: That 1a good. 

What I would like to know, is the picture &D1 
good? • 

liR. BUFFINGTON: I thi.Dk it is tina. Peter Odegard 
saw it a.nd Harold Grana saw it Saturday morning when 
I got in. 

H.li. JR: \Yhat Ao rou think about it? 

JIR. GB!VES: I like it verr much. 

H.K.JR: Not enthusiastic about it? 
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MR. GRAVES: No, I &Ill. I think it 1a a fine 
picture. 

J.IR. BUFFINGTON: We hue been.ginn aixteen thousand 
boards by the Outdoor Advertising Association. In ~ 
absence, a poster was prepared which we wanted to use. 
We were told this morning that we oan get the sixteen 
thousand poaters--

H.JL.JR: Now, the last I spoke - Bell called me 
up in Florida on that, and I eald all of the poatera 
were to go to Defense Bonds. 

MR. aJFFilfG'lON: These are in addition to the 
ones going to Defense Bonde and in no Wl:f interferes, 
aa I understand it, with the boarde they have allocated 
to the Defense Bonds. 

H. ll. JR: Bell said Defense Bonde were working with 
the National Association and you were working with New 
England. 

MR. BUFFINGTON: No, the New England man c&llle to 
aee me as a representative of the Association, and he 
was in favor of having the boards used for taxes, and 
Mr. Fulton, the president, waa in favor of havin~ it 
used for Defense Savings and there developed a little 
altercation in the organization, and, aa a result of 
that, Kr. Fulton c&llle back, aa I understand it, on 
Fridar of last week and offered the sixteen .thousand 
boards for taxes. 

H.ll.JR: How 1IWlJ' does that leave Defense Bonds? 

MR. BUFFINGTON: Thirty thousand, I understand. 

MR. GRAVES: Well, they are the eama boards . 

MR. BUFFINGTON: Same boards they had before. 

H.U. JR: Well, you yourself told me you couldn' t 
get the thing out in time, and I O.K.'d the thing once 
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with rou present to let th .. go for Otten•• Bondi. 

JIR. BUFfilfGTOJ: 1fell--

MR. GRAVES: I thiDk llr. Buffington ana I ought 
to get together on that. 

H.K.JR: I thiilk rou ahould. I don't think rou 
lhould bring it up to .. , George. George, rou roureelt 
told 1111 rou couldn't get the thing readi in tl.ae. 

liR. BUYFIBG'l'ON: Bo, I aaid that the Defense 
SaTinga group told ua in Dan Bell' a office that it 
nan't poaeible to get tha boarde out in tiM. 

H.ll.JR: You said rou couldn't get the thing out 
ao it would do IDJ' good, and ther wre nad7 to go, and 
rou agreed to it here in this office with ae. 

IIR. BUFFINGTON: Well, I did at that tille,. but when 
ther oame back and said that we could haTe these 
sixteen thousand boards, and then--

H.V.JR: Well, ia it part of the thirtr thousand? 
~ 

IIR. BUFPINGTOll: No, it 1a not. It 1a in a.ddition 
to th~t. 

H.ll.JR: Well, rou bad better talk with Harold 
Grana. 'lill rou? 

MR. BUFnNG'l'ON: All right, air. 

H.ll.JR: You and Ha.rold better get togetheri and 
in thia aa.tter, if rou don't mind, wlia.teTer Baro d 
decides will be tina.l. And aa to that aort of thing, 
JOU will ha.ve to clear that with Iuhn and Odegard. You 
han got to olea.r that with Kuhn and Odegard. Now, 
what elae? 

MR. BUFfiNGTON: That ia all. 

H.K.JR: Have IDJ' tun out there? 
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MR. BUFFINGTON: ,Well, I got in at ei,dlt-forq, 
and I was in the Stud!o until one o' clock {he next 
morning, and left Frida, afternoon at four forq-five . 

Teohnicolor has done a marvelous job. This is 
the fasteat time they have ever gotten - this is the 
biggest single job they have ever handled and the 
fastest time they have eve~ made in printing. 

H.K. JR: O.K. 

Ferdie? 

MR. IUHN: I have nothing except that the tu 
sonf was launched on the air last evening by 'Eddie 
Can or, and I am told it was very, very good, and 
Chick got out a story on the song to the papers, and 
the Times printed the full text of the words this 
morning. 

ILR. SCHWARZ: The Herald Tribune and the Times 
Herald also carried all of it. 

UR. KUHN: It is a question now of plugging. 

H.l£. JR: Jake? 
JIR. VIm: There are going to be hearings on a 

war risk insurance bill. The TreaSUI'T ought to have 
some interest in that. It ougbt at least to aee that the 
bill is read here by somebody. It m&1 be a big proposi­
tion that concerns you very much. 

MR. FOLEY: I think Dan haa been following it. 

MR. VINER: Has he? 

H.K.JR: He was to have been hera this morning. 
He was to have had my estimates on my financing. I wonder 
if he is aiok. 

Who would you suggest to do it? 
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MR. VlN ER: I think there ought to be a Treasury 
po licy on it . 

(The Secretary held a telephone conversation with 
J,lr . Bell). 

H.'l . JR: Ask Bell who should do it, will you, Jake? 
He has been fussing wi th it . 

~$.. VlN ER: It. is not a ~nor thing. It ma1 mean -
it may affect very unportant tnter ests in the Treasury. 
I woulc say that Harry Vinite•s section ought to work 
on i t. 

(Ur. Pel l entered the conference ). 

H.Y. JR: I hadn' t forgotten. I t hought you said this 
morning you --

!.ffi. BELL: Well, I am not, but I just thought I 
would sleep a couple of hours . 

H. II. . JR : r,ood for you. I approve. Well, before 
you l eave, if you would - Viner raises the question 
of this ~ar risk insurance, who is going to study it in 
t 11e '~'reasury . Will you give it to some cody'? 

MR. BELL: '\'.'ell , I started out to study it, you 
recall, and Jesse announced wi th the approval of the 
wlUte House that he had created a corpor ation, and he 
has since gone to Congress and ~o tten Congressional 
authority, end I believe he is 1ncreasing his borrowing 
capacity to two and a half billion dollars, part of Which 
is for that. 

(!.lr . Southard entered the confet•ence) . 

Do 10u think we ought to do anything a~out H.!I. JR: 
it? 

MR. PELL : The only thing I think we can do is to 
just watch it and see whet kind of a liabil ity he puts 
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upoD the Treasury. Apparently he baa got \iihi te House 
approval. 

H.M.JR: WOuld you have somebody look it over? 

loiR. BELL: Yes. 

H.M.JR: Who will you give it to? 

loiR. BELL: I don't know. Vihi te baa done some studying 
on it and furnished me several memoranda. It is ?robably 
between White and Haas . We will get together on 1t. 

H.K.JR: Well, leave me a memo on it, will you? 

KR. BELL: All right . 

KR. VINER: Is it going to be free insurance? 

KR. BELL: I think it is all free. 

H.M. JR: The President said not. 

KR. VINER: Well, the tax people ought to have a 
haad in it. 

KR. BELL: I have seen nothing on it so far as the 
charges are concerned. It is a Govermnent matter, and I 
understood the corporation would stand the whole bill. 

H.K.JR: Well anyway, pin it on soaebody. 

KR. BELL: .Ul right. 

H.M.JR: And at a quarter of eleven for that Disney 
picture, you are tll invited. Anything else, Chick? 
Ro;rt George? 

KR. HAAS: Ur. Swope would like to change this daily 
table. You are receiving it in thi s form now, and he 
would like to change it this way. Tb1s shows the st ock on 
hand in the Federal Reserve Banks and the Treasury. 

I 
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B.M.JR: Welli I 11111 take rq old one and the one 
be gets, both. I ike the wa:r I han b .. n getting i t . 

MR. HilS: O. IC. 

B.M.JR: I want to see the da;r where there are no 
unfilled orders. 

liR. HUS: Tea, that la wbf I wanted to check with 
:rou. tet me do it both war•· · 

B.li.JR: Let • han both. What does that mean, salu? 

liR. HilS: That means the aalea - the;r sold thirtr 
aillion dollars worth with that aan;r pieces in the sales. 
We get the figures once a week, eo we oan give ,-ou that 
figure. 

B.M.JR: I will take it both wa;ra. 

liR. HiAS: All right. 

~ .M. JR: Harold? 

liR. GRAVES: Nothing. 

B.M.JR: I would like to ask ;rou something personal, 
it you would ata:r behind a minute. 

KR. GRAVES: Tea, air. 

KR. SCBI'lARZ: ll!b )(cDel'!lott oallecl • just before the 
meeting. Be hadn't been at Kr. Hull's press conference. 
He checked. Be said he didn't aa:r an;rthing oft the 
record along that line, but he talked with some of the 
boys over there and the7 said in hie 111nner that some of 
thea got the impr ession that he was treating it lightly, 
that he said it would have to be studied, and that it 
••• out of hie realll for the time being, it waen•t 
an immediate practical matter. He said there might be 
some baeia, but that that statement was wrong. He 
oheoked it this morning. 

H.K.JR: An,thing else? 
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WR. SCHWARZ: You might like to see the supplement al 
clippings on Cleveland. 

H.M.JR: Thank you . Were there any cl ippings on 
yesterday' s speech? 

MR. SCHWARZ : Yes, there were some in the group 
I sent down earlier. 

B.M.JR: Either you (Southard) - I don' t know ­
with \':'hi te and Coe away I don't know how to fet this 
information, but between you and Frank Dietr ch, one 
or the other , will you get for me from the State Depart ­
Eent all the exchanges of cables between Rio and the 
State Department? I would like it this morning. In 
regard to the Stabilizat ion. I want a complete file. 
Now, whether Frank Dietr ich ~eta those or how t hat is 
done, I don't know. 

MR. SOUTHARD: It woul d be a matter of being sure 
we have got a full set . ~~at we have, we have organized. 

H.lA.JR: You might even go over tnere. There 
may be some cabl es - I am suspicious that somebody shot 
a cable down there that we don ' t know about . I am 
suspicious. I think if you got it you might go oven and 
I don't see why you just don't ask them for a set . Just 
say that I would like to have a set out of l!.r. Hull's 
office of every cable that went, and was received , 
pertaining to stabilization Fund. 

lr!R. SOUTHARD: All right . 

H.!!.JR: And then the burden is on them to produce 
them all. 

MR. SCHWARZ : That is all . 

MR. MORRIS : Nothing. 

H.M.JR: How is your number of corporat ions? 

lriR. MORF[S: The reports are as of each Set urday, 
and we don ' t get t hem until Tuesday night or they 
would be available to you Wednesday morning. 
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B.ai.JR: What was the ruponu to tbo11 twln 
telegr ... t 

IIR. II>RRIS: I han tither Dine or ten uewel'l, 
ot ,.btoh two were this IIDI'IllJll. lloat ot thea are 
taToreble. One raises a queation about laok ot bonda 
in the Atluta dietriot that I want to follow up on. 
Atlanta aent out a requeet to eerporationa to pleaae go 
alow, beoauae the7 were Ter7 abort ot bonaa. 

B.X. JR: Wow, that waa the tirat week there were 
twaln ud the second week there were about a hundred 
caae in, weren't theret 

IIR. XORRIS: There were tweln JDOre, a total ot a 
hundred and eighteen toda7. 

B.ai.JR: I would like toda7 a telegraa to go out 
to the seoond lot, the hundred and twelTe. 

IIR. J.DRRIS: I aaked for that infol'lllltion as ot 
the close of last Saturda7 to be here tomorrow.mol'll1ng. 

B.W.JR: But rou onl7 sent it to twelTe. 

IIR. MORRIS: But !or the second batoh, I will not 
haTe the date until toaorrow aoi'Ding. 

B.W.Jih Oh. 1fell, then 70U can send 1t out to.orr<IW 
night. 

IIR. II>RRIS: And I had hoped - when I get that I would 
like to look at it because it a&7 be I can do some on a 
s-.pling baaie . 1 tried to make it somewhat personal 
instead ot Just an i.llpel'lonal telegr .. , beoauu I think 
the ooapaniee !eel .ncb better in getting something 
that ties in with the tacts, rather than Just a blanket 
one. 

B.V. JJU I don't went to be -I wut to do it once 
110re. 

IIR. JORRIS: Yea, but JU.7b• on a uapliDg baah. 
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1)0 7011 want the -.bole hundl'td end tweln, or perhapa -­

H .~.JR I Wo, aa.pling wil l be all right. 

JIR, li>RRIS1 Supllng baeh on that group. 

H.V.JRa That will be all right. AnJthing elee'P 

Jffi, JllRR£8: lothing. 

H.V.JR: Dan, you are juet in thie aorlillg, aren't 
JOuf 

Jffi, BELL: Tea . I have got a nuaber of things I 
110uld like to talk to you about . 

H.X.JR: Well, I wee holding up the appointments . 
I will see JOU at eleven so that JOU can go back home . 

Dan is going to at&J home the reet of the week, at 
111 orders . 

We will co111 right upetairs from the movie . 

MR. BELL: O.I. I have a nuaber o t things I 11ould 
like to talk to you about it. 

B.V.JR: ill right . We will come right upstairs. 

KR. PAUL: Can •e make those other appoint.enta 
now'P 

H.W. JR: Jo (laughter) . I will tell you, .Oat 
I am ••lting for, I have got this apeeoh at a quarter of 
elnen, whioh co11ee next. That is why I am holding 
ever7body ott. I want to do Dan, ao be can go home. 

MR. PAUL: I thought it •as Dill. 

R.M.JR: No, when I get this one more speech out -
I have done three in three da71, •hich ie two too m&n1• 
So •e will get this out of the •aJ, and we will get back 
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to normalcy a&ain, as far as I can make it. 

VR. KUHN: Four in three days, Mr. Secretary. 

H.lo!.JR: That is right. One at the Great Lakes 
steel. 

}lR. TOOliPSCtl: We are ~lanning to aubati.tute the 
"ord "victory" for "defense in this l(inute ),{an apbol. 

}lR, GRAVES: That is only on the letterhead, Nor­
aan? 

JiR, TR)loiPOON : Well, I thought if we do it on the 
letterhead, ~e should do it on checks and other things. 

H.~.JR : Who is behind this? 

bffi, THOJ.!POON : Harold Graves ' organization suggested 
it . 

MR. GRAVES: Our people have sent out mats to all 
nenpapers with that change, instead of "For Defense" at 
the top, it is "For Victory". 

R.M. JR: Do you went to take that up with the 
VacLeish Committee? Do you think they would be 
interested? 

llR. IUHN : They are for it. I have been telling 
them that you don' t have to change the name of the bonds . 
You can change the tone of the copy and do the same 
}ob. 

VR. GRAVES : We still continue, as you will note, 
further down on the copy, to talk about defense bonds , 
but at the top - -

!iR. MORRIS : Don•t you think you are going to have 
to chan&e the name of the bonds? 

llR. BELL: There should be a word •and" between 
bonds and stamps. That came to me saturday, ~. 
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secrehJ7, am I raised a quut1on about it because ;you 
will recall, I think two or three weeks ago, some such 
matter was taken up with the President, and he said, 
"No Yiotory on an7 posters because we haven't had anr 
Yictorr,• and that is the reason I raised the question 
about t . 

B.Y..JR: There is a poster committee too, which the 
president haa created. 

KR. lUBN: I understood that he waa aimpl7 opposed 
to changing the name of the bond a. 

MR. r.RAVES: That is what I understood too. 

MR. roHN : But in posters and in COP770U can alwaTS 
speak of --

R.~. JR: Where is this poster committee? Lowell Vellett? 

MR. KUHN: It has had no meeting yet . 

MR. BELL: No, he was opposed to a Yiotor7 program 
going to Congress because he said, ~e haYen•t had any­
thing but losses so far, so why emphasize victorf?" 

B .~.JR: ~11, I tell you what you do. To make the 
record, you see, I would take it up officially at this 
llacLeiah Co!:llli ttee this afternoon. Will you? 

KR. roHN: Right. 

R.M.JR: And then before it is in effect, I would 
llke to have you take it up again with Me, because I sa 
not sure 117aelf. 

MR. KUHN: The7 have issued an order, I believe, 
that all Government agencies with the word "defense" in 
their title should change it to "war. • "Economic Warfare 
Board, • and so on. 
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H.M.JRI Who haued the orde~ 

IJIR, !UHR1 I believe --

1.31 

u.K.JRI Well , theJ are in direct oontradiotion of 
'!lhat the Pruident uid. l.n1"•1, it won 1 t do. IDJ har1l 
to take it up thi a attemoon with )laoJ.ehh, and then 
1 aa1 even aak 1ou to clear it with SteTe EarlJ. Let 1 a 
clear it -.1. th JlacLeiah and .Sten J!arlJ. I .. not oraz7 
about it. 

)I(R, BB.L: I u not either. 

B.M.JR: So even if the1 aa7 "Tea• I .. not eure that 
1 will. I U.J aaJ "llo". 1 u not craq about it. 

KR. XUBN : I like it. I think it ia perfectl1 all 
right without changing the title of the bonds. 

R.lol. JR: But that isn 1 t the point. I am not 
orn)' about 1 t. 

liR. mi!N: llq I take this? 

R.~.JR: tea. Aa I saJ, I would like JOU to go 
through the )l(acLeiah Coaai the and through - and there 
i1 no u1e sending it oyer. You haTe got to walk it oTer 
to Sten Early, aoaebod1, rut I • not - and I u 
not 10ld on it .,aelf. I sa not aold on it a1aelf. Ia 
t hat all? 
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Present: 

Januar y 26, 1942 
10:80 am 

Lord Halifax, British Ambaaaedor 
Sir Freder ick Phillips 
Mrs . Klotz 

• 

132 

Th~ Ambassador : You will r emember that you tal ked t o 
Phillips about t he general financial condi t ion. You suggesteJ 
that it woul d be best for the Prime Minister to take the matter 
up with t he Pr·esident . 

HU J r: Oh, no. It was not my suegeation. Phillips · 
ga,·e ct two alternatives: (1) That the Chancellor of the 
Exeheauer should take the catter up wi th ce; and {2) That 
Churchill r.oul d take the catter up with the President. After 
~iv ing oe the two alter natives, I said that I thoufht it was so 
ll:l('Ortant t hut it would be best coming froc Church1ll to the 
President . 

The Ambassaaor: We put t hat up to London and we received 
en answer that the Prime Minister was so d~er i n the day- to- ci e.y 
job of the war that the~· hes itat ed to ask him to take up the 
matter di rectly with the President , and I think he is reluct6nt 
to do it because he i s not conver sant to do it . They came back 
to the other alternative . They would be ouite ready if the Chancel­
lor eocld &end you a f ormal message , and 1 have such r. messa~;e 
and I can show it t o you off the record or not. 

I have a thi rd alternative plan if the second is not ac­
ceptable . I could see the President and put whatever I have to 
~~;· to him myself on instructions f r om London . I see c~rtain 
o1sadv~ntaees and yet certain advantaees . I want your JUdgcent 
as t o these two courses of action. 

HM J r : Let me think out loud . I wil l be frank just as 
I alwavs am. I want to look at it from vour standpoint as to 
how 'Re' Ctl.n get t he money . If the thing 'comes from the cr.~~.ncello r 
of the Exchequer to me and then I have to go around ~o t he 
tarious departments and try to get thls money, and I am willing 
to do it just as I have in the past .. · .... 
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Phillila: Stettinius got orders to put it in his new 
Lend·Lease 81 I, and in the dra!t is a wide margin to cover 
these things. That draft is now going to the Budget. 

HJ,I Jr: That ' ~ all the more r:: ::.~on 11h7 it should be given 
to the President. Lend-Le~se is under him and so is the Budget. 
Then when you ssw the Preudent, he would send you to the Director 
o! the Budget. If you didn' t mind , you could then suggest that 
the President should send it to the Director of the Budget. 
This will help so that I would not have t o battle with the dif­
ferent departments, which I 8111 willing to do 1 but I do not want 
it to become a personal issue that I Sill teying to do it. 

The Ambassador: The doubt that I have in my mind is 
that the Pl'eudent DUght say and think, "What is this fellow 
coming over to see me for? He never talked to ae about aoney 
before. He doe an' t know anything. I do not know anything. Why 
does be waste my time? Why doean 1 t he talk to Secretaey 
Jlorgen tbau a bout i t?• 

KW Jr: You are right. Your reaction is absolutel y right. 
It Cburohiii does not want to do it 1 let the Chancellor of the 
Exohequer send it to me personally, and I will do it the beat 
I can for you. It, after a time, I fail there is always time 
to go to the President. 

Phillips: You do not want it put up through Winant? 

H» Jr: No. When I get this thing froa the Chancellor, 
I will iiiira copy to the President, Hull, Stiason and Jl:nox, 
and ask them for their suggestions. 

The Ambassador : Would it help or binder if I said a 
word to Harry HopkinaY 

HY Jr: It would help. He is in the hospital now. 

Phillips: Well , we came here to get Kr. Korgent hau' s 
decision. 
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KW Jr: Mo, thie i e 70ur deoieion. -The Ambaeeador: It ie hie informal judgment ae a friend. 
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BRITISH AIR COMMISSION 
1785 MABBACHUSCTT8 AVIHUI: 

V!¥SHINGTON. 0 . C. 

t.i~:- t he co;oplhen.s of tlril.hh Air Co;z.>.bsion, 
•b> enclose St.<-tc""n~ No . 17 - Aircr..l't ~eoJntcheQ -
for n ek ended J anu::....,- ZO, 191..: . 

The Hon . Henry Morbentnnu , J r . 
Secret_ry o: t he Tr8 Q3U."Y 
'it.Silir<wton , D. C. 

J unU!l!')' ;;;.., , 191.: 
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~IFClt"J"l' DES?ATC:iED fRO'I Till TJ'liTrD STATFS 
D!JBf.G 7" 1'".( ~'WJ) J!l"U'~Y 20 . 191.' 

""ide le far t Port Sud£.n 
CtMda 

III Rueob 

Port Suda:1 

tJ . !( . 

BY ~£A 

9 

4 

,.~:a ·-:- rcrst 
F.t.'"Vr rd II Carol'da 

136 

BY t lP. 

1 

6 

1 65 
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TREASURY DEPARTMENT 

INTE R OFFICE COMMU NICATION 

secretary Uorgentbau 

J.lr. ltamsrolt 

137 

DATE January 26 ,1942 

subject: Shipment of Planes to British Forces 

1. In the ~eek end1n~ J~nu~ry 20, a 
total or ~2 plPnes or all types (22 combat 
planes, 6o trainers) ~ere shipped to Br1t 1sh 
forces. 

2. The number or planes &hi pped to the 
9r1t1sh since Janu9ry 1, 1941, hAs no~ 
passed the 5 , 000 mark. Ll~ht and medlum 
bombers MAde up 33 percent or the total 
number ,trsi ne r s, 31 percent, and pursuit 
planes 30 per cent. The rema1n1ng 6 percent 
or the total was scattered among naval patrol 
bombers, heavy bombers, and army cooperat i on 
plane a. 
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'hble A - 5h.1ps enta by Area 138 

Week End1ng 
Total ehl~ped Total shi pped 

i n 19 2 s i nce 
Jan .?0 ,194? to date Jan. 1. 19111 

Light and med1um bomber s 1 1 1,1?' 
Hu•r bombers 0 0 10 
saul patrol bombers 0 0 102 

Purault 0 1~ 3211 
Aret coopet .. ~:~r. 0 

~ 't'ralnere __Q __Q 

Total to the Un1 ted K1ngdom 1 1! 1, 7111 

~ the lllddle Eut 

L12ht and medium bombe rs 3 ?9 359 
Hea•r bot~bera 0 0 5 
Pursuit 9 811 932 
mr Cooperation 0 0 0 
Tralnt ra __Q ~ l5.Q 
Total to the ll1<1dl e Eaet 1 ? 121 1 ,11116 

!o the Brl t18h P•eH1e Forces 

Light and med ium bombers 0 0 95 
Novel pet rol bombers 0 0 27 
Puroul t 0 0 168 
Trslnere __Q _Q 105 

Totol t o PaoH1c Forces 0 0 395 

!o the Forces In Russi a 

Ll!llt and med1WI bombers 4 II 118 
Pureult __Q __Q ~ 

Total to Ruu1an Force s II 97 

:o the Canodlan Forces 

Light and med1um bombers 0 1 55 
Kavol pot rol bombers 0 7 15 
Pursuit 

66 
5 117 

Trainers lQl Lnl 
Tot•l to Canadian Forces o5 116 1,3911 

Light and medium bombers 8 35 1 ,68? 
Heavy bombers 0 0 109 

N•val patrol bombers 0 7 11111 
Pursuit 111 102 1,520 
Aray Cooperat ton 0 II 3g 
Trunera 00 ill ~ 

Total 8? ?59 c;. 0116 
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Tabla 8 - Sh1paanta b7 Typea 

aell .u:-oobra 

aot1ng B-17 III Boat on 

sreuttr Buttalo 

Week En41nc 
Jan. 20.19&2 

0 

0 
0 

0 

cuan• T-50 ~ 
eon•oHdatad Oatal1na 0 

L.8.30 (B-24) 0 
Liberator I (B-24A) 0 
Liberator II(B-248) 0 

Curtiu 11ttrhawlt 
Toaehawlt 

Douglas Boaton I 
Boston II 
Boston III 

ra1roblld 24 R-9 

Olann IIArtin Bal Uaore 
llaryland 

GI'WI!Ian llartle t II 

Locltbeed Budaon I 
Hudeon III 
Hudaon IV 
Rudaon V 

rortb Aaer1cen Rarnr4 II 
lluatang 

P1toa1rn Autogiro 

Vought 81ltorekr Obeaapaalte 

Vul tee Stineon-049 

Grand Total - All TJpea 

14 
0 

0 
0 
4 

0 

3 
0 

0 

0 
1 
0 
0 

6 
0 

0 

0 

0 

82 

Total 8h1ppe4 
1n 19~2 
to d&h 

0 

0 
0 

0 

7~ 

7 
0 
0 
0 

89 
0 

0 
0 
4 

4 

29 
0 

0 

0 
1 
0 
1 

37 
13 

0 

0 

0 

259 

139 

Total Sh1ppe4 
· a1noe 
JAJI . l, 19~1 

15& 

20 
)9 

168 

622 

1" 6 

~t 
~71 
593 

1 
81 

&4) 

26 

97 
150 

41 

1 
352 
70 

)98 

934 
93 

5 

50 
4 
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fable 0 - Pl&Do lbl~oto to tbe Br1t1•b b7 Wook• 

loYal Arfq ... ... "7 patrol ..... """'" bo!btn 
Coopora-

Pum1' Sltp frt1ntn tl!ll 

W.rt'r ....... ot 
oMs ato u 19'1 '2 2 ' 27 1 28 92 

,....., '· 19'~ " 0 5 ~ 
~ ~~ 72 

,_, ~· 1 _l_ 0 2 0 105 
,_,., ' 1,..2 ~ ~ 1~ 0 ~ _§L 

total llbl,...,. 
11•• ,....,., 1, 
19'1 to .. ,0 1,682 109 1~ 1,520 '5 1,556 5,0116 
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I '16, 1~. 

t .. 
.._.,.. *• .... ,._ U. • lnal ' ..... 

a.lrei ... Yeft.tw-~Ww= 
u• f!ll ... tr ,...., fll .. • • · a'':Mw 
IW .. _. _... I 'I' "· 1,-e, ..._ WW 
u ... el ..... " .. -'" ... ...... 
Ill ....... s al •• • ..... el ... ,.., ...... -•*'·--~- "---, c 

' 

da:l/26 /'42 
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For IUsa Chauncey 

1_, 1111, 191111 

991J'II!II!W, 

»-u ••· .. o .. laql At!!!!toat lr· 1 . D. Dl!e 

1 - oaoloolac ov oo.,llatloa for tiM - ·-

1-'1 111, 191111 . Uowtac 4o1lar 41o-.-ato _, of tlllo 

Jr!Uell ... l .. aa4 r...,p _,_,, at ~lo '-It M4 tlllo 

-• 'T Olblo ll tllo .. n:peKltvoe .,.,. t1-o4. 

Jallllhll7 ,......., 

(llpo4) L . w. l:aoko 

L. W. laob . 
Yloo J .. el4oat . 

floe loaoralllo Joaq .... _'"-· lr. 
Joore'-'1 of lllo tr.......,, 
laellllll'oa, D. C. 

IMloftrl 
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-- Treasury Department 
Division ot Monotary Research 

'l'o: seoret &rl' llorgenthau 

Fro11: ll.r. Sou tbar<1 

Dr. V1ner baa auggeated that 
you may be interested to know th&t 
Prime M1n1ster Vackena1e I1ng w1ll 
announce tbia afternoon 1n the 
canadian Parliament tha t canada 
w1ll cancel $1 b1ll1on or Grea t 
Sri ta1n 1 s outstanding debt to Canada 
and w1ll oontinue giv1ng tinanci~l 
a id to Great Britain - - without any 
repayment obligation -- up to 
$SOO million per year. 

1.46 

--
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Jll(Jr : 

Robert 
Rouse: 

l!l!J r: 

R: 

Jll(Jr : 

R: 

II!(Jr: 

R: 

ID!Jr: 

R: 

R: 

h'Y.Jr: 

R: 

W.Jr: 

R: 

Hello. 

Good morni ng, a1r. 

How a re you? 

F1ret rate. And you? 

I 1 m all r1ght. 

January 26, 1942 
11: 20 a.m. 

You got back trom Cleveland. 

Yes. 

Right. 

147 

Now, I understand there's a misunders t anding 
on my speech i n New Yo r k? 

Well , they are confused. They don't know whether 
your remarks were directed enti rely a t state 
and municipal bonds or whether 1n the backgr ound 
there might be some way or getting at the partially 
ta ~ eltempt and the ta~ exemS>t Treasury securlt1ee. 

Well , now •• •.. 

Now, they con 't stop to think that the ~ueation 
on state and municipals 1e one or the i nt erpre ta t i on 
of that i ncome tax amendment , anc that in aome 
opinion t hat 1t would only be a matter t or legis­
lation and that you have a contract - Treasury 
bas a contract w1th 1ts holders 1n r espect to 
1ts own secur1t1ee •..•. 

Tba t ' s r1ght. 

• . . .. vb1ch is the attitude t hat I've been taking 
when people have d1acusaed it wi th me tb1s morning. 

Tha t ' s r1ght. 
t hi ng that we 
or rq aoeech? 

Well, now, 1a t her e any way - any­
can do down here? You've got a copy 

No, I 've sent ou t to the man who d1 etr1bute a them 
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here - Mr. Friend - and he hoped that he'd 
be able to get ua one . So tar it hasn't come 
in. l ' ve bad to rely only on the papers, end 
one man whom I know who hea.rd you aake the 
epeeoh. 

Well, now, have you got a- oan't they - what 
I aald on tax exempts ia only two hundred worde. 
They could read it over to somebody over the 
phone. 

Well, I'd like to have that; and I could have 
it dictated to my girl here. 

Well, I can tell - what 'a hie name- the bond 
aan? 

Cluck Sohwarr.? 

IIMJr: No. What? 

R: Sohwarr.? 

IIMJr: No. Radley. I ' ll ring tor Radley, a nd who 
do you wan t him to read it to? 

R: Well , have him read it to the trading desk, 
and they'll have a girl take it down. 

lll'.Jr: Bave Radley read it to the trading deek. 

R: Yeah, and they'll get a girl to transcribe it. 

IIMJ r: Yeah. It's only very abort, and you oan- I 

reoognlze the obligation. 

R: 

(Talk a Aside) 
Harr1a on the 
to Mr. Rouse. 

Badley, read th1a part over to 
phone and tell them to give it 

Do it right away. 

But my interpretation 1a satis factory tr01D 
your standpoint, and I can go ahead and tal k 
tha t way t o these people and have it paased 

around. 

~Jr : ~iva it to Rarr1a, will you? (Talks ae1de ) 

You can. I mean, th1e i a something that we 
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HJ(Jr: 

R: 

HJ!Jr: 

R: 

I!IIJr: 

R: 
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teal that there'• no oontraot - no oontreotual 
obligation or aoral obligation ae to the Federal 
Oo'fernaent ae to etate or aUD1o1pal bonde wiiJ.ob 
ba'fe been eold. 

Yeah. 

We do teel that there'• a aoral obligation 
between the Federal OoYernaent and federal 
bondholder•. Hello. 

Yeah. 

And I teel tba t -1 'fU'J eti!'OnglJ, a nd I hau 
notiiJ.ng in llind about tax1ng the inooae ti!'Oa 
outetan41ng Federal ieeuee. 

Tbe other th1ng that'• bothering the aarket and 
hae been tor ten da71 in the eue rupaot 1e the 
queetion ot l owering the noraal rate ot nora&! 
tax and 1noreae1ng the eurtax ae 1 t atteou the 
partiallJ-exeapt OoYernaente. 

Well, I haYen 1 t even - no one'e dieoueeed it 
with ••· I don ' t Jtnov. 8o I oan't treat that. 
I aean, I oan 1 t handle it beoauee I ha'fe n.o -
I haun 1 t 41eouued 1 t vi th anJbod7 here. 

Well, the thing t or u1 to do ie to 181 to the 
dealere, a nd to t he benkere wi th vboa ve talk, 
that Jour reaarke were directed eolel7 at etate 
and aunioipal eeour1t1ee and not a t Oo'fer naent 
eeouritiee. 

ID(Jr : !bat '• r1gM. Tba t 1 
1 right. 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

BJIJr: 

And we'll he'fe the t ext to work on. 

Well, JOU ought to ha'fe it ineidl ot tiYe 
ainu tee. 

line. 

All right. 

Right, e1r. 

!bank JOU. 
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EXTRA 

NPT NEWYORK N~fml ~6 ~~2f 28 

•Ci ~[ y 'l ,,[>ITHAU JR 

1.-. 
~ · 

'EC' £T t v r.r THE TREASURY WASH DC 

~ .,;_,/ r " "" <T6~AND MUN I C I PAL I TI ES OF TH I S NAT I ON , 

! T' I 

~H ,•t THE CONFERENCE ON STATE DEFEN§_E , I HAVE 

rc ::." r V(J< PROPOSAL TO TAX OUTSTAND I NG STATE AND 

IC I P d "~ A~ A FLAGRANT BREACH OF THE CONFIDENCE AND 

150 

·-ec r ~ t H ~r ETO<ORE EXPRESSED BY ....... THE ACTS OF CONGRESS, 

< THE SUPREME COURT , STATEMENTS OF THE PRESIDENT 

L' vc r f' r. A~ SECPETAPY OF THE TREASURY . IN THE LIGHT OF 

~~q ~ A rr.; , THE PLEDGED WORD OF LOCAL GOVEI!'~MENTS , 

1· THI r 1J I E~CE"'CE OF THE FEDERAl. GOVERNMENT, A FEDERAl. 

A'"'"Pl C TAX OUTSTAND I NG I SSUES I S I N FLAT CONTRAD I CT ION 

o< 'V< 'r t'l I f(' I PL E OF GOVERNMENTAL I NTEGR I T V FOR 1\H I CH THE 

' • t t AD< F I GHT I NG TODAY . WI LL YOU D I SCUSS YOUR 

" TAX OUT9TAND I NG BON]S WITH UE OVER A ) 
AD I 0 PROORA>J 

< • 1< I CHA l lli.IAN COIIFERENCE 0"1 STATE 

L 
./ I 

G 
l 
A , 
H 

T 
l 
E 
A 
s 
u 
• y 

T 
E 
L 

• 
A 
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J'l'(ll'OSIID "11P.E TO HENRY EPSTTIN 

I 'ldah to acknowledge )'our IAlegram or January 2C.tb. I aJO 

anre that your objective baa always been to prevent Federal 

t.Uat.iOn o: future iAau~a of alAte and IIIWil.cipal secur1Ueo, and 

1 note thAt in this t.ele~ram you seek further to p!")tec•. this , 

yOW' real interest, by condemnilll\ the prcpoae.l to tax uutatand1ng 

issues of slAte ar.d IIWI1c1pal aecur1Ues. I*"' fami lia r n th the 

position you have ao long li181ntaincd despite the fact that every 

Republican and Democratic administration tor the past twenty years 

hi! soucht to end r<tciprccal ex~nptions and despi te the iiru.~r 

fact that within the pos t ;ear both houses of Congreaa br over-

.,o,elcing m jor1ty votA<I to prohibit exer:pUon of !'o~ure isoues or 

!'ederal securiUe• . I believe t hat now when DelJIOcracy itself is 

beinG challenged, it is unt!link4'blo that soiNI cembera of our 

J~ratic aociety through i nves!J:Ier.t in t tate a:-.d !I:\Uil.clpal 

eecurities should be allowed to escape t heir share or t he national 

burden am tl11nsfer it tc t heir l eas fortunate fell owe. ~ch • n 

undel:liJCratic privilege was nuer C<'nteo:plated 'by the !OUJY!e~ or 

Aner~ea, '"'" the cont1nU8nce of this especinl}y privileged class 

at thh U::e 1s ur.speaka'ble . State s..'><l ,..,_"\l.ciea-1 otriee,.. , as the 
• 

mo•t 1nt1f'1&te leader • or the people , are in a position to m ke a 

f ine contribution w n~<ti.,nsl morale and national unity by support­

ing this proposal . ~ror of the<'\ ore doilll eo . I ~o;:reciate t hat 

it requi roo courage to reverse one • • pooition . I a01 tl1oappo1nted 

tha t yo-> lack that courage. 
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m;'J'OS!D !IRK TO 'P'I JSIJI! 

I wlllb to aolmowledp TOW' t.l..,..a or Jaauuy 26i.b. I .. 

_,.. that 70Ur objecJUw bu al~ 'bMII to plftWit , _.ral 

taxation or tl>ture awea or atat. and _,..1o1pal MOUr1UM
1 

and 

1 nota t.hat in ~.1• ~~IIJUI YCN -• t urthar to pi'Otaot tld.a, 

~ real 1nt.reat, bJ "-'-''"1 the p•vpnal to tax wt.at.anct~.111 
hw•• ot at.t. and ....Uo1pal aeauri u... I .. t.l.liar w1 th the 

podUon you haw ao lolle •illt&il*l daapita the tact that .._,.,. 

Rep~blloan and o.oo .. uo ~t..t1oo for the paat -.ty ,_,.. 

tu 00\lllht to ..S reoiproc&l ucpU.one and claap1 ta the farther 

taot that within the peat,_.. both ho- or Con£reaa bJ owr­

-lal.na • jor1ty wt.ad to proh1bit axw:opUon or tl>t u,.. isauea ot 

F..SO,.l HOUri UN. I belleft that now '"""" Dw.>oc,..cy 1 taelt 1a 

t..ll'\ll ol"llllenaed, 1 t a unthinkable that •~ ....,.,.. or wr 

demooraUo eooiety tb~h iJmletaent 1n at.ta and ....Uo~ 

HOUJ'1UM ahoul.d be allowed to -pa their ahara o! the national 

bJrclan and trene!er U to their leee !o"-t4 fallon. ~ch an 

...s-.. u. prbUep - .. .,.,. 0001taapleWd I!)' Uta ,......,.,.. or 
br1oa, and the contim>ame or thia •peoiall)' prh'ilepd clue 

at th1a Uae 1a UMpeA)cable. State and IU\1c1pal otf1oere , u the 

~ 1cU.t. laadere or the people, ere 1n a poaiUon to .U. a 

!1,. contribution to national aorale and national unity I!)' aupport-

1na We p:ropoaal. 11aey ot u... are clo11'11l eo. I appreoiata that 

it requirM c~ to ,._,... one'• poe1t1on. l aa d1aappo1nWd 

that }"CN laolc that CCIUI'apo 
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bll bfiD ,.D\ t.o t "Ytf'Y Rou• 
K•tbtr an4 .-.enator. 

ft. s . titaw. C!.erk: 
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STA'ffi Ot?ICLU.S D.::::ou:.c:. : :t.~!:::::"' .. A:; ' S 
A'r:'ACi< ON cu·rSTA.~l!·r. :O~CDS 

Solici tor Ge~eral Spstein Labels Repudiatio~ 
"Shockinf: , !:.:-:oral a:d. :>~s:lanest" 
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r'OR Til ·mT.A'..': !ELEASE: 

STA'l!i: OFFICIALS D:.:NOUNCZ i.iOR!E,IT!iA\J •s 
ATTi.CK ON OUTST~rolllo dv.:us--

Solicitor General S~stein Labels Repudiation 
"Shocking , Im!JOral and Dishonest" 

P.enry Eps tein , Solicitor General or t he State of lle;~ 

York an~ Cheil""...an or the Gonfere nce on State Dete:1se , ex:;>ressed 

s'tooked aoazel!lBnt today a t the ;>rO?Osal or Secretary or the Treasury 

llorgenthau to levy a fe deral tax u;>on the inoone tron outstanding 

state a.~d nunicip~;tl bonds which had been iao.uod under tile co•tenant 

that they were to.x exernpt . The Conferenoe on State Defe:1se , or whi~ 

1:r. Epstein i<~ the Chair:nan, is t~e organization 10tu-o~h .-t!ti ch the 

st•tes =~~ munici:;>alities nave Jil'&Seuted t huir oraa.~ized Ol)JlOSition 

to !e ~e ral atte~~~:>ts to cai n control or l ocal f1.1a.<cinc . 

Treasury Dro'Os Llask 

t:r . S:>stein said , "Secretar:r or the Treasury :.:Orge:tthau 

!las ~bally dropped t he cask 1·f.lich has so tar c:.ncoalo<! the real ob­

ieet1ve o r the Treasury toward the outstan~inc ~3curities of states 

e:.d r.unic i;>ali ties , These sec uri ties were sold by the states and 

e1t1os on the solel:lll assurances of imnunity and t:1e states r eceived 

ror then a price , ot which all local t ax;:Jayors in the country have 

~eon t~c ~enefioiariee, bas ed u;>on ~hose honest represent a tions • 

"This stateraent ,'' continued t he Solioitor General , •coming 

as it ~oos tron the firs t f i s cal ot!icer ot tho United States Gov­

er"l.-.ent , 1a not only shock1n.; , but it :>rol>abl; will do nore to des ­

~'07 t~e co,fide~ce o f the yeo,le ot this country in t~ ?~nises 

•~1 rood !ait>: or their own covcr!l:.lO:tt thar. an:rt'lin' that I can 

(nore) 
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•• 
reoall t.o thi8 tl.a. Kftl'J' etate, aftry OOIIDty, eftry city, towD 

1114 heDlet , in thh utiOD, hu outataD41D& obUcetiona . &ftl'J' ooe 

ot thetO has been 1eau.4 with t.be tull reoopitlon ot the TreUIU'J' 

DOpart.Qont and the t eAerel gon~nt thet thoy were 1!m!•M trOll 

tei!eral taxation • • 
, 

•Indeed, u recently aa l&at W&roh 14th tho Treaaury Do­

partzent in an ottioial pre .. relouo aaeured the holdore ot atate 

and CUIIioipal obl1ge.t1ou that they be.d no •reason to tear the l.m!Xl­

s1tion ot taxes on oblige. tiona now outstanding. • 'l'bia l&mo Treuury 

atete=ent also e.uured the holdore ot our looal bonda thet •secre­

tary llorgenthe.u hu conaietently voiced opposition to propose.ls 

nicb would aubjoot tho interest on outste.nding st&te and mun1cipo.l 

securities t.o tedore.l t&Da . • • 

Every spokesman tor the Treasury haa repeatedly given 

tbeae aasurances and has indeed exproaaod thei.r "indignAtion• at re­

peated n.rninga b)' the Contorence on St&te Dotonae that the tuation 

ot outstanding municipal bonds was the Treasury's real objective , 

0 ln 111~11 0 ° said Ill", !!>Stein, "Undoraeoretary 10hn W,Banea, 

spealdng as tho 'l'rouur:r•a re!)l'esontethe betoro tlle W.ye and )ieana 

~tteo ot the nouse, eeid 'that t ho Treasury did not oven suggoat 

tbat interest on outatandiD& iasuea be tand, ' And the report ot 

tbe Special Senate COIII:Ii ttee unaniDOualy rooognized t ho 'dire ottoota 

ot taxing aecuritio• aiready outstanding, •• 

Btpu4'•t1op Held •rmneral. D1thopest• 

Despite theM ropreaentationa ot the Treaaurr Department , 

O'l'ery holder or theae MOuritios, onry insurance company, o..ery 

bank, nery pension and retire~Jent aystel:l t!u'Oushout the countr~ 1e 

now taoe4 with this brazen repudiation by the Treasury ot the pro. 

isea and aaauranooa Which have been t~ndo by our stetea and cities 

(morel 
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111 good tait.h and Which baft bean reooeuized and honored down to 

~hC present 1110e11nt by the •ederal oo ... rw.nt itMlt. SUch a repudi-

4,100 11 immoral , diahoneat and h in tlat oontradiotlon ot eftry 

prlnclple or gonrnmental i .ntegrity tor Which t he Democraciee are 

rlghtlns today. It cannot but tend to destroy the oontidence ot 

over)' u.·tc:t~r i!l tho good faith ot our ~nver~n-t- • ~ ~~··~ !1~~:nA1 

policY • 

"l'Urther than this, • concluded t he Chairman or ttle Conte r ­

enee on State Detenae , •this repudiation cay well impose a moral 

obligati on on every oom::runity, atete and county in the country to 

<::aD good evory penny that w1ll have to be paid out in ta:cea on 

these obligations . They sold them at a higher price , Wllich t he 

public obtained because their local securities were represented as 

tax l.ml!tune , To\e Secretary ot the Treasury i n hie statement today 

has deal t na tional dotense and national morale a greater blow than 

any or the Axis powers , singly or together, have thua tar been 

able to do ," 

r tu;rl 
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JAN ~6 I~ 

Deflr ICr . ::i t aa: 

Tbt e t a t n r eply t o your l et ter of J'n~~ry \6, 

1942, reepect tnR the eubat ee ton t o you or sa\erta l 

prepar ed by the Bureau of Int ernal F~venue relat t n; 

to \ he l aproveaent of the o~e rat lon of t he i ncome 

t as la•a, t he c l o1lng of tncomo t ar l o~pholeo, and 

t be re.o.al of \&I lne~uttte~ . 

4fter careful conotder at t on of the entire 

satter , 1 teet t hat the method of conalder tn~ ro­

pot&l l for l eqt olntton di iOUieed tn ay pr evious 

letter 11 the only ~ractl cabte one which can be 

follo•ed, Ae 1 t here Indi cated , •• bRve •~de t t 

our practi ce to confe r with you for t he pur roae 

or excbsngl ng t nfora&tt on and vtewe prior t o the 

presentation ot aat er tnl to t he Oosaltteee or 

r~nq ren• . Thl e practice It bel n~ fully !ollo•ed 

In connect i on •1\ h proroeal e for r evenue tegta­

latlon In the current year . 
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T~l• te\bod ot prooeedlna bat enabled ue \o 

&cbleve &n &dtqUAtt ln\ercnsnge of •lt•e reepeottn~ 

revenue leglelatton, ~' the eatt tite, 1 bel ieve 

tbRt ~uoh a couree te the onl r one \ bat t e tn keeP­

inR •1\b tbe reeponetbtllty of \ bt Treasury Dep&rt­

•ent tn 8UOh tatters. 

ll tnc trel J JOUTI'I , 

!Sicoo&) a. •••• .. t~•• ''• 
Secretary of t he Trea~ury, 

Mr. Col tn r. 0\ at, 
Chief of Btt.ft, 
Joint Cotalttee on Internal 

Revenue Ta•atlon, 
la•btng\on, D. c. 

S3S: bd r 
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' 

Pl\OPOSAL JQR I!!DIYIPUAL II!Cotm ;n.: 

Pq In 1942, tu on 1942 laco.,.,, fi " U"ed on b&Oio o! 1941 

1ttcome , \J. th end. -Jt y::.::: ad.Ju.etment. a.Q.Q" t. 1onal /f.Yiient or refund 

as r eou1rt4 by any di•oreoancy be~veen 1942 Jncome ~ctualised and 

1~1 Iococo vhich vao ba olo o! calculation. 

1alvo all individual lncoce tax on 1941 lnco~. 

Restore eolvenc,y and eliminate f ear. 

~~~ ~raetieal the rc tire~ent o! neopl e who lhould retire or 

•~ nractlcal t ho taking of l ower co~enoatlon t hlo 1•er than 

!!.!~ , 'r'hethor for Government eervlee or bua1neas coat reduction. 

Pr4ct1cally little loae o! income in esrly yeart, the loea 

¥ot:.ld be d letributed over the life of the nresent income to.x paying 

,e~erat lon a a 1ndi•iduela die or re tire. therefore , little iu!la-

rreaaury hat never coneldered taxee receivable a• an aaaet an~ 

ther efore t heir el1JIIina t1on would not r ·emove an aeeet ot r ecord. 

PQLITICAL C<r.ZSIMllA!lOI 

Some auch otep vlll hnvo to be teken oome dey aa the ~robleo 

vill bec~e nro,reaatvelY more ecute. M1&ht aa vell do lt nov. 
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uop woalt II&Yo vUe -" - Yooal el.-te, \benton 

ortciJIAl - ot .,.....u. ol>ftlt bare -.nN o .. ltonU•· 

n. fev llll'p la- •-•r• wo ,.... el.n_., • & uonal 

b&aia vUl llaYo • -·•-' vla4fel.l. "op• obolalt 1M ,._, la 

e,4nDCI to IIO'VI 11l 1011e OUel ICfti ... A\ \0 \i:il irppli-~:_...r. vt ~~; 

wi114fel.l \o prl.,..\o e4uaUoaal ..,, phll&tbropio pa.rpoooo . f•Z7 

1l0tfl11 o1aco \be rotorel. 00\'0~oa\ baa ao - of al41llc tbooo laoU­

IuUou. 

'lhh otop wo\114 aulo\ la o'b\alaillc aocoptaaoo for aev, hlP.r, 

oat __.t&eol to .. • of t&DU•. 
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HJ!Jr: 

secretary 
Hull: 

January 26, 1942 
11:55 a.11. 

Anybody that you say. You just ••... 

164. 

There's two, just two. One trcm the Far Eaet, 
and then Dr. Fe1e. 

HJ!Jr: Well, who should he call up 1n the t"lrst 
inetanoe? 

R: 

RIIJr: 

H: 

Hl!Jr: 

H: 

HMJr: 

H: 

Hl!Jr : 

H: 

ill!J r : 

H: 

HI'.Jr: 

H: 

RIIJr: 

H: 

It would be all r1gbt to call - be can take 
b1s choice. Vhlcbe'Jer - wh1ch would you prefer, 
Hornbeck or Hamilton? 

Anybody. AnybodJ that you say. 

Yeah. 

le - th1s man's an economi st. 

How 1 a that? 

Th1s man Southard's an ••••• 

Yes. That's the reason I want Feie to be 
present •••• • 

Well. •.•• 

••••• eo be could help to interpret and eo on. 

Well, you just tell me who he should call, and 
he'll go o•er and see t hem. 

Tell him to call Feie and Hornbeck. 

Fe1a and Hornbeck. 

And 1t Hornbeck's not 1n, Hamilton. 

I'll do that. And I'll tell him thaf as soon as 
they ha'fe something or o ther, then I d 11ke to 
eit down with you. 

Yes. All r1ght. 
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HMJr: I 1 d 111te to a1 t dovn with you then. 

11: All r1ght, HenrJ . 

HMJr: Tbanlt you. 

R: Good-bye. 
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!OIJr: Bello. 

1.66 
JanU&rJ 26, 1~2 
1 2:00 "oon 

Operator: I bave Ill". Southard. Re 1 • 1n Mr. Bell • e 
ott1oe. 

RMJr: .Ul r1pt. 

Operator: Go abead. 

!OIJr: Southard. 

Mr. Frank 
Southard: Yea, Mr. 8ecretarr. 

Bl!Jr : I juet called up the 8ecretar:r ot State and 
I told b1a Bar1'7 Vh1te vae not here, that I 
wanted rou to handle the Ch1neee aatter tor 

••• 
S: I eee. 

IDIJr: I aeked h1a whom .:rou ehould contact, and he 
ea1d •nr. Fe1e and Rornbeok. 1 

8: I eee. 

KMJr1 And 1t Hornbeck 1e not there - . oh, what's the 
eeoond aan'• naaa! 

S: Fe1e - ah, Baa1lton. 

Bl!Jr: Baa11 ton. 

S: 

Bl!Jr: 

8: 

HIIJr: 

Pleaee drOp everrthlns that Jou're doing and 
oonoentnte on th1e, beoauee I don't want th .. 
to th1llk tbat we're dragging our teet. 

Yee. 

And when rou have gotten ae tar ae :rou oan w1th 
Fe1e and Hornbeck or Hamilton, then I want to 
go over and eee Ill". Hull about 1t a:reelt. 

During the daT. 

Not toda)", no. 
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S: 

~Jr: 

S: 

HMJr: 

S: 

HMJr: 

8: 

~Jr: 

8: 

HMJr: 

~ : 

HI!Jr: 

S: 

HMJr: 

S: 

16? 
- 2 -

All r1ght. 

You won' t get together with tnea toda7, but 
I ••an, I want 70u to eee tnea toda7 but 70u 
won't come to an7 understanding with thea. 

I •••· Do 70u want me to oarry th1e on until 
;.u ... Ooe'a returnt !bat. i-., i; ..... 

Well, I don't know when Coe comes back. 

Tomorrow morning, Mr. Secretar7. 

Well, you've etar~ed - you eee it through now. 

All right. 

It 70u etart i t , 70u eee it through. 

All right. 

Now, eee it through tor me. 

Yea, 1 111 dO that. 

And then report to me on it 1n the morning. 

All right, I'll do that. 

Thank you. 

Good-bye. 
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lii!Jr: 

Mr. rranlt 
Sou tbllrd: 

HlCJr: 

8: 

J&nii&I'J 26, 1942 
12:02 p. a. 

168 

I think 1 t would be good to talte Bernete1n, 
the attorne1, with 10u. 

All right, I 111 do that. 

Pleaee. 

Surel7. 
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r 
Operator: 

HY.Jr: 

Operator: 

Hlo!Jr: 

Operator: 

Edward H. 
foley: 

:W.Jr: 

F: 

HY.Jr: 

f: 

HMJr: 

1': 

HMJr: 

r: 

!U!Jr: 

r: 

HMJr: 

r: 

tii(Jr: 

Operator. 

Foley. 

Ri ght. 

Hello. 

Mr. Foley. 

Yee, Mr. Secretary. 

169 
January 26, 19~2 
12:~ p. a. 

Ed, I 1 a sending Southard and Bernstei n over 
to eee Feis and - ob, whatever - Hornbeck, on 
tb1s Chinese loan buaineee, eee; and you ' re 
to tell Bernstei n to go along vi th Southard. 

Ob, my Bernstein; not E. M.? 

•bat? Your Bernstein? 

It's my Ber nstein. Harry'e go t a Ber nstein , 
too , vho vorke vith Southard. I'll have 
Ber nie go righ t over. 

I mean Bernstein, the attorney. 

Right. 

Nov be sure that I get the right one, though, 
won't you? 

Okay. 

Cal l up Southard and tell him - eave me - call 
up Southard and tell him I meant Bernstein, 
your Bernstein •. 

All right. 

Will you? 

I ' ll do that. 

And Cr owley called me Saturday. I've had a 
call i n , bu t be's out. 
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RMJr: 

r : 

RMJr: 

- 2 -
170 

I •••· 

But now oall up 8outbard and tell bill 1 t •• 
7our Bernne1n. 

AU r1pt, I'll tell bia. 

'l'henlt JOU. 
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TH IE WHIT IE HOU.IE 

WMHINGTON 

1.71. 

January 26, 1942 . 

;:V<ORANDUM FOR 
H.M. Jr. 

I sLill think that this can be 

.. ~rked out as soon a s Fox gets here. It' 

they don ' t W&nt dollar noces , why don ' t 

e bll] Cb nese yuans and use them for 

paj·l~ for the e(lUiJllllent or Chinese troops 

In China i tself . I would be wholly wi ll ins 

to go u~ to t \·lent y or t\ienty- t'ive million 

dollurs e month on some s uch bas is • 

F. D.R. 

' 
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THE SECRIE:TARY 0,. THE TAC.A.8URY 

WASHINGTON 

J&nU&J'7 22, 1942 

~ dear Mr. President: 

I aa forwarding the inclosed cor­

respondence from Mr. T. V. Soong. Naturally, 

I am disappointed in the contents . 

What do you suggest aa our next 

move! 

Sincerely yours, 

The President, 

The White Houae. 

Copies to : The Secretari of State 
The Secretary of War 
The Seoretary of the Navy 

1.72 

r 
I 
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~tVUauc:: cw c-.. 

173 

January 21, 1942 

l!y dear ilr . Secre·tary a 

Dur ing your aboeaco rr .. 1Taoh1n~on I reco1n d 

the encloaed ae aea,e tor you troa the Cenerall aa~o. 

Sinee Ur. Fox ie due to arrl•e 1o \iashi.D[ton 

ohortly , 1t occur s t o • • that you moy l1ko to ho•e ' n opportunity 

of oee1nr him and ho•r1ng from him of tho o1tuot1on 1n Ch ina 

be fore you re new dlecueaiona with me . However I am at your 

diepoaal a t any tillle , ehould you wiah t ·O aee me earlier. 

Tho llonoreble 
Tho Secret ory of tho Tr caoury 

l\aoh1rtgton , D. C. 

Since re ly your a, 

T. V. Soon& 

Regraded Unclassified
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The Geoera lloot.o deeply appreoiatea Secre tory Kor~onthau•a 

offorto whioh a. .... aatar1al1aed in a propoeal thlt tho II, ~. Go•ormont 

would undertake to pq for the aaintenanoe or port of the Chineao •MIIY 

1n u.s. Dollar notee. Alter c~etul oonaideration , however, he doubta 

wnother thio och .. e io practicable. Payaont or Chlneoo ooldlors in u. s. 

currency would tend to creat. a e lea't'ac• between the •-"-Y end the ~eneral 

econQOIC otruoture in China which a&J aotually hooten tho collapoe of t he 

Chloeoe currency. Before Wr. Fox loft Chun&kln~ the ,Ge neral loaimo hod o 

lone dloouuion with him l.n which he pointed out a nwnbor of reosona • 1\V 

ho coooidorod the oehemo difficult of oppllca tlon and which he osk•d 

Ur. fox to con•ey to Seeret&ry Morrenthau. 

The Generaliaaimo urgently requettl that ca~erut considerat,on 

be then to Ilia origlnol propoaal that the United Statea .crant to China o 

politica l loan ot 600 11llllon u.s. dollaro, which wou ld be the only moans 

to pr•~•nt an Lapending econo.ic: collapae. Th1a loan should be rerarded 

Ia tho light or on adYonco to an ally f!ght1n~ orolnot • eCirl:lon onmy , 

thue requ irin& no aecurity or other pre-arranted te~a as to its use end 

IS ret •rda mean& of repayment. 
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p.o: 11. Rea . )88 

1 spoke t.o ConlftiiMD Sc.era 
aboUt thie today at Jlr. Poley ' 1 

,..quost and told b1A t1w 
Secrotsrr did not want b1A to 10 
ane•d ~ t thl.a ti.M. I allo told 
biJ1 tb& t I """ l:...t to aM b1A ud 
cin bill tho Seorot&J7'• re&80Dio 
So t.old lit ho wae coin& to In 
fork and would cot in touch with 
ao out week. 

{initial..t) LJB 

t. · 1 • Bt.'l!IARD 
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Jll H. Rea. ,.. 

I .,.U to Oaei •=· ...... 
alloQt thla toclloJ a\ Ill'. ~·• 
~·t and toU IIIIa .. 
So4 ... tar7 d14 DO\ _, IIIIa .... 
~ at tb1l u... I &1M W4 
11111 that t -w w - ~~~a .. 
"'" bSa t.be s. •t&l7'• ft''"'• 
flo talA! .. be .. lilac .... 
lorl< 1114 -u.s '" Sa '-* dtll .. ..n ..-. 

L. J. BIIUWID 

Regraded Unclassified



t~b 
~ 

THE UNDER SE:CR£TAR'Y or TH E TRCASURY 

WASHINGTON 

'1'0 'l'l!E S!JC!U:TJUIY,: 

IIA! r e 1a a l etter elated JanW>ey 22 , 1942, !roo 
Congreuman Somera addreseed t o l&rey Bernard o! the 
Oener&l Counsel's office. re~ardlnt hit reaolutlon 
whi ch would eet up a eolllllll tteo to 1n•tot1~te the 
beatfl to which have resulted to the ao .. rn:aen t o! 
Cbioa f'ro:21 ext·enaionu of e:-ecU t b)' thl e Go•ern~~ent., 

and the po ea1b111ty o! deY1a1a, further vayc end 
.,.,., of 1oere&o1Di' and stab1lh1!lf' trade w1th QUna , 

I bel1e•e thi s ia an attt~pt on the part of 
Y.r . Socera to keep t.....,_e Stab111za t1on Mtte r·• v lthln 
hh co:u1 Uee; thet he hope a to do t hh thro~ the 
ceana of thie aub-co:aclttee and th-e paasa~:e or thia 
re aolut1on in the Hou.e. 

v-1 177 

I wonde r 1f fOU do not want t o cl\ll hlm personalty 
and aek him not to 9u1h t hie r eaolutlon on the g round 
t hnt tho Treaeury just doe e not ha•o t he time to oak• 
t ho atud.leo that would be roo.u1 red. :i'urthonaore , I 
doubt if we can show any bene!lto to China throUP~ the 
extenaion of credita except to enable China to carry 
on the var. 

:;),., 
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HOUSE C1l' REI'RESE!ITA1'IVES O. S. 

Co!l!li t teo on Co1nace, W.1chto and llo ... urea 

l'laabington 1 !). C. 

IU'. LewrMIOO J. Bernard, 
Tre• surr Depart=ent, 
ll.ahington, D. C. 

~ dear llr. Bernard 1 

January 22, 1942 

lnclosed ia tbe Resolution I referred to yeoterda¥ 
during our telepllone conversation. 

178 

I would appreciate it it you could cot an informal 
opinion or tbe DepartJoent as to whetber they would approve 
of it. Let 110 say, relative to the stabWaatlon feature , 
that the word •investigate• would not iaply aey dlstutatul 
probins but is meant to be nothing more tban a right to 
review ao that we can reco:nmend a policy or stabilizat ion 
in tho tuture. Such pol icy would be noceaoory if we are 
to promote trade between t he t wo countries during the 
r econ otruotion period which mUBt follow the temnation 
or this war. 

Wi th that realization , I aa moat hopeful that the 
Trenaury will approve and off er ita aid in delving into 
thio problea. 

I would like the privilege of diacuaeins it rlth 
whoever in the Departaent rlll pau on ito ••rite. 

Sincerely yours , 

(s) Andrew L. Soeera 

Andrew L. Soacra. 
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TiTBCOKGRESS H RES 38 lnSaiiOX • • 8 

IN THE HOUSE OF REPRESEN'l'ATIVES 

DP.CF.)IItER 12.194 1 

llr. Soxtlt! of New York l!iubmllted the fo11owing rt10lulion i which wu; 
"'fei'Tf(l to tht Comn1it1~ on Rolf'S 

RESOLUTION 
l Resolved, 'l'bnt there is hereby crcat('(l a select committ_e~· 

2 to be composed of three Members of the IIousc of Hcprcscn~­

S nrins to he oppointed by the Speaker. one of whom he shall 

4 designntc n~ chnirmon. .\ n~· ''netmcy occurring in the mem-

5 h~~hip of the commincr ~hnll be filled in thr ~ntM mnnncr in 

~ which the ori11;inol appointment. was made. 

7 'l'hP committee i• authorized and directed to ill\•cstignte 

ll (I) the bt-nefits which hn,·e resulted. during the existillj[ 

!l national cmcrgencs. from extension; of credit mndt b~- thr 

JO Government of the United States, or any agency tlwreol. fnr 

ll the purpose of aiding in the stobilizntion of Chino's rnrrency. 

12 (2) the possibility of devising further ways and mcnns of 

Regraded Unclassified



2 

1 increasing and stabilizing trade with Ohilla, and (3) the 

2 transportation problems related to the foregoing matte~. 

8 The committee sbnll report to the House (or to the Clerk 

4 of the House if the House is not in Ression) ns soon ns prnc· 

6 ticnble during the present Congress the results of its investi-

6 galion, together with such recommendations as it deems 

'r desirable. 

8 For the purposes of such in,·estigation the committee is 

9 authorized to sit and act during the present Congress at such 

10 times and places, whether or not the Ilousc is sitting, bas re­

U cosscd, or has adjourned, to hold such hea riugs, to require tl1e 

12 utteudnnce of such witnesses and tbe ~roductiou of such books, 

13 papers, and documents, and to take such testimony, :Is it 

!~ deems nccossary. Subpcnas shall be issued under the signa­

~ ture of the chltirman of the committee or auy member dcsig-

16 nated by him, and shall be served by any person desigtmtcd 

17 by such chairman or membn. The chairman of the oom-

18 mittee or any member thereof may administ~r onths to 

19 witnesses. 
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H>!Jr : 

Opera tor: 

HHJr: 

Leo 
Crowley: 

H>!Jr : 

C: 

H>!Jr: 

C: : 

HMJr: 

C: 

P.MJ r : 

C: 

HHJr: 

C: 

HMJr : 

C: 

Hl!Jr: 

C: 

Hello. 

Januer7 26, 19~2 
12:56 p.m. 

Mr. CrowleJ. Go ahead. 

Hello. 

180 

Hello, how are you? I called you Saturday 
afternoon and they eaid 70u were out in 
CleYeland. 

CleYeland and Detroit. 

Say , now sometime thla afternoon or tomorrow, 
it you have a t ev mi nutes' time, it you'd give 
me a ring I'd like to talk Vi th 70u. I had a 
long, long talk a bout that thing there •••.• 

Xes. 

••... and there won't be anything done right 
away, but I think I ought to tell you all 
about our conversation. I ' m sure it will be 
interest ing to you. 

I'd like to hear it. 

Well, any time nov that you can, today or 
tomorrow, vhf you call me , and I ' ll come right 
oYer. 

Well, vhf not let'e aet a n a ppoi ntment tor 
t omorrow? 

Fine. 

How's ten o 'clock? 

Fine, I'll be there. 

Ten o'cl ock. 

Yeah. 

Thank you. 

Good-bye. 
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DRAFT OF SECRETARY llORGEliTH!U' S BROADCAST 181 
FOR THE Ili'YANTILE P!RALYSIS CAl'PAlGN, 

JAm!ARY 26, 19~2 . 

Toni ght I should l ike to Gpeak to you for a very 

few minutes , not as Secre t ary of the Treasury, but as 

an old fr iend and ne i ghbor of Fr anklin Roosevelt. (I am 

goi~o speak 7ers~1th a)er..&~ 

there , n~o praise ~m, because he~ds no pr aise , 

but,Aor a di.rfere.J>~son. ) I .feel very deeply that 

it ,.nl help our country t o surmount the dangers and 

obstacles of this hour if o.ll of us remember how 

Frar~lin Roosevelt conquered the obstacles that at one 

t~e s~ado~ed his whole life. 

ost thirty ;ears now sznc )(rs . ~gentt:au 

~t became ne~bors of the oosevely{ in the 

Hudep Valley.j It i s mo r e than twenty year s since the 

President VIas stricken wit h inbntile paral~sis . The 
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nry first year that he went to 'l'farm Springe, we went 

with him. It did not take us long to discover that he 

had brought a new spirit to Warm Springs wHit himl Even 

in the very first winter a.t Waat SprlB!f$, we saw that the 

patients there had a certain cheerful optimism, a kindly 

and helpful relationship toward one another, an attitude 

toward life which subsequently came to be known as the 

"spirit of Vlarm Springs. " In ree.lity that was the spirit 

of Franklin Roosevelt . He blew the breath of life and 

courage into that place through the example he set, 

through the reserves of courage that he s~oned. He 

had already made up his mind that he had "nothing to 

fear but fear itself. " 

Ho never spoke to me then about the disease that 

struck him, nor has he spoken about it since. He was 

fighting his fight alone. He was determined to show that 
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he could t ake it, wi t h the same gay ana &rim spirit that 

the people of London showed. \Then a differ ent kind of 

scourge fell upon them. 

In later years when Franklin Roosevelt had r e- entered 

stel e politics in llew Yor k, we ..ent on a number of campaign 

trips together. 
......_~..:._~ 'II .....u ""~- ....... 

That , too, was a PBW&P9iag ex-,ePi aaee . 

he was always cheerful when others gr umbled, he was always 

opt imistic when other s had their doub t s . I r emember 

c-41-~ 

pnticularly one day when he spoke 14 times from nn open 

"· ' 
car. eeftn-o-erocetl7i:C3l::e'=ttm:~=lil3 •!',1) . This was tho stricken men VI hom 

r.e hea accompanied to Yiarlll Spr in.;s only a few years before. 

he "as winnint his fight . He vras waging his r.ar nith 

~:. ~ .... , 

every ounce of energy a nd determinat ion tbo t ke ee1:1l.d summon , 

This de t enmination to beat all hardships , to conquer 

...;, ~ 
all handicaps , Mn be created 

;_.,_, d-, tL-, . 
in thAse United States .te ~lllf · 

~ 
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:..r. l!i tler , l .r. 1.\ussolini, and llr . Mikado, I want you 

to take a look at the spiri t of Vlarm Springs, for that 

is the sphit of Amer ica todny and it is something which 

;;ou can never beat , no matter how long you try. 

!aey times in those early days ai Wam Sprinzs the 

roao areeo rnust have seereed dark ana painful to Franklin 

Roosevelt , ye t tre ?lord "impossible" hnd been struck out 

of his dictionary . Nothinr; was impossible to him, and 

he proved it . 

In the same wa7 the road ahead of our countr7 must 

seem cark at t imes. Ue as a nation have been struck a 

CPi}li!HRg blow while we -::ere not looking . Our whole world 

has been stricken with the clisense of conquest anc:. tyranny 

which we shall have to stamp out before we can live in 

a.-.<l .......... . ~-~.:....., 
peace end happiness, again. But i f nnyone should ever have 
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his doubts , if anyone should suppose for one moment that 
~ 4 .. :zc..:.4rf .tl,. 1/. • rucc uwee c:,...r ~ 

the job ia too big for us , let him l.o9k .... U!e 811Yple rvv 
ll ~t ~~r ~t-~ ~ ~. 

of Franklin Roosevelt, wl>o l>n eunqodi'Od the ~ 
1 

eyil s1ngl•- Qeaieiu 

( 
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186 0 1/26 

As Draft "A" waa being diacuaaed and re­
iaions made, t.be pages were ghen to the 

t)'Pis t to make th ia Draft •a•. 

' 
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DRAFT OF SECRETARY J:.{)P.GEllTLAU 'S bRO.LlCAST 187 
FOF. ThE HICAk':'ILE PAEALYSIS CM'PA1\H: 

JA.!WlJ'Y 26, 1942. ' 

~onight I shoul d like to speak to you for o very 

fer. minutes , not as Secretary of the Treasury, but as 

an ole frienli and neighbor of Franklin Roosevelt . I fee l 

verj dearly that it will help our country to surmount 

~t.~ <.an.;ers anc. ocstacles of this hour if nll of us 

rel'!e!l'b<~r hor. Franklin Roosevelt conquered t!le obstacles 

tl.at ot one time shadowed his v1hole life . 

It is more than twenty year s since the President 

Y.es stricken with infantile par nlysit . Tt>e very first 

'1rs "•'!"''· rl..< ,, J I 
year the.t he went to '.'.'al'tl Sprill(;s, -we r.ent 1'lith him. 

It cic not take us lon; to discover tr~t he had brought 

o n-.1-. spirit to \.'arm Springs . Even in the very fi r st 

l',inter, VIe so.w t hst tl:e pati~ntc there l.eu a certain 

c}eerful optimisJil , a kindly and helpf11l relationship 
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to~ard one another , en a tt i tude to~P rd life whi ch 

suusequently carne t o ?e kno1m as the " spi r it of 1/!arm 

Sfl' ingS • II 

In r eality that was the spi r it or F'r llllklin !l.oosevelt . 

ie blo~ the breath of life and coura0 e into that place 

t!- rou.:c tb' exaople l:e set , tlll'0\1;:1 the re serves of 

coura e t hat he sw:rnoned. l.e had !!.lreaCly maae up his 

wine that he had "nothing to fear but fear itself." 

!'e never spoke to me then about. the disease t ha t 

~truck him, nor has he spoken about it eince. ~e nes 

fi ·!- :1\j; his fight alone . iie \"las <1etPrr~inec to shovo 

U.at he coula take • + .... :. ... \., l ... , .. ....... . ~he sll!lle :::"'' • ar.<l l"-• spi rit that 

the peopl e of Lonci.on shov:ed when a d U'fe r ent kina of scourge 

fe ll upon them. 

In later ye~rs r.hen Franklin Roos~velt l~d r e- ent er ed 

state JiOlitir.s in .• en Yor k, r;e v.ent on a n~:~tber of ca.o.ps i gn 
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trips together. Then, too, he was an inspiration to all 

of ua. When others gl'UIIIbled, he was always cheerful; 

when others had their doubts , he was always optimistic. 

I remember particularly one cold autumn day when he spoke 

14 times from an open oar. Thia was the atrioken 1\I&D 

whom we had accompanied to Warm Springs only a few years 

before. He was winning his fight. He was waging his war 

u.... 
with every ounce of energy and determination within him. 

" 
This determination to beat all hardships , to conquer 

all handicaps , is being created in these United States 

Now , t/ah ",.., 
day by day. Mr. Hitler, Mr. »ussolini, and Mr. Uikado! ,. 
I waut fOU to taku a look at the apirit of Warm Springs, 

for that is the spirit of America today and it is something 

which you ~an never beat, no matter how long you try. 

»&Il1 times in thoee early days at V/ai'IU Springs the 

road ahead muet have seemed dark and painful to Franklin 
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Roosevelt , 7et the word • tmposaible• bed been struck out 

of his dictionery • Nothing was impoaalble to him, and 

he proved it . He is proving lt today and every day. 

In the same way the road ahead of our country must 

seem dark at times. We as a nation have been struck a 

blow while we were not looking. Our whole world has 

been stricken with the disease of conquest and tyranny, tl. d.;._, • · ' 

which we shall have to stamp out before we can live in 

peace and happiness and well- being again. But if anyone 

should ever have his doubts, if anyone should suppose 

for one moment that the job is too big for us, let him 

think of the example of Franklin Roosevelt, end then 

carry on. 
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Reading Copy of 

Secretary Morgenthau's talk on behalf of 

"President 's Birthday Celebration" under 

the auspices of the Infant i le Paralysis 

Campaign, broadcast at 10:45 p.m., EST., 

Janllllry 26, 1942. 

191 
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Tonight I should like to speak to 

you ror a very rew minut es, not as Secretary 

of the Treasury, but as an old friend and 

neighbor or Franklin Roosevelt . I reel very 

deeply that it will help our country to 

surmount the dangers and obstacles or this 

hour if all or us remember hOVI Franklin 

Roosevelt conquered the obstacles that at one 

time shadowed hiS whole life. 

It 1s more than twenty year s s ince the 

President was stricken with infantile paralysis. 
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The very first year that he went to warm 

Springs, Mrs . Morgenthau and I went with 

him. It did not take us long to disc~,!~r 

that he had brought a new spirlt to Warm 

Springs . Even 1n the very !trst winter, we 

saw that the patients there had a certain 

cheerful optimism, a kindly and helpful 

relationship toward one another, an attitude 

toward life whtch subsequently came to be 

known as the "spirit or warm Springs.• 

I n reality that was the sp1r1t or 

Franklin Roosevelt . He blew the breath of 

life and courage lnto that place through the 

example he set, through the reserves or 

courage that he summoned. 
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He b&4 alread7 .ade up hie ll1nd that be b&4 

•nothing to tear but tear i tselt. • 

He never spoke to me then about the 

disease that struck him, nor has he spoken 

about it since . He was tighting his tight 

alone. He was determined to show that he 

could take it, with the same grim and gay 

spirit that the people o! London showed when 

a di!terent kind o! scourge !ell upon them. 

f ~ In later years When Franklin Roosevelt 

had re-entered state poll tics in New York, ' 

we went on a number o! campaign trips together. 

Then, too, he was an inspiration to all o! us. 
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Jhen others gnmbled, be was &llr8¥8 cheerful; 

When others had their doubts, he was aln.ya 

optimistic. I remember particularly one cold 

autllJ!ID day when he spoke 14 times !rom an 

open car. This was t .he stricken man whom we 

had accompanied to Yarm Springs only a !ew years 

be!ore. He was winn ing his tight. He was 

waging h1s war w1th every ounce or the energy 

and determination within him . 

This dete~ation to beat all hardships, 

to conquer all handicaps, iS being created in 

these United States day, by clay .P~isten, 
vr. Hitler, ur. }ltssol1ni, and Mr. loUkadot 
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I want you to take a look at the spirit o! 

warm Springs, !or that is the spi rit o! 

America today and it is somet..hing Jihich you -
can never beat, no matter how long you try . -
~ Many times in those early days at Warm 

Springs the road ahead must have seemed dark 

and painful to Franklin Roosevelt , yet the 

word "impossible" had been struck out or his 

dictionary. Nothing was impossible to him, 

and he proved it. He is proving it today and 

every day • 

• 

Regraded Unclassified



- e- 197 

In the 88lllt wq tbe road Abea4 ot our 

countr"J IIWit seem dark at tiMe. We u a 

natton have been struck a blow Whtle we were 

not looktng. Our Whole worl<1 hall been 

stricken wt tb the 41sease or conquest and 

t)'l'8lUl7, a <11sease Whtch we shall have to 

stamp out before we can 11ve 1n peace an<1 

happiness an<1 well-being again. But tr anyone 

I 

should ever have his doubts, it anyone should 

suppose tor one moment that the Job is too 

b1g tor us, let htm thtnk or the example or 

Franklin Roosevelt, and then carry on. / 

-ooo-

( 
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T'lt£ASV .. y OCPA"T'MCN'T 

W ASHINGTON 
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Jnnuary 26, 1942 . 
·::;: Secretary llorgeuthau 

.·,.:> .•. : E. H. Foley, Jr. 

'i'reasury representatives, assisted b.t technical 

aJvlsers from the Office of Scientific Research and 

Develop~ent , have been uaking a thorough investigation 

of Sc:1erine Corporatio~ which is a $3, 000, 000 concern 

v1: t:l 400 e:nployees. Prior to 1937 Scher in~ Corpor&tion 

~as a di rectly OWlled subsidiar y of Schering A.G., one 

o:' li1e larges t i ndus trial enterprises in Germany, having 

aprroximately 30,000 em~loyees. The American company 

is today controlled by the Geruan concern through 

~o1i 1al Swiss ownership. 

Scharing Corporation is producing (in mo•• 

:1;; a~ces is the sole soUI'ce) pharmaceut ical products 

" .li ch are indispensable in the treat ment of our 

S'leiers and t he g eneral public. The most important 

': tjes e products is one f or the treatment of shock, 

•-pecial ly shock r esulting f rom severe burns a nd wounda • 

• 1e 'Jse of this preparation is reported by Schering 

( ·~oration to have saved the l i ves of thousand& of 

- lise soldiers after Dunkirk. 
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The research work of Sobering Corporation is 

conducted under the direction of Dr. Schwenk, who 

is a chemist of outstanding ability. Research is 

now under way which g ives proOIIise of resulting in 

discoveries of even greater importance t o our war 

program and t o our national health than the products 

at present being manufactured. The United States 

Government has a l arge group of scientists conduct­

ing research along certain lines parallel to those 

heine conducted by Dr. Schwenk and hls staff . The 

successful conclusion of this work wi ll be of the 

greatest impor tance to our air forces as it relates 

to preparation• which increase the endurance of 

aviatora. The technical advi sers made avai lable 

by the Office of Scientific Resear ch and Develop­

cent state that the exper ience and abil i ty of 

Dr. Schwenk and the use of the laboratories of 

Schering Corporation a.re vi tally needed in this 

work, 

199 

At the present time the experience of Dr. Sch~teuk 

and of his steff and the facilities of Schering 
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I corporation are to a u.rkld d'Cl'll loat to the OoYW'' 

and to the Nation. The tlolmioal a4Tiura atate that 

the Government doll not 4are uu 1>1'. Sohlrenk or the 

laboratories of the Corporation beoa111e ot the Ge~ 

connections ot the Corporation ana the affiliation. ot 

certain of ita Ge~ per aonnel. In a44ition, dowln•tiac 

patents hel d bf the corporation, ao long aa they are iD 

control of personnel of dubious loyalty, may etand iD 

the way of essenti al denlopmenta in the medical field. 

In fact, the technical adYisera even fear for the 

actual product i on of the products now being manufactured 

by Schering. It is considered imperative by them that 

questionabl e personnel be remoTed and a tl'lllted ecientiet 

assigned to work closely with Dr. Schwenk in order to 

obtain t he Talue of hie essential kna.ledge needed iD 

tile production of items now produced by Sobering. 

Until recently, when the Treasury Department took 

steps to atop the practice, Sobering Corporation and 

other subsidiaries of Sobering !.G. in South ~rica, 

were used as tools to obtain dollar exchange to 

facilitat e the operation. of the Nasi regille. The 

Regraded Unclassified



- 4 -

purported aale of Sobering Corporation in 1937 to 

Swiss fronte for the B~~ie ~= ::•~·J iu •~en a 

manner u to au'ID'e the oontlnuanoe, until atoppad 

bJ' the Trn•IU'T Departaent, of the flow of dollar 

exchange to the lUi a. In addition, until a topped 

by the oooperatiYe action of the TreuiU7 Departaent 

and other goYU'DIMnt agenciea, SoberiDc Corporation 

wu engaged in atepe to auiet in holdill( the pharat.­

oeutioal aarket in South America for the German 

econolllf until the war wae OYer, and in auppl;yiDg 

dollar exohall(e through South .l!aerioa to the Naaie. 

During thia parlod certain proainent peraonnel troa 

Sobering !.G. of Germany c&IU to the United Statee to 

direct the acti'Yltiu of Scharillg Corporation. That 

personnel at preaent doainatea the corporation. 

In order to protect the eource of auppl;y of the 

vital medical products made by Sobering Corporation 

and to enable the United States Government to utili•• 

thia corporation and ita expert peraonnel for the 

development of preparationa vital to our war effort, 

t!ie Treaalll7 Departaant proposes that the followiug 
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peraona be auapended !rom turth .. aothi the ia 

Schcring Cor~oratin~a 

1. Dr. tuliua We1t&iln - Preddent; ealarr 

appro:rlmate~ $60,000 a Jlll'J fol'llel' 

pree1dent of Sober~ A.G. ot Gera&nJJ 

entered the United Stat11 in lfaJ 1988. 

2. llr. llart1n Bernhal'dt - Head of 1ecal and 

o011ptrolling departlunh; ealarr, $9 ,.00 

a Jl&rJ toJ'IIler Vioe-Chall'II&D. ot Soher1ng A.G. 

of Gel'II&D.JJ entered the United Stataa in 

llaroh 19S8. 

s. llr. Ernat He•er - llanager of pro110t1on; 

aal&rJ appro:rl.Mtely $22,000 a Jlll'J 

toraer~ in the South .&Mr1oan departact 

ot Soher1ng A.G. ot Gel'MD1J entered the 

United Statea in Janu&rJ 1932. 

4. llr. Hana irclaaDn - In oh&r&e ot angin11ring 

and maintenance departlunte; eal&rJ, $10,000 

a 7ear; toraer1J deeigner of ohemioal equip­

unt tor Sohlring A.G. ot Gel'MD1J enterecl 

United Statea ia Auguet 1929. 
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5. Dr. Erich Putter - Direct or of biological 

laboratorJ; aalary, $6,600 a Jear; former­

lJ director of bacteriological reaearoh for 

Scheriug A.G. of Germany; entered United 

Statea 1n Jul7 1938. 
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6. Dr. Gerhard A. Fleischer - Research ohemllt; 

salary, $4,300 a year; worked for Soheriug A. G. 

of Germany during ~acationa and cam. directl7 

to United States through Schering A.G. after 

graduation in February 1937. 

7. W.aa Frida Friderici - Secretarr to Dr. Schwenk, 

Director of Research; born in United States , but 

educated i.n Gel'II&JI,Y where her family ia now 

li~ing; reported to be of pro-Nasi tendencies; 

h&e in her cuatodJ all confidential &cientific 

aattera of the corporation. 

8. lll.u Henrietta Lauge - Secretary to Dr. Weltsien; 

entered United States i n 1923. 

If thia a ction aeeta with your appro~al we will take 

the neoeuarJ atepa t o put it into .'!Ject. 

JA~P{;~Uc_1 ~th~~ · J. I~ +t. 
Secretary of the Treaaur, 

-

• 
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Dr . Julius Welt zien. 

Dr . '."ieltzien wns born in Gerr.~any in 1889 . He 
slulos that his mother is Jewi sh. He was ~:raduated 
1'1. tl. the dor,roe of Doctor of Laws from the University 
of : rc Li. er3 in 1Sl 2 . 

'lc bogan to v.ork with Scher ing A. C. of Gerulall,Y 
rriv t' lo the last war. During the last war he was 
a second lieutenant in the German Army. At the con­
c.:.uc:cn of the r;ar he returned to Schering A.C. and 
:ecn.;e .ice- President of tha t concern in 1921. In 
1 :•- !le ~ccaoe Pt•esident . About 1937 Schering A.G. 
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cJ • .: its r nront conl!lany , which was entaged in mining 
r.no c.nct' enternrises, were anere ed and Dr . ',,'eltzien 
:.ern .. e l'rt!dd ent of the coo:tbined concern. lie is 
l'cror ted to have directed the establishment of a,;encies 
of Scr.eri~ A.G. in practically every country in the 
1·.orld and 1s said to be an outstandin,; authority on 
for•eicn trade. 

Dr. 1'/eltzien was a close friend of Strauss er who, 
r rio r to 1933, was second in command of the Nazi Party . 
In 1933 Strausser broke with Hitler as a r esult of 
Strauoser 's atteot't to form a goverru:~ent in co1•roborat ion 
r,ith t he trade un1ons . Dr. l'ieltzien then gave him a 
job wi t h Schering !L .C. In 1934 Strausser was arrested, 
eithor in the offices of Schering A.G. or on his way 
ao;.e, and was shot in the streets of Berlin. Dr . \lieltzien 
r;as also arrested, but was soon r eleased. He is probably 
o~e of the very few associates of Strausser who is alive 
todo..~r . 

Dr. Weltzien states that for several yea.ra 
:cr.oring A.C. bad to sunply a set quota of for eign 
oxchnn"e to the German Covernnoent . By 1937 the 
,.~.ources of its subsidiaries to supply the required 
AJ.1o unt of foreign exchange were exhausted. Schering 
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A.G. was then directed by Goering'• organization 
to tell the American subsidiary, but to arrange 
t he terma of th! sale so that approxUa&tely the 
same t.uWWlt OI Iv•·"•t"' <>;;;;hang;; would be trans­
ferred from the Amencan company to Gel'lll&ey each 
year. Dr. Welt&ien states that he discussed this 
wi t h a friend who is an official of Ciba, Basle 
(phar~ceutioal manufacturers}, and the negotiations 
were then undertaken with the SWiaa Bank and with 
Ciba. During the course of the negotiations , the 
suggested terms were subJJ.i. tted from til:te to time 
to Goering's de~art!aent and were changed to meet 
that department a approval. 

Dr. Vleltsien reports that he was asked by 
the Swiss Bank to take over the pr~sidency of the 
American firm u thay wanted someone they knew 
to be in char~•· He states that he had bean con­
sidering leanng GeriiiiLIIY for some time beoauae 
of conditione there, and therefore he readily 
accepted the position. Although it ia possible 
that Dr. Weltzien may not be a Nazi , he obviously 
believes ainoerelY in the auprem&O)' of the German 
economf, and hia loyalty and ties are basically 
with Ger-.nf• 

It ia &lao inconceivable, i n light of 
Dr. Welt sian 1 a background, tlla t he could have 
left GeN&J~Y with tlie eau that he did without 
having first ccae to s01:1e underatandl..ng with th.e 
German Government. Undoubtedl7 hi• departure 
was conaanted to with the understanding that he 
would enaure that foreign exchange would continue 
to be transmitted to Gel'll&ll1 and that hia aldll 
and nperilnce would be utilisad in maintaining 
German markets in cas e of war. It ia to be noted 
in thil connection that hia 110ther and a brother 
and ailter are atill in Gel'UDf• 
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llarti.n Bernhardt, 

Bernhardt was born in Gel'IIIIJI¥ in 1886, and 
is at l east part Jewish, He atudied law at the 
University of Breslau, Gei'II&JI,Y, .Uter he wa

1 
discharged from the a~ in 1917, he want to 
work for the parent company of Sobering A.G. of 
Germany and continued to work for that comp&n7 
for twenty years. He became Vice- Chairman of 
t.be company and waa in charge of peraonnel, 

He arrived in the United States in 1938 at 
approximately the same time as Dr. Welt&i en. It 
is r~orted by employees of the Scherins Corpo­
ration that on his arrival he immediately aasuaed 
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a dominating role in Schering operations and be­
came Dr. \Veltzien' s most trueted &asociate, It 
is reported that this led to conflict with Dr. 
Stragnell, who complained of Bernhardt '• activities. 
Evidently, since that time Bernhardt baa operated 
in a much quieter manner. Bernhardt is ostenaibl7 
in charge of the legal department, but it il doubt­
ful that his • ervices are of 1111ch value due to hil 
lack of knowledge of law as pract iced in the United 
States . I t is ?elt t hat he came to the United 
States with the understandillg that he would be one 
of the forces t o continue the policies of Scher ing 
A.G. of Germany in t he American concern and tbat 
essentially he is a watch-dog for the Ger.an 
company, 

Rrna t l!a:alller, 

Hammer waa born in .Usaoe Lorraine in 1908, 
l!o began to work for Sobering A.G. in the Latin 
A.:nerican department in 1925, and took an a ctive 
part in the establishment of the South American 
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agenciea of Schering ~.G. In 1929 he waa aent 
to Chile and in 1930 waa transferred to Schering 
Corporation in the United Statea. He apent two 
yeara in the United States studying promotional 
work. lila aal~:- d•.!!'!!!ll this period waa paid bf 
Sobering !.G. of Germany. In 1932 he re- entered 
the United States on an immigrant ' s •isa andre­
ceived his final papers in 1937. 

20? 

It ia apparent that Wr. Hammer was aent here 
by the Geraan company to ensure the continuance 
of ita policies, and it is beliend that hia tiea 
and loyalties are to Schering !.G. of Germany. He 
haa a brother, two aunts, and an uncle atill in 
Germany. It is curious that Schering A.G. should 
aend a man from Germany to conduct ita promotional 
work, as a man to conduct such activities could 
easily have been obtained in the United States . 
Hammer attempts to explain this by a tating that 
he underwent a course of training in the scientific 
aspect of Schering's products before going to Chile. 
Thia aseertion has little or no value, as the 
products now be~ manufactured and marketed by 
Schering ~.G. of Germany had not been developed 
at that time . In fact, at the time that he came 
to the United States, Schering. Corporation of the 
United States waa handling only minor pharma­
ceutical products of a standard variety • 

Erdmann wu born in Germany in 1898. Re worked 
for Schering l.G. of Germany from 1922 until 1929, 
deaining chemical equipment. lie came to this ~ountry 
in 1929, but did not join the Sobering Corporat1on 
until 1934. He received his final citizenshi~ papers 
in 1936. He is now in charge of the engineer1ng and 
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maintenance departments of Sch~ring Corporation. 
At the present time, Erdmann has a mother and 
sister in Germany. He is a clcae associate of 
the V/eltzien-Bernhardt clique. 

Dr. Erich Putter, 
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Dr. Putter was born in Germany in 1692 and was 
graduated with the degree of J.!. D. in 1916. During 
the last war he was a lieutenant in the medioal 
corps of the German Army. 

He wss employed by Schering A. G. of Germany 
in 1924 as under-director in the bacteriological 
fi eld, and was later made director . Ile states that 
fearing trouble because his ancestry is not entire­
ly "Aryan", he asked Dr . Stragnell and Dr. V/eltzien 
for a job with Schering Corporation of the United 
States . He and his family cauae to this country in 
April 1930. His mother and a sister are still living 
in Germany. 

He ia at the present time director of the 
biological l aboratory of Scberin~ Corporation, 
and i s conducting research work 1n the bacterio­
logical field. Dr. Putter is in a position to 
ascertain the nature of all developments in the 
Scl:er ing laboratories . It is felt that because 
of his long association with Schering A.G. of 
Ger~Anv and because of his German bac~round, it 
woul d be exceedingly inadvisable to allow him to 
r·c •. tain Vlith the Sobering Corporation if it is to 
en:;age in work of a secret and confidential nature. 

Dr. Gerhard A. Fleischer . 

Dr. Fleischer was born in Germany in 1911 and 
received his Ph. D. from a university in Danzig in 1936. 
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During his summer vacations he worked for 
Schering A.G. of Germany doing research work. He 
met Dr. Stragnell in 1936 and accepted a position 
with Sobering Corporation in the United States, 
cnL tu· iu~ tnis country in Februari' 1937. He has 
a ~ister in Berlin and a slater 1n the Dutch East 
Indies. Hla mothP.~ is deceased and he does not 
lmow where hia father ia . He ia at the t'resent 
t ime in charge of research work on prote1n hormones. 

The technical advisors mode available by the 
Office of Scientific Research and Development feel 
that due to Dr. Fleischer's German background and 
former connection with Schering A.G., work of a 
confidential nature could not be turned over to 
the laboratories of Schering Corporation until he 
is removed, 

Miss Frida Friderioi. 

Mlsa Friderici was born in 1908 in New York 
City. She returned to Germany in 1913 and re-
entered the United States in 1930 on a United 
States passport . Her mother, two sisters, and 
numerous other relatives are now living in Ge~. 
Her husband, .lrthur Ziehm, n.s born in Gel'DIIJ11', but 
i s now a citizen of the United States. He waa 
formerly a motion picture distributor of domeatic 
and foreign fil.u. He distributed German films, but 
Mias Friderici states he diecontinued this diatribution 
eithsr in 1936 or 1937. He served in the United States 
.lrmy duri ng the last war . 

Miss Friderici was employed by the Scher ing 
Corporation in Uay 1938 aa secretary to Dr. Schwenk. 
In thia capaoity, she has custody of practically all 
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confidential scientific matters of the corporation, 
L~ss Friderici ' s background is essentially German 
and she ls reported by other employees to be strong­
ly pro-llazi in sympathies, 

:W.sa Henrietta Lange. 

l.fisa Lange was born in Germany in 1912. She 
came to the United States in 1922. In 1930 abe 
returned to Germany for a visit and in 1933 abe 
went to Germany for the purpose of relearning the 
German language. She applied for her fi rst papers 
in April 1940. She has an uncle and aunt1 and 
their children, still living in Germany, 

Miss Lange is a close associate of one J.:ahr, 
who is a skiing instructor. Mahr ia of German 
birth, but has been a citizen of the United ~tates 
for nine ~ears . Several anonymous letters haYe 
boen rece1ved accusine J.;iss Lange of r:azl. actl.vitie:s. 
She states that these letters wore probably written 
by a foriller sui tor of bet·~ 1·::.o becu .e ntreJIAily 
jealous when she shifted her affections to :Lahr. 

Little reliance is placed on the state~nts in 
the anonymous letters , but it is believed that be­
cause of her Ge~ backzround, her connection with 
the German skiing group, and ~er poa l. t ion as ~e~retary 
to Dr . \'/eltzien, i t is essential that her relahows 
with the corporation be severed, 
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INTER OFFICE. COMMUNICATION 

D ATE J~ll 2 6 !942 
•o ~·,CI'et. tlry L~orgenthau 

••o• : J' . Foley 

The Pilot Reinsurance Company , of New York City , was 
or~u::ized in 1925, with capital provided by two Ger= 
: el!ls..rallce comp:u1ies and one Italian insurance company. 
:-ue pru5 iden t and the vice pres i dent of the new coopnn,y 
'nCN r ocontl;r naturalized citizens of German ori~ins . The 
:1resident , ~. Carl Schreiner, was also a direct~r of 
~~ich ~ei~urance Company, whic~~rnisbed over one-half 
?1 the ca~at.U for the new corporation, ane1 ever since 
tts or gan1zation t he Pilot Reinsurance Company, unaer the 
~or.Unation or w- . Schreiner , has been operated primarily 
in th e Ger man interest. The d irectore of the 1:unich Re­
insurance Compw1;r were active in the Nazi movement from 
its inception. They helped finance the part;r , an~ the 
chairman of the board , who i s also a director of Pilot 
Reinsurance Com).lan,y , took a leave of absence from his post 
to 11ct as Hitler•a Secretary of Commerce from l!l:$3 until 
l :;:JB . In l\1~ and Hl40 th e shares of Pilot Reinsurance 
Com?an,y Oli'IHtd by the two German compe.niea were transferred 
to various Dutch, Swiss and Swedish holdin& companies. 
Ur . Schreiner, a complete Nazi sympathizer and ardent 
sup~orter of Hitler, has been in Europe since April 1~40 . 
!>ur~.ng his absence the c ompany has been opera tea. by the 
vice presid ent , Wr. A. F. Sadler , as to whose loyalty t here 
is very serious question. Apart from t he officers , t here 
are only five employees, all of whom have German back­
gr ounds . 

Pilot Reinsurance Complllly has aneta of about 
$3, 500,000 and at present has only five reinsurance tr!aties 
outstanding. Since June 14, 1941 , it has been operat1ng 
uMer 15 and 30 day licen.s es . The board of directors re­
~ues ted a lone term license and submitted a plan for 
' Alr.el'icnnizahon" of the corporation, which 1n effect would 
.ave enubled some of t he directors to ort;anize a new company 
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usi ng German capital. With ita antecedenta and per1onn~l 
it seemed deairable to 00111pel Pilot Reinlurance Ccap&DT 
to liquidate. 

Kr . Louis Pink, Superintendent of lllaurance for tlw 
State of N~ Yo~k, w&! ~~11~~ ~¥=~ !:~ ~ opinio~ ~ the 
importance of the oomp&DT to the market. Kr. Pink in­
formed us tbet, although there is a g.naral 1hortage in 
reinsurance facilitiea and thia compenJ is a •good l ittle 
company• which could be !merioanized b7 puttiug one o! hi1 
men i.n Gharge, be felt t hat whether the oompan7 •uns or 
dies will not have any substantial effect upon the oondi­
tion.s •. After clearing the matter with Dean .lchoaon, 
Assis tant Secretary of State, and Mr. Leo T. Crowl~, the 
decisi on was roached t o grant the Pilot Reinsurance Co.p&DI 
only a liquidating licenu at the npiration of ite current 
15-day license. This is perfectly consistent with our 
t reatment of tho one large Italian insurance company and 
the two Italian banks. This liquidation will take place 
under the supervision of the !lew York Superintendent. 
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TREASURY DEPARTMENT 

WASHINGTOH 

January 26, 1042. 

UE!.IORAliDffii FOR TilE SECRETARY : 

In accordance 11ith your request on 
Frida], I ac handinz you the attached 
chart shor1ing the orGa."li::ation of the 
Defense Savings Sts!f. 

I an not collpletely satisfied nith 
this chart, ami it will need some revi­
sion. It is however sufficiently accurate 
for practical purposes . 

J.'.y oculist says that t!1e eye is much 
bet t er , and he has dinohe.rcod uo oxcopt 
for an occasional check-up. 

G?.l~':S . 
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DEFENSE: SAVINGS STAFF 
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O'THER 0RGANIZAT10NS 

J l.. Ho11ght•llng 

Regraded Unclassified



~. Dnve n. Korria, Jr., 

Aaol atant t o t he Secretary. 

Sir: 

Treaeury DepertQent Circular No. 857, dated 
April 15, 19~1 , as ~r.ded, preaoribin& resulatlona 
covernin~ aboncioa !or t he i aaut o! Do!enae Savings 
Bonde, Series E, providee: 

• * "The Secretary of the Treasury 
lilA¥, at lUll t loe, dealcnate i n ul.nr. 
a~enta other than those hereunder 
doai~;ll&ted , t ho OJ;lp1oymont of nb.loh 
shall be eub joot t o qualitloatl.on as 
herein provitled, except &G r.Ja:¥ be 
otherwise a~eoi!ically authorized by 
the Secretary.• * • 
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You are hereby authorised, aa AaaiatQnt to th~ 
Jecrotary, i n QJ behalf to dea1gnate l.aauin& a~onta 
! or the sale o! Do!enae Sav1J1l:e Donda1 Strite E, 
un~er tho above authority, and to ins\ ruct ! ederal 
ReaorYe aanka and their branches with reapeot tL•~•­
to, 

'!ery truly yourc , 

( e1g~>td) H. llorsontbou, 1 r . 

Soo!'ohry of the Tru.aury. 

cra/m 
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TREASURY DEPARTMENT 

INTER OFFICE COM MUNICATION 

Secretary Morgenthau 

Dave H. Morris, Jr. 
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oAn January 26 , 

S~bjoct: Digest of eight (8) replies to Ni ght Letters sent 
Wednesday, January 21st, t o first twe lve (12) 
qual ifying corporate Issuing Agents 

Swift & Company: 

They have requ isitioned ~7. 781~ bonds, which is 
about one week's requi r ements. An increase is expected and 
the plan should work smoothly . 

Ghicago-Great Western R.R. Company: 

Slowness is admitted in the requisitioning of bonds. 
Tbey expect to requisition bonds shortly and favor the plan. 

Chicago-Indianapolis & Louisvi lle Railway: 

The Payroll Allot t ment Plan has been in effect since 
July 15, 1941. About 700 of 2,200 emp loyees are at present 
p~rtic ioating. Difficulties are not anticipated. 

The C~in-S loan Company: 

They want t o cooperate and are qualified as issuing 
agent, expecting to fil l customers' requests for bonds. Cain­
Sloan planned to pay for bonds and sell them to customers. As 
they unders tand rules, they do not permi t this ; they have not 
reouisitioned bonds. They, however, expect t o accommodate em­
ployees through purchase from local bank or post office. 

Tom Huston Peanut Company: 

They understood f rom t he fede ral Reserve of Atlanta 
that a shortage of bonds exists and decided to wait for a sub­
stantia l order t o accumula te , before ordering any. 
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Chicago & East ern Illinois Rail road: 

They understood from the Federal Reserve of 
Chic•~n t.hAt. O.E. & I . could ~ct :1.11 issuiuli t:t.li:m• ~f ti:<­
number of bonds were sufficient to warrant such designation. 
Tbey then advised them that they would act as issuing agent 
vhen the number of bonds exceeded 75 per month . Their last 
requisition was several days ago. Twenty-two ( 22) bonds 
vere ordered, but an increase is expected. Many employees 
buy bonds directly. I f desired, they would be glad to start 
issuing bonds, regardless of the number and already have cer­
tificate of q!19.lification, 'etc. 

Chicago & North Western Railway Company: 

Pleased with being able to issue bonds as soon 
as payment is made, they feel that this definitely expedites 
;he sale of the bonds. 

Louis Pizi tz Drygoods Company: 

One hundred Per Cent (10~) of the employees are 
buying bonds, either for cash or through payroll deductions. 
Each week, they expect to requisition the number of bonds 
paid for by their employees. This eliminates carrying on 
hand a number of blank bonds. They would we lcome any further 
suggestions. 

Conclusion: 

It does not seem that any follow-up need be made, 
except in the case of the Cain-Sloan, Tom Huston Peanut Com­
pany and Chicago & Eastern I llinois Railroad , which I am 
following-up. n. 
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Poo\ Office 
lla\o llaD4 kloo 

lonoo S 

:.....,., 19'12 
1 • ~,982 2 ,802 
3 11,1157 

5 9.6111 
6 6,711 
7 6,741 
I 7.509 
9 ~,746 

10 .398 
12 10,187 

~~ 7.902 
... 7o6 

15 6,111111 
16 ~· 721 
17 ,130 
19 8,835 
20 5.155 
21 II,U6 
22 5,161 
23 ~·90S 211 ,655 

!o\al _$128 11211 

a.n ... 

• 10,229 
10,736 
9.557 

26,7211 
1,659 1 

21,267 
21,297 
12.359 
16,031 
37.413 
15.059 
19.939 
16,597 
26,239 

6,933 
}9,000 
10,SJig 
19,375 
22,257 
2},}92 
15,820 

·.JSS--500 

tml1'n I~J:S SAVlHGS :SOliDS 

0..1l:r Balu - JN>ur:r, 1911;! 
On Bae1e o~ Ie eu Pri" 

(la tho'UUAla of c!Dllaro) 

llult llall4 Be.loo 
-

Borioo ., Borioo D !o\al 

• 1,9611 • 7.6o5 • 19,798 
2,()56 7.779 20,571 
1,278 5.1153 16,289 

J,21Kl 13,7o4 113,661 
1,}111 6,771 15,778 
3.692 18,132 113,790 
3.821 12,871 37.919 
1,79& 11,765 18,923 
1,158 6,355 211,21111 
3,8}0 111,}~ 55.666 
2,507 11,9 29.510 
3,701 111,293 37.933 
2, 2113 13,213 ~·123 
11.319 111,078 ,637 

759 1 },OOS 10,700 
}.9116 16,599 59.5115 
2,285 10,551 23,}85 
3.538 15.566 38.1179 
3.973 9.850 }6,080 
2,652 S, ooll jll,olll 
2,2}9 5.31111 23,11o3 

·5~3 ~015 *"-&. ""8 

Ottioo ot tile S.oroh.~ of U.o !roanr:r, DiYioloa of B.ooarch aD4 StaU oUoo, 

.Ul llall4 hloo 

Borioo S Borioo ., Borloo D 

1 

• 14,211 • 1,964 • 7.6o5 
1~, 538 2,056 7.779 
1 ,015 1,271 5.1153 
36,11o8 3.2-0 13.7oll 
111,369 1,}lt.J. 6,771 
28,015 3.692 18,1}2 
28,506 3.821 12,171 
18,105 1,191 11, 765 
20,1129 1,158 6,J55 
117,670 3,130 111,~ 
22,961 2,507 11, 
211, 6115 3,701 111,293 
23,olll 2,2113 ~,2113 
31,96o 11,}19 ,071 
11,763 759 },001 

117,835 3.9116 16,599 
15.703 2,215 10,551 
211,261 3.538 15,566 
27 ,IllS Mn 9.150 
29.~ 2,652 8,ooll 
20,76 2,2}9 1-- 5.jllll 

iin6.42S u~a~~, t221 _0111 

lovoo• .U1 f!.cVoo are 4opooUo with tbe !narvor ot the UaUo4 8\aho oa aaaaaat of procoo4o of 

aaloo of Uaite4 Statoo oartac- 'boa4o, 

!o\al 

• 23.710 
25.:m 
20,71!7 
53.352 
22,-., 

5:m 
·"' 211,6lll 

65,15} 
37,1112 
112,639 
38.567 
50.358 
15,530 
61,}10 
211,5}9 
113.365 
111,2111 
39.956 
211,()58 
-~A~ 
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Unf't.lle4 Orderfl ror Spvln ... r Bonde ~tt ~ne 

Federal Recerve B~e nnd the Poo~ o:::ee OoQnrt gent 
J nnunry 12 t o dn t& 

(In thoueMdB of ,.,1eeee) 

: Onrilled 
!:e~· otUers Bon<\ a Unfilled. Stool' of 

: ordero at ord~ro a t 
:onen1nt: ot received ; z::anufactured ; close of lx>nda 

business today today business on UU\d* 

Jan. 
12 541 859 59~ 805 ;>36 

13 ~05 42> &30 598 ~36 

14 598 622 670 550 236 

15 550 660 750 455 ~'31 

16 455 773 775 426 204 

17 426 672 soo 29& 204 

1S 29~ none-no mall ncne- c1ooed 298 2o4 

19 298 2o4 soo 202 7o4 

20 202 204 soo s6 1,184 

21 g6 411 soo 59 l.~ 

22 59 697 soo 86 1,676 

23 s6 569 soo 50 l , l71 

24 50 727 800 28 1, ; 22 

Office ot the Secretary of the Treasury, 
d -.anuary 

D1v1s1on of Research and 8ta t1et1ce. 

• Bonds 1n Washtncton vaults only. 

. IBI! 
; deli ver1es 

thls daJ' 

62'\ 
650 
Gls5 

1,000 
750 

1,000 
goo 

S25 
,ooo 
875 

1,000 
1,000 

11,000 

26, 1942 
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Stock or Ber1ee E 8aY1!188 Bonds on Band y 
J anuary 15 , 19~ to date 
(In thouaands or p1eoea) 

8to0k on h&ii4 I : BOnde I 8took o:i nn I IIi 
:' beg1nn1ng 1 

Sales 
1 th1e .d!.l 1 manufactured 1 o1o ... ot 1 del1nr1ea 

• ' ot W I th1e dy I 4&!:._ I t h1• 4&! 

laD. . 
15 6 , 569 320 750 6,999 1 , 000 

16 6.999 4115 775 7 ·3:!3 750 

17 7.329 163 800 7.96 ; 1.000 

18 7.966 none-oloeed none-o1oeed 7.96 5 800 

19 7.966 665 800 8 ,101 8:!5 

20 S,101 218 800 8.683 1 , 000 

21 8,683 337 800 9.146 875 

22 9 .146 381 800 9.565 1,000 

23 9.565 377 800 9 , 9SIJ 1 , 000 

24 9.988 263 800 10, 52ii 1,000 

Ottioe ot the 8eoretarr ot the Treasury, 
D1v1a1on ot Raeearob and 8tat1at1oe. 

J aiit.lal')' 26, 1942 

y · Ino1ud .. atook 1n hatlda ot (1) rederal Beaern Ba.nka and branobea, ( 2J Po1~ Ott1oea, 
( 3) J'edartol. Re .. n• Bank 1eau1ng agents , and (4) !reaaur)' 1raulte 1n • • !Jhu ton. 
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TW£ W'IT-c "0:.!5!: 

W .ASW "\::ao .... 

January 26 , 1942, 

It eeeu to ""' tllie obould be 

1Uocl in trainin8 youtb for induotry and 

not ocrappocl. 

Atfoctionatol;r, 
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276 ucbine ahops with 15, 884 )'OUth 1n tr•1ninr 

266 oheet aetol shops with ll, ))) 70uth in tra1n1Df 

2)4 wJ.oinil ohopa with 7,0)0 )'OUth i n ~ni;\l.r" 

27 touaclr7 ahopa with 'lOS )'OUth 1n tr.Un.ln« 

87 forge and blackaith a hoP" wit b 828 )'OUth 1n tralnlng 

85 .....Uo ahops with 2,667 70utb 1n tl'&inl.nr 

)6 electrical ohopa with 884 )'OUth 1n t~ 

1.29 &utooootln aa.1ntennnce 3lld repai,r oho 1 with 5,315 70Utb 
1ntr~ 

12 a•lation oer.ice shops with 798 )'0\lth in tr&in1nr 

282 pattem~L,king, joinery ond ohlp carpentry 1ho1 • with 
lO, o62 70uth in tninl.nB 

61 induotrhl ond heavy-duty sewing ahopa wit h 7,095 10uth 
in troifti"' 

420,000 lilA trainee~ rout h eecured cplo111ent in induet ry 
<hlrla& the c&lm<l&r year 1941. 

0.. detm .. t~ projecte the uer' c• tr-Un1ng period h 
) .,..tho; on reculo.r project• it la about S a.ontha. Turno't'ar 1A 
daten .. tr&iJlinB project• h , t herefore, about 75 , 000 nery 3 
1101\tha. 
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TREASURY DEPARTMENT 224c 
INTER OFFICE COMMU NICATION 

OAT& January 26 , 1942 

TO Secrc ta~y genthau 

Ur. Haa ' 
) v 

Empl oyment under the Work Projects Adminis tration increased 
!rom 1, 017, 000 to 1,020, 000 during t he week ended January 13,1942. 

Attachments 

Regraded Unclassified



Veelt eD4111C 
19,.1 
J'Wie a. 
J'Wie 11 
June 1:: 
J'Wie 25 

J'\117 2 
J'\117 9 
J'\ll7 16 
J'\117 23 
J'lll7 30 

Allguet 6 
Allguet 13 
.lupet 20 
Allguat 27 

8ephaber 3 
8epteabn 10 
8epteaber 17 
Septeaber 24 

Ootober 1 
Ootober S 
Ootober 15 
Ootober 22 
Ootober 29 

loYeaber 5 
lloYeaber l2 
Joyeaber 18 
lonaber 25 

Deoeaber 2 
Deoeaber 9 
Deoeaber 16 
Deoeaber 23 
Deoeaber 30 

J'anuar7 6 
J'auuar,. 13 

Bouroes Work ProJeote .lda1D1etrat1on 

Jaaber of Worker• 
( ID thoueaade) 

1,~2 
1 , a.23 
1.410 
1~368 

1,172 
1,030 
1,016. 
1,025 
1,036 

1,oa.1 
1,oa.2 
1,oa.3 
1,oa.5 

1,oa.3 
1,037 
1,035 
1,033 

1,032 
1 ,037 
1,o40 
1,o44 
1,oa.7 

1,050 
1,056 
1,058 
1,0lio 

1,o6, 
1,060 

~:g(~ 
1,oa.1 

1 ,017 
1,020 
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WOU PR0.1EC\'8 .t.DICIIIS\'RA\'101 
luaber or Workers a.ploJe4 - XoDtblJ 

UD1tced States 

1939 
JulJ 
.!.Ut'".! ~ t 
Septeaber 
Oct ober 
Noyeaber 
Deoeaber 

19l!o 
Janu&rJ 
February 
Xaroh 
April 
X&J 
JUDe 
JUly 
Auguat 
Septeaber 
ootober 
NoYember 
December 

19~1 
Januar7 
February 
Karch 
April 
Kay 
JWle 
JUl J 
Auguet 
Septeaber 
October 
lloYeaber 
Deoeaber 

Source: Work Pr oJeota Ada1D1atrat1on 

luaber or Workera 
( ID t houeaDda) 

2,200 
1 ,842 
1,790 
1,902 
2,02~ 
2,152 

2,266 
2,324 
2,2U 
2,092 
1,926 
1,665 
1,701 
1,691 
1,704 
1,779 
1,!21 
1 ,!7! 

1,!9.5 
1,!67 
1,70! 
1,56o 
1,4~ 
1,36! 
1,036 
1 ,045 
1,033 
1,047 
1,060 
1,041 

Monthly r1gurea are weekly t1gurea t or the lat est week ot 
t he month. 

They 1nolude oert1t1ed and Donoert1t1ed workers. 
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TREASURY DEPARTMENT 

INTE" OFF1CE CONNUNICAT10N 

L!r. 

3uoJect: 
~/ I 

The usiness Situation, 
Week ending January 24, 1942 

SummarY 

228 

CO!IF'IDO."TIAL 

DAn January 26,1942 

(1) The price control b1ll aa revi sed in conference still 
retains intlationary potenti alities. In addition to oermittincr 
prices of moat agricultural oroducta and of related manu­
factured goods to rise to ceilings above present levels , it 
requires the raising of ceiling levels based on narity aa 
nrlces of goods bought by farmers increase. On the other hand, 
ra~ prices will not necessarily reaoh ceiling levels, since 
au.,ply and demand influences will at111 be effective. The 
Depsrt2ent ot Agriculture ' s program tor e~ana1on ot produo­
Uon is likely t o be a atabllh 1n& factor. 

(2) Basic commodity or1cee roee moderately higher last 
week , with farm products leading the advance. Cotton advanced 
steadily during the week to new 12-year hi ghs. Increased 
speculative activity wae noticeable, stimulated by the high 
~L~~ ceilings in the price bill on cotton, wheat and cor~. 

(3) The general orioe level continues to rise. The BLS 
all-co~~odity index in the week ended January 17 rose 0. 6 to 
95.6 , the highest point since September 1929. Since our 
entrance into the war , the index has risen 3'· 7 percent. 

(4) As a result of the recent upsurge in consumer buying, 
the gain in deoartment store sales over year-earlier levels 
w1•ened to 45 ~ercent in the week ended January 17 !rom 31 
percent in the.prc~· "~: week . Stocking up ot we:!:~:. ~·hber 
goods , sugar, and other types ot merchandise expected to be 
in short ouooly, has ·atrongly contributed to the sales up­
tur·n . 

(5) Preight carloadings have risen substantiallY since 
the first ot the yea.r, and have already reached levels not at­
tained laat year until early Kay. In order to apeed up 
equloment conatruct1on, SPAB has aoproved a pro~am to turn 
out 36,000 freight cars in the 3 months ending April 30. 

Regraded Unclassified



- 2 - 229 

Pr1ce contr ol bill ra1ota pr1oet turtber 

R1eing prices tor farm produota in the laat tew days 
are largely attributable to the price control bill. The 
bill, ae revised in conference, 1s etUl inflationary in 
nature, and is so considered by traders in the commodi ty 
markets. Speculative activi ty bas aooordingly increased 
and the volume ot futures t rading in the cot t on and gra1~ 
markets last week was the highest since t he week immediat ely 
~tter our entrv i nto the war. 

The price bill is inflationary in several respects: 
(1) It permits prices ot agricultural commodities to rise 
to ceilings which in most cases are above present market levele. 
(2) It forbids ceilings on manufactured goods, made 1n sub­
st antial port from term products, below the equivalent ceilings 
tor the lat ter. This would ap~arently eliminate the p resent 
ceilings on cotton textiles. (3) It requires a stepping up 
or ceiling levels baaed on parity, as prices increase tor 
goods bought by tarcers. Prices ot goode bought will them­
selves inevitably increase as a direct result or the bill, 
since 51 percent or the change in parity levels depends 
directly on changes i n coats ot items produced on the tarm 
or made trom farm products: (a) rood, a substantial part 
or which is home grown and valued at farm prices\ (b) clothing, 
i n which cotton and wool are p redominant, and (c teed, live­
atock, and seed used i n farm production. 

A notable instance or the inflationary effect or t he 
price control bill is seen in the case or cotton, a product 
entering into a wide variety or industrial and defense uses, 
~c "Tell as having an important effect on the cost or livi ng . 
The inclusi on or the pri ce average tor the period 1919-1929 
as one ceiling basis raises the ceiling on cotton to 21 . ~7 
cents at the term (32 percent above the 16. 23 cents farm 
price in December). The 1919-1929 period includes the peak 
ot the World War inflation, and i n the caee of cotton, it 
also includes the severe boll weevil years of 1921 to 192~, 
When cotton prices rose nearly to World War levels. 

The effect of the price bill on living coats --- a key 
factor in the inflation problem - - - may be judged from the 
tact that 44 . ~ oercent ot the BLS coat-of-living index is 
made up or food. and clothing . 

Farm prices or course, wi ll not necessar ily reach 
ceillng levels. 'since supply and demand factors will s t i ll 
be etteotive the Department or Agriculture ' s program tor 
expanded production 1n 19~ ia likely to have an i mportant 
stnbili~ing influence. The present program tor Government 
sales or cotton, wheat, and corn will also tend to restrain 
price advances. 

/ 
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Price contro+ b111 RtpY111pp• 

The oonterenoe price bill proYi4ea that the Secretary 
ot Agriculture auat appron any action taken with reepeot 
to agricultural oo::maoditiea, and that no ceiling price MY 
be establiehed on any tara product below the highest ot the 
pr1oea determined on the following baaaa: 

(1) The average market price on October 1 or Deoeaber 15, 
~.')'fl 

(2) The a•erage price during the period July 1, 1919 to 
June 30, 1929. 

(3) 110 percent ot parity prioea as deter.inad by the 
Department ot Agriculture. 

For commodities other than tarm produote, the standarde 
tor price ceilings are pr ices prevailing during the period 
from October 1 to October 15, 19~1. 

The following table ahowe tor each ot a selected group 
ot tarm producta the tara price on Deoeaber 15, 1941, and 
the approximate minimum ceiling price. In the caae ot beat 
cattle, and rice, the tarm price on December 15 wae already 
higher than 110 percent ot parity and higher than the 1919-
1929 average. 

Far• price Approximate Ceiling ae Jainiaua 
Com:~odity Deceaber 15, ceiling percent ot 

1941 price tara price 

Cot ton, lb. $0. 1623 $0. 2147 132 
Wheat, bu. 1 . 022 1.4oo 137 
Com, bu. .669 1,016 152 
Rice, (rough) bu. 1 . ~39 1-~~9 100 
Potatoes, bu. ,g27 1.2 5 151 
Apples, bu. 1.09 1.~ 139 
Hogs, cwt. 10.21 11. 112 
Beet cattle, owt. 9- 3g 9-3g 100 

Erice rise turthtr atillulatt~ 

Announcements ot heavy Governme~t requirements ot com­
modities tor war usee, together with ottioial statement• 
predicting turt her price advanoee, were additional bullieh 
1ntluencee in the commodity markete laat weak. Ae a result, 
the BLS in4ex ot basic co1111odity prices advanced to a new 
peak tor t he war period, and the Dos-Jonee ruturee index 
reached a new b1gb eince the index ne t1rat ooaputed in 
October 1933. 
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The BLS all-ooamodity index in ~ preceding week 
(ending January 17) advanced to 95.6, the higheet point 
e1noe September 1929. The riee vaa· agein due to broad 
price advances 1n t arm products and foods. (See Chart 1.) 
The all-commodity index has risen }.7 percent since our 
entrance into the var, lS. 6 percent aince a year ago, and 

27.5 percent trom the pre-var level or Auguct 1939 . The 
component index t or nrices ot tarm produc~~ baa r1e~n 11. 0 
percent s1noe our entrance 1n~o the war, 41.2 percent trom 
t he level or a year ago , and 65.2 percent since August 19}9. 

Basic commodity index at nev high 

The upward movement i n basic commodity pri ces last 
week wae confined almost entirely to domestic t arm 
product s. (See Chart 2.) New peaks since the August 
191<0 low were reached by cotton, lard , corn, wheat , and 
f l axseed. Sli ght declines occurred in prices tor rosin, 
barl ey, steers, and butter. 

Cotton pricee advanced steadily last week to new highs 
since 1928. Under t he operat i on ot the flexi ble ceiling plan, 
prices for print cloth and yarns were raised to highe.r 
levels twice during the week. The rise in prices tor 
raw cotton was stimul ated in part by t he large volume of 
cotton textile oontroots being let by the Government t or 
war goods. Another strengthening factor was the announce­
cent tha t the entire quota or }00,000 bales ot cotton which 
t he ceo can sell in any one month was taken up shortly 
atter the recently announced sell ing program became effective, 
while total applications amounted to 1,160,000 bales . 

Department store sales gain widens 

Although January usually 18 o. dull mont h tor retail 
~rads, consumer buying this year has been stimulo.ted by 
the rising price trend and r ears ct shortages in various 
types or merchandise. Merchants report ~hat the latter 
factor has been especially prominent in recent buying, 
Vi t:• c.:.nsumers stook.1ng up on woolen and rubber goods as 
well as eugar and other art1cles which are expected to be 
in short supply. According t o one source, retai lers 
claim that t he big impetus to the fear buying in recent 
months has come from i/aehington announcements relating to 
mat er1als shortages. 
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The latest upsurge or consumer buying oarried department 
8 tore sales t o ~5 percent above year-earl ier levels in the 
week ended January 17, as compared with a 31 percent gain in 
t he pr evious week. (See Chart 3.) The widest advances were 
shown by the Philadelphia and Cleveland district s, with in­
creases ot 60 percent and 5S percent respectively over the 
corresponding period or 1941. 

Industrial 0ro4ucti on index stil l rising 

Industrial product i on during the first halt or January, 
as in the previous month, has shown a less than seasonal de­
cline according to Federal Reserve Board comments. Addi­
tional data relating to industrial p roduction i n December 
conf irm an FRB adjusted index or 168 tor that month and an 
average or 156 tor t he full year. The last mentioned figure 
co2pares with an average ot only 123 in 19~. 

Rsterence to Chart ~ will disolose that the rise 1n pro­
duction l ast year was led by industries making transportation 
equipment (including a i rcraft and ships) and machinery. The 
alllall est percentage gains occurred in t he output or tuels 
and in metal mining. 

The hugh expansion in aircraft p roduction and shipbuild­
ing, which highlighted last year's outstanding advance in 
t he transportat i on equipment group, will be extended further 
during t he current year . Thus, despite the very heavy 
volume ot contracte previously awarded, ths Maritime 
Comm i esion announced at the beginning ot last week that con­
tracts had been negotiated tor the construction or 632 ad­
ditional merohant vessel s costing $1, 100,000, 000. Coinci ­
dent wi t h t he announcement, it wa s indicated that around 
850, 000 ~·orkers are expected to be employed in shipyards by 
the end ot t h is year. Some appreciation ot t he magnitude ot 
this expans i on may be gathered from t he tac t t hat shipbuild­
i ng employment at the beginning ot 1939 was l ess than 100,000. 

Steel plate production speeded 

Due t o the very heavy demand trom sh1pbuil ding as well 
as other industries , further steps have been taken to speed 
u~ the pr oduction ot steel plates. Thus the OPM recently 
r equested plate nroducers t o opera te on a full 168 hour , 
7 day week basis~ Uoreover, greater use ot continuous 
s trip mille is being sought tor mak1ng plates , and steps are 
belng taken to simplify orders. 
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Laok or eteel plates hae been an outatanding factor in 
the lag in freight oar bu1lding dur1ng the past year. In 
order to step up production, SPAB earl ier t hie aonth approved 
a program designed to enabl e producer• t o turn out 36, 000 
rre1ght oars in the t hree months ending April 30. In doing 
60 , SPAB eatimated that weekly freight oarloadings would 
rise to the 1,000,000 oar level by May. 

Although lo.ot fall' a ~eak in oarlo~.OJ.r,&• ;.·::.e onl y 923 ,000 
car~. the above expeot at i on may not be exoeeeive in vi ew or the 
recent l oadi ngs trend. (See Chart {·l Freight oarloadinge 
have risen rapidly since the beginn ng of the year and by the 
week ended January 17 had reached 811,000 care, a gain or 15 
percent over t he corresponding week of 1941. Last year carload-
1nga did not erose the 800, 000 level until May, when the spring 
upturn in tratrio wae well under way. The Aeaooi a tion or 
Allleri oan Railroads last week placed an embargo on all tratnc 
destined t or i nter-coastal steamship traneport a t ion, a move 
neoeaai tated by Government action suspending normal inter­
coast al shi pping. 
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( TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE January 26, 1911-2 

TO Secretary Morgenthau 

,ROM Mr. Coe 

SubJect: The Control of U. S. Currency ou teide ot our Terri tory 

l. AP you ltno", the Bri t.1ah Government abJu t c. year etter .,. .. r 
Wll~ declared i<~~!'<> Sed an embargo on the i mport and exoort ot 
pound sterling currency. Since then, ~und atP~lln~·notea 
have exc~~G~&broad at black ~rk~ t r~tea involving heavy 
di scounts (tor example at present $2. 00 to $3.00 per oound 
sterling in the Un1~ed Stat es) . The ques tion ot whether 
the United States soould Pdopt si~lar currency control 
measures is t.~pS ren~ly rapi dly coming to e head. 

" . The Spanish Exchange I ns tit.: tG in D~comber Psl<:ed 11hether 
we would permi t sh ipment to the United States ot American 
currency acquired by the Institute . The United States 
Arubasen1or ln Madrid ar gues tha t it mi gh t be better to 
a l low this currency -- s~ppoecdly innocentl y acqutred -­
to come t~ t~e United States than to rlak it falling into 
t h P hands of tr.e Germans. In late Deceruller the I nstitute 
sha rply <lr o;med 1 t s buying r~tes for u. s. currency. The 
St~te Depert~ent in Janua ry in~ormed our ;~b~s•ed~~ i n 
~aQrid that the oues• l<>n or currency control wcs he1~S 
diacucaed with the Treasury and that nc arrar.gement cc~~i 
be Cll'de .. _..th Spain in the meantime. On Jar.U&.rl 22 the 
EY.cher.ge Institute in Spain 1n!~rmed our Ambassador that 
purct.vses of \J . S . currency ··ould be discontinued w1 thin 
ei jSht days. 

J. 

Srazili"n ExchangP au<horit1es have urged t!:~ United SttH~d 
to adopt a curre~cy control policy. 

Mone t ary Reee~rch qnd F~reign ~~nds Control ~re exem1n1ng 
va rious l'q1lects of the 1lroblem or control.ling dollar cur­
rency now held oute~de ot the Unitee St s t ca, ln &~t1c1pst1on 
ot State Depar t men t r equests t or TreP•ury c:>il:l:>n on this 
ma t ter. ~ong the elements o r thA problem mc.y be menti oned 
th~ f.:lllow1r.J: 
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(a) 

(b) 

( o) 

- 2-

240 
D1v1a1on ot Mona~ 

fteMaroh 

V1rtuall:r a ooaplete eabargo on the export and 1aport 
ot our ourreno:r ~rould prevent our ene&1al troa gett1na 
the tull value ot their bold1ngl ot dollar ourreno:r 
When thl)' aell thea on neutral 111arltat1. 

The pr1no1pal dit1'1:::1lty or auob an embargo l1e1 1n 
L&t1n Aaer1oa where man:r oountr1el depend on dollar 
ourreno:r 11 an 1aportant or even aajor aleaent 1n 
their aonetary o1roulat1on, and 1n all ot wb1ob the 
pruUge ot the dollar lllgbt be 1er1oue~ atteoted 
1t the negot1ab1l1 t:r ot dollar ourreno:r 11 1apa1red. 
A110 the armed toroa1 frequent~ need to uee a1zable 
quantit1el ot U. 8. ourreno:r out1ide ot the United 
Statal • 

.t.otu&l u1e ot dollar note1 ae an international oul'­
reno:r would, ot oourae, be 1apole1ble 1t an embargo 
ie put in toroe unle1e aoae 1peo1al t oro ot, sa:r, 
Pan-.t.aer1oan dollar could be dev1aed t or c1roulat1on 
in tb1a belllspbere. The uee ot the dollar ae an 
international mone:r ot aooount and 1te aooeptab111t:r 
ae a tore1gn exobange 1n1tru11ent lbould not be 
mater1nll:r atteoted by a mere eabargo on ourreno:r. 

~. Tbi1 memorandum 1e dee1gned merely to bring :rou up t o date 
on the ~~ tue ot the problem ot currency embargo. 
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Treuury Oepanment 241. 
Division or Monetary Reaoarcb 

Date ......... l/J/42. ...... 19 

To: 

rroc. 

l:iaa Chauncey 

:Jr • • ·:.,.u 

o" :our !iles , J.:r. Yohite showed it 
' .ecret~ry at 5 :15 p.~. 1/26/42. 

\_ 
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Treasury Department 
Divis i on of llonet&ry Research :::!4 2 

Secr~t&ry ~orgent~au 

14r. Southard 

AttP.ehed 1e a rue or incomi ng 
sn~ outgoing cables relat!ng to the 
Sts.bll1%C ~lon F'und Resolution lntro­
dueec! t<t !llo. 

Th~ Stat~ Depertment (~~. L!vepey) 
aasuree me that he baa csde s <ery 
CMreful search o~ their esble files 
a~l thto t there are no cablee other than 
these w~1ch mention 1n any way the 
Stab1l1~at1on FUnd proposal . 

I have aummar1zed these cable e 1n 
chrenoloe1oal order tor your convenience. 
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TREASURY DEPARTMENT 243 
INT IER.OFFlCIE COMMUNIC ATIO N 

O ATO Jf.r.:.tary 26, 1942 

TO 

PROM 

~ub)eot: 

Secre t ar y Ucrgenthau 

14r. Sou t hard 

Cables and teleph~~c convcrn~~1~nfi t rom and t o 
Rlo relat i ng to the S t&~ili~ati~n Fund Resoluti on 

I have been assured by l!r. Livesey in t he State Departmen t 
that no o t h er cables than those listed beloP a r e i n State 
De!":>r t men t ti les rela ting t o the Stabil1ta t i on Fund proposal : 

(1) llr . 'Khi t e t o you (No. 9, J anua r y 14, 1942) . 

This cable con t ained substantially our original d r e t t 
c~ t he resolu t ion ( i noludi ng the United Ne tl ons aspects) and 
eeks t o r your approval and t ha t ot Serl e, Eccl ee and t~e 
Pr esiden t. 

(2 ) l!r. Welles t o IJes srs. Berle end Li vesey. 

Thi s cable rPquests Berle e nd Li ve s ey t o do wha t t hey can 
t <l exped1 t e your reply to No . 9 abo''~ . 

( 3) You t o Llr. Wh 1 t e (No. 9 , Jr.nua r y 15 , 151>2 ) . 

Thi s i s your reply to i ncoming Mo . 9 above , s t e.tlng that 
you do no t want any resoln t1on introduced a t Rlo becaus e 1 t 
v 111 no t be P<'qsi ble to have prior conversations wl t b t he 
Uni t ed S : t i ons . 

( ''·) Ur. 'Nelles t o yc ·J ( No. 19 , Janua r y 17, 1942) . 

This cabl e contains a b riefer re- dr af t o t the St abil i zati on 
FUnd proposa l bu t etill i ncludi ng reference to the United 
~Ia t1ons. llr. ;•.e l l es asks you r approval , 'rgu1ng tha t clearance 
wl tn the Bri tish or o ther Uni ted Nat1one i s unnecessar y, 

(5) You to l'r. Welles ( No. 24, January 17, 1942) . 

You i nf or med h!r. '.'ie l lea t ha t you tet~ l it e ssential to 
g1ve 3re~t Br1~ain and othPr United Nati ons a chance t o react 
to t he proposition and possi bly even to oonoul t Congres s i onal 
Commi t tee s end t ha t t herefore t h ere shou l d bfl no tor~l 
pre sen t a tion a t Rlo , 
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D1viaion or Wonetary 

Reeearob 

(6) You t o Ur. White (by phone, January 17, 19~2) . 

I understand that you informed Ur. White that 1r the 
Resolution could be confined solely t o the American Republica 
you would be willing to see it introduced. 

(7) !lr. Welles to you (No. 22, .TAnuary ll!! , 19~2) . 

Mr. Welles forwarded to you the draft revised in 
ecoordanoe witb your inatruotione eo ae to eliminate all 
r~terenoe t o the United Nations but explained that be hoped 
that the Conference would include representatives or other 
countries since there would be ample time to sound the~ out 
before the Conference ceeta. 

(8) You to ~. Welles (No. }0, January 19, 19~2) . 

You approved t he above draft provided the phrase 
•settlement or publlo and private international debts• ia 
deleted t ro:n aJDOng the objectives ot the pr.oposed Stabiliza­
tion Fund. 

(9) No . 53, January 26, 1942. 

This oabls lists the reeoluti onR thus tar approved at 
Rio , includ ing llo. 5 on the Ste.bllito.tion Fund. It states 
that the resolution ne introduced was in "substantially the 
same r orm cleared in Washington•. So far as I can learn, the 
actual tinal teY.t of the Stabilization Resolution 1s not 
available in Washington. 

At t.achwenta 
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S1creta.ry of State. 

'l'a oh1ngton. 

T!!L"L!: ?2 10!!1'!'1' 

GPJ.Y 

Rlo de Jr.nolro 

Dated Jnnv.ry 14, 1942 

Reo1d 10:36 .P·"· 

9, Januarv 14. 9 p:.a., (s:cr t~:· ~,o) . 

2-t5 

•Resolution on t~o st~b tlirat1'c fund or th~ unlt ed 

and aaaoc lated dation&. Whereaa . one. In the att~t~ent 

of t he ~conoatc obj ective' of the Atlantic Ch~rter the 

more effective mob!lltatlon o! forel~n exehAnte resources 

'' of lndieuutable ioportonce ~G auch mobi lltatlon shnuld 

be of aaa istanee in t he war of treedoo and llberetion which 

t he united nations are conductt~ and for ~be Qetenac of 

other free end aoverel~ r~tions aeeoc lattd witt theo; end 

with t he• cen cooperate in creatine aa organl~tton to uro-

co te stab111t7 in t c:rolgn exchsnre r atea , eccour~ tt.e 

t he redn:t ion of art 1!1e1al bsrrle r a t o tho fN!e mo•em(:!'lt 

of ~oodo , help correct the mald1oroo1t1oa of gold, etrengthon 

~aooet&n• 1ytt·ema end faciU.t•t• t.l1e aettleeent of ~Ullc and 

et"ivate i nter-nat i onal debta; 
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!lie thlr4 - tine of coaaultaUoa of tho IIWot•ro 

of lore ... .t.ff&iro o! tha .t.Mrie&D BepobUco reoolw01 

Oua. :., 1'6c~ncl that the Oo"rDMata or tM 

.t.Mrican Bepoblico participate wUb tbo GOYOrDMnto of 

tho united natlono ln a opoclal Contoronco of 111n1otoro 

246 

of ¥1DaDee or their repreaentat1•••• to be called for the 

p>rpooo of conoldorln& tho ootablioboont of a otablliaatlon 

t'llnd ot tho united and uaoclatod aationo; 

two. to roc-nd that participation 1n tho contoronco 

oball bo open to all naticeo that aubacribo to tho obJocUwo 

of tho .t.tlantie Ch&rlor; 

tthree. ~o reco ... nd that the cot~teronce, ill coaaiderlng 

tbo ootabUohaont of ouch a fund, ohall foraulato tho plan 

ot orcaa1aat1on, powere and reaourcee neceeear.v to the 

proper fUnctioning of tho fund, ohall dotor•1no the condition• 

roquioito t o part1c1pet1on 1n tho fund, and ohall propoao pr1nc1ploo 

to culdo tho fund 1n ito operation; lour. 'l'o rocoaend that 

uoac tbo cond1Uou roquioito to porUcipetion 1n tho fund 

thoro bo included 1n tbo doUborationo of the eonforonco tho 

follootnc: cooperation 1n a4opUq ~ciouo policies loolciq 

t""ard. tho c>"a<taal adoption of freo foroip oxch.ancea d th 

roaoonable otabilit~ 1n foroicn oxchaaco ratoo, the •••oTal of 

arbitrar.r and. diacrt.inatory rootriotiono on international trano­

act1ona, and the aaintenance of •onetary pol1c1ee that &Yoid 

ooriouo inflation or deflation. • 

(.END or l:l!SSAGI). 

'I:I:LLIS 
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aJWIIIIUI rg m.-•v acana 

Jlllllll .... rlou ._lou.,, IU.o .. Judro, Jna11 

lliDI IU~UZT 1•, 1M2, t p.a. 

10. I , leotlOil 0.. I 
' 

!hlo •• ..... 1o ill otrlct c011114oaco troa Ill'. 'l'hUo 

tor \be leoro\U7 <>f the trou...,., 

!he wloh wu lll<pNooo4 'tv Ill'. l'oUoo to proooat a 

rooolaUoa, ol.allar to the at\acho4 4rort, oa Iote,....UoJI&l 

otabWoaUoa, 1t JOOl *"4 &IIJOilo oloo 7ov. tool DOCOOIU7 

appro.e tbo prooontatlon of the rooolutlae, 

X\ 1o Ill' ougceoUoD tbat lt 701l 4ool.ro t ho prooonta­

Uoll of tho 4ratt at thh Collloronoo JOU baft Borlo &ll4 

porhopo llccloo appro,.. u. Slllco thoro lo oo• iJOport&llco 

oUache4 to thio •ttor &ll4 tho oftntuol coUill& of o 

'tv tbo Prooia.n\ beforo JW roo-M 1\ to be oulle1tto4 

hero, !bo ototOMDt ,... _.. 'tv Jlr, l'olloo \bet tho 14oa 
(woo f) 

of o otobWsoUae tlm4 for tho porlo4 attar tho woo hoe 

ia ..,..rol _, oppr0ft4 'tv tho Proo14ollt, 'but l'olloo 414 

aot ill4looto that tbe opooltlc :propooal woo kDOOD to 

tho Proo14out, 

!ho porUao10t ruloo of tho oollforonco roqul.ro 

....tortuao\117 that roooluUoao ... , be oW.1tto4 'tv 

·, 

/ 
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DOO~ o~ J&DD&r7 16 (Jridar) . Slnco it waa t lrot nocoooar,r 

tor .. to dhCUU tho ldt& in p~ral to NO vi th · - ot tho 

tlD&IlCial roprooontathu ot tho other J.aor lcM l'Opllbllco 

I~ order to aooortaln tho proopooto ot taYourablo reception 

At t he prtaent Oonterertott I ht.•• not been a~:.o ~; :aen.1 you 

thio •••~ ooo~r. l or rather obrtcu roaoono t ho cenoral 

Idea w.o ontlmolaotlc&llT rocolnd b7 thooo with whoa I haft 

diocuoood t ho •ttor. 

In wlov of tho feet that t ho rooolutlon oD11 calla tor 

partlolpatloll ill a contoroDCe which would be called to 

colloldor tho eot a'blhhMilt of a f1md and 1n now of t ho .,..,. 

cenoral terao 1ll which the rooolutlon It Ot llttd, tho clear-

24.8 

uot ot tbo phraooolog of tho draft obould not tlllce T8r7 loJ~& . 
• 

It Ia ot court• poaalblo that tho Prooldont a&T conaldor oo.o 

other tlao aero appropriate for tho l~ltlatlcll ot t ho Idea. 

That quootlon hao boon dlocuaood with Kr. Wtlloo and be 

dtolcl.ocl. that It would be all right tor t ho tJJlltocl. St ateo 

0oftrnaollt to tubal t H here It rou approYO tho rooolutloa.. 

It lo poool blo that 10u will toel t hat thoro It not tiao to 

cltar tbe -ttor In a Y&7 which would bt ll&tlofo.ctorT to T01l· 

It tblo Ia tho caoe I t It prob~l7 batter that ooao other 

tlao bo ooloottcl. t o &d..aneo a prcpooal tor tho ooto.bllobaent 

ot ,. ota'bllloatlon ~· In tho oplnloll or Mr. Well•• tho 

oUbaioolon ot tho rooolutloll bore woUld bo ••rT helpfUl but 

pootpontaOilt It to be preferred to 41tt101llt1oo . A replT before 

i'r l4&r noon woUld be appreciated whatoftr J'O'Or dochloll NT be. 

Cop,.:bJ:lc:l/15/42 
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TOt Acer1oa.n D• l ego.t lon , .tl o 4• l&Jl01ro , LrazU 

v T- t Januar1 l~ . 1942 , 5 p .m • 

. o. ! 9 

Roteronoe l s do ~0 toloa r um uo . 9 uuat by the 

Jole ~tlon at 9 p .~. on t l.o l4tL or J~-~r; , 1942. 

TL1s ~olecr= 1o tr=n.AI.tl.~,. " ..oa:lu..,.l fro~ t.hc -"'crot U7 

vt t He .. r ou.s\o.l"y to J...r • •• blto . 

It 1s l.uo !eolln(, :>! t _., ~•or ... t ..r, ot t he :r..-.c=r 

l. •• t t~o ouc~entlon ot 0. ~toblll%~t1o- -~~ :>f t _e ~nite4 

'-'- CSCOl t.t ld ?.- tiona :S- 01.:14 1..8 C.lac~.-!.u~ lfith ot!.er G 

!li o boforo you ma~to a ror ....e l . ro;>oeol, .. o c.rr~""-"::tet:t or 

dl ocuoa icnn wlt!J.ln your dendlluo CI!Jl be >A.de !.e r " . 

Tt.o: ofcro , l t ia t.!.a :reolln, o r t •. o ocrot o.r;r or t he 

Tr eoou.y t hat ft r .. eo1ut 1on r~ L ~~-~ 111 e tlvn !Und 

: ... 1.14 not to l:.r ol!{;ht up o.t t l: o Co..J .. re .ce l.:l Rlo <le 

J .e l.ro , 

.:tLL 
I . !., 
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r AOKI AIIDI\.04!, 11\o 6e J•etro, a,..an . 

OATS! J .. .ar, lT, 1142, 10 a,a, 

,.r .t 11 . 

II:CT1 OJ< 0 111: . 
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The tollo~~ to oontt4tntttl frOft Vt l let t or the 

~ .. ~..,.,. or "'e ' "'"'llJ7. 
flott .. ntt t • IU4t t o hlep" J!I t.o. 9 , & p.a., da 'e4 

t ho l&th or J .. ua~. 

t a ppretl•'• tull7 t hat t \ 11 4\rttou\ t to olear the 

rttolutton \n a t1aa ao brtef •• VftO \ n4\oote4 tn t 7 

earlier 'tlt£r8a . h&weYtr, I ~••• 1uooetded t n haY\r~ 

t he 4ta411nt ror \~ preaent att on of t~• r eool utton 

eattndad to Monda,. Peroonal l y 1 do no t taol \ hat a 
clellranee 

t>r t or on t hl t ""'tter w\ t h th<1 'lr \ t\lh or any 

other OoYirnaent tt neoetoary. I t woul d he aoot hol~ tul , 

t n YStw or 4tYtl0981nt • ot \ he oontoronoe, tr the r eeolu­

t\on oould be pre .. n,ed b7 t he '1nt U cl. - tatu an<! 1 hope 

t hat 70u o•n fSD4 tt poeeSble to rt•• your aoprOY•l to st. 

To1low1~ t • a redraft or the rttol utton on t\5 pler 

1\ntl\ / 

~?./ 
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:.LH Rio d t J cmeiro 
This teltgr~ must bt 
pAr~phrnstd ~EforE bEing 
co=nic:.t td to o.nyon E 
other than o. Govcrnmmte.l 
r.( mcy ( Bll ) 

Do.ted J nnuo.ry 17, 1942 

Rto •d 10:15 o.. m. 

StcrEtr.l'Y of Str.t £ 1 

1'/o.shin:~ton , 

TniPLE PRIORITY 

191 J cnu:>ry 17, 10 ~ . • n . (SECTIO!l TWO) 

Resolution on the sto.bili~~tion fund or the 

united :-..nd cssoci=.ttd nc.tioz:oe.. 

mtc:nE:.s: 

Ont , In the o.tto.inmEnt of the economic objecti ves 

of tht :.tlantic Ch::>.rt cr n mort E!'!'tctivt mobiliz:-;tion 

of fortisn cxch:~s• rtsourct~ is of indisputo.bl t 

importancE, ~d would b E of nssistc.nc t in the struo:~l c 

t13t~inst opprtesion; 

~10 . ?ht no.tions Which crt combin ed in n 

cotnon eff ort to =into.in their i)Olltico.l end ccononic 

independEnce CCJ'l cooptr:.t c 1:1 crtntins nn org.,iz::.ti on 

to ;>rotiOtE stc.~ility in forci:;n t ::ch::.na e rntti , 

tncou1•tt::;t thE i nternntionnl movcncnt of produc t i v e 

c".pitt\1 , fo.cilit :-.t t t h e reduction of r.rtit'ici:-.1 =.nd 

~.iaorilllinntory b::trricrs to the movcntnt of coeds , 

h elp correct the mnl distribution of cold, strengthEn 

ll'.Ontt:.l•y aystEl:lllo =d f :.cili tct£ thE stttlantnt of 

· pubUc and 
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- 2- #19, Jnnunry 171 10 c. .m. (SECTION Ti/0) , trom Rio 
dt JnnE1l'o 

public nnd pr1vc.tt 1nttrnnt1onnl. dtbta nnd thE moin­

t cno.ncc o't monetary polloi u thD.t nvoid urious 1n­

rlnt1on or dEflo.tion; 

ThrE t o Pnrt1c1pnt1on by tht /~trionn Rcpublios 

1n tht common Effort mort effectively to mobilize nnd 

uat thtir foreign EXchnn3E r Esoul'cEs would contribut e 

to tht relll1zc.t1on of thE economic objectives set 

forth n t the first nnd sEcond meetings or thE 

l>liniatcra of Foreign :.rrru..rs of tht /.mEricon Republics 

nt i"~no.mo. o.nd Ro.bnn~ . 

VIELLES 

NPL 

Regraded Unclassified
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KD 
Rio de Jant1ro 

Thi a tclt&r4m must bt 
parcophre>eed before being 
communicated to anyone 
other than a Govcrm:u:ntcol 
coscnc:r . ( IlR ) 

Do. ted JanWlr:,r 17, 1942 

neo•a . 10:11 .. . Q o 

seorete>rJ of State, 

1"/e>ahin(;ton. 

TRI l'L E PIUO iUTY • 

19, January 17, 10 e . c . (SEC'l'IOII TUR!:f:) 

Tht Tllird J:ttting of con:sultcot1on or tht 

Uin1atcra of FOrc1sn Atfcoira of the AQcricon 

Republica . 

:tESOLVES: 
One . 'l'o rcco~l)l1t nd tho. t the Govcrnmcnto of the 

united notions 1n o. special contcrcncc of 1!1n1sttrs 

of Pino.nce or their rtprtscntotivto to be calltd for 

the ,urpose of eoo3ider1nc t~c catcbliahQcnt of a 

stabilization fund of the united and ocaociated 

nations; 
T\1o . 'Co rteoa:~cnd tl\Qt participAtion 1n the 

eonftrcnet nhe>ll b• O?tn to coll ncotiona the>t sub­

scribe to the objectives to the fltlC>ntie ChC>rtcr; 

ThrEE . To rceonunEnd that thr. eontcrcnct in 

considerinG thE c atabliamoEnt of ouoh" fund shall 

rorr.1ule>tt thE plan of orgC>nizntion, powcrs ond 
resourcEs 

Regraded Unclassified



- 2- ~g, Jnnunr:; 17, 10 a.z;a, (~C'l'IOII 'l'~E) ,troa llio 4c 
Janclro, 

rroourcca ncc r aaory to the proper functioning or tbc 

fund , nn4 ana1l dr t rrm1nr th£ conditione r equisite 

to pnrt1c1pnt1on 1.n thE tun4 , end oho.ll propoar 

princip1ra to ~1ar tht tund in ita operation, 
!I 

( S:D OI" t.:ESSAGE) . 

'.lELL~S 

NPL 

• 

-

Regraded Unclassified
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f01 American De!egation, Rio de Janeiro , Brazil 

ll.\'1'!1 : J&nu.o.ry 17 , 1942, 10 p. o. 

:;c. 1 24 

255 

tbit 11 a eodidential INti~ !ro!ll Secr·etary Wor 6e-cthau 

tor t he Under S~cretary of State ~ellta. 

3eference ia aade to tel t grA2 no. 19 tent ~ t he Delegation 

a~ 10 •·=· oo the 17~h of Joo_.ry , 1942. I~ lo otlll ., !ee11ns 

t hat there ahould be no formal ~retentatlon at Rio of the ide• 

or a ot&b111• s t1on fund. Slnc• your ~elc~raa or the 15th of 

J anuary , I h~ve been cons1dtr1c~ t he mat ter &nd mor e thkn ever 

before I be1love tnls strongly . 

In orde r to aasure auceet t , it ~ be desirabl e t~ d1scutt 

thit queation with t he apnro~iate co~itttea in Congrett aA 

well at to g t•e Great :Br1t1\1D and other Un ited tlatlont e ehenc:e 

t o reae! to the ~o~aition. 

cow : bJ: 1-19-42 

Hl1lJ, 
(M!) 

Regraded Unclassified



• o do Jane1re, llrean , 

. I ~. 

>• CT I Clll ~ H-. , 

l'ta.. ~ flit. UI<It.iM £0h.TAH '' I ~>H•1'• ; It r 14:o; l .CC ·~olAIO' t f 

, . A •• ut Y, 1 n H pl J to t 'le e "'~ent'e hlesn ,. 110 , P.4 , 

J onua r,. l ' , 10 p . a .s 

ndeC l o 8 CCV Cr4tt r tho r••~ l t\o n whleb, 1 

bol t • ••· &aJ eatt eraotorllz eo~·r ,~. ~\nte aent\on.C \n 

f~Ut oehl"o to 11!e rer;e~t llf,: the " Ort.l nP' or the ""rller 4r>!U. 

ln th\a nev C:Mlt\ JOU ·•11 1 r..ou \b~t no ref e rence 11 

"'Co to notlen• other tlv\n tl'e Aft'er \ can 11911hl1eo. here 

\ t no t l\ln• l n the resoht t l on eo>:.•t t tt nr tlo•t nlted t~h• '-

ot nanons o t her t l'lan t ho .... .,rlc~n ,"'U.,l\e< ~ 10\ thou17h u to 

to '!>e 1\o ' " t ho\, ·l'en celled, \ he "'••Un. r eferred to tn 

eonr•r-~•• t her" vtl l or couro• be ~-nle t\ ·~ tor toun-1~ 

ou t " tt-er oeernr.>•n ta An(! t l'•l r "'rtl ~~ ·~ Ll on t~crel n ~ otured 

be t o rei\Ainll . 

1 ~~uld e0or eotate tt lf you eoutO h••• your r " Pl J •nd 

~ny pont bte •uft«el\1001 rlfl'AJ"'U "I' f ur\htr Cl'la~pet t eltohOtl•d 

r-• ther t lVIn c"bleC t n etev o• t" t r~ot tt>~t ''on~av n •on r to 

t t e e (vtltoh 1e t ·-o hou.re eerUer '"•n 111'-t r. to n t1 2 1 l ltnworJ 

19 11 t he e\uol u h de84l\ne, or<.JIJ • 11 r nl " 'lite will t\end 

bf t n h l e rooa 1 t t ho ~peoaba• • • •1~•• \o reoe1 Yt •nJ 

\el ephone ••••A&•• t i"'G a• t n to n. 
I Ji 

Regraded Unclassified
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Th1• t elesram must be 
paraphrased before being 
colm1UI'\1cated to anyone 
other than a Govern.'ntntnl 
acrncy. ( BR) 

Secretary of State, 

washington, 

TRIPLE PRIORITY 

257 

Rio de Janeiro 

Dated Janunry 18, 1942 

:ttc•d . lO: :;o p . c . 

22, Januar7 18, 7 p . m, ( S<C'l'IOl! T\"10 ) 

Resolution on the stcbili~ation fund of the 

united and aosocictrd nntions , 

l'lherrGo 

One . A more effective mobilizntion ~nd 

utilization of foreign cxchnncc reaourceo •ould be 

of asaistance in the strU5cle ac111nat acgression 

and 11ould contribute to t he relllizction of the 

econo~c objccti vts set forth at the firnt nnd 

oecond meetings of the U1nistcrs or ~rcicn tifairs 

o1' the Atler1e= aepublics at Pllnal.'lll and Bo.b=; and 

<;v;o , 'A'he Anerican :tep\Ulica nhieh a:o•t conl>incd 

in a co~n erro~t to maintain their political and 

economic indtpendcnce can cooperate in the Cl'tation 

or an or3anizati on to pronotc stability in foreign 

cxehonue ratro, encourac t the international mov~rnt 

or productive capi tal , racilitnte the reduction of 

artifici al and cliscricinatory bo.rriers to the l:lOVE:!Il£nt 

of soods, 
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· 2- tf'SSI , JllllWlr)' 18, '7 p.a.(SECTIOII T"'I),tl'OII Ri o dl: 
' JaneirO. 

ot goocla , btlp correct thr a141atr1'but1on or sol4, 

mtrcngthcn monetary ayat~a, and rao1litatc t he 

QDc1 tlla oolMmrmoa ot DCIIdCI'f poUo.lr.a U.. 

uo14 aD'lOIU lllft.U~ 11!14 4&n.atlcDI 

Reeolvu 

Ont • To eCOCI:lt"t:cl thc.t the 0oVCnu:>tnts Of tht 

Amtricnn Republics participate 1n Cl opcciGl coni't:'tnCt 

or !Liniattr~ of J!inanC£ or tlltir rcprtsrntctivts to 

be onlltd tor tht purposE or cona11lcr1n<; the rstn'ol1sh­

mmt or em 1ntrrno.tionnl stn'b1lhGt1on fund; 

T~o . To rtcommtnd that the con!crcncc 1n con-

aidl:rin& tht cstcblisl'u:ltnt or such a tund shall 

torsmalatc tb£ ;>lan or orgnn1zet1on, po11rrs nnd 

resources nrccsscry to the proper tunction~ ot t h t 

1'\md, and obnll dtte:".::ine tllt conditions rcquisit• 

to pnrt1cipnt1on in tht rund, and shall propos£ 

pr1nciplts to guid the tund i n ito opcrntion. 

(El1D 01' U:SSAG::) 

\ IELLES 

JRL 

Regraded Unclassified
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fllo s..~•- ~~e~u., Ita .. 1-tr• 

Al.ft o l-'7 lt, lMI, I )oa. 

10 , I II) 

25? 

t~h •• ._ h la olrlol "•"•- r .... lM ,....,..., 

of lM t~ fo~ lM .,Mr , .. ,.....,a/ ~lola, 

a.fa- lo - M tal.,_ ... II, ""' "' tM 

Del-Uoa at' p.a. oa llloo 11~ at 1.-...,, ll4t. ft. 

"" ro .. la,toa wl~ ,.,. '" -..,... u fall•• h r-t 

' "••· •ftM aattloant of .,..\Uo .,.. !'Photo low.-

MUaaal .. \to•, a ,. ..... lo -Uaa .. a, •Malt M uoaaat .... 
..... -..... 

n. ""' at lM o.,.n-• of the ' """'·17 -· It 

••ln\lo ~• llr, WUlo - -.It to l u.,tatt• u ~loltl;r 

&I .. tll'-le .... .. , .. ea \e ...... &t,..e , Arpa\lN• 

llllloL 
(AU) 

.. 
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FACIII Allerl.-n D.lept1on, Rlo 4e Janeiro , 8raa11. 

DA!J: a lu~ 2&, 111•2 , 2 p.e. 

110 .1 113 . 

The ooneul,ailYe •••'lng, ln eddltlon to reoo .. en41DC 

the lie ¥,;a·anoe of dlplouUo relstlone wl th the Axta powra 

and whl ob I h••• 8l.rea4T rapor,ed , haa already appro¥ .! 

a qabar of reaolutlono which aabody praotU8l. and epeelfh 

••• •urea. The follOWing raeolutl ona are t nolUded l 

1. rtneno18l. and oo .. arolal relatlona to be ••••red vlth • 

-'•1• powra . ( 'hraa pnotlo8l.l7 the .... aa hna drafted 

l n llaah1DC\on). Although -'J't:enttna aada a raaenatton 

" PP17lng the aea ourea or oontrol to •11 non-,...rtean terrt­

tortea and 0h1la made e reaenetlon or lta aoYer elgn rlghta 

the7 both aupPOried \he baelo objeottYea or the reaolutlon 

and the aubatanee therein> 

2 . Strahglo aater18l. pr oduotlon ror aupolrlny the 

oontlnent'a •••entlal defenae neel'le; 

3. Pr1no1plea and praot10ea ref1a,r41ng prlorl t1ea, 

allooatlona, and ortce oontrola ant1rel7 conal etant vltb 

our own are a ppi'O't'edJ 

dafenae requlre,lllenta eaphaa1n4. 

5 , A reaolutlon oonoernlng atab111zat1on tund vhloh 

tn pnotloall7 t he •••• form oleared ln Waahln~ton . 

8 , Reaolutlon .up-ortlnr, lnter-Amertoan DeYeloQeent 

7. Reaolutlon 

Regraded Unclassified
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'P. lleeolwUoa wtd.Gb U'pl \ he lawJI-.IourUaa 

8enk11 11'-lll1lhllea' d an IU')' 4ato . 

261 

8 . Otle roeolu\1on of ••Jor 1aponan" nbo4J1q 

al l polD\1 preY1ou1l7 asr-•4 \o 1n Vaeh1n&'On on \ he 

control of tubYere1Ye "'1Y1t1ee an4 other roeolut1one 

wh1oh oro •1•1lar. (the reeolut1on on eubYcr liYC aot1Y1-

t111 11 en \1rolJ IOt1efeotorJ to lal \h of Jue\1oe ). 

~~ Japan••• acreee1on oon4aafte4 1n reeolut1on an4 

oon4-Uon exten4e4 to the other An• powr1 . 

'the reeoluUon wb1oh ezoloAIIe Ant ooapan1u or An• 

c1 Uaene froa oo•ero1al. an4 o1 Y11 aY1aUon hal not been 

reponed to t he full oo.-1 "". but the t ubooaa1 "" ha1 

a ppr oYtd 1t. 'fbla appl1ee olio to t he reeolut1ona on 

t he reorsan1sat1on of t he I~ter-Aaertoan Neutral 1t7 Coa­

M1 ttee, poet war prollleae, pulll1o health and red croaa. 

The tol eoo..un1oat1ona reaolut1on hal been appr oYed 1n 

pr1no1ple but t he full ooaa1ttee hea no t r et been approYed. 

At a .. u1on of ate full ooaalttee t opgbt (8 p. JI. ) 1\ U 

proba'bll the' ap1!J'(ITal will be giYID t h .. l latter r .. oluUona. 

Plea•• note t bat approyal. e lon, the un .. au••d upon 

prtor to t he clel•satton'• deperture hsYe 'been g1 Yen to 

aanr of the proJeoh euppon ed 'b;y the U. B. and that 10 

far aa the aohedula here hat permitted the remaining on•• 

hiYI procre~eed t aYo,.'blt. 

/ 
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FINANCIAL DIVISION 
January 20, 1942 

St ate Department Telegrams to and from >unerican De l egation 

at Rio Touching on Stabilization Fund 

Delegation ' s 9, J anuary 14, 9 u.m. For t he Treasury 

f'rom \lhite. 

Dele~ation • s 10, J Lnuar y 14 , 

Lnr~SSY r equesting e ndeavor to expedite reply fro~ Secretary 

or the Treaeury to Delegation ' s 9. 

Depart~snt • s 8 , January 15 , 5 p .c . Fro~ Berle and 

Live_ey repo1·tins t !'.at Secret&.ry ot t he Treasury is awa7 

but Treasury is end.et.vori~ to reach hlu.. 

Department • s 9 , January 15 , 5 :.> .m. For ·;~.lite from 

t ile Treasury . 

Del egation ' s 19 , January 17 , 10 a .m. ! rom '.'ielles for 

the Secretar7 of t he Treasury. 

:le .,>artment •s 24 , Janun1·y 17 , 10 p .m. ~·ot· ·.:elles rrom 

Secretory ~orcenthe~ . 

l>elegation • s 22 , Jo.nuarj' l~ , 7 p . - · For Secretary 

l..orge nt hau trom •,:e lles . 

30 T 19 2 p - For .. e lles trott De ;>ertmant t s • oanunry • o W o 

t he Secretar y of the Treasury . 

Delegation • s 53, January 25 , 2 p .m.-- a sUlll:llE.I')' of 

resolutions already a ~provea lnoludinc item "(five) a 
in ro:~solution concer ning stabilization runa Wtl ich is 

'I 

)r aot1cally t he same form cle11red in · .. ·ashinston . 
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MEV 
Th1a tElEgram must bE 
paraphrasEd bEforE bring 
oommun1oat Ed to anyonE 
othrr than a GovErnmEntal 
agEncy. (BR) 

SEcrEtary ot StatE , 

W!lehington. 

~e, January 26, 10 a. m. 

tfuruu ~ 

E n;;dgh 

R1o dt Januro 

Dsttd January 26, 1942 

REc 1d 8:12 a. m. 

FOR TH£ SECRETARY OF TH£ TREASURY FROM WHITE •.. 

Plana changEd. LEaving R1o Saturday arr1v1ng 

Washington about WEdnEsday. 

WELLES 

wwo 

1 -
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1 , •• 1941 

n. .. ..,. u ....- \be ton-.. , oable tr= s~ 

Jlorle\lla \o •• ~ D. 11111'-o Sa as.o 

~ \o ~ u-u poMilllo.• 

2GJ 
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TELEGi'JUt SENT 

HRL 

A::DELGAT 1 

RIO DE JAr-"EIRO I ( ERJ.ZIL) . 

URG'Z!IT 

62 

GRAY 

J~nurry 26, J94~ 

11 p. m. 

265 

FRO!! SECI'ETARY HORG':NTHAU TO MR. HARRY D. w1i!T:: . 

QUOTE . REturn to Keah1ngt on A& s c~n P& p~ as1b1£. 

END QUOTE . 

Ft>: FL : ~!E 

HULL 
(FL) 

Regraded Unclassified



266 

,_., .. ,1 ... 

... -.......... ..,. 
I .... rev let\el' .t 1-..r .... , .... .. 

\e1b ., \1111 ,...... ,., 'l'lelt ., ........ u.. 

., ........ , "-· Ill' ................... . 

to tlllo _...,, I *11 .. 90WJ' .sM \e - ... 

....... ., .... 1 , ... _, .......... - ., 

~ .. .., ............. . 

._"'1• ...... 11 111111, 
IIM&krp ef ..... , ............... 

OD / 4h 
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- " -=~-mr. -·· 

In reply r eter to 
RA 0~3.3211/307 

My dear Mr. Secretary: 

26? 

Ambaeeedor Ce ttery 9t Rto de Jsnelro has reported 

confidentlally that t he Bra~ilian Minister or Pinance, 

Dr. Arthur de Sou~e Costa, will probably be coming 

to Weehington at an early date to diseuse matters or 

general interest to his Department vith the authorities 

ot this Government. 

He v1ll ~robably bring a letter from President Vargas 

to President Roosevelt. 

You vill , ot course, remember him rroQ hie visit 

to the Unlted States in 1937, 

The Honorable 
S"~ .. : b "'t 

Henry Morgenthau, Jr., 

Secretery or the Treasury. 

Regraded Unclassified
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s,uo;: !W!D 

~.T. 1031/AA/13/42 

Denr L:r . Dietrich, 

2fJ8 

!RIZISB ZwalS~~. 

26th Jon'JAry, 1942 

'111 th reference to the decree Jlll'blhhod by the GonM>­
=•nt ot Coeta Rica under which German, Italian and Japaneae 
1\lbJe<:h are Coll:pelled to rue with the Co-Crdla .. : ion Bureau a 
a.or:) 4ecle.r-atlo:~; of all their a aaeta, earc.i:J.ge , e~ •. our 
Charge d. 1JJ.·.·atres ill San Jo:te. baa been lntorctd. by tb.e !.J.nl$t·er 
of i'ift&!lee chat o::tee the ird'or-aa~ion d.uanded under this deeree 
ia in hie poeae~aion, be ~11 be in a b~~ tcr ~e1t1on to appr8! .. 
Al<io Co:t:>ercial a.nd inc!notrial i~t•re;t> wi~h a n ew to ti;;hteai.D& 
hie contr?l o~er t~~~. 

A month prior t~ the declarat ion ot war by Coata Ri ca, 
enemy f irma withdrew l-l/2 aillion colonoo troD the local 'b&nko 
and it 1o Ol<pect ed that the decree will roYeal the wherubouts of 
t h1 a coney. ~·he t!inistor slso ata.t t d tMt 1n the three loca.l banka 
there were de:ooaltg on account of i\akico.rl:a aatimated b.t about one 
Dillion col ones and that he """ con d derlns t &i<l l'l{i &ypropria te 
atept for the acquiaition of thio .u= for tho benefit of the State, 

...r , Frank Oietrich, 
U. S. : reesury De,?G.:·taent, 
s~~'bi lisatiOD Office, ~00~ 279, 
·~.:UQ4'ton, D.C. 
R\1?:0~ 

c St;c;) a. v. P.u.r.; 
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Thio t c1cc;ram . 1 s t b£ 
}Jal'D.;>hrns cu b Ei'o_• £ :;,<ing 
cor1.,.,1Ul11cat Ed t o anyo:1 £ 
o t .\Er t"lnn n Gov r:.l."nnc,·.tnl 
Q(;C;lcy , (Bil) 

30 , Jpnunry 2C, 10 a . n . 

lS 

(PT :iiLLS) 
IWI!LA 
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Dat ed Janunry 26 1 1942 

In o.<l<lltio:J to -~1C , ?.05 , l!i1 , lv co.nctll <cl Unit ccl 

Stat en Treasury chE cl<3 pa ·4 ancl he),. l>y the Trto.surcr 

nf t i tC P:lili )!>in E Govr::rnl.1C'1 t .'tlE~.L,uut:d in :;r;,l telEgram. 

nco.~r..tbcr 2!. . I havE nccc-ott<. t:-.rcc bo 7,ES said t o con -

t'' c co~n~!li1Ealth . List3 o:u>w ln·· dctnilc re::-nrdi:'l:i tnch 

ct ~ cequ£ \'till be l;!:'!...!.l cC: O.:J circurts~ o..,.,c co Zltrr:i t . I 

r cco . , c:-,,d thnt totnl "t ·_,:.;, , 701 , 747 . !l9 bt crEdit Ed 

l -r.:t<IJ.ntEly with ou:l3 tq·.•cnt n<IJVstr.tcnto if ncc<oJO.ry 

\f. . t u the lin~.;::; w £ rtc cl.vtd . 

s:snE 
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Treasury Dt~rtmtn~ 
Dlvlalon ot llone~ary Research 2 

o. ~•-..F.e.tu:uar.x.-3 •. _ ...... _1 ~: 

to: Secr etary Morgenthau 

rrom : Mr . Will te 

you uw.~ be interested 1n l.itto 
attec!~ed ce.bliO' ..-:h ; c!h n~.ltlrs to a loan 
, r "100 ,.JOO. 000 rublef'l by the Russian 
.:ovocn.-nent to the Polish Goverru'118nt 1;..:· 
til<:! 111alntenance o! the Polish anu,y ~:1 
r-.:~ss1a . It also mentions a similar 
avYoement Wl th the Czechoslovak Govern­
i:-?n t . 

IIR • 11!1 I TB 
Branch 2056 - 214t 

Regraded Unclassified
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Secretery or Sta te , 

73 . Jt.n~ 26 , noon . 

GFAY 

(l!oacow) 
Kul\otahev 

D~ted Jnnuo,cy 26 , 1942 

Rec' d 6: 19 ~.m. 

The loca l press of J2nuery 25 re~ortt the aienature 

in Xui~ahev on Jan~· 22 of an 8£r8Cocnl bet~een the 

Soviet and Pol ish Gover~ients io accordnnce with which 

the fomer extends to the latter a f ur t her l oen o! 300 

million rubles . to be used !or the aeintenence on Soviet 

terr i t or:· o! the Folish cnt· · 

The r reaa el so rer~rts tAe ti,~in£ on the at~ tate 

of e. t icils.r ~e::1ent between the SoY!t t c.nc!. C: echoalCT&k 

Go•e~~nt tor the cz inten•nce i n t he Soviet Uoion of 

Czechotlovek bri~ede . 
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TO 

TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICATION 

· .• c;)1 
SecretorJ Morctnthau 

l·lr . llleU·lch C 0 ~~ F i DE N T I A L 

Sol d to commerclsl concern• 
Purcha1ed t rom co~ereisl concern• 

£103,000 
£ 47,000 

Open a&rkot oterlla& rezalned ~t 4 .03-3/4, ond t horo were no reported tranl­
;tetlonl. 

'lha CanadlOJI dollar d loeount vlcieneci to l~ by noootl.,., returll1"6 to U-3/4~ • 
durl~ t~e altorooon. TeoterdaJ' • final quotation va1 ll-5/S ~. The Post O!!lee, 
vhlcb val a ln.l11f l ate laat. veek~ repor t t dl1 appeared la the :.a.rket. thle &fternooa 
on! pure baud 100,000 C......cti"" cioll,.r1. 

The Venezuelan boll•ar, vhlcb hal been quoted st .2675 for 1e• er8l da71, 
ao. .. nced to .2700 t o:laT. 

I n ::ev York, c loal n.c; a.uotatlone for the 1'ore ip currencies lhted below -nre 
ac follO'f'l : 

Ar, entlne peso (free) 
Br a•lllan c llrel1 (free ) 
Col ombliUI pe ao 
Y.exlcan pe1o 
Ur~Ail peso (free) 
Cubac pe1o 

.2362 

.0;16 

.;m 

.2065 

.;2;o 
Par 

~here ~rt no gold trana&etlone cone~te! by UA toda¥ · 

':"he State Departaent t orva.rd.ei CJ~~blea to Ul r epor tlQ the !ollov1.ng ah l p.ztDt.t 
• t , ol4: 

3:;0,000 

!roc Chile, l hlp}e4 by the ~•ntrsl ?~ of Chile to t he ?odersl ?.osc..e 
llnDk or l•OV York, cilspolltlon UJ>knovn 
troa ~n&land ehipped by the ~eet•ineter Bank. London, to t he C~~ae 
l;etional :a~. llev York , for tale to the t;ev Yor k At l &)' Office 

.ll". r --~!ned 8t 23-1/24 and 23-9/16d retpect ln London, 1pot and forward •• 
•~Ul •altot t o 42.67; and 42.7S;. 
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~be '1'rtaOIU711 pv.rchaoo prlco tor to.,.lp olhn wao UDC~ at 351. llu<17 
and ~~anoan• o oenlo .. Dt prlco tor torolCJl ollnr wao aloo .....,~4 at 35-1/SI. 

Wo aatlt no pv.robaooo ot oll~•r t odar. 

CONF\DENTlAL 

/J 

-

Regraded Unclassified
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U ITIIM Ul at.UT, 

WAI MIMCTOK, D.C. 

January 26th, 1942 

Dear Mr . Secretary, 

I enclose herein ror your 

personal and secret information a copy 

or the latest report received rroc 

London on the military situation. 

Believe me , 

Deer Wr . Secretary, 

ve ry sincerely yours , 

~he Honoursble 

Henry worgenthau, Jr ., 

United SLat es ?reasury, 

\Year.ington, D. c . 

Regraded Unclassified
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crt 'IUIIISIA, 

COJI7 llo, ..:.§. 
IIIITlSH IXIIST SZI:Rl!T 

(v.s. SI.I:RZT) 

IA.torat1oc reee.!vod up to 7 a,a., 2Stb Janu&ry, 1~. 
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Ono of H.M., eul:aariz:o.e tcrpedood and aant an Italian aalvq:e veesel 

22Dd, 1\?o r.aval auxiliorioa nhioh voro att.ooko4 b,y ene1111 oJ.Mratt 

ort ·~RTH SUliATRA .ohot dC'IIIl a toU%'-c.,gined woratt. 

Botweon 19th and 24th following abipa >opo>tod eunlc o• d-ed by 

er.ma,r autu;rine.e 1 

2, MTI.ITARX 

A., ott U,S. 4t.l&ntic Cout and 1t1 NEn'POUli)WID ll"M, the •hips 

totaJ.li.nc &beNt 28,000 toGo, 

8, ott - · ' -u l'an&&ai>J.aA abip &nd &JlOthe> W>laxm> 

•easel. 

C, )1.0 Idles s .s .,E, ot HALIF.U, coo Dtdl\D abed Brit.iah ahip 

D, )00 ailea ll..,t ot C1PE ST, VIN::Eiff1 ono &ed1UII ohed Spanioh 

a hip, 

J.~J~Io!. , 22nd &nd ~. Tho enol:!)' aoizod tlle oppoz+Jni ty to push 

olor.;j t ho JGK&W. to JEDABV. Road, vhieh wao lf8htl,y hold &nd ,..ached JrnABrA on 

the &tttt110<n ot the 22nd1 &nd then oovod a col- or abcnlt :10 t&nb &nd IJ)O 14 T, 

tt~ AI!IEI.\T tonnl• S!VHllU, 1 aocnod co~ or abcnlt 1~ U. T, 1ncludillg .,.. 

80W"'Cl Yeld.ole.l aM cu:rw tollC'IIIDd t1iP aa far u AH'IEU T •her• 1 & .. _. to have r.­

:al.nod, 11> ,..putoc~ anoral l:unlredll.T, -tns ltortb-Z:..t on t:-acl: JED/JlV. to 

lli!ZUr on ~ ~. o.r Ol1IICUrod &nd other rnrc .. •oro 1n touch with tho 

&C<IV t.hzoouebout the ~ &nd at l.eut tb>oo 011&"1-•to tool< pl.eoo 1n tho AJm:UT­

SAUHhll uu when onoiQ' tan1co and artillerT ""' "''"''bt to battle br our ool,...., 

tho lituation .11 1Ull contu.aed and DO deoiliVI reeults have beon roported. I.crge 

m..abor ot tu-oe eoon amongst. encQY J.t.T, on track JmA.BlA • Alll'ELAT, 

FM ust, Ho turbber nen of oper•tiocD in DURJJ.l or UAI.AYA , um 

81\ITAIN end NB17 DU:lAIIl, 

24th. 11o oOIIIlJli<>ation with Auat>a11an 111Utol7 torcea at RABAUL 

and XAVI!Ml, -na... eneiOT a1ro:ratt. c~ ~t down at oaoh pl.eoe be-n 2lot 

&nd ~2zd. 

FNI .. ttward.l, 

Regraded Unclassified
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J • Am QPERATIOl§ 

IfESIERN FRPtft . Nothi.ne ot intoreet. 

l!EI?ITFl!RANl'.AN, 23rd and 23/24. OUr bombers including Naval 

aircrart attacked at intervals a southbolllld Italio.n coavoy consisting ot four 

l.arfle merch11.11t veaaels escorted by one battleship, three cruisers and sixteen 

destroyer s llb1ch """ first sighted 1?0 lliles llortl>ol!ut ct I!LS1JRA1)\, Reparta 

are not yet deN.Dite but a JCeZ'Chll.llt vessel ct about ~,ooo tona """ torpedoed 

and s topped, a destr078!' was torpedoed, a cruiser was hit llith bollbs and near 

llisses with boolha l7ere aoorod on the battleship and tl7o 11181"Chant vessels, Tao 

of cur airoratt are llissillg. 

25t;/l, Six Swordfish again attacked this large vessel at 1.30 

a . m. and claimed hits with tr~o torpedoes , this confirmed b)' screening BlenheiA, ' 

La tar eaoh oightod ccavoy a pproeching TRIPOLI ( L) but no trace of the large 

~· 23rd/24th and 24th. A total ct 82 aircraft attacked, 

Tao or our airaratt were destroyed on the groUIId and seven dlll08ged. H.U. FAR 

aarodr..a wu cratered, Cur tightars probablJ' des troyed oDe eneay a1rcra1't 

and daaased t our. 

llllllLifo• 24th. Seven eneiiO' bombara, e scorted try 55 fighters at-

tacked tl7o aerodr..aa near RAHlOOH, 17 of our fiahtera i ncluding tlrc !llrricanea 

shot down all the bombers and six fighters, probabl,y destroyed two fightara 

and damaged nina. All our eiroreJ't returnod ao.tel,y. 

~· 23rd, )0 eDOIIO' airoreJ't attaokad Sitl:lAP<RE ISLAJlD, 

'l'hree or our airoreJ't were destroyed on the sround, lla'ri canes shot d017D one 

one1111 bc:aber a.nd probeblJ' deatroyod another • 

Regraded Unclassified
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IRITI8M l llaAaaY, 

WAaHI MCYO M, D . C: . 

January 26th, 1942, 

I enol oea herein for your 

pereonal and secret 1n!'or:m t1on a 

copy o! the latest report received 

rrom London on tho military e1 t uat1on, 

Believe me, 

The Honourable 

Henry wo:• genthau, Jr. , 

United States Treasury, 

washington, D. c. 

Deer Ur. Sec:retery, 

Very einc:erely yours, 

Regraded Unclassified
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IIOST SECRET 

(U.S. SttJU:r) . 

~L No. ?2· 

lnfo!'&l\U on r ecei""d up t o 7 A.M. 24th Jon\W'y, 1<)1.2 . 

l . t:AVAL . 

Ai rcraft reconnaissance on 2Jrd choued the TIRPITZ nt Trondhcim 
A :srr.all lionregian vasaol wa.:; t.o~dO(!d off Chrhtmas l:llnr.d on ~he 20th • 
tmd has been obnndonod . On 21st a. rncdiu.'!l shed Cr eek vt!uel was ounk b)' 
dnr off Singaporo , 

2. I!JL!TMY. 

ym. 

!'y t.ho evening of the 22nd ene~y col'UIUI.I, e:st.iuwd tctal strer.gth 
ab,..~t. a,OOO ~nand 90 ta..nks, uere ~vaneinc North and l~ort.h Ea:tt trc=. 

··':!•l"')'& . Our t.reop:s have taken up posit.icns SC'uth !a~t., Eat t. ..md t:crth 
f' r u·.e t.:'l'Wn • 

Situat.icn 1.. .30 P . l:. ~JrC . Right. . r;,. chan;:<' . J:rr-,in • vea !'till 
!',fllld , Cer.t.nt . Cur forces wore ':'lithl\rarm Scuth .,f labtJ, 1her o th!!:: o;rcre 
1.:'1. t""r.tact nith ene::-.y ir.cludin ._ t.anU , Left . O'U' f'"reca uht"J r.nr .. eta. orr 
bw" r.ot Y"t. bf't'n able t,o cxtricnt,. th .. r-selvlls , Prf'JOI.:!"f' 1r. t:t'.o Batt. Paha.t 
~r~"n ha" intrAAGOC . The Ja}nr.ese Guarf.s Di•tisior. hu b('' n 1fier,tificd cr: 
t!-.f' 1\ulr Fr ont . About l.OO Aust:.ra.l.lf\r.s an~ r-.any In·!itlr. tl"Oil!'3 r<'t•.trn"d frcn 
:~J'\r ft'!TCfl nftttr vcr·y bitter fjjJhtir.g. 

tl~'ll'.Cliti~"'n "f ;;,..rgui Anr~Cr~'~rf" has ~: r. ccr.~pletcd 1rte cu.: 
.... l"..t ... raoo:al cc:ntinto<"~ . !~:rc &IT.!)' penonnttl frer. "i'twcy have o..rrhe-1 P-t. y,. , 
!&~· oe:1 · ... 1tlr-.1"1n ~":.zr r .... rces nr e wit.hdrnwinr but Af'f" r. t bcinr p:-e!c~ . 

P·.r~h· 

":"' P...o.~. hr. ecn·;er;ir.s: :-sUt:i"r.t t.t··:-art.3 '.';.-c:::.il !!: ::.akir-* t":"C;;:r'PSs 

'::'" '""' ~,..- •ho ::~rt.h &JYl !':-!;::. t~.e S01..t" :!.1.St . 

22M . l,COO t on er.e:-.-;, shJr 'f'l!l.5 U t by • .c .n. .r . ii~d.J"'n . 
;::r.-:1/;t)~. ::un:st,.r . 65 t ens . G<:Oc! "HU.tht'r C"'rkiti"'r.:: . :..o.rge fir es 
~rf' surtl'd in t;l.f'l t o1m .1r.d bombs straridl,.d th~'~ rl\11-a:; a~ti,..r. . I. i\ .. LA .f • 

•lrera!t portieirntod . 

.ill:.:A.. 
22nd . ;. Squadrcn of BlenhPi~a 1r.!l1et('!i h~"I.\V:' cl.~t!'A .. ,. ... :n /,00 

t~ts~>\y parke~ ' .. T . $1'1\!th Ea3t cl ;,.rh·,ih . Kitt.:·l'.awk!l An&A.&eli J~ c~·:!' 
t<-b~r3 , "ICC~ by fi;tt~~s, destr~ying J ~r.~~y &1rcra~t ar.d ~-~gl~F 7. 
1•" r.t t~yhar·k.t: art- :Us sir.;- . 

2:nct/2)rd . t ellinrt"r. drr ... ·~c! .. v,.r 1~ tc .. .a b . .rba c r. ir!.F),! (:.) 

'.a:-b ... .:r. 1 na-.."Al vcss,.l a:.~ 1\ ;:-b-1\' }(' ;.. , ,_ . 'hi7 er' l'.!t. • 

..:li.U· 

2~~~/~:rd L~i 2Jr~ . 
t&·~i!" .. sli;ot.t d&.-\C""' .. -hi;o 

... ~ ... , s1rera!t ~r,. ':J.n::'.G · ·6 '!lj" 

;. • v:! Cl!. ~J e: ,._. 1\!rcra:~"· at.t:a.:·~ .... • 
; r. ~!·."' }'_..,,.~ ... t /V. t. .. r:Al!tl~ tL"'r.odr:-:c . 

.. U!" fi •t.t !'I • 
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lll!!:g. 

23rd. OUr bombers attacked a concentration of lorries near l~scd . 

Enen~y aircraft attempting to attack &.n acro<'.rome near Ransoon were 

\

i nterceptod by Tomahawks of t he American Volunteer Croup and Buffal oes , 9 
enemy f ighters and 3 bombers wer~ destroyed and a further 12 onemy ai rcraft 
wore probably des t royed . Several mor o "or o drunoged . Tho other ooDbors 
J&ttisonod t t.~4.!' '!-. , ... !-•• ~ . ~:~ lo:t ; fl~+t · 6 . 

Mili,m . 

Singa pore. 21s t. CiviliOJI nir raid casualties r eported 304 
killed and 625 hoapi tal case s . 22nd . Kluang aerodroae was raided but no 
daJ:ago causad . 

Pacific Zone . 

20th. !Jere tl'.en 100 J3pane•• bOl:'.bera and fighters attacked 
P.abaul (!lew Britain) . 21st . 60 aircraft. attacked l(awiong (!lev Ireland) and 
attacked Salamoa (New Guinea) and other objective• 1n t hat area . 

4 . The arrival at Ferrel on 12th of on Ax o ship with • valuabl e 
car eo from Japan probably represents a first nttalllpt t o tring urgently 
needed raw materials froo the Far Ea3t to Cormany . 

Regraded Unclassified



TO 

' ROM 

TREASURY DEPARTMENT 

INTER OFFICE COio41o4UN ICATION 

Secreta ry Uorgentbau 

Yr. Kemerclt 

2Sr. 

Subj ect: Summary: O.C.I. Report. Interview wlth former 
Am~rican directors of Gene rAl Motors' Ooel olant 
i n Ge r many. 

Production 

Th8 Germans have en acut e rubber sc•rcity . Since 1q•~. 
the s rmy baa urged Opel to acble•e s production rate or 100 
three-ton trucks per day. The eaoacity or the ol•nt wes 
l arge enough, but s ince i t was never supplied suf ! icient 
t1rea ~tnd batteries, 1t co•Jld not pr oduce more than around 
80 a day. Lack or natu~al rubber ca nnot be completel y off­
set by t he use of the •Buns• synthetic rubber. Tires made 
f rom •Buns • requi re a 30 oercent mixture or natural rubber. 
Thls i s bec~use ' Buns• does not stick t o t he t ire fabric. 
Ti res a re made so t hat 100 perce nt natur~ l rubber is next 
to t hft fabric, whereas the treAds are 100 per cent •?una •. 

German lubricating oils ar e or good quality for ordi­
nary use. However, t hey contain 8 high per centage of tar, 
"hieh gives very unsatisfact ory results under extremely lo" 
t emperatures. (Probsbly this is one or the German hAndi­
caps on the Russian front.) 

Since Au. us t , 19 39 , no passenger care have been pro­
duced. The passenger ear plant ~a• converted into mak i ng 
~art s for bombers . Conversion begsn in August, 1939 and 
~8S completed ten months la t er in June, 1940 . 

2 . ~ 

Tne Nazi Party has a eomolete or~nni~ntion ror spr end­
in~ prOo8~ande in the pl8nts. The gre~t mnjori ty of the 
workers show very little enthuai~em for Nnzi orooeg•nda. 
Initintive in this type or notivity 1~ ent irely lnck1na on 
the onr t or t he workers. The me n eho~ • b•ol utely no soon­
teneoue oush t o ech1eve greater oroduction. 
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In 1939, rather serious labor trouble was experienced 
in the GeraRn coal mines. It is understood that since 
then, the e1tuation in the minas bAa never been entirely 
sat11hotory. 

3· General 

Bootlegging of rood ex1at a to some ext ent. In any 
oaae , the wealth¥ are able to till in their diet with 
expensive, unrestricted roods, auoh as game, lobster, 
caviar, eto . Th1e 1a not f lagrant enough to hAve evoked 
any bad reeling. 

The wideapre Rd notion that the average German is a 
stolid, squareheaded individual with a one-track a1nd,ia 
wrong. In reality, he is very impreaeionable and very 
changeable . For this reason, the Na~i propaganda machine 
has to work in hi gh gear all the t1me . The deepest im­
preaaion the Germane h~ve received is that i t they lose 
the war, they will experience indescribable chaos and 
suffering. 
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Januar;· 20 , 1042 

Cotlf IDENTIAL 
TI e 'lonorable 
The Secreter:- of t:!C !'rcns•.u-y 
.ashin~ton , ) . ~ . 

• ~r dear ;'r . Secre!ar;: : 

C.OOkO•MT~ Of U\(OJt.MAHOH 

I a.-:~ enclosin~ ''ero·:li t:. c. r.c:-:o -

randt~, "Inter vien with Forner A:ncrican 

J.li rector s of the Orel .erke, t;crmanJ'' , 

\'thich I hope ::~ay be of ~er'rico to you . 

inclosure 

: 

Sinccrcl~· ~·our!i , 

Ja=e:; 1 . ..vtcr , Zd 
Jc~··t~ .. ..:oo!'d:~tor 
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CONFIDENTIAL 

NOTE: 

The fo llowing facts will facilitate interpretation 

of some or the information supplied in Mr. Copelin's memo­

randum of January 9, 1942. 

Before the war (as now), Opel' 8 entire product ion or 

trucks was concentrated at the Srandenburg plant. Opel's 

entire output or passenger care (110,000 unite annually) was 

produced at the Rueesel sheim nlant , where about 17,000 

workers were employed on t hle activity. It is these men 

that were l aid off when passenger car production was stopped 

in August, 1939. 

The peaaenger oar fac111tiea and workers were subse­

quently converted to the produc tion of the sir craft parts 

referred to on page 3 or Mr. Copelin's report. In addition, 
I 

the pl ant at R manufactures parts for the trucks made at 

B, a8 it did before the war. 
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Washington, D. c. 
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CONFIDENTIAL 

January 9, 1942 

SubJect : Interview with former Americ~n Directors vf !he 
Opel Werke, Germany. 

Dear Sir: 

Reference is had to conversation with Mr. Chandler 
Y.orse of your Office and to a letter of December 22, 1941 from 
Mr. Emile Despres regarding a proposed interview with Messrs. 
Osborne and Hoglund of General Motors Corporation. 

The undersigned spent a number or hours with Mr. 
Osborne on January 2, 1942. Mr. Hoglund and Mr. R. K. Evans, 
Vice President of General Motors Corporation, another former 
General Mansger or the Opel Company, were asked from time to 
time to check inrormat ion on which Mr . Osborne was not quite 
sur e or hie memory . The questionnaire attached t o Mr. Despres' 
letter was used as a guide during the interview in order to 
co•, er as much or the ground, in which you are particularly 
interested, as possible . This report or the interview will 
therefore follow very closely the questionnai r e. 

ProC.uc t1on 

1. Current passenger car production at the Opel Plant is 
zero. It is eatl~atcd that approxlmstcly 80 three-ton Blitz 
trucks are being produced dally at the Opel Plant at Branden­
burg ncar Berlin. Monthly production is estimated at 2,000 
units. These are all the military adaption or the standard 
9litt Commercial Truck, approximate specifications being 166" 
wheelbase, 4x2 drive, ~~od cargo body with troop scats, 85 
P..P., six cylinder gasoline engine. This truck is the German 
equivalent of the Ford and Chevrolet l-1/2 ton truck ln the 
U.S .A. 

The Brandenburg Plant he& also been tooled to produce a 
four-wheel drive three-ton model for use as a cross-country 
troop and cargo car rier. Production was to start on this Job 
in June, 1941. It 1e beli eved that possibly 250 per month of 
this model are currently being built. 

- 1 -
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The complete manufacture or the above trucks ie carried out 
at Brandenburg except for sheet metal , rear axlo gears, and 
brake cylinders which are manufactured in the main Opel Plant 
at Ruoeselshe im- am-Main. 

The above pr oduction figure s compare with p re-war produc­
tion as follows: Passenger oar production 10,000 units per 
month equals 110,000 per year, allowing for inventory time. 
Truck production, 1,750 per month equals 20,000 per year. 
Since the Munich meeting of September, 1938 all Opel truck pro­
duc tion has been exclusively fo r the German Army except ror 
small allotments for export. 

All spare parts for Opel passenger oars and Blitz trucks 
except current product ion models are produced in the Ruessel­
aheim factory. According t o la t es t reports this production is 
being main t a i ned at approximately the pre-war rate which amount­
ed to around 3,000,000 Reichsmarks monthly. Thi s spare parts 
production requires the labor or 5,000 workmen: 

In connection with 0• el Bli tz truck production at Br~nden­
burg, 1t is interesting to note that since 1938 the Army procur e­
me nt services have urged Opel to attain s production rate of 100 

1
3-ton, 4x2 trucks per day. The factory i s capable of meeting this 
rate but has never been able to obtain suff icient tires and bat­
teries through the allocating authorities to turn out the produc­
tion which the Army desires. 

2. The pri ncipal non-automotive items manufactured in the 
Opel Plant at Rueseelshei m are the following: 

Reduction gears for reducing the propeller speed for the 
Mercedes Liquid Cooled Craft Engine. (It i E unders tood that the 
U. 5, Air Corps is r~millar with this engine and the reduction 
gear box . &emplee are available at the All i son Motors Plsnt.) 
A separate plant w~s established at Rueseeleheim for the produc­
t i on of these reduction geere. Production Etarted a~rroximstely 
July, 1939. The olant now employee 250 to 300 men per shift. 
It i s understood to be working on two 12-hour shifts . It ls 
estimated that production i s 250 to 300 sets of gears per month, 
although in checking this figur e wi th tho Cadillac production 
department in Detroit, where s imilar gears ere being produced 
for Allison it would seem that production should be much higher, 
probably 456 sets per month. Mr. Osborne ' s ~at output of 
the Mercedes engine is that they are manufacturing 1,000 to 
1, 200 engines per month. 

- 2-
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In connection with the above eotivity there l E or pose­
ible interest the fact that the German Government esked the Opel 
ComoPny to Jurnis h l sborstory fPoilitiee for a University Profes­
sor who wps considered the top gear men in Germany, These facil­
ities were provideO butthe professor h~d a ekiing acciuent in 
which he beOly fractured bo t h lege end wee incapacitated for over 
a yeer, so Mr. O<borne ' a opinion 1o ~hat Uttl" ""~".orch nae been 
cerrieC: out. 

The production or the eircrPft r eduction fleers wPe carried 
on concurrently with ~roduction or oaseenger care Pnd trucks at 
the Op~l PlPnta. Coincident with the opening of the campaign in 
FolAnd in Au@Ust, 1939 ~sssenger car r roductlon was Immediately 
stoooed s nd 17,000 workers were leid off r ending conversion or 
the Ruesselahe1m Plent for the producti on or : 

a. Wlrlng hsrnesses 
b. Wing assemblies 
o . Tsil surfaces 
d . Hydraulic lsndin£ gears 
e . Gasoline tPnks 

ell ror the Junkers Uodel usa bombers . All or the 1?,000 workers 
l el d off had been r eabsorbed by June , 1940. It ie es timated that 
100 uni t e per 'month o f th~ above assemblies were belng t urned out 
et thet time. The Orel Plant also he& under considere tlon e pro­
j ect for t he manufactur e of Ordn~nce fus es but It Ia not known 
•·hether production hee been started. 

3. 
the output 
ae rerards 
rarsgrerh. 

Mr. Osborne wee not r repared to hatard guesses as to 
of the above 1tema by other automotive nlents except 
totel truck production which wil l be round in a later 

4. Messra. Osborne end Hoglund eatimste tot~l automotive 
registrations in Germany sE of August, 1939 at 2,000,000 passen­
ger oars . o r these a very smell number were actually owned by the 
Army which in tlme of war expected to and effectively dld r equlel­
tion privately owned cars fo r their use . Of these 2,000,000 
passenger care, lt l s estimated that 4~~ were ln the smallest 
cleee with a cylinder dia~lecement up to one liter. These ere 
almost completely useless fo r ml l itery purposes . It l s estima ted 
that 30~ wore in the 1.5 liter clsse of which 1/ 2 mlfht be con­
Bldered or somE milltrry vPlue . Twenty per cent er e believed to 
have been In the 2 to 2. 5 liter clses; in terme or body erPce end 
perrormPnoe, theee would apr roach the American Ford end Chevrolet. 
These were the most popular she with the Germen Army. The 
remeining ~~ are 1n the over 2.5 liter cat egory and were used 
only a s Stef f care tor the higher of ficers, e tc. 
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Meaara. Osborne and Hoglund would not hazard a guess aa to 
quantities of light truc\ta in Germany. Many or these were or the 
three-wheel veriety end even the four-wheel delivery van types 
were too light 1n constDUction to be or any military value. 

They estimate totPl ownership of trucks three- ton ~~hi e 
German rat1n~ Ovl'l'esponde to the American Ford, Chevrolet olaaa) 
and over at 300,000 unite as or August, 1939. or these approx-

' 1mstely 70,000 were owned by the Army. This figure is based on 
Opel Blitz sales to the German Army which were ar r roximately 9 006 
unite per year for the four years preceding hoet'11it1es end ' 
rer reaented 50~ of Army purchP~e e or trPnerort vehicles. 

Baaed on German incustry figures, 3~ or truck production waa 
or the heavy duty type or 5 tone end over. These include the big 
diesel tractor-trailer combinations which were ~ femlliar eight 
on the German roade end have since been an important link ln the 
German Military euprly system. It ie estimated that there are a 
total of 20,000 of these tractor unite. These Jobs are capable 
of carrying 8 to 10 tons on the trector ohaeeia and at the time 
tow e load or 10 to 20 tons. The principal manufacturers of these 
diesel units were Mercedes, Henschel, M.A.N., and Krupp. 

According to Mr. Osborne, the German Army also used consider­
able quent1 ties of 6x6 ( e1x ttheel, six wheel drivel heavy arti llery 
tractors and "half-track• medium Artillery tractors. He would not 
hazard a guese as to the quantities of these vehicles in the 
German A.rmy. It is known, however, that both or these types have 
been very unsatisfactory in service. Aa an illustration or this 
Mr. Os borne cited the invasion of Austria, where eo many or these 
sr ecial vehicles railed between the German border end Vienna that 
a great maJority of the com;nercial trucks i n BavarlB had to be 
requiaitioned overnight and were eent into Austria to salvage the 
equipment which bed failed. On hlP way baok to Berlin, Hitler 
paid a ~ersonal vls 1t to the Opel PlaQt end personally signed an 
order tor 2,000 trucks ee a compliment to the Opel Works tor the 
high performance or the commercial vehicles which h.sd gotten the 
Army out of a bad spot. 

Masers . Osborne, Hoglund, end Evens concurred that the max­
imum output or trucks three ton and up in Germany 1s 60,000 to 
?0,000 units per year. Their estimate of peak annual pre-war 
passenger oar production i s ~43,000 units . Thts figure is based 
on Opel's allocated share of total German industry output as 
follows : 
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- 40% or total 

• 70% of total 

000 ,000 

43.000 

243,000 

Since returning to the u . s .A. , e year ago the vriter hee 
hea rd considerable diecueeion of the otend8rdi~ation Program 
imposed on the German automotive industry by the government. 
This progrPm does exist but the results effected up to August, 
1939 were far less than i s generally believed in this country. 
Like all matters affecting the German eutomotive i ndustry the 
Standerdi~etion ProgrPm wee controlled by Oenerel Von Schell of 
the Verkereministerium (Transport Ministry) in conJunction with 
the Automobilwirteheftsgruppe (Industry Council) comr.osed of re­
preeentet1vee of the manufecturere. t•uch valuable work vas 
accompl i shed in reducing the variety or components end ecoeeeoriee; 
for ine t anoe in 1936 there were 31 types of engine oil pumps used 
on Oerm11n cere, whereas in 1939 there were only 6 or 6 e tendard 
types . However, the Germane were still fa.r behind the U. S. 
Bureau of Stendarde and the S.A.E. in this connection. 

In eo fer as the etendardi~etion or vehicle types is con­
cerned, the first year in which this wee to be effective wee 1940 
but actually nothing wee done because of the t~ar and the conver­
sion or au tomotive plants to strictly militPry production. 
Although General Von Schell's powere on etenderdi~ation were 
dictatorial, the approach up to Auguat, 19J9 waa very gradual 
end pereuaaive rather then by mPndatory decree. For instance, 
General Von Schell ruled in 1937 that truck users would be 
allowed a reduction in the annual t&x if they purchased vehicles 
conformi ng t o certain beeic specifications desired by by the 
l4111tary Authorities, These specit1oet1one concer ned loading 
height, angles or aprroech and departure, engine power, etc. In 
tplte of the compet1 t1ve advantegee of building vehicles to meet 
these epeci r1cat1one, Meears. Osborne Pnd Hoglund poi nt out that 
tbe t hree-ton Opel Blit~ truck WI'S the only vehicle built to 
take advantage of t he reduced user's tax, Normally the annual 
tax on a truck of thia size would be 300 Reichemarke, which waa 

reduced t o 170 Reichamarks. 

6. The i nformation regarding airplane production, supplied 

- () -

Regraded Unclassified



Interview, Directors Opel Werke 
January 9, 1942 

CONPIDEIITUL 

289 

by Hr. Osborne , is baaed on a confidential statement mede to him 
in June, 1940 by Dr. Hens &track, Legstionaret, or the German 

\
Foreign Office whom he ~elievee to be in a position to have auth­
entic data. Dr. Streck a eetim~te of production at that time wee 
2,600 to 3,000 units per month of ell types. The estimated evsil­
eble planes was 60,000 to ?0,000 units, sfloin of all types. 

The Opel directors were not normally in e position to heve 
lnformstl~n on t.he output or OrdnPnce items ( in Npz i Germeny it 
was more comfortable n21 to know certain things) but !k. Osborne 
cited sever al examples to indicate the rlentiful availability or 
enti-airor~ft guns. One exPmple was the protection or the Opel 
Plant for which he eetimatee that 300 to 400 guns were placed in 
the l\.iesselshe1a~ WeiebPden diStrict. The aa~ellea t or these were 
37 mm'a with a certai n ~roportion or larger guns up to 90 0a1's . 

Mr. Osborne i s unrea~iliar with the aituati~n regerding sub­
marines. He pointed out that in view of the difficul t y of obtain­
ing be t teriea for a~ilitary trucks, there must be a very tight 
situation on the lead required for submarine batteries. 

With regard to petroleum inventory and output, Mr . Osborne 
cited e fi eure or 8,000,000 tons as being Germany 1 e normal peece­
time consumpti on. He understands that they planned a war- time 
consumption of 18,000,000 tone and that the production of synthet ic 
petroleum rroducta wee 12,000,000 tons in 1940 . Of course, a 
strict rationing of petrol, um products has been in effect in 
Germany s ince before the wer. However, it i s interesting to note 
that according to Mr. Osborne the eupr lY of di eeel fuel hPE been 
more restricted than the supply of gasol i ne. It arrears that all 
crude oils are not equally eu1tsble for the quantitative product~ 
or diesel ruel end that the crude rrom Ruar ien sources is consid­
erably more satisfactory for d1e6el oil production then Roucanian 
crude. 

Wi th regard to lubricating oil& the eupr ly or these ree~ to 
be sufficient and the qual i ty pptisfactory under normal German 
operating conditione . However, according to Mr. Osborne, these 
lubricants contain 8 high percentrge or tar which gives very 
uneatiafactory results under extremely low temperatures. I 
discussed with Mr. Osborne in some de t ail the apparen~ failure 
Of German Motor Transport on the Russian front under ~inter d 
conditione . It wee distinctly his opini~nt~~a!e~~~e=a~u~o!tm~:t 

I
to any fault of design or conetrufcti~~ gle lubricants fo r extreme 
entirely to the unavailabil ity o au a 
low temperature operati on, 
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With regerd to synthetic rubber produota, Mr. Osborne could 
not recall offhand much of the data on thie industry, He stated 
that shortly before the war he had prepared e complete report on 
the subJect tor General Motors and would attempt to find a cop)' or 
it which he would be happy to submit to Colonel Donovan. Geaeralzy 
e?P~~~~~ on this subJect Mr. Osborne pointed out that the greatest 

1 
difficult)' 1n menui .. ctur~ng nr.,a from s)'nthctlc rubber baa been 
caused b)' the fact that eynthetio 1Bune1 rubber will not stick 
to the tire fabric. It ia therefore necessary to immix approx­
imately 30~ natural rubber with the eynthetic product. This is 
done in euch a way that the part or the tire tread in contect Vltb 
the f l'bric caelng 18 100% natural rubber whereaa the outer surface 
of the tire is 100% S)'nthetic rubber. Apparently there has been 

l
great difficult)' in securing the quantity or natural rubber 
required to tully utilize the Germen ~ ynthetlc rubber capacity. 
Mr. Osborne VI'S given to understand by rerreaentatives or the 
German tire manurscturere that the "Buns• rubber program vas two 
years behind schedule i n 1940. The two princi pal produci ng plants 
tor 1 8una• vlll be round listed at the end of this r eport in the 
list or crltloal pll'nte. 

Steel ingot production in the Reich ia setimated by Mr. 
Osborne at 18,000,000 tons per year. Steel has been rationed to 
the automotive industry in German)' since 1937. The allocations 
for domestic paeaenger car production were constantly decreased 
until they were entlrel)' discontinued ln August, 1939. Mr. 
Osborne beli eves that the production or steel ln Germany ls 
being carried on at full cap8c1ty. Prior to the war, Germany 
absorbed approxlmatel)' 30~ of the Swedish iron ore output. With 
100% or thla ore now available to Germany, there le no reason to 
believe there mey be a shortage or rev materials . As regards 
other metPle, Mr. Osborne pointed out that aoperently there was 
no shortage or aluminum, magnesium, and manganese. All of these 
metals are or course on en allocation baale but, tor example, 
there hee been no pressure rroo authorities to eubatltute other 
metals tor aluminum pistons ln German oars and trucks. On the 
contrary, men)' automotive parte, such as v1rln@' harneeaee •. colla • 
etc., which were rormerl)' made of ooprer ere now being man~fsc-
tured of aluminum. 

Chromium, nickel, tin, an~ lead have ell been under very 
strict allocation for a number of yePr8 and are very d1fficuit1tO 
obtain with ever)' effort being mede to tlnd eubetitute mater a • 

It i e believed that the eup .. l)' of coal from German and d occu~e 
pled French, Belgian, Czechoslovak, bend Aueiyri~~ ~;~e~;~d~n!~~:O 
elthough German)' has had to seaure t e aupr 8 lied 
countrlee, Itely, and Sw1 t~erlandbwhlch e~:~el' ~~~=~1!1 n~~P the war, 
lart~~el)' from Englend. There h88 een, · 
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an acute ehortege of coal for domestic heating but lt l s believed 
that thle le caused by a lack of treneportetlon r eci lltl es rather 
than by a lack of coal a t the mlnee. In 1939 rether serlcue 

I labor trouble ~•as experienced in the Gorman coal minee end it ia 
~~~~rstoo~ that this s ituation hae never been eatlsfactory s ince . ...... ,,. 
Labor SupplY 

1. The complete Opel labor recorda are available in General 
~otors New York Offices. Mr. Osborne has made a note to obtain 
complete data on this subject to submit to Colonel Donovan. 
Generally speaking, the employment at the Orel Slit~ Truck Plant 
at Bran~ebburg i ncreased from 1,500 t o 3,000 and at the main Opel 
Plant at Ruesselaheim, form 19,000 to 23,000 between 1937 and 
1940. The new hands were recruited r rlncipally torm agriculture 
end other tr~des. Hi fh wages in the Ortl Plant s attracted workers 
rrom other lndustrlee ~nd ~ile theoretically lt is not poeslble 
for a German worker to chPnge hlP job wlthout permission from the 
authorities, Mr. Osborne stPtes that ln rractice thls hae never 
been closely controlled. However, the labor rPtes ln the Opel 
Plants were relative ly so at trFctive in 1940 that the Government 
Labor Officials reolaseit1ed m~ny jobs end effected an overall 
r eduction or earnings in the Plants. 

The new workers added to the force at the Or el Plant were 

!
tra ined by Or el. However, eince the war there has been a notice­
Pble lowering of the quali t y or the ~~rkmen employed. This has 

l
been caused principally by a higher ratio or young and inexper­
ience~ ~~rkmen and by the necessity or employing poor physical 
spec imens . Very tew women workers were emr loyed in the Opel Plant 
on automotive r roduct ion. Since aircraft material hee been in 
~roduction, the number or women workers hes been increseed but 
does not amount to a si~eable proportion of the total . 

The onl y foreign workers employed by Opel are e group or 
200 to 300 Czecka who were recruited by the Oermen Labor Offices 
in c~eckoelovekia and p laced in the Opel Blit ~ Truck Plant at 
Brandenburg. These men have proved to be eati ~feotory productive 
workers bu t considerable trouble wee experienced because of 
friction between theEe c~ecks end the German workers . ~ 
Consequent ly i t has been necessary to keep the Czecks all o­
gether in certain departments ~nd i t he ~ Plso been round necessary 
to erect bar racks on the f actory grounds to house them. 

German labor la~ requires that manuf~cturere tr;i~n~ 
ratio of epprentioee to total employment. The opel 
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Rueseelsh&iM MPintPi n& an ar prentice echool ror 1,200 rourteen 
to eighteen year old boye. It has been rlanned to increese this 
number to 1,800 but the apace is not available end this ~roJect 
he& been deterred until atter the war. The arprent ice treining 
period lasts tour years during which the ar.prentioee are paid 30 
Reiohemarka per mont h . Mr. Osborne s t ated that Opel always has 8 
long wel t ing list or boys who want to get into this school . Most 
of those aooepted are eons ot Opel workmen. Very comr.lete rac11-
it1ea are evailsble ror the traininF i n a ereclel school section 
or the plant. Practically every t ype or product ive machine 1e 
o~erated in the school end i n addition, the arrrentices are gi ven 
claesroom ~ork in euch subJecte ae aritbaetlc and mechanic~l 
drawing. The eoprenticee ere never used to ope rate productive 
Mach1nery in the plant pro~er but tn en added production is re~ulr­
ed in the plant, the a"orentice machine to~l e are occa<ionelly 
up to t urn out production iteme. 

2. In ao far ae Mesers. Osborne en( Hoglund a re aware there 
is no syatematlc plan ror shifting men !rom the plant to the ArM¥ 
and back. On the contrary, since the invPeion or Foland through 
the invasion or France ~nd down to the rresent, the MOVem~nt has 
been all one way; that is , rrom the plant to the Army . There 
have been a proportion o r cases where men were discharged rrom 
the Army and returned t o the Plant. In these oases the plant 
is bound to restore the man to the Job he occupied when called 
to duty. In a very rew 1ne tencee , Men •:ho h~d been di scharged 
heve been recalled a S( cond time to the Army but these were all 
specia l cases of ArmY interpreters and other specialized per­
sonnel. 

3. The organization or labor in a GermPn PlPnt is rather 
contusing beoeuse or the 1nter-relatlcnsh1p or Government and 
Party. There 1s an offici al Government labor organization under 
a Minis try or Labor which is responsible t or t he operation or 
eopl oyment bureaus and the adminletretlon or Oercan labor lat·a. . 1 
There i s also the Nazi Party Labor OrgFnlzetion, the 'Arbeltstront 
to which all emplcyeee belong end the primary Job or which i e the 
political education of the German workmen. Very frequentlY the 
Government and Party org~nizetlons tuee beoauee the Government 
labor offici al for a certain Plant or a certain district will 
also be the Party l abor r epr esentative tor ths same Plant or • 
area. I n the Opel Plant , the labor orgen1zetion WPS as follows . 

The top labor men in the Plant 18 the Betrelbsfuhr er (Works 
Leader). Normally i n 8 German factory this post is occupied by 
the hePd of the company . Si nce the Opel Company vrs unde~u thie 
American management, l t was necessary to hPV£ 8 Ger~e~ ~~d ~~ be 
Job. The Betrt lbstuhrer vas chosen by the coMpany u 
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epproved by the Nazi Party, epeciricelly by the Geuleiter of the 
district . Aa a rule the Betrei~aruhrer would be 8 Part m b 
although in the Opel ~lent the treasurer or the company ~Psem er 
aproin t ed to thie poet end he wee not a member or the Nazi Party. 

Under th~ 3etre~baruhrer is PO elected grour of employees 
known as the •ac;r;~,•:-:>t• (Works Counoa) . l n lhe Opel Plant at 
Rueaaeleheim, thie consisted of ten men. These men are nominated 
by the Betre1batuhrer and elected by the employees for e period of 
one year. No immediate choice or cendidetee ie given to the 
employees; ten men are noml neted end voted on; if one or mor e or 
them do not obteln P given pereent age or the totPl vote they are 
not elected and alternate condidatee Pre nomineted. 

The Betreibarat is preaieed over by a Betrei baobmen who is 
eppointed by the Nazi Party. The company hae ebeolutely nothing 
whatsoever to aey about the choice or this functionsry. Under the 
Betreiberat the Pl11nt ie orgs.nized into 1 Cells', on e more or lees 
departmental beals. In other words a or 10 tool ma~ere in e 
separpte depsrtment would hsve their own Cell , ••hereas 200 work­
ers in another depertment would eleo heve one Cell . Esch of 
these Cella hsa e Cell Obroen. It a workmen hee any comr leint, he 
goes to his Cell Obman who take& the metter up with the Depart­
ment~! r oremen or Supervisor. If they can't settle the metter, 
it ie taken up at the weekly meeting of the Betrel bere t (1nci­
dent~>lly thiS meeting is held on company time ano the company hee 
no control of the time spent by Cell Obman on labor problems. In 
many instances it is neceeeery to engage an extra productive 
worker to t rke the plsce of one who is electe~ to the Betreiberst 
or mAdP a Cell Obman.) If the matter cen still not be settled 
In the Betreiberat, it 1e taken up with the Betreibetuhrer for 
settlement with the Genersl Management or the compeny. If the 
Management does not eEttle it to the eatiafection of the worker, 
the matter 1a referred to the Nul Kre18le1ter (District Leber 
Leeder), whoee decision ie ~rectically tinel although on certain 
maJor issues, sppeal could be made to the Gauleiter end eventuellY 
to Party Headquarters in Berli n. 

or course in a Germen rlsnt the types of complaints which 
the worker s and management have to arbitr~to are relatively 
restricted inasmuch as no s trikes ore allowe6 under any ~ondlti 
t i ons end ~0 dieouseion of basic wage rates i s Pllo~ed . b n~~~ ve 
wages may be discussed but a ceiling i e placed 0~ t eeen ~t be 
labor authorities. (Consequently ve~yt~ewl~~~~tr~~~e~=n~etivee 
settled in the plant.) A maJori ty 0 e woe unable to 
in the plant are Nazi party member

0
s. 1M~ie~:b~~~erormerly been 

state whether any or those in the pe 
Union orrioiele. 
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Aa can be eeen trom the above, the labor repre~entativee 
are uauelly production workers or oooeeionelly clerical em~loyeee 
who are chosen by their tellow ~rkera. There are, however, cer­
tain individual& in the org~nization who ere placed there by the 
Party crgr nization whether the management likes it or not. These 
include the Betreibaobman referred to ebove end eleo members or 
the Gestapo ~nd S. 5. Corps and, it the pl~nt h~~ Any military 
potentiel1tiea , as vas the case with the C;,;;::. I'l;;;;t, there 1a a1ao 
an eTecutive called the Wehrwirtechattatuhrer (War Economics 
Leader) who ia in charge or rlant ~rotection against eabotage, 
bombing, eto., and is also euproeed to keep up to date a plan 
tor moat attective use or the plant in war times, This individ­
ual need not keep the plant man~gement up to date on hie a~ivi­

ties and rt~rte directly to Generel Thomee, the head or the War 
Economi oe ~iniatry (Wehrwirtechatteminieterium) in 3erlin. 

Ae &tattd above, the labor organization in the Opel 
Plant had no rover to discuss beeic wage rates which are fixed 
by the Government Labor Offices. The average basic rate in the 
Opel Plant in 1940 wee 90 pfennige per hour, Through incentive 
rates aor lied on productive labor, the everage ray or the hourly 
wage group or the Plant vas raised to 1. 21 Reichsmarke per hour. 
f rior to August, 1939 basic ratee hPd been eomewhet higher -- Mr. 
Osborne ooulO nvt cite the exact figure. At that time since Opel 
rates were out or line ·with rl'tee for comparable trPdea in the 
seme district the Government ordered reductions in both the basic 
rPte Pnd the maximum incentive wage. The everege overall reductiOn 
waa probably 10~ although in some oaees thP r eductions amounted 
to ea much ae 50~ because or reolaeeitioation or certain types 
or labor. For example, certain operations performed by women 
YOrkers on which the rate had been 1.20 Reiohsmarks per hour were 
recleaeitied enci a tal!ic rate or 60 pfennige per hour wee 

·estrbliehed tor these oreratione. 

llr. Osborne pointed out that in OermPny the ditteren­
tiel in wage retee tor skilled and uns tilled lebor is consider­
ably less thPn in this country. 

Prior to August, 19~9 the Germen hourl y w•ge-earner wPa 
required to work 19? hours per month (errrox1mately 45 hours a 
week), before receiving any overtime. Theee 19? hours of work 
could be required on eny d~ys including Sundays ~ne holidays. At 
the beginning of the war in August, 1939, the ~ork hours were 
changed to 10 hours per day, six drye per week; in other words, a 
60 hour week which could also include Sunday ~nc holiday work, 
Overtime ratee were tlgured by the coimdp;nyt~or~e:r~e~~u~~de~~~eto 
work per v!ek This overtime VP& pa 0 8 d t 12 
the worker in August, 1940 the work week wee again chGoange ot 

' 2 h week Out of tb1E the vernmen 
hours x 6 deye or ? ours ~er • d the worker the overtime tor 
wea r eid the overt ime tor 15 hours en 
12 hours. The overtime rete i s 1-1/2 times basic rrte. 
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Based on Amerlcen stBndard~, the clothing or thE Gerosn 
employee is very r.oo r end since 1939 hea been severely rationed, 
Rationing i e done on a polnt system under w: i ch each person i s 
given 100 points tor a year's clothing neede . ~lnce one suit 
tPkes 60 points Pnd since the remaining 40 pointe would secure 
only epproximetely one ehlrt, two or thre& peirs of eocke end 
t"'o eu1ts or underwe8r it *'-"OUld see!!i ~"!)vloua th!~ ~- ~!:~ ' 1. ~ .• ,, ,: _ 

below minimum requirements in order to enforce the uees of 
~reviously accumulsted sur~lies. The rptionin~ system doee not 
permi t the purchase or sny shoes - - e snecipl permit is required 
for the purchase or shoes or even for rePOling or o t her repairs . 
In Mr. Osbor ne ' s op inion , the clothin~ rPtionint causes as muoh 
unh~opines • ee sny restrict i on i n Germany Pnd i s particularly 
hard on young ~~men who ere restricte~ to e ve ry inadequate 
sucoly of ellk s tockings , lingerie, etc. This incidentally i s 
confirmed by the writer's own observPtione . ~ince 19~? en~ 1938 
a rew ceirs of eilk atockin~e in the lug~eee or e vis itor to 
Geropny hee been en incredible •open sesame• Into the homes or 
even very wealthy people. Arter the invasion or the low 
countries end France the fVidity with ~hich the hlLheet renking 
German Army Officers and pary leaders cle~ned out the shops or 
Am • terd~m. Brussels , ~nd Paris bespeaks volumes on their 
accumulated apretlte for decent articles or clothing. These 
GermPne were obviously fleb?erg~sted by the stock which existed 
in the occu- ied countries of articles ~nich to the peo~le of 
r~ese countries eeemed mPtter of course. As exampl es ; hosiery 
l ingerie Pnd anything else made or s i lk; ell >roolen articles ; 
all articles contPining rubber, suches ~~men ' e girdles, men's 
f&rtere end Euependera, end the ordinary &i mrle elastic used 
tor children 's clo thing; end of course the abundant eucply 
or such things ee rator blades, nee~les , Pnd probably most 
astonishing of ell plenty of soar contsinin~ precious fpt. 

As regards the rood suprly in Germany , !lessrs . Osborne. 
Hoglund, and Evans concurred that i t is eurricient to maintAin 
the health end eff iciency of the r~rulatlon end the rationing 
causes l i tt l e complaint. The wr iter believes that one of the 
principal reasons for ao little comr-leint is the effi e ~nt 
~~rking of the r ation system. I n most countries where rood 
rationing exists there a re two great sources or trouble: One, 
widespread bootlegring; two, bee cistrlbution or en inadequate 
euprly to afford eech holder or e r Pt lon card the quentitiee to 
which he is entitled. The second trouble i e the cause o f the 
long lines of wa i ting people Pt the doors or rood e tores. 

In Germany, bootlegring does exist to some extent Pnd 

\
certainl y the wealthy people are able to rill in thelr diet >11th 
expensive unrestricted food such eE game, lobs ter, cavi ar, etc. 

- 12 -
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But th1e i s not ~ufflclently ~deenre~d t o O • m~se the mor~le of 
the populat i on generally. As fer ee the work l nf cl~e • 1e concern­
ed, they very seldom hPve ~ny difficulty 1n obt~ining the food 
stuffs to whloh their r e tionlng card entlt leP them. It 1e con­
sequently rPre to eee e lin( of peorle welting 1n front of s 
Cc rmRn fo~~ etore. 

The pr1no1p~l food item& which P German misses in hie diet 
e re milk, butter, cream, end ell fPt6 or ''hlch he gets orRctl­
celly none. The egg ration is usually t t'IO ~gge per week. Except 
dur1nr the local ee~eons there ere no rre~h fruits Pnd prect1c1-
celly speaking, no citrus fru1te at nny time. The meet ration 
hee cone1Etcntly averaged ~bout one rounO (500 grPms) per ~eek. 
Thle i s probebly 30 to 50 per cent leee then the normal German 
oeet consumpti on but bee not been the cause or any particular 
complaint. 

Hr. Osborne e&timPtes thet 40~ or the hourly wege worker£ 
ln the Orel rlent (8,0~ to 10,000 men) were in the heavy worker 
cetegory pn~ were given double ratione. As fer ee he cen recall 
there were no heavier ret1on cetegories than this ln tbe plant. 

'Nhile it i e true thPt the averrge Germ~n accepts strict rood 
retionln~ quite comr lecently in hie own country, the e-~etites or 
the Germans in the occu- ied territories were "Kolossal'. The 
writer lived with a German NPzi farty member 1n Perle from 
September throu~h November, 1940; I obtained my food ration card 
throueh the French ~uthorit1ee end received the regular French 
rAtion (Ppproximately 25 to 30% lese than the besic ration in 
Germany), He obtained his direct from the ~ermen Authorities--­
his rations were Plmost exactly 14 time ee gree t ~e mine. 
Obviously the Germen ratione to Party v1e1tors to Paris were 
deelgned to rllow them to epr ePd £Ome largess s-ong their 
•conquered friends• . aut there W~6 mRny a German stomach ache 
caused by tring to make UF for ye~re or ehort r Etione or me~t, 
butter , eggs , etc. 

5 . There was not only en attemr t to use the Opel Plant 
as a r ol1tioal unit but effectively, the plant was a political 
orgrnl~at1on. As will have been seen under the ePrlier remarks 
on the labor organization in the Plant, every individual employee 
ls under the direct influence of the Nar1 Party Labor Organization. 
While os tensibly this organization (the ArbeitPfront) is fngaged 
in protecting the welfare or the workers rnd em~loyees, in actual 
practice their pr imary Job i s the ool1t1cel education or the 
German people. 
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On ~n everAge of once each month, e big political rally 
would be held in the plant attended by every-member or the 
~lent rersonnel. In between these big rellies there would be 
inDumerable small group mee t ings . There would also be fre­
quent •aohoola" conducted by Nati P~rty t abo r Orgeniters tor 
JJ:..d~'~ ::-:-::: . • ::-.: , : .,..,.~oc. C!tHl •.::.••'fl e;O rS. These !Ciu.ui0P. ••~l"'DOrtea 

to oe or a technical charPcter but actually a great part of their 
teaching wre strictly political. As en example, e number or the 
teacher& as&igned to the Opel Plant made statements deprecating 
ita American ownership and propheeyint ~omeday the German would 
•regain their birthright• , In eddi tion to the schools held in 
the plant, picked individurle from among the rlant foremen and 
superintendents were sent to tlati Leber Schools outside wbere 
they were deeply tnculceted with the Nazi philoeorhy. The 
plants were conetently plastered with posters or the worst 
possible political tyr e. Althou£h this wee an American owned 
plant, many or these posters which had to be put up were directly 
aimed at American Political figures, such as the President, 
various Senatore, Pnd others who made atPtsments or speeches 
whlch did not meet w1 th Had approval. 

The plent hed attempted to publish a house organ similar 
to the publications of A~erioan Comp~niea but this publication 
was subJected to the censorship end re-editing or the local Nez\ 
Party offic es and quickly degenerated lnto a Party rather than 
a plant orgen, 

l>bt never Hitler, Goebbels, or Goerl.ng mede a speech ot eny 
iml)ortrnce •·hatsoever, production wae etopred in the Plant end 
ali members of the plant personnelhld to gather around the loud 
spe~kers to llaten to these speeches. In addition to the above 
Pctivities there were plant chapters ot various party orgen­
i~atlona such as the 'Hitler Jugend' {the Hitler You\h Organ­
itation) ; the •N.£.K.x. • {The Netionel Socialist Drivers Corps). 

The Americans at t he Opel Plent r eport that there was very ' ! 
little enthusiasm amon£ the gree t mPjorlty or the plant personnel 
t or these party activities end ini t1a.tive in thte connection wee 
entirely lacking on the pert or the workers. According to 
Messrs. Osborne and Hoglund there w.s certainly no spontaneous 
push from the men for greater production. 

Of course the mi nor Nazi Officials ehow some inltlatlve 
which they hope will mark them in the ayes or their superiors. 
Hoaever, most or thl8 initiative wps t hown in devising way£ to 
ingratiate themselves with the higher party otficlela end wee 
more frequently deterrent r r t her then e timulating to production. 
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6. There vere no air reide of en~ military importance in 
the Rueeeeleheim Wieebeden area up to Meroh, 1941. Consequently 
the erreots or air r~ide could not be observed in the Opel Plant 
However, Meesre. Osborne e.nd Hoglund agree full y with the vri ter 
tha t the Germane ae a whole are considerably more susceptible to 
the errecto ot s1r r~,;t~: t1:r;:'l :~h:~ Euroy.: .. ~.: . !!~c;sr3 . ·:·:::b:.:r~e 
and Hoglund Daae tne1r 1mpressi on on t he reacti on of the Rueeeel­
~heim Orel clerical employees vho commute f rom Frankf urt am Main. 
Although this city vas not bombed to an~ great extent ai r raid 
alarms vere f e irly frequent end t he effect or lose of sleep 
seemed to be very marked on the limited num~er or people observed. 
The writer erent eeverel nirhte in Antwerp duri ng which the R.A.F. 
bombed the Port eeverely end the errecte on the Germane were 
noticeably greeter than on the Belgi ana. 

At this point it might be vell t o record some remarks made 
by Meeere. Osborne and Hoglund regarding t he German teapermant~ 
There aeeme to be a videepre~d i • preasion the t the average German 
is a etol1d, square-heeded individual with a one- t r ack mind. I 
believe that most people ~·ho have lived in German~ v111 agree 
that in r eality the average German i e very impressionable end 
very chenge~ble . These changes or viewpoint end attitude are 
so brusque ~nd contrPdictory as t o tre~uently as t onish forei gners 
who heve oooeeion to observe them. Certainly the German cen 
blow hot Pnd cold, ort1miatic ana peesim1stio more frequently 
ana to a £rester degree than any or the Latin or Anglosaxon 
peoples or Europe, end this undoubtedly accounts tor some of the 
neceeeity for the ultra-intensive pro~aganda t o vh1ch the 
Germen peor le ere constantly eubJeoted. Mr. OeboPne feels that 
this question o f German temper~ment ehould bd a maJor condder­
Ption in di r ecting pro~agenda t o the GermPn people. He feels 
that the on~ idee vhioh has been most deeply impressed on them 
is thet should they lose thie wBr th~ con. equenoea will be 
indeecribeble in chace end eurrer 1ng. At the r roper time, 
he feels that use of a propagPnda theme to dieelpate this 
fixed idea would be extremely fruitfUl in alienating consid­
erable numbers of Germans from the vr r e t rort. 

?. No remarks 

a. While the obeerv~ tions made Pb~ve ere easentially bPeed 
on the Opel Works ae e secti on o r the Germsn economy most remarks 
apply ~enerally t o ell industriel rlants or comrsrable size since 
the whole of German lndue try ie org•n1zed by the apme Ned system. 
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l. The Opel liorke >'as not confronted ..,, th any maJor 
technologlcel problema becftuee or the •cPrclty or certain mete~ 
lela. Automotive axle gears were chenged from chrome nickel 
alloy to chrome msr.;~ncre ellov. The new ;ear• w~re round to 
be equally set1efr ctory. Aa pointed out earlier 1n thls ret~ort, 
copper electrical wlndinga were repleced by eluminum wtndinga 
with no lose or quality. 

Cutting tools end bdarlngs were ms \nteined at desired stand~ 
e rda or quel1ty. 

In the case of both passenger cera end trucks, there has 
been a constant degenerat i on or quel1ty s i nce 193? 1n the quel­
ity or trim meteriel. Thie did not effect the func tioning or 
the vehicle but r erticularly 1n e~port WPB the source or much 
cus tomer dissatifrFction with Ge rman vchlclee. One thing that 
wee very noticeable on Ger man vehiclee, ex~orted efter the Munloh 
conference or 6ertember, 1938, wee the very bed inspection. In 
other words , the vehiclee were full of minor defects in workmen­
ship . Mr. Osborne attributes th i s to the transfer or the most 
capable workers to military nroduction and to the lose of some 
good ins~ector personnel to the Armed Foroee . 

2. Opel's experience in technological questions wee certianly 
tyricel of German automotivE industry and in generPl of German 
ind·Jstry ae e whole. Government reguelt1cn or industry ia ct>rried 
out through e system of industry councils (Wirtscheftsgruppe) and 
the ~ecielons ~~rked out by theee councils in conJunction with 
the prope r Government autborltiee are mandatory on ell members or 
the particular industry. 

3. Approximatel y 5 per cent of German trucks were diesel 
powered . At oeek production this would r epr esent 3,000 to 3,500 
truck• rer yeer. In addition, a greAt maJor•ty of German power 
driven agriculturPl m¥chinee, building mPchl ncry end thousands 
or em~ll lndustriPl lnstalleti one were diesel powerea. From en 
operating s t andpoint these diesel eny inee were highly succeae­
rul . However, ae po i nted out in the discusrion on petroleum 
products, the proportion or d1e!~l fuel required in Germany had 
reached a point whe r e the most efficient use could not be made or 
evaileble supplies or crude oil . In other words in refining e 
ton o r crude on the basis or requi rements too much diesel or 
srecif1c gr Pdes wee required r nd not £noug~ gasoline . Conse­
quently , according to i~ee ers. Osborne POd !;oglund, t here has 
been e tendency to discour Age further diesel crcduct1on end 
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oven some attempt to convert cert8in cla~aes ot existing dieaola 
to injection type gasoline burning enginae. Mr . Oeborne vas 
not eble to advise juet how ter this program has been pushed 
nor has ~~ any information to subetantiato reports Which indi­
c::te u ~·t .:. -..:. )6preaC COn\·~~:;:!.~!:-:-! .'l1 ..... .a..'~ .,.~tv.::·! : ._, rroducer-gse. 

4. Technically, gas burning motors have proved relatively 
aucceaetul aa developed in Europe . In so tar as the writer 
tnowe the beet reeulte obtained to data are approximately eo~ 
ot tho engine ett1ciency or the gaeoline operated engine. However, 
the ayetem or operating a vehicle motor trom gas compressed in 
tanke has not proven popular beoaueo or (a) shortage or equiP­
ment and materials ror producing the tanka; (b) the bulk and 
weight or the tanka on the vehicle; (o) the traneportation and 
handling dittioultiee involved in returning empty tanka to a 
properly equipped generating etetion tor refilling with new gas. 

The type or gas producing mechaniem known generally in 
Europe ae a •oazogene1 which is mounted on the vehicle or on a 
small trailer behind the vehicle and generates ita own gas by 
burning a solid ruel such as charcoal, wood, or prepared 
bituminous coal, has been slightly mere eucceaetul. The French 
and German Governments have both encouraged experimentation with 
thie type or equipment. In neither country was there any appre­
ciable production. Mr . Osborne end tho writer estimate there 
were lees than 1,000 gas-fuel opere ted vehicles in ~rmany. 
General Motors Assembly Plante i n Denmark and Sweden have gone 
into the production o r gas generating equipment tor the conver­
sion or both paaeenger oars Pnd trucke. General Motors Overseas 
Operations undoubtedly have a number ot reports on this subject 
which might be ot interest to your ott1ce. In general it is 
the understanding that this gaa produci ng equipment baa been more 
aucceaatul in these two countries than elsewhere because or the 
r eady availability or surplus wood tor tuel. On the other hand. 
only tho present abnormal economic con~itiona would just1ty the 
use or this equipment. The cost or the gae generating equipment 
tor a Chevrolet truck in Sweden, tor instance, 1s elmoe t as much 
ae the coat or the truck. Subaequently tuel coat is relatively 
cheap but it is understood that the maintenance or the gas­
producing equipment is bothersome and coetly and as previously 
stated tho performance or the truck is reduced by 20 to 30 per 
cent. 

Tho above covers the subjects outlined in the questionnaire 
Which you furnished me. In talking t o Mesere. Osborne, Hoglund, 
and Evana occasionally some German Industrial Plant would be 
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mentioned which they considered especially critical in the 
Germany economy, particularly from tho standPoint or war produc­
tion. 'l'heee plants are listed hereunder tor whatever interest 
they may have: 

Bergeeche Stahl 
Induetrie 

Bosch 

Mahlewerke (Electron­
metal!) 

The Becker Foundry 

V.K.F. (Veroini.gete­
lruggelagerfabr1ke.n) 

Kruppworke 

Heinkel Fl uegzuegwerke 
Plant 1 

City 

Remscheid 

Nuremberg 

Bad Connetatt 
near Stuttgart 

Leipzig (West) 

Schweinturt 

Essen 

Oranienburg 
( 30 m1les out­
aide Berlin) 

- 18 -

Remarks 

Manufactures a large per­
centage of the precision 
steel forgings for the 
German Automotive and 
aircraft inde&tries. 

In eo far as Messrs. 
Osborne and Hoglund know. 
this plant manufactures 
~ aviation spark plugs 
tor Germany 

Moat important German 
manufacturer or aircraft 
end automotive pistons 
and aircraft radio cases. 

Moat important manufactur­
er 1n Germany of aluminum 
and magnes ium caatinga 
for aircraft. 

The German subsidiary of 
the Swedish Ball Bearing 
Trust. Has practically 
a monopoly on precision 
ball bearings tor air- • 
craft and automotive work • 
in Germany . 

Ordnance 

According to Mr. Osborne 
the largest aircraft 
factory in Germany. He 
haa visited the plant 
personally aa well as 
moe t of the other aircraft 
factories of Germany and 
states that this ia in­
comparablY the biggest and 
IDOS t complete 
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Junkere 

M.A.N. 

Tev18 G.m. b.H. 

I.G. Farbenindustrie 

Continental Tire Co. 

Q.U.l 

Roetock 

Pees au 

Augsburg 

Frankfurt am 
Main 

Near Frankfurt 
am Main (suburb) 
Hanover 

302 
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Smaller than the Oranien­
~~~~ ~~ent ~~T. 7t~~~ t~ 
the German Air Force. 

Still one ot the moat im­
portant German Aircraft 
tactorioe. 

Practically the solo pro­
ducer or Diesel engines 
for eubmerines. 

Former manufacturer or 
electrical refrigerators 
end other appliances nov 
the principal producer or 
many vi tal aircraft parts. 

( 

~
ermany 1 s two principal 
una Rubber producing 
lante. 

Meeer e. Oeborne, Hoglund and EYana were or the opinion that each 
ot the above plants produces such a large proportion of the total 
ourput or articles vhioh they manufacture that the destruction 
or any one or these plants would be a moat serious blow to the 
German war machine. If further information along this line 1s 
desired, Mr . Osborne suggested that Mr. Otto Mueller at preeent 
w1tb Turnstedt Division of the General Motors Corporation a t 
Trenton, New Jersey, k.nowe more about the distribution or the 
manufacture of aircraft end automotive component& in Germany 
than anyone in thie country at the present time. Mr. Mueller is 
a naturalized American or German or1gln who served as an executive 
engineer at the Opel Werke for eeveral years prior to August, 
1939. His position wae such that he had occasion to visit a 
great many German Plante and to be familiar with their productive 
capacity, processes, methode, etc. 
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~q ~~• ~e~ ~!!1 n~ pleased to diao\lse any pheeee or the 
above report or to make any f\lrther contacts in this connection 
which yo\l may desire. 

Attached ror yo\lr information ie a copy or a report on the 
Utilization or civilian a\ltomotive maintonanoe racilitiea by 
the German Army which may be or some interest. 

Yo~tre very tr~tly, 

Philip W. Copelin 

Incl. 
Copy or report 

mb 
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SUBJECT: Report on German Military Transport 

TO: Colonel Russel A. Osmun 
Office or The Quartermaster General 

l. The Military Attache Reports which you recently forwarded 
to me are returned herewith. There is nothing that I can add 
on the speoirio subjects of German Army Motor Transport Organi~­
ation described in these reports. There is, however. one import­
ant phase or German motor maintenance ~nich is not mentioned and 
on which the following comments may be or interest . 

2. Based on my observations in Germany and later in German 
occupied France and Belgium , I believe it osn be said that a 
basic principle of German military maintenance operation is to 
utili~e to the greatest possible extent the civilian facilities 
whioh arc available. In Germany, prior to the invasion or the 
low oountrice, this was manifested as far as motor t ransport is 
concerned by the extensive use of private garages, service 
stations, and factory service departmen t s for the maintenance or 
army vehicles. In the occupied territories, the i nvading armies 
were closely followed by "Komm18ears 11 whose job was to organize 
the local automot i ve industry ror the most effective utili~ation 
by the German Army. 

3. These Kommiseara are civilians attached to the automo­
tive branch of the Ministry of Transport, (Verkebrs Ministerium). 
This Ministry is in direct control or the entire German automo­
tive industry including its dealer organi~ations, independent 
garages, a te . The head or the Automotive Industry Branch is 
General Von Schell. While the organuation 18 purely civilian, 
it is headed, like many other Government Departments in Germany, 
by an Army Officer who maintsins his rank in the German Army . 
Genera l Von Schell is to al l intents and purposes the dictator or 
the automotive industry with full power to decide what modele a 
given company may build, what quantities, at what prices they 
shall sell them, and any other pertinent question. Al though no t 
directly connected with the Army in any way, a very oloae liaison 
is maintained be tween General Von Schell's office and the Army 
General Staff regardi ng the utilization of the automotive 
industry in the servi ce or the Army . When the German ar~iee 
invaded the low countries and France, General Von Schell e 
authority was immediately extended to these territories and his 
starr took over the job or organizing the local automotive 
plants and other rac1lit1es. 
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4. It was obvious that a thorough Job or intelligence and 
minute preparation had been done pr~or to the invasion. Ae an 
example, the Kommissar appointed b;y General Von Schell to take 
over all General Motors operations in the low countries and in 
eo - ... -f". ••C" (O 0 ~1"'1......-ner "-n 1" - ., b • • --~~ .. __ - --- - .., .era ••c"·r~ " •tr1 utor for Gt.rman;y who 
on one excuse or another had made frequent tripe to General 
Motors Operations in Belgium and France over a period or ;years 
and wae thoroughly familiar with their activities and potential­
ities. The lommissar apRointed to organize the Ford operations 
in the aame countries wee the German director or the Ford Plant 
in Cologne, Germany. 

Another example or pre-war preparation will be or 1.ntereet; 
for aeveral ;years prior to 1939, the appointment or d1etr1butors 
and dealers in other countries b;y Ger...an oar and truck manuractu~ 
ere was closely watched b;y the German Transport Minietey and 
Military Authorities. Tbie was pertioularl;y true or the 
countries adJacent to Germany such as Hungary, Bulgaria . Yugo­
slavia, and the Scandinavian Countries. Factory managements 
were under constant pressure to eliminate Jewish dealers (the onl;y 
oommeroiall;y auooesstul ones in several or these countries), to 
appoint firma or marked pro-German sympathies, to extend beyond 
all reasonable commercial requirements tho eorvica facilities 
in the Balkans, etc. Approximately 70% or German automotive 
exports were products of the Opel Werke, a General Motors subsi­
diary. The distribution of Opel oars and trucks outside or 
Germany was entirely controlled b;y General Motors Overseas Oper~ 
atione, New York, through their various looal assembly plants . 
Thia method or operation was a thorn in the aides or the German 
Authorities who were thue unable to exert the same pressure on 
the export Opel dealers that the;y exerted on the dealers t or 
o ther German makes. Nevertheless , over a ~eriod or ;years the;y 
were able to influence the development or the maJor bases tor a 
veey sound automotive maintenance organhetion throughout Hungary 
and the Balkan Countries. This o rgani~etion now undoubtedly ie 
serving i ts purpose. 

6. The German Kommissar took possession of the General 
Motors Plant in Antwerp, Belgium within 48 hours after the oooupa­
tion or that oit;y. The plant was not requlti tioned but placed 
under •proteotive custody" (Sioheratellung), under the authority 
or the German Military decree whioh authorizee

0
the Comma~ding 

General in an;y erea to appoint a Kommilsar or Cus todian or 
an;y business whenever he oonsidera it neoeeaery or desirable tuin

11 the interest or the Reich. Onoe appointed the lommissar has 
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authority to operate the business ae he aees fit and ie., to 
quote the decree, 11 respons ible only to the authority wh • •h 
apP.ointed him". -- · 

fi . Immediately ur;.:.:-. occupa \.1on or t.he plant in Antwerp the 
Kommlsear rehired approximately 800 or the 1,500 local workmen 
and employees, proceeded to clean up the plant, which had been 
somewhat sabotaged by the retreating Belgian& and French, and to 
make a complete inventory or the materials on hand. Sales t o 
civilians were naturally stopped immediately throughout the 
occupied territories . Every automotive dealer was required to 
submit an inventory of vebioles and spare parte on hand. With 
the complete capitulation or the Belgian Army a few days later 
all army automotive equipment and apare parte stores were taken 
over aa pri~ee of war. The Army Motor Maintenance Corps (H.K.P.) 
immediately returned all General Motors spare parte to the 
General Motors Plant, placing them under the custody of the 
Kommlasar while Belgian Army vehicles were aorted out according to 
their make and state of repair and arrangements made for their 
reconditioning. 

?. The method of handling this reconditioning is interesting. 
Through pre-war intelligence the beet equipped garages and 
service stations throughout Belgium had been spotted and their 
potential capacity estimated. Those shops were immediately 
occupied by the German Army. The Kommisear then entered the 
picture and made the following proposals to the owners or each or 
these shops: 

A· A contract could be signed employing the ehop 
to work exclusively for the German Army. 

~· The contract •~uld be on e •cost pl us• basihsi-­
uaually the owner would be required only to submit s 
payroll on which he was paid 110~. Any spare parts re­
quired would be furnished by tho German Army or if 
available in the inventory of the shop would be billed 
at l ist price less 25%. 

~· If the owner was agreeable he could remain in 
charge or his business - - a non-eommie sioned German 
Off i cer would be placed in the shop ror l i aison between 
the owner of the German Army personnel visiting the 
shop on business but otherwise there would be nohoccupa­
tion. The owner would be given full charge or t"' 
management. 
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~. If the owner of the shop would not accept 
this proposit ion , a Kommissar would be appointed to 
run his business and he would be out in the cold. 

307 

a. Obviously the owners or moct buolncc~C:l i:: ~"'" .., .... pled 
tcn.-1·1 tor lee acceptcU. Zi.Je Cc ... ·wou J.l.&'upual t lon inasmuch sa 1 t 
affor ded them a livelihood for themselves and permitted them to 
give ~~rk to their employees. In a number or i ns tances the 
o>~ers of shops had fled the country in edvance of the German 
Armies; in these cases either the rcsroneible employee remaining 
was pl aced i n charge of the business urder the above conditions 
or a Kommlesar was appointed to run tho shop. 

9. In talking to the Kommleser or the General Motors 
Assembly Plant in Belgium, he mentioned several times the figure 
or 85,000 vehicles as the num~er t~ich the Germen Aroy found 
as prizes or war or requ1Eit1oned from the civilian nopulation 
in Belgi~m and Holland. Between Juno and Se~ember . - 1940 all or 
these vehicles in addition to thousands or German vehicles were 
run through these shops ~nd put in first-class running order. 
Obviously these shops were not 100% efficient. In the first 
place the German Army i a cl uttered up with an extr emely non­
descript lo t of vehicles-- in one big shop in Paris- I personally 
count ed 118 different makes of German Army vehicles i n the shop 
at the same time. Obviously this diversity of makes and models 
created a very tough spare par te problem for one thing and 
secondly 1 t gave the •'l>rkers >~ho were unsympathetic to the 
Germane a good excuse tor stalling by saying their tools wouldn't 
fit certain care or that they didn't understand the functioning 
o t o~rta1n makes . However, by enforcing a ri&1d discipline and by 
impr ess ing on management and -..~rkers alike that the price or 
detectable sabotage was being shot agalnet the nearest wall very 
excellent resul ts were obta ined. 

10 . It should not be deduced from the above that the German 
Army ell \'! no t come equipped •·1th 1ts own maintenance facilities. 
MP1ntenance comparable to the fir st and second echelons in the 
United States Army vere of course performed ln the field and all 
1nd1catione were that they were very cft1c1ently performed. 
However, their organization appeared to bo se t up on a beals 
whereby any vehicle which could not be promptly repaired in tho 
field would be evacuated to one of the c1v111an shops mentioned 
above where it would be r epaired end returned to a d1vis1onal or 
army pool. 

- 4 -

Regraded Unclassified



Report on Gen~en l~il1 tery Transport 
Jenuary ~, 1~42 

308 
CCJNFI DiJiTU!. 

11. There VPS surprieln~ly little preeeure ror expediting 
vehicle& through the shope exoe~t in the oese of heavy duty trucks. 
I believe this wpe due to the fact th1t most civilian vehicles 
~ere prohibited on the road and there wee ~lw~ye p large surplus 

or peee:nger ca~s and l1~ht truok~ r!'()m ~h c~ ·::hlolea could· b~ 
:oec;u1~1 . ioncd ~ .. en required. 

12. Returning to the functions or the ~ommiesar in 
charge or General Motors Operetione -- efter an inventory had been 
accomplished, the Assembly Plent in 9elgium wee put in operation 
to build un epproxtmately 2,100 Chevrolet trucks Pnd some 800 
or 900 passenger care tor which the materlale were on hand. 
These were eold to the Germrn Army. The PlPnt wee then estab­
lished a£ central headquarters tor IJ)IU'e parts for Amerloan cere 
1n the low countries and as e r econditioning plant ror the 
British vehicles recuperated at Dunkirk. 

13. It vee eettmated thet erter •cenn1bPl1~1n@• eurrto­
iently to eup~ly parte for demPged vehlolea, ar~roxlmately 16,000 
Bri t1sh l~Ui tary vehicle& were recovered. Hnce there were no 
spare oerts PveilPble on the oontlnent for these British trucks 
and since the supply of soere parts tor American vehicles w~a 
obviously limited, 1t wee decided to eetablleh e ~arts manu­
teoturlng center in the Antwerp General l~otora Plant. Since; 
like ell eaeembly plants, thle one bed very little machine tool 
equipment, tools were requisitioned rrom various rectories throu~ 
out Belgium and installed 1n the plant. 

14. As previously stated the eame Kommleser wo w~e put 
1n charge or General Motors Operetlone 1n Belgium wee eubaequently 
charged with General Motors Operetione 1n France. The pattern or 
hie activity in that country vas very similar exce~t that for 
various reeeona or convenience eny uneeeembled materiel round 
1n Pari• vee 6ent to the bigger plent 1n Antwerp end the Parle 
Pl,.nt turned 1nto e repslr shop. 

15. The Gfneral l~otore Kommllsa r employed s German 
s tarr or ap~roximetely 25 people in Belgium end France. These 
were ell oivlliene end ooneleted of epere perte experts, shop 
superintendents, end Generel Administrative Executives. This 
personnel vas ell picked by the Kommiaaer from hie own German 
orgenizetlon. This steff Pnd the Kommieeer were paid by the 
local General Motors Companies 1n which they worked. As I 
stated previously, the Kommlseer wee assigned by General 
von Schell o r the Ministry or Tr~ns r ort 1n aerlin and his actual 

• 

Regraded Unclassified



Report on German IHlltPry Transport 
January 9, 1942 

CONF'IDE!iTIAL 

local erpointments were under the authority or the Com .. and ing 
Generals or t he oc~u~ied territorief . vbviously the liaison 
between the Kommie• ar and the local Mil it~ r y Authorities was 
extremely close and to ell arrearancee wee very satisfactory . 

~09 

16. I t might u~ Juog~u from the above that the •yetem of 
controctual maintenance wee ueed by the German Army only in 
occuried territory . This is not the case. It m~y be of inter­
est to note that the Korrunieear in charge or General l!otore 
oreretione ln the occuried terri tory woe a leo contt·actor in 
Germany to the German Air Force for the repair and maintenance 
of military rlenee . In thle connection he had constructed and 
orerated t >ro very large rersir shore . Aocord rng to h te etate­
menta which were corroborated by Luftwaffe Officers With whom 
I sroke , al l rlaner which were dameged beyond quick rerair at 
Air Field ehops were t~rned over to t his orgPnitation. They 
dismoun t ed the motors end r eturned these to the motor manufactur­
ers for r econditioning end then comrletely r Econditioned the 
fuselage , ~· ln~e . undercPrriages, etc . 

SUMiMR~ : 

17. I n the th ird end h1~her echelons of motor ma1nten~nce, 
the GermPn Army emr loys eveilable civilian faclllties end person­
nel to the greetee t poee1ble extent . This Fystem of contrectuel 
main t enance has given satisfactory r eeults in Germany, i n her 
satellite etetee , and even 1n the occuried territories . 

18 . I attAch hereto e co~y of a further rerort on German 
economic conditions as related to the automotive lnduetry pre­
pared for the Coordinator of Information. 

mb 

!nels . 
i·11 11 tery Attache Recort s 
Rerort to Coordinator of Info . 

f'h1lip 1 .. Copelin 
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0 - 2/2657-220: lllo. 612 li .I.D., 'II . D. lltOO A. Jt., Je.::.~ 20, 19i2 . 

SITUATION IUPORT 

I . P<oitio theater , 

Phili~1noot The oituation in Lu•on rocatna atnbili•od , 
with aome aotlv y 1U the S\~bio Bay aroo., On l ast Yfedneedu.y, one~ 
•1roro.f't bomber\ ~th~pping at Cebu, Tho d.c-.. ~ ..... ....... :::~ ~:.· t!-.i; ~tb.ck: 
wor• .umlt:ed to one small ala1p . In Ulnda.no.o tho ettua.tion romaine 
u.noh&J\god. lla\w&.ii : no t'urther reports or onec;y activity. ~layat 
Thoro seem. to be no aul>atantial chance in the a!. tuation. T o 
Br itish lino appeua to be ac:mewh&t atabUhed. Burma: llo further 
reporta of i :oportanco on lo.nd Ol' air aotivlty. Australasia: Tho 
aituation in the Acotralian lland&to1 il contuoed:-tlioUGfi J apanese 
action 11 beli~od to be oontinuin&• Apparentl y tho Japanese convoy 
i n tho ~caesar Straits i 1 otill boln& 1ubjootod to aucoes•tul at­
taoko by Dutch and American a ir and nan.l ~mite . Oioat Coost : llo 
turther reports have been received. 

II. Eaatorn Theater. 

Rueeie.n proee\ll'e continuos in tho area southwtst of Seliger 
Lt.koa. 5oth aidoo r eport hard fi&htin& along tho ea<tern f r ont , 

III. 'lfestern Thoator . 

On Janu~ry 25 tho R. A. ? . carried out further rnies on llroat . 

tV. Ulddle Laat~rn Thoater . 

uroWid• Pi&httns oontinuo1 1n tho t r iangle A&edabia­
Antolat -Saunnu, apparently witho-1t deolo!YO rooult . 

Ai r. 'lhe R.A.F. attacl:e4 an A:lia convoy i n the Leditor­
ranean witn-ioco s~cceas . Ax is air continued to pound Ualta. 
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