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GROUP 

Present: Mr. Buffington 
Kr . Foley 
Kr. Thompson 
Mr. !uhn 
Mr. Grana 
Mr. Gamble 
Kr. Odegard 
Mr. Sullhan 
)(r, Bell 
Kr. Sohwars 
llr. Illite 
Mr. Bl ough 
Kra. Uoh 

H.M. JR: How are you all? 

July 16, 1942 
11 : 30 a.m. 

I thought you were going up to Boston. 

KR. BUFFINGTON: I got as fer as Philadelphia. 

H.K. JR: lhat happened? 

MR. BUFFINGTON: Well, I couldn 't get a reservation 
the night I wanted to go to Boston, and a aatter came up 
in Philadelphia which I thought was more important. I 
would like to go t o Boston next Konda7. 

• 
H.M. JR: Ur. Thompaon? 

MR. THOMPSON : The soldiers have moved from t he 
Treasu~ to the new barracks . 

H.K.JR: Have they moved? Waen ' t I invited to the 
opening? 

KR. THOMPSON: They apparently didn ' t have any 
opening, just quietly stole away. 

i 
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H.U.JR: After what I went through they should 
have invited me to the opening . 

MR. THOL!PSON: Murrsy tells me that tbe officer a 
in charge want to thank you for helpinf to arrange for 
tht111 tl7 have movies here, but they won t be able to 
continue the t because they need more men to guard the 
new building, There wouldn't be eno~gh off to keep 
having the movies, 

H.ll.JR: They are going to discontinue? 

liR. THCI.IPS<li: Yea . They might be .able to aak 
for the privilege later if they get a better condition , 

H.W.JR: Well, let•a see, it haa been--

l!R. THOl!PSON: But they appreciate very much 
what you did. 

H.Y. JR: But I thought surely I would be invited 
to the opening. Of course you have no use for the 
space . If anybodT wanta any apace here ia a chance 
to ask for it. 

liR. THOJ.IPS(I{: Sub-baaemant . 

l!R. BELL: They are also discontinuing the dances 
they had nery mm th. 

~IR. THOl!PSOK: They seem to change the aaaignmanta 
every week or ao. They don't let them stay around very 
long. 

Corporal Tliomas Adair reported. Professor Welch 
probably will bring him to see you . 

H.M. J R: I want to meet him. Wake a note of the t, 
Mrs. Klotz, that Corporal Thomas--

!.IR. TH<llPSON: Thomas Adair. 

H.W, JR: Grand. I want to meet the boys. Vihy don't 
we have Welch and these two boya come in around four 
o'clock? 

2 
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l.!R. THOMPSON : That is alL 

MR. BELL: We took quite a lot of money out of the 
market yesterday. It apparently didn't disturb them 
very much because they were preparing for it over a period 
of a week. We took about nine hundred million dollars. 
Ordinarily that would be very disturbing, but apparently 
it wasn't. We got eight hundred million dollars cash 
on the two percent and we took over about a hundred and 
fifty millions on Treasury bills . 

H;M. JR: I didn't feel the shock up in the count~ 
at all. (Laughter) 

MR. BELL: I didn ' t think you would. 

H.M. JR: In fact, my raspberries went up to twenty 
cents . 

MR. BELL: Maybe that was the reason. 

MR. SULLIVAN: That farm bloc . (Laughter) 

H.M.JR: Don't talk about giving them the raspberry. 
(Laughter) 

MR. BELL: Yesterday an employee told me that an 
individual came to him and told him that he had gone 
to a bank to fix t he account of this lady and her hus­
band, making it joint, to get a lock box, j oint, and 
also a savings bond co-ownership . Her husband was going 
in the Army and they wanted it so that she could handle · 
it. The bank advised against it, saying that if her 
husband should be taken prisoner their accounts would 
be blocked, and she would have to go through a lot of 
red tape to get it unraveled. 

Now! that is opposed to what we are doing in the 
Snvings Hond promotion by encouraging everybody to go to 
co-ownership, and I think i t is going to interfere i f it 
get s around with the allotment plan of the ~and Navy ­
payroll allotment plan. 
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H • .M. JR: ll.by don't you talk w1 th the Foreign Funds 
boys? 

MR. BELL: Well, I just got thh J.aat night and I 
thought it really ought to be considered, I think Yer,r 
seriously, and probaoly an interpretative decision ought 
to be put out on it. 

lffi. R>LEY: I think eo if there h that illpreuion. 

WR. BELL: This is the only oaae I heard of, but I 
think if the Arlq and Navy got hold of it they wouldn't 
want to go &head with their papoll allotment because 
they are encouraging their people to have "co-ownership 
of bonds. 

The Bank of America has put in an application for 
a branch at the same place in Loa ~alee aa they did 
before . The situation hasn't change~, ao Delano is 
recommending against it . Do you want to approve that 
now or do you want to consider it carefully? (Paper 
handed to the Secretary.) 

H.11. JR: I thought a branch a 1110nth keeps a Gi&DJiini 
away. (Laughter) 

lffi. BELL: I don't belieYe they have got a branch 
a month . 

H.M.JR: Is this turning them down? 

UR. BELL: Yea . Doesn ' t that satisfY you? Maybe 
we had better consider it . (Laughter) 

H.M. JR: Ia Delano in the hoapH&l or on his wq 
to the hospital? · 

MR. BELL: No, he has been to the hospital. He is 
back. (Laughter) 

llR. FOLEY: He haan' t recovered from the lut one. 
(Laughter) 
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MR .~BELL: He just got out . I hope he doesn't 
go back. 

H.'M. JR: I hope eo for hh health's eale and for 
poor Cy Upham. (Lalghter) 

5 

MR. BELL: Up to the eleventh we had sent out wlree to 
the Federal Reserve Banke oonriog fitty-fi n hundred 
stores of your retail crowd, which il about three hundred aore 
than the fifty- two hundred that they eaid were included in 
the list . ~e since have aleo eent out a liet covering 
about four hundred racllo etationa. I understand the dead­
l ine is the twenty-third. 

H.K. JR: No, that i s when they start ope~ating. 

MR. BELL: Well, I think they will all be eupplhd 
with bonds, providing that they get their qualification• 
into the banke in that time. 

Do you want to sign a circular elimlnati"ng collateral 
altogether? 

H.M. JR: lio you recoiiiUnd 1 t'1 

MR. BELL: I have to, I think, in view of the retail 
etoree . 

IIR. ODEGARD: That ie a storr. You ought to han 
some photographs. 

MR. BELL: Photograph• will coae after the war. 

H.K. JR: We ought to have Abbott and Costello her~ • 
. 

MR. BELL: inere are going to be a lot of headaches 
in this. 

I would like to see you right after this, if I JU.y, 
on a matter which is rather urgent, very important. 

< 
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H.U.JR: Be long? 

lffi, BELL: Two minu tea . 

H.M. JR: O. K. 

Mr. Graves? 

MR. GhAVES: In fairness to Mn KoCart1 I would like 
7ou to know that that press release did not come froa 
his departunt. 

H.W. JR: Didn' t COlle from hia departunt? 

lffi. GRAVES: Be had nothing to do with it . It C&ll8 
from Kr. Duffus ' organization. It waa intended merel7 for 
distribution in those cities in that itinerar,y. 

R.t.!.JR: ..._ said that. But wb7 should Duffus get 
out press releases? 

MR. GRAVES: Well, the advance people who are going on 
that itinerarJ.have io have a certain amount--

H.M. JR: I Man, JOU hue got a preaa section with 
about th1rt7 people over there. 

KR. GRAVES: I think JOU are right. I diem' t think 
that was the procedure. 

lffi. KUHN: This waan' t a regular Treaaur;y release. It 
didn't go to tbe papera of the countrJ. 

H.M.JR: The7 went down to ·lfff preaa room and I had 
to peraonall7 take it at mT preaa conference . It was ver;y 
disagreeable. 

MR. GRAVES: I brought it up now aimplJ--

H.M.JR: I,personall7, have got to stand here and 
just explain it and all the rest of that business . I 
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went into it with Harold. I mean, it is very unpleasant . 
It did go from a section of the Treasury to the Treasury 
preu room. 

MR. GRAVES : That i s correct . I simply wanted you 
to know that it was not McCarty who was at tault. . 

. ~ 

H.M. JR: Hell, he is ~he head. He is supposed to 
handle newspaper releasee . I don't know what Duftua 
is getting out a newspaper release for. 

MR. GRAVES: That is right . I think we ought to 
change that oractice, but in any event ~. McCarty 
was blameless in this particular aatter. 

You asked me to apeak t o you this 110rning about a 
car toon which you sent me . I can ' t pronounce the name 
of the cartoonist . 

MRS. KLOTZ : Szylt. 

H.M. JR: I want to get him for the Treasury. 

MR. GRAVES : We, as you know, have a group that works 
that, and I will see that they contact--

H.li. JR: This is one of the tillee that I aa going 
to be bose, see? I have tried to get this aan for six 
11onths and I can' t get &IUWhere with m:r group so I want 
to get hi• and then we will suppl{ ideas. I want him, 
definitelf· I mean, I have said t over and over agai n 
and I can t get anJllhere . Now I am uking a definite 
request, see, group or no group . 

J.!R. GRAVES : Yu. 

H.Ll. JR: I mean the stuff that I saw, the stuff, the 
posters that the Advisory Council - whatever they got, 
i s just - I mean, it has got no - we are just six months 
behind the t imes, and here is this man - he is here. Di d 
you see that cartoon? 

YR. GRAVES: Yes, you sent it to me . 
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H.M. JR: Didn' t you get a story out of that? 

MR. GRAVES: •ell, personally, I don't happen to like 
that cartoon or that man, ao I didn't get any etory out 
of it. 

H.M. JR: Well, I do - one of the rare instances that 
I 1111 asking you--

the 
got 
let 

MR. GRAVES: Yea, air, we will do it. 

H.W. JR: Over the dead body of Wr. Kuhn. 

&m. BELL : Another rare instance . (lAughter ) 

H.M. JR: We have got - after all, let the board supply 
ideas and let this fellow do the drawings, see? we have 
to have the ~ditorial Board give him the ideas, and 
him execute them. 

MR. !ruHN: lie did one ad for the New Yo rk: committee 
which I believe is being sent out.nationally. 

H.M. JR: Well, let ' a t&lce him on a trial baah for 
a month or ao, Harold, and aee what we can get out of it . 

MR. GRAVES: Yea . I auppoae you know, of course, 
that we have had these editorial cartoons done by a 
great many--

H.W.JR: I don't like a07 of thea. 

MR. GRAVES: I merely mention that as indicating the 
method we would ordinarily uee in getting this man to do 
aome cartoons, if it ia oartoone you want. I thought it was . 

H.M.JR: lea, I mean, I don't think that we are hitting 
the bell, I mean , I think this man haa unique qualities 
and I would like to try him out . · 

MR. GRAVES: Yea . 

H.M.JR: What else, Harold? 

MR. GRAVES: That ia all I have. 

H.W. JR: One of these rare instances--(Laughter) 

Chick? 
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MR. SCHWARZ: You may be interested in the fact 
that I am losing a good secretary tomorrow, Miss 
Hight. The Treasury is contributing one of the eight 
women chosen in the District for t he Officers - Women's 
Army Officers Corps. 

H.~ . JR : Congratulations. Something new to worry 
about. What is her name? 

MR. THOMPSON: Miss Hight . 

H.l!.. JR: She is going out to be an officer? 

MR. SClfHi RZ : Yes, Des Moines. We not only have 
to worry about losing men, but women now. 

H. M.JR: See if I can give you the story in the 
Irving Berlin show - I don' t know. The fellow is a 
soldier , and he says he doesnlt want to go home. He 
says, "V~ don' t you look forward to going home to 
the loving arms of your wife , sitting there, waiting for 
you in your nice ap_artment?" ~o, I don't want to go 
home . " He says, "Whf not?" ~at am I ~oing to do? 
I go home and she is a first lieutenant. He says, 

9 

"I don' t know what to do, • so he stg"s • Can' t you go 
and see her mother about it?" "No. • ~tis her trouble?" 
"Well, " he says, "She is a captain. • (Laughter) 

l!RS~' KLOTZ: I want to see the show. 

MR. KUHN: A good show, Mr . Secretary? 

H.M. JR: Yea. I stayed behind and spoke to the 
cast - a wonderful show. It is ooming to Washington. 
I strongly recommend it. 

lffi. GRAVES: If you were through I was going to--

H.ll.JR: 
scout deed. 
(Laughter) 

Chick is through; he has done his boy 
He is giving his woman to the ArJIV. 
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LIR. SCKN ARZ : One of them. 
' LIR. GRAVES: There ia another matter I would 

like to speak about. Wr. Rex Hayes of Cooa- Cola was 
with us for quite a long time on Tuesda,. I saw himJ 
Mr. Ge.mble saw him; Jlr. Odegard and Mr. Kuhn saw him. Hi, 
I think, will do &nTthing that we ask him to do . He has 
some doubt as to his own qualifications to help us, but 
he is coming again on Tueeda,, and I am going to spend 
time with him again over in our shop in the Sloane Build­
ing. If you would--

H.ll. JR: I would like very much to see him. 

I.IR. GRAVES: If you oare to han me br ing hila ln, 
I will be ~lad to do it. I think it might be best, if 
it will su1 t your convenience , to lnrl te him in late 
rather than early in the day so that we oan have time--

H.M. JR: I have got Bar tholomew and Welch at three. 
How about three-thirty? 

. 
J.IR . GRAVES: Fine . 

H. ll. JR : And Hayes. 

LIR. GRAVES: Rex Hayes. 

LIR. KUHN: Ralph. 

H. Ji. JR: Odegard? 

MR. ODEGARD: I am still looking for an educational 
director. 

H.M. JR: I can' t hear you. 

MR. ODEGARO: I say I am still looking for an educa­
tional director. Everyone has run out so far . 

H • .U. JR: Do you need a lantern? (Laughter) 
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)(R. ODEG!RD: I need more tban that now; I need 
a shotgun . 

Jm. SUU.IVJN: Give him Dine. (Laughter) 

1.1. 

lllL ODEG.t.RD: I think, howner, I han aaae ground 
for being optimistic now. 

H.M. JR: I can ' t hear you. 

YR. ODEGAilD: I aay, I have acme ground for being 
optimistic that · we will have someone by the middle of 
August. 

H. li.JR: Peter, have you ever looked over an;r .of 
the forty-eight State educational coamiaaianera? 

MR. ODEG!RD: Yea . 

H. JJ. JR: Any one of the forty-eight &Jl1 good? 

l.IR. ODEGARD: We have considered several of th111. 
Moat of the.m are unavailable. It ia ver;r difficult to 
get people. 

H.lLJR: The;r couldn't get leave of absence? 

l.IR. ODEG.t.RD: lo. 

H.M.JR: Han you tried? Did ;rou go to the 
governo~ and ask for leave of absence? 

.L[R. ODEGARD: No, we haven' t tried that . 

H.M. JR: You give me the neae of a good one, 
end I will write the governor and ask the gonrnor to 
give the fellow a leave of absence for a ;rear. 

•Jm. ODEGARD: I prefer to wait on that Wltil we 
see whether or not lo!r. Carr ia going to come . He ia 
going to let me know. He is writing today. Un­
fortunately he is in Los Angeles . 

H.M. JR: Think that over. If Carr doesn ' t work out as 
a good director, pick the carunissioner of education in any 
State, progressive, and I will write the governor and ask 

• 
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him to give him a year ' s leave of absence . That is the 
kind of f ellow you want , isn ' t it? 

· MR. ODEGARD: Yea, someone like that . 

H.Y.JR: Anything else? 

lm. ODEGARD: That 1a all. 

H,loi,JR: Roy? 

l!R. BLOUGH: Not this morning. 

H.!.!. JR: Ted? 

-

JJR. GIDLE: Yea, air, we have five handred and 
twenty-three radio st ations in thia morning . 

H.M. JR: Good. 

l!R. GAMBLE: Two hundred and twenty-nine of them 
are the largest statio~a in the country; thirty- one of 
them are fifty- thousand-watt stations . 

H.J.!. JR: How many? 

MR. GAllBLE: Thirty- one are fifty- thousand-watt 
stations, and two hundred and twenty-nine out of the 
five hundred and twenty- three are the largest stations 
in the country. I think fOU should read some of these 
telegrams that have come in , Thq are '18'l'f interest­
ing. 

H.lJ.JR: I would like to. 

MR. GAMBLE: We hac a call thia morning from the 
people in Baltimore saying they were planning a series 
of full-page newspaper ada, were setting aside special 
programs for leaders in their State, like the govemor 
to have a fifteen-minute program every week, that ia, 
he would be selling bonds - in tereating people in thi a 
bond program, and there are many ingenious suggestions 
in many of these telegrams. I think you should see 
some of them. 
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H.M. JR: I wish ;rou War Bond people Graves and 
his special assistants, would have somethtng for me by 
Monday, if possible, to put into rq talk before the Tax 
Committee - George, you sse - something for me Konday, 
and I hope to get - what I would like to do , if ;rou can 
sell it to me, ·is to ask the COIIIIIIittte to let us ce11tiAue 
for the rest of the year, if I can clear it with the 
Presidmt. 

loiR. GRt.VES: Fiscal year? 

H.W.JR: Calendar year - ~ rest of this calendar 
year. 

1lR. BELL: Why do you aak them? 

H.M, JR: Why? 

MR. BELL: Yes . Aren 1 t we contemplating continuing? 

H,M, JR: I first have to get the President to sa;r 
O.K. I talked with the President toda;r about the War 
Bond situation, and he said there im ' t a day paaaea 
that either Wallace or W.u Perkins doe an 1 t needle tham 
on compulsory savings, which gets back to that thing I 
spoke to Gamble about in New York . We dell' t do couldl 
promotional work here in Washington, ud if you coul4 
b;r any chance have SCIIII thing for me, Ted, by Jlonday--

J.IR. GA11BIE: We will have it. 

H.l!. JR: If ;rou could have something for me by 
Monda;r . You fellows ought to - wba tner spare time 
you have, if you will put your heads together so that 
you can come together - I mean, something like the 
General Motors, onl;r for five minutes instead of for 
half an hour, that I could just tell rq story to the 
President am the rest of t&.e people on War Bonds -
graphic something, but something not - do it in three 
minutes, and it would be tba t much better - but I need 
something. 
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liRS. ICLOTZ : 1•hen are 70U going on the Hill? 

H.ll.JR: Wednead1.7 or 'nlursdt.7. And, 70u see, I 
haven't read Senator George's statement, but he said 
som~~thlng on this thing. 

JlR. SULLIVAN: I know what 11 in the Senator ' s mind 
and the approach that will take care of it. The onlT 
reason the Senator i s interested in compulsory savings 
1a he thinks there should ba wide distribution so that 
there will not be political pressure tor repudiation, 
and I explained to hila that we were getting that wide 
distr ibution through the Pt.T•roll alloblent plan, But 
that is the basis of his interest in it. 

H.ll. JR: Well, if you can, write out something and 
send it in t o Graves, will you? 

·J.IR. SULLIVAN: Yes , sir, I will talk to him. 

H.M. JR: Today? 

JlR. SUWVAN: Yes, sir. 

H.ll. JR: !eything else? 

llR. G.UlBLE: 1'/e have completed this schedule of 
twelve meetings in the Federal Reserve Banks, the labor­
l!lllllagement meetings. The7 han all been set up now. 

H.K. JR: Would you give that schedule t o lolrs. Klotz, . J 
please? 

llR. G.UmLE: I will leave it now. The first meet­
ing ia in Richmond, J~ SO. .All of the men who are 
going to take part in these twelve meetings are going 
to be pr esent at this fir st meeting in Richmond on 
July SO. The next mee t ing is in Atlanta. 
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H, ){,JR: 'Wey am I not invited? 

MR. GAMBLE: I waa going to suggest that you aeleot 
some date here that would be oonvcient for you and 
attend Clle or more of then meetings . 

1m. BELL: Atlanta would like to have you come on 
the eleventh. They called me and asked me if there was 
a ponibility. 

H. K.JR: What I hope to do 1a leave here· on the 
snenth of August , to be gone for one week. That 1a 
tha on]¥ thing I 111 planning. That ia after our next 
financing. We will work that out together. · 

MR. BELL: I told Atlanta that I didn't think you 
could attend on the eleventh. 

L!R . GA){BLE: Nsw York ia on the fourteenth of 
August. 

H.M.JR: Anything else? 

MR. GAMBLE: There were six hundred and sixtf-eight 
cities reported u,r thia morning that they are hav~ng 
theee--

H.K.JR: Tedt let me ask ;you - take six hundred 
and sixty-eight c~tiea, wbat would be - juat a guess, 
a conaervative gueas, see, of what each of those cities 
would sell over and above the usual amount? 

l!R. GAMBLE: Well , if the 1111ount - of course their 
estimates - if fOU discount them fifty percent, we 
ought to sell f1fty million dollars extra on that date. 

H,M,JR: Is that all? 

l!R, GUilll.E: I say if you discount the reports 
that we have in where cities have set quotas for 
themselves. 
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H. l!.JR: But I mean that seema awfully small to 
me . What is the smallest cit;y? 

MR. G.u!BLB: The smallest ci t;y will be a town 
of two hundred or three hundred people . 

H.M. JR: V/ouldn' t the;y be good fo r a milliCil 
dollars? 

MR. G.wBLE: No, sir. 

H.ll. JR: I mean if thia little town Up in NIW 
Jersey did six hundred thousand dollars with twenty­
five thousand populatiCil, wouldn ' t a town of two 
hundred and fifty thousand do a llillion dollars'l 

MR. GJU.VES: Two hundred and fifty- people. 

16 

MR. G.AllBLE: I said these go down into small 
communities, small towns . It is difficult to estimate . 
A cit;y like Boston has pledged thlmaelvea t o ten 
million. I think Boston will sell the ten million ; 
Cincinnati, eight million. 

Those who have set definite quotas for thamselves 
. run well over a hundred million dollars for that day, 

but we have our tongue in our cheek &bolt the amount 
of bonds that they are going to sell - that is, taking 
their optimistic figures . On the other hand, a town 
like Sacramento, CaiHomia, with over a hundred 
thousand people, onl;y set a quota fort hemselves of 
three hundred thousand dollars, and they might well 
do what Vineland1 !lew Jersey, did - I mean, pro­
portionately. V1neland only set some two hundred 
and fifty thousand and sold six hundred and sixt;y- one 
thousand dollars' worth, as I recall the figure, 
on that day. 

H.Y. JR: Anything else? 

MR. G.Alm.E: That is all I hava, sir. 
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H.M. JR: Ferdie? 

14R. KUHN: llr. Secretal'f, Blaer Davia aaw the 
President yeaterda7. Following that Tia1 t I got a 
call frCIII his office s1.7ing tb&t the7 think it 11 Tll'f 
important that the atat-nt on wage pollc7 that uas 
to be cCIIIing should be accCIIIpanied bJ a lot of pub­
licitr about what the Govel'DIIlmt 11 doing to cut down 
on excess profits, to scrutinize tax returns, and to 
renegotiate con tracts. 

Thef understand our fOal tion, tbat the tax bill 
isn't finished and we can t alwaye put out the stu!!, 
but the7 want to p1t it out end the7 have Tel'f good 
facilities !or dolJlg it . I think we ought to give 
tham all the help we can to get the intormation on 
what tne excess profits rates will do. 

H.M.JR: Who is the man that contacts us on that? 

ldR. KUHN: A man named Lubell, who is writing 
moat of their anti-inflation stuff in all fi elds, 
price control, and so em . The man who contacts ua, 
who is responsible to the Treaaurr for Elmer Davia, 
1a Feller, who wants vel'f much to see JOU. llr. Davia 
would like him to see you. 

H.Y.JR: I hear he is quite a fellow. 

. llR. KUHN: QIU te a fellow. But I talked to 
Randolph Paul about this, and ha said he thought it 
was a good idea and that I should ask fOU. 

H.J.! . JR: \'4lat is this Feller's background? 

AIR. KUHN : Yale Law School. He taught at Yale 
Law School. 

H.U. JR: I would like to meet him. 

YR. KUHN : He i s vecy active. 

Regraded Unclassified



18 

- 18 -

H.)(. JR: I han g1 nn b1a two appointaenta, none 
of which be could keep. 

)(R. KUHN : He would like Te'f7 much to come thla 
week, if he can. 

H.M. JR: I could ~~~ him at ten o' clock tOliiOrrow. 

KR. KIJHN: O.K., I will call him. 

H.M. JR: How do 1011 apell Feller? 

MR. ODID!RD: F-e-1-1-e-r. 

H.L!. JR: .Anything elae'l 

lfR. KUHN: Yea. Will that be all right if we 
Jlllke our information nailable to th• for that purpose, 
to get out stories? 

H.J.!.JR: Well, I can't- I can!t gln a snap­
I want Paul--

MR. KUHN: Paul a&TI it ia all right . He aaked 
1111 to· bring it up to TOU• 

H.M. JR: In what fora would :-ou ake it available? 

MR. KUHN: The1would o011e onr here to get 
information as to what exceaa profits rates of varioua 
k.in da would do, and the1 would put it out to the labor 
press, for e:u.mple, to 1how labor that we are re&llT 
getting after corporate profits. 

H.L!.JR: O.K. 

MR. KUHN: I have a liet of about fort1 towna 
in Which these little steel ca=faniea have plants, and 
I think we ought to Jlllke a epee al drive to get them 
in on War Bonds . 
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H.K. JR: Well, you know -who did I talk with 
confidentlall7 about that? 

liR. GRAVES: You tilled to me. 

H.M. JR: Steel - are JOU talldng - oh, that wu 
coal. 

)(R. KUHN: This is the wage increase they got 
this morning. 

H,)(, JR: That is all right. 

I.IR. KUHN: I han those posters you wanted in 
various ciUea . (Posters handed to the Secretaey. ) 

1.9. 

H.K. JR: Just leave tbem here m m:t desk. I bann•t 
got time now. Just leave the. 

MR. KUHN: Lorett~~o Young wants to come in and 
shake hands with you today. 

MRS. KLOTZ : Isn't t~t nice . 

liR. BELL: She baa sold a lot of bonds, hasn't 
she? 

H.K. JR: Would four- thirt7 be too late for her? 

KRS. KLOTZ: Never too late. {Laughter) 

H. ll. JR: Kuhn and Loretta Young. Incidentally, 
why should we p&J somebody to look after her? There 
is a chance for a volunteer . 

MR. SCffi'lARZ: It would be a pleasure . {Laughter) 

MR. KUHN : That is a~. 

m. BUFFINGTON: Purcell is about ready to call 
a meeting, resulting from our last meeting in Mr. · 
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Bell's office. Before doing it I think it miint be 
helpful if you could see him alone for a little bit . 
He has that order drawn! and not in a form that I 
think would be acceptab e to you. 

H. ll.JR: Well next week - Purcell ia another 
one of these ambitious boys with not enough to do. 

MR. BUFFING'roN: There wae nothing in that 
m•orandum of particular inhreat. 

H.li. JR: Gaaves and - how about four o'clock 
Tueadat/ 

lit. BUFFING'roN: I waa going to be away Tueaclq. 

H.ll. JR: I can't do it today or tomorrow. 

)ffi, BUFFING'roN: !11 right, air. 

H.ll.JR: Are you going to be here llonday? 

)o!R, BUFFlNG'roN : Yea, .ir. 

H.ll. JR: llake it tmtatin]¥ Monday. This ia 
tantathe, three o 1 clook - t..ntathe . If he ia going 
to c~ dam juat for that you had better•tell him 
not to. 

IIR. MOO'JO{: I think be 1a usual]¥ here on 
llondq. I will check to be a1re . 

H.)(. JR: inythiog else? 

)(R, BUFFING'roN: No, air. 

ldR. GRAVES: Did you aayyou wanted me at that 
thing? 

H.ll. JR: This? 

lit. GRAVES : Yea. 

20 
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H.Y. JR: No, I was juat looking here - no. 

liR. SULLIVAN: I saw )(r, Bane JesterdaJ. You recall 
he wired, I talked with Ro7 and Harold Grona, and we 
all felt that it would be better not to etart thie 
oollllli ttee until after the etudl h ready, and that will 
be around the fifteenth of September. lie ia preparing 
a letter that he wants to clear with JOU. That letter 
is addressed to the President, suggesting in behalf of 
the Council of State Govel'llllleta tbat suClh a Federal 
o<IDIIlittee be appointed, He wants JOU to help him on 
the mcberahipi the she of the oaami.ttee . He thinks 
fin or ail: wi 1 be enough. That will be the laat of 
the week &DJW&T, and we oen clear it then . 

The CCIIIIIIiuioner hae not been well. He can hardl7 
talk. He is better t oday, but the doctor tells him 
if he doe en 1 t get out in the dry air for a couple of 
weeks tba t he is going to have an awful lot of trouble. 
He wente to leave tonignt . 

Now, ae you know, there are teams from )(r, Blough's 
shop and from the atreau in the field working on thie 
problem of the adequacy of the business equip!lent , office 
maohine17, and the Ccmaisaioner is willing to leave that 
in the hande of Jlr, Cann. Nol'lall knows the Ccaais­
aioner'a attitude1 and we can get him on the t>hCIIe, and 
I think it would be well to :let him leave toru.~t. 

H.M. JR: O.K. 

KR. SULLIVAN : )(r , Kanne, who is the Collector of 
Internal Revenue and the bond administrator from Hawaii, 
is here . I didn't know if you w~ted to see him or 
not . 

H.K. JR: They say he will be here two weeks. 

liR. SUlliVAN : He will be here until the twenty­
seventh, anyway. 
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H.M. JR: No more this week - next week . 

MR. SULLIVAN: Jlr , Taflor asked that we set up a 
procedure lli.thin the Treaauey Department so that if 
there were any State or municipal laws or ordinances 
that were interfering with Treasur,y work we could work 
through that committee to handle the utter. I set up 
a procedure and cleared it with Ed, and I am con­
tanplating sending a manorandum to the head of nery 
bureau in the Treasur,y . I had written a letter to 
Wayne - I didn ' t know whether you wanted it for your 
signature or not - and I made myself the clearing 
agent on that because you asked ma to sit on that 
cOIIIIlittee. 

H.U. JR: Good. 

MR. SULLIV.All: And than on the request of Nelson 
Rockefeller for a clarifying letter on advertising by 
our exporters in South America, I have that ready, 
saying that that type of advertising, protecting the 
future markets, if-aone in reasonable extent -: in 
reasonable amounts and proper proportion to the size 
of the company and their earnings , is quite all right . 
I haven't been able to clear this with Harry. You 
r~ber he raised a point . 

H.K.JR: Harold? 

lm. suu.IVAN: With Harr,y - Harry \ihlte . 

H.Y. JR: Let Kuhn take a look at it. 

l!R. KUHN: Raymond Moley l».s a piece in Newsweek 
praising the Treasur,y's statement on advertising policy. 
He said that it is admirable and very helpful. 

H.M. JR: Who said so? 

m. KUHN : Ra11J1ond !Joley . 

H.U. JR: Oh, Gawd, I am worried! How many lives 
doea one live in one's lifetime? 
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1IRS . KLOTZ: Nine . (Laughter) 

!JR. BELL: That is a cat . (Laughter) 

H.M.JR: What else? 

MR. SULLIVAN : That is all. 

23 

H.M.JR: Fole,y, this is for the record and for 
rou and Fer eign Funds. You 'liA'f or may not be familiar 
with it, but I bad a letter from Judge Le!Dan in .Ubt.nT, 
asking me to forward a request to Foreign Funds permit­
ting the J.D.C. to cOlllllliU1icate with Jewhh refugees in 
ShanghAi. I aabd the Foraign Funds to write a 
memorand11111, which thq did, and, as I re~~ember, the7 
turned me do111 - didn •t turn me down, the7 turned down 
the J .D. C. 

I wasn't satisfied. I asked Sumner Welles to 
look into it. He did look into it and reported back 
that he found that the Treasury was opposed to it, and 
that - leaving the inference, with me at least, that 
the7 might be willing to do sane thing if it wasn't for 
the Treasuey. So I said I would have our people get 
in touch with Pehle. I found Pehle was out of town. 
I , talked with Schmidt and told him we should go into 
this thing and look into it . 

The I got to thinking about it . I sort or· found 
Dlfael! in th8 poai tion that I said I never would be in, 
sort of pleadiilg a case before mT own court. I called 
up Jud£e Lebman md said that here I ~as, having 
decided this thing f inallf, and I was pleading a 
•reoial case before the Treasuey and m7aelf, a posi-
t on I said I never would put m,sel! in , particularl)' 
these cases - the Jewish refugees . I asked Foreign 
Funds to handle them without me. He said 1111 position 
was entirely correct and he understood it perfectly. 

So in view of that, I think I am 'going to tell 
Welles the same thing. I am going to call him up. 
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But you - and I am going to aak Jllo. 8111, 10 lMI 
can sit in m this thing - and Forelp hilda - thq 
had better decide it on the merlta. 

24 

MR. FOLEY: I r111cber the incident, and I talked 
to John Pehle. 

H.M. JR: But I would like Kr. Bell to sit in Cll 

it . After you come to a conclusion, let 118 kn01r. 

I did sq this to Schmidt, "Use 70ur heart a 
little bit don 't han it all head•, but I aort of 
found mTaeif, for once, letting mT emotions run a.., 
with •• 

So you boys will juat ban to consider it. I 
explained to the Judge thet we han had the case of 
the ~akers and the Occupied and Unoccupied France, 
and the case of 1he Vatican about sandlilg money into 
Gennany, and all these caees, and 10 far we haven't 
bent ·on any of them. 

llR. FOLEf: · That h rifht. This ie a COIII!Iunica­
tion to occupied terri tory hat they want to send. 
John takee 1:he position that if we pel'mit this com­
municatiCil to be smt there that we will han eetab­
lished a precedent that will lead to a granting of 
other requests of a eimilar ohal'acter, and he ao.an •t 
think that that would be wiae. 

H.M.JR: Well, ae I eq, it ie eetting a 
precedent. I al-.ye eaid frill the dqe of Professor -
what h his Dille, of Columbia? 

MR. FOLEY: Chambers .• 

H.M.JR: Chamberlain - I ahraye personal.lT kept 
out of it, but these things juet make you sick to 
your st<~~~ach . 

J.!R. BELL: Isn' t the Red Cross doing tbat througb 
the international organization? 
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YR. FOLEY: Yea, they are, but they are the 
only ones . 

MRS. KLOTZ : Wlcy" should they be an exception? 

MR. Fom·: They have been t be <Ilea that have 
been singled out by the State Department as the sole 
agonoy. 

l!R, BEU.: They have treaties, too - there are 
treaties involved. 

H. ll. JR: Well, anyway, look into it and handle 
it for me, will you? 

liR. FOLEY: Yes. 

H.li.JR: \till you c011111unicate that to Foreign 
Funds, what I said here? 

liR. FOLEY : Yes . 

In view of the articles that appeared in Tho 
Newa over Martha Strayer ' s by-line about me last week 
I would lllco to read, with your permiuion, to the 
group here a letter that I got !rem tho local draft 
board. 

•o.ar llr. Folo;y: 

•I have read two newspaper releases to 
the regular 1118eting o! our Draft Board concerning 
your oaae and have been instructed to advise you 
that you were classified in 2-i by our Board on 
the above date without claim by ;you, your 
tmployer, or by anyone· else, for occupational 
deferment. 

"The statements in the above-referred to 
newspaper releases are not accurate, and they 
are d81iled by this Board. 

25 
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"For your informationt you are advised 
that it was the judgmmt or our Board that 
you,_ haTing been appointed b,r the Presidmt 
of ~ United States and confil'lled b7 the 
Senate far a responsible po1ition vital to 
the war effort, that the lnhr11t of the 
oountry would be better aernd b7 so 
clauifying 70u. Thil 1a a function of the 
Draft Board. 

Very trul7 ;rours, 

Chainun.• 

H. ll.JR1 That is very fine . I am delighted. 

26 

JlR. FOLEY: I han a letter fr.CIIl Shields, Robert H. 
Shields, who is the solicitor of the Agricultural 
Departmt~.~t . He ~· that he would like . to tender a 
position to Donald Sherbondy. Sherbondy is one of 
our law,yers in Foreign Funds getting sixty-five hundred 
dollars. 

I have talked w1 th Sherbondy and he wants to go. 
Shields wants to make hill J.uooiate Solicitor. Th., 
bavt reorganised their ltnl dirlsion over there along 
the linea that we han pa{temed ours after, md thi• 
job will p&T him eight thousand dollars. He 1a anxioUI 
t o take it. 

I think, after talking to him, in faimeaa to 
him, I should tell Shields he can go. 

H.li. JR: O.K. 

MR. FOLEY: You asked me to find ou't about that 
plan up in S7racuse . Here is a letter from Father 
Ryan. (Letter dated July 13, 1942, frCIII Father Rfan, 
handed to the Secretary. ) 
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H.K.JR: Talking ot Father R.nn, when aa I going 
to get tbe report on Bishop Shielae • complaint? 

JIR. GIU.VXS: That, 70u rc•ber, wae taken onr 
b7 )(r. Gt.Bton, who has uaigned it to llr. Harne;r; end 
:Mr. Harn17, I happen to know, 1a working en it. 

H.ll. JR: Well 1 will fOU tell him I am getting a 
litUe impatient. It can t tak~ ao terriblj long. 

JIR. GIU.VES: Yea . 

llr . Secret&J7, fOU recall ea;ring tlat 7ou wanted 
to ne 111 and 117 group nut Jlondq . Do fOU want to 
put that do111 !or a partioular hour'l 

B.K.JR: I am indefinite about lfonda;r, but when 
1011 go out tell Stephce tbat the first appointment I 
give will be to 7our group. 

}JR. GIU.VES: Thank fOU. 

27 
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.lulv 16, 1942 

this WI tl• you w111m 1 see George . 

. . 

' 
I. 

' 
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WAR PRODUCTION BOARD 
WASHINGTON, D. C • 

Jul,r u , 1942 

I .. 8110losing a COPT ot the ruu text 

of the releue in wbich the Director• of the 

S..Uer w.r Plants Corporation were &Mottnoed. 

I felt 1111re ;rou would probabl7 ba intereoted in 

thia atateaent. 

SincerelY yaura, 

LPl. 
Donald 11. llelaon 

'!be Honorable 
'!be Secretary of the Trea&Ur7 
TreUUl")' Depe.rtillent 
W..ahington, D. C. 

~ • , I 
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lor S42URDAX MORIINO Paporo, July 11, 1942 l'PB-1513 

. 
WAR P.BODUctiON BOJ.RI) 

lloD&ld 11. Jeloon, Chal....., ot the liar Prodnotlon Board, t~ .-MOWIOed 
. I 

appointaent of a ,board of director• for the Smaller liar Plante Corporation, follow. 
I 

i~ p&IIICI by Co~rlll of lecio~tion proTidi~ tor eatablie~nt of \be 
• , j • . ' 

Lou J , Bollall4 of ~ ... City, Mo., who will alao .. ,. ... ao Deput7 Cbai....., on 
llooaller liar Planh, War Procll>ctio1r Soardr ia liRe wUll the Co~e .. l oaal proThioa 
for ~intaeat of ..,;,h U otflo'lal to -.lei IUJ!Ye71 .all4 ota4iu of the IIU' ·produo.! 
Uon tao1lit1ee of ~ler plaJita, 11..,4 ot t~ Double .Bot..,. Sprl~ll' Coi'PO.ral;iq;~ .... _ 
aad of the Bollall4 CorporaUoa, Mr. Bolland b&o oerTed u pruidant of the l:aiUo•• 
City Cliuber of ao-roa aD4 .. pJOniden\ of the .t.eeoc~ated UiYCrtill~ Clube of "' 
World; aore receaUy, he baa lleen preoi<leat of lli4.-Ce~~tr'al .t.eo?ciate<i Defenll 
Induotriu , l ao., a pool of 32 c!'tiCe rne orJ&lliled ta J ul7, 1941, t o op...-. ,..r 
work. Thlo 1o roportect to t.pe be6n the f irot pool \ o «" a IIU' procll>cUoa 
cont ract. 

Jamee 1'. Bowt~ton of LoutaY1ll e, zt. , elnce Sept,' 1941 dietrict D&A~C~r of 
WPB f i el d office in LouieTille. rrom 1930 - 1941 he wa• a vic ... prooidont of 't. 

·~•r~Jcer'Corporatlon ot 'LouieTi1le, aaautaot~roro of f orced. ateel fillinge tor 
welded pipi~. , ., · 

• 
.. 

Williaa 8. Shipley of York, PenneylTaaia; chairman ot t he Bo~rd ot the York Jc 
Mac~inery Corporation, and pat\-preeldent of the .t..erioaa Society of Befr1Jer ati"4 

. z. ... i . ..,olrl and the York !Wlutaet .. rera .t.eaooiaUoa . Be wa• i. 8ovlb« opirU in the 
•tori< Pl aa1 , one of the pionkr war Wl'lcl J19.0ll i n the !JnitM S~t....: 

• 
Albert II. Carter of l!urpl\nboro, Ill.·, director ud put-preei411lt ot the rtre 

laUonal 1lull: of lltJ%"p~lSOro. <le· 11 'PrUl~nt ot. a Mall coepaay which IliA• . 
kaolin, near .t.zma, 111; iie aerved ae .Uahta:>t lll>ate .t.DdHor in llli.Joo1e froa 
19~1940. Mr. Carter ic peat-preet4ent of the *'-rphylboru Cllaal>or of eo-roe .-d. 
of the Bota ey Club and 1e a fonoer IlHnoil St ate co-dor ·or the~ J.ecioa, 

' T • l • • ... , 

Salluel Abbot Smith, of Boston, pudd.e:tt of ~he 1'boue SirallaD · Ooapaajr of 
Chilli&, 11&11. 1'h11 concern, witt 'fhich he hae '•:>•nt b1o entire btUinlll car11r, 
III&Dnfactureo wall paper,·: ft ha• 96. ""'Pl oyua , Ill'. Sllitb ie Tic ... prllid.ent of the 
Small.er Budneoo Men'• Allbciation of )lev in«'lall4~ ·' .. 

• ~ • • I t. \• 

In announci~ tbe'oe appoint .. nU,~r . »>•~•on 1ooued. the tollovi~ ~tatemen\1 

•wtth thii leciel&tlon and throuch the newly c reated. corporation, addit ional 
emaller aanutec\uri~ ·p lan \I tn tbi' coun•I'J' can b' lil"oucht into · war and other . 
n11nua; proaji-Cuon. . · · 

•lie ~ ... ,Cine t o do -all' -tll.at :,. can to brine into t he\ 1<1114 of pr<><iucUon u 
many eore eaall plant• ti poeeiblel · In. thie tiold, I belieTe- that tbo corporation 
will be ueaf ul and will pro..lde- u etfecHTI approach . fhe .... appointed •• 

; ...... 
(OlD) 

' 
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• 
directors are cocplete}¥ &Yt'Pathetic to the purposee of t he l eg1elat1on pa ued br l 
Colll!reu. llherenr the converaion of an¥ plant vill effecti ve}¥ i ncreaae the IUPPlJ 
of euanUal goode which muat '!>e )IIA4e Ull4er our war prograll, we .will do all that , 1 

• • , 1 

can to effec t thet convereion. 
• 1 .. 0. 

•t beli eve thet the greatelt uaefulneae 
ita op&rotiona aloD8 theee lin! ll 

of 'thie Corporation will be found tn 
. . 

•1. By effective and peraiatent work to confine the manufacture o~ rel&tb,e}f 
etmple wnr items to the smaller tactortee, uaing the facilitiea of lArge plant• 
exclue ivel~ to make those complicated and difftcul~ it~ma w4ich cannot be ~· in 
t he amnll plante. · ' 

' 
•:a. By "' veey ( rant mention of au'b-.contraoHog, bot!i through the . Ul41 ;ot pooh 

al\d tht'o~~&h auch grnter e.pheah on the tarainc-llu• ot ll&nutacture ot bih all4 
pi tcoe by l arge corporit.lona which bold prl.lle co~traoh. 

•a. BY the converaion ot eaall plant a to eiaential civilian production. In 
' out' nr progra11 we caADOt aalce a aherp dht.lncUon between •11UaJ7. ap4 c~vilian 

productioa; the d1at1nction rather ia between goode which .uat be produced in a 
to~al war acODOIIIT, and goode which aucb an econOIIIT can get aloag vithout. I u 
convinced t hat a aubatantial number of amall planta whoae preaant product1o!l it aol 
eaaantial to our war econo~ can be axtra~ely ueeful in the production of other 
kinde of goode. ·•• 

· · .•Some worlt hu &lre!Uiy been done along all of theee .linea, ot couree. llov, 1 
however, tor the firat time it will be poeaibla to proeecute a broad, etfectiva, 
wall-integrated campaign in thia direction. · 

. . 
"'l'he s.AUer V~r. Pli.nta Corporat ion baa a Cflnitalhat1on ot $150,~,000. h 

hea the power to accept prime contract• !rom war procurement agenciee. lt can take 
theae prime contracti And eplit them up, ~ontracting with small bueinell firM 
f or t he production of colq,onent parte. It ... 111 be &ble to deal effecthel¥ with 
poole,, not o* becauae it c&n ttul! taka theee prb:le contract., but al,ao bec&llll 
l t ou help pro.ide tbe pool• vith engineering and financial aaehtai>ce, can help 
aaAU!acturera to rehabilitate old aachiner,, and in certain caaee II&T be able to 
belp IIUufaoturere acquire rttall7 needed new aachineey. 

"ODder able aa4 energetic direction, the Corporation I am confident will P'~ 
fol'll an fx\r111el7 1,l8etul function. 

•we 1111a't not, ''or · courae, eXpect tbie Corporation or ~be legial&Uon )lDder vhlcl 
it Will operate to be a panacea which will aclve all of tpe problema ot ~all 
buaineaaaen. It le untortunAtel7 very likely th&t the number of emall buaine•• 
f ire• wlllcll, we can help l n tll.ie war vill be ~ller than the number ve c~t helP· 

•ve are. f~Unc a war, aa4 the liar Production Boar!\ 1e a . war aganoy. ,. tar 
aa 'he plae .. ent of war ardara 1a oqncenae6, the controlling tac~or iluat be tbe 
ability of the manufacturer to deliver what the Army and Navy want, at' tbe tiae ~ 
the Araf and llavy want it, and according to tba Serricea' epeeiticatione. Vhe(.,. 

ll.a" lP:- .tiM .. a.allft' Yaz: Plate Corport\Joa la a Mcballlaa to help ue increaee tbl"') 
tot.l .taantit' of eaaentlal goode needed in tll.lt war. ratber than a relit! acenCT• 
It it tbouid uatortunatel7 davelQP \hat ou\r1fh\ relief aeaauree' tor amall bu•~·· 
are necea111ry, it w at be realised that a mecbaniam other than the s.eaner War 
Plante Corporation muet be found f or eutnding auc h relief . 
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•The aen •elected tor the Directorate ot the Corporatlon ,are .. 0 r .. t liar with 
the emall bulinell tield, men who are thorouchl¥ aware ot the need tor enabliQC 
anll bulinell to plaT ita full part in the var etton. Ve ate coiDC into tbia Job 
vith tbl d.lte,.inaUon to -.ke tbia new aaeh1M1'7 vorlt. I bellpa that ve ahall 
get excellent re1ulta. 

' •The War Production Board nov baa local otticaa in 112 aanutacturiac center• 
throughout the United State1, and regional ott~c•• in San lranci1oo, Seatt le, 
Denver, Kanl&l City, Dallae, Chicago, Dltrcit, MlDDIIPOlie, ClPeland, Boeton, 
Philacielphie, New York City and Atlanta. In a Yl1'7 1hort time thl•• ottioee will be 
staffed and ready to handle the probleme ot lll&ller plantl, and our operation• on 
th1a tront will be handled almoat entirelT on a decentraliaed b&lie. Inquirlel 
should be directed t o th11e officii rather than t o WuhiQCton, and aanutaoturere 
ah~uld plan to Ylal t them, or to 11nd t heir repreeentatiYel to th .. , rather than 
coo1nc to Wa•hinstcn. • 

• 

• 

- ... . - ·- ·· ·- -·-- -~ -· ..... _ - .. 
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TREASURY DEPARTMENT 

INTIEII Ol'l'ICIE COMMUNICATION 

DAft JUll 119C2 

To Secreh.rr llora•thaa 

,,.oM llr. Foley 

In accordance wi•h •he ex1•'1Da 1D••ruo•1oae, 

there ia eubai,ted herewi•h a .aaaary report of act1Y1,1ee 

and accoapliahaenta carried on by the Leaal Staff for the 

month of Kar 1942. 

At ta.ohaent .• 

'I l .,, 

.. . . 
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SUKMARY REPORT OR ACTIVITIES AND ACCOKPLISHKIITS 
II THI OFFICI Of TBI GIIIR!L OOUISIL 

114!. 1942. 

The following aattere received attention in the 

Office of the Chief Oouaeel fer the Bureau. of IDhrnal -Rennue: 

1. Andereon. Olvton & Ooapw. l&rly thie year 

aettleaent negotiation• in thie caee were broken off 

and it waa re-eet for hearing before the Board of Tax 

Appeale, The propoeed deficiency in tax wae in ex­

ceee of $6,200,000. and involved the application of 

the taxing provieione of eection 104 of the Reven~e 

Act of 1932, to the undue accuaulatione of earnina• 

and profita to avoid iapoeition of eurtuea on the 

corporation'• eh&reholdere. A eettleaent of the caae 

hae now been agreed upon which will net the Qovemaent, 

in round figuree, $4,000,000. This will obtta•e the 

neoeeaity of a trial which 11ight have continued over 

a period of aonthe and in which there were certain 

issues of firet iapression and of controversial 

nature, 

2. Peter B. Krne. Peter B. Kyne, author of , 
aany beat aellere, including Cappy Ricke, Kindred 

of the Duet, the Pride of Paloaar, The Go-Getter, 

lever the Twain Shall Keet, and Coaradea of the 
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Stora, hae reached an agreeaent with the Bureau of 
Internal BeYenue, whereby the Bureau h&8 acreed to 
accept $3,500. in pqaent of $33,~.65 in deliaqunt 
taxes, conrin& the years 1922, aud 1929 to 1936. 
Mr. Xyne, who haa been ill, hu not produced auy 
work of coneequenoe in oYer ten yeare. The Bureau 
accepted hie offer becauee of hie coaplete inability 
t o p~ a greater eua aud becauae it waa deeaed not 
likely that Kr. lyne'e earning ability could be 
reet ored t o that of the c:ta.ye when he wu paid u 
auch ae $5,000 for a eingle etory, Mr. lyne, in 
hie etateaent to the Bureau, eald: 

•• certain qu~lity of robultneaa and 
joyoue huaor aade ay·work popular once 
~ut I can aot be ioyoue or huaoroue or 
robuat when I ~ n alaolt conetant pain. 
I can not be !.any in a worlc:t gone a&d. 
I will be 60 yeare old on ay next birth­
day anc:t I aa not eufficiently optiaietic 
t o think tllat I ooulc:t poelibly In the few 
I eare I aa;r with good luck eunhe, look 
orward nen w1 th reaote eon! idence t o 

paying ay obligatione.• 
3. Park & Tilford, et al• Park & Tilford anc:t 

othera ·(ineluding D.!, Schulte, Inc. ) were tranefereee 
of certain traneaotione in 1933 lnYOlYing eale of 
properties t o Jational Dietillere Product s Cor porat ion. 
In 1939 the Acting Secretary approyed a foraula of 
aettl eaent of tax claiae for 1933 in the Schult e 77B 
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reorauisaUon. IJDCS.r ihe !oraula the p.,aent o! 

$350,000 would rele&8e and ouoel all claiae aaa1Dei 

Schulte ae a irana!eree aa well ae oeriain perceniaae• 

o! total tax claiae aaainai ceriain trana!erore in-

volved in ihe 1933 aale; Applyin, the !oraula to 

Park & fil!ord and other irana!ereea, it baa been 

found that ihe iotal tax Uabili ty due would be 

$679,652. !be Coaaieeioner baa deoi•ed to aettle 

the entire aatter on the caah p.,aent o! $600,000 

within thirty d&Je, thua diapoaina o! eiziy Board 

caaee. !hie eettleaent ie in line wiih the relief 

given in the coaparable Michigan Steel Corporation caae, 

but here no deduction will be allowed to uy trane!eree !or 

any part o! the p.,aent aade aa contri .. Uon or inter-

eat or on any other ground. Jo 1Dtereat ie to be 

aeeeeeed or collected on the $600,000 luap eua, &Dd 

no part o! the p.,a•t 1e to be eub~ ect to refund. 

4. !u lvaaion a! Berberi Glaar••p. Glaaeaaa, 

President o! the Sun Cab Ooapaay, Baltiaore, ldward 

Ostrow, !reaaurer o! the 8wl Cab Ooapuy, and Joaeph 

Zucker, accountant and inatruotor in accountancy at 

BenJaain Franklin Univereity 1D Waahington, were 

indicted eoae tiae aao in connection with the evaeion 

o! incoae taxee approxiaaUna $50,000 1n the yeare 
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1934 to 1938. On Kay 20, 1942, G1aeaaan wu con­

Yicted in Baltiaore on a fiYe-couat indictaentiDd 

Zucker waa oonYioted of aidiD& aad &bettina. Oatrow•a 

caae haa not aa yet beea tried. !he chief point of 

eYaaion waa that 1Dooae frea rebate• on aaadline aold 

to taxicab driYere had not been reported, ae waa alto 

the cue of rebate• on the purohaee of new autoaobilea; 

alao 1Dnlnd waa the non-reporUq of 1Dooae froa 1D­

euraace ooui11ione ud troa the tale ot ueed. care. 

5. 8gggeatt4 JtOiprocal freataept of lDCO!f fl! 

OD roreigptrl bY the United ltatel and Kexico. !he 

State Departaent traneaitte4 a tranalation of a note 

froa the Kexican .Aabaaaaclor 1D which it n.a atated 

t hat Kexico iapoaea an iaooae tax on foreianere only 

upon inccae dtrlY .. •froa aourcea of wealth or bulineee 

t raneacte4 1D Ktxioan hrri tory. • ud the .Aabaaeador 

euageata that a atu4y be aade of the poaeibility of 

granting reciprocity inaofar ae the United. Statee ie 

concerned. !he Chief Oounael'a Office hae eubaitt ed 

•Uiieltiona for reply to tbe effect that it would be 

undeeir&ble to enter into negotiatione which would be 

restricted eolely to thie aatter, and etating 1D t he 

eYent, howeYer, that Kexico ehould wieh to enter into 

negotiation• looking toward a treaty or conv~tion 
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haYina a broader eoope conoeraing incoae tuaUon. re­

preaentationa to that effect would be faYorably received 

by the !reuury Departaent. 

6. Betpd of !ax Paid. op rtr11 pd Mea. ID 

connection with the plan of the Office of Price .&daia­

iatratioa for reaciDdinl aalee of all tire• and tubee 

reaaillina 1D the llaade of dealere &ad ~obbere, aDd tile 

reiabureeaent by the aanutacturer of the purchale price 

plue handling chargee 1D011rred by the dealer or ~obber, 

the Ohi~f Oouneel' a Office IPProved a propcaed letter 

!roa the Coaaieeioner to the lubber Kanutacturera• 

Aasociation. whereby i t ia propoaed to aake proapt re­

fund to the aanutacturera of 95 percent of the aalea 

tax paid on euch reacinded aal11 (without iDtareat ) 

and to retain 5 percent aa a protection to the Govern­

aent against p~aeible errore. 

7. Propgaed. JdcliUo.p to BentruptCI Act to Oonr 

Voluntarx Wuauent o! lailroad ObUaaUona. !he 

Reorganisation Section atudied the propoaed addition to 

the Ba.Dkruptcy Act o! Ohaphr IT on the lub~ ect of 

"Voluntary A~ustaent of Railroad Obligations.• Several 

suggeetione were aade for pr-otecting the United Statee 

in proceedings authorised under the propoaed aaendaent. 

The auggeetione, with .upporting data. were presented 
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by t he !reaeury to the Special 8ubcouittee on 

Bankruptcy and Reoxganisation of the Oouittee on 

the Judiciary of the Bouee of RepreeentatiTee. 

SeTeral of the euageetione ha•e been approTed while 

othere ha•e been eliainated. !hoee which are not 

approYed by the Subcouittee will be eubaitted to 

40 

the proper couittee in the Senate when ite heartnae 

on tll.e bill are held. !he aa,1or ohanae in the uud­

aent whicn waa appr~Ted by the Bouee Coaaittee iDYOlTtd 

the eliaination of that portion of the Act which pro­

vided that no inooae would be deeatd to be realised 

by reaaon of the aodif1~ation or cancelation of in­

debtedneee of a petitioner under the Act. 

8. l!t&blithaent of Olaiae DiTition. During the 

aonth, the Reorganisation, Bankruptcy and Recei•ere~ip 

Section and the Ooaproaiee Section, which eectione had 

preYiouely functioned directly under the Chief Oouneel, 

and the Proceeeing !ax Section of the Appeale DiTieion, 

were coneolidattd in a new diT1e1on dee~ted aa the 

Olaiae D1v1tion. 

The following work wae done under the euperY1tion 

ot Aaeietant General Oouneel Caime: 

9. roreign-!r&dt Zonee. Two aeetinge of the 
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Ooaaitteo of Al ternate• of the roreign-frade Zonae 
Board, attended by Kr. Ohaabere as the Secretary'• 
representatiTe, were held during Ia, to consider 
applications for peraieeion to eet&blieh sone1 at 
Houston, fexaa, and Jersey Oity, lew Jereey. fhe 
Houeton appl ication wae found to coaply IUbetantially 
with t he f oraal requireaente of the Board, and arrqs­
aent s were aacle for a public hearing at Jlouetcm, ae 
t he next step in the UIU&l procedure for deterainiq 
whether the sone should be establiahed. fhe applic~ 
tion for a sone at Jersey City did not coaply with 
the Board'• requireaente, but the petitioner, the 
lestern Heaiephere Corporation, wae granted further 
tiae t o perfect the application. 

10. Refunds of Dutiea on Iaportatione. A letter 
to t he Coaptroller General wae prepared by leeere. 
Ohaeber• and lolf of t hia office in collabOration with 
officiala of the Burean of Cuetoae and the freaeury 
Departamt, pertaining t o a caee wherein the General 
AcoounUng Offic·e had queationed refunds of dutiee 
on iaportatione of sine concentrate•. fhe letter 
stat ed the poeition of the Departaent, that officer• 
of t he General Accounting Office haTe no authority 
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to review deterainationa of collectors of cuatoas 
with respect t o quantity of iaportsd aarchandise or 
to aake disallowances in accounts of collectors 
although, in the judga~nt of the officers of the 
General Accounting Office, the deterainationa of 
the collectors are not in accord with law. The 
conclusion was baaed upon the provision in section 
514 of the Tariff Act of 1930 (U.s.o . • title 19, 
sec. 1514), that such deterainationa of collectors 
are "final and conclusive upon all persona (including 
the United States and any officer thereof)". and 
opinions of the Attorney General. 

11. LiabilitY of Oar Owners Participating in 
Transportation Sharing Plan. !n opinion addressed 
to Mr. Thoapaon. which was prepared by Keaars . Keyer 

I 

and Blakeaan, and signed on Kay 14, 1942, diacuased 
the liability of the driver to hie guests when acci­
dent occurs or suit i a brought i n Karyland, Virginia, 
or the District of Ooluabia. If accident occurred 
in Virginia, driver ia by statute liable only for 
groaa negligence. Right of personal represent at ives 
to recover for pain and suffering and for wrongful 
deathdlacuaaed. It ia concluded that participants 
in the Transportation Sharing Plan probably aay 
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execute a valid releaae to the driver covering 

ordinary negligence. 

43 

12. ltfect of Ooldetein and Ooldaan Ouee on 

Departaent Policy re Wire Tapping and Uee of Qon­

oealed Listening Devicee. !n opinion addressed t o 

Kr. Gaston, which waa prepared by Keaars. reidler, 

Gilmore, and Bllkeaan, and signed on Kay 15, 1942, 

analyzed two opinions announced by United State• 

Supreae Court on April 2?, 1942. (1) Goldaan caee 

involved •datectaphone•, aay open way for coaplete 

recording of telephone conversation, and hence re­

quires modification of OP. No. 445, June 28, 1940, 

to Kr. Irey; (2) GQld!tein case validates testiaony 

"induced• by wire-tapping; (3) GQldaan case specifi­

cally reaffiru Olaete&d case, and holcb t hat use 

of detectaphona ia not an unreaeonable eearch and 

seizure. 

13. Production of Qpiua Poppiat. The Collector 

of Internal Revenue at Portland, Oregon, received 

three applications for registration in Olaas 1 under 

the Federal narcotic law ae producers of poppy seeds. 

The co .. iaaioner of larcotica, upon the advice of 

this office, iaauad instructions that such registra­

tion was not requi red for the purpose of producing 

poppy seed. 

Regraded Unclassified



!1.4 

- 10 -

Later, the !ttorney General o! Oregon rendered 

an opinion holding that, under the Or egon narcotic 

law, no person could produce opiua poppies ! or any 

pur poee without !iret s ecuring a license !ro• the 

Departaent o! Health. This opinion reversed a ! or­

aer opinion. Koreover, the Narcotics Bureau has 

been given to understand that the State Depart•ent o! 

Health will not issue any such licensee . 

14. Use o! Governaent Patents. There was sub­

mitted t o Kr . Cairns a aeaorandua addressed to 

Mr. Lavender !roa Dr. V. Bueh o! the OSRD on the sub­

ject o! i ssuing licensee t o private aanu!acturere, 

under a government patent, !or aanu!aoturing an appa­

ratus !or drying blood plasma. Thi1 aeaorandua was 

given consid1ration in the light o! Treasury Depart­

aent exper i ence with a s i•ilar prospective licensing 

agree•ent !or the •anutacture and eale o! the sub­

stance Kethyldihydro•orphinone for which a patent i 1 

held by the Secretary o! the Treasury. In both case• 

there exists a necessity for allowance t o the patent 

licensee o! certain research and develop•ent expen­

ses r ecouped !rom sales, and the question ie involved 

whether a governaent officer can i1sue a license un­

der such a patent that wi l l not be r evocable at will. 

In considering the Kethyldihydroaorphinone case, the 
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conclulion wu reached tbat under an opinion of ille 
Attorney General, an irreTooable lioenae could not 
be iaaued by the Secretary of the freuury in the ab­
aence of apecial enabling l*aialation. A letter to 
Dr. Buah was prepared by thie office couunicaU111 
thia inforaation. 

The following work waa clone under the aupeniaion 
of Alliatant General Oounael Bernard: 

15. Interdepartaental Oouittee on InTeatiga­
tion (for deacription aee April 1942 report. itea 25). 
Mr. Spingarn, who hae been helping Mr. Gaston in 
connection with hie work on thia Oomaittee, repre­
aented the Treaeury Departaent at the regular aeetilll 
of the Oouittee on Kay 5. Kr. Sp1111arn alao pre­
pared a draft of a letter for Kr. Gaeton'a signature 
to Mr. ldwin D. Dickinson, lxecutiTe Secretary of 
the Oouittee, acknowlec1gilll a letter which outlined 
what the couittee was prepared to do in ita field, 
and briefly advising Mr. Dictinaon of the Treasury'• 
own procedures in connection with the handling of un­
Aaerican activity case a. At Kr. Galton 'e requeat, 
Kr .• Bernard attended a aeet1111 of thia Oouittee on 
May 26 in Mr. Dickinaon'a offi ce. 
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16. Board of Leg&l lxaainert (for detcriptlop 
' I 

eee Julx 1941 report. itea 15). Kr. Bernard, ae 
alternate for Kr. Joley, attended aeetinge of the 
Boerd of 1.egal luainere on K91 9 and 19. Be eat on 
the lxaaining Ooaaittee of the Board on Kay 13, 15, 
and 30. Three applicante (attorneye) were exaained. 
Kr. Shea of thie office also attended a meeting of 
the lxaaining Coamittee on Kay 29. 

17. Trapefer of Proceaaing Tax Board functione (for 
deecription eee April 1942 report. itea 24). In con­
nection with the propoeed tranefer of the functione 
of the P~oceeei~g Tax Board to the Board of Tax Ap­
peals, this office aade a study of the scope of the 
proviso 1n Title I of the Firat Jar Powere !ct, 1941, 
relative to the tranefer of functione, •that the 
authority by thie Title granted ehall be exercised 
only in ~ttera relating to the conduct of the pre-
sent war," and concluded that thie limitation doee 
not preclude the tranefer. 

18. Qonf1iot1ng Olai!a Bill. H.R. §442. On 
Kay 22, 1942, Kr. Bernard appeared before a aub­
ooaaittee of the Houee Ooaaittee on the Judiciary 
and testified in favor of B.R. 6442, a Bill to pro­
vide for the orderly payaent of conflicting claiae 
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and deaanda against the United States, and ! or other 

purpoeea . He was accoapanied by Mr. Shea. A draft 

ot a coaaittee report recoaaending paaaaae o! the 

bill was prepared in thie o!!ic• and eent to the 

Clerk o! the Judiciary oo .. ittee. !leo a nuaber of 

aeaoranda containing !actual and background aaterial 

on thi e bill were prepared in t hia office. 

19. Return o! !aailiea o! Treaauri eaploreea 

!roa Hawaii (!or description see April 1942 report . 

itea 31). Thia office prepared a aeaorandua on 

evacuation o! dependents o! Tr easury officers and 

eaployeea !roa Hawaii or other outlying areas. It 

was conc luded therein that no clear authority exists 

tor paying expenses o! such evacuation, but it i s 

possible that certain exist ing !unde could be used 

i! the eaergency were acute. 

20, Maloney Aaendaent to S. 2250 (!or descrip­

tion see April 194? report. itsa 33) . This bill, to 

create a Saaller War Plante Corporation, aa i t passed 

the Senate, contained an aaendaent by Senator Maloney 

in Section 4(e) which was unsatiefactory to the 

Treasury because it limited the authority of the Sec­

retary o! the Treasury with respect to designation 

ot Governaent depositaries. In the bill, as reported 

to the House on May 13, the Kaloney amendment was 
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deleted and language which we proposed was incorpo­

rated in Section 4le) and in a new Section 9. Sec-
• tion 9, if it ie enacted, will accoaplieh auch that 

we sought to accoaplieh by our proposed "Gonrnaent 

Depositary !ct of 1941 . " 

ll8 

21. Hatiopal Housing ict - provieione for 

insurance payaente in caeh. · Mr. Shea of this office 

rewrote a draft of a bill to provide (1) for the 

aaking of aortgage insurance payaente in caah in 

lieu of debentures, and (2) for the borrowing of 

aoney froa the Secretary of the Treasury when funda 

of the Houeing Adainiatrator are inaufficient to 

aake such payaents, which draft wae received froa 

Kr. Bovard, General Counsel, Federal Housing !dain­

ietration. 

22. Treaeurr Decieion - ta!ehilitr of dividendi , 

in exaaination of a proposed Treaeury deciaion, 

aaending existing regulation• eo ae to provide for 

the taxation of dividend• or gain !roa ehares of atoct 

of Federal inetruaentalities in accordance with the 

provieione o! the Public Debt Act of 1942, was aade 

by Mr. Shea of thie office. 

23. Ca!ateria in Treasury Building. The Chief 

Clerk raised the question of the Secretary's authority 

to grant a license to operate a cafet eria in the Kain 
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Treasury Building. It was suggested that the Pub­

lic Building• Adainietration, exclusively, hal the 

space allotment function. A aemorandua wae prepared 

by Kr. Rupert of thie office concluding that, al­

though the aatter ie not entirely free f roa doubt, 

the Secretary doee have the authority to grant eucb 

a licenee. 

24. Ooapensation pay!ble to per dip Pploreee. 

In reeponee to queetione preeented by Kr. Charles Bell, 

thie office prepared (1) a aeaorandua concluding that 

where we are paying a per diea eaployee at the rate 

of $22 .22, and on Konday he worke ten hours and on 

the following daJ only eix houre, eucb eaployee 

would be entitled to only one day's pay for the ten 

houre worked on Konday and three-fourths of a day'e 

pay for eix hours worked on Tueeday; and (2) a aea­

orandua concluding that the baeie on which a per diea 

eaployee ebould be paid for work perforaed on Saturday 

depends on whether or not such eaployee is in the PIJ 

statue at the close of bueineee on that day; and that 

if the employee is in a pay statue at that tiae, he ie 

entitled to the benefits granted under the Saturday 

half-holiday law, but, if not in a pay status, he shall 

be given no benefit under the law and would be entitled 

to only one-eighth of a day's pay for each hour worked. 
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25. Designation to administer oaths. A aea­

orandua was prepared in this office by Mise McDuff 

advising Mr . Marte that the power to designate an 

assistant national bank naainer. eaployed in the 

office of the Fifth Federal Reserve District, to 

administer oaths, required by law or otherwise, to 

accounts for travel or other expenses against the 

United States ie vested in the Secretary of the 

Treasury . A draft of a foraal designation for that 

purpose was also prepared and submitted to Mr. Marte. 

26. Dieaieeal of indictment . There was pre­

pared by Mr . Ranta of this office a letter to 

Assistant Attorney General Berge, advising that this 

Department would interpose no objection to the die­

missal of the subject indictaent against Sidney Marcus 

for forgery of a Government check in view o! the !act 

that the offense wae coaaitted over eight years ago 

and the defendant has not been apprehended. 

27 . Compromise Cases. We prepared the final 

recoaaendations in two compromise cases during the 

aonth. In connection with the offer aade by the 

Minnesota Power and Light Coapany to convey certain 

property to the United States in compromise settleaent 

of a claia against it, arising out of an occupancy 

trespass consisting of flooding 346 acr es of Goverillllent 

• 
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land situated in the Superior lational forest, 

Mr. Bernard sent a letter to the Solicitor o! the 

Departaent o! jgrioulture, stating that the tile 

disclosed that the only d~~ aade upon the Power 

Coapany was !or the PBf&ent o! a claim in the sua o! 

$19,276, and that the Departaent o! Agriculture now 

states that the claia aaounte to the sua o! $1,576.59, 

baaed on lo1s o! rental during the tiae which the land 

was flooded, It waa further stated therein that 

the Treasury Departaent i1 o! the opinion that there 

can be no bash !or coaproaile until deaand has been 

made on the Power Ooapany tor the payment o! the 

claias o! the Governaent aggregating $1,576.59 and an 

offer has been •de by the coapany in coaproaiee 

thereof, fhe tile waa returned with the letter. 

28. Jar 8&Ytnge Oaapaign, Jfr. Rupert o! this 

o!!ice attended Departaent Jar SaTinge Oaapaign Ooa­

aittee aeetinge and worked out plane tor the prose­

cution ot the caapaign in the General Counsel's Office . 

29, Congressional Action on other ·Treasury­

sponsored Legislation. 

(a) Relief o! First lational BfPk . Huntsville, 

Texas. s. 2309, our bill tor the relief o! the f i rst 

• 
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National Bank of BuntaYille, ' Texae, which waa paaeed 

by the Senate in March, waa reported on M11 25, 1942, 

by the House Coamittee on Olaiaa (Rapt. No. 2157) with 

an aaendaent. 

The following work waa done under the superYision 

of Alsietant General Counsel Tietjena: 

30. financiD&: (a) 8av1Ma Bond Regulations (tor 

description see April. 1942. report, itea 44(c)) , 

Meeara. T1atJena, OaDD1nghaa, fuller and Ooe continued their 

work on revised drafts of the regulations. 

(b) far• Credit . 4d!1n1etration. A conference 

waa held with officials of the fara Credit Jdainistra­

tion regarding proposed changee in the drafts of a 

aeaorandUII of procedure (in the nature of an agreeaent 

between the federal fara Mortgqe Corporation and the 

Treaaury) and regulations goYerning federal fara Mort­

gage Corporation securities, which ware f orwarded to 

the Corporation by the Under Secretary on October 2, 

1941. Thia conference represented a continuation of 

one held on April 16 on the aaae subject in which 

several adainietrative officiale of the Bureau of 

the Public Debt participated. A coaplete agreeaent 

waa reached except with reapect to two pointe on 
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which the reprelentativee of lOA re1erTed 'further 

conlideration. Kr. Ounninahaa attended the oontereno1. 

(c) Pproll Allotaent Plp. Kr. fiet~eu aUadlcl 

a aeeting in Kr. Gravee' office with repre1entativee 

fro~ Kr. Bartelt'• office, Kr. Broughton's office, 

and Kr, Bell'e office, to diacues proposed change• 

in the freaaury Payroll Allotaent Plan. fhe chq11 

were designed to aate the plan aore elaatic. Keaere. 

Cunninghaa, Reeves and fiet~ena participated in 

several conference• and aaaieted in general with 

legal probleae in10 lved in the Pa,roll Allotaent 

Plan. 
(d) Roae Owners 1 Loan Oomoration Bonde of 

Series G and Reconatruction lintpce Corporation lotee 

of Series s. On Kay 27th, Kr. Gault aDd Kr .• Dean of 

the federal Roae Loan Bank Board brought over for pre­

liainary exaaination draft of an Order for the i11ue 

ot a new aeriee of BOLO bonds to be issued in interia 

fora and held by the Secretary. fhie wae later pre­

sented foraally for approval. On Kar 23rd, thia office 

passed upon the circular, text and pres• release for 

a new iaeue of notes offered in exchange for the above 

notes and bonds. 
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31. Gifts and Donation• Under Second War Power• 

~· (a) Space to Office of 8oieptific Reteazch apd 

DeyelopafDt. Letters were prepared for the tigmature 

of the Secretary of the !re..ury accepting upon behalf 

of the United States donation! by Harvard Univer1ity 

of certain space at Duabarton Oak• and by the Carnegie 

Institution of Washington o! certain !pace in the 

Institution's Jdainittration Building, !or use by the 

Office o! Scientific Retearch and Developaent. Kr. 

Reeves and Kr. Tietjen! worked on 1hil. 

(b) Funds for Purchaee o! Airplanes to be tle!4 

in Training lorwegi&n Flrert. At the request o! 

Kr. Bartelt, this office coneidered the question o! 

whether under Title XI o! the above !ct, the Secretary 

of the Treasury would be .uthorised to accept certain 

funds, being collected by an organization o! Swedieh­

!aericana called •Wing• !or lorway•, with the condi­

tion that tuch funds be uted through the Lend-Lease 

idaini1tration in the purch&Be o! airplanes to be 

turned over to Borwegian air training center• in 

Canada. It wa1 concluded that there it aaple authority 

for the acceptance o! tuch funds, and Otcar Cox ad­

vised that 10 far as Lend-Leaae is concerned, they 
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would cooperate in carrying out the propoeed plan of 
t he donora . leeare. ReeYee and !ietjene worted on 
thie with repreaentatiYel of lr. Bartelt'• office. 

(c) Handling of Don&tiona of Property Other 
t han l oner. leeara. !ietjene and ReeYel conferred 
with lr. Schoeneaan and I&Yeral repreeentatiYee of 
the Bureau of Account• and the Procureaent DiYiaion 
with a Yiew to working out unifora procedure for 
handling donations. !his wae neceeeary bec&Uie of the 
1ncreae1ng nuaber of adaiDiatratiYe probleae raised 
by the large nuaber of donationa which h&Ye bean re­
ceived since the· outbreak of war. ! draft procedure 
to be followed in connection with the acceptance and 
disposition of auch donations i1 baing pr.,.red. 

32. !hoapeon y. Deal. Varioua docuaanta which 
a.re to be used iD connection with the abon cue which 
wae scheduled for trial Kar 25th (poatponed till October ), 
in the United Stataa Dietriot Court for the Dietrict of 
Ooluabi~were collected for tranaaittal to the Depart­
llent of Juatica. !hie cue iDvolYea a claee wit 
brought by certain cotton producers againlt the 
Kaneaer of the lational Surplua Cotton !ax lxeaption 
Certificate Pool of 1935, and other federal officers 

• 
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to reooTer aaounta paid for tax exeaption certificate•. 

and enjoin pay.ent to producen who had depolited aucil 

certificate& in the pool. Kr. leeTea worked on tbi1. 

33, Oib of Det!Oit Bol!d1. The Treuury h~ 

accepted the Oity of Detroit'• offer of $1,800,000 

for the Interia Receipt repreaenting Oity of Detroit 

bonda which was transferred by the RFO to the . Treuury 

several yeara ago. Thia .. ount repreaenta the princi­

pal of the bond•: the Tre.-ury hu waiTed the interest. 

Kr. Tietj en• worked on Ilia aatter with Kr. Heffelfinger 

and Under Secretary Bell. 

34, Jirat lation&l B•pk-Detroit ReceiTerahip (for 

deacription 1ee April 1942 report. itea 54) . Keabera 

of thia office haTe continued to han conference• wUh 

counael tor the ReceiTer of the above bank and repre­

sentative• of the atockholder•' coaaittee, with ref­

erence to the legal probleae inTolTed in the T&rioua 

phuea of the propo .. d aale of the reaaining uuta 

of the Receiverahip to a li~idating corporation. It 

is likely that theae conference• will continue off and 

on during the early auaaer. 
are handling thia. 

Keaera. Barse and Anderson 
• 
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35. Philippine Securitiet &Dd Qurrencr (for 

description tee April 1942 report. it .. 4§). 

57 

(a) Relef!e of GoTernaent Ohecte. Thie office adT11ed 

the Bureau of Accounts concerning TarioWI legal prob­

leas ar1e1ng in ccrmection '1'1 th the release of Gonm­

aent checke which were taken into custody for eafe­

keeping by High Oo .. iesioner Sayre and which are now 

being held in that Bureau. Kr. ReeTee and Kr. TietJene 

worked on thil. 

(b) Rele&!e of Qold Bullion ReceiTed br High 

Commissioner S&rre, Thie office ie con1idering a 

requeet by representatiTea of Kareaan & Company, Inc., 

llanUa, P. I., for the releue of certain gold bullion 

which wu turned onr ior lafelteeping to High Coa­

miaaioner Sayre and ie now being held in cuetody by 

the San Jranciaco Kint. Kareaan & Oo., Inc. contend 

that by Tirtue of the exietence of interlocking and 

managing directorates, atocltholdinga and aanageaent 

contract•, they are authorised to reoeiTe IDY funde 

resulting from the relinqui1haent of control bJ the 

Treasury Department of gold bullion reoeiTed by High 

bommissioner Sayr~ froa certain Philippine aining 

companies. Jroa the recorda aTailahle, it does not 
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appear certain that Karnlll & Ooapany baa clear title 

to all of the gold bullion !or which it ie -.king olat., 

and theee recorda indicate that part of euch gold 

bullion aay be eub~ect to liene by Philippine banke. 

The San rrancieco lint hae been requeeted to !orwar4 

by airaail any !ilea that it •ar have relevant to 

thie aatter. leeere. Reeves and !iet~ene are working 

on thie with Under Secretary Bell'• o!!ice and 

Kr. Nieonger of Kr, Bartelt'• office. 

The following work wae done under the eupervilion 

of ieaietant General Oouneel Bernetein: 

36. Qurrency Reetrictiona - A&endaent of General 

Ruling lo. 5. General Ruling llo. 5 wae aaended to ex­

tend to currency the treataent now being accorded ee­

ouriUee iaported into the United States. It will be 

reaiUered that General Ruling lo. S.l had extended thie 

treat••t to currency •anaUng fro• blocked areae and 

Proclaiaed List nationale, and the aaendaent to General 

Ruling lo. ~ had the effect of putting curJency fro• 

all parte of the world on this baeie. This represented 

a further step in the !reaeury Departaent prograa to 

deprive the Axis and ita eatellitee of the use of the 

dollar in financing ita activities all over the world. 
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It ia intereatina to note that South .nd Ceatr&l 

~ricaD countriea, notably Brastl, le~ico, .ad Ooata 

Rica, han adopted replaUone which co.pl•at thia 

action. bea at thia early data, it 1e clear that 

thh aaendllent to General Ruling l o. 5 •u of lignif­

icance. !11 currency, upon iaportation into thia 

country, 11 forwarded iaaecliately to a federal Reae"e 

Bant, u fiacal agent of the United Btatea, •here it 

ia thereafter held or deliYered to a doaeetic bank, 

to be held, until auch Uae u the 'l'reuury Departaeat 

haa authorised ita release. Keeara. Luxford, DaBoia 

and Raina worked on thia. 

3?. Heariya - General Ruling lo. 13. .U 
-

Foreign Fundi Control deYeloped into an aggreaaiYe 

•eapon of eoonoaic •arfare, aituationa aroae aatina 

apparent the necealitr for aoae type of public 

announcaent •ith respect to hearinga. Aecordi.qly, 

General Ruling lo. 13 and a related preaa release 

•ere iaauad. '1'h1a ruling calla attention to tbe fact 

that any 1nhreated party ia entitled to fila aD 

application f or the unblocking of accounts or other 

property on the ground that there ia no blocked 

interest therein, and that a hearing aay be had upon 
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such application. Messrs. DuBois and Sherbondy handled 

this matter . 

38. Patents (for deecription eee february 1942 

report. itea 264;Karoh 1942 report. itea 53; April 1942 

report, itea 66), On Kay 8, Public Circular Bo. 5! 

was issued. This public circular announced the policy 

of the Treasury Departaent to deny licensee for filing 

and prosecution of patents in eneay territory and 

payaent of any fees in connection with such patents, 

and siailarly to deny licenses for the filing and 

prosecution of patents in the United States by eneay 

nationals, except in cases in which prior approval 

has been obtained from the !lien Property Custodian. 

This circular was cleared in advance with the ! lien 

Property Cuetodian and the Patent Office, and aleo 

discussed with representatives of the Britieh. The 

Britieh have adopted a siailar policy as have also 

the Canadians and other doainions of the British 

Empire. Kesere. Luxford, iarone and Murphy worked on 

this. 

A aeaber of th18 office, Kr. Kehl, attended 

conferences and worked with representatives of the 

Alien Property Custodian and of the inti-Trust Division 
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of the Department of Justice on a p~ograa for handling 
applications concerning aesignaent of United States 
patents and patent applicat.ions held by blocked 
nationall. 

39. Inrurance Probleas (for description see 

Karch 1942 report. itea 54) . Instructions were drafted 
prohibiting American insurance companies froa granting 
reinsurance to looal Latin American insurance coapanies 
which do business with Proclaiaed List lationals or 
Axis insurance companies. In that connection a study 
was made of reports froa United States Kissions in 
South America dealing with the feasibility of putting 
such a program into effect, and a conference held with 
British representatiTes on the policy to be adopted with 
respect to payaent of li!e insurance premiuas o! enemy 
nationals. Kr. Xehl handled this problea. 

40. Proposed Docuaents (!or description see ipril 
1942 report , itea 58(b)) , This office is presently 
engaged in work on a public docuaent relating to the 
effect o! freezing control as a legal defense. This 
problem bas arisen in the case of Brown v. Korgan. and 
particular eaphasis has been placed upon the necessity 
of relying on the prohibitions contained in the Order 
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or of first applying for a Treasury Departaent license. 

Considerat ion has been given to the legal effect o! 

the prohibitions contained in the Order with a view 

toward isauing a docuaent on thia aub~ect by Kessra. 

Luxford, Golding and Zarcy. 

lith the issuance of General Ruling Ho. 11, the 

question of sending varioua typea o! notices to eneay 

areas, as well as to blocked areaa, has asauaed 

importance. There are two aajor classes of notices 

involved, ~. corporate meeting and indenture noticea . 
and notices incident to legal or court proceedinga. 

We are canvassing the possibility o! having corpora­

tiona which !eel they must in some manner comply with 

statutory provisions relating to the sending o! noticea 

of meetings, etc. tranaait auoh notices to special 

cenaorahip atation or the like where they aay be given 

appropriate attention. Likewiae, consideration ia' being 

given t o the iasuance o! a general license permitting 

the mailing o! notices of proxy, etc. to persons in 

blocked, non-enemy territory. Keears. Luxford, Murp~y, 

Daum and Zarky are working on this matter. 

41 . H&waiian "Scorched Earth" Prograe. (For des­

cription aee Febn,•ry 1942 report. item 30; March 1942 

report , item 46; April 1942 report. itea 62) . The plan 
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fo r the aarking ar currency and aecuriti~~ in Hawaii, 

described ln preTioua report., haa been presented to 

other interested government aaenciea, ~ Jar, Navy, 

and Interior Departaenta, and ita broad outlines 

telegraphed to General Iamons in Hawaii . This aattar 

is now awaiting word !rom Hawaii. 

42. Fugitive lunda. The foreign Property Oenaue 

reports were set up t o reveal the aaount o! assets in 

this country on two dates - June 1, 1940 and June 14, 

1941, and a third date, July 26, 1941, in the case of 

China and Japan. After tiling, a atudy was made of 

these reports and cases aelected in which a discrepancy 

in the assets reported on each date was noted. A pro­

gram is presently under way pursuant to which question­

naires wi l l be sent to persona holding property which 

has thus been depleted. Ooapleaenting this is a pro-
• 

cedure des igned t o furnish an explanation !or increases 

in the various property holdings of neutral countries. 

This is a further step in our program to ferret out 

foreign assets, and to deteraine the existence of per­

eons who may be cloaka !or !xis nationals. Messrs. 

Luxford, Kurphy, and Arnold are working on this. 

43. Oenaua Reporta (!or deacription see JanuarY 

1942 report. itea 45; February 1942 report . itea 39; 
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Karch 1942 report, itea 49 ) , A meaorandua waa prepared 
on the uees of fora TFR-300, tracing ite hietory and 
develop•ent with euggeetions for future uae, Particu­
lar analysie waa given to the tracing of declines and 
increaaee in bank accounts and to the control of 
Aaerican corporations by foreign atoctholdere. Keaars. 
Reeves and Arnold prepared thie paper, 

Other probleaa of property reports are being 
studied with.aabera of Kr, Pehle ' s etaff in connection 
with interned aliena, persona blocked, I& hoc, peraons 
who seek to qualify aa generally licensed nationals 
under General Licenae lo, 42, and American-owned 
property held abroad. Keaars. Reeves and Arnold are 
making thh study. 

44, A1airaltr Proble••· Conferences were held 
with representative• of the Karitiae Coamisaion and 

Department of Justice concerning adairalty probleas 
relating to foreign shipe libeled within the juris­
diction of the United State!, with particular reference 
to the Estonian steamship HARJURAHD. Kr. Reeves 
attended the confereno•• · 

45. Foreign lunda Control Planning Co•mittee. 
This Coamittee was designed as a liaison uait, composed 
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Karch 1942 report , itea 49). A meaorandua waa prepared 
on the uaea of Fora TfR-300. tracing ita hiatory an4 

developaent with auggeationft for future uae, Particu­
lar analysis waa given to the tracing of declinea and 
increases in bank accounts and to the control of 
American corporations by foreign stockholders. Messrs. 
Reeves and Arnold prepared th1a paper. 

Other problema of property reports are being 
studied witheabera of Kr. Pehle'a ataff i n connection 
with interned aliens, persona blocked. ~& hoc, peraona 
who seek to qualify as generally lioenaed nationals 
under General License No . 42, and American-owned 
property held abroad. Keasre. Reeves and Arnold are 
making this study. 

44. !da1raltx Problems. Conferences were held 
with representatives of the Maritiae Commission and 
Department of Justice concerning admiralty problema 
relating to foreign ahipe libeled within the juris­
diction of the United States, with particular reference 
to the Estonian steamship HiRJURAID. Mr. Reeves 
attended the conferencaa. 

45, Foreign Funds Control Planning Ooamittee. 
This Committee was designed as a liaison uait. composed 
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of representatives of Legal, Konetary Research, and 

the Jdminiatrative statts, Ita purpose is to study 

various significant probleaa which have arisen in 

connection with the administration of Foreign Funds 

Control, and to work out programs designed to meet 
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them. Thus, for example, the Committee initiated the 

•Fugitive Funds" program, a program designed to pro-

mote a uniform A& boo procedure, programs pursuant 

to which the banks will police or aonitor various 

accounts which are questionable, a program for ob­

taining reports from interned aliens, etc. Regular 

meetings are held, and plane formulated by sub-committee 

are presented to the Committee for c~nsideration. Messrs. 

Luxford and Sherbondy worked on this matter, 

46. Alien Property Custodian (for description 

see April 1942 report. item 57), fork has continued 

in connection with the revision of the Executive 

Order setting up the Office of the Alien Property 

Custodian. Further conferences have been held and 

negotiations pursued with the intention of arriving 

at an agreeable compromise. Since direct negotiations 

"bogged down• the matter was presented to the President 

and is now being studied at the lbite House . This 
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office prepared eeveral aeaor&Dda, drafta of ordera 
and participated in the negotiation•. Keeera. Luzford 
and .Duloia are working on thia. 

47. rorei~ Ownership of jperican Corporation•. 
Pursuant to a request aabodied in a meaorandua fro• 
the Prelident to the Secretary, thh office is pre­
paring to study the aethods by which foreign ownerehip 
in American corpor~tione aight be curtailed or regu­
lated. I t is felt that aaple authority exiats under 
the present statute to meet thi1 aituation, 
have already been taken in thi1 direction. 
i e making th 1e a tudy. 

and atepa 
Kr. Luxford 

48. Kilitary Occupation Problea. !a the possibility 
of this count ry's assuaing temporary occupation of variou 
parts of the world, Martinique, etc., increased, thil 
office cooperated in a preliainary study of varioua 
financial probleas which aight arise. lo further 
action has been taken, however, since the Secretary 
felt that it was a State Departaent matter. 

Moreover, this office participated in the «liting 
of a docuaent written by Kr.· Feilchenfeld, which deale 
with certain problema of military occupation . Thie 
book was edited in order to make it available to 
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intereated governaental agenciea. Kr. Luxford, 

Kr. Brenner, Kiss Klein and Kiaa Goode worked on 

this. 
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49. Censorship (for deacription see Karch 1942 

report. ite• 48; April 1942 report. itea 64). The 

close cooperation which haa exiated between the Office 

of Censorship and thia office haa been exeaplified 

during the aonth of Kay by the iasuance of further 

docuaents designed to aeet certain probleaa which 

have arisen. For instance. representative& of thia 

Department, acting aa consultant& at the Dietrict 

Poetal Ceneorship stations, have raieed certain 

problems of adainietration and policy which have 

been adjusted on the baaie of doeuaente ieeued either 

by Censorship or Foreign fund& Control, or both. i 

conf idential circular haa been released to the Federal 

Reeerve Banta aaking unifora the program of liceneing 

communication& to eneay national&. Likewise. the 

Oeneorship haa issued inetructions relat~ to the 

treatment of Treasury Departaent licenaes which aay 

be ieaued. Kesars. Murphy and Rains worked on thia. . . 
50, General Licenae No. 1. This license. which 

permit& payaente into blocked accounts, has been re­

ceiving careful scrutiny by the Federal Reeerve Banks 
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and the Foreign Exchange oo .. ittee. On the baaie of 
a aeaorandua eubaitted to this Departaent. thie Office 
baa giTen study to the issuance of clarifying inter­
pretatiQns and the possibility of aaending the licenee 
to aeet certain of the probleas which have arisen. 
Messrs. Luxford, Golding and Daum handled this aatter. 

51. Directive Liceneee. !ctive steps were taken 
this aonth to perfect the syetea of directive liceneee 
designed to aeet the problea of congeetion in ware-
houeea. docke and other transportation faoilitiee caused by 
merchandise destined to foreign countriee but which could 
not be shipped becauee of the outbreak of war. Je 
collaborat ed with Kr. Pehle 1e etaff in preparing Con­
fidential Circular Bo. 146. which advieee the Federal 
Reserve Banta of the nature of thie prograa and pre­
scribes a !ora of 41rective licenee which oontaine euch 
teras and conditione aa were 
to provide legal eafeguarde. 

deeaed necessary in order 
Thie office also parti-

cipated in coneidering each caae in •hich directive 
liceneee have been ieeued. ! aeaorandua was aleo pre­
pared on the conetitutional aapecte o! directive li­
censing . In addition, we euggeeted to the Office of 
Price Adainietration. the Board of Econoaic Jarfare. 
the !ray. and the Office o! Defense Transportation that 
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they write letter• to the !reaaury Departaent outliD~II 

the neceeeity of a prograa of thle nature. Satiefaotory 

letter• have thue far beeo received froa Office of 

Price Jdainietration, the !r.y, and Office of 'Defenee 

Transportation. Keeere. !alone, Cook, ldelaan and 

Luxford worked on thie. 

52. Inyeltiaation of Yeet Oo&lt Bueinees ln~er­

prieee. A a .. ber of thie etatf and aeabers of the 

adainietratlve et&ff have beeo aaking a eurvey of 

west coaat bueln111 enterprieee which are under 

rreaaury eupervilion or in liq11idation. Mr. ldelaan 

is working on thie. 
53. Interpreta$ione - Lega1 Review. Oorreepondence 

was handled which involved queetione of interpretation 

of the Executive Order, Begulatione, rulings, and li­

ceneee. Mi11 Hodel, Kiee Klein, Miee Goode and Mr. 

Brenner worked on these aattere. 

Exaaination was aade of epplicatione for liceneee 

involving litigation, including the preparation of 

rulings on the legal eutficiency of docuaente eubaitted 

and of aeaoranda of recoaaendatione. Messrs. Reevee 

and Yolt aade theee exaainatione. 

54. Latin Merica (for description see JanuarY 

1942 report. itea 37; FebruarY 1942 report, itea 55; 

March 1942 report, item 6lj April 1942 report, item 74). 
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(a) Argentina. .l study was ll&de and a •eaorandull 
prepared ehowing that Argentina 11 being a.cthely 
used by the ene11y to under~~ine our progru of 
eoonoaio warfare. On the baaie of thie study, it 
wa euggeeted that the freesing control Order be 
extended to cover the aaeete and traneactions of 
Argentina and her nationale . !hie freezing pro­
posal was discuaeed 111 th representathes of the 
Board of lcono11ic Warfare and the State Departaent 
and was rejedted in view of the position of the 
State Departaent. Kesere. DuBois and Raine worked 
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C on thie • 

c 

.l second prograa has been receiving considera­
tion and various etepe proposed which would meet thie 
situati on within the liaits of the existing controle. 
A special aeaorandull, covering this alternative pro­
graa, has beeo prepared and 1a now under discussion. 
Kesera. Luxford and DuBois worked on this progru. 

(b) Progrl! for Sending Ken to Latin .laerica. 
A program for sending aen to Latin Aaerica was die­
cussed with the State Depart•ent and the Board of 
Economic Warfare. .l8 a result, State Department is 
sending out a nuaber of representatives to the varioue 
Latin Allerican countries to act aa advisors to the 
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Kissiona and to the local governaenta in an effort 

to obtain the cooperation o! the local governeenta 

in setting up and effectively admintatertng local 

freezing controls, etc, Theae repreaentativea are 
. -to attend training achoola conducted-by the roraian 

Funds Control, State Departaent and the Board of 

Econoaic Warfare prior to their departure. two 

?1 

weeks of this training period wi ll be devoted to 

attending a freezing control school conducted by 

Foreign Funds Control and atarting on June 3. This 

office has done considerable work in preparing !or the 

conduct o! this school, including the preparation o! 

a dossier of documents, speeches, etc •• designed to 

explain our freezing control program in this count ry 

and to explain the steps which we have taken in the 

field o! econoaic warfare in Latin !merica. Kessrs. 

DuBois, Kurphy and Rains worked on this. 

In connection with this program !or sending men 

to Lat in Jmerica, a central coaaittee has been set 

up with ita offices in the State Department, com­

posed ot r~preeentativee ot the State Department, 

Treasury and Board ot Economic Warfare to be charged 

with the responsibility of working on all probleaa 

arising in connection with our Proclaimed List program 
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in Latin !merica and arising 1n connection with 

the freezing control asasures adopted or to be 

adopted by the Latin !aerican oou~triss. Reprs­

eantatives of thsse Departaents aitting on the coa­

mittee will work in close contact with our Wiasiona and 

with the men to be sent to the field. Important ques­

tions coming before this committee will, of courae, be 

cleared by tbe representatives on the coamittee with 

their re,pective Departments. Wesars. DuBois and 

Hann are working on this . 

(c) Latin !merican Freezing Control Conference. 

This office is doing considerable work in prepara­

tion for the coming conference on June 30 of the 

freezing control representatives of all of the 

American Republ i cs. This conference was convoked . . 
by Resolution of the Inter-Jaerican Financial and 

Economic ldvisory Committee pursuant to Resolution VI 

adopted at the Rio Conference. le will attempt at 

this conference not only to give the representatives 

of the various countries a full picture of what we 

are doing 1n this country 1n an effort to get them 

to take similar steps, but we will also attespt to 

get appropriate resolutions passed at the conference 
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which will serre not only ae a bae1a for uraing the 

Latin Aaerican countries .to take certain steps, but 

alao as a springboard which will enable us to tate 

certain atepa in the field of economic warfare via­

a-vis Latin iaerica. Kr. DuBois is working on thia 

matter. 
55, Foreign Decrees, .t. study was aa.de by Kr. 

DuBois concerning what steps should be taken by this 

Government to iapleaent the foreign decrees of the 

recognized governments in exile of the Netherlands, 

Belgium and Norway . This ll&tter has been die cussed 

with representatives of State Department and the 

Alien Property Custodian. 

56. American Firms in Neutral Territory Trading 

with Eneay Territory, (For description see April 1942 

report, item 75). A study is being made as to what 

standard of conduct this Governaent should lay down 

with respect to the question of subsidiaries and 

affiliates of Aaerican f1rae in neutral European 

countries trading with eneay territory. This matter 

has been the subject of diacuasion with representatives 

of the State Department and the Board of Economic 

Warfare. Kr. DuBois 18 handling this utter. 
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57. Certifications pursuant to Section 25(b) 

of the Federal Reserve Act, aa Amended (for des­

cription eee January 1942 report, itea 47; februarY 

1942 report. itea 51; Karch 1942 report, itea 66; 

April report, itea ·77). The appropriate docuaente 

were prepared in connection with the issuance of 

licenses and certifications, relating to the use of 

certain assets of friendly blocked governaents and their 

central banks by the recognized representatives of 

such governaents. Kr. DuBois handled this. 

58, SeditiOp! and 4!is Prop&g&nda Newspapers 

and Other PUblications. The questi on of seditious 

and .Axis propaaanda publicatioos 1e being handled 

by a subco .. ittee of the Oenaorship Policy Board. 

This subcoaaittee is composed of representative• 

froa the Post Office Departaent, Departaent of Juatice, 

iar Departaent, and the Office of facts and figurea. 

During the aonth of Kq a procedure was developed 

whereby the Treasury Departaent under the powers of 

the Executive Order will assist in this 'work. In 

instances where the assiatanoe of Treasury ia desired, 

the Departaent of Justice will subait the facts to 

Treasury . If Treasury finds on the basis of the facts 

subaitted that the particular concern coaes within the 
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lxecutiYe Order, the accounts of the particular con­

cern will be blocked and an inYeatigaticn will be 

conducted. In some inatancee it aay be found that 

there ia reasonable cauae to believe that particular 

concerns are acting on behalf of a foreign go.ernaent 

ae a reault of the aaterial tbat hae been published 

even though there ie no financial interest or con­

trol . 

!he inYeatigatione will be carried out in cloae 

cooperation with the Justice Departaent and with the 

F.B.I. In general it will be attempted during the 

couree of such investigations to ascertain the con­

neotione with other eeditioue or !xie propaganda pub­

lications or with other Axie organisations, the eourcee 

of aaterial publiahed, the eouroee of funds, the 

hiatory of eaployeee and contributors, and the 

possibility of any sabotage or espionage actiYitiee. 

During the couree of an investigation, howeYer, no 

action will be taken to interfere with the particular 

newspaper or other publication. 

lhen an inYeetigation baa been concluded, the 

facta that h&Ye been obtained will be eubaitted to 

the Departaent of Justice . In many i nstances !reaeury 

will undoubtedly be requested to leave the accounts of 
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particular concerns blocked and in some instances, 
where it is determined to allor a publication to 
continue, to keep Treasury representatives on the 
premises . Kr . Sherbondy and Kr. Clay are working 
on this matter. 

59 . Silver (for description see Februarv 1942 
report , item 57; Karch 1942 report, item 70; April 
1942 report, item 78) . Je participated in the hearings 
before the Senate Silver Committee on the proposal for 
the use of silver certificate silver for industrial 
purposes . In accordance with the agreement reached 
at the Committee hearings a bill was prepared 
authorizing the leasing or lending of silver held as 
security for silver certificates, the suspension of 
redemption of silver certificates in standard silver 
dollars, and the melting of standard silver dollars . 
This bill was prepared at the request of the Special 
Silver Committee of the Senate and was presented to that 
committee. Kiss Hodel and Kr. Brenner worked on this, 

There was executed during this month the contract 
prepared in this office for the leasing by the Treasury 
Department of the free silver to the Defense Plant 
Corporation. The Reconstruction Finance Corporation 
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guaranteed the obligations of the Defense Plant 
Corporation. le aleo prepared a report to Congreee 
pursuant to the provisions of U. S.C. title 40, 
sec. 303a, on the contract between the Treasury and the 
De!enee Plant Corporation leasing "free eilver• . lUes 
Hodel , Kr. Brenner, and Kr . DuBois worked on this matter. 

Thil office cooperated with the Opinion Section 
in the preparation of an opinion relative to the 
Government' s authority to lease security silv&r bullion 
to war production plants and ite authority to sell 
"free silver". Kiss Hodel and Kr. Brenner of thie 
office worked on the opinion. 

60. Spanish Silver Cases (for description see 
April 1942 report, item 79 ) . In cooperation with the 
Bureau of Accounts, thie office worked out a method 
for paying the fee of Henry L. Sti•eon for services 
rendered in these cases. Thie was done after the 
Department recehed proper certification !rOll the 
Attorney General pursuant to R,S, 365. Kiss Hodel 
and Kr. Brenner handled thie problem. 

61. Philippine Gold. This office cooperated with 
Kr. Tietjen's office in working out some of the prob­
lema arising in connection with the Philippine gold 
brought to the United States by Commieeioner Sayre. 
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Kr. Aarons and Kiss Hodel worked on this. 

62. Stabilization Agreements . A memorandum was 

written by Kiss Goode, taking the v.iew that stabiliza­

tion agreements with foreign countries are not required 

to be published under the provisions ot the Act of 

June 12, 1895, as amended. (U.S.C., title 1, eec. 30). 

63. China (for description see April 1942 report , 

item 82). A study is being made of methods whereby 

the Unit ed States may secure bonds sold by the Chinese 

Government to nationals of China. The proposal would 

be a s ignificant aspect of the financing of the Chinese 

war effort. Mr. Daum is making this s tudy. 

64. Iceland Agreement . The $2,000, 000 stabiliza­

tion agreement with Iceland, in the drafting and 

negotiat ing of which this office participat ed, wae 

signed by the Secretary and Thor Thora, the Iceland 

Minister on behalf of Iceland and the Iceland Central Bank. 

65. Bolivian Agreem.ent . We participated in the 

drafting and negotiating of the stabilization agreement 

with Bolivia and the Central Bank, copy of which draft 

agreement was delivered to the Bolivian Ambassador 

!or consideration by his Government. 

66. World Stabilization Fund and World Bank. 

This office participated in discussions with Tr easury 
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peopl e and representatives from other departments on 
Harry Illite's plan for a world bank and world 
stabilization fund and propoeal for a conference of 
representatives of the United Nations. 

67. Federal Reeerve Notes and Reduction of 
Coinage and Currency. _This office worked with 
D. J. Bell's office and the Federal Reserve Board 
on a program for the issuance of present stocks of 
Federal Reserve gold clause bank notes and also for 
a prograa of 1nduoing the public to reduce the aaount 
of coinage and currency· they carried around in pockets, 
keep in dressing tables, etc. 
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TREASURY DEPARTMENT 

I NTER O I'FIC E COMMU NICATION 

DAft JUlJ • 8f1 

Secretary Korsenthau 

Kr. Foley 

For rour infor•ation, there ie attached a 

copy of the euaaary and ooncluaione of an inYeetiga­

tion of the national daten .. progru made by the 

House Oo..Utee on KUUary Affaire. fbil general 

report preeente an outllDe of the oo .. ittee'a 

acthitiee, UDder B. lee. 162, 77th 00111rne, duriq 

the firet year of ite exietenoe. 

So•e of the itt•• which ehould be of partiou­

lar intereet are aarked in red. 

Attachaent 
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Union Ca1endar No. 808 
u .... ReponNo. lt?l 

INVESTIGATIPN OF THE NATIONAL 
DEFENSE PROGRAM 

INTERIM GENERAL REPORT 
or 1'HI> 

OOMMITI'EE ON MILITARY AFFAI.RS 
HOUSE OF REPRESENTA1'IVFil 

S&VENTY.SEVENTB CONGRESS 

S&COND $ESSION 

H. Res. 162 
(17<h coo..-) 

A RESOLUTION AUTIIORIZING THE CO,MWITTEil ON 
MILITARY AFJ'AIRS AND THE COMMITTEE ON 

NAVAL AfFAIRS TO STUDY THE PROGRESS 

01! TBE NATIONAL DEfENSE PROGRAM 

~ .. poq... 7, ~~~-~. ".,.'': ' 
'lol , 1~d'f , ~11 .~~ . ~~ , ~'I I. 

Jv'!" n, IN~ to be piloted, whh tuuo<ra<Jooo 

UlfJ'DD ftA.'l'U 

OOVIaHioNT PRDf'I'JNO omca 
WAJKINQTOM 1 INI 

-

Ou'I'URJI AND ·nu: DoLLA.R-A-Y.JM.a MmN 

When the Office of Production Management waa created in J•n· 
uary 1941, industr,y waa called upon to lend some of ita moot capable 
and tnLated cxocuLives to 888jat without compensation in tho admin­
istntion ol tho va.rious phsses of t.he nahonal defense PI'OiJ"!Ull. 
Industry's rcoponoo baa boon a gonoroos one and t.he men whom it 
baa loaned oro donating their services at tho present time in various 
official cnpacitJca in t.he War Produetior,Jloard and other Govern. 
ment. ageucic1 diroc:t.lv concerned with the -war effort. Thaeo exoeu­
tiv08 usually obtain lene from the industry wit.h which they were 
a.oaociat<d and still retain t.heir business and financial connections. 
They ha.vo bocoma known "una.ft'ectionately" u doU.,......year men 
and have oonttanll.y been the target of much criticiam which u_pon 
invtsl.igation baa proved lor the most part to be without foundatiOn. 

At variout hearinp which tbia oommittee baa held in connection 
with the national defenae program and the war oHort, aome or tho 
most aat.iafactory information baa been secured from the dollar-&..Jear 
men who have on many oceuiooa indicated a splendid ,gratp or tho 
over-aU pictUN> and problems with which the Nation is confronted 
today. The commiueo h .. !ouod in ita inv .. tigaliona of cha'8ft 
affecting dollar-a-year men tba~ in by far t.he greater majori~y or 
easea their loTalty to Oovernmeu~ interests bas remained unolfcctcd 
and the servocos rendered to date by tho doUar'-a-year men have 
been c.nrcmoly useful aod in many cases iodisponsoble to the oondue~ 
of tho Wftr program. Tho committee does not wish to convey an 
impression lhat. it ia giving a cJean bill of health to each and ovnry 
doJJftN~·yonr man wbo is serving the Government in tho present 
emorgency nnd Lhcro bavo been &Omc. few instances in tho past whore 
the actions and dociaiona: or tho dollar-a-year men have given rile t.o 
tl>e suspicion t!1at they might have been prejudiced by aelfioh intcrcsta. 
Fortuoatcly1 however, aa lor aa t.he progress of our war effort is 
ooncemed, too oomntittec haofound in .._ addresaed to ita au~ntlon 
that this is t.ho exception rothor t.han t.he rule. 

ln)\1arch 19-12 tho committee hold a acrios or bearings regarding tho 
cbargea mado by llob61. n . Guthrie, a dollar-"'year man and chid 
ol t.he Te>tilo Clothing, and Leather Goods Branch of tho War Pro­
duction Bo;;i, that tJ•ero •·u a lack of (l()C)peration, insubordination, 
aod unwilli"ltll- on tho part of aome dollar-a-year men in the War 
Production Boanl to divorce their private intereat from the public 
welfare. Several high offieialt ol the War Production Board aa well 
aa the dollll'-"'year men named by Guthrie, we"' heard by tho com­
mittee. No attem,Pt waa made to minimize any ol tho charge& made 
by Outhrio and anveatigation of the chug .. and countcrcb&rgM 
made during tho couno ol the t .. timoD.Y waa complete and thorough. 
The evidence eatabliabed that there was a abarp and divided conllic~ 
ol opinion between Gu~brie and t.he dollar-a-~ear men named by him 
bu~ t.hero w .. lnek or proof that this was significant or snything othor 

7 
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than aii'Ong convictions on the put of Lboee wb066 du~y it was to o«er 
teduucal a<h'i«, tog&tber Wttli a lack of proof tha~ they inteod to 
~en·e ant uttvea&. otJ1er t.hao th&L of tho Qo,•erno1tDI... Tht CIOiao 
m1uet bowovrr found evideoee of confusion, red tape1 and Jae.k 01, 
d early dclinod a'uwority who could make end colo""' accisio111 io the 
t.extilc and relatod brancheo of. the War Production Bo"!'l. It liJo 
found evidence of a definot.e failure on the. par~ of Gut~no'.o oubcrdi-
11at<t in t110 Textile Branch to cooperate With lum and bio aodea in tho 
problemA confron<i nJ; the Branch. There waa no queotion "ith reapect 
lO tho sincerity of Guthrie and hi& &ideo aa far oa tho immodiato cur. 
tnilme.n~ of civilian production and conversion of industrial produo. 
Uon wu oonoo,rnod, rogardleS& of. th~ c.oUatcr~ ,circumstanC(lt, and 
wbilo the commoUeewaaaympathetiewJth tho pos•.t.ion tukon by Guthrie 
in lloio respect it ncvorthcl ... loll that the qucat.ion of oollnt<~ral oo0• 
aequonoos 1urroundlng conversion and CODBCrvation wore for the mott 
part disrcgordod by Guthrie. 

The oommilt.ec dO<t not feel that it is possible to depend aolel1 
upon Government co""'r men and coll"l!e proleuors witboul PI'I<Ucol 
e.q>erienco in industry at. 10 aerious a time u this wit.hout tho lllist.o 
once of lhooe experienced in lho world of bW!in ... and witbou~ lilt 
•peciolioed knowlodge of oxeeulives and t.ecbniciano of a bigb ealiber. 
Coostan~ ani ping a~ lho dollar-a-year men in the form olmnueodooo 
ond unauppoi'Uid chugos will certoinly not contzibute to the monla 
of w- men who hove mode pe150n&l 5ocrili ... to a.itt tboldminit­
tnt.ion in tl1e prooeculion of tbo war elTon. ond will moat ce:rWolr 
ClUSO lbe gener&J rublic, bewildered enowtb OVer tJ1e multitude of 
i&oueo lriai~ out o lhc war elTon., to specufate wby a auCCOO&ful bllli­

eesma.n d(lllring t.o contribute to tb& Nation'• war effort becomM an 
rniaht tbrcol to nalion&l aoonrity when be goes to work lor lhe 
vornme.nll for a. dolla..r a year .. 

R mNtOOTU.TION Of' WAR DEPAR-T'li"EN"1" CoNTUC'I"' 

Savingo of hund~• of millions of dollers through renegoliot.ed 
pric .. on War Der,a.rtment contracta will reou.IL from the incluoion of ~ 
a ronegotiatiou c. au.se in aU contracts in excess or $100,000, now 
required by Jogialnlion rec<>ntJy rooommendod by Uoo Committee on 
Military Afl'ai.rl in connection with its invest-igation into OXQ(!fll ivo 
costa of war matc.riala. This is assured by reductions in contract. 
prices already effected, althoush only one or two braochee of the War 
Department. ueed the rencgotLalion clause prior to l.he onac tmo.ot of 
tbe Sixth Supplemental National D elwae Appropriat ion Act, ap­
proved April 28, 1942. Tbo waste of public money through the lack 
of aucb oo!<itJarda in tb& put bas been diacuseod el8ewbera in tb.ia 
roport. 

A total of $321,053,082.70 baa been recaptured on contracts auro-
galing $2,206,346,878.73, based on incomplete ~port& received by .• • 
tha comnutteelrom various branches of the War Departmtnt. co•t!inc 
voluntary price reductions and adjustment& .trected during tho abort 
period lba~ the ron~tiation clause bas been required. Tbo oom· 
mit~·· anol,yoia of tho doUor reo;ults shows that the ~uetions in 
contract priCN overage 16" percent of the original contract. witb tho 
oavingo on aomo eontraeta aoaring as high aa 26 peroent.. 

TOTAL 8A VI NO ZQtrALB COBT OF f,$00 TANX.a 

Mora than 0,600 tanks at UO,OOO each could bo purcbaaod with tho 
money uved on tho original contract prices in tho committee's pre­
liminar.y t•bulat ion, ehowing tho important effect of better and closer 
bargairung on lbe pnrl of the War Department. \ 

Whilo two or t hroo of the Wnr Doportmml broncheo ro110rtcd lho 
uso of a renegotiation clause or some motbod providing for oont.raet. 
price reductions prior Lo enactment of tho new law, thn oommittco 
~a.s prompted to conclude that. actual renegotiations wcro inltituted 
111lraquently. 

In lbc Army Air Fore .. alone aavings of $2421954,739 in controcl 
priceo for aircral~ hlVo been made on contracts omcc the fi.rsl of tbia 
yur. Witb thoae original oontracts totaling $1,760,355,678, the 
uvinga ,...lilting from renegotiation of contracts in accordonce with 
tho new law total $39,546,191. Voluntary price reduction, a oyatem 
employed by tho Air llo""" lor sever&! yeara, accounted lor $203,-
408,548, ~· balance of thia initial saving of money UClertainod by 
tho co=t~. 

8AVIN08 ~'OAL CO$T OP 1,100 BOWlUtQ 

Tbe $242,964,739 aaved on original contract pricoa by tho Anny 
Air lloi'CC!I oquol the COlli of more than 1,600 light bombers at $100,000 
each. · 
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Tho compilation submitted ,by tho Army Air Fo,._ was da~ ~ 
19, 1042, and an accompanymg memorandum reported to lh • '1 
mitl<o that since April 28, 1942, tho effeetive date or the mand­
pro<ision, approximatdy 300 oontracta oonteining tho ·~ 
renegotiation clauao have boen renegotiated or are awai~~""" 
h ;. abo'A'n that reductions range from $9,000 on a contraet ~ 
or $101,404 to $42,000,000 on an original contraet •• 11, __ Pilclt

1 $21 0,923,021. - ... 
Tho contracts. included in "!'~ compilation of the Air Fo 

tho&o that con tam clau001 proV1ding for renegotiation ol price~ 
prico contrncll "after certain quantities had boen delivered or 
tloe oxerciso by tho Government of ita option for additional quantir• 
and those coeL-plu&-ll·fixod-lee oontracta which pro'Vided lor a 1 ·:b 
to ~ lixcd price co~trllCL after certain designated quantities had b.e. 
delivered,' accordmg to tho explanatory memorandum. 

The Ordnance Department reported "aavings to tho Oovernm y• 
of $40, 132,239.70 on, oontrMts totaling $259,220,334.73 rcnegoli~ltd 
as or May 12, 1942. r~eee dollar results of renegotiatod contract. I 
tanks and combat vehicles, artillery, ammunition and small amos or 
reported on the buis or the "undelivered balance'." .,. 

Tlu:ee operating divisions of the. Ordnance Department bn~ ,. 
nogotJatod contracts, the result& bemg reported as folloW~: 
I. Ta•.l: a•d G'gmbal V<Aid• DUMion. 
Continent.~ Motors Co. bad oont.racts with the Ordnance Depon. 

men~ on which th"!'' ~u an undeliyered balanco of $48,202,821.43 &I 
the tune of renegotoatio!'· . The savmgs which reaultod to tbe Oo'""' 
~en~ t~ugh roneso~oation amounted to 511,993 082.71. A~ the 
tunc or ~bas ronesouataon, the Continental Motora CO. a1ao bad coa­
traets wotb certru~ promo cont.:actors manufacturing tanlca on a 001~ pl~s-6xed-foo .buaa. Th~ savmgs result"ing from tbo reduction in 
praco of .Conl<nontal engonos sold t.o those prime contraot.ors wer• 
refleotod m a low~r cost or tanks (() the Government. Tho undelivered 
balancos and snvongs on theso contracts are: 

tJDd.U•trtd ... _ ....... 
'"··· ...... 

11 •• 111 ~--· , .. .,. , ..... 
'"' .. 1.+6\ •• 
u ••• , ..... ......... , ...... ..... ,.. ..... 

The Ecli~ :\fachine Division of Bendix A viatioo Corporation had 
~~~alwo tbor Ordnance Department showing tbe 10Ul und&-

. once o $196,664. Contracts were renegotiated with • 
savmg 10 lloo Government of $14 799 36 

Tho M 1880 B · Co • · · which th Y· arros · hsa a cosL-plua-a.-6xed·fce contrsct on 
~ions 528~ [oo~~:• ":sacd borigmh' a.IJy $1,600,000. Through renogoJia, w · • 88' Y l • Government.. 
wbic;;"t'bghousc ~loctric & Manufacturing Co. bad contracll on 1 0 undehverod balances amounted to $7,760,726.23. By 
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ren~tiation savings to tho Government of Sl,IW3,401.23 were 
effected. . Co 

\ Jack Manulactunng . had eontracte on which there was an 
undelivered balance of S9,040,416. By renegotiation oavinga 10 tbe 
Oo<ernment or $717,608 were effected. 
t. Milltrv DirMion. 

The Byron.Jacbon Co. bad three oontracts amounting to a tot.l 
of $3,999,698.M. Through ron~otiation savings 10 the Oovernmen~ 
or $1,504,189.79 were effected. 
S. Small Ann• DilliMn. 

Buffalo Arma Corporation had contracts which amountod to 
$29,126,199.43. By renegotiating savings t.o the Government of 
S775,455.21 were eifootod. . . 

Remington Anna Co. bu a oontract amountmg 10 $67,764,0901 on 
which savings amounting to $6,026,985 were effected by renegotiation. 

6'71,000 OtlN8 •QutVAUNT TO 8AVJNG8 

The tot.l of $461182,289.70 aaved on the =delivered balancoo or 
original oontrac~ pncoo by tbe Ordnance Departmen~ equals the coot 
of more than 576 000 Garand rilles at $30 each. • 

Tha Corpe of fngineera reported tha~ the renfgotiat.ion cla-was 
fir.;~ inserted into oonuaeta about April 15, 1942, just prior to the 
approval of tho mandatory provision. Its report etatod that no 
contracla have beon ronegot.iat.ed as yet "but it a planned to lilt aU 
contracts of considerable money value witb a view of selecting those 
which seem to be eitber exceaaivo in price or involve the manufacture 
of some new item on which previous accurate price data aro not 
available." Contraot.ing officers of the Corps of Engineers bave 
been instructed "to insert a renegotiation cltiuse in aU future coaL­
plus-a-fixed-fee and lump.eum contraeta, and to report all caaca to 
this office in which there appears to bave been or will bo realized an 
ruu:essive profit,'' according t.o tho repor t, dated May 18, 1942. 

That fundamental chan!fe wu patterned on December 16, 1941, 
when tho Construction Dav;.ion or the Quartermaster Corp& W&l 
t.re.nsrerrcd t0 the Corps of Engineers. Accomplished by special 
legislation sponsored by tho committee, it was the forerunner of the 
numerous improvements in construction procedure and contractual 
policy mado by tho War Department in respoDSe to the committee'• 
recommendat.ions. 

The Signal Corp~~ traeec1 dollar savings aggregating $42,366, 104 to 
renegotiation of eontracto origina.IJr Wli1lg for $196,770,966. It 
explained, however\ tha~ due to tbe metbod employed in the adjuaL­
ment of prices on old contracts a~ the time of~ prices on repeat 
orders and the rae~ that no reoorda have beon kept m moa~ instancee 
of the dollar amount of auch adjustments it is impossible to give tho 
totAl dollar roeul ts. 

The renegotiation clauso was first uaed in a Signal Corps contraet 
on April 2, 1942. Tbe report of the Signal Corps gave two principal 
reasons for not using renegotiation clauses hitherto. They are: 

I. The Signal Corps dealt repeatedly witb tbc aame conoorna. 
Adjustments on one contract, in the event of excessive profile, would 
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14 ll\"VESTlOA'I'ION OF THE NATIONAL D&FI:NSE PI!Oca.u, 

be made in fixing !be pneo or a rcpu~ order. This PI'OC<ld . 
a minimum or paper work. Now, however, that ~he Si ":.! IOYOirod 
d~nliog '~·ith no increasingly largo n,un,>bcr or su ppUors, no~nll <f'lltis 
wtll rooetve repca~ orders, rcncgoldnt·IOil t ltlu&o8 will be bel M •hem 

2. Until a few mon~hs ngo, most Sign.! Col']ll proeurenf · 
on the b&sis of competition. Even where contl'&el& were le:O~.~~ 
competition, pricte. were gener&lly obl&ined from other ..... ~­
purposee of compa.ruon. --- '-

The Services or Supply reported that up to tho {l'-llt thtr. L 
boen no renegotiation of oontraet& by the Operatang Di · · -
renegotiation clause wu firs~ used by the M otor Ttanape~S!,. A 
about April!, 1942. S uch clauses \\'ere no~ used by any other . ICe 
of this office, i~ was reported, until approximat.oly May 1 uuT~01 
which date all contract& in CJ<ccsa of $100 000 bave included' I Itt 
negotiation clause in accordance with title 'rv or the Sixtb Su ' .. '!' 
mental Nation.! Defense Aperopriation Act 1942. Approxm.!r.:: 
100 to ,l2~ oontnc:t& or the (,!uartermut.or Cc;l']ll have cootaiued1 
renegottallon clause up to the present time. 1 

~· Chomic.J ~arfare Service also reported tha~ no rcnegotiatiooa 
haVUIJ1 boen earned out to dat.o under any cont.rae~ oont.aining 1 ~egotl&tion clause. This aervice firs~ used the renegotiation cia,: 
m co~trncts on May 2, 1942 •. h reported tba~ the procedure for,,. 
nesot•attons under cont"!!c~s ts to require tho contractor to submit 
wntten n0t1ce of rcncgOttattOQ altor the manufacture of part oflba 
conlrac~ and to submtt detailed ligures for o&eb it.om of expeoae. 

T.he Office of the Surgeon General reported actw dollai hlllltl 
re.Juod to date have been $1 ,200 bu~ i~ advited the commil~ d1&l 
ae•er.J l~e contnctt for medic.J suppliee and equipment ..,. ..., 
under pnce renegotiation which is expec~ to reauh in aa · o1 
abpproxunately $500,000. Tbe Surgeon General aeid 38 contrae":t,. 

ecnt. !legotiated aanoo April 28, 1942, tha~ provide for priO<t reoe­go ·lltlon. 

D 
Tho commi~toe is .awaiting reports from p~bor branches of tho War 
Ol>ar.tmcnt, '!'eluding tho Qu.artormastcr Oonoral and the Traea. 

portstton ,Servtcc .. Ae . tbo commi~~ punuoe tbJa very imporl&nl 
~haae of t!s mv<sttga~ton, "!lerim report. will be submitted to ll>o 

oueo ~r Repl'1llelltattY81 Wtth a view to det&iling dollar uYioco 
noomplished lhrougb the renegotiation clause u a weguard in Wu 

eparunent contraet.o in OXCMB of $100,000. 

LANo-ORANT RATES ~ 
In conlonnity witb the policy decided UJ!OD more than 90 ye&rs ago 

when the we~tward trek was be!tinninr, railroads in axchange for land 
grants were required to bandle ill Oo.,·emment property and troops at l 
50 pcrcant of the regular charge. In tho fin.! analYaia, tho roads \ 
atquirod aome 130 000,000 acres valued originally at 97 cent& an &ere 
and in re~urn buill approximately 21,600 miles of track. 

Eventually tho railroad& aought to be relieved of tho low ra~ 
art;uing !bat ~boy long since bad _paid the full value or the land. 
Shtppers doing buainesa with tho Government also complained con­
tendtlll[ tha~ competitor& served by land-gran~ railroad• could under- . 
cut thetr priua because of tbe low freight rate&. Tbe Tl&Mportation 
Act of 1940, pulled bJ the Congrtoe, abolished the land-~t rate& 
on Government eivihan supplie~ and provided they abould afply 
only to materials destined for the armed forces. T he queation o the • • 
application of land-grant ratoe to contr&etors supplying dofooae con· ~ • 
tracts and mili~ary needs was brought into sharp relief by the com- . 
mittee's inveetigation surrounding tbo delays in connec~ion with the 
construction of an Army airpor~ a~ Eglin Field, Fla. 

The Eglin Field projeot concerning which a special eommitt&e of 
the Military Main Committ&e under the direCtion of Hoo. Dow 
Harter or Ohio held lenrtby hearinga, is a Florida W. P . A. project 
spoosored by the War JJep&rtment and the funds used were from an 
aDotmen~ of $26,0001000 made by tho President lor ueo in deeignAted 
nat1ow defo086 proJects. Invitations to bid were iasued for tbe sup­
plying of "arioua quantities of uphal~ to be used in the paving or 
runways at E$lin Fiold; Allied Matarials, Inc:~. of Atlanta._ Ga., and 
the Pan Amoncan Petroleum Corporation of Tnllah&a60c, ~ Ia., were 
tho low bidders. The award for tho Mphalt would have boen made to 
the Pan American Petroleum Corporation, which apparently was the 
low bidder, for delivery by barge exoop~ for the conuntion made by 
the Allied Materials, Inc., that they ahould receive the benefit of 
land-grant frei&h~ rates on t.beir bid to deliver the uphalt by rail. 
Ao application wu made to the Secre~a~y of War for r. ruling~­
ing Wid-grant freight rates and on April 8. 1941, the Secretary ofWar 
ruled tluit tbo upbal~ for Eglin Field, Fia., was militAry material 
moving lor military purpoees, Md that land-gran~ freigM ratoa were 
applicable. The Allied Materinle, Inc., as a resul~ of tho ruling was 
gtven the award for the asphalt runways at Eglin Field tmd a storm 
of controveny arose over the entire question of land-gran~ freigM 
rates. . 

The copunit~ conducted ita inveetigr.tion into the over-e!' piet!""' 
surro~ land-gran~ freight rat.. and found that up to the llllh&bon 
of Ibis inqwry land-grant ratee had not been used by the Government 
0'! cost-pl!""a.-lized·fee contraet.e, and 6guree devefoped by the com· 
Dllttee lndtca~ & loas to tbe Government of approX!Dlately $7,500,000 
becauaa of Ibis lac~. Policies and procedurea were at onoe developed 
and as a. reaul~ of ~he committee's aotion lull ad•antago of ~bo reduoed 
ra~ bas ainoo been taken by tho oo .. ernmont. 
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The committee's conclusions concerning the testimony heard.._ 
on the subject of strategic and critical materials were bntlly aetl'' n 
in the interim neport. dated July 21, 1941, as loUowa: ~ 
(I ) Pailur< on th' pari of Oongru•, tM adminmNJJion and lA. -u· 

1<> inilwt~ a stock"]JiU program at an earlur dat•. ' ~-~ 
For sovornl yonrs only A minority of Government officials f.ecbnieaJ 

organjzationt, and !ar-sigbtod Members of CongrC88 have'had 
cient vision to foresee tho present situation in respect to raw Ill&~ 
Only throlll;h persist<lnt effort. was thi8 minori~ auoctee{ul in ~ 
to enact lq;Wation which we now have in Publlc 117 and Public 6t( 

Emph881s over the put lew years baa been mado en lOci&! refo 
ra{her than national aoourity. As a nation we seem to have fo ~~ 
that without national soourity social r eform might well provo~.! 
mglcas. 

It is quito obvious that the mind of the adminis~ration Conga., 
and the Nation was primarily gearod to matteno pertain'ing to._ 
strnggle with the deprcasion. Therefore, tha pleas and programs Ill 
those who a•w tho gathering storm and tho neceaaity for a rcannam1111 plan went unhoedod. When it became possible to got this PI'Oghlll 
under way, its urgency was then so imperative that it was crowd<d 
upon the Army and Navr and thoao departments of Govenun11t charged with the synchrom• .. tion of our industrial capacity wiU..., 
reannameot program, 10 rapidly tha~ it was imJ?Osaible for t.hemto 
absorb it cffioienily. hit obvious that neither Army and Navy 1101 the Office of Production Management could estimate their req.U.. 
mente, 'OIIpccially of nluminum, until thoy W<'l'o aware of the number 
design, and size of planes to be constructed. ' 

Even after the enactment of legislation the Con~ made but a 
faeble prol8t against the parsimony of tho Budget Bureau in allowiJc 
but an !nitial ~peropri~tioo of. $10,000,000. 

Cons1der th1s llgure 10 tho line of preeont ostunates which run into the billions. 

(S) Failuro• to •ntrusl to a respomibk head th. full a'Uihoritv to corry Old 
tho .,.,u of Oongrtu in the ltgi&l4tion <11acted. 

~t •·as {l•infully apparent throughout tho testimony givtn before 
this comm1ttee thAt a lack of coordiriat.ion and abSence of a rcspomihlo ~cad ,.,tb nuthonty and power to fix responsibility in this •• wellu 
ID other mntt~ has been largely responsible for tho dofocioncies ... 
now aro oxporoenCJng all along the lino. 'l'ho administration has bee 
toe P,rone, when difficult problems arose, to easilr dispo86 of them by 
crcating.another board, only to odd to the confusion of tho 11880rtmmt 
of _agenc1ca wo now have. We are now plagued with and will continuo, 
evid"'!UY, to be harassed because of the a~ce of a cohe~t~~l oWcJtation. 
1' .l'o nro overblcssed with bonrds and committees and with a letiionol 
lftJSon officers feeling tho necessity for conault.i.ng first ~th ~ or 

that.agency. All of. th1s baa resultod in a deadly cooaurrung of tillle 
.--I.IIIOJ:tho end we still b"'O a dividod authority. 

'($) FaiJvre ?f ~ unu of vrgtnq~ on 1M part of officUJu of~ organ1:atwm. 
~· spite of our supposed ingenuity as traders we b&vo persisted in 

udsmg .outmod~ J!'Cihods of pnrchasing wbilo ihe Axis Powers ""' • optmg a rea!Jst1c approach. 
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In thee&SO of tho Procurement Division of the Tftuury, it miglit bo 
stated this agency is. b~mpered for tho f~llowing reaao~: 

1. Sta~utory restncllonA p~ !"poo 1t by Con~ .~. 
2 Failu1'6 of prompt appropnationa. a: Too rigid spocificatiODa presented to it by various Government 

organizations. 
4 Delays in requests for pnrchasos by various adviaory agencieot. 
The retult of all this bas been that as of June 14 , 1941, but 60 
~ot of the appropriationa hav.e ~obligated and of the purcituM 
made a diatreasmg number of delivenee have yat to bo made. 

However we believe tbat if the Procurement Division had promptly 
asked for ahoviation of aueh restrictions as have boon imposed upon 
it in tho past, knowing full weU the urgency of tho aituation, such re­
lief, no doubt, would havo boen grantod. 
(4) Tlo• dtl4V m utabl;.Jaing .,.,.,.,....uiof> mtllu>IU ood tho .,... of n<b­

llilldtt for fear of cr~ng vn.m~. 
\Ve do not wish to single out the automotive industry as an examP.le 

becauso wo realize fully itAI vital part in our industriel and civil hfo, 
but this industrr was too long allowed to consume sorely needod de­
fense materiels m this first year of our defense offort. This industry 
bas had a decided impetus during 194<>-41 and haa used raw material 
in a quantity exeeeded only by the boom year of 1929. Since tho 
neods of this industry are those almoet identical with tho furtherance 
of the defense program, aome vision was neodod by our Government 
officials to restrict automotive activity. 

Our Government agencies are not amateurs in the n1othods of prop­
agenda but ther have failed in that they did not lO!lJ ago begin edu­
ca~ the pubhe as to tho necessity for not squandenng the materialt 
used 10 our defense offort. 
(5) un,..,.,..nt.d dd4v• '" buildi~ !)(ant• and facililitl for the .,.,..,.,._ lion of raw material• into finuMd products. 

\Vo havo long known that the present war is a total war and a war 
of movement rather than poaition. Wo know that this war is a deadly 
conswner of mschinn and material, and our expert& in industry and 
government have been too complacent iQ allowing ua to have no fear 
of a short.age for our wartime neods. · 

It should have boon foreseen a long time ago that this Nation, 
which is wholly dependent on sources lialf-way around the world for 
crude rubber, should havo made some el!ort to promote the synthe~ic­
rubher industry. Only at this late date have stope boen taken. to un­
prove this aituat.ion. The four plantAI that have been authorized to 
be built by Governxnent funds and operatod by .Private indnstry are 
pilot plantA that cannot produce results in appreciohlo quantitiee for 
some time to come. 

Thoro has al$o boon neglect in increasing tho facilities for the making 
of pig iron and steel prmcipaUy becaUIIe we could not or would not 
give definite aasuran~ to industry as to what it might expect fr!>m a 
wartime t:zl'anAion of itA plants. The aitualion in regard to alwrunu~ 
is more cril1ealstill. The aluminum industry reliea on ~w~ec~no po ... er. The unwillingneu of somo Government offie1ala to prov;1de 
hydroelectric 6Dergy from its own dams in such an omorgoncyas extstl 
today is at least short-aightod. Whatever may bo the ments of any 

• • • 

Regraded Unclassified



EoLU< Fluo, Fr.oRJOA 

B1lettcr dated February 2.5, 1941, the cfut.rio~ enflinoor Co 
· Enl{moon United S~tes Army, ad~ a ropr01en~t.1vo o? 1~. W, ol 
Pr0)oeta Adminislrat.ion in Florida of the_pl&na and spoei6e~ '!:! 
!/•o runways to be. construe~ at Eglin Field, V alparniao Fit •• , 
mcludod tho foUowwg: ' ·• -

li It auggeotod !hat !be .. ptaatl bo advertlaed for blda for deliver• "" •
1
, 

I . • • b. c .... tvlow, Flo., ADd b~.':f· al Eollo Field l&odl .. w klY sa ., , ... 
and an evAluation ohould bop oo baw to tho ftold frqm bo"!l. dcU yo.,l'la., 
for tho pui"J)OIO of &w&rd. ver.r ~ 

Pul'8uant to this, lh? ~ork PrOj.ecte Administration issuod a requ
111 to tho ProcurementDavlSion, Flonda office I'O<).UM!.itlg tho PUrcbUeol 

asphalt wiUa tho two. alternate delivery' pomta, but ornit.l.illg tllJ' 
reference to an evaluation on the haul to the field. Tbo Stata ,_,. 
men~ office on March ~I issued an in~~t.ion to bid on the r~ 
of 3,600,00,0 g&J!ons, .With alternate delivery point& on barg,. at F.cfil 
Fi_el~ landwg; w railroad cars a~ Crestview FIL · ud u point o1 
ongm. Nollung was wd in tho invi~tion as io e•~uatioo ofllaehaol 
from Weekly Bayou or from Crestview, &Od DO= was &tid abcvl 
whe~er land-ga:ant freight rates or commercial fr · t rat.. would be 
ueed tn ev~uatang the 6ids at point of origin, 

Tho Eglan Field project is a Florida W. P. A.. project, sporuoored b
1 the War D epartment and the funds uaed wero from an allot.moot of 

$25,000,000, rnado by tho J>r:esidont, for U86 on dMigoatod oat.ional­
dofnnso P':OJO<:ts. Tho questoon nato whether lt.nd-graut frcigb~rtteo 
wnro •PJ?hcnblo on putohiiSos of mat.erial from this a.lfotmcot for mill· 
~ry ~roJoota hnd bc!J-0 raised by lotfcor to tho War Department dat.d 
th • roJ adl8, 1041, whaclo wna tho ultimate ba.sis of". determination b1 

o u go Advocate General da~ May 8 1941 holding thaiiADd· 
grant ratoa woro appfieablo in all projects sP.oaor~ by tho Army &Dd 
paad lor ou t of thia sllobnent. 

M "r!riO::, lllo bids W<'J'e opened on March 31J. it appeared Uoat Allied 
Ooa ~· nc., was low bidder followed by l'&D American PetrolOWD 
adJ""rstion. After ~mmercial freight rat.. had been computad ODd 

ed to the 1\gurea w lhe original bid, the bid appeared as foUon: 

~ ~!,~~.:..~·--~:..0'<-~riew, fla . •••.•.••.••...••... UU.GIIO 
:1. Sboll 011 Co 1 b C ""!''"'ration, f. o. b. Creolriow, fla...... 26~1 640 

•o • 0. ., l'eltVJe'W' Stl 4· Pan A-o Pellole Co ' Fla........................... 1011 
3. Te~a~ Co I o b ._!m W~atlon, f. o. b. batwe, Wftkl7 &,oo. 250,-

·• · · · ~5e. ~ Ba -
S. Standard 011 Co of LOvlo' '!. 10"· - --- ·----· ··········-.. 210,1110 

All'od . · ....... o. b. bou-p, w .. ld7 &,ou ....... m. 
b ralJ .~~•!a, Inc.h, .conJined it.s bid to )lOint of origin and deli•ery E!.r p · V'low, "' .t!o Pan American 6id on delivery by barge al 
'W~tw\~\d ~8 wd~ll &a P<>tni of otigin and doli•ory by rail nt Cl'CliiVialf. 

b' 1 U! •n ang tho fact that .Allied Materials Ino was low 
n~t~~h~Ia 1.3~ 8"1rn1. of $16,560 lor delivery at Cresiviow;' F'h•., and 
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11 ang ao fact that Allied Materials, Inc., bid wna $16,120 
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Jo..-er than lhe Pu American bid for delivery from btuno W. E. 
liarkn-. Florida S~te procurement otlioor, advioecl All:ietfMateriala, 
(ne by telegram da~ April 2 , thai Pan American wu the low 
bidder. Mr. Harkn- alated dunng \he courao of his t.eatimon7lhat 
be bed made the award to Pan A.merican"beeauae he waa of the opin-
ion that ii would -~more than 118,000 .to move. the ~pbalt f~m 
the railhead at CreetY~ew, Fla.,~ Eglin Field, not ~eluding J)OIIIble 
demurrage cbargee, ooet of 8uppiJ1lllf tank can, etc. 

When Allied Mat.eriala, Inc., waa advised of the above detannina­
t;0n by Mr. Harkn,..1 it entered a prot.eat, a~t.iqg that the LoW.villo 
& Nashville R&iltoao Co. and t.be regional &dn>ini•trator of tho 
w P. A. bed adviled them that land-grant freight rates were &j)pli­
cablo on the movomen~ of thi.a material from MOunt Plea&&r~t1 Tex., 
to Crestview, Fla. which would bring the ooot of t.be materia! I. o. b. 
cars Crestview, Fla., considerably lower. This protoat waa oveiTilled 
by ~l.r. Harkness on A.)!ril 3 on t.lio grounds that he waa under definita 
inst'l'llct.i.ons not to !'&eland-grant fieigbt rates in oomput.iqg ooeta for 
the purpose of making awards. 

Tho record indicates that foUowing t.bo rejection of t.be prot.eat b7 , ,. 
Harkness, repi'8IMID~tivea of the ~ Materiala; Inc., came to ' • 
W~ton and ap))l'O&Ohed members of the Georgia coocr-iooal 
delega!Jo~\J~uding Senator Oeorge, Repreeentetivea R-.peok and 
Camp. · Mate..W., Inc.1 repo~ to these Mam'*' of Con­
gress that they were low bidaen, thai land-grant froiaM ret.ea did 
apply, and that they were entiiJed to &II award. At the requeat of 
one or more of lheee Member& of CongreM, t.be Administrator of lhe 
Federal Works Ageno1 requeatod t.be Sooretsxy of War under date of 
AprilS, 1941, to make a dotenn.ination in connection with the apeeltio 
lllJ>t<lrial to bo ueed at Eglin Field, without waiting lor a formal reply 
[rom the ptoYiOUS Jottar toqueebqg r. blr.nket dotanninallon. Oil 
AprilS., 1941, the Socrett.ry of War hold thet the naphalt lor Eglin 
Field ~Ia., was military material moving for military purpoa,. &Ild 
thot fnnd-grnnt freight rt.t.ea woro applicable. On April 9, tho Fod­
enal Works Agency adviaod tile Procurement Division of the det.et~ 
rnination of the &oretery of Wa.!i.. and invitations to bid on hauling 
of asphalt from Cr..tviow and tvoekly Bayou to Eglin J.'iold wore 
issued on April 11, with tho opening set for April 16, 1941. In thi.a 
connection, Senator Oeorge baa requee~ that lhe foUowing eelf. 
explanatory lettor bo included in the record: 

UKrr&:D SrA.TU S.c•~,... 
CoiiOll"r'rU Olt Foaalolf R&LA'I'fOKI, 

JwJr 11, 1141. 
Hoa. AHD&&Y J . iMA'I', 

CA.nn..-. Mi/ilorr Do/.,... I~"* C..aiau, 
1610 H,... 0#-c< Bltildi.,, Wo#i..,., D. C .• 

DzA.& Ca.t.I&MAN M.t.T: Ia lhe OOWM ot the oomm.ittee't inquiry Uu.o deleoM 
--, W. E. Bar- of \bo &.at.e of J11orida, and o\bet' dt.btot of \ba\ 
&ate, have joloed in ttatJ.n1 tba&. I lnl«vened in beh.aU of t.be Allied Mat.orialt 
ca .• a Georgia 1Jrm1 ln oompeUl.lon wilh \he Pan American Pe&:roleum Co., In tbo 
&wa.rd, ot a eont..ra.cl for upbalt for Ealin Field, Fla. 

I am aequalntod with t~ Honorable ltfiUard Caldwell. formerlt a Member or 
chc Coo.greu from tho State or Florida, ooo of the wit.neeeee who apJ)6At'ed betoro 
tour com[nlttee, I have no perwonal acqualnt.t.nce with any other wltn• wbo 
hM rtferred to me directly or lndlrectl,y befo~ your cotnmiU.M. Wlt.h attraop 
unao.imJty they bavo all a.greed upon a rtattment, whleh Ia not ln aooord with tho 
facta. Jo"or thO i"o ot thO reoord 1 herewith tet tortb my entire oortneclloa wltb 
tbe matter. , 

Regraded Unclassified
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On Aprll3 or 4 Uon. Ch1" kw D. Redwine, a t'(!J)ut.able oh.Jx.en o1 c 
me over long-<iistAJ•oe ttlt phone from Jae.Qonvlll~. •1•. lnaubeta.n::t'!'IM 
1 hat an omela.l lnqutry bad btlcn mado or thb Couwt-roiJcr OoneraJ'e 011ffi ld"-C 
lug 1 he ••ppllcaUon ot land·@:Mnl rates t.o d(lflcrtbod IU'QJ)Crty t.o wl 0 oe "-d. 
11tated to Mr. Redwlntl that t could not give hlm an accurate ~pinlo.!' ~l. I In-Ion olaU or tho racll. lmn>e<llat.<!ly I called tho CompU,~I\....1"!1 
office. From this a ffioe I received tbc foUowiaa letter advice· .......,... 

uneterril:lg to our telephone ~nvenation of lOday, relaUveio tbe • ......_ ... ,....,, by t.bo Proounmenl Dlvloion, Tl'uoury Oe- t. fD< lba p;.;;;:: • upbalt ror """by lbe W. P. A. In lbe onnalnJetloo ot a road to ac Ar1o ...._<I 
F1Crida. I nod that no queollon Ia poodlocln Lhlo om .. "' Lhlo cJmo =or .. -~o an.auer." 1111ad• .. U. 
In ~ollowing this informatloll, J wired the Bonorabkl Cb&rlet Red-.i..e u.r-. 

4'Compt.roUer Otner&l't Office achl&as your matter hM not yet reached 
• The rule ts that military proper&.y moving lor mllftU'y pui'])Oiel ba.s the adY ~ 

ol land·.cnnt rates. I bcUove your cue il wlth.ln t.b.le rule, ae l unclemaad'...,. phone at.c.emeot." ,_ 
Su~ut.ntJy, Mr. Redwlnet and otbere tnte1'61ted. ea1led a&. my 0..11 ~ S.nato Office Buildlns, Wuhln8100, D. C. Then In ~·of lbe f-1 

ftrmod tbe oplnloo 11atod In my tolqram quoled above. Upoo lba ,_ 1o ': 
eaM there e&o be oo doubc. tha t land· p&ot ntet apptied i& cht m.au. a • trevwor. . 

The Honorable A. Sldnoy Camp, a Member of the ~from ~It w- dillri<t Mr. n.dwlnollvoa, callod upon roe and I advleod him ll>aL ""'*' 
any IUIOD&ble doubt lll.nd-crant. ratee would •PPI1' to the •hJpme.nt ot._... \t the •lorida field. 

In the meantime 1 had reoelvod telephone oaUe and wb·ee from reput.ablt diJ. 
~em& of Oeorg~ rOQuettlng me to urge approval of the Pan American Petro~t1111 Corporation bad. To theM telephone c&lll1 and wtre. r advlatd the tollowtar: 041 h.ave made no recommenda t io n retar<~Jnl the award of contract lor~ 
for Eclin Field. The only quettion submitted to me .... wbet.beT ~ 
f~lsJ>t , .... appir upoo mo....,.nt of aopbalt. I do not kJI4w wbat decloloO 1oo betn reatbed.' 

I <ailed "I""' no oftldal of tho Govemment reprdlna Lhlo matt« Me 
Mr. ~~· vilft. to me In W~n J n:nt.t.o 11\7 home In GeorliatGra~et 
dap Vac&i;iOn. I p ve to 1he matter no fur1her tbou&bt.. While to 0... 
and on April 23-, 1041, Mr. Redwine e&lled me o ve r lon4..dltit.ance t.etepboot. 1tt 
IIU.ted to me tbar. tbe matter wu atiU open a.nd would be oonslde:red oa Aprl 
2-tby Mr. A. J. Wal~h, ol the Proeuremen&. Divltlon, Trea.tury"Dep&. rtment. fyoro Columbus, 0&., on April 23, 1 t~ent the toUowln« wiR to Mr. Wakh: 

.et me stron&J.y urge AdJuttment. Allied MauuialJ, Inc., bid oo Florida bMe 
abtolutely on ILII merlla. f deplo re political ln terlerenco In Go\·ernmtn~ ..,. 
tra.cta and ..-ru defend openly and publicly any dec:lrlon you make on lu mer* 
Undtflt&nd ffrort befn1 made toda y to upee& bkll heretofore I(Ubmitted.."' 
of 1 :;r ~taln • ropy of thlo wiM. h hM been fum lohed 1o me by the~ 
lor ti l.adf. :retotot Dfvltlon. "l"reaaury l>epanment. a l. my rtq'Ottll.. h JC*b 

'1'lwMe ~the racta ln the matter so ta.r N I am eonetmed and they eou.W " " 
be<n -I nown

1 
to any of the wltne88M who have appeared before your commJU. upon nqu ry at my office. 

l wU
8
1 the.nk you to lneorporato t his letter In the reoord of your hearinp. inotrcly YOUnt, 

WALTJ.)R F. 0 10101. 

\VAitcr tabulation of tho bids lor haulin~ from Cres~view and I~ 
.}d•kly Bayou, tho net cos~ to the Govemm~n t delivered al the .,,. 
fiCJ , was as foliO'Il'8: 

~!!..~~.:::...: ,~:: ............................. ~ =·: 
SbeU Oil Co., via raiL - ....-tlon, via rail. • • • • • • • • • • • • • • • • . :174, 1101. IS 
Paa A- Pet le ····;.::::·· ·.· ·········· · ··········· · · · ·· :172, &tO. Oil Texu Co., via b ro um ......,., yvrauon, via barge •• ~ ~ ••••• • • • • • -- 250, 7tl 00 
Slandord On Co.~0iM.iolana··.;,0·.;;· ··· · ············ · · ······· ~~Oil At th· · ' rse . •• •• ••••••••••......•• 29 ' 
Corpo ·~ pofilmt, representatives of tho P&n American PctroleUlll 

rauon ed a protest, and Millard Caldwell, attorney lor Pill 
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IJncricnn lMtified that be found it nOOC88ary to onliot tho &8Sistanoo 
~I Snnnto~ l'cppor of ~'lorida, sinco ho was of tho belief that il was 
only bccnu•• of the intcneouon of tho membenl of tho Georgia con­
grt'SSional delcr.tion that the doiAlrmination .. to the applicability 
land-grant lrclatbt rat.es had been -ured. Rep.-nt.ativea ol tha 
Procuromont Division in Wuhi~ton t.esUfied that bee&- of tha 
unusual num~r of Membed of CO~ wbo were inW"eot.ed in tha 
oui.<JOmo of the prot.esta, i t waa determined to hold up the award unlil 
rep.....,tat.iv08 of both Allied Materials, Ine., and Pan Ameriea.n 
Corporation bad an opportunity to P"""""t their vie,.., and on April 
22 • ooolercnoo wu held in the office of the Director of Procurement. 
Senator PopJl<lr ol Florida, o.nd Attorney Millard Caldwell, represent,. 
in~ tho PM AmoriC&Il Petroleum Corporation, wet\' heard by the 
Dorector of Procurement., Clifton E. Mack, in the preeence of Procure­
men\ official$, Harry B. Dycke and A. J. WalSh. According to the 
ustimooy of the various wit.n- in this conneclion, Senator PepJ>U 
slated tbat., in his opinion, no award ahould be made and that the 
only fair tbi~ to do was to reject &II bi~ and -.!vertioe. ~e ,... 
sons lor hi• v1eW11 as reflect.ed by the t.es..,ony were aubotanUally aa 
follows: . 

1 At Uoo Limo bids Wet'$ requ011ted, land-grant lrooght rat.ee were an 
unknown factor IUld woro not dotonnined to be applicable until after 
bids were opened. • , . 2. That ·~ wu nee_..ry to t.ake btds on haulmg !rom CreotVJew 
to Eglin Field to give a rounded-out figure, lhereby cauaing unfair 
comp~lilion. • 

3. The invit.ation d.id not pro >'ide for any definite ,starting date or 
time alw award lor shipmeata 10 begin. 

4. That we conditiona of the invit.atioo did DOL conform to axist­
ing Annr oontraet, wbich stel<'d that the asphalt wu to be unloaded 
by tloe oonotruction contractor from b~es at Weekly Bayou. 

According to tho tostimooy of Mr. Dycke Senator Popper stated 
dufinitoly tfoat he would guaraol.oe !hat the Government would save 
monoy by read vertising and ~at Pan American would q.uot.e •lower 
price. Mr. Dycke further Letlltfied that the fact that a hi~ther btdder 
subsequcntlf otlered to reduce tho price originally quoted wu never 
a cons•doratoon in the making of an award. . 

On April 24, a conference ~aa held i!' the Ofli!'4' of the OU"OCtor. of 
Procuromcnt with represent.auvea of Alhed Mat.en&ls, Inc. According 
to !he t.eetimony, the reptci!Ciltalivllll of Allied Materials, lnt;1 W!'f" 
advised thai a prot.est had been 61od and a roquoo~ made that au b1d1 
be rejected and the need~ roadvorused, TOII!lm_ony reftocta that 
AJI.ied MatA>rials, lnc., gave tho following reasons, 10 suheto.noo, why 
they lcll thai the award' should ~o f!lade to ~em: . 

I . T hat they submitted !h01r b1d m good f&JLh on an advortl8e!"ent 
issued by the Proeurement D ivision and thAt t.hey were lowest btdder 
in &n;[ way the bids were evaluated. . . 

2. That enn if the advertisement were incomplet.e u 10 the appli­
ca_ble lreighl ratos, thty as biddent ahould not auffor by reaaon of 
failure of the con!racting officer to follow the proper p~ure.rded 

3. That they were prepared to execute t:h• con!ract.•! awa to 
tl••m and that they would deliver tho quMttty and quaht.iOI ol asphalt 
called lor. 

4. Th~l, u low bidder, they ahould be given the awud and to 
rcadver\&10 waa unfair. 

-
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On April 26, 1941, Allied Matoriala, Inc. was advised 
been awarded lbo eonlnot aa the low011t bidder On .that it bacl 
JI"rlmoss, Stnto J>roouromont Offioor

1 
formaliy advttl f:• W. E. 

W. P. A. offioe of tho award to the Allied Materials Inc do Slott 
earn~ dato, Roy Sc:hrod~r1 Stet.o adminiatrator, W.P.A . .;;~ 
r0001pt of the award wtlll the statement tbat aa 110011' u.;,··,....,.. 
inf~rmation ~g tpecificationa ~uld be obtained fro~ U. d.ttriiti 
Allied Materials, Inc., would be advieecl to bet!in shipmen.._ A;;ar. 
ever, the record re•ealt tbat on April 26 Ueti~«~ant Qoloael ._. 
dismet engineer, United ~!Atea =~wired thew p ,1'~ 
there would bon!' cbange IJl .the cat.iona. · · 4 • ~ 

ln ~be mea'?tlm.e, ~rding to tbe. teetimony before the • 
oom.m•ttee1 Allied Matona!a, Inc., dunng the period of April~ 
April ~~. fi!\d m&4o .a &e':"'5 of requMtl of the nrious w to 
authontlea m Flonda to 188ue the n~ &hip · . · P, A. 
ad~ing, at the same t.ime, that they were in a ~~ ::::.~ 
~ntmuous an~ neeeoaary ahipmentt required under tbe 

0011 FinaUy, op. April30, the record reveal~ tbat officit.lt of Allied lit .~ 
lnc., advised.Howard 0. Hunter, acting commiloioner w. p';t-. 
letter, of th01r several unsuccessful attemptt to secure abi · · '!>1 
~truetions, ato~ in the letter tbat unl- &hipping inatru JPIIII "" 
ISSUed by th_e follOwing_ day, the entire ma tter woUld be ~~:;" 
tho npp.ropnato eomnuttee of the Houee of Repreaenta~vea ~ 
lot.ter wa~ answered on the same day <fR~ 30) by Peny A F t'­
cluef ong~J?cer, Vf. P. A.1 who wired · Materials In~ U;'1 
wouJd be UDJ>088lble to g~ve shipping inat.ruetiona sin..; he had ~ 
~vised :Z, U.e W. P. A.~.,.Fiorida office'-~~ i~ bad not receiTed pur· 
iru':n:tio ersfrofrom!ro,the no;euremen~ .ui~n nor bad i~ ,_,ool '! m OllgiJleer& aa to the epec:ification., 

'J'!le testim_ony of r. FeUows, as weU aa tba~ of otber W p A 
~~~!J ;;,as ·~ oome. oonJliet )'rith rosi/OCt to tbe a bove. Mr. FenOn w p A d~i~.reootved the information from Roy Scbroder Florida 
th~ ti~e h: sent ~htra.~lr, who waabilproeent in hia office on Aprlt 30, at 
d · h • · e ""opam, w e Mr. Schroder on the otber haod 

on•.cs I at he. gave U.~ to formation to Fellowa, U.O:tif · that F~ 
sf.~:~.!!'e illfo~at.Jon by tel~~ne from ~ ~ W. P. ~· . · Y anoua W. P. A. olliciala who teetified before thupecial 
eommtttee_ elaun the1 had no lmowlecl.le of the tele«ram of A riJ 2$ 8011~ by Lieutenant Colonel Teale. 'l'heae .._ W. ·p, A. ·J&cu 
~~hat th~ ~· P. A. ~id not receive the purebateordersfrom 11M 
ch..., rd ent Dmstol) until after April 301 althoul!b these aame pur-
aubsta~ti=~t~ 1:o~h~f"ft 25 and 28, ~pect.ively.. Mr. Harlmeeo 
orders until after A ril 
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\ • W. P, A. did not rec.uve tho purcb.,. 

purchase ord to AI({; M u~ teetilled tbat be bad forwarded the 
withhold isJ~. . ed f ~~· Joe., on April 25 and 28, but had April 30. ..., oopte~~ o t._., orders to the W . P. A. uclil all« 

On A ril 28 
!no., an~ du.;~.3 ~ays a.fodtor the eonl.rac!~. award to Allied Ma~ 
Motoriala I;;e",.. 0 

""" "!hen, acoording to the testimony Allied 
inJtruotio:U ~;., ~ ~~mpt.ing, witbou~ IU~- to eeeure sWppirlc 
commissioner w p0 A · ·A., Mr. Fellows, It. L. McDougal, &881S~I 
Southc113torn 'staie · (' ·• r~~ fonner W. P . A. regional director for the 
Mr. Schroder eonr:rr~do "·.~g: Ooorgia, Florida, and Alabama), "!d 

• Whu Senator Pepper a t the latter's office Ill 

Washington. Aeoording to the testimony of these wltn088011, Senator 
Pop1m was "dv~ that it _would bo impoesiblo to oancol tho contrac~ 
of AWed M•tor•als, Inc., 1Jl&8tnuch u an award had already been 
made. llowever, it waa pointed out d~ the conference tha' Allied 
Matoriala, lno., 1JI.igM be further delayed by -n of a tbreat.oDed 
injunelionaui~ and ~in 'View o.f tbenaticm&lelMII'Cey, hmigh\ be 
well for tbe !!:Jl to negotiate a _,tnct in order tha\ work migh~ 
oommence i"' •t.ol~ Tho reoord -ea1a tba~ tbe afore-mem.t.ioned 
eontuonce in Senator Pei'JIOI''o offiee,.... a "boated 0116" with rer..,. 
00008 made by Seoator Pepper to the promo~<ont of Mr. Schroder 
and Mr. MGDougal and the ~ty for Sonata confirmat.ion or Mr. 
Schroder' I promotion. I 

On April29J. tho day followibg tho oonferenc~ in the offioo of Senator 
Pepper, Mr. l''ellowa wrote a memorandum to the War Department 
stating that an injunction wit bad been inatituted to reetn.i.n the 
performance of the W. P. A. conlnct with Allied Matoriala, Inc., and 
suggee~ that in 'View of the dela:r whicb would reault from the filing 
of -the iLIJunOt.ion ouit and in 'View of tho rectuirementa or the War. 
Departmon~ for immediate delinry of the asphalt;, it would appear to 
bem the beet intoreete or th.e Government for the War Department to 
purchase immoruat.oly, under a n;ogot.iated cont.ract, Ute asphalt 
neeeosary for the main field approximately 1,800 000 llallons: 

On tho evening of April SO, the d11y following M,:, Fellow's mamo­
randum to the War DepUtment telegraphic invitation• to bid were 
sent to three companiee_ b;r the War Department for the purohale of 
1,800 000 gaUons of upltaa for deli•ery by buge at Ea!in Field, Fla. 
The bids were made returnable at 11 o'clock the following morning, 
Ma:r 1, 1~1, at whidl time it wu found tba\ the Pan American 
Petroleum Co. of Tallab·n~ Fta.,_ was the low bidder, the ottly 
other bidder being; the :Stand Oil,o.;o. of LouiaianL In the mean­
time, AUied Materiala, Inc., had not received ite invitation to bid and 
t.hereloro filed an immediate .Protest with the War Department. It 
was then learned that invitatton to bid for tho AUied Materials, Inc., 
was aent by telegram to •Mount Pleasant, Tex., whore the refinery wp­
plying it.s taphalt was located, rather than to ito general offii:ei.Ul 
Atlantl. AI a .-.It of tbill error, Allied Materialll, Inc., did not 
receive the in'Vitat.ion. 

Teotimony ooneerning the "wrong addre88" of Allied Materials, lne., 
was in ooma con11iet, bu~ it wu app~t tba~ the Engin- Office 
had made every aBort to eeoure the oorrect address ovon to the extent 
of attempting to obtain it from the Atlllllta Telephone Co. and from 
Dun and Bradat-t. Lieutenant Colonel Ne:wman of the Corpe of 
Engineers testified that the erroneoue addreoa wu gi von by telephone 
eitlter by tho Florida W. P. A. or the Florida procurament office. ' 
The teo\imon;r, however t '!'" el- in eetlblilhing the fact tha~ the 
proper addr- of Allied Materiala, Inc., was on file with tho Florida 
State office or beth tbe W. P. A. and the l'rocW'amon~ Di"Viiion for 
some time prior to the in'Vitat.ion for bids under the Army conlnct on 
~fay I. 

Teotimony developed the fact that the law firm or OaldweU, Meg­
iniss & Parker, Ta!Wt-, Fla., advi.eod the War De.Partmont and 
theW. P. A. by telegr&mll on April 28 that suit was bomg filed tore­
strain tho issuanoe of purchaee orders to Allied Materials, Inc., 
under it.s W. P. A. contract; however, the record rovealt that the only 
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stoJl'l taken in this connection were the serving of noti 
tion Cor inj_~n~t!on on various S~te officials of the w. ~fe!AoltpJ>Ii... 
cur!""••~ D•vwon. Attorney Millard Caldwell testified iJ. · and Pi; 
caliOn, as a matte of fact, had '-n filed in the Jo' edoral at no ljlpi. 
time, and, Curt.her, that he was aware at the limo IJJ oou_n u..., 
served that his clieol eould nol benefil by such a suil." 0011* .,,.. 

Horry B. Wirin, assislanl general counsel W p A 
tostim?IIY thath~ bad adrised the\~. P.A., up;,n ~ipt~l~t.ted 11>.1io 
o~ Apnl _28 ment•~nad above, t? WJthhold any action under ~lecrt .. 
w•tb Alhoo Matenals, lnc., untJI some determination bad bee CC>n~n<i 
by n court ol proper jurisdiction. Mr. Wiru1 tostiliod h n ~ 
not lmow untill1e arrivod in Florida Cor the pur ol 8 

1 at~· did 
U1o Oo•f!"m~nt that.no su.ilbad acluall:y been K:f. PllOIIrtllg for 

Fred I. Bndges, • •ce pres•dent o( Alf1ed Materials hac · 
that on ¥ay 2lao engage<! in e. series ol conrerences in W~h': 
w1th ••r~ous W. P. A. and United States Army En 'n Corni 
officials, with a view to determining whether some solmfon"'r. 'C 
~orked .out wherel)y Allied Me.terials, lne., eonld receive ita '!hfht. 
mstrucliOIII,under 118 W. P0A. con~ct. According to Mr. B~ 
he ~as advased that •J Allied Matenals, Inc. withdnw ita p~ 
agamst the ~ropc>o«< award to Pan American Petroleum Co · 
!?.:· th~ W~r Deps!tment of a contract Cor 1,800,000 gallons 0~ 

upp'"{ ans~ct.IOIIJI ~ould be given to Allied Materials, Inc., 01 on_.... ' ·l_r. Brid~:.ea testified that he Celt the only way he oould obW. 
6lup~lllg •natrucuons was to agree to the compromile au ted 117 
the. V. P. A. officiols, with the resuH that be withdrew l:"protat 
aemn .tho Army_ awnrd to Pan American with the undersl&n~ 
\v"tPAIAiioo Mn~r~nls, lno., would secure hnmediato action under ito 

. . . contract 
. L~. Col. ~nmos B. Newman, Unitoo St.atos Engineer Cor doniod 
m Ina tostunon,v thn~ the corps we.s a par~y to any co/:' romite 
but stated that !L W'!9 1mperativo, in view of tho long ditla in ~urin{ 
rsphnlt tor Ellllll Field, to proceed at once with dolivorfes aod thai 
~e Wll!l ngre~n~lo ~ any soluti~n that ~hi expedite the delivery of 
fi s~holt to F-glm ~ •old. In this conneet10n, Colonel Newman t<oti­
p0' t lOt he ho~ Bev~rol COnversations with the offioe O( 8en&l<lr 
JP~ ~~d odmallod •n substonce that Senator Pepper's office had 
th v• . ~m that they wore agreeable to tho compromise and U..1 
. 'Y ~dn l ~ore how much materials were brought (rom Allied Ma~ 

na 8
1 
• I nc., •f Pan Amoncan made deJi,•ery of 1 800 000 -•lollS or aslfaa l. , , ti .. 

1 SC: :~, further indicates that on May 3 the Anny awsnl Cor c., • _g .. one of asphalt " '&8 made to the Pan American Petr*wl 
. rperauon_; thu Allied Ma~rials Inc roooived ahi in instnJo. 
~h'eu~:!d Ito W. P. A. contnt.ct; a~d th~ Attorney c:SS .. :.t adria<l 
threatened ~~~-~~ti~ttom.ey at Jacksonville that he would no~ file llle 

M. B 'd e ·.on au1t, 
p~n~i88 in~~,l;«'"tif~ Uaat certain conditions were part ol tho com-
100 000 • allo ng_ 0 agreement that tho contractor would take 
mor;t w.! 1\0~~ .. ~!a (ro;:n 611(>( b of tho vendoro, but that this oe 
wos eoncemod · 1 °11 so ar &s the Allied Materials, Jno., MP""'~ 
aubstMtial O<h\;7;~~'al'~':;:,~; the.t Allied Materials, lnc., wos put to 
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Mr. Bridges abo. t<"ltified t~at all ro':""' or technicali"* were 
in<okod to the dotnment or All•ed Ma~nals, lnc., aC~r it .-ived 
shipping ins1ructior11 on lllay 3, all or which, according to Mr. Bridgee 
were pan of a plan to embarnua and delay Allied Materials, Inc., and 
cause t.be firm to. incur addiuo_nal ex~, by reason ol ita in.;o~ence 
that it was low b•dder &!'d enuUed. to o'W!'al award. 

Tho record reveals, m eonnecuon w1th tho above tha• Allied 
~laterials, Inc., wu subjoctod to a eerie& o( delays by reuon of 
t!!<'hnical demands made upon it by Capt. Le Baron 0. Colt, United 
Stat~• Army resident engineer, at Eglin Field. Caplain Colt, on tho 
oaJ10r hand, in his testimony claimed that be W&B moroly following Uao 
strict letter or the contract o.nd le.w with respect to this en tiro matter. 
However, it was dovoloped that the technicalitios were enJorood only 
in the caoo of A.IUcd Matoriala'p't)lo.\ and at no timo were invoked in 
conn•ction wiU• Pan Americsn otro eum Corperation. For oxamplo, 
Allied Materials, Ina., was not permitted to unload asphalt rrom tank 
cars because Uao chemical· analysis prepared by an eallblisbod and 
well-known priva~ tOBting laboratory was not in affidavit Corm. 
Captain Colt i~aled on sending samples to a laboratory or ~ • 
scle«ion at Mobilo1 Ala., wh1ch gave him a report that tho mate~al " • 
did not meet apee•Jicationa. FUrther samples were then aent to a 
laboratory at Birmingham, Ala., which advised Captain Colt b.Y 
telephone that tho maurial did meet specilicat.ions. The Mobile 
laboratory later admitted that ita de~rmination that tho material did 
not. meel. s~ficalione waa an "error." In conneeUon with asphalt. 
furnished by Pan American, Captain Colt tatificd that be accepted 
the material on the basia ol a telephonic report from a Florida labora­
torr. He could not explain why he had not required this report to 
be m affidavit Corm. Jt waa further brought out that ho bad kept 
carefully written note& as to the hour and minute or all oegot.iaUons 
or discussions affecting Allied Materials, lnc., but that he could not 
even rcmembor a.pproxlmn.to da.Ws in connection with Pan American 
shipments. 

During the bearings on Uao Eglin Field project, a controversy in 
connection with the purcbaso of asphalt Cor tbe PonBOOOia Municipal 
Airport came to th6 attention of the committee. The same principala 
were involvoo, and tbo (act.a appeared to bo that the bid of A.llioo 
~lnterials, lnc.l ror delivery by rail o( 1,024,500 P.~loos in lank cars 
at Goulding;. Fa., was $133.18 lower than the b•d of Pan American 
Petroleum uorperation in links at Pensacola. DOBpiU thia ract., 
W. E . Harkn- made thn award to Pan American, aubeequenU, 
giving Beveral reasons oC dubioua validity, includina the allegation 
that1t was cheaper to load trucks from tho Pan Amencan ~~ than 
i• .. ·ould have ~n to load from ~ """'• and that tho difference was 
more than enough to 'off~t tho lower price bid b.Y Allied Materials, 
Inc., plus the edditional cost of hauling from tho Pan American tanka 
which were 1.6 miloe farther from the field iteelf than from the rail­
head st which Allioo Ma~rials, lno., would storo the upball. . 

The record shows Uaat on May 1, 1941, Senator Pepper called W. E. 
Harkness by long-dialaoco telephone to discuss Flarkn-• pending 
promotion i that on tho samo evening Harknll88 calloo his auporior 
offic~r, A. J. Wulsh( in WMhin(lton, to discuss the promotion and also 
to d1scuss the Ponsacolo. Mun•eipal Airport asphalt o.ward; that at 
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nbou t 0 o'clock tho following oveninj:, May 21 Harkni'M rnaUtd A Walsh a . memorandunt recapit~l!'ttng _the oids and olhor r..;,! in-•olvtd 1n tho Peneaeola M untCipal Airport award nnd 1'1>( ueo . tolophonic instruc~ions; bu_t that on ~ho following morning, M~y~~~ rejeeted the low btd of Alhed Materials, lnc.1 and made lbe a.;.;,j It Pan Amuiean Petroleum Corporation d~tte hi$ atelo!menL to b' superior offioor that he would I'Wait instructions from \Vas~in • before making an award, and doepito the fact that Allied Ma~ Inc., had filed written protest. 
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· t liabilities" which would b6 considered in making the "conun~d that tho further action of Mr. HarlmeM in malw>g Uto nw"''l• to l'an American Petroleum Corporation wiUtout giving oppor­aw~~< to Allied Materials, lno., t.o b6 heard, and deapite the fact that IW'j [d adviood hia superior of!i06f in Waohington that be would not he 1 h award unt.il inatruotioru were received, was not warrentod. "t~:St a~paront that Mr. Harknfli!S had eoMiderable peraonal feeling ! th matter and that he was awaro o! tho fact~~ Senator P~pper, w ~ad nominated him for a better JOb1 was deeuous of hanng an "'!~rd made t.o Pan American. The IJ:>OCtal committee m<M!t stron~y de lored the fact that any M embeT of Congrees w!>uld peruu~, even Y · f. ce an emplo1ee of the G'!vemment t.o believe .that hia J>romo­~0~ a better position'!" .. contingent _upon the secunng or a Govem­ntonl contraOt by a op&rllCUfa~ corp?r&I.!On. There appe&Tod to b6 tor mvestigat.ion\ however, a '!'~cb broad_er ueation back of all these tMt&ncee .or dOI&.T t.nd mdecwon; U..t It, ~ oxtent to which any other aganetes of tbo Government, m or out t rtho War Dopartroont, should bo able t.o in_fluenco o~ CO'!trol tho ~eecb or tho Air Corpe. It wae apparent that m the Eglin Field eaae b dela • ould not have occurred bad not l~o W. P. A. and the I'r'!­l 0 omelt Division boen involved, and a cons•derablo amount of test•­~~~ny in executive B&&ai~n poin~ t.o. co.ntroversy between the _Air Co and the conetructlng agene~e~~ Wlthin the Army as to technu:!-1 :a.' and specifications wllich at least in aome inatenees reaulted •n doloy longer then Ol<isw3 in tho Eglin Field caB&. _ (See appondixJorexbibita.) 

739-tt.-.2-o 

• 
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This committee'• first activities OOilCUiled materiala d . 
anee ?f \hcee, a questionnaire was directed to 1~n0o Ill furu.,. 
organrzattona concerned with the purchase prod r '"mm....t 
vation or atra!Algio and critical mt.t.eriala ' II u.c ton, and CO!IIor. 
exccut!vo s-i~n over" period from M&y tDto J~~8819~~ htld 0. 
at whrcb t'!8tunony was heard from officials of th 1• m.d~ir~ 
above montroned. e orgaruutiona 

Oral testimony covered more than 1 000 pag d . 
questionnaires approximately a like amohnt .Aa·~~n rcplru t.o tbe 
tostirnpny Wl\8 grven in executive Bell8ion" and tr~roat_ated all olll 
testimony wcro furnished only to members of the 00= ... of uu. 
Department, and the Offino of Production Manag. t t\ the War 

Tho anawera to the questionnaire are · "abien · 
dentiol" and for that reason this report wilJ10~~~~edmarr~ "Co..s. 
~·· . ~ muob has boen published in on Y m ~ 
and ~f!ltcal materials that no useful P"~~[_rdrsL~n •tra• 
repelrtion. -,....... uo serred by 

O."*TRODUcrORT 

.,.!~ti:n 1~f~tC~tJ~::fes ~h~~ ~~e~fra~~. ~~d ::l 
raw matenAis needed for national defonae "tb r 1 
on ifj• aeeumula.tion of 9<>vernment stock j,il.:s oft"b"~u.::t!ri'J.baoio 

of tho tc.~tunony JPVOil by Government expo t bef b" · 
T~~te~;~~~~·~~~f:.Jon ~-di":Jtos a realization of; aorig:;: ;,t:a: 

~g~• a pic~r0 which ~a h~:d~u~1~~~J~~~~;"J:be:•~ 
oom~::n~npublt•g:nent officrdals h&y~ end~avored .to bring to • 
yean~ D ~· ogress, an administration, durrng the pasl 6 
thinkin ur\"g t · 0 years o~ ~· depreaaion the Nation baa geared ita 

to 
· g_ marnly to domeattc rssues. LitUe attantion has been paid 

wamm.. of our ' orer· · · d .,. . 1' 'gn-iletVlce repreaen~trvea and non cor· 
;:son 

1
enta,_ that m a world where brute force is now tho domirw>l 

geo;.~b~0!,:.~J ooulddremain untouched in spito or our favorable 
U · .. - on an •ul?posed)Y un.limited natural reoouna 

gan.J:: a~:=hfn ulfo':h;:t JDJSinform~tion long ":toyed ~Y propo­
tha • L _ . era that this country I no .,ta) DtOds 

a. cannot "" supplied within its borders. Tbia miainformalioo 
bas not only boon harmful to th . d· '-'·"·· • . ·.:... but is a men& to h •. . . e rn \Uh .. nauz.au eeonomrc poor­
defenae. 00 t e UUIIrtution of an adequate program for natioDol 

~?;i~hJ!1~~~:Uti?n ia coD?pletely aelf..,uf!ieient in raw maWiala. 
than moat h ry .!' more. ncbly endowed with wealth of minenlt 
It is ot er natrona, rt ts certainly deficient in certain materials. 

profit to undot:3tandable that privat<l induatry which mus t have • 
ever botJ~u~v'j~£ sboudld s~ok raw mat<lrials in foreign mnrkots wh~n· 

, ,. ., ua 1 Y an pnco redound to ita int.eroat. It is likewua 
u "all loC.In) rtpott, O)td IWJ 2J r~· 108 ' nt• 
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undetStandablo tha~ domN tic producers seeking a share of the world 
markets should urg& .tho granting of subsidies an~ tt.riJI'a to enable 
th<JR to compelA>. ~th low wage_ ~t!ll of foreJgD countries. In 
times of peace tbia ,. wholly doa~~&ble but too often oxt.rt. .. aga. n~ 
claims of th- produc.a baYe led :S..p.-n~tiv .. in Consr- from 
their areaa to take a~ ~-~ a abort.-eigh~ position to tho detrimen~ 
or tho national P~· 

Subsidies and t.amra to encourag6 production of raw matorialt may 
be feaaiblo under eer~ oireUIIII~eee but to date have no~ been 
wholly auCC<llllful. N"aturaU.r if domestic reeolll'008 of a min.eral are 
either insufficient or nonOJ<JaiA>Illr-niakel or tin~r our climate is 
not suitnblo for tho growth of a apecilic plantr-rubber, cinobona and 
•bacs- ncitbor tariJJ nor subeidy can aasuro ita production in ~m­
moreial quantitioa. 

or aU tho factors which govern national policioa there is none 10 
important as tho ~ion of cer~in raw matarial., !or without tboao 
00 count<y can lolljl aua~in an arm.G conJlict. 

All previous oatomatoat. borD; of the first World War ""perionoo, 
have of n..-ity been ailcaraed in this present day of blit&kriOlr 
and maaaod ~al warfare. The d..,truction wrought hJ modem 
mechanical monatera on land and auper fortrulsea in tho tur calla for 
astronomical figu,.,. in aoquiaition of raw matarialt. 

All the experts toat.ifyinJ before this committee admit~ that their 
estimates bad to be rtprded as temporary and should be on a day-to­
dt)' basis and subject to change duo to the now weapons constanl.ly 
h<mg: introduced on tho Europun batt.le.fielda. 

H lB a aad common~ry on tho wisdom, judgment and initiative of 
the industrial and political leaders of this ncbest and most reaoureeful 
Nation on earth that, in tho first year of her defeDS<I effort and nomi­
nally a~ peaeo, rationing of civilian supplies, priorities, price control, 
coriServation, and aubetitution aro found neeeasary. 

Ovor and over apin voioos ht.ve been raised in the intorcat of an 
adc-quat~ reaorvo or ra"w matarit.la for national defeoso. Tho records o! 
hearings bel oro Ilouao Military Alfairs and Appropriations Committee.~ 
are replete with testimony urging the noccssi~y for aueh an effort. 
Among the individualt ao toat.ilyinj: these names are ouUitanding: 
Generiil Rutherford 0~. C. T. Barno and Major Heiss, of the Anny· 
Captain Daubin

1 
of the Navy; Drs. Fu";;;ess, Finch, and Fieldour, o/ 

the Bureau of Mmoal· Dr. Feia, of the SIA>te Departmon~; and Dr. C. K. 
Leith, of Mineral Po ie,Y Committee of the National Reaourcea Board. 

Realistie conaiderattoo given to this testimony by Membera of 
Congresa who held aimilar viewa belatedly m~ululd in tho foUo,ma 
legislation by the Congr.a: 

t. LJ!018t.ATJON 

I. Tin Proi«<Wn .Aci.- Tbia act, approved February 15, IG38, 
p_rovided for tho protection and proaervation of domeilic aourca c;>l 
tm and was the first move in the dirootion of conserving the domoauo 
supply, although ita P.rimary purpoae was more concerned with foreign 
•!"'nomic aanctiona than domestic proteetion. Under it, ""PGrll of 
lm ll(lrap are subject to ""port licenaea begi.o.ning in A.Jlril1956. 

2. Public, 117, waa approved June 7, 1939. Provroua to thia bill a 
step in this direction waa mado by tho inclusion of an addition of 
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$3,500,000 in tho Navy appropriation or 1938 for an 
by tlta~ Dcpartmco~ of reserve supplies of at.ra~o an.j<C~'!'•Iatioo 
ma~als. Additional funds amounting ~ $5()() 000 in :!cl,lieal "• 
nex~ 2 years, were provided in a similar manne; and by ..n of ~ 
over $4,000,000 bad been expended under the Navy D 11111 
ptogn!D. ·~~ 

Publil?/117, .or which Mr. Faddis, of PenD.Bylvarua, now ebai 
Spoc1al vomm1t~ No.3, was the author, providoa aafollowa: ltli&Dor 
To provide for the oommon defense by acquiring et.ockl of 1t.rat,e.t .... 

materla.ll M~C~-ntl&J t.o the needa of indUS-try for the manuf 15~0 •~ crlta.a 
for the armed forooe and the oivil.i-.n population in tlme or~ture otwpp&e. 
gonoy, and to encourage! u far u posajble~ tho further dov(llopm::&or~ taler· 
and critical mat.oliala wl hin the United Statoe for common defen.tt&. 0 t&lqk 
81 it ttUJtltd ~V lA• SeMtf ond Houte of lUpruenUUiru o/ tA U • 

fJ/ JtmeriM ;,. Co"""" aeumbl.td, That the natural rceourtet 'ot ~h'~08r~a Stat. in C(lrtaln ltrat.egio and critical materiat.a bel.ng dcftcleD\ or lne:mC:::.I«< 
developed t.o eupply tho toduatri.&J/ military, and naval noodl of the oou ~r 
oommon ddenee.~ i~ 11 t.he policy o Conscresa and tbe J)UI'J)Oie and l te: c:l or 
Act to provide ror the acquilitfoo or atocka of these m&tCirlat. and:!, .a!_~ 
the development of mlnee a.od depoeita of tbeeo materiaW wlthln the United­
and ~bt.reby deereue and p~veot wherever poeelb&e a dt.o~t:roua &ad 
<!<~\'(lenco ollb4 Unlled Sta ... upon to~ nalloOI I<>< aupp!Joo ot "*" tiiiQJ 
nail Ul tlmee ot national emergency. ....., 

S&e. 2. To oftt<IU&Ie lbe polic;y 10llorth in -Uon I bereo1 1be "--'·­
War, lbe Seerotary oiiM N&Yy and l),e Seael&ly ollbe lnlorior .;;iq~ 
lhrou&h tbe •••Y ol1be Army aod NAYy Munitlooo &.rd .,. ~,;...,7-1r.ed &J?d di~ted to det.enniM which ~t.eriale are at.rat.&ic a~ erhbl UDder a; 
P~Yiliont of tbla Aet, and to determine tbe quality and quaatl"'- ollll$-. 
~la whJeh abaiJ be pu~ within the amount ol the app=iaUot'lt &~N~r. 
a&Od by thla Aet. In det.trmmln,g tbe material~ which are 1lra &.Dd criUcat 
and lbe quaUiy and quanl.ltl .. of same lo be purchaoed, iho S..ro ol81&1<, 
Trouury, and Commeroe thall eac.h deafgnate ~preeeotatJvoe co oooper&tt w1th 
the ~tary or War, tho Secretary of the Navy, t.nd 1.-ho Seeret.&ry of the IaWior 
in can-ylng out t.hCI provisions or thi5 Act. 

Sec. 3. "Tho Secretary or Wt.r and t·be Secretary or tho Navy when they deem 
auch aoUon appro,nlat.o bee&Wio tho dome$tiC production or IUJ)j)ly or any ot tM 
abovo matarJalt it lrntufficJont t.o meet tho Industrial mJUtary and naval neec11 
of thlt eountry, ilhftH direct. the Secretary or the Trei.eury through the medlv.m 
of the Procur~mcnt Oivition of his Departmen\. and rrorn' the funda autllorbed 
b:f the provbJion• of t.hla Act, to make purchases of euch mat.e.rlal• In aocordanee 
w1th apceffleatlont prepared by the Procurement OJviaJon of tho Trt..-ury Dtpari.: 
ment and approved by tho Sitrcta.ry of War and the Secretary of tbe Nuy, aad 
lo p rovide for the 1torage and ma.intenanoe, and, where nec.ary to pmeal 
deterioration, for tho rotation or auch m.ateri&IJ. To acoompU.b eueb rota.tloo 
~~!-~creta.ry o f 'ho .Tre...-ury, with the approval of the S«retarr of Wtr &lid tM 
~tary of tM Navy, il authoriaed to replace acquired aWCUol ao)'aueb maiefW 
oubje<t 10 do~rloralfon by equival .. t quanlllloo ol I he IAliM malerialla.,.. 
manner u he detma will bell ..,rve lhe p.,_ ot lb.lo Ael. Tho 8e<ftloiY t1 
the Treuu'7 11 tmpowe~ to meet. out. ot the fUD.dl a l!tbori&frd in tblt lt\ 
~ -.y lo ._mpllah aucb rotalioo. Tho Secretary eball iod11do II 
b.lo ann~ "'PD" 1e Coosr- a detailed otalement ol upendiiWOI lllado­
~~~.~- and lho melbOd ol rotatlOJ> emp1o1ec1. Tho maleliaileo ~"'""""' 
~ ue 1tored by the Proeurement. Oivwon of the TrMtt.liY Dnl6rtmect Cll 

ol
llll!Watary andd naval n~~UVaUoM or in other locatiol\1 approv6d by tM 8tertW1 

at an the Sec.ret.,.,. ot the Navy. • 
Sse. 4. Materiall aoquJred under this Act except. for rott.Uoo to prevent dekriO' 

ration, &hall be UIOd only upon the o rder of t.he PreiJde.nt In tlme Of war or wbd 
be thall find that a nallonal emergency existe with re.peet to national deteDM 11 
a oonaequenoe of tho t.brctAt of war. 
r ~~c. 6. Pur<~hA301 under thta Act ahaU be made in aooordanco wnh Tltk Ul 

o o Aol or March 8, 1938 (47 Sl&i. 1620), but a reuonable tlmo (not I<>''"""' 
r";rrear) ehall bo allowed ror production and delivery from domettlo eouroeu.od 
~ odoMo

1
of any tuoh materla.l avaJlable in tho Unltod Stt.t8, bui which Ma~! 

0 ovo opod oommorclally, the Seeretary or Wt.r t.nd tho Secretary ollllll' 
Navy, may, ll they Rnd that. tho production of euch material l.l econ0mlca111 
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f-bk. direet tbe purc.h.ul of tueh material without. requlrioc the vmdor co Jivo 

~ 6. .~or the ~nt, trarwport&Uon, maintenanee, rotation, and ttora&e 
·"- materials to bo acquired \lnder thlt Aet.. lbero Is btreby au1horiaed to 6e 

tJl - ·ated the aum of $100,000,000, 0\1\ ol &DJ moDty in the TrtMv:ry noi 
~ approprlaled, duri03 lbe 6Kal 1..,. June 10, 1m. 1o and lndudlq 
Ju•• ao. 1943, lo be • .,..,dad UDOO lbe JOint dlreelloo ot l·be 8ocretary., War 
aDd the Secretary ot tbo Nt.vy. . 

5..,_ 7 (al Tbal the Soonltary o1 lhe lnterior, lhrouJb tho Dlr•elor ot the 
B re~ou 0t MinM and t.bo Dlrootor of tho Geolos;eal Surv(l)', II htnb)' autborlaod 

ud diroc-ted to make to1entlfto, tochnotosle, and economic lnvettisationa concero· 
~~ t.he extant and mode of oocu-rre.noe .• tho development, minJD.J. preparation. 
~reatme.nt and utiUaatlon of ore~ and other mlneral &.ubltanc.:. found In the 
United st&tc!e or ttl t~rrltorlot or lntula.r ]')OI8eft!llont, which are euentlal to the 
common defonso or tho lndu~trlal neoc:IA of the United States, and tho quantltiM 
or r-ado8 or which aro lnadoquato from known domostic eouroos, In order to 
det:rmlno and devialop domeetlo tourcea or auppl.y, to deviae new methods for tho 
'realment and uUUu.Uon or IOWCir gr&de n!lfle.rvee, and to develop eubetltutol for 
euc:h tMentlaJ orae and mineral producLt: to explore and develop, on public Iandi 
and on privately owned Iandt, with the OOI\8ellt of the owner, depoalt. of eueh 
minerals including ooro drUIJng( trenching, te~t pittlns, &haft alnklns, drUUna, 
C1"()S!S(:utirng, S&mpling, and meta lureic::al JnvellJgatlont and teatl u rnt.)' bo nocee-­
W'Y \o de~rmine tbe extent and quality or aueb deDOtiY·, tbe moat aultablt 
.netbodt or mhttns al'ld bent:ftctatlna them, and the cori" at whie.h tM mtntrala or 
-ah may be p<Odueed. 

(b) For the pUJ"PC**I of carrtinl ou't tts. provi!:io:oaol tbiseection tbtrelt t.tr.b)' 
autboriJtd to be approprl.&l4d out of anr motif:)' in tbe Treasury not.~~ 
appropriated, for e.cb of tbo &cal JUft endln« June 30, litO, 1fH1, 1042, and 
Jti3, tbe sum of SMIO,OOO. of whJeh amount $350,000 lhaU be appropriated \0 
1be uu .... u ot MI.,. and .. 60,000 lo the Cl<>olopcal Sunoey. 
Punruan~ ~ the above legislation there bas been appropria~ ~ 

continue available until expended a ~ial of $70,000,000 ana<:~ as 
follows: 
Public, 361, 76th Cons., approved Aug. 9, 1930 • • - -- ---- ········ $10,000,000 
Public, 442., 76th Cons., approved Mar. 25, 1940.-••• -· -·- -...... 12, 600,000 
Public, 007, 76th Cong., approved June 25, 1940 ...... ------ . - ·· ... 47, 500, 000 

Under Public, 361 and Public 442 invitations~ bid wore P!'Oparod 
and forwarded ~ tho individual and corporations who had orogmaUy 
requested an opportunity ~ bid on Government roquiremonle of 
stralegic and critical materials. Awards were made ~ the Iowc.at 
bidders co.mplying ~ tho lowest lenns and proposals. Under ~ubho, 
667 Seventy ... ixth Cong.roaa, invitations ~ bid wore prepared o,n tho 
usu~ manner on chief commodities and the balance under consodera• 
tion were negotiated frequently with the assistance of the State pa­
partmcn~ and oflera recc1vad wen> compared with marke~ quotatoons 
on same, • ·here anUablo. If not available, offers were anal)'~.1and advice obt&ined from the Bureau of Mines, Office of ProductiOn " an­
egemen~; and before acceptance of offers lhe7 ware approv_ad by.~~ 
Direeter of Procurement, tho Coordinator o Defense Pro1ac .. , ..... 

~.~~!J!?'Gat~;~"Jv~ t6, 194Q.-The increasing diffialcult~· 
in obtaining raw materiala from foreign sotmeS and tho actu aavor­
&nce of many linea of aupplioa and the realization by Congrcoa tba~ t

1
he 

~ment Divition waa not geared in the metboda neoeesary or 
R!!>mpt action in competition with Axis buyers, led to ~n amendment 
t~ tho &construction Finance Corporation Act. '!'hill amendment, 
luiown 88 Public, 664, and section 5 of this act prov1des as follows: 

S.:o. 5. SeoUon 6o ol tho Rcconttruc.tloo Fint.nce Corporatlou Act.Jodaebamadtn~O~ 
(U.S. C., 19a. <dillon. Supp. V, lltlo 16. """· 606b), is hereby amona, Y OJ 
a\o t.be end thereof tho tollowtog new pArAgraphs: 
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Tho <:?m!"iL~'a chief concern in this invMligation has be... 
lugely 1n mqumee as to progress under Publie Noa 117 Clebtero.J 
A quNtionn&li'C, or which mention has previously ~ llwj fil>dd Gel. 
oped a mass or material. A brief summary foUowa: e, .,..._ 

OOVERNMC.NT 080ANJIAT10N8 CONCJ!RN'ED WlTR TB& 
PRODUCTION, AND CONBE'RVATION OF 8TitATEOIO AND~ 
~~~ -­
The roUowing Oovernmen~ Oftanizationa are concerned ·~ 

pureha&o, production, and conservation or atntejPc mat<lrials and :f. 
pertinent func~ons and interrelation or funct•ona of each are b eu 
br~eny summnr~zcd: .,. 

1. Army and Naey Munilion8 Board.-Public, 117 deeignatad tho 
Army and Navy Munitiona Board as tho agency through which 
detem1ination of kind, quality, and quantities of materiilla u, be 
acquired and stored was to be made. On April 29, 1939 c.be ~ 
and Navy Munitions Board appointed a commitle8 'd•lel 
"Specifies tiona and Storage Committee for s=· c MaWials," Gl 
two to s tudy and submit recommendations · •P6cificatlaao 
for tho procurement of strat<!gic and critieal materi and for 1M 
storage or tho emergency s tocks. Tho intere8tod auppiJ anoa 1111 
servieoa of the War Department and the intere8tod Blll'6au ui 
Offieoa or the Navy Department designated rep,._.,tativea aud...,. 
to this committee:ron June 15, 1939, the Army and Nary Munitioca 
Board asked the SRmariee of State; Treaaury, Commtrt41 aoc1 tho 
Interior to designate a representative to cooperate with theA.;; 1111 
Navy Munitions Board in esnying ou~ the provisions or eeotion 2GI 
the act. By agreement among the Secretaries of War, N&ry aud 
Agriculture consummated A~t 29, 19391 tho Army and Na't'J 
Munitions Board is charged With the admillUit.ration of allootiYiU. 
relntivo to inspection, aeeeptanee, shipping, illl!uranco, placing iu 
sterngo, survoiUnnco during storage, and rotatmg or steoka. InumllCb 
as tho major 110rtion of our stock was to bo aterod at doper. und01 
control ol tho Quartermaster General, i t was doomed' advisable to 
have tl1o notual administration of activitiee connected with the rooeip~ 
storage! rotation, and &hipping performed by tho Quartermutor 

nora 'a office. 
. Procvmn..U DiNion of IM 1Yt<U1U71.-Under tho act tbe Pro­

ourem~~ Division of the Treaawy Department wea charged wit.h tlla 
~poDIIbility for the procurement, transportation, maintananoe, IOIAI­
bon, and aterage of the materials to be aequm.d under this teL To 
effectuate the peliciM as set forth therein there was established UDder 
the dinlct supervision of the Director of Procurement the Stralcio 
and Critieal Materials Section. 

The functiona of this organization are as foUowa: To maintain~ 
between the Procurement Division and the War, Navy, and lnlenO< 
Department&, and to cooperate with these Department~ and re_ptt­
&e!l~tives of the State and Commeree Department~, M•r!t!me Co.m­
llUSS•on\ and Office or Production Management in detetlnlllJllS wbi<b 
mnter!a 8 are strategic lllld critical. The quantity and qualifY of~~ 
mal<lTinls to bo purChased, and in arranging for tranaportsMn of .... 
snD_~o; to prepare apooifieationa for strategic and critical matarial>

1 
•• 

wluoh nro approved by tho Secretary or War and tho Soorotary o "'" 
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'i••T to prepare invitation& to bid and to make awards; to n~tiate 
~nm:cta "ith the approval of tho Secretary or the Treasury without 
referenee to aeetion 3709 or the Reviaed Statutee; to arrange for the 
510nge of auat.egio and critieal materials on military and naval 
reservations or in other approved loeations; to arrange for inapoetion 
of materials; to pay vendora' invoices; to maintain inventory recorda 
of the quality and quantity of at.ralej!ic and eritieal materials ate~ 
at each base; to arrange for periodic inspections and inveotoriea, 
arrllllge for rotation of materials to prevent deterioration and initiate 
ootion to replenish ateeka suHering deterioration; to maintain a com­
Jete record of all financial operationa covering the receipt and dia. 

Cu,.0mcnt of tbo funda al'p~priated; to co~~t, eomp~o, analyze, ,nnd 
mnintam recorda of atshst.ical data pertnmmg to PriM fluctuations 
lllld tho supply aouroes or atrategic materials. 

Thoro bas been established a polioy in connection with tho aequiAi­
tioo of strategio and criticel materials to purobase material from 
domestic souroes or now importations of foreign material. Tho policy 
has also been not to compote with industry for available suppliea and 
to absorb ooly &uiJlluaea beyond industry's requirement~ for two 
rt&SODI: I. COmpewtion between industry and tho GovemmoM •• • 
would Wid to raiao priooo and in most easee would not make addi­
tiollJII supplies available, and 2, the absorption of these alral"ff,ic and 
critical materials into atock pile and the Wiling of it away from 
indnstrr. would in aU probability n~tat~ industry's ealling on tho 
stock pile at an earl1 date. 

3. Tlu a • ..,..truaion FiMIIU Oorporalion.-Punuant to tho 
enactment of Publk, 117, the Reconatruction Finance Corporation 
created tho following companiee and corporations: 

(a) The Me tala ROI<lrve Company was set up on June 28, 1940, with 
a capital of $51000

1
000. This company is managed by a board of ai• 

directors appomwu by t,ho Reconstruction Finance Corporation. 
The purpose of tho Mct.als Reserve Company is to acquire and 

carry a reserve supply or strategic and critical materials in connootion 
with the national doionao program. Their procedure of operation 
followed is: 

l. President dclineo a material aa being strategic or critical. 
2. Office or Production Management recommends quantity or tho 

material Metals Reaervo Company ahould purchase . 
3. Metals Reeervo Company purehaaee at current prieoa tho .quan­

tity of such material available considering the requirements of mdut­
try and governmental departments. 

4. The material is atock-piled by Metals &serve Company. . 
S. When the material is requm.d to be uaed for defense, the l'l'eli­

dent and tho Federal Loan Administrator request Metals Reaerve 
Company to make the material available to industry or governmental 
departments. 

6. The Office of Production Management is ad,;sed of all requeats 
to purchase material received by Metals Reserve Company. 

7. Office of Production Management recommends to Mottle 
Reserve Company tho quantity and tho par~y to whom tho material 
,. to be sold. 

8. Metals Reserve Company aoUs the mat-erial to the ~mmonded 
party m tho amount indicated by the Office of Produot•on Manage­
ment. 
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catll!ed a Lremeodous controversy io sod ou L ol U.~ Halls ol f'­
lor a period ol 20 years. The {>reset!~ unsal.islae~ry lilu~ 
rtgare~a "'~ Oo••emmcn~ stock p1le is in a huge mtasure /""" • 
ol U.eee churos. "" "--I 

A/ur the •'- ol the War, IV17-18, domeotic pr<>duoorw ~eel Coo.... 
prow.c&Jve C&rift' on the grouncU that a domertlo aupply waa «*ffltl&llli1j.lor ' 
war, and t.bat. lho wartime experience Indicated that a aubtt.anLW "-• 
tndu.try could be developed. It wu otated that a dutr o1 1 •••n Pf!f ....... 
rnet.&lllo manpne~e., "tho domestic min• wUl be able to ruppl from PGciDd fl 
percent annual requlrementa during the 6rst few yean, an{ evtnt !G 10 11 
domtetJo minot would be able to supply the entlre )'o&rty requirement.~' tlie 
grese oetabUthed tho 1 Of!DL duty In t,be Tariff Ac\ of JV22, but. the retult.itn t!: 
or domoet.lo production were far leea tha.o promieed. At no limo ela()O tbe lm 
sltlon or tho tariff baa tho domC!18tlc lnduatry oontrlbuted over 1 t roeo !PG­
dometdo mot.Allurglcm1 rcquircmente and tbo average for 18 y~art IT-923--~ • 
only 6 percent.. deepllo the faer. that. the protection otrered by tbe tarift . 111 
Iron, 60 to 100 percent. ad valorem. Moreovru-, within reeent yt&l"' (IInce ~ 
American producers have h&d t,hc added e rot.ectlon of A prloo dHTtrtnUila~W~' 
cabla to Ooveroment purchaae under the 'Buy Amerlun Aer.." ~ 

In viow ol tho lac~ that t.be overwhelming preponderance ol bip. 
gr"'!o ore mus~ come I rom _fo~ign countries and U.e dcliveg ol it i 
sub1ec~ to U.e hazards olshipplllg as well aa the lack olshippmcana. 
able, i~ is easil,- undersw.ndable why the eiLuation in repnlt.o .... 
gao- ill ol definite concern to lh066 chargod with U.o p,__ 
ol tbis basic material. 

CHRO>rnJl< 

Chromium is one ol the most im~rtant sw-atcgie ma~rialo, holll 
because ol ita OS!ICntial uses for wbtch there is no aetislactol)'""" 
stitut.o, and booauso ol U.e fact t.hat all ol t hill material muel be;,. 
port.od. Chromium imparts a hardness and rosiatanoo t.o comeioa 
which makes il particularly uselul for st.ocl , in annor plnlo, and gen· 
eraUy lor GXJ?O&od surlaees. 

ConsumptiOn ol chromito reached over 550,000 long tons in lllt 
Unit.od States in tho ponk year of 1937, ~nd tho steel induall)' 1<­
count.od lor throo-q_uarl.<lrs ol t.be tol.al. On Sop~mbor 1, 19-IO, Illt 
Advisory CommiSSIOn to lhe Council ol National Dol01m rt00111· 
mended tho purchase ol all grades of chromit.o in amouniAI grotUy 
abovo our 1037 consumption. On April28, 1941, Motals Rtoerve.-u 
lurU1or authorized to buy as much domestic chromito M poll!~ 
more lhan tho el.ock-pilc recommendatioos, it oec_,-y, to adUtn 
maximum annual rate ol production. 

There are oo known substitutes lor chromium in ita eosential..,. 
in U.o mcullurgy ol steel. However cer~in kno•'D eat~~lial ~ 
•u.ch. as stainleos aW.I lor dooorati~e purpoaes arc rapidly ~ 
cluollla~, and some pereent.ages ol chromitc can bo saved by "'IIIIC 
dowo . tho use . ol chrome pigmen~ and dies, cllromi~m ~ 
chrorruum platlllg, and other relatively known cMential ~ 
product&. As soon as domestic production ol grain magnemte.• 
!'dequatc, i~ may bo possible to substitute some msgne&ito lorchrolllliO 
m rclractonllll. 

1'\lm-e ore extensive cbrom.ite deposil8 in the U. oitod. Statal, but!¥ 
oro IS o!f-grodo and not adap18ble to metallurgy usngo. Do.me~uc 
pro~uct1_on bas thus lar been insignificant, and U.is found mainlY~ 
Cahlomta. Tho some difficulty applies to chromito M docato 1,1'111 

ganllllo booouso ol tho shipping situation. Duo to tho proa<llll 8110 .. 
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lion in the :O.Ieditcmlllean arcaa, litUe reliance can be f,la«d on 
Turkey or Orc«6 as ehromitc ~uppliers, while the long .'"ul lrom 
South Africa and Now Caledoma mskes these extremely unporUnt 
sources ,-uJne.,.blo. Tho Philippines have been ol imponaooo u a 
source ol both gradoe ol tho ore, and Cuba eon be coun~ on only 
lor the refractory grade. 

QUARTZ CRYSTALS 

Commercial-grade eryatals are used in U.e manulacturo ol lenses 
r11dios and clootrieol oquijlmont1 numerous precision instrument• and 
ro1· ornruncntul work. E86Cnt1al uses are in radio and t.olopi1ono 
equipment lor both milit.nry and eiviliM. purposes, both ol which 
require almost porloot crystals lor satisfactory _performance. There 
i• no satilllactory substitute for quartz crystals m this typo ol equip· 
mont. Sat.islnctory substitul<lB arc av&ilablo lor other uses. Quartz 
crystals !roo !rom deloots aro lound almost wholly in Brazil ana it is 
!rom U.at soureo that tbCtlO materials must come. The rapid expan· 
sion in our aircral~ program has brought the need lor t.booo perloc~ 
cl)St..ls to lantaatic figure.. Previous to the presen~ em~ency, com­
parstivcly small amounu ol th- crystals were used in t.l1o Uni~ 
States. AL tbe preoent tUne U.e rooommendatJoos lor Government 
stock pile will bo many times U.e normal needs or industry. 

The problem u regards aluppin& ol this commodity •~ U.e p.uent 
lime is an important one. Tile prmeipal trouble in acquisition ettmt 
!rom U.e lact that U.o a!l<lcificatioos dicta~ by industry &Jtd adop~ 
by the Bureau of Standarda have boon entirely too rig1d. As a con­
SC<JUenee, tho Procurement Division baa rcjec~ large quantltios ol 
tlus mawrial, ol n grade Wat Oio Axis Powers seem able to uso ad· 
,·antngeously. A considcr~~blo revision in specifications should bo ol 
aid in ameliorating t.lto situation. It is sugges~ that rigoNus 
mcnsuros bo undcrtllkon to revise our purchasing methods ol lho im· 
p<>r\anL row material as it is indispensable in communication bo· 
tween airplllllos and between airplanes and ground lorees. 

TUN08TEN 

Tungst;m ill tbo boavios~ ol t.be base matcrisls and bas tho higlu•et 
melting poin~ and grc.atea~ olaatieiLy ol aU the metals. II• abilitY. to 
•;tMtand t.onsion makoe it cspociaUy adap~ to usc ia the producllOII 
or allov steels wbero largo etreMes and etraios are ao important con· 
sideratioo. Tungateo ill abo essential in t.be alloys used in armor­
piercing bullet coree. 

Tung~~t.en is lound in .. ~dely ecattered areas throughout U.e world, 
and China is the principal world source ol the ore ol wollramil<> from 
which wngstcn is made. Considerable tungsten is also made !rom 
seheeliw aod reoooUy tho N avv Deplll1ment bas rele&$Cd ita roservo 
to industry t.o overcome a wnP.,rary shortage ~~ten~g t.o h~ld up 
delenso production. On June 12, 1941, t.be 1'riont1es D1t00tor 11!8Uod 
a general proleronco order covering U.e distribution oll\igh-tungatcn 
oonteuL tool st.ccliUld iJ1duslrial channels in which was supula~ tbat 
a customer for higb-apood st.ocl may not purchase tungst~ ilmolyb· 
denum typo would 8<ll'Ve as well. h also provided t.llllb during a 
3-month period a custom . . or lor hitth-<~pood steel may purchnao tJ1o 
tunlll!tcn steel only to tho oxtont t.hat be buys an equal amount ol 

• . -
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upon the Army and N&"1 and thoee dapart.mcnt. of Go. 
charged with tho ayncbroruzation or our indmtri&l capacity ~ 
reannamcn~ p~, so rapidly lba~ i~ was impoeoible for,. .... 
absorb i~ cllicieni.ly. It is obvious that oeithar tho Arulyllld~ It 
nor the 0. P. M. could estimate their requiremcn~ -...;,;,_a'J 
aluminum1 untll th.ey ware aware or tho numhara, doaigu ·i,;d'-'' t1 
pianos ~ oo COOitrucU>d. .,. II 

Even after the enactment or legialation the Collgl'eaa made '·· 
fooblo pro~t ~aiRllt the parsimony of the Budg~t Bureau in .u:i..! 
but an initial appropriation of $10,000,000. · ·"' 

Consider this figure in the line or P'-nt eatimatoe which run · •. 
tho billions. Ill,. 

(I) Failure lo eniMUI to a retipOMillle he<Jd I he fvll authority to t4try fll 
the will of Oongrm in rhe ugislari<m eMded. 

It was t>•iohally apparent daroughout ' the toatimon,y given btlot, 
this comnuttoo that a lack of coordiliation and absonoo of a r111pollliblo 
boad with authority and power to fix l'el!ponaibili~y in th.is as well,.~ 
other matters, baa boon largely responsablo for the dcfieaeneie. ,.., 1100 aze experiencing. oil olong the line. T be Adminiltration bas....., b 
prone whon difficult problems arose, ~ eaaily diapoao of tJa., bJ 
creating another board, only ~ add ~ the confusion of the -nm. 
of ~cncies we now bave. We are now ~od and will OODiiMo, 
ovidontly ._ ~ be blll'llllled because or the a oo of a oohereut orpo. 
ization. We are overblessed with boards and commit~ ond ~ 
a legion or liaiaon offieera feeling thenooessitrfor con~ultiJl3finl~ 
UU. or tha~ ~cney. All of this bas resulted an a deadly COlliU~ol 
limo and in tho end we still bavo a divided authority. 
(S) Failure of a 1111.11 of urgency on. the parl of officiaU ~J ,.,..w;., 

organi:<~ti<mo. 
In spite of our aupposed ingenuity aa tradera, wo havo jlOlliaild in 

using our ou~moded motbods or purchasing whilo tho Axia Powerum 
ndopting a ronliatio approach. 

In tho caso of tho Procurement Division of tho Trooaury, itmi;:blbt 
ststod this agency is hampered for tho following rooso. ns: 

I. Statu~ry reatricliorua placed upon it by <Jongrou itlelf. 
2. Failure of prompt appropriatio01. 
3. 'roo. rigid s~i6eat.ions presented to i~ by various Oovercmm~ 

organazatao01. 
4. Delays in requests for purchases by variom advoory ~ 
The roeul~ of all this has been that as of June 14, 1941, DD mort 

than 60 poN:Mt of the appropriations have been obligated and of W. 
PurcbUM made a diatressing number of deliverioe bave yet 10 he 
modo. 

However1,wo believe that if the Proeuromen~ Divition bad promptly 
asked for Alleviation of aucl) restrictions as have boon impoied upol 
it !n tllo paat., knowing full well tho urgency of tho situation, Wei 
relaef, no doubt, would have been granted. 

?u. delav in u tohlishifl{l ..,......non. mtlhod4 and the "'' Pi Jll. 
t tiMea for fear of crtalifl{l unmapl01f171enl. 

Wo do not wish ~ aingle out tho au~motive industry M an"'~ 
plo bocauao wo reolizo fully ita vit&l part in our industrial end·~ecl 
lifo, but thia industry was too long ollowed to ooneumo sorely,_. 
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d lense ma~al& in this fire~ year of our defense etron. This in­
d~ bas bl;d a docid~ impoUIII under tho pas~ year and baa uaod 
,.,.. material an a quant.aty exceeded ooly by the boom rear of 1929. 
Sin"" tho ooodt of t.hia indmt.ry are those &Imos~ idrntacal with the 
lurthenwee of the defoOIO program, aome vision was needed by our 
Govenunen~ official& ~ roetrict au~motive activity. 

Our Governmcn~ agcncioe are not amateurs an tho methods of 
propaganda bu~ tborliave fLiled in tha~ they did not long Ill!' begio 
educating the public as ~ tho n00088lty for not equandonng iho 
materials used m our dcfc01o effort. 
(5) Unwarranted dtl<lv• in builclifl{l plants and jaeilitiu for the con""' 

8 i<n> of raw material• into jinuhed product•. 
Wo novo long known tha~ ~be preaont war is a ~tal war and a war 

of movement rather ~han poaitaon. We know that thia '1\'ar is a 
deadly consumor of maohino and ma~ol, ""!d our ~porte in industry 
lllld Government have been to? complaeent m allowmg us ~ have no 
fear of a shortage for our wartuno needs. 

It should have boon fo..-n a long time ago iliat Ibis Nation, 
which is wbolly dapeodon~ on aourooa baU-way around the world for 
crude nabber, ahould have made aome etron to promote the ayntbot.i<>­
nabber industry. Ooly at Lhia late date have steps been l.aken. ~ im­
prove this aiwalion. The four plants that have been authonzod to 
be built with Oovornmon~ funda and oparoted bx private indmtry, are 
pilot plants that canno~ produce results in appreciable quant.itieo for 
some time to como. . 

There bas olao been n&Jloet in increasing the facilitioa for tbo makmg 
ol pig iron and stool, prm~ipally bocauso we c:c>uld. not or would not 
give definite ""'!uranc~ ~ mduatry u ~ wh!'t at llllgb~ expect f<?m a 
war limo ex~•. naaon ?f 1ta planta. ~be sat~ation m rog~rd ~ alwrunum 
is more cratical still. Tho alummum mdustry rclioa on powor­
elcclric power. Tho WlWilllngnoaa of eome Goycrrunoot officials ~ 
Jlrovido bydroeloctrio OOOra:Y from its own dams an such an omorgency 
as oxists ~day, ia at lout short-sighted. Whawv~r may bo tho 
merits of an,y controversy between eO-coiled monopohoa and tho •4-
winistratioo ~his oomrnitteo finds, iliat during so emergency of thlll 
kind, this fact is outa~d.ing, that this is no time to squabblo ovor 
monopoly nor a~tempt ~ place blame, when p.lanos aro ao aorely 
o~ed. 

Tlf_£ B.FPECT 0' SHIP.PlNO IH0Jl'!'AOE8 IN 'I'IJE PROO.a.u& FOil TBS 
ACQU18LT10N' O.P 8TJUT&OIC AND CllfTICAL BA.W MATB8LU8 

A number of tho moe~ important stntegie raw ma~al& required 
by tl:ae United Statee for the dofenae prosram, as well as for nonpal 
civilian use, preaon~ a major lraRliJ?Ortation problem. Chromo ore, 
manganoeo ore and crude rubber mvolve large tonnagca and long 
shipping haula.' Praetieolly oil of the rubber and a largo part of tho 
chrome and manganoee·oroe mus~ move~ this country from the F:ar 
EIISt. Tin cornea l&f11oly from ibis same aros, bu~ ~resents an ~or 
shipping problem bOO&use of its shipment as pig i'!', .• form wbach 
bas less bulk and more doaU-able s~wago charactorastacs than other 
major strategic raw mati)rials. . ' • 

'l'be his~ry of ~ho shipping situation in regard ~ ru~bor ,. a glaf!Di 
example or the inetrocllvcneaa of our present sot-up an tho handling 

• • • 
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Liout.enan~ Oovemor Murphy, was ~ make a 1 
on Nov•mber6, he agreed to moo~ Clapp in Mu•kJ>Cetb 1D ~ 
and go ,.1~ him to~" offices of lbe Brunswick-BrrJc~No•.,.llel 
lha~ ~rdmgly be d1d meet Clapp and went with him 0eoc~ot £-,; 
of aaod company . whcro they met and talked with S 8

10 llle ,G1qi 
and E. E. Widdis; that be, Murphy recommended · Wi~ 
empl,oyed and UJ)OD bein~ asked whai ho thou hL that ~ It 
ohouJs! be, aLated be thought it should be$1 000 ~ vi!!e f:P«<o&lioo 
that would. bo cot...il~ in ~ing ~ Waohiog~o and do' 0 e~ 
neceeaary rn connection With obtarning national deCIDC other ll!iQP 
tba~ lbero w&l! alao ao~e talk of $2,000 a month· thate::e ~~i 
be rntend ~ rnoludo himaolf or refer to hirnset/ in 

00 
no~ 011 

employment as ho was Lieutenant Governor of tho Statnn1~·n ~ 
"fld !t would ,bo impossible for him~ accept such run j 0 lcbipl 
hvo m Washington for that purpoao; that any roooJn°J'lll"'!l.or to 
made· rolat-<;d ~lely and exclusively. to Clapp; that be endMt.iona ho 
stand how 1t m1g~t have ~oen understood by Widdis 0~~~·· 
~·~ he was refcmng to himselt, but at no ttmo dtd be eo in 
his mtcrest was confined solely ~ tho proposed employment of n.!! 
~a~ ,ho had never expected nor dt9cWI8ed in any wa7 with Cia""""; 
dlv151~n of compensation or coiJUDisBion that he miJht rocei•~ = 
be, Li.eu.tenant Gov-:mo! Murphy1 had never rec~ned t.Q1 r:.. 
~JJ1DUM10ns ~f any kind m connection with the awarding or llle " 
ualton of nat1onal defense contracts for any company· that ·• 
Clapp' a appro~hinJz him on the subject of national de/enae ..::C: 
f~r the Brunsw1ck-llalk&-Collender Co., be did not know lui a,.. 
Wltk-Balk&-Collendcr Co. might be in a position to accept oueh.,.. 
traet.a and that so far as any contract for panehuto Bane •u.,.. 
ce:mod, ho h&d absolutely nothing ~ do with it nor bad he enn hM 
of a'!Y such contraet in connection with tho B~nswick-B&Lk..c.n... 
der Co. or any other company in Michigan or any other Stats. 

,Bon. Albert J. Engol appearod before the oommittse and out> 
rrutted extracts from the COngressional Record containinj; the sl61o­
mont ho bad mado on tho Boor of the UoUBO of Roprosentatl\'4ll relati" 
~tho allegations regerdiog Lt. Oov. Frank Murphy and st.& ted t.ballte 
~a~ turned over .said date relative there~ to tho Sena\6 Special 

nuruttee ~ Invest<ga~ the N&tion&l Defense Pl'<lgram. 
,After havmg C"'!"'fully considered all evidence and teatimon~ 

rrutt.od.at tho beenng o~ February 9, it was tho conchwon of · 
Comm1tteo No. 3 thlt.10 the absence of any evidence abowiac lhot 
Lt.. Goy. Frank Murphy, of Mi~ bad reeeived any fee or­
peoaati~n or any kind, 10 cormeetion .rith the a wording or ne«olialill 
!>fa naoonal ~efense con~t or contracts, or participatsd in 611TWIJ 
10 the aw~rdiog or n~tiation of any national defeoae coolled• 
co.ntraets, 11. '!"&8 not w:'thio the_provioce or jurisdi. 'ction of the C. 
m1t~ on Military A.ft'a~ra of the House of Repreoeotativea to m.bUl' 
findings. or ~mmenda~ions rel&tive to Lt.. Gov. Frank MUJPIIT io 
gonoReellon WI~ lbe allegations contained in lbe prees rei- ioiuo6 
Y eproaentattve Engel. 

GOTH IUS AMD TJu: Doi.Uil-A.-YEAB MEN • 

On March 14, 1942, tho preas generally throughout the eounU}­
ave prominence to an anoouncemeo~ lb&t Robeit R . Guthrie had 

tende!ed his reeignation as Chief of the Textile, Clothing, and ~ather 
Goods Branch or tho W11.r Production Board. Tho reasons made 
public by Mr. Guthrie for such action, in which two of his aides par• 
ticipat.od, wore lack of cooperation, ioeubordioation, and the univtll­
ingncss of some dollar-a-year men ~ divorce their private int.eroeta 
from tho public welfare. 

The committee, fooling that such accusations at thia timo were or 
sufficient sravity to warrant further oxamioation, proceeded without 
delay to tnvestlgata tho att.oodiog cireumat.ooces. Public hearinga 
were held March 19, 20, 21, 23, 24, and 26 in Washington. Executive 
sessions concerning certain aspoot.a of Gut.hrie'a cb&r!ies were also held. 

The sole purpooe of tho hearings, a& outlined 6y the chairman, 
was to uoertsin the truth or ft.laity of the allegations made and to 
fix the ..... penaibility for ao,y actions or attitudes that migh~ tend to 
impede tbe Nation'• war eft'ort. 

The evidence upen which lhi.a repert is' based consistsd of the 
teStimony of Robert R . Guthrie! Chief, Textile, Clotbinir, and Leather 
Goods Branch of the Bureau o Industry Branches. 'War Production 
Bosrd; Manhal H&le, Jr., Deputy Chief, Tria, Clotbinlr. and 
Leather Goods Branch, War Production Boord; George P. DOherty, 
executive assistant, Textile, Clolbiog, and Leather Oooda Branch, 
War Production Board; Alexis Sommaripa, Chief, Textile, Clothing 
and Leather Oooda Section of tho' Division of Civilian Suppg, War 
Production Board; Loon Swayzee Iaber consultant, Labor Division 
of the War Production Board; J. A. Ri~ textile consultent, Division 
of Purchases War Production Board; Jl.eooeth Marriner, wool con­
sultant, War Froduction Board; Thomas Evans, deputy State director 
of Pennsylnnia Contract D11tribution Service, War Production 
Boarft; C'harlea W. Ct.rroll,, Oe~rel Utility Co~ttee, !\'~~ Pro­
duction Board; Harold Stein, &8818Lent deputy director, D1vuuco of 
Civilian Supply, W&r Production Board; Marshall Dodgek ex~utivo 
assistant to the Chioft..Bureau of Industry Branches, War rroouetion 
Board; and Philip D . .11ood, Chief of lbe Bureau of Industry Branches, 
War Production Board. 

In the second inWim report aubmitt.od by Special CommitiH No. 
3 on February 1l, 1942, to the BoW!O of ~presentativea, it was 
statsd among other thiogalbat: 

While it il true that. the dollar4&-yMr m.ao may re~ bit intneat lA eena.ln 
fir~a~ and COIJI'Oratfot\1, the com.m.ll.tee belle'tee \hat in br far the yute.r maJorU.y 
or CMee hie loyalty to Government inte..n!lllt.e hM remamt<l unatfeeted, and ihat 
lbe eervleee: rendered to dato b7 the dollar-~ year men have been extremely ueefu.l 
t.od Ia ma.ny e&~ttlndllpe~lo to the C()ndu~ ol the w&r Pf"'O'&&XL· 

It is the feeling of tho committee that there has been no evidence 
submitted during tho courao of tho bearings on the charges mado by 
Gutbrio which would cause it to rcoodo from its findinga rcgerding the 
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oonduc~ of dollar..1.-year men in general as indieat.ed lrorn U. ~>-­
.~~ ·~ 

By this statement tho conuni~teo d()()a not wish t.e eonvo U. . 
sion that i~ is giving a clean bill or health to all doU11r.a,.7 o~~r"llllpr• 
thoro havo been some few inetaneos in U!o J188t where th: aetillletl for 
decisions of the dollar-a-year men havo g1ven rise to the~~~~ 
that they might have l)cQn prejudiced by solfisb intellleta. P~OG 
tunately, however, as far 83 the progreas of our war eltorta~ 
tho committ.ec h113 found this to be tho exception rather than the ralt. 

While the committoo does not believe the general charge madoL. 
Guthrie that the dollar-a.-rear men named by him were inJllleDcod ~ 
their own scl6sh interest& IB supported by thO evidence it d~ 
thelcte, feel that there is evid.enoe of a definit.e failure 011 the~ 
some or thcee men to cooperat.e at various times with Gut.bne, por 
ticularly those in tho Textile Branch. · 

Tho evidence was clear in eatablishing the fact that !.here .. .,, 
widespread clash or personalties involved, particular!! in the Textiio 
Branch and tl!e evidence is clear t.eo, in establishing that aorioua lJ>d 
sharp differences or opinion bad arison from time t.e time in t~ dio­
cuas•on or the various problems attendant to prompt convmioo 

10 war production or the IDdustrica involved and as to tho fiDal ahu~ 
down orders which should be i88ued. The existenoo or thiJ IIDiol1ll­
nate situation probably formed the baaia (or Guthrie's general~ 
ol "odfish interest&" and by tho same token probably formed tho boo!. 
lor tho charges that he (Guthrie) was "auspicious or induouy." 

Tbo committee was imp._t witb Guthrie's sinoority llld Ilion 
was no question but tha~ he favored ilie immediata and draolieldioo 
ol curtailing civilian production and at the same limo advocated lht 
conversion of industrial production to the war effort, rcganJJ. ol 
t:Oilnteral consequences. · 

Tho day-to-day operations or tho War Produc~ion Board center iD 
tho branchas. There aro, in all, some 43 branches. Or thoae, 24, 
relating cbioOy to madulac~uring industries, are grouped wilbio 1 

Bur~au of Industry Branches. An additional 14 relating to U.. 
I>rincipal atrat~gie and critical materials, aro grouped in tho MaWi.alo 
Division; and tlie Production Division baa 6 additional branchoo..-hid! 
concentrate speeificaUy on axpoditing production or d~lod 
military product&. Eaeb or th- branChes baa a bran.ch ciOO. '1\o 
bureau chiefs supervise tho work or tho branch chiefs under lhool, 
and repor~ in turn to the directora of the major division• ol the !\"" 
Production Board. Guthrie waa one or those 43 branch chitlJ. 
In addition, be was for a brier time an aaaistant bureau ehie! wilhil 
tho Bureau or Industry Branches. . . 
. Tho organization o(. thcso br&nchos roUows a pattcmb wh~~; 
illu~trntcd b-l: the Textile, Clothing, and Leather qoo~s ran~, 
wluch . Gutlmo was braneb chic!. Tho branch chief •• n .b'!I"'MI 
oxocut•vo drawn from an industry otl•or than those tiDdct bio ": 
d!atc jurisdicHon. Under him,. in tho branch, are a number ol 
meal cxpm:te drawn from tho tndustrica thomselvea. Th~ ~ 
are au~rdinat.e to tho branch ohio!, and, in the IMt analy~, etD 
only through him. Responsibility for decisiona and maJor b':: 
menda~ona to his superiora roato with him. In addition!..~ . o1 
has ~ed to it ree._reaentativoa !rom the principal stan d.-r~ 
tho War Production Board, notably the La~r Dni.sioo, the o,.-
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. T Supply the Division ol Stati8lies, and the L<-gal Diviaion. 
o£ CiVI::~nCl 0£ lilt~M dlv·isions is drawn lar~Jy (rom lbe UniversitiH:l 
The"" ·on.s and tho ranks or Oll,>alli7.cd lo~r. Their backJ!!Ouna 
~he PJ~:::::: nnd their slant upon problema ollen t~nds t.e be d1ffercnt 
"d• 1 t 1 mon drawn !rom mdustry. 
lro0> 

1
1'"· .~ lnilurc durin!( tho course ol hi~ tM.timouy to emphasiz~ his 

.ut lfl~d rcsponaibilit•os i':' tl!o !'rgamzoll!'ual pattern dceenbed 
dut•es •• ed t.e be an omi881on wh•eli modo •t difficult lor lhe oom­
.~,·c p;:v underatand the r01130ns lor bis lack of experience and 
nll~lee ncerning tbe vital industries over which he had juriJdic­
k_no-.'1'1f&~thrie bad been specific in I! I.. t<lltimony that a branch chiel 
~100j, · exeeutive drawn from an mdustr)' olbu than tbO&e undtr 
IS a . USI!r" ~• ·uriadietion and fully relies in the a~ce ol pen10oal 
Ius '~ge'~n 1te technical advice. or -:arious conauhante w.ben making 
kn:r- · · n affecting the industnes IDvolved, tho O<lcas1on for tho 
• «;'"'0 

asked Oulhrio "Is there anyone over there (War Produc­
questno'0" I) tha• knows'le88 than you do about tht'llothmgs?" , would uou an " . . . 
perhaps hnvo not ar~seu. . d 'b~• h" 11 

Outl~ric in his toetimony before tho commlttee, . t"SCrl "'~ lffi&t' as 
1 r rmrl owner and operator ol a small deJ>Itrtmcut slorcm. Paduca!•· k'" \ 'des stating that he bad served on ~he ~a~d ol d~rectors Ill 
Ny., v'::k City ol tbo Allied S.tores Corporation, 91lllds (Rcsta~rant) 
~w d 0 0 Whit.e Sewing Machine Co. Gutl1r10 also, a.ccordmg to 
b" ·U:,~·mo~y held mem~ps in the New York Cotton Exchange, 

JS Co I modii.y Exclumge and lhe CoffN! and Sul!*r Exchange. 
lhGuthrle eta"'<! that he ;..as summoned to WMbingt.en ~y th~ then 
Office ol Procluct.ion Management in ~iay I 04t, for oerv~ee '"tho~~ 

d tha~ his lirat assignment was t.e ass!Bt lho War Department m 
P'[ci:,;' up an organization !or the operauon ol the Army ~~}~· 
"1' Sub!lcquont to this accordmg t.e Guth11e1 he was as '" m 
~~;.~'::'·LD4l 'to head the Textil~ Clothing1. nn~ Ldeat~cr ~ood1o Branch ol tho Bureau of Industry JJranc.hOB..._,vnr l ro uctcon oat(· 

Alt.cc· tho creation of oho War froduct•on uonrd m
1 
J~t:'"J?I,i\r20 new BnrCJlu or industry Operat•ons was set .up am ·. ted ~· ,( 

Reed chairman or the board of Geuoral Eh!CU'1C, was apr~ .ct •• i 
~lr. Reed in tho meantime, appoin"'<< G~~l•r~o as o!>e o assiS ~~ 
chiefs, alihough Guthrie ret..Wed Ins pos1t1on as ch1ef ol the Texu e, 
Clothing and Leather Goods Branch. fro h · 

Guu.rie teotified ilia~ lor a period ol acveral monlhll m t • ll!"e 
ol his appointment be struggled for an all-ou~ wa: effor:I, and .J::.dtri:,-; 
sisted on tho maximum conversion to war produ~tlon of e tn . f 
which came under hi• ju~iction !'nd tho max•~um :'nsedu:~o~:d 
materials particularly radiOS, refngc.ratorA, woo' co d n'serve 
nylon. Guthrie alat<'CI that his all-out effort to convfr~:: W~r Pro­
WilS opposed by certain dollar-a-year omytoyees. o . . hose 
ductiou Bo•rdl both in tho subordmalo nne "''Jd"rl,or l)0~tt,~~8;' this 
industries mig ct bo affooted. Thob 11:'011 """} th Yboard of General 
eonucction were Philip D. Reed, e 81Milftll 0 0 W r Production 
Electric chid ol lhc Bureau or Industry Bra_ncbos, a R. A D 
Board, :..ho was Guthrie'• immcdi~to; !lupeno~ J. A. "war Pro: 
Juilliard Co. teJCtile consultant, DIVISIOn or Yurcbaaca, M 
duction Board· Kenneth Marriner, wool merchant, Bostoncl, w·• 
1r00l consultant, Textile, Clothing, and !-<'ather

1 
~~'l 8 ':"& tva!~ 

Production Board; Thomas Evans, preacdent o • ona•an 
;~._.2-11' 

J 
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Co., Pbiladelphia, Pa., depu~y Stat.c direct.cr Co 
Service, War Productton Board; J. W. ProcC::.r w~l Dia~'boti.. 
Co., consultant, Cott.cn Duck Diviaion Textile Cl e~tngeoo ~ l 
Goods ~ranch, War Production Board; Frank' W~lhmg, and~ 
Co., Chtc!J Cott.cn Soctioo Toxtilo Clothin ton, CaUm.flrill 
Brnr)cb, \'va r . Production Board. G~thrie tes~ifi::Jd I,()& \her Ooo.to 
spoctfic qu~tton, that be was no~ undortak~ to • 't rcepoll861o , 
charge agams.t dollar-a-year men as a class but w rna. e ~ &!'"tn~ 
spocifi,c expcnonees. He further t.cstified that heko merely~ 
crete lDS~eoe of dollar-a-year men u.ain their . ~w of 110 eoo. 
CO!'lr&ets a'!d knew of no poreoo wbo co~d f~'~)ll 14 ~ 
thiS CODDOCbon. omOI'ID&Iioe it 
FoUo~ a series. of diaput.cs with subordinates and . 

a loeeerung of authonty through a diviaion of duties Gut~ncn..,. 
14 brouglit tho matter I.e ~he attention of Mr Donald lf" ~ 
and asked to be beard. According to Guthrie b~ adviaed • Nelq 
th~1 bo Pt;O~ I.e suhmi~ his resignation and thereafter~· Neioo, 

'· r. Pbiltp D. Reed, ehatrman ortbe board of General El ~· 
g1u1r•. ~ur;cnu of Industry :Branches, War Production Boart'~ ~ 

ut u-tef s unmediat.c supet~or and who, moro than anyone ci: 0 
' " 

tn_rget or the ch~>rges preferred by Guthrie, t.cstified bolo u' "''" 
mtttec that ,he selected G'!thrio as Assistant Bureau Cbiel~e com. 
sb~rt tf'll!amtanee Guthrie had given tho impression of btJnc '::; 
an e ectiv'\ and assured Reed that his TezWo Bnlncb ...,.. wol­
lenUy organ\zed as I.e req~ a minimum of a~tention. A_, 
a,ter, accordini: ~,the ~timony of Reed, he b.!gan to~ queotica .., 
~om of <:Juihrie. s appomtment as A.ssia~~ Bureau Chiel becaa 
ol mf~nnation ~hieb had roached him concerning the serious! d. 
moralued. condit,on of tho Textile Section of Guthrie's ~ 
~etf ,tcsttfied ~!tat '!hen. he IMmed of tho serious difficulty thol 

ut U'tO W"'! hav\D!t WtLh his personnel in the TexWe Section, he had a 
long talk wtth. him and frankly informed him what his shor!oom' 
bero.1 Aec;rr.d~g to Rood1 Guthrie belittled tho difficulties in~ 
R~~c' nn . truusted that no could easily rcst.cro peace and quill 
.""" stated that at no time did Guthrie indica!<> that be wished 1o 
dt~hnrgo or rep!~ any individual in his branch, nor did be aa1t for 
~IStanee m solvmg any personnel problems that confronted bill. 
FmaUy ~fter a series of dispuu.s and because of the inability eo..,. 
~pe...tton from Guthrie, Reed stated that it was decided 10-
atttut~ the Textile Branch as a lKlparate branch. Acoording 10 RteoL 
Outhno could have remained as Chief of tho Clothing ana Leother 
0~ Branch after be bad boon retired from the poet of Aasitt&Dt 
Chicf.of the Bureau of Industry Branches but that instead he fleeted 
to restgn. 
to Th

1
o foU~wing is a ~eview of tho apcci6c chargee made by Guthrie, 

got ter Wlth tho testtmony or tho various witnesses involved. 

RADIOS 

1~2utbrie «:stilled that foUowing his appointmcn~ on Januuy ~ 
Prod' ~ AssiS~t Chief of tho Bureau of Industry BnlOcbeo, II''! 
of th~c~!~'isr h~ed by Phi!ip D. Reed, chairman of th~ ~ 
mechanical - '-'- ectric Co., wh1ch manufactures both rsdiol 

·~.,;cratora for civilian use, he learned that aluminWI 
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d other war OOKntial materials were ~Inti UMd extensively in nldio 
an 18 Guthrie stated that ho became convmood that industrial con­
sce,;ion to war production was beina retarded and directed as a result 
~bat the supply of ori.ti~~ materials 6o abut off &I together in March and 
the produottoo of otvilian ra~bo seta cons~ at an early ~ate. Not.­
withstanding tho fact, aecordmg to Guthrie, thn~ some au-plano fac­
tories were oporati'.'ll a~ lees tba'! capacity because of tho shortage of 
luminunl hi8 dOCIBIOn to curtail •~ once was not approved by hi• 

:uperiors.' According to Guthrie, t!'.e amount of aluminum per month 
tilJit the nldiO indu.all'y got lor ctvilian acta amounted to " Just about 
three large bombcn pu month." 

Reed on the other hand testified that tho aluminum shipped for 
ci,'ilian nldiO acta during the months of December 1941 and January 
and February 1942 constituted oni.Y ·~ one-hundredths of 1 pcrc.en~ 
oC tbo total aluminum production m tlie country during ths~ period. 
Reed further testified that the continuance of some civ!Jian radio 

11roduction under a program of curt!ulmont and converston was m 
accordance with a letl.<ll' dated January 9, 194.; frol)l Under Secrol4lry 
of War Robert P. Patterson to Wilham S. n.nudson, then Director 
General of tho Office or Production MaMJlemcnt. In this letter 
Secretary Patterson stated that it was ossontial that all existing radio 
manufacturing 1!'-Cilities of tho United Sta\8 be kept going on CO!J!· 
men:ial production to tho extent n~ to bold together thcu­
openltive !orcee until such time as tho load of national defense require.. 
menta could bo plaeed on these facilities. ~tary Patwsan sug­
gested that commercial production be curtailed grsduaUy and thu 
suitable quantities of materials for nldio production bo aUoued to 
tbe industry to keep it going until it could assume its share of national 
defense orders. According to Reed, tl1o action taken by tho branch 
in connection witl1 radios wao coliSistent with tho purpose and intent 
o! Seerol4lry Pa~tonlOn's Jott.cr and that a final curtailment order was 
issued prohibiting any radio manufacturer from producing sets alter 
April 22, H)42. 

REFRIOgRATOR8 

Guthrie toetified that when tho program lor tho refrigeration 
indusll'y came up for oonaidenltioo, he was asked by Reed 1<> call a 
stall meeting which would he attended by a Mr. Thomas. Evans, 
,..bose judgment ahould he accepted, as Evans knew the relngf!rBIA>r 
busineos thoroughly. Evans is p1'081dllllt of the Mercban~ ~ Ev*:"' 
Co., of Philadelpllia, ~aged in the manntacture of commet'Wll rdrig· 
eration macbin~. Guthrie testified that Evana was not ~ sworn 
official or tho Government at the time be &~tended the moe~ as a 
consultant and that he propoocd a plan under which the produetton or 
refrigerators would continuo int.c tho summer. Evans' proposals, 
however, according t.c Guthrie, woro no~ nccopted, and the rcp~esenta­
tives or the Labor Divi8ion

1 
Civilian Supply, tho brnnch chief, and 

Guthrie agreed ~bat tho rofngeration industry tbould be shut down sa 
ol March 3!, 1~2, and forCed to co.nvert .their plants .to the war 
effort as qutckly as poeoible. Guthrie testified that this proposed 
action was opposed by Reed who ordered a eeoond mooting called 
and stated that it wsa his desire that Evans should he aUowod to 
dictate the terms of the order. 
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At lh~ second m('('t ing, wloich was also 
ol the Labor and Civilian Sup pi • llra b attended by rrpl'lltn 
ing to Gu thrie, a plan under ~hirb ~~hoes, Eva~ sugg!lll<d l&ltt" 

w!>uld bo nominally stopped but eneh m P(ductoon ol I'd~· 
woth tho understanding that his a anu acturcr allowe<) to lett 
produ~t!on a~lowed to continuo i~:althwould bo granted .~S~ 
O!lt~r•• s toatunony, this proposal Wfl8 ° 8U!fll1lcr. Acco~ 
Orvr&oOII and Civilian. Sup~y r~preson~a~=td~~ctory to U.. ~~ 
rand~n;o ol protest w88 811 u~ntly written b I a atro!li .,_ 
Admorustrator, Office ol Price dmini tr r 'Y Leon HOOd,,.,. 
~1r. HCJlduson's memorandum anoth! a ro~;,~ Follo...;!li ~p.-;, 
rt "'88 stated that the propoeal au es~ee~ was caiiOd in >r1oQ 
d~l~nded "!Jd that a new order w~d bav Y toE~ns "!!uld1101 .. 
!"'ult of tbrs, according to Guthrie, a new ~n w "'!11~ AI a 
onto. effect ~·horeb~ the manufacture ol ref! ersto as wntt.on alld 101 
A~l30, wrth no ~oght ol appeal. g rs would atop l4ol 

.. ~· Harold Stem, assistant to tho De ut o· 
C~~h~n ~upfiply, War. Production Board, te~t;/ed th:to:,•.1 D~•ibod·. nor 
n n I o rst mcctr.ng whoroin it was doc'd d h w 'o o id not 
industry was to cease production on M b 

3
•1 t 

9
at t.bo relrigcrtlion 

by his munediato superior that this agr~ent 'h~d4~· he wubodadvil<d 
a formal order which would bo paased , t Ia oon •111 iodin 
lurtb~r testified that be att~nded th on a d ter .00~ ... - a. 
office wherein Evans suggested hill pl~nseu;':1 .:h'tong rn Outhrie'1 

allo~ed to appeal after tho production of relri .;:n•factunrlot 

;.n,:~:11!nd~=~J;!~~~ho ~nderstan.ding. lha~ Je .~ ':!w~ 
ong to Stein be was ''s o~ to conto!'uo mto the summer. A_. 
poaals mad~ b Evans ":~d~ and dra.turbed" cone~millf the"'"' 
memorandum for the signaturo~nJeaHrngdthe meetmg prepa~' 
~~~~IT,I('!al outlined by F.vana. Stoi~ 10:~ifi~~hafl.~~~l:r...:l 
~~~~~~~~i~~c~~~rrj~:a;~r:~~~.~~~'!i'~:· ~rh~0b:rc in~~i~~~·i~r ~:~~~ 
elroct of acttin d "fi . ro " as unwilhn.ll to reeogni1Al tho uluiozy 
adhering to it. g " • nrto •hut-olr dat<> m the lairly n~ar luturo anil 

F.vana testified that be · d 
ol Philadelphia a d that ~as prNesr ent olthe Merchant .t E''"" Co., 
88 a De ut fr n smee ovember 19, 1941, he has betn atlil>c 
War J>ro'duiti "~0;d of thpc Contract Distribution Braneb of !At 
Februa 7 °'!, a m ennaylvania. According to Evllll, oa 
.,. an a:Tvi~l94., Reed rtl<JU<;"t<'<l him to come to Wuhington to oct 
~ration p~d dnsultant !" the settlement of the domestic rtfric· 
earlier dato en 

8 
an . convc.rsoon. Evans testified that ho had at •• 

had discontinug1'tt·'"2lhe m•nufacturo ol domestic refrigerators boll 
manufooturc ofec IS r•

1
nrs

1
8.1l0 Un.d Wl\.8 OOW engaged onJy in tho 

E d
. ommerclfl ro r~gcrat1on 

vane osputod Outhr' • h 1 · f!i 'tl or tho G 1~ s e argo t oat he was not a sworn o eo 
oaturo 0~~~~n;.~'(! by jt.atonf, that be had come to Washington in lhe 
l!ylvania With r or oan rom the War Production Boaril in Pono­
Evana, .. nd re resPe.:t to tho tiro~ meeting a~tonded by Oulhrit, 
olthe War p~re:~t.atJBovesrdof t.he Labor and Civilian Supply Brueblo 
t ion ol refri " 100 a where Evam' proposal that the proc! ... 
and the agJ:::e'::[" sbo~dd coh ntinue into the summer w .. o .. mW. 

reac e t at the mduatry should be ahu1. don • 
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of )l•rdo 31, Evaus test ilied. in substanc!l tl~•t it,.. .. his feelinJ!: a t ibe 
tjme thilt the grou.p was acltng ~oo hasllly 11\ the absence of aOequate 
statistics from "'htel~ LO delenrune the number of re£rigoral.ors which 
would be required lor a Oovommont •look pile. According to Evans 
it was his thousht that more accurate mlormation ahould be obtain;;;! 
before fttUlmptlng tofu a shot-down dato. 

With T08POC~ to the second meeting, regarding which Guthrie had 
testified tloat Reed bad telephoned him to alate (bat Evans should be 
allowed to dictate tho terms or t.he order, Evant testified that he was 
silting in Reed'• office when be (Reed) called Guthrie on the phone 
and that no such statement w88 mad6.by Reed. 

EvaiiS staled tloat at the second meelillf and at the meetings held 
!Mreafter, the di~~eusaiollll were " full and f""'" and that a closi"f date 
of April 30 was set on the manufacture ol refrigerators. He also 
stated that he was prtient at the various eonlereneea and meetings 
in the capacity of or~ impartial consultant and did not undertake to 
issue orders of any kuad. 

Reed in his testimony on this subject, atated that inasmuch as be 
nod Mr. ,). S. Knowlson, Director, Division ollndustry Operations, 
wero idontrfied to oomo extent with the refrigerator industry, they did 
not wish to Lllke t>art in piiUUling tho curtailment program, and 
suggestcd Evans in order that Guthrie mi.sht have the benefit ol the 
experience and knowledge of someone well fulonned on the refrigerator 
industry. Reed denied tho~ be gave instructioiiS that Evans should 
be allowed to dictate the terms of the order affecting the refrigerator 
industry, and stated that the reason he selected Evans ..... tieea­
he was an able, publi....,pirted man, thoroughly familiar ..-ith the 
domestic refrij!Cr&tor industry, and neith~r engaged nor interested 
in it. Aecordrng to Reed, any differences of opinion tha~ had inilially 
existed as to tho terms o l the rolrigorntor order were of no real signifi­
cance and tho shut-down datc or April 30, ultimately decided upon 
nftcr considering nU elements of tho problem, was only 30 daf$ Inter 
than the enrliost suggested shut-down date. Further, according to 
Reed, an nnolysio of tbo milit.ary, lond-leoso, OJCport, and essential 
civilian requirementa of retrigerators lor 2 )'CIIra mdicnted tba~ 
continuance ol production unt.tl April 30 waa boll• reasonable and 
proper. 

WOOL 

The Textile Branch of the War Production Board has jurisdiction 
over v;ool, COlton duck, carpets, and nylon, among otb<r major rroc!· 
ucts. 'There are approximately 42 consultants on tho stalf o tho& 
~ranch from industry, together with various consultants f~o!". divi­
soons liko tho Division of Civilian Supply nnd tho Labor Dovosoon o( 
the War Production Uoard. Four of th08o consultonts, Kenneth 
Marriner, wool consultant; J. A. Rico, textile con•ultant; Frank 
Walton, Chief, Cotton Soction ; and J . W. Proctor, consultant, Co~ton 
Duck Division, were criticized by Guthrie. 

Outhrio testified that shortly before PC!Irl Harbor be raised U:oo 
question of the ti<'Curity of the N ation'a wool position with Rice, 
who was ol the opinion that it presented no rtal danger, and that 
e,·~n. afm Pearl Harbor, as late as Decem~r 17, MIJ!incr was of tJ:>e 
~pmoon that no conserntion order lor wool neod ~ ... ued. Late m 
Decem~r, according to Outhrie, be reeomm~nded and secured ap-

) 
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proval of ~ conservation ordu affecling wool for 
1042. Tim order was mado effective on Janu ~e firat Qllltle a( 

suppon or th~ Di~i'?~ or Civilian Supply, the"'lai>O 1Dt.2,, ~141ho 
tho ConservatiOn Dms1on over tho oppos1tion of M r .D11'1aloo &ad 

Guthrie testified that in tho middle of Februa •rnner and \iico, 
mont.ordor for the socond quarter of 1942 camo ry ("hen ~e CUil&iJ, 
Marrmor an.d IJ;Ie, '!"001 conaultante composed ~P 0::f COnsidl!'lioo, 
fur~or cut m Civilian conaumption. Guthrie stated •h efleetliiC 110 
bo d,trected an order issued to further reduce cons ' ~·••er, U..t 
particularly of military grad01 and asked fora conoid IU!l~t10n ol """ 
tory blend1ng of tho fa brice in making civilian wooi: i' ~11111oda: 
order drafted by th.o Wool Section, however, contained &brieo. .~ 
for ~y ol thoao ~bings, according to Guthrie and h d':: P"'fiiaa 
~e !"SUO at the time because of the indication's of lack ol 1101 r.... 
b h1h by Reed and tho ehowing ol open hostility and insubo~ 
y ~ .e ";OO! consultants. Guthrie stated, however that the'~ 

D IVISIOn uu!lsted upon a program for mandatory blen'd· d 
th!l approval <?f J. ~· Know!Son, Director, DiVIsion of ':[;d:t oetW'Id 
a.t1ons. J?csplto ,this approval, bowevor

1 
Gutbrio testified th~t ~· 

rbt1nerd~ntmued his opposition to tho dotrunent of the entire manda•! 
on ong progJ"am. ~, 

Mr. Alexis Sommarip&, Cbiof ol the T extile Clothing and LeaiiNr 
G~s Section, Division of Civilian Supply, War Pred~ction ~ 
teetified lbat be came to the War Production Board !rom the Du Pooi 
Co., where he was m~or of tho fabric development dep&l1mool 
Ho eta~ that. he was With tho Du Pont Co. in vario111 espocilioo 
concern~ textiles for a period of 16 years and secnrod a lea••.: 
absence ,Without pa:y from tbe Du Pon~ Co. in order to wilt the W11 
Productton Board m the organization of its Textile DiYision. U. 
stated he was no~ a doUar-a.year man but rather a lull ftodgod ..,_ 
toyce o.l t~e \V n~ Production Board under civil-service regwatiool. 

mmanpa s testunony revealed that he possessed a wide nried 
~nd (l.•ceUcnt background in tho field of textiles and ehow;,;? tbal b; 
ad •,n!'<fe t!Iree trips abroad lor tho Du Pont Co. to invcatigate textllt 

condtttona .on Gennany and Italy in 1935. 
So,?"l'anpa ~ti6ed that Gu\Jlrio was "an ext.remely OOWICOOill 

man wb!l&O at~ttude was that 1t was necessary to take oo!Uidetalo 
and defirut., act1on. Sommaripa stated in substance thtt Gui!Jzie'a 
~~cb and consideration of the wool situation was correct aod WI 

1D8b1atence on a program for manda. tory blending ....,. not onl1 eo<· 
~~ ut necessary. Sommaripa teetified that be felt that Marriotr 

yery much rese~t~ interlere!'co" and while be emphasized ~1e.;rrloer'• 
d•v~.o.l'ce of opuuon rCf:ardmg tho necessity for conservattoo, bt 
~~ u .... te sal: that Marroner bad on any occasion stood in the way of 

o consorva ~1on program. 
T!te ~mmattoo gathe~cd from the testimony of Gu~ie and Som· 

~nrallll; hot Guthrie relied more on Sommaripa for adv1co m conneo­
.'100 Wlt . the wool program than he did on wool consult.AAto INIOI 
~dWIIry like Marriner: This situation perhaps caused a groat ~ 
0 resontment on the part of tho woe! consultants (rom indus1J1 With 
! f reaG "!~t possible attitude of auapieion or their actions on the ~ 

u.....,e. 

6 Mr. Kenneth Marriner, a prominen~ Boeton woe! merchant, telli­
ed that he came to the War Production Board in July 19{1, • 1 
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nsultant on wool at Mr. Nelson's requeet. IJe stated that none or 
~e companios with ~hich he was """"';'•ted ia a manulactlll'or, as tho 
term is understood t.n the ondustry; smco Ut08o companies make no 
fabrics or yarns or any kind, ~ey are ~ot in a position to "!'Cure any 
Oovemmont controcte .. Marrmer derued .that he was motivated by 
any selfieh interest dunng the course of his employment by the War 
production Board and etsted that Guthrie e.lwaya appO<t.red ready 
"to believe the worst." Marriner teetifiod in aubltaooe that bo wae 
at 00 limo opposed to curtailment but m~ly differed with Guthrie 
and his aidos regardinJt the n~ d~ ~;! curtailment and the 
methode which 8houlcf be followed m bronging it abcut. Marriner 
stated that ho d.id not queetion the program of mandatory b~ding 
and was ol the opinion that the .matter ob~uld be,handlod on a c;a­
b -ease basis raUler than on an mdustry-Wlde baaia. 
y~lr Phillip Reed, Guthrie's superior &od Chief ol the Bureau of 

Indus'try Oporationa, testified in connection wiUl this subject Ulat 
due to cortsin outstandin.lt cbaractoristict ol Guth.rie which began 

adu.Uy to reveal themselvoe, the morale ol Guthrie's branch dis­
f.tegratod oulminnting in a threatened mSM rosignntion that reaohod 
the ear o/ Mr. J. A. Rico and subsequently came to his (Reed's} 
attention. 

CO'M'ON DUCK. 

Guthrie teetiJiod Ulat there was a substaotie.l deficit in the produc­
tion of cotton duck in relation to military requiremente and thtt this 
deficit could and ehould be ma~e up by converting~ now {'roduein.g 
civilian fabrics to tho preduction or duck. Guthrie atatod 1t was hiS 
conviction that the mobilized resources of the carpet industry ehould 
be put to work on duck manufacture and that bo directed the con­
sultant on duck Mr. J. W. Procter doUar-a.year man on loan from 
Wellio!lten Sean & Co., which is a large duck distributor, to under­
take th1s conversion at onco. According te Guthrie, Prootor evaded 
his order with tho result that the carpet mdualry had not at ~at time 
been given its cbanoo to utilize its resourcoe f~r war produ~tloo. 

PrOctor did not appear before the conuru~tae as a Wl~ess but 
J. A. Rico textile oonsultant, Division of Pu.rcbasoa, "'!'tifi.od that 
there was i.o opposition to the oonvorsion of the carpet mdustry to 
the manufacture of duck and that the carpet indi\Jery, as weU as tho 
upholstay aod drapery industry, had already rel*ved cootraeta from 
the services for appro.limatoly 101! million aq~are yarda of cot.too 
duck. Rico teetiJied in substance that the failure to convert the 
carpet induatry more l'romptly to tho manufacture ol cotton duck 
was duo to a lack of Government ordere, bu~ P,Ointod out that the 
contracts which had been plaeed for lOll million aquare yarda of 
cotton duck woreJ'Iaced prior to Guthrie's rosi~nation, with some of 
them being place as far back as January. R1ce ~so teeufied that 
there was eome delay in conversion ol tho carpet mduslry because 
carpet_looms_are_not aujtablo for all typoa or cotton duck. 

NYLON 

Guthrie, in 1m teetimooy before the ~mmiU~ on this subject., 
stated that tho total production of oylon m tho Oruted. Statee, except 
for less than 2 porcont, is now going into tho preduction or yarn for 
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parachutes. Ac:<"Ording to Gutbrir, thliS!' requirtrntnt<~ ..;u 
th~ nylon capac tty o.r thr country for an mdefmite tirn• in the 'f--t 
yet the nylon capactty was not converted fuUy w tlte PIOO ~111t, 
paraclJUIAl yam until February. Guthrie alated that be ~~~ 
unable to obtain information about the military requiJ.t -
nylon through J. A. Rice, tho Purchase Divi&ion al&ft metnbor"':~ !or 
the Quorl<lrmaater Corps on textile procurement and ...,_tl.fled ""'c 
the only manner in which ho was able to arrive at citJma...,_ ........ ~ 
ttxtiles for tho armed forces was by "reading tho new1·:;-·.., 
Guthrie t.cstified that be knew tho stocks or silk in tho count~ :id 
not be ndcqunto IAl fulfill military requirements for parocltut.s 

1 tho next few years but Rice and tho head or tho Tnxtilo Sootion M~ 
Frank L. Walton, whom Guthrie accused of being a poor ad.Ui.;.: 
trator1 nd vised him ngninst stopping production or nylon for hoailtJ 
and lto stock·piling or nylcinyarn for pnrMbuto COII81ruction 1u 
late ns the 1st or February Guthrie s tated that Rice adv;...d hi" 
against a curtailment or nylon production for h011iery and only a ..... 
later the Air Corpe was demanding the entire nylon capacity. Oulbric 
testified that nylon production should have been converted~ mili~A~J 
purpoeee long before tho let or February and oven without Anuaai 
Navy ordera being immediately available the nylon yam lhoullha., 

- been 8lOCk-piled. 
Mr. AIOX18 Sommaripa, Chief or the Textile, Clothing, and U.tt.r 

Gooda Branch, Division or Civilian Supply, testified btlore tho..,.. 
mill<le that, in his opinion, Guthrie's order for the conaervatlon al 
nylon waa correct. Sommaripa t.cstified that by convttting l1Jloo 
iniAl war UBe& witltout delay, even though there might be no immedialt 
need for it, it would obviate the necessity for expanding plont<~ lawoo. 
Sommnripa s lAted that any nylon is valuable because the raw ma~n.I 
is made only at one plant and that means a danger or bombing or 
sabot.ngo concerning which no chances should be t.akou in tim61 )ik6 
the present. Sommnripa t.<!stified that Guthrie's rccommendahonJ 
for tho swck piling ol nl')on were finally accepted and he alated, wheD 
asked why he thought Rice opposed tho curtAilment, that Rico ~~~ 
working up a program which ho {Rice) expected IAl put into operatroa 
lal<lr on. 

Mr. J. A. Rico t.cstified that for several months he had ~'\ !h• 
representative or the War Production Board Purchaaes D~~ 
assigned IAl tho Quartermaster General. Rice denied Ou...,, .. 
<barges that he withheld information concemin& the needs. or tho 
armed forces and alated thu until the armed forcM pve him P!f· 
mission IAl rei- estimates and other data be was unable 10 proriclt 
Gutbrio or anybody else with the information. Rice testified ~~}IS 
soon aa bo wu authorized to release figures and estimates he..,. • 
without delay. Rico denied Guthrie's charge tl>at he op!>O"'! 1 
conacr,•ation order a!focting nylon and testified that at a m~ 
attended by Col. A. A. Kessler, Air Corps, MeMra. RamadtU, ""'~" 
and Miles, or tho du Pont Co., it WIIB docidod a mandatory .l~IJllf 
order on nylon y11.rn would not be necessary ·because. tJro Arr :J:! 
requtTCJM!•t .would automaticaUy take nylon prymucllO!' out or be 
market wttlun tho period or about 1 week. R1cc teattfied that 
lnnrned from limo to time or the dissatiefaction 011 tho part olthe 
commodity men in Guthrie's hrnncb and that bo bad bc4;rd ·~·~ 
ol sovcrnl or them wanting to resign: Rico tcstiJlod tbatm v••" 
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dous textile program which was ahead, be """om• ron­
tbr tn'lUh:~ the Textile Branch un~er Gut~e was .in a demora.liud 
nna-d ~ h the result tb&L be eomplamed to lussupenora, )lr. Douglu 
statei?' '\i Director Division or Purchases, and :\lr. Sydney Wyn­
~~' :!fst:;u, lO the Chairman, \\'ar Production Boud. 

P'INDlNO!l 

b 1 tl ere w"" a ah11.rp and dividod conflict or opinjon between 
t. T a ,j 

1
th doURr·I\-YOIIr men named by him, but there is lack or 

Outhr:1. a~ this 
0
wns oig:nificnnt ol anything other than •lN!nR con~ic­

prool · a ri or those whose duty •• was to offer techmclil advroo, 
t.ions on th.~~n lack ol proof thnt they inwnded to serve any interest 
togct11cb w\h ~ ol tho Government. . 
0~1er 1h nn .1 •

8 
not poMiblo IAl depend solely upon G?verm!'N)t career 

2. T J1 
I u'8 

• professors without pract_lcal cxpcnonco m III~Uatry 
men nn. eo cf·ma u this wlthout tho asslStance of those experienced 
~· "h!"~~~~. or busineas.' and w!thout. tho spc<:ialized knowledge or 
m t . d teclmicinns or a !ugh cahbcr. 
execu~cs ~':nmiueo reels that in m011t instances men drawn fro':" 
. 

3
· .

0 
whether aa dollar-a-r.ear men or oomJ>OII!"'"'!! for th~Jr 

10dustcy, d· -• ••aluab 0 sincere and coMC~enlooua auvoce ·ces have rc.n cn~U , • · 
servt • If rt They bavo brought to tho productoon program a 
to the war e 0 1~ d rienco tho oeceSSII>)' or which ahould be 
.rea)th of row \eben :ted that such men should sever aU COli• 
obVIOUS. . t canDO b . world • nor should they be SUb)tel<ld to 
nectiOIIS \VIlh tb~ . U!I80n~y beca:..O of existing or former indusllj' triticism or 8U.8p1CIOO 

OODD~~o~~·l oommittoo W88 impressed with the sincerity or Outhredrio 
4 .. a. 

10 
d 1 tJ was no question but that they !avo 

and _his ••des, an ~ ~ ~~·~r civiliou production and converoion or 
~ho um.nedral<l cur ~ to ·~too wor effort, regardless or collat.crnl ~!feet. 111~~s¥'~1P,':l.:Jio~~~o . committe~, •.• sl}o~11~Y.j!,~~~~ioC::~r,~'f1~~ impress tho pu~hc woth . t!IO llOCCliBI~Y o. thetio with tho viuwa 
piling of strateg.< nnd ·~•tocnl tnaton~s, ·': symp~heless fools tba~ tho 
advocated by Guth.rte "' that rcgn ' ' ~::conservation and con· 
question or collal<lral C0118aqUCDdC!"' su:~~ by Guthrie. 
version were for tho m011t part 1~ nl · red tape and 
th!·,~·~r ~·~re.:rl"; d~~u';!i0a1u~~ri·:.·~h~ :u~'d'::.~ke and e~orco 
decisions in the tulil!l and rclat~ ~~:~O!f'~et. that ~1r. Donald i\1 . 

1 That tho eomnullee 8PP~•a IIi nd · th interest of good 
Kt~n holds a. ru .. gh an<! "'"poosi~ 0 ~h ju~:.~ ol his depart­
administration n-nly must Y 00 . e tend t pen Guthrie's 
mental cruefs, and it. deplo"'!"chthhe pubh~t.y ~~ r.:" ~.ter attention resignation and charges wht avo a rae 
thllll they justify. 
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Special CoiiUIIllllee No. 1 

EoLtH P n lLD, F ·t.eJUDA 

Treasury Depar tment Memorandum or Confereuoe with Pa.o American Petroleum 
CorJ>OraLion. 

Treuury Department Memorandum ol Conference with Allied Mat.C!rlaU, Jnc. 
Telegra.tn t.o War Oepart.rnent. re l.nJunction Suit.. 
Letter from Proe.uremont Dlvillon to Allied Ma~rial8, Inc. 
Letter from MIIJ&Id. P. C&ldweU, Attorney, to Hon. A. J. May. 
AffldaviU ol Fred T. Bri<!i ... 
• -\ffida,•it.l ol Charlet D. RedwJne. 
Adidavit ol H. P. Redwfne. 

Omta or taa Dla.ctOa 
Ta&.UtraT o.,.A.aftiUT, 

Paocou:..an Dr•a;ro• . 
Wo.A;.,too, A!'ril II, 1141. 

Marou.sooac roa na P'n •. u or Coxru.awca WIT8 RaPa.a&XTAn'f'a or 1111 
PAs A..MaateAK PwraoL&UM Coaro&Anox: 

Under d.a(4 of April22, 1t4l, a eontuene~e wu held in tbe oftlce ot tbe Olrte&or 
of Procurement with reprceenLadvee ol t.he Pan Am.Wean PetroLeum CorporaL&on 
in regard to the proPOied award of a eont.n.e& for the fumlahln.g of a quantity or 
Cut Baek A.lpb.aJt, E&lln Fie ld, Va.lpart..GJ Florida, under bldt opened March 31, 
194 1. Seaat.aT PcpJ')er. of Florida, and Mr. CaldwellreprtaeaU!d the Pan American 
Petroleum Corpora~lon and wero heard by the Oirec::t.or of Proeurement, Mr. 
Ma.ek; the Special A.Miat.ant t.o &be Director, Mr. Dyehct· and tho Chief ot the 
F.:mergency Branch, Proou~ment. Olv.L<Jion, Mr. Walsh. here wu altO p~nt 
Mr. Sinith, tho contractor for building the run~w&yi11 etc., at the fteld. 

There waa discu.ued a\1 tome len.g\h the matter 01 tho advert-bement for bld.t, 
the pi"'C!edure followed, a.nd whet-her t.he 1\d.vertlaement WQ in A<IO.OrdAn"fl with 
Seeuon 3709 of the Jt.cvi.OO SlAtut.oe. 

Senator Pepper ttated that. In hla opinion no avtard abould be made and that the 
ooly fair thins t.o do wu to ~oct. all bJda and rtadverti.9e. The reuona for hlt 
,·ie..·s • -ere na\.ed In 1ubtt.anoo u/oUowa: 

I. T hat. at. t.be time bldt -.·ere ~ue~~Led Land Grantl ratet were an unknown 
fa.e\oOr and II. WN not. det.ennined t.o be·~~~ UDtU aft.er bide~ 
QJpened a.nd had Pan Ame:rlcan Pet.roleum doo known that. J.a.M 
Gra..nt wu for oon.lderat5oD lt. would ha,·e CODiidtred t.ble: in quod.qlc.a 
P<lee. 

2. That Lbe advert'-ement. waa lnoompltlt'•tor- lhe rtMOn that. I\ WN nMM­
ary alter tbe optnlnl ol &he bid. to lliue a aecond ad.verdwmeat for the 
tranapotUtlon from CNetvlew, Flo~ to Eglio Field, a.a.d, by nMOD ot 
thllt. AUJed Ma.~ JbCI., were pn.a. an Ulldue advantaae over other 
bklderilo aubmJuln1 their bkls aDd were given two dta.neet 1.0 bkt. 

3.. That the fnvltaUon c.o bid clkl no-. provide for any definite atartlq dMe 
or Urne alter award for thlpmeru.t to be«ia: &bat the proviaion. • 01 the 
advertbtemeni did not. conform wftb t.a. e.dtll.og Army En&fneen con .. 
trac~ whleh ttated thai. the OtaUrial waa t.o be unloaded b7 the Army 
contractor frcm ba.rcaa at. Weekly Bayou. 

4.. That. II. would be an lmJ)ONibllity ror Allied Materl.alt to perform the con­
tract because t here wu not euffioient railroad tiding to handle 100~000 
gaUona at a tfme and r.o lceep tbe eame amount. on !iand M requlrea by 
the contraat. 

:WI 

) 
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Mr. Caldwell alto rnoatnt<d the vie,... of the Pan A-
po .. tien whlth were In IUbol&nte thoae of Senator Pepper ..:'~ C.. 
Lhe record a t hreo-pq:o u.n.st&ned ttatemeot, a ofna Into 10._ ....... _ .. .. • ""• 
LO wby no a•·anta ahould be made oo lbe Pn»t:nt. adverUit ~ ~ ...._ 
~Y way of iummary, Se-nator Peppu atat.ed that be w-ae ='ih., 

ol Proeurement would pve the matter his mcot <arelul I lllo Dlr.o., 
he wu deftnlt.ely of tho oplnloo that the only fair 1.hlnjf :O:•,.IIoo 104 lbo 
bldJ and roadvort.lle a.nd if t.bil waa done he wouJd cua. tt:' lO '9e.t d 
ment would eave money and that. Pan Amerltan would ran tee t tht ~ 
Senator Pepper and Mr. Coldwell thanked the Dlrootor fo~~:.:"u~ tbtoper Priet. 
tbo ma.u.or and tt.at«l t.hat t.hey hoped bo would bo tavorablo to Lb~be.-Jht.d&iTtt 

Tbo Dlroet.or Mh'iled that he would give the vlow1 Pmtentod c ' ewt. 
atlon &nd lldvlto at a later date bi4 detetml.natlon ~n the matter. lf'ttul OOOalder. 

. 
orne• or ,.,, Dnurcroa 

''I lf•nu n. o,011 
Sptelo .Aui•tonl to l.lf Dir,d,, 

T~x-.. uoaT DzPuorwsH"''. 
Paocvaav•.Nt OrttaJOJr 

IVotAiOfC.o, A,.nl 14 lljl 
M.&WOILANDUM roa 1'tt:C Fu.u or CoNnuxc~Al.t.taD ~hTnu.t~t i.e.: · 

Under dac.o ot AprU 24, 1941, 10 o'clock a. m., a oonfe.renet •u held ta ilt 
office of t.be Dl~c.or ol Proeuremeot whh reJ)f'eleotatlvee ot tbe Allied lf~ 
lne;, io ~t.rd to tho propoeed award ol a coouae&.for Lbofun~!l:hlaJota~liQ 
of \iUt Bae.ll: A.spbalt, EcliD Field, Vatparilo, Florida, under bkll OS*Itd Xanl 31 1041. 

Air. Brldcea, Mr. Redlrine, with their attorney and 1tveral Ol.bor pa~ 
ap~ on beb&lf of the Allled Malerialo, loo. aod w""' heord hylllio Jlhooi 
ol Proeurement., Mr. Matk; the Spoelal Aooiltant to the Dtroec.<, Mr. llJtlo; 
and t.bo Cbloer of tho Emersene1 Bra.ncb, Procuremeot DJvWoo, Mr. W&l& 

Tho Dlre<tor o! Proeuremeot advised them tha• tboy had htee ""'utoiod to 
oome to WNblnat.on u thoy were the low bidder for the fumlablnK or t.b1-. 
rialt and t.bac.. a protat had been filed and a raquet&. had boon made thlt III tD 
be reJect.od and tbo needl readvertisod, aod that bofora taking a.ny Ana.1 actilll 
In tho n'l&Uer It wu dae.lrod to bavo their vlewt and 1t.at.omaot1 wlt.h reaped 1o 
lba protolt. They were tpoclfieally &d\'laod M to tho around• ol c.he pro141l 
After baing to advllod, thoy requeatcd to be aUowed t.o slvc tho m•Uor dUN: 
prot.eet. further conaldcrat.lon and to h•ve anot·har oonfon~noo lat<lr to Ult dt.y. 
TbJ• waa qrocxl upOn and at 3 o'clook p , m. Ap_ril2f, IO>il, t.hoeam& ~ 
Uvee callod, together wJth Congreasman A. Sid.noy Camp ol COOtlli. Tbcy 
dlteuaead a~ 10mo length the re1.110n for t-be protott, tho etatomeotA bt4ora t.hai 
they tubmJttod their bid in good fa.it.h oo an advertleomont lautd by U11 fto. 
euremcnt Dlvlalon, that they were tho Jow01&. bidder &llJ'WA,lYOU evaluated 1M 
bidl, and ~ardlcu of whether shipmen\. wu made on L&nd·Orant or eommwdli 
rat.o tba~ U tho adverd•e:ment wa.a incom'/'leto a.s alleced thai they 'M a l*!dlr 
thould not 1uffer by re-uon ot taDure o the Contraetlnl Otrlctr to follow U. 
proper procodu_,., that they w~ prepared to execute tho con&rael it annW.•· 
them.._ tb~t they would deUver the quantity and qu&Ut.y o1 Mphalc. tilled for, cW 
they a.aa anansed with Lbe railroe.d eompaoy to build 1umeloac. lkUq UKt • 
aeeommodato t.&nk ca.ra 10 that the required 100.000 «•Doni eould be bplaJti. 
able at all time., &ha t ae the low biddtt they aboukl bo s:Jveo tho awM'd alii • 
,.,.,;ivtttJ.ee WN unfair. 

Tbe tePl'ellntatlve~were ach'ilod that t.beit viewa.woutd be JfvtA ~ 
and that If they would tall o.pln at tho olllee ol tho Dlre<tor oo April ts 01 11 
o'elook &. m. tboy would he definitely advised of tho action taken. 

A-r<llnslybal 10 olcloek a.m. on April 26 IU41, the AUled Materia~~. !Dr. 
~ere &dvJHCI l at th~y had been awarded tho cOntract aa tho lowe~~t bidder_. 
IDg tho reQUf"-mente OC tho ad\'ertlsed spceifieatiOM, 

(eJ H,uliiT B. Drc~, 
SJHc«~l Aui•tol'lt l~ '"' Dlrtd«· 

NoTc.-T ha Aselttant. DJrector of Procurement, Mr. LoF0\'1'0, ... prOMnl:; 
~k part In tho conferenetl8 held at 3 o'cJock r>. m. April 2•, 10-tO, tt~d • o clock n. m. April 2&, 1941, 
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Con or TcuottAM Ara:u. ~ li-lt 

APL 2S, 1041- P. M. 
QA370 26 Dlr-T.u.u• .... n, FL.. 2S 332P 
Geoera1 TBOM.U M . Ronn•a, • 

Corp~•/ BnviMUI, U. S. ArM~, WoMt"f(Mt., D. C.: 
We are filinll tuiL to mtrafn all aetlon lncludins iMuance or pureh..e order 

under a•·ard to Alliod Matc!rlal.t, lno. , on Mph&lt. for Egun fleld, Florida. 
CA-t.ow-E.LL M&OlNNlll A PAattJ:Il, 

TR~A80JI.Y' DEPAR'fMI~l I 
PROC'URIW£N'f DIYLIIOH, 

Ja.tboJt&.;ll.c, Flon·do, Mou JO, 1941. 
ALL:J&D MATIR1.U4, ]NO., • 

346 1/urt Building, Atlanta, Gtorgt-O. 
Ocs-ruM&M' Wo wJth to acknowledge re(Miipt or your tele~am of May 0, 10.1. 

· • ·hieb you aiato thai. 10u A~ low bidder on our Invitation No. 36--211•3~ which 
: vtn 1 02-1 500 uJ]ooa of cutbAck -.eph.aU. to be delJvered \o Pe:l\Ucota. t lOrida , 
aod in v'iew 'or wfiicb lla~ment you protest the award to otbe:ra Lb&n 10unelvee. 

Tbe award on UUa material baa been made to the Pan ~rlcan Petroleum 
r-......-ralioa Tallabaelce, Jo1orlda.. M belaa t.he lowe&t A.Dd beti bkl. and tbe Col· 
;-.fn~ ruaOot abow bow tbll offtco Wved at the ded.sion tb.a& tame wu the 
lowui aod bee\ bid: 

Bid ot AWed Matt~z.lnc. re!ected M ame would require that. \be aovtrn· 
meot iaJue ~veromut OWt or lad 01 to pay the f~t e~ w-hidl woukt DO&. 
ba\'e c.o be dooe undM' bkl ol Pan American Petroleum COrpora-Uoo. Co.&. ot 
iooulnc billo olladlftl aDCI pa)'lnc !roicb\ ew- Is eotimaled at~ ol t ho ~~~ht 
ebarp& or $1 5$7.Z4 whleb added to bid or A1lied Ma~ lne., would malte 
tbe ooe:t to Uie sov8mment. under this bid S63.322. L2 &nd1 i.btrtlort, thll bid 
,, bight r thao the bid of Pao American Petroleum Corporation. 

The bid or AJUed MaU!riall~ lnc •• carry the following cootingeo&. UablliUet Vi hleh 
do no&. aocrue to the bid of the Pan American Petroleum COrporation: 

Tbc £rei#h&. e-harget Ultd In cva.luatmg this bid are e~rti.mated on the mlnhnui'IJ 
we:t_ghi of the material. Weight oould bo more than elllitnaiedf thereby lnerHJ~· 
io.g_ tbe frei.ttbt. cbargee to bo addod to the r. o. b. Mi. Pleasant, TexM price IJid. 

Frclgb' ehcugee on .t.hl.e m .. •~rial moving in tank ears, carries a mJnlroum •·elgh1. 
of tbe capacity or tho t.ank car. Due to expan,eion of thi.a mat.arlal tank CIJ"' 
cannot bo loaded to CAJ)aclty and, therefore, CreJgh&. chargee would atcruc on mft· 
terial not loaded Into tbo car. 

The government would tHt Uablo for demurrage on can under the bid or ~ho 
Allied Materla.ll lnc., whe~u, no auoh demurrage could aoerue under bid or 
Pt.n American Petroleum Corporation, As·pb.alt eannot be wted during wet 
•teo&tber or in wet eoll. TaldDA delivery ln tank ears up.<le.r &he bid or t-he Allled 
Materials, Inc., would require f·rom LeD to twenty eanJ lft "rantit •".all t lmtt. In 
C&ee or rain, ean couJd oot be unlo&ded uatU dry weather, and tbe tod bad t>tco

111 
., 

dry. Any ear. tn U'&DIIt a~ \lmo rain at.arted, wouJd so on ~u:rtaf;e uo 10 
hod dried..... . 

Takinc deli•ery lrom tank uro uoder tha bid ol Allied ~bttrials. Inc.,~ 
requireSQYU'DJDI!Qt. to pumpaad. U De0ellld'1r beat.-l.hema~ lA~ ~tt.~Ueka, 
"berea~; UDder bid ol Pao AmtrteaD Peuottum Corpora..,., they ·~ pump 
aod. if.._.,., heat tho motorial, Into the taok truc:b. 

C... o1 haulinc tho malerlalln toot tru<b from either tank coro at Oouldl.oc. 
Florida, or from the Pao Amorloao Pot.roloum Corporalloo atof080 tanb at 
P....-, Florida, to the proj.,.. 1114 whore maurUI i> to he uted by the Oo•on>· 
...... would he the...... . lch We, &lao, with to Aek-now-J.ed .. re<~tlpt..ol your te.tt.a or May$, la-41, lo wb fOI.l 
fonv&rded c.o ua. lhe orlrtnaJ o1 a Joue entered mto be-tween youreelvet and t.b~ 
L. ..t N. Railroad a&. Oou1CUns, Plor'lda, tn connection with tbe above b'd· but.ID 
umucb aa the award wae no&. m&do to you. wo are berewitb rc.t-umin& tbo aald 
hae for your iUee. 

Very truly youn, 

~.1. 

I 

• . -

Regraded Unclassified



lJR. W ilT llOIMI 
TROY Ni:ri TW 

f W PHON! C.Elmll MtllmCI • P • 

82 

~FICIAL 

JULY li,UU 

liR CLI~ IIACJr DIUC'J'<a OF alOCURill!lfT !'IWSUllY DIPA~lf~Wi1BAS 
CIVIL SERVICE YACAIICY Dar! I.S CCII&OOlft SPICU.LIS! IIIADI ftll.n 
Af FORrY SIX llllfDRID llOLLAJts. IV TOO W IIITI'.WfiD SOGGIS! lOU 
C.li.L ON .IIR IIACl Ar lfi1IJ TIIIR'l'! Jla&T DIIIIO U liS C.YICI II 
11Shlli0!'011 Fat Ilft'IIYI!I. PLII.SB TILIOIW'IIII 1BHBD TOO WIU 
Catt; 'i'O WHIKG!OO 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Socretar,r Worgentnau 

llr. 1'1\ompeon 

83 

DATa J~ 16, 1942 

Clift llack nao a vacanCJ 1n lillat 1a known u a c-.odit7 

Spec1al1ot job 1n grade l2 at 14,6oo, which could be ueed tor llr. 

These placee have to clear Ci...U Service b7 our eubol.aaion to tho 

Cooaiaaion ot their Form 375. I would •~~Reat tnat t he attached COP7 

ot Font 375 be aent to llr. HolM to t ill out and return to ua tor 

CiYil Service clearance. He should t.leo till out tho enclosed applica­

tion tom. 

It fOU would prater, it misht be ouggeatod to llr. Holme that he 

CORle to Waahincton, in which event Clitt will be onl)" too glad to go 

over the matter with him, at which time he could !ill out the neces-

sar,r tome. 
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TREASURY DEPARTMENT 

INTI:It OFFICE COMMUNICATION 

Secretar.r WOrBenthau 

llr . 1"hompaon 

83 

DAft Jul¥ 16, 1942 

Clitt llaok hao a vacancy in what 1a known ae a Coaaod1t7 

Specialist job in grade 12 at $4,600, which could ba uaed tor Kr. HolM. 

1"heao place a have to clear Ci rll Service b)" 0111' aubml.ooion to the 

Cooniaoion ot tbeir Fona 375. 1 would •~~Ueot tb&t tbe attached COP7 

ot Fora 375 ba aent to llr. HolM to till out and mum to uo tor 

Civil Service clearance. He should elao till out tho ccloaed applica.­

tion form. 

It 70u would prefer, it m1£ht ba S\ll£eated to Kr. Hollie tb&t he 

ccone to Waahin&ton, in which event Clitt will be onl)' too glad to go 

over the matter with bim, at which time he could till out the neceo-

suey torma . 

0 • 

Regraded Unclassified



,..:__:•-.~----'--· ................. __ _ 
= 

• 

-
Regraded Unclassified



THIS APPUCJ.nON 'llrlLL NOT Bl J:r TID ~T oa 
I 

JJJ:It!T OR O!TB 
~=-..... .,. ......... ~I'PLII+---............ .........,_ .... _ 

8uboerlbod &ad duly"'"'"' to belen ru -.!lJic to law by 111o obon · ·rud ~t, tlalo ·-·----·--
!11 , It~ MC!Ry (or-.)tl ---~~-----·---= 
oouoty ot ~ &ad a..t. (or Ten!to17 or Dlolrletl !II--------~ 

~--···~>--~---~--------:::: - (OJWol- =.:::~,...-------~ 
Regraded Unclassified



--
... oucr-

·········~·-·--~-·········-·o.;;,;;····-····-····. 

II LJ--•-J•-+•••-1•-~ ·--······-···-·--c~;;.OoN;i• r-,-·-·····-···••• .............. . 
~Sid---------------------·---····--··-····--··· 

-
...... ._...., _______ _ --·----_ ... 
no .. ..._ ____________ _ 

o......._. .... 
D ......... IW. 

......... fl. ....... ln.. ··---------- lb. 
0 lndlot1 • 

DO ,., .. 

::::::_-=="', .. _--_~Q:.:;;;·,·_· _· ·_·. Q Q ---···-·::-- ..-.-~------------- .. - · .. .. """" "'"" .......--- ;r.;r 

a. W w- f'OY - .. tiM U.S. allllorr ot ftO•"'I .mc-1 u-. 01-• btoftoa ot ~ ud ®• ot..,... ~ 
Q h.y, 0,_,, D....._ OOoooiGuofd. "'""""'--- ­(11) w- ol cllecho,... Of'OIIoted wdw ~ _...._,.. 

k ·~ ~1-:o:-.o.~-~~"~-~h-~~~---~~- g G} ... _.......... .... ··------·········-----..- 0 ~ (a>) M you IIID'W on ooll" dlltf1 • • • • • • • • • · • • • • • • • ... & ~---;..,._.......,...;,......,.._,..., ....... 
....... Of ... ••••••••• • ••••••••• • •••• 

-. w ........ -----·· ········· n .. n 
. a•....._ Ol ......_ au•"· "r. J; &. c. WOIIId ~ .,.pe epp:*ll_... _.,......_ .-..... • ;: Q Q llni.W SeCitM" , , • •• •• , , , , , • • • • • , • • , • • ......... - .. .... ·-·---····----

Q!;} 

& W\.M ................. -'-"' ,.. ..... ......., -- •••• · -Tou.dMibe~b ...... ,..,.. .... ,_ ....... . 

QQ ..... --·-·········· ·········· •• ..-.rr.oo ••· or~- a~-.. Jbor ...... ftCIIIoOio ...... ~ _.. .. _. -··-----

Regraded Unclassified



2 
II. c.) Ho .. .,_...., ...... Fr .. '""""- lot_, ......... ..,.._...,..._....., (11-. W ........ ., •••••• 0 •••• • . . . . . . 

(o) ""'""''''""'"""'"'"'"""'"""'"'' " "'""""'"""= "'''""',.f. ............ l-··--.... j. ..... _ .. l ......... _l """'"'··-----

.... 
·----·-·-"-"" 0 0 0 0 0 0 0 0 0 ..... -. ...... ~a-m 
,_ ...... _ .......... -000 ODD ODD Oi ........ ._ .... --~--
........................... 000 ODD ODD -- (- .. - ................................... .. 

.. ...., .....,.., be .... of )!CM;lr ~_.,_.~ .. riO"""' .. ...__.. ~~~lao .... .. , ............... 0 • •••••••••••• 

N;:.i,;"O.:id"litie~·;w;·· .. ····----········-······· ........ + ............................. .... : ......................................................... ·-:: ----~-....................... - ......... 1 .............. - .............................................. - ........................ ~ - .......... - ............... - .......... ____ , ......... ! -----.......... _ ......... - ........................ --~= ........................................................... 11--.................................................................................. .-
Regraded Unclassified



3 

........ ,_.,...... ···-········-···------~ Soloor.- '---:---... -· ....... ··-···-·--------

·--··-·--···-··-······1·--·-········--··········-···· ········-·······-------·····-····-·-····-

----·-----· .................................................... _. 
iaoot tl ... of I'OU-tJIOIIUIOft •••• ••••••n•••••••••••••••••• Solo.,-: $1o111111Q, 1 .................. ,._. 

Pw . ....... f!lno~ I ................... . 

0... .... ~f ... ................................... _, ................................ . 

[-·-··--····----··--.. ····· ······--···-····-····-·'····· ................................................. - ............................... .. 
- ....................................... _ ......... -f---.... ·-·-··---·-···-- .................. _________ ........................ . 

~~;::·::~·--·---··--··--·-t::::::::~::::::-~::::::::::::::::~::::::: ............................................ . 

....... a~,...~---·- ···················--····· s.llarr:: ........ · ··------·-

.... ..._. ...... ... ---............ - .. .. 
0..... --' ~-- . .......................... '" ..... _ . . ................ -----·············-----

..... ... . . \Ott ............... .... ,...._ ... 

Regraded Unclassified



& w..,.....,._. ..... .._ .. o.-.. , ,_. • ..,..._.,._.. ................................. -SllU. ---------------- .... -----------------
SilU. ____________________ :__ ...... ---------------· -···-

.......................................... ,J a a ..... ···········n· 
eo,. ...... ~ ....... - ............... Q liO 

-----··· ............ ----····· ... ······- -· ............. -------·-······ ·-··-·· 
-----·················-··-·············---.-.-·-·····------·············-...... ·· 
- --·----·--··------•·•u•-•···-•-·-••---·--

, ___ '-------------··---
......... ·········-···--·-····-.-·····----· ........ ·-----· ..•........ --·····-
··-······-~---··· ... ··-····· --·········· ....................... ·------···· ....... ·--------

·-------· 

Sul>ocribod aNI clulr -.. 1o bolcn.,. ~ 1o1ow.., lho -...,.......~ Clplilloant tbJo ·······-···-············· .. ····---~ 
"'--·------------·- 19 ___ ot c11r lor -._1 "'--·-·-·----·-······-·-··-··-··-·-····--.: 

.......er o1 aNI Slolo 1 .. r--, .. ~ "'------------:: 
• ~-----------------·-----= 
~~--------------------------·--·-··---• . •• -.--.. --.. . .... 0 _,. 

Regraded Unclassified



86 
JUt .UIT UOt.11Jt 

ooar Hont71 

Another CIUTont report troll the un •lett hold1nc the bac•. 

'lho thing ia still nebuloua. Telephone converationa t.hia 
week with Mr. R, Davia IW.Uwell and llr. Burton E, Oppenheill 
(Text.Ue, Clothinc, Leather Goode Saotion of 0 P A) brout~tt 
their !!!!!a and appreciation or liT otter to tackle tho 
Text.Ue-bag price ad•1n1atration p-atio for throe wealca 
peDding dovolopaont.a but their roluct.anoo to a.ccopt it in 
tho taco of "d1roctivea• holt above th• to cut avon their 
pr ... ont otatfo. Thv felt that it would bo inconaiot.ant. 

W.onllhilo, telephone convaraat.1011a with cart.ain of tho 
text.Ue-bag induab)' davolopa that an 1Dduatz7 eo-J.ttao 11 
bainC conaiderad to tunot.icc t..porarl.l.r. 'IIbera 'lilT oervicaa 
would t1 t into it io uot ;yet clear but. 1 u expoct.inc .... 
advice on that todV or t.c.>rrow. 

To be preporad in the evODt that I canuot be placed in an 
o P A !Unction but could, u I t.h1nll:, be valuable u a tunc­
tionary 1n tho Container Section (aa a Taxt.Ue E>cpert.) of 
w P B, 1 have talcon advantage or our t~ friend, Roprllen­
tetive Nr. Harold Cluett, being boae to diacuu tho utter 
rlth hl.lll. Ho will have an opinion by to110rrow on the 
procreae and eventual outcoae of the 0 P A appropriation and 
1e aleo 1nqu1r1nc about I P B peroonnel for ... He eeeaa to 
tb1nk that Nr, 11o1nborc would ba the proper peraon t.hru whom 
to aake '1117' approoch for a 11 P B appointaODt, 'llbat do ;you 
tb1nk about that approach? I .....U ;your opealdnl of ;your 
1ntereot in llr. Donald llalaon•a work, 

I IIUit desert the ranka or tho "idlo rich" ae aocc u poaa1ble. 
I u iapotiont to do it but at tho - t.111o place 'II!Tiolf wharo 
I can bo of creatoot uaiotance in tho pre .. nt -rgan~. The 
probl• 11 aiDe and I betd.tato to illpoee on ;your patience but 
rou know that I do appreciate ;your interest and counaol. 

Etbol and 1':11nor join ae in love to ;you ell. 

Fa1 t.btull7 ;your• , 

• 

' 

Regraded Unclassified



TREASURY D EPARTMENT 

WAaHINGTOH . -
July 16, 1942. 

Jm!OR1liDUll Fat THE SECRET.utr 1 

You called me the other day regarding irregu­
larities you had noticed in the personnel sheets 
which I sent you on )(onday by )(r , Gamble. 

In the case of )(r, Coyne, the sheet was in 
error in indicating that he had any special re­
sponsibility for tlie direction of our activities 
in New England, New York, New Jersey, Delaware, 
and Pennsylvania. This represented Coyne ' s former 
assignment as ~asociate Field Director, and the 
sheet should have been changed as the result of 
his appointment as Field Direct or. 

The sheets for ThoD&s H. Lane and John R. 
Rider, under )(r , Callahan, indicated that these 
men Tre re awaiting assigJUDent. The descriptions 
used were misleading. Both men are busy. I do 
not knOll' Rider, but Lane, who is unusually able 
and experienced as an advertising and pronation 
man, has been, bY Callahan' s direction, engaged 
in a survey of the publicity methods , material, 
etc. , used in the Press and Radio Section, with 
a view to an improvement in the quality of the 
nork. 

I should repeat that the personnel sheets 
sent you were hastily done and that neither )(r, 

Sloan nor myself had an opportunity to review 
them before they were submitted t o you. I ~ 
having them re-don.el more accurately and with 
nore complete descr ptions. 
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mn:HD runs sa.nwa ~. SII!US • 

'lO'UL llAlLY SHIHa!ITS liT DDCMIHA!IOJfS 7J!CM JULY 1 !0 JULY 1~ 1 1~112 

!late of 
Denoii1B&Uou - .aaber of P1eo .. 

SbipatD\ I 

1 .•..• ~i.~ 79.~ 7S,~ 2,256 2,527 ~.llf> 
2 ••••• 94, 93. 1 3,o6s 3.510 110.m 
3 ..••• ru:350 so, 76o 79,220 8,~20 3.565 6)6,21 
6 0 •••• 736,205 82,647 89.767 s, 75 2,~ 919.329 
7 ••••• 678,221 163.951 16o, Tl2 ~.510 13, 1,o41 ,21S 
8 .•••• ~,650 1o6,000 115,461 15,039 3.790 798,940 

.389 89,212 112,623 7,807 5,816 655.A7 
672,2111 117,122 107,~2 5.508 5,967 90S.m 
64~,310 121,615 135. 12 5,o62 15.6119 921, 
6 .983 111!, 591 91J,Sl6 6,314 1!,521J 1!87,232 
673,000 109 ,750 102,000 7.775 10,000 902,525 
5411. 501 1!;6,626 152.361 12,f70 14,535 sst..293 

7,027,314 1,320,261! 1,325, 709 1o6,~ 90,016 9.1169.711 
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Dato 

Ulll!'li:D Sf.&.UI SAYINGS :BOJIDS - !Obi. 

Comporiooa of Jlll7 oaloo \o dato wUh aaloo 4urillc \ho 

tame aua'bor of bus1aeoo 4a7t 1a Jnno and II., 194P. 

(~\ itouo prico 1a \houo&Ddo of do11aro) 

Jul7 

July 1942 

1 
2 
3 

6 
7 
8 
9 

10 
11 

13 
1li 
15 

• 28,418 • 28,418 • 29 .• 5}9 • 19,~81 96.~ 

24,269 52,687 115,1142 }9 .~ 115.9 

27 ,277 79.9611 67 ,o46 72, 119.3 

46,531 126, 495 98,208 88,6o5 128.8 

,1,110 157. 6o5 132.3111 122,575 119. 1 

3.1151 201 ,056 1511,085 157.866 1)0.5 

,9.918 2llo ,974 192,659 181,4}1 125.1 

~·155 288,729 206.523 201,464 139.8 

3 ,127 .}24.856 236.552 2.}2,801 137·3 

47,164 ~2,020 259.772 246,756 143.2 

)0,102 2 ,122 281 ,724 271.525 142. 7 

33,807 435.929 303,163 296.152 111}.8 

U1 ficuroo art dopooUo wHh \hi !'roaauror of tho llnited Stotoo oa 

accouat of proooodo of oaloo of Un1\o4 ltatot oa~inSS 'bondo, 

loh: r~oo han booD. rounded to neartot \houo&Dd &Dd >till ao\ noooooar117 

1146. to to talo. 

• 

Regraded Unclassified



llnfiD S!J.!II SU UOI liOJDI • 111U8 I 

Oollpal'hoa ot l'&!T ealao '• d&to vi \ll ealoo 4v1q tllo 
.... llWI'bar ot buiaooo d&T• 1a lua u4 11q 1~ 

(A' hou price 1a 'llouuolo ot 4ollaro) 

CONFMJJNHAL 

Data l'&!T 

11>1¥ 19'12 

1 
2 
3 

6 
7 
s 
9 

10 
11 

1J 
111 
15 

• 1,,821 • 15,821 • 19,8,11 • 12,679 19 •• 
1 ,880 ~0.701 27,8 1 211,263 110.~ 
16,822 7.523 llo,811 116,532 116. 

29.797 77.320 58,199 55,116o 132.9 
17.7211 95.oll4 82,988 7),8211 1111.5 
21,5~ 116,643 98,1~ 97.oll9 us.s 
22,7 1~,390 12,,2 Uil,21S w.~ 
211,772 1 ,161 13 ,1~ 128,670 122. 
19,077 183,238 1511,2 151.956 us.s 

26,5~ 209.787 169,~20 161,3116 12).5 
15.7 225.532 186, 70 177.~3 120.9 
1S,IIo7 211J,93S 201,700 1911. 7 120.9 

.1.11 t1CVtt art 4apoo1\o vUh the 1'reaavar ot tho 1Ja1ta4 Stattl oa 
aoooaat ot prooeado ot oalao ot Uaito4 ltatoo oaYiaco boado. 

JiCIU'to hen bua ro'IID4a4 to aaarut tllouau4 u4 vill aot aeceooari~ 
a44 to totalo. 
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UJI!'J:D I!ADI s.t.TIIGI BOIDI • UIIIII J AID G OOIIIIDD 

Oo_.-hoa of Jal7 toalee ~o 4ate wHh ealet 4v11lC u. 
•- ••'ller of bv.a1uu elaTe 1a l'IIU aa4 llq 1~ 

(.u heu pr1oe 1a ~hou....U of 4ollare) 

lul7 , ..... 

~ON FIDENTIAL 
91 

Jul.J' 1942 

l • 12,597 • 12,597 • 9.lo05 • 7.J02 1~.-
2 9.~119 21,986 17. 1 15,168 12 .9 
3 10, 5 JZ,IIIIl 26.235 25.516 123.7 

6 16,7311 llg,lli llo,oog ~,1115 122.9 
7 13.386 62,~ 1 49.353 .751 126.8 
a 21,852 811, 13 55,SU 6o,Sl7 151.0 
9 17,172 101,51!5 67 ,Ill~ 67.~ 150.7 

10 22,983 1211.568 72,,e6 72, 172.1 
ll 17 ,()50 1~1,618 82,}10 SO, 172.1 

13 20,61~ 162,232 119.852 ~.~10 180.6 
111 111,~ 176.590 95.254 .391 11!5.11 
15 15, 191,991 101, 11611 102,1o6 18g.2 

I .U1 f1pee are upod \1 w1 ~h the !reaeurer of tbe Ullltl4 Statee o• 
accou..t ot prooet4t ot ealet ot Ua1te4 Stat•• •••lac• bo•t•. 

Picuree haY~ bua r0'tl11414 ~0 uarut tbou.au4 aa4 will •ot ••ceuar117 
aM to totale . 
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1 
z 

' 

lotol 

• 1~.1 
1 ·' 

611.1 
16.1 "·1 

29·' n.:J 126.0 61.:J 
17.7 95.0 1:J9.:J 68.2 
21.6 116.6 162.2 11 · ~ 
22.1 1~.11 1~.1 ~:o 211.1 1 .2 21 .o 
19.1 lSJ.2 2J6.6 rr. ll 

26.5 209.1 27:J.2 76.1 
15-7 225·5 211·' 71.11 
11.11 211J .9 JU.6 11·.3 ,,,, 

., •• 1 
.377.11 
1111.1 
1125.9 
1151.1 
1177.5 
50.3·• 
525.0 

562.7 
~7.2 

l , :J 
625.1 
65Q.o 

su.. ot v.u ... ''-'" i2t.c. Joa4a 
.... hiT 1 ...... hiT 15, 19112 o.,. ...... wltll hl•• ~'- tor ..... Perlo& 

(Al lone prloe 1a a1111oal ot 4ollaro) 

lla1q I 

• 12,6 • 12,6 • 19.11 611.~ 
9.11 u.o J6,11 6o.ll 

10.5 :Jt.ll ,a.6 611.0 

16.7 ..,,2 12.6 59.6 
1;,.11 62.6 ~.2 66.5 
21.9 A.ll 1111.5 13.1 
17.2 101.6 U,. :S 71.5 
2.3.0 1211.6 1~.9 ~.1 

17.1 111l.ti 1 1·1 95·9 

20.6 162.2 16o.6 101.0 
111.11 176.6 168.0 105.1 
15.11 192.0 111.1 105·' 

l9J.5 
202.1 
210.5 

22.M 

~·· .o 
26o.1 
210·1 
279.5 

~·1 , :J 
,322.1 
.331.5 
,,a.o 

..u, I 

• 11.11 • 11.11 
211.;, 52·7 
27-:J 10.0 

116.5 126.i 
~.1 157. 
:J.5 201.1 
~·9 2111.0 

;u 211.7 
:J211.9 

117.2 ~.0 ,0.1 .1 , .. .11;,. , 

.IDiual Ill•• t11Vu are tepoeih wlt ll tM trauver ot \ loa Valh4 8\a\11 oa 110ooaa\ ot pro .. .a. ot oall• ot 

1Jil1to4 Statu l &'fillca Ma4a, flea'" llaft Mea ro . ... ea4 vU1 ao\ UOII e&rilT a44 \o \o\ale , 

~fa \abo !.a\o ..,_, ltotlo \M a.u, \reM 4llr1ac \loa WHit ea4 tM .oa\la17 'rcA d.u!.ac tM ••lll. 

. ' 
• 

CONFIDENTIAL 

• ~.0 

ud "·· 62.5 
611.7 

2D*.6 6o.6 
2:J:J.5 67.5 
276.7 12·1 
:Jl9.:J 15· 5 

~·' 
11.1 

·' A.5 

IIJ:J.I .,,, 
1155.6 ... , 
..,,.11 ..., 
529.0 
561., 
511·9 

'"·7 
657.7 
691.1 
m.6 
7111·5 
*·5 
157.1 
Ill,~ 
92J. 

""' 1,000.0 

, 
I 

\ 
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TREASURY DEPARTMENT 
93 

INTER OI'I"'CI: COMMUNICATION 

TO secretary Morgentnau 

H. D. Whi te 

subject: Frozen Sterling or the Motion Picture Induatry 

1. '!be motion picture induetry, at the end or 1942, will 
nave about $50 million or at.rling b&lancea troaen 1.r. the 
British o=pire -- about $40 alll1on or llbioh will. be 
sterling balances in United ltingcloa, Ot thh $50 Jaill1on, 
abou t half waa acotmnll.ated between the outbr .. lc or war in 
September 19~9 . and the beginning or 1942; and the 
~omaining half will be troa earning s thia year . 

2. Si nce the outbreak or war, there have been ~ee agree­
ments covering these particular balances, b•t'tl:•en the 
British Government and the -tion picture induatry. A 
summary of these ~ee agre8118Dta 1a attached. 

~ . '!be Treasury waa tirat ahown copies or the .. three 
adreements on May 12, 1942, When Mr. Haya turniahed copiea. 
I bel ieve the Treasury waa not informed ot the exietenoe 
and nature ot the agreement& until June 1941, some 
eighteen montha ai'ter the aigning or the firat agreement, 
when J . II! . Keyn.. informed ua that the Bri t i ah were paying 
dollars tor tUm roy&lti... (In JUly 1941 , the State 
Department intor.ed Cochran that the film induatry waa 
requesting the State Departaent•a aid in negotiating a 
new aoreement.) 

In soliciting your aid to uni'reeze their balances, 
r:r . Hay s haa in his oral preaentations,, l ett ers and 
memoranda , baaed hie caae on (1) the need of the British 
for 0 . s . pi cture e , (2) the aervice of the movie induatry 
to the war e ffort, (~) the loae ot revenue to the movie 
industr y f rom ocoupation or ao.e areu and I'reezing in 
others, <4> that the companiee need the blocked amount~ 
to continue to produce, (5) that the Lend Lea ee has 
removed the neoeseity tor blocking funds , and that (6) the 
' nited States Government could purchase the companies' 
sterling for uae in meeting u. s . troop expenditures in 
Ule sterling area . (No information was furnished as to 
the companies 1 earning s .) 

4. Amono other arguments , he atated orally that a transfer 
would bring inoreo.aed revenue to the Treasury, which would 

' 
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Division of Monetary Research 

- 2 -

collec t in t axee appro.xiaatelJ' 50 per cent ot the UIOWlta 
rellll tted. (Since foreign re't'enuea, even though tro&en are 
subject to corporation incaae tax, I 1Dquired about th~ tax 
r ecords of these oo=paniea, Internal Revenue stated that 
the companie s , with one exception, had alreadJ properly 
paid t axes on revenues in Britain. One firm , TWentieth 
century Fox, b aa t ailed to do eo and owed taxes on eome 

3-1/2 million. ) 

5· A side caae in this JDatter baa been the pleadina ot 
R. K. o . Radio Pictures, which firm baa been in r ecei't'er­
ahip t or some years. 'lbia firm plead& that it urgently 
needs all ite funda to furnish working capital and prevent 
bankruptcy . The Seour1t1ea and :&xchange Commiaaion hae 
made a special study of thia firm, and atatea that it 
drastically needa tunda, Internal Revenue, atudying the 
S.E. C. report, 1ntormall7 agreea that the oompanJ 1a in a 
weak cash position. 

we asked R. K. o. to obtain a letter from the other 
companies tha t they would not objeot toR. K. o . •a receiving 
special treatment on ground& ot financial neceeeity. So 
far , the letter haa not been forthcoming -- and 
Mr. Pa ttereon, Chairman of the Board ot Directors orR. K. o., 
informed me that tao firma have been reoaloi trant out ot 
fear of preJudicing their own oases . 

JAr . Bewley, Bri tiah Treaaury, baa informed me the t the 
British Treaaury 1a ready to eympathet,ically consider 
.,ranting the R. K. o . tunda provided they get a word from 
the companies involved that auoh action would not consti­
tute a precedent tor releaaing funds for the entire 
industry. I had asked Jlr . Bewley to wait until he got the 
clear signal from us eince we wan ted to get a s1111ilar 
letter trom the aovie induetrJ. Aa the matter atanda now, 
if we get the letter we asked tor, we will tell the Brithh 
and they will undoubtedly unblock R. K. o.•a lunda. It 
hao been about tao weeks einoe I have heard trom them on 
this point . 

Conclusion 

I do not underetand why the moving picture industry 
needs Treasury aid at thia point. 'lbe contract requires 
that they reopen negotiations, 1t they wiah to modify the 
existing contraot, by the end ot JUly; i . e. , three 110ntha 
before termination. 'lbe contract also includee the clause 
that in any ad justment ot the contract the exchange 

Regraded Unclassified



95 

Division or Monetary Research 

- ~ -

position or the Briti llh TreaiiUl')" would be a taetor in 
aet tl1DI! the terma, It would, therefore , aeem that the road 
1a clear for the .ovi e industry to reopen the negotia t ions 
direo tly with the Bri t i llh Treasury and aecure whatever terma 
they can. '!bat h exactly what they have done in the paat. 
Tbey reel that they have an excellent case tor securing 
better term• trom the Britlab Treasury. Why then can they 
not convince the Br1 tieh Treasur7 to give them more favor­
abl e termst 

Should they be able to do so, the Britieb Treasury will 
probabl7 approach you on the -tter aince anJ increase in 
dollars t hat the Britieb may w111h to give to the movie 
1nd.uatr)' would be a drain on their dollar aaeete . Hence it 
woul d be a matter mich the Brit111h Treaaur,. ehould 
properlJ take up with you before making a final decision . 
If the movie industry aucoeeda 1n convincing the Britieh 
Treaeury or the meri ts or their claims and it the Sri t1sh 
Treasury tells the movie induatr7 that before giving a 
decision they will have to take up the matter with 7ou, 
you will probably have to r ender a decision on the matter, 
But certainlJ there ia no reason to render eueh a decision 
befor e the British put the matter up to you. 

It seems that there 1s no way or avoiding the 
r eapons ibilitJ of making a deciaion on the mat ter if the 
British Treasury placed the matter before you. Until that 
time, however, it would seem that you can continue to hold 
to your position th~ it is not properly a matter tor our 
intervention at this stage or the proceedings. 
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Appendix 

Three Agreements Covering the Transi'er ot Sterling Balances 
owned by u . s . Film Companlea. 

1 . The tirat agreement (t'or the year Novelllber , ~to 
october, 19~ provided tor the tranater ot t17. 5 mlllion, 
estimated as 50 percent ot the annual remlttanoea ot the 
previous three years , and turther provided tor opening dle­
ouasione tor a new agreement at the end ot the period. Trans­
fers were to be allocated among the oompaniea 1n ao.oordanoe . 
with t he companiea' own determination. In retum , the companies 
agl'eed to maintain their exports ot tilaa . The GCllllpaniea en­
joyed the right to uti lize their sterling tor expenditures and 
cer tain 1nveatmanta 1n the British Blllpire. · 

2. The aeoond agree-nt (tor the year OGtober 27, 194o 
to Oc tober 45, 1941> waa muGh leee favorable to the picture 
compan1ea~vided that tbe ccapeniee could remlt 100 perc.,t 
up to ts.b mlllion, and 50 ~rcent ot the remainder -- nth a 
m&X11Dum ot t12. 9 mlllion. The re~~~a1nder ot eterling balance• 
were not to be t r anat'orable without prior written consent ot 
the Br1 t1 eh Treasury, whlch would take 1n to consideration any 
improvement in the t'oreign exGhange position ot the United 
Kingdom. 

~ . The third agreement (for the year October 26, 1941 to 
October 24, 1942) was more favorable to the tilm companief• It 
permitted them to Gomplote all transtere authorized ·under the 
previous agreement, plus 50 perGont ot any other blocked balances 
accumulated at the beg1nn.1ng or the new agreement. In addition, 
it permitted the companles to relll1 t $20 m.1ll1on ot the current 
year • e revenue a. 

P1Gture companles pG' ticipating 1n the agreements weres 
Columbia Pictures Corp. ; paramount P1lm Service, Ltd.; R.K. O. 
Radio Pictures, Ltd.; Warner Brothers, Ltd.; 20th Centlll'J Pox, 
Ltd.; M. O. M., Ltd.; United Artiste, Ltd.; N.U. P. Finance, Ltd. 
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Con!ereDce 1D l(r, 11hite•a ott1co, 
Tburadq, Jl~JT 16, 19112, 

12alS P, II. 

llr. White 
11r. Patteraon 

llro Patteraco ot R.K. O. call.ecl at b1a requeet. llr. Patteraon 
etatecl that bo understood tbat there wu a -tiDe bald 1D the 
s.cr.t.ary •a ott1oa that .,min& with- .,t1Dn pi.cture aecuti....._ 
He aa14 that be bad~ uload to ao but ba telt tbet it would be 
inappropriat e .£or b1a to be tbeN. He Mid. that 1>1 bad '111 tb b1a 
-.blagrau wbic:b bad been act b7 tbe 1nduatey to t1>11r rapre­
e.,tat in in ihglmd. !Ia pre-d that tba c:aliaveu iDdicated 
that the 110t1on picture 1nduetz7 bad "" obj ection to R.LO. •a 
reca1Ying apacial conaidarat1Dn. 

I glanced a t the c:al:llea and a aid I didn •t belion that the 
!lritieh Treaeuey 'IIOuld be eatiatiad that tl>l otataMnt aet their 
requeet, I told Wr, Patteraon that a 110re explicit atetoMnt 
seemed to bo called for W.Uc:b aa tha cable waa acc:a .. ible ot 
a l111111ber o! iDterpretatione, llr, Patteroon a~ad and aaid ba 
would try to get a 110re C:OIIpi'I~'N atat..lt, 

1 
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TREASURY DEPARTMENT 98 

INTER OFI'IC& COMMUNICATION 

DAft JUL t fi1!M2 

TO 

PIIOM 

Secretary Korgenthau 

E. H. Foley, Jr. 

You will be interested to know that Foreign Funds Control 
played an important part in the apprehension of Karl Friedrich 
Bahr, the Gestapo agent who was caught in New York the other dlf 
attempting t o enter the country uuder the guise of a refugee. 

Information received in a routine despatch fr~ Lisbon 
indicated that Bahr was attempting to auggle into the United 
States a substantial amount of United Statea currency. ~-..her 
of Pohle's staff transmitted thia inforu.tion to tha Collector 
of Custolll8 in New York on June 29th. The Dl"ottningholm docked 
on June SOth and, as you will recall, all the passengers were 
under investigation by the FBI and other agencies for several 
days . 

By July 3, Bahr had been plaoed in a group of supposedly 
innocent American citizens to be passed through Cust01118 in the 
ordinary manner. Customs officials aoting on the information 
received from Foreign Funds Control singled Bahr out for a 
particularly thorough search. ~pparentlf agents of the FBI 
were present during the search Of Bahr •a person and belongings. 
In the course of the search $1,500 of carefully concealed United 
States currency was discovered and also evidence indicating 
Bahr•s true character which had hitherto escaped tha attention 
of the other agenci es examining tha pauengers. 

When Cust01118 officials attempted to get Bahr for questioning 
on the afternoon of Julf 3rd, th.ey discovered thAt he had been 
removed f rom tha Drottningbolm and efforh to locate him were un­
availing until after the story naming him aa a Gestapo agent had 
been published in the newspal'ers. It seems clear that Bahr would 
have been admitted to the Un1ted States without suspicion had it 
not been for the special search of his belongings 1118de by Customa 
at the suggestion of Foreign Funds Control. 
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TREASURY DEPARTMENT 

INTKR OFI'ICK COMWUNICATION 

........ JUli8!M7 
Secretary Morgenthau 

E. H. Foley, Jr . 

JEAN YONNET AliD GEORGE WRllANE 

Although our general study of the associations and 
activities of Wonnet and ~nane is not yet oompleted, I wish 
to bring to your attention at this time the statue of the tax 
phase of the investigation. 

Our preliminary i.nvestigation of the tax situation 
has been completed without a conclusive result. I therefore 
think that if you agree, an intensive tax fraud investigation 
should be made in the regular manner by special agents of the 
Intelligence Unit, 

I also wish to bring to your attention certain 
correspondence found i.n Murnane ' s files which evidences 
Murnane 's eagerness to deal with the Nuia as late as July 1936 
and the use he made of his connections with certain Government 
officials . 

This corres£~:!ence indicates that in 1936 llurnane, 
with the apparent bac · of Jesse Jones, attempted to pracote 
a large purchase of cotton by the Germans which would involve 
a long-term credit (over $50,000,000) from our govel'IIJIIent to 
the German government with ultilllate pqment by the Germans in 
free exchange. In a letter to Blessing, Director of the 
Reichsb~dated May 20, 1936 concerning these negotiations, 
Yurnane said that: 

" ~ ~> * * In our own GoverllDient circlu, there 
was the same disposition to trust such delicate 
matters to me to advance as has been shown by 
yourselves . Upon mf return I have discussed 
with a personality of exceptional power in such 
affairs the principles of a tran1action as out­
lined above, ~ ~ * * it being determined that 
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the matter would be kept out of official 
channels entirely and kept solely in ~ 
hands until a program wae arrived at t hat 
both sides felt would be praotioal ~ ~ * *·" 

100 

The "personality of exceptional power" was Jesse 
Jones to whom Murnane later reported that the negotiations 
with Blessing had been halted for the time being because of 
the poor outlook for the German.s' ability to repaf the credit 
with foreign exchange. 

In a letter of Julf 3~ 1936 to Gert Weismann (former 
assistant to Hjalmar Schacht, who figured in the Petachek 
Geroan coal deal) concerning the proposed cotton credit, ¥urnane 
said: 

"I am moat anx~oue to keep this subject alive, 
not because I am convinced that there can be 
anr cotton credit at an early time, but simply 
as a means of stimulating the relationship 
between the principal Government people in Berl in 
and ~sel! * • * ~. • 
In a letter of Julf 27, 1936 Murnane advised Weismann 

of the forthcoming visit to Berlin of Warran Pierson md said: 

·~ ~ * * I would be glad to have you give to 
the Germans the evide.noe of your being in ~ 
confidence and consequently in touch with 
Pierson, and through him, the United States 
Government. * * * * I believe that Pierson 
is entirely loyal to me. He is in realitT a 
member of the staff of Jones, head of the 
Reconstruction Finance Corporation, who is of 
oourse vecy close to me. I am naturally anxious 
to preserve the intimacy both with the Germans 
and the U. s. Government in these channels, so 
that should actual business develop, there will 
be a chance of our dealing with it for both aides . • 
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In a letter to Blessing dated July 28, 1936 1n con-
nection with the same subject, Murnane said: 

"In the same mail with this letter I am sending 
you a letter about .the forthcoming visit to you 
of Mr. Warren Pierson who ia President of the 
Export-In!port Bank at Waahington. This bank 
would undoubtedly deal with the question of a 
credit should that at any time be actual. Yr. 
Pierson would naturall7 be concerned with the 
technique of setting up and handling such a 
credit, but would also be an intluence w1 th 
Jir , Jone a of the Reconstruction Finance Corpora­
tion 1n coming to a deciaion aa to the grant of 
such credit. I have told you privately that I 
hold a close relationlhip to the Reconstruction 
Finance Corporation and tha Export-Import Bank, 
who are inclined to trust to me delicate matters 
of negotiation - my relationship toward them 
being one of the same kind of oonfidence's(aio) 
that exists in the case of my relationshio (sic) 
to Dr . Schacht.• 

Photostatic copies of the correspondence from which 
the extracts quoted above were taken are attached. 

It may also be of interest to note that Kurnane 
recently resigned aa voting trustee , direotor and officer of 
York Com3ercial Corporation, which, aa stated in a previous 
memorandum, ia associated with tha Continentale Handelsbank, 
a Dutch bank which in turn is allied with the German Potash 
Syndicate . llurnane told a Treasury investigator that he 
resigned when for the first time he discovered that the 
Continentale Handelabank has an interest in a large block of 
American Potash and Chemical Corporation shares now held by 
J. P. llorgan & Company for a Dutch banking syndicate but 
the beneficial ownership of which may be in oertain German 
potash companies. This 1a one of the s1 tua tiona involving 
~!onnet and Murnane which ie now being studied. 
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TRANSLATION 
, ... , Oel'llsn 

B•M I 
Retchs- un~ ~reuaalaehea 
~ lrt aeharta•lnl~tertua 
(IUnht'I'J or Ke on0111le a of' the Oe """'" Relch And o" "ruaale ) , Ol e•s tn~, Director o" the Re1eh sb10nk , ~hrenstrssae 43 , 

1\tlrlln 1\ 8 , Ge.,any , 

llr . Ge orge l'urnaae, 30 Bro•d Street, 
N • y • 

111 d u r ll!urnana: 

J un., 1' , 11':06 , 

I ttantr :--ou ft'I'J 111\lch ror your klnt1 • <hteea or 
1111 20tb •nd I thank :-: ou eapecblly ror the 'k t.,d tnt-,re • t 
whleh JOU • r • Sho-lnr i n the cotton ered l t ~•tter, 

The reAsor I am Ana• erlnl' you only to-1•y I • t h• t 
. .. M ve 8l1Atr.\ned ror .. lOn l' tlN lnto YOllr •dvice• an~ 
su~e•ttona. H.,.-e"Mr, t he ~~:ore we hA '·e thowtht t he 1r.11tte r 
ov• r , t he 110re •e bee,. .. con•lnead on t he other hand tha t 
t he NP")'IIent or e e~dlt or 500, 000 t o 800, 000 bales or 
cot t on , l,a. r ro• 120 to 180 11llllon Relcha~a r'k In f'rea 
u chsnFe could under certain cll'cuaotan <-ea beco..., IHrrteu lt . 
As you l<now, •e • .,t to a•o ld, \D'Idar a l l ctre••motiO nee a, 
ent~rin~ i n•• anse~111nta in eonnaotlon •l th • b l eb •e """ 
not , , ,. tha~ •• oan pe'l'f'ol'lll aa111 won .,..turlty. I do n ot 
n•e 1 to tell 7011 that t he repey111nt could onl7 t e llllda 
thr~~~ 1ncreaae4 Oar.an •~porta, aapaoial lJ •lao to the 
i), l t ""' ~tat ••· , he ohanoea tar an lnCNAae of ••porta 
parttoular1J to tba l111te4 !'tatea, hoooewr, "r" n ot 

t..&ww •••• • • eaca • •y•• w-a& •ei.A1'1 o" a u a •• u 
---- C1' • _._ -·---...__. ·-· .... -···-"-
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Al!ertean ""''~ Ictal Ia .. -*e te ' t & 

duttea 011 ..... Ia .. ,.. ...... I& 1 

or tbe Ta!'lf't Aot, tbe .,..ct'llllltlea ,., •••u te tile 

!tilted • utea boft ~tn 'bl.._ ..... 

'w ttb ""l!tl'll to ~a to at bar ooatrl.le, 

unf01'twt~tal7, •'bout two thlrcle or ~-" a~a da'Nlft 

on •!'nte fro. 'llbloh - do aat ..... 1 .. a17 oeab ,...._ 

uchAnlle but cl .. rl!ls eredtto Wbtob ~nt 01117 tho a'llltbW'l• 

• s t1on to!' purchaaea l1l tbo OCUDtrlea ln qaeetlOD, It, 

the ref on, ln "ccordance wtth the dhcuealona ... 4 at tba 

t 1,.~, •e " oul4 88Jl01"11te long ten> esport bllle with tba 

llol tldhlcontMnlr u:alnat the cotton cl'l4lt te 'bl ~ "'lllLII .. 

we ml ~~:ht I"Urr t he rlslr under certetn otro•aotencee tbat 

t Mse b1l h , ueon aturlty, wowd not 'bl recelw4 ln oaeb 

• 
• e hA W therefore 01'1'l't'ed at the cmclaelOil tb .. 

1n vi e• of the JIN.,e nt IIIICer;taln out loclr, lt would be 

prere!'able to defer the queetion or the retellll! or • eattOil 

CrAd lt ror t he t t• belllf! end to watt •114 ••• how tbiDSI 

w11 \ develop further. Ae eoon "' the, ettuatlon eboul4 

be Judsed here ln a dtrrerent •dewpolnt, t eball tan t'lll 

ltbel'ty or &d•te lns JOu. Il'l the MUttM and 1D aoe~ 

•lth :rour aull!""t ton a or .. ,. IIOtb I ehell elrllla\na lnto 

a.••••••• • ataa c •••••• l'aA•tLATio• euaa&u -·-·- ·--..... -··--
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t he q u .. tlOII u to t• poeetb le tON or • 4ertntte 'Plan. 

With b .. t )18N0Ml Nf!•1'4e. 

Falthrull7 70ur.. 

\. A W Y8&1 • aM aa c • A WT I " 'I' &AN •L AT 10 .. a U 88A U 

.......... •1'- tt_., (T........_ S..... ..,_, c.41 Y . ........ -.. 

P'Nolft Dton +Z9JO.J'9JI 11 BaoAftWAY. NWw You 
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• l "" !J. Jlint 19~ . ., ' .. 

Ia L :b: : , Ult. WI....__, 

., 

fe tn lteber Murnane 1 

f ur Jhre /re1.111dl tchen It ttetlungen 0011 20. Ia t ds. Js. 

dankr tch Jhnen oerbtndltchst, tnsb1sonaere danke tch Jhnen 

fti r das l tebens•ardtge Jnteresse, 1148 Ste der Bal.liiiOllkredtt­

~ngelepenhet t entgegenbr tngen. 

lenn tch erst h~te ont110rte, so desholb, NU •tr tlber 

Jhre ~> USJUhrungen Un4 An,..gungen lange nachgedocht llabtn. J1 

mehr 111tr jedoch doriiber nachdachten, je kla,..r tst • uns auf 

anderen .Sette geworden, dGJJ dte RUclrzahlung etnes Kredtts 11011 

5J0 oop bts BOO ooc Ballen Bo.-oJJe, d.h. 11011 120 bts 1~0 ltll . 

RN tn f reten .-eotsen unter Uastlblden sch111tertg /Hrden lroMte. 

J te Jhnen belroMt tst, 11011en •tr unter lrewn Uut finden Ent1aa .•• 

Jllents et11Qehen, 11011 11111111 •tr ntcht stcher stnd, da6 111t r s te 

flill tg,ett erfUJ Jera lriil'llltm. Jell brauche ntcht zu aagen, da/1 d te 

.'Wclrzahlung 1111r t.a l ege etn.s ,.,..,llrtln deutacllen EJ:.,orts, 

besonaere oucll IIGCII 11111 Veretll&gtera Staoten erfol (lln lriiMCI. D'J 

Ausstchten /tlr 1t111 Stetlfruflg des az~orts gerade nach U.S.~. 

stnd j edoch &a ge~rttg111 agenbltclr ntcllt gUnsttg. Durch dte 

tn der oortgtn l oche getroi/I'M lldnaltu diS aurtkontechen 

.Schotzuts, dte Btn/llhr g•t•Nr tllutecher )oren au Sonderzol ­

len a14! Grund ,_ Ab.cilllalt ta JOJ 1111 ZOllgesetzu .111 bllegen, 

stnd dtl AUII&Glten JUr '"' ~rt Ta~CII din Veretntgten .Stoa ten 

ift rrn Georg• 1 u r 11 0 11 1 , 

f'lltrt~ ,._, Strw•t 
11 • lora. 

lrnf!lt 
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J n York, Jul7 S, 1VII6 

l - ocp a teU:r ta•••W 1a 7oor 1~ til 1- IDd, ~ciAc Uad 
llMaiDC W ~ wltb :r- abe1l\ tM e.ha oredl\ =\W.., 1 Wd 7ou the 

......,..s .t W. - 1 - 1a .....,., ud -.'•'Md \lie\ I would like 1\ llbovJA 
• opporWalV d~ep 1a tblo ...., lor 7ft \0 U.C. lor u .., nlllll.U., oop\io-

l ... - ~ • - ..... di-lllOilO .. , ... binc\00 .............. ,._ 
..,..,. , and tho "'"" n til tba. I _,. .. to Bl.e•S.ac. lbo ~"' too\un 
aa \bet 1o the I(IIU'\or o\ ..... ,,,_.,.. ftl.cb ...U 'loo Me\ 1111ol:r to doo.l wl\b wob 

• enter, \bon - • MIIPleW wUl.1acnoM \0 81\r\8\ .. - \bo ~ -
aeUat1- \ha\ etpt 1Md loraN v = llnderrt ''"•• ftoooo ..,..,h were teU owod 
1r \M b-H- 1a the c-reial tr.• ,...o\la\1 .... Md 111:r tM lefNl\loa oo r.._ t11 tw tuUt .,,_ a1eb r....u..r letort- wt.u. tw _,_ ral.ou-

- · \bo \w ~. I \ldM bod tile ....,.a! d-'tpLHaw 'loow o\borwt.n, • 
~ o.oWU:r ...... lft\e rtar\od • ...,.,nto\1001 til- -ueNblo taVnrt, 
- · ..-1\SAc ---""ll:r . ,. ""'· .. Wnll:r 1\ 1a ... ebJ..Uft to ... allft \be 
,11"'.,. \Md.._. = ..,.. eidoo \0 81\ru.\ n wl\b _.. n\wro, 

la \bo I SOft\ion \bo\ I _, \0 Bl.oeoi ... , I Wd b1a \bo\ I~ 
uptiotloat dft'el., Md • DOOd trioe tor -~ .., \h4o ~pot reprooon\ia& • w 
41-• \be ftri- rz a'l-, wl\b b1•, \bat I WO\Ilcl on<IM'fOr to Oftlirt 7 ... ,. •mcoo 
It tbat aa acr-J>le \o bla, ll8H ~1r .. oiai.., _..._.,,\ben- til-
10 oooooioe tor b1a v uk • w ....... :rw oeopore\o 1a •• ....,Udi-, looa\ I .. 
,~-""''be tid t.lk \o 7• ...... , ... •ttor .... Nod \o 7001 ... lrt\or ....... 
•t \o • • I \Me t'loo\ u ~ tba\ bod \lie ,....U..U...o ,..._.... ... 4 ..U, 
tbat IOU wwld baft .......... b1a • oo.l- poiat til 01 • 1&\iOD . 

l aa •n =xi- w a.,. We oubJec\ all'f01 DOt "-110• I ae c .. ..U..od 
lllot tllere eoa be ..,. ..,._ o:rodi\ at ae .... l:r u-, ""' e~ u a _. til 
r\l.ailotl.Ac U.. relaU..eblp bft-• \bo priaoipol a......-\ poeple ia llerlio Md 
••olt, &ad 1 w1U t17 to a.p 7 .. ,..w, ""' •--' \bot 70u budlo \bo attar 
au.,..., "-l 411MftU• .. *' .._ t.a1UaU" 1a w..-.. 7 ... - ,_ a1a.a... 
" tor u poolllblat ,_ \booap 701l 11aow _.. ot \be ~ ud cleftl_.\0 \Ilea 
'PPO&ro oo \bo ourtaoo. I ..U Ntber b ... \bot 1D illio ...., \IWip ..U Uftlep 
11\vUl;r ... ....-.~ U'lM \lie\ -u lift w. \o ..... ~aepee. 

O.rt '1&1-, 
--···"· ••at·-- • a. • .... ,.... . 
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Dearlll'tl 

IPo ~ "-• ::S P"r:,.:.. * . e ' >e ' ._ tl :::::r,•, o.1~·,.:,:•::•,: •• ,.~ te _, lllll ..,., • 'R a, 

I .. .. pld·'~ •- ._, IP, "- ....U ..,_ ._ '-' 
- ...-~ w tile ,r'ed,.S pw uu.- Sa .. 1 *' .. 11e 
-w 101.\11 aN'a1ft • •-.1 "''-' w IIIla. "'"' *' Sa ...,., I 11oft ...... 1118 .. 1ft Sa .._. d\11 ,.. ~· ,. .. lie Sa a..11a n tile 
U• the\ be h u..e, orlll I •• pantnlar~ ..So• \!Ia\ ,.u ....U lie 
\lien .. _, ud ...,. ""' 1t \ba\ b .. dl '-'~ tw ,... .. ..... 
w be 111 Berlla • ....... , 1•\11 w llill, ........ U... • '" ..... I • Mlllla$ , ... W \lie\ .ren, ud .... l\ IIUl .. J l""le ,_,... W .. 
"'- · I •• oho ..U. IP. Pi- w let ,.. a... Uu - * ens. b a.r lla llo<t b - .. M thd ., allen .. \1M tl •11 t.n'lwl. &a , 9 a 
ao U.o\ .. - ,......... t• Ilia \lie ...So• _.._.. *' IIUl "-~ I baft .,._ 1118 le\\OM \ot DftrM1 111oHla$1 I J 1 I.UdP0 hN1 J I 1 oon lrNitll• I boft ,.rU~ ..., llPwt., W plM .U .u&• ..,_. 
\!lo\ i n .,. 11117 \!lot - •• w Ida. I \IlSak U IIUl lie • ... .._ 
obou\ the t t. 1M orrheP t.. .......... to S..torw !Qud•l • *'lie .. 1ft 
In to\ICb 101.\11" ' r; ud- \lin"- reeei- .. alii I r, annl­
u .. re to .,_,.. 1118 - to "'ten \!Ia\ weld &a'--\ Ida. le lP •"• .. on "'' a. s ... ..,, .. .,..., ...,....,, ~ ...,.. 

•r. C.rt .. 1_, 
Charl o\t.Do\roeN 11 
~orl ln J s, o.r...r: 

.. II aJ.r ,._., 

' 
• . ~ 

• 

~· a~tD1•~ olleft ..,_.,.,to ........... P1o"'D lli11,.. dli'M\lJ tr.. \!left 
r~r~t~ ODd IOI.ll ..,_, .. , .... '" Gw 0 ~ .......... '"-- ""' It conuo\ 101.\11 a......_, t.o hrlia...,.., na 1111 w •- .....,.._, _. tor~ 1>. •UrolT -Uool t or t.la ..._Sa lerUa to ......... an a , .. ....._ u are .,,.,,.,.. 
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.,-.a sa • 

::::-::.::.:==·:·1:·:;·~~= ''='= .. ,.. - ...... .... de te# .. p RfwS •arts ]9 ...... ~ 
.-,.l pw '"U -., 

.. .._. .. _.. teiiSst • a:: e .. ,._ :-:-- .. --::: = ·." ,' :-....... ...:::. .: ~ 
*' J!= ~=r or;;::r ...:. - U.. .... te .... I a l ttl 

::.:=.> ,, ... :-..:-r .. ::-.. : a:: .. ',·:~ 
.. iiU .. : 24 fill .. P ,_.,... fll I ,_. ... 

.,..,_ t1 astir a.,_. -•- ?rt .._.._ 
fill£ I ~~ .. • ............... .,:.

... .. ... 

......... ... MUIII .... ..i • .. ,.Ut&eal II d I .u .. . .... . ... , ............... '--' .. 
- ~ tM U.. .. , ,_ srrt 1 .._ # '• _. I Walt l\ ...._ w 

...W -a. 9W7 wt I hl fill I ' J M _. -- tla\ "- .. '* -

.., .... 2 a a ... • ,, ... &.ate ... ., .,....u ...... \laa1l _, - . 
a-u .. W. II Ptr tw 7' ._.. ,.._ J9U a&:D alarra wlta 

-. • ._ .,. a. sa aart•e, &\ u .-ate aata _. _. bla w .... ...,. 

,... l"'lq *•• lla.,.. ttlz#" • .... u-,....., '""· 
Ia .. - ..U •• t11ia 1*ar I • a,., ,_ a l*'tlr 

..._. .. twa I 1 'lUi\ te ,_ e1 llro .._ Pl- • u Pl"EF" \ of 

tM ..... ,, \.._a\ ••• aa•• ftlla '** _,. _. Ma'll deal"'" 
-.. ...... ., .... , ....w .... , .......... an-1: .... Pl-
-w .. ,-u, ............ , t .... "' ....... , ........ Us& ... 
• .... ,. lion ........... - a-n- .... ~- ., \be ~-
"- o..-,onu. a. ......, .. a ..-ar ... w \be --' at .u ..-u. I 

I 

taw taW ,_ fl't--.sr tle\ 1 _,. a .a- ralaU-*lp \a \be ~.., 

"-eo,....u.,. _. \ba ..,., ... tsuu\ ..._ • ... iaaliaal '* ,,..., '* • 
Wl ..... --. fll __.uaua • .,. ralaUoatllip ,_._ \bre Mia& •• ot \be 

- lttlld "' ..ru a u *' ..uw ill \be - "' .,. rala\1•&1• " Dr. kiiMIII\~ 

I btJa ,... to1.11 '* 1a twlla -. rs.- UTi ... , - _, rou 
• u .... --...tea. rr .,...... tra1tt • n u .-l'* Ut•lr I wt11 "* 

Regraded Unclassified



11.8 

- :! -

~~·re t h> onl¥ ,.rt •r ..,, 11t 1 • •Hlt \o .... - '""•· 1n ..,,Nl OODtae\ 
olth tilt o1t,.\1GD, U w.1AI M ftl7 ....-Ill• tv - \o M t1oere -.. I .. 
aot h •o t o noc-Ua\e t.ll• .... ~ ot U.. tftMilU. C...U\, 

l 11o,e r ou are -.l...U, ba..U.- •••u•••• •• \M\ ,_ aft'a1N ,...........u. 
liDdon ,.Ill 1 ,........, 

... R. B'•e'e .. 
lleldla-.1~ 
ft~., ....... ... u,, lle~. 

.... ..., ,......, 

Regraded Unclassified



TREASURY DEPARTMENT 

PROCUREMENT DIVlaiON 

WASHINGTON 

Jul1 16, 1942 

KDIOIWIDUK TO TB1 SICRIT.lR!: 

1.19 

Office of LeDl-Leaee !aalaletration requeetei 

to-aa1 that all Laaa-Leaee ebip.eate for Raeeia be 

atoppecl. 1cooriiJ!clJ, t-Uate etepe are belli( 

t&lcen to clinrt lhipMilh to ftl'thouell until cleter­

al.nation il .Ue •• to future action. 

1e are keepiag the Jar Procluction Boarcl and 

the Office of Le.D4-Leaee !aalnhtration cloee}J 

intor.ecl ae to a~ilable .. teriale. 

•n'l.~ 
of ProoureMilt 

-

Regraded Unclassified
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~u. .... 

IIMW._..lpal 

, ......... .,,.. ................ 
.,.. .. ,_ ••••• 2 aew 1a • a ,• _.. 
,.. • ,.. lao I - .. I 7 II • .. • • • 

... ....... --- - ... .atast'• -.. 
, ........ ,..toiU .. tl ........... ... 
1 ..... ,.,__,.., ....... ... 

.......... " .. ,... ........ 

It, •· a ,111a z at. 
-~ .. ... .... , ..... ...... rue - m.:c 

... ~ 

Regraded Unclassified



w . RANDOLPH BUfltOQ8 
55WA.Io.l. ST • ._n 

NEW YO,_ ... 

Jul:r 9, 1942. 

Dear Henry; 

In vie• of recent cUaouu1ona about tbe 

Ar,;entlne I tbinlt :you will fl.nd 1t intereatl.ng and 

worth while to read tbe attaobed letter rrooa Leo 

1\'tlob, our manager ln Buono• Airoa. 

Slncorol;y ;ynura , 

Hon . Honr;y Morgentbau, Jr., 
Soorotar;r of the Treaeur;r, 
1\'aabington, 0. c. 
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1D • plJl DC Ploaoo ~to h l U alo Lilli: 

Mr. Jolu O. Bart. Tlco Preoldoa\, 
!be JatloiOOl 01t7 - of r.., Torlt, 
JaAII: Vla4ow - Ohuoh Stroot ADDeE 
11W TOBI, J . T. , tJ. s.&. 

Dear Jolot. 

Juo 15, 19112. 

I la>ow 7011 baw no\ \ I.Jie t o ...-4 l ·tJJC\hT l oU oro d locuoalac a~lo • 
!>01Dto of n tw, h\ our c.oJlftH&Uoco obove4 ou poillh of now t o 'be oo-t 
ot .. rleceo all4 I ban tho""'t 1\ a4no&blo t o t OilCh 11poa ooao ot tbe \ blJICII 
4h CUIOo4 , i R tho hope Of briDCillc 87 0"" now h f OCllO with J OtlJ'O . 

Ov.r tau,...., t o follow TCur true of a1a4 t owarda coDOoquocooa 
ori olac out o f tho rol a UoRa be tvoeA .t.rpcUu OD4 t ho tJRitod Stetu lo aow 
quito cloar af ter t &lkiac with people who b&w juot arr1w4. We hero lmn 
that tho -pron oa .t.rcenu,. 1n tb& t1nlt o4 St atoo waa bad, but ba4 ao 14oa 
that 1t had roached tba l nel which it b&o . .Ubort o llewrp.ial ohovod • 
two eo-plea of P.M. , ot abou\ "-T 17th OD4 19t h hoa411a.lac 1&rpnUna aida Iado 
to outflallk tJcltod St atu i ll South Aaerica• a a4 10aoUllo -pl&yl JIC O.noano ' role 
In South _....r i ca• . !he O.rntl articloo 1n Oollilro han cotton here e.ll4 tbe7 
oro fl robroll4o . ! he 'l're&t11rJ'• atUt 11do upoa &r&"nt1De a ceouto 1n t ho tJRitod 
Statea 4urlac t ho l atter part ot MAT baa til t erod throqb. !he•• thlaco. ot 
couroe , o ro llo11ad to pu.t ., ucl o oa t hh oUuU on at ho• vhlch could load t o 
.... o" rt act or utto rtACo \hot ail!lt C&Qtt ., l ccldoct . !hooo thicco . how­
ewr , are Aot u accura" refiectloD ot Ule actual tl\u\lon and I haft been 
cin e t o ua4orotaa4 thro...,out 117 tho .Ub&ooa4or that tho State Dopart• ct cll4o,... 
oltlld o t bo oitu U o" -portoc t lT OD4 to ROt bo l ac atupo4od illt o UJth lac t hat woul4 
u4o t ho chall~o ot worki"' t hil picture out o" a fr1t a41J baoh, which lo tho 
.., lt .. u lit do lit 0 

! he Protltloat o f &rp,.U u hat be., told t hat vhllo our Proa14oct 
alld State Do-part .. ,.t are wr, tr1oc417 all4 ,.,., a u l ou t o a ..,l d vldooproad 
f riction, " " " thor canoot cont rol t ha offoch ot a • lolocU J ba4 prou . !he 
Actlac Pru l dant hero b&a aald that he would endoa•o r t o ~ro" tho o1tuUon 
• •4 ooao n opa how boon talc., , a11oh ao the prohot on t ho •nct orta• and ... 
of tho u:prualOJOo publlohad a~ ~ba Intor-OonUnontal Pollee Ocnw,.tlon . !he 
Pro olden~ boo 4ono WI'J little , hownor, ~o ce~ off \ he f enco . He and hll crowd 
roaubar \1>&\ &rc.,u,. aedo a 1<1111"1 off ~be l oot wor, a a4 ooaohow hc-pa t o '"*• 
tbh one -pa7 41ndoa4o eUhor durlac or attorwardo . 811 to .... t p. •lnlator, lnls 
Outoar,., t h lllko ~he\ Cleraonr can oUll win u d ~hl..Jca t ha t to ot OJ i o ~ha mld4lo 
of t he road will b op hi• r ich\ with t ho .tct or . AdaiUodl J , t hll h oa&ll 
oothf aoUoo t o r ou ocuntr,, but w will net corr oot t QJt hl DC liT cct nc ott t ho 
b&ndle t iOd fi11111DC debt o r nine , .... ot rap-prochtMI1t polloJ . I ~hlnk I la>ov 
Ar;:ecu,. aa4 l to -people allou~ .. w ll •• ..., t oro lp.or. upctilla h larplJ 
P1'0·All 7 - net t orcotullJ oo - 1111~ a til l pro -.Ul J . Ito pron h rootr1o~o4 
br t bt 0\ate ot aloce, or ito oontlaonta would lit ..... ollpbatleallT .. l~d . !he 

- contlnuo4 -
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opoaiOI blaoU ta Coqreoo obow a o~roiiC d.looaUofacUoa wUh ~ho otato o f olop, 
aD4 lbt people wbo an tiUirpUcal17 pro-.U17 an bocolliiiC l01>dor ta thoir 4o...,lb 
for a 4owulcht JuoUfluUoa of tho fonlp alaloter•o poUeT aDd thq are calUac 
for bettor collaboratloll with tha .UUoo. le.tarallT • .,. 4o act llloo thlo atUtv.4o 
of oHiliiC oD tbe foiiCO . loth eouatrloo ''aa4 to loot liT U, chltflT .lrplltha 
becouoo it will t*• a loiiC U• to oraoo the w1d.eoprea4 11&4 tapreooloa 1a tho ' 
UoHo4 :tatoo IIA)W btliiC eaue4. LiD 1t or 1101, we aot be realhto aa4 appJ.7 
tho troat aollt h ot oulto4 to the po4 of tho 11ll1to4 Statoo b tho loac rua a114 
that 11 1 patioDCO all4 .,.,. petltllctl. Ia 8¥ OCilYtroaUcao 1a YaohiiiCIOa la 194o 
I ... aW&T wlth tho coacluo1oD that Mr . Bllll &114 Mr. Yalloo haft thooo people 
prottJ woll o1oo4 liP· I lalow that ooao of the .,.,. oaorpUc CI'OIIPI 1a the 
OoTir-111 fill that .lrcoDUaa ollCI>t to bo ~MCI<e4' , ll11t acb. a otop wolll4 tara 
•we:t tho l arco aD4 crowiiiC oeii\1-Dt IIA)W Ill Ollr fa.or. It collld. be 41oaotro ... . 

Vlt hla ~b.h couat17 thooo who reolot oollaboraUo11 with tha 1JIIIte4 
Statoo oro coorparaUftl7 tow ill ~~~~abor, bat -of thea are ..,IIC the tafluiiiUal , • 
flproo Ia tho coUt17 · fta Ucht 1o cre4v.alJ.7 coalac OYer thea th&t 4arlac 
toe roaolad.or of the war &114 111 the pool-war, the 17111to4 S\ateo 1o colac to 4o 
0 lorco part o f ~ho tallrliiC, for tha Waotera llioalophara at laaot, &114 thot 1t 
vUl olloplJ be 11&4 'ollolaooo for t hlo cout17 to be b tho d.ocboua. !beT are 
coa101 w roalho that thlo pol1cT pro4uca o 110 plao at preoa11t: rather the 
controey, ol11ca t ho offer which wu hold. Ollt to .lrcaotlao a~ tho llo Collfonoco 
tor pracUoall.J llad.orwrU1JIC thh cou11~17 1 0 t OOD08¥ OYor onoral ,aaro -• 
ombbo4 an4 a4Yaotacoo thuo loot that lllpt haft boon ohailled.. 'l'ha p11orall7 
4ownwo!d tread lD b11o1110oo 11 co11trlbuUac 1to offoot 011 tho ptJcholoa of thlo 
croup aloo . l'ubllc daholo11 h froq.,.Dt to tho effect that tho 17111 to4 Statoo 
c111 4o nothiJII l oll tb.ao lt h 4oiiiC b tho rootrlct1o11 of laporte aod oxporto , 
If It 11 to wl11 tho otrugcle 0114 than 11 110 Ill fooUJII onr thooo aoao11roo . 
People ooo fUrther d.ocUao o ahead. 111 •liT l111eo u4 altb.cuch a proc1p1tato 
4rop obould. 110t coeur, ulllooo ufcnoa011 tftllto 4nolop, thio troD4 0011 01117 
h&Yo oc IIICroaoiJ1117 ooberi"C off oct. It 1o htr4 \ o OIT hov far thllll' mot co 
befo re all of Arcon\ill& d.ac1d.ao \bat i\o fUturo will be far oafor b7 clooo &D4 
f rlond.ly worlrlac witb the 17a.1te4 Statoo, 0114 appoarucoo an \bat H 1o olll.7 
a aouor of U• bofore it bra&b throQCI\ the toucb.-er110hd. 1114ind.v.alo IIOV ia 
\he oodd.lo . ol thor bT tholr coalJIC arollad. to t blo Ylewpolat or b7 haYiiiC H 
puoho4 llpoll \boa. IC14va;r boo pro411ce4 110 oaall procreoo towar4o better thilllrliiC 
bore, oo4 &~~other ••ch Yicto17 vlll 4o a .aot aacut of cood UCIIC tho 0hool\aa\ 
!rloD4lr' . "AT ohablo oatb.oclr ouch aa L1bJa, will product Uo chill bat, oeiiU­
aont h 011 tho ., .. 111 oU. fa.or at a rato that vl ll vi thot&Dd a corta.lll aacuat 
of ba4 nowo. Such 1o t ho pqcilcloCJ of tto-oa people . &114 ooolJIC it oo, TOU C&ll 
uD4oroi&D4 wh7 wo vho o.re hera , hope that ao uatovar4 atop will ba tal11011 to llpoot 
tho applecart. 11ll4oubte41T, tb.lo nov penad.eo our Ju4co•llt 011 bllolllooo 111 
I'DOral. and. If H 1o at .ar1111ce vlth TOUr ow or \hat of the Mil who are vorlrliiC 
•• South Aaorica at heM, t.b.at _, oxplal11 wb.T we d.o no\ ooo tho ••• 4aacoro ao 
oro ro floctd 111 the lattoro nooln4. 

I bon 41ocuooo4 t hlo with Merlo Cochroll of tho State Depart•llt &114 
the .Uibaooador - tho l atter aod I an 111 ccntlaual clooo accord. 011 tbio plct11ra. 
! hoy aro both lllllch111C at 8¥ hcuoe 110xt wok topthtr vHh Yaltor Bofboe.D , which 
will afford. Walter t ho cheDca to aolr a ~~~~&\lor of quootlolll oa tho poiDto at 1oouo. 

- conti11Uo4 -
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fbll 11 loac. w\ l haft tel\ \11&\ b. )'o..r )ll t ce 1 ...,w.d ,..., \o lr:Dow 
,~. \hloldiiC pi'OCIOI ot \be .... la \he neu, 10 l ~~a .. , .... \he U'bon)' \o 

o\to\Ch U ell\ • 

Lilli! B.lS • 
no atruU. 

Touro fti'J' \rill)', 

~o/ L. D. Woloh 

llll)lorYlocr ot 11nr Plo\e lroaobeo. 

Regraded Unclassified
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JUL 1 c- 194L 

., ..... ,. . •• u .. : 
.., ...... u .... " ., •• ".,. - ..... u, .,.,, 

1ft " PlJ te J our laUor ot ••POll. 7, l91l2 h'Dl. 111 ,....., 
111 "~" " JWP .,.... .. . tlllo ...,._,.. .... •hrt.-
' ' ,,.,..... • ... u ., .. '- to 1lo -• to -...,.. to ,,.., ........ _ ...... , .... , -·~· 

Ja .-. ...... o1 ,_, ....... u_ •&tla ta. 
11 .... .. •a.&-'••· •• .o&eb • .., ........ u ... or 1011• 
..., ...... , -· , .......... lillll7 . ......... , ..... , .. 
t 1J)I or ollll .. tlll't t!lo ,,......, WMl• 1M wlllllltf to 
.... ,. ,..... .... , .......... , a# ..... , .. , ., ., 
loollont. ftlo 111o1otor ,_ ._..,.., ~ .. ,, .. ,._, • 
wnu• _,.... ..,., ..... .-. -• et -. u-••'­
-. ~1Y .. t o III lo to r .. lllt o\o t,....oal-•1 .. to hlo .......... 

At tau .. U a ., .. _.., of tliiO fftOftl'71 I phplool 
wh ltll 71111 oq •loll to 11.. "' pnparlllf A -I'M4- tor 
tile Mlo1•'•• or .._..,., • ..... ~,... .. 

~ .. ~ ., ... , ..... .,. 
hoaor.~l• ~•r Wolloe, 

UNior ..... ta1'7 ot 5~•'- · 

v 

( 
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In re~panoo t a tbe ro~aoot or 'be ~artaont at s tato, 
t bt Tra.r,ftl'1 Dtpol'1aetlt b.u Olqlrouo4 1h • lt Un~raou to 
trroft~ft o ''""ll a1 .. 1oa to be _, t o Moftdaros tor tb.o 
urpoto or etiAdJ l"C tho a oaohl')' and orod lt fto04 • or t b.ot 

oount l')' r nd to .. Ito opp reprbto roooa.,ofti~Uono . It h tho 
l nt tntlan Of tho ?rtot~I'J n.port .. at t O OftdtA901' to l110l adt 
ln t bo ~•raon~l or t b.l o a1ooloa oaporto rroa t b.o f~ 
C1'<t41t Adal nhtrotlon an4 troa tbe llo ~N at Oo• oraoro or 
" " f'o4t l'tl Rooo..,. SJetoa. lift••••• t ho t N-"P7 ~~~,.._ 
oont h d ll lnt< t o •••1'1uo tbe roop011dbUU7 ror ur "C 
lnA '""~ 4lroou-. o.-b o atodon oal7 1 r lh hratt or 
rehrt not loo9o t b.o alu l on rroo to llf'Olto wllot0901' otuiiJ u 
oontl dtrt appi'Oprl•to oa4 to oako 0117 ro .... on4- t1on • bleb 
ln lh Ju4p ont t be ota47 -l' J•~ttr,. 

Tbt f Nulll')' Do;>a1'1aant _.OI'thlld - ttlat • h• boo beo11 
p&ot td 1n Hon4aroo proYl41af tor tbo ootobl1oM"'t or o 
Ot nt rol 8ollk Olld tbot tbo Oo9o..aoat ot Moadiii'O t pro t oro 
tb~t 1111 too11111oel alulon h.U t ho l&lUa• to ott~bUNuootlt 
or • Ot ntrd l!oftt oo tb.o btto1o polat or dop• rh•ro lft lh 
ot udltt. &ut t ho Dopol't .. nt lo not wlll l ng to Ulldt l't Ako t bo 
ro toono1 b1\ 1t7 t ap o a1 t s1an 1r \be ooopo or l t e 1aYos tlre­
t1 on t u 4 roooa aoaclat lono bo 1'-lt .. to t u t or roooJ>~~er.fuc 
tbo l JPo ot ContrA! !leak ... U .. bl o to Honlluru. Ho•nor, lt 
t bould bo oboorY04 tbat. wort tM aloo1on ot tb• typo whleb 
t ilt Treuoal')' Dopol'1•nt b.t o 1a alae! to tubiiU • l'l~rt to tbo 
Honduran OoYoi'IUIOtlt, ttaat Go•o-llt .. 1114 bo .-4or no obllr,o­
\lon tu aooop t U.. ,..._0114oUoao - h lAOd l n u . It alp t 
bo or ou htaaoo to . , .. ,. ta. HM .. ,.. Cloftl'll-tlt t bat UM 
f rtatlll')' l)opal'taont 1o 111 oJ~t~;oUIJ wltb lh .. dro t o obhla 
tho beet po .. 1blo boaklac rooU lUoo ror tiM -•'1'7 0114 tlutt 
\ be Dep• rtMat ~• oxpoat aa:1 alao10ft t or • b lob U o•-• 
r'"pontlbll lt7 to • .._ 0 ooronal aftd 11Abluo4 ouno7 or tbo 
banll:lng noo4o ot lloiNbt"•· 

l r tllO Kondlaroa Cloworaaot~t Clou na t f1a4 lt ponlblo to 
•ooopt o a1o~1on oot • P Vtl4or tilt abo•o oon41tlono, lt 1o or 
oou~at pott1blo lbat Aaorloon osportt oon bo .. pl OJod .41root l J 
bJ t ho Konelllraa GoYora-at t o oCift4aot tho t r po or ata47 4oalro4 

I 
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., ,.,., oen,..... he .,.,.,.., ..,...._, ..._ ,,._.. 
, ... , 'be ...., ...... , tM 111••'- aa.a., u ...... •• ... co 
wow14 'M .. , ., tM ftn•• ....U•• •••Jcllilll ell)left• te 
, ... alul•n .,.. .._ ....._.., ............ , ~4 lie • .,. .. , .. to 
.... 011\7 noll. ~·p Olr)>OIIIOI Ill , ... 141111 1--.1 ti'OIIei)W'I._ 
ue~~ 111 t b e "~~~'" or tloU ltw .. Ur•U•• •l~ Ul1 .._-.,. 
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JUl 161942 

.. t_ S.. ...S. \e U.. l o\\W ol ~ 4, l'Ma 
(TA), tr. &ao1o\a9 s-.'-7 ...._, -U.JAc a MW 
et tJw ;o su••• ....._ qnr n~ '-'"• U. CllldW RaW 

- JoUYSa. 

lll\1\ r...,_n M Afttalo I II \MIll ; I ll • .,._ 
_,, nl- u al ..... \1 ... lo\\W ............ .,. ... 
Cbi.Att ol \he D1YS..S.. II C B lal reUq _.I.e; \1 
.t 1./tl Do,.n-\ II U\1\a \o tM :'VeiMr et l'gl'-f a II lrM 
.r \ Ilia Dopu1a""' • ..,..u JO. l'Ma NlAIUw \1 U.. ...,. 
ol • llailar .lr\1818 l !Ml ... ta "" ........ \Nile ...-
••M "'- U.. UlllW S\AMI ... ~· ~ 1a Ul l 
\liA\ \he e\1\-\1 ..... ta - ~~-"-- 11\\lr wU1 
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111o 1'-'-blo, 

The 8-\ar7 ot 11\1\1, 

?hot o3 t at r 1l c t o •v.t­

Orlv • :'ilc : 

t.e Mr. T.bompeoo 

• 
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TREASURY D.Ain'MENT 

INTKit OPPICa COMMUNICATION 

Secretary Morgentbau 

llr. Hon1oh 

subJeotl 8h1pment ot Plane• to Br1t1eh Foroee 

IMft Jul7 15,19112 

1. Durlng the •••It endUI« Jul7 7, 19~2, a total 
of 141 planea ot all tJPel (111 oo•bet planee) were 
ehlpped to the Br1t1ab toro11 . Thh 0011paree elth an 
aver~g• or 117 planet ot ell tJP•• (99 oo•~t plante) 
per week during the t1ret elz .onthe or 1942. 

2. Ot the 141 planet lh1pped to the Brltleh 
durlng the week ending Jul7 7, 1942, 76 went to the 
Untted Klngdo•, '4 to Cana4a, 25 to the lllddle Eaet, 
snd 6 to India. All ot the non-oo.bat plan•• ('0 
tra1nere) went to Canada. 

3· An all-time hlgh ehlp•ent or 17 heaTJ bo•bere 
wae eent to the Br1tleh Ielee 1n the week endlng Jul.J 
7. 1942. 

4. llore than 2,000 tralnere haTe been eent to 
the Brltleb roroee elnoe January l, 1941. 

Regraded Unclassified
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T11ble A - 8h1paaente by Ar811 
1.33 

Week Total Shipped Total Shi pped 
Endinf 1n 1942 ei nce JulY 7. 942 to date 

Li~ht and medlum bomber• 42 492 1,653 
Heavy bomber• 17 111 215 Naval pat rol bomber• 0 8 110 
Pureult 17 825 1,136 
Arm,Y Cooperation 0 71 102 
Trainer a _Q _Q ~ Total to the Unlted Kingdom 76 1,507 3.240 

Li~ht and aedium bombera 25 311 641 
Huvy boabara 0 0 5 Purault 0 344 1,192 0 Aray Cooperation 0 12 12 
l'ralnera _Q ~ __!2Q 

Total to the Middle Eaat 25 675 

Llght and medium bombers 4 48 216 
He iivy bombers 0 1 1 
NavAl patrol bombers 0 23 31 
Pureult 0 ~ 72 
Tralnere _JQ 1.740 

Total to Csnad1an Forcee 34 6ol 2,060 

Light and medium boabera 0 141 241 
Naval p;~trol boCibera 0 0 27 
?ur su1 t 0 200 363 
Trainer• _Q _Q. __lQ!i 

Total to Paoi rio Forcea 0 341 

Ll~bt and medium bombera 6 26 26 
l'urau1t _Q 4o ___!±Q 

Total t o I ndiAn P'orcea 6 66 66 

Lt~ht ~nd medium bomb&re 77 1,018 2, 777 
Henvr bombera 16 112 2~1 Navs PAtrol bombere 31 1 8 
?urault 17 1,4,9 2,803 
Aray Cooperst1on 0 83 114 
Tralnere _Jll _5Ql 2,019 

Grand Total 141 3,190 8 ,102 
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Table 8 - Shlpmenta b7 T1)lee 

sell Air~oobra 

Soeinv B-17 
- Boston III 

~reweter Buffalo 

C~ esna Crane I-A (AT-17 ) 
T-50 

~onaoli4ate4 Catalina 
Li berator 

ea lt1 t tyhawk 
Tom~hAwk 

~ouglaa Beaton I, II end III 

?s1rch1ld 2~ 1\.-9 
PT-26 Cornell 

Glenn "art1n B-26A (Marauder) 
Bal timore 
MarylAnd 

Grumman Wartlet II 

Lockheed Hudson 
L1ghtn1ng 

· Ventura I 
Vtnture Bomber 

North A4er1oon B-25 
Harvard II 
Mustang 

Northrop Vengeance 

P1tca1rn Autogiro 

Stearm•n PT-27 

Vought-S1kor aky Chesapeake 

Vultee- Stlneon 0-~9 

Vultee Vengeance 

Grand Total - All Trpea 

'lee It 
Ending 

July 7 .19~2 

1 

7 
0 

0 

0 
0 

0 
10 

0 
0 

0 

0 
7 
0 
g 
0 

0 

}II 
0 
0 
g 

19 
0 

16 

0 

0 

23 

0 

Total Shipped 
1n 19~2 
to date 

0 

31 
gl 

575 
0 

0 

2 
2119 

0 

117 

112} 
3 

12 
1911 

96 
52 

119~ 

5 

0 

297 

0 

10 

~ 

},190 

134 

Total Shipped 
a1nce 

J,.n. 1 , 19111 

469 

51 
}g 

16g 

65 
700 
16g 
170 

§a 
~92 

95 
7 

2 
317 
150 
gg 

1,393 
3 

12 
194 

9~~ 
574 

5 

5 
29g 

50 
111 

~ 

g,102 

• 
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U') Tsble C - Plsne Bhlpm~nte to the Br1t1eh by Weeks 
M L1crht and Nt~V&l '1"1 Week med1wa Heavy oatrol Army 

Ended bombers Bombere bombers Pureult CooperAtion Tra1nere Tohla 

Weekly average 
or ehlpmenta 
1n 19~1 36 2 3 28 1 30 100 

WeakJ.y average 
or ahlgmante 1n 
Uret conthe 
ot 1942 36 4 1 55 3 18 117 

July 7, 19~2 77 lL 0 _ lL_ 0 30 141 

Total shipment e 
e1nce J~nuery 1, 
1941 t o date • 2, 777 221 168 2,1!03 114 2,019 8,102 

• Totel 1neludee planes sh1pped 1n 1942 prlor to March 17 wh i ch are not 1nelu:!ed 1n the weekJ.y 
totela up to thet d8te. 
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Ju!T 16, lKZ 

a p. .. 

Y OQl' cUle of J\IDO 30, 194.2 lo. D' 4&, repr41Jic 
le3"1 arruc-at. 

Pleue a4rioo Dr. 1:""1 \bat tbe .,.._1117 1o 
cle4 to cooporah wUb bia 1D 11qll14et1Dc tboo 4ebt 
""ed b:r tboo Central Jut of China to the 11. 1. 
Stab111sat1oa laa4 .. oaatlDc to approxt.atel7 $19 
a1111oa. !h. freMI:Il')' hll7 apprac1atee aa4 
un4eretan4e Jlr, J:moc'e 4edro that ChiDe ban o..,_ 
urlted cold 1a tho Uaitod Stauo .. a oyabol of 
coo~111 botw .... tho Wiaiotr,r of Piaanoe aad tho 
Tret.01U7. 

Siaoo the 1937 ~ant aad tbo 1K2 n .... o1al 
aid acree••t ote .. fr- difforent otatutoey pr01'111oao, 
aad 1D or4cr that t he reoor4 wi ll bl WlqlllotioD&ble 
that t ho 1937 UJ'DD&U"Dt will ba.,. bola 11qu14eud 
w1th0Qt rocooree to otbor oOQrCoo of f1DaDC1al aid, 
it 1o I"C&"Ote4 \bat Cb1Da \080 tho cold ... boiac 
bel4 .. collateral 1D !be Po4eral hoe,..,. -
to re~o tho 0Qtot•41Dc 7UM parcbaoo4 llr 
tbo Ua1to4 1\atoo \ID4er tboo lt3"1 ............ t -'­
toe to appr<IO<iaatol7 $19 a1U1oo. !h. pl4 """ 
boioc bel4 .. oollatoral 1D tho Po4era1 hoerft 
Jut, low T-, lo ..,... U... outf1o1eat to ,.. 
parcbaoo tboo ...totaa41Jic JUII!l• It ChiDa acre• to 
ro~ \be OQtdudbc ,.... with tho cold bo1oc 
held .. collateral, thoro will bl • balaaoo of 
• oMll UOIII\t of cold pl\08 a Tor, uall .. """' of 
dollaro. fM 'lr•M1117 bellono that tb1o prooo4u.ro 
1o 4ef1D1to17 1D tho 1Dterooto of OhiDa fr• tho 
polDt of T1ow of -1Dta1A1Dc Ob1Da1o oploD41d record. 

!bo :rro.....r,r 11, of oOQroe, ,...q to oolll14er 
.,_,.tbooUoal17 ooll1oc an equ1Taleat _, of cou 
t o Cbiu for dollaro _.. aTailable to Obi• ""4er 
tbo $500,000,000 f~ial aid acre-•'· 
PlhrL1 lll 
COJri)J I?- 17-42 

IIIJlJ. 
(rL) 
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Steretary or State , 

Ylaahington. 

TRIPI£ ffiiORITY 

~948, SixtEenth. 

PLAIN 

London 

Datrd July 16, 1942 

Rro ' d lt52 p.m. 

FCR THE SECRETARY OF THE TREASURY H!Cid CASADAY 

The 1nrormation Doctor Vfuite rEquested today 

by telephone cannot bt obtainEd tonight but wil l 

bt teltphontd to District 2626 by noon British 

doublE summer time tomorrow July stvrntEEn. 

DD 
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PAIW'lllWIZ o• ftl.IOIWl RIOUftD 

ftOIU .AMr1eaa J:llba•q, Mdr14, IJ&ia 

J).Aftt J'lll7 16, 1941, , , ... 

•o.t t2J 

1111 

... tereu•• 1a uu w h1eana no, ,.,o, 4de4 J\alT 1,, 
191>2, troll the De~t aOII.OU'Illll& a111'J'a11.a7, 

I han 'lieu 1AtiiNM 'F .._ lpuillll bahuc• I:uUt•w 
'hd t ha7 11ltall4 to reha1a ha ••t.~Uc &Ill' 4ollar 
oiiJ'Hil07 u4 traa q,aet111c UT artie roe therator &aria& 
auoh tlae u tha pre• .. t rea\rh\iou of the UD1te4 I!Mte• 
aa1ut rapau1aUoa ara aod1a .. 4, 

It appear• traa tile 11lnntaa\1ou ot D1 I.aa1a that 
on the blaalt -.rltet 1a ... 4r14 1J pa•etu b the Hlu pr1n 
tor 4ollar ourre11.o7 ._. that 1t 1• 'llatac ottera4 oDlT 1a 
ea11 q1Wlt1UN. Deal• rua1D& rr- taO ooo to f50,ooo 
haTe r eoentl7 beea put thtouch b7 •o.e t;luatr1al ••• 1a 
t he Bilbao araa.. &ppareatl7 th1• elll'J'eDe7 wu aoquirat 
aa a ha4c• ••1u' the 1Atl at1o11. of tha panta. 'fila prl•• 
pt.14 tor t hb o~ -• 25 &11.4 )0 pe1et••• 
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on&. )!o . 24l 

Intol'lll&tion recoiYed up to 7 a.a., 16th Jul,y, 1942. 

1. NAVAL 

One of H.ll. trawlers and two 110re Mrcbarot shipe ot the Rualian convoy 

have ~>e•n si&hted oft tho west coast of NOVA Zl!llllLA. This reduces to 3 t he numbor 

or ships unaccounted tor. The Italian aubmt.rine TORRELL! steted by the Spanish 

Naval author1 ties to have bean interned at SAN TANDER completed repairs and eecaped 

by a ru.se at 8:30 p.m. 14th. 31 Spitfires nown frCil ono of H.ll. Carriors arrived 

sat ely at IIALTA yesterday. 

Attack! on ShiPPing. J. Britioh ship was captured by the Japanoao in 

the IIIDIAN OCEAN and en~ aircraft sank a 8ll&ll Dutch ship o_ff the Cornish Coast 

and a trawler 1n the NORTH SEA. A Rwssian nn'd a Britiah ah;1P were reported overdue 

and a Greek overdue ship arrived safely. 

- " 
2. MIL IT AJlX 

l!Y§ill. Tho a.,...., advance between tho Don and Donate continue• in a ,. 

aoutheaoterly direction and a G<iraan thrwot 1o donlcopins in the TAGANIIOG soc tor. 

3. AIR OPERATIONS 

!!ESTEl!!! PI!O!!T· 15th. :20 aqlladroos or Spitfires were engqed in 4 

offenahe operationo over NORl'IIEBII F1WICE. A 500 ton tus wee left s1.nJdnc. A au 

worko near ST. VAL!lii was set on fire and a.veral al.nor •llitery obJeetiYos wore 

attacked. A further 50 Spitfires operated asainat 25 F .11.190'• which atteeked 4 

ot our launches ensaged 011 air 188 rescue off BOULOONE. The leunehes, one of which 

was sunk and the other ~eel, prcbeiiJ¥ deotrcyod l enCIII\Y fishter--omct-""-god 

another. Spitfires ohot down 3 r.ll.l90'•• prcbo.IIJ¥ destroyed another and d&Mged 2. 

7 Spittiru aro Diosing, but 2 pilots oate. 

15th/16th. Out of about 25 oneoQ' &1rcratt operating e~ :20 wero sea 

llla1nc in the THAII!s ESTIIARI. Our Dight tighten duacod 2 aircraft. 
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COPIIO. / ~ 

FollcOrial l.a lllliJ4'1'Sill1 -•·tarJ - or _..tla&l -to oonr1DC ' 1J1o porlod 9th to 161.11 J~. 

1. !!!AI< 
Jt to - --" U.t U. lt.all.aol k\t1oolllp lltWA ()5,000 tone, 9 1S-Incb ..-> Dllht '- ....., tor Hl"rioo llr U. Aat-. Sblpptq ODd - • 0 ....-1 or s-boot ..unv "' u. ca.-1, u. m.r-t or a.- .....,.... "' l!IUTr.llt ood ol&U of - ""'-"-~ - U. - Ahiooo .,_ _..t IJ!ot tho onOIQ' M7 iDt.olld to aplolt.,...-. bh attoolto on llllpptq bon not latol3 boon prooood. Altboucb ~bon aro - V-booto otl11 oporattDc iD A.MriCOD •tort tho oxtonoion of U. uattod Sto- -907 1711to. lo o1.roo4f -.., ...,.s ronlto. 

Thoro •oro a ntabor of attooto on tnno-Atlantlo COOYO)'I pro•bat~~ by aulaarln .. on puooco Wootoorda ODd to U. IRUI- .... .DuriAc t1>o ood1nc su., JJ obipo"" ~. 18 or ti>ID "'~. ODd lJ or tl>ooo Atlantic. 

In tl>o - llllliDc LUb l'r'OII pro"fioia&l fllurH 2t ablpo WH Nlk of 11blch 12 II' - ODd 11 ot t1>ooo iD t1>o Atlantic. TIIMo f'- 11>­cl\lllo lhe Cfll490)' to -la. Twolft attooU- oulariAN """- bJ nrtaoo cratt 1n th• put- or -oh ol.x b:r Vnltod Stotoe oblpo. or tho otll<lr 611 attockl flvl woro praDIOlnc. 21 HH - bf alroratt of which 16 bf Unltod Stotoo oircratt. 4 of tho alroratt attooU nro c-rod praDtol.nc. 

,.,.. Ja-o .w-rtnoo oro boll- to be operotl.nc ott tl>o !aat Atrlcon Cooot. Out of 1,2'78 oblpo Cfll490)'od durl.nc tllo wook onc1iJ>a 12th, }22 wen in ocean CCiftYOJ8 . 

ltlporto iDto tl>o V.I. lA - tor t.bO - """1nc 11111 HH 961,000 tone 1nclu4JAa 312,000 ,tono or oil. 

2. lllLITMX 

llll!SIA Ill!! plJPI. lottunc bo7ond roporto lA dal17 OPUL. 

• l]!61!gl. DariDc - winter 1941/42 tl>o - pollq baa - to --... ·- _..,.. dl'l'iolona on t.bO -len rront tor t'Noh dlrulono l'r'OII FIAla. Dl'rillona rawm~.nc rr... u.o Jllotllrn ... Zone bo .. - rotlttod, broQcllt up to atroncth one! bo•o undoriCIJo .,.=uol oo11octt•• tra1n1nc. 11b1lo 1n liWICI U..oo dhia1- ba•o .., operotla&l tor llltomol .-.rity but oloo tor dot_. 'Pinlt inYaotoa. Sllloa U. tboro baa - no .-uon lA tl>o - or c:o,... troopo 1n ... ~ IUropo. • 
3. AIR OPWUCI.S 
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Jlliiiii.U., - opuaU- dur1.q ond alDco J11111 """' allloot en­u..IT rooU'iot.d""'iillio a...-~ ODd _. --- Mpoo~ lD U.O C8IJII& ... .u t.be t&ll of ---· 1\ la """""" Ylo\ '""- air .... or\ la wiDe 11- '"u. .-, __ It' •• r/6 ,. __ ,. nu --
ttoaotonod trca Ylo - "'- tw .. ~ ..r-.w, Md --. to * b.IP ...... of~· ......................... - ...a."'-~ u-u•t••· · 
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Dill· - ....._ ... of tM '-~ ...s - dla­.. tu P't*t.' .._,. .._ W-. pusl-'r :epaW. ,._.. ue..., 

tactorioo lA - -· * -- ,.n ol - ......, r.p.. ho\ol7, a .. rto &1111 ao olao\rio oable ,._...,. IIU - doe~. Ja oddl.Uoa duap 
uuoe4 1n thrM t-oo, \Wo -~ tutoriae, 1\IIIUn Aoro lb&lDa -· A1rcrott Work» ond lD ot1>ar _..... \a-.., tor ... GniOl.blel, boUar l1t\a and •loou-to cabi.M ,..poot.iftl.FI 
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July 9-18, 19'2 

THE WAR TillS WEEK 
Smashing southeaat along the Don, the Germans have 

widened their earlier aalient to 200 miles and have driven it 
to a depth of as much as 150 miles. They have captured 
key pointA along the strategic railway from Olrothka (Voro­
nW!} to Rostov and have left the Russians o~y one prac­
tieable 111ilroed from the north to the Caucasus. Tbe 
extent and rapidity or the drive suggests thAt a pauae for 

- oaolida,tion on the southern front may soon be in order. 
In the Moeeow area, the aeoondary German offensive about 
Rlhev has made substantial progress, but is not yet suiB­
cienUy developed to offer a convincing clue as to Nazi 
intentions. 

In Egypt the pauae e.t El Alamein continues, and the 
decisive IMtor in the end will probably be the relative ability 
or the two sides to bring up supplies and reioforcementl!. 
German facility in tank recovery may also weigh heavily in 
the balance. 

Meanwhile tho Nazis are reported to be putting increasing 
preesuro on Vichy to obtain labor recruits, additional ship­
mentA of wheat, and tho strengthening of North Alrican 
defenses. 

In the Far East, the Japanese are continuing their prepara­
tions in Manchuria and have tightened their grip on the 
Chekiang aeaboard by occupying tbe seaport of Weocbow. 
Finally, in India Gandhi bas won over tbe Working Com­
mittee or the Co~ Party to a program of DlA88 p.-ure 
seeltiog immediate independence from Britain. 

1 
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of ROII(l8b-micht be the logieal terminus of the pt ll •t 
operatioll& Their capture would cut off t.be ao• umiee 
in thie aector from direct rail oommunioation with Btlllilpld 

and the north. 

TIN Pallmt oJ Ccmqual 
Tboee who support thie Jut view recall that the Oerman 

advance of 1~1 n-nly came in-~ a~ 
mile advanoe (IMting three to four weeb) to eome importan$ 

DOrth«>uth line of oommunioation, followed by three to four 
weeks more of oonaolidation along that line. They eugeet 

that the N uia may eoon reach euch a poeition, 110 far ae their 
leisure of st.rategio pointe along the Moeoow-Ryuan-Boetov 
railroad ia ooncemed. Sipifieantly enouah, their current 
rate of movement doee not begin to approach the 16 milee per 
day of the first eight daYI of the Kurak-Voroneah pu.eh. 

In the opinion of tranaportation analyata of the Oftloe of 
Strategic Services, a period of pauae may 11000 ben_,. 
During this time, the N uia would r&-traclt the aectiona of 
railroad they had captured, move forward their fighteJ'...plane 
air bases, establish advanced supply depote, and bring up 
heavy equipment from their previous advanced pointe, 111ch 
ae Kursk and Kharkov. The magnitude of the German forcee 
committed in thi.e area would further IIUgeet the n~ty 

of oonaolidation. Perhape 60 infantry divisions, 10 to 12 
Panzer diviaio111 (two or three of them probably traruderred 
in reoent weeka from the oentral eector), a aimilar number of 
motorised divisio111, and about 2,400 planee are actively 
engaged in the ollensive between Y elete and Rolltov. Cumut 
eetimatee suggest that in thi.e ollensive the Germani are llling 

about 75 pereent of their total Eastern Front air strength and 
have achieved a high degree of mobility in tn.osferrin& equad­

f0118 from one point to another over a 200-mi.le front. 

s 

Regraded Unclassified



SECBJ'JT 

Di~terliom to 1M Nllrlh 

PerhaJl6 aa a tesult of this concentration of 
Naris have restricted air activity north of Ka!~ the 
regular bombing of harbor facilities in the vicinity cf ~the 
mansk. In the Rzhev-Kalinin eector, however, the~ 
secondary offeneive baa apparently made eubet&ntia! 
ress. Here the Russians have admitted a Red Army P~· 
drawal only 130 miles northwest of Moecow-witb the~ 
of 7,000 me~ killed and 5,000 ~g, between July 2 and Ia. 
German claiiiiS for the sam.e penod and area include 30 ~ 
Russian prisoners, and 218 tanks, 591 gune, and 1,301 maehme 
gune captured or destroyed. Late reporte e~ that the 
Russians may now have regained some of the territory Joi 
in this eector. 

Meantime, the Russian counter-attack arolllld Orel­
aimed at the baae of the Vorone2h salient-baa app&m~liy 
bogged down. At the same time public demandll by hichJr· 
placed Soviet officials for a second front are increuin& m 
number. Press despatches from Moecow quote O~ry 
Alexandroff, Communist Party propaganda chief, aa stating 
that the Russians are holding large forcee in reserve againsl 
the day when the United Natione can strike ooordinattd 
blows from both east and west. Some observers view sucb 
a Soviet reserve as a possible reaaon for the present repelled 
superiority of the Gennans in men and ma~riel on lbe 
Southern Front. 

The German Succusu and 1M Northem Statu 

The Naai victories in Russia have apparently created• 
profound impression in Finland and Sweden. The Fmnitl 
press, faithfully foUowing the German line, more than • 
week ago reported the destruction of the greater Jllrl ri 
Timosbenko's armored strength and the failure of the Sovitl 
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counter-attack around Orel. Three days later the Helsinki 
newspapers were referring to the "routed Bolsheviks" and 
were predicting a further attack along the Don "toward 
the bend of the river, whence the distance to the Volp 
is short." 

Stockholm, while giving the Germans their due, baa been 
somewhat more restrained. Stockholm Tidninqen'a Berlin 
correspondent began his reporting on July 7 in a moderate 
vein by pointing out that "territorial gains on the Eastern 
Front are not of primary importance; but by driving a gigan­
tic wedge between the southern and central eectore, it ia hoped 
to paralyze Russian movements. Large encircling operations 
seem to be a thing of the paat." A day later, he wae more 
confident: "The expaneion of the Don bridgeheads means 
lhat the Germane now hold all the trumps for future opera­
tions." On July 8, he described the Russian counter-attack 
as "fruitless;" "Timoshenko would seem to have no poesi­
bility to regain control of the situation." Two days later, 
he concluded that the flight of the Soviet forces was com­
parable to that of the French army in June, 1940. "But 
unlike tbe French, the Ruaeians bave boundless areas for 
retreat." 

Svtmk4 Dagbladet' 8 Berlin correspondent, quoting the 
&hu:arze Korps, has eounded a eimilar note of caution. The 
enonnous country and endless numbers of the "Bolaheviks" 
make their total annihilation an impossibility. "Even the 
biggest offensive could yield only partial results." 

An editorial in Social Demo~ goes still farther and 
suggests groundll for Allied optimism: "It was expected that 
the Germans would have great successes this summer in view 
of Germany's violent effort to obtain a Russian deciaion in 
1942. There is Berlin talk about a plan to advance to the 
Volga, where the Germans would halt, but such is only wiah­
ful thinking, since the Soviet war won't cease by Berlin 
order." 
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American Scandl'nauiana and the War 

Reactions to the war of Scandinavians in the United 81&1. 
must be differentiated from those of Scandinavians in~ 
To the Norwegians, Danes and Swedes in t.JU. COUntry 
"Scandinavia" is hardly more than a geographic exp~ 
Despite a certain feeling of kinship among American"'&abdi. 
na.vians, they have no serious belief in the common &andi. 
navian destiny a.a something worth fighting for, 61111 they 
commonly regard the German conquest of 1:>ennWk and 
Norway not a.a an invasion of Scandinavia, but u an OOCUJll­
tion of two particular countries. 

These war att~tudes come out clearly in a current IUn'!T 
by the Foreign Nationalities Branch of the Oflioe of Sllatqie 
Services. Such attitudes contraat with the growing fedirc 
of friendship and coopera.tion which has been evident 11111q 
these peoples in Europe itself during the past three d«<da 
The difference in attitude between American Scandi.Daviam 
and those abroad is to be explained in very considerable 
mea.aure by the fact that the former came to this counby ill 
the late nineteenth and early twentieth centuries when a \'el)' 

considerable degree of tension existed between Sweden aod 
Norway, on one hand, and Denmark a.nd Norway, on 1be 
other. These old quarrels have been perpetuated in tllis 
country. 

As for the Finns, the American Scandinsvia.ns pro~ IP' 
parently consider them a.a a sepa.ra.te, somewhat unpredictable 
people, outside the Scandinavian world. ~en the. S)'JDo 

pathy of the Norwegians, Swedes, and Danes m Amenc. fll 
Finland in the 1939-1940 war did not draw them cloeer Ill 
the Finns here. For their part, the American Finns fill 
that they have been deserted by the Scandinavians II 'fill 
as by the Allies. 

In contra.at to the generally eJoof attitude of ~e No~ 
gians, Swedes, and Danes in this country, the FinDs bave 
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al ys maintained a partisan interest. in the afl'ain of the 
ho waeland from which moet of them migrated more recently 

1~ the 'Scandinavians pro~r. ~ ~j~rity of the Finna 
f n w the Finnish government m mamtaini.ng that the Ruaeo­
~h war is in a special category, and has no reel connec­
tion with the war a.a a whole. 

p08tuript on tM A 119lo-SOI!iet Trec.tv 

According to a fairly genereJ in.te~retation ~f t?e ~t 
Anglo-Russian treaty, the renuncJ&tion of territorieJ ambi­
tions by the Soviet Union in that document r:eP~"e~~e?ta an 
abandonment, for the present at least, of RW!Sillll cl~ to 
the Baltic States. Certain reoent developments nuse the 
question as to whether this is in fact. the present Russian 
attitude. The statement& following are taken from a current 
memorandum o.f the Foreign N ationeJities Branch ~f the 
Oflioe of Strategic Services. They are presented obVI?usly 
for the sole purpoee of clarifying the record and. seek 10 n_o 
sense to embarra.as the vital current cooperation of tb1s 
oountry with the U.S.S.R. . . 

On the occasion of the war parade m New York C1ty on 
June 13 American representatives of the three Baltic States 
bad pla:.Z.ed to march with a ma.as display of their Bags as a 
proclamation of their independence. Three weeks before the 
date of the parade, a representative of the New Yo:k Con­
sulate General of the Soviet Union protested agamat the 
participation of the Be.ltio unita on the groun~ that the three 
Republics were a part of the U. S. S. R., havmg belonged to 
the Soviet Union when the war began. Nor, he concluded, 
was there the slightest doubt that the countries would return 
to RIIS8ia at the end of the war. Eventually the parade 
authorities dropped the whole idea of the mass display of 
llags. 
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The Communist Prell8 of this countey baa further~ 
t.hi.a general position. The Communist LithuaniaD A • .._ 
Vilnii& (of Chicago) recently editoria.liaed: "If the utb1 
nian Faaciats and appeasers really think they will be~ 
ent countries at the end of the war, they are ~· 
SimilArly the Daily Worker of June 17 llt&tee that Baltic 
independence is "not a question open for di.ecll88ioo." 8oole 
think that these countries "should eternally eerve the de. 
graded function of pestering and annoying the Soviet Union 
Those are now pipe dreams. . . . " · 

Halt and Preparatilm8 in Egypt 
The opposing armies in Egypt continue to be locked in 

stalemate, both sides apparently attempting to reocup, re­
organize, and spar in minor actions, while awaiting tbe anini 
of reinforcements and supplies. Infantry, artillery,~ 
and, above all, air power have been playing the principal r61e. 

A relative lull was broken over the weekend by an All5-
tralian thrust along the coastal road to the Tel el-Eisa rid&e 
about 10 miles west of El Alamein. Two thousand prieoDell 
were reported captured, and 18 tanks destroyed. Se~l1l 
earlier counterattacks on this finger by truck-borne in11111ly 
and tanks were repulsed, but a heavy assault on July 1H5 
has forced at least a partial Allied withdrawal. The Allies 
countered with a "limited offensive" in the central sector. On 
the reet of the front, action has been largely confined to 
patrol skirmishes and artillery duels, both sides having wilh· 
drawn the bulk of their armor to positions behind theu 
forward lines. Intense Allied air attacks have continued to 
focus on enemy concentrations and supply lines, especWIY 
his ports. 

Perhaps the decisive factor in the battle for Egypt 'll'ill be 
the relative ability of th.e two sides to supply and reinfon~eo 
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The British have ~ved substantial. reinfor~enta from the 9th and lOth arrrues and are now believed to enJOY n~ 
superiority in men, tanks, and planes. Further reinforce­
menta are aleo expected. German Junker 52's are ftyiog 
troops to the forward area in what is probably a amal1 but \ 
steadY stream, while Italy is apparently now willing to be 
Javiab with her reinforcements. Tb- are believed to be 
going primarilY by boat direct to Benghui, Derna and To-
bruk the principal Axis ports of supply. Press reports from I~bul indicate a concentration of Axis troops in Crete, 
some of whom have already joined the fighting in Egypt. 

No reports are available of the effect on Rommel's supply 
situation of the three-hour bombing of Tobruk and the shell- ..,• • 
ing of Matruh by the British Navy. But it is believed that 
previously Rommel's supply situation was adequate, and the 
Royal Navy's attack indicates that Matruh has been devel­
oped as a forward depot supplied by light shipping. 

Speculation as to the N e:et Deve/Qpment in Egypt 
The future course of the battle is not clear. The British 

may be receiving sufficient strength either to offer a successful 
defense in depth, or to force an Axis withdrawal to easier 
supply positions. On the other band, Rommel's efficient tank 
reocvery system has been steadily at work, and, if Allied air 
and sea attacks have not crippled his supply lines, be may 
soon be in a position to renew his offensive. If Rommel can 
force his way beyond the anchor of the Qattara depression, 
the Egyptian desert opens up and he has an almost unlimited 
range of action. 

A question mark is injected into tbe campaign by Ger­
many's failure to give Rommel marked air reinforcements in 
this crisis period, if it is assumed that a vast air pool is still 
available. Some obeervers suggest that the Germans ~Y 
be holding their punch, aUowing the British to concentrate m 
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Egypt; the attack on the Nile may then later be . . 
with an invasion of Cyprus and Syria. 000rdinatel 

GmMn Radio Prqpaganda in A rabic 

With the recent successes in Egypt, German radio 
ganda has eteppec,! up its campaign of pre · th ~ 
world for Axis deliverance. On J uly 3 Berlt::ed 

8 ~ 
"Declaration. of IndeJ?®dence for Egypt," contaiw:t: 
usual profee&lone of fnendehip and desire to oust the B 'tieh 
and make Egypt a "sovereign state." Three daya Ia.; tbe 
exiled premier of Iraq, Rashid Ali, went before the A.tis 
microphone. Egypt was promised control over the Suet 
C~l. A system ?f. Pan-~ solidarity was to be worbd 
out m !he f~ture(~ LS a typically Iraqi twist, since EgyptW. 
have httle mterest m Pan-Arabiem). The announcer Ilia 
extoUed .~gypt as the leader of aU Arabs in eooial, educatiollll 
and political matters. Her future was identified with 111e 
future of aU Islam. 
Ge~n radio propaganda has also been working on tbe 

old discontents of the whole Arab world- harping on unfuJ. 
filled promieea of the last war; blaming current eoonomie 
dislocation on the Alliea; etreasing Anglo-American support 
of the Zionist cause; and appealing to the anti-Briti!b 
nationalism of Arab youth. The relative absence of Allied 
activity in behalf of the Arab cause has made this Axi 
propaganda more persuasive. 

Temion But QuUt in 1M Nt4T East 

The long range effectiveness of this Axis propaganda -
not be evaluated, but as yet there has been little i!nm~le 
~rder in the Near Eaat. In Egypt fifth colwnn WOJt. 
n~~ and panic have been eurprisingly absent, and the prUDe 
mmLSter has been finn and cooperative. Beneath the aurfaee, 
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however, there remains a gene~ tendency to blame theBriti!h 
for Egypt's woes, together With real possibilities of disorder 
if the crisis ahould develop. The Britiah kept out of the 
papers Berlin's declaration regarding Egyptian independence. 

In Syria, Iraq and Iran, a state of acute tenaion and ( 
unrest is reported to prevail beneath the surface calm 
Powerful elements in the latter two countries at least ~ 
apparently ready to welcome Rommel in the near future. 

New PrirM Minister of Turlrey 

In Turkey the appointment of Foreign Minister Shukru 
Saraooglu as prime minister, foUowing the sudden death of 
Dr. Refik Saydam on July 7, indicates once again that Turkey .. • • 
will continue to pursue its policy of neutrality, according to a 
clo5e observer of the Turkish ecene. 

A graduate of Turkey's famous Civil Service School and 
the University of Lausanne, Saracoglu had been minister of 
finance and justice before becoming foreign minister in 1938. 
He has since handled Turkish foreign affairs in complete 
agreement with hie good friend, Preaident Inonu, on the baaia 
of a poli<ly of Turkey-for-the-Turks. A three-weeks-long 
special mission in Mos<low, September 25-0ctober 17, 1939, 
entailing refusal of heavy Stalinist demands for special privi­
leges in the Black Sea and the Straits, was enough to make 
him gun-ally of Russia, even had he not inherited the suspi­
cions of his predecessor in the foreign office. On the other 
band, Saracogiu has been extremely cordial to American 
representatives, and, like his chief, is moat anxious to avoid 
~Y collaboration with the Axis that might imperil Turki!h 
mdepeodence. 

If the Axis drives continue and Turkey is threatened with 
envelopment, abe will probably be forced to make concessions; 
but as yet the Turkish press has not gone beyond sharp, 
reasoned criticism of Britiah defeat in Egypt. The Turks 
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have shown irritation at Allied failure to make pre . 
in proportion to "the decisive importance" of the~ 
Eastern theater. Lately, however, there baa been 
optimism ~rel!lled about the Allied aiand in ~. ICIIIe 

Faoed With the progreea of the Nasi drive into BOUIJ!ern 
Russia, Turkey is reported to have shifted three diviaoae 
from Thraoe to the Trebisond region of her Black Sea CIOIIl 

German Pruaurea on Laval I ncr-
Although labor volunteering for work in Gel'ID&Qy baa 

progressed until it is now estimated at between 25,00) llld 
39,000, even members of Laval's entourage doubt the poai. 
bility of raising aeywhere near the 350,000 men dem•nded 
by Germany. Laval's opponents admit that be m&y be able 
to enlist some 75,000, but Germany is threatening to dnll 
the larger number. This step Laval is trying to stave o! 
by his campaign for volunteers and by warning the Gerlll&DI 
that such a requisition would cause serious intem&l diaonlm. 

The majority of the volunteers to date have come from 
Occupied France. Within the Vichy area the largest number 
have enlisted in Marseille, Toulon and Nice, where the Iced 
situation is critical. The communists are said to be fillerin& 
saboteurs into the lists of volunteers, and old-line Flelcll 
labor organisations (presumably working underground) 11t 
opposing the campaign. 

Meanwhile Laval is trying to obtain a token releue ol 
prisoners to help his campaign. Despite Laval's statement&. 
it is authoritatively reported that the Germane never~ 
eented to any definite plan regarding a worker-apll1t 
exchange, and merely told Laval that it might aet frae aome 
prisoners after he had actually supplied 160,000 1aborfn. 
It is also reported that workers whose terms in QennaDJ' 
have already ended will not be permitted to return boole, 
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and it thus appears that ~ch workers who go to 0ermaoy 
will be there for the duration. 

Other pressures on Laval continue to in~. Optimistic 
predictions of an improvement in the French bread situation 
have ended with German demands for additional ehipmenta 
of wheat to the Reich and Belgium. In line with their policy 
of keeping an heir-apparent in Paris to snipe at the Vichy 
incumbent, the Nalia are reported to have given Doriot 
82 million france and to have ordered his followera releued 
after a street incident. According to staff officers in Tunia, 
th) Germane have also proposed the formation of a legion of 
Ji'rlnch war prisoners for the retaking of Syria. The American 
press bas again reported rumors of an over-all agreement 
between Laval and the Nalia involving sweeping conoeeeiona; 
but as yet there bas been no confirmation of theae rumors. 

Nazi Presture in North Africa 
A high French officer indicates that the Germane are cur­

rently inaisting that the French strengthen their defenaee in 
North Africa, with the alternative that, if neoesae.ry, the 
Ge=s will do it for them. Meanwhile the vital parta of 
the French warships at Martinique have arrived at Casa­
blanca, and arrangements are being made for periodic Ameri­
can inspection of their storage there. 

A genetal review of the aid aent to Rommel via Tunisia 
indicates that more than 8,000trucks were involved altogether, 
carrying mostly motorcycles, gasoline, and foodstuffs. Some 
French 75-mm. guns were also sent, as well as 155-mm. guns 
and their shells requisitioned in North Africa. 

Frendl Flut 
Laval has rejected American proposals that the French 

warships at Alexandria be placed in a Western Hemisphere 
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port or interned at Martinique for the duration of the 
ClAiming that such a scheme would be a violation Wit, 
armistice terms ~d "an insult to the honor of ~ .. u. 
appears to be urumpreaeed with the Amerieao Promiee be 
the ships would be returned to France at the end of the lllat 
President Roosevelt has made it olear that Franoe'e Wit. 
would fully justify Great Britain in destroying theee l'!lu.l 
to prevent their falling into enemy hands. Although v:; 
insists that they be allowed to sail to a French port it · 
believed that, should the crisis arise, the shipe will either ~ 
scuttled by the French or British, or 8UDk by tbe Brililh 
planes, submarines and shore guns at hand. Tbe Unilld 
States is making an effo.rt to see that the peraoonel ollh! 
French ships are fully informed of our propossla to Vleby, 

TM Fighting Fremh 

The declaration by the State Department that "the &OV· 
ernment of the United States recognises the contribution d 
General de Gaulle and the work of the French National Com· 

• mittee in keeping alive the spirit of French traditions and 
institutions," together with the appointment of two hi&b 
United States officers for "consultation" on military mattm, 
has met with the approval of the British and general appreri­
ation among the de Gaulliste. The declaration baa no 
political implications and in no eense constitutes a reoocnitiot 
of de Gaulle. Vichy has nevertheless entered a formal proiiJi 
against these relations with elements which are "in ~ 
against the government of France.'' Vichy collliden thi 
act, " an attack on the sovereignty of France." 

All part of their celebration of Bastille Day, which I'll 
remembered in France by the dynsmiting of rail'IIIY' a!lll 
other acts of violence, the Free French have changed ~ 
name and henceforth will be known as the "Fighting FrendL 
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preparalioM in Mandluria Continue 
With prediction general that the Japaneee would attack the 

RussianS in Siberia iJ_l the ~e future, Nipponeee pre!>' 
arations in Mancbuna are contiDWO«. The Japanese convoy 
sighted recently near Formosa bas probably disembarked its \ 
troops by now in Manchuria, if that, indeed, was its destina-
tion (Tilt War Thi8 Wuk, July 2-9, p. 15). An analysis of 
the Japanese units hitherto stationed in the southwestern 
Pacific area leads ~he conclusion that this oonvoy may 
include, in addition to about two infantry divisions, two tank 
regiments. These regiments would bring the total of such 
units in Manchuria to eight, or nine, more than hall the total 
number in the Japanese army. Each regiment has about 100 ,• • 
tanks, for the tactical 1111e of which the terrain in Manchuria 
is well suited. The foroes in Manchuria are coo.aidered to 
have the best personnel and equipment available in the 
Japanese army. 

As far as can be ascertained, no division has recently 
left for Manchuria from Japan, where there are 16 organised 
divisions and a tank regiment ready, or soon to be ready, for 
action. Under present conditions these troops are scarcely 
necessary for the defense of Japan proper, which is divided 
into 17 military districts, each with a training unit of about 
5,000 men, known as a depot division. 

Tilt Japamu Strengt/am TMir Hold on Chtkiang 
Japanese land forces driving southeast from Li-ehui, in 

Chekiang Province, have cooperated with Japanese eea foroea 
in the occupation of the eeaport at Wenchow. Control of 
this port will aid in conaolidating the Japanese position in 
Chekiang, since they now hold a broad arc curving through the 
Province from Hangchow, a coast city in the northeast, 
through Chin-hua (Kinhwa) and Cb'U-b.sien, the railway 
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port or interned a~ Martinique for the duratioft ollbe 
Claiming that such a scheme would be a violauoe 1111. 
armistice terma and "an inllult ~ the hobor ol v...~ol 1111 

appears ~ be unimp~ with the .Amerioaza ··-."be 
the ahipa would be returned ~ France at the IDd ~ ~ 
Preeident Rooaevelt baa made it o1ear that Fruoeo 1111· 
would fully justify Great Britain in deetroyiq u.! nlllll 
to prevent their falling into enemy banda. Altholllb --.q 
i~sta that they be allo~ .to ~ to a French pon, ~~ 
believed that, should the cnma anae, the shipe will llllh. be 
scuttled b.v the French or British, or IWik by IJie Brililb 
planes, submarines and shore guD8 at hand. Tbe Ulli1ed 
States is making an effort ~ see that tbe ~ o1 !lie 
French ahipa are fully informed of our propoeale to VlebJ. 

Tilt Fighling Frend& 

The declaration by the State Department that ''the lOT· 
emment of the United States recognises the contribu'- ~ 
General de Gaulle and the work of the French NatioDII Com­
mittee in keeping alive the spirit of French traditioal aDd 
institutions," together with the appointment of two hiP 
United States officers for "consultation" on military maiten, 
baa met with the approval of the Briti.ab and general ap}mci­
ation among the de Gau.llista. The declaration hal 1111 

political implications and in no 8eD86 constitutee a reoopitial 
of de Gaulle. Vichy baa nevertheleee entered a formal prolelt 
against these relations With elements which are "in Nbellia 
againat the government of France." Vichy coaH- tlil 
act, "an attack on the sovereignty of France." 

Ass part of their celebration of Butille Day, wbieb 1111 

remembered in France by the dynamiting of raihra1' ~ 
other acts of violence the Free French have chanpd llilir 
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name and henceforth will be known as the "FichtiDI~-
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~in Mcmdluri4 Conli~ 
W"rth prediction general that the Japanese would attack the 

RuasiaDB in Siberia in the measurable future, Nipponese prep­
aration.s in Manchuria are continuing. The Japanese convoy 
sighted recently near Formosa baa probably disembarked ita 
troops by now in Manchuria, if tha~deed, was ita destina­
tion (Th& War Thia Wuk, July 2-9, p. 15). An analysis of 
lbe Japa.nese units hitherto stationed in the eouthwestem 
paciJic area leads to the conclusion that this convoy may 
include, in addition to about two infantry divisions, two tank 
regiments. These regiments would bring the total of such 
units in Manchuria to eight, or nine, more than half the total 
number in the Japanese army. Each regiment bas about 150 
t&nks, for the tactical use of which the terrain in Manchuria 
is well suited. The forces in Manchuria are co.n.-idered to 
have the beet pereonnel and equipment available in the 
Japanese army. 

As far aa can be ascertained, no diviaion bas 1'60011tly 
left for Manchuria from Japan, where there are 16 organJJed 
divisions and a tank regiment ready, or eoon to be ready, for 
action. Under preaent conditions these troope are ecarcely 
necessary for the defense of Japan proper, which i.a divided 
into 17 military districts, each with a training unit of about 
5,000 men, known aa a depot diviaion. 

TM Japa- Strengthen TMir Hold on CM.kiang 

Japanese land forces driving southeast from Li-ehui, in 
Chekiang Province, have cooperated with Japaneee eea forces 
in the occupation of the eeaport at Wenchow. Control of 
this port will aid in coneolidating the Japaneee position in 
Chekiang, since they now hold a broad arc curving through the 
province from Hangohow, a coaat city in the nort~ea.et, 
through Chin-hua (Kinhwa) and Ch'U-hsien, the railway 
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towns in the west, to Li-shui and Wenchow in the 
Whether the Japanese will attempt to occupy 111 ~~ enclosed by the arc or whether they will be •lil6ed ~ 
spotting garriaons at strategic points aloll& the~ ~ 
problematical, but their grip on the Chekiangllelboud ~ 
case will have been tightened appreciably. lll&ay 

Chungking claims considerable succeeses in Kiaop ioeiiJd. 
ing the recapture of Nan-ch'eng, important road cent« 
southeast of Nan-ch'ang, and reocoupation of Cbancih11, 
southwest of Nan-ch'ang. Having completed the Geellp&tQ 
of the Chekiang-Kianp railroad, the Jap&neee 'PIIInllllr 
are content to withdraw their forces from some of the -. 
munications oenters to the south of the railway, which \bey 
seized d.uring the campaign. They also. appear notably 1o 
have slackened pressure along the Kiangsi-HUD&Il rail"'l' 
southwest of Nan-ch'ang. 

On other Chinese fronts there is relatively little &Mily. 
In Melanesia, the Japanese cont.inue their encroedunalt oo 
the Solomon Islands, where it is now believed they bait 
occupied the Rekata Bay area of Santa Isabel Island. 

The Working Committee Backs 1M Mahatma 
A sick and exhausted Gandhi has finally won over the AIJ. 

India Congress Working Committee, meeting at Wardba, lo 
a program of mass pressure for immediate illdependaxt. 
According to an American observer in New Delhi, the delay it 
reaching a decision resulted from a thre&-way split IIJI(q 
the Committee members. Gandhi deaired to base the JliO' 
jected campaign entirely on the ethical ground or ® 
violence. Nehru, while fundamentally in agreement with t.be 
Mahatma, wanted to emphasize the political aspeol .or t.be 
mo:-ement-in line with his program of aid for R~S~ ~ 
China and perhaps also of left-wing democracy for IDdi 
iteelf. A minority of three, led by Asad, president. of t.be 
Congress, opposed the launching of any sort of camJ)IIID-
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SECRET 
The I'E6ulting rei!Olution is evidently something of a 
mprorniae. On the one hand, it appeals for the immediate 

:d of British rule in India, and projects a campaign of mass 
non-violence in the event that the Britiah reject thia appeal. 
On the other hand, it recogzU.ea the present necessity for 
stationing foreign troops in In~ and P~~ "to avoid as 
far a.s possible any course of aot10n which aught embarrass 
the. United Nations' proeecution of the war or encourage 
aggression by the Axis." In any event, the projected 
campaign cannot start until after the meeting of th& AU-India 
Congress Committee, scheduled for August 7 at Bombay. 
Meentime, the threat of the coming mass movement can 
scarcely fail to have a depressing influence on India's war 
morale. 

Although the resolution envisages poosible negotiations 
with tbe British, our New Delhi observer believea that most 
members of the Working Committee regard this as a forlorn 
hope. Yet some Congress leaders apparently think that the 
current military plight of Britain and the Soviet Union might 
induce the former to adopt a conciliatory attitude toward 
India. In that event, our observer feels, the Congress would 
have to exerciso great caution. Otherwise foreigners might 
interpret Indian acceptance of British advances a.s a sign of 
weakness or as approval of the recent appointees to the 
Imperial War Cabinet and the Viceroy's Executive Council. 

India Repudiatu the Imperial SW~~gu 
Although there seems to be little doubt of the ability of 

the recent appointees, Indian public opinion apparently 
!eels that they represent nobody in particular. Three 
minority groups not previously represented in the Viceroy's 
Council have gained seats in that body-the Sikbs, the 
depressed classes and the non~fficial Europeans. On the 
other hand, the Hmdus have not increased their proportional 
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towllS in the west, to Li-ehui &Dd Wenchow in lhe 
Whether the Japaneae will attempt to oceupy Ill~ 
enclosed by the arc or whether they will be ~~~ ~ 
spotting garrisollB at strategic points along the ClllVe ~~~~ 
problematical, but their grip on the Chekiang aeabo&rd ~ 
case will have been tightened appreciably. Ill~ 

Chungking claims considerable succeeeee in Kiaopj, • 
ing the recapture of N&D-ch'eng, important ro.c1 cella 
southeast of Nan-eh'&Dg, &Dd reoccupation of Chane-. 
suuthwest of Nan-eh'ang. Having completed the oecupatia 
of the Cbckiang-Kiangsi railroad, the Japaneee 'PJl!Wl~ 
are content to withdraw their forces from some of the-. 
municatiollS centers to the south of the railway, whieb 111rr 
seized during the campaign. They alao appear notably 1o 
have slackened Pl'e!l8\ll'e along the Kiangsi-Hunan raiJqy 
southwest of Nan-eh'ang. 

On other Chinese fronts there is relatively little activily. 
In Melanesia, the Japanese continue their enc~l Cll 
the Solomon Islands, where it is now believed they ban 
occupied the Rekata Bay area of Santa Ieabel Island. 

The Working C~nnmi.Uee Backs tlw Mahatma 
A sick and exhausted Gandhi has finally won over tbe AIJ. 

India Congress Working Committee, meeting at Wardha, to 
a program of mass pressure for immediat~ i.ode~ 
According to an American observer in New Delhi, the delay ill 
reaching a decision resulted from a thre&-way split ~ 
the Committee members. Gandhi desired to base the JliO' 
jected campaign entirsly on the ethical ground of DiiC' 
violence. Nehru, while fundamentally in agreement with tile 
Mahatma, wanted to emphasi~ the political &SP«:t .ot tile 
movement-in line with his program of aid for RU!Iia ~ 
~hina and perhaps also of left-wing demoel'&o/ for I!ldiS 
•tself. A mmority of three, led by .AJad, pre81dent. of tbe 
Congress, opposed the launching of any sort of camj»l&ll· 
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SEClRJIJT 
The resulting resolution is evidently something of ,. 
mpromi.ee. On the one hand, it appeals for the immediate 

:d of British rule in India, and projll?~ a ~pai~ of mass 
non-violence in the event that the Bntish reJect this appeal. 
On the other hand, it reco~ the present necessity for 
stationing foreign troope in ln<fut: and p~o~ "to avoid 88 
far 88 possible any course of r.ction which ought embarrass 
the United NatiollB' proeecution of the war or encourage 
aggression by the Axis." In any event, the projected 
campaign cannot start until after the meeting of the All-India 
Congrees Committee, scheduled for August 7 at Bombay. 
Meantime, the threat of the coming mass movement can 
scarcely fai.l to have r. depressing influence on India's wr.r 
morale. 

Although the resolution envisages possible negotiations 
with the British, our New Delhi observer believes that most 
members of the Working Committee regard this 88 a forlom 
hope. Yet some Congress leaders apparently think that the 
current military plight of Britain and the Soviet Union might 
induoe the former to adopt a conciliatory attitude toward 
India. In that event, our observer feels, the Congress would 
have to e.xercise great caution. Otherwise foreigners might 
interpret Indian acceptance of British advances as a sign of 
weakness or as approval of the recent appointees to the 
Imperial Wr.r Cabinet and the Viceroy's Executive Council. 

lndia Repudiates the lmperi4l Stooges 
Although there seems to be little doubt of the ability of 

the recent appo.intees, Indian public opinion apparently 
feels that they represent nobody in particular. Three 
minority groups not previously represented in the Viceroy's 
Council have gained seats in that body~the Sikhs, the 
depressed classes, &Dd the non-official Europeans. On the 
other hand, the Hindus have not increased their proportional 
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membership, and the Moslems have actually lciet 
since they hold exactly the same number of ""lA ~ 
enlarged Council as they did in the old smaller ~ tbt. 
an official statement, the secretary of the Moelem b 
has referred to the whole change as a futile ~ ~ 
same ~ip1e even the E~h press in India hae abo~ tbt 
enthusl88m for the elevatiOn of a prince, the JIIIDUheb llO 
Nawanagar, to the Pacific War Council, or for the ap · ~ 
ment to the War Cabinet of Mudaliar, whom Indian 1~ 
consider subservient to the British, and who Ja a ee. 
critic of the Congress. 'Ill 

In the opinion of an American observer in New Deli, 
hardly any appointment would be calculated to meet with 
less. app~val than that o.f Mudaliar. He concludes that lb 
c?o•ce, ~ike that ?.f the others already mentioued, mU!i ba11 
auned stmply to tmpress the United Stata and other lamp 
oountries. Yet the appointments may even eerve 1o hlq 
discredit o~ the ,United States as well as Britain. A~ 
to one Nationalist paper, they show that our country isun. 
willing to exert further pressure in London on the Indian 
issue. In sum, even a moderate leader like Sapru oonsideis 
that the appointments may have done more harm than good, 
since they have simply dramatized the British unwillingn~~~~ 
to part with any real power. 
. Meantime, another moderate, Rajagopalachariar, has ~to 

s1gned from the Congress. His withdrawal is appam~tly a 
tacit admission that he has been unable to bring eilb!r 
Gandhi or Jinnah around to his compromille point or l'itw. 
Furthermore, Gandhi and Azad, president of the Coop~~,• 
well as the Congress Committee of Rajagopalacbariar'a on 
dist~ct of Madras, seem to have encouraged his rSp~ 
Publicly, however, Rajagopalachariar has declAred that his 
withdrawal is intended aimply to afford him more f~ 
for carrying on his current campaign of conciliation. 
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APPENDIX I 

THE VICHY FRENCH MUCHANT MARINE 

From a mucbanl marine of •boui 8,01'XM)00 groet reglet.ered tone at tbe btsl.n­
l.ng of tM .,.., Vlch1 Fra.noe now poiiClll88 aome 4.60 veereea. a.urteatlna 
~ 61.1·000 o. R. 'T., a«<rdlnl lo data oomplled hom BriU.b eourt., "'r'1111 
£c.oo~mlc:t DlwteJoo or tbo Otnoe of 8t:rateglo Se"loee. More than 700,ocxf tona 
are Sdlet ud could be dr&W'D upon by the Ada. Suob an eveotutlit:y lo the near 
rut.,. 1o.., unlikel7, ln •lew ol tbe 1Jtc~Nincl7 otrlngent lr.allan eblpplnl poolllon 
io tbe Medit.maneaa and lbe ~biUI7 ot a Gennaa ckatand lor oU IAI>km lo pl7 
.... BJad: Sea u ..... armed to.- rucb lhe a ...... on t!ddo IJt ihe ea ........ 

/Xqolil.._. of FrtACA ~~~~ncAcua~ ..ori.JW 

~~frO Mid OonileL ••• 
'l'ndiac tePQrW ..-Oltlfthlw ......... . 
OIMIGIDIIIdll M.U~ •••••••••• 

)1=:'_: C:::Dd.'Wtii&'AMOI:'''''''' 

.. .. .. .. ~m ': ::: .... T ...... ;:1a 
~:~: ··-·u· ····ii4:a· ·~·- ··· ·····;a;• 

'J'riCUilll MM. Porll or lbtrt.. Pulo· 

c:=.n.:::::::::::;::~::::::::::::::: r: ' '.=: ..... ~~- ..... ~~~- :::::::: ::::::~:~~ 
IA.1ddPOfiOUIIO(IIliMCI.ij'''"''''''' 4ol flaM S 11,179 7 "rndlzl& to A11Uilel Uid , f. A.,,,,,, ••••·•·. ••··•••···•• C », 781 •••••••• •·····•••••• ta AII~IU!il: 

=~~:::::::::::::::::::::::::: ...... ~ . ·····-~-~- ······.- ·····ik·m· ...... ;. ·· ·· ··~= Ia 80ilUI; A*rfelt.. ••..•.•••••••.••• .•••• I 14.111 2 • 

too *'* • -.m • •• 
sr-. the - bop~>, ., ... than 1,200,000 Ions ol F>onch .........,, oblppl .. 

U n fatleo iDeo AWed or Aa:lt bandl or have beeo tunk. ot UN &oooap •'W lD 
the -">• ol Vlc~t. ""'chl1 o ... lhlrd ot lhe - capadt)o (nl,OOO 0. R. T.), 
-ball cl lhe -•cor 1o._o (UO,OOO 0 . R. T .), aod rirtuallt all ol 1.he 
t&Un tlee< (275,000 0. R. T.) haYe ._., !mmobolh..t, lat&Oi1 10 a .-It ol 
u..natloDO oalho- ot 11>e1r operalloDt lm...-1 bt ihe ,...., M.,. thaD­
tlolnl ollhe 71$,000 toDO ot mor<han• oblpplna ...W IJt ... plioobel,...,- aod 
llorth Afrlca{Conloa, Other lmporW>l ""'"" .,.. !rom Fnaca 1o parW - ol 
Cilnl"" (!d.._, Pm.,..., oOA); from ........ Nort.ltnol Alrioa lo Modl .... 
._pone; aod !rom M.,.._ and F>onch Woot Africa 1o t1>o AnWleo aod 1.he 
UnUed ScatAII. (Tbo above table ob.,... IJt dolall the dllpoolUoo o1 t.bo 
r.-b merebanl D>MIDo. The data uoed ooven !.be moot.b ol March l$t2 but 
t.he pi•- 11M remalnod -•1Ja111 t.bo ...,. 1o tbe p.....,~) 
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AN c...m.t ot Tr..U. BAi"p("* 

Atlldoo XI aad XVI '"'poctiTely ot lbo Otormu aoc1 1 
with honoo problbl~ DlOftiDODII ot merdi&D~ oblpo Ulldw.:::: .......... 
lbo pormlooloa ot lbo AD ..,_,.,..II. n.. pro""- -.. ..._ 
Omoan &od hall an ArmloUoo Commiooloaoototloaod lnlho "' ....... I, 
ot honoo aad Africa. Ao a ""ult., lbo hoacb -.baatm..;" .!11 .,.., po,;, 
lnl 1"'1•1r In lbo 10rvloo of tbe AD. "-"'-

Durin( IHI, hoacb oblpo oc~D~D& hom Nortb A!rlcaa 11 
A!rlcoa porto dlocb"'10d .. oellmot.od a mWioa ~ .. ol ' -- lid •• 
Unoocuplod hoaoo. Tbo oor.., ocmprlood foodotuJI'o ood "":: Ia ~ ""'" 
oumllbly ~ moellbe ordlaory ~ulremenlo of the J!'rtocb 8_--., PI> 
tl&l proportion of theee o.,.oee, and Ia the o ... of eome..:., 1 tiMw' •-... 
100 poroeot, wore ~ulsltJoood by lbo AD sovonu•>eall upoc -~~':.~• 
Tbe eblef ~ulsltJonod oommoditJoo were v-llblt o0o ,..,_ ~­
pboopb"""', on Medo, and fall and hldoo. So 1.,... oro U,. .....;,. ., " 
from tho I!'rtacb oolonleo lbot lbo AD sovem-olo ba,.mldo......,. -...., 
t.o reoelvt aud forward them. '"""-

Moot of tbo oammodJUeo abippod ~ Fraooa .,. fi'OID w.u..n­
Tblo Is .. IDcllcaUoo, bowenr, ol lbelr polnlo of or~~~n. ror ....... .:: 
oomm,from lndoeblno Is oblppod ......,..uy by rail from "'· bloo• 1o 0.... 11 
ovoid tho ~Wiy ol ..Uure ·~ Glhralw. 1o lblo ""T o...r..,. 
20,DOO ~ao ot rubber lo I Hl and boa bopoo of reoolvln1 80,000 ._ Ia ~­y-. 

Tbo hon<b mcreban~ ftee~ oloo ta UIOd ~ oblp mWIIq oq~ _., 
wblch Is of ooomy orl«!n, ~ Axil for<oe In Libya. honcb abJp-­
opoaly ooaol1nod ~ Libya fn>m Moroellleo up ~ tbe ood'ol ,...., 110. 
While UUa prNtloe hN c:eaeed, there Ia eome evklenoe t.bat au.~~ art 
belns carried on French a.ooount to Alclert or Tunle, where oo uri•al Ulq .,. 
~ultlllonod by ~he l l&llan ArmlstJeo Commlsolon. 

The ~ncb merchant marine thus b.u beoome one of t.ht ~ UDh It lk 
Brltltb oyotem o f oonlraband ooalrol. Tbo Vlc~y 10vornmon~ OOI<IaJIT boo• 
IAboraled with ~~• AoS. to reduce the p-ure of tho blookade by a"'""""~ 
void the riiM of vlaU and OMreh. hoaob <Opl&lno aaY!pU.. Ia ~­
MedJterraooa.n were lnltructed on Ja.ntiary 21, 1042, to MboCAII or 111t.Ut ~ 
ve~~elt when BriU.b wt.r'lb.ipt 'W'Ve 6ncounte.red. 

N•• AN Nudt 
Slnlr.lnp In tho Mellle,...._olinee lbo ol&rl ot tho war (luwob'Ma ,.._ 

AD olrorto ~ auppjr tbtir Ubyon fon>M) bad reduood lho h alloo -
awiDo by April, lid from 8,400,DOO 1<> approximately 1,810,000 .......... 
o.oao.ot wblcb atloolt200,noo- ..... eo~~moled ~bowadoal l l.,....~ 
war clomap. Tblo bleb rail ol r- it belle•od ~ bo .,..tlola ....... ot­
ablppiDIIo tho Wodl-., .. a lime wboD tho clomaDdo ollho LIIJM­
polp are I~ IDOUntJDc. 

lad!,..~ ooalrOl ol tba hooch ~t - 19pooro to ba,. ..,. -
advani&IOOuo ~ lbe Axil than outrisbl ~ulsltJonl... Doobllolo t111t .. • 
tJaue to bo tba - oo Ions ao oblpo 113fnslht hooch Jlop ora '-......., • 
Alla4k lban O.rman or ll&llon •-11. But tho number ol ,....b .Wpo • 
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,_swill~ no•- Tbo 100,DOO .,_~10M ol "-11 
dlppilll Uod up "' lm""""''ood In Modi- porto eould bo IOQUilllloood 

-· Jntorlerlnc with -·· I!'rtncb lnldo --~~ ~ and - tho .... ..- 8omo :IOO,DOO 10M ol lblo ~ lmmoblllaod In tho Wodl--. oro 
-'to IOO,DOO ~no - .-_ and 180,DOO ~ .. ora ~anton, 

'":'... port ot this tanker tonn.,. proboblr would be demanded litho Oermona 
.-1> the Oau<aoloa oU Jleldo. TbJo Is lbe mora Ukely llnoo tbe rotnerloo In tho 
c.u- would eorl&lnly bo doolroyod by lbe rotrootJoc a ........ laan .. ibe 
(lonnOilO wltb tbo -ty o1 lraaoportlns tbo crude product. ._ tbe Bl&ok 
Sea lA> Rumoalon plonto. 

Tb ... re6norloo oro tbouahL ~be oa.,.tllo ol bandiJDIIbo additional 4,000,00D 
toot per year of crude oil now pi'OOelltd at Baku, B&tum.J llnd Oroany. But~ to 
t~ the e:ruct. from &tum to Cooet&nta would require the oonUru;tOUI Ull 
d 17$,000 ~ .. ol tanktr oapaolly. I lair boo a lanker Jlee~ olabout 176,DOO ~ 
2110,000 "'"'· 1bout 100,000 ~no ot whlcb are ooodod for the Llbyoa oampalso. 
Tbe dddi oould be modo up by ~uiiiUono oo lbo Pronch - oad oiJlllaavo 
v~ with a 1arp ....,..,. of Idle.--. 

APPENDIX U 

ANTI·WS INVESTIGATOJl.-BAOI. DAMONTB TABORDA 

'Ra4l Dt.mon\8 Taborda h.u emel'led t.n robe p6lt \tro r•n u o.ae ot \he men 
promiaent youn1 leadol'l or ibe Radical Party In A.rpntlna, Belt MIUrtd and 
boadoome, be boo rM<bod lhla pooltlon altho OfO of 33 by oltu~l71&klna ad van· 
t&Je ol opportunltlee to ru_rtbor hiJ <t&.reer and by demonatratin& &re&t abfUty .. 
head of tho Chamber or O&putlee Oommi~t.ee to loveetJ&ate Anti·Arsanlfne 
ActiviUet. Alt.bouah too youns to be co01:ldered HrfouaJy for caadldac7 tn the 
IIH3 pR!&Identla.t eleotJon, Damonte Taborda wou1d &lmDI't oer1.alol.y ftture 
prom.inenUy In any aovcrnment orcanl1ed by hll patty, abould I\ capiurt tbe 
presidency, aooordJnc to a cumot. memorandum prepared in the Lldn·Amtrfoan 
Seetioa ol the Omoe ot Stnwcto Servloea. In aoy event. he It the out.ILUdlna 
Ieider or the ant.l·hll foroe~ in Artent.l.a.a, and u auch b.u ooatlrt.entl1 aod ahtr 
eiPOUeed \he United Natlona oaUM, bo1.b lo hft own oountry aad ellew~ to tU 
w...., Btmllpben. 

Bon. In lllOII of a poor family, Damoa~ Taborda boo been a bJcb-«hool .-btr, 
Joomaliot., aocl ls..,.r. Wblle ati&Ddlol tho Natloaol Uol ..... ty of B..­
.ur.._. be wa.a • ~ to the ttudf'At. mo,.ement.. At. 18 .be beeame a npor\er oo 
tbo-Crcl"" oad jolnodlllo UD16D Clvlea Radieal (U. C. R.), Atpot.laa'o 
..._poi!Ucalpal\1· A!torthl U. C. R. --lid tluoup tboiDilltarYooup 
of Soplember, 1830, Damonto Taborda ropr-.led lbo panJ"• NatJonol Com­
mit&ee a&. proYiac:tal braneb• of the U. C. R. ln IGU-36 he ..... a poUd~ oUt, 
Urine for a white in MonWvldto, then t,r, RJo de Jalleito. 

lle<llnllDc to B-oo AlNo lo 1886, ba apn jolnod Glili"' u a ,_rtor, and In 
&.be aen rew Je&n hUI t.d•aao.nent wu rapSd., be toUDd ud toot ad'I&D..,_ ot 
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opportunllloo to lurtbu blo eanor. Be be<ame U.. IIIAia 
(pr®o.bl:t tho mottlnBueoU&I ovenioc .._per In A,. liak ...... 0.,. 
of tho 0 . C. R., tbuo eatabliaiW>a Important poll tical lrl· .-.'::_!..,. ._ ..... 
•• lotiiUI<I of Nolallo BoW.., o.._ of tbe •• .......,., a....,..._ 
BoW>a'o douabt.r. lA 1037 Domoote Tobordo ,. ...... ao4...., 110o1o1 
pooiUoo be hold uoUI UNO. ...._" "w.., , 

With b.lo U. C. R. coooectlooa aod the oupport of hlo po 
woo louoobed on blo pollllcoJ .,._r, Io 1038 he wu eloo.:'N-0...... T""'­
the Federal C.pltoJ, and lo IOU,.. .. reoleoted In 0 thum~ llllooal ~r.. 
whloh domonttrated hJ.o meteoric rile Ia populonty. Plroooal ~ 

Damont4 Taborda besao to attract attentio n In 1038 • boo wtU. 
Deputy, Enrique Djc.lr..man, he la.uncbed attackt on NaalaoU;lU~~tiA!At8od.lw 
Tb ... dohot4o led 1.0 tho oppolntmeot lo June, 1940, of tbo c. '-a 
&•to Anli·Ar&entlne Aotlvilleo, with Demont. Tobordo .. ~ t..,u. 
ch&rled that hlo prlnclpollntereot In beading the oommltteo .,

11 111 
II i 

oonal pubUclty- aod the reoultlos publicity cUd provet.o bo wertd...s:"':,po. 
reeult.e of t.ho oommit-t.ee'a work proved very Mlutuy uo~ - lk 
doeument..t evidence, Nul ae-tlvitiea tn AfJeotJna ...,.. ~ Mr 
ol•ely ood completely lluuJ In any otber country In tbo w....,. ';:.:: 
1'belt r-.&h.e wue all the more oot&ble lD view of the 01'ert ~ " 
oommlt14o obowo by tbe eneutlve b"""'b of the ,. • ....,..., ao4 by .., • 
lo..- AI p,_.,to NaUoi>AI Deputy ood the a.......,. of tbo U. 0. 1. ~.:: 
Committee, be ooaUnuQ to be ao outapoteo eritlo of,_., CNU!Io',•.,... 
"""lrollty" polloy, and or the -oary domeotlo polldeool u.e..,_ 

0.. locldont In Domoote Tobordo's hlotory requlreo - dartJ.tioo. 11 i 
dwpd that be wu eopged In the "wblt4 llove" tr&ftlo wheo bo Uftd 1a11o• 
Jooelro lo 1038. Tblo obofle appearo 1.0 be booecl oo a Rio de J1111w pcllot 
dou.ltr, prepa.red under the d.irectioo of pro-Nu l Polloe ObJtt Ftlilto W* 
Tho dooolcr lleell oontalna only the Bimoleot evldeo01 to ouppon tho ..... 
Therolo DO Quoollon out that the story hoe beeo epread oy O.rmao .... lo lt u 
eaort to dls<redll Domoote Tabordo by ,....~ or hlo att&cu oo 1'10&1 octlrillo 
In AraonUoa. 

APPENDIX III 

BRAZJUAN OPINION AND THB UIS 

OUb otlrih<IUoo 1.0 Brulllaoa of pro-Nul or pro-AII:t IJlllpathloo It~ 1 

dooset0111 •••rolmplllloatloo of a oituaUoo In •bleb - o1 lila& -" 
ehlMoe.,.. P*Bruillao above all elM, acoordio.c to a curHDl a: nt+-4 
tho t.tlo Americao S...lon of tho Oillce ofStratesic Senr'-. B,...Jllooooolil 
wbo!e Aft mo\lvattd. b7 wbat eath coooeivet to bl the bell tot.ertd ol WI*'" 
oountrr · BrAaU II no~ a stroaa nac.Jon uoept in eoonomlo po~UIJ. aDd Brul-
1&01 ttlm thelt teotlmentl toward other Pec,plM to a.ocord with tbWappial i • 

22 

()piDioa wllblo tbo Brulllao ortAJ' lo a - lD polnL Uolll oiJ< DIOGtbo aso, 
tho ·-BruillaA army oas- cUd DOt leaz Oormao,. .. much .. ho ,_ 
"-'"'"' eomm.,tom, ood tho Uolted Btateo (In tbol order). lolooy olllon 
)lad U•od or otudlod lD Oermao7 aod bed - expooed to Oormao ldookJv ID a 
oedue<iTO oltbDU&h oo daub• dlot.orted prb. Partly ou\ of theoe oooollatlou 

., tho BruDioo lotecrollota Party with Ita Nui-Fuollt teodoocfoo. 
pt 0o tbe other hand, Arpotl.u bad beeo BraaU'• proverbJal enemy. Tbe lhftll• 
troo of tnva.Jon alwayt ooojur«l up vS.Ion.~ ol the Arpntina border, where lhe 
annual tDaneuvera were e~uatomarlly beld. MUltary ofDoere-.ad Lat.Lo American 
Qlmlel'Va\.1v.,e.oerall7-vlow Com.muntam u a major danpr to their ettabUtbed 
intiituUont. Ru.atl.a'• piMo In t.be world atrugle doe. not help to endear the 
AUiel to Bras1Jl&o.t ln whom Blt.ler'ti(H)Alled "CJ'UAde aplntl BoltbevLim" b.t.d 
pn~vioualy at:ruck a rM'PQDIIve chord. Finally, m&Dy ol!loera a.nd BruU.I&o.t 
poe..Uy fell a d .. p.-ted lear of the Uolted Btateo, eogoodered 01 deeadeo of 
""""..,. polloioo, wbloh a oborl<lr period or lood oelahborllnooe bod nol beao 
able t.o Oftl'OOI'DO. 

Rt«Dt event. have dooe mueh to obeoure thole earUer appreheadoat. 01peelallT 
- dTillaoo. U-boata ho•o torpedotd Brullloo ..-l> with reoultaot ..uai· 
u. d Bruillu a.aUotWI. n.eco.,.en:u:nent hu permitted the pubUoaUoa ot HWt \ • • 

illuMitlft& oclual 11011 almo ood ob)eeU•os. Japao'o ~t with 0..,..,. 
11M io<toMed the lear of bot b. 

Tbe moat af&nlAcant orpnlaed force ot fucdtl character io BruU It to be found 
iD llle l•te&nJiota Party. The Iotter oupporto ao ul-tloco.llotlo _... 
which foait.rtextn;me pat:rlolllm a.od milltary apirit. On the whole lta prop&m t. 
fortip to tbe BraaUiao way of thoucht, but lt. hal 1alned tbe tuppori of oumerout 
umy officen. M•oy wbo en~Ued dtd 110 aut. of patriotilm and a reMDt:ment 
&«t.iDit Y&Dkee domination. The maJority, even before Pearl Harbor, were 
twdly pro-Na.ri; they me:rely feared t:be An&l()o>Amerleao.t more than tho OennanJ. 

&me of the leadert, however, were oot. avem to teeklng Naal oooperattoo: In 
lact., a letter a.ddreeaed to Rudolph H011ln January 1g35 explained the alma of ~be 
party &lid aalted help. Tbe Oennan.govemment. tetpooded wl.tb lte ble~~lna a.od 
perbtpa tome Boaoclll•upport. Probably the r&Dk and ate of t-he party remaln«f. 
lA fpor&lloe or 1beee m&ohla.aUoM. 

PliAJo Salgado, the exi*l lotasrollltaleadu, boo .-otl:t uborted blo portyt.o 
be loyal to PteeJdat VI.I'JU. Nooo thtloll tbo party still pftiMDtltomt daa.pr 
for Bru:ilian IDitJ.tuUona. Tbt moA eft'eeUvt waJ\0 decrMse the J)Aft7'1 ~ 
tq, it II felt, would be 1.0 pubUcloe Ita luodomeotal polld-. Tblo Brodlloo 
-.popero are alrw.d7 doloa, AltbOU&h -t Bruili&ns are pollllcally apotbotlo 
&od DOl lodiDed \0 combat ecuU prtiiiU..N SfOUpe, tbere II a atroac UDdm:uf"f''IDt 

- t.o luollt ~c~oo~oo. Moreo•er, the Y0<7 wperpo&liodom of tbo 
l•t<plistae U>emoel•oo woWd DO doubt .Up tbem oo1idl7 aplost ao1 lorolp 
ponr, whateYU it. ldtoloQ, lbal. au.empttd to io:lrfn&e t.bt territort&IIOVtr· 
""''Y ol BIND. 
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subJeot: 

INTD OPI'ICa COMMUNICATION 

Seoretar, Mo~tbau 

Mr. Hotllob 

SUmmary ot Kilitar, a.porta 

Settle or tht A$11Qt1o 

1&8 

.,..,..11117 Ui,1,_2 

S1xt:r or •ore Ch..an U-boah ba'ft been operaUq eaob 
4a:r reotntl:r in the Atlantio. !heir attaota are oonoe~ 
trated •ainl:r on un .. oorte4 lhipplftC ln area• wbere oon•o71 
are not :ret btlnc uee4, or on lhipa wll1oh are either too 
taet or too elow to be inolu4e4 ln oon•o7•· · 

(U.J:. OperaUone a.port, .TII17 2 - 9, 1911.2) 

4x11 lupplr L1ntt ln \ht Mt41StEE1fttiD 

Ot the tonnage of ltallan ell1pe goinc to Jorth Atrloa 
4ur1ns the laet tour aontha, the tol1owinc peroentagee were 
aunk, aooor41ng to Brltieh reportel 

Karob 9. 6 peroent 
AprU 2.7 • 
.., 5·5 • 
June )0.0 • 

The Br1tllh report 1noreaa1, Axle aae ot fobl'llk tor 
41reot trattio with BeD«baai an4 r1po11. A oonYOJ of ala 
eh1pe uoorte4 tro. Ital7 IU'I'1Ye4 1n fobNk on .Tul7 10 Ml4 
wae attaok14 b7 Br1Uih alroraft 4urlq the trip an4 attar 
arr1•al. 

(O.J:. Operauona llaport , .TII17 2-9: J\al7 1), 1,.2) 

ll"lta 

The eoale ot air aUaOka on KaUa hu been 1noreae1nc 
reoentl7 , but at a he&YJ ooat . Britieh raintoroe•ente of 
Sp1tt1ree hie been reeponeib1e tor 1noreae1ng enea:r plane 
l ouu eh1oh are higher now than 4ur1ng the beaY:r bo.llar4-
mente laet eprinc. 

(O.J:. Operation• Report, .Tul7 2 - 9, 19~2) 
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Jul.1 17, 1942 
8:45 a.m. 

1.47 

MOTION PIC'IURE INWSTRY (British COntracts) 

Present: Mr. Willkie 
Mr. Scheilk 
l.!r. Hazen 
llr. Balaban 
Mr. \'lhite 

I.!R. \'IILLKIE: We are sorry to trouble you about 
this, but it is a very troublesome matter to the 
industry. I want to say we just wanted to come down 
to chat with you, not any formal -.y about it--

H. ~!. JR: This recording is just a peculiar custom 
we have , just for DIY Self. Do you mind? 

MR. WILLKIE: Not in the slightest. I just want 
to say to you that there are four companies here rep­
resented. \Ve don 1 t pretend to speak for the industry 
or anything. lr!r. Nick Schenk is from J.:-G-1!-Loew' s; 
J.:r . Balaban, Paramount ; Mr . Hazen, Warner Brothers; 
and I am here for Twentieth Century-Fox. We don't 
come in any--

H.)(. JR: RXO is missing? 

I.!R. WILIKIE: RKO ia missing and Uninrsal. The 
conpanies here represent about, approximately speaking, 
seventy-five percent o! the tund . That is rough, but 
approximately correct, and I assume that anything that 
applies to these companies applies to all. This was 
just an informal group. I just wanted to make it clear 
that wo weren't speaking for anybody and that each man 
here is speaking for the individual company he is con­
nected with. We are not here as lawyers or anything 
of t hat kind. We are just here to sit down and chat 
with you about this. 
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H. IJ. JR: I see Jt11 talk with )(r. Aldrioh--

MR. WILLKIE: That is oorreot; that is exactlr 
correct. 

Jl.J.! . JR: That was repeated. .,. 
MR. WILLKIE: But a talk whioh inoidentallr, 

Mr. Aldrich passed on to us in compiete confidence 
and remains so . 

H. U. JR: I have no lawyer here, Wr. White being 
an economist. 

1.48 

l!R. WILLKIE: Now, I don't pretend, Wr. Jlorgenthau, 
Jt11Self, to be familiar with all tho details and the fig­
ures . The industry finds itself in an increasingly dif­
ficult situation about this, tbat is - I mean, here it 
is going along c~rrently, and it is sending its product 
over and not getting the money baok. It doesn't make 
any difference what business that would be, it would 
finally come to a point of exhaustion. As to some 
companies it is presently very serious as to whether 
companies - it is not presently ori1i cal, but it is bound 
to finally got that way, because no concern can keep on 
sending i ts product out that way. 

We believe, without any feeling in the slightest 
about it, that the withholding ot tlie money, perhaps, is 
all primarily due to the f inancial situation with regard 
to Britain, but that there is a touch in it of desire on 
the part ot the British, naturallr, to find a larger 
place in the motion picture indus try, and we think that 
the motion picture industry is an enormously valuable 
asset, spread all over the world, c! America in every 
way. 

Mr. !~zen will develop it more for you, but you 
understand that the British picture producers naturally 
have been anxious to get into this business more and 
~re. The British financial interests and all others 
are naturallr anxious, even if the business stays with 
these comp~es, for them to produce in Br itain. 
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Now, the experience demonstrates t.o things. 
In the first place, you make better pictures in the 
United States than any place else in the world, and 
that is the reason they have taken th~ world market. 

H.M. JR: Excuse me--

14.9 

llR. VIILLKIE: And secondly, that when these 
American companies who try to produce pictures in 
Britain- that they can't do as good a job as we can 
do, because the whole atmosfhere of the production 
center, and so forth, doesn t spread and carry as 
well in a new environment, and we believe - as I say, 
we don't want to say that, natural~, in a time such 
as this when everybody wants to do all they can to 
produce harmonious situations with any American pro­
ducer of any kind, but I think you will find , the more 
you get into it , there is some of that element in it. 
And these companies - another thing I don't want to 
misrepresent to you is the selling of pictures by the 
motion picture industry in England, we believe, is a 
necessary contribution to their war effort; but, on 
the other hand, we don't want to pret end to you that 
that is the o~ reason the motion picture industry 
sella pictures in England. 

They produce pictures on the basis of a certain 
market that includes them; and if we didn't have that 
market, there isn't any question- we would have to 
restrict our operations great~ and produce a diffe~­
ent ~e of picture, because they are geared and bu1lt 
to a market of X number of customers, to receive X 
revenue, and you cut down revenue by a restricted mar­
ket. I just say that so there is no pretense of being 
nobler than we are about the thing. 

Now, I would like for Joe l~zen to take up the 
detail. He is very familiar with the detail. I don' t 
pretend to be familiar with the detail, but I v;anted 
to get this point over to you 'at the befinning, .that 
I think there is just a little more in t than· JUst 
the financial problem on the part of the British. 
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H.M. JR: I would like to ask one question for 
'111¥ information. You know Jlr . Wlll Haye has been 
down here for a month or two. Do you Just pick up 
where he left off? We haven' t heard from him for 
two weeks . • 

150 

l.IR. WILLKIE: You understand Mr. Hays is a rep­
resentative of all the companies. Following rour 
suggestion, and also because we think it is wtse, 
we Will pick up wherever you want us to. pick up about 
it. In other words, these are the men that run this 
business, aside from uvself, and I IUl chairman of the 
board of one of the compani es . I mean, these are the 
principals, and so ther have the power to speak about 
aeything involving thur companies, absolutely, whore 
anybody else would be hero in a representative capacif,y. 

H.LI. JR: Well, t he suggestion that I made was 
that I said that ever since I have been here I like 
to do business with the principals, and they don ' t 
havo to hire any middle man to come down to see me . 

l.IR. WI LLKIE: You have the pr incipals here. 

lt .J.I. JR: I have always done that, and when they 
send somebody down - their lawyer can see '111¥ lawyer, 
but when the head of a business is here, I figure 
that as an mployee of the taxpayer any principal 
should see me. 

liR. HAZEll: The taxpayer is entitled to see you. 

H.~ . JR : I mean, I just wanted to make it clear. 

MR. VnLLKIE: I can understand your position. 

l.IR. HAZEN: Jlr . Uorgenthau, I don ' t know how 
muoh or how far Jlr . Will Rays had gone with you in· 
the development of our situation. I can only say 
this--
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11.1.1. JR: Do you want to know hi a introduction 
to me? 

tm. HAZEN: That would be interesting. 

H.Y. JR: His introduction to me was, "How would 
you like to make twenty-five million dollars for the 
Government?" See? .lnd I said, ''Well, how would we 
do that?" He said, "Well, we have got fifty million 
dollars tied up in England; and if you approve it 
coming in, we will give you half. • Well, it turned out 
t)~a t tha t--

WR. WHITE: Half in taxes. 

H.U. JR: Yes, so it turned out that the state­
ment l"lasn' t. true, because every company doing business, 
but one, had paid their taxes; one company had not, 
but every one but one company had paid its taxes. 

MR. HAZEN: That is right. 

H.ll. JR: Immediately I asked - and he told that 
to l.lr. Hull, and he told it to me . Well, it didn't 
leave a very good taste. Either he was tryin~ to 
bluff me or he was misinformed. Either way it didn ' t 
set very good. 

l!R. \'IIIJ.KIE: We will give you the facts just 
as t hey are by the responsible heads. 

ll.U.JR: I got the facts. 

LIR. WILLKIE: Aey"body should have known you would. 

H.W.JR: I mean, we sent out people , as you know, 
immediately into the various offices, and I just wanted 
tho faots . But there was all this pressure, and he 
either must have thought I was awfully dumb or something, 
but it got off to a bad start. 
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MR. HAZEN: That is unfortunate, particularly 
unfortunate for us, because we have alW&fS tried to 
maintain the frankest and the freest and the most 
open relationship with all Government departments, and 
110 have over the years managed to do that, notwithstand­
ing sometimes they did get off to a bad start with re­
spect to us; but we eventually were always able to show 
them the merit of our side . '.'le do have that relation­
ship with the Government departments, and we would like 
to have that with your department. · 

I think that in any fair estimate of our situation 
it is necessary to have a l i ttle picture of the back­
vround of the industry, how it s tarted, and how it 
aeveloped, and why we are where we are in the world 
market. If you wi ll afford me about ten or fifteen 
minutes for a little historical background, I will be 
glad to give it to you. 

H. II . JR: Do you need as much as that? 

~m. WILLKIE : Pardon me , how much can 1ou give 
us? We will cut our time, of course, to su1t you. 

H.U. ~~ : Well, I thought - I had set a half an 
hour. Can you do it in forty-five minutes? 

KR. IVILLKIE: Yes, that is plenty. 

J.!R. HAZEN: Oh, yes. 

H. U. JR: Figure a million dollars a minute . 
(Lau~ter) 

MR. HAZEN: Fine, that i s about the rate we work; 
that is our customary standard. · 

H.M. JR: I mean, of your money, not the Government's. 
I mean, you are talking about fifty million dollars. ­
you ought to be able to cover it in forty-five or f1fty 
minutes - of your money. I wasn't thinking of mine -
Government money. 
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MR. HAZEN: All- right. 

H.M. JR: I mean - look, do you mind if I short­
circuit this a little bit--

~m. HAZEN: Yes, indeed. 

153 

li.U.JR: ••• or do you want to give me your sales 
talk? 

l.!R. HAZEN: Uo, I don't want to give 70u a sales 
talk. 

H.K.JR: Let me short-circuit this a little bit, 
to save your time and mine. l/ow, look, you people 
have a contract. As I Understand it, you give them 
three months ' notice, and those three months ' notice 
vtould be due in about two·weeks. 

MR. BALABAN: Three months. 

~~. llAZEN: Three months before it expires - the 
contract - we take up our discussions. 

MR. SCHX!lK: For the coming 7ear, for the future . 

l! .li. JR: Now, I am not the principal in this 
catter, and that is what I don't quite understand. In 
two weeks' time 70u cQuld serve notice that you would 
like to begin a three months ' discussion with the 
Briti sh. Now, you had - what is it, three previous 
contracts? 

liR. WHITE: 'nlree. 

H.M.JR: The other thing which I never could 
understand was why the industry took such great care 
to make sure that the United States Treasury knew 
nothin~ about these previous agreements. I mean, they 
took great care to exclude us. I mean, I would like 
to gin you a little baclcground which you may - -.rhlch 
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again doesn't - I mean, I just don't understand it, 
but we were very, very carefully kept out of all of 
this. I mean, several t imes I would ask, and it was 
gunrdsd like a secret that the Treasury mustn' t know 
about . Now, Mr. Roosevelt has given me the responsibil­
i ty as his agent to watqh the dollar balanoes for the 

~ various countries, and it is~ job to see that each 
of these countries have sufficient dollar balances so 
that they can pursue this war. without being too greatly 
worried about their' dollar posi tion, and that is~ 
responsi bility. This is the onl7 case in which I have 
been car efully excluded, and, frankly, I don ' t under­
stand it. 

J.m. \'IILLKIE: I don't understand it, either, and 
I think it is wrong. 

H.M. JR : But what I am telling you eentlemen are 
facts . 

MR. IIAZEN: Mr. J.lorgenthau, you ma.y or ma.y ncit 
know that this is the tirst time that we, as repre­
sentatives of our own companies or of the industry, 
have appeared in any discussion relating to the 
British currency over the period of three years. We 
have never appeared before anyone, and the matters 
have been handled through the associat ion as an associa­
tion matter covering all companies; and whether they 
cleared through the Treasury or not - the extent to which 
they contacted you is something which was beyond us. 

H.M. JR: Well, I ~ not complaining; I have got 
plenty of troubles, and the job of keeping these 
various countries flUPplied with dollar balances is a 
very di fficult one, and we are doing the best we can, 
but at present it happens - the situat ion happens to 
be a happy one. I mean, both the English and Canadians 
are in a good position from the stannpoint of dollar 
balances, and they have - they are not worried - have 
no reason to be worried, 

J.!R. WILLKIE: That err or won't occur again. I 
think I am speaking for all the centlemen present. 
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H. J.!. JR: Pardon t 

JAR. WILIKIE: That error won't occur again. 

H.M.JR: Well, I have got to bring Mr. !lays into 
the picture . When he came over here with a message 
from Mr. Hull that I see him, we then asked, inasmuch 
as the State Department had conducted these negotia­
tions heretofore and we had been excluded, would the 
State Department say that this was a special case, 
that they had a special interest in it, and the answer 
was no. SeeZ I mean - so they said, no, that this was 
purely a monetary matter now, after three years, 

!low, I also want to say that without sqing any­
thing to us - I mean, you might as well have all the 
facts , and you may know - in the middle of these 
negotiations without sqing anything to us, Jir. Hars 
went to see Mr . Roosevelt in the middle of these nego­
tiations. It didn't do him any good, and Wr. Roosevelt 
told him that he thought that the industry should keep 
the money over there . He took it for granted that the 
industry had carefUlly weiihed this and decided that 
Eneland was a good bet, anCl therefore .was willing to 
leave the moner there, and his advice to lir. Hays was 
to tell you people to make an investment in ~land, 
betting on their winning, you people having maCle . ~he 
decision that you were willing to do this. I don t 
know whether that was reported beck to you or not. 

J.!R. '1/ILIKIE: llo, Of course, that ia not quite 
the issue. I can understand how he would have that, 
but that is not--

MR, WHITE : He mentioned he was going over, but 
he didn t say he had seen him. He was going to try 
to see the President . 

H.M. JR: I mean, the President told me about the 
discussion, but I am just giving ~ou the thing, and 
again I say we will wipe the slate clean, but rou ought 
to have the background, and the fact that J.!r , Hays did 
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it in that way - I mean, cajoled and flattered and 
implied certain favors, and that sort of thing, cer­
tain threats, all of which - after all, I am of age 
and have been sitting here for eight years - \nd look 
what the industry has done for our War Bonds," and so 
forth , and so on. But all of that is bad judgment, bad 
taste , but as far as 1 am concerned it is over. 

Now, getting back to this thing, because you 
people are the principals, it is your business, And 
to get back to this thing; what I don' t understand, 
gentlemen, is this, you have got the right to begin 
negotiations. You can serve notice in two weeks. 
Then you start with the Bri t ish Treaaur,y, and I don't 
unders tand, quite frankly, why you don't start with 
the British Treasury instead of with me. 

Lm. WILLKIE: O.·K., J.!r . N.orgenthau--

H.M. JR: Do I make myself clear? Excuse me . 
I mea~ the fact that we have been approached bad~, 
and so forth, as far as I am concerned, t hat is over. 

UR. WILLKIE : That is unfortunate , and we are 
sorry. 

H.U. JR : And it won' t prejudice your case. It 
will not pre judice your case. 

· J.IR. WILLKIE: Now, l!r. Uorgenthau, without over­
e~:~phasizing - I want · the others to take it up in detail -
but to answer your principal ques t ion, obviously in 
direct negotiations with the British Government, unless 
you see Why there is a reason for this - you understand 
in negotiations with the British Government we are more 
or less impotent, for the very reason, and I don ' t blame 
them - if I had the money, there would be no special 
reason why I should give it up. I mean, it is hard~ -
I mean, in other words, they naturally are going to 
turn to tho American Government; and if we get relief 
here, I think it will be because you indicate; after 
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you have heard the facts , and all we want to do is 
present the facts - after you have heard tho facts, 
we believe that you will believe that here is a situa­
tion involving a matt er of value to American industry 
and also a thing that the government is interested in 
from tho standpoint of keeping this world market of 
motion pictures in the hands of people over whom they 
have jurisdiction, both now and in the future, When 
rre sit dorm just on a basis of negotiations with the 
British Government, it is like mrself getti~ in a 
fight with Jack Dempsey. I mean, it is hardly an equal 
contest, and where they have the funds, don't you see, 
ne have, of course, the talk, "Let's just kick it right 
out the window to begin with. • For us to say, "We 
won't shif the ~icture unless you give us the money" -
we wouldn t do 1 t . It would be sill.1 if we didn't im­
mediately cut down on the type of production, and make 
a whole rearrangement of the industry. There is nothing 
in it of that kind. We are not talking from that stand­
point. 

H.IJ. JR: Aga1n, to give yqu another thing, before 
you - we made this suggestion - you check me , Harry, 
if this is not right - I asked SEC to look into the 
financial condition of RKO, and I don't suppose I am 
talking here - and they reported back that they had to 
have seven hundred fifty thousand dollars. 

l!R. BAL!BAN: Pounds? 

H. ll.JR: Seven hundred fitty th,ousand dollars is 
what the SEO report said that they needed immediately. 
We suggested to the British that they look into this 
matter and left the impression with them that it was 
all right as far as we were concerned, but we asked 
for two things . The Br itish and ourselves asked that 
if they gave RKO seven hundred fifty thousand dollars 
or returned thom--

lo!R . WHITE : We didn' t mention any sum to tho 
British; we just said if they would give it careful 
consideration - ~athotio and careful consideration. 
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H.JL. JR: But the figure waa seven hundred fifty -
that it would not prejudice their case aa far as the 
rest of you gentlemen were concerned, That is over 
~Yo weeks ago, and we have had no an~vera - we have 
had no answers. That is over two weeks now and no 
answer. 

J.!R. BALABAN: From the British Government? 

H.M. JR: They have had no answer, and we have 
had no answer, 

YR. BALABAN: That cable went forward - I saw 
a copy - to our representative to contact the British 
Government and apprise them of our feelings about the 
matter . 

H.M.JR: I mean, that the rest of the industry 
YI&S willing t hat RICO get seven hundred fifty thousand 
dollars. 

MR. BALABAN: The sum was not mentioned, but it 
indicated in effect that the granting of this relief 
to RKO would not prevent us - did you see that cable? 

YR. HAZEll: Yes, 

YR. BALABAN: Fr011 presenting our general applica­
tion for the r elief of funds which was then in process. 

H. JL. JR: No, that isn' t what they wanted. What 
they wanted was, if they would ~rant it, this sum, or 
a sum, to RKO, that that wouldn t prejudice the cases . 
In other words, it wouldn't set a precedent. 

MR. SCHENK: I think that is it, wouldn't set a 
precedent,· that neither side- you got a copy of that? 

YR. HAZEN: I haven't got a copy of it . 

IIR. BALABAN: }lr, Rathbun of RKO was in that con­
ference , and t he cable that was sent baA hia approval 
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as being the type of cable that would serve the pur­
pose . I didn't know what was wanted, but there- -

ll . JJ.JR: The representative of the British Treasury, 
!Jr . Bewley, certainly up to now, has no knowledge of 
this. 

• 
!.m. HAZEN: The cable went out - I think it was 

held up awaiting H&ys ' clearing it wi th Raftery out in 
California. 

llR. I!ALJ.BAN: Yes. 

l!R. HAZEll : And toda7 is Friday. I think the 
cable - when was it, was it Tuesda7 or Wednesday that 
the cable went forward, when they cleared with Raftery, 
out in California, of United Artists? 

MR. BALABAN: United Artists is a distributing 
organization that represents seven or eight indepen­
dent producers, and even the president of United Artists 
can't act as we do because he has to contact all of 
these people, and there was a little delay there. 

H.M.JR: I don't know whether the representative 
of the British Treasury here has been adv1sed of that. 
'.Ve certainly haven't . So if a cable went, and if you 
people felt so inclined, it would be nice to give us 
a copy. 

l.!R. '.'IILLKIE: We will see that that gets to you . 

H.M.JR: I would su~est - Sir Frederick Phillips 
is back; he is back; he l.S coming in this morning, and 
I would think he might be brought up to date on this 
thing, but he is back in Washington. But that is now 
our--

1.m. VIILLKIE: Joe , why don' t you in as condensed 
form as you can--
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WR. HAZEN: Of course, I always find this diffi­
culty in discussing the picture industry with any one 
of the Government official s, that the people proceed 
with their present impressions of the industry, ita 
economics and its conduct, and the like , and that 
generally is an impression which we suffer from because 
of a lot of self-crit icism. We have got a lot of 
people in our industry who criticize the industry as 
such and a lot of people on the outside that cri ticize 
the industry, and probably in the long run it is to 
our benefit because good self-criticism, both internally 
and externallY, brings you up to a little higher stand­
ard; but in the meantime we do suffer from a misconcep­
tion and misapprehension about the business . 

I just want to take a f ew minutes, i f I may, to 
take ydU back just to the beginning of the business 
and run quickly through it so that you can see ho~ we 
came to where we are. 

The pictures were first projected in i895, and it 
was a French invention. 

H.M.JR: Don't--

WR. HAZEN: I will go quickly. I will sKip over 
the years very lightly. 

Now, the picture industry grew first in Europe. 
The large producers of motion pictures were the Italians, 
the French, the SWedes, and England. The Uni ted States 
was not a picture producer in the early years . ill the 
pictures we showed over here were imported, and motion 
pictures was a foreign product . We did, however, make 
some short one- reel pictures in this country which were 
those that you saw in the nickelodeon, but the whole 
advance. in the art and the development was a European 
product , 

Now, the first feature motion pictures, the first 
spectacles , these tremendous pictures, the super gar­
gantua, and things which we are labeled with as ~ving 
produced, had their origin in I taly. Pictures like 
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Sarah Bernhardt's pictures, the feature with a great 
star, were French product s - where she plared Queen 
Elizabeth - and those were brought over here, and it 
VltlS those pictures which supplied our market. We 
were the importers, and Europe was the exporter. Now, 
when the lnst Worl d War commenced in '14, picture 
production in Europe shut down, and it was because of 
tho cut-off of that supply from Europe that the American 
marke t started in. 

1'/o had the Chaplans and Fairbanks and the Pickfords 
and those people who had gained aocewhat of an inter­
national reputation, but the impetus in Acerican produc­
tion followed the collmlencement of the last war. ole made 
for our own market, and after we had oar pictures made, 
being silent pictures, we naturallr shipped them wher­
ever they would be bought, and we sent to the markets 
that Europe had formerly sent to, for whi ch they didn't 
zet any fUrther film, so that when the l ast war was 
over in 1917 Europe was out of the picture business, 
and the United States was in the picture business. 

Now, tho picture business is not our creation in 
its inception or in its world trade. It is a market 
which came to us as a result of the war. Well, illlllled­
iately after 1917 the foreign countries had so much to 
do in the way of rehabilitation, a.nd being able .to buy 
American films at a whole lot less cost than it would 
take the~:~ to manufacture they didn't make any attempt 
to cone back into the market. There were sporadic 
attempts, but they never tried to crack in, so that 
along in about ' 22 or ' 23 when thin~a became somewhat 
stabilized, the foreign countries again fel t that they 
wanted to get back, and they sta.r ted to pass quota 
laws and censorship l aws to keep out American pictures; 
or if you did come into that country with a picture, 
you had to make or buy a foreign pict ure and show it 
so as to force the production of their ovm pictures. 

Now, I just want to read, Jtr . Secretary, a stat:­
ment which appeared in the London Daily Post. This 18 
years ago, but this i s of the period that I am talking 
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about, and this reflects the British sentiment about 
the value of the motion fioture. They said if the 
United States abolished ts diplomatic and consular 
services, kept its ships in its harbors and its t ourists 
at home and retired from t he world's markets, its 
cities and towns, its countryside1 its roadsi its motor 
cars and oounting houses would stlll be fami iar in the 
uttermost corners of the world. The film is to America 
what the flag was once to Britain. S, its means Uncle 
Sam may hope some day, if he be not checked in time, to 
l ead the world, 

t1011, that was at a time when ~land first enacted 
its quota laws, which required us either to buy or 
produce pictures in England as a con.dition of selling 
our 01111 pictures in that country, fostering their own 
market. '!bat quota law continued, and that was an 
absolute loss to ell the companies doing business in 
England because their pictures were not co111111ercial. We 
could do nothing with them. Although we made tham or 
we bought them, yet we couldn't liquidate them, and you 
11ill find in the books of every one of the companies 
that the quota compliance in England was a total loss, 
economically, with the companies . 

Now, the same thing happened in Germany. You hed 
to go and buy from a maker of a Genll&ll picture, and 
he--

H.J.l. JR: I am familiar with that. 

l.R. HAZEN: '!bat is the "&:f it went throughout the 
world. Uow, notwithstandin .. those restrictions the 
American picture still penetrated all those countries, 
although they were of people different from the people 
to whom those pictures were shown and competing with 
their local pictures, local actors , and stories. Our 
picture went in only because of the excellence of our 
product . 

11.!.1. JR: What are you leading up to? 

JJR. HAZEN: I am just leading up to this simple 
point, that our pictures have penetrated, and are 
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throughout the world, notwl that&Ddlng t he b&rrhn 
placed in the path of thia penetration b7 thue foreign 
governments; that we are an export trade of this Garern­
ment , of this country, running into apprcximatel, a 
hundred million dollara; that it ia a prime export 
which in previous years up to the present time baa been 
one of the most Yaluable exports that we had; that we 

deserve the reco£nition and the assistance and the 
help to continue that trade and the .. intenance of that 
business it we can. 

H.M. JR: Well now, look, let me - let me interrupt 
rou. You see, the r eason I made the statement that 
the President looks to me to watch the dollar balances, 
the situation is this - I mean, after all, we are in a 
war. The thing that I don ' t knOll' - I don't know what 
the answer is - let's just '11• for ex~le, if we go 
the whole w11 and I sar to the British, I would like 
you to pay the moYing picture industry what you owe 
them ana from now on par them a hundred cents on the 
dollar", the chances a,re nine out of ten ther would 
come right back at me and say, "\Vell, we have so manr 
orders on band for this and that, exclusive of Lend­
Lease, and you will just have to help us out to an 
equal amount", which would - I mean, this is 'llha t I 
think IYould happen - I mil be wrong - 'llhi ch means tba t 
our deficit is -added by almost the same amount that 
you people would get. 

Now, tba t mil not be so. I am painting the 
picture the worst possible way, and that is the thing 
that I am afraid of. 

lo!R. 11IUJCIE: »oYe r ight to the figures about the 
condition that the industey will get into, llr. Hazen. 

H.M.JR: You see what I mean. This hiatoey is 
interesting, but I mean, to s11 that at this time 
the argument that we should help the motion picture 
industry because it is a fine business, and--

m. WILLKIE: No, I don ' t think that is involved. 
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H.Y. JR: I don' t think it ia. 

MR. VIILLKIE: I don't think ao. I think this 
point is involved--

H.M. JR: It doesn' t impress me . 

1.64 

1.1ll. WILLKIE: The point he wae lllllldng is this, 
that here is a business that - I believe the preserva­
tion of this export market, so these companies can con­
tinue in this export market, rises above and beyond just 
oure business. I mean, I think it is a valuable asset 
to you, to the Government, to keep it eo these companies 
can function, because whether or not - and I believe 
they are - whether or not the particular pictures produced 
now are methods of - · if we want to put it that way -
Anerican propaganda, that they certainly are invaluable 
assets in the future for that purpose . That is what I 
am trying--

H.l.!. JR: Can I ask you a couple of questions? 
You have been very fra.nk, and I like the statement you 
made, that you are not going to say to the British, you 
are not going to send them w pictures, and that is the 
kind of statement that goes down well with me. 

Let me ask you a question. Supposing you got no 
better deal this next year than you got this year, 
would the industry, leaving RKO out of the picture, have 
to go through any readjustments? 

lo!R. WIUKIE: You mean by that financial reorganiza­
tions? Speaking for the four companies here, and these 
gentlemen correct me, as to actual financial reorganiza­
tions , I think the answer is no; but financial embarrass­
menta and difficulties, I think, to a certain extent the 
answer is yes . 

1!R. BALABAN: And the readjustment in our production 
schedules - I will give you our companr--

H.U. JR: I mean, let'• get down to dollars. Supposing 
you got no better deal, and I appreciate the fact that 
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you are running in the hole in the eenee that your 
balances are. accumulating in England - I mean, they 
again buy eighteen or twenty million dollars this 
year over last year - is ~hat about right? 

1~. SCHENK: It is bound to be that way. -H.Lf . JR~ Supposing you got no better deal for 
the coming year than you did this, what would it do? 

J.!R . BALABAli: I will give you the 'Dicture of our 
company. Then &lr . Hazen has some industry pictures. 

II .I! .JR: What would it do to your company? 

W!. BALABAN: ~r company owed considerable sums 
of money in England. 

H.M.JR: Yours is? 

~m. BALABAN: Paramount. Until the last quarter 
of last year we used all of our block funds to retire 
that debt. It was a pre-war debt. Since that time--

H.!.!. JR: Pre-war? 

J.!R. BALABAU: Pre-1939, debt incurred in Great 
Britain. 

H.lol. JR: In this country? 

)jt , BALA.BA14: I am epeakinf of England. Since that 
time we have accumulated six mi lion, approximately six 
million dollars - equivalent to six mill1on dollars in 
En~land . Since that time we have had to borrow six 
million dollars in this country from the banks to carry 
our inventory requirements . 

H.M. JR: In England ., 

MR. BALABAN: No, here . The oaeh position of that--
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liR. WILUUI!: Tell hi• ·~ thoae iDYentoriu rhe, 

B.X.JR: I aean{ ia it beoauae :rou are doing 
more business or ia t that the atu!f ia more ex­
pensin? 

XR. BALABAN: It is more expensive, slightlr more 
expensive, bf about fifteen percent. The enforcement 
of the consent decree under which we are now operating 
bas forced all companies to increase inventories. 

MR. WILUUE: Modification of the old bloclc--

XR. B!LAlWI: Kine l&l.lllon dollars in the case 
of our company, and the difficulties of getting fila 
into the foreign markets has blocked ma.ny of the - baa 
been hard. A DUDher of the porta are loaded with filas 

that can't find traneportation. We pile up a great deal 

of film there, and when they Gan ·get a ship and get it 
on a ship you send to a country instead of one fila a 
week, as you did previous - you will send them fifteen or 

twenty, because you don ' t know how long that has to last, 

H. IA. JR: But you mean in t)jr case you have had 
to borrow an additional six m1 on over how long a 
period? 

liR. BAI.ABlll : We borrowed it this year, and the 
total cash on hand in that company, the producing com­
pany, the parent company, is six million dollars. In 
other words, three figures of six million dollars, 
approximately, accumulated in England, borrowed here, 
ana cash on hand. Yet that company, in addition to 

that floating debt, carries all of the funded debt that 

runs about twenty million dollars - twenty-five million 

dollars, in addition to that. 

H.ll , JR: .lnd how would that compare with, say, 

twelve months ago, rough!J? 

J.lR~ BALABAN: Tllelve mo.ntha ago we had no cash 
accw:~~lated in England because we were app]Jring block 

money to the retirement of debt. We had no bank loans 
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in this oountry, and that same aooount had approximate~ 
nine and a half million dollars instead of six million 
dollars . Inventory account has increased from eighteen 
million three a year ago January - you asked for twelve 
months; that is a little longer, sixteen months - to 
twenty-seven million five as of a week ago , 

UR. WILLKIE: Barney, give the Secretary a quick 
picture of your projection,and of course that is bound 
to be an estimate, of what wi ll be the condition of 
your coapany a year from today if--

l!R. BAIJ.!IAN: The figure in England will keep 
increasing - that serves no purpose here . We keep bor­
rowing money here if inventory can't be liquidated at 
any faster rate than the last eighteen months, and 
nothing now to indicate that it can be--

lm. 1'/ILLKIE: Do you think it can be? 

1m. BALABAN: I have already instructed our studio -
I have had to - to slow up production, and production 
will for a period of four or five months slow up to give 
us a chance to operate on present funds; but as you do 
that, your overhead goes up out there, and your cost of 
production increaees substantially. I had a figure from 
our studio of nine hundred thirty-two thousand dollars 
the other day as the loss of unabsorbed overhead as a 
result of a slight slowing up in production. Now, that 
is only for four or five months. If that continues, 
I don't know the answer. Row then, taking from that 
point1 the next step is to instruct the studio to start 
dropp1ng people and reduce the number of pictures from 
that, or make cheaper pictures. 

H.M.JR: Well, franklf, that kind of talk is the 
only thing that makes any mpression on me . 

MR. V/ILLICIE: I can understand that. You are 
thorough~ right about that. 

II.Jl. JR: It is the only thing, and I wanted -
could you give me off-hand what percentage of your 
sales go to the United Kingdom market? 

Regraded Unclassified



1.68 

- 22 -

UR. BALABAN: OUr sales in England, Australia, 
and New Zealand will run about ten lllillion dollars -
a little over, possibly, ten lllillion dollars, the 
equivalent, and--

H.M. JR: And your total--

wt. BALABAN: ••• our volume in this country will 
be about thirt,y-five million dollars, ao in percentage 
that would be ten out of fortr-flve , or about twenty­
five percent. 

H. ll.JR: What I am ailing rou these gentlemen 
know anyw&f? 

lo!R. BALABAN: We have no secrets - about twenty­
five percent, Mr. Secretary, res. 

ll .M. JR: And the things that rou have told me, 
could they - when you get back could you give them to 
me in writing, very br ief, not too much - tor a layman ­
not too much for a bookkeeper? 

Lm. VJILLKIB: We will take a picture of the differ­
ent types of companies . Of course, you must understand 
it will be an estimated pro jection. J think it is 
really a serious financial ~roblem, for even those in 
good shape, over a long per 1od of time. 

loiR . BALABA!t: I believe J.fr. Hazen has ao.me industry 
figures, and we discussed them on the train last night, 
and, strangely, the industry - applied to the industry as 
a whole , it is almost Paramount' s position applied in 
its percentage, and I thought, if you have a moment, a 
total figure might be of interest. . 

H.M.JR : As long as you don ' t go back to 1885. (Laughter) 

MR. HAZEN: Well, I will prolllise you you will get 
nothing more than the most current report. Taking the 
consolidated repor ts of all the companies as published, 
the eight companies, ther show a funded debt of a hundred 
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and seventy- two million. I will just run through these 
figures . 7hey have total bank loans, that is, other 
than savings banks or mortgage loans from banks, of 
thirty-four million. That thirty-four million owing 
to banks is almost the equivalent of the thirty- seven 
million, roughly, that is frozen in England now. That 
thirty-seven million that is now frozen i n England is 
more profits than were made by the eight companies 
combined in the last twelve years for aQY one year. 
The total amount frozen in England at the present time 
exceeds the profits after taxes of the eight companies 
for &nf period going back eleven years in the business, 
and if this money were not brought over, so that it 
were not taken up in the profit and loss account, there 
would be no profits, there would be nothing with which 
to pay off the banks. This is on an industry basis. 

H.M.JR: I don't - you don't mind~ asking this 
question, why in heaven's name did you make a deal like 
this? 

MR.' IIAZEN: Like what? 

H.Y.JR: Like the contract, the one you have been 
living under three years - I mean, I don't understand 
why you got yourself - I can't understand - here you 
fellows are, ydu are successfUl--

~. S~~: Yay I answer that? 

H.ll. JR: I would like to know. 

MR. SCHENK: You can see the reason - the conditions 
as they existed at that time. We were not in the war, 
England was fighting by herself at the time , ·and we felt 
that we should give them all the help that we possibly 
could and as long as we could; and then it developed as 
it did, and we are in war. How long we could have stood 
it, I don't know. Our company happens to be.possibly.in 
better condition than all the rest at this tlme, but 1t 
is only a matter of time. You just can't keep sending 
goods and not be able to get the returns on them for 
every reason, whatner the returns might be . It will 
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catch up with you; for a while you can stand i t. 
The purpose was to help England aa long as we could 
help them. 

170 

tm. WILLKIE: More practical than that, i t 
illustrates what I was saying to you, that when we 
deal with the British Government, what have we got 
in our hands? In' other words, we are not going to 
stop sending these pictures if they have got the funds 
on hand. What could we do? What is the trading position? 

J.!R. \'.11ITE: I think you have got a good deal - I 
don 1 t think you are nearly as illlpotent--

UR. VIILil<IE: llaybe you can help us with our 
s t rength. 

L!R. \'IlliTE: Without us oompletelf, I think that 
you have got a strong case, and I don t know who has 
done your negotiating for you. I can understand the 
second year of the war after the fall of France, things 
looked very black, and they gave you a much worse arrange­
ment because the situation looked so unfavorable. That, 
I take it, is why you accepted it, and that is why they 
offered it. The third year pictures looked brighter, 
and you got a much better arrangement than you had the 
previ ous year. Now, it seems to me that if you talked 
to them and undertook your negotiations yourselves with 
them directly, I think tou have got a very strong case 
wi thout bringing us into the picture at all. 

MR. WILIJCIE: We would like to convince you, in 
addition--

L!R. SCHENK : Wr. White, I den•t beliove that without 
help from you we could possibly make a good deal. I 
think that it would take a long time and I don ' t think 
we oould accomplish very muoh unless we threatened them, 
and that, of course, we don't want to do, and we don't 
want to stop shipping film just as long as we can stand 
it. If. we don' t get any help here, I think we are l icked. 
I don ' t think we can make a good deal. 
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H.Y. JR: I would like to make mf position clear. 
I moan, in these negotiations whioh we have almost 
every week with the British - ot oour ae mino haven't 
been for any particular business - aw job is to see 
that we don't get the short end of the stiok, and you 
have to watoh it every minute beoause they are business 
men. 

MR. WIUKIE: Sure, that is hWDan nature , too. 

H.U. JR: All I want to say is this, that you people 
will start these negotiations and I take i t - I imagine, 
I don't know- I don ' t see why you don't do it here with 
Phillips . 

u;t . 'IITLLkiK: Now, if it is satiefactory ~th you 
for us to discuss the matter with them any time - I mean, 
that 18--

H.M.JH: What I was going to suggest is Phillips is 
coming hore in a little while this morning, and I will 
tel l him of t his conversation, and I would like to make 
the suggestion that I am going t o ask the industry to 
keep me posted as they progress. I would like him to 
keep me posted. 

IJR. \\'lUKIE: There is just one thing, if I mi~t 
interject, and I appreciate what you say, but I am Just 
firmly convinced that we will not get any substantial 
modification unless we are able to show you that there 
is a thing of real merit invol ved in it from the stand­
point of American industry, and I think in which the 
Government has an interest from the standpoint of keep­
ing this market reasonably extant. I mean, without 
being overly selfish, or selfish about it, it is not a 
question of reaching out for a market, i t is a market 
tha t presently exists, and we vtould like for you - and 
I know all the multiple problems on your hands, but I 
vtould like for you to u.naerstand the facts , if it is 
possible, when we conclude here , in a little short 
memoranda - and I know you can't read any voluminous 
stuff about it, that you haven't got the time - t hat we 
can eet to you. 
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H.J.l. JR: What he gave me would influence me 
more than anything else, and I mean I realize per-
fectly you can't sit here .nd project yourselves twelve 
months or twenty- four months, and be completely accurate 
but at least ~ou can say, "This is where we are today· ' 
and i f we don t get any better contract than we hate ' 
this year, if we can't get anr, of the money we have 
there, this is apt to happen. ' 

!JR. lf.ILLKIE: That is what we will do for each 
one of the companies. 

H.M. JR: If you will do that for each one of the 
companies, that would be more convincing with me. 
Harry, I don't know how it would be with you, but with 
me i t would be more convincing as to the seriousness 
of the industry, purely from the standpoint of the do­
meatk repercussions, not worrying so muoh about whether 
you are going to keep the world market or whether you 
aren't , but purely what is going to happen to these 
llioturea at home, or the repercussions, lncreaeing bank 
balances, and so forth and so on - I mean borrowing -
I mean that you have got to ~orrow from the bank. If 
you coul d let me have that for a layman to read - I 
mean, I don't - something that is fairly simple. 

MR. WILLKIE: None of us could understand it it 
we didn ' t write it up that way. 

H.I.I.JR: That way rather than asking for--

MR. \VHITE: Kr. Wlllkle, the ar~ents, it seems 
to oe, are very potent that you coul~ make to the 
British. The same presentation that impressed Secretary 
Uorgenthau would doubtless make an impression on the 
British as well, whereas the general arguoent about the 
importance of the movie industry and i te contribution, 
and so forth, I think would probably leave them cold, 
as well , for this ~articular purpose, but you have the 
prospective financ1al status of the industry. You have 
the fact tha t the industry is and will continue to be 
very well disposed toward the war effort, sendinr, out 
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such pictures as "Urs . Kiniver• and others which are 
of considerable value to them and to us . In that you 
are performing a social service of a high order and a 
contribution to the war of a high order and are not 
suggesting that you are going to stop doing it, but you 
are continuing to do it. In the third place , you are 
the only industry, to ~ knowledge , that is cont inuing 
to export - make exports without getting paid for it, 
and the reason you can suggest, in many ways - not 
altrWUtic, of course, but there is a large dose of 
sense of ,ocial responsibility in the broader sense, plus 
the fact that the British are better off than they have 
been in the prior contracts, at least some . 

H.M.JR: You mean their financial position? 

MR. ~ffiiTE: On a financial position. Those are 
very potent arguments, and I am quite sure , particularly 
if you could do the talking at this end - I don't know, 
they may sidetrack them. 

H.M. JR: May I interrupt you a minute, Harry? 
You will find that Sir Frederick Phillips, being the 
top. English Treasury man, feels about the way I haye. 
He has been com~letely short-circuited also, and when 
I spoke to him about the thing, he said to me, "Well, 
~. ~orgenthau , I don't know much more than you do. " 
So, in other words, if this is going to be Treasury, 
1'1hich I think it should be--

J.IR . WILLKIE: So do I . 

H.M. JR: ••• well then, I don ' t know what avenues 
you use in ~land, but certainly, from what Sir 
Frederick Phillips tells me, he was short- circuited, 
and I gathsr that the British Treasury was short-circuited, 
from what he told me, so--

!.IR. 1'/l!ITE: The Board of Trade and the British 
Treasury are members of the agreement. 

U.Ji. JR: Well, Sir Frederick Phillips - I asked 
him - he has been here for two or three years, hasn't 
he, Harry? 

• 
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l!R. WHITE : Tiro years, 

H.M. JR: He knew very little more ab?ut the thing 
than I did. I asked him. 

UR. SCHENK: I would like to add just one more 
little thing. 

H. lA. JR: So I mean, I find he is the best type 
of British civil servant. He is the best type of 
British civil servant, but he evidently - I asked him -
I said, "Did you take part in this?" He said, "No, I 
don't know anything about it. • 

MR. SCUElOC: Ur. Morgenthau, I would like to just 
add a little bit towards what you were talking about, 
just to acquaint you with the situation. If England 
today would give us an order to make, say, two hundred 
to three hundred pictures that they used a year - I 
think it is three hundred, for their use - they would 
not only pay fifty million dollars, but they would have 
to pay us at least a hundred and fifty million dollars 
for it. V/hen we talk about "Mrs • .l.liniver, " and they 
want "Mrs . l.liniver, • and gave us the order - they 
had the story and said, "You go on and make this story, " 
and they would pay us at the rate of four or five or 
six times as much as we are asking now, if we were to 
~et our money. All that we are asking for--

H.~. JR: I don't understand you. 

J.!R . SCHElOC: You do not? In other words, say 
General Motors, who would make a oar and send it there, 
they would pay the full value of that car, meaning by 
that i.f the car cost a thousand dollars they 11ould expect 
a thousand dollars there plus a profit, if there was any. 
In our case, we don't charge them that because, fir·st 
we only charge them a possible one third of the cost of 
the picture, because we take something out of it, as it 
happens that that kind of a product, as you said, Mr. 
White, is so different from any other that we are able 
to give them something for a great deal leas because we 
take out a certain amount in this country. 
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H.U.JR: You mean in this country? 

J.m. SCHENK: That is right. 
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H.M.JR: And you don' t charge them the full cost? 

JAR . SCHENK: We do not, only a third. Isn' t 
that about right? 

llR. HAZEN: Yes. 

UR. BALABAN: The ~lish theaters gross approximately 
sixty million pounds a 7ear on American pictures, for 
which we uk Rngl&nd to pay us ten million pounds of 
that. That ten million pounds creates sixty million 
dollars of gross for the--

H.U.JR: That is a figure I never heard before. 
I never heard the figure before. 

JAR. SCHENK: That is interesting, isn' t it? 

H.M. JR: Did you know that? 

Lm. WHITE: Yes, I knew that, but of course their 
problem is a forei~-exchange problem. They are letting 
you have the sterl~ng . I think that 70ur point is r.ell 
taken. If I understand, 70u mean this, that if you had 
no sense of social responsibili tyi if 70u wanted to be 
toueh on an ordinary business sea e, in which there were 
no other considerations but the question of the dollar 
gain, and if 70u were to say to them, "If you want these 
pictures, you will have to pay for them, • you feel that 
under that bargaining arrangement you could get a much 
better deal, but because 70u have f larger sense of 
social responsibility, and "you don t want to even suggest 
that you wouldn't help the war effort , it heing a war, 
you feel tha t the British ars t aking advantage of that. 

L~. SCHENK: That is it, and they benefit, and we 
are willing to give them that benefit. 
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IIR. WILt.Diz '!U7 ue pttl~ a beut1t. lfhethG' 
thef &1'1 taking aclnatap - .. aoa t wut to 111' IZIJ"' 
thing hel"e that 1JI41oat .. thq &PI 'IID4uJT ebup. 

IIR. aaufuwa I doa't baolr lui. the tu: laws win 
applf to ti"OIU. -.mq1 lrat eo loq •• Pu&MaDt •• ~ 
able to l"etil"e i b debt 1a lllgland it aoorued that -
montf hue ud paid itl taz11{ blat u11d the _., anr 
then, i.Doluded the 11CM7 Oil h boob, but paid ott. 
ita debt there. S1aoe the t1r1t of the flU n han 
stopped aooi"Uiag tor the blook tunaa OJl our boob beOIIlH 
we didn't la1011 - .. dght be acoou-l•tlng OJl our bootl 
inco~~e at the rate ot a fCIUI'-4ollu pOUJid which ao.. dq 
111.1.1 be onl,y worth two dollar•. 

IIR. WHITE: T,- had bette!" aile fOUl" an who takea 
care ot·it. . 

II,)(.JR: Or fOil IUl alk Ul Uld we will tell TOU 
but I will haTe t o atop nOll. It I oould juat aar thf~l 
it it ia agreeable to ;rou people - Sil" Fl"edel"ick Ph1 p1 
is oomiq in he!"e in a little while, and what I would . 
like to &41" to b.1a 1a to tell hill ot the oollTeuation 
and auggnt that JOU f'ntl-n would like to aee hill 
and oonduot the negot atiOJla aa pl"incip•l• with hill 
here. 

IIR. SCJI!K: !hat would be wondutul. I thinlt that 
is grand, .Jizo. Morgenthm. 

H.M.Jlh AD4 I would like to be kept intol'IUd u 
the thiq gon aloq. 

IIR. WILLlll: I .. &DX1oua to!" fOU to !maw. 

H.M.Jlh It 7011 people will get in touch with b.ia, 
I think JOU will do lllloh bette!" hel"e • 

IIR. SCHIIIIt: Haw will we go about getting u 
appointllentt 

LLJR: Juat oal1 b.1a on the telephone at tha 
!ll'ithh Purohaaillg ec-!11ion. He ia with the Brithh 
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Purchasine Commission. across the street at the Willard 
Hotel. Just call him on the phone and simply explain 
that you are here. In fact, if you want to see him 
today, if you want to do it today--

MR. WIIJ.KIE : That is a little difficult for me, 
at least, Mr . J.!orgenthau . I am going to the West 
Coast at five o'clock, but I will be back Tuesday of 
next week. 

H. J,l. JR: Just call him on the phone at the British 
Purchasing Colllllli ssion and se:~ you want to see him. That 
is all. 

MR. SCHEJlK: We also have a three o' clock meeting 
~ith reference to other t hings and have to be back. 

JI .M.JR: I will tell him you are going to hear 
from him and--

MR. WHITE: "These neeotiations have been conducted 
in London, England" - he is liable to say that. 

H.U. JR: I will tell him it is my suggestion they 
be done here. I don' t know what went on over there, and 
he doesn't know what went on over there, and I think as 
long as it is American business the negotiations should 
be conducted here in the United States. 

IJR. SCHENK: I think that will be grand. 

H.M. JR: I think he will do it. 

MR. WHITE: If you want to p,et some information on 
the taxes, we will be glad to have you meet the man who 
will give it to you. 
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July 17, 1942 
10:20 a .m. 

MEETING VIITH SIR FREDERICK PRIU.IPS 

Present: 
Sir Frederick Phillips 
Ur. White 

SIR FREDERICK PHiu.IPS: There are one or two 
points I wanted to mention to you, air, if you would 
be good enough. 

H.M.JR: At your service . 
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SIR FREDERICK PHILLIPS: The first one is that Sir 
Frederick Leit h-Roas is now over here on behalf of the 
British Government, talking about relief problema, 
which I hope is distinguished from reconstruction in 
article seven, and those things . He asks if he could 
have an opportunity to call on you. I am not sure 
whether you met him. He was over here before. 

·H.l!. JR: I don • t think we met . 

SIR FREDERICK PHru.IPS: Would you? 

B.l(. JR: Surely, any time. Just han him call 
up for an appointment . 

SIR FREDERICK PHILLIPS: Yes. 

H.ll.JR: Just tell him to call up for an a~pcint­
ment. Will you bring him or will be come alone. 

SIR FREDERICK PHILLIPS: I can bring him. 

H.U. JR: That would be nice. 
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SIR FREDERICK PHIU.IFS: The second point I have 
go t is about Courtauld. You remember Courtauld verr 
well? 

H.M.JR: I have heard of it. 

SIR FREDERICK PBIU.IPS: We got into arbitration 
proceedings on the amount of sterling compeneation that 
firm should get. We dcc 1 t know how it has gone, but we 
are expecting an answ"er same time next week, Tuesday or 
\'lednesCla;y. Now, of course if the arbitrators give thaa 
a great deal more than the price that we' sold the thing 
for in dollars, there 111&'1 be some cri tioicm. There is 
good press censorship and we shall try and keep it dall!l ; 
but the Chancellor asked me if I would just mention it 
to you. 

H.l!.JR: Which way would the ori tioism be? 

SIR FREDERICK PHILLIPS: I don 1 t know. If the 
discrepancy is too glaring there will be same comments. 

Now, the third point I have got noted is thi.a. !a 
you know, we have been having a f6w verr informal talks 
with the State Department on the general subject of 
article aeven of the Mutual Aid Agreement, and the 
first--

H. ).{. JR: I don 1 t know the b7 number. 

sm FREDERICK PBill.IPS: Well, it is a thing which 
covers everything cc the earth, what tha future of the 
rrorld is going to be, tba t the two countries are going 
to discuss, and we started with a propoaal that we 
should have aome purel7 informal til ka in London. Well , 
L!r. Winant was in favor of that, but it seems not to 
have come off. 

Well then, I think the thing veered around to having 
a oms informal talks in lilllahington, but that alao doesn 1 t 
seem to be making an7 progreaa . At least we hear none. 
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Ylell now rq instructions are theee. I was told 
by tno Chanoeilor to offer, if you desired, to explain 
tho kind of linea - the linea along winch our auggeationa 
will develop on tne monetary aide of this busineae . That 
ie exactly as you say, If you would like to hear it 
before informal talks start I would be delighted to talk 
to. you. 

H.Y. JR: Yes, I would like to hear it IIIJUlf - next 
week. Is tnat time enough? 

SIR FREDERICK PHIU.IPS: Yea, air. 

H.loi. JR: I would definitelflike to bear it. I 
would like to hear it. Next week will be tiae mough? 

SIR FREDERICK PHIWPS: I think ao, yea , We 
didn't want the thing, the idea of tneae negotiations, 
to gat cold for three or four mmtha. 

MY last point is one about excise taxes on com­
munications end transportation, and I am not sure if 
I got the story right . It runs something like this, 
that you have certain excise taxes on railway journeys 
and on telogral'h col!llllunicationa, and down to the end of 
June, I thirilc 1 t was, those wore held not to applf to 
the transportation or col!llllunicationa of a foreign 
governmmt. Since then some change in Treaaur,y regula­
tion has been made . 

Our view - the view of our adviaero here is that 
tne matter is really one of intemational law, tba t is1 
so to apeak, an intema tional law on the exemption to oe 
a matter of comity. !a regards the expenses involved 
to us, I don•t think that is the kind of thing which 
would break us, It is on the order of a million dollars 
a year . 

H.Y. JR: One million? 

SIR FREDERICK PHILLIPS: Yea, but they are, eo tar 
as the exciee taxes go, terribly frightened that thia 
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will lead to 1Dova1 .. • Ita'• a.&ti .. llaloll 
aight ooat aboat tllaf't .. IIIUUa tollUI a flU'· 

H.K.Jlb You tab tllat up 1d.tla 'Illite, ud - wbo 
would that be, Paul OP 811lll'ftllt 
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MR. EM: I WDlt Paul Ul4 _,.be both, It 
depend• oa whioh 1t 1e. It 1{ 1e a reculation 1t wvald 
be Sullhan. I will f1Dd oat. 

H.K.JR: ftat ~ - it 1011 will t1Dd out and 
then !d..,. Sir FHClePJ.ot a abaaoe to talk with tla., or 
let hfa lme~~r-

KR. WJil"ff: I will tab oare ot 1t. I will aee 
that be aeeh the proper pll'IODo 

H,K,JR: Jll right. 

SIR FREDERJ:CK PHILLIPS: !he laet point I han 
got noted h a atter ot a gentla&ll called Rocere. 
He waa onr here •~ IIODthl baok 1n connection witll_ 
Chine.. 

KR. WHI'l'E: !11, I r••ber hla. 

SIR F.HIDBRI<% PHIU.Il'S: There h ecae eugeetloa 
the.t he ahoald be poatH 1D Wuhlnaton, Ill th a '1'1• to 
e.ddaing the .U::;t.S: Ch1ne11 •h•••t •• tar u 
that IIIOIIIlta to C• I jaat -te4 to m•, quite 
prhateq1 DtMI' JOU got alq W1th hia, Dlthll' JOU 
aaw UJ oDjeoti•, &lid lt JOU dO, tell ... 

lfi. Dn'l: 1clda1D.I the Britleh llaba117 1D 
Waah.\ngtoa oa ChiD••• •fteret 

SIR FREDERICX PHILLIPS: !11, Ch1D111 queetiODI 
that COlli Up o 

KR- WIITE: I dCil' t l.aglne we would han UT 
contacte w1th hla, 
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SIR FREDERICK PHIWFS: It you don't like it, 
say ao. 

H.!A.JR: Speak frankly.· 
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JAR. WHITE: There were many Mraona around who didn't 
like him. - • 

H.U. JR: There is your anawer. 

MR. \'IHITE: I can get along with him. I don • t 
want to etand in hi a way. Let u put 1 t thia ft11 I 
think that your Govemmant could do a little better. 
Let me put it tha t wa:r, but u tar u I t.11 concemed 
in the matter I am perfectly willing to deal with him. 

SIR FREDERICK PHilLIPS: We hen a fellow callecf 
Sampson who ia at Harvard, or wae at Harvard, a 
lecturer. He was a collllllercia.l attache in Japan. Ht 
is undoubtedly a ver,r great expert on Japan and doesn't 
krow very muon on China . 

J.!R. \'1IDE : Rogers did not make a particularly · 
good impression around here . I know Ur. Bell expressed 
himself thet way, and othere, but I t.11 eure that evecy­
body would do bueine as with him, 

H.U. JR: Now I have got a couple of thinge, Doee 
thet clear your docket? 

SIR FREDERICK PHILLIPS : Yea . 

H.W. JR: Thie ia ·~r minor importance, but at the 
time it was moat irritating. You have got a man over 
here - I hope he is your subordinate - with a hyphenated 
qame, who looks after the per diam pay. 

SIR FREDERICK PHILLIPS: Looks after who? 

H.ll. J'R : The per die pay thet you pay the people 
and--
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SIR FREDERICK PHIU.IPS 1 Hllllphrt7t-Da't'iu, 

H.l.I.JR: Yea. What happened - ia he under 70u? 

SIR FREDERICK PHIU.IPS: Y u, more or less. 

H. lol. JR: He is Treaaurf? 

SIR FREDERICK PHIIJ.IPS: Ht waa an ex-Treaauey 
man - he h Treaauey now. 

H.I.L JR: He is Treaeuey now, ian' t he? 

SIR FREDERICK PHIIJ.IPS: Yea . 
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H. IA.JR: It waa 1111&11, but it waa irritating, end 
I don ' t think it waa neceaaar7. When these EnEliah 
heroes oame over here on~ invitation, throu~ Air 
VArshal Evald, through· Chief Air Marshal Portal- ia 
that what you call hfm? 

SIR FREDERICK PHIU.IPS: Portal, yea. 

H. iL.JR: They landed here, and fr011 the da7 tbay 
landed until the7 arrived back here in Waahington all 
of their expenaea were taken care of - I mean aa far 
aa hotel, end eo forth, but your people allowed th• 
the firat three or four dqa, I thinlc it waa, around . 
nine dollare a dq. We bad nothing to do with it , but 
when tht7 got out aa far aa Pittsburgh the7 suddanly 
cut th1111 off to two and a half dollar a a daJ. Well, 
having tasted thia, and being ney hip atrung 
111otionallr, moat of tbeae b07e, th•T aort of balked 
on thia thlnf, end the Treaaur{ man wbo waa tranlling 
with th1111 to d me we juat bad o do 1011ething about it. 

Well, I called up Bewley about it. You weren't 
here . Then Bewley turned • over to - what ia this 
man' a name? 

SIR FREDERICK PHIU.IPS : Hum.phre7e-Davies. 
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H.lC.JR: I thought Bnlq ooulcl have taken oare 
of it without having to bother m.e , but I had the 
darnedeet argument with liullphrqs- Davi .. over the 
telephone, and finall;y I salcl to him, "Well, llr . Davies, 
I ba ve got to ea;y to ;you t ormall7 ae Seoretar;y of the 
Treasury that I am adTiaing the British Govel'm1u11t to 
do this thing . • Well then, he said he would have to 
take it up with Loodon b;y e able, and I sai~1 "You will 
do no euoh thing. If ;you are goinR: to do tlla t we will 
coneider asking the Govel'lllllln t to take the bo;ye hcae, 
and I want an anawel' in thirtJ ainutu . • 

Well, I got the mnu. Thto he aa;ye, if ;you 
don 1 t mind m:r s apng it - he had the i.lrpertinlllce to 
tell me he thought I was all Wl'CII.g but ~he;y were going 
to do it an:pta;y . Well, aftu all, thia amcftlnta to 
&bout ninecy or a hundnd dollara a da;y fol' the Bl'itish 
Government . I doo't know ..mether ;you saw the reeulta 
of the trip. 

SIR FREDERICK PHILLIJS 1 No, 

H.JL. JR: Well, ;you can 1 t measure it in mone;y. It 
w&a t he moat tremendous suoceaa . In Boatoo, the home 
of t he sons of the Il'ish and the British, the;y tUl'Ded 
out seven hundl'ed thousand people on the streets to see 
them. The ma;yor of Boston aaid it was the finest thing 
that could happ111 to help th• in ever;y ~, and l'ight 
acrose the whole countr;y. 

I had to · be sitting late at night &rguing with 
thie m&n about ninecy Ol' a hundl'ed dollars a da;y, whel'e 
every other expense fl'CII the time thq landed to the 
t ime thq left - I thought the;y could have saved me 
t hat very disagreeable experienoe, and I wanted to tell 
you. Since the;ylmew that, nobod;y has said anything to 
me . It ie small but it ia one of the few disagreeable 
experiences I had had with ;your Govemmct, and I thought , · 
if you dm • t mind m:r ea;ying it - it ie all ovel' - a.t 
least he didn't have to tell me- -
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SIR FREDERICK P!IILLIPS: He 1e quite a junior 
that way. He ia unfit for military service. 

1.85 

H.J.r. JR: I don ' t know how old he ie. I d<11 • t see 
why Bowley u Financial Attache couldn't have handled 
it, why he bad to dump it back on 'lAY lap. If the 
Ambassador had been bare, I would have taken it up 
with him, but I really_ was quite annoyed. 

SlR FREDERICK P!IILLIPS: Well, I will take it up . 

H.ll. JR: I mean it ie onr the dam, but it was 
entirely uncalled for and I waa pleading for your OM 
men. 

SIR FREDERI<K PHIU.IPS: Yea he ie probably 
worried, of course - still he ought to have--

H.M.JR: I know, but just because they made a 
mistake was no reason for takinf it out on me. So 
muoh tor that . That closes tha , but I did want to 
tell you about it, 

SIR FREDERICK PHIU..IPS: I am glad you did. 

H.J.!.JR: J.t the time I was quite annoyed. Now, 
I have been tallcing once, and Ur. \'41ite has a nlll:lber 
of timee, with llr. Will Hays on this movie industry 
relationship with your Govel'!lllleot. We weren 't getting 
aloog very well with llr. Hays on this thing. You 
remember I originally spoke to .JOU about tliia thing 
and told you I didn't mow aeyt~~ing about it, and yru 
told me you knew practically nothing. 

Well, I happ.ued to sit at dinm r next to llr. 
Winthrop Aldrich of the Chaee Bank, largest atock­
holdere in the 1110ving picture coup aniea . I sei d, 
"WhY don't you sed a~ the principals in thue 
businesses instead of tryi ng to sand somebody down 
like Will Hays? He tries to browbeat me, to flatter 
me, and to oajole, and almoa t triea to bribe some of 
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people. I don't like to do bu1in••• like that. 
~ don 1 t the heada of the11 bu1in11111 CCDI dOIID and 
t 1 me?" 

Now the State Department bas now aeked ue to 
handle the entire thing. Heretofore the7 ban alwqe 
done it. Now they want me to do it . 

So thie moming four ot tham were in. Qle of 
them waa l(r. W1111dell Wlllli e, who it cbail'III&D of 
Twentieth Cllllturr- Fox, end three others 'llho are either 
preaidllllh or cbaii'IUD ot the boarda of the tour 
principal companies. 

SIR FREDERICK PHILLIPS: RICO? 

H.K.JR: Not RKO, but the7 tell me that they ban 
aent a cable on RKO. I told th• we felt RICO would go 
bankrupt unleu the7 got aome mone7 - tba t we bad 
indicated that to 70u. 

Now, ae I understand it, in about two weeka' time 
they can give you notice that the7 would like to take 
thi e di a cue aion up on next 71ar 'a con tract. 

SIR FREDERICK PHILLIPS: That ie right. 

H.K. JR: .llld I ude thia 1uggeetion, that the7 
deal thi1 tiae wit h 70u here rather than doing it in 
London, and that I would it that waa agreeable to 
you, aak 70U to keep me lniormed1 and the7 to keep me 
informed 11 the negotiations want along. I ul. d I 
thought that the7 would do much better if the7 talked 
w1 th you here . 

SIR FREDERICK PHILLIPS: Like llr. Humphreye-D&via, 
I - -

H.Y. JR: Pardon? 

1.86 
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SlR FREDERICK PHIIJ.JPS: Uke Jllo. Hlllllphre;ys-DII.'fies, 
I muat get author! t;y fr0111 LondCII, but I will. 

H.M.JR: Evidentl;y Mr. Willlde 11 leaving thh 
afternoon for Los Angeles. He will be back next week 
and will get in tC11ch with ;you. I think it would be 
better all around because it is quite a complicated 
thing, end I would like to personall;y be kept into!'lled 
aa it goes along. I would rather do it wltli ;you the 
I would with some person r•ote . 

SIR FREDERICK PHILLIPS: .lll right, I will tr;y. 

H.K. JR: It ;you will tell 7C11 r Chancellor tba t. 

SIR FREDERICK PHILLIPS: What are the;y alter chiefl;y? 
Is it release of funds? I suppose it is. 

H.K.JR: The;y went to take up the whole question. 
They are going to gl ve me a memorandum aa to the 
future of the indue tr;y end the effect it would have 
over the next ;year if their funds are tied up, and 
they say that the;y are willing to have your Government 
make this paymmt to RKO without establishing an;y 
precedent. The;y tell me a cable went out . I said - I 
asked if the;y had given ;you a cop;y of 1 t . I ha vm' t 
seen it, 

l.!R. 'MIITE: In that connraation with l!r. Bewler 
he indicated - Jllo. Bewler aaked him whether he wouldn •t 
wait until 111 received word to that effect. He said 
his Government was also wa1 ting to receive word1 and 
he eaid that his Government would also walt unt1l he 
heard from ;you that it waa all right. 

H.l.!.JR: Yes, but the;y said that Wednesday or 
Thursdar of this week the7 sent a cable. 

UR. WIIITB: Yea, but the;y didn't gin anything 
to ;you. This is the first we heard of it, eo in an;y 
case their GoYei'DJIImt would be waiting to hear from us . 
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H. IJ. JR: The point waa I told them if they hadn't· 
given Sir Frederick a oopy of the, cable I suggested 
they do so, and give me one. 

SIR FREDERICK PHIU.IPS: Well, I muatn't hide frCIIl 
you that I th.l.ak the amo\Dl t of money which the U.K. 
is now spending on American motion picture films is 
ver,y high, if not excessive. If it is a question of 
releasing flmds , that is another thing. 

H.U.JR: Yes . Well , someboey in your Government -
I don 't know who - the foreign office or somebo~ -
necotiated three different contracts . Waa it the 
for eign office? 

SIR FREDERICK PHILLIPS: By the Treasury, I 
imagine. 

H.M.JR: But you weren't in on it, as I understand . 

SIR FREDERICK PHIU.IPS: I was over here . I know 
roughly what they did, what was in it . 

H.M.JR: We have copies of the contracts now. 
They want to start it. It is important - it is an 
important industry. 

SIR FREDERICK PHILLIPS: It is doing very well 
as far as the U.K. is concerned. It is true we have 
doubled our entertainment. 

H.K.JR: You will ask for --

SIR FREDERICK PHIU.IPS: I will do it. 

H.U.JR: I am not saying anything yet because I 
have asked them to file a memorandum with me as to 
what , formally, they think their poai tion is . If they 
give you two weeka 1 notice, then they have three 
months, aa I \Dlderstand it, in which to talk this 
thing over. 

SIR FREDERICK PHIII.IPS : That ia right. 
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H.M. JR: But their attitude ia good, 

And then the ot her thing1 we telephoned to our 
man yesterday in London, at tne Elnbaaay, aaldng him 
if he couldn't find wt bow much in block: balances 
there were for other caDpanies, and we didn't get a 
very satisfactory answer. . 

!JR. WHITE: They didn't have muoh. 

SIR FREDERICK PHILLIPS: You mean other than 
motion pictures? 

MR. WHITE: Yea. 

SIR FREDERICK PHILLIPS: I don ' t think there ia 
very much. 

1.89 

MR. WHITE: No, t here doesn ' t seem to be as much 
as we thought, but there are aaDe unknown aUIIIS there, 
but one could guess that they are not very great. 
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At the All ied meeting i n London on September 24th, 

1941, the Foreign Secr et ary, Xr . Eden, present ed the 

AtlPntic Charter and ~ Resoluti on upon the or~aniaation 

ot poat-wpr reli ef aotiTitiaa t or the approTel or the 

Alli ed Nat ions . RepreaentatiTea of all t he Allies ( in-

. eluding the Fr ee French), ot the Dominion a Md or India 

were present t ogether With sever al membere ot t he Bri tiah 

Cabinet. At tho f irst eeeeion the Atlantic Charter wee 

endoraed by every Allied r epreaent ative prea~nt. At the 

aeoond aeeaion, Xr. Eden propoaed the, following 

reaolution:-

1Tbe Governments of the United Kin -dom ot Great 
Britain and tJortilern IrelPncl , Can~~. t~e Coll!lliOnweal th 
or Australia, Now Zealand and the Union or South A!rica, 
the Governments ot Belgiua , Czeohoalovakia, Greece, 
Luxemburg, the Netherlands, Norway, Polend, the Union ot 
Sovi et Socialist Reoublics and Yugoslavia and the 
rsprsosntatives of General de Gaulle, l oader or Free 
Frenchmen, agree :-

(1) ~hat 1t is t heir common alm to secure that sup­
plies of food, raw materials and art1olss'of prlme neoes­
aity should be made available tor the post-war needs of 
the countries l iberated from Nazi oppression. 

(2) That, whil e each or the Allied Governments and 
authorities will be primarily responsible tor aaklng 
provision tor the economic needa or ita own peoples, 
their reapeotive plans should be co-ordinated, in a 
ap1rit ot inter- allied collaboration , tor the successfUl 
achievement or the common aim. 

(3) That •hey welooae the preparatory measures 
which have alres~ been undertaken tor t h1a purpose and 
eXpress their readiness to collaborate to the tullest 
exten t ot their >ower in pur suing the actlon requi red, 

(4) That accordingly eaoh of tha Alli ed Govern­
menta and auth~rlties shoul~ ~repare estimates of the 
k1nclo and amounts or foodstuffs, raw materials and 
~tioloo of pr i me necessi tY rsqu1redt and indicate the 
order of pri or ity in which l t would deeire suppl1~s t o 
be delivered, 

(5) That the reprov1sioning of Europe W1ll requir e · 
the oost eff icient empl oyuont att er the war of the ship­
p ing reoourcee contr olled by each Government and or All i ed 
reeouroeo ae a whole, as well aa or t hose belonging t o 
other European countries, and that plano t o this end 
should be worked out ~s soon a• poaaiblG between tho 
Allied Governments and author1tiea, 1n coneultat1on as 

and 

,. -
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• 
regullll' touch baa boon eatabl1ahod 1n t h1a 'WIV/ v1th the 

Allied Qovornmonta, 

the 11&.\n wJ'k eo tv done bu bliiiJI Hldlll t1o tile 

prepara'tlon or ,,Ulla, .. bt l'lqll1r...a6. ... lfl )Wt'5 
.. 

t• A l :.11 \.. • ~ -

of pva. (,., or ~be lltiaoluUon,"'W. Ti.ncnll aUII' !· t 

~ I • I 

~~;ut~rltl.e• ,111J4el'took Ule prepG-anon of .a1l e•ftMii: 

for t~ir n.-p.li'nTe peoplu', To e~tablUh a unlro.tf• 
• 

baa1e of ollloulntlon, the Allied Pod't-1fftl' llequlreeeota 

' ' . 
Bureau 'o1roulated a papa~ outlining the baaio pr1no1plal 

on vh1oh 1t vae wanted that the AJ.Ued CJo•amaanta 

should work i n order to facilitate the oo-ord1nat1on of 

the work • ... 
'rhe common bae1D propoaed wae adopted, the metHod . . 

of 1nd1cat1ng pr1or1t1es waa accepted, and oerta1n jl1114 

oountriea made rapid progt'et; -nr Ullfte!ll"-fteft'""P,._,te 

needa of certain ateple art1olea. '1inr1 Allied CJo•em­

ment vae - and 1a - 1~~preseed by the neoeu1 t7 of aT011S-

1ng a policy of 1 aoup ' k1tohen•- r elief and the 1n~IIU'1111-

1aed nat1ona in parti cular he"re e~~pha.8izod the Tttal 

neoeaatty of 1noluding in their eatiaatee raw aater11111 

and auoh "baa to plant aquipaant end other arttolal of 

prime neoue1ty ' aa '•6.1 be neoesaary to an1111e lllduatrJ 

and trade t o reet~t. It vaa aeon Olear, &ow.Tar, ~ 

estimates of requirnente, Vbsre the obJaot 18 to ~de 

e~~plo,.ant, pr l!duoa oonauaera goode !Gld raatart JII'OGIIoUon 

r 
generallJ, are 'tar hard~r to !lake 1111d require hol:lnioal 

advtoa or hlgh ~ulll1tJ, 

A' the ••e t1•• the ulliUiaUCIII if'~ ent4 '11 . . 
p:reaente4 lbolre4 olearl7 tba~ tbatr •-~naUOII -14 

oniJ be Qlldai'Uken eftMUT~lJ ltJ oa111nc 111 as••r',.. 
up art .. 
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experta. 1'his was especially tile Ot\IO in rogftrd to quea. 

tiona wher e national tront1ers wore irrole•ant and the 

problem to be solved was one likely to II!' teo t mMy terri­

toriea 1n the s111110 fashion, e . g . medical reliot, nutrition 
' inland transport 1n Europe and tho rehabilitation of 

~ropellll agrioul ture . Advance planning is &):>001all;r 1._ 

port ant in tho case of agrioul turo, e.g. in ardor to secure 

npproprint o typos of seeds, livostook for breeding, etc , , 

and a t a oooti ng of t he Allie s on Deoomber 19th, 1941, u 

vas unan~mously agreed thl'.t a t oohnioal ndvisor:r Coc:cittes 

a~.ould bo sot up to examine the European (18riouHure situa­

tion in dota1 l ancl. to tremo r ooommonCAtiona for the consider­

ation of t ho Allied Committee . The work of this Oommittea 

baa fully justified ··'lo stop taken s i noa the Committee has 

fir Bt eolloctad -Md ..sc10ut1n1zod .. st.at1at1.cl.a. rola.tiqg tQ. the 

norm!ll • (lrioultur e ot· the eno~~y-oooup1od terr itories, and 

has commenced tho wo1•k of adJusting these figures to. take 

scoount of current changes i n l)roduotion resouroos, man­

povGr, etc. in order to estimP..to what will be moat urgenUJ 

needed to get a first harvest produood wh1oh will go as 

far ae poaaiblo to oeet local noode for toodstutfs. nus 

seod r e(luirements of all kinde, i , o, tor ooroal, vegatabla 

and foddor crops have been OX111!11n od and t ontp t1ve figures 

r eached: l1 vostook , fert111zoro, ~gr1oul tural 1111j)lomonta 

and m110h1nery Md tho m1eoella.noous noede ot !:leasant 

:produ()ors will bo dealt With in turn. Tho U.s. Dspartmont 

ot Agrioultur e is r oprooentod on this Sub-Oommitteo by tba 

ali -t.ondon and hu be em l':O'j) c 111 toa 
"~ t 'l\ t'l\e vorl< &me, 

'!be fUrther SUblaete or 

• 
d1 _, aid, 

1nlll!ld transport , me oou-

nutrit1on 

) 
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nutrition and dietary problema and the resettlement of 

displaced persons (war refugees) hnve all been inveeti­

gatbd by the Bur3au in collaboration With the authorities 

in London and papero (of ~~hioh oopi<ls are tWailablo if 

deeired) have boon prepared With a view to the appoint­

m<lnt of further technical ndvisory Committeoe on those 

subjects . Among ~he Allied Government representatives 

in London are a number of fi rst-class expert s on these 

quest ion s , e . g, a Dutch r Ailroad and oanp~ export , and 

a Belgian specialist in nutritional problems, 

Although those t echnical advisory Committees have 

not yet been eot up, consi derable progress has already 

boon made in improving tho first ostim!lt<ls of r equire­

ments. Tho annexed progress report which was presented 

to th~ Intor~1ied Oommitteo ,at. tho mpot~ng on ~~e. lJth, 

1942, summArises the position r oaoh<!d, The actual 

estimates roooivod aro available for ex~mination if 

desired, 

The Inter-Allied Bureau has also pr<lpared papers on 

the fut ure orgMisation of Relief, (incl uding an outline 

of the or ganisation required for Field Missions), and has 

undertaken discussions of many other aspects of the 

subJect: but these questions have not yet been brought 

before the Inter-Allied Committee, pending di scussion of 

the whole subject between the United Kingdom and t he 

Uni ted States Governments, and in the hope that a common 

plan could be worked out for presentation to the Allied 
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AJ!!IIXE I 1,1 

INTE!l,...ALLIED COI!MITT:g; ON POST- VAR REQYI~T8 

PROGRESS REPORT on preparation or requirement& programma• 

(Note to be read at the meeting or the Inta~ 
Allied Coamittae on Vedneadef, June l?th, ) 

1 . The Resolution adopted by the Allled Oovarruaenta 

et the meeting or September 2tth provi ded thrt 'eaoh or 
the Allied Oovernmente and authorit1ee should propare 
eatimatee or the kinde and amounts or toodeturra rev 
materials and articles or prima neoeseity requir~d end 
indicate the order of priority 1n Vh1oh 1t would desire 
suppl i es to be dal1vered1 , To aecura the naoeaaary 
measure or unH'ormi ty in the progrUiles aubmi ttad sug­

gesti on a were drawn up (Bureau P'Per No, 1) tor the in­
formation or each nAtional representative on the Inte~ 
Allied Committee on the tore in which ths import reqUire­

manta progremmaa c~ght be convenient ly preeented, It vee 

made clear that the fUnction ot the Burnau vee limited t o 

the col lation and the co-ordination or the eatimatee pre­

pared by the Allied Ooverncente, but the Bureau ottered 
to give any aas1stonoe wh~~h might be desired 1n the 
preparat ion of the estimates , The aim haa been to ensure 

the preparation ot progrNDmes on a reasonable bae1e, 

2, A auoo~ssion of oonteroncas and conversations 
have been hold by tho Buroau with the Allhd represent~P 
t 1vea to diaouas the manner in which th3 eetimatee should 

be presented end any dittioultiea which have aruen in 
the course ot thei r preparation, '!'he Bureau i taelt pre­
pAred tor each Allied country, t 1gurao for pra-var importe 

and exports arranged, in the order or t he League ot 
Nations Minimum List Claas1f1oation, t his vas dona to 

assist ttie Allied delegates in the preparation ot the 
. · Requirements atatements - in sooe caaaa t he delegatee bad 

not available the neeeaspry stat1at1oal aour.oas, 

3 , It vao agreed tbat the information given in 

respect ot each i tam ot importation ebould cover a period 

ot ei·ghteen months , ctarting trom the date or the oaae .. 

tion ot hostilities, this period to be divided into 
three parioda or aix oonthe; the raqu1reoents tor the first 

two months immediatelY following tbp ,nd.. ot the war being 

shown separAtelY aa well AS included 1n the firs t ot the 

six-monthly period&, 

4, The poa t-wpJ" estimatee have been prepared vi th 

reference to the pre-vAl' s ituation, modified by auoh in­
torcation as is available reg~Tding the present atate ot 

agriculture (including livest ock population•) and the 

. industrial oap~ity ot t he Allied oountriee. Kat1matae 

' or production in the Jll"t-Var period are neoeeaary as a 

oomparieon filth eurrarit production, The nphaliU vbl.oh 

has to be placed on prochtotlon, which i& in an1 oaae a 
Tery epproximatA oaloulation tor a number ot oommodi tin, 

\ hae 

, 
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baa streaesd the need for the greatest care i!l ~nng theae 
estilllatea. . The suggestion is t hat current production, rather 
than eet1mated post-war production, should be con81dered. 
Aa later 1nformat1on becomes available, notes on reV1eion 
of particular i te111s 1.n the estimate- Will be aent to the 
Bureau at 1ntel"\'alS so that the poet-war .. timates llill be 
ltept up to date. 

5, It wu ~>.ppsren t at an early stage, from discussions 
~11th the Allied delegates 1 that some common llPPJiOach shoiUd 
bo adopted towards the ea'Umation ot toodatutfa requirell!ents 
It wi\G evident from two ot the earliest etate111enta received.· 
that the approach he.d been different , When the method of 
est1nat1on tor Fr~nce was being diaouued, therefore 1t 
.,.88 111

utuallY agreed t hat the 111ore essential peat-war' needs 
ahould be worked out provis1onall1 on the baa18 or the 
present BrH18h cons~,;tllJ)tion and that these should be 1n<Huded 
1n the statement \tnder Priori t7 •.t.•. Bubaequent d1sousa1ona 
\11th other representa tives reRulted in a tentative agreuent 
that the present British r~>.t1on1ng stMdard might provide a 
working bas1s tor th.., oalculp.t1on ot t he tooistutrs require­
manta in Priority 1 A1 , subJect to allowance being made for 
production and for nRtional diftorences i n diets and food.. 
stuff needs , and the quantities placed in Priority 1A1 

together with home r roduotl.on, being 1n no ol\se above he 
pre-war levol of consumption . As regards thl) countries 
having large peao~nt po:?ulnt1on a, Md whore general rationing 
18 not pr P.Ot1cAlllB, 1t 1·se.a suggo.stod tbat t.bo. present British 
consumption should be r elated only to tho totm ,population 
(with some el lowanos for foodatutts rooe1vod trom local terms), 
1t boing assu111ed the.t the 9easMt populat i on would r etain 
suft1o1ent f oodstuffs on t heir holdings to enable them to 
live at a standard no t spproo1abl)' leatl than pr&-war. 

'ro enable each ot' the oountrua to show the additionel 
reqUirements necessary to bring the level or oonaumptlon up 
to pre-war, the difterenoes between the 1 .t.1 Priority end Cbe 
noraal level of oonsw:rotion are then put 1n PrioritY •a•, 
Pr1orlt:r .101 b eing reserved tor aem1.-luxur:r or non-easent1el 
toodatuffa . 
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and are also giving An in~ication ot the quantities of 
osnufaotured goods ~hlch they expect t o be availabl e 
t or exoort . 

? . I t has been suggested that countries which are • 
adopting a rationing basis for foodstuffs requirements 
eight show separately on the schedules a m.1nimum stock 
which should be built up to facilitate efficient distribu­
tion . As regards animal feed1ngatuffs , a common approach 
to the determination of the prioritise·or imoorte has not 
yet been agreed. I n a few oases, the exoeoted eouroe of 
supply tor all commodities has been included in the 
1 Reoarke1 column of the Schedules, and 1n other oe.seiJ · 
they are under consideration. Where , as may be expected, 
with the lac,k of information regarding prospective sup.. 
plies and shipping, doubt exists as to ~at-war sources, 
it has been agreed that the pre-war source ot supply 
shoul d be stated. 

e. ~here have been various dit!icultiss in esti­
mating production so na to arrive at satisfactory 
consumption figures, and in the determination or priori­
t i es . But the uork involved in sxper1ment1ng With oon>­
con stsnde.rds h~ s given uneful results. It iS oubt)1tted 

. that when t he actual r eturns coce forward for oons1der&­
tion by the Inter-All i ed Coucit tee it will be pgreed 
that the estlcp;;es at t ::ie ti!:!e of requirement• in the 
immediate post-war ooriod can bo handled in a practical 
way so as to gi-ve an equi table d1atribuUoo o( ava1lable 
suoplioe within tho l imits of tho sh1,p1ng to bo allocated 
to Euro~onn relief. 

pru:p ARATIO!l OF :U:SUI~'T PROGRAl!lt.ES 

~o ~resent siturtion with rogPrd to Allied ostioatoa 
of post.-war r equirements is as tollows:-

Belgi um and Luxemburg: 
figures of toodatutta and coat industrial require­

ments h~ve been received. Tbe 1 A1 priority foodstuffs 
are, to some extent, based upon the Briti sh conau~t1on 
level but further conoiderr tion 1& being g1 ven to poss,ible 
allowances for malnutrition to t he co-ordination ot 
feed.ingstuf:r rec·uireoents with estimataa ot l'e4uoe4 
cattle herds. A provisional Hat ot neoen ar:r :u .Uoa1 
supplies has also been subo1tted but a re91-.d 11st has 
been pro::>.l. sed. 

C zecb~ovokia: e requirements achodules 
the British oonsuoption figures 
These include medlool needs. 

have " een dl'a~ Up 1 us1ng 
tor ul'bM poPA!nttona.. 

Freno~:, bedulee tor toodstutta and industrial goods re-
ceived, With the general 1 A1 priorities corresponding 
to British consuoption. Sources ot sUP?lY have been 

received 
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received on n sepArAte schedule . Some of the figures 
e. g. of feedincrstuffs, petroleum and coal, are being ' 
reconsidereO.. 

Greece: 
• Requirements for 1 A1 priority foodstuffs only b§Ve 

been submitted, (These alloW a consumption ~- 2~ ~ve 
pre-war consuoption) , 

Netherlan4&: . A few foodstuffs requirements received but not tabu-
lated according to the Leegue ot }CAtions olaee1ficat1on, 
Further caloull\tions now being made for foodstuffs (using 
British consumption t'iguree for meat and fats), textiles 
R!ld hides, Ohemioel requirements are also being considered, 

NorWE<Y: 
Preliminary tables of foodetuffs and industrial materials 

received but without indication of priorities, Revised 
eohedulee are flOW being prepared. 

:E>oland: 
Provisional estimates of foodstuffs and induetrial 

materie.le received, These are not yet quite in final form, 
e, g, the ;>re-war net imports bsing on a separate schedule, 

Yugoetavia: 
ull lists of foodstuffs nnd induetrial requireoents, 

witlt prioritiss, hav.a.no:w ..cooa..ln and giv.e J>l'~var and post­
war production figures for eooA oomooditisso Certain rev1-
eicne to t extile eetimatee arc being oade, 

• 

• 

, 
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~rl>ld101 ot the MMti.Da witb 111-, S.tete of llax1co 

111-. llb1te'a Ottice, J'tllT 17, 1942 at 3•30 P. Jl, 

196 

Prooont1 111-. White, Jlr, Betete, 111-. B. S.nlatein IDd 111-. E. 11. S.l'QIIte~. 

Jlr, S.teta oolled on 111-. 'Mlito to <11eou11 the propoaol that Jlelo­
ioo 11q:>oeo aD uport tax on eil'f'Ol' to r&iao odditioDol .......,... DMCied 
by the llax1oeo Qovel'DlUDt, Jlr, Betete a&id that ..men tha price of ail­
ver fell aharp~ tbe export tax waa r.aYe<l in order to balp ailftl' 
llininS C011j>8111ee continue operation. 111tb tbo prea.,t increaaed de­
cand for aU,... tha llax1ean Oovemaoent would lil<o to reatore a ta:, 
ltq ten eente .., ounce, bringins the otfooti ... .arkat price for ailver 
to 4S eenta an o-. 

Jlr, llbite atated that such a action lllsht diatlll'b the attica of 
Price Adld.DI.etration wllich ia ea&er to ll&int&in price ceilJ..Dgo, and 
tho s Uver fabricators 1D tb1a oouatzy, oOM ot wboa WDuld object to 
a h1£)1er coat of llilver to tb•• llro S.tata said that it waa not fair 
to llu:ico to iozpoao a price calling on an illlportat llexicon product 
which ;yielded a eubatantiol revenue to tbo lluic&ll Oo....,_nt. 
J.lr, \l'h1te pointed out, however, thlt while tbo price ceilJ..Dg cl1d deziT 
!Lexioo ond other foredgn prcducora an opportunity to benefit !rom the 
more favoroblo market, it should not bo overlooked tbat the Treaaur;r1a 
action in aoquir1ng silver during tbo period of inad.oquate dolloDd 
prevented the price of silver !'roll !olliDs clraatioall;r. The Treaaur;r•o 
floor on ailver pricee IDd the OPA'e collins on eUYor prices ca botb 
bo resardecl aa part ot a log:l.cel prosr• o! otablliains eUftr prices. 

Jlr, l1bito tb., said tbat tbo queation or oUvor illporto ie beinS 
further oon.aidared, Becau.oe the collins prioo on aUver 1a avoided 
by .... America fll>ricatora 1lbo purohaae ellver in Jlaieo, atepe 
lltq bo takeD b;r tbo ar Production Board to control tbe illport of edl­
vor ancl to ollocato the """ of aU ...r. It 1a not quite .,ert&in, bo 
added, what will bo worked out. 

The llexican Oovet'IIIII8Dt, KCOrdinS to Jlr, Batota, ie prepared to 
uaa whatO\'er tecbnique ia .:>st 8\litll>lo to the American Qovermoent in 
attaining ita objective of deriving odditionol rn- t'roll sUver. 
As olternativo •thode of aeccapliald.ne tbia, Jlr, Batota euueated 
tha follOWing, 

• • 
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1. An 11loreue 1ll tha t.x illpoeed b7 tbe llex:l.oan Ooftr'IIIMDt 011 
silver by 10 oe~~te 811 o11110e, 

2. Coalpulaol')' aile o! eUnr to the Billie o! llex:l.co which will 
then negotiate !or the elle o! the silver, the Oove..,..Dt dariV11li 
revenue from the differeiiCe betnen the price at which the Billie o! 
uex:l.co bu;ya eilwr and the price at which it eelle silver • 

.) . Sale to the Ulxl.ted statee o! Mu:ican silver •"PPrte throush 
a011e &iiJIC7 other then the Treu\ll'7 at a price which will pe..S.t 
lluico to deri.,. addi.t.ionll revenne o! ~pproxaatel7 10 cente an 
o1.mce. 

lolr'. ll!lite po11lted out that 'lllnle the aatter wae Yer7 lt.rgel.J' one 
!or the Office ot Price .ldmnietretion and the War Prodl>ct1on Board, 
the 1'reU\Il'7 would be glad to .tacilitate dieC111eione with thes e agen­
ciu. We will tberefore prepare a __,....,_ to the Secret&l')' on the 
pros and cons o! the Mu:ican propoell. The Secret&l')' lUll' than arrcp 
an tppe11lt..lt with the Office o! Price .&dldnletration. 

Ill'. Beteta referred to the hardship i.llpoaed on ltox:l.co by the 
present price csil11lg. The llex:l.cm Government he said could have no 
objection either to a free market or to price control. If a free 
market ia establiabed then the llex:l.can Oovemment is content to take 
1ll taxes whet it can, But i1' a price control ie eatabliahed b7 tbie 
country then that price abould pend.t a reuonable benefit to Max:l.co 
out of the illproYed ll&rket s:1. tuation. 

lolr'. a. Bernste11l inqW.red what the lfa:ican ac .......... t liOuld aq 
it it were ul<ed bow a 4S cent price could be justified by the Office 
of Price .ldmniatr&tioD. To thie Ill'. Beteta replied that with a tax 
illpoaed on the apctrt of silver tbe 81lPPl7 will co clown 'OIIleaa the 
price ceUi.n& ie raieed to absorb tbe tax, 

Ill'. White rai•d thie tqpotbetioll queation, 0S14JP0ee lte%1co 
...,t ahead and put a tax on .Uver, what oould the Office of Price 
.t.d111111atrat1on do?• It would ~~ppcar tha t tbq llisl>t raise the csil-
11lg price, diareiard the tax u part of the price, or prevent the 
aile of llex:l.oan silYer at .,re than the ceil11lg price. Ullder 8ZIT 
cirouutancea, einoe tbe Office of Price .&d&inietration baa the !1llel 
word upon price ceilings in this count.,. it is desirable !or the 
llex:l.can representat1 ... a to consult tb•• Ill'• White then restated 
the conolwoion thet a .-ranclla liOuld be prepared !or the Secretal')' 
who ld.ibt then arrange an ~pointMnt with the OPA to diacuaa this 
probltoa. 

B. 11. Bernstein 

• -
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MEMORANDUM 

To: Secretary Morganthau 

From: Mr. Paul July 17, 1942 

This memorandum is intended to record the 

conference vith the President this morning, at­

tended by Senator George, you, and ae. 

198 

A good deal of the discussion ot the President 

revolved around the political misfortune ot having 

the bill passed so late in the year that the in­

creased burdens, both income and excise, would be 

vivid in everybody ' s mind around election time. 

The President did not blame anyone for the delay , 

though in his reaarks and in some remarks ude by 

Senator Geor ge on this subject, there was a slight 

vestige ot cri ticiaa ot the Ways and Ileana Committee. 

There vas no decision that anything more could be 

done vith this other than to rush the bill as auch 

as possible and Senator George promised cooperation 

along this line, saying that he would try to restrict 
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the public hearings ae .uch as possible. Senator 

George and I did. howeTer. bring directly to the 

President's attention, the necessity of conference 

committee action and Senator George made the reaark 

that the more the Senate bill differed froa the House 

bill, the longer time would be needed for thh purpose. 

The President looked over and summarized to 

Senator George the yield chart which Mr. Blough's 

office had prepared. He was especially interested 

in the fact that nothing had been done on the loophole 

end of things. He told about a conference he had had 

yesterday with Mr. Hurray. in which Mr. Murray had 

said that be was having considerable difficulty with 

hie labor leaders in any atteapt to restrict wage 

increase as long as the tax exeapt loophole remained 

in the law. The President had very clearly in mind 

some of the examples of tax avoidance you had given 

hia the day before. showing tax avoidance by the hold­

ing of State and local securities, employing some of 

the figures which you had given hia . 

• 
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With respect to tax exeapte, Senator George 

made the suggestion that if nothing could be done 

in the income tax field, something might be done in 

the estate tax field. Hie idea wae that a special 

rate of ta:~ould constitutionally be imposed, viz., 

a higher rate of tax on tax exempt securities. He 

said be had a decision which he thought would be help­

ful and I told him that we would check into this 

problem. I think that it may be a problem which 

should be passed to the Attorney General for opinion. 

The President asked what has happened to the 

Glass proposal and I told him that this proposal was 

an expedient to get around decisions of the old 

Supreme Oourt and that it was no longer necessary as 

there was no remaining constitutional doubt under de­

cisions of the new Supreme Court as to the right of 

the United States to tax the income on State and 

local securities. 

After hie discussion of loopholes. the President 

went on to discuss at some length what he called the 

other side of the picture--the problem of debt relief. 

He had, he said, two companies in mind, one in New 

York State and the other in Georgia. They are small 
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companies, he said, whi ch are obliged to pay a 

higher rate of interest because they couldn't go 

i nto the capital market and do equity financing or 

sell bonds at a low rate of interest. !he President 

stressed hie idea that eoae debt relief should be 

given. Senator George acquiesced, except that he 

noted the necessi t y of eome liaitation . to which 

the President agreed. I pointed out that a deduc­

tion for debts involved serious discrimination be­

tween per sons who saved by paying debts and persons 

who used other foras of eaving . I also said that 

the problea of debt relief was an individual as well 

as a corporate problem, and the President agreed . 

Toward the end of the conference, the President 

specifica lly asked Senator George whether he had any 

objection to an attack by the Treasury on the loop­

hole problem. Senator George said he did not . 

At the end of the conf~rence. by previoue ar­

rangement, Senator Geor1e remained with the President. 

You and I left the Senator alone with the President . 
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MEMORANDUM 

To: Secretary Morgentbau 

From: Mr . Paul July 17. 1942 

Attached is the draft of your statement 

before the Senate Finance Com•ittee which you 

might wish to examine over the week- end. Ferdy 

Kuhn has not put his touches upon it. I am 

circulating copies of the draft to various 

people in the Treasury for comment and ~uggest­

ion which will be available tomorrow and Monday. 

( 

• . -
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July 17, 1942 

STATEMENT Oi' SECRETARY MORGENTHAU 
BEFORE Til£ 

SENATE FINANCE COMlUTT££ 
J ULY 23, 19~2 

You have before you for consideration the· f i rst 

revenue bill or tnis war. I need not emphasi~e the 

eeriousnea~ or our wart ime tax problem. Taxation i s 

an important element in our power to carry on the 

grea test struggle in our history. The kind or t ax 

bill the Congress passes will have an import ant 

bearing o~ that power . 

In his Budget Message or January 19~2, President 

Roosevelt asked for addi t i onal taxee tor the fiscal 

ye~r 19~3, exclusi ve of social se curi ty taxes , of 

$7 bil l ion. On March J, I appeared before the 

Oo~itteo on Ways and Means or tho Houae and presented 

r e commendation& ror a tax program to produce $7, 600 

million 1n additional r evenue from taxes. On May 6 

I wrote a letter to the Chairman of the Committee on 

Waye and Means recommending a reduction in personal 

income tax exempt i on& to produce approximatel y 

$1, 100 mil l i on more revenue . Thes e two r e commendation• 

t ogether involved a tax program ot $4,700 million or 

• -
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additional r evenue . These amounti repr esented what 

I believed, and eti11 bel ieve, wne the very l east 

that the Amer i oan people could afford to provide. 

The Growing Fiecal Problem 

In the period since thoee r ecommendations wer e 

made t here have been striking developments in the 

fiscal picture. The total war appropriations, 

authori~ations and r equests made since March ) amount 

to about $50 billi on, making total war appropriations, 

authori~ations and r equests to date or over $200 bil­

lion; The antio1pated e]p endi tures for the f i scal 

year 1943 increased from $63 billi on in the January 

Budget Message to $77 billion in the supplementary 

es t i mstea of Apri l . The public debt on June )01 1942 

was $72 billi on, excluding t4i billion of guaranteed 

obli gations. If the full $7 billion or additional tax 

r evenue called tor by the President 1n January tor the 

fiscal year 1943 wer e provided , it would be necessary 

to borrow 154 billion during 1943. 

It is interest~ng to compare the f1ocal situati on 

here with the si tuation in Great Britai~ and Canada. 

In the fiscal year 1943 it is esti mated tha t the 

204 
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United States will devote 50 percent or ita national 

income to the war errort, Great ~rita1n in its fiscal 

year 19~3 ia expected to devote 50 percent to the war 

effort and Canada ~3 percent. Great Britain expects 

to provi de through taxee 52 percent or ita expendi-

tures and Canada 57 percent or ita expenditures , In 

the United States, including Federal, State and local 

governmente, 32 percent or total riecal 1943 govern-

ment expenditures would be financed through taxes 

(including social security taxae) u~der prea~e~n~t~t~a~x~------­

lawe, and ~3 percent if the full 87 billion additional 

regular taxe e and 82 billion additional sooial security 

taxea called tor by the President ' • Budget are collected, 

Ot course Canada and Great Britain have been in the war 

longer than we have , In tnoir first full year or war, 

namely fiscal 1941, Great Britain devoted~ percent 

or 1te national income t o the war effort while Canada 

devoted lS percent . Great Britain financed 44 per­

cent or its tiaoal 1941 expenditure• by taxation and 

Oenada 61 percent. In the nature or the oaae all or 

these percent ages are approximatione, 
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I t i~ aoarcely neceaaary to comment on theae 

figurea . It ia clear that after two years ot defense 

preparations and war production we a re devoti.ng to the 

war effort a proportion or our· netional income com­

parabl e to the proport i ons e1milarly devoted by 

Greet Britain and Canada. It le likewise clear that 

we are substant ially ben1nd these countriee ln the 

proportion ot our expenditures wnich we are rala1ng 

through te xe a . 

Taution an.d the Coat ot Llvins 

Taxation does more than supply money to t1nanca 

the war. It doea more than apportion the war burden 

now, once and tor all , instead or leaving it tor 

further distributi on through taxes after the war. 

Wartime taution aleo playa an important part 1n 

preventing rapi d and cont inued increases in the cost 

ot living. The President haa announced a seven-point 

progr am for holding down the coat or living. Ce1linga 

have been placed on prices . This raot may have oaueed 

many people to be unduly optimistic about the future 

ot the coat or living. I t cannot be t oo ,strongly 

emphaahed that it the pr ice eellinga are to be 
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maintained and rapi d and oontinuoue price rises avoided , 

the preeaure of t he l a r ge and expanding volume ot con­

sumer ourchaaing power on the diminiahing supply or 

goode must be r educed a.nd kept down. Increased taxa­

tion 1& vital in keeping down ooneumor demand, Ther e 

are, or course , many other raotora that are also 

important . Taxes cannot do the whole Job and indeed 

the good etteota or higher taxee ~Y be ottset by events 

1n eome other ae~ent or the problem, Neverthe l ess, 

what may happen in other fields ia no exouae ror not 

doing the ut most t brough taxation. Inoreaeea in taxes 

will , in any event, make the price situation more con­

trollable and leas dangerous than it otherwise woul d 

be , 

Treaaury Prosram a Minimum Program 

The Administration ' • r evenue program calling for 

$8 . 7 billion additional tax revenue vae presented aa 

a minimum. It ia even more emphatically the ve ry 

minimum today. The r evenues rrom the bill before you 

would tell below that mini mum by approXimately $2. 5 bil­

lion . 
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In presenting ita revenue program to the Committee 

on Waya and Meane, the Treasury outlined methods of 

taxation whioh lt ooneidered moat desirable and appro­

priate t o raise the required amount&, I at1ll believe 

that the aa proposals were sound and praeented the moat 

deeirable aouroea tor a revenue progr&m of this 81·z,e , 

The varioua provisions ot the Adminietration program 

era wall known end it ia not neceaaary to repeat thee 

here, I deaire, however, to am,haaize certain pointe 

which I hope will be especially oonsidered by the 

Oollll1littee , 

1. Special privileges. 

The r evenue bil l aa it stands violates the baaio 

principle or equity vh1oh 1s ao important to an all­

out war finance program. It doea th1a by leaving 

csrtain highly privileged groupe tree from tax on 

large portions or their income. 

The tirat ot theae eapeoially favored groupe are 

the r eo1p1enta or tax-tree inter eat rrom State and 

municipal aeourities. Exemption of interes t on State 

and l ootl eeourit 1es is a serious breach in our system 

or taxing according to ability to pay . For example , 

•• • 
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in one oaae, out or a total reported income or approx­

i mately $975,000, over $668,000 came from State and 

local aeour1tiea. The tax liability under the ratea 

proposed by tn.e Treasury would be $251!- ,000 1t the 

tax-exempt ion privilege were retained, but $856,000 

lt it were removed. 

How oan we e xpect to eeoure an all- out war effort 

if we go on permitting a group or peraona and ta~bla 

corporation• owning $14 billi on or State and local 

aeouritiea to go tax- tree on the income from theae 

eecuritieat How can we tolerate the immorality ot 

their tax-tree privilege? How can we eit by complacently 

while a large city at a time like tnia iesuea million• 

or dollars or new aeouri tiea and thua increaaea the 

amount or income that is entirely fre e from the war 

burdens Whioh i ncome trom all other aources muet bear? 

Another highly privileged group having large 

amounts or income exempt trom lncome tax are the owners 

or oil vella and mines. I refer to percentage depletion. 

Percentage depletion ia a serious breach in our system 

ot taxation according to ability to pay. For example, 

a leading oi l company owned 10 oil propertiea in the 
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EQat Texas field which had coat it $3 •illion . At the 

time the case waa examined percentage depletion or 

$3. 6 milli on had already been allowed and t he properti es 

still had three- fourths of the oil left, 

How can we tolerate a situation wher e owners of 

oil nnd ga a walla deduct from t heir i ncome 27i percent 

of tneir gross receipts from aucn wella - not for one 

year, two years, or the period neceaea.ry to r e turn 

investment, but for an unlimited period? Certainly we 

cannot justify thi s exempt ion en the ground that it 

encourages expl oration and drilling fer oil, There i a 

grave doubt tnat it has a substantial erreot en oil 

discovery . It would have been cheape r for the Federal 

Government to have pai d all the coat or every wild- cat 

well that was drilled in 1941 than to have allowed 

percentage de pletion and the aaacciate~ intangible 

drilling expenses , (Check ror accuracy) , 

A small but important mi nori t y or married couples 

living in the eight eo- called community property 

Btatea receive t~~ advantages Which are in no way 

commensurate to any special relationship that ma y 

exist bet ween husbands and wives in those St ates, 

• • • 
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The reaul t 18 a breach i n our system or income t axat1 on 

according to the princi ple ot ab1li ty to pay. For 

exam;>le , take 8 tully in wlll.eh t .ne nuet>a.nd hae 8 salary 

ot $10 , 000 af ter ~eduot iona. I t the family haa ita 

residence in, say, Cali fornia the ~ly tax would be 

$2,1JS, Whlle if he lives in , say, Iowa t.ne tax would 

be $2, 549 or $411 more . A family in wnieh the husband 

earned an ~ncome amounting to $50 , 000 a year after 

deductions would pay under the proposed Treasury ~atea 

and exemptions an 1noome tax of $21,018 in the eight 

co~unlty property States, but $27, )73 or 30 percent 

more in the ot her forty State s . In tn1e national 

emergency how can we sit in complacency and eoo citizens 

of these e ight State£ occupy a more favorable taxable 

otatue than those or tho r est or the country? 

A similarly favorable position is granted under 

the law to the married couples of the othe r forty Statee 

when income i s r eceived by both husband and wife. The 

tax or auoh a ,t111111ly is lower than the tu of a family 

where the husband earns the whol e income although the 

family unite enJoy the same income . 

Ve must wipe out these special pr1v1legea . How 

can we place 11m1te on wagaa and farm pri ces and impose 

heavy taxes on per eon a vi tb auta.ll incomes while legal 
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The reeul t is a breach i n our ayatem or income taxatt on 

according to the principle or ability to pay, For 

example, take a family in which tne nueband has a salary 

ot $10, 000 a.fter ~eductions , It the family hae its 

r esi dence in, say, California tne family tax would be 

$2,1}S, while if he lives in, eay, Iowa tno tax would 

be $2, 549 or $411 more , A family in Which the husband ,•. 

earned an i ncome amounti ng to $50, 000 a year attar 

deduction& would pay under the proposed Treasury ratoe 

and exemptions an income tax ot $21, 018 in the eight 

community property States, but $27,373 or 30 percent 

more 1n tho other forty States . In tnis nati onal 

emergency ~ow oan we s1t 1n complacency and see citizens 

ot these eight States occupy a more favorable taxable 

statue than those of the r est or the oountry? 

A similarly r avorable position ie granted under 

the law to the married couple& of the other forty Statee 

when income ie r eceived by both husband and wife , The 

tax of auch a .family i a lower than the tax or a family 

where the husband earns the whole income although the 

family un i te enJoy t he eame income, 

We muet wipe out these special privileges , How 

can we place l i mits on wages and farm pricee and i mpoee 

heavy taxes on persona Wi th amall income& while l egal 
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robbery ~ike the examples I have ci t ed ia allowed to' 

continue? How can we expect to place in the field 

an army of ____ million men, giving up ~heir incomes 

and risking t heir lives, while special groupe atill 

have t hi s ctranglehold? I never woul d have recom­

mended lowering the personal exemptions if I had 

t hought that these loopholes were to remain in the 

law aa a symbol of special pri viiege in t hia period 

or nat i onal emergency. 

2. E~ceea pr ofits tax. 

In my Judgment the excess profi ts tax rates of 

the bill in i t s present form are not too hi gh and 

indeod might well be somewhat higher. Hot:evor, I 

wiah to reaffirm my recommendation or March 3 that 

any tax above go p~rcent on any dollar or income 

ahould be available for r e turn to the corporation 

after the war . 

An effective excess profits tax playa an i mportant 

role in a program of war finance . It recapt ures for 

th~vernment payments for war supplies which reault 

in unnecessarily high profits . I t reassures the 

maaeea of our farmers and workers that the winning of 

the war for which they are patriotically giving up 
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the hope or higher prices and higher vagea will not 

unduly reward industry . The higher the e xcess profits 

tax is, the more eff ective it ia in aooompliahing theae 

gollls . 

However, the extremely high rata or tax necessary 

to achieve these ends r emoves an important incentive 

t o the careful use or our scarce labor and resources 

and encourages a lush growth or extravagance . Some 

i ncentive is necessary under our American system of 

business to maintain t he ett1cienoy t hat is so 

necessary to prosecute the war ettort successfullY 

end keep down inflation. 

The use of the post-war credit permits the appli­

cation of a high rate while maintaining an incentive 

to et t i cienoy. To assure that after the war the repay­

ment would r eault i n benefit to the whole nati on and 

no; merely tho corporations to whi ch lt waa paid, 1t 

should be restricted i n such a manner that lt would be 

used tor t he direct employment or labor, the conversion 

or plant to peacetime business or other usee promoting 

economic adjus t ment and growth. 

( 
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) . Tax on freight and expreas. 

One tax that would be imposed by the bill before 

you directly threatens the at ability or prices, This 

io the tax on freight and e xpreaa which would add to 

t he coat ot producing and supplying practically every 

commodity and service. In great numbers or oases the 

added coat would make it impoeaible tor bus1neeeea to 

continue to operate under the price ceilinge which 

have been imposed and th& breaohea in the price 

ceilings which would thereby be caueed would threaten 

the whole price structure . 

Import ance ot Speed in Passage 

I reali~e that the task upon which you are about 

to engage is an extremely difficult one . However, the 

Committee will be aware that every day consumed in ita 

work is at a cost or several million dollars in r evenues 

lost under the excise tax portions or the bill. Every 

day that oan be eaved in getting t hie bill enacted 

will r esult in ita producing Juet that much more in 

needed r evenue. Moreover , the rates an~ther provision• 

of the new law ahoul d be ava ilable to our c1t1tena at the 

earliest poseible time eo that they may adJust themselves 

to ita impact . 
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Concluaion 

The measure or the f i nancial burden or the war 

lies 1n what the people or this country must ge t 

~5 

along without , Heavy t axes will not in any degree 

increase what the people as a whole muat sacrifi ce , 

Heavy taxes or proper types will help d1etr1bute the 

burden i n an equitable manner and will protect both 

individuals ~nd Government rrom unneoeeeary burdens and 

disturbances during and atta r the war. I am convinced 

that the people ot the Uni ted States are prepared tor 

an all-out tax progr am and that they will have no 

patience with halt efforts , 

( 
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(Thia section was oaitted from the Statement at 
~. Griawol~ 1 e suggestion. ) 

Adequacy of Tax Base 

21.6 

Much eupsrfioial comment hae been r eported in the 

preae a nd els ewhere to the effect t hat an adequate 

program of war financ e must bear heavily on people -with very low incomes. It ia assumed that they nave 

the bulk or t he income . Analysis or the lateet ava i l ­

able estimates, however, indicates tl'.at i n 19112 only 

about ___ percent or consumer income ia being r eceived 

by persona and families who would no t be eubject to 

income tax under the exempti ons r ecommended by t he 

Treaaury, The people who receive theae i ncomes are 

in genera l at very low l evels of eubaietence, Their 

tax burdens are already heavy, often heavier than those 

or t heir more fortunat e neighbors. The i mposition or 

any substantial burden upon them would i n numerous casee 

r esult in decreased productiYe efficie ncy , increased 

expenditures or Government ror rel ief and supplements 

to income, and a general lowering or morale and hamper­

i ng of the war e rrort. It is not only equitable aa an 

l.deal , but it is also entirely r eaei ble se a pr actical 

matter t o have an adequate war rinance program which 

reaches people wi th ___ percent or t he national income 

without placing undue burde ns on the r emaining vory low 

income a , 

( 
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(Tn1e section vas omitted from ths Statement at the 
suggestion or Mr. Xuhn.) 

War Bonde 

I am glad to see that ther e ia no provision i n 

this tax bill direotly or i ndirectly r equiring indi ­

viduals to purchase Government bonds. The voluntary 

eyetem or bond purchases in which the American people 

are enthusiastically e ngaged is making good progress, 

especially with the payroll allotment plan which is 

now in process or being introduced i n man1 thousands 

or business establishments throughout the United States . 

Sales or bonds are increasing ae the American people 

come t o understand more clea.rly tne importance of bond 

purcnaaes to the war effort . Reporte~ sales of E bonds 

for the first 21 days or May wer e dollars aa com-

pare~ to 

June and 

dollars for the comparable per1od in 

dollars for t he comparable period in 

July . Likewise the F and 0 bonda aales for the first 

21 da1• or the month increased from _ _ dolla.rs io 

May to dollars in June and dollars in Jul1. 

The total sales or E, F and 0 bonds through the same 

periods nave thus i ncreased from dollars in May 

to dollars in June and dollars in July, an - -
increase or ____ percent from May to July. 

( 
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With the aucoeaa thua 1nd1oated to date and with 

proepeota tor aubetant1al expana1on, we ehould have 

the reet ot th1e year to develop and teet the errec­

t 1veneaa· ot the voluntary program ot bond ealea, 
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MEMORANDIDI 

To : Secretary Morgenthau 

From: Mr. Paul July 17. 19112 

RE: Eatiaated yield of the Revenue Bill of 19112 
( H .R. 7378) 

The Treaaury eatiaatea of the $6,1113.9 milliona 
yield of the Revenue Bill of 19112 (H.R . 7378) are 
based on the levels of business and incomes used in 
preparing the Budget estimates as revised in April 
19112. The estimates of $8,739.9 aillions yield of 
the final Treasury prograa were also geared to these 
same levels of incoae and bueineae, 

In hie remarks before the House of Representa­
tives on July 16. 1942, ae reported on page 6460 of 
the Congressional Record, Mr. Doughten said, "I feel 
safe in pr edicting that if business conditions remain 
as good as they are nov the receipts from this act 
will be more than the first estimates made by the 
Treasury and will be around $7.000,000,000. " 

It should be pointed out that if levels of busi­
ness a.nd income prove to be high enough to add $7 
billions to the present law yield because of the pro­
visions nov in the Revenue Bill of 19112, then it ie 
equally clear that the final Treasury program would 
have been a considerably larger program in terms of 
dollars than $8, 739.9 millions. 

Mr . Doughten added approximately $900 millions 
to our estimate of the yield of the bill. If that 
same amount were added to the yield of the final 
Treasury program, the Treaaurl program would have 
been one of approximately $9.6 billions. 
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DATI JUL 17 1911"' 

Ill'. 

Suggi' ed Cbangea 1A tbe ferae ot !az SaTiDga Jotee 

Sal .. ot !az aaT1Dg8 not .. in the elena 110ntha 
follow1nc their 1A1tial iaauanoe on Aucuet 1 , 
1941, MOWlted to t'l- .156 alllione, ot &1oh 
$4,084 a1ll1ona, or 98 peroent, oona1ated of 
Seriee B notee, wh1oh were 48e1gned pr1no1pallJ 
ae a Teh1ole tor oorporate tax reeerTea. 

It 1e nss-ated, u a aeane ot inoreu1q the 
attraotiYeneea ot the Series A notee , Wb1oh 
were dea1gned ae an aooa.aodat1oD to tbe aaall 
~er, u wll u to bep paoe with 1Aoreae-
1DC tax rat .. , that the l1a1t on the a~~~~unt ot 
the88 not .. Wh1oh oan be pre88nted anniUJ.lJ , b7 

aD7 holder, 1A ~eDt ot t axee be 111oreaeed 
troa $1,200 to J5,000. 

It ia euggeeted that the rate of 1ntereet on 
8er1 .. B not .. lie ra1aed to 0. 72 pe.reeat to 
br1Qa the .. 110tee qa1D 1ato line with ahort­
tera 1Ater .. t ratee 1a the open aarbt. ftle 
e~et1on 18 aleo aade , w1th reepeot to 8er1 .. B 
Dotee, that b7 pera1tt1Dg DOD-b•nk•ag oorpora­

t1011e to reoe1Te 1Atereat '"" though the not .. 
are not preee~ated 1A J>Q"MDt of hone, and b7 
pera1tt1nc the not .. to be pl844fed u oollateral, 

8er1ee B Dotee oould eerTe the a441t1onal ~ 
poee of abeorb!Dg IUluaed oorporate belano .. , and 

probabl7 do eo aore etfeot1Yel7 than oould be 

do._ b7 oftertDg a eeparate •mort-tern tap• 

aeour1t7. 
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I. kl•• of !ax !a!1yt Jot!! 

In the eltYen montha t1noe tbe7 were f1ret plaoed on 
ea,le on Allll'cl•t 1, 19~1. gro!! talet of 'l'ax tannge note• 
aaounted to t~,156 11111Uont. Of th1t uount onl7 about 
t72 a11Uont, or tUgbtl7 leta than 2 peroent, oont1eted 
of Serle• A notet, Wbilt 98 peroent oont1tted of Ser1tl B 
notet. Salet of eaoh aer1et are ahown b7 110ntht 1n the, 
following table: 

Salet of '1'~ Sa~t lotte 
Month17, Auguet 19'1-~- June 19~2, Inolua1 n 

'!'he Ser1et A DOtll were det1gned at a oonYen1enot for 
the 1111&11 t~arer and were, therefore, 1!!ued 1n •mall 
dtnom1nat1ont and bore a rate of 1ntereet aboYe oompet1t1Ye 
market ratee. Uee of thaee note• for tax purpote• b7 &n1 
t~arer wa1 11111 ted to tl , 200 a 7ear. The Serle I B not!! 
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were intended prino1~1 aa a Ylh1ole tor oorporah tax 
ruarna. 'l'tle)' were iaauad in lar .. denoll1naUona, at an 
interaat rata oo•parabla to oo~atitiYa ratae in the mar­
ket, and there wae no llu t on the amount wbioh a aingle 
talq)a)'ar oould u .. tor taxe1 annuall)'. 

EJ;~erienoe with Tax eartnga notea during the tiaoal 
7ear 19'1-2 augg11ta oerta1n 110d1floaUo111 ln tbalr ter.a 
ot 1&811&1101 'tlbloh are d1aouaaed in the tollowi11g eeotlona. 

II. l4.1a1 tauon l!r-9 PI muel u .. 
of Gr eaJIO •• 

Serle& A notea baTe pla:l'ed an unl~rtant part 111 the 
paet eleYen 110ntba. !hla -., be dlle , ln aou degree, to a 
f ailure of tba 114Jor1 t)' ot nall tu;pa)'era to ~eoiate 
the adYantagea of Tax aaY111ga notea. It -., be due to apath)' 
on the part of theae taxp&)'era; to thelr unwilllng~~eu to 
make adYanoe preparation tor 111oreaeed tax 11abil1 tlea. A 
remecl)' tor the t1rat of theee oon41tiona ia, of oourae, in­
tenaified publio1t)' and aalea effort . It it doubtful that 
there il a trul)' etteotiYI remecl)' tor the aeoond aituat1oll. 

It ia alao poeeible that a algftitioant n1111ber of emall 
tu;pa7ere find 1 t not worth their 'tlblle to purohaee 8er1ea A 
11otea beoauee of the t1,200 lllaltatlon referred to abo••· 
The amo1111t ot intereat 'llhloh oan be earned on a lll&ld.IIIWD 
holding ot theee note& ie 01111 t1 . 92 a month, or t23.0~ a 
7ear. Out of th1a a11111, the holder .uat pr1111111bl)' P&1 the 
ooet of aatelteep1ng tor the noha and, whe11 te11der1ng the• 
in par-ent of tax11, the ooat of tranala1u1on b)' reg1atered 
mail. 

It &hould &lao be borne in alnd that tax rate• are 
rieing with the reault that, with no ohanga 111 the .uiiiWl 
amount of 8er1ea A notea 'tlbloh a tu;p&Jer oan uee annuallJ, 
the bod)' of taxpa)'er& 'llbo are able to uae theae not .. to 
d1aoharga thalr anUra tax 11ab111t)' d1a1n1ahea ill ahe. 
ror IX&JIIPle, under the Re•anue Aot ot 1941, tl, 200 of 
8er1ea A Tax aartnga note• waa autt1o1ant to d1aoharga 
the tax 11abil1tJ of a alngla peraon without dependent&, 
whoae net 1noome waa about 18,!00. Under the new ratea 
propoeed b)' the !reaaur)' tor 1942, the aame amount of notee 
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would oal7 U1obarp U1e taz 11abU1'7 of a perton, 1a 1~.a11ar 
o1~1tan011, ldMIII aet 1a- 41d aot lltMid &beNt '$5,~, 

It 11 •uae•hd, tlleretore, that, a• a dn1oe to 
1nore••• •al•• of l•r1•• A !az I&Y1Rgl aotee a• well ., to 
keep paoe with 1aore&~1ag tp rat11 , tile ll111t oa ~ -llllt 
whloh Nft be u .. d •nn•llJ' 11J' eaoh t&ltp&J'er be 1aore&~e4 to, 
pemape, 15,000. ror purpo••• of •o•par1-, \he tollowlJW 
table &bon the approzbate 1a- oe111a11 IOrNipoii41JII to 
a t;1,200 11a1t 11114 to a 15,000 11a1t, Wider the proY111oa• 
o r . the lleYeDue Aot ot 1~1, 1111der the, rat .. pll"'poMd 'bJ' \he 
!reUWT, aa4 11114er U1e rat .. appron4 'bJ' the Bout• w.,., 11114 
lleaa• Oo•Uhe. Withia U1e pll"'poled 11a1t it 'IIDuld 'be 
\)OIIibl• tor hol .. n to •am a• -oh a• 1e. oo ••thl.J', or 
f96. oo aamaallJ', 1a 1Dhr .. t . 'l'h11 a.o1111t '11Dul4 pll"'bab}J' 
otter •utt1o1eDt attraotioa to a l&ree a .. ber of tazpaJ"er• 
who are aot now 'INJ'iag S.rh• A !az I&Yiagl aot ... 

Approzbate aet Iaoo•• S.tore Pertonal J:D•pUoa 
Whiab Would 'be eu!~Jeot to faze• of 

f;l,200 ud 15,000, llelpeiUYilJ', 

AMU&t 
of !az 

11,200 
. 5,000 

11,200 
5,000 

11,200 
5,000 

Uader Var10UI Oon41UODI 

: 
1941 Rat•• Propoled 
Lew 'bJ' !1'1&1111'7 . • 

A. l1ftlle pertoa - ao .. pell4eDU 

I 1,800 I 5.~ I 6,100 
. 20,200 . 15,100 . 16,~ 

' B. llarr1ed per10a - DO .. pendent• 

I 9,600 I 6, 000 • 6,800 
. 21,000 . 15,700 17,100 

o. llan'ied periOD - two .. peadeat• 

110,~ 
. 21,700 

I 6,600 
. 16,,00 

I 7,600 
. 17 ,,co 
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I II. Intereet Bahe oa hri .. B ••• 

At the Uae tlaat tbe7 wre tiret i .. uu., the 1atereet ( 
rate on the Beri .. B notee wu approx1aatelt 1a line wUh 
aarlret rat .. tor ehorti-tel'll aone7. 81noe that Uae bonnr 
ehort•tel'll inter .. t rate a in the open aarlret ban rltell nb-' 
•tant1all7· Tbe fello111DC table ooapare• the 71el4e of 
eeleote4 ebort•tel'll ~a•urt aeour1tiea on Aucu•t 1, 1~1 
an4 on Jult 1, 19~: . ' 

Ooapar1eon ot Xiel4e on Sborti-tera 
freat\11'7 8eourit1ea 

.t.usuet 1, 19 .. 1, all4 J1&17 1 , l~ ~·. 

!hree-aonth freaeur7 billa 
(taxable) · 

BeYen-aonth freatUrJ oertii­
f1oatea of 1n4ebte4nea• 
( taxable) · 

One-tear !re~aurJ note ( wholl7 
tu-exeapt) : 

2 peroeat due 
Septeaber 15, 1942 

1 peront dlle 
Septeaber 15, l94J 

( Peroent) 

O.J6o !/ 

0.61 

O.J5 

!/ .t.nrece rate ot 41eooUIIt tor b1ll e 1uue4 at date 
neareet t o .t.upat l, 1941, an4 Jul7 1, 1~. r .. peot-
1Yel7• 

~ l one outatan41111· 
~ &xoeaa of pr1oe oYer aero t1el 4 . 

ID Yhw ot the ohaJICe 1n aarlret oon41 tiona, 1t woul4 
&PPtlof that there 1a warrant tor an inorea•• 111 the 111ter­
eat rate 011 t h1• · aerie a of fax aaY111&• not.. . !o be aure, 
aonthlt aalea haYe oont111ae4 hl&tl, 4eap1te thla. 41aorepanot 
111 1nteren ratea; tnat aalee atatat be oona14erabl7 larpr 
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it tho rato on tbe tax 1101ieo wre ln olooor lll"•••t wit:ll 
aarkU ratu. U wollld oooa h1&bl7 4oo1ra!>lo , howonr 
that an7 rau ool ootod bo oao 11h1oh t:lloro 1o a roaooaoblo 
ohonoo of ao1ntaia1q for a protraoto4 por1o4. J. oortu of 
troquont rato illoroaooo weald haYe a 41ot1notl7 uaoottliq 
ettoot on tho aarket for ohor1-tora ~ro~lurJ 1oourtt1o1. 
A r a to of o. 72 perooat, 11h1oh ooao1 to 6 oonto a aontll per 
$1001 11 ouaootod a1 bo1ag proba!>l7 tM lowoot ra1ie mtoh 
ooul<l 1atol.7 bo aa1ata1nod. 

IY. 

'l'Mro hal boOD a sroat 4oal ot 411CNI01on ot outtablo 
.. ano ot 41nrt1q t o tho ~NUUJ'7, for t:llo Rl' offor1, 
wauood balanoo1 of aon-fl.nano1al oorporauono. !hooo fWida, 
11h1oh artoo to a oono14orablo olttont froa 41a1auUoa of 
1nonto1'1o1 and pootpo.DoMat of oap1 tal OJEPOD41hrol , wt1.1 
proba!>l7 boooao 1110roaotnc17 iaportant u tho Rl' ooaU•••· 
One tunot 1oa of ·~ 11euanoo of ~rea.11r7 oer t1f1oatol of 
tndebtodnoiO 11 tho proY1o1oa of a ohort--tora 1nY .. taoat 
inotNMat t o a!>ool'b thoa. 0oD01dorat1on hal aleo bee 
g1Yon to the oftor1ac of a ohort-tera tap oeo111'1t7 f or tbe 
1a• purpooe. 

Suoh 41ooulo1oa 1.11uall7 inYolYol a aon-aocottablo 10ou­
rU7 rodoeaoblo at the hol4or1 o doaand at a pr1oo 'llbioh 11 
part of tM oontraot; aad to 41ooou"-o proaaturo ro~pUoa, 
the ra1ie ot 1ntoroot 1e 1.ow dnl'1n& tho oarl 7 part ot 11:o 
tera aad inorouoo anorwar4o. n oholll4 be pointed out 1a 
thlo ooaneeuon that 8er1oo B ~ax O&Y1ft&O 110too wollld, &nor 
ol1gbt Obaagoo ill tM1r torao of. 1oouaaoo, oat1of7 aoot of 
tMoo roquiro•ato wt~ut a441DC a110tMr opooial·PIII'JIOOO 
~&0111'7 1oouo to aa alroa47 ooaplox 11ot. 

~o aoooapl 1oh thlo oad, 1t would be • ooo•&l'7 tirot, to 
porait oaoh ro4oapt1oa with aooNOd 1atoro1t attor o1x 
aontho froa dato of 11ouo ( tM aotoo are aow rodooaab1.e for 
oaoh w1~ut 1atoroot or aooopta!>lo f or taxo1 w1tll 1atoroot 
aftor throe aoatho f~• uio of 11ouo); and, 1ooond, to 
porait the note1 to bO pledged a1 oollateral 1a tho O&M 
aannor ao 10 poraitted 1a the oao• of the reotr1ote4 2-1/2 '1 

,. -
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ot 1962-67. • ProT1a1ona with reepeot to re~~Uon tor tax 

purpoa .. would reiU.in unohanpd. '1'he oaeh re~aptlon pr1T-

1lese 11'1th 1ntar .. t ehould not, ot oour .. , be ... de aTailal>le 

to banlta accept1ng dneM 4apoa1b. U theae chance• ftl'e 

made , 1t would al80 be 4ea1rable, but not neceuar;r, to 

exten4 the ... turu:r ot the ler1ea B not .. to 3 :r•ar•· 

J. dual-pul'poae 1aaue, aueh ae the one ~Uan&hd, aa 

compa.red 11'1th the 1aauanoe ot a new aeparata r-lhort-tera 
tap aeoiiE'i t:r• would han the advantase troa the point ot 
View ot the 'l'raaaur:r that it would baTe an aaeurad euooe .. , 
a1nce 1t would haTe the baokl.os ot the popular1t;r ot the 
tax not .. to rel:r upon. LUte the ehort-tera tap, 1t would 

alao proTide the V1otor:r rund Oollmitteea 11'1th a oonatant 
backlos to work on. 

It 1a &lao bel1ned that a c!Dal- purpoaa iuue would 
probabl;r haTe attraot1ona t or oorporatlona 11'1th 14le bal­

ance• which neithar a a1nsle tax-nota nor a abort- term tap 
iuue would haTe alone. On the one hand, there would be no 
need tor corporat1ona to oont1ne their purchaeea to tha1r 

eatilll&ted tax l1ab1l1 tlea. On the other, acoeptabil1 t ;r t or 
taxea would aaka the note• aore l1qu1d beoauee 1t would 
otter the holder& an alternat1Ta t o oaah rede~tion. !hie 
altarnat1Te would be upeo1all;r Taluable t o thou corpora­

tiona which, deep1 te all aaauranoaa, are reluctant to pur­
ohaae obl1sat1ons 11h1ch oan be raal1r.ed uPOn onl:r b;r t oraal 
delll&ftd upon the 'l'reaeur:r t or oaeh red .. pt1on. !he proT1a1on 

tor borro111ns would proTide another •out• tor holderl ~air­
ing that their nee4a t or aone:r ahould be kept anon;raoue &I 

tar aa the 'l'rauur:r 1• oonoarned, a• nll a• proteot1ns all 
holder• asa1net pou1ble lou ot 1ntereet due to eud~n tam­

porar:r deaandl tor oaah. the aaount ot euch borroll'ins would 
probabl;r be eo aaall, hD111T&r , that the 1ntlat1onar:r aepeot 

ot the 111atter oan be 1pored. 

• In oaaa the notu are aoqu1red b;r banltl ae a r .. ult ot 
default on a loan, the;r oould be redee•d at or1g1nal 

coet, plue aoorued 1ntar .. t up t o the t1• tba;r oaae 

into poeeeee1on ot the bank. 
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TREASURY DEPARTMENT 

INTER OFFICE COWWUNICAT10N 

OATC July 17 1 1942 

TO 

SubJect! ngee in Prioee and Yield1 ot Government 
tiel 

During the week ended la1t night, the aarket tor Go•-
ernment 1eouritie1 ehoved little oha"S', with the tone .. •. 
eaey. The new 2 1e of Deoember 1949-51 opened at 100-4/32 
on Friday, the first day of tra41ng, and ha4 1llpro•e4 to 
lOD-6/32 at the olo1e yeeterday. The re1trioted 2-l/2'• 
ot 1962-67 alao ao•ed oontrary to the general trend, gain­
i ng ~/32 during the week. Both the taxable l-1/2 peroent 
notee and the 2-l/2 peroent bondl of 1967- 72 declined 
l/32, oloeing laet night at 100-6/32 and 101- 6/32, 
reepeotively. 

A oompari1on ot current prioee with thoae of Karch 19 
shove that abort- and medium-term eeouritiea oontinue eub­
atantially below their levels ot that date. Prioee of 
longe~term bonde have generally impro•ed. (It lhou14 be 
noted that the prioe deolinn of the mort- and aed1wa-tera 
eeouritiel exaggerate the real 1ituation 1inoe they retleot 
amortir.at1on of pr•.iuae as we11 ae real aarltet deol1ne1. 
The 3-1~• 1 ot 1'~'3-4<;, tor euaple, 1how a deol1ne tr<a 
Maroh 19 of 1-3/32: Of thie, 28732 il due to amortir.at1on 
of the pr•iua and on1y 7/32 il retleote4 in an inoreaee 
in yield. !'he ~l~fs of 1947-52, 8howing a deo11lle 111 
prioa ot 20/32 troa Karch 19, aotua1l7 mow a deol1ne in 
yield aleo, a!ld the -e il true of a nuaber ot iuuea i .n 
tho i ntel'llle41ate aatur1ty range.) 

The average rate on the veeltly bill offering vae 
o. 365 poroent, 1UIOh&nge4 f1'0II a wetlt ago. Oert1t1oatee of 
indebtedne n were firm, the yield on the new 5/8 peroent 
itaue remaining during the week at 0.61 peroent. 

Puroha1e1 bt the Ped1ral Open Xarket £ooount during 
the vellt vert eub1tantial, totaling e203 a1111on1, and oon­
litted ot e105 aillione or b1lle1 t75 a1111on1 of oertifi-
oatel and e23 a1111on1 of other ~ble i 1eues, principally 
the l-1/2 peroent notee. 8ales !fgrtgattd 117 aill1one and 
bill aaturit1el totaled another e36 a1111one, to that the 
net inoreaat 1n the portfolio va1 e150 aillion1. 
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Table I 

Pr1oe and X1t14 CbanS•• ot Un1ted 8catea 8eour1~1ee 
J\UJ' 9. 1942 \ o Jlll7 16, 1942 

8aoo4 or b14 &D4 aa-•4 

Seour1\.7 
Pr1oee Y1e14e 

JIUJ' 9, 1942 : JIUJ' 16, 1942 : Obanc• ;:-J::u::l7--:9:-.-1:-:9:::42::-l.• -:J:.\UJ':-.:.::-:;16;.,-:-1911-:-2-:-, -0~---

2-3/~ 
2- l/2 

J-3/~ l'~~tt:~ ~1/S 6~1 il6-11.9 
11-1/11 10/1 ~7-52 
2 12/1 ~7 
2- 3/~ 3/1 48-51 

2-1/2 9/1~111! 
2 12/1 411-~ 
3-l/8 12/1 *9- 2 
2-l/2 12/1 119- ~ 
2-VJ 9/11 •. ,50-5 
2-~~ 6 1~51-54 

tl/4 1~i~~~=~5 
2 6/1 »=! 2-1/- 6/1 511-
2- 7/1 3/15/55-

t~ ~~~~i~ 
2-)1\ 12/15/io-65 

aro 

100.019 
100. 009 

100.06 
99.24 
99.10 
99.12 

100.07 

101. 05 
100. 10 
100. 08 

100.01 
101;,01 
101.05 
10}. 05 
100. 08 
101. 07 

100.12 
100.22 
100.2} 
100.23 
101,0i 
100.29 
100. 16 
101.0} 
100. 19 

102.19 
103.05 
10fl..o6 
107. 09 
105. 13 
105. 02 
109.06 
107.00 
107.12 
:Ll5.02 
10f>.14 
107.15 
106.27 
104.12 
110. 20 
106. 15 
106.27 
108,21 
110. 20 
105. 08 
10}. 20 
105. 16 
110. 16 
109.2"' uo.oo 
110, 17 

100. 019 
100.001 

100.0~ 
99.2~ 
99. 09 
99.12 

100.06 

101.05 
100.10 
100. 01 
lOO. o6 
100 . 03 
101;.00 
101.05 
10}.04 
100. 12 
101. 06 

100. 10 
100.20 
100. 22 
100.22 
101.00 
100.21 
100.15 
101. 0) 
100.18 

102. 11 
10}. 0] 
104. 00 
107.07 
105. 12 
105.03 
109.04 
107.00 
107.12 
115. 00 
101;,16 
107.17 
106,29 
104,15 
110. 18 
106. 16 
106. 28 
105. 21 
110.20 
105 . 07 
10}.14 
105.15 
110.15 
109. 22 
110. 00 
110,15 

Deo1.aale 1n pr1oee ot oert1t1oate• are oente. 
Exoe11 ot pr1ot o•tr &tro y1e14. 

.ooo 
-.001 

-.02 
.oo 

-.01 
.oo 

-.01 

. oo 

.oo 

.oo 
+.02 
-.01 
.oo 

-.01 
+.04 
... ol 

- . 02 
-.02 
- .01 
-.01 
- .01 
-.01 
- . 01 
.oo 

- .01 

-.01 
-.02 
.oo 

-.02 
... ol 
+. 01 
- . 02 
.oo 
.oo 

- . 02 
+. 02 
+.02 
+.02 
+.0) 
- . 02 
+. 01 
+. 01 

.oo 

. 00 
- . 01 
- . 02 
- . 01 
-.01 
- .02 
.oo 

- . 02 

·" . 61 

,47 
,87 
. 95 

1. 17 
1.~ 

2. 00 
2.~ 
2.12 
2.23 
2.48 
2.44 

0/32" 
.i6 
· 35 

:~ 
. 46 
. 49 
· 50 
· 53 

:~ 
.55 
. 96 

1.02 
1,00 
1.19 
1.17 
1. 20 
1. 28 
1.15 
1.}1 
1,14 
1. ~9 
1. 60 
1.57 
1.!i0 
1.70 1.1 .. 
1. 65 
1,6I; 
1 . 7" 
1,94 
1 . 96 
2. 01 
2.o6 

. }6 

1.78 
1o95 
1.96 1.H 1. 
2.0 
2.12 
2 . 23 
2.111 2." 

.os 

. 2~ 

: ~i 

~u 
.~ 

.oo 

.. . 01 
.oo 

+. 09 
.oo 

+.01 
.oo 

+.01 

- . 01 
.oo 
.oo 

- . 01 
.oo 
.oo 
.oo 
.oo 
.00 

0/32" 
+.07 
+.02 
+. 02 
+ .01 
+. 01 
+.01 
-. 01 
+.01 

- . 02 
+.01 
-.02 
+.01 
.oo 

- . 02 
+ . 01 
- . 01 
-.01 
.oo 

- .01 
- . 02 
... o1 
-.02 
+.01 

.oo 

.oo 

.oo 

.oo 

.00 

.oo 

.oo 

.oo 

.oo 
:~ 

.. . -
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Table II ~9 
:Price and YUle!. Oban&oo or UnUocl. Btatoo Boc>ur1heo 

llarCh 19, 1911:! to Jlllr 16, 1911:! 

on ••an or b1cl. and uucl. 

seour1't7 

Pr1ooo Iiolcl.o 
I IC&rob 19, 1911:! I JulJ 16, 1911:! I Chan&& :.-:;IC&ro:::::::b-:1::9-,-:::::-::-J~ul::.:J=l~6:"",-1-91!;!-";"1---

3 
2-1/ 11 
2 
2-1/4 
2-7/8 

2-~ 2- /"4 
2-

100.12 
99·31 
99 . 21 
99. 29 

101.28 
101,04 

100. 12 
10}.23 
lOl. o& 
10}. 05 

100.27 

101. 04 
101. 11 
101. 04 
101, 03 
101.16 
101.10 
100.27 
101.16 
101. 00 

10}. 21 
104. 06 
105.06 
108, 11 
106.06 
105.28 
110 . 08 
107. 28 
108. 08 
115.20 
104.2} 
107,28 
107.07 
104.21 
110.22 
1o6.16 
1o6.20 
108.18 
110. 20 
104. 29 
10}. 10 
1011.28 
110.00 
109.10 
109.12 
110.00 

Deolaala 1ft prloet o f oer~1.t1o&t41 are oen'•· 
I:Xottt ot pr1oe o•tr a.ero 11-•14. 

100.019 
100. 008 

100.04 
99.211 
99. 09 
99. 12 

100. 06 

101. 05 
100.10 
100.08 
lOO.o6 
100.03 
104.00 
101.05 
103.04 
100.12 
101.o6 

100.10 
100.20 
100.22 
100,22 
101.00 
100. 28 
100. 15 
101.0} 
100.18 

102.18 
10},0} 
10fl..o6 
107.07 
105.12 
105.03 
109. o"4 
107. 00 
107. 12 
115.0Q 
1011.1.6 
1.07.17 
1o6.29 
1011.15 
110.18 
106.16 
106. 28 
108. 21 
110,20 

1~.07 10 .18 1 ,1i 
11 .1 
109. 2 
110.00 
110. 15 

-.oe 
- . 07 
-.12 
- .17 

- . 23 
- . 20 

-.09 
+.09 
-.01 
-.01 

+.11 

-. 26 
- . 2} 
- .14 
- ,1} 
-.16 
- . 111 
-.12 
-.13 
-.111 

-1.0.3 
-1.03 
-1.00 
-1.0"4 

- .26 
-.25 

-1.0"4 
-.28 
-.2& 
-.20 
-.07 
-.11 
- . 10 
- .o6 
-.oil 
.oo 

+.08 
+.03 

.00 
+.10 
+.08 
+.19 
+.15 
+.12 
+,20 
+.15 

. 20 

: ~l 
, 84 

1 . 02 

1.96 
2. 09 
2.12 
2,211 

2.46 

,41 
.57 
.72 
.91 
.9"4 
.90 

1,11 
1.09 
1.1} 
1.3} 
1.1~ 
1.}5 
1. }) 
1 . 28 
1.65 
1,60 
1,66 
1.74 

1 .~ 1 . 0 
1. 
1.80 
2. 00 
2. 01 
2 .07 
2,10 

.)6 +, 16 

.II} 

.6l. 

.56 

:n 1. 
1. 

1. 78 
1.95 
1.96 
1.97 
1,99 
2,011 
2.12 
2.23 
2. 114 
2.11"4 

+.19 
+.11 
+.12 
+,15 

+.11 
+.12 

+.0} 
-.05 
.oo 

-.01 

-.02 

=~~If 
:: 1~ +. 1 
+,1 
+.1} 
+.10 
+o1} 

+.15 
+.18 
+.11 
+.o6 
+.08 
+,08 
+.09 
+.01 
+. o6 

::~ 
-.02 
.oo 

-.01 
-.oil 
::~ 
-.~ 
- ,oil 
-·~ ::ott 
- .o6 
::~ 
-.~ 
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DATC J'fll7 17 0 19112 

Loac-tar. !N&ftl'7 boa48 llan u4erpu 11 Ub aot 

~ 1a priM dnoo AprU ~. Iahr.o41aw llo114e 

aD4 11ote1 llan booll 1oaowhat ••U. (Ohan I). Loq­

ter. boza4e aH aow alloat oao pout. 'liiliw t:lao 1,n11 

J111t befoN Pearl ~r; 111Ulo 1ahftle4.1ato-wr. 

boll4e aH allout 1-112 po111t1 below ~ lenll at 

Chat u... 
R1Sb•gra4e oorporato eeDIIr1t1ol baYo 

11Ulo Yar1aUOII 111 p1'1M UIIOI ~::"'j~~i 
Mwl1o1pall, 011 Ul.o oUI.or llaa4, baYo 
lha411J. 

!lie f11'1C 11boa• 1111114 qt&OtaUoa oa Ul.o IIOW 2 PINOII1i 

!reallll'J boll4 of Doooabor 15, 19119-51, wao loo-.J/32 

b14. At tho olooe Jeote1'4aJ Ul.o b1l waa 1oo-5r32, 

lqai.Yallat to a J1114 of 1.94 pol'OIIIt, wb.l.ola QpoaH 

to be 1a 11111 w1 Ul. t ho aarll:at tor t~le !l'O&IIIl'J 

boll4e (Oban III) . 

I11 U1.1 · Ul.l'OI aaJor lwiaCI ot tho boll4 aarut 111101 

~~ low 1a 8opt1all1r 1939 , toUonaa tho outllr1ak of 

tho war, aa4 111olu41 .. the partial n1aa 1QI to U1.1 

Pl'OIIDt Uae, !l'oallll'J lloll4e baYI 1'11111 1a priH 'J 
Ul.o lquiYalot of ao bali• po1atl 1a J1114. Ia uaa 
.... por1ecl auio1pal &114 b.l.&h•CJ'd.l ool'pol'Otl llollll 

llan p1al4 tho 11(1&1Yaloat of ')a lladl po1ate ul S7 
bal1e po1ah, l'OipeoUnlJ. Ml&alo1pal lloll4e ban, 1a 

coael'al, eboa Ul.o &l'lat11t •ar1aUoa 1a tho11' aaJor 

~·· Gilo oorporaw boD4e ban an Ul.o bad 

( Cllart I't') • 

BeHatljo Pa~18ba4 lata UoW Cllat till 0 1111i Olll'NDC 

1&1'111JI&I0 of all aabor bull:o tor 61 oallll4al' Jear 

1~1 ftl'O till h1pllt diiOI 1931, aa4 that 0111\ prOt1tl0 

Wll'O tho h1&hllt, w111a the UHpUOII Of 193,, 811101 19~• 
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I . UaU!4 l!r.W! Go••-• 1!!111'1U!! 

8111oe AprU ~ (~ ~ pelat ot ~ IQil'1ac ..u7 ) 
tis! pr1o .. ot loDC-t!N !I !fti'J 'MM! baft ud!....- .:117 
UUle aet ........ Iat!N!'hh 11!114! aaA !r!uvJ •ie• 
oa tllo other Mil&, haft ll!ea ,_,..., ... ,. (~). • 
Pr1oo ob!ape e1ao! Apr11 ~ are !lien, •1 -~ONI 
1a the tollow1•1 t!lll! l · • 

I 
I 

(Ia ~-·····••> 
!2!!1. 

15 J!al'! aa4 •••r to oa11 
5-15 ,..,. ... oa11 

!ill!. 
J-5 , • .,.. 
1-) , • .,.. 

- 2 
-11 

-1) 

-10 

Boll4! w1taa 15 ,..,.. er •n te earu .. , ..U tatoe are 
uw abolat; •• pe1ato llel .. Ule1r pn-harl ~r J!l'1••• , 
wh11e bon4! w1 til 5-15 J!al'e to oa11 an a)lollt 1•172 po1ate 
lower tllea t:lae7 wn •• DeoeMer 6, 1~1. 

II. O~r De! .. U! ~-p&! 8e!U'1U .. 

B1P.~in&e eorperato •••IU'1U!I ban ut Yar1e4 ll'!!tlJ 
1a Pr1N !I' 71!14 tor I!Y!ral -tlaa. ~ !I"!UUII7 aY!ftP 

ot tile J1elta et •• ••oiii'1U•• ... 2. 1• pei'Milt •' tis! 
olO!! • .T.a~J 16, u .. ...,..,... w1U 2. n penat - April • 
(£!(! U }. Jllla1o1pall Uft ~·!4 ta1r1J et;eaUlJ !UM 
~ ei4Alal !f April. !11! Dew-.Toa!f ........ of til! J1!lta 

•t t ... ;;; 110-J!al' ............ , 2. n ... ,...., l!et ll&tutq. 

u -..ret wUIII 2.~7 pel'!!llt • Apl'll •• 
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III. fte ••• 2 hroou aou 

Oa tho taT. ot ~o _, ot ~o an I poroed 

rroaoiU'J boa4 ot llaooatler 15, 1~, ~ ~1• I'• ot 

Soptoa\lor 15, 1911-9-51 .. .uaot. !lrJJ-aaa 'Ia• bult1o I'• ot 
Juao 15, 19119-"51 toU 11/J~. l1aoo .Ua prloo obaape 1a 

tha' IOOWJ' ot .U .n.• ba1'o ltooa -.11. 

Regraded Unclassified



oa PobNal'J 11, 1~. li.DM \h1o laUor Cah, fHUUT 
bon4 pnooo ba'IO l'lH& liF Ucl•t halt ot ~1r .. .u .. 
tol1owtas oa7 ••'ual 1aYe1~••••' 1a --. war. 

233 

)lualo1poJ. 'lloaA PI'1M•, GUo paoral17 •nac 1a -­

toNUJ ntll tbooo ot ~ 'lloiiCa, lauo 1'1- •" 

rap141J 41&1'1AI upanaf• oat. talloa •" obuplJ 1a .... _ 

nlaC•· 'fhlo aoUoa • oopoo1all7 PJ'OIIOU1oo4 olaoo h&J'1 

llarbor •-••• 1a 811&1Uoa 'o oU' .. olal'aUoa ot war tlai'1Jic 
thh a-n1q, 'baN baa Mea a •J•r dWIIPt to N•'IO 
the t&X'"IltOIIPUOa toa'-"0 Of .. ,., ..... ,., -1o1,a1 lloa .... 

Br tho .... toltoa, 4&1'1&1 ~. 0111'1'0&' •P••laa, \h1o propooal 

wu HJeote4 'IIJ 'ba Bolloo Wa:ro aD4 ..... o-J.Uoo, wbj.M 

u.4oubtot.l1 aooouh tor a porttoa ot 1:ho NlaU~o aa1a 
wbioll &11111o1poJ. 'lloa4o lla'IO oaJo:rot. nor fi'O&OUJ boa4o tuo-

1DC 13lo OQI'I'OJlt upowt.ac. 

Blp-ara&o oorponw 'lloa4 pl'looo ba'IO, tor tbe ••t 
part, •'104 wi~ a JlOl'I'OWr l'Up tllaa Uft o1tlwr fNUU7' 

or IIWI.1o1poJ. 'lloa4o .. 1'1., ~· )101'1o4. the paol'&l tN ... , 
hownor, llao booa 1a MrraiQ' w113l fN&O\II'J aa4 -.nlolpal 
'boD48. Oorponto 'lloa ... , lllto fftaar:r ... _,olpoJ. 'llo .... , 

&1'0 C1111'1'0JlUJ bo1" tlle1r prn1o.o. la1Cil0 .. Ullllebe4 11otoi'O 

Poar1 Harbor oat. 1a ~oollber 1~. 

ft.Uo , 1a aoaoral, fi'O&Rl'J 1Mia ... , ...Uo1palo, aa4 
h1Ab-11'114o oorpon'• 'boa4o lla'IO _ ... 1a ualooa, rbla& &114 

ta111na topthor 4ul'1&e 'ba •- pol'1o4o ot tiN olaoo 
loptoabor 1~J~ , aun1o1pal boa4o ba~o I'OI11tOI'I4 \he groatoot 

not p.rioo l'loo, ao •&IUI'04 liF Jio14 •~•rasa•, with fft&IIU"J 

boa4o ooooa4, oa4 IU&b-lft'le oorponteo lut. rro. 
loptoa11or 26, 1~J~ to hlJ 16, 1~, -.nlo1f&]. 'llon4 Jiol4o 

ban 4ooroaoo4 ~~ bUll polato, 'llhllo troaoiU"J 'bon4 J1ol4o 

ban 4ooi'Oaoo4 10 bao1o po1ato, aa4 h1&tt-lft4o oorponto 

bOllA :r1ol 4o ha'IO 4oCII'Oaoo4 57 bu10 pelato. 

fi'O&OUI'J oa4 h1p-a:;ra4o OOl'pofttO lloD4o MYO I'OOOTOro4 

aoi'O Of tl:l.o11' poot-h&r1 a.,r'bor loiiOO, boW'fOI', tllaa 

8Wlio1poJ. ~. Olll'rent}J, fi'O&Rl'J oa4 oorporaw 'bon41 

ban rep.1Do4 1a wrro ot :rtol ... , all lNt 12 bao1o polaU 

an4 1• iao1o PalaU, NopooU~•l7~ ot tl:l.oir 1ooooo, wbllo 

8Wlio1poJ. 'lloa4 r.•l4o &1'0 ot111 2o bao1o polaU troa tl:l.o1r 

Deo .. bo:r ' lo'IO • 

., • ..libel' !!t!l!5 Sarai!lfl 

Ia ~1n ot 13lo .... 11 11b1oll beo boon plaoe4, t1'o11 

UM ~o Uao, 'bJ repi'OooataU'IOO Of tiM Po41ral .. oono 
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a11tea 11pon the neecl of uuer banka tor earnillp, the 
1at11t aYa1lab1e f11\U'11 &1'1 1llWNIUq. 
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!Ill .r- reu:;r Be11rYe Bl&llet1ll lhowa tllat the •ut 
o11rrent aara1114ra1 o iii ... bir lliiiia for the aalea4ar ,.u 
1941 aaoliDtecl io ~~ a1111ona. '!hla 11 tha hiChe-' a1Doe 

19}1. 

!he 1 net prof1ta• ot all ... ber b&Dka -- 1. e ., •net 
0\lrriDt l&rn1JICI1 plua HOO'I'er111 &Del profUI &Del a1ll111 

1o•••• ancl clapreo1aUon - - a-liDtecl to 1}90 a1U1oaa for 
1~1. 1fUk the azoepUon ef the 71ar 19}6, tb11 1a till 

h 1&flelt 11noe 19~· ~til •nat OlD'HDt aaJ'Iliqa1 anc1 1 Mt 

prot1t11 are attar tax••· 
!he •ut ovrent eal'IUIIIC•' ancl •net protU11 of all 

aeab.r 'bi.DU fer aaleDclu 711r1, -noU. wU:h 1929, kaYe 

been a1 follow• : 

: ••• .. , 
: WJ'Hilt 
1 •11'!1Dc• : profUI 

(IIUlloDI ot Cellarl) 

19~ 7~ 557 
19,0 H! ~ 
19~ 19 -e5 

19~ ~ -»' 
19 -us 
19 i 212 
19} }99 "' 
19:J7 m ~ 1m ~9 9 llol 
1~ ~ 

A ttaohllen t1 
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Oh&rt I 

CHANGES IN THE PRICES OF U.S. SECURITIES 
Poinb Plotted Represent the Diffe~ from December 6, 1941 Prlee of Eoch Maturity Clou 

l t41 
0 10. AIL ,. .. IMIII II'R IMT .1 ..... <IUL'f MM. •n ' .. .... .... . -I ·1 1 r ·r 
~~-
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Clhart II 

AVERAGE YIELDS OF LONG-TERM TREASURY AND CORPORATE BONDS 
1941 

IIA)' JlA.., ..... -·· • • . . .. • ••••• •n• •••••• • •••• • • ••o• •• • • llCIMT 

;.)m1Lv ~.~..,.~ o:.!. ... ~ ..... ,,.k ... J 

""' ./ '-. 
'I 9 

L v • y 

iV rv _h J h· h. 11 lA I r-.. 
' ,.tloH, tcJOI•.uem,t ,...,. ' ['.. IT T~1ury lonth 

I v 
• -

r-, ""'-
, ,,_.,. 

~ v v r~-,. _,. 
• 
$ 

,.I\ -
1\ L"' ~ r--- 1 

' ~ v \ V\ v Nlrfh•ONidia 
1
0 lA /-

C.'porttt• ••nt~• 
"" ~ • 

•• 
.o 

• .. . . . . .. . . . . . ,I • • f • t • -... ":"'. -~ ...... . ..... .. . - .-.. ..... ...... _,. AIU' _,. """' •••• ""· ..... ..... 

-• •.....5. • ... ' • . _.,. 
(I . ... 

. 

.u. . . . .. . .. ' . ..,T. MOY. • 

' I 
•en• -­... 

1,7 

1,1 

-· • • D • • 
lt4l -• • 
oAJL~ 

... ~1/J't .... -...~ 1NNHui:J' #oft.fH 

t .O 

1.1 

••• 
••• v-

.. 
u 

IJ 

• •• 
1.0 

>.I • 

.l. 
./ 

r . .. ~~t\. 

I--' I-" 

1".-
I ~ 11/gh-Broch -r- .... ,... 

• • .. • • • • .... .. ... . 

.. 

.. 

• • 

• . 

• 

""·~= "" 
_, 

I ·' 
I .7 

I •• 
I •• 
I .0 

I , I 

I .I 

2 .I 

I .4 

I •• 
u 

1.7 

1.1 

1.9 

..0 

• • 1.1 

Regraded Unclassified



YI8LD8 OF T AXA8L8 

, .. , 

l •• 

2.2 

2.0 

••• / ...... 

1.6 

••• 

..... ...., ... ,_ , .... .._. .. ~ 

.... 

--~ 

~ 

,.., 

- .., Cloe l.,. aid Qlootatl-

I !lSI lliU 

• 
~ • -,.-

·~· I~J 

••• 1 ••• 

I I!IS7 

z.• 

~ 
2.2 

• •• 

1.6 

• •• 
Its$ I !IS? 

Regraded Unclassified



~ 
•., - 1.& ...... .......... ...aw ~J. 
- ,..,.,_ wnA or......., • ...a.. • .. 

- ........ 'WI I...,~-...... ,. ....... -...a. 

tGMne .. t••• l t> ' I 
• •( I • 0 I • r r • • • ~ r • • o t .,.,. .. . .. ,. 

l"C 

o·c 

e·z 

9"Z 

•·z 

l"l 

o·z 

I 

••) {GU'Utft ..... , . 

• '!:" • .... -.... ·n• 

t-'"'_. ___ ... 

// 
.. ~· 

... ·· 

~ 

..I. 1__,_ ..I. 
• v > , . .. '"' .. 

l " 6 I 

./.t I-:' flo 
I . i1;-' 

,., Yl...,. uwo.oo 
' -- ,, ------- ·, 

\ 
\ 

' _ ......... \/",... \ ' ' 
.L. 

-~L ' r\ 
i .... 

~ .·· .. .. 
'·, v-.. M .... ' ~ 

..L ..L .l I 
.. ¥ • • • ' .. • " jl 

I t> 6 I 

- ll 
I ~ ·- . .. 

,/f 
, 

/ , , , / " , 

I ) 

/ 
I 

I L 
v/ 
v 

I I 
a • o • • r 

0 .. 6 I 

•• ( 
:--c -~ ·- / , 

l 

,/j 
0 

\ 
,· v , , 

\\ /I • ~ l// l \ I v 

., 

., 

·z 

9"l 

1\ I 

L\ v -

•·z 

l"l 

o·z 

.. , 
(Gl 
•• . • 

6f61 

Regraded Unclassified



239 

IIJOUI.A!IOliS GOlUJitJG MDCIJS lOR 'l'lm ISSUI 07 
V.U SI.VIJIGS JOIIDS 

1943 
'llltr4 All""-"' 

DepariDODt Circv.lu lo, 867 

Jtoosl so .... too 
Burosu of tho h.bllo Dobt 

SIIIDSI 

!I!DASUIIT DIP.AM'MIIIf, 
Otftoo of tbo Secroto.,., 

Vaob1A«ton, Julr 17, 1943, 

Department Ctroular Bo. 657, 48to4 April 15, 1941, ao amo11414 8114 ~lt­

.. DU4. to boroby turtbor amo11414 b7 a44tcc tba follovi~~& 11ov oul>oooUon (f) 

to ooctton 3 of tbo otrcv.larl 

3, Q.IJALI7ICATIOB 07 ISSUiliG AGDT, 

(t ) Conot~nt of bon4 otoak witb~t plo4ct of collateral, lot­

withotan41cc tbo prOTiotono of tho foresotac ouboect toDo, ~ toout~~& 

asont 4oo1gnAto4 hereun4or mAT bo qual1!1o4 ao ouch on asont vttbout botcc 

requ1ro4 to plod«e colloteral oocurtt7 for V~r Savtnso Bon4 otook, lertoo 

!:, upo11 !111~~& "" AppllOfttlon - Asr•emont , form Bo. 1785, with tho Po4.oral 

ileHl'ft Bock of tho 41otr1ct, proT14o4, hovnor, tbftt tho Socrot..,. of tbo 

!re~atur1 in ~p~~c1!1c c "''' ' 1181' reetrlet, tn wbole or ln part. tbe fUIO'Q.Dt 

cf ouch bon4 etock requootc~ b7 &117 ouch ssont without tho plo4ct of col­

lotersl oocurttr, Upon approval of tho AppUoatton - Asr• omont, Jorm lo, 

1785, tbe 7a4or• l &aoervo Bank will t ooue o cert1f1oot o Of quol1f1oot1on 

to the tooulcc •so11t on 1ol'll lio, 385-B. If tho quallt1cst1on ~~ppl1o4 tor 

1a not cort1!1e4, opprnprtoto nottco thereof vtll bo trenoa1Uo4 to tho 

looutnc ogont BOkin~ ftPPllc~tion. 

lll!lltY II)RIIJlli'I!AI1, Jr. , 
Secretary of the Tre~ .ury. 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER O FFICE COMMUNICATION 

om JUL 17 194i 
TO Beoretar~~nthau 

Mr.Ha~· ... o .. 

SubJect: Numb,r of days it takes to receive a war savings 
bon~ issued by a Federal Reserve Bank or by a 
corporation iaaui ng agent. 

On each Friday since May 15 the Federal Reserve 
Banks have made a sample study t o determine the number 
of days it takes a person to receive a war saving~ bond 
(1} issued by a Federal Reserve Bank, or (2} issued by 
a corporation which has qual ified ae an issuing agent. 
The results of the firet part of t hie survey on May 15 , 
June 19, July 3 and July 10 are shown in Table 1 attach­
ad to this memorand~. The results of the aecond part 
ot t hie survey are shown tor the same dates in Table 2 
attached. The maJor itema noted are the following: 

1. 

2. 

>· 

A person buying a war savings bond by send­
ing a check to the Federal Reserve Bank 
through the mails normally wai ts a week to 
ten days before be receives his bond. Two 
or three days are consumed by the movement 
ot the mails, three more of these days are 
required by the Federal Reserve Bank to col­
lect the oheok and one of these dnye is a 
Sunday on which no business is transacted. 

At peak periods, when a large volume of ap­
plications are on hand tor companies whose 
employees are purchasing under the payroll 
savings plan, it takas a person ten to fit­
teen days to obtain his bond after the appli­
cation has been submitted to the Federal Re­
eerve Bank. Inasmuch as eome companies sub­
mit suoh applications only once or twice a 
month delivery of the bond may not occur 
until 1 four or five weeks after the deduction 
completing its payment bad been made. 

Eight ot the twelve Federal Reserve Banke 
took a longer period to deliver savings 

Regraded Unclassified
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Secr et ary Morgenthau - 2 

bonds on July 10 than t hey took on May 15. 
Tbla ia aooounted tor primari l7 by the tact 
that the increase in the volume ot aavinga 
bonda sold has enlarged the number ot pieoea 
the Feder al Reaerve Banke must i ssue each 
month. Some ot the assistance i n issuing 
bonda that corporation i ssuing agents ver a 
supposed to provide haa not materiali~ed, 
we are advised, beoause many corporations 
have postponed i ssuing ~~tiona until 
they obtai n the mechanical equipment need-
ed tor the large-aoale inscribing ot bonds. 
Your letter to Mr. Nelson haa resulted in a 
more f requent appr oval by the War Production 
Beard of applioationa tor preference ratings 
en auoh equipment, however, and soma reli ef 
for the Federal Reserve Banke is in prospect. 

A tev corporation issuing agents are t aking 
three veeke or more to deliver bonds pur­
chased by employees partioipating in the pay­
roll savings plan (Table 2). Most corpora­
tiona are able to deliver bonds purchased by 
such empl oyees wi thin ten days or so after 
payment haa been completed, however, and a 
tev ooroorat1ona are able to deliver the bonds 
the very same day t he payments are oo~leted. 

For purpose ot comparison with the foregoing 
we have asked some ot the Treasury Bureaus 
how long i t takes Treasury employees to ob­
tain bonds iaaued under the payroll aavinge 
plan. Where i nformation vaa readily avail­
able it vaa reported that bonds ware del i vered 
to purohaaare ten days to two weeks attar the 
last deduction f rom pay vaa made. 

Attachments 
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Table 1 

Approximate number or days it takes a person 
to reoe1ve a war savings bond 1eeued by a 

Federal Reserve Bank !J 

Federal 
Reserve 

Bank 

.......... 15 6 7 
...... 10 9 9 

10 11 5 

........... s 10 s 
....... ... .. g 3 6 

...... .... .. g 7 7 

7 .s g 

6 14- 6 

.......... 5 6 9 

........ 4 4 5 

........... 4 4. 6 

4. 4 6 

or t he Beoretary or the Treasury, July 
Division ot Reeearoh and Stat1stios. 

!/ Allows 2 daye t or period in the mails. 
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11 

11 

s 
4 

10 

11 

7 

11 

4 

6 

9 

' 1942. 

Regraded Unclassified



2-13 
Loft.p•t Per:.ocs or flal u 'tMII - _.lOTH or • a.~t.cS. or., et c...,...._,loa• to .. , 1,., 

••r h•lrl&• Bond hl..rilbiMCI Vlld•t' u.. Pqroll .... t.ap nu ud h •'*' bJ lh ._,101.,. 
... 

COA \be buh or tM •u.r-.•r -4.• br tbt Pe4ud a.''"' llaftlle) 

• 11um tlh1ce 1'el1p1-pb co. • 
x.n••• Ci tr. Ito. ••• ••• ..... . .. . . .. .. 
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flnu v1th 1,000 or More lillploreee Reported to be Deduotlng 10 Pero.nt or More 
ot Aggregate Parroll Onder P&JI"Oll 8annso Plano 

<AI Reported b7 t he War 8aY1nga 8tatt '• State .t.dJilnlotratora J\1.17 11, 1~2) 

Name ot r1re and etate 

Scutr.ern Bell Telephone and Telegraph Oo., Oe. •.••. 
Sun Sh1pbu1ld1ng a nd Drrdoolt Co.i Pa •••••••••••••• 
Sell Telephone Oompaey or Penney vania, Pa •.....•• 
standard 011 Company or Calltornia, Cal it ....... , , 
Glen Alden Coal Co., Pa ••••••••••.••.••........... 

Produoto Corp., Conn •••••••.•..•..••.•.• ••• • 
~~.. •• , •• , Eleotr1o Co., Maoe • ••.•.•••.•••••••••••..• 

i. I. du Pont de Nemours and Co., Okla .•.•••. ••••• 
"t~l!r&l n eo trlo. Co . , Pa . ..................... .... . 
?;neral Eleo trio Co. , Conn ..• ..•.•. ••.•••.•..••••• 
• b!aon Coal Co. , Pa •.••••.•..•.••.•••••••••.••...• 
lallrr CoiiP&n7, Waoh ••••••.•.•• .•.• •.•..•••...•..• 
M n C1t7 Ordnance, Minn ••••.••.•..•..••••.•••.••• 
lcr them Pwop Co., Minn ••• •.... ..... • . .. . •.•.•..•• 
!etch Alrcratt Corp. , lansaa .••••••.... . . ••. . ••..• 

tlUeo Sorvlce Oil Co.
6 

Oltla ••.....•• • • • • · · · • • · • • · 
By.,-ado Food Product• crp., II , Y •.••. .••.. ....• •• 
General i:leo trio Co. , Ohlo •....•... • ..•... .... ...• 
General i:leotrio 8upplJ Corp., Conn ••••• .. ••• .... • 
J.:.erloan Boeoh Corp . , Mau •.••••.• . ••.••...••. · · · • 

Delawar r Lackawanna and lleatern Rellroad, Pe. .. ••• 
Ceuna Aircraft Co., JCaneaa •...•......• · · · • • • · · · • · 
United A1rl1nu Traneport Corp . , N, Y ••• • • • •• • • • • • 
R. P. Farnovorth and Co., La . ••••••. ·••·••· • · · • • • • 
V•trrbury Clock Co., Conn •••••. .• ••..• ··•· · ••••··• 

l:e• Jeraer lloreted ltU1o, II. J •.••..••...• · • • • · · · • 
~lln Bag Loading Plant, Va •••••••... • • • · • • • • • · • • 
'4Jonne Aaooo1aUo II. J ••••••••• • · • • • • • • · • · · • · • • · 
Ford Xotor Co., Pa: •••.•••• · .••••.. ••• . • • · · • · • • · • • • 
1:-aour and Co~~panr, llebr •• •••• . • • • · • • · • · • • • · • • • • • • 

(Continued) 

lluabor 
or 

ellplOJOel 

26,933 
24 ,297 
19, 661 
19,510 
16,500 

ll,OOO 
10,1!00 
10,4ol 

9,470 
"9,000 

8,}911 
8,200 
I,6u 

,6oli 
6,000 

i'200 ,000 
, 903 

11,1100 
11,790 

11, 4oo 
3,7111 
3.500 
},~3 
},2 1 

2,950 
2,I2l 
2, 25 
2,4}11 
2,400 

lj)proxiiile 
aggrogaU 

montbl:r parroll 
( in thoutan41 ) 

• p42 
, 11} 

":!! ~,203 
,119 

2,000 

• 
2,257 • 
1,979 
1,11111 

1,12' 

• 
2,06' 

• • 
1,0211 
1,00~ 

119 

• • 
111z 

656 

~ 
i~ 

or the 8eoret&r7 or the rreaeurr, D1Y1olon or Reoearoh and 8tat1ot1oo. 

• lororme t1on not a1'a1lable . 

~ hroct or 

I' 
aggregt• pl7 

I 
de uoted 

10 
10 
10 
10 
10 

10 
10 
10 
12 
10 

10 
11 
10 
111 
16 

10 
10 
10 
10 
ll 

10 
10 
10 
10 
10 

10 
11 
10 
10 
10 

j 

• 

A1'1::t:o .ODtblJ 
d ClOD 

p..- .-plQJII 

• 11.61 
22.1 
1 .29 
21.11 
12.12 

• 
20.90 • 
25.08 
20.90 

1}.11<1 • • 
II}. 711 

• 
• • 

20.5 20. 
20. 

• • 
21.Y. • 
20.12 

u.eo 
1~ ... 
2 . 66 
21. 90 
1}. )8 

Regraded Unclassified



F1rt11 with 1,000 or More 1'ap1o7ee1 Reported to be De4uoU, 10 Pero111t or._ 
or Acgregate PaJl'011 Under Pa7ro11 S.•1ac• laDe 

(Ae Reported b7 tbe Vu S.•1qe llterr•e lltete .t.dll1Jl11J1ft._. ~· 191'11 

(Con Unued - 2) 

lue or t 1rtl and etate 

Pa • ••.•••••••• , •••••••••••••••••• 
• . 0 . .. 0 • 0 •••••••• •• •••••• 0 • • 

L caur ................ .. .. 
l'r 1n t Vorke, II . 0 •• •.. •• ... 

Kanuraotur1ng Co,, ~o •••••••••.••••.••••. 
Drop rorg1nf Co. , Meu ••••••••••••••••• • • • • • 

ront Motor Co. • M no •.•• : •••••••.•••.. •• ••.•• · ••• · 
• •rloen Bo1et and Derrick Co., Minn ••.• . •• ••••••• 
P1tlloJ-Bovea Pottage MeHr Co., Conn •••..• . •••...• 

!o--Hor rm.an Corp,, Conn .............. .......... . 
~=~:::!~,.:and Potaaeo Telephone , Va •••••• ••••.•• . 
II , Inc., II . J •• ••••• ••• • • .• .•••.••• • · · • 

!beatrea, M1ob •••••••.••.••.••••.••••. 
and Luaber Co., Ll •....•......•...... 

~lla-Oha~ere Menuteotur1ng Oo,, Pa, •• . • •• ••••• .. 
ATCIQO,t1e Kill, Ala., • o •, • • • • • • •, ••• • • •. • • • • • • • • • • • 

~rloan Propeller Corp. , Ohio, •• ..• ••.••••.•.••.• 
Gtneral !leo trio Co. , 11. J • ...••...••.. .. . . • · · · · · · 

Xttropol1 tan Lite Ineurenoe, Cel1t ••••••• · • • • • • • • • 

(Conunue4 ) 

luaber 
or 

eaploJtel 

2,2~ • 2,286 
2,180 
2,16o 
2,058 

2,0{' 
2,0 f 
1,99 
l, 780 
1 ,721 

1, 706 
1,Ws 
1, 911 
1,6~8 
1, 6 5 

l . m l , 
1, 65 
1,4ro 
1,4 0 

1 , 40, 
1 , 400 
1,,70 
1,527 
1 , 25 

1,~00 
1, 87 
l , m l, 7 
1,225 

ibe iioreterJ of £he treaeurJ, P1Yieion ot kieearOb iD4 8tatietioa. 

• Iotorut1on not ••e1lable. 

.._,. 
-=:;.rr 

IIlii 10 

~ 
10 
10 
10 

11112 u 
llo6 10 

• 111 28, 10 m 10 
10 

214 10 
• 11 

1112 ~ lila 
195 11 

279 10 
,20 11 
• 10 

~ 
10 
10 

19% 10 
10 

1~ 10 
11 • • 10 

• lr 
114 ~~ 
~ 10 
198 10 

• "·J 1,. 
1 • • .,.61 
1,."' 

1'·U 10. 
a. 
11.60 • 
d:~ 
g:q 
10.~ 11. 

"·10 • 
11.1!11 • • 

• 
el:a 10. 
16. 

JVir 16, iM. 

Regraded Unclassified



( 

Flr•a 101 tb 1,000 or lioN '-'1o;reea Repor h 4 t.o be JM4JID~U& 10 faro .. , or .,.. 
or Ac&reP'• ranou Ull4er ranou 1aw1.1p ftue 

( Aa Reported b7 the War 1..,111&• l\aff1a ftah ' W••otraten ~ U, lt'la~ . 
(0ol1U auo4 - }) ·-

11118ber 

"··· of f1Jnll all4 Uah or 
·~107••• 

Carbon Oo., Pa •••••••••• • •• • ••••• • ••••••••••• 1 , 216 • 1u 10 
Bad~r and Bona Oo. , Maa a ••• ••• ••• • ••.••••••• 1,200 

~~ g1neer1ns Oo. , ••·· · · · · · ·· · ······ · ······ 1,200 }15 
truot1on Oorp , &114 lll.gp D1aUar Oo., 

•••• 0 0 • 0 •• 0 • 0 • •• • • • • • • • • ••• 0 •••••••••••• 1 , 1zg 2~6 12 
8b1pbuil4~ Oo. , 111.Jm ............... 1 , 1 2. 10 

!ntbrac1ta Co1l er1a!£ Pa ••••• • •••••••••••••••• 1 ,156 ~~ 10 
neYatOI' UI'OD&~lO DlY1&10D, I , J ••••••••.• 1 ,~ 10 

Alro rat• loll .. tn .. , Ore ................... 1,lli m 1} 
DiaUllorl", lllo. , 1. r ................. l ,U 10 

a.od Blp1ow, IU.u ............................ 1, M1 10 

Bllk Co. , ................ . . 0 ••••••••• 0 ••• l ,o611 
2t 

11 
and Levie W.Oblaa fool Oo. , ftao .......... 1,~ 10 

and 00IIIP&ll7 , Otl.a ••••••••• •• •••• . ••••••••.•• · 1 ,0}1 Bf 10 
and Oo111Pt.ll7, Oolo ...... . ........... . ........ 1,000 10 

of t he , 1>1Y1 a1on all4 &ta U 

• 1'':1 

J:JO 
:i:R 
1-., B: n . 
n. 

tl 1 .110 

Regraded Unclassified



JUL 17 1942 

111 dear Biahop SUUs 

I u huiDa •de a apeoial iaqllir"J into \be 
tW10UoDill8 ot the -.r San• Matt ia oo-uoa 
with the I.ebor llal.l7 Ml4 ia "n•e CUr oa 1- 1), 
1942. lr. l. L. llarM7 ot thil Depar\Mat llllu ._. 
dinoted to Ml'r"J CMat \he iatMUpUoa. 

U. rill be 1a poeiUoa top to Claiii&O at ut 
ti• clurinc the ..U ot 11111 19. I bellne J" na­
patecl to Jlr. Gl'a'fta tllat lr. Wutr be iD\eni.-. 
'fill ,ou pleaaa aclrtH .. if lr. Waalt7 will tie 
nailable 1D Chioaao clurilla tllat wet; it 110t, I allall 
appnoiate aclrtoe u to 1lbea ..a tlbere lr. ilu'Mf _, 
- hia. 

248 

Should JOU lla"N other ..... uou tor thil iaqlli:rr, 
I woulcl be 'Nr"J glad to reHi"N tllaa. 

Si Mel"alr JOur•. 

lll.-., ......... -. 

The Moat LtuaiU! JlerDaft 1. Sbeil, 
Allxili&r"J Biahop of Chioeao. 
)1 !eat Couare•• StrHt, 
Chioaso, lllbo1a. 

Regraded Unclassified



249 

TREASURY DEPARTMENT 

INT&It 01'1"1CK COMMU NICATION 

DAft JulT 171 1~ 

TO Secret.a.ry llorpntha11 

"'0" 111'. Clubla 

The following repNsenta a .taw !laab .. we haw bad on tba prove•• of 

.lJDel'ican ller¢el n.,. Atlanta wifta that tba1r 11ar Bond Brealdaat reaultad in 

"It 
the s ale ot JS,wo,ooo worth of bonde . Ch1oaco wifto that thair caah aal .. 

at the U.rican Heroes Bruk! .. t uoo~~ntad to $1,7M,42S. 'lh1o do .. not taa 

into account the bonde aold o,..r tba air which ahould be 1111ch 110ra than tbl 

ealos a t the Breaktaet alone. Worceatar, lluaacbuaett.o, wifto that their 

oaleo wra 1200,000 in tba !iret hour. YalciM, ftebin&ton, wiree the t tbl7 

had $2001 000 in ad.anee oalee to atart tbl dq. 

lie will haw a c011plota pra1a book !or 7= but I ....,tad TOll to look 

at the attached opocial aeotion !rora Cin<>inn&ti. !wry ad 1n tbl paper ia 

tied up 111 tb tba borican S.roaa 0., Bood Sale Progru. llao I -..1 ;rou 

to ••• the atta<>had ade trcm the Philadelphia Inqlliror, Chicago Tribune, 

P1ttsburcJl Poe~Mtte and to call your attention to a tew ot the ada that 

appeared in the 'Jiaeh1ngton papere . 

• .. 

Regraded Unclassified



I , 

II. 

III. 

250 

AD&lJaio or b'powro to PO)'Poll s••iDP n .... 
Jl&lJ 11, 194,2 

Bualn••• orcaniaat l oca 

(1) Plraa with 5, 000 -.plore•• 01' aore • ••• ••• •• 
(2) Plraa with 500 to 4,999 eiiiiPl~••• ••••••••• 
(3) Pi~ wttb 100 t o 499 ~1~•••••••••••••• 

(4) Subtotal - lara• ttr.. • ••••••..• • .••• : •.••• 

(5) Pi rae With lea a t.ban 100 a~lo,-eea. • 1 • •. • 11 

(6) 'l'otal ln.a11Dfl1a organl.aatl CDa ••••••• , •••••• , 

OoYa~nt&l orsan1aat1ona •••••• ••••••• , ••••••••• ,. 

Orand total••• • • • ••••••··~· · • •• • ••• • •••• • • ••••••••• 

.,.,.r expoeed. 
to po.Jl'ol1 

•••11>s• p~ 

1m 
5.023 

20, ,7Jt.. 

25. 876 

90.981 
u6,857 

• 
u6. 857 

POI't B • s,_,., bJ Wllll>or or Bllp10JOOO b'po-

I . BualD.eaa orp.n1&at1ooa 

(1) PiN.e wi.tb 5, 000 .-rplor••• or .oN. ••••• ••• 

(2) ftn. With 50() to 4,999 ~lOJHie•••••••• • 
(') Hr.a with 100 to 499 ~7"'• .••• ,.,. ••. 

C4l eabtot&l- l ara- t~ •••.• ••• •••••••••...• 

c s > n..- nth J.e- u.aa 100 ~ore•• •.. . . ..•. 
(6) ~tal bua1D••• oraant••ttaaa •••••• ••• •••••• 

(1) reoe~al o~~nt •••• . ••••• •.••••••. . . . ••• 
(2) It&t. &D4 looal IOTera..Dta •••• • •• •• ••••••• 

(') Total &OYe...-.otal orpnlaatlOD.I•• •••• ••••• 

Itt . Or&Dd total••••••• • •• • •• • •• •••••••• •• ••••••• • •••••• 

7,6o5,861 
6, 757 , :12} 

~.1~.~ 
1,,~28,672 

2,~!!!1.2!2 "" 1-
21,662, 991 

557.60~ 
1. 1~~ .IM 
1,7lN49 

zz.aso.ai 

'l'otal. -· la u.. ·-lPJ (oot1Mh4) 

~ 
6,108 

27 . 152 

"·~' • 
• 

• 

• 

• 
• 
• 
• .. .. 

)0, 000, 000 ll 

2,100, 000 }/ 
2 1I001ooo 
lt,8oo,oog 

~1soo1ooo lf 

-­or \ otal. --
" 82 

~ 

77 

~ 

• 
• 
• -

• 
• 
• 
• 
• 

orr1 .. or t11ot ..... touT or tbo -....,., 
Dh'iolca or b- u4 s tat1ot1oo. 

Jl&lJ 17. l.'lli2. 

l/ -l...S.o acrtnlt.&raJ. -lOJMo, .uttur p.ro.,....1, ~.oJ••• oo WPA or liYA or CCC projooto, 
JIII"'p1"1et6r., tlnl ....,..,., ee.lt--.plOJM, oa wal wcn-kere an4 perecm• 1n CS.CIIIIatlo eemoe . 

• Data not &TA1labl e . 
Regraded Unclassified



251 

P1fto -1o,Uc 100 to 1199 Po"- POI'Uo1J>Ubc ill ._u -- ft-. 

CA• r.pol'W4 b7 t'M o.reue a&rlD&• etart•, ataw ~ • ...,, ... , 

..... 
Ala~• • • • • ••• •• •• • • ••. • • 
APtaoaa ••••••••••••• • ••••• ......... ·············· ... lo~ra O&lltora1a,,,,,,, 
I0111U.N O&l.UOI'af.a,,,,,,, 

Oolora4o, • •• • ••• • • •••••••• 
CODDeetl .. t ,,,,,,,,,, •• • • , 
Dtla-n •••••••••••••••••• 
Dbt:riot of eot-.ta . .... ,, 

Florida········· ·········· 
Ot01'11ao o o o •• o 0 0 0 0 0 00 0 , 0 ,, 

Idaho••••••• •••• •••• ••• ••• 
I UJ.a011 ,,,.,., ••• ,.,,.,., 
tad.laaa •••••••••••••••••• • 
l o-a ••••••• • •••••••••••••• 

~aD&aa • •• •• •• ••••••••••••• 
l-eo taoJr::J •• , • , ••••••••••••• 

LGDt•~················· .. tDe •••••••••• ••••••••••• 
M&rJlaDdooet••••• •• •••• ••• 

... ~tta •••••••••••• • 

11~············· · ···· 
llfiDIII Ot&o o o, o o , o o,,,, •, o o 

Mi11111lppl,,, •• ,,, • • •••• , 
Millourloooeottooootooooo e 

IODtaaa •• , •••••••••••••••• 
leb.naD ••• ••• • •• ••• •••••• 
Je?a4& ••• • •••••••••••••••• 
••• ..... b1 .............. . 
1 .. lor•.,••••••• ••••••••• 

••• w.s!••················ 
' " Yol'lr, • • • • • • • • • • • • • • • • • 
Jorth C&roliaa • •••••••••• • 
lortb D.k.-a•••••••••••••• 
Obio •••••••••••••••••••••• 

onaaa-••••••••••••••.••• 
~-··················· ~9aala •••••••••••••• ..... ~ ....•••••.... 
..... ~ .•••....... 
... D~~rete ••••••• • •••••• ,..... ................... . 
lla$a • ••••••••••• • •••••• •• 
~ ••.•••.......... ..... 
........................ .. 

:!~·················· 
!--11-!I:!!P-!-• • • • • • • • • • • • • • • .... . ...•........ 
Wl•trna!e •• ••••••• •••••••• 

~-···· ······ ··· · ·· · · 
~ •.........•......... 
Pel! ••••••••••••••••• •• 

ttt.~ •••••••• • ••••••••••• • 

I it hhi itti Jliii'il1 
- !1.¥• , ... liGl -ot ti.JM 

I 
I 

I ••• 

100 100 

...... ...... 

..u ..a 

lftSee ot - -"""7 ot - -10117, Dlrld• ot a.- ud 1\IIUo\lello 
~17.1 

• Data U. tw J'a1r ~' 'M h U M ~7 U J"llPGG"' _. NMl ..... 

Regraded Unclassified



I •• 1 I M71o I N7ll I l o tiRO I 
1 oot-..41 I 

Ap 8 I I 

Al&baU• •. •., • •• •,, • • • • • • • lol u u. 
~ Arlson&o• o o,,., o.,., •,, 0 •, J t2 tl Arkaot.ato ••• , ••• ,, •••• ,,,. 

llortbern Oallto:ronla •• , •••• U2 tll tl4 southtrD Calltornta ••••••• 121 m 
Colora4oo••• •••••••••••• • • 1~ Jl JO 

1n conneotlout ••••••••••••••• 
O•laware •, ••• ,,. • ••••• • •• , 1i ~ 

14 
outrlot ot Col\llllbl& •••••• 
!'lorida. , •••• ,,, •••••••••• ~8 ~~ ~ 
Gtorsi&•. • •• , • • •••• ,. •, ••• 86 1~ 1tl u& 
14aho· ••••• 0 •••••• 0 •• 0 0 0 0 0 u 
Wl.a.ot ,t ••••••••• ,., •••••• '~ lli 

11 

la41an.a.,, ••• , •••• ,, ••• , •• m 1~ 
I a-a o o of o 0 If 0 f f f o off 0 f I 0 o o 22 29 2,. 
tan.M• ••••••••••• ,,, •••••• 

I ~ ti ! l e:ot1.10k7 •••••• 0 ••••••• 0 ••• 

Loa.J.elana ••••••••••••• , , •• 
ttas.n. •• 0 •• 0 •• • •••••••••••• ~j ¥a:r,l&d4 • •• 0 ••••• 0 0 •••••• • 

105 

Katt aobuaett• ••••••••••••• ~7 281 282 ~~ ltlcbi&IJlo o • , , • o • • o o o • " o , , • H 2gg 2~ 
M1Mtt0t&o o o o o o o •• o o • o o o o o 

Nleeleelpplo•• • ••••••••••• Ji Ji 1~~ Nleeour1., •• , •• , , ••••••• ,. 10, 

lf~ta.na ••••••••••••••••••• j i l. ~ 

~ebreek•···••••••••••••••• 
~1 

1feyada.,, ••• , •••••• ,. • •••• ~~ 
~•• Bampeblreoo••••••••••• 1~ 1~ 1ft• J tr••1••••••••••••• ••• 

207 

!•• X..too •••••••••••••••• pJ ~ m 1, oal 
l ew York•••••••••••••••••• 
lortb Ca.roll.oaoo oo • o ••••• 0 

159 

lortb Dakota •••••••••••••• 0 0 0 0 

o~o ••••• , ••••••••••••••• • lol2 lotS 1129 ~" 
~ .................. ~ ~ ~ ~ -
ON&•• • • • • • •• • • • • • • • •• • • • 
P~17l..alaooo •• ••••• • ••• 5R 
Rho4• l ela.4o•••••••••••• • 1~ 
Sootb Carol tDao••••• • ••• •• ~ 

SWtJ:I. J)alrot.oo,, , ,, • • • • • • • 

~ n ~ ~ 'feDniiMio o o o o o o o o • • t • o o o • 
or. ......................... 
Vtebo o o o o 0 0 0 o o o o o o o o o • o o o o 
ve...-.t ••• , ••• ••, • •• , •• , •• u u u 

V1~la ••• ••••••• , • •• •••• 

~ :n :n 
1~ .. ::~:················· 1i ••t v rclnte ••••••••••••• 

W1eo• el.A • • • •••• ,., •• , •• • , 
Wf-.lal· •••••••••••••••••• 1 1 1 

.\laeka • • • • •••••• •• •••••••• ' ' 
,. ' 

&a.l.l:l'ead • •••••••• • • • • • •••• ~ 
_. ...l91 _.m 

.. 

tet.1 •••• ••• •••••••••••••• WA ~ a.a ~ 

t;aU.tt.ae. 

-~- -..,-., ot--· ·-- et .. --I 
• •• ... r• N..7 ll. '" ,. u .. ,ft1:r u ..,_. wu r ... , .... 

• 

p.,....i it iiGi Willi JiiiNU .. , .. ,.,. 
...,., 18 : M71o : llll7 u 

I I I 
n I I ~; 

1b!l 1 1~ 

! i 

i 1r, 

H 
~ 
H 

H u i 75 
100 100 100 

&'& u ~ 
~~ 1~ 1r 

100 100 100 

~ ~ ij 
0 

"' 86 

a 81 81 - -H u 
~ 91 

100 - 100 

1n 1ft 1H 

~ i l 100 100 

100 100 -
~ ~ ~ 

:.a .£ ~ 

M7 n. 1tiiZ· 

Regraded Unclassified



1 
2 
3 

6 
7 
8 
9 

10 
ll 

13 
111 
15 
16 

Oo'"P..-11011 of ~~ 1al11 to 4.ah wltll .aJ.11 4vlac 'll.o 
- Jl1111blr of lnlolUI I 4qa 1a ol'11U &114 llq 19112 

(.u 11.,.. prl01 la tbo'ClMDila of <loll..-1) 

• 28,111.8 • 28,1118 • 29.~ • 19.,81 
211 ,269 52.687 115. :59.~ 
27.217 79.9611 67,oll6 72, 

116,531 126,1&95 98,208 88,6o5 
~1,110 157.6o5 1J2,Jll1 122,~5 
3.1151 201,056 154,085 157. 6 
~9.918 21Kl,974 192,659 181,1131 

~·755 288,729 206 ,523 201,11611 
.127 3211.156 236 .552 2J2,S01 

117,1611 ~·020 259.772 2116,756 
JO,l02 ,122 m, 7211 271.525 
33,107 ~·929 30~.163 296.z 
31,670 7.599 3 .391 317. 1 

or t» 
of .... ..-ob oa4 ltatl1tlo1. 

CONFIDENTI~L 

253 

96.~ 
115.9 
119.3 

128.8 
119.1 
1J0.5 
125.1 
139.1 
1;57.;5 

1113.2 
1112.7 
1113.1 
139.1 

I .Ll1 fliVII ..-1 dopooltl with \U !raar&Hr ot \M 1Ja1\a4 1\atll oa 
aooout of proooad1 of 1al11 of 'Oalu4 lta h o 1aT1Aco lHiado. 

1 ft.cv11 y,.1 'oooa rcnm414 to 10...-ol t tllouud all4 rill llOt .... 1...-11, 
a44 \1 to~l . 

Regraded Unclassified



1 
2 
3 

6 
7 
I 

' 10 
11 

13 
111 
15 
16 

1JI'l!ID ftADI ILLYIIGI JOmll • au• • 
0-.perh oa of J'lllT aaloo h 4ah wl~ aaloo 4Vlll& ~ - _,er of lnaalM .. ~ la Juo aa4 llq 19111 

(.1.~ hou prloo la \luruaa4o of 4o1laro) 

• 1~,121 • 15,121 • 19,~ • 12,~ 
1 ,110 ~,701 27. 211, 3 
16,122 7.523 1!(), 111 II6,5J2 

29.797 77.320 51,199 55.116o 
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llElllRANDUK FOR THE SECRETARY. 

»ail Report 

No new suggestions haTe been developed in the aail 
of the past week. Letters received have followed the 
lin:~£ previous correspondence reported, although there 
baa been quite a falling off in quantity received. 

On the subject of t&Xes, a number of letters have 
expressed general approval of the program of the TreaaurJ 
Department, and disapproval of the course followed by the 
House Ways and Means Committee. Car use atampa continue 
to draw frequent comment, especially as to aethoda of en­
forcing their purchase. There are alao many letters 
complaining of thefts, the failure to recehe a receipt 
when the money is paid, etc. 

There are two letters favorable to the withholding 
tax to one unfavorable. 111 letters mentioning mandatory 
joint returns are unfavorable, while letters on the Salea 
Tax are evenly diTided. There continues to ba a atrong 
sentiaent for exemption for aedical expenaea in connection 
with the care of inTalids , etc . Insurance prealuaa, p&J­
menta on mortgages, educational expensea, and Bond innat­
menta are among the exemptions requeated. 

Complaint. on Bonda have considerably fallen off -
only fiTe lettera reporting failure to receive intereat 
have been receiTed. Delay• in handling atill ere cited, 
and there aeeaa to be oonaiderable complaint about aattera 
relating to change of beneficiary. There continue to be 
innumerable suggestion• for aalea proaotion. 

Onl7 three letter• haTe been devoted aolely to aJlea 
for Gonr11118nt econOII1· Two paper aanufaoturere wrat ull7 
proteated the announceaent of the propoud releaae of gold 
certificatea, a reaaon for which would be the ahortage of 
good paper. 

There haTe been two lettera endoraing the debt aora­

'"'~• ... "" ,, ....... "' ..... ~~ 
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General Comment• 

Wary. Cariker, Portaaouth, Ohio. (Telegram) If WLB grante 
union maintenance in little steel, I etop bUTing War 
Bonds. If President, with Rueaia cruabllng, can boon­
doggle until elections and per.dt WLB to nullify the will 
of-the people as expreaeed in Gallup Poll, I can follow 
hie example . I do not believe in taxati on without rep­
resentation. 

H. C. !le~angle~L Wichita, Kana . Brother, 70ur1 ia the 
tougheet ob in waahington, keeping aone7 in the box for 
the boye o spend. * * * 
The following comments are from three letter• concerning 
a claim presented b7 Chief Bull (Richard Sanderville) of 
Browning, Montana. The first ia a letter addreaaed to 
the Secretary b7 Chief Bull -- "I am 77 7ear1 old, retired 
£rom the Government Service, working for the Government 
£or 37 7eara, and I aa crippled now from a oar wreck. 
I helped to get the Hospital, Plains Wuaeua for aJ people, 
and with Major General HUgh L. Soott, finished hie work 
in preserving the Sign Language . * * * I need the mone7 
now, refunded to the Gonrllll8nt for taxes on ., land. 
I aa enoloeing Indian Office letter to Senator Wurrq. 
I am the Blackfeet that adopted President Rooeevelt and 
Secretar7 Ickes to the Blackfeet Tribe in Glacier Park in 
1934, and General MacArthur into the Blackfeet Tribe thie 
spring. I need tbie tax mone7 ver7 auoh right now. * • * • 
The aeoond, a letter froa Walter V. Woehlke, !aaiatant to · 
the Co.aiaaioner of Indian Jif aire, to Richard Sanderville -­
• • * • The r ecord• here ahow that on Ma7 22, 1941, the 
!aaietant Seoretar7 of the Interior cancelled the outstand­
ing fee eimple patent covering Mr. Sanderville'e allotaent 
and autbori1ed the ieauanoe of a new·truat patent , thereb7 
returning the land• to a truet etatua. • * * Mr. Sanderville'a 
clai.a, along with a&n1 other• of the eame nature, h being 
withheld without action, pendlng the advancement of the 
$20,000 held in re .. rn b7 the Treaaur7 Departaent, which 
eua ie a part of the •50

1
000 appropriation aade available 

b7 the Act of June 11, 1940 (54 Stat. 298) , making refund• 
to other claiaanta which were received in the eame manner 

( 
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Gener&l Commenta 
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Browning, Montu&. The firat ia a letter addreaaed to 
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I tJI the Blackfeet that &dopted President Rooeevelt and 

Secretary Ickea to the Blackfeet Tribe in Glacier P&rk in 
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the Coa.iaaioner of Indiu !ffai ra, to Richard Sanderville -­
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!aeiatant Secret&ry of the Interior oanoelled the outatud­

ing fee aiaple p&tent covering Mr. Sanderville'• &llotaent 

and &uthorised the iaauance of a new·truat p&tent! therebr 

returning the l&nda t o a truat atatua . • • • Mr. ~andervilla's 
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long before lir. Sandenille'a cue wu aubal.tted. 
(In handwriting.) P.S. I 'd love to author i se par-ent 
to -r old friend, Dick Sanderville, if onlJ the Treaaur,r 
will let go of the .oneJo W.V.W.• The third, a letter 
froa Senator Jaaea E. MUrra7 to Mr. Sanderville -- • * * 
I , of course, &m unable to force the Treasury Departaent 
to release the moner, but I will make aoae representation• 
to it in view of the urgency of the need for theae funda. • 

Stanler P. Gibbs, D&llaa, Texea. In all our aalvege 
ectivitiea heve we not overlooked one item which can 
contr ibute greatl7 to our wer cheat? Let•a aalvage and 
reaale our War Ste.pa. ia ther are now aold, the7 are 
in feat aerelJ receipts for money. • • • Should we aal­
nge thea and reaale thaa, not u wute paper, but aa 
cancelled ataapa, the aele will be final and the monera 
received will not have to be repaid et a later date. 
There era ailliona of ataap collector• in thia countrr 
who ennuall7 apend a aisablt aua for cancelled ata.pa of 
the United States, and all other countries of the world. 
We collect both postege and revenue ate.pa - atampa which 
heve ahowed the purpose for which they were iaeued, and 
ere of value onl7 to atamp collectors . • • • We could bUT 
the cencelled Wer Stampa f r om our local Poet Office or 
froa the Philatelic igencr in Waahingtcn. The Philetelic 
.lgencr could be a cleerinJt houu where we could bUT can­
celled Wa.r Stamp• fro• other Statu, bUTing thea bJ Statu 
and denoal.ution onlJ, hoping to get the Poat Office and 
date cancellation we want. tny duplioetea we buy we can 
awap with other collector• aa we now awep duplicate 
poatage ata.pa. • • * 
Leo J. JlcDonald, Charlotte, N.Y. • * * I have for reare 
been trring at oonaiderablt aaorifioe, to uinta.in a lift 
insurance pro1raa, and further.ore in 1934, with confidence 
that we were on our WIT•, I built a hoae. • * • liT pur­
chaainf power -hal not been inoreaaed, due to the preaent 
condit ona, but rather deoreeaad beoeuae of the higher 
coat of living, to a point whioh aakea it increaaingl7 
difficult to uintain., ooaitaenta . .la a ruult, I aa 
greetlf aleraed to note the increaaed income taxea, the 
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reduotion of allowance for dependente, partioularl7 ae 
-r two girl• are inoreaaingl7 expenaiTa aa the7 grow 
older; pa7roll deduotiona, eto., eto. Can TOU giTe .. 
aD7 reauuranoe which would alla7 ..,. !eara that I •1 
haTe to giTe up ..,. life inaurance progr&a (which would 
be firat becauae we .uat haTe ahelter), and then the 
home? Don't 7ou think more conaideration ahould be 
given to a hoae owner, a .an with a f&ail7 and dependent•? 
• • • I appreciate how tr,ing the tiaea are for 7ou, and 
would not inject Bf peraonal a!faira into 70ur bu17 prograa, 
were it not lor the fact that I aa 10 greatlT alaraed. 

Ralph C. »aroh, Oak Park, Ill. What I oannot figure out 
ia why the whole countr7 ahould be taxed to proTide protita 
on otherwi ae unprofitable ailTer ainea to a aaall grouv out 
Weat b7 p&Jing thea twice the world aarket price for 11l ver. 
Thia alao worka a hardahip on amall induetriee that need 
silver in their proceaaea . 
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FaTorable Comments ~ Bond• 

Eliaa Brailaa , ~board SS JOHN PENN, Boston, M&aa, * * * 
I aa an EDJ[ineer Officer aboard thia ateuar aa a ruult 
of a reoent appointa.nt. * * * I ha4 not been to aea for 
oTer ten r•ar• until ., reoent deoiaion to aeoure a 
leaTe of abaenoe, froa ., ooa!ortable poaition in the -
Municipal GoTernaent of the Citr of lew York, to aerTe 
1111 adopted countrr (I u a Nathe of Graeoe), On 1111 ..,. 
firat pardar I waa aurpriaed to diaooTer there i a no war­
wherebr I can purohaae U. S. War Bon4a or Stopa aboard, 
the Captain an4 Puraer deolaring the7 had no authorit, to 
a.saign earned wagu toward the _ purchase of Bond a. !her 
referred .. to any U. S. Poet Office or Banking concern 
at rq firat opportunitr aahore. • * *With the proper 
approaoh, ship paraonnel oould be induoed to pledge 16% 
or 20% of their earning• toward t he aafeat inTeataent in 
the world. The aTerage aailor i a wellJaid while engi­
neer• and higher-upa receiTe aubatanti aalariea, out 
of whioh I aa aure ther would be diapoaed to pledf' an 
allotaent toward Bond purchaaea. * * * IV pledge a 25% 
and I hope to inoreaae it, * • * 
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Un!aTorable co ... nta on BoDda --
.l. L. Fhh, Salt Lab Cit7, Utah, Lut Janua~l rq 
7oung aon got out and ahoTaled anow, earning f2,76. 
I explained to hia the different t1Pe• ot Bonde and 
he wanted a •a• Bond ao ha would get a check eTer1 aix 
montha and ba able to bllf another Bond, I added enough 
to his $2.76 to bllf hla a $1,000 •a• Bond, I aade out 
an application rea~, •Mr • .lrthur L. Fiah, Junior 
p17able on death to Mra, -Blanche I. Fish (hie aothe;),• 
Your afenc7 told 11111 I wo~d han to include •,,.,, lllinor, 
under egal guardianship • I did thia and receind the 
Bond. Yuterda7 rq little aon receind a check tor 
$12. 60" and na going to add it to hia aninga and bUf 
a $26 x• Bond. I tina now that thia check cannot be 
cuhed unleu I hire an attorne7 to aake out guardianship 
papera , go into court to be appointed hia legal guardian 
and forward the guardianahip papera to Washington. 
Incidentall7, I will haTe to be bonded tor an aaount 
equal to the f ace of the •G• Bond. * * * In addition to 
paying attorney' 1 fen and court costa , I will han to 
pa7 a certain aaount per annum for a aurety bond, and 
when thia •G• Bond ooaea due ~in 12 yeara, the court aay 
haTe to appoint another guardian aa I aay be out of the 
picture b7 that tiae. It aee., to ., that this i s 1 Ter7 
costly and unneceaaar7 procedure. Ian't ~here aoae way 
of getting thia corrected without all thia expense and 
ann07ancef 

George H. I, Saith, Shelton, Conn, * * * I ea~eatl7 hope 
the Treaaur, will conaider the practice of proaoting aalea 
of War Staapa b7 turning thea into coraagea, lapel ga~eta, 
and other noTeltiea, aa decidedlY 111-adTiaed, * * • The 
purchue of theae Staapa and BonO.a haa been •d• a aole• 
public duty. Men and wo .. n haTe gone fro• houae to houae 
and in great aerioueneaa haTe iaportuned working people to 
bu, theae St .. pa. Poor people throughout the country are 
atraining their houaehold expenaea to squeeze out the diaaa 
and quarter• the7 oarelull7 and hopefully paate ·tnto books, 
To thea, the handling of these Stampa ia not a joking, 
tr1Toloua aatter. IDat auat they think of a practice which 
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treats the•e aavinga after the .anner of a fad? • • • 
In it• wisdom, the Gove~nt doe• not allow the frivoloua 
deba1eaent of it• ourrenoJ. The 1a.. wile rea1one for 
that are equall7 applicable to War Staap• ana Bond•, for 
if we cheapen the finanoial •Jabol• of our war effort, 
we run the great ri1k of cheapening our entire oau1e. 

Charle• F. Petelle, Jr. , Marwood, Ill. Plea•e infora ae 
just what ie nece111r7 to calh a Defen1e Saving• Bond. 
Endeavoring to cash a Bond for the provident purpose of 
bUTing next winter's ooal, I waa told that I need to 
bring 1omebod7 who i• known to the po1tal clerk to identif7 
me. The following iteaa of identification were rejected: 
(1) Social Seourit7 Card, (2) Draft Regiatration Card, 
(3) Employment Identification, (') FHl Mortgage Receipt 
Book, and other account book• and letter•. I have been 
using 1~ of rq wage to bUT Bond• which 11 1ome 110re than 
I can afford, and we have been living pretty ella aa a 
result. I felt, however, that aside from helping the 
war effort, it would afford ae some providence for need• 
which would otherwise require credit, and would also pro­
vide for 1942 income taxes , However, if I need to search 
out someone known to ~. Hauth at the Post Office, and 
take thea with me everJ time I need to cash a Bond, I 1hall 
have to find some other W&J to meet rq needs . • • • 

Andrew lutz, Secretar7 of S.K.Y. Department, United Steel­
worker• of America, Bethlehem, Pa. You are to be co .. ended 
on JOur 1tand of bUTing Bondi on a voluntarJ ba•ia. I feel 
aa you doi that the average American 1• patriotic, and we 
don't fee we are doing anything for our oountr7 when we 
bUT War Bonde - we are eavlng mon•J, we are doitut ourulna 
a favor . • • • I eub•cribed to having $10 ever7 two weeki 
checked off rq pay - that ia 110re than 1~ of rq earning•. 
~ wife , •on ana I au•t do without a lot of thitut• in order 
to do thh. • • • April $10, liaT $20, June $20, Ju!y $10 -­
Total, $60. What do I have? One $25 Bond, colt $1&.75, 
dated June 12~"2:" ~oeaii't the U. S. TreuurJ han 
thi:rear-Qf~i•-.oieJ? low Mr. Morgenthau, there ia a lot 
of griping in the Steel Plant concerning thh •lownen of 
the Co~ in cartif7ing or notifJing ua that the aoneJ 
deducted from our Pl1 haa been 1ent to the Government.• * * 

• 

( 

... _ 
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John J, Dononn, Ludlow, If, • • • lCr record u a bUJer 
of Bonde .. , be eecured through the Pirat lational Bank 
of thia cit7. It oonetitutea one-fourth of ., earning• 
each .onth ae a looo.otiYe engineer, beginninf with 
Januar7, 1942. • • • And now, coaee the atart inf in­
formation that auch Yalor on ., part and other• ike .. 
•1 onl7 be in nin. I refer to the alleged corPuption 
on the part of Senator •· B. Chandler of Ientuckf, who 
by the wa7, I aa t old is a asaber of the Mllitar1 J!faire 
Committee of the United Statee Senate. • • •What I want 
to !mow 1a whT this ll&ll 11 peMiitted b7 thoae in authority 
like 70ureelt to remain un.olested aa a aeaber of the aboYe­
aenticned laportant committ .. , in epite of the diacloaur11 
that he hiuelt hu alJ'eaclT adaithd? Use ., hard earning• 
for the building of pl anee, tanka and gun•, and whateYer 
alee lmerica a&T need, but for God' • aake, let not auch 
inatruaenta becoae juat another •Maginot Line• behind 
which .. 1 be deatined to die the -proud apirit-of iaerican 
manhood, ae did that of once glor loue France . 1nd all 
because her fate res ted in the hande of aenile politiciane. 

Raymond J. Zilch, Linden, N. J. Juat four month• ago I 
mailed Bond fD14732D froa 6808 11th 1Yenue, Loa Jngelea, 
to haTe .r brother'• naae reaoYed, and .r wife' a naae put 
on it. Since then we haTe returned Eaet, and I haTe onl7 
heard once from this office that handle• Bonde, and that 
wae to fill out a paper etating that .r brother had died. 
lCr brother ie not dead, but I requeeted thie change for 
reaaone of ., own, which I belieTt are none of 70ur bueineea. 
I'n requnted a Kr. ll. Wule7 to return thia Bond to ••, 
but haTe he&J'd no aore f r o• the Department. Will rou kindl7 
let ae know what 1a the reu on that the7 are holding up 
the return of thie Bond? I own, which I paid for out of 
hard-earned aone7, eeYeral-of theee Bonde, which I ahall 
turn into caeh if I don't get a aatiafaotory anawer fro• 
70u eoon. 
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JUL17 1942 

1 u v-1\t~ ber..,i th b t \V ,,..p&red tw ,...._ 
e14A• WI"o \0 U.. Seen.., o! kr Ia np4r \o Ilia l • \\a' et 
J,..o >0, 1942, nla\bw \o ftl.ui•& rw- et u.. ..... Dopo.n.. 
_ , a " - 'n' et ..,u -.1 clAM ,..........,. -, u.. "u • r ' 
Dhiala pooro- \ \o U.. ~~o 1184 CrlU-.1 .. \«riW a.\ 
o! l • • 1, 19)9, l'..UC Ia. U7. 

I'-e ot 0~\ocio .-d erlUoal MWiale PIII"IM ­
polr-\ w u.. -~or ._ •14 Ae\ line 1oa1 ._ 

oppi'Oftl ot U.. - ~ loud, u.. Aft~ aro11 la"7 ll!oai­
Uou llon<l aoc! u.. ~ Dopon-\, ,,.....,._, D1rlo1• 
lletore IM1q relo&Hd, Ull a -.11 , .. "'- u.. roqMo\ .... 
tir o\ booe (~ te -war Pro4•Uoo loaJ'(I for rooou •• 
au .. -.1 preparoUoa of \M IMoaU,. O..llw, tor .-plo b­
ocrlltho Or<lw Ia. 912) ot Arril 7, 1942. 

lo or4w u..' -. llo .. o ...... u \M meu., ,._.t-- _,--'- ....... ~ ......... -
"'--'7 Dop&r\oorl\, .......,._, DlYi oloe of all 1-­
\oi aool lo U.• .. u.-1 ftorkpUo, 1 .,..,. rot .,... u.o •Uer 

\o - 01&1-, - .........u... ....... 
S'-17 ,....o, 

, .... , • • -.r..tlillie Ill 

P~otoatat file t o ~C 
" n " Thom .. son 

uoli vered by .,:, A,5ent 5 : <~ 711'111• 2 

/ 
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Tb• --.ora"le, 

!be lleero\&rt or , ..,. • 

lno~\Gf\on0 D. c. 

111 dAr Ill'. lleere\&rtt 

I hw .,_ le'tar or I•• )0, 19~ .,.._\illc 
til&' u..r. lie releu..S r.,. \be uoo of ~ kr Depu\oMa\ 

appt'Old.M\&.17 6,00J po..U of opUool &l••• puroll& ... -., 

~ t1w.nr7 Depu1&•\• .... ..rn \ Dhht"" pur-\ \& 

\be l)l'ntlli&ao ot ~ Ao\ ot .r .... 7, 19l9, h'u. 1o. U7, 

leforo pYlae &pprOY&l \o TOUr "'liMit, IUid 1a 
....... _ wi\ll ~ .. \.oblUM<I p ........... l.ft'I'Ol.'liac .. . 

rel- or eW">Wcio- erSUool M\eriab puroha ... ....... 

euae\ \o ~ ,.,...l ot ... ot tloo ..,., 1a q ... ou.., I loaft 

41reoW4 ~\ \Ill •'tar lie foterrod \o .a.. llllalnoa ot 
\Ill kr Pro<ille\1011 -1'4 ffll' a\\oe\1011, 

...... UIIU7o 

-
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WAaHINQTON 
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July ll, 1942, ---· 
KEMORANDUM FOR 

THE SECRETARY OF TilE TREASURY 

FOR PREPARATION OF REPLY FOR 

MY: SIGNATURE • 

F.D.R. 
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WAR DEPARTMENT 

WASHINGTON 

269 

~wl. ,8, 2JriJj .'~l 
!MPrw'fnt, -tE .:£1VfO 

Dur1J1i 1941 appl'<:Diiate~ 6,000 ~ ot opUoal. &laaa, • 
Sa the t- ot 16,000 pruae4 leu blaAb ADd )2,000 po.aMd 1'CII'l'O 
Jl'ia blaAb, .,.. procured by the tr.eury Depart.ent 1'rca the 
.._. ot Standard• under the St.ratepc ADd Cr1t1cel llateriela .let 
ot 1-. 19)9 (l'llbUo_.o, 117 - ?6th CGDCNeel. 

Tbe -.z. ~t 1e «&pn"bDciJic Mr1oua d11'1'1clllt1ea 
Sa cbta••••c F"•Md bluU ot the opUcal el-1.11 tar the B1tloclllar, 
10, Sa INttiei•t .-uu.. to-t the req.u.r-nta ot the u.;, 
8uppq Procr-• 

Tbe quu~UtJ 1JI •tome• under the cuat.ocly ot the Treeaury 
De..,n-t 1a equiftlent to our 3l poor cent ot the 1942 requ1r-nte, 
aa4 1te - 'bJ the -.z. DeputMDt would e.tfect • carre•pond'nc in­

- 1a the 1942 ~· 

x--·1! u u it• thua re~ 1a atoctpl.le .aJ onl7 be 

,_.. .. •IIDoutin Ordon' by the Prea14eat, 1n aocarduce with · 
po+th Ia. 117 - ?6tl! ec.cre•• - 8ect1011 4, it 1a requeot..d that 
..s,t a.nt.SYe Ordon' lie 1a.....s re1 ... 1Jic ll\lbject opticel &laae 

Jl' ...... to the lllr Depa.raellt. 

"--,'~ A £z: · .. 4;,__ 
aec ... tnr7 or 1a.r . 
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JUL 17 1942 

• 

., .............. _ 
~-- - .......................... flt'-"-

et ,_ JOe lt&a, .......... , ,._ .. • • .... fit-
•u;-u a~~' '* t _. ._ .. _flt .. .,.ls .. 
-' IIJ d·- ,-,.....fit EFt'·' .... Jill I _.a. 
tile ,.1 i 111 rt '- ... I ' PL.a.- Jill ' .... 

,.....s.._ et • '*' el ,_ r, ~.m, MUe ... U'r. 

1- ttl eV.'-ISe and •US-.1 •t.hle rw I _. 

,. ' .... ....,us- ., .. ..u '*' ....... .. 
' 4$ ' sol., ....................... ,., and .... ..a-
u- ,.... and ..,_ ,._., 1 s e '- " • •~ 
w- '*'-c Nlenad, w Sa ..- illnuM • _ _. ?nnE 

f't.nt. ... Ia_ ...... - .... , ''•........ 1 
e \lft ... ,. $ Ue fit .. PI q taft ..... ... J'S, 

.... " .......... 91-J fit .\Yt1 '· lW.: ..a.-.. • ..-str 
•t ll'- ..,...a.. 

a. ....... , ..... - ................ ... 
,.. , a .- .._, aa -••" ,_. ~ M W "' .. a a 
I ; 1 .. ..... 'BL...U. ttl uoll l'--~ .... 

au.-1 r %., .... •'*- .. " •• .. ..,. ..._,. ,_ 
.. I j MO'm . ., .... . ..• , ....... ~ -

I ••»flt .. PI 0 

• t'u....Ua...._ 
... . a. ... , ''= ..... 

•e1 F ea. • 
· Photostat file to Nlo!C 

" " " Tb0Jllp8111 
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Treaaury Depar'IAient 271 

Dlvlalon of Wone~ary Research 

() oa~o ...... ~~r. .. n ........ , l9 42 

To: Secretary Korgenthlu 

Fro111: llr, WbJ.te 

You !!light be i .nt.erested in 
glancing at the first couple pagea or 
thia report. 

It is a vtl'"J preliminary report 
which h.ad been hurriedly prepared at 
the request or llr. Borle'• Committae 
1n the State Department. 

A copy hao b<oen oent to llr. D. 1'. 

Boll. 
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PreliJd.nary Report on the 1'1nandal •dwln1•trat1on 

of Oooupied Tvritoey 

I = 

2?2 

The finanCial probl- imolYed in the innaion and occupation ot 

territoriee now held b7 tbe Ax1a di'ri.de u-eJ.y• rMd1l,7 into two part&, 

Firet is the oupply of curreney thet United Naticme a1'IUd toroea w1ll. 

need to ban at their ~al 1 '''"tely upon their entr7, Second 1a the 

provision of a sound monetary, banking and tiacal order in the area 'IIIIich 

t.he occupatl.cn autboriti• will ban tn •*'"ietar behind tbe adnncing cwiu, 

The firat part of the probla 1e relatl.Yaly s1JIIple, nte United Nations 

torces abould ban a CIUTei'ICJ of unquestioned aceeptabUit;r in order tn ob-

t ain the 011x:lmnm 1111ount of goode and services with the greateot eaoe, The 

United Statee dollar 1a eucb a currellCJ. Tba connraion rate be_., the 

dollar and locel currencies selected !or the occupation ahould lean t.owarda 

areas, in order to doubl:y ueure lager aecaptance of the """ notas . To .rac1-

litote control, and avoid tba risk of subsequent leo a to the ene!Q', ouch do),. 

lar currancy should bear a speC>ial OY~k. SUch an OYerNrk would be silllilar 

in cbaracter, t.bau&b oot in word&, tn tbet now uaed in l!ani1, and s1ailar 

condi tiona ld.ght ba iapoeed concemin& the axchanga of thia special currency 

into ordinary u . S , dollar& , 

The second part of tha probla 1e tha ditfioult one, and here treatlnent 

'""'t di!tar tram area tn area. In eorre areae the occupation period u;y be 

expected to be short and a United Natione tree government will be r cacly tn 

Thie report .,... prepared in the DiYieion ot llonata1'7 Research by a e.-1 ttea 

consisting ot Jleeare. O, Oue, S, D. Southworth, J, E. Hioka and 

I . S. Pri~. 
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- 2 -
D1Yia1on o! llonotary 

R•earch 

uawoe ci..U authority, in otheH occupatiaa 11q be prolona.ct tor ,...,.., 

In tbe cue o! fl'i~ coantri .. , with a ~ ll""..,_.t reoOIJXIis.cl hT 

tJ>e United Nat1CNI1 a legitillllte currency aiail.ar to tbeir old 01111 lli&bt 

well be 188\l.cl u soan u arr con.i.derahle territor)' 1a beld hT tbe 

occupying autllor1t1... IIDJnrfor, in tbe cue o! Axia hcMlanda, it ••­

t hat the Dnit.cl Nations dollar abould. be ude the o~ clll'l'ency valid in 

tel'l'i tory under Dni W Nati<lllll occupation pendin& a IDOl'e pel'll&llent eco.-ic 

settltllllent batoreen tbe United Naticma on the one h&ncl the the de!eat.ct 

Axis powers on the otllar. 

llore detaUed pliJUI on aome o! tbeae pointe are euggeat.ct in the 

text below. llow..,er, it IIILISt be •phuil.cl that it 1a not poesihle to 

provide for all contingencies in adva nce, and therefore a specially trained 

personnel ... t be anilahle on the spot. .& special financial corps abw ld 

go along with the occupying torcee . This corps IIILISt conaiat ot aum who 

have speeialb.cl t r aining in IIOilotary, banldJlc and fiscal matters. Jinon­

cial &O!tinistration cannot satal;f be ll&da a part.-tiae job or ..,en a 11111-

t.ime job tor 11111 'llboae trainin& 1a in other ldnda of work. 
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_,_ 
Pr•l1e1nary &.pori Oil t.be psnenoial Alktn1ftrat.ion of 

Tbe t~ s.. u ~ t...-.au .. 011Ui.De ot the t•MD01., 

~tioa wbioh tiM to,_ of t.be 1JII1ied Jetioae m,ttt. ..ubJJ.Ih SA 

oocupied temton-SA lllrope or UriM or .&81.&1 1A 11:11.- bceelonc!o or 1A 

.~Qcs..-l!ml4ed -'r1••· 111.1& 011\liM tu:• J>GM ot - ot tbe ajor upeota 

ot tbe pn+'n obj..,t.ifta, pa.-1 prooedllrd, 0Ul'l'm071 bezlke, ........t\7 

ll&l'l<et.., ts..ca1 ad!Wii.U.t.ioo, prioe 0011t.rol. and ratl..W:.,, bolt. 1\ doee 

Dot at.ttolpt t.o 10 ~ tba 'bi'M4eat. and aoat. ,.,m11 priJioiplel witb 

r&~ard t.o ffiiT ot tb•• &Dbj..,t.e. 

Objeot.i!!f 

The .ajor o'bj..,t.iftl ot tiM fs-ai&l ecW1n1at.rat.1.on ot tbe U..S.ted 

llatioaa SA oooupied tU'I'it.or1• lbou1d be• 

(1) t.o tao111Mte tbe a111Mz7 ~ion of t.be tcri\or7 ilmalftdJ 

(2) 

~t.• a~ l....t ot -Gil• aot.i~tlrJ 
(3) t.o p1A t.be W1dMt pollli'b18 ~QPPC~rt tor tba OOOUIII11Dc aut.borit.:IM, 

1lb1le J"'OUUIC "' ........ Jan-J 

(4) t.o Mlllped .., t1A&l aat.t.lnMI\ of ts-os..l olaJM, Ut.lll, 

~ ...... tar .. .., 'be teu1hl• 1A kMpilll Witb tile 

etbar o'bj&lti ... . 
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(1) !b tyillute \bt n!H!.!rz ocgwt1on r4 tilt tmi\917 l..zm!l'!'!!l, 

'lb1! obj...Uft 1e ~~ 110 ooll81cl!ratioll - be a11 rn4 to !UDd 111 

tbe CT of_,,.,,,. U.. looal C ' • or tilt.,... .., All hate. Pl"lndal 

adii1Aietl'!\101l -· ..... •ft1l.abl.• to tilt OOOIIJJ'1Ar ,_, .. ap!d1\!Aiu~ 

.. pot!1blt, All pod! IDd ..-.1oM *lob aSP' taou1tato 11111MJ:7 operat1-

1A tbet t!l'l'1toJT 01' *lob a:l.p\ be of - to u.. 11D1ted l&t1011! !1!--., 

All .UV!! priiJIO!!d to aahi- \lot otbco objtoUft! of f1Mao1al wh4nl .. 

tr&t101l llbolllcl be ctl.aal.l.Ghcl 1t their 1Dtort- Mr1011!l;r .S.tb "" 11111MI:7 

&1M of the ooGIIC01Jic ,_, 

'l'b! dicnt to *1Gb \lot f1...enoial adld.D:1etl'!tioll 0!11 OCIIItriblltf to the 

IIUO- of ll111t&r7 Gpel'!t1- w1ll 'fU'T w1dal,y &C>Oordin; to looal oaad1tioll!, 

Yor .._pl•, t1J111Dc1al aclld.aietrat10D w1ll be leN 1.l!portant 1A...,.. bn1J11 

llttle, 1t !1fT 1 sood• an1labl! tor the ooCIIIJI71DI tore!! eDil wbere i t cr 

be DIOII II!'7 for tbe ~ f~ to briJIC wi\1> thlll all of U.0-

tl'!Uoo w1ll be of - Ullor'UM!, for 1wpl'IIJI!I' -'l>ocl! w1ll -~ 

•tacoaiS• "" looal popll.!\101l ud il!p!M Ul! aold.-t r4 tbe 11111t!z7 

obj...Uft!. 

(2) to MW! tM 4p ta •q eaoor d' l.U• ol !ht &EM Md to PJW'• • 

h, .. 1m1 gt n=='• eunv. 
'lb1! IDd Wll1d - u.. ,..._.. of bciUa u.. ~ ,_ - tilt 

looal popalatlOD. _. ns.ala\111& tb! uo-1a llt! of tl!t -· 1101'! pod! 

1114 ean1- ow14 be o*',... traa \btt...,. _, \bt Ollitod J&Uo• fer-, 

wbUe U.e local popalaUoft wald cj07 tilt~ Uftl of ..U 'brtrw 

~ .S.\1> .... ...sa of tl!t OOCIIIIPJi.!ll , ....... c.r. 'WI1lc1 baft to be 
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tum lest tbo .,~ ~u lv tM iMI'MMII oem:n1o aoths.v. Ooodlo 

proctucod in tlw a.rea met Dot ti.Dcl tb.t.r WilT to tile ~. ~ Ott 

eoocl• •..,.ot..S or --. ..,...tilt .. .n 110t be ..u-.t to ocd.Du ill 

W.i.DMa 111~ ..Soquto OOD,rol.o 

(3) to pip \b! p4wt potdN• ppp ,,. aport tor tH MM"" 

&UtlaorUiM. -b11t E!O\'p' nt FW 1pC'l;ege. 

It will be to \he adftntap ot u.. ooCIIP1'1Dc f..._ to ban u.. toall.on 

cooperation of tbo .,.oplo of tho o00\lpio4 area. A ooopora~ popal.at.ion 

will not onlT p&'OCtooo 110ro 10048 ODd rmdor-. ••m- u..n a r.-lciU....t. 

populat.ial ODd oon\r11Nto ~ ax to \M &rMd forooo, but aloo ou be of 

. S..ediato and cl1r'oot 1114 ill JII'O'f141DI mlltar;r illt.U.S. .... em U.. di.poa.­

t1CD or ... u-oop., ~ ~ .... ~·-· ..s IMIIV' ~. 

To obtain tM cooperation and ~rqpport of tho looal popal&Uon, t.lw .NMncdal 

aal.D1otraf>10111 llboal4 talto _.... to w1111w1u t.ho ~ ODd 41Natorto 

bod.DB toq>el'1coo4 1v tlw people aDd to ..urt.o1n •-tS&l ••m- OU4h u •t• 
~ ODd fllel,. If foulblo, - ~ be Ultc 'Sb1ob wwl4 ,S.TO PNL­

t1n reo p"t.S.cm to \boN npportinl tM On1to4 Jot1o,., par111CII&lar}J' t.hooo 

1dlo _.. acnlw u neb nrs.,. tM period of .IIIU OOGIIII'Ati•• '!'be....,. will 

probeblT att~ to p_,.taato b1o s.ntlaeoo uoq tile f__.}J' oooap1o4 

poopJ.•. Daoo looal. po~ 3l•oo will be Joold'll to t.ho Onlhd 1•"- 01'11101 

to talto pans.u .. _.... ap1laot fo,... .a. acwon-. !he ti-u1 

Mlo1D1otnt1on oboal.cl attOIIPt ,_ 1a..aro \M coaporaUan Ott tM pooplo ill 
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(4) to D'R'¥' IJI[ Q=1 etp crt PI Nn•¢•1 pl,,,,, SitJ•·, r1*•, 

ttg. • N hr N "! bt l•afble 1A kMJ' 9' Jd,t.b t.be tbeu gb1tqt4ue. 

2be oooQP&tiGD aoow....t 11 ... .,t.1all,r JrO'I'ic-l, !be OOOIW1q 

ad111111etrat10D lll1.st reoopl.ae tbat tba .tiDal <11epo81tiOD ot pi'Op8l'tT ricbt• 

aod inet1tut1onal UT~te 1e the pronnoe ot the tlltwe ci'fiU.a 

autbor1t1ea. It tbl oooawini autboriti .. DIP in a1Dd tbet tblir job 11 

one ot t.paraey adanietration, aiMd pr:I.MriJT at belpinc to acld.eft 

ailituT 8\lCCIII, t.bq 'll1ll ben an e~tio aa.tdl to tba l1111tet10111 &lid 

boundaries of their tlmot10111 &lid dut1ee. 

Certain general proOidurea ere •Uiil.ted 'lbiob IIS.Pt appropriltelT be 

!ol.lowecl bT tbe United lletiooa oooawille aut.boritiea. 

(1) Oooda tp4 errl•e apgpirtd trw the Jerel pppu1tUe lhopl.d be 

IZIIrJ'EWnr M'd tpr with mcb: t.bt H" g( reqpitif.1me Wpl4 he 

kept to • Fn1nn· 

~te in ouh would in-11 tbl 8upp1;r ot aooda &lid -".011 

wlxlcb oould be otrta1nlcl trca tbl popllletioll, z-11 llot10III ot tbe 

populat1011 ot tbe er .. wbiob 11 bein& ooollpl.ad .q look 1¥1tb auapl.ciGD 

8lld perbape - <lietruet. 011 tbe oocawille foroea. '11-.r -:1 1l1ab to 

111 wllatber tbl tbited J1at10111 foroea rl!ll'-t 1n c:t real 'lfiQ'­

t.bi.ll& ci1U•.,t trca u. t_. e1ob beft bee driftll oat. !be JII'1MrT 

a1a ot the oooawille toroea 'll1ll ba to obta1n tbe Dlldad aoodl &lid 

tbl poplllet1oo liT uaalna diaplq ot po!NI' &lid autbariVo Aa po1nted out 

&bono, a oooperat1ft& popW..at1oo would ""''PlT ...,.. ot the dN:1rad aooda 

aDd ...noea &lid could be ot oooldderaba aan.tanoe to tbl ~ 

foroea. 
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D1rlaion of llonetary 
Reeearcb 

The uae of roquiaitione ebould be limited to caaee where it 

i e not poedble to eg:ree an price or whu-e, !or eo.e epeoiel reeean, 

caah ia not available, 

Con!iecetian abould be reeorted. to only u a punitive M&JNre, 

(2) Pament should be ~~~ad! in a epeciolly prewt4 curr!OCV• 

When tbe invading !orca !irat occupies territory to!'lllel'ly under 

lllilitary control ot the eneoqy, it ebould be equipped with currency 

that w011ld have iamediate and Wlqueeticnable acceptance by the local 

population. Tbe currency ebould have su!t1cient preeti&e in tbo" 

aroas to be eagerly a ought by the local reddenta. SUch e currency 

ie tbe U. S. dollar which baa WU"ivaled aeeeptabUity the world over, 

providing, of couree, tbat it is les~ obtained and held, i!olrever, 

there ia always the riek tbet eome of the aree pined in !igbtin& w1ll 

have to be p.ven up, or that the currency will seep out of tbo area 

t hrough e)'lll>athiaere of eneoqy !oreea, etc. Tbia would mean that the 

onerq would COM into poaaeeeioo ·ot U. S. currency which would have • 

eubatential value. It would therefore be wiee to have e<lale dietinauiab­

ing urk oo the curr .. cy ueed by the U. S. toreea. &lcb a urk ll1&bt 

be an overatelllp or perforation, whichever better eerveo the purpo ... 

~eaticne of eaae ot counterfei tebU1t7 and of atrengthoning of no tea, 

and ot apoed of preporation would enter into the calculation u to 

what the ~ of diatinguiehinC .ark to uae, In tbe cau of ll&wa11, 

en overprint wu uaed and it ee.-cl to !111 the p>rpoee quite 

aatia!actc!'f. 
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Divie:l.on ot Monetary 
Reeeareb 

The U'IIIY equipped witb aucb curreDCy woul4 parobue witb dollen 

ouch materialA end services u they coul4, Sol41era• pq to be op•t 

1n the area aboultJ lll.ao be 1n the apeci~ urked curreoq, It 1e 

presumed tbo t tb:l.a currtncy -ud Ill ways ban a vlll.ue equal to tba 

~Iced U, S. currency, But tbat need DOt .... ar11.7 be the caoe. 

It dependa en the aubeaquent devlll.opMnta 1n the c~cn. 'l'be 

special mark would make it poesible to identity the currency tor apac-

1111 trea t.unt, 

Tbia procedure applies onl;y to the 1n1 tiel etosea ot tbe 1nnsion, 

Alter the 8'*'1)' torcea bave moved forward ao tbot tbare 1e a subatant1111 

erea beb1nd tba linea, a profiX'• ebould be eetobliabad to argt:.nisa tbe 

economic life of the occupied area, Tbie would involve tba uoe ot 

another type ot CUlTeDC)'. Tha ,_ currenq misht; take IUJ¥ ot several 

fol"'l8 but 1n 1101t olaee it would ee• to be desirable to utilise a 

currency eitbar eimilar or :l.denticlll. witb the currency ot the invaded 

nat.1oa . 

The u.oe ot a apeo1111 curren07, prepared 1n odYence, W'OUl.d h&n 

cuta1n adventa.cea u against tba uoe ot tbe currency of one or 110re 

of tbe United Haticne or tba u.oe of aimlaticne of the alre&clY oxia~ 

inS local currency. u againat tbe uee ot the currency of one or 

110re of the Unit.d llatioae , the apeo1111 curranc:r could be deaicned 

to be f•llhr to the local po))lllation 1n any pertiouler country, 

It llisht tacU1 toto a bitting eoae of the ooeto ot tba reoccupetion 

troa tba &""ernMRto of the occup;rin& forcea to the people of tbe 

country ba1ni occupied, if tb1a nre desired. It could be mo.de legal 
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t.nder onl;r in the occupied area and not tr .. ly exchengeable by 

1nd1 viduah ror dollare I atarllll& or other United Nationa IIOM)'J 

there would be mob leas likellbood of the an-,y benefiting by a 

pouible reocoupation of the area it a cu:r:r.ncy of thia kind wu 

u.oed. Pin~, a opecial currenc;r 'IIOuld be leao likely to raiae 

deUcate queationa as to 11b1cb of the United Nations currenciea 

should be uaed aa the occupation currenq. 

u asainet counterfeiting local curreno;r, the use of a speci~ 

prepared ourreno,- would bave the adnntqe ot helping to 1118inte1n tho 

proo tic• and moral etancl1ng of the United Nations. lloreover, it 

would be euier to insulate the reoccupied area t'raa the area st1ll 

being bold by the eneav- it the sua med11111 of exchance were not being 

used in both. 

U 1 t 1a decided to uae a spacial ourreno;r, 1t should be pre­

pared in advance and 1n generous quanti ties oo tbat there abould be 

no d~ to the ocouP711l& rorceo reoulting troa a shortage ot the 

(3) A amial corpe of .onetar;y and tinanoial aQo1niatratora sbould 

t go al.gw with tbt occupy1na forsy . 

The mebera of tb.1a financial corpa should be otationed in all 

key financial 1net1tut1ona cbar&_ed with ourrenc;r embeion, banldn&, 

oecuritiaa control, tax adla1niatrat1on, price control and rationing. 

To taoilitate their wor k, particularly ainca the mmber ot avall&ble 

ad!U.nJAtratore wwld """ .. aar11;r be liJa1 ted, th11e repreaentetivee of 
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the t'inanc:l.al co.,- should direct poUcy whUe lll&ldn& WI& ot local 

personnel in adminiatration ae much aa pQiaible. The truetwcrthin111 

ot the local paraonnal would bne to be jud&ed on the spot. Tbia 

corpa III.Lit oonaat ot men who have bad epaciallsed training in llliOII&­

tary, baDkins and tiacal. •ttere - trainin& (luite as thorough aa that 

ot the 11111 tary •n• Finaneial a<bin1at ration cannot sat ely be made 

a part-U.. job or even a tull.- U.. job tor aen •'-• tra1n1ns a in 

other kinde ot work . No ... tter - well plana are leid much will 

hove to be lett to the diacretian ot the tinMcial adminiatratora on 

the apot and they must be men of spacial experience and spacial apti-

tude !or the job, 
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1he Ullited ll&tiooa troop& will b&'re IIHd of a suitable currency ~d.1a~ 

upon 1nvad1ni a:ti¥ terrltoey, Plana therefore auat be ll&da at once 1n order that 

tile aot\IIJ. pr1nt1n; or ourr&Deiea ~ beiin in tha ....,. near tuture , 

A aui tabl.e ourt'&IIC7 can contribute to the wcceoa or an 1.nvaa1on by pro­

viding an acceptable ae~ tor the purcbaee of local euppllea and for the pq­

ment or Ullited Nations troops and local. •ol~mteera, and b7 !aoilltatins the 

res1l!lption of econca:i.o llte behind the linea. It waa concluded above that the 

plan ltU.ch appeared to otter the greateet acinntape waa ~ prepare apec1&1 

currencies rather than to .,_ a UDited ll&tions• OUZ"l"8JlG7 or co~mterte1te ot 

existing currencies, In tbia aeotion aaae of the al ternati.,. plans tor 

apocial currenciea, called for connnience •oc.,.tion currencies• 11111 be 

<U.seuesed. 

rlho sbould iewe occupation currenay? 

:rt tho population or the area to be occupied ia triend.J.T, and if the 

country 1a repreeented 1>7 a tree gonruoent acceptable to the United Nations, 

the aponaorebip of tha occupation currency b7 thet goverment 11111 aene to 

1ncreaee the acceptabill t;r ot the currency and beoce tbe wcceaa of the 

occupation, nu. prooediiH iapliea, ot couree, that there will ba a different 

occu!'«'tion curren07 tor each.triendJ.T co1111try occupied. 'l'bere are ....-eral 

altern&tiW&I 

1 , 1he UDited stataa or another of the UDited Nations aisl>t iewe 

occupation ourrtD07 1n the- of the tuture ,~tor tbe 

coo ~!Pied terri toey, 'JhU plan bee the adnllt&p '?f not ~ ttins 

the UDited ll&tiona to the aupport of aey particular me sonnaent 

and 1te peraoaalitiea, but it bu two d1ead"fantagea 11bich probablJ' 

.-
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mOire than oi'feet the adftntap. Wi tbout the eponaorabip of a 

particular tree goven.ent and of looall¥ known pa.raonalities, 

the ~rt of """"' aeotions of the local populati0118 id.ll be 

lost. Furthermore, the United Natione might disagree among 

u-aelfta about 'llhich should. enjoy the benefit.. and accept the 

reeponaibility ot issuing the currency. 

2 . 'l'ha tree go.,l"IDBDte alread;y axiatin&, or •ore acceptable new 

tree go.,....,.nte, ll1&ht issue the curre1107 in their own name • 

Tbie 1a perhaps the best plan, but i't t.pli .. at least a 

lidted .....tt.ent by the United llatioM to eetebliah those 

tree gOftl"IDBnta and the peram8:U.tiea canpoeing th111 aa the 

le&itimate government of the occupied territories. 

3 • The uee of existing or new central banks ot the tree govern­

mente miibt offer the advanteae of tree coveraoent 8PQnsorah1p 

'llithout eo definite a cCIIIIIIi.taent to theee goTernm•mts . Illter-

podng a tb1r<1 1nstitut1on between the Un1 ted Nationa and the 

tree aowei •-nte would. za1<e the United !Ia tiona • cOIUd.tzoent one 

step leas direct. It would. also pemit curren07 to be issued by 

a central bank, in accordance with the procedure with which 

European peoples are moat accuetc.ad. It a central bank wre to 

be ueed, it should. be placed under effeotift control of the United 

Nations. 

~·-

When it baa bean deoided 'IIIlo shall 1aeue occupation currency, ita preparation 

should. be aiD at once . 'nle United Nationa, the tree &cftl'lllllenta, or the central. 

banJal QL tb& free &Oftl"IDBDUs should. be inet.rueted to prepare a suitable CUlT8DCIJ 

tor nary area tb&t the troops oL the llDited llationa are l.ik.eq to inn.da . '!be 

11 
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knowledge that these ourrenci ee are beinll PHp&nd will sene to increaoe .tJd.a 

! eus of an inYUion, and tlle a1aulten.oua PHpar&tion o! currenci .. for IIAliT 

areas w1U suttioient4' conceal plana of the 1Jnited NatioM, 

'!lll&t typo ot curftng ehould be u.aedt 

1 , The curreneiea to be iuued should be elear4' disti.nau1shable 

traa &1\Y currencz prenou.sl¥ uaad in the count.ey cooeeroed and 

praainent4' marked as the currancy of ·~ goveX'JJD8nt of ----•, 

the •.tree goverDIIent of ____ •, or •the central bank of !Me 

_____ • • Aside from thie distinction, the notes issuod in 

occupied J.'riend:cy territories should be as a1•1l•r u poslible in 

aize, desiil>, legend and dencai.nation tO the currency of tho 

legitimate gown~~~ent existing before enemy conqlleet , D> this _,., 

the &dftntages of open dealing are occbined with the advanta&es of 

convenience and familiarity to ths local populatiOM, 

2, !be occupation currencies should be ... de legal tellder in the 

countries taken over by the United ~!atl.ona forces. .lll United 

NatioM pur cbuu and eales should be ll&de with thil currei\C)', or 

with cheoka upon deposita of this currency, Convereion ot exist­

ing curnnciee into occupation currencies sllould be aad8 obligato.,. 

within a ehort t1ae , . 

) , '!be occupation currenciu should be PlCbengsable tor .the currenci .. 

of the \JIIited NatioM only in accordance 'llith a special liceMe. 

"nlare 1e little actn.ntegs in pol'lllitting persone to convert occupation 

' 
ourrencz .traeJ,J into the currencies of tho 1Jnited tlationa, and. by not 

pendtting such ecnftreion doll.ara, pol!.l>da, etc . , can be kept out ot 
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eneco- banda in the event tbat the inftoion ebouJ.d be 11118UCceeetuJ. , 

Ho...,Ter it will be neceaaaey t o pemi t a Cillo nm1 ttancea 

to United Nations areao, 8CIIIO excbanp of aoldiera• pq, •• ,.. 

·eJCCIIanae of goode, eto. For those purpoeee, "" euggeot - ao --a bsaie tor discussion - the tollowizlg excbange rates. '!hey 

are deaigned (a) to favor trieooq eo~mtriee and penalise Ax1a 

bmoelande, (b) to preaerve ,,_thing like the m<Uting relation­

ship eaona the currencies of the trieooq countries, (e) to be 

1n convenient round multiples tor h.oll1V 1n excbanse . 

German llark S to $l. OO 

Nor...g:Lan Kroner s to ~.oo 

Danieb Kroner s to $1 .00 

Netherlands Florin 2 to sa.oo 
Bel.aian Frane 3S to $l. OO 

French Franc SO to $l ,OO 

Iteli.an Lira 40 to $1.00 

4. '!he occupation currencies ebouJ.d be udAl excbanieable tor each 

other. ~ ot the countries that are to be invaded ad adjacent 

to each other, and the occup)'ing autboritiee could gain UZO' 

ad.,.,tagea 1'rciD reasonably free trade among t ba occupied parte 

of adjacent countries. 

Japanese experience with iavaaion currenoiea. 

Tile experience ot Japan in the wse ot invuion ourrenciea ia ""rth not.inQ:. 

'11la Japanue ~~a ... tried nriows t7P"a of inneion Cl.ll't'ODC7 in their c.paign in 

~. '!he tiret t"/PO uaed wu BaDJi: of Japan notea . HOWIIftr, -., theae Bank 
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o! Japan notes nre !oUDd to be depreoiatina; u ap1Mt tbe CIUDose Mtiooal 

yuan, Jlillt.ry 7'8D ,..re introduced. '!'!Ieee military 7'8n wre printed and ieeued 

ey tbe Bank of Japan and diatributed in China b,y tbe Iokabaoa Specie Bank. .lt 

first the ciroulation of . these military 7'8D Md to be enforced by military 

Ileana but later the publ1c accepted th• volun~ aa ths:y could be used to 

purchase pda tram the Japanese . 

In addition, ths Japanese ba.e sponsored Y&rioue note-issuing puppet banks 

1n China, the aoat important being tbe Federal Rose....., Bank o! China at PaiJ>ini, 

tha Central Reaerft Bank o! China at llanld.nc and ths l:ench<•nc Bank o! Innt.r­

t!cngclla . The currencies ot these banke ban nuctuated in value 1n the past 

but, at present, ell are at a premill!l over Chinese national :yuan. 

The Japanese have taken measures eitber to discourage or to prohibit tbe 

circulation ot Chineso national :yuen· in tbe various occupied areas in China. 

Since De08111ber 71 1941, the regulations againet the oiroulat1on of Chineea 

natiooal :yuan have been rigidl:y enforced. 

How shall occupation currenc:y be ieeued? 

l . OCc\lp&tiOD currenc:y abould be ieaued to tbe &OT&naante o! ths 

countries eak1 ng tbe 1nne1on. 111• tar. a under which occupation 

ourrenc:y should be made available to ths innding aovertlll8nte are, 
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howner, eubjeot to d1ecwoeion. '!be Ullited llatiODS ehould u1co 

certain that, in appointing acy tr .. gonn.ent or central baDk 

to be · the ieeuer of occupation CID'rellO)' 1 tha 1net1 tutions eo 

appointed should thoro~· aare• that the sonmunta ot the 

occupying countries have the r1sllt to 1117 amount ot occupstJ.on 

c\D'renoies they -.r de• uaetul . '!be occ~ gcmtraoenta 

aigbt pq for auoh currellO)' in tha1r OIID currenoiea, tbey ail!l>t 

reoeift occupatioo currency on loea t'rca the i...,.,r, or the 

actraoo.e ucla b.Y the issuer a1ght be coosidarecl to be the con­

tribution of the occupied countr)r to the coste ot the a1li tarT 

operations. Paying tor the o\D'rellO)' in currencies of tbe 

l/n1 ted Nationa has maey ciiaactYantagee. The rate at which the 

occupstion currellO)' ehoulci be boUsht woulci be eubjeot to great 

unce.rtainty and would probebq chanp greatl,y during the couree 

of the occupation. l»ta'n'ns the currency u a loea expressed 

in tanaa of the occupation currency 1e a workable plan. Qle -.:t 

in wbioh the loan coulci be repaid ia the tollooringt 

Attar the earliest stages ~t occupet1oo, tha United Nations 

will probahq ebip to the inY&ded area• conaidarablll vol,..s 

ot ci-.111ene' ~nqJpliea, and occup&tion OID'r811C1 collected .trca 

the ale or these 811JlPl1es coulci be UMd to rep&¥ such loans 

without the question of conver1ion rat11 .... r entering. llhether 

or not pr.,.Uion of tbe currellO)' ehoulci be cODSicilred aa the 

cootrlbution ot the occupied countn.ea to tbe cceta ot the 
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1n-.a81on ia 110n queorUonoble, ,...,. ia no oorte.inJ.¥ fair -.,. 

to diatribute the coote of the in-.alion aonaat the tnUtecl 

NaUona, thD in'ftdad countries, and the ~, '!hat tho free 

goveX'I'IIlente of the occupied oountriaa ahould provide occupation 

currency u part of their abare of the ooat is no aon than a 

rule of thiiOb , 

2 , Occupation currency' aboul4 al.eo be ileuad tor the co.,.,.rlion of 

ex1ating curreDOiea in the occupUd areu, 1e.., etatecl abaft, 

this COftT8raion llhoul4 be obll.gator:r within a .,....,. abort period, 

'lbe ex1aUng currencies IIIBiY be co.,....rted at a diacount, or at par, 

unleaa currency depreciation has gone so far as to lll&ke the exiat­

ing de~tion system etmbereoma, convetaion at par would be 

tha aiJiple at plan, Hawver, aa tha occupied circle wi!lens, 

aucceaeive conversions will haT8 to be ID&de at different rates 

1t the releUT8 values ot tbe currencies change during the courea 

ot the ilrfaeion. Converting ez:tating ourreno1ea into !""'-Ucc 

ourreJ>C7 will provide oceaeion tor e~t1on of 1nd1rtdual 

bolder•• 1 record o! large COOTerSiona aboul4 be kept, aDd a:tJ;f 

excepticnell,y lerce oft ere ot notes aboul4 be plt. eed in blocked 

accounta !or aubsequent 1Jrn.sticaUon, 

J , Fin&llT, occupation ourrenoy should be iuilod to aeat withdrawala 

ot benk depoaite. As discuaead in the tinancial section, below, 

tho authori~ 1eeuing oooupetion curre1107 llhould aake anil able 

to the benJ<a of the area as a uch curreiiC)' aa the:V need to 108at 
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1lha t tzJ)! ot .tract.1onal CurT!!!I!l aboul4 be ,. .. df 

The &hortap of all C<XI.Dap Mtala, of a1nt capacity, and ot ehipp1Dg 

epaee ulcoe a aat1et&eto1'7 eolution ot th.e preble ot tractional eurreney '"1'7 

difficult . E&peo!UJ.J.;r would it be UDWiea to at~t to iel\la tractional coin& 

moreJ.;r tor rapla-.tt purposes . It would be poesibl.e to recognise t.nd con­

tinue to uee coina preeentJ.;r c1rculat1ng 1n tbe areu ooncern~~d, 1!18 po .. 1b1l1t:r 

ot doin& thia ie 011e ot tbe reaaona 11bf it would be preterebl.e to 1..,.. occupa­

tion curreno;r 1n the d"""'1 notione currentl;r 1n uee t.nd to coDYert .n.t.1ns 

currenciea at par , Thia solution w:U.l be tar traa pertaot, tor a shortap ot 

fractional curreney probebJ.;r ex1na 1n aaey ot the areaa to be invaded. 

flhat should be the rete be~ invuion ourrenor and ourrenciaa ot the 

United Nationst 

It was stated above thet 1.nvaa1on currency abould not be treeJ.;r convertibla 

into the currencies of the United Nationa, and it wae &leo stated aboTe that 

the sovenaents ot the United Nations prob&bl;r abould not b~ ilrtasion 

currency w1 th their cnm currencies . For both of theaa reaaona the pro~ ot 

a convereion rate between imaaion curreno;r and the currencies ot tbe Un1 ted 

!lationa should not be eerioua , HO'I08Tir, tor the purpoees ot p8lin& troops 

""oae s&Wies are detined 1n Uni~d Nationa' currencies, ot detendnin& azw;r 

expenditures 1n accordance with tbeir budg.t&, t.nd ~t pendttina aubsiatence 

remittances, -• rate of exchange auet be datendned frao tillle to tillle . In 

detendn1n& thoea excb&np rates, an at~t ehould be uda to place ae 

nea.rl,y u poee1iue at the ratio of tbe puroh&&iD& powr& ot the currencies • 

Clw!ge• 1n these prooedurae appropriate to th.e inY&&ion of U1e bcllelanda • 

It the iDY&eian 1e to be aede 1n an U1e b .. aland e<ae cball&es 1n teobn1<lue 

would be oalled tor , In aucb caeee there would be no .traa g~T~~r~&ent to ieeua 
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occupation ourrenoy, ODe 1111ibt be eat up, but tbl politioel ec.mitment 1mol.,..d 

1n so doing 110uld be great, Unlees such a gOTerrwnt ... re eet up, the Ullitsd 

Nations would ha'" to iaaue notes direot]¥ • 

Those notea could be celled "Dollars or the united Nations Forces• and -be made 1n aoat respects aill1l.ar to the united Stetea dou&r:" nte deJ>Cain&,. 

tiona, bo ...... r , abould be JUde to acre• with that current.q 1n uee 1n tba 

country and the OOJrreraion rate abould be a '"1'7 conwnient one 1 euch u 

SO lira per •dollar", although at aucceui ... .tqu or tbl ilmaaiOD thia rate 

will probebl;r ban to be clwJ&ed to take account ot the progreasi ... deteriora-

tion or enS~~T curreiiC)', Caapulaoey oonwreion ot ex1at1ng currencies into 

these •dollars• lhould be made llithin a abort period. 

... 
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a. ,. m d lll !p\!! 

A~ •• a ,_. z:t1a.•'ue11.• •*'• pnt "r 1dlJ. -s.\ • -.sow 

w.u-s.\Gft...---...., ...... ~ilr•t ._,_..,.._, 111 

.. .., ... olllll, ... l-.. .... f/6\IIIU ....... - 'p lrlll .. .., .... 

dUllS I !liM. 

!lie zekentll& IMIIr _,lie 14 1W \e ..a. 'dtlllda • _.of \!Ia ._ 

~ • ....tttee, PPA--~· ..._, _.- .,,.,.,,_. _.' '111$ run• f/6 

u.. - .. a. u 1111e to a.. _. • Wlft7• • -me•-= at .,.. z:t! .... ~'=~~.~ 

aonbla •ana _. run•. .._ -••••-•• 11110 - 1op1 ~ ..u.J., ~ 

&I u.,- ....uSa ....... - ... , •• -...r l ..... ., tW.I"' 1 , •••• Alao, 

~~·• ot \ala s-n1 palalla, \e paa""' tt 111- bw \a. ...-t wnn~atr 

ot • ...-., _. \e Jlll$1&" •'- tw f'l.1P\ 1t tat aiiMWl a. 11101aa1171 

Prv~Noblr 1dlJ. -.. .... ~ at at to a •= t dapodto s.to Mill, -•uua, 

..s otMr ...U, •• 7 'a __.., _. t111a \e ld.M t11aea ..ana. 

oa lie left ter a ' ' "• .,._. tM _..,..,. u wl1 aftablh"accJ .n ot 

t.ba, 71 -· --.u a. left ,_ ts.e1 col*- • \!Ia •ra ~~'ra--stn aS.~ 

co•• ·•· • 711 aw '-* .-..u a..._ s-ctlrto1:r an.._ t.at­

oolltribuiM cllrwt.'ll' \e \ala em1111 at \ala ~ a4 ~U.J .,_ tMt 

lbolll4 ... 71-«1 ... 1rter 1a .. _., .... - - - tlaet - ooatrlllaa -

t.ba rd'•Ml1--- at tile 4lir to dq 11ta ef tile ~ of tile s....-. -

1114 ~ ~ ocatz1.bata te tale ---· ot t.ba 00~ .. tile .... 

affei'tJ ~ tbet e7lft14 ... left W tile cd.~ rl' 11t1ee- II UW tllet 

attaot u. 1a1--zsa 11ta ot t.ba --d.v, a4 -.. 11\Ue 
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e!teot IJPOil eitber tbe iJ1Yu1GD or tbe ooovpct1oD, 

lill1ob .tl10mioD -t be l.ett to tbe ooc'11171Ac Dt.bori ti.N ce tbe 8PQt, A 

corpa ooneietiq larpl;r ot treiMcl D&tift pel'eOIUI aboul4 be r.oraitecl at­

in the UD1te4 ••t1ou liT tbe l'ree Oo....-r mt or, liT tbe ~ral bale ot each 

gotex-t, (1t it aboul4 be cleoided to UM -tral bii!Q u tbe 1- ot 

occupation Curr.~CT), to ~1117 tbe ia'fUioo t-, IIDd to C&rr7 out t11oo 

t1Jw>C1al prosra. .Ua tbe 111l.1t.aq aut.boritiaa -t ban tiJlal ccmtrol, a 

• 

trliDecl pai'8CilDal, UICI a :J.arpl;r uti,. paru11-.1, 1a beet n1tecl to tbe natura 
4 

• 

ot UZI!f ot tbe N •• I al tub, 

1. n.a41.at&q 'llpOil atry 1ato 1111 area, the oooupat1011 &Dtbor1t1 .. 

eboW.c!. illp)M a guaral frNdJI& ra.,.:Latioo. lll1iT t1DaDcial 1a-

at1 tlltiooa that 1U1iJ happeD not to be cloeacl. '&boule!. be cloaecl. at 

oooa, JH"M'IDI cartiftcatioD liT the ooot1>71Dc autboritl.ea. 'tba 

oooti.D- ot balclnc lllld Moarii;y oparatiooa ie DOt aaaaotial 

to no- 1a tba 1Dft81.oD &tap, IIDd tba fro- aoCOIIDta aq 

therefore be lett tor later ooneidarats.oo. 

2, 'tba flnm·1aJ ac-ta ot tbe ooo'11171Ac aatboritiae ehollld ~ 

at-to~ tba ~t7 ot lnle1Deaa _apre, IDilaa 

qaioll:q u poeei~ to N}llaoe eq wtloM ~t7 1e aoapeetecl. 

) , otbar probl.- that oNe!. to be brdlecl. S...<tlataq ua nbal.e­

taoa witbdr...:l.a eel. t11oo .. tabliu-t ot a IO'Gl'Oe ot cra<tlt 

tor ea...tial lnls1llea&M• !be pat c!.110r,8Disat1oo pr<lbabl;r w1ll 

1- u:q NO..Ual lxl-'-- t1Jl&D01all7 uoabJA to C011tiJn1e ~ 

tion, aDcl. tba _ ... ot tbe iaYaeiOD .., claarl7 be tartberac1. tllroGcb 

tba aat•bl• • t ot a - tor pro'fidinc cra<tlta. It a oatral bale ot 
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\be hM &OiWIW&t M.e bee ..tabl1ahed, U 11bou14 a.t 11p 

•-s41·~ liD omo. tor \be PI'Oftlll• ot 81IOia CNcliw. It 

a oeo\Nl ballk baa not bee eftablillbed, tba f'1Mno1.al. ..;.,._ 

traM~'• llllould ba -.pCIOOered ~Mica ..,ob l.omla wUh tMe lOY-\ 

tnad • • 

1. 1lhe the ~1on baa !>eo-. .. WhUib.S, tha .t1DIIDc1al ~ 

Mra 111411' l'Mrpaise the ,_al 'banlr1n1 taoiUU.. ol the .... 

oaWWn41aa dlopoeit an4 DOW HIMHt.l .. llbould ba r..tated 1J1 t­

ot the n• aoarreaq. Bank oull an4 ~ ot \be old t;n.e lboal4 

be a,..,,.Stor - ca.Jftllq liD \be - hnia u thoae otfered the 

1111aral pUlio. lAcal bat*•, 1111der loJIIl. ....., .... and llllder the 

nnot oon\rol ot the t1Dano1.al. adlal.ld.nNtora, 1114bt be reopnle<l, 

an4 p1'0'I1ded with -Vel bank or trea a-t t1lllda to tba at•t 

that t.hCz .... t• are to1111d to be llftequal to their dapollit U>d note 

u.. to tile atet tbat thq .... abla and ~ to bllndle th-. 

1Mlr G1et.l.nl -u 44polll.\a ~t th• be llfttroeeo. Wrl• 

4~\a ~ be .troeeo wile tba n_.,., ~tore w 

oerUftecl to the blllka tiM JAplt;r ot thll1r .,...ra. 
2. Darilw th1• period, tba f'!Mn..SaJ Moo1nt•tratera abollld al.eo lllldertea 

a -- ot pi'Dpertir ~, \ba purpo .. ot whl.ob wwld be to Jll'ooide 

- ot tba Wo,.tion \bat WS.U be needed la\ar tor tba tiDal 

M\t~t ot o1as- tv the oi'IU &Oft~t. It. ~ be --• 

tbat aalT Uaoee ~ reportacl 1n tba _. WS.U be oonll1dered 

Sa \he tlDal ~ to be -.Ia bT tba cd.'fU fOf F •\• 
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Dbiaion of llonet&z7 
Research 

) , .la aoon aa United Hation.a occQP&tion ia .. tabliahed ~ 1n &IQ' 

area, it will be neoeaaary to eatablleh a a:yat.m of foreign ncMnc~ 

control to Ucenae tranaactiona with otber United Nations areas and 

to prohibit tranaaotiona of benefit to tbe ei'IIOIT• The 8A:biniatrat1on 

of th1a foreign exchan&e control ehould preaent ver:y fnr noTBl pro­

~~ ainoe tbe essential conaideretiona imolTBd would be identical 

with thoae at present prefti.Ung with rep.rd to trade aacnc United 

Nations areaa and the relatione of Ul>ited Nations areas to thoae 

controlled b:y the ene.:y, 

4• The rees~bunt of orgaoized aeourit;r u.rlaote, the t1naJ. aettla­

ment ot property claiaa, and other eiailar utters, ruq be loft 

aataq to the oi vil govel'lllllent 'llhich will succeed the occllp11ng 

authorities , 

Gei'IWl Fin&Doial Procedure 1n Occl!fied Tarritoriee , 

Dl all cues ..m.re 0el'II&JV' haa taken over tarritor:y attar act1Te 111lit&z7 

OJl<lrltionAI, abe haa followed a unitare procedure , 

Dl the firet etage of ~ 1Dvaaion the Oml&n 111litar:y authorities bave 

issued apaoiallilark currency (Reichakreditlcaaae notaa) to purchaae auch good& 

and aerricea aa the ~ forcea needed, .la 10011 aa tbe Oeman arllioa haft 

boon better eatabllahed and heTB displaced tha local gove:maent of tha invaded 

area, theae epeoial llark notes haTB been replaced b:y ourreney of the local. t1P8 

issued b:y Qe...,.......oontrolled central. banka , 

'!'he Qeraana have etationed a bank e....tssionet, who haa ccaplete control 

over pollc;r, 1n tha central bank of each occupied area . 'nle;r bave ll.so appointed 

suPerrilore to gO'fVD the pold.e;r of the .. jor pri'Bte bankll, 
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All toreian exch&n&e t..anaactioD.e han been ucS. aubjeot to Gel'MD 

peJ'IIIiuion, It haa been required that toreian excbanp hoJ.dinea be re&1atere4 

and either bl.ookod. or eold. to th& puppet oant..t.l banka Ullder aeman ocmtrol, 

'!'he oenuna derive tbeir tunde tor puroh&eu traa the oooupied. area tna 

direct aclvanoea oel.led. occupation eoate, 1'raa cl.e&r1ni cred.ite a~ b,y 

the central bank or gOftl'Diellt, and 1'raa direct &clvaneee 117 private belllc.e 

which haft been brought under their control . In addition to tlleee eouroea 

o1' tund.e, in aost o1' tbe occupied. areaa tbe Geraane telce t.ll pubUc ren~~Uea 

and 11&int&1n oaaplate aonreiantT onr the ~t ucM .. .,., Occupied. 

Frane& ia an u.oaption to thie general ruJ.., 

'1he Gemane ban utllized. their control OYer tile currency and bank1 ng 

system to ooneoUd&te enterprieee and bring th• ~r German contr ol or 

Geno&n "participation• to the extent they de.,..d. neoeeeaey, 

Occupation and chil gonrment in .l.Jde baaelaDC!o. 

'nle range ot activities unde~n b:y occ'Wini authorities auat be 

deterained. in large p&rt b;y the length o1' tba period. ot occupation. Wlleft the 

interftl bet-en invaeinn and. the tomation o1' a ci..U g<>TBrment recogniud. 117 

lhl.ted. HatiOM ia to be prolollged., as 1e aoet li.lce:J.T to be the c.,.. in .lJde hoM­

lancla, it 1l1l.l be neoeeeaey tor the occu!J11.ns autherities to Ulldertel<e a Wi.d.er 

rango ot activities tban in other areaa , It - aa ~ happen in one or the 

other ot tbe .t.xi• bcaeland.a - the period. of occup& tion extend..a OYer ;year a, a 

new reccnoiliation of the reepeotive epbarae of authority ot the llli.l1ter;y and 

civil otfici.t.le 1l1l.l haft to be -.>rlald. out . In ahort, th& probl.Aa of extended. 

aeai-1)8-m. occupation i• a new one and. will naad. noTel solutions. Howwr, 

evan .m.re it 1a upected. tba t tb1a period. of oocup tion will be ver:r prolonpd., 

the proeed.urea outlined. abon appl;y to the earlier period. of occupaticm, 
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aiM oiR ~ tile i....s- ..a II .. ~ ~ IIQ' Wrl'-7 !IT tile llld.W 

leu- ... ~ ~ ~. )ll'1oe ..v.1 ..... ~ ~ 

-\SAl oa-•tititt.... 

l)a _... 1 ablbl11ed !IT & ~people, wltla a hM CVfiOI \ -recnp1 * 'bt fl» ~- II&\1GM1 tM .. .....,... atlloz1.U...111ll ~ 

·~ Ua111ed tao~ 1a t.IIMe t1&1*. ~ lllooal4 ~ (1) te 

liMp~ PlbUe ·..a-~~ (2) te- M _. .t tba eJ4 

·eo!t• 1 ..a ,,__.._oal' • J rlhl•, ()) te ........ tile .t1Hal. .,.-. ot 

tba - ,.._.. 1ooow~' ~· baft .._ :~r~Fa r 11 liT tba .....,, 

(4) w aatrna1a CT IIZSJit.1.ac prioe -~. ( 5) w ratii.oo ..,1te.l;r tile 

rqpl.1M ot tile -. 

na uu • ,....,., 'tlbuo 11» soried et ooDQ&Uoe botare ~-

cedriC~ .. tile son~ tba • ......,... ..-on\iee, ... 111ll 

Dn bo 1a & poei~ to 'Ai\ t• .. oroct.io& of & JOI E \ ciril. 

~'· u u. u ciM1ro4 to nrilDt a oer\aia S.U.'fidula • 

olMM• 1a tbe UU h_, ..... , .aob 110\1all11ill ba'N to bo ild.\i&W 

~ ~ 11» ia'IUI.aa. IA llbort, tile l.lmd1aa ralee 1l1ll bo 

~ • rowola\t.oa -- tM U:U ) 11 ....S., .... tbot)' 1l1ll bo ~ 
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TH~ UND~R SECRETARY Of" STATE 

WASHINGTON 

J\117 17, 1~2 

Dear He1U"11 

With reterenoe to our aeveral recant oonveraationa 

in regard to the propoaal ot the AllerioaJI Jew1eh Joint 
Distribution Committee, Ino. , tor the tinanoing ot ita 

reliet work in Shanghai, I am returning herewith 
Mr. Leavitt's memorandum and the letter addreesed to 

Judge Lehman by Mr. lilerwald. 

Attar our last talk, ottieiale ot this Department 

eonterred, in Mr . Pehle 1a abaenoe, With Mr. Bottllan 
and Mr. Schmidt in Mr. Pehle 1a ottioe. I am intoraad 

that these ottioers ot your Department have sent you a 

memorandum aetting t orth their viewa With regard to the 
problem involved wh1oh, in summary, repreaenta the con­

sidered opinion that the proposal ot the Joint Distri­

bution Committee could not be approved without violating 

the eatabliahed polio7 ot the Treaeur7 Department, 
wh1oh policy they regard ae Viae and necessary. 

I teel very atrongl7 that every ettort ebould et1ll 

be made to try and help thell untortuna t e people in 
Shanghai. It there 1e an7 way which ooours to you 1n 
wh1oh I personall1 can be helptul in the matter, please 

let me know. 

~ beat regards e~c~ 

Enoloaureal 
Memorandum troa 

Mr. Leavitt; 
To JUdge Leba&n, 

June 26, 1942, troa 
xr. l!lllt&'wald. 

The Honorable 
Henry Morgenthau, Jr., 

Saoretar,y ot the Treaeury. 
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The plJ&ht. or so- 22,000 refllseee in 8bt.zlib&1 baa beco""' indee01'1bebl1 
traeie ainea December 7. 1941. Prior to the declaration or nr b7 tu ~ted 
Statu, there wore 13, 000 ref'uceea in 8ben&bai wbo ware rece1rlne daiq, tcod, 
bouoi"i and JUdicU aid h'om tba Joint Diat.ribution COllllll.ttae , lhldoubtacll7 
thouaanda or otHers have bee._ dependent in the laet 110ft the . Tbe relief 
act1•1t1et are carried on b7 a Yoluntear croup ot J- Clt in Sbanchai aided 1>7 
two .Werican rapreaentatives or the J :D.C., one o! mom t.rriYed in Sbanabal. in 
April , 1941 (lliee Laura L. llariol1a), well known and h1ChlJ' respected 1>7 
llr. AYr& Jl, 'tlt.rren, our new lliniater to San Doal.nio, and the eecond, Jlr, llanuel 
Siegel, in llonllber, 1941. Tbe;y are atlll there. 

We have learned tbat our American repreeentatiYee in Sbaogbai were able 
secure tho equivalent or $180 1000 and that tho prograzo of feeding hoo time been 
continued tor December, ~and the first fivo months or 1942. The req,..at baa 
cOllie to ua !'roa our American representative• that tho same procedure bo tollooad 
tor the next six monthe on the buie ot $40,000 a month. The tunds would be 
oecured tree indiYiduals in Shangb&i wbo are in a poo1 tion to make such adYuoeas 
realbi"i that the reJ>1111118Dt in American dollars would not be aede to th• 1111t1l 
attar the war. In the first instance, Wo neb to point out thet. thia procedure 
in no n:r brin&t aid or comtort to the oneJQ'. Tba t'Un4a in Shangbai are in tu 
poooeaaion Of priYata indiY1dualS1 pl'elllab.11 ftuaSian nationals, WhO &re lll'<tii&J'ell 

to alta aucb adYoDcae qainst the bope ot anntual roiaburs..,..t. 

The ret'llgees are tor the moot pert Gc,.,...,. and Auetrian na~nala 1 now 
declared atatalau 1>7 the Qenuul Goni"DJI&Dt, an4 eonsaq110111tJi ture 1& ao 
Gon,.......t that oa intercede in their bebalt. Tb&re are alao about 1 ,000. 
Poliob nationalo an4 aou Dutch an4 Czech national• ,uonc the rel'utl:eee. The 
aid which wo b&Ya thua tar been able to extend to thoa io on a O'lnlmal bash. 
The)' will bo placed in a desperete pooition unlaee i t is possible tor our Aaor!Lcorn· 
reprenontntiYes to secure tunde locall.J' in ordor to ce>rr;y on the program ot re.u.o,. 

It it were possible to send a aablo to our American representatives in 
SI\Anibai tllrouch tba Swiss t)Dbesa;y, to the affect that the J .D.C. would bo pr<IJ*N 
to repeat tho authoriaat1on tor another eix months on the same basis as tho 
six xontb&, that ehould be outtici oct tor the rolla! act1Tit1eo to be carried 
Tho e;uost1on ot aandin& INCh a cable throucb tho Slliea Dobasq wa s tirot proao11t.1<1 
intoJ'IIallT to 11r. M.L . Bottaan ot the Forai&D Funds Control Office ot the 
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Treamll")' Depnr tment in T:"a$hington . llr. Bo!f'Ean, a!ter consultation with hi• 
collo>..,.es , infomed ua that since this did not invobe e.n exc~~rmt:a tmnoaction 
in which dollars would be paid now tor torei&n exchAnge, the Treasury bad no 
jurisdiction over the matter . Tho problca waa one or cor.mnmication ~'ith ~ 
enell1Y-cccupiod te:rrito17. He sugges ted tbat we teke it up with the Special 
Division of the Depn:rt111ent of Stete. 17e than onw Mr . Joseph Green, of the 
Spcial Division , &nd p1·eeented the problem to him. lie took the posi tion thnt 
unlooe the sending of tbe cable .. ere approved b;y the Treasury, he I':Ould not reel 
free to send it through tho regular clulnnele or the StAte Depu-tn:ent, via tha 
SwiDs Elllbot F)' . Thi s in turn was r eported to the Troaaury, and the State lllld 
Tre as ury Depn r t.,ento "" underete.nd coafe:rrcd on the (lueetion and it wu decided 
tha t tho Treasury a&&W:Ie tba responoibilll;y of authorizing the transmission or 
cablee of this kind. The Treasury deciai on in our caee ' '"" nega tive, and the;y " 
ac!Yi ced ws that they could not autbori~e the aendilli or such a cable . There thR • 
J:Attor :reate at this liOJIIellt . 

lloses A. Leavitt 

Juno 17, 1942 
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lion. 1n1DC Lehan 
36 Jut IIlith Street 
Jaw York. 

Deer J~ Lehllen: 

1.80 BROADWAY 
Jerw Yoa& 

June 25, 1942. 

1 \eke \be 11 ber\7 of cclo•ill« a __,r&ndUD 
wHh raprd to Sh•n&b•' which axpl&1n1 1t11lf. 

lou ...U l understand that wa are 1101t anxioua 
not to let tb11 matter reat. On the other hend, we do not 
want to approach the Secretaey of the Treaauey direct, end 
1 waa wondering whether 1 t would be p011ible for 70u to 
approach him 1n en en t1 ral7 unofficial awmer. 

~e fact that I aa writing you 11 not known to 
m7 colleaguol. If at 70ur own time you can find en oppor­
tun1t7 to diocuaa the matter with our friend, who 11 10 nry 
I)"'!Patbetic toward our d1t1'1cult1al, I would conoider it" 

great feTOr. 

lll>ping JOU are well, 

300 
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l'imiW. usmn: ~lC 
OJ' Ull YOU 

Dear Mr. Secret-e.J7: Attoa~ ioat Hr. B. p. Vhito 

I ea eaclooin, our co~ilatioa tor tbo vook 

oAClo4 Jlll,y S, 1942, ahovin, dollar 41oburo•onto out 

ot tho llr 1Uah Zmpire ac4 J'ronch accouato at ~hlo back 

and tho eoano b7 ohich thooo oxpondituroo woro tiaanced. 

J'ai thtully youro , 

1•1 L. w. JC.uoi:o 

L. v . lO>oi:o, 
Vico Prooidont. 

!be BoAorablo Holley llorgutbau, Jr. , 
Socrotar,r ot tho !roaoury, 
~aahiAC'OD, D. C. 

&ncloouro 
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Seeretar)' of SU.te, 

A-6, Jul¥ 17 . 10 ... . 

AIRO!Wol 

Ciudad 'l'ruJillo 

Dated .1\&l¥ 17, 1942 

ll.te 1 d 1 :36 p.n., 20th. 

Depart .... ott 1 a Alrgra.::a !llo. A-2, Juq 13, 3145 P••· 

Ae reported ill ...., ~apatoh llo. 8 ot .1\&l¥ 13, ~eree 
llo. 113 o! .1\&l¥ 9 illlwgurated a IQ'ate• of eoatrol onr 
•ou.,.at of United St atu currea.,. 1e and ou.t of the 

DoaWeaa ll.tp.lbl1c . -.:l:e ~aree eoa!o~• allbat&Dtially to 
the augeet1ona ccatailled ill llep&rt .. nt 1a teleuaa llo. 169 
of JW>o 8 , 10 P••· , and to the roao::I::U4&Uou "Chioh 
Domilliean repreac~tativos a t Cent ral BaAk Oon! orence at atod 
wollld be 11&41 t o their Gove.,...Dt. Slisht di"r&ellciee are 
as fallon; 

1. 'l'he deoreo provicl.Oo that all logQl}¥ authorhed 
banks of tho coll!ltry 1118¥ be uaed aa trana11itt1ag agenh for 
United Statca curran .. , and ••tabl1ahea the a.ouot whieh -.r 
be carried 1t1 travoloro at $260. 

306 

2. No proY1e1ou !5 ~ 1n the 41orca that curre~ 
1:> oxceae of $250 bro~t 1Dto the coUDtr'/ 1a to be forwar~cl 
to the UDl ted Statea :"~ eollecUoa. 'l'he de a roe proT! d .. that 
auah currenC7 11 to be eont tc the Seeretar.7 of Stat,• for the 
Treaaury, who will plaee the coney in a •J'C'o16l accouat. llo 
apecie.l provhion 1a lll&de in reGArd t o lar.:o amounts o! DODIQ' 
alread¥ 111 tho cwntry. · 

All t.dditio"W. article providea !or JCoveJCcnt ey ordioar; 
ceue of United States moaoy botwooa the !Wpu.blic and o~er 
CaribbeeJ> cou.~trioa if there oro oo b&Akia.$ eh&D:lcl o and 1! 
the traMaet1oa 1a 1D proport1011 to tranaactiona of that ~·:PI 
before tho Do:dnican bpu.bl1e1a eatry int o the war. 

.. 
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JulT 17. 19112 

In ~ refer ~o 
FD 89QH.516 latlonal/27 

Tho Sooreterr of Stat• preeento hlo ooapl1aente 

to tho Ronorable tho Seoretar,r or the Tre .. urr &D4 

nolo• .. herewith oopl .. or dupatch no. 18, dated 

JUill 24, 19112 froa the .A.erloan IAcaUon !l'ehru, Iran 

conce=inc tho etatua of tho .U&t>u liaUonal Janlt &D4 

the lianque Mellie .UtJ}:lan. 

" 

:rroa IAcaUon, Tehran, 
doepatch no. 18, Juno 24, 19112. 
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'rehl'aD, Iran, JUlio 24, 1942 

.Up•• hr1 .. 

lo. 111 

SW.Joc\r IDfoi'II&Uoa CoD.Cer..l"C U11t Statue o! the 
.A.tcbaa lat1o~ Ba.>Jt ao4 the BaJiqua lloll1e 
.A.tcbaa. 

The Boaora'ble 

SJ,r: 

Tho Secretary o! State, 

v .. hlJII\on. 

I ha1'4 tho honor to 1Dforc the Depart•ent, at the 

1no1etent requeet of the Af&han iaba••Y 1n Tehran, t'bat 

tbe Afcbaa Gover111111nt hat dot1gnatt4 the llaUo~ :Bank 

o! .A.tcbaJI.IttaJI .. tho official tinanolal acency o! 

.A.tcbaJI.IttaJI la !orei&n countrl... l!o,.ner, it 1o etated 

that p.,.dl"C tbo co.-plotill& o! forullU .. ln t hlo ropr!l., 

tbe B~ue Mollie Af&han will coDUnuo, at 1t 'ba• 1D 

the pan, to eel'YO ao the !lnanolal ac~•nt of Afglla.n1atan 

abroed. 

Re epecttully youro, 

308 

Loulo G. DreTfuo, Jr. 

111• llo. 851· 6 
In Se~uplioate . 
Copy to D1Tlt1on of Oo.merelal A!fnirt. 
Copy to ArMrloan LepUon, Y.abul. 

F!i¥./•'bo 
Copy: lc:?/18/42 
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COPY NO. / 3 

OWL No. 244 

Information received up '..<> 7 A.M., 17th .rn:.: , 

RUSSIAN CONVOY. A 5,000 ton U.S . ship proviousl,y 

reported sunk has arrived at NOVA ZDIBLA And u 6 , 200 ton u .s. ship 

reported sunk is ashore off NOVA ZEMBLA. 

2. AIR OPERATIONS 
, 

IIEST&RII FRONT. 16th. 21 Stirlinga were sent to 

attack shipyards at LUBreK. In spite ot thick cloud at least 

seven attacked the obJective. Two llollingtons bombed ESSEN o.nd 

f/ESEL and two Mosquitos the IJmuiden Iron llorka. Spitfires and 

Mustangs attacked minor obJectives i .n NORTIIEIUI FRANCE. Two 

Stirling& and two Mustangs are missing t.lnd n IAosqui to sent to the 

Naval Dockyard at VIILIIELMSHAVEN. 
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