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V/AJI. FINANCING 

Present : Mr . Bell 
Mr. Vlhite 
!Jr . Ge.ston 
Mr. Paul 
Mr. Blough 
Mr. Haas 
!.!r. Kuhn 
J.:r . Stewart 
!.!r. Friedman 
Ur . Shoup 
!.!r. Shere 
Mr. Tickton 
l!r. 1W'phy 
Mr. Warren 
!Jr. Lindow 

September 17, 1942 
9 :05 a.m. 

H.M. JR: Where is Viner? 

tm. KUHN: He went baok. 

H. M. JR: Did Viner go back? 

JlR. KUHN: I t hink so . 

H.Jl.JR: Well, Dan, whore are we? 

MR. BELL: I don't know. I understood yesterday 
e.ach one of the economic groups was r ing to prepare a 
memorandum on the subject and presen it to you this 
mornine and get directions as to where we go from 
there . 

H. JJ •. Jn: I see. 

l!R: BEll: The; thou,ht they mi?.ht agree upon, 
maybe, the first nage, and that woula be the same for 
all croups; but from there on, they micht take a 
different appr oach. Is that what has been done, Roy? 

1. 

. 
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MR. BLOUGH: Time did not permit getting together 
even on the first page. I do not think, though, that 
the figures need concern us. The magnitudes of the 
figures are so great in any event that a few billion 
dollars here and there can be easily compromised. 

H.M.JR: Just before we get started, Dan, Mr . 
Forrestal was at the house vdth Admiral Blandy last 
night, and it seemed that they had a meeting yester­
day of the t~npower Commission, at which, I think he 
said, a Mr . Hanson in the Armf presented a very ex­
cellent set of figures on what the Armf would need 
and what it would leave the civilians, based on a 
ten-million-man Armw - worldJ1i: it out very, very 
carefully. He said he had never seen or heard of 
the man before. He thought he was from the General 
Staff. He said it was worked out in great detail 
and very well presented; so you might get it. 

MR. BELL: I will get that. 

H.M. JR: It would be very useful. 

Well, don't all fall over your selves. Everybody 
has got a memorandum? We will start left to right. 
Read rours out loud, Roy, in your melodious voice. 
(Laughter) I take it nobody has seen it. 

L~. BLOUGH: Just now I passed it around. 

H.U. JR : Suppose you read it . I hope Mr . Horowitz 
didn't disturb you. 

1~. BLOUGH: He had a very interesting i dea. He 
said that i n his opinion what we should do would be 
to - that we should give the American people the 
patriotic incentive of a bargain. Those were his v1ords. 

(1~ . Gaston entered the conference .) 

JI .U. JR : Formerly chairman of Thompson e.nd Starrett 
Construction Company. 

••• 
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J.:R. ·:IHITE : l'ihat did he re conunend? 

MR. BLOUGH: He had a plan to use war bonds t o 
cut dovm i ncome taxes, but his main areument was t hat 
throueh his progr am he would eive t he American public 
the patriotic incentive of getting a bargain, 

MR. \'IHITE: Give t hem high i nterest rates? 

H.1l. JR : No, l ow. 

1m. BLOUGH: The actual interes t rates would be 
l ow, but they \Yould be getting a bargain and he said 
that he thought that the best advantage of his plan 
was that it gave the American people the patriotic 
incentive of having a bar gain. 

H.M. JR : Go ahead, Roy. 

I1!R. BLOUGH: I will act as the mouthpiece, but we 
all four worked on this . 

H. Lr. JR : What four? 

L:R. BLOUGH : Shoup, Fr iedman, Shere , and myself. 

H.r.:. JR: Just i n the room here, Admiral Blandy -
thi s is in the room - he is Chief of Ordnance for the 
llavy, just back froc this inspection trip - he figures 
f roc 5ix to t en years - t ha t i s what he 1s figuring, 
from six to ten years . He said if he had to name a 
year he would say 1 49. 

hn.s 
hi s 

!.m. BLOUGH: '!{e are optimistic here. 

JI . J:.. JR : He said six to ten years, and he said he 
been saying that for two years . He is making all 
estimates on that basis, aml he impr essed me- -

l.:n . ·:;.aTE : Six to ten yee.1•s fror.1 now, or a si x­
to- t en-year war? 

3 

• • • 
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H. J.I. JR: Six to ten years from now. I think that 
is what he meant. 

t!R. BEll: I .t would be seven years from the begin­
nine because he said '49, 

H.M. JR: And he impr essed me as a very abl e officer. 
I mean he wasn ' t making a lo t of claims for the tlavy, and 
so for t h and so on. He made this kind of a stat ement : 

• 

"Up to now the ships of the Navy haven 1 t done anything; 
it· has all been air. " He was not making a lot of - any- .•. 
way, I just thought I would thror. that in for whatever 
it is worth. 

MR. BELL: You (Bbugh) will have to revise your 
figures . 

][ , )f. , JR: As I say, he is Chief of Ordnance and 
impressed me as a very able officer - young. 

Another thing that Forrestal said - I wish you 
woul d get his figures - he is way l ow on what he thi nks 
will be spent for armaments this year, way under any­
thing that I have heard. 

!.:R. BEll : Way under? 

H. M. JR : Yes. I think it is under sixty - about 
fifty- five. You might ask him tthere he gets it. '.'/ill 
you? 

l:R. BEll: Forrestal told you? 

JI. Jt.. JR: Forrestal. I mean his figures for this 
year - he di d no t think that they could spend for 
armaments, as I remember - they shot a lot of stuff 
at me - it was around fifty- six billion. 

MR. 71HI TE : This calendar y&ar'l 

H. J.r. JR: Fiscal year . 

!.'?.. . lU..AS: Ee may be talkin~ about a different 
th inP - just the hard items. 
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MR. BELL: You have to add to that the personnel 
and all of that, which makes your sixty- seven. I will 
talk with him. 

H.M. JR: Check with him. I pick up these things 
and I want to pass them on. 

(tlr . Blough read memorandum entitled "The Problem 
of Financing the 'i'lar", dated September 17, 1942. ) 

5 

!JR. BLOUGH : The amounts involved will eventually .•. 
have to be worked out, but the time was too short to 
try to do that. 

H.M. JR : i7ell, I think it is an excellent pa~r 
and I think, in order to save time - not necessar1ly 
to save time, but I would like to get each paper be­
fore we get into a discussion. I would like to com­
pliment the four of you. I t i s an excellent paper. 

Now, White. 

1.m. WHITE: Would you mind going t o Mr. Haas, 
Secretary. There are a couple of pages they are 
finishing typing. 

Mr. 

(!Jr . Murphy read memorandum entitled •:·rar Financ­
ing and Inflation" , dated September 17, 1942. ) 

MR. l1ntPHY : The estimates just given are doubtless 
subject to errors. 

H.LI. JR: Dan, I know that General l!.arshall has a 
very small group that does his own estimating. He 
does not rely on Stacy l.:S.y or anybody else . Now, I 
do no t know whether that gr oup is part of the combined 
Chiefs of Staffs or the General Staff or t he \'lar College, 
but I think you ought to make contacts through General 
t;arshall' s office and find out v1ho i s doing his estimat­
ing. 

m. BELL : All ripht . 
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H.M. JR: If you have any trouble I will call the 
General myself, but I know that there i s a group . I 
don' t know whether it is Combined Chiefs of Staffs, 
War College, or the General Staff, but there is this 
group that ·does his estimating; and, certainly, if 
we asked him to give us his estimates as far ahead as 
they can see - I think we ought to have that . 

J.lR. BELL: General Ayers did that for a while but 
he used our fieures . I do not know what has happened 
since he left. 

H.l!. JR: General Marshall does not rely on General 
Ayers, as I understand it . A couple of hints have 
dropped. 

MR. BELL: He is gone . He re tired, and he l eft on 
June 30 . 

H.M. JR: Who is --

J.lll. . BELL : We do not know who took hi s place. 

H. JJ . JR: I woul d like to know who General J.:arshall 
relies on, and then whoever he relies on I woul d like 
to get those rather thRn - I mean, I am not saying that 
Stacy May is not all r ight, but I have got good reason 
to know that Uelson does not know. If he does not kno"• 
ho?t should Stacy t:ay know? 

'ifell, I say about this , too, it is a very good 
paper. 

tlow, so far there is one thine whi ch I haven' t 
gotten at all - I do not knovr whether White has it or 
not - and that I am missin~, is , on the assunption 
thRt this goes to a four o~ five hundred billion dollar 
debt , no one has given me anything from the standpoint 
of, can the banks take it . I moan, thai i s the b1g ­
if we continued on the same basis , I mean, what will 
this do to the bankinn system? 

!~ . liAAS : ·:Je have a whole tRhle up on that . 

6 

• •• 
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L!R. \'/HITE : I have not commented on that. I am 
sure we could include a paragraph. I suspect, speak­
ing for myself, and probably for the others, the rea­
son they didn ' t is because there ls no doubt in our 
minds that that is a simple problem. But we can easily 
devote a paragraph to it. 

H. !.!. JR: From my standpoint it i s not at all a 
simple problem. I am very much worried about that 
aspect of it, and I am just - I want to throw it out 
to this group - I mean, what does t his do to the bank­
ing system? 

1~ . HAAS : Shields has made up a whol e a.nalysis 
of it that runs for five years, 

H. M. JR : Fine. So far that is a blind spot in 
both of these report s as far as what I am gropine for. 

r,m . 11/HITE: It will continue to be after mine. 

H. J{.JJ : All right. Well , I just wanted to make 
that one comment . They are both very good papers . 
You SSJ that s till Vlill be so? 

ut. '!illiTE: It still will be so, but I think that 
l'te very easily can add either a paraer aph, a page, or 
a section, depending on who l'lrites it, nhich will be 
di r ected to that point; thftt if there is some ~uestion 
i n your mind, there i s bound to be a question ~ other 
persons' cinds conversant with t he problem. Therefore 
i t needs attention. 

!!. ).i. JR : You say Shields ha s done a job on that? 

J.n. HAAS : Yes . He has taken certai n assumptions 
o.nd projected out for five years what would happen to 
bank deposits and r eserve s and tho whole busi ness . 

L " . J.l : Tha t is whR.t I r;ant . 

:2. R~AS : ·.'le c•m brin~ tn11t ir nor1. 

••• 
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H. M. JR : Wait until we are through. That is just 
exactly what I want . Have you done anything on that , 
V/arren? 

J.IR . WARREN: I have done a little, 

Jl . M. JR : Have you seen Shields ' report? 

MR. '.VARREN : Yes, I know that very well. It is 
an excellent statement. 

Ji. l~ . JR: Is Shields in town today? 

~. HAAS: He was yesterday, but he is not here 
today. 

H. l!. JR : Go ahead, Harry. 

J.iR. '.'IHI TE : I might say in preface that much of 
the same f:round v1as covered so it is bound to be boring. 
I would l.lke to add this, however, that after having 
listened to two of what 1 would reeard as very excellent 
papers , that there is a laree area of agreement i n the 
three papers, but that there is some area of disagree­
ment Vlhich is not wholly apparent on the surface and 
yet which, in my opinion, represents some very funda­
mental considerations . But 1 think that they are 
subtle in the sense tha ~ they need discussion to bring 
out the differe~ces , and the importance of bringing 
out the difference is that I th1nk it 11ould modify 
the conclusitfr:s , dependilll: upon Mlich of the sides 
you acroed l'li th. So I pre StlJ:Ie tha t there will be 
ample time , still, in the next month or two, to discuss 
LLose differences «nd brir.e t hem out , 

](.). .. JR : A month or two? 

l.~ . '.'tlti TE : Or t·wo days - whichever you 'ilish to 
advocn Le. 

J:.: . .m: ·,'/ill it tn}:e thu t lon·· to uear rr.e dotm? 
( L•t1 ·h'er) 

8 
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MR. "IIlli TE : I am stuck if I say no--

L:R. BELL: You were hoping you would get two 
months. 

~. ·:41I TE : That is one of these "stop beating 
your 1vife" questions. (Laughter) 

H .!~. JR: Or are you directing it to some other 
peopl e in the room? (Laughter) 

(1fr . '!/bite read paper entitled, "Draft of a 
Suggested Fiscal Program. ") 

H.~JR : liarry, le t me interrupt . Again from the 
conversation last night, I think that all t he f igures 
that we received - and this is what I think should be 
explored - as to what is going to be left for the con­
sumers - are much higher than \'that the Army and Navy 
have in mind. Forrestal made the statement - he said 
some thing about t ha t if this thing went ahead and the 
Array and Ilavy got who. t they needed it would allovr t wo 
pairs of shoes for a man over a per iod of five years, 
and one overcoat in f ive years, o.nd that is all. 

!low, therefore , again I think we oueht to find 
out just what the7 have in mind because anything on 
that kind of a basis is so di fferen t froo everything 
that we are using that I think we ought to get a f resh 
view and , as I say, the Combined Chiefs of Staff is 
where I would ~o to get it. If there is anything like 
tha t v1hich wou~d just - if that is correct it would 
simply aggravate the oituation that much more. 

1.3. 7/HITE : In the meeting in Dan ' s office •1e all 
a:;reed that t here Vlould have to be a good deal of work 
in checkin~ throurlh in all the departments to get the 
best figure and use one f i gure; but we did not have 
ti:ne for it. ·.:e used figures \fe customarily used since 
·:;e fir:ured it di•l not alter the conclusions. 

:i. l:. Jlt : It would only ar-gravate it , but I think 
\'18 oueht to -;et OU t' firures f~om the Combined Chi efs 
of Staffs - I.mcan our.J, and the t:nitod ·:n~ions . 

. 9 
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(The following interpolation made at Page two, 
Paragraph four . ) 

MR. '.'.1IITE : The only reason I am introducing it 
is tha t, speaking pers,onally, I am not sold on the idea 
yo t that it is impractical, so I am paying my parting 
r espe cts to it. In other words, I don't believe that 
we ought to throw it out now. 

(The fo llowing interpolation made at Page three, 
Paragraph five. ) 

lO 

lffi. WHITE: One other thing I would like to add -
I think it is par excellence - a method which can con­
tinue oontrol of inflation after the war . In other 
words, you abandon that control only when the danger 
of inflation diminishes, whether it is the day war ends 
or three years later , so that you meet the very major 
problem, namely, that the type of financing that you 
have to enter into will inevitably give the basis for 
inflation unless something is done . And this, in my 
opinion, would provide the essential controls over that. 
For .these reasons, expenditure rationing is our f i rst 
choice. 

(The following i nterpolation made at Page four, 
Paragraph seven. ) 

This coul d not be true of the ext>endi ture ration­
ing for reasons which we will be glad· to go into, but 
lYe do not need to here. 

(The fo llovting interpolation made at Page six, 
Paraeraph five.) 

Parenthetically I migh t say that is not even a 
probl em. I think the solution of that problem I am 
indicating is easil y within our grasp . 

1m. PAUL: !.iarriner Eccles to the contrary, not­
withstanding. 

.. -
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H.M.JR: This is also a good paper. What I would 
like to suggest is tbia, and again, I wrote one thing 
here, Dan, and I will give you this . How much from 
.the General Staff - bow much oan we expect t hat the 
Uni ted Nat ions will contribute towards the paying and 
feeding of our anned forces overseas? What will that 
amount to? Would you ask - I mean on this eo- called 
Lend-Lease in Reverse - how much we can expect t hat 
they will contribut e towards our expenditures . 

J.iR. BELL: Yes, 

H.M. JR: And I think, also, in these estimates, 
looking forward we also have to take into account -
I would think that the Land-Lease operations would 
steadily increase rather than decrease , !mean, I 
t hink we ought to take into account, for instance, 
how long can England and Russia and Canada keep up 
the pace that they are keeping , 

MR. BELL : I assume that that would be included 
in their figures , I should think it woul d be, 

H.Y.. JR: Well, I do not know , This is what I 
would like to do. I am going to adjourn in a few 
minutes . I would like to meet again at twel ve 
o' clock. I think if you people have time I would 
like to have you get t ogether on the basic figu res of 
how much is going to be spent - I mean these figures 
will have to be constantly adjusted - let's get t he 
basic figures, how much ia going to be spent, how much 
is going to be left for consumers, how much . is there 
to mop up . Then get together aa to how much can be 
done through taxation, how much shoul d be done througn 
forced loans, how much through the voluntary plan, 

and through t he banks. 

11 

I do not want, today, to co into the kind of taxa­
t i on, I mean, I do not want to go into the discussion -
l?e can't at this stage, I mean whether it should be -
I mean let's call it taxation . Also you can put in 
under the thing alt ernatives ; it could be alternatives, 
taxes on expenditures , or rationing plan - leave those 
alternatives at thl s staee. I do not want to get into 
the meri ts of t hose . 
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But we could possibly, between novr and twelve, 
certainly, get our basis - I mean, always .saying that 
the Chiefs of Staff will say that your figure for 
consumers goods is way hig)\; that it has to be adjusted 
ten or fifteen billion dollars, and so forth; that 
your f igures on what will go into the war are high or 
low. It will be up and down, but at least, between 
these three groups we can get - we could say consumers 
goods will be between such and such a range; the muni­
tions will be between an upper and lower ran~>e , Tten 
I would certainly like to go out five years.o 

7/hen it comes to what we will do l'li th the gap, 
you ought to be able to say that so much will be taxa­
t i on; you have an upper and a lower limit; so much 
through volunteer lending, and so much throu~ forced 
savings - using upper and lorter limits , In that way, 
if, possibly, in two hours - if you can't, at least get 
together as closely as you can. I s it cl ear what I am 
saying? 

1ffi. BELL: Yes, I think so. 

H.M. JR: I mean, you don't, for instance, want to 
get into a discussio~ today, of whether it should be 
rationing of money or a tax on expenditures1 You can 
agree thAt the amount that has to be done is so much. 
IIOI'r, you can put under that - it can be done in an,y of 
three different ways, but I want to get upper and lower 
limits. 

Then what I would like to start at twelve o'clock, 
George, is that I would like to have you - I would like 
to have it explained to me, plus the others, the work 
that Shields has done, the effect on the banks, you see. 

But I think over night we have made real progress. 
It is just what I wanted, and each of you working individ­
ual ly, I think there is certain definite agreement . The 
only thing is that I would like to go out at least five 
years, and I think the way to accomplish that in each 
case is to have an upper and lower limit . Certainly 
among these staffs you can agree on that, and then we 
can check those 1ti th other agencies. 
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Does anybody not understand? I do not say you 
can do this between now and twelve, but I would like 
t o have you work on it because I want to keep working 
on i t . Then at twelve o'clock I woul d like George 
to come in with Shields' figures . 

Does anybody want to ask me any questions? 

MR. WHI TE: I would like to say something in the 
way of an alibi for mfself. I do not know i f the 
others feel the same way, that the turning out of a 
document of the kind that you asked for in the time 
allocated, obviously leaves much to be desired; and 
our feeling is that a memorandum of this kind is very 
preliminary, even setting forth the views that we 
have ourselves - I mean, without reconciling them 
with others. I wish this, that they be regarded as 
very tentative, because there are a lot of points we 
would l i ke to develop and clarify. 

13 

H. J.(. JR: Everybody had - it is a good start. 
Novr I want to narrow the thing down to certain premises -
I want my premises, my foundation , built. In other 
words, I want a diagnosis and not prescriptions, at 
this stage. I do not want any pr escriptions . I want 
the disease diagnosed, and then afterwards we can 
talk about remedies, and anybody - there are a lot of 
doctors in the room here and I expect to have a l ot 
of remedies suggested. That is where we will take the 
months . But if you people could because - if the 
staffs could spend the next coupie of h~~ on that it 
would be very helpful, and I can proceed again at 
twelve. 

J.!R . BLOUGH: !lay I suggest, Mr . Secretary, that 
I should think we ought to make very fine progress on 
the basic f igures, but I think you should not expect 
such inunediate progress on how much taxes and how much 
compulsory lending, and so on. That is a much harder 
task, and there is much more difference of opini on on 
that. So we can hardly have that by twelve o'clock. 

1ffi. BELL: You could cet ran~es , taxes from--
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J.~ . BLOUGH: I am not sure. I hope we can, but 
I am not sure. 

H.M. JR: Well, look, I am not - I realize that I 
am asking for a lot, but at least , as I say, I would 
like you people to concentrate on this from now until 
twelve ana come back in an hour. Then we will keep 
hitting this thing, and if t oday and tomorrow we can 
at least get our foot on the first rung of the ladder, 
that is one step up, that is all . That is one step 
up. Do the best you can. 

14 
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8epteaber 17, 1942 

MEMORANDUM FOR THE SECRETARY 

rroa: Mr. Blough 

The Problem ot Financing the Var 

1. During the tieca1 Je&r 1942 the redera1 
Qoyernaent borrowed $22 billion troa the publico It 
will haYe to b~rrow 154 billion in the tiecal year 1943 
it Oongreae· enacte a revenue additional 

revenues ot 

pealt unle .. ta.xee are .... ._ • ., ... -··--- f'u,.th ... ,. _ 

rate ot borroWing, the ~~~;!~~~~~~~!:~~1: ing the Federa1 Reeene 
by the end or tieoal lg45. 
debt, at an average rate of 2 percent, would over 
$5 billion a year, and at 3 percent nearly ~ billion, 

2. the amounts indicated in the previoue 

15 

.... • 
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coming tax increases, and the small amount or coneuaer 
credit left on which further reatri otiona could be i.­
poeed, mar lead to a somewhat lover leTel of eaTing. 
I n anr case, a large part or the $~2 bill i on Will haTe 
to be i mmobilized by Government action. 

5· Returning to tne problem or financing the 
defi ci t , it appears that i ndivi duals will purohaae 
about $15 billion of goTernment aeouritiea in calendar 
1943. Another $2 billion will be purohaeed by i neuranoe 
companies. Corporations will be aoowaulat1ng l1qu1d 
reaervea for depreciation, poet-war reconversion, taxea, 
and otner purposes or perhaps aome $8 to $10 bi llion, 

1.6 

or which some ~~ billion mi gnt be uaed for tne purchase 
of government securities. !hie makes a total or 21 bi lli on 

t e nt aecur tiea that an be o d e 

tion and price control. 
un e ex1a i ng a.yatem of taxa-

6. When these 
baaia and Aulot ••a<•t•'d 

are put on a f iaoal rear 
t he total defi cit , 

show that 

7• Puring the fiscal year 19~2 . the measurable 
r ite i n retail ~ices vas over 11 ~ercent , The actual 
riae exceeded t s because of eube antial deteri orati on 
in the quali tr or epods and i n tne amount and qualitr 
or aervicee. This rise in pr1cea occurred despite the 
facta that government spendi ng and borrowing were much 
smaller and supplies of conaWIIera goods were much larger 
than ther will be 1n subsequent r oars, and that stocks 
or durable and semi- durable goode in the hands or con­
sumers wore near an all- t i me high. 

8 , Prices will not rem~n stableJ as assumed in 
the above estimates, unless ~ditional acti on is taken; 
they will r ise . perhaps e~loa1vel¥, Under such circum­
stances, consumers would r aw on capital , as well as 
i ncome , thus greatlr increasing the pressure on prices. 
Price rises would force an increa se in government ex­
penditures and make the whole problem or immobilizing 
consumer purchasi ng power continuallr more seri ous in 
successive peri ods. 
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9, In order to prevent price inflation, private 
spending must be reduced. War finance to be auccsuful 
must acccmpliah this result Without at the eame time 
having undesirable effects on efficient proeecution ot 
the war- and on recovery after the war. It can do 10 

best i t 

restr i cti ons on What people may do 
money that remains in thei r poseession, To pre­

vent epending during war time by rationing is possible, 
but it absorbs large amounts ot scarce manpower and 
material , This drain on the communi ty'e resource• 
could be largely avoided by using a spending& tax V1th 
hi ghly progressi ve rates. But neither the spendings 
tax nor rati oning would avoid the grave post-war danfer 
ot consumers ' lend.1Iif too freel{ out of thii l ares 1 ook 
ot moneY ihex v Ul4 Ji ~C§Uij4 £14 dUHQ fhe ar. 
It vtll eurely e impoeai le to maintain Widespread 
rationing or a heavy ependings tax for more than a year 
or two atter the war. 

10 , Ot the three methode ot talting away purchae­
ing power -- taxes, compulsory lending, and voluntary 
lending - - the main reliance should be on taxes. 
Financing by taxes leaves no post-war problem of high 
tax r ates to f i nance huge interest payments. It also 
averts the post-war pressure on prices when those who 
have been compelled to buy government bonds are able 
to oash them i n and spend the proceeds, The taxes 
should withdraw purchasing power wi th the leaet hard­
ship and inequitable effects on the dis tribution ot 
income , It, in addition, the taxee oan provide a 
positive discouragement to spending, so much the better. 

11. Taxes cannot do the whole Job, Very high tax 
rates may interfere with the incent ive to work and pro­
duce during the war. Moreover, the immediate sacri f ice 
in living standards may be so great tor certain olaasee 
in the community that such saoritioee, although temporarily 
necessary, should not be permanent . CompulsorY lending 
meets the latter problem and helpl to some extent with 
the former . Moreover, ta.xee should not be raised too 
rapidly since the public must become psychologically 
adJusted to them, Compulsory lending can fill 1n while 
this adJustment is taking place, 
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12. raxes and compulsory lending have the common . 
d1ft1oult;r or being too uniform in their impact and not 
euttio1ently adjustable to variations in individual 
aituations. It the;r are not to tall with great hardah1p 
on some, the;r cannot tall on others as beavil;r as these 
could bear. VPlyptarr l~ane are thet~ore an 11mortant 
t1panoing ~leaent 1n vi~draV1ng puro~ing power vbioh 
would not e reached by taxes and oompulsor;r loans. 

13. For these reasons the following general tisoal 
program is recommended: 

1 . Jluoh hi!!her taxes than have yet been pro­
posed, including a progressive spendings tax. 

2 . A program ot eompuloorx lending. designed 
principallY to avoid undue increase in the tax 
burden on lover income groups, 

3• Continuation ot an aggreseive voluntary 
Yar bond program. 

1.8 
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(3) 
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INTER O FFICE COMMUNICATION 

ntbau 

lltJIIIWll' 

21 

7 fl. ;vf. 

DATK 8epteaber 17, 
1942. 

w.r upen41 tur.. 11&7 reaoh an ul Uaate annual len1 
ot about 195 billlona eoaeU• in 1943· B7 th1a 
U• the FO•• national procbl.ot, out ot wb1.oh theT 
will be paid, a&T aaount w about 1170 billlou, 

!he wtal eupp1T ot goode and .. mo .. wb1oh will 
be aTa11ab1e w ~. oirtllan population after war 
u;pen41turea baTe reaohed their peak will be about 
the ... e aa at ~e bottoa of ~~ depr .. uon in 1932· 
!he prob1 .. of inflation aria .. troa the taot that 
in41T1duala will ban reoord inooa .. , wb.11e the 
goocla and .. rrto .. aTa1lable t or puroba .. will be 
at clapreaaion lowe, 

Int1at1on oan oonoeiTab1T be aTerted witbout aDT 
further 1norea .. in taxea. 8uoh a ao1ut1on ot the 
prob1ea of inflation oontro1 would reault in a TerT 
hip publlo clabt and a bad poet-war thoal a1 tuat1on, 
boweTar. 

(~) .&.o11g the aeaaurea augpated tor the eo1ut1on ot the 
ooabined prob1 ... ot war tinanoe and 1ntlat1on are 
the f ollowing! 

(a ) Ooaprehena1Te oo..a41tT ration1ng-­
perhepe w be to1.lowed at a later date 
bT e:rpen41 ture rat1on111g. 

(b) Draat1o 1noreaeea in tazation, par­
UoularlT in the lower inoo .. groupe. 
A 10 peroent tax on groaa 1n41T1dual 
inooaea, deduoted at the aouroe, ia 
euggeeted in th1e oonneot1on. 

(o) !azat1on with poet-war rebatee -- but 
on1T after the po .. 1b1U u .. ot ta:.d.ng 
• tor lteepe• haTe b"n further •XP1o1ted. 

(d ) An 1ntena1t1ed dr1Te t or To1untary 
eartnga. 
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Seoret~entb&u 

xr. Baa~ 
War 1'1nanoe and Inflation 
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o.t.nllept•ber 17, 1942 

I. The XMn1tude ot the War Ett ort 

llinn1ng the war h eo iaportant that enl'7tb.1D8 elae 
aust be eaor1t1osd to 1t. It we loea the war, eTel')'tb1DC 
elae wi.ll be eaor1tioed aJI1W&:r. 'l'be onl:r 11ai t to the 
amount ot the war ettort, therefore, llhould be the mu1aua 
amount ot the national product wb1ob oan be converted to 
torme ueetul tor -r purpoeee and etUl leave oiv1liane 
enough to live on. 

In praotioe, the II&Xiaua uount ot the war ettort 1n 
the United Statu will prob&bl;r be eet b;r our abUit7 to 
convert the national pr oduct into toraa ueetul tor war pur­
poeea. When all that oan be done &long th1a line baa been 
done, there ¥111 etill be enough lett to maintain the 
civilian population • 

.looord1ng to the eat1a&te ot Xr. Stao7 KaT, the aax1aua 
aaount ot oonvereion to war purpoeee wb1oh will be poeaible 
wlll amount to about $95 billi on• a 7ear, at reeent rioee 
commencing aomet1ae in the eeoond halt ot • 7 t 
t1ae, aooord1ng to Xr. X&7, the groea n&tio product ¥111 
amount to about $170 bUl1one.• .luua1ng no ob&nge in 
pr1oee , eaoh ot theee aaounte a&7 be e~eoted t o continue 
aore or leee indetin1tel7 untU the war 1e won. 

The eet1matee Juet given are doubtleee eubJeot to & 
oone1derable margin ot error. .looepting thea &e benobmarlte, 
however, the ultimate d1atribution ot t he annual national 
produot tor the war period would be about &a t ollowa: 

* 1&. R&r etated tbit hi h working on these tigurea at the 
preeent time. He baa more oont1dence in the $95 blllione 
figure tor war exPend1turee than he doee in the $170 bil­
lionetigure tor groae national product. 
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(BUlione of 
dollar• at (Percent) 

present pri ou) 

War e~n41 turee 92 56 
Civil Pederal Government 3·5 
State and local governaent !! 5 
Private capital expenditures 6 3·5 
ConaWIIere ' goode and 

servioee 55 32 -
Total 170 100 

The figure of $55 billions tor con8WIIere1 ~ode and 
aervicea 1n the above table coaparee With about $52 billiona, 

reased in terma of reeent ricee, available at the bottoa 
o e epreea on n • e goo e and eervioee available 
during the war period will be much more limited in variet7, 
however, than thoae available during the depreaaion. 

II. The D1meneions of the Inflation Prcbl• 

If the figuree presented in the preTioue aection are 
eomevhere near oorrect, the oiTllian population of the 
United States, during the war period, Will have to revert 
to a etandard of 11v1ng about equal. to that at the bottoa 
ot the depreeeion. That th1e 1a poes1ble is shown b7 the 
fact that it hae been done before -- and at a t1me when the 
sacrif1oe wae Without meaning rather than being the pr1oe 
ot tuture freedom a~ 1t is toda7. fUrthermore, the avail­
able auppl7 of c1T111an goode and eerv1oes Will be muoh more 
equ1tabl7 dietr1buted than wae the oaee during the depression 
and there wUl be none of the 1nd1T1dual 1neeourit7 of empl07-
ment which eo aggravated the hardehipe in 1932-3). 

The maJor problem of inflation, therefore, is not the 
shortage of goods and aervioee wh1oh will prevail during the 
war period taken 1n itself, but the tact that this shortage 
V1ll be acoompan1e4 b7 reoord incomee. 

Of the total ultimate annual grou produot of $170 
billions, about $125 billions will be 41eburaed as individual 
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inooaee, but there w1ll be only $55 b1111one of oon.uaere ' 
goode and services to buy w1 th tbeee inooaee. Unless the 
whole ditterenoe ot $70 billions 1a saved or taken in 
personal taxea* there will be 1ntlation. 

Aesum1ng that the pending te~ b1ll paeeee 1n about the 
senate Ooaa1ttee t orm, and that no turther taxes are voted, 
the situation when the war ettort has reached 1ts peak w1ll 
be about ae tollowe: 

(B1111one ot dollare 
at preeent pricea) 

Individual 1noooee 

Lese: 
An1l able oonaumer goode and 

eerv1oee 
Pereonal taxes (present and 

proposed) 
Personal savings (annual rate 

second quarter 19~2) 

Neoeaeary additional savings 
and/or personal taxes 

125 

55 

91 

• Inoiudee about $1.5 biiilons ot State and iooal 
taxee. 

** About one-third of these savings occurred in the 
relatively unstable torm ot ourrenoy and bank 
deposi te. 

The above picture is, ot oourse, very approximate and 
subJect to many qualifications. We believe , however, that 
it servee the purpose ot indicating the broad dimensions ot 
the 1ntlat1on problem. 

24 

• •Peraona! taxes• only oan be considered tor this purpose 
einoe "business taxes" are one ot the tactors which have 
been taken into account 1n stating that only $125 billions 
ot the national product ot $170 billions will be dis­
bursed as i ndividual incomes. 
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III. The I nflation Problem vs. The rieoal Problem 

It would solve the inflation problem tor the war period 
it i ndividuale could be induced to nve the whole $34 bU­
lions, or thereaboute, ot 1 exoess ooneuaer purcbaeing power• 
referred to in t he preY!oue eeotion. Th11 aight be done b7 
oomprehensin oollllll041t7 rationing, by n;pen41ture rationing, 
by toroed saYing, or by some ooabination ot tbeae. In euoh 
a oaee, no nddl tlonal taxes would need to be leYied during 
the war period tor the purpose ot controlling inflation. 

25 

Suoh a soluti on ot the inflation problem, taken by 
itsolt, would reault i n a very bad post-war !isoal ~1tuation, 
however. 

It no additional taxes are ~osed beyond those now 
levied or pending, and it the inflation problem is solved 
in other ways, the 1 ult1aate annual" detioit tor the war 
pc~iod will be about $70 billions.• It the war should con­
tinue tor 4 yeare beyond next June, th1e would result in a 
total public debt ot about $400 bUlions. Obviously such 
an increase in the public debt is more than a ohange in 
degree -- it is a change in kind. Interest on th1s debt at 
an averPge rate of 2 percent would amount to $g billi ons, or 
substantially more than the largest revenue whi ch the Govern­
ment has ever received in a peaoet1me year. 

The fiscal problem presented by a debt ot $400 bUlions 
would be reduced, but not eliminated, it a substantial pro­
portion ot the money bad been borrowed as forced loans at 
no interest. A maJor 41ttioult7 here is that the repayment 
ot such forced loans (owed largely to the lower i noooe 
groups) vo~d probabl7 be requ1red 1n the i mmediate post-war 
peri od and might create an inflation problem ot substantial 
magnitude a t th&t time. 

IV. Conclusions tor Po~~ 

It the figures presented in the tirat two sections ot 
this memorandum are anywhere near correct, the inflation 
;>roblem 1s a serious one and V1ll requ1re draetio measurea 
tor 1ts sol ution. Furthermore, as diecussed in the preceding 
section, the tieoal situation is also serious and will require 
careful attention in its own right, quite apart t~om the 
problem of inflation. 

•15lus the interest on the new public debt created to 
t inenoe it. 
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There oen be no eingle aolution to the inflation and 
!isoal problema or either one or them. They muet be 
attacked on 111&1\T !ronta. The more important, althou.gh b;r 
no meana all, ot thea• tronte are ae !ollova: 

(1) Rationing. The opinion ie eomet1mea e~reeeed 
tbet 1! un!Ter8&1 price ceilings (including tara pr1oee and 
wages) are eetablirhed in the near tuture, OPA will have 
•shot ita bolt", and the remainder o! the problem or 1ntla­
t1c~ control will be up to the Treasury. Th1e ia by no 

26 

means the oaee. Pr1oe ceilings are the leee potent ot the 
two inflation control mechanisms delegated t o OPA. Rationing 
1a much more important a nd muet be ut1li~:ed to the tull. It 
must not be oont1ned to oomaod1tiea where epeoi!ic ehortagea 
exist, but muet be extended to all oommod1tiee, or groupe ot 
commodities, tor which a pr1oe riae is threatened because ot 
an exc ess ot demand over supply at present prioee. 

such commodit;r rationing, aa it beoomea more wideapread 
and henoe more burdeneome to the individual, ma;r ultimately 
be replaced, in large part, b;r a eyat• ot e~end1ture 
rationing. There seems little praot1c&l possibility, however, 
that a e)'etem of expenditure rationing will be adopted, in 
actual praotioe, until commodity rationing hae gone auoh 
further than it has at the present time. 

(2) Taxation. Taxes must be raised draetioally. Th1a 
is neoeeear.y bot h tor reasons ot i nflation control and ot 
t1soal pol1o;r. 

It is inevi table that a large proportion or the inoreaaed 
taxes must come !rom the lower 1noome groupe, ainoe that ia 
where the new purobaaing power is. While it may eeem harsh 
to cut into the inooaea or the poor, inflation would be even 
more harsh. It should be noted, furthermore, that the lover 
income olaeeea are now in the moat tavorable relative eoono•io 
positi on wh1oh they have occupied in many years. Ideally a 
tax program tor total war should begin at the very bottom and 
end by levelling ott the top completely as suggested by the 
President, 

The increase in taxes to the tull wartime level will 
necessarily have to be gradual. It is believed, however, 
that a 10 percent t ax on gross individual incomes, deducted 
at the source, could probabl )' be secured wi thin the next tive 
or six months, and would be more et!eotive in controlling 
inflation than anything alee within the range of pract1o&l 
poeaib111 tie a. 
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Everything poeaiblll ehould be done to atop up loop­
holee in the taxation or the higher income olaeaea. Theee 
loopholee represent major inequities in our eyetea ot pro­
greaaive income taxation. Stopping them up ehould not be 
Allowed to del&¥ the uae ot taxation ae an inatrument ot 
i nflation control, however. It may, in praotioe, be found 
eaaier to atop up the loopholes after a wideapread demand 
tor thie has been created by heavy taxation ot the lower 
inoomea. 

A apendinge tax ia an extremely ettioient mode ot 
inflation control. Thi s tax has received a bad name, however 
-- for no very logical reaeona. It should probably be 
allowed a •cooling-ott period• . It will probably meet with 
a muoh better reception if revived after the impoeition ot 
a groaa income tax, auoh aa that above auggeated. 

(3) Forced Savinf•· High taxation will probably have 
to be supplemented byoroed saving-- i.e., taxes with a 
poet-war rebate. There will be more than enough occasion 
tor poet-war rebatee, however, and their use should be con­
sidered only ae a last resort. Aa· large a proportion a e 
po asible ot wartime taxation should be •tor keeps•. 

( ~ ) Voluntary Savings. All ot the above meaeuree will 
still leave ample room tor voluntary aavinga, including the 
War bond campaign. Rationing and expenditure taxation will, 
in taot, yield their fruit in large part through increased 
•voluntary• subscriptions to Government seouritiea. It may 
be necessary, in addition, to employ even more strenuous 
methode in •voluntary• bond sales campaigne than have been 
employed hitherto. Voluntary means ot raiaing money should 
be considered aa supplementary to compulsory methods, how­
ever, rather than vioe verea. 

! 
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DRAFT OP .t. SUOOES'l'BD PISCAL PROOIWI 

'lhe Situation 

Preaant war plana oall £or war eXpenditure• during 

the calendar 7ear 194' of approx1.Ju.tel7 $80 - 85 billion. 
Federal axpendi turea for non-war a c ti Yi tie a will add another 
$8 billion, allkin8 a total o£ appronaatel7 $90 billion 
of Federal Oovernaent expenditure& for the calendar 7ear 
194,. 

Federal receipts during the calandar )'ear 194' with 
Houae Tax Blll pa .. ed will approximate $'0 billion -- 027 
billion in tax receipte aod 3' billion groaa receipt& of 
the Federal corporations . 'lherefore, if the war produc­
tion program is realized, and 1£ the Houae Bill etanda, 
the Federal debt will rise by about $60 billion in 194,. 

'lbe e1tuat1on will not change greatl7 after 194,. 
It 1e poaaible that a tax prograa a1sht be attained within 
the next 7ear or eo to )'ield nearl7 $5 billion a year or 
additional taxee (excluaive of poet-war rebates) but it 
ia also possible that the combination of inoreaaed war 
expenditures and price riaea that cannot be avoided will 
offset that $5 billion increase, 

Therefore, it aeama that the prospect ia £or a con­
tinued increaae in the publio debt of about $6o billion a 
year aa long a a the war lasts. 

'lbe outa tanding debt by the and of a five-years 
more or war, would be in the neighborhood of $400 billion. 
Even 1t: we aucceed in raising taxea beyond the llouae Bill 
by aa much aa $10 billion a year , the outatanding debt 
would atill reaoh OYer $350 billion by that time. 

'lhe Two-Fold Problem 

our fiscal program baa two major objectivea: One ia 
tc prevent inflation, and the other 1e tc finanoe the war 
with the leaat atraina and attar-paine . 

'l'WI1ng first tc the problem of inflation. 

Next year we anticipate that the value of consumers' 
goods and aerv1cee available would tctal about $65 billion. 
During the same year we estiaate that consumers will have 
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left, after pa;ring Federal, State and. local t axea, about 
$110 billion. With $110 billion available to apend on 
$65 billion of goode and eervicea, it ia clear that danger 
of auatained price riaea ia great deapite exiating prograae 
of price control . Of courae, a aubatantial portion or 
thia aurplua apendable inc-• of t45 billi on will be aued 
even if the Oovel'lllllent doea nothing to induce or force 
saving. Th_!, .eatilllatea on thia point var:r, but tigurea 
around $25.(ar\"'most c0111mon1-,. a ccepted. 'l'lle probl•, there­
fore, ia to 1110p up, one wa:r or another, a further $20 
billion. But a succeaa.t'ul. mopp1ng-up proceu muat alao 
make up tor any reduction in the $25 b illion of voluntar:r 
s avings caueed by the mopping-up meaaures. In ahort , we 
muat a1lll at absorbing the aurplua diapoaable income or 

$45 billion•. 

This 1a the magnitude or the probl- we face tor the 
calendar year 1943 . In s ubsequent year a the magni tudea 
ma:r varr aomewhat from that level but the teak or further 
adjuataent will not be as great ae that of the initial 
adjuaanent. It ie poaaible that we ma:r later increaae 
war output at the expense of conaumera while at the a8.Die 

time the national income increases. It 1e poaaible that 
after several more years of war an addition of surplua 
disposable income or $20 billion will develop, but the 
increase of aurplua di apoaable income after 1943 is 
certain to be gradual. 

It 11 clear from the magnitude of the task that no 
halt-we.y meaeurea are adequate. Meaaures that are 
adequate are bound to e.ppear drastic and ver-,. apt to be 

unpopular, but sooner or later adeque.te measure• will 
have to be adopted. 

Proposed Fiacal Program to Prevent Inflation 

Our taek now is to adopt measures which will assure 
a reduction in purchasing power avail able for spending 
to $65 billions. 

Bxpendi ture rationing, in our opinion, is the beat 

method for attuning this objective: 

l. It exercises a d irect and effective control 
over the expenditures or individu al incomea, and preventa 
uncontrolled epending of previoue accumulations . 
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2. It can proTide ror the 110at aqu1tabl.a diatl'·i­
bution or tla l.1aitad wppl.,- or con-ra • &ooda and 
aerTicea duriDg war ti.ae. More than any other propo .. l., 
it makea it po .. ibl.e to 8l'eatl.y narrow the apread be­
tween the gooda and aerTioea aYa1l.abl.e to l.ow iDeo .. 
8J'OUpa and those ava1l.abl.e to high income groupe. 

~. Expenditure rationing doea not operate thro~ 
the w1 thdrawal. or income and thererore do .. not en­
counter the oppoaition wbioh an,- pl.an that takea awa,. 
incomea--either taxation or co~ul.aory aaTing--encountera. 

4. It aeema to be the moat nexibl.e 1natrumant or 
1Drl.ation control. propoaed. Aa conauaera 1 gooda aTa1lable 
d11D1niah, it ia rel.atiYel.,- aaay to taka itema out or 
the ration rield or put tbu in, and it ia al.ao relatively 
eaay to al.ter tbe total.a or rationed expenditures. 

5• While the adlll1n1atrat1ve dUrtcul.t1ea are a.,_ 
lllittedl.y great, the7 are not ao great, 1n our opinion, 
aa those presented by other equal.l.y adequate measurea. 

6. It permits maximum consumer choice under condi­
tions or war economy. A person can spend hie rationed 
al.lowance any way he wants, and he can eave it 1n any 
way be wiabea. 

For these reasons , expenditure rationing is our first 
choice of methods to effectively prevent inflation. The 
Treasury, however, may conclude that neither Congress nor 
the publ.ic are prepared to accept that method and that 
therefore it ia not one of the real.istic al.ternatives before 
us. 

Our aecond choice of methods for preventing infl.ation 
is the adoption of a spend1ngs tax sim1lar 1n principal. to 
the one the Treasury haa al.ready proposed, but with some 
modificat ions designed to make it yield larger revenue and 
i nduce greater savings. 

The modifications we woul.d recommend are: 

l. Apply the tax on the axemption base instead 
of the exclusion base and make the exemption $400 for 
adults and $200 for dependents. 

2 . Raise the normal r ate to 15 percent . 
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~ · Appl;r the eurtax to lower ratea or expendi­
ture . We auggeat that the tirat bracket aubjeut to 
the nor.al tax and tree from the eurtax, ahould be 
the same as the personal exemption; that ia to ea;r, 
the surtax on spending• would begin on ex.,enditure 
above $800 £or single individual•, above 11,600 £or 
a tamJ.ly without dependents, and above $2,400 tar a 
tamJ.ly with two dependents . Surtax rate a should begin 
at 15 percent and rise rapidly to 100 percent on 
expenditure above $10, 000 tor aingle individuala. 

The advan tagea of the modification& that we auggeat 
above are as follows: 

l . The apending power available to tbe lower and 
lower middle income groups will be substantially reduced. 

2 . The deterrent effect ot the tax rates approaches 
more nearly the area which we think is neoeuary to 
curtail expenditure& to the deaired level. 

~. Aa the exemption, instead or the excluaion 
increases, 1t s1mpliries and lightens the burden on 
the very loweat income groupe . 

The normal tax would be a post-war rebate aa indicated 
in the Treasury propoaa1. It is estimated that with the .. 
modifications , the Spending• Tax would ;rield approx1matsl;r 
$5 billion during 194~ on the normal portion ot the tax and 
somewhere between $1 and $2 billion on the excess or return­
able portion ot the tax. 

No one can tell how effective the above proposed ratea 
will be in curtailing spending. 'lhat 1s one of the diead­
vantagea of the Spending Tax. Even with the high rate• 
recommended above we are inclined to believe that it would 
be inadequate. What we tear more than that, however, is that 
the tax may be accepted but with rat .. aca1ed down wi th the 
result that the Spending Tax will be wholly inadequate tor 
the purpose deaigned. This cannot be true of Expenditure 
Rationing . 

' It the Spending Tax (together wi tb other measure a 
already in operation) lbould prove to be inadequate to 
preven t further rise in prices the public may then be 
ready for a modifica tion or the Spending Tax in direction 
of still more drastic ratea could be adopted. Experience 
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will reveal the wealm••••• and atrength ot the Spendln& Tax 
end modl.tioatlona oOIUd be at~ptod. 

If it ia telt that expenditure rationlDg 1a not aooeptable 

to tho people then oartalnlT oOIIpulaorT aavlng at draatlo 

rat .. nooe .. ar7 to attal.n tho ••• roeulta will be 11naooeptable , 

But the rate• ot eavlDge that would have to be t.po .. d 1n 

order to aohlevo a ourtall.aent 1n apendlDg equal. to that 

a t tained b7 tho above reoomaendad SpendlDg Tax would have to 

b e ao draat1o aa to aake ita political aooeptenoe ver,. doubtful. 

'lberetore, an7 oc.pulaor,. aavlDg prosraa that would be aooepted 

would be a partial progr•. .t.a between partial progr•a, we 

prefer tax on apandlDg prograa becauae •• think it provide• a 

better opportunit7 tor coaing oloaer to the deaired goal. 

Propoaed J'iao&l Pr0f5!'aa 

The dlaouaalon ao tar baa been d1recte4 toward the taak 

ot preventing lntlatian and onl.7 1Dd1reotl7 toward the probl• 

ot tlnanolng the war. 'lbia part 1a oonoernad with the latter 

problem. 

An7 prograa to tinanoe the war auet ot oourae rain 

enougn revenue to pa7 expeneee. It ie poaaible to do thla 

through a DUIIIber ot wa7a, but t iao&l atata.-nahlp calla tor 
a program 1bich will raiae the neoa .. ar,. tunda in wa7a that 

will do tbe following: 

l, Prcao te an equitable dlatributian ot the 
oonsuaer goode and aervioea available during .tbe war; 

2. Proaote a wider dlttuiOil ot the aavlDga 

acc-p&D71ng war t1nano1Dgj 

,. Keep the lnter .. t burden low1 

4. Suppl7 a flexible lnetrwMnt tor oheoltlDg 
poet-war intlatlan and poet-war deflation. 

In purauanoa ot t h eae objective• we tavor public luPport 

of the Trea•Ul":J' tax program aa tire t wblld ttad to the Bouae • 

That prograa 1noludec1 the loophol e provlaiona, higher .. tate 

t axee, h i gher rataa on the middle lncCMU bracket&, and a hlgner 

rate on corporate profita . We &lao tavor the introduct ion ot 
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a with4rawal at the ao\ll'ce tax wh1ob would I!PPl:r to the tax 

l1ab111t:r for 194~ 1D ad41t1GD to bb tax pa,..a1ta for 1942. 
'lbe tax pa,..nta f or the current :rear 194~ &ball bow.,..er be 

coapuhd on a reduction of 10 percentage pointe in the rate 
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ot incoae tax with the prov1aion tbet the reduced tax l1ab1l­

it:r would ba paid in two :reara. B:r 1945 the inccae tax pa;rera 

would be pa:ring OD a curr-t baaia and there would be no 

liab111t:r due on prn1oua :rear a 1 inooae aaide trca adjuat.enh. 

Adoption ot the foregoing propoaal would aean tbet a 

man, wite and two dependent& baYing an inocae ot t2500 would 

pa:r in the na1gbborbood of 1450. 'lhia 1450 would include 

hle incoae tax on the previoua :rear' a income, a portiOD or the 

tax OD the current :rear1 a inocae, bia Soo1al Sacurit:r at the 

inoreaaed rate of ' percent, and a apendinga tax of approxi­

lll&tel:r $120. 'lhe tl20 Spendin,ga Tax would be ratumable attar 

the war. A aan, wite and two dependent& with $1500 inoo­

would pa:r a total ot about $100, part of whlob would be 

returnable. 

Were the aboYe tax propoaala adopted there would at1ll 

remaiD more than $50 billion to be ra1aed b:r borrowing b:r 

Yoluntar:r -ana. 

Social SecUI'i t:r and tl"Uat .tunda will ;r1eld. $6 bUl10D 

eaYinga, proYidillg the inoreaae in the Social 8ecur1t:r 

progr- 1a adopted. !~bat would leaY& about 145 billiOD to 

be ra1aed through other obannala of borrowing. 

'lhe 'l'reuur;r abould baY& no d1N'icul t:r borrowing the 

re••1n<ng 145 bUl10D trca 1Dd1Y1duala, inatitutiOD& and 

banka. It ia pre.-ed thet the exoeaa ra .. r.ea ot tha 

banking a:ratea wUl be 1ncreaaed at appropriate aoaenta 

through exerc1aa of power• alraad:r available. 

'lbe power• • • alread:r poaaeaa, plua aome p-r• whiob 

it abould. not be d1N'icult to get, oan protect ua trca poet­

war 1ntlat1on, deapite the greatl:r increaaed depoaita and 

c aab in the banda of the people. 

'!here 1a one cona1dera t1on that -.at be caretull:r 

evaluated. 1D dete.ra1n1.ng the borrowing progr-. 'lhat relate• 

to the intereat burdeo. With the public debt 1ncreaaing a t 

the rate ot $50 billion or eo a :rear, the intereat burden 

will increaae at the rate of alllloat a billion and a ~arter 

a :rear. When there ia added to that the 81110rt1aat1on ot 
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1 percent a year -- which would be the a1nimall called tor by 

sound tinmce - - the add1 tiona to the tilted charge on the 

debt are &laoat t2 billion a year, U the war 1a to lut 

only another year, the intereat burden will not be a a1gn1ti­

oant thing, but 1t the war ia to laat another tive 78ara it 
may wall beooae a ~~~&jor danger in govarnaent tinancing, we 

will then reach an intereat burden ot aoae $10 bUlion and 

an amortisation ~ee ot at leaat tour 110re billion dollare. 

J. t'1xed charge ot billion betore the Ooven.ent ependa a 

34 

aingle dollar tor current eXpenaea will be the overwbel.aiJ.ng 

~naideration 1n the tiacal policy during the poet-war period, 

With ao large a tilted burden the dH'ticultJ ot reducing 

taxea during the poet-war period and ot the Gover-t Ullder­

taking necessary aocial expendituree will be auob increaaed, 

The ability ot the Oovermact t o adapt ita t'1acal prograa t o 

the needa ot the t1aea will be 18\lcb reatricted, '!here 1a 

even danger that with a down-tum 1n bua1neae there would be 

a growing demand tor draatic aeaaurea, auoh aa a partial 

r epudiation ot the servicing ot tne debt, and even ot a 
capi tal l evy, 

In view ot' the rapidly growing interest burden, we 
believe it ia deairable to take advantage ot tbe exieting 

legialation to the extent ot otter1ng tor aala to tne Federal 

Reaerve Bllllka ot non-1ntareet bearing bCIIlde to the aax1aull 

aaount pel'll1tted by law -- about $5 billion. '!he r educ tion 

in the 1nterut burden 'llbicb thla would bring about 1a not 

very aignit'icant but the eatabliahment ot the precedent 
would be, It IB1gbt later be po .. ible to obtain legialatiOil 

increadng the aount ot bonds which c an b e ottered tor aale 

by the Treasury to tne Federal Reaerve BIDI<a. F1nally, it 
ia to be hoped that the proportion ot billa to other aecuritiea 

be not pera1tted to de cline . 

It aeeaa to ua that eYen 1t the apendiDga tax ia adopted 

we will a till need a oo.pulaol")" lending propoaal eo a a to 

enable the Government to borrow a larger portion ot ita needed 

tunda a t aero ratea ot 1ntereat. It may be poaaibla to obtain 

u 18\lch aa $15 billion troa ind1Yidnala and corporation• at 

&ero ratea ot intereat through oo.pulaory lending. ODe ot tbe 

addi tional advantage• that expenditure r ationing baa 1a that it 

makes easy the introduction ot' a compulaory lending aoheae 

which would yield a large volume ot savings; but eYen it the 

apend1nga tax 1a adopted it could later be suppl-ented by 

higber and progre aaiYe ratea on the nora&! portion ot the eax, 

which ia the coapulaory aaYlng portion. Whatever plan 1a 

adopted it a eema impera t ive to ua tnat i t thia is to be a 

long war a compulaory lend1DS acbeme ~ldiDg $15 t o $25 
billion i a essential. 
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We underatand t'rom the Tax Reaearob Di?ia1on that though 
the banlca are aubject to an exo .. • protita tax 1D practice they 
avoid thia tax by taking advantage or several exiat1Dg loop­
holes . In view or the !'act that the banlca will absorb a 
aubstantial proportion or the goverament aacuritiea iaaued, 
and 1n view or the generoua 1Dtereat which ia being paid tor 
auch aervice, we would recommend that the Tax Research Di?iaion 
re-examine the a1 tuation and propoae aucb aeaaurea as are 
neceaeary to block auch loop-holea. In tbia way the people 
will ra oomer a part or the 1Dtereat pa)'lllents aade to the banks , 
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September 17, 1942 

This conversation is the result o£ a call which 
I made yesterdar_to Grace Tully. At that time I told 
her that only 4~ o£ the 60 White House employees 
had signed up under the Pay Roll Allotment Plan 
and that they were contributing only between five 
and six per cent of t heir salaries . I also told 
her that the White House was at the bottom of the 
list of all the government departments, and I asked 
her if she would please bring this to t he attention 
of the President. She said she would. 
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0l)era tor: 

HMJr: 

Opera tor: 

HMJr: 

Ma rvin 
Mci ntyre : 

H>IJr: 

!!: 

Hl!Jr: 

M: 

HMJr: 

M: 

!lMJr: 

M: 

HMJr: 

M: 

HMJ r: 

HII.Jr: 

~~ : 

HMJr : 

Hello. 

~r. Mcintyre. 

Hello. 

Go ahead. 

Hello. 

Hello, Henry. 

Hello, Marvin. 

September 17, 19q2 
10:48 a.m. 

Ve're kind of in a meea over here on account 
of th1e drive - thla drive, you know. 

What d.rive? 

Oh, you know, your ten per cent. 

'leah. 

And, you see we've only go t about - I think 
somewhere under t1fty, heven't we, of etralght 
House employees. 

Sixty. 

'leah. 

In the neighborhood ot sixty. 

37 

And, all the r eet ot them are - are clae s1tied 
under other dellart~ente. 

Yeah- but it' s the sixty that have made such 
a poor showing. 

The whet? 

It's the sixty regular 'ilh l te House emplOYI! e& 

Yes. 

lese than halt of them are eubecribtng t o 
the \far Bonds. 

• . -
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lou mean, under tbia new plant 

Ieah. But •.•• 

Now, for i nstance - t or inatance , anyway, I'm­
I personally am buying about t wenty per cent 
all the time , or my wife i s. 

leah. But it's on the deduction- thft deduction 
from t heir ?&Y check - there ' s sixty employee• 
over there 

Uh - huh. 

•..• and leas than thirty of them are deducting 
anything 

Yeah. 

and the thirty who are deducting something -
it ' s only r unning about five or six per cent .••. 

Uh - huh. 

which puts the White Houee at the bottom 
of a list of all government departments. 

(Laughs) Well, of course, 1 t makes it doubly 
diffi cult f or me, because I've been thumbe down 
on it from t he start - individually, I mean . 

'oell - I mean - all the government deoartmenta 
~re doing it. Most or t hem, like the Nevy and the 
Treasury a re well over - ni nety per cent signed 
up - nine ty-five , end average over t en oer cent. 

Uh - huh. 

And here 's the Whi te Houee, with the ?r esident , 
at the bottom ot the liet. 

Yeah, I know it. I mean • .•• 

And, we've go t t his Admiral Conard, who 's been 
de~1gna.ted by the Pres ident, t o be in charge or 
all deoartments, and h ft keeps t elli ng me, •Well, 
can't you do so'11eth1 ng •• 1 th the Wh1 te House? •. 

l eah . I know it, H~nry . 

l eah. 

• . -
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And ae I say, it's avtully ditticult t or ~e . 
because I talked t o you end the Boea about it 
vay back there , you knov . 

.l'.eah. 

Not that i t makes any dlrterenc~ - my personal 
opinion, but I - I - the thing that I Juet 
osn't quite- vall , the r e 's no use in gettln~ 
1n an argu~ent- I Just can't qui te see - were 
all eo uncertain about other demands are going 
to be on us next year , you knov . 

Well, ae you 6ay, there' a no use arguing. I -
1 wish the - I think the Preaident ought t o 
say something - I ~een, end do s omething about 
it. 

~ell, he has. He sent the memorandum on over 
t o me about it, and told me to check up. 

leah. 

39 

And I don't make much head-way. I - I- personally, 
I don't- I'd very much prater t o continue the 
way we've been doing t or e1x years. 

'oell , th1s 1s a plan which has got the backing 
or the President, and we've - and as I say, 
here's every other department going t o tovn. 

Yeah. 

And, you - you personally don't llke lt. 

Well 

And a .... 

• . . . has t he Pres i de nt s i gned up t he list? 

Hae he? 

Yes h . 

Not that I know or. 

Uh - huh. 

I think lt ought to etar t wi th hi m. 

( 

• . -
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'lell , that ' s 17, 500, r1g."'t out ot h1e ealar.r to 
etart with. And he •••• 

If ell , why nott I mean •••• 

He ' s going to run in the red next year anyhow, 
you know. 

I know, but ••• • 

I e Mrs. Ro osevelt an employee ot t he wnite House, 
or do you eo claeait y bert 

No. 

(Laughs) I was kidding. 

Well , no - ehe, ae a matter o r tact, bu.re a lot 
or the bonds. 

I know she doee. 

No. 

Oh, I know thBt. 

No, I mean - I . •.• 

And I - I know t hat Rudol ph For et er does, tor 
ins tance - old man Latta doe e. 

':leah. 

And a lot ot us are buying t hem on - ~n your ol~ 
plan, you knew, the Treasur y sends these ••.• 

I know. 

•.•• envelopee every month- every pay day. 

':leah. 

Well , I'll see what I oen do about it, Henry. 

':leah. Well, as I eay, 1t ' e- 1t 1 e amongst the 
government employeee - 1t ' e generally know that 
the '~1te House 1e at the bottom or the l i et , 
and .•.• 

( 

.. -
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Yeah, I know it ia. 

And i t 1 e - it 1e- 'it ' a damn bad preoedent. 

Yeah. 

And • •• • 

I t 1 a all r i ght, and I r eal he t hat our po ai tlon 1a 
a l i ttle untenable, but I hate t o be blud.geoned. 

Well, i t 's- well , nr.yway, you sa y you don't want 
t o argue , but it's l ike •••• 

Oh, hell, no, now the rulee have been mede and •••• 

Why ehould the White House be the only department 
in the whole government that doesn 't go alongt 

Yeah. I see your point - I eee your poi n t perfectly. 

I t ought to- i t ought t o be - I mean , i t 's very 
nice to say t he Whi t~ House o~ntributed five tone 
o r junk, bu t that - they ought to ge t on this band 
wagon. 

Yeah. 

You say the President s ent you a memo? 

Yeah. 

Well, you 're a sol di er. 

Okay. 

All r i gh t . 

Goodbye , Henry. 

Goodbye. 

( 

•• • 
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'.VAR FINANCING 

Present: Mr. Bell 
Mr . Gaston 
J,!r • 'ifui te 
1fr . Paul 
Ur . Stewart 
Mr . Haas 
Mr. Bl ough 
Ur . Kuhn 

September 17, 1942 
2:15 p.m. 

J.lr • JAlrphy 
J.:r . Shoup 
Mr . E. M. Bernstein 
!Jr. Shere 
Mr . Tickton 
Mr . Lindow 
li!r. Friedman 
lifr . '.'/arren 

H.M. JR : '.'fuo is going to do those figures? 

MR. HAAS: Henry is . 

(Tables distributed, entitled "?inancial Impact 
of ;:ar" . ) 

li . LI . JR : Do your stuff . I guess that you were 
all clad to have the extra time . 

1~ . UURPh~ : I have three rather formidable­
lookine; tabl es here , which were prep,o.red by JJr . 
L:urray Shields . They are enti tled 'Financial Impact 
of .'/ar ." 

As you see on looking at them, this financial 
impact of the war upon the bankine; Sf.stem is examined 
under three situations. The first, 'Assuming no 
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change from House Bill tax rates and continuation of 
present Treasury policies"; the second- -

Lm. PAUL: Is that House bill or is it-­

J.!R. J,ruRPHY :· That is House bill. 

MR. BLOUGH : 'lhat is table I ? 

JJR. J..'URPHY : Yes. 'lhe second, "Assuming $20.0 
billions of new taxes and sale of $13 .0 billions of 
new market securities to individuals and non-financial 
institutions (in addition to War Savings Bondsf ; and 
third, "Assuming $30.0 billions of new taxes, reduc­
tion in sales of war Savings Bonds to $6.0 billions 
p. a., and sale of $10 .0 billions of market securities 
to individuals and non-financial corporations". 

I 
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Mr. Shields assumes that when you raise the taxes, 
get thirty billions in new taxes, it will begin to 
impinge on savings bonds sales. (Laughter) 

H. 11. JR: \'/here are the War Savings boys? ( Lau~ ter) 

UR. MURPHY: I think it is perhaps most interesting-­

H.!.!. JR : Di.d Shields do this on his own? i7as 
this his idea? 

J.lR . J.!URPliY : Yes • 

1ffi. HAAS: He did it down here . 

H.11.JR: But it was his idea to do it? 

Lffi. HAAS: Yes, sir . I mignt explain, Mr . Secretary, 
that one of the main reasons for putting it together 
was to show the enormous ma~itudo of the problem. He 
told me afterwards he hopea'"'the mere size of the 
figures ',?ould indicate that this type of thing should 
not happen. · 
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!.ill. . MURPHY: I think that we can say by way of 
preface that I believe all three research divisions 
are in substantial agreement that the technical bank­
ing nroblems of causing the banks to absorb a larger 
amount of Government debt are not the limiting factor . 
It can be done ; there are plenty of technical devices 
by which banks can be provided with re serves to do it 
by which their capital positi on can be taken care of 
and the mechanical problem solved. 

The question is , is it a ~ood idea to do it and 
can the econo~ stand the stra1n of the larger bank 
deposi t s ~1i ch v.ould be created, and I might say 
that the--

H. ll. JR: Look, do you mind - explain this table 
first , and then philosophize about it afterwards? 
(Laughter) 

44 

1m. L!URPHY: Fine . I think it is interesting to 
first look at the ultimate figures as they appear 
f rom a continuation of present policies - that is, 
without seeking any further taxes beyond those in the -
I mean wifu out obtaining taxes beyond those in the 
!louse bill and continuing vecy much the borrowing 
program which has been going on. 

By fiscal 1946 to '47 military expenditures would 
be running at an ultimate annual rate of ninety-five 
billion, which we discussed this morning. That is 
1!r . Stacy Mav' s figure. By that time interest on 
~ublic debt Would amount to seven point seven bil lions 
1f these other things had happened. The expenses of 
the ci vil government other than interest on public 
debt would be six bill ion, so that we would have a 
hundred and eight noint seven. Of course you recog­
nize that no such accuracy of government expenditures 
is intended . Tax receipts would be only thir ty-one 
bi llion. (Laughter ) 

H. M •• m: ','/ait a minute, I was laul'hinz so I los t 
my place. You shouldn' t get funny at this star;e. A 
cash def i cit of --
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!.ffi. JJURPHY: I was just in ihe line above that. 
The tax receipts a:•e thirty-one billion. The excess 
of thir t'J-one over the yield of the present tax 
structure is merely because of the increase in national 
income, which it i s assumed will remain; the rat es are 
those of the House bill. 'lhat would leave a cash 
defi cit of seven~- seven point seven billions , and 
there are certain sources that he a smxmes that you 
can finance it from. 

First i s the six billion of Social Security funds. 
ft.y that time there wi l l have been another statutory 
s tep-up in Soci al Security rates, one at the end of 
this year and another br that time. He assumes twelve 
billions for savings bonds . That is the old program. 
That leaves about sixty billions to be raised by market 
issues. 

You will observe that he assume s that market 
issues of securities other than Government securities 
will decrease slightly so that the market wil l alto­
gether be called upon to take about fif~-nine billion 
dollars worth of i s sue s. 

On the effective demand for these securities, he 
asSUJiles a billion in savinfs banks . That is based on 
the assiDllption that aceumu. ations i n savings banks 
will tum around and commence ID go up. As you knon, 
savings deposits so far have shown very littl~ 
increase, but the supposition is-- -

H.M. JR : 'lhey have gone down. 

WR. YURPHY: That is correct. The supposition is 
that the~ will turn around and go up some. He assume s 
two billlon for life insurance canpanies. That is 
about the firmest figure we have; the life insurance 
business is a pretty rigid business, and the aggregate 
figures will go up and down very sl owly as new 
policies are writ ten or old ones dropped. He assumes 
two-tenths of a billion from Government agencies, but 
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you will notice that is market securities only and i t 
is just merely an arbitrary f i gure. He assumes five 
point five billion from the Federal Reserve banks. The 
reason for the f~ve point five appears lower down in 
the table . '!he five point five billion purchased by 
the Federal Reserve banks are the purchases llbich 
would be necessar y to vrovide the commercial banks 
with the reserves requl site to vurchase the residue 
of securities which the commerc1al banks will have to 
purcha se in order to finance the def icit . 

He assume s seven billion of securities from 
individuals, corporations and other i ns t i t utions. 
That represents for the most part the investment of 
depreciation and depletion reserves of corporations 
which cannot be currently put back into the bus iness . 
That leaves for~-three billions of securities to be 
absorbed by the CODmercial banks in that year. 

You will notice if you look back along the table 
t hat the security absorption by oorraner oial banks has 
been running forty-seven, fort.v- seven, for~-five , 
for ty-three. The reason for the slieht decrease is 
that the tax yield, presumptive tax yield, has been 
slightly increased i n line with an assumed rise in 
the national income , effecting a slight price rise. 

He next inve stigate s the effect of this on bank 
credit. He assumes that all banks l'()uld absorb 
for~-three billions of United States securities . He 
assumes that nine ty percent of those will be absor bed 
by member banks and that member banks •n ll have 
certain other changes in their assets,which will 
result in a net increas~ in the deposits of the 
member banks of fortv-one billions. Tlus l'lill bring 
the de?osi ts of the banks at that point up t o tl'lo 
hundred and fif t>1 - four billions. 

To set the sienificance of that ficure we cast 
our ele ba ck to the left and notice that the estimated 
fisure on June 30 last was sixt>1- four billio:ts, and on 
June 30 next , eif:h~J-five billions . 

46 
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I think another way of realizin[; the volume of 
that magnitude of bank deposits is to compare it with 
the national income . The gross national product i s 
ncm running between a huni!red and a hundred and fif~/ 
billions . Bank deposits are nov1 about sixty- five 
billions , which means the. t they are less than hal£ of 
the gross product . 
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The gross product i s assumed by ~. Shields to 
be up to about one hundred and nine~;-two bi lli ons vlb.en 
bank deflosit s are up to !:110 hundred and fift;r- four , at 
\'Ohich tlme the bank deposits will be substantially in 
excess of a year ' s gross product . I t will naturally 
become increasingly difficult to get neople to hol d 
that many deposits quietly. They will mn t to turn 
ar ound. 

Ur . Shields turns next to the purel;r bankin~ 
problem since this is concentrating here on banhng 
problems, and he gives the assumed ca~i tal funds of 
the banks; that i s seven point four b1llions. The 
supposition i s that the banks wi 11 not have been able 
to raise any substantial amount of capital by t he 
sales of their securities . They will have built up 
their capital from an estimated six billion on June 30 
last to seven point four, purely by the reinvestment 
of profits. '111ey will then have a ratio of capital 
to deposits of mo point nine percent. Tv1o point 
nine rrcent is a ratio of about thirty de~osi ts to 
one o capital. '!he ratio on June 30 is nl!le point 
four percent of capital to deposits . 

He next turns to the bank reserve situation. He 
assumes that there r1ill be no additions to monetary 
eold stock . That is merely followinc out the ex­
Perience of l as t year . It is somewhat of a mystery 
to me what happens to the e,old mined in South Africa, 
but we will not go into it . (Laughter) 

He assumes that money in circulation will . 
continue to increase by two billion a year . It 1 s 
more or less an a.rbi traJ'Y assumption. 
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Federal Reserve portfolio securities will go up 
five point five billion, which is a figure that is 
assumed to make it come out even. That is the figure 
I mentioned before as the amount of United States 
securities the Federal Reserve banks will have to pur­
chase in order to furnish reserves to the meuiler banks 
to purchase their quota of securities. J).tring this 
year he assuliles a net increase of bank reserves of five 
point five billions . 

His next block of figures deals with reserve 
requirements. 

Now, durine the lene th of the period covered by 
the table as the banks are being requi red to purchase 
more and IIJ)re securities, he assumes that they are 
placed in funds to purchase the5e securities partly 
by a reduction in reserve requirements and partly 
by Federal Reserve purchases of Government securities. 
ll'J the end of the fi seal year 1945 he has reached 
the end of the road on r eductions in reserve require­
ments. '!hey are down to the statutory minimum. 

Of course there could be further legislation, 
but he has gone as far as is possible under existing 
law. From then on he provides all of these reserves 
by Federal Reserve purchases of the United States 
securities. The way that he determines the amount 
of reserve requirement reductions which would be 
necessa!"J ard the amount of United States securities 
wltich muld have to be purcha sed is the amount 
necessary to leave the member banks l'li th excess 
reserves of about one and a half billion. You wi ll 
notice the constancy of the excess reserves figure 
that he has, one point four; one point seven; one 
point eight; one point four. The fluctuations are 
not according to any plan but merelr.as close as Y?U 
can Illlke them co~:~e out without carry1ne the table 1n 
a lareer number of decimal points than he has. 

ile assumes that by this time we will have a gross 
national product of one hundred and ninety-two billion. 
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You will notice that compares with a gross product 
of one hundred and seventy that 1ve were speaking of 
this morning. Mr . Shields has assumed some i ncrea se 
in prices here, although no t very much; whereas we 
were assuming constant rises. 
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He has fif t y percent military expendi tW'es to 
P,rOSS national product. That is a lower percentage 
than in the table we presented this morning because 
military expendi lllres are tb! same, with the gross • 
na tional product hi~er . He has Federal taxes thirty- • • 
one billion; Social Security taxes , six point four. 
I mentioned that there will have been two step-ups 
in the law in the meantime . He has State and mu.nicipal 
taxes, eight; and total taxes of forty-five billion, 
which will amount to about forty-five percent of the 
gross national product. 

He then takes the taxes plus new i ssues as a 
peroenta~e of gross nati onal product , since new issues 
of secur1ties are as much of a bW'den, reall y, on the 
econou~ as taxes . In each case you have to forego 
consumption in order to truce them up. The di fference 
is that the taxes we get is money for keeps, and in 
the securities we agree to pay it back; but the effect 
of the current ceriod i s the same, we have the money 
and they have not. 

So the thirty- five percent of the gross national 
product which is taken in taxes and new issues i s the 
proportion which the Government is taking over. 

He next makes some assumptions with respect to 
the dis tribution of the debt . The next section of 
the table is merely a consequence of the earlier 
sections. 

At the end of this period the debt would be 
four hundred and fifty b1llion, of which three. hundred 
and forty- one billion would consist of market 1ssues. 
Of these, three point six would be in the hands of 
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Government agencies; twenty-two in the hands of 
Federal Reserve banks; two hundred and thirty- eight 
in the hands of collUiercial banks; and seventy- eight 
in the hands of others . 

'!here would be thirty-three billion of suecial 
issues and seventy- six billion of demand issues, that 
is, savings bonds and tax notes. 

He then assumes the maturity distribution of 
market issues . It seems rather arbitrary here, but 
all it is is an assumption that twenty percent of the 
morket debt will be in bills ; twenty percent in cer­
tificates; twenty- five percent in one-to- five year 

notes; twenty-five percent in five-to-ten-year bonds; 
nnd ten percent in over-ten-year bonds. 

I think the bill figure is rather intriguing. 
If those consisted of ninety-day bills the weekly 

turn would be a little over five billion dollars. 
(Laughter) 

H. J.:.JR: I suppose we ml e;ht as well laugh es 
cry. 

~. MURPHY : I think you will get rather sick 
of turning them and have to adopt some deposit 
receipt mechanism like they have in Great Britain. 
iio;1ever, that figure serves to dramatize the 
problem. 

The interest on r e'deral debt figure hes appeared 
earlier i n the table, seven point seven; and you will 
observe that he reaches that by an assumed rete of 
one point seven. That is the picture as Mr. Shields 
roints it out . 

Under the suuposition of present taxes, mo re 
or le ss the present borrowinG programs, the war 
lasting thet long, a i ninety-five billion dollars 
a year, and assuming that prices could be held, 
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actually you could not have this kim of a picture 
unless you had expenditure rationing or something 
holding the fort and permitting the prices to stay 
constant ~ile the debt to the banks increased this 
much. 

H.M.JR: I would like you to tell Mr. Shields -
I would like to tell it to him myself next lfeek -
that I think he has done a very fine piece of work 
here . While some of his assumptions, naturally, 
like his military expenditures, he has had to make 
a guess on, this is t he thing that I looked for . 

Incidentall y , Dan, this is the kind of thing 
that the Comptroller of t he Currency ought to be 
doing on his own i f he is looking after protection 
to the banks . 

MR. BELL : He is thinking about it. I don ' t 
think he has gotten anything like - of oourse he 
has not the data. 

H.U.JR: That is a beautiful job . 

UR. BELL : He bas done a lot of thinking about 
the ra t io of deposits to ~ ital, and that · sort of 
thing. 

H. 1!.JR: Is it worth studying the other 
things , the other two - we can study those by our­
selves, can't we? 

11R. k'URPHY: They give you, na turall>f, a more 
optimistic picture. There is onl>f one thing I need 
to remark on before each of you study them at your 
leisure , and that is to ex'Olain why Jdr. Shields has 
asswned an avera"'e rat e of- two percent on debt in the 
second two tables while he only assumes a rate of 
one point seven in the first table . The reason is 
that a much smaller proportion of the debt is asswned 
to ge held by banks in the second and third tables 
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than in the first; and he is assuming that you can 
borr01v from banks more cheaply than you can borrow 
from other holders . 

MR. GASTON : It is extremely interesting that 
Shields a ssumes in one case t wenty billion of addi­
tional revenue over and above t he House bi ll, and 
then thi r ty billions . It is sort of an indication 
of the vmy he is t hinking about tremendously heavy 
taxat ion. 

~:R . PAUL: That is new taxes, isn ' t it? 

UR. J..'URPHY: Those are new taxes over and above 
the yield in the tax bill . 

MR. GASTON : He does not even figure an t en 
billion additi onal over and above the House bill . 
His first assumpti on is twenty billion above . 

H.M. JR : ','/ell, I want to say again that this 
is the first pi ece of original thinking I have seen 
on this subje ct . George , this is the fi rs t piece 
of really original work on this thing I have seen. 

UR. HAAS: As I said before, befor e he star ted 
on thl s 11e r~ere trying to work rut some base for 
eramatizing the pr oblem, pointing out the necessi~ 
of very drastic measures taking place - that these 
results should never take place is Shields' point . 

H . ~. JR : I compliment you, George, on having a 
man like that 11orking in your shop . 

You di dn ' t have time to contact Forr estal, did 
you? 

J.:R. BEll: No, 1 di dn' t . 

Jl . l.:. JR: He has done what is so rarely done. 
!le rerneobered to do llhat he said he would do. The 
man 's name is Colonel Sanders, vmo is chief of the 
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Re- employment Division of Selective Service . '!hen 
he adds that Dr. Ba.rker has known Colonel Sanders 
for tho past twenty years and thi nks he is the trpe 
of fellow who rides a hobby or an idea and finds 1 t 
Uiffioult to see the. t other factors mi~ t seriously 
affect the carrying out of the idea. 

MR. BELL: Sanders instead of Hanson, I see. 
They are r~ork ing on the pr oblem , too . 

H.J.I. JR : flell , this thing here, there lfoul d be 
an awful lot of changes if we had a new set of figures, 
but it is the method of approach that I like·. It is 
the method of approach. 

1!ll. l!AAS: He is working on 111 other problem that 
would interest the Comptroller - tho 1'1hole banking 
picture . 

H. J.! . JR : 'Ihat would be lnt ere s ting. Does 
anybody want to question l.fi.lr phy or Haas about th i s? 

Somebo~ made the statement this morning - I 
don ' t !mow, maybe lhi s afternoon - that you don't 
have to worry about what this does to the banks, but 
I differ r~ith him. 

J.!R. WHITE : flell, I think all of us knew - lhi s 
obviously is very helpful, and more hel pful to some 
people than others, but I think all of us knew the 
approximat e magnitude lhat would be involved in the 
final year. 'Ihe statement that you are referring to 
now was the one that Henry started to describe by 
saying that we do not have to \'tOrr"/ about it . I 
think it is a little misleading, probably. Vihat I 
had in mind in referring to that particular point 
was that the re are instruments of control available 
to handle the situation. 

l.!R. GAS'IOII : I t can be done. 

L!R. i't!ITE: It can be done . It is a problem, 
of course, but it i s neither insur erable nor a very 
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difficul t political one, in my opinion. 

H.U. JR: Well, Harry, with all due respect to 
you I think you are grossly minimizine the problem -
~ossly minimizing it. I would like to see something 
1n lll'i ting, and you said this morning one paragraph -
I think you are grossly minimizing. I mean I don1 t 
see how you can ~rush off a thing like this. 

54 

But where I don ' t think you and I would differ, 
though, is to try to find a way for keeping this thing 
from happening. 

J.!R . ','.'BITE : Well, we all directed our comments to 
that matter. '!he differences of opinion that will 
occur lie in a 11111ch more narrow range . '!he differ­
ences, I am sure , will not be such that you are going 
to get any kind of taxes like this suggested in ·tables 
two or three - three, anyway. I think it is preposterous, 
but it is interesting academic exercise. So the differ­
ence of range of policy relates to - still leaves you 
with a large problem. 

H.M. JR: Harry, don't do that to me. We had a 
nice meeting. If you are going to f et sarcastic, and 
so forth - what is the use of enter ng that spirit in to 
the thing? Everything has been going fine . 

MR. WIII TE: Why do you misunderstand wba t I say? 

H. M. JR: It is the \Vay you say it . It is dis­
agreeable, sarcastic. What i s the use of start ing on 
that level, brushing off everybody else as though you 
had the last word on everything? No11 , we have a 
serious problem here, and what is the use -we have 
been gett ing along fine - in sB.7ing this thing, that 
everything done in anybody' s shop ~ut yours there is 
something the matter with. 

MR. Mil TE : '!he only answer to that is , "nuts." 
'lhat is not my position - never has been. 
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H.M. JR: Now I ask you to apologize. 

I!R. WHITE: Ch, I don't think I am in a frame o! 
mind, and I don • t think you are, in which we can each 
be mutually beneficial. It you don't mind, I think I 
will leave. 

(Mr . vnute left the conference.) 

H.M. JR: I mean, there is no sense of always 
being sarcastic, saying ever~body else in the Treasury 
doesn't knolf wha t he is talkin~ about, or anything 
else . I am sick and tired of 1t. This is a gpod 
job, and it is the first time anybody has approached 
it. I mean ~ou can' t think or work in an atmosphere 
where there lS constant sarca~1and wisecracks, and 
everything else. I can't work ike that. Nobody 
else in the whole staff approaches it in that way. 

What did you do in your office, Bell, this 
morning? 

MR. BELL: Before the groups of the three staffs 
came in to discuss the matter, representatives of 
those staffs had gotten together on figures; and I 
think there 18 pretty fair agreement on them. 

But there is not agreement, altogether, on the 
way to handle the over-all problem, and what they 
have done is to submit a table showing the figures 
and then the rest of it is a progress report sug­
gest ing st eps to be taken from there on. 

H. M.JR: Will you explain it? 

!JR. BELL: I think it might be read. That is 
a better way. 

H.V. JR: Will you read it? 

MR. BELL: Yes. 

(Memorandum entitled "Progress Report on War 
Financing Programs" read by J.!r, Bell, copy attached. ) 
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MR. BELL: In other words, each of the three 
staffs should prepare their programs and then get 
together, say, on Tuesday, and discuss the differ­
ences and try to narrow them down to aa few points 
as possible; and then discuss them with you on 
Thursday, the 24th. It is really quite a problem. 

MR. PAUL: That last thing would be very useful. 

H.M. JR: Let me, before we do that, because one 
of the troubles is that unless I get the three staffs 
in the room here they don ' t ge t together, - I will 
come to that afterwards - I mean, I have got to sit 
here as a school teacher. 

Let ' s watch these war expenditures and--

MR. BELL: Somebody can explain these tables to 
you. Carl, do you want to do that? 

MR. SHOUP: Yes. The war expenditures t able 
shows for fi scal 1943, the current year, i n the first 
line, seventy billion. That includes the Budget 
figure of sixty- seven and the Government corporation 
figure of three. 

Then for the next fiscal year, '44, we assumed 
the ninety-five limit that was, I understand, more 
or l ess set by Mr. Iota¥ . VIe did not assume any 
increase in later years , partly because we felt that 
at this stage it was not worth that refinement, 
although there was a general recogni tion that in 
later years it might go higher than ninety-f ive . 

The second line is simplr Federal non-war 
expenditures, wnich rises a b llion because of 
increased interest charge . That, of course, is an 
assumption, but, at aD¥ rate, it is very likely that 
we will not get it down below six or seven, anyway. 
Total Federal expenditures, then, is on the thi rd 
l ine, the sum of the first two. 
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The fourth item, receipts f rom taxes, is on the 
assumption of a revenue act of '42 that is approxi-
ma telr as it now goes before the Sene. te. The fi!!ure 
for 143 is actual collections that we would expe~t 
under those circumstances, rising to twenty--ei~t in 
the fiscal year ' 44, partly because there woula be 
time for the revenue act to be effective for a full 
rear and partly because tnere would be increased 
income for it to bite into - the general level would 
be higper. Subtracting the receipts from taxes from 
the total expend! tures gives us item five, the balance 
to be borrowed. 

Nor;, item six is merely the special issues to 
the old- age fund and the une15>loyment i nsurance fund, 
leaving us with item seven, fifty-- two billions in 
fiscal '43 and seventy billions in fiscal ' 44,to 
be borrowed by tne sales of savings bonds, by the 
sales of bonds to insurance companies, sales to- banks, 
to individuals , and so on. 

We stopped at that point and did not try to 
reach any agreement on just how that would be 
divided. 

l!R. BEU: We did not carry it on year br year, 
They just assumed it would be a picture just about 
like this for each year thereafter, not varying 
enough to make any difference,at this stage at least, 
to try to determine differentials. 

l.IR, SHOUP: Would you like to go to the second 
sheet now? 

H. li .. JR: Please. 

J.!R . SHaJP: It is income flow and supply of 
goods and services. The first line is an estimat e 
of the amount of money that would be paid to 
indivi duals in the form of salaries, wages, divi­
dends, interest, rentals, and so forth . 
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During the fiscal year 1943 it was estimated 
that a hundred and eighteen billion dollars - these 
figures are all in billions of dollars - and for 
fiscal '44 we assume it will be somewhat higher be­
cause, of course, there will be an expansion in the 
war program as it has not reached its peak at ninety­
five . 

lben the individuals have to pay out of that 
hundred and eighteen or hundred and t11enty- five 
personal taxes to the Federal Government and to the 
State and local governments, income tax, that part 
of the property tax which is direct personal tax, 
and so on, which would leave the individuals with a 
hundred and eight billion dollars . "nta t is what we 
call "disposable income" - that is, income after 
taxes. It is a hundred and eleven billion in fiscal 
' 44 . 

You will notice that i tern two, the direct 
personal taxes , goes up somewhat, of course , in 
fiscal 144, partl y as a result o£ the new revenue 
act - very largely. 

'!hen i:he question is how muoh of that disposable 
income will consumers be able to use in buying goods 
and services at current prices - that is, without 
forcing up price level. 

It appeared that during the fiscal year '43 
there would be available for consumers to buy about 
sixty- eight billion dollars' worth of goods and 
services at current prices · and that in the next 
fiscal year there would oniy be about sixty billion 
dollars ' wor'th of goods and services available to 
buy. Consequently, they would have to keep the 
remainder of their disposable income idle if they 
were not to force up prices. 

So simply by subtracting the six~J-eight from 
the one hundred and eight we get forty as the amount 

58 

Regraded Unclassified



- 18 -

of personal income that must be kept idle to avoid 
price rises. The next year fifty-one billion out 
of their hundred and eleven must be kept idle . Some 
of that forty and some of that fifty-one will stay 
idle wi thout any trouble througjl normal, voluntary 
savings. 7/e are sure that not all of it will stay 
that wq unleu we do something about it. 

That, of course, is as far as we have gott en at 
this stage . The question then arises , what to do 
about it . 

ll.M .• JR: Carl, that forty and fifty- one - i s 
that the so- called gap? 

MR. SHOUP: No, I think not , ~. Secretary, as 
it is usually understood. We ougjlt to subtract from 
that forty the amount we would expect them to save 
normally without aey particular compulsion or special 
measures. 

Let's suppose that out of that disposabl e i ncome 
of a hundred and eight they spend sixty- eight, and 
then let us say they save twenty-five. Now, let's 
take the twenty-five out of the forty because out of 
the forty they are saving twenty-five , you see, just 
normally, without any particular effort on our part. 
'lhe remainine fifteen 110uld in that case be the gap, 
as it is oonmonly called • . But that figure fifteen 
is a dangerous figure because it does not tell us 
what we have to do . It does no t mean that the 
fifteen billions of taxes , for example, will do the 
job. You can't draw any ready conclusion from that. 

H.L{.JR: But, on the other hand, Carl, isn't 
the forty in a sense misleading? Doesn't it seem 
to make the proposal so mud! bigger? 

. 11! . SHOOP: It is true the. t to stop right 
there--

H.M. JR : I mean to stop r ight there isn't it 
distorted? 
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t!R. SijaJP: It is distorted in the sense that 
the story is incomplete. I should add that we simply ~ 
tried.to agree on all the figures we could agree on 
in the space of an hour, and we got thl s far. 

The amount of savin~s that would t ake pl ace 
aeyway, just normally, w1 thout any pressure - that 
figure is a fairly controversial one and is something 
we did not want to quite agree on in· the course of 
just a few minutes. .•. 

H. li. JR : Well, I think this - I appreciate that 
you people did a lot in a shor t time, but I think 
that you ought to go on with a couple more - six or 
seven - l'lbatever is necessary- I don't think you can 
just stop with a figure of forty billion. . 

MR. BEU.: I am wondering if that really is not 
a problem because if you have fif teen billion dollars 
in gap and you undertake to mop up that fif teen 
billion dollars you do it ~~using savings, don ' t 
you, and thereby, unless you control that twenty- five, 
you will be right back there . 

MR. GAS'IUN : You will probably reduce your 
voluntary savings. 

MR. SHOUP: That is a tricky point . Anyway, 
~. Secretary, it is almost as well to stop here, 
and the reason for stopping this way can be argued 
this WIJ3. Suppose we say twenty-five billions 
would be saved normally, leaving us fifteen to do 
something about; then the moment we try to do some­
thing about fifteen we are going to be also hammer­
ing down - cutting into that twent,y-five . So the 
two things are inter-dependent. You cannot touch 
the one without affecting the other . 

LlR. BELL: You have got to lock them both up. 
If one is voluntary, you have to keep it locked up. 
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MR. SHOUP: 'Jhere is some thing to be said for 
stopping at fort,y. I, ~self, have always felt 
that these published figures of the spending gap are 
apt to be misleading to the public. When llh' . Henderson 
says a twentY billion gap I think the public might 
seem to feel that all you have to do is take twenty 
billions in taxes; all you have to do is have com­
pulsory savings . 

YR. GAS'IO!l: In other words, ten billion of 
comrl sory savings against twenty billion gap on 
tha basis mi~t not reduce it more than five billion. 
It would cut wto the voluntary savings. 

MR. SHOUP: We are on treacherous - not treacherous 
but extremely difficult ground beyond the forty and 
fifty-one . . 

H.M. JR: On the next page where it says it is 
necessary t o borrow from the public fifty-two - I . 
o.r,ain come back - fifty-two from the public and the 
present income kept idle is forty- coul dn't those 
two figures be got ten somewhere or shouldn't they be 
any closer than that? 

MR. SHOUP: 'Jhe necessary borro~Ying from the 
public is a question of raisinc enou~ money to 
cover the Government expenditures. How, shall I say, the 
Government eXPenditures are not addable, in this sense, 
to the income' payments to individuals. . 

These two sets of figures cannot be integrated 
o.s they stand - integrated completely without a 
tyOd deal of further work. In other words, we did 
not try to fit the one into the fro.mework of the 
other . It can be done , but it to.kes some three or 
four more steps . I would simply say we cannot compare 
the two. 

J,lR, BLOJGH : Ar e there some sources of income 
1mich are not i ncome to individuals involved here? 

l~. SHOUP: Yes. Corporate income is involved, 
and, for that oatter, business taxes, and so on. 

... • 
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H.M,JR: The way I look at this thing is this: 
using this table of Shields' as a sort of a fonnula -
the idea that we must try to do the things to keep 
them from haprening the way he indicates that th~y 
wight, if we didn't get more taxee than we have in 
prospect right now. I do not think just higher taxes 
alone is the answer to this thing, t mean, there has 
not been any discussion, I would like to point out, 
on the question of interest rates. That, again, would 
be very much a study of bank earnings, wouldn't it? 

lffi. HAAS: That would be involved, yes . 

H.Y. JR: But I would like something on interest 
rates. !low I realize that what I am going to say 
now, if it got out, is full of danger, but I had 
hoped that somebody would take the approach, what 
can you do, possibly, through either reduction in 
interest rates or non- interest rate bearing . I 
mean, I realize that if it is spoken outside of the 
room it might really completely upset the financial 
community. And I also gather that we would be going 
into a kind of head-on clash with Mr. Eccles. But 
that does not mean that the quostion should. not be 
raised. You say Bob Warren fa - I mean, I am just 
trying to reach for the things that have not been 
supplied me. 

MR. PAUL: It was mentioned in one of the memo­
rand a this morning. 

llR. HAAS: We mentioned some in ours , 

H.M.JR: I am trying to go 
fed to me so far, and I think, 
that thing should be studied. 
do to borrow for less money? 

over what has been 
in further studies, 
I mean, what can we 

AIR. HAAS: The whole question is, if the banks 
are going to buy large amounts, is it necessary to 
pay the rate of interest which they are now being 
paid? 

• 
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UR. GASTON: And what ia the effect of different 
rates on the commercial bank structure~ 

MR. HAAS: That is right . The earnings, Shields ' 
study shows, will probablY be tremendous if the rates 
are not reduced; it will evan be bad for the banks . 
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MR. BELL : He has not aeeumed very large earnings 
for the amount of money he has thrown into the capital 
structure. (Laughter) 

H.U. JR: Another criticism- not that, but I 
think everybody in the roan agrees that we should 
have higher taxes, because we have tried terribly 
hard to get higher taxes and - what was that phrase 
you used, Henry Uurphy, about getting the taxes 
instead of borrowing? 

lffi. MURPHY: Taxing for keeps . 

H.M.JR: I think everybody agrees that if we 
could raise - go back to my old formula - if we 
could finance the war wi th two-thirds taxes and one­
third borrowing, it would be lovely, but the way we 
are going now with this House formula, it is about 
a quarter. 

UR. BELL: About thirty percent, I think. 

UR. GASTON: Lese than a third. 

lffi, PAUL: It is about thirty percent . 

fl.A!.JR: So the thing that I would like to say 
is, I think that it ought to be studied; this group 
ought to study it more on the assumpt ion that the 
Congress will continue to stay a year or tv;o years 
behind what we need. I mean that they will continue 
to drag their feet to that extent. What can we do 

here in the Treasury, on the assumption that Congress 
will not give us what we want until a year or two 
years after we ask for it~ What can we do to combat 
the situation during that period? I do not think 
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there ia anything here, that baa been prepared here 
this morning, that would answer that, If I am wrong, 
juet say eo . 

MR. HAAS: Yes . 

H.ld.JR: I mean, I am juat - George, I want to 
stress more - as Shields saye, twenty billion more, 
thirt;r billion more . This book sara practically the 
same tbing. (Indicating) All right, let's say we 
don ' t get it, and say that we do not get more than 
twanty-fO\Ir billion dol lara in revenue thi e year, and 
maybe next year we might get twenty-si x or twenty­
seven, and so forth and so on , Well, how is the 
Treasury going to meet this borrowing program? 

!AR. BElL: That is the problam. 

H.M.JR: I sn't that i t ? In other ~rds, I would 
approach the thing - I would like you gentlemen to 
approach it on the assumption tmt we do not get 
more than what is right now in the cards, and then 
maybe next year we get two or three billion mord, 
and the year after that two or three billion more. 
Well, if it is that, and they spend what they are 
going to spend - and Bell will check those spending 
figures, that is his responsibility - and check the 
figures on the amount of money that is going to be 
left for the consumers . I think in each case we 
ought to figure the worst, that is, tha t we are 
going to spend the maximum and have the least amount 
left for the consumer, and figure the worst on the 
taxes . How are we going to handle this thing which 
is laid here? Well, I guess Chart One would do that, 
wouldn ' t it? 

lfR. PAUL: Chart One ia baaed on no--

YR. HAAS: Projection of the present situation. 

H.M.JR: He takes tu receipts up to thirty- one 
billion. 
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MR. PAUL: That is right . That is full collection 
of the present bill. 

LUI. MURPHY: That asaUIJlee tnat the price front iB 
being held. So the other way, if you just followed 
the figures of Table One without doing something in 
addition, ·it would not hold, because the prices will 
break through. 

H.M.JR: Well, then, Henry, what I am suggesting 
is, let's distort all of t hia thing and figure that 
the prices won ' t hold, In other words, I would like 
to see this table done over doing everything - look­
ing at everything from the bluest possible standpoint. 
I mean, in other words, treating the Congress as 

though they just were human beings, which they are, 
and a lot of politicians. (Laughter) Assume we would 
get the bad breaks a.ll along the line; that the PresJ­
dent does not get the kind of bi ll he wants now, and 
fa nu prices and labor - everything would go just as 
badly in the next couple of years as it has for the 
last year, then where would the Treasury be? . 

MR. HAAS : That would l eeve out the possibility 
of operations under Executive order. There are t hings 
you could do under Executive order. 

H.M. JR: No, but al l I am asking is, figure the 
worst, and then f rom that figure back - you can figure 
back. 

MR. PAUL: That would be valuable because it could 
be used, at least secretly, with Congressional leaders 

as a weapon to keep from that ~sult . 

H.M. JR: Taking v.hat--

L!R. GASTON: We have got to show them this picture. 
They just do not understand it . 

H.!J. JR: Then I woul d be willing to take that 
and show i t to the people , I am no t asking for 
something fantastic , because cer tainly ncthing has 
happened in the last six months to make you think 
that tney are going to behave any differently . 
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YR. KUHN: I think this table would be more im­
pressive to th~ than the kind of recommendations 
that were made this morning in the mfJIIoranda. That 
was what Herbert had in mind. 

YR. PAUL: This table is entirely t heoretical . 
It assumes no rise in pricea. We have got to show 
how much worse the picture ia if the prices rise -
which they will if--
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J.!R. BLOUGH: What you want ia a history of the , • ..., 
next three or four years, if Congress does not do 
anything, as it would have t o be written thereafter, 

H.ll. JR: I do not mean that, quite . I mean, 
if they do not move any faster on inflation legis­
lation the next three years than they have in the 
past three years--

UR . BLOUGH: Putting yourself at the end of 
their term and looking back and saying - now assum­
ing Congress actsthe way it has bean actin~, what 
would the situation have actually bean dur1ng those 
two or three years? Where would Jl8 be on prices? 
Where would we be on bank oredi t? 

H.~.JR : You know how fast Congress moves and 
just project it ahead, that they will move just as 
slowly for the next three years as they have the last 
year or two. Row, where would that leave you? Then 
the question comes up, if they are going to do that, 
what can the Treasury do? We have got to raise the 
money. We have got to pay for the war, and what can 
we do in the way of controls? Vfuat kind of legisla­
tion would we need? I am just guessing - maybe I 
am entirely wrong, but I think you would use up your -
all your excess reserves . Maybe you would not . 

MR. PAUL: One f igure would be the amount of the 
debt in terms of the price rise, and the service 
charge on that debt . 
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MR. BLOUGH: The price rises would be the big 
thine, and the war expenditures then would go up. 

MR. HAAS: You would be financing the war by 
inflation, that is all . 

MR . BLaJGH: That is right. 

H. L!. JR: Viell , if it went along, could we here 
in the Treasury - i s there aeything that we could oo 
to control the banking situati on; and , if so, what. 
I do not know, but I do not think we have approached 
that. 

I.!R. HAAS: There was some talk when thi s expendi­
ture rationing was up before that it could be accom­
plished under presidential Executive order . \Jhether 
a person liked it or not, that is an ins,trument t hat 
could be used . 

H. J.:. JR: I do not see - all I am asking you 
eentlemen to do i s to study the picture on the 
assumption that the Congress 'ldll continue to act 
for the next year or two the way they have for the 
last year or two. Now, where will t hat leave the 
Treasury? 

Let me just go around the r oom. Bell? 

I&R. BELL: In a IID.lch 't'IOrse position than that 
table shol'!s, certainly. 

ll . !l. JR: J)!.n, let ' s look at it f r om the worst , 
and then if we have something like that , that is 
somethi ng that some of us could take and show the 
Congress and say, "Now, gentlemen, if you act the way 
you have , this is what you are going to do to the 
Treasury . Instead of just keeping it on the basis -
well , you are going to have to borrow thi r ty billion 
dollars from the banks." '!hen we would have an 
answer to Senator Taft. 

Let ~e just go around the room a minute, and 
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everybody please talk perfectly freely . Bell, do 
you wsn t to say anything? 

IIIR . BELL: No. 

MR. BLOUGI : It is going to be a hard thin~ to 
do with any degree of accuracy, but I think it 1s an 
excellent idea and should be in here. 

H.U.JR: Bernstein? 

LlR. BERNSTEIN: It would be a very difficult 
thing to do because one of the problems you would 
have to decide is this: '.'Alen you do let prices rise, 
what portion of it would automatically be drained off 
in taxes throu$h profits taxes ; 1mat part would remain 
11ith the rrofi t receivers as profits iil.i ch they will . 
not distr1bute but save, and so on. 

You may have a picture that is completely differ­
ent on the assumption of the multiplicative effect of 
this income being paid again and again, and also the 
possibility that the total effect is merely the first 
effect of not borrowing enoudh from the public or 
taxing them enough. There is such a big range ; it 
may be anything from twenty to fifty or sixty billion 
dollars. 

H.M.JR: Well , I kmw I am repeating myself , but 
an I am trying - I think what I am asking is the 
more realistic viewpoint. All I am saying is - I 
know I am repeating - is to assume that Congress will 
not be any DJ:)re intelligent about it than tliey have 
been, then where does it leave us , you see . ':ibat could 
we do if they continued on the same track, at the same 
speed -what could we do , if anything, on the banking 
situation? You see ~ Let ' s tlk e a look at it • .l.!ayhe 
it won ' t lead us anywhere. So if your people would -
you know, whoever is working with you- take a l ook 
a t it f rom that angle and come back to Bell. I want 
a fresh l ook at these Army expenditures - Army and 
Navy - and also estimates as to what that leaves us 
for civi lians. 

l.m. BELL : -:.hat was t hat? 
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H.M. JR: I would like a fresh look - a fresh 
estimate from the General Staff as to what they think 
they are going to spend. 

Tick ton? 

MR. TI CKTOO: I want to work on it before I say 
anything about it. 

H.M. JR: ~t is O.K. 

Henry ll'urpby? 

MR. MURPHY : I by. {La~hter) 

H. J.[. JR: What? 

1ffi. MURPHY : I said I by . 

H. !J. JR : How do you spell "by" '( {Laughter) 

MR. BELL: I "pass" - that is the Secretary's word. 

H.!J. JR : I know. 

Friedman? 

lffi. FRIEDl.lAll : I think what you are asking for 
is realistic, even thou~ I shudder at the t hought 
of trying to make the forecasts involved. I think what 
we can do, thougn, is to take a shot at it and pemaps 
present it to you with very broad ranges, to indicate 
the extreme margin of error under such uncertain 
forecasts . 

II .M. JR: '!bat is all right. I mean that is all 
I am asking for . 

MR. FRIEDMAN : I realize that, Mr . Secr etary. 

H.M. JR: George ? 

MR. HAAS: I 
have some sort of 
tional purposes . 

think it is vecy important that they 
a graphic picture to use. for educe~ 
As you pointed out, I th1nk there 1 s 
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going to be a lot of difficulty, but we probably 
can work out something that, even if it is not 
exactly what you had in mind, it may fill the 
purpose you had in mind, The real diffi culty is 
the thing that Milton points out . 

MR. UNDOW: I agree with Friedman that we can 
do i t, but i t is going to be a proposition that will 
have to be kept within the broad ranges, but I do 
not think that that will make H an,y more difficult 
to draw the right conclusions because the magnitude 
is so large that the conclusions are fairly obvious, 
I think. 
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MR. SHERE: I think it will be useful, l.!r. Secretary. 

MR. SHOUP: I think we must do it. We have to 
make some stab at it - get something like that down. 

Jl.M. JR: Carl , let me ask you this, you are up 
there in Columbia , Do you know of any group in t he 
United States that is working along this line, making 
these kinds of studies - an,y other group? 

MR. SHOOP: I do not know of any that is currently 
dealing in these quantitative terms as closely as we 
have to deal with them, now that the National Bureau's 
lfork is out. I do not recall an,y other group. 

H,M. JR: There is no group that is subsidized or 
encouraged by the American Bankers doing anything like 
this in their own behalf? 

!JR. SHOUP: I am pretty sure not , JJr . Secretary. 

II .U.JR: I mean, you would expect that the American 
Bankers would be doing this sort of thing, but--

L:R. SHOUP: There are doubtless some . individuals 
working here and there who are making thelr own stabs 
at it , but I do not know of any well - subsidized, well­
orL~nized group. 
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}o(R, H.US: There h the Renne City Bankers 
Association and some people from the National Bureau, 
but I don ' t think - it was just an outline - it 
didn ' t oover any of this material. 

}o{R, BEll.: Probably ind.i vi duals have done it 
just like Murray has - maybe not in as much detail . 

}o(R, HiSS: I don ' t think so. 

H.L!. JR: Warren? ... 

MR. STEWART: Before the)' get that far the1 get 
scared to death. (Laughter) 

llR. WARREN: I agree. I will be glad to do what 
I can in this effort of reducing this problem to 
figures, but I believe that at the end we will cane 
to the conclusion that when an effort reaches t his 
magnitude it passes be)'ond the scope of the money 
economy and enters into that area which is properly 
described aa total war. In limited war the opera­
tions of the Treaaur)' can remain more or leas distinct 
from those of other agencies of Government, In total 
war, I believe it is impossible for the Treasury to 
perform ita function except in much closer integration 
with other agencies than baa 1et been evidenced, and 
I would not say that the principal difficult)' would . 
necessarily ba the tardinesa of Congresa. I think tbat, 
for excnple, the influence of pressure groups, the 
daily fifteen percent in wages authorized by the 
llational Labor Relations Board, and so on, illustrated 
the problema of t otal war, and the limitations of 
autonomous action open to the Treasury or to the 
banking system - I should think that this undertaking 
would emphasize thst problem. Same of t hese agencies 
don't seem to me to have at ail the vi ew of tot al 
war. 

H.M. JR: I don't know just what fOU mean. I don ' t 
quite follow you. I know what total war is, but under 
total war, how are we going to raise this money? I 
mean, that is the thing. 

• 
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LIR. WARREN: Again, I 110 ul d carry on w.i t h what !.lr. 
l.hrfh,y, I believe, started to sar, that the difficulty, 
as t seems to us , is not the ra sing of t he money but 
the consequence of the operation which is left open to 
the Treasu~ as a consequence of the closing of other 
options by other agencie s of the Government. Does 
that express your view, Mr. Murphy? 

L!R. MURPHY: Would you enlarge on that a little, 
Professor Warren? 

~. WARREN : Well, 'llbat you bepn to say, I ~-
believe , was that a public debt ri8lng at the rate 
of sixty odd billion a rear is qui te within the 
capacity of the banking system fo absor b. It might 
be more and JJX)re reluctant to absorb it, and it migb t 
be necessa~ to impose more and JJX)re pressure upon 
them, but that has ample precedent. But the capacity 
of t he Treasu~ to meet bills a s they are presented 
will never be limited by the availability of legal 
tender. The source of the legal tender 'llhich the 
Treasu~ employs to meet its bills is only par tly 
optional with the Treasu~ itself, especially the 
amounts required. 

H.M. JR : Are you through? 

I.!R. \7AR!U:N: Yes, I could not add any more now. 

H. M. JR: Walter? --~. SN.VART: I think you have stated the real 
problem. I think you will get quit' an abstract . 
answer to it. It can only be abstract on the ser1es 
of assumptions. You have got to assume that because 
of a lag in the Congress, that the economical con­
oequences will be a price level advance of so much; 
and by a series of t hese assumptions you em alter 
your picture year by year - which can be done. But 
it would not look quite as real to you as the problem 
is real - the probl em i s very real. The answer has 
to be fai rly abstract. 
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H.!.!. JR: It may be useful , though, with Congress. 

MR . STEWART: I think it is useful here in this 
group. I think it puts the problem before us . 

H.ll . JR: I do not think that we would be study­
ing it fran all angles if we did not look at it from 
the very worst , and then try to work from that up­
ward or downward - whichever way you oall it . I 
think it ought to be looked at from the very worst; 
and then what, if anything, that we can do here t o 
offset that through getting special regulations, 
or adjustments, or clianging our me thode. 

Paul? 
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MR. PAUL: Of course I am not able to comment on 
the economic side of this. I think of it as a 
mechanism for getting as much of the job done as can 
be done. What you have projected can be used. I 
think it can be used very effectively. 'l'he character 
of the use , thou~h, must be very carefully scrutinized, 
because if we sa1d some of this outside of the room 
which we are saying in the room, we would produce same 
psychological effects which might be very serious . It 
can be used, however, among some of the Senate and 
House leaders, I think, very effectively. 

H.J.: . JR: We can see what we can do. Anything else? 

MR. KUHN: I am learning . 

H.M. JR: Me, too. (Laughter) 

MR. GASTON: I hope I am learning a little, too . 
I have some fairly definite ideas that I am stubborn 
about . That is, I think we have ho fairly distinct 
probl~s here . One is the problan of the education 
of Congress and the country to the need, the imperative 
need, for gre~t additional taxation. I t hink we have 
~;ot enough material here that has been brought out. 
today so t hat we oould put it in form to be used Wlth 
all the people in Congress who deal with the fiscal 
problem - try to get them to understand, which they 
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have not tried to do so far . People look at these 
sums we have to spend, say , "Just astronomical - some­
bo~ else will take care of t hat ; we won' t think about 
it . ' We have got to try to carey Congress along a 
little more on the dimensions of this fis cal problem, 
and the country, and I think we have got to go ahead 
wi th a real program of education. I hope we can get 
some people whose names voi 11 be recognized as fairly 
authoritative to 7ll'ite articles t o be printed in 
ma8!zines, even if they scare people a little bit, 
and push this stuff out through every channel we can 
eet . . 

I think the other thing which you have appro­
pr i ately suggested, examination of this 'llbole question 
of rates and the effect on the banking structure -
v.hat you are ~oing to have to do on various assumn­
tions, including the worst assumptions - is extremely 
important . The assumption is that it can be done , 
that there is a way to do it; still we wan t to look 
and see what the effects are going to be , _ 

H.M. JR : George , did you say somebody i s studying 
bank profits? 

J.!R. HAAS: J.lurray Shields is . 

H.M. JR: V/ell, I personally feel today hss been 
distinctly worth while. I mean, I think lle are making 
real progress . Dan, I would like you to ride herd on 
this group , see, and keep them moving. 

J.llt BELL: O.K. 

H.Y. JR : I just want to say that you cannot 
approach a thing like this unless everybody has. a 
spirit of cooperation. I do not think aQVboqy 1n 
this room, starting 11ith 1!\Y'Self, has got the answer . 
oVe have got to be both kind and generous with each 
other as we go along. I am certainly not taking t~e 
attitude I have got the answer, and I canno t .work 1n 
an atmosphere unless it is one of a cooper at1ve a~d 
hel pful spirit . I like to hsve ll\1 jokes, and I l!ke 
to have a little laughter . You cannot keep on gomg 
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during a war and always be emotional about this thing. 
But we have got to be both fri endly and cooperative 
and I do not think that - it certainly has been ' 
demonstrated, starting this morning, that nobody has 
the ans1vor . I don ' t think anybody claimed they had 
the answer, but the thing has been pooled here on ~ 
desk . I think we have made real progress for one day. 

I am going to continue to give this a great deal 
of time - more time than anything else - until I can 
see some dayli~t. I do not know how long it will 
take, but I th1nk after we cane to some kind of agree- .•. 
ment as the basis of what the problem is, then we can 
begin to show it to other people in the Government. 
But, as I said before , I think that some of these 
figures that bother me are the expenditure figures. 
I know you get them every month from these departments, 
but I just think - I do not th ink the General Staff 
has been talking - and, rightly, they should not be 
talking. 

MR. BELL : They probably have figures entirely 
different from the Budget, and they have always been 
a li ttle higher than the Budget, but not a lot. For 
the current year they do not give the Budget enythi~ 
beyond what the Budget \Vents to send to Congress. 
They do not ~o into '45, 146, and ' 47. 1hey probably 
have t hose f1gures . 

H. li. JR : But, Dan, what is our Armt today, two 
million? 

IIR. BELL: 1ha t is the understanding - between 
two end two end a half. 

MR. PAUL: A little over four . 

MR. KUH N: The Army and Navy and Air Force combined 
is be tween three and four. 

~m. - BELL : 'Jhat i s supposed to be a military secret. 

1m. KU!lll : Isn 't this just the same kind of pro­
cedure the t the Army he s been doing in planning ahead : 
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Suppose things cane to the worst and it is a long 
war, what do we have to do . 

H.Y. JR: It is the kind of thing I hope the 
Army is planning. 

MR. KUJ~: If they are talking in terms of ten 
million men, obviously they are . 
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H.Y.JR: If the figure is four million and they 
are talking ten, and I saw a figure this week of .• .. 
thirteen--

ldR. KUHN: That was by a Swedish journalist 
who wan ted us to see whet it would be like here if 
we were in Sweden's shoes and had ten percent of 
our men under ai'III8. 

1!R. BELL: General Hershey made a speech and 
said thirteen million. 

H.M.JR: If t he figure is four and they are 
talking ten and they are talking thirteen, this 
whole thing has to be changed. That is the only 
point I am making. 

WR. BELL : Of course they could talk men and 
equipment without even talking dollars. That is 
probably what they do in III&DY' of the groups over 
there, 

B.K.JR: Well, it is perfectly possible they 
can have more men in the Army than they have the 
equipment or food to give them. 

YR. BELL: That was the case, I believe, a 
year or a year and a half ago . 

H.M.JR: Dan, if you would keep pushing this 
thing - and l et's make it number one project. I 
think you ought to see these men every day, once -
not Saturdays and Sundays (laughter) - but t ClllorrQw, 
and see them again }{on day. Will you? 
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MR. BELL: All right. 

H.M.JR: And I will be here tomorrow. 

JlR. BELL: Is this a pretty good program - this 
memorandum? 

H.M.JR: Yea, I think eo. I mean I just think 
that they stress too much on taxes because I don ' t 
think we can get them. 

KR. BELL: But if you are going out to educate 
t he people it seems to me that that is the first 
thing you should go after, 

H.M. JR: I agree with you . O.K. 
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·aepteaber 17, 19~2 

ME!·lORANDUM FOR THE SECRETARY 

Progress Report on War finenoins Prosrame 

1 . Pursuant to your inatruotiona, members ot the 
three atatts me t after t he meeting this morning and 
arrived at mutually acceptabl e tigurea tor Government ,•, 
bcrrowlng, income paid out, available goode and eervicee, 
and amount ot income whi ch must be kept idle to avoid 
price riaea. These figures are ehown on the attached 
eheeta. 

2 . Figure• repreeenting borrowing• outsi de the 
banking system and trom the banka have yet to be 
arrived at but no difficulty i e anticipated i n reach­
ing mutually accept able tigurea. 

3• A long diecuasion waa held in Mr. Bell 's 
otti ce on the relative aerita ot the various programs. 
There was agreement on many pointe, including the 
following: 

(a) Much· higher taxea are neceeaary. 

(b) A program ot voluntary lending Will 
continue to be neoeasary throughout 
the war. 

( o) Coapuleo1'7 lending ehould be relied 
on to aoae extent . 

4. Di fferences ot opinion &role on a number ot 
pointe , including the f olloWi ng: 

(a) 'l'hs degree ot post-war danger ot a 
vast atock ot money and a vast public 
debt . 

(b) The feaa1bi lity ot i mpoa1ng enough 
taxes and compuleory lending to atop 
inflation during the war. 
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(c) The fe~sibility of imposing expenditure 
rationing during t he ~~~ r p.nd of ma i ntain­
ing expenditure r?.tioning in a democracy 
after t he wn r . 

( ri ) The desirfl.bi li ty 0nd f efl s ibil i ty of 
gr eC'.t l y exp?.nded comrnodi ty r <> t ioning . 

( ~ ) The eff ects of expenditur e rrt i oning 
on the si7e of the tPx progr Pm . 

(f) Types of t nes thr t · o·'ld be prefen•ble .•. 
t o borr01dng . 

5. T: e above i s sues a nd others should be thorough­
ly ~nalyzed ~nd discussed with you befor e a Tre? sury 
l)rogrPm is decided upon . 

b. To serve as thll' b~sis for f1 discuss i on of t hese 
noints , tlle next step should be the Apecific;:..t ion of 
the differ ent progr~ms . These progrAms should list the 
•. 1(1' sures to be f ollowed l'.nd the qu11nti ta t i ve magnituciee 
of erch . This viill t 11.ke some time . It i s suggested 
tl ,.. t these progre;us be prep c> r ed flnd !W?.illlble for dis­
cussion by the thr ee Divisions , by next Tuesdey , 
.:>e!)te[tber 22, wi th a r eport to you by Thursd?.y , 
~e!)te.tber 24 • 

.. tt·chments 
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OFFICE OF 
THE UNDER SECRETARY OF THE NAVY 

17 Septa~r 1942 

Col. S&lldera ia Cbi~ ot the ~t 
J)lrteion ot S.leotl.Y8 Senice aD4 ou ~ 1'M4becl 
on li:rleDiiOD 96, 97 or 2'71 at Seleo\i'ft Senioe. 

Dr. Barker b&8 lr:non Col. Suldere tor the J*8't 
20 ,....... aD4 th1Dice ~ 1e the 1;;ne ot t.u-
wbo rldN a bobbT or &Jl ide& Uld t1D4e it 
clittiault to aM t.bat other taotore ld.cbt 
eertoual;r ~teet. the oan')'1Dc Ollt ot the 1de&. 

/ 

, 
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HMJr: 

Opere t or: 

I{I(Jr: 

Opere tor : 

I{I(Jr: 

Lauchlin 
Currie: 

HMJr : 

C: 

HMJr: 

C: 

I!MJr: 

Ct 

HMJr: 

C: 

l!MJr: 

C: 

!!MJr: 

C: 

HY.Jr : 

C: 

Hello. 

Mr. Currie. 

All right. 

Go ahead. 

Bello. 

Bello. 

w uob •••• 

Yea. 

8~~e•ber 17, 19~2 
)1~ p.L 

We've mieeed eaob other a couple ot ti•ee. 

86 

Yes. I Just wanted to - it Just occurred t o me, 
I was writing up some lett era t or the President, 
thanking- to be taken baok by Owen Lattimore, who 1 a 
leaving the tiret ot the week tor China. 

Oh, yea. 

And it occurred t o me that you might want to aend 
acme acknowledgment back t o Dr. lung • • • • 

.Ah • ••• 

•••• t or t he t ea Wbiob you are 1llegall7 holding now, 
I believe. 

Oh, well, we have alread)' thanked hi•. 
Oh, rou have. 

Yea. 

Oh, well , tine. 

Mrs. Morgentbau wrote • lett er to Dr. lung - to 
Mre. lung or Dr. lung. 

Ob, yeah. 
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!!MJr: 

C: 

HMJr: 

C: 

Fll!Jr: 

C: 

lll!Jr :. 

C: 

HMJr: 

C: 

l!l~Jr: 

C: 

HI!Jr : 

C: 

Fll!Jr: 

C:. 

HHJr: 

C: 

HMJr: 

C: 

Hv.Jr: 

C: 

87 
- 2- ,. 

Do you think I ahoul d 

No , not partioularl:y . 
you had, and •..• 

No, we thanked hill •••• 

eand one ot greetinget 

It'a Juat- I d1dn 1 t know 

•• •• I thought thia waa an opportunity. See, 
Lattimore will be going r ight through, and he ' ll 
get through in about two weeka, I should aay, or 
a week after he leavee here. 

No , we thanked the - the next day. 

Oh, :you ' re much better than I am. 

No. Well , I 1 
• not but lll:Y wife it. 

J'lne. 

What elset 

That ' s all. About the- the new chairman of the 
Joint Production Co111mittee to get hie sub-
committee t o give him a full report on this aircrstt 
de-.1 - t or :you. 

Good. Who i a the new oha1rmant 

lnowleon. 

l nowlaon. 

Stewart-Warner, you know. 

Oh, :yeah. What do you know about Ou:y Rolcoabet 
I eaw hllll written up today by Pear son. 

I don ' t know. · Juet tha t ator:r that Nelaon had 
him tired - from Juet1ce. Re talked to t he 
pr ess apparently. 

What 1 e thatt 

Re talked to t he preea. 

Oh - :reah. 
Yeah. 

If ell •.•• 

And a • . • • 
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!!XJr: 

C: 

Hl!Jr: 

C: 

HMJr: 

~ · .. 
Hl!Jr: 

C: 

- 3 -
88 

okaJ. 

that ' s the main orime. 

Well, 1t eeeme t o be all v1th Neleon'e ott lce . 

That' a right. 

~eah. 

Okay.' 

Thank you.' 

Good-bye . 

Regraded Unclassified
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89 

.. ,_ I .. lY. 1NI 

fw mittel lurndtk t• 7f1V elpat ... 1a a 

litter te Boa. lei"MM'' L 'eft b. '"- 11 1a -

pllaa .. wltll ,.,., ..... It ..... hte If s.pt.-er lJi • 

...... thll,. 
(Signed) H. M<ll"l!enthou . • )r. 

I 

Ori&. tile to 'l'IIGU- \ 
l'botoltat File - Dia%7 \ 

sent over by Seoret Servioe 9/t 
(afternoon 

v 
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'!'be b l U) b 110t thuel .... 4iapoNI tl ~ 
upon IUh. r••t= .til·- later a.to .. l .. Yl.­
tor1ou coac u oa at tM .., b wlthlD •!&"· I .... 
not~ how_. I apJII'Mlat. IIJT nu-atloa ooaliiC trw 
rou. tov oovnl 1i ~ wlao• ial l.Dftrlabq mo. 

11~ all pol wlahea tor .,_, ...t1 .... IIIMlth, I -
!!on. Berari .. Jgg •• 
Port luhlnctoa 
lew York 
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1129 6T XC 

IIOIIT1MIM IIIGTON NY SEP 1' 

THE PRE81XIIT 

IHI ~ HOUSE WAIH:DC 

!lAVAl O,ICEit GILIIOII£ Ill PHILADELP~IA NAVY YARD SUGGESTED 

FOLLOWING WHICH I THINK HAS GltEAT MERIT BECAUSE IT WI LL 

ENCOURAGE BOtf]) SALES AIC]) MAKE BROADER MARKET PUTT ING FLOW 

UII])(R ntEII FOit YEAitS TO COllE, ALL VICTORY BONDS AND FUTURE 

BOCD ISSUES HAY~ PRIVILEGE OF USING BONDS AT DAR TO DURCHASE 

ANYTHING GOVERNIIENT SELLS SUCH AS J EEPS, AUTOIIOBILES, . . . 
TRACTORS, MACHINERY, HOUSES, AIRPLANES, PLANTS, 

HORSES, MULES, SHIPS AND SO ON 

BERNARD M BARUCH, 

, 
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Secretar7 

• 
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) 
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Septeaber 17, 1942 

MEMORANDUM FOR THE SECRETABII 

The attached aeaorandwa prepared tor tranaa1881on 
r rom you to the Prea1dant anavera the tollov1.ng quea-
t1on poaed b;r the Prea1dant: · 

1 WhJ oan 1 t a per a on go to the poat 
oft1oe and buy, ea:r, 1600 worth ot ataapa 
v1 til Wll1oh to bu;r good•' !he t1rat 1600 
worth would be exeapt troa taxea; then 
you bu;r 1600 aore and on that :rou would 
pa:r 10~ , and tor eaoh additional 1600 
you would paJ a higher tax. • 

Attachllent 
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THE 8ECIUlTAitY OF THE Tllll;UUin' 

WA.MIMeTON 

MEMORANDUM JOR THE PRESIDJ:N'l' I 

95 

You requeated an anawer to the tollowtng queationl 

"WhT can't a peraon go to the poet 
of noa and bu7, eay, 1600 worth or ataapa 
with tmich to b117 goodat The tirat l&oO 
worth would be exeapt troa taxea; than 
you bey t bOO aore and on that you would 
pay 10,, and tor each additional l&oo 
you would pay a higher tax. • 

Tbia plan, it it could be aade ertecti'te, would 
remove two or tne principal obJection• to a aalee tax. 
It would be iapoeed at progruai n ratu and would 
provide the equi'talent ot pereonal exemptiona. 

The ertective operation ot the plan would encounter 
aerioua ditticultiea: 

1 . Caretul and coatly registr ation 
would be required to prevent peraona troa 
obtaining acre than one tax-tree eet ot 
eteapa. Soae multiple regUtrat1on could 
not be pre•ented. 

2. It would be extremely dittlcult to 
pre•ent tratticlr.lns in unuaed ateapa. Per­
IOnl vttn large income• and relati'tel7 large 
expenditures would benetit by purohaaing 
eteapa rrom tnoae with lower income• and 
lower expendlturea, wno could obtain ataapa 
at relAti•ely lover pricea. 

; . Retail purchaee1 lll&de by bueineee 
conoerne would have to be exempted, to pre­
vent the tax trom exerting a pre1aure aga1nat 
price oeilinga. Thil would complicate tax 
adm1nietrat1on and would create opportun1t1ea 
for nasion. 

Regraded Unclassified
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4. A oontinuoua ohaok would be re­
quired on retailer• to inaura the ool­
leotion or the etaapa and to prevent re­
tailer• rroa aelling ataapa oolleoted 
fro• purohaaera inatead or turning thea 
over to the tax- oolleoting agency, 

5· The neoeaaity that they have on 
lland at ell t1aea autf1oient ataapa to 
oover their purcbaeea, including purohaaea 
aade on credit, would be an 1noonven1enoe 
to taxpqera. 

6. Reaponaibility for the 41atr1bution 
or ataapa would iapoae a turther burden on 
an already overburdened poatal ayetea. 

96 

It it oould be ada1niatered erteotively, a progrea­
aive tax on purohaeea utilizing the etaap ayetea would 
have diatinot advant agea over tbe uaual tJpe or ealea 
tax, and in tiae or war would provide a deairable pro­
gressive addition to the tax ayatea. However, eo long 
aa theae adainiatrative problema remain unauraounted, 
i ta obJeot1vea oan be obtained aore erteot1vely by a 
graduated apend1nga tax. 
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TREASURY DEPARTMENT 

INftlt Of'l"ICE COMMU NICATIO N 

Secretary Uorgenthau 

Randolph Paul 

SEPlflh 

Feeling encouraged by the President's 

attitude the other day that we should kiok to the 

press about misr epresentations, I had in the "Time" 

man with reference to the story in the attached 

photostat. The st ory is completely wrong, in that 

the figure 50, 000 should be 2900, and i n that we 

did not worry a great deal about what private 

employers would do. In fact, we interviewed over 

400 employers and a lot of employees to boot. 

"Time" is ·looking into the mat ter and I 

will re~ort later on what has been accomplished. 

I 
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..... 10.000 d be a.t can. bod1 of 
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......,., - ... "7 pio<ft pt<Uijar oo 
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~- to die wv cfort; the nt"ritrt _......., ........... of-~ tqUi ....... 
--~-imc...ds.X..­
...... ,..._. tlte r:allroacb can al•o~,: 
---ed iOHoutJA>OO. 
• 900 .. loccaotiva. ThcMch plk~· 
pr ...... )'ell' by C.§e'l'\'ath~ tsti· 
lUtes are npu:t.ed to iacrn!i't: 1 .. ~ 0\'tt 

O.is ,...., record. few. if any. of the nt'"' 
*-otiwa will be for pusmpr sen·kr. 
War fra,bt ~ c~ 6rs:t. 

II, IIDd -- o11c nih-ood!"r...ptrrniU< ... 
to purdaate tllit eew equjpmmt. tbe c05t 

to tkm wiU be about $Jso mtiJion, tfwo 
sted reqvfftd will be dott to : miUioo 
tone. B~ this year tbr railroacb •·ill tum 

· blck to tbt sltel millt well O\'tr J! mfllion 
tocu of hiP~* scr;Jp, moudl ~rhm 
miK«< •ith Oft to tum out more th:an 
thtft timet .u mu('h ftt\'' i t«< as tht r.sil· 
roack art askinc for nf'•t )'('ar'e cquipmt'nl 

-... apaocl ... COli · ...ds. 
... -... fO< Uoeir ..... c 

'*''iallle¥!apiaolilla· TAXES 
io .............. ~·-- "---L'- T LL 1 n 11oa.u.rr ,_t~oa. llwoUd _...,. ......,_ rou-
nac-u..)lct job of nr-boad 'The U.S. TrtJJUr>' nn sm;l(k into :1 

..... -II- ... equiwla>l t<tiool$ thor! ... probl... .... • ... k 
.....,._ IDCf lt.tve Jatmu:l Rt\·mue Cocnmlu ioncor Guy 

" Tta.Wiao Hel\'tfinJ t$lim.:~ tf'CI thJt to col· 

~r~~=~:·~~ leclthe propostd s% ··itbhotdin, 11l on salaries his buttau •'Ou1d netd so.ooo ntw 
macbiael ud pieces of office f(lUipmft\t . 
plus 11,000 lk'W tmployf1.. Pri\'\Jte bu5i· 
MMet would like•·i~ nftd thou:sand! of 
machiDeS and pl!)'fOII dtrb. 

'This Is a bu,t OC'der: tht so.ooo m;~· 
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tocal Jo% of a normal reu's ou11.ut of 
aU bu:Jintu muhlnes (eatludinJ t}'llll' · 

WTitm). Worx sti'JJ, \\'PB h:l" alr~.,d~· 
cut moet olice equipmmt com()JniN , ., 

... -of bul< ..,.. 1•" of 'IH' poOOu<tion, lw ord<r<d • 
beaeof .... - Ina •-· doocl otap by )Ur'o md. 11 

---: .. --,Go\u • ..... "''Wt 5I 110t 1 Whee 6 if tbe tu is pn.~ tht Trt:u.· 
JWOIIPIItl. Gcwu tnt bolwk yield ury 1tru one pirt.i.ll 501uti.on: it ~,.n J:.~ 

a.tOUDCI '~ a.Mually •· 3 to • "- • cbeiot tome machines from WPB's Jtoc·kpdr. ''"" 
in<Mtrial loua, up to u~ oa ft'lll..a.a&e Govenuntnt doesn't ~'OfT)' 01bout • ·b.lt 
_.tioou- To - tiUa ,....,. .... l private employ<n will do. 

_ Tnt£, St~uc:mhrr 14, J g..,~ ____ .,., 
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.. 900 .... locomotiws. 'Y110U3h J)l5.~·· 
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Conn mt't U$ t 'ed oetd for cAJb news •:ould Uke•·ise nftd lhou!i.lnd)' of 

forutbrbabtokryat Jeast$J4bi1- maC'hines and payroll dtrb. 
io _4::...--• .._. brJore June 30, This is a hute ordn: tht so.ooo mil-

but iDvaunentt chiDH needed by Rtl\'t'rinr's bur('~U :~lurw 
lea titaatc $49 bil- total JO% of a n.orm~l ) 'e:lf $ outpul of 

•M). far a ••·•r the all busintu machlnts (acfuding ~~,_. • 
...._ 70~ of all &ous tnittn). Wor~t st.fU, WPB h:b .alrt•:.dr 

lfutd_;;..,,.,.,.,,,., cut most c6C'e equipmrnt comp..1niN to 
10~ or 1941 prodU<"tion, hu vrdt'ttd 3 
deo.t Jtop by ) ....... tod. 

When a if the tu is p:..s~ the- T«'.U· 
ury has one ptrt.W solution: i t can KCl 

.ome m.tt'h.iaes from WPB's stoc-kpile. Tht' 
up to u~ oe lftl~ Gowmmtat doesn't \\'OrT)' About ••Jut 

opmtioos. To .. ,.. this ........., -~ private employon will do. 

_ Tuu~. &J)trrnher 14, 1~2 .... _ _ _;;4, 
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S.oNta1'7 liOrpntlaaa 

Randolph Paul 

SEPUM 

PHllDc .. aurapj b)' the r..ala.t•a 

attitude the other ell¥ that • ahoul4 ldlk to tile 

pl'l ll about ahrepreHDtat.lOill1 I ba4 111 tM •n.• 
J:IIJl w1 th refereue to the atOI'f 111 the athelld 

photoatat. Tho •tol'f h oa.pletoq III'OilC. 111 that 

~· figure 601000 lhould be 118001 u4 .lD that • 

did not W01'17 a great deal about what prhato 

•IIPlO~re t~~~uld a.. In faot, we 1nterY11W14 onr 

400 uplo~r• Uld a lot of ..plor-11 to boot. 

•n.• h looking .!Dto tM •ttor aD4 I 

trill Nl ort later OD what haa 'been aooo.plllhH. 

(ldu.l .. ) ..... .. 

RRP/kfa 

.. 98 
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TO 

f.OO 
TREASURY DEPARTMENT 

IHTKIII OI"'''Ca COMMUNICATION 

DAft Sept, 11, l H 2 0 

Tho Sohoola at war Provea baa b .. a d.etl.llitely .. t f or 

1/rido,y, aepteaber 25, tr .. l2a30 to 1 P ,ll., OD tho eouth 

otopo of tlw Trouury, 

J)r, JohD Studobaftr, eo.oiU101lor or l<luoation will opoalc 

nry brlotly. 

Mayor ae.........t SIIIUol or J'hl.l&delphio. and llro. Bruoo Gould 

will aako formal preoentatioa to you or the Soboolo o.t W&r 

liTo. Rooonolt will opoo.k l.JIImodiatel y tollowill.& tllo proun.• "(_ 

tation or tho award, 

Tho pro&roa will bo broo.doaot, 
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TREASURY DEPARTMEiiT 
Washington 

FOR I!.l!JEDIATE RELEASE 
ThursdaY, September 17, 1942 

101 

Press Service 
No . :n-32 

secretary Horgenthau said today tha t the Treasury is 

caking arrangements for the sale or approximately 5,000, 000 

ounces of silver to industrial users certified by the War 

Production Board as in urgent need of silver for immediate 

use in war production . 

The silver which the Treasury is arron~ing to sell is 
f ree silver, classified as "sil ver ordinary • This class of 
silver has been accUJ:lula ting over a long period and is com­
posed in part of silver purchased for coinage prior to the 
Silver Purchase Act or 1934, in part of silver contained in 
gold deposits, in part of recovered bullion which was lost 
in the melting and coining processes, and the balance of 
silver in excess of the amount estimated to be contained in 
mutila+.ed coins . For many years prior to the passage of the 
Silver Purchase Act of 1934, small quantities of this class 
of silver were sold and used in r.>edals which the !Jints man­
ufactured for private orGani~ations . The Treasury has legal 
authority to sell the amount now on hand . The Silver Pur­
chase Act o~ 1934 ir.>poses no l initations on this type of sale. 

This silver has been put aside for use in the event of 
an emergency . The Treasury has been informed by the War Pro­
duction Board that there is at present on acute shortage of 
silver ovnilable for t!lo renufacture of essential war ma­
terials . The War Production Eoard has requested that the 
5, 000, 000 ounces o! "silver ordinart" be used to alleviate 
this shortage . 

The Treasury plans to sell this silver at the price of 
45 cents an ounce to those industrial users with high prior­
ity ratings who aro recommended by the War Production Boord. 

As previously announced, approxi~tely 1,350, 000, 000 
ounces of free silver have already been oade available by 
the Treasury for use in war plants, under arranscment s whore­
by the silver will be returned after tho war . The reoaininG 
1 ,550, 000,000 ounces of silver held by tho Treasury hove been 
monetized and arc n reserve against silver certificates . 

-oOo-

• •• 
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• MIMAU ~ MRONAIITlCS 
NAYY DII:PAIItTMaNT 

WMMINeTON 
1'7 lt~~~teaJiep, 1 .. 1 

Deu Ill'. llal'centluna, 

102 

I apJ;::iate 4eep17 tb. Yel'f nice note I 
Paoein4 70il thia IIOI'IliDg NSU'41Dg.,. new 
appo1Dtaent1 aD4 I want to take thia oppOI'tUDity 
to ••7 tbat it w .. • p1eaauPe IDd an 1Dap1Pat1on 
to .. to WOPII: with 70U t.D4 tor you 4u1"1ng tho .. 
eU'17 tl'oub10'III cla71, wben there na not • IP' .. t 
deal ot ooozo41Dat1on ot tb. attorta to atap up 
production aD4 IQPP17 our trien4a OYer•••• with 
the equiJIIIeD.t they needed eo ION1y, ancl you 
atepped 1D aD4 took oharse. 

Batarally, I .. 4a1l«bted to get • YQ'7 
I'IIPOIUI1ble job at aaa, &iit I -•t oODte .. I .. 
1eu1ng Waab1Dgton with regret. beot!Qaa ot the 
aan7 tbiJ:Is• that I wou.lcl hue liked to 4o bat 
could not aln71 ao-s>lllh, and with apeoial re­
sreta OYOI' IIYePq! at le .. t t•porar117, Ia)' 
aan7 t1'1eD417 Pelat ODI with thoae in hish 
poa1t1ona 1D the OoYeruaent. 

• 

Henpy Morganthau, Jr., 
!reaaury Departaent 
w .. hington, D. c. 

, 
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DIU u.&Nl te•u •• 

n ,..,. • • ,._, 11a1 et Jl•••• 
to ltU'Il at ,... ...... , .......... , 
... tht ,...u. la ...... , _, •• 
lt. I .. t te tN&Nblate ,_ .,_ 
thh ....... 1u. ., u.. •w~aat _. 
lqal ~trll•• ,.. ...,. • 'ull, _. 1 
ka .. that~· ... "' 1t 11M ....... 
J"hllt ..... -- • - ., ,... 
MllMP 1a W.t ~t JHt. 

- "•t .uu. • a a , ... ,.. 
tab 19 ,._ ...... ....., r111 •IMUU.. 

lht•IIf', 

(llpell) B. llorpntht.a, Jr. 

GU/111 
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SUN 

New Pacific Fleet Air Command 
Created; Post Goes To Towers 

,.,... 
Navy Aeronautics Chief 

Promoted By Knox To 
Vice-Admiral -

Secretary Told By Blandy 
That We Are Now Able 

To Hold The laps -
/Br ah-c Auociaced Ptut1 

Wuhtn.cton, Sept. t5--Frank 
Knox, Sectttii'Y of the Navy, an· 
nouneed to~hy the ereaUon of a 
new air eommand for tho 
ft ttl and the appointment 
Adl'l'llrt\ John II. Towers, 
nt\'a\ ,,ronl\ltlet, to the 
with the unk or 'lice-admiral. 

TIH! Towen tppolntrnent came 
a llttr Rur Admlul W. II. 
bl;and)'. tl'lltf of nav.ll oPt:ratlons. 
h.ad rtPtrtfll on hit 26.000·mile 
IMPf'C'tiOn trip Of •utern PAcifi.C 
forrtt. 

lft LIM W1lh New Policy 
'nl.la th.aAJ• I« flHt of'lt.tliuUon. 

t ,.rt:Mll "" In lloc wilh the 
""'''1 • rt«ntb' an.novnred poUey of 
itl\ trte air ofi\C'Cn cruwr rnpoa· 
t lblllly for aau.al blule operations. 

Tfl,•trJ . . n. hu bffn In naval 
' ' latl~ft ~ln<"e Jt\0, He will 'be the 
ttrlndp.a1 air advlur to Admiral 
Chttttr W, Nlmlt&, eommandu of 
the Pacific lleet. 

llr •·Ill bt •uceteded •• aero­
nl\111u thlor by Rur Admjnl 
John S. Mc:Cahi. ~8. ot CuroUton, 
Mlts. wlm now hll an alr com· 
Mll'ld h\ lht r11ctftc, An omdal 
11tatrmtnt ,.w '"" Towera' ne•' 
1.u11nmenl "'' th• MOt.l important 
11r comrn•nd 1Roat in the n.avy." 

• 
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THE~ SUN -

SEP 16194l 

II••••·• c .. vi<Uon Ad • _ J T • 0 l S . • 
ftrfl1tt htld b)' Seet'I'W'1 KDo , , 

Admlrol sl•lld1 " • ..- "'~·- mtr011 owers n y urv&vor 
J ,.Pr<Nt<l • ~ ... convletlon • Of F. Th N l p ·z .... Unhed StatU Core .. or<. now co • &rst ree QVQ J. uts 
ble ot mtttlnt ant tbn&lt lbt Jap • 

• "~" lt'II.Y m•kt-ln feet. that th 1 ' 
hold tbt bt1tntt of a1.rlldnt po" \ !'or. nearly AltHn yUtl the ta~hl blm to fly, be set \ht wor-14'•1 
In the wutern Paelftc. • uvy•1 1utor avlat.or, Vlet-Admlral endur•nce fblnl record. of IS boun 

Oland)' tald that "~ an La pod- John H. Tower~. wM yeJttr41)' wu 1nd 10 mlnutet. wbkh s.tood unUi j 
non to bold tht Japs ualM'l JAY-a~ln\ed w bQ4 a new alr com· 1115. 
tblAI tht)' ml&hl throw into • aew maad IJ>r Lbe Paciftc, bu btcn tAl In 1010 he ctltltd wortd fame 
t~ort \0 ru d e: tM Une Of .._.r-ortl1 iu.rvtvor of the Ant t1'lft.t when hlt ftaphtp. tbe NC-4.. m1de a 
lu'l lllaAd butioM. bul. ..Wed a.ava.f oflle.rs uaJJMCI LO t 'llaUOD lrluttl.lnUe IiCht to tbe Aro~.l. 
tMt-.. tu't do the Job br ....nlf o<vu thlrt1 )'tan eao. Aviation Obsetwr 
MW.tal - we'Ve 10 t.o kelp Ills applkaUOD tor naval ••lao Durlq thf.lut wu A4aalnl Tow.l 
~.. ' t.Joa tral.o.l:q aloGI with \bON of tn t~trvtd ., u avlatioD obMrtu 

Ttvt ~., T"1t'M lei,...- ~Con.mndfr Jobn Rod&•n a.od lA Eu.roP8 u4 ao a.c awcbt al tile 
AJbd wMlbtr be IDCUt bJ thfS COSD'O'Iedu T . 0. &U,.OO. WU Atntriun EmbaaJ Ia l.oodoft, 

t.Ut A.meritea toret• !ltld U.. ~ aru.ic41D_l!J l. Sabsequtnt.17 be rommeoded UM: 
U te tf ftrlklAC t:IO•·e:r la \M wt$1.· Comme~ aod.&trt 'Vf&a,k!Ufd I..I.Dikf, Lbe n.e.vy'1 1m P1Rnfl 
•"' Pad6t, he u,ld thM. wu true. tn t.m arwl Coa.~.t Dtrto• ean'ler, and an-td u au.fst.an\ 
"for the tlma batna:. moat crt'fUlhlJ, two ,..,.. later. • cblef or the NaVJ BW"tn or Aero-
ellhou&b l 'm not bold t-nouab to d~ · K .... One l'oot Wet" al\IUct end eommendu of 1Jiot alant 
en)' for«&ll ln.l about the future. Mt-ntinM, Admiral Towtt'l, ' urTier s.ratoJL I 

BliAd:)', In dlttunin.l atrial 1nd utln of Aomt. 01, hN .-., Three )'t-art e.co he -.•as appointed 
anU.alrttd\ de\•elopm.ent.l In tM· mained a •)IU' '"wbO atwa)'t kMPI thief of the Navy Buriau of Ar.ro< 
ftttl. t.iltd en enll&~lfteot between one tool wet. .. hll Wl)l of &~)llnt aeu.Uea and tK"QmQUd to the rank 
Amttleen aurfut ahlps add .flPJ· that ..,_ alwe,. bu been • ~ .. uor u of 111., •d·mlreL 
nut alrtrt.rt durtna the early welt' u an IYt~r. A mtmbtr of the mUilar)' mt•· 
ata1u of tho Solomon lllanlh: t~v•• In Octpber, 1112. le• th n two alon to Enaland this aprln,. Ad· 
alon u evldtnee of Ult effectJvt·yura at\er O!!!l It • Cu_rt la htcl mlral !J'owerw it a vlcorous advocate 
nt.u of Amerkan antl·elrcnft ftre. · ~ .... ...,. ' of condnulni aviation •• put or 

Tbt JapantM. he aald. eU.acted· the navy lns:tu4 o.f comblnlni It 
wllb l•t nt.J-atven torpedo bom~ with army aviation 1~ a separat• 
en aftcl tl. bt to ten borbonta branch '\1 aenl~. 
bombtn. n. torpedo pliJMt ume - • 
Jn fu\ and low to la~mtb lbt 
mblue .. TbtJ wtr. mtt by • Mad 
blut ftOM liM 1\JM o:f U.. kd.. 
.WOn tbl.• Uti of \M twt"IUJ_.,U 
.-,,.. a.bot dowL Ia. .cld.itioa. Amtr• 
kaa ltbttr fla~Wt •'"Jot • fnr-1 
otkn."' ...... 

Xae-• dncribtd at "au.erty lm-· 
ptlot'\k el'" propoub to •aead Ko­
\·embt-r elte:Uoo ba.l~l.a to ullors 
and ml.t'lMI CMil.dM eoaUDeotV' 
Vt1lttd Slates unde-r a n.ew law. Ill 
wkt •hJpJ wen too a.low to m,ab.: 
the dtllverlea In time ud air ca.rao 
apatt waa ~ crowded. 

• . . 
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COHI'IDIN'I'IIJ, 

.ftlli!W. RIURft BAlli 

01 lib TORI 

Sopt tabtr 17, 1942 

Dear Mr. Secretarr: Attontlon; llr . • · D. llhltt 

106 

I u encloolnc our coaplla tlon for t te week ended 

Septoabor 9, 1942, ohovlnc dollar 4l o~rotmento out of the 

Brl tloh iaplro and J'rencb accoUDh at t hlo b~ and the 

.. an, by whlch the ae ezpen41 tur•• were tta&aced. 

J'altbflllly ycuro, 

/ • / Robert G. Rouot 

R. G. Rouoe, 
VIce P roo14ent. 

'l'bo Honorable Henry Morgentbau, J r ., 
Secretary of tbe 'l'reaaury, 
Waohlncton, D. c. 

lncloouro 

Regraded Unclassified
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TREAS URY DEPARTMENT 1.1 0 

INTE R O FFICE COMMUN ICATION 

DATE Sep t , 17 1 1942 
TO 

FROM 

~&crotary kor 3enthau 

:.~r . '•fnl to 

;;ul.>ject: Vulu" oi U, S . dollar cut·t•etloy ollls r i ses in Europe and 
decl l nua i ll Lbtin A..let•le .. . 

1.u;:; ~.d.t.uc;.e,.l mu·Jora.-tc.'..;.;n dlseusu9tt tho vc.lue of !!nJ t e d S ta t.e s 
doll&.J' currency abr o .. d a s a.t l'ccted o:; rece:'l& 1 re,.sur~ re~;-uh.tlor.s 
.. ·cstrl.::tln";~ U•c 1m..~orcat_on of cut·:-t:nc,t t t·c ... Lottn A.~~r- i ca . rne 
ost i:n~o,~~ant !Jo1nt3 ttrc: : 

(oj Dollar cu:•rency bills ..re <'ull1n. at a 57 yerce,-,t <.lseoun t 
in rort • al and .;wl& .< c r lnnu, ultnou h t.te ·; oJ.te of c.u-rency 
o'll:s has apprac tated !n boti. tl'es& countr ies d·~rlu.; the 
'•:It tr.r .. e .nonths . In ~atln A:.urlcan eomltr:e ~ the dollar 
ulll 1~ at " oll~count u1 ui•O•J ' l 5 ;>"rcen t , und in mout of 
t·t" .Juutn A:n.,rl.ca.n COUJ'ltries lt is extl'" 1el,; diff i cnl t to 
dla!)03e 01' Q:l:,' Axls- talnttHl ~U I'''OilC:f . 

\b) lloll"r curroncy bi lls h9 Vt> doellne.:l - snnrply ln LuUn 
Alllul'lnH bvcll.uae of th<, coop••ru• 'on 'rr easury has received 
f r om mos1: o J the Lb.t:!.n A.•u•rle .'l:. oount.r.les , rtl3"- t ln,. i n 
t.ht: ... or•u et recttve ~nfor cemt::nt. v.i' O'tt" ru~;ulCit.!.~ ns . 

(c) An "ctlvo blac.: r.~a.~<et exi~t~ ln Ar,;ont1n s a.nd Chi la, as a 
r os•Jlt of t e ra:lure o1 n~~o ;overn•nunt~ to lnstltute 
pro: .. ,_-,t an ... ade::ptate J.tJl u.:" cur.:"cnc ... contr ols . 7a!nted do.a.1~tr 
bllls are t1lso seeAin :Jt out.ltJt on the !:ra.zt•!c, uer!<.~~o. . 

\ .... ) :>oll&l curJ·er .. c"· 0!.1.-~ .. t ·: ·.: • • a ... :.1 1.;. r~ !"'r1~o rcco.ttly :n 
-~u·o. et becnu.;>t .o&.r:lcr.J w t! i' .rc u ... ih 1Hl'0 0 a. .. owttb of 
U • .; . Uoll 9.r8 . T•lCS~ t~arv.ertt uru 1nt'l ,eolCO·J <oi'J : l ll. tu.ry 
j~ vulO.)I:&~ht.S, i."'lfl s.tlor.ut·,r trtJ.ltJ.tl 1 \;lt"l eat\ ~J.·e LoO un.ioaa1n~ 
t lu~& 'JOl.l.bl"o':J in tllt. :'~ ... t.- .,.ur ,to~ .. n·.lvi.J . 1r,e G.O::l.;Ana :or 
u0lJ.11.r CUI'I'"ncy bills in ,•ll'OiJIJ Q!)j)V1<1'3 t.O ·~d.J in pu.l' t 
1'1~0.1. tn~ .~.1e:.r.r ~a;; t. , nite.ru iJI,}4' ... on .. nrc rUj)Of"t':'iU aru:.iC'1 tS t o 
hu:; l. ... . lloll ... r3 aa u ,oo:.i lnvos t.mon~ . 

rho .. noun t of t.llo Ji scoun t. on U•·l .:ur•·utwy b lll 13 a.'\ l nuica tior• 
of~,,,. ofruc~i v cnt::l.l of otu· cot•tt•ola . n.o lowul' Llh1 ~alue oi' tho 
do ... lur cut•t·encv bJlla, t!le le::.::s will tnfr A.xlo .!"uCt.lV'J f1·o:J. "itu c.ut~­
~'•·lC.I •·•iCil ti<~J I""" lOO~dU in ··"''u,;u, Ulll t lo .'G uiff:;;'lll. it 
1 ~ ' t.l •J .il::Jt I).,H: Of .i IC ~ ': U"l't.;.U • ~0 II • •• .... : ••·· ~ .. Ct.:i . 
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l!r. fnti ta 

l.!r . Leonard 

11.1. 
TREASURY DEPARTMENT 

I NT ER O FFICE COMMU NICATION 

OAU Sept. 16, 1942. 

subject • Valuo of u.s. dollar currency billa rises in BW-ope and declines in 
LntL., Mlerica. 

1 . Dollar currency apprec iated in value in Port~~&al and Sritzerland by 
£ lll(! 7/ percent, respectively, during the paet three montha, as CCIZipared with 
t~e rata which prevlllled soon at'ter the issuance ot Aoen<led General Ruling Ho. 
5 on Moy 19, 1942. In LatLn America, however, the value haa been deelining­
in Peru and Bcu:ldor by as much aa 45 ~ent (aee attached tables). Tighten­
in;; the dollar controle Ln the llnited Statee, with the coo~ation of LatLn 
~erican countries, has dried up the market tor dollars ccmsiderably although 
,\xia tainted dollars are yet available on sCIZie black markets, particularly in 
Ar .entina nnd Brazil. In addition, an act,ive d11114nc! tor u.s. dollar bills 
exist$ in neutral BW-opaan centers where hoarders intluanced by cilitary develop­
ments nnd intlation:lry trends, are buying dollars with an aye to unloacling 
those in tho pos t.-wnr pariod. 

2. Tho value of the United States dollar bill has declined since l!ay 19 
by ut least 2S percent in each of the Latin Amorican countries t r<J> which 
reports were received. In Brazil the value declined by 39 percent when canpared 
with the dra.t't rate. '!be rate hae risen aliahtly in recent -..eeks in the few 
tr :lllO>Ctions reported, although approximately Sl lllillion were kn<nm to be on 
tno 1.1Arkot and aGTeral excl\anee houses were operatins in cmtravention of 
Bra:Uian law. French sources at one time were reported to be offer ing $80, 000 
ond Polish sources $ 50,000 on the black ~~~~.rket. Argenti.n.a, having tailed to 
.r.Hitute adequate controls, pr actically nourished a black aarket in tainted 
cu::rency with de:>lera prepared to purchase up to ~50, 000 in u.s. currency. Ih 
f&ct up to SepteGiber 3 applications involving 29 percent o! the $425, 000 imported 
I r<J> Areontina and held by Feder al Reserve Banks Wlder .lrnond.ed ooneral ~in<!: 5 
lfere denied because of suspected enOIDj' taint. CUrrency 1e believed to be leaving 
Ar;entino in aubstant i:IJ. amounts through diploou.tic channels. O:lile did not 
est:lblish control over u.s. currency until September 1, and although no reports 
hnve been receivod, on the situation there, a nourishing dollar ..arket probably 
axists. Among the Latin .lrnerican countries reported on, only 16 percent o! the 
~2,168 thouao.nd imported into the united States was releaoed under the currency 
control system. 

3. The riae in the value of currency in Lisbon renects the strength o! 
tt:e Swias doll&r market. Ih Tan{:ier, the value of the dollar bill bas declined 
ln toms of pesetae but has increased in terms ot JAorocoan tra~~cs. The details 
01 currency developments in these countries ere indicated below: 
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Division of llonetary 

Research 

(a) Switzerland since Juno 25 haa reeuJ.11rly reported a small 
volWlle o! sales in united states dollar bills . Since July 9, how-
ever, the value of the dollar has risen steadily and on July 15 the 
volume was reported larger and " firm tendency on t he market ftS 

notoc!. Al~hOII{lh no str ong Swiss demnnd tor dollare exists travelers 
frall the Balkan states, Rumania and Turkey, make frequent purchases, 
These travelers were believed to be diplanats 1 and the clollars purchased 
are eventually sold in the NM r East to persons who are anxious to buy 
t.hED as a •coo<~ investment. • 

('b) Portugal reported dollar transactions fran June to August .• • 
totallin;: ~00,000. 'nle llW"ket on the 11hole """ quiet up to July 5; 
1'rool t~.At date up to the end ot Au,.ouat. the nlue or the <Iollar rose and 
eorly in September the dollar oarket waa quite ate~, reflecting L~ 
C!'C.ls N dmand .flo<Xl Switzerlnnd, In addition, Greek ships at Lisbon 
chartered by Switzerland were reported to be payine their seaaen in dol­
lars . 

(c) At Tangier the value or t he dollar bill in tel1!1s of peset as 
hns been fairly stable but in tenns of Moroccan Cr ones has appreciAted 
by 51 percent. '1111& rise in value in terms ot ~!oroecan f rancs is ex­
plained by the tremendoue depreciation which io taking place in the 
value of the Moroccan franc . Sales of dollar bill• on the Moroccan 
l!l&rket ranze ! r Ot> $5,000 to $10,000 daily, ()l July 25 dollars wore 
reported to be caning fran Lisbon l argely for hoarding purposes, on 
July 21. t he dollar jumped in value to 16 po .. tas or llO IJOroccan f rancs 
Md bct.,..on ~5,000 and $55, 000 was solei on t he m:.rket, Since that 
d•te the valus of the dollar bas declined by 8 percent in tenos of pesetas 
on the Tangier Q3rket, 

(d) 'lbero is a L'lck of intonaation on the situation in TUrk.,..f. 
'!he black JDArket rate of 174 piastres tor notes ot large don=tnations 
1a aoro than double the Central Bank rate. 'lbo blaC:C l'l&rket rate has 
fl~ctU4ted very lit tle, 

(e) 'll>ere 1a equally little n.,.... fran Spain other than that tho 
black Mrkot rate on July 16 was 15 pesetas and that deAls r3llging 
!rOM $201000 to &50, 000 were recentlY put through by industr ialists 
in the BUbao area at fran 25 to .)0 pesetas. This was interpreted as 
a hodeo aaainst the inl'lation of the pesetll, In nddJ.tion, it """ reported 
th~t so3lllen sailine !or Latin America from Bilbao were purchasinG f r<Xl 
$1, 000 to $5,000 in u.s. currency. 
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Tabl e I 

VA!JJE OF UNITED STATES CURRENCY Dl LlTIN Alill!ICA* 

(:ii t.h reference t.o Fore :lin Flmdo Amended 
Ceneral Ruling !lo. 51 !.!ay 191 1942) 

• !lank • Rate ( .. lincraase 
Rate • Soon Racent. (- Decr eaae 

• y • After Rate Between 

11.3 

! 

Bank 
Ship!lento 

tc 
u. s . .. 

l 88uance (1) (2) . -
Paper Peso 4 .24 

Jollviano 1.6. 00 

I:Ureis 19.45 

Sucre 1) .70 

?opcr Peso 317 

Sol 6 . 49 

Colon 1.90 

!lollvar 3 .32 

3 . 20 

/,() 

10 

1).7 

Z75£/ 

6 .34 

1 . 52 

3.3 

2. 42 

26 

12 

7 

300 

3.5 

~•t1• ohcrnn are 1n units of ! oreian currency per dollar. 

- 25 G 421.,600 

- 30 16,900 

.. 20 108,900 

- 49 14,900 

.. Z? 25, 000 

- 36 392,300 

- 32 131, 500 

1,054,200 

!'"Jil'-8 rat~ !or dollar dl·art.s , Ua;r lS, 1942• !lost financial or non- trade buoineee 
is trnnsncted at these r o.tes 'llhioh have remained relatively unchanjied s ince !!IIY• 
hoo cuket r ates ars shown t or Arsont.ina 

1 
Dr azU and Uruguan for other count rios , 

t.'c ot!1c1al r&ts is !!1ven. 

:1-e Nxed rate for doubti\11 dollars 'lias 190, bnt thie rAte 'IIU eubsequently dio­
e :\1 ~ inued • 

September 171 1942. 
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Country 

PorLu•·o.l 

SWltzer1Md 

To.ncier 

TABLE II 

VALUE OF U!IITED STATI.S CUR?.ENCY IN PORTUGAL, 

SWITZERLAliD i\IID l!OUOCCOII 

(lrl.th reference to Forei(ll'l Funds Amended 
General FW.ing llo. 5, l.!ay 19, 1942) 

Rate !'.ate 
Unit Prior Soon Inter- Present 

to After me<liate !late 
Issuance Issuance Rate 

(1) (2) (3) (4) 

J;:ccudo• 12. 90 14. 30 14.? 15. 4 

Fr:mcs 2 • .3J 2.00 2. 6 2.?3 

!'oroccan 68 76 90 115 
i'ranco 

Pesetas 15. 2 12.5 

" -~tes shonn are in units of foreign currency per dcllar. 

Url 

Percentage 
(• ) Increase 
(- ) Decrease 

between 
(4) and (2) 

(5) 

• 7.7 

• .36. 5 

• Sl · 3 

-10.7 

Tr•••ur; Department, Division of Monetary Research Sept81•ber 15, l <)1.2. 

• • • 
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!!IlL 
fl>la ttl•C"• ... , be 
paropt>raood before beillg 
cc.-GDiCatod to &QTODO 
ether llwl a Oon!'lllltlnhl. 

~·•r· (!!!) 

Sooretary of St~to, 

llaol>ington. 

4242, Soptombor 17, 10 a. •· 

l&te4 Sephaber 17, 19112 

B.c ' d 9:07 a.a. 

115 

O.raan authoritiu llan for oo• Uao boon axproning' openly in the 
pron and tl>rcugl> opooch .. by 1111thorhod cft1cialo concern with in­
flationary tondoncioo i11 the u t olltl co .... t r iao partlcnlerly thooo of 
oontl>eaotorn !uropo wore pricoo llaTI ocarod 011 a ooarc11;r and black 
aarktl ballo doop11a official 111unreo h co11trol thea. 'fhoro 1o nov 
nidooco that :Serlin 11 prepar~ to talco MUon a«ainot thoao countrioo 
oo 11» crouo4o that econoetc otabllit7 11 ao i01p0rtant ao mUtar;r oocur1t7 
lo O.raan controlled Europe . &ancUono to be uud in t orcin& ro\'ioion of 
tho criUohod oco11omc and financial 111\bodo will epparently be the 
ret\ual to furnilh offen41n& coUiltrioo with raw aatorialo and aarmtacturod 
coodo 11111 available to Gel'l:>&D¥ tor e:~pori. There h li.Dwilo talk of 
aodlt)'iac the parlt;y of exchange betwo11 the hiohmarit and the curro110y 
of tho oountr:r concerned or ad.Juotlng German and Itali&ll export pricoo 
outficlol1tly upward to lake care of infl&tioll&r)' pricoa. 

Gorman plano 11ow sppare11tl;y onvioago ploci11~ all controlled countrieo 
on a llazi w&r oconoJD)' baoil roquirin& of them (1) me.xiaum agrtcnltur&l 
ao4 lnduatrial productio11 (2) atrict rocul&tion i11 all fiolda of con­
ouopUon and (3) aainhn&llCO of an oqullablo ral&tionol>ip botwoon valua 
of producUo11 d .. Unod for COIIJUIIJ)Uon and the uoUill of aonoy in 
circulation, Succooo t o th1o end woul.d obvi ouoly roou1t a• 11 &lroad;r 
4o in (Ia.._ ill &11 OXCIII parchaoing pCYir WiCh WOuld !lave lo be 
otorilltod to prevent inflation. Such otorilloatton conld bo obtal.llod 
in lorUn'o 'flow 'b7 incroaoing taxeo or tl» oetuion of Dew loan• or 
ponibly a coabination of both tbaoo aotbodo . A now and very oig11lficant 

donlo-nt 1D thlo connection 11 tho rocont hiDU~~g that It m.iglrt be 
poool'blo to oeil aark loan• vh1ch al.lo&-dlT wou14 be popul.&r with l.ll­
ntttac public in oatollito cOIUllrioo in view of tho fact t bat C-oraan 
manor h nov the ch1of currencr in luropo. '1'1>11 hint il carried one 
otop fllrther b. oucgoot1J>& lbat the •- oolutlon aipt, UQcier certain 
colldltiont, bo linked up with the b&lancu owod by Germ&DT in the 
Clo&rln& accounh. 'fhUI a dono• would be found to tore• tho ouborctinato 
conotr ioo to fiD&Ilco on a long term baoio tho tur11iohing ot oupplloo to 
Gorm&ny. The couroe of devol opaento alODC the .. linoo indlcatoo tho 
lnltl~tlve 011ct rooourcofuJ.n••• of Gorman financial loadorl i11 oxplolti~c 
to :Berlin 1 • adv&lltago the totality ot tho oconoalc and f i nancial .. an• 

• 

, . 
• 
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o! thou countrloo vhich han ~o .. oDIMohillo4 1n thil oo-c&llo4 ,..., 
order . 

lWUIISOll 

RR 

Crrpy:lo: 9/l9/~ 

•• • 

Regraded Unclassified



. 
~. 

TO 

TREASURY DEPARTMENT 

INTEit O l'f'ICE COMMUNICATION 

DAttSept . 17,1942 

Secret~ry Uorgenthau 

!.!r. Hofl1ch 

Shivc1n!1 51 tuotion in August, 1942. 
(CI i> rt~ at¥nehe\t ) 

~c., ............ l 

1. AuFust losses or All1ed and neutr~l sh1ryoin~ 
tN•l!P<l lll sh1p" or 601,904 gros s tonR, 11s comoA r e<i 
·o 132 shi ps withe gross tonna~e or 613 , g51 lost in 
July . 

Aucru"t l osses "ere divided as !ollo.,e: 

NumbA r of Gross 
ghiJ2S ...!.QM. 

eell 1~erent action: 

United f\t(ltes 16 93 , 4§5 
9r1 t1eh Empire 46 2~1,3o2 
Otter United end 

neut r Al nations 43 199,37g 

( rdi:u:ry oerils of the sea ...§. zz, 62~ 

TOTAL 111 6ol , 904 

2. i'or the second success ive mon t h , British end 
Aurie~n l aunchings exceeded Al l1ed Rnd neut r 81 me rchsnt 
c rr1ne los~es ns indicated below: 

Lnunch1ngs 
Losses 

Excess of launch-
1n~s over losses 

Gros" t onnn"e 
Augu•t 
772 ' 772 
60L204 

... . 
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TO 

TREASURY DEPARTMENT 

INTER OI'FICE COMMU N ICATIO N 

DAn Sept. l7 , 

seer etnry Uoreenth$u 

Jlr . Horl lch 

Shl!lment of Planes e.nd Tonks to the ,U.s. s.R. 

1 . Shi pments or plAnes Rnd t pnk s to Russia 
durin~ August ~ere at en ell- t 1me hi gh level . 

2. A totol of )2g plpnee (202 fl~hter•, 
126 li"ht ond medium bombers) end 560 tonks 
(?99 li"ht , 2o1 medium) le ft the United Stetes 
r or RusAla during the mont h or Aup:uat . 

.. . -
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Table A 

Shi~ments of Plnnes snd. T~nks from the 
United Stntes t o the U.s.s.R. • 

Shipments 

Auvu•t 
duri ng 
:>2 - 31. 1942 

P1 Pnta 

• 

Fl-htor s 

::o::~l:e r" 

Totpl 

~:cd i• am 

Tot 11 l 

l llg 

l OS 

299 

209 

256 

50S 

"oped on exocrt deelsre tions received • 

Cumulat i ve Total 
J~tnu~t ry 1, 1942 
to Au,.uat 31.19112 

g71 

~ 

1, 620 

1, 325 

1, "0} 

I 

• • • 
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Table B 

sn1n~ente or Planee nnd Tenke to the 
u·. s. s. R. by ;lonths * 

Totnl 
Fighters 6oml">ere Plnnes 

..=~nJ•rY , 1<142 56 4 6o 

?_.!'r'JII ry 123 115 23S 

t..A t"Ch 6S 170 2}S 

,1-.rn 1?0 54 174 

!!.,y 52 42 94 

J Jnf' 127 104 231 

July 123 1}4 257 

A l ' 'll St 202 ..lli 12.!! 

7ot•l 194:> to 
A•J-JS t 31 1371 749 1, 620 

• ~n•ed on export dec1ar~t1ons Received. 

Llpoht Uedlum Tot~l 
T•nks Tnnks !ell 

20 22 42 .... 
172 3<1 210 

159 25S 1117 

2S7 :n6 50' 

s>ll 45 1}9 

143 206 '49 

151 157 ~·1 ~ 

299 ...221 _s6o 

1,325 1 . ~3 :? ,5?S 
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MADUW!CAR , Combined with a t'urther successtuJ. landing 1n 

tho WOIWIDIA area and pressure by our columna mov1ng south rrom 

AJIBANJ.I. tile remaining French f'orces between these two places surren­

dered on the 15th, No turther details heve been received ot: the pro­

gress or the column advancing South on TANANARIVE, During the 16th, 

0 reques t was received from the French Governor-General regarding the 

cessation ot hostilities and arrangements are 1n hand to receive his 

Plenipotentiaries t oday. 

IDUJ..II..O........ui • 
Intormation received up to 7 A.M. , 17th Septecber

1 
1942. 

1 . &:iAI. 

Up to 7 A.M. this morn1ng no turthor attack on the convoy 

to RUSSIA has been reported , Refer ence OPTBL tlo . 320 one of H ,t.!. 

cruiser s and ; destroyer s bombarded the BL DABA area on 13th/14th, 

One or H.IJ, Submarines probably sank a 4 1000 t on morchant ship
1 

escor­

tod by a destr oyer and air craft south of CRETE on the lOth, Another 

of H.M. submarines shelled and hit 2 bridges on tho East Calabrian 
Coast on tho 7th and 8th, 

... 

Attacks on shipp:!!l&. From 12th to 15th Septelllber inclusi ve, 

13 ships were report ed torpedoed, 12 of them during this month , One 

Soviet and one u.s . ship were sunk in convoy to RUSSIA on 13th, 2 

British and 2 Norwegian ships were t or pecloed in outward bound convoy iA 

Northwestern Approaches , total torpedoed in t his convoy i s now 9, ot 

•l~ch one British and ~wo Norwegian are able to proceed , 2 other ships 

' '" mi ssing , One British ship and a Dutch tanker sunk in WEST INDIES 

· l Norwegian tanker torpedoed but still afloat , 1 British ship sunk 

'.l··:~boan Sea, another in FREETOWN area and a Farllese t rawler off 
.\ ' ,z.ll. 1 Briti sh ship su:tk 1n west Atlantic in A'l!;ust . l British 

,. l<>rtad ove rdue at TRINlD.\D, 

· • Alt._ ;?E.IIAV..on 

!m.S.t' lll'lll2lli· 16th. 5 MosquHo"~ •• l,.,J t wo rectories at 

:-=.so.;r::tll , one or which was the Biebrich Chemica:. Factory . ~ enemy 

"-l'erlll t crossed our coasts, 3 were damaged by Spit f ires , 
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16th/17th, 369 bombers were sent to ESSEN,· 39 are ~ 

'missing, Visibility was moderate and there was much fighter activity , 

~· 15th , A Kittyhawk Wing '(probably 36 aircraft) 

engaged about 50 enemy fighters, destroying 1 and probably destroying 

4 . 

3. li.Q.ME SECUHID· 

fA.S.I.BOURHE • 
killed 6 persons , 

16th, Bombs damaged the railway station and 
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120 
NOr ro BE RE-TRANsurm;p 

FolloriAJ 1o ou)>l>loHnt&ry re.- ot ope,..t1onal """to CO'IOrins 
p.rlocl 1011> to 171.11 S•p-bor, 19a. 

1. NAVAL 

Convoy P. (c . 18 t o NORTH RUSSIA, conalttinQ or 40 tlhiJ)I and 1 reacue 
t htp, 1QII on pau age f l"'OD tho end of the tirat wook of Sopt.ember. Ovor 70 H.N. ahlpc, 
itlelullinl oUt re , ml.neswcopors, etc., were omployod in covor1ns ond oacorting. On 
l)U• tho convoy loot 2 ohl po probobly by oul:aarino Olld 10 by t orpodo alrorott, llut 
dtbO\Ifth nubj tcted to eoveral rurttter attacks only ono -.>thor ahi p watJ l ost. at t ho 
r ntr:mct to tht lilti'I'Z SEll and the remai nder or tho convoy a rrived e..Col,y at ARCHANGEL 
WI ••••lni 19th. Convoy Q. P. 14 from lilJSSIA c001oietl.na of Ul oht"" ltrt ARCIWIO&. on 
i)~ &net c:ro11ed over wl th P .Q. l8 on 16th. I t i a ostJmatod t hat about a dozen u­
bocta w.ro ocaployod aaainac. P.Q. 18 convoy,nnd IICl¥ bo avdlt.blo t.o attack Q. P. 14 , 
lb-.~ outward At lAntic convoy in which tha Cei'IIIIlna clat. linkine 19 1h1pe, 1 deotroyer 

1 """ 1 eorvot.te, actwll¥ lost 6 t hipa e.nd 1 Ca.nad:1a.n doatroyor . Ono ehtp 1s still 
>laslni and 4 torpedoed lhlpe havo roached port. DUrl.n& t11o -k ond!J>( l)th a _ ,,... _

1 of 17 shipt " ro IUnk by U-bo&te, or which 16 in the A. t.l.&ntlc. Ap&r1. troa att.aeks 
olroodj> .. ntionod and on 6 indepondantly routed ehlpo Nil< 1n rR!iiiDAD area, 

acthU.y b in Southern liortb Atlant.ic. lt. 11 u pocu.od that a et.hity 
rill at.tnd tonJ'da t.ht ~outhern rest J.f'r1ean coaat. 1zl: th., nMr fUturo. Dur1.r:!.( tbe 
... t Ctld.ln& l?tb, S att.acka on eneoy S\lbla.ri.nea .. ro nde by Brltleh INJ't'ace forc.ea, 
et:~e waa COl\lldorod pToabJ.n.g, 11 CLttacks wore carried out. bJ Brit-bh alrera.tt, one 
n s c:onaidtHd prca111n.a . Durina the week ending l )th, thc.ro wor o LO a ttacka by air 
o:nt. surfaet rorcoa, but. c!otatla are not yet &va.Ua'olo. ) convoye, totallina 1.49 
shlpt arrlvod 1n t.ho U.K. without l oss . 6 outward bound oonvoya, t.otalllna 1)4 Ghips, 
reaebod t.helr d01t.inattono without loss . 2 convoys wero at.tookod, but all dQtails 
a.rt not )'~t avtlilabli . During Au8\1.St 2,)82 ships wor e oonvoyCJd in t ho floatern UUU~<lo"' 
Md Caribboan ot which 18 "ore l oa t through onei!Q' a ct i on. Tho Japa.noao l4ndod on 
KUIUA ISLAND (OtLBERT ar.OUP) on 13th. !~:~,-porta 1n convoy tn to t ho U.l< . for the wook 
tndlng 12th - 829,000 t.ono of • hlch 307,000 tons o U . 

2. UIL!TARX 

fAR !!,St . CHINA. FiGhting i s conttnu~ around Kill WA but thoro 
are oo indioattona or a.n,y ChiftOU' progress towards r eoccuptinc thJ: toWn or of tho 
Japeneae adoptin& other than & purelr def~nsive role . 

) . AIR OPE!I.I'f!O!IS 

!W£!!11 l!!O!IT· Six t.o.na 1n IU'lWlY ""' boobod clqli&ht by llos- • 
~ut.... Our ni&:M boob!J>( oporatt01>a &&Unot 1mx1 torp to 1n•obod 1,493 alrcref1. 
11b1e.b dropped about. l , l6S t.ona of H.Z. and 1 ,720 tons or 1ncond1&r1es . OOSSa.DORF, 
Ef...t!llll and £SSQf roo~Jhltd t.bi a1.n weigbt of tJlt; attack , but. "lUUi!:UUISHAY'Df ... s also 
hee.Y'l.lr boabtd. Coaat.&l Co.a.M. sent out 285 sorties on antl-sut.arine opent.iOM 
In odd!Uon to ~ otrc,...rt tt- Beaber Co=and on BISCAY potrolo1 photoi!J"IIphl continl 
hzo"f doaaco t.o t ho whal.o on tact.ory s hlp at CIIUUIOUI¥l . 

I n suj)J)Ort of t.h.a oombinod oporation on 
l3tll/1.4th JS heavy f1;;~~i:lti u. s . and 68 Willington• att.ao~od . At th• """' tl•• 19 ~iboratoza boobOd and )6 RAI' and u.s . 1WdiU8 bomb<.ro ot t<lckod a landins ground noar MATIWH. 

l!!llWA· It oppeara that the Rwooi...n Atr Porco l.n tho S'UliNG!Wl 
D.reo k1 bavt boon hulporod by a tttlcka on t.hoir a trodroeoa , but. dot.alla or oper.:~.tiona 
bavo not. botn r.cotvod . Tho pr inci pal enoay a ctivit y continued against 3'rALIHCRAD 
tn:J • a.s llllinl.l in auppor t. of tho A.ra:!, thouah c~icat.1one ov4r a fairly wide ar.a 
•J.~ &leo attackld . 
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~~~~ 1<0rka, potrOr station , saw ..ul.a , rallay repair ehopa, permanent a.y and 
~llll\o stock, barraeq and 11 public building•; " briqi!Aitta •tor&8• de;ot ..,.. 
aUll lluminl atur 9 days. Reports stote tbnt. S doye att.er tho roid three quar­
~-ra of tho t.oon woe a till without electricity, e1loa woro burnt out and eronos 
d;ot.royad Ill tho bnrbour. SOO coal trucks wore deatroyod and 12 loe0110tiveo. 
rne-ra waa r.oao evidence of panic and a desiro to leavo the town , 

R!JSS>!l.SH<.IM. Phot.ographa on llth show only part or the Opel r'orks , { 
but •t tho same Umo reveal considernblo drunage by both fi re and H. t:. \ 

tlUR£!1B'>!.RG. Rocent photogr upho covorina " pert or tho city mioood 
on. a former occasion shott considera ble ru.rthur damo.go t.o rcsidontio.l property 
including a burnt out area of about 10 A.croa . 

MJ::OIU~TE-PO'l'EZ FACTORY. Photogropha takon after tho chyUght att.nek 
b:.' U.~. Fortrolltl ShOW A direct hit on a t.on b\y 1\hnpr, t\noth\Jr on the wiro­
tl:Awing ohop, l'noth~r on aoce camouflo.god ban,garo , roof cta.mo.go t.hroughout. th~ .mt.iro 
Ln;th of th• 2 lll&ln asse11b.ly shops, damag• by bloat to garns, and 12 ruiditional ._• 
·.~t•u on tho landing ground . • 

~· Photogrspbs taken !lurins a claylle.'lt • tt.nck show 2. boaba 
"\Cf\UllJ b..trst.1ne upon 2 ainea-.eepers . 

SLUISKIL. I=;>ort..nt drun&gu to o chwoict.l •orka c.nd an "8>0llia 
.u-. confil'lOOd 1Jy photographs. 

S. OP.:RHIQN~ AlRCRtu"T BATI'LE CJ\SOt.LTI~ 

LIEI'ROI'OLITAN AnEA 

Brit1nh •nd Allied 

Bombora 
Fighters 
Coastal 

Total 

100 
2 
5 

107 

llomboro 
Flahtora 

Tot.nl 

R!~· frob .06st. 

6 l 
...!.. 

7 1 

IIIDDL£ t.AST ( 1nclu.l1ng UALfA) 

~!tlah And Allied .!i!l!!lY 

In t.ha Air On the around De st. Prob.Dcst. 

Bocb.rs (including Bocbor11 4 6 
4 u.s.) 11 2 Fi~hter• 8 15 

Fi&,htc..re ..!!..... 
Tot.•l 25 2 Totol 12 21 

One crow und 4 p1lote 6re oafo . 

6 . HOliZ Sr.CURITY 

tio account is takon of cno~QY Rircro.ft deatroyod on the 
ground In any thentro or or Britilh naval aircraft 
cnaua~ti~a . 

Del:la6ed 

12 
18 

30 

Eatbat.ed c ivilian ccsualtlca for wt ok Jn< lng 6 ~ .o. 16th - Killod 
5 , •-riously "OU.~od 2 . 
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Scrruwt UH 7, 1942 

Olllee ot Stratecle Semeee 

THE WAR TillS WEEK 
At inordinate cost to the attackera, the Russians have to 

date beaten off terrific German assaulta on beleaguered 
Slalingrad, but ob90rvera fear that the city may fall in the 
next few day&. They believe, however, that the prolonga­
tion of the siege may well already have affected the courae of 
lhe war. Meanwbile in the del!ert Rommel bas dug in 
behind 1 tank screen to poee a riddle: will the N a.U High 
Command divert adequate strength to Egypt for a full acale 

..,jilensive ~his fall, or will it prefer at relatively low ooet to 
oblige ~e Allies themselves to continue a large diversion of 
forte~ and shipping to this area? 
~ a logical development of their earlier seizure of Di6go­

Suarea, ~e British this week struck into the interior of 
Mad•gascar. Little further Ftench resistance is anticipated. 
Conquest of ~e ialand will give the British control of Mozam­
bique Channel, vital supply lane to Egypt, Russia, and the 
Far East. The situation in Madagascar has also offered a 
key to the solution of the Anglo-French impasse in tho Levant: 
De Oaullc has been advised by the British that the Fighting 
Fttnch could hardly be pcnnitted to administer civil affairs in 
~Wiag890ar unless the Syrian imbroglio were settled. De 
Gaulle has apparently yielded and is repOrted to be returning 
lo London. 

While T\lrk.i.sh leaden have once more declared their 
determination to 6ght if attacked (this time to Mr. Willkie), 
L&val has yielded to German pre6Silte in a decree making 
labor oompulaory in France, and reparta from Fteneh Nortb 
and West Airiea mdicate further developmeote there favorable 
lo~e Nazis. 
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The battle for the Solomons entered a new pbaee thia 1l!it\ 
when Japanese infiltration& by night on Guadalcanallalaad 
were followed by more ambitioU!I enem.y operatiooa wbooe 
outcome is not yet known. Meanwhile the Japaoeae ban 
renewed their land advance on Port Moreeby, and military 
obaervers expect a freeh enemy attempt to aeiae Milne Bay 
These recent Japanese successes, emphasising the techniq~ 
of infiltration, come at a time when Japan's air strength bu 
very notably declined aa compared with her position al lhe 
begjnniog of the war. 

The independent Indian press baa castigated ChwclUB'1 speech on Britain's policy toward IndiA, and cautious 
observers in that country believe that the speech has n!ll­
dered more difficult the course of compromise. Such a 
cou1110 is now being undertaken by a prominent group or 
non-Congress leaders. 

ln Chilla, the Genernliseimo is reported to be attemptinc 
to extend Kuomintang authority in Sinkiang and genen.Qy 
among the Communists of the northwest, while specul&lioe 
continues as to the reasons for the somewhat enigmatic 
Japanese withdrawal in Chekiang, Kiangei, and Kwangtung. 

In Argentina President Castillo is co'ntinuing maneuvm 
which aim to undermine the influence of the United States 
in South America, while President Vargas of Braail is repcried 
to be seeking wider support for hia administration from all 
anti-Axis political groups. 

Sf4lingrad'a B~ Hour 

With the Soviet oommuniqu~s almost daily announcing 
further withdrawals around Stalingrad, there seems little 
hope that the city will be able to hold out much longer. 
Throwing every available resource into the current eft'on, 
the t~o enemies have been locked in a struggle of unparslleled 
seventy. The Germans, with forces estimated at 30 divisiool 
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-'-""" the city, have been bombing communications along tow..._ 
the Volga aa far south as Astrakhan, and have destroyed 
the ~· pontoon bridges south of the besieged city. 
'The defenders have mad? every eJfort to ~nstruet these 
bridges while the Red Air Force baa sent reinforcements to 
the cit~. Now, however, with street fighting already in 
progrESS the attackers are advancing through the ruins 
created by more than three weekl! of air and artillery bom­
bardment. Tbe preee anticipates that Bitler's announced 
broadcast may proclaim the fall of the city, and in addition 
may explain the strategic decisions dictated by Stalingrad'a 
prolonged resistance. 

To the south, after almost two weeks of oomparatively 
alight changes, the Nazis are again threatening several 
strategic Soviet outposts. On the lower Volga a German 
mechanized column has apparently reached the river near 
Seroglazka, about 70 miles north of ABtrakhan. Tbe 
latter however, would probably prove indefensible were 
swm'grad to fall, and the fate of the Volga delta city ia 
probably dependent on the outoomc of the struggle to the 
north. 

In the Grotnyi theater, the Germane seem again to 
have ooglarged their bridgehead aoro88 tho Terek River near 
Mo:dok. On the Black SeA Shore, the Na:is, after com· 
pleting the reduction of Novorossiisk, have evidently decided 
to pause for reinforcements before launching an attack on 
the next port, Tuapee. The mountsine near thia port, 
moreover, offer far better defensive poesibilities than those 
protecting Novoro88iisk. 

Tht Peril of tht Pauea 
Far more serioU!I, however, is the report that the small 

German mountain groups that have been infiltrating the west 
Caucasus passes now command Tsagerk.er (7,626 feet), Naur 
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(9,506 feet), and Marukh (10,594 feet) Pll88e8, weet of the 
Klukhor. Some of theee units have probably renewed coo. 
tact with eA()h other on the T!arui-Caucaaua aide of the macu., 
!&iDs, while the group that negotiated the Tsagerket ia 009 reportro to be within 25 miles of the Black Sea port o1 
Sukhumi, south of the Caucasus. 

Military observers point out that this advance repreeentu 
direct threat to the Black Sea highway-the Russians' <lilly 
line of retreat from the northern littoral-and an iDdirtet 
threat to the ports still available to the Soviet Black Sea 
fteet. On the other hand, there is no evidence that the Ger. 
man units that have crossed the mountains are of any con­
siderable size, and with reports of snow already falling in at 
least one of the Caucasus pa&'le&, their reinforcement may 10011 
become increasingly difficult. 

To tho north, the Germans have counterattacked in !be 
Rzhev aootor. Meantime both here and around Leningrad 
the Russians have resumed the offensiv- apparenlly in an 
effort to relieve Leningrad by establishing a bridgeheM 
acl068 the Neva River, and to reduce the enemy's threat to 
Moseow by eliminating his spearhead at Rzbev. 

Finland'• Grain Suppliu 
Reports from Helsinki now concur in stating that the Ger· 

mans are constructing permanent fortifications in Northern 
Finland-apparently in anticipation of another winter of 
comparative inactivity in this sector. Such a prospect makes 
the Finnish grain situation a matw of crucial importsnee. 

According to data gathered by the Economics Division of 
the Office of Strategic Services, Finland's crop proepect.a­
despite the pessimistic forecasts of mid~ummer-have now 
materially improved. Apparently Finnish fs.rmers will be 
able to moot without difficulty their aood requirements for 
faU aowing. Furthermore, a new German-Finnish grain agJCC-
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cnt provides for the delivery by Germany of 230,000 tons :r breadgrains in. the 12 mon~ha foUo~g Se~tember I, 1942. 
E\·en if the Finnish breadgrain crop this commg year faUa aa 
low 115 390,000 tons (the lowest estimate preeented), the 
delivery of tbe grain promised by Germany would make the 
total supplies for 1942-43 620,000 tons-only slightly lower 
than the estimated minimum total of 641,000 tons for 1941-42. 
This latw total (169,000 tons Finnish wheat, 272,000 tons 
Finnish rye, about 200,000 tons of imports from Germany) 
l!hould have sufficed for Finland's wartime consumption. 

Rommtl Dig1 1 n 
Jn Egypt Rommel has dug in behind the anti-tank screen 

be established after his recent withdrawal, and there are no 
indieations that he pl&nS any early renewal of his offensive. 
Nor is there any evidence that he will \vithdraw any farther. 
His supply situation is probably adequate to sustain him 
where be is. The question of whether a large scale effort 
will be made to drive the British out of Egypt this faU prob­
ably binges on whether the High Command in Berlin con· 
side" this theater of sufficient importance, on balance, to 
divert considerable strength to it from other fronts. Mean· 
while the British are receiving significant reinforcements. 

The COII$tant effort of Allied planes and Briti.sh submarines 
10 disrupt Axis supply lines waa supplemented this week by 
a land, sea, and air attack on Tobruk. In the face of heavy 
opposition, light naval forces and a smaU army detachment 
att.aeked the ba!Je, while powerful Allied air forces continued 
their extremely heavy pounding of Tobruk's shipping and 
por~ facilities. 

BritW. Adl!anu in M adagatoar 
The British advance into the interior of Madagascar is the 

locical sequel to the four months old occupation of Di6goo 
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Suare&. The original occupation, 06ten&bly undertaken lo 
prevent France's major Indian Ocean naval baae from fallin 
to the Japanese, could not by itself protect the vital AlliJ 
supply routes to the Middle and Far East; and it was alw 
doubtful how long the British could confine themselvee 

1~ 
holding this single limited objective. Reports of oontin~ 
ainkings in the Mozambique Channel ind.icated that the 
~a th.reat to U~ited Nations shipping still persiat.sd, and 
ev•denccs or conmvance on ~he part or the Viohy-oontroUsd 
Madagascar government continued to accumulate. 

Tht ilfiliUlNJ Opualimu 

The naval and air bombardments or September 10 foJ. 
lo~ by troop landings at west ooa.st portt-no~ 
MaJunga and llforondava-signa!Ued Britsin's determina­
tion to end this dangerous state or affairs by taking control 
over the entire colony and occupying Tananarive the capital 
high on the central plateau. Imperial forces, f~llowing o,; 
rou.te of the French conquerors or 1895, are directing their 
~IUn effort southeast along ~he main Majunga-Tananarive 
h•ghway nnd have successfully crossed the Betsiboka River 
d~pito damago to bridges and light opposition. Ahead of 
th1s column at Ankazoba there is believed to bo a minor 
concentration of opposing forces. A second British column 
is making its way eastward along the unpaved road from 
Morondava and has reached Ambositra, on the southern 
approaches to the capitol. Meanwhile from Di~J 
British forces have advanced down the east and west eo&&t 
to occupy Vohemar and Ambanja. 

French strength in Madagascar probably totals about 6,000 
me~, of whom m06t are reservists, with only a handful of 
wh1te:'. The Briti!h are apparently mopping up as they go. 
Terra•~ d•~c.ulty increases as Tananarive is approached, but 
no maJor m1htary OPPQ6ition is expected. Latest reports from 
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Vichy assert that the French Governor-General bas al.resdy 
opened negotiat~o~ with th.e BritWI commander. 

The mere poli.emg or an Wand nearly three times the &ae 
of Grest Britain will not be easy. Active opposition by the 
inhabitants is not probable, but the Malagasy are notoriously 
uncooperative, and the native inoollectual minority will 
doubtless try to exploit any dieoropanoies between tbe Atlantic 
Cbartor and the British undertaking to nltltore the colony to 
Franoe. Most of ~be French population, though sorely tried 
by the vicissitudes of recent months, should be reooncilable 
if the British are able to aUeviaoo the present deplorable 
economic situation. In Vichy France the general reaction 
appears to be apathetic, deepite Laval's "indignation" over 
this "new aggressionn. 

Tmrion Baud in Svrio 
In the !A-vant a erial! in Anglo-French relations appears 

to have been averted, at least for the present. Shortly 
before the current British offensive in Madagascar the 
Fighting French in London were informed that, despite 
earlier plans, the British could hardly allow the De Gaullista 
to administer civil affairs in Madagascar, unless De Gualle 
returned to London and settled the Syrian impasse. The 
French National Committee in a telegram to De Gaulle 
urged that the civil admin~tration o£ Madagascar was 
infinitely more important than the Syrian settlement, which 
im·olves merely mandated territory. 

De Gaulle apparently followed the same line of reasoning. 
He bas notified the British that be ~ hopeful of a settlement, 
and is reported to have informed the French National Com­
mittee that he will return to London next week, following a 
trip to Equatorial Africa, where depressed morale makes 
hie presence badly needed. Among other factors which 
probably contributed to De Gaulle's decision may have been 
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the difficulties he hae experienced in aeeerting hia poeition in 
the Levant. He was, moreover, gratified that the Britieh 
gave him advance notice of their plana in Mad•gaacar. B 
abo had a conversation with Mr. W'illkie on Septembet 1~ 
in whlch the latter presumably stated that the United Sl&14!s 
wanted to 800 a crisis avoided in Anglo-French relatioll! in 
the Levant. 

Ample causes for controversy appear to be ahead, however. 
The French National Committee, eager to have De Gaulle 
return to London, may have overstated British remarks 
with regard to Madagascar. De Gaulle as a soldier may not 
easily agree to leaving military control there entirely in 
British bands, especially if the Fighting French are anxio~m 
to make of Madagascar a precedent for future uee. Dt 
Gaulle's departure from Syria in the coming week woold 
mean that he has lost at least the first round of hls strugle 
to maintain his position in the Levant; but for the UnitA!d 
Nations it would mean that-regardless of the merits of the 
ease-a critical situation threatening the rear of the British 
position in Egypt has been averted. 

Turkey Rt4,(firms Her Dtterminati<m to Defend Her lnkgritu 
In lengthy conversations with Mr. Willkie, the Turtruh 

Prime Minister and Foreign Minister reviewed the policy ol 
their country and repeated their determination to fight if 
attacked. They cited, as an indication of their policy, 
Turkey's earlier ref~JW of a German request to transport 
war mat<!riel anross Turkey at the time of the coup d'6tst in 
Iraq-a moment when the military outlook for Britain was 
extremely dark. Expressing their hope for an Allied Victo<y, 
the Turkish spokesmen renewed their appeals for grain, oil, 
and war ma t6riel. Saracoglu evinced particular concern 
over the wheat problem for the coming year. 

Mr. WiUkie apparently was very favorably received. Be 
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enjoyed a good press, and the Turks were impressed by his 
oussion as an indication of American unity. 

British sources appear to show more eoncern about the 
incre&Sing German pressure on Turkey whlcb is shortly 
expected, perhaps in the form o.f demands for transit privi­
leges or the uso of airdromes in Asia Minor. German deliv­
eries of rolling stook and German installation of a telephone 
\ioe from Istanbul to Ankara are taken as straws in the wi.nd 
that bear careful watching. 

Meanwhile the Turks themaelves are believed to have 
00111pleted the largo movement of troops and mat6riel from 
the Istanbul area to northcnst Turkey that has been going on 
!ince July. 

Looal D«rtu Compu4qry La1x1r 

Having failed in every attempt to meet Germany's demand 
for French industrial workers, Laval has now apparently 
deeided to maintain bim.seU in power by decreeing oompul­
tory labor for all Frenchmen from 18 to 60 and for unmarried 
~·omen from 21 to 35 years of age. In add.ition to rational­
iaing industry and increasing working hours, the new law, 
which bears the signature of P6tain as well as Laval, is 
admittedJy designed to provide labor for Germany or to 
execute German economic order&-& fact which the German 
press Oatly asserts. It is abo stipulated that foreigners 
residing in France may be subjected to similar measures. 

Secretary of State Hull has delivered a strong protest, 
warning that the consignment of French labor into Nazi 
hands "would be wholly inconsistent with France's obliga­
tions under international law." i\fr. Hull also condemned 
lhe Vichy government's mass deportation of helpless refu­
gees, and indicated that America's patience with Vichy wns 
wearing thln. Contrary to the press announcement of 
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Propaganda Minister Marion, Laval ha8 never aaked lbt 
United States to receive theee Jewiab refugees. 

Personnd in French NMIIIwest A/rica 
From North Mrie& it is reported that at aome future date 

Laval intends to remove all the important F'r1lnoh officak 
now in that area. Meanwhile the replacement of M. Pient 
Pag~ as tho Prefoot of the Department of Algiers has been 
announood. Pag~, who had encountered tho opposition of 
tho young~:r members of the Ugion du Ancitns Combottm.u, 
the Service d'Ordre de Ia Legion, and Doriot' s followers, will 
be succeeded by M. Emmanuel Temple, a close associate of 
Lnval whom be publicly supported when the latter was ousted 
I rom power in 1940. 

From Dakar reports indicate a general expectation of some 
major impending development. The fact that the Germans 
are so anxious to have Stuk4 planes stationed there is t&im 
as an indication of their intense interest in the territory. 
Although the Germans aro now reported to have acnt only 
one observer to Dakar, Governor-General Boisson apparently 
"ithdrew his resignation only on the assurance that t.bia 
observer will remain for a temporary stay, lllld "in principle" 
lor not longer than twenty-ilne days. The new collliiWlder 
ol the land forces in French West Mriea is General Falvy, 
who is reported to be a collaborationist, ambitious to become 
Supremo Military Commander in place of Barrcau, and~ 
sibly Resident-Oeneral in place of Boisson. 

The New Spaniah FMeign .Minul6 
Shortly after succeeding to office, Foreign :Minister Jordana 

notified all Spain's envoys that no change in foreign policy 
was to be expected. Ncvertbe!C88, he has indicated that 
Spain will henceforth try to maintain a more correct ncutrslity. 
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is understoOd to have stiffened the Spanish committee 

e ged in eoonomic negotiations with the Nuis, and to have ~ised to watch strictly any belligerent submarines that 
prole intc Spanish parts. Apparently he also intends to feel 
: .,.1 cautioualy toward curbing the infiuence of the Party; 
b 1 it should be remembered that the Falangists are still 
s::Oogly represented in the Government. 

From several sources rumors suggest that General Orps 
IliA)' be removed from his post in North Mrioa. Orgaz hunself, however, has stated that he will stay where he is. 

Third !Wund in the SoWmornr 
Allied positions on Guadalcanal Isl!llld, site of our chief air 

boses in the aoutheastern Solomons, are once more under 
bea•'Y attack. While detail8 are unavailable, it is apparent 
that persistent enemy attempts to land small detachments at 
night at unprotected coastal po~ts have ~ successful, 
and that theee points have been rcinforoed. Tbl8 prooeea of 
infill<'ntion bas proceeded quietly for scme time, with the 
Japanese apparently aiming not only to secure intelligl:nce 
but to 1wass and scatter Allied defenders. 

INger operations in support of these units began on 
September 11, when a force of 3,000 Japanese succeeded in 
.-bing Tasimboko Bay, on the north central coast about 
20 miles east of our airfield at Kukum. During the night of 
September 13-14, United Nations' foroos repelled an enemy 
poood:attack designed to capture the airfield. The Japan~ 
meanwhile have stepped up their own attacks, both by &If 
and surface craft bombardment. 

Joponeu Naoal ConcenlratWn 
Japanese naval activity has been notable recently, both in 

the lower Solomons, where their main base appears to ha~e 
boon established at Oizo Island in the Georgia group, and tn 
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the upper Solomons in the Buin-Faiei area (a~ the aoutb 
extremity of Bougainville Island). In this latter a: 
4 cruisers, 12 destroyers, 2 tankers, and 4 large ~ 
were sigh~ September 13. At leas~ one aircrart ~ 
hilS boon observed in this general vicinity very recently, lllld 
there are probably more. Numeroua deetreyens are in 1llt, 
as many 118 26 having been aigh~ in one eoncentratioa o1 
BougainviUe Island, September 6. Probably a task rome iQ, 
oluding both battleships and cruiaere is being uaod in lbe 
current battle. In addition, large naval forces ap~ 
are still on call farther north in the Marehall and Caroline 
Ialands. 

Action at Efogi 

In New Guinea, the Japanese troops which forced a pea. 
sage through the Owen Stanley Range have, after a week't 
lull, resumed their advance toward Port Moreeby. He&VJ 
fighting is repo~ in the rugged eountry around E!op. 
Japanese biiSOS across the mountains a~ Buna have heeD 
attacked repeat.edly by United Nations' aircraft, but &Pil"· 
ently this has not hal~ the movement of supplies ud 
reinforcements. Japanese forces in this area were estimated 
~orne day11 ago at two regiments, one in a forward position ud 
one in reserve, and it is believed the forward elements -
have been reinforced. (A Japanese regiment normallr 
includes about 3,400 troops.) In tho face of superior Allied 
airpower, the supply problem facing the Japanese troops is 
extremely difficult. Nevertheless military observers beliet't 
the drive on Port Moresby will be pressed, and they add that 
a further attempt to seize Milne Bay is to be expected. 

J apanue Air Strength 
During the fightu1g in the Southwest Pacifio, Allied Jliers 

have incroaaingly had the upper hand. In 00nscquence, lbt 
Japanese have apparently eome to rely more heavily upoo 
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b &lower methods of infiltration which have oharaoteriJed ~~operations recent.ly, both in New Guinea and in the ~08. This is strikingly the caae if theee operations are 
compared wit~ the earlier Japanese advancee in Malaya and 
tbe South Pacific generally. 

This situation may indicate an increasing inclination on the 
rtof the Japanese to buaband aircra£~, which they are un­

:ubtedly less willing to "wMte" than manpcwer. Tho total 
st.renglh of the Japanese air force, Mof Auguat 31, is estimated 
by military and naval obeervere at 3,688 planes. Japanese 
6rst.-line strength at the beginning of the war w1111 estiJnated at 
2,600 planes, with tOO pcro~t reserves-a total of ~me 5,200 
ailtraft available for operations. If the two estimates are t.Bed on comparable data, this situation represents a reduc­
tion to date in combat strength of some 1,500 planes. 
!'relent estimat~ do not allow for reserves, since it is now 
..,.umed that initial eatablishments, iJnmediate, and stored 
-rves have been oompletely merged-an indication in 
iL!clf of the thinning out of Japanese air strength. 

Eetimatea of Japaneee aircraft production are by no means 
io ~ent, but the oonsenaus would indicate a poi!Sible 
average monthly output of 525 planes of eombat types. If 
this estimate is correct, the Japanese produocd some 4,725 
combet planes from December througl1 August. Total 
Japan()!e 1068011 would include this number, plus the I ,500 
planes by which total strength has been reduced. !he 
Japru~ese thus would have used up about 6,225 planes wee 
December 7. Aircraft required to maintain the training 
prognun may be estima~ at 1,175, leaving operatio~al 
losses of 5 050 or 560 planes per month. These losses m­
tlude, of ~. not only planes shot down by th~ Allies, bu~ 
tboee which aro destroyed in operational acctdents and 
damaged beyond repair either in combat or accidentally. 
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Indio: Po.Ucript on tk PriTM Minuter'• SfJttdl 

From IndiA a chorus of protest has greeted Mr. ChllldWI's 
statement to the House or Commons declaring the British 
Government's support of the Viceroy and Government o1 
India and reaffirming the Cripps offer or last spring aa the 
basis of Britt1in's IndiA policy. Apart from the GovernlllCtlt­
dominated Delhi Statesman, the Indian press has castigat~ 
the Prime 1\·Unister in unmeasured terms. To the B~ 
Chroni~, tho speech was "an amazing misrcproscntslion." 
Tho Jlf odrru Hindu has referred to "mischievous half trulba• 
and declared of Mr. Churchill: "So far as India i4 conccmed 
he is as dangerously irresponsible, as arrogantly contemptuoua, 
a.s purblind as ever." ln the view of the Calcutta Alllrilo 
Bowr Potriko, "Where Churchill's blunders have failed, 
Roosevelt, Stalio, and Chiang Kai-ehek must Jailor llld 
sueeood by their combined wisdom." 

One observer on the spot adds his own comments. Rt 
believes that Mr. ChurchiU bas underestimated the nwnbtt 
of deaths in the current disturban.ces, and surmises that mur 
provincial ministers will be angry at the implication in the 
speech that they are supporting the policy or tho Central 
Government. Furthermore, he has found no evidcnoo or !he 
fifth-column activity hinted at by the Prime Minister. In 
sum, he concludes, the speech wiU render more difficult the 
task or compromise now being attempted by a group or ooo­
Congress leaders in New Delhi. 

I nlcr-porly N tgoliati.0111 

The statement of this latter group calls for a "natiooll 
go,·crnmcnt, pledged to the support of the war against lht 
&ggret;aors, consisting of reptesentatives of major political 
interests, with complete autonomy in the international 
aspects during the period of tbe ·war and unfettered freedom 
thereafter." The signers of the statement are considered to 
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reB t the width or its support. They include leaders of the 
H' ~u Mahasabha, two of the leading Sikhs of the Punjab, 
~the Moslem Prime Mini8ten1 of Bengal and Sind. 

an Furthermore the Mahasabha has issued its own statement 
d laring that :'the demand for Indian freedom . . . bas not 
~made by tho Congress a lone but by all important political 

tics in the country." Similarly, Sir Sikandcr Hyat Khan, 
i>"~mier of the Punj~b, has affirmed that the roajori~y of 
Hindus sympathize With the Congress, while the Prenuer of 
Sind bas said the same or the non-Moslem League Moslems. 
Off the record, one or the IndiAn members of the Vice~y:s 
Executive Council bas declared that 80 peroent of IndiA s 
people agree with the aims of the Congress. 

At least one of the compromise negotiators, Khan ~ur 
Allah Baksb, Premier of Sind, ~ declared that he. IS now 
convinced that Britain does not mtend I? free J:tdia. even 
after the war is over, and Rajagopalacbanar has_ ~plied as 
much. It is even being said in India that the _British would 
rather have the country taken by the enemy, With the chance 
to win it hack at the Peace Conference, than to abandon all 
hope of recovering lndia by giving it freedom now. 

Meantime, compromiso negotiations ~re st~lled by . the 
fact that Rajagopalachnriar-the one swtable mterme_diary 
to talk with Jinoah- has evidently refused to act until t~e 
Goverrunent has changed its stand. Furthermore, there IB 

some danger that Hindu-Moslem relations may ~me em­
bittered at tho current mooting or the Central LegiSlature. 
A Moslem League member is evidently inten~ to present 
a 1'1!SOiution calling for the regularit.ation of a policy, already 
adopted in certain Jocalitiee, of excusing Mosl~ from the 
fines imposed on the inhabitants or towns where disturbances 
have oecurred. 

• . . 
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TM British R=JiJm 
Deapite the acid criticisms of certain left-wing labor 

n;>embers of ~arliament (inclu~g Lord Strabolgi's ~ 
lion that PI'Cilldent Rool!evelt arbttrate the Indian issue) the 
British Houso of Commons and press have given the Prlme 
Minister their fairly uniform support. The Dailv Maillllcl 
Dailv Ttltgroph hAve gone right down the line with Mr. 
Churchill-the latter affirming that the Congress "&eelll$ 1o 
have enlisted the help of Japancee fifth columnists and cer. 
tninly seeks to stab in the back those of ita countrymen who 
have volunteered to defend India against the aggrll880r." 

The Times is more moderate in ita support. Taking issue 
with the Prime Minister, it declares that the Indian situatioo 
is "full of hazard" and that though the Congress may not 
rc1>resent all India, a settlement ignoring the Congress would 
be an impoS8ibility, especially in view of the fact that all 
major parties in India agree with the Congress in dem~ 
independence. ''The most hopeful symptom of'the past few 
weeks," it concludes, "has been a series of attempts, pstienl 
though hitherto abortive, by Indian party and nonparty 
leaders to find a way out through discussions among them­selves." 

The Manci~Uter Guardian has continued ita campaign for 
conciliation: "While the suppression of disorder is . . . . 
welcome, there will be a deep disappointment in this country 
as well as among the United Nations overseas if Mr. Church· 
ill's statement is to be the last word." Alone among major 
papers the Daily IVorkn vigorously takea issue with the 
Government's whole policy: " . . . . refusal to negotiate 
only surrenders initiative to the enemy and does irreparable 
harm beth morally and materially to the Allied cause." 
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Chunlcing M antw~eTt for Poaili<m in 1M N orthweal 
While the military fronta in China have remained quiet, 

political activity has increased. Chungking is evidently 
eng~~ged in an attempt to extend Kuomintang authority 88 
,.;dely 88 possible throughout the northwest. General 
Chiang Kai.ahek is reported to ba ve been aucceasful in 
oogotiations which would increase Central Government in· 
fluenoe in tho hitherto RuS8ian-<lominated province of 
Sinkiang. Chiang is now attending a military conference in 
Sian at which, according to a reliable observer, he will 
attempt a general settlement of Chungking's relations with 
Sinkiang, and with the Chinese Communists of Shensi. 

Chungking is in a strong position, sinoe the Communists 
ha\'e been suffering severely from the unofficial Central 
Government blockade. Our observer reports thnt Chung· 
king will probably propose that Communist area.s be admin· 
i!tered by the Kuomintang, that the Communist forcea be 
abeorbed i.n the main Chinese nrmy, and that Communist 
leaders should reside in Chungking. He places little hope in 
the outcome of the conference, but, if agreement should be 
achieved, Sian will once again have witnessed an important 
tum in Kuomintang-Communist relations. I t was at Sian 
that Chinng was kidnaped in 1936, and it was after this 
event that the Kuomintang and Communist& originally 
formed a united front. 

TM Mtani119 of 1M Japanae IVuhdrawal in CMI<iang 
Speculation a.s to the significance of the Japanese "1th· 

drawal in Chekiang, Kiangsi, and Kwangtung has been sti~u­
laled by the considerable gains which the Japanese rebn­
quisbed in their retirement (see accompanying map). Between 
May 15 and the last week of July the Japanese bad occupied 
tho entire Hangchow-Nanchang Railway, had cut off m08t 
ol Chekiang from communications with Free China, and bad 
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_,pjoc~ .u the alr6tldo iD the pnm,... '!'bey w -
llohod ,__ aetride the hl&hny iUD<Uoo f1f 11,.. 
tll'q (--.. Kiallpl), dcooJinc 1o the au,_ tloo 
... ollhe bot!« of the two hl&hwayo whltll - li\otioa 
willllheollwr provio- ol...,_,pied CbiDa, aod tlmoa~ 
the Import&~~\ hi&hw•y which runa from N&~>-eb'eac lhroo&ti 
Kan-hoim (Kl~J>pl) lo Shao-kUAD (termiual iD K~ 
olthe Chlncoo held portion of llle Canlon-Bankow RaOwa,). 
Subeidiii'Y drivt'lll nortl'"'ard from Canton and eoutb aoc1 
WNt. from Na.nehAng had mAdo enough progrt~ea ~ be ripe 
for dovelopmtnt. Into further pronp of a major ofrtnelve 
againa-b tbo vital CMton-Ht.nkow Railway. According to 
rcllablo obeorvoro, \he Ja!)M ... Adv&nce of May .July did 1101 
meet. lmporLI.nt. ChinCM retlatanee. ln Au.guat., atiU free 
from aignHie&nt. Chinese Pf"eeiWJ'e, the Japt.Mee feU b.ek 
on Chia~bua, Na.ndtAng. and Ca.nton. 

The IOWid'"' lnl<fll<t"tion of llle Ja- wilhdn.W1llo 
) probal)ly the view l.ba\ theJa-hAve wilhdn.wo-., 

lbrir objedh,. hAve be<n achieved. Aeeonting 1o lhlo ioJor. 
Pft'&tioo, &he .lap&nMe earn~ lbould be I"C!pp'ded • a 
raid iD , ...... dlO•ror the O..ki•nc alriidds w p~uoo~or 
~ &l>d K1anp1 \o'lml of \heir -=ulaled wpPiot, 
will> lhe poaoiblo addillonal pwpooo ol providio& -
...,.,., llalnio& I<>< the Ja- troopo ;,,·oh-ed. The lad 
l.bat lhe J·-· by .. ""'"" Chin-hua, ... holdioc • pool­
.... !rom whleh drh-.. .,.Y be underl&km apina< 11>o 0. 
lciang air!leldo more -ly than from Bangd>ow II -
juati6cation for thiJ thecia. More impo.rtant tupportina t'li­
dtolle, OO.·e'\'t:t, it the faet that. the Jape.neee withdrawal"'* -od by wcll orpnited and l)'ltemAtic loctinc, and that 
'he wit.hdr& .. •il occurred after ha.rveeta were coro,pleted. Tbo 
Jal)ll.nl'IIO have pined enoogh in plunder r.o ofrttt ilio ooeW of 
\he tam1mlgn and \.hey retain an Advantageous posit.ioo al 
Chin-hua. 
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Militarv DeciMn in ChiM Abandon«~ 
Tbe Japanese withdrawal doee indicate, however, that the 

Japanese will not make an immediate attempt for a military 
decision in China. Their retirement in Chekiang and Kiangsi ~ 
demonstratea that they do not int<lnd to develop a major 
offensive agsinst the aoutheastern provinoos and the Canton­
Hankow Railway. Seizure of thisrailway would be as critical 
to Chung)cing and as valuable to Japan liS would be the results 
of any other single Japanceo drive i.n China. It is not likely 
that the Japanese have written off promising preliminariea 
for one major offensive merely to begin another somewhere 

el8e in China. • 
Moreover, there is eome room for the hypothesis that t.iie • 

Japanese withdrawals t!igniry a declt!ion in favor of another 
theater of operations and may possibly give a clue as to 
where action may be expected. Thia hypothesis runs as 
foUows: Japaneae withdrawal has freed airfielda and released 
Chungking from considerable economic pressure (by reopen­
ing Chekiang smuggling centers and by giving Chungking 
access to Chekiang salt and other products). The fact that 
the Japanese have withdrawn their troops at the cost of 
relinquishing air fielda and economic preasure might indicate 
a temporary strain on Japanese manpower. This tightness 
of manpower is only credible if the Japanese are building up 
striking forces for another theater without weakening their 
heavy conoenp-ations in Manchuria (since an attack on 
Siberia alone would probatly not necessitate withdrawals in 
China). The fact that the Japanese have given up airfielda 
in China cloee to Japan may be a clue to possible Japanese 
action ~ the immediate eourcea of Cbina-be.sed air­
power, the Aasam and Bengal ~of the India-to-China air 
route. 
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Continuing Eniqmo in Afan.clwri4 

Although confirmation is lacking, Chinese eources indicate 
that at least one other JapMese division is leaving China 
proper bound northward, preaumably either for Manchuria 
or Inner Mongolia. Tokyo radio, meanwhile, has rela~ a 
statement by the Japanese commander in China, 0eoft1 
Shunroku Rata, which, though the radio reception by our 
monitoring service was spotty, foreahadowed the "merging" 
of Japanese military action with tho Axis war in the west. 

Argmtina Suka 14 Counler Our lnj!~Jtr&U 

The meeting of the chief executives of Argentina and 
Bolivia in the Bolivian border to\\1\ of Yacuiba on September 
17 is the most important of a number of recent maneuvers by 
which Castillo is attempting to di.sputo the political and econo­
mic leaderahip of the United States in Scuth America and tc 
counteract Argentina's isolation vi.s.A--vi.s the pro-democratic 
bloc. These maneuVllll! include caneellation of Paraguay's 
long forgotten 10 billion peso war debt; inauguration of a 
bnmch of the Argentine Central Bank in Asunci6n; sending 
of a military rni88ion to Per11; opening of maritime service in 
Argentine vC88cls with Chile and other west coa.st countries; 
nn invitation to Dr. Parra P6rc~, Venezuelan Foreign Min­
ister, to be preecnt at the inauguration of a new monument 
to Sim6n Bolivar in the Argentine capital; and an invitation 
to President Rlos of Chile to visit Buenos Aires on bi.s return 
from Washington. 

At the Yacuiba conference with President Peftaranda, 
Castillo is engaging in negotiations of a more ambitious 
nature. He is to witness the inauguration of the oonstruo­
tion of a railroad and a pipeline, financed by Argentine capital, 
both of \\•bich will open up new avenues of Argentine-Bolivian 
trade. The pipeline, more likely to be completed success-
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u1l will provide Argentina with desperaiAlly needed fuel 
r y, earby Bolivian oil fields. 
from :ddition to the announced purpose of his visit, !t can 

ed that Castillo will press for further cconoiDlc and 
be~= advantages, thereby competing directly with the 
~ni~ States, notwitbst.anding the fact that th~ ~t.ter ~ 
alreadY been promised the greater part of ~li.Vlll s vttal 
mineral production. The none-too-etable conditton of the 
Pcaaranda Government, beset by a~ute food ~roblems and 
· · 8001· •I unrest offers Castillo a ferttle field, one, mcrcasmg " • f Boli · • { great stral"'"c .;...,;ficance because o vms moreover, o .. .,. -..·- hi .. 
wpply of critical minerals and ita central geograp e poSition ••• • 

TC1&(11'd NaliMI(ll (JniQn in Bra:il 
Return from exile of Brazilian political. ~fug~ residing 

in Uruguay, principal refuge of Boeing ~raziliB:ns, ts strengt~­
ening the movement toward a wartime uruon ?r. all "?h· 
Axis political groups behind the V&rgl>S Adznirustratio~. 
Upon the announcement of a state of war between Bruil 
and Gennany and Italy, leadera who had been forced. to 
flee at various times since 1930 as the result of suecesstve 
political shifts of the prnsent Administration, declared them­
selves unconditionally at the service of P'7-'ident Vargas. 
Many are already on their way back to Bruil. • ~=-

The attitude of the Braailian government toward ...... 
movement was expreased by Dr. Pimentel Brand&o, d~legate 
1.0 the Montevideo Permanent Committee for. Contmental 
Defense: "The President is seeking the cooperatiOn of a~ the 
citizens in the war effort of Brasil and to that end .co:d: 
that he bas no political enemy who cannot agam 

li ·ea.1 r . d ,. "'-'~cantly General Flores da Cunha, ~ po 11 nen . • . "''S'"" . • h . ed 10 Brasil leading oppoetttOD figure SIDce 1937! w 0 ret';"'~ tJ ti a1 
throemontbsago to offer hisservieeem furthenng · >ena~n 
drive against the Fifth Column, enjoye complete fr om 
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despite an lll1!el'Ved sentence of a year's imprisonment Pro. 
nounoed in aNmlia. An announcement that ~dent 
Vargas hlUl granted amnesty to all political exiles, however, 
has not been confirmed. 

A significant and comprehensible exception to this policy 
of reconciliation is tho treatment accorded tho Inwgralistaa, 
Brazil's groen-shirtcd native Fascists. On tho eve of Brazil's 
Independence Day celebration, federal police aiTCStod 40 
membcl!l of tho Integralista executive committee in Rio de 
Janeiro. Rcporta also stated tbat several Communist.s were 
arrested at the same time. Nevertheless Communist exile& 
in Uruguay have taken the lead in offering Vargaa their 
unqualified cooperation. 

Ni<xzrllgUIJn Imbroglio 

Despite the comic opera setting of the near-revolt against 
President Somoza of N)caragua, the arrest of 13 members of 
the opposition Conservative party, including several promi­
nent generals, focuses attention on the latent instability or 
the Centro! American dictatorships in general~~nd tho oppor­
tunities it oflers to Axis agents and sympathizel!l. Political 
ramifications involved in the election of a festival queen 
touched ofl deeJ>er political rivalry which resulted in Somoza's 
halting the affair lind calling out the police who, among otl1er 
things, broke up an anti-Somoza student demonstration, 
sending almost a score of the students to the hospital. 

The &rreet of the COOBervative leaders was probably moti· 
vated more by pcraooaJ rancors and ambitions than by ideolos· 
ical considerations. President Somoza apparently believes, 
however, that they did not refuse the help of Nasi agent.s and 
Fascist sympathiZCI!l, who had capita!Ued on the situation by 
labeling Somoza "a servan~ of the Jew Roosevel~ and ol 
Yankee imperiali8m." Significantly enough, news of the 
frustrated plo~ was firs~ announced by the Berlin radio, a 
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hicb indicates tha~ a clandestine Nasi radio 
ireuJDStaDOO w N. .A Germany 

• th information from •caragua "" . · . 
bad sen~ . e knees of the Somoza and other dictatoflal 

Tbe l~e:C:n regimes lies in the fact that the~ can not 
Centra ular support and hence are constantly~ ~ger 
cowJt on pod·~tat against which their only protectiOn IS a 
of a coup or police force. In addition, social unrost, 
meroonsry army . ·r ~~·~• may 

. endemic in the60 countnes even J. repr"""?", 
sh

1
•
3fo to the breaking point as wartime econollllc stress 

~·~~h·~ larger and larger numbers of ~ploymcnt and food. 
e':.s Somoza and other Central American rul_ers are three~ 
~ from two sides, a situation from which the NaziS 
constantly attemp~ to draw advantage. 
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APPENDIX I 

A WSTORY OF THE AMERICAN VOLUNTEER GROUP 
(Tbo toUowloc I'Ciport wu prepared from au\.bori'-\.Jn touttM b W. 

Eut4!rn Sectloo of ~o Offloo of Strat.eglc & rvioe..) 1 , ., 

Crodh~ for tho lpoct.acu.Lar Iucca~~ of the Amerloao Voluoteer Oroup aldt 
tbo •1Fiylna TiJOfl", 1.1 duo principally l.o ono man, Clalnl L. ObtoRA~I t. Ol "~ 
and LouMI&na, aocordlnJ t.o autborlt.a&ive op1ntoo. Wl~b a.o orp.ol.u!Jon wb: 
ntver at a.ny one limo loclud«< more tbao 2&0 AmerlcaA Ptnoo.oel iA \he 6tld 
t.ad otvtr N mt.D.)' pl.vle~ lo eervice u tbt orl&loa.l 100 Curt" P-W• aDoli411 
t.o \bt.m, Cbcnoault boeame the terror or Ja~ a.Lrmeo lltlac to Aida.. Md 
woo '"' ~~~- blo mea <be lullJ>& srau ... de at <be Cb- ilopubllc. 

In tu b.Wf •vto moolba iD aetioo, tbe: AVG df!ltroted 2t7 JaptM~~ ~~ 
lo oomb&t « Oft tbt pouDd ( wttneeeed &cd. conlnDed) aod .,. .a...o.t _, • ...., 
fll ••prat ........ at a COlt ol ODJr 13 Americt.A pilot.l abo&. dow&, t~ ..,._ ~ 
- (bolleYed 10 ... prioaoen), .... Diae klllod Ia -... 0.. -
- - .. J- ai,... killed, .. -"'-'-'- klllod .. -About 1$ ptrC~tnt cl lbo Jape.neee pJanea ct.e.uo1 ec:t 'ftN tboc. ctow. .. ..w 
CIOID~L. Tbt oY«'-&11 lft&Odal cu;t o1 Lbe AVO wu ... lban U8 Ill .... 
.U NppUed b7 the CbiiMIIe Oo~t.. 

BinA t/ 1M /d>o for •• AVO 

L&te In lt40, wbeo t.bue •a.t~ creat. fear ot a Japane~e drfvt .oul.bward ou 81 .. 
pore, ot:rtaJn A.mo:ricaa n.av.tJ. t.utborit.ies became inteftllt.ed In tho ldtt of .. 
AUierlcan air roroo operalins !rom Chlnete bNM. The BriU.b wert &Yo • .,.,. ot 
t.be potet~tJal value or & tt-rong a.lr force .t.etJvc oo M&l.t..)'a'a ft.anlt. Olt.lr~a ww 
vlt.ally lnW:rNwd. Af~r 1038 &be Cbl~ Air foroe.~, even wlt.b nu.ian he:lp. 
bad bcu:ome 10 weak thM Japaneeo bombers wcro t~W.~In,g tbo le11gt.b a.nd brtl.d\11 
or f'r1.'C1 t'11lna a.llnott at. will and unmolett.cd 

The Jlla.z~o~ lor • KtOUp ol Amerleao volu~t.eer a.lrwen ftgMto1 for China "" 
otfgloally prOP<*!d by Colonel Cbonoault. aod ot.ber lnat.ruct.on wltb &be Aln4rieaa 
air fOC'ttW In Cblna, lOCethtr whh aeveral CN AC pUo&e. Tbelr Joint. Wlot ww 
eMU, .old t.o MadAme Cbi&n&, tbe Oe.bettlieeimo, and Dr. T . V. Sooq, wbo 
comm'-'oned Chtnuult. to etpniJe, t.raiu, a.od eommaod t.be orpnluUoa taut 
ltn.owo N tbe Amtricu Vohaotetr Croup. 

Colohel Chtoaa.ult (DOw BrJc,ad.itr Geou..l) wu • Uolt«i 8W.. Atm7 plol c:o tllll"'d aoct •• , to Chta. Ia 1837 t.o t.rala ChioeM piloU ·-ad.-. 
-wr ..... Laac•-m--......-.bobad......, • -.t"ooV 

at J- - lUid IIOTcholocJ IO'OID the booi ..... at \be __,_ atr 
warlAA~tm. 

Odt,., &4t llt.~~ot, 

N' After • Oal~ Air l.IWoo ha4 f.an.:l to aeeure Americ&.D alr .....,._ Ill 
ovembtr, litO, ~\ Rooe.velt. dc!cided carl.T in le-tt L»t. tbe ~~ 

I .................. LW.ol..-.... blrtt•w.,J&.d. 

• • • 
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1
_, "'- &bo AVO olio< ""'"' ,. cW><o. In ..Sdllloo In ._ il>Jiided b7 lho 

"".Ji..lh<flll"' -lho o-.. .... ~~u...s -~~ooo '""" ~o~ape, -
,.""' ~.- ......., u<1 Lolwloc-

• I• ){Af the JaJ*n., brote tbro!,t&b tbe Cbll:lele Unet &ad made a bea•r ,..w, otl l,il.allio aod Lolwins, au.e.mpting to croll t.~ &tween RJvtr -.nd capture 
hoel~All· Tbe 1uddeno.., and power of tbia drive wu unerpeet.ed, a.od 11. wu 

16 
cont~dert.ble meAeu,.. duo to the AVG't contlnuOUI bomblna aad nacblne­

u&nllll of tM tnVnY'• mMhAnlaod aad motorla.od oolumn. t.bat. the Cbioeet :.C.. able to cooeolktat.t l.btlr po.:lt.lona on the Salween tton' and Mh the ~v~ce. 
Tbt AVO bombed aod ttraltd the Japaneee .oD*ImM t.wo and tbree U.IDII a 
., ffQIIl M.ay .. \0 ~·" 22. 

A\•a acchilliN...,.,. DOt. coo.ftoed to Mrial oombe.\. 8....,00. bombini uwl 
_..,_ ., - -- lortll!od pool<lono, -' ·- ..... .. -· .... of U..ir oomboL _....,. 0.. M ..... 24, 10 AVO -raided 
lM a:ln1r'omCI&t. ChleDpul, TbaU&nd. a\ da.Jbi'Mk a.od burned numeroue Al:btert 
toad boa:lbm: wb.ieb ..-~fUll wumlnc up for a \Uo-otr. Wareboueee., ban1t.eb, 
('f.lltont6tDt., and vehicle~ wm 1-tn!ed. The Japu• tried to avenge thltc ~d 
byau.ckln& t.b6 AVO bwe at Lolwlng, but loet. 18 plaN~, wlt.h no American 10MeL 
On Otl& oocuion two AVO pUou. while oo a rtCQnoa.IM&IICIO rllpt over MouJmelo, 
Buma, dertroyed 16 enem.JJ)lt.net on t.be pound, lo 1pi1A or h8vy ifOUAd ftre 
wbldl allredded Lbelr wlap. Oo anotht.r oeeMSoo four A VG pllou wrpriled 11 
J.,_. Zero l!cbkrt lD Lbe an ol \Min& -oft' eoutb of )loulmtln ..00 deelroyed alL 
1.11 )I•J', fiT$ AVO ~ eew over 400 mDet of ...ououJ110111 eot"mJ' couti'J 
W~Ml:._ haYoe oo \he J..,.,... a1r bMe at B.aool, loclo-Cb.tu. aDd eylaa t.c• 
.. tWr -... bJ fll&b1.. ODe .,oo.. ..... 1oe1. by a.ctJ..trtralt en. 

no-... s~ 
\\'Jtb ooly a handful of ptan•, t.bt AVO demora.lh.ed a much tars.er Ja.p&MH 

•It lOUie operating io n~o~rm• IWid Cblna. In addition to almo.t. • ., equal numbeT 
"'prob.blt deatroyed," .orne 20'7 plaoee wen doftnl~ly tbot. doYm or burned on 
tllt pouod betoweeo December 20, 194 1, a.nd July 181 1~2. The oonArmed 
eomber of pla.oM deatroytd monthly deeUned hom 77 l.n Ja.nu-.rt W) 26 in JuM 
tad J11ly, Tbt l~l number ot p.lanee otflclall1 trtd.lteci to one pilot wae 1$Y. 
,.._. Tm. pDot.e.,. ..ell uedh.ed with deMtOYin& rWM or more pl.&t!M. 

Ia reeop;DltloD or bit acoomptiahmeu~ Coloot:t CbtDAallll wss reftor.:l to 
Mil" dllty wi\Ja l1:M Uahed 8tMel Antsy Air Poroe W'ltb \he ....U ol Bripdtet c...a, a.ocS in Jut1 ... ,uotd oomma.nd ,1ndtor o.nera.tecn·na o1 all uoHect suww 
d fllrflM In tbe Chtoa tbe&ter. 

Colldvtl4!u 
Tbo n:markable 1\I~NII!I achieved by the Amerlca.n Volunteer (;roup were 

d:a to many fae\orl: 
I. Oener-1 CheAnault.- proved a &tnlua In punult tactl4», and a Ltader wbo had 

IM collldt:ote and tteptet ot the CbJ.ntM authorit.t .. a.nd or bit offi«,. a.od men. 
2. Tbe pilow, \«~ aad around Aa4 o1 tbt AVO ftf't voluut.eett •bo 

W Ud ~ a ,_.. or mON o1 tr&inln& f.a ~ .,.eel~ aod wbo 
_.. adteted b7 om_.. wbo btw Urine &Dd tltlnc oooditiaDJ in CbiAa. A 

----.,.--------
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epu., ...,m do - doYdoped, "' • hkl> ..... 
cSoubt. OODU'l~ud. Tbe mu bad <10ddtnce Ia ~- aoclllfp..,. lit 

a. Wbllo ope..U., Ill Cblna lbe AVO hod o.be • 
ARP .,..tom ot wa.mlap. Probably lll DO b3.u:-" ldY&QWr,p ot u. ~ 
i.Daldt FrM Cbloa wtt.bout. ample and det.&iled w otltlwe;re AVO~ M~ 
bowevw, wu not. ava.llablo tn the Burma fl.abt.lnc ar'D tt.e.t!' (TbJe •t.m!Qa ..,._, 
nouty overhtH before tbe A VG took t.c> t.be Air ': enem.r plaa• "'"01'14!1 
ftshttna In IOU\b Burma tbe Avo ehot down a t· leN:~ 0 In their ftrt~ h t....., 
of only live American pflote killed lo act.ion ) ·~e.e pla.oe.at a • 

4. The AVO wM "ttJUm•Unod" maltln 1~ 1 
rapidly from pl&oe co place and ~mmea! ~.~le '~Jll.o• and DWIIl &o-, 
t.bey ha.d moved. o...,. -ooe -ore tbe Ja~ ... kllh 

Retnduc'-Od lnco the Army, Navy, and ~latiM Co 
lath a •r•ttm ot aerl#J L&dle. viDdic:ated b u .... ~·r .. '~' Plttq 1'lctn • Jt.~eM tDem;y. 1 ou _ _, ~~.~~ ,..._lit 

Prirtn'"* Pop.t.IMa c,...,. 
~~1~~~-~~r:-'-"•.-..s.....,..._ .... , ........ 1. m.• 
~-:::: .:::::::::::::::::::::::::::::::::::::::::::::: :: ;;:111 
~~ -····-·-······-·-················ ~ 
Tal ..... ..... ·······--···--········--··· ·······----········· """' 

~=~;::::::: :::::::::::::::::::::::::::::::::::::::::::: E E 
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,, 171 
40,71» 
SS. 421 
ao, 176 
28, 448 
U,l'l7 

Sovl« rWe b .. produced •l.anUloaot. rttulta In t.be Tra~Caucu\ll, Literacy 
ga btHI e,m.aded to abOut. 76 pt-I'Gtnt. ol t.be population, wbUe \.he &roW't.h of 
!Ddultr>' bu brou,h\ a oo011derablt \lrbanl .. t.lon (1039, pereentac:e of urba.D 
po9UI6lio0: Aae:rtJ.ald&bao, 36 .. 2i Oeot!~ SO.l: ArmeoJs., 28.0). 'f'ra».C..ucula 
!Itt almd! given tbe U. 8. 8. R. eom. ot ILl mOlt ct.p&ble luden. Stalio il a 
~ .. it S.ria, bMd of tbt tl. 8. 8. R. Comm1e • ftat of In~rul Aft'&ltt. 
WkoU. U.S. S. R. Co~r tor Food Iftdu.tr)', it u Armenl.aA. 

A'~ ia tU Tro.,..Cotl(lllft4 

01 lbo .....,- uU>ea and -- ol tiM Tn.~-... OGIY tiM o-p.o., 
tM ~ aad lhe A•erbaldabn T'Urb ..,. •u_fklm\ly DUlDft"'CM aocl 
~ ~ «11 have ptOduotcl t'ltOQI aa.dOft&lilt ~tml!lta. 

Ia AI:IDtCI1a, * ehlef n•tfoe•'Ml cwpo.laalloa bM beee that ol tt. De·b=•h 
looadod - R- opp.-o lo tiM 1890'a. Durio& tiM """ period ol 
.~ IDdt~dtnce iD 1tl9, tbe DMlm&b ...,. ~o;pparen\lJ IJI!Ii'- izlt.O t.hrM 
ffoC(ka, .U~tnehaNet«. Ia tt3().2l&o-tkotlA~don aaftd.A.tmtAia 
tro. Tnrk:iah ooaquefi aad ~ br tbe A.aerbf.ld.tlwl Turb. Tbere fo1-
~ 1 I>Mhnak revolt. a,g.U.t tbt 8ov"'- Oowmment, which wu wpp~ 
8iDoe ~ tbDo AnDeni.t. bM DOt. betD vWbi;J t.roub\od by oaUonal moveme.nt.t, 
a!tiKI~.t~.h the DNhnW have eoo\.l.ouod «11 ts.il.\ a.broad, tom by d.ilec1~1on. 
~llll)' of them are (a\'orablo to the Soviet rta'me.. The utre:me wing, however, 
tlftWtly and-Soviet., ~y le:a.M toward Fuellm. 

Ct91,kl a$Cl A..urboidJAo,. 

lo Ceorgl&. t.he Social Democrat. or MentbevUu were the na.tJonalil~ lea.den 
Ia lboo ttrugle a,galo1t. So•le~ coot.rol. LUce the Arment.a.a•~ the Ceofllana ~d 
• briet period. of i.ndepen~oot &hat. ended when the Sov~t. roroee t.ook cootrol iD 
Uucb, 1921. Tbe Oeorstao na'Sonal .. t movemeo~ ooolinuecl \0 es:ilt undu 
40¥tf, boqve;r, and from tlroe t.o Ume the Bo•Stt aut-borit.itl aup~ lu ploe;e. 
S.'ftfal GeorglaA le&den were reporwd e~ttul*i Ia tbe pure• ol Ul3647. TIM 
IIOftC!IeG.t bM ap~oUy eeued \0 esM wlthbl tt.. SoriK Ualoo, akbou&b 
l«d poiou ot OeorcJao MtMbe'rik oppoeldoo to \be SoYitt ~ m&J' ui1t 
"-d. 
The~ Twb COIDbi.Md MtiooaUim aDd Motaem raaatk:iD to the 
~t led by \be )(.._,.., Pan1• Aatft lct•h.a.o bad • W ptdod Ullldet 
lkitWt prot.cdioo, wltkh t:DCJ.d to 1122 • bea lbe So-rid. recftiM ..u ••Nielw' 
Sitee tbtD W su.t:.loDalllt monm~a\ bM loft mudl ollt.l power, &ad c!iadordoo 
fi'CIItltlia.auroo doct uot.llppt&l' Lmm.I.DC!aL A a artlde lD lhe No«t~W Deil1 NIYII 
ol Ftbruuy a, 1942, In wblt.b tbe eblt{ Mc.Jem ~ ta the U. S. S. R. wp:l 
~ faltt4QJ to cany OD t.be fl&ht aptae·t W. lava.dert, wO\lld wpte.t thl.c. . Lbe 
l.ta.J,em ehlet• iD the ~daha.o Re-public ..,. ~1a111 euppori.Lnc tbe..,. 4011.. 
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S!OIIl:l' 

n. I'N6U• of Ma..., Mwol• 
who. ... ~o •• u .. aoc1 ~~,.,.... ._.,. po~u.u, ~ t.o ._........, 

other faetot'l tend to preeervo or iDdutJe &ood morale. Our'lq ..- *t,...,. 
Sovie-t r\lle Ia the T rtJli.-C.ueuu.t, the indodrloatloo of tte popula.\lo• '- ta.! 
lhoroulhloflll• ln 1040, 63.1 pereent of the wbole populatloD ot tht c.ue.... 
OOI'llilted ot J)dnKIIll not over elabt yea,.. of age &t tbe Ume of t.bt R4i•otuUoo·?i 
percent. wero no~ older than 18 In 1917. Tbe.e rilln" l ttltra.tlone form d.. 
b.a.ekbo •~ of 8ov1et ttrtiiC"\b In the Traos-Caucaaut. 

~'urtherrooro, In the event of an lnvMion of Tran ... Oaueut&,, tbe 0.0~ 
Atmenl&rl•, and A.atrbaidaban Turkt would be fightlos for 'belr bom., Ia u,. 
areu of Rullltalnvaded thu1 far, the J)eOple u & whole IMOl ftrmly OOOYIIIeed ~ 
they •rt fl.ghtlllC aplrut aa unpriodpled aan-or Ia a war t.bat ... fOrttd Ul* 
tbem. 1"be Oe~n• th4m.te"Jve. have repeatodJ7 tee\il!led to lhe lw.rtct -, 
Mv• tD.COU.Dtertd from the people of the Occupied ~ 1"btrt lllltU. ,._ 
t.o doubt tbat. uoder -.bt ,,,_ ol iGva.aion a Ytrrlup put ot Lbe IU&bluw .. 
tht Traot-CiaUNMU would follow tbe eu.mple ol tbe So•* ~ (for-.. 
tbt Uknlnla"' u wtU u t.be C rtt.t Ruaslalls) wbo ha "' .rre.d7 rtllt&td • K .. --· SiDOt tbe GermaN trofil!led t.be Don, bo~Yer, ftpol'U ot lo~ .,. ..... 
Sot1et. 1-. M.,. beta f&Jrlr frequuc. Tbere II oo doubl tt.at tlile a-. 
huewl"eredWtettiJlD 14 montblol def~ &Del~ war-~-­
to .,...,.. tt tbe mDJu.ry a:ituat.Soo coa:c.lfluee t.o ~w. def.U. _, 
&p&tbt 111.17 In~ Sudl a wW..en.In& of lDOf'tJI ml&bt ""' llO opportu:kJ 
for latent natSoulllt &ad rt:ll&fout tDOTemettw ill tbe 'I"rt...C.u(IIIUI ~ btS)I 
t Ub\'enlvta.et.I'VIt)', evea e"tnWt.lly in the open. Nevmb~. h. ltftlrt7 Oll'WI 
tb•t the people ol tht 'l'rana-Caue&eue ca.a bo counted upon to ftabt "~ 
q:alnat the lnvt.dert for a cooaiden.ble t.lme to oome. 

Notlo"ol CfMpotih'()ll ~/ ll•• ?rou-Cauec.tu• 
Tho population of the Trao .. Cauea.u• ia ex~ugly beterottntoUI, with &u7 

111'11111 ltolated pcop1et tea.ttered a.mong the ot.btrt. 'l'here an~, howner, In 
prlndpa.l &rO\I J:~t: 'be Oeor&lane, T urD, A.nneoJa.ta, Jndo-lraalar~~, and I* 
l:UI'Ot)e&tll, 

CfO'ffon_, t.ftfound chW!fl y In the Oeorg:i&o Rtpublic, al!.boo.gh tbtJ&I'Itc-.tWM 
0\'t:r tbt whole rtc:lon. Smaller lfOUJ)I of Oeo~aM ..,.. tbt /.......,...,_ tilt 
Gurieu, tbt .Ui,.,..liGIW, &Ad teYmU ol tbu:malJer mounLIJ.a tribt'lollMC.Olnl 
0.\ICMUI (KAnnln, 1\i,A.,, aad ~ . .,). Tbe S«aJWiiGIW, OD tbt ICMUb.,. 
of tbt m.a.la C.U.O..ua. &od the A6Uuio:Af.. a re ..z.o, o.or,~ao~. 

The 1'\irb Uve m.aloi.J In A~ RepubU~. a!thoucb ...U IJ'OVPI"' 
fouod M&t B&lu.mt. on. llr..w•&eu are COIUid lo tbe Alaw'olao R.puble ... II 
- ot 10. dtloo, -~ TbilW aod Baku. Amolll tho JDdo-1,_ ~ 
IIIOil •-raw ..,. U.. K •nt.. In A.tmenia. &Del tho OMINJU. Tbett ..,. ....... 
Glhtr ...U I'OIIPI ot lact.lrania.as. 
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Opera tor: 

f!MJr: 

Oeoar Cox: 

HMJr: 

C: 

RJ.!Jr: 

C: 

!ll!Jr: 

C: 

f!MJr: 

C: 

KMJr : 

C: 

'D!Jr : 

C: 

li)(Jr: 

C: 

RMJr: 

C: 

I!MJr: 

C: 

Go ahead. 

Hello. 

Hello, Mr. Seoretar7. 

Sept .. ber lS, 1942 
9138 • .•• 

Hello, Oscar. How late did :you work laet n1ghtt 

Oh, earl:y. We quit at eleven-thlrt:y. 

Oh, well. I-I'm too old t or these mid-night 
eeances. 

Well, I would out it the o ther wa7- 70u1 re much 
brighter end get th.lngs done much teeter and eo 
:you don't have to work like these l&W7era who 
don 1 t - who t ool all da7 and then start working 
at nig!:lt. 

When did :you transfer t o the State Department? 

I - I never did. 

I see. 

I wonder it Lubin and I could oome over and aee 
:you eometime this morning. 

Lubin and you? 

Yeah. 

Oh, I'd b~ honored. 

Well, • can we .••. 

ten- th.1rtJ7 

That would be wonderful. 

Ten- thlrt:y. 

We'll be there. 

I ' ll be honored. 

Thank :you. 

• • 

Regraded Unclassified



·. 

I!I!Jr: 

Drew 
Pear eon: 

P: 

KMJr: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

RMJr: 

N.r. Drew Pearaon. 

Bello. 

Mr . 8eoretaryt Drew Paaraon. 

Yea, i n peraon. 

How - how are JOU feelingt 

OkaJ. 

Are J OU bearing upt 

Whatt Oh, eure. I' a not one o f thes e fellow• 
who 1 e hanging raJ head. 

Well, I waan ' t worried about JOU. 

No. 

Say, I wa~ted t o aek you - I don't want t o quote -
quote thie, but I - I - Hsrold Iokee bae been 
etoraing at rae becauaa I indicated that the Rueeiane 
had been held up in getting aome oil r eflneriea 
whioh theJ wanted diamantled and taken to Rueda, 
and the queetion o f r oyaltiee paid to Standard 011 
1t inYolYed, and I - I t old him that eome of hie 
men were bDldlng it up. 

8oaa wbatt 

8oraa o f h1a men wer e bDl41ng - were - were - a lot 
o f red tape l n there, and ha ooaee baok and he 
d14n 1 t aa7 that 70ur men were, but he i ndicated that 
it waa oYer i n t he Traa•Ur.J a ncl that Procurement 
had it, and &nJWay I wondered Who 1 a holding it up. 

Well, I •••• 

I know damn well JOU both ar e in faYor of aid to 
Rueda. 

No . !be atory 1 a a YerJ ei.ple one. Laat MondaJ 
the;, t1nall7 gan ua the epeoifioat1ona - hellot 
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P: 

I!IIJr: 

P: 

fii(Jr: 

P: 

IIIIJr: 

P: 

IIIIJr: 

P: 

IIIIJr: 

P: 

RMJr : 

P: 

IIIIJr: 

P: 

P: 

- 2 -

Yea, 7e1. 

We onl 7 got th.ea th1a 1Con4q. 

I us. 

And - !rom the Ruuiana. 

Yeah. 

125 

Then 1n these specit1oat1ona, th17 - th17 epecit7 a 
certain pr ooeee which would colt thea about tive 
m1llion dollara in ro7altiee. 

Yeah. 

And we van tad to sake eure tba t there waen 1 t aDJ other 
prooeaa which the7 could get which wouldn 't coat thea 
anything. 

Oh huh. 

There ' •- the independent oil people are ua1ng a 
prooeae which doean 1 t coat thea an7thing. 

That'• it. Yeah. 

I - and we aeked Iokea1 people t o adviee ue whether 
th1a wae the right pr ooeaa and whether there wae aDJ 
ot her. And t o the laet date I haven't heard. See? 
Ballo' 

Yea, 7e1. 

Then because I have t o get throucb - I aean I'll tell 
10U the taote, then ve oan 1ave - then I - I ckes 
called ae up all excited - I d1dn 1 t k.nov what about, 
10u know, blaaing ua, and I had the Ruee1an General -
the Aviation General, 70u know, the head ot the 
111u1on down •. •• 

Y ... 

• ••• and I okee was out ot t own and I had hie Under 
8eoretar, over here. 

Yeah. 
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ID(Jr: 

P: 

HMJr : 

P: 

!DIJr: 

P: 

Bl!Jr : 

P: 

RMJr: 

P: 

HMJr : 

P: 

lll4Jr: 

P: 

RMJr: 

P: 

HMJr: 

126 

- ) -

And we went into the thine t or an hour. Well , ae an 
up- ehot ot that, what I aucaeated waa that in addition 
to l etting thia - I think the:r oall it 0 . P. C. , don ' t 
the:rt 

Tllat1 a ript. 

Wh7 no t let t he Bureau ot Minea take a l ook at thia, 
beoauu t he:r were no t - :rou know - bad no l n tereat. 

Yeah, :reah. 

And the up-ehot wu that the:r would, both t he Bureau 
ot Minee, whioh bad neYer been aeked betore • ••• 

I ..... • 

•••• that wu the tirat t lae an;rbod:r had uked th .. 
to. 

I t ' • a good ldea. 

And after all , I ti,ured t hat the:r were non- oo .. erolal. 

'l'ha t • a r1pt. 

.• •• to reY1ew thia t hing, and I a aked t or an answer 
th11 week, and Abe r ortaa proaind ae one. 

Well, that' • - that '• ewell . 
0. P. C. bo;ra kept telli ng a e 
Prooureaent , but I • •• • 

No, no, no • 

Tba:r - tbe:r - tbe 
t hat it Wa l OYer 1ft 

•• • • but the Ruea1ana 1nd1oated tnat tbe 0. P. C. 
t ellowe were holding 1t up. 

Well, 1 t 'e juet that we - we et1ll haYen't got an 
order. 

The:r - t ha:r preter t he Standard, but t he - the 
Standard, ;rou know, neYer took 1 t a patent• out 1n 
Ruea1a. Tbeee - the• • - the - 1 • th1a t heraal -
theraal • •• • 

Soaethinc. 
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P: 

IIMJr: 

PI 

HMJr: 

P: 

IIMJr : 

P: 

IOIJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

l!MJr: 

P: 

HMJr: 
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•••• ther .. l oraoking prooaeet 

Soaething, I don't know. The71ra - the71re buJing 
groupe ot aaohiner, to do t1Te or eiz different 
Jobe . ... 

Yeah. 

• • • • bu1; there '• one thing Whioh would ooat thea 
tiTe aillion dollare. Vall, 1t ••••• to ae that 
that '·• bad bueineu, part1oularl7 where there 1 , a 
group ot independent oil ooapaniae that haTe a 
prooau that the7 - that wa could get tor thea and 
it doeen1 t coet thea an7th1ng. ~t leaet •• •• 

Well, that 1 e what I hlt. 

Vhatt 

Tbat'e what I felt. 

But ae it etanda right now, I 1a waiting to hear 
troa the Bureau ot Kinee, and who haTe-- t or aoae 
strange reaeon--haTe neTar been aeked in on thie 
before, and vho· haYe the people. 

Yeah. 

And it the7 baTen' t, the7 know where to get thea. 

Well, I think that'• a ••ell idea. 

VhaU 

I think - I think 70ur idea 11 an excellent one, 
t o haTe the Bureau of Kinel in there. 

But I didn't know whJ Harold got eo excited. Mow 
I know. 

Well, I - I bad eoaething on the radio that - that 
he wae - I didn ' t ea7 he pereonall71 but hie - one 
ot - one ot hie Standard Oil aen wae - wae holdi ng 
it up. 

Then I told thie General - I oan 1 t reaeaber hia -
J OU know the ATiat1on General, the head of the 
Purohaei~ Kieeion - I aaid, •we oould go ahead and 
order thie toaorrow, but •••• • I eaid, • ..•• I take it 
that it we oould aaYe J OU t1Te aillion dollare, J OU 
would l ike 1 t. 1 You knowt 
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P: 

HJ!Jr: 

P: 

HIIJr: 

P: 

!DIJr: 

P: 

!DIJr: 

P: 

- 5 -

Yu. 

And eo be allowed he would, and - and Abe rortae 
llu proaind ue eo•tb1ng by the end of tbe weelr.. 

Well, that'• ewell. 

He baen1 t been in it before, but~ wae glad to baTe 
him 11 t in on 1t. 

Yeah, Abe 1 e a good aan. 

Beoau11 he lr.Dowe all tb11 baolr.(round, and he ' e got 
hie own euepicione too. 

Yeah. 

llbat' 

You bet. Well, I'a glad be bae. Be11- he'• pretty­
~e 1 1 pr etty wide awake. 

H!!Jr: Yeah. But be - 1 t wae a new etory to b1a, and I 
aean, th1e tb1ng, but he bad h11 eulp1o1one and -
Juet the way I baTe m1ne. And eoaebo4J 11 trying to 
eell a epeo1al prooeee to tbeee people. 

P: 

H!!Jr: 

P: 

RKJr: 

P: 

Rl!Jr: 

P: 

Rl!Jr: 

Yeah. Well •••• 

But that1 e - now how muob of that are you going to 
Ull' 

I don't ;hinlr. I'll use anytb1ng. 

I Itt. 

I'll tell you vb7· I - I 1 TI alreadY aade &1 point. 
I ea1d that they were being held up tor t1Te a1111on 
dollare - I ea1d tbat on 81lnday. '!'bat 'e the tb1ng 
that Barold1 1 obJecting t o. 

Ob. 

And • • •• 

Well, the etory ' e Juet the way I told 1t to you, 
Drew, and • • •• 

Regraded Unclassified



P: 

l!liJ'r: 

P: 

I!IIJ'r: 

P: 

HIIJr: 

P: 

HMJr: 

P: 

BliJ'r: 

P: 

HIIJ'r: 

P: 
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Wel l, I don't think I'll - I 111 walt until J OD 
rellowa iron 1t out, before I write &nJthing. 

129 

Aa a .. tter ot taot, when the RUae1ana began to get 
aoaething laat X.roh, 1t wae entirely due to the 
bell I raised around town. And then t or awhile 
etutt aoYad, and the - the7 - our Prooureaent 
Raotion d1d a aarYaloue Job t or the Ruaa1~a. 

I ltJIOW tht7 d1d. 

And I - 1t waa I who went to the Preaident and got 
h1a to g1Ya me this little oh1,, 1n wbloh 1t &&14 
that the Ruu1an thing ooau tiret. And up to tha t 
t1me no thing bad .oYed. 

Well, I d1dJI 1 t ltnow that. 

Wbett 

No, I 41dn 1 t know that. 

No, I - I wae the tallow that went to the President 
and got him to giTa me a little pieoe or paper and 
eay t hat their etutt ahould come ahead ot eYerything. 
And then up to that tiae- that- there was &·big 
loee t o t hat oonToJ, you know! 

Yeah. 

EYerything really aoYed. I aean, they Jus t had -
New York and Philadelphia and B&lt iaore wee 
flooded with eh1pe. 

Well, "7ou ahouldn1 t bury your candle under a buahel -
a buahal . 

Well, JOU know, I 1Ye been here n1ne year• and I - I'm 
afraid that I oan1 t ohange. But that - i t wa a - 1t 
waa the tirat ten da7a or llaroh that I went to the 
Preaident and then, oh God, I mean Nelaon and eYery­
body, "What doee thie meant Tbie ie go1ng,to upaet 
eYerything,• and I eaid, •wall, 1t you don t like it, 
you oan go and aak the Preaidant. Bere it ia in 
writing.• I had it photostated and eent 1t all 
a r ound town - Maritime Oomm1ee1on , eYerybody got a 
pho toatat. 

Good. 
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BIIJr: 
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RMJr: 
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OOr: 
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HMJr: 

P: 
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- 7-

Y .. h. And the intereaunr thine wa 1t vaa 
written on 80118 old paper that ha had -
•Aaaiatant 8eor8taJ'7 ot the Jav7' · 

Oh, real17t 

Yeah. 

(Lall8h•l 

Yeah. But until than, up until that Uae, JOU 
know those big loeaea - the atutt reall7, tor 
the t1rat tlme, it t lowed out ot hare. 

Jo, I - I 414n't realhe that it waa that alow. 
Tbat1 a t errible. 

I 414n1 t realize that it was that bad. 

No, 1t wasn't unt11 - oh, about along the tenth 
or eleventh or Maroh thet I got th1e ohit, and 
then th1nga went and Procurement Juet had everJ­
bodJ - Army, ever)'bod)', up on their ear, and uUng 
them go to town. And the etutt we got - we loaded 
mora ah1pe there •i n three mon tha then t he7 loaded 
before 1n a whole 7ear praot1oallJ. 

ICJ God! 

Yeah. 

Well, I - I - I' • not going t o uae an, ot th1a 
etutt , and- I don't think at all, but I just 
wanted to aee •••• 

Well, J OU wanted to oheok. 

I wanted to aee 1! I vas 1n error, and I don 't 
th1nk I was. 

No, I don't th1nk J OU were ver1 muoh 1n error. 

And - all r1ght. See 7ou, Mr . Mor genthau. 

And- 1n the 11atter - the ve,J 1t atande, we're 
va1t1ng r1ght nov to hava 1t rev1eved b7 those 
two separate bureaua over thara. 
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HKJrl 

P: 

HKJr: 

P: 

li!I.Jr: 

P: 

RMJr: 

P: 

- 8-

Yeah. 

And until ve ,hear troa thea- Vb7, ve're- ve're 
vaitins. 

Yeah. 

And I thought bringing 1n the Bureau or Kines vae 
kind ot cute. 

I think it's an e~oellent idea. Tbe7 1ve got eoae 
good •en over there. 

13t. 

Sure tbe7 have, and Vh7 tha7 vould aide-traolt thea 
an7Va7, I never underetood, and brought i n the 
Standard 011 crowd. 

Well, I bad a long talk vitb I okee 7eeterda7 and 
told - and I told ha tba t I thought be vae aalting 
a hell ot a et1nlt b7 truet1ng all tbeee oU •en. 
He'• got to have eoae oil aen around, but •••• 

Well Vh7 doeen 1 t he uee the Bureau ot Kineaf 
The71re a good orovd. It'• juet like I use Prooure­
aent. 

I don 't knov. I don't knov wb7 be doesn't. He­
he thinlte vell ot the Bureau ot Minee too, but I 
never talked to him about that. 

JIIIJr: Well, the da7 an,bod7 1n thie t ovn gete an7th1ng 
on Clitt Xaolt over in Procurement, ther ' ve got to 
be prett7 good •••• 

P: 

HMJr: 

P: • 

• 

Yee. 

•••• beoauee he reall7 ie- I mean, there 's a little 
organh.ation vith- bu7ing th1rt7 million dollars a 
da7 - eo it isn't eo little, teet Mobod7 knove 
about it, nobod7 heart about it, and ve haven't got 
a dollar-e-Tear man in the whole Ood damn e.hop, and 
we go ahead and ve average thirt7 million dollare a 
da7. And ve Just deliver da7 after da7 - non­
m1litar7 and tor lend-leaee- that'• vbat we do. 
All are non-ailitar7 or l end-leaee, and the7're doing 
a beautitul Job over there. 

I didn't- I didn't realize tbat • 
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RXJr: 

P: 

HMJr: 

P: 

!ll!Jr: 

HI!Jr: 

P: 

HMJr: 

P: 

!IMJr: 

- 9 -

Th1rt1 a1ll1on dollara a da7, 11 wbat the7 
average. And tbe7 go to t own, believe ae -
and no dollar-a-Jeer aen 1n tbe vbole plaoe. 

Well, I've alWAJI aa1d tbat JOU - that JOU 
were tbe beet exeoutive in Waehington. 

Well , take a look at it aometime, and •••• 

I Will . 

.•.. it'e a n1oe little organization, and it 
ebowe what can be done b7 people wbo ha•e 
got tbe1r beart in tbe rigbt plaoe, •nd ••.• 

Tb8nke ever eo auob, and I'a - I'm eorr, to 
botber ;rou. 

No, it'e- you - ;rou touobed a warm epot. 

All rigbt. 

'"ell. 

Tbank you. Good-bye. 

Good-bye. 

1.32 

.. -
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PETROLEUM COORDINATOR FOR WAR 
W.UHINCJTON 

SEP 181942 

117 dear IIJ', secret.arro 

to rl .. o! Uta ....-ioua queet1ooe which baft recentl.J' ariaen 
relatl.n& to the ettorta o! rq O!!ica to a.aaiat the Ruaaiana 1n 
1ecur!Jl& e<tuipaent and procMaaa tor the cooatrw:tion and opera.tion 
ot ratineri•• 1n the Soviet Union, I wioh to aka cl&&r !or JOur 
1ntor.ation t he tunctiona and r aapone1b1litiaa o! ~ O!!ica 1n 
coMection with theaa nagot1&t1ona . 

Prao the ouhet, we beve endeevored to beve ada available to tba 
Rlati&na all- the technical 1ntorut1on poeaeaeed by Aurica.n ca.pani .. 
which ~t aaaiat the Ruaaiana 1n an:t wq 1n a&lectin& thoaa proc ..... 
&lid e<tuipoent ·.....t auiteble to Mat their needa . lie beve aa......S no 
rupone1b1l1ty wbeteoever !or the a&lection or tUJ¥ particulu e<tuip­
.....,t or process since we beve believed tbet theaa were aattera tor 
tbe R.aai&na th-.&lv .. to decide. Such aalectiona beve bam •d• · 
eolel¥ by the Ruaeiana and not b7 ua, aa our !ilea oh001 and aa I know 
they t h.,.&l vee will coD1'1rll. 

With reepect to the colt ot acquiring either the right• to uaa, or 
the engineering a.nd tecbnic&l data and aaeiatance neceeea.rr to con­
ttruct the retinariea and operate the procea .. a .. lected by the 
Ruaai&na, theee ere t1nanc1&1 and legal question• tor Lend Leaae and 
Trelaur, Procur-.ent 1n which rq O!!ic• baa no 1ntereat. lie are onl7 
anxlo... tbet wb&taver &rr&n&•ent• JOU and Lend Laue u:t decide upon 
be -ted aa quicklJ' aa po111ble 1n order tbet the Ruaa1an re<tuira­
llllltt abell be at1at1ed at once. 

lie •bell be bappJ, ot courea, to continue to pro'ltda JOU and tba 
ropreuntttifta or tba Soviet Qoyal'I'IIUDt with an:t technical a .. iatanca 
which 01&1 be needed. 

Hon. HtnrJ lior&entheu, Jr., 

Secret.arJ ot the TraullrJ. 

' 
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~D. loDJ7 Morpatlln, Jr. • 
Seorot aJ7 ot tbo !roa1ar7, 
Vaoh!Dcioa., D. o, 

.. 

loorotaJ7 ot tho latorior. 
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GROUP 

Present : Mr. Bell 
Mr. Gaston 
J.lr, Buffing ton 
l.lr. Sullivan 
l.lr. Haas 
Ur. Gamble 
!llr. Blough 
J.lr. Schwarz 
Mr. Odegard 
Mr. Paul 
Vr. White 
Llr. Charles Bell 
Mrs . Klotz 

September 18, 1942 
2:15 p.m. 

H.M.JR: Thi s is mainly a meeting about five 
different things to Mr. Paul. 

MR. PAUL: That is good . 1 am wi thout anything 
to do . 

H.U. JR: V~nderful . Mrs. Roosevelt wants a 
simple explanation of til! Ruml plan and wants it by 
tomorrow morning. (Laugh~r) 

MR. BELL: Does she say anything about the Paul 
plan? (Laughter) 

140 

MR. ODEGARD : 1 would suggest a general circula­
tion of that . (Laughter) 

llR. SULUVAN: That is a good idea. 

H.'M.JR: Peter, you sound like Elmer Davi s . 
(Laughter) 
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MR. PAUL: Why not play that record to her? 
(Laughter) 

:141 

H.L!.JR : Does that make sense to you, that 
note from the President? (Memorandum to the Secretary 
f rom the President handed to Mr. Paul.) 

If it does not, ask Mr. Hull's secretary what 
it means. 

MIL PAUL : Not very much. 

H.li . JR: You might call Hull's secretary. 

And third, take that and I will explain it to 
the g roup. (Memorandum dated September 18, 1942, 
entitled "Price Legislation" , from Mr. Oscar Cox, 
handed to Mr. Paul.) 

1Ql. PAUL: I thought you said five th ings. 
(Laughter) 

H.M.JR: I have got to leave here at two-thirty; 
otherwise they won't get me up to LaGuardia airport. 

This is very much in the room here. It is kind 
of a sad story, but I want to tell Paul and some 
other• s. 

In t he fi rst place, last night at eleven o'clock 
Sam Rosenman wanted me t o cane over to t he White 
House to gossip about this bill . I wen t over at 
eleven o 'clock last night. 

So Oscar Cox and Lubin walked over here this 
mom ing to show me some thing they had put together. 
The President has sort of left Hopkins and Lubi n 
and Cox and Rosenman watching this bill , with nobody 
really in charge. They are in hot water; and so the 
thi ng is in an awful mess. 

• .. 
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Now, I made them a suggestion. I1' no thing 
happens, there is no use telling about it ; if some­
tht ng happens, I wi 11 tell yoo. about it , 

But the main thing is that there is a draft of 
what they like about the bill and What they don't . 
1 want you to read it, and the people in your shop, 
arxl if there is anythl ng--

J.!R . PAUL: \Those is it? 

H.M. JR: 1 t is Oscar Cox' a, and if there is 
something in it - if anybody wants to see it, just 
ask Paul and he will be glad to let yoo. see it. If 
anybody 'llbo is interested in this legislation, even 
remotely, and wants to see it, talk it over; and if 
you have any sug~estions for Oscar give him a ring . 
Wha t he was talklng about was some thing on bow to 
handle t he thing with the members of Congress , which 
is something else . But I made him a suggestion . 
There may nothing come out of it . 

Is that clear? 

14R. PAUL: Yes . 

H.ll. JR: O.K. ? 

lffi. PAUL: Yes. As I unders tand it, we are to 
look this over and pool any suggestions and give him 
any help we can . 

142 

H.M.JR: That is right . I mean, that i~ an 
analysis of the bill, and if you don't like t t or 
don't think it is good or if you have any suggestions 
of your own, you are t~ call him up . The whole thing 
is pretty sickening . 

JAR. PAUL: I might tell you in connection with 
Llr s . Roosevelt • 8 request f or an explsn at ion of the ,.. 
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Ruml plan - I don't know whether there is any con­
nection - the a t torney for Mr. Ruml came down 
yesterday on the train with Judge Rosenmen , and 
he repor t ed Judge Rosenman as saying t hat he could 
not understand the Treasury' s objection t o the pl111. 

H.M.JR: Rosenman said tha t ? 

JJR. PAIJL : Yes . 

H .~ . JR : Well, when you send an explanation to 
~s. Rosenman send one - 1 mean to llrs. Roosevelt, 
send ate to Rosenman. 1 am getting my Roosevelts 
mixed up . Well , send i t to the liosenman-Roosevelt 
group, fill yway. 1 wi 11 leave it up to you . 

MR. PAUL: May I make a report on one !Jther 
thing? 

H. J.I . JR: I have got--

MR. PAUL: Sixty seconds? 

H.ll. JR: Barely sixty s econds . 

Wk. PAUL: I had dinner with La Follette last 
night, and he is going to pick a fight on the Floor 
on a lilllited number of points . He wants to know 
whether we have any objection to his advocating the 
spendings tax but not letting it ge t to a vote -
withdrawing it before it gets to a vote. 

H.M. JR: I don't understand that kind of 
language ~ 

MR. PAUL: He does not want to have a vote 
against it because he is for it, but he wants to 
give it a li t tle push and some publicity. 

MR. BELL: He wants to get it i n the record. 

143 
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MR. PAUL: Yes, get it in the record and ge t 
some publicity . 

MR. BELL: That is right. 

H.M.JR: Isn't that 'lilat is known as a "hit and 
run" -- (Laughter) 

l.IR. PAUL: But he Se.j'S 1 "I don't wan t it to 
come to a vote. I wi 11 withdraw it . " 

H.J.I.JR: Y.hat do they call it when a fellow 
goes up IIi th a bat and-- (Laughter) 

MR. PAUL: He wants to make a bunt. 

Mk. GAMBLE: Sacrifice bunt. (Laughter) 

H.M.JR: Sacrifice .bunt, yes. ~ho said that? 

MR. ODEGARD: Gamble . 

H.M . JR: Sacrifice bunt - he &ets put out and 
the other fellow comes in . That is what I was 
grop ing for. 

Jm. PAUL: I t hink it is a good idea. It will 
get a lot of stuff in the record. It wi ll give us 
publicity and we won't have unfavorable reaction 
of the vot e. 

H. M. JR: Tell him to pull a La Follette . 
(Laughter) 

1UL SULLIVAN: ilhat happens if they insist on 
a vote? 

ll.M.JR: I said, tell him t o pull a La Follette . 

MR. BELL: They might adopt it . 

1.44 
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lOl . SULUVAN: I think that is tbe danger. 

A~ . PAUL: That t hey woul d adopt it? (Laughter) 

!.lR. SULUVAN: No, that they would take a vote 
on it. 

MR. PAUL: I think he will manipulate that. 

H.~. JR : It is O.K. Anything else? 

MR. PAUL: No . I just wanted to tell you that . 

H~. JR : That is all right. 

Air. Bell? 

MR. CHARLES BELL: I have nothing that can ' t 
walt. 

H.M. JR: Good . It will wait then . (Laughter) 

Dan? 

~!It D. W. BELL: I have ~ot some things to be 
signed in con.necti on 'IIi th taklllg over that postal 
savings thing. 

H. lo! . JR: I thought you were doing the signing 
for the ::>ecretary of the Treasury. "''hat are you 
staying down here so late for? {Laughter ) 

MR. BELL: To do my own signing. (Laughter) 

ll .M.JR: I knew you would have a come -back . 

(Letter to The Postmaster General, a "l!emorandum 
of Agreement Between the Post Office and the Tr easury 
Department" and a resolution concerning the Postal 
Sa 'I\ nes matter signed by the .:)ecretary · ) 

1.45 
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H.M.JR: Incidentally, I pulled one this morning , 
which I very modestly said was a good one. 'Mien Cox 
and Lubin came in, you see, they came from thl s side 
(indicating) of the ~'•bite House , so I said, "He.re 
comes the 'left wing' of the Vohl.te House." (Laughter)' 
That isn 't baa. 

MR. SUWVAN : I don't know which is the front 
doo r to the White House. 

H. ~!.JR: I was t aking it that you face t he front 
door and then thi s ( indicating) would be the left wing . 
(Laughter) 

MR. PAUL: Did Lubin thank you for extending his 
time to get his return in? 

H.U. JR: No. Did you do that? 

MR. SUWVAN: You mean somebody in the Government 
didn ' t get his return in in time ? (laughter) 

H.I.I . JR : Lubin has no t paid this year's t ax? 

J.ffi. PAUL: Lubin is on a fiscal year. His return 
was due September 15 and he couldn't ge t the return in 
and v.e had to g ive him thirty days . (Laughter) 

H.ll . JR: How could be be on a fiscal---tm. PAUL: An i ndividual can ha ..e a fiscal year 
if he wants . I don' t knor. why be has it . 

H.M.JR: That is the damedest thing I ever 
heard • (Laught er ) · 

MR. ~Lll VAN: There are very, very few of them. 

H,Lt,JR: How long has he been with the Government? 

Llk. GASTON : It is just to be di f fe rent. 
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H.loi . JR: He is on a fiscal basis? 

!fit. PAUL: His fiscal year ends June SO so 
his return was due ~eptemb.er 15 . 

MR. WHI TE: That gives three extra months. 

!Ut. SULilVAN : Now look, in your provision on 
fi seal rear corporations are you extending those to 
cover fuca! year individuals? 

!~,. PAUL: Yes, we are. 

H.LI . JR : .\ell, Harry the \\hi te! (Laughter) 

:.:R. V.lUTE: There is just one t hing that I think 
might not appropriately wait . Bewley called with a 
message from his gove rnment t o the effect that they 
v.ould like one hundred and fifty tons of silver for 
producti ve uses on a l end-lease basis . They said 
they v.ould not be very happy about returning the 
silver . 

The question I· want t o raise wi th you is , is 
it all right to see whe t her the Lend- Lease people 
can do that. Would it be a violation of you r 
understanding with the J ilver Commit tee that any 
silver that you allow out 'IIOUld be returned? 

H .~ . JR: Now, wait a minute, Harry. 
here - I haven't had a chance to read it , 
wish you would read it and weep. This is 
from Pat ~lcCarran on that. 

Right 
but I 
a letter 

~!H. WHITE: Oh, this is t he twentieth Con­
gressional le tter, I think, we have gotten in a week 
on the silver. All the jewelers are complai ning , 
but they are all getting answered satisfactorily. 

H.M.JR: I don't know, Harry, about that. I 
tell you , I woul d have to find out . It l'fOuld make 
an av.ful difference if it is for coinage. 
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!.!!{ . v.HITE: I t is not for coinage, and Lend-Lease 
would prefer to lend-lease it not for coinage. They 
think it is more nearly within their power. 

H.M.JR: And it wouldn't be returned? 

Llk. VMI TE: The Bri ti sh say - this i s the phrase 
they use , "We would no t be happy about returning the 
silver. " 

H.ld . J ft: \Ybat is that song- "I want to be happy"? 
( Laughter) 

ILR. WlfiTE : It is an old one -I don't remember. 
(Laughter) 

H.M. JR: Isn't there a song, "I want to be happy"? 
I want to te happy. (Laughter ) 

10"t. SCHWARZ : I t is f r om "Tea for Two . " 

MR. BLOUGH: From ''No , No , Nanette." 

H. M. JR: "No, No, Nanette" -who said that ? 

!.!ll.. BLOOGH: I did . I am the musical comedy 
expert. (Laughter) 

H.M.JR: You are good back there. Anyw13, you 
invite Harry for tea and I will sing, "llo , llo, 
Nanette . " (Laughter) 

MR. Y11!ITB: I 'IIi 11 s ing "A Thousand Times No . " 
(Laughter) 

H. M. Jk : Do you agree wi th me or not? 

MR. \\IlliTE: I em not sure , but we can try i t out 
on them. If they insist upon coming baok--

H.W.JR: That is it. Is there anyt hing else? 

-

... 
""' 
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IJ!( , WHITE : The Joint Pro<llctlon Board has con­
sidered your request and they apparently are asking 
the subcommittee to make an investigation. 

H.M. JR : Good. What was it I heard about that? 
I t hs s 'Oeen going around, each one telling a story 
about the other agency - that the other agency was 
at fault . The Navy is telling about the !.!aritime 
Commission - they pulled something, I don ' t know 
what. Cor.unsnd er Strauss was telling it on the 
l~aritime Commi ssion - bow terrible they were. V.ell, 
anyway, the rest of the group has got two l:linutes. 
I h1 ve been taking lllls t of it . 

Schwarz? Schwarz, Pearson called me up today 
on a mat ter on which he wanted to check his facts . 
In the course of the conversation I was telling hi m 
about how good Procurement is, they do thi rty million 
dolla rs a day without a dollar-a-year man . I think 
you might get somebody to write up a story on 
Procur ement -how we run that thing with practically 
all ciVi l servants. 

MH. SCH'.'/ARZ : It is a good story . 

H.M. JR: Doin~ thirty million a day and not a 
dollar-a-year man 1n the carload . (Laughter) 

lih. SCHWARZ: "Ufe" might . 

H .~.JR: Somebody . "Life" wouldn ' t - "Ufe " or 
"Time• wouldn't do it - got to ge t something off 
center. 

Mit. SCHWARZ : We might sell them. 

149 

ll ,J.I . J R: Start with "PM" and worlc clown. (Laughter) 

MR. PAUL: Down? (Laughter) 

H.M. JR: Peter? 

MR. ODEGARD: Just t wo things I thouP,Pt you 
might like to know. Alexander V.olcott mil be on 
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the Treasury "Star Parade" beginning this next 
month - on for two programs. 

H.M. JH: Good . 

Mil . ODEGARD : And you r supple~ntary statement 
that you had Cagney read was carried by both the NBC 
and the CBS networks. 

H.M.JR: Good . 

:150 

lJR. ODEGARD: JJutual did not carry it becaus e .•. 
they said they did not carry the origi nal misstat ement. 

H .~ . Jrt : Geo rge? 

Mk. HAAS: I have noth i ng. 

H. /.I . JR: you stay behind a minute, George . I 
want to t alk to you . 

Roy? 

~m. BLCXJGH : Nothing. 

H. M. JR: You had bette r s tay home t omorr ow, Hoy. 
You have it coming to you . 

Llk . BI.OOGH : I will try . We have some things to 
ge t ready for Monday. 

H.M. JR: You had better s ta,y home t omor row. 

Mit. GAUBLE : The War Production Board has approved 
the firs t two requests for e quip~nt . 

H.M. JR: Good. Is Packard am ong those? 

10l . GAJABLE : No . Packard - we had not present ed 
that . Ne had presented the Kaiser and the Moore Dry 
Dock Companies While we were making that investigation . 
They approved t he fi rst two of them and will gi v: us 
an answer on their policy regarding all of them 1n 
the next two or three days . 
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H.M. JR: George? 

JAR. BUFFINGTON: Not hing. 

H.U.JR: You (Paul) have been taken care of, 
(Laught er) 

UR. SULLIVAN: I called MacDonald about that 
autanobile information and he is away fo r ten days -
MacDonald over at Public Roads. You asked for cer­
tain information. 

I have Bill Horne coming back here, he is start­
ing in Monday. He was the man who was so helpful to 
George on the publici ty in connection with tax anti­
cipation notes , and what-not. I can use him on a 
variety of other things, then when it shakes down -
this tax anticipation notes - \Ultil we find out who 
is running the show--

ll.M. JR: Viho did you have lunch with? (Laughter) 

MR. SULLIVAN: I have just spent an hour and a 
half in the dentist chair. 

H.M.JR: Vlho did you have lunch with? 

MR. SULLIVAN : In my own office, all alone. I 
had milk - that I hat e. (Laughter) 

H.l.! . JR: Hl right . 

!JR. WHITE: I just read the last line of this 
letter . If you want quick service I will have to 
rai se the question now, on this answer to Senator 
~cCarran . He makes the statement , which he i s 
leading up to , that it is hoped that in keeping 
with the apiri t of our agreement before t he Silver 
Committee, tha t your Department may seek to repo:t 
unfavorably on s .2678. That bill cal la fo r pennls­
sion to sell. That was not your agreement with the 
Committee. 

151 

.. . • 
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H.W. JR: Definitely not. My agresnent was I 
would not start anything, but I didn ' t say I would 
stop anything. That is the difference between 
La Follette and me. {Laughter) Now I think you had 
better--

MR. \'IlliTE: We will check this letter through, 
but I wanted to be sure you had the same view on it , 

H.M. JR: I think the thing ought to go up - who 
went up there with me? 

WR. WHITE: Foley and myself, I think. 

11 .11. JR: Wasn't Bernie there? 

MR. WHITE: And Bernie, yea . 

ll .J.!. JR: I t hink what you had better do ie simply 
say - write t his kind of a l etter, "1!y dear Senator: 
L!r . ~!orgenthau has asked me to write you this letter, 
which I have cleared with him over the telephone" -
which you will do, toni~ht , you see. "He d1d not 
want this false impress1on to be in your mind more 
than one day," and you could call me up around eight­
thi rty toni~ht - are you going to be home or out? 
You can do 1t through the Treasu~ switchboard. 

LfJ!. WHITE: At ei ght - thi rty? 

H.U.JR: Tonight . 

!JR. WHITE: In New York? 

MRS. KLOTZ : On the farm. 

ll.M. JR: Can you do that? 

JlR. WIITE : Yes, I think I can - yea, I ce.n . 

H.M. JR: Between eight- thi r ty and nine o'clock, 
or tomorrow morning at nine o' clock. 

.... .. 
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!JR. WHITE: That would be more oonvenient. 

H.U.JR: I will call you at nine o'clock tomorrow, 
then you can clear it and send it up by band. 

Anything else, Harry? 

You (Sullivan) are taken care of - your tax anti­
cipation notes? (Laughter) 

UR. SULLIVAN : I don ' t know yet who is going to , •• 
run t he show on it. 

li .IJ .JR: What you (Mfington) want to do ·is find 
out wl~t he (Sull ivan) had for lunch and give it to 
all the bankers . They will buy your tax anticipation 
notes . (Laughter) 

Gaston? 

1!1t GAS 'ION : Nothing. 

li.M. JR: All right. I will see you all Monday or 
Tuesday. 
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tNnR OI'I'ICI: COMMUNICATION 

DATC 9-18-42 

Secretary Korgenthe.u 

Ferdinand Kuhn, Jr. 

You may wish to see e. copy of The Se.turday Evening 
Post etory of 1918 Which Elmer Davia mentioned e.t lunch 
the other day. I a.m sending another copy to Peter Odegard, 
wi th the suggestion the.t if he likes the atcry we should 
get The Saturde.y Evening Post to repri nt it. 

I 

Regraded Unclassified



THE . SJlTUJillllY 
EVENING PO.ST 
~nded NJ)I1728 hy Benj. Franklin 
~I•M."T"'• c ........... ;. t.loo,t C: • • , .... ~ w. '"'• '-'• ... • .. -· ...... o ..... ....... .. 

Ceorte Hor• ce Lort.er 
«;eiTO" 

C::h--hW ..... ........_ r. 5.6.4-. ..... 
A~ Wn l&. ""-'-UNn 

w • ...-,. "-o.. ..... M w-

l-- ... -~ ....... ~-t. ........ c. .... M ... .. 

'-" •. .__...c,._ .. ~-· ., ...,. 
"""·Ofao ~ ..... - .... ,... .... c .. ....... 

N~Jmber 88 

HE BEGGilR'S PURSE 
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V lSIT the Crown, Adl•b ot 
Am•r~•dc•Jttlnyouttown. 

H~'•a &ood bieydetn~~n to know, 
Atk for thHt model• by name. 

Look for ttl< trade symbolt 
ahown above. 

$('(' \M MOW•White bead. the 
Jllllttlt dan IWM. tM lultroul 
~namd and the ultta•stylc tn 
CV«)' )10(', 

Eaeb model h.a1 the cenulnc, 
pt.tented..ont•l'JitetF•ubttCran.k 
H.anaer-t.rotUble:·proof an4 dft· 
Omt aJoqya. 
H,_._...,_oy..,_~~ 

Wcrc~Heu,.. ., u. dMft lioMu-'J'• 

CnaiWHitn ............. C. • ..................... 
w.,v, 1.-r-f ,.._ -..,...... 

TB E SJJTUR.DJfY BVEN/NC POST 

Sa lute! 
The Ens iqn 

....... 

Regraded Unclassified



-·-o.o.. -~---, ___ , 
-~--*""'--·-

Thi~ isthc-R&w­
Boxcr, a dignified 
lil(ht overcoat for 
all wcnthcr wenr. 

Sill.. trinuuct.l through· 
uut. Clwhs nrc shower 
rrunfcd by our own 
·· ~ lu.ckintttc.., proces.s. 

H 1\. W '" USKf1 ttilorin' 
,;, t'~ th~ Prmcflt smart·· 
nctu and di~tindio!1. 

The' .. R & w• t.M-1 is rour 
prot«tion-&ook for it. 

At )'Our dc•lcr'a. 

11•-.<lt*oo•-•""U... 
.. - ..... ........ .to. · ·'-"'· ''""' _1,..... _ ,, •• 
... ,.. ..... ..., ........ l'ti/ Mi ,_ .... .........., 

Rosenwald .t Wei! .,.. __ 
CHICAOO 

THE SIITURDJIY EVEN/NO P 

Ser\'ing the Wdl-<lresscd 
;\lan is our hul!illt:Sti ; the . • 
E , , .. ~ttvShin ,nur54.1le llruduct. 

\Ve du thinJ:S nut ordi .. 
naril~· done in shinmakin~t; 
and. of cou~. nut requiral 
hy men indiflcrrnt to fir, 
saylr, ch:U'2C'trr in the: gar­
mc-nb thcv " C"Jr. 

\Vc pr~-~hrink the nctk­
hand. It is true tn J~oizc. 

We cut "liiHlftll," • ·J~mgs.' ' 
:uui iX"twccn, iu sleeves. 

The hux J>leat un <'0 

E).tflt\' llhirt is bc~d '' ith the 
shinin~ material itr.df. 

Uuttuns; arc r-l~an. deart 
unchi~tl pe-arl: and they 
dnn·c pull oil. lluuunholcs 
:art' rrinfurccd . 

Tlu~· findC needle work! 
Se:unsarcclean u.ncl!ocraiJ!:hl. 

The nuulcfUIIJ de-tails rc:­
cci,·c nn lc~ care than rhe 
p:•ttettHi :and colnn~. 

E'II' K\' ;:hiru lul\'e mnrc 
th:m cuumcr-diSJllay appeal. 

Their "caring qunliti~; 
their fiUJ"" ri(lr "orkrlu'ln&hip 
ami fini.Jh. fit and l"'mfort; 
thdr alwoiUic rorret1ncss 
ami ,·:aluc, ''ill "i1\ your 
tmhu~ia,tic arpm,"iil. 

Luuk l<>r liMtt#· Pay $1.50 
up; in •ilk. ~S tn ~Ill. At 
hctter...cl:aM h:alxrdashcrs'. 

W. ~1 . Sh'f'f'IIC'htr k 1\ro., Inc . ,... ......... 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa 

TO 5eoretary Morgenthau 
September 18,1942( 

roow Perdinend Kuhn, Jr. 

Struthers Burt, the novelist and sl ort story 
writ er, sends the following bouquet to the Treasury 
in a 1e tter to Julian Street: 

"I have cone, and am doing , a good deal 
of similar work for var ious government bureaus, 
end may I take this opportunity to say that so 
far as I am able to observe t he Treasury Department 
is doinr, by far t he best propaganda job in every 
way; not only i n its imagination, its actual output, 
but in its intelligent use of volunteer effort and 
effective liaison with thesP volunt eers, many of 
them experts •... ,. . 

• • • 
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Analyala ot IXpoeur. to P~oll Sa•~• Pla~ 

S.pt-• r 12, 191;2 

I, Butineet organizatlona 

(1) Plraa with 5,000 employee• or •ore ••• •••• 
(2) Pir.o with 500 to 4,999 ocplor•••········ 
(3) Plrao with 100 to 499 oop1or•••·········· 

<4) Subtoto1 - lorge tlr.l .... ,., ••••••••••.• 

(5) Pint.$ with lea a tban 100 e~lOJ•••· •••••• 

(6) Total bua1neta organizatlona ••••••••••••• 

n. Oove~nt&l organU.at1one • •••••••••••••••••••••• 

III. Gra.nd total ••••• • • • •••••••••••••••••••••••••.• • •• 

llumber exposed 
to payroll 

•••lnga~ plaJu 

4S4 
5.339 

22.838 

28,661 

lll .Sl9 
140,490 

• 
J.4o,49o 

Part B • Summary by Kuabtr of EmplQJeea Expoaed 

I . 8ue1noet oraan1zat1ona 

(1) Pirm. with 5,000 emplOJIOI or aore ••.•.•• 
(2) Plr.o with 500 to 4,999 oop10JOOO ........ 
(3) Plr.o with 100 to 499 eaplor•••······· ··· 

(4) Subtoto1 - largo tlnd, ................ .. 

(5) Plnu with 1ooo than 100 ocp1orou ...... . 

(6) Total but1ne•• organ1&at1one •••••••••••• • 

II. Oovtrnawtnt al organ1zat1one 

(1) P&derel oovel'I'UIIent ••••• ••••• •••••• • •• • ••• 
(2) State and looa1 go•ernmente •••••••••••••• 

(') Total governmental organ1&at1one ••••••••• 

III . Orand total •• ••••• • • •••••••• •• ••••••••••• • • • • • • • • 

7,854,262 
7.o8}. 512 
~.242,460 

20,187,234 

2 ,8o1,~ 

22,988,875 

1,551,186 
1,211,182 

2 ,168,375 

25,7'i1, 250 

IJ!Iotal nu.ber 
in tiM 

OCNDtr"J 
(ootl.a&tod) 

487 
6,1o6 

27,287 

n.aso 
• 
• 

• 

• 

• 
• 
• 
• 
• 

32,000,000 y 

2,1,.00,000 y 
2 , 700, 000 

5,100,000 

u , 1oo, ooo y 

hrct nt 
ot total 
expoaed 

99 
87 
~ 
85 
• 
• 

• 

• = 

• 
• 

_..! 

• 
_..! 

72 

65 
.Ji..2 
~ 

~ 

Soptoml>or 10, ·-. 
Of flee ot tbe Store tan or the '!'re••u.r"7, 

Dhillon ot Reeea.rch &.Dd Stat1at1oa. 
!/ bolud:tt a«rloultu:ral aa~ployeea, aillt.aJ'T pereonnel, eapl01••• 00 1fPA or JC'YA or CCC projacta, 

proprletora, tlrm -.Iibera, aeU'-eaplOJed, oaaual worker• aad peraona 1n dooutlo lti"'Wlct. 

• Data not availlbll. 

.•. 
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l't:r.. l!>lp1<>Pns 100 to 499 Porooao PutlolpaUog ln Pql'Oll S&•ln&• Pku 

(Aa r.po:Me4. b7 tbe Wu S•.-t.QCa Sta.ftt a State A4alnb t n t ora ) 

iaibir of ?tria wltb pa,roll 
aa•tna• pl.ana 

I . : ep .• 
I op • 

Al• b&.all · ,,, •.,,,, •••••• ••• 1J!9 2~~ 2w Ar110n&o • • • • • • • • • • • • • • •••• 

~~ 2~. Arlcan•••· .••••• • •••••••••• 

~ Northern Cal1torn1a •••••• • 
1,~1~ Southern Oalltomla •• ••• •• 56 1, 1 

Colorado ••••••• •• •••• • •• • • 113 

~~ m COMIOtlout,, o o o o o o o,,, o o o ~I Delaware •••• ,,, ••• ,,, , , , , • 
1n Dhtrlot or Ool\lllbta •••• •• ~ Plortd.a •• , •••••• ,,,.,, , ••• 19 200 

Gtorgta ••••••••••••••••••• 135 '~ '~ 14&!10 ••••••• 0 ••••••• •••••• '1 
1,El7 1.~. llllnol lo,,,,,,,,,,.,.,,, o 1,~ I.IIIS1~.t~a.,,,,,,,,, • •,,,,,,. 
~ t o-a •• 0 •• 0 ••• 0 •••• • 0 •• 0. 0. 165 

l&nN.t ••••••••••••••••••• 0 276 286 286 
r.•ntu.clcJ •••••••••••••••• • • 1~6 187 187 
Lou.l tlana ••••••••••••••• •• 1~ 273 2l' Kaine •• •• 0. 0 ••••••• ••••••• 1~9 ~~ 11&!71And .......... .. ..... . 177 2 5 
Mattae~tttta • ••••• ••• • ••• 6a9 942 1,~~ lflGhlgt.n •••••••••••• •• •• •• M t~ NlMttot. •••• •• ••••••••••• 
IUttlttlppl ••• ,,,,,,,,, o ,, 

4~~ 6L N.letourl ••••••• , •••••• ,. ,, 6 1 
Mont&n& •••••••••••••••••• • 

1~ 1~1 1~~ 1ft brat lea • ••••••••• , , •••••• "'"*d• 0 •••••••••• ••• •••••• 

Jew Hampth1~ •••••••• •• ••• 69 156 m Xew Jtrtt7 ••• •••• •••• ••••• 463 911 
••• X.xioo ••••••••••• ••••• 

2,J6 '·ill '·ill ••• York, •• , •••••••••••••• 
lortb Carolina •••••••••••• 282 
lor'tb Dt.kot.a, .,,., ••• , •• ,, 

1,121 1,~ 1,5~ Oblo •••••••••••••••••••••• 

Okl&hc:.aa ••••••• 0 •• 0 0 0 •• 0 •• 166 269 ~&! Oresoa •••••••••••••••••••• 211 
2.m ftnntJl~a •••••••••••••• 1,682 2,119 

Rhode I e l&a4 • ••• • ••••••• o • 154 2S' m SOQth Carollna.oooo•••oo•· 71 150 
South Dakota ••••••• •• ••••• 21 

~~ ~i T•nn•••••· ........ .... .. .. 199 
!'t·xe• •••••••••• • ••••••• ••• 326 
Ut.ab ••••• • • • ••••••••••• •• • '6 Veraont •••••••••• •••• •• •• • 59 
Vlr&ln lt. •••• • ••••••••••••• 281 ~r 

iji 
Waeh1ntton • ••••••••••••••• 2:5!1. 
Wttt V1~1nla • ••••••••• oo• g~ i 9 
W1toont1n •••••• o •••• •• •• •• "U WJ'OIIl.l\& •••• • • •• o ••••••••• • 17 
A.l&lka •••• 0 0 0. 0 ••••••••••• 2 2 2• 

RaUroa4t. 0 0 •••••••••• " •• • __.!12 __.!12 __.!12 

Total •••••••••• 0 • •• 0 •••••• ~ ~ ~ 

t o toil 
n\ld)er 

o-r t1l"'l.. 
1 h otW.W<l l 

285 
67 

1.m 

m 
87 

152 
200 

1,1,4 
2,255 

6}1 
272 

2B6 
513 m 
1;05 

1,5~2 
1,~0 

456 
110 
664 

1~~ 
21 

~a 
42 

4,257 
499 
19 

1,740 

~ 
2,119 

na 
1,t 

}86 

~ 
21 

2 

---2 

~ 

: Apr. 18 
I Sopt . 5 

~ 88 
100 

~ " 3~ 

~ 
100 

n ~t 99 
32 

~ 22 99 
61 75 

u 100 
60 

& ~ 

u a~ 
100 

~t 71 
99 

~ 
100 u 

6I ;; 50 

ira H u 1~ 

!tC u i 
i 100 

1~ 
92 9S 

l2 1gg 

i Zl 
100 

100 100 

Jli Jli 
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Sept . U 

88 
100 

39 
1~ 

100 
16 
9i 

100 

M 
100 
75 

100 
60 

~ 
66 
90 

100 
71 
99 

100 u 
94 

100 

3~ 
~ 

100 
87 
a, 

100 
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~~ 
100 

4~ 
100 
100 

100 
100 

l~ 
100 

100 

Jli 

..!& 

• Ottlot or tbt vtoretary or the !re&.urJ, D1•1elon or btearcb and Stathttct. Sepc..eer 18, 191&2. 

• Da.tll ,,.. ror sept.•.a>e:r 5, tnaPIUo.h •• no S.pt•b•r 12 report na rotoehed. 
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Pl.Na ~"71-. 500 PoN- 01' llore hPUolpatlll& 1a PO,J!'o11 Ia"'- P1aM 

( .h rop...- I>J tM Wv Ia"'- StaJ't•o Stato Adalldotrot-) 

Stato 
I 

.tleb&a••• •••••••••••••••• 
ArliOI'I&o o o • • • ••I' • • • • • •• • • o 
Arltantll •• o o • o • • • • • • o ••• •• 

lfortMrn O&lttornta ••••• , . 
soutbtrn Cal 1torn1• • •••••• 

Colorado ••••••••••••• • •••• 
Coontot1out ••••••••••••••• 
D•lawart •• • ••••••••••••• • • 
D1atrJot ot Ool~ta •••• •• 
Plor14a ••••••••••••••••••• 

OtoraJ.•• •••••••••••••••••• 
td&bo •••••••• 0 0 •• 0 ••••••• 0 

lll1Do1• •••••••••••••••••• 
!Jidit.M •• 0. 0 •••• 0 ••• 0 ••••• 

I CIII&o o o o o o o o o o o o o o o o o o o o o o 

rae ......................... 
X.nt'llo.kf •••••••••••••••••• 
Lwlel.&Da ••••••••••••••••• 
MaiM ••••••••••••••••••••• 
IIAI'Jl...S • • •••••• • • • • • • • • • • 

laii&Cbull~tl••••••••••••• 
M1ob.tpn •••••••••••••••••• 
KlMIIOta • • • • • • • • • • • . • • • • • 
K1at1tt1pp1 •••••••••••••• • 
M1110\U'1o o o o o o o o o o o o o o o o •• 

Montana •• • •••••••••••• • ••• 
11tbrtt lct. •••••••••••••••• • • 
, •• &d • •••••••••••••••••••• 
••• s .. pabirt ••••••••• •• •• 
••• l •r••1•••••••••· ·· •••• 
••• Kexloo •••••••••••••••• 
••• Yort •••••••••••••••••• 
lortb Ca.rol l.D& •••••••••••• 
lortb. Dakota •••••••••••••• 
OJ::a.lo •••• • • • • • • • • • •• •. • • • • • 

otlab-•••••••••••••••••• 
ar.coa •••••••••••••••••••• 
··~lYa.D.la •••••••••••••• 
RboiS• 1 alaDd •• • ••••••••••• 
Soutb C~ltna •••••••••••• 

Swtb Dakota ••••••••••••• • 
~ ••••................. 
Ttnt •••••••••••••••••••• • 
Ut&b. • • • • • • • • • • • • • • • • • • • • • ve ... ont •••••• ,.,, • • , • ••••• 

V1rg1o1A • •• , •• • ••••••• , ••• 
•••b1nstoo •.•.•.••....•••• 
•••t Vlra1nta •••••••••••• • 
W1t OOI'll 1l\. •• 0 0 0 • 0 • • ,, ,, . • • 

W).S.Q& ••••••••••• ••• ••••• 

Al.&ab •••••••••••••• , , •••• 

!.&llrot.dt ••••••••••••••••• 

Y-ot&l ••••••••••••••••••••• 

I r it tlJiii fiE PiiAli 
.. ri•p plau 
• • Apr. 18 • &opt. ' ; .... . 12 
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INTER OF'FICE COMMUNICATION 

DAT&September 18, 19~ 

TO 

SubJect : 1n Prices and Yields or Government 

During the week ended last night, prices or Government 
securities were mlxed. Treasury notea, both taxable and 
tax exempt , either held or showed aome i mprovement over 
their levels ot a week ago. Little movement occurred 1n 
the prices or taxable bonda. but the partially tax- exempt 
iaeuee were generally lower with deol1nea ranging up to 
6/32 1n the oase ot the longest-term bond. 

The new 1-1/4 percent notes due March 1945 opened at 
lQ0-2/32 on Saturday, the first day traded, and closed at 
that price yesterday. The 2 1 8 due December 1949- 51 (otr ered 
in July) nre unch~ged at lOQ-8/32, wh1le the 2- 1/21 & or 
1967-72 declined l/32 during the week, cl osing last night 
at 101-4/32. 

Neither the orrer1ng o r t wo new aeries o r Treasury Tax 
savings notes on Monday nor the reduction in reserve require­
mente or member banks 1n New York and Ohioago on the same 
day had any diecernable errect on the market tor Government 
securities. 

With rew exceptions, prices o r all Government securities 
outstanding on Uaroh 19 are now below their levels or that 
date. The 2-1/2's or 1967-72 among the taxable 1eauea, and 
the 2' a or 1953-55 and 2-l/4 1a or 1954-56 among the t ax­
exelllpt iseues are the onl.y securities currently selling above 
their March 19 closing pr1oea. It ehould be noted, however, 
that 3 taxable and 15 tax-exempt aeour1t1ea have lower y1elde 
than on Yaroh 19. This discrepancy i s due, or course , to the 
S.IIIOrtization tactor which baa already been discussed i.n a 
number o r the memoranda or this serlee. (See attached chart 
and tables. ) 

The average rate on the weekly otter1ng or billa was 
0.369 percent up fractionally t rom the previous week. The 
new certificate due way 1 , 19~3. traded tor the first time 

( 

• . . 
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last Saturday opened at 100.008 and improved slightly during 
the week, closing last night at 100.011 to yield about 0 . 63 
percent. Some improvement also occurred in the price or the 
certificate due August 1943, but small declines occurred in 
the prices of the earlier certificate mat urities. 

Purchases by the Federal Open Warket Account during the 
week amounted to $47 millions. They consisted of $32 mil­
lions of billa, $8 milli ons or certif icates, $4 millions or · 
other taxable securities and $3 millions of partially tax­
exempt bonds. Sales, consiat1.ng entirely or billa, totaled 
J78 milli ons and bill and note maturities amounted to $147 
milli ons, resulting 1n a net decreaee i n the Account's 
portfolio ot $178 millions. 

A ttaohme n te 

! 

• . -
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.... - Pr1oe peS Y.1el4 Cbuce• of OD1U4 ltecea aeovr1t1ee 
lop .. a'bor 10, 19112 eo Soptt-r 17, 19112 

(kae4 oa ... o-r c~odq 'b14 aa4 a t.U4 quotaUOAa) 

Pr1oea 'flel4e 

loovlt;J 
'lopt. 10, 19112; lopt. 17. 1942 ~ o~>aoc• Sopt. $, 1942 :&opt. 17, 19112 ; Cballgo 

(Dtolaall are th1rt7- aeoond1) Y (l'orooot) 

f.&XABLE 5E!iQl<IfiEI 

lli1t 
~ rate laat laiUe - - - .)7 :)7 .00 

Cef)lt1oetea 100.020 100.017 -.00) :~ :~ .oo 
y_f %~~ 100.055 100.0~ -.00) .00 

1~ w~~ - 100. 0 fl - - . 6~·· -
100.095 100.100 +.005 ·11 ·1 -.01 

' bl.e .. ,. .~ - .01 

/1~ll 100.0' 100.0~ .oo .57 

~v~ 99-1 99· 1 +.0) 1.00 .96 -.04 

12m~n - 100.02wl - - 1. 22w1 -
~I 95-~ 98. )1 +.02 l.Ot 1.07 - . 02 

99.0 99.0a +.02 1.2 1. 21 -.01 

1-1/2 &~~~6 100.0 100..0 + .0 1 1. ~a 1.4 - . 01 

Taxable Bonde 1. 7~ .oo 
3 ~f~~~ 

101.06 101,07 +. 01 1. 77 
2 100.11 100. 12 + .01 1.9~ 1.9 -.01 

2 9/1~119-51 100.09 100.09 .00 1.9 1.96 .oo 
2 U/1 ;I-51 100.08 100. oa .oo 1.96 1. 96 .00 

2 12/15.' -~ 100.02 100. 02 .00 1.99 1.99 .oo 

t~ ~~~~=H 
10p1 10~.1JI -.0) 2.07 2.08 +.01 

10 ·gl 10.gl .oo 2.1) 2.1J .oo 
2-1/2 10J. 10). .00 2.tl 

2. 2) .oo 
2-1/2 ~1~7 100.111 1oo • .- .oo 2. 4 t~ .00 
2-1/2 9/1 67-72 101.05 101.04 -.01 2. .00 

TAX-i:XEW'T SiOURITI:£8 

Who~ex-•x$i!l Note e 100.12 100.12 .oo · 30 . 19 -.ll 
1- ~ 1~ '+2 100.la 100.19 + .01 .)8 .)2 -.06 

1- a 1~H 1 /1 4 100.20 100.21 +.01 .~s ., .. -.04 
1-1/8 Jv1 4 100.28 100.)1 +.o~ • J .~4 - . 09 

1 ~ 100.24 100. 25 +,o ·50 • 7 -.o~ 

r· 9/1~:: 100.1~ 100.15 + .02 · 52 .45 -.0 
100.l 100.~1 .oo .52 · 51 -.01 

Jill .3/15145 100. J 100. 6 +. 0) ·59 ·55 -.04 
·t Bonet• 

102.~ 102.03 -.02 :~l .~ +.0 1 

J-11• 10/15.'~ 102.2 102.2} -.OJ .70 +.Oil 
~-1/11 4/1~ • 10,.27 10,.2~ -.02 . !2 . a) +.01 

U/1 "-~ 10 . 25 10 .2 -.02 .92 .92 .00 

2-~~~ ~1~-~ 7 10,.oa 10~.06 -.02 . 98 · 99 +.01 
2- 2 1 4 10.)0 1o . • 2a -.02 .96 . 97 +.01 

j3/4 ~15/116-~ 109.00 109. 00 .oo 1 .1J 1.11 - . 02 

{1~116- 107.00 107.00 .oo 1.09 1. 09 .oo 

t~~ 6/1 46-49 10~.14 104. 1t - . 01 1.10 1.10 .oo 
10/1 47-52 11 .26 11 . 2 .oo 1.24 1.2~ - . 01 

2 12/1 47 104.06 104. 06 .oo 1.18 1 .1 - . 01 

2-3/11 3/151118-51 107.11 107. 13 + .02 1.)6 1. )5 -.01 

2-~2 9/15/48 106.26 106. 25 .... 02 1. 52 1.)0 -.02 
2 U/1~48-50 101>.~ 10-.~ ·. 00 1 . 1 1.~ -.01 
Jo.l/4 12/1 ~9-~ 110.1 110.1 .oo 1.58 1. -.01 
2-1/2 12/1 "9- } 106. 106. -·~ 1.~ 1.~9 +.01 

2-J/2 ~~~~ 
106.20 106. 16 -· 1. 2 1. } +.01 

2- JI• 108.11 108.08 - . 0} 1. 72 1 .1} +.01 

) 9/1~51-55 110.1~ 110.10 -.olo 1.l,. 1.~ +.02 
2-1/4 

~~it~ 
10··~ 104. 28 - . 02 1. 7 1. +.01 

2 10}. } 10}. 12 -.01 1.65 1. 66 +.01 
2-1/4 105.09 105. 0l - . 02 1.7~ 1.76 +. 01 
2-7/S ~1tt,~ 109.}1 109.2 -.0~ 1.9 1.98 +.01 
2-3/4 ,,y~~ 109.06 109.02 -.o 2.00 2.00 .oo 
2-)/1> 109.1} 109.0~ -.04 2.05 2.06 +.01 
2-.J/4 12/151 65 110.00 109. 2 -.06 2.09 2.10 +.01 

+riatvi"J' bt'Part.ent, I>1rte1on o r Reetaro:h and 8tat11t1ot. September 17, 1§42. 

y Deotaale 1n pr1cee or c•rt1t1oatea ar• true 4ee~e. 
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~,..._ nw lut 1taue 
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~ wn 

t·~· ··~J~ 
~~r J~~ 
1-1/2 J/15/116 

!~blo ••• 
l/151113-50 

2 /15/119-51 
2 9115/119-51 
2 12/15/119-51 
2 12/15/51-55 
2-1/2 J/15~-54 
2-lA &11~55 
2-1/2 J/1 58 
2-1/2 611 -67 
2-1/2 9115/67-72 

1-l/8' 6/15ill/ll. 
1 Jl15/4 
1-1/4 l15/li-

$ l'll l~~ 
... ,Ill J~~ 
Part~ lu-•--t• BC>DOa 

f-1/ll w~~RJ z-lft ll/l~ll6 
2-J/4 ~~~~ 
2-1/2 12/l~/45 

)-)Ill ~~5~:~ 
~1/8 611~46-119 11-1/4 10/l /47-52 
2 12/l 7 
2-)/4 }/1 148-51 
2-1/2 9115/114 
2 12115/118-50 
}-1/1 12/l~/119-52 
2-1/2 12115/119-5) 
2-1/2 9/15/50-5? 
2-Jill 6115r51-~ 
) 9115/51-55 
z-1/ll 12115r51-53 
2 6115/53-~ 
2-1/11. 6/15/5'1-
2-7/1 i/15/55-
2-)/II .115(56-59 
2-3/4 /15/58-&) 
2-}/4 12/15/&o-65 

Prloe &n4 Tt.e14 Cbalt.pe ot tbt.1'" 1\e.We leouriu_ .. 
ll&rob 19, 19112 to kp-r 17, 1~ 

(a....ct oa. .... or oloe.l.a§ b14 aD4 ....U4 guot.aUcma) 

rnoeo 
: 

Y1el41 
I • 

Jluoh 19. 19li2 : kpt. 17. 19112 ; Ob&ngo 
I • ' 
: Kazoh 19, 17112 ; k pt. 17. 19112 ; 

( Deolaale are th1rtr ... eeooMe) }:/ 

TAXABLE SEOURI'fiJ:S 

100.12 
99.}1 

99.21 
99-29 

101. 21 
101.oll 

100. 12 
10).2) 
101.o6 
10).05 

100.27 

101. 11 
101.04 
101.0) 
101. 16 
101.10 
100.27 
101.16 
101.00 

10).21 
10ll.o6 
105.o6 
108. 11 
1o6.o6 
105.28 
110.08 
107.28 
108.08 
115.20 
104.2} 
107. 21 
107.07 
1011.21 
110.22 
lo6.16 
106.20 
101.18 
110.20 
104.29 
10).10 
104,28 
110,00 
109.10 
109. 12 
110.00 

100. 017 
100.052 
100. 01lw1 
100.100 

100.03 
99-19 

100.02w1 
98.J1 
99.05 

100.04 

101,07 
100.12 
100.09 
100. 01 
100.02 
10}.11 
101. 0) 
10J, oll 
100. 14 
101. 011 

-.09 
-.12 

- . 22 
-.24 

-.21 
-.24 

-.10 

--~ -.o 
-.o 
· ·09 

TAX-EXEIIPT 8£0URITIES 

100.12 
100,19 
100.21 
100,)1 
100. 25 
100.15 
100.~ 
100.16 

102. 0) 
102.23 
10).25 
1o6. 26 
105. 06 
104. 21 
109.00 
107. 00 
107.1) 
114.26 
104,06 
107.1J 
106.28 
1011.05 
110.19 
lo6.o6 
106.16 
101.01 
110.10 
1011.21 
10).12 
105.07 
109.26 
109. 02 
109.09 
109. 26 

-.)1 
-.17 
-.1 .. 
- .17 
-.17 
-.12 
-.17 
-.16 

-1.11 
-1.1~ -1.1 
-1.1 
-1.00 
-1.00 
-1.08 

- . 24 
- . 27 
-.26 
-.17 
-.15 
-.11 
-.16 
-.OJ 
-.10 
-.oil 
-.10 
- . 10 
-.01 
+.02 
+.11 
- .o6 
- . 08 
- . 0) 
-.06 

.20 

:n 
.all 

1.02 

1.67 
1.8} 

-
1.96 
2 .09 
2.12 
2 . 211 

2.46 

2/)2• 
.22 
.26 
. 26 
.}~ 
. }7 
.)9 
, IU 

,,1 
.57 
• 72 
. 91 
.9~ 
.go 

1.11 
1.09 
1 . 13 
1.}3 
1 .15 
1.)4 
1.33 
1.28 
1.~ 
1.60 
1 . 66 
1. 711 
1.73 
1. 70 
1 . 61 
1 .10 
2.00 
2.01 
2.07 
2,10 

(Poroont) 

·37 

:~ 
.6)'rl 
. 76 

Jt 
1.07 
1. 25 
1.47 

~:n 
1.~ 
1.96 
1.99 
2.01 

2.2 2.n 
2.4 
2. 

: i1~ . ~ . ~ 
. 7 
.Ill! 
.51 
·55 

:ro 
·" .92 
· 99 
. 97 

1 . 11 
1 .09 
1 .10 
1.2) 
1.17 
1.35 
1 .• )0 
1.)0 
1.57 
1.59 
1 .• 6) 
1 . 7) 

1.76 
1.61 
1. 66 
1.76 
1.91 
2 .00 
2. 06 
2 .10 

_. 

•.17 

•• 19 
+ .20 

+.2} 
•.2} 

+.10 
+. 11 

• .O) 
-.oi 
+.01 
-.01 

-.02 

-)/)2• 
+.10 
+.08 
• .01 
+. lJ 
+.11 
• .12 
•.14 

• .1) 
•.1) 
+. li 
+.01 
+.05 
+.07 

.00 
.oo 

-.OJ 
-.10 
+.02 
-,OJ 
-.0) 
+.02 
-.01 
-.01 
- .03 
- .ol 
-.02 
-.02 
-.02 
-.all 
-.02 
- . 01 
-.01 
.oo 

YNUUI"J' J>epe.r1:aen:t, D1rte1on ot Rettaroh and 5taUe t .1oe. 

iJ Dtolaale l.n pr1cee or oe rt1f1oatee are t:rue deo1a&l•. 

Septembe r 17p :f9\2. 

Z.x.uee o f p.r1oe o .. r z-ero )'"bl 4. 
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TO 

TREASURY DEPARTMENT 

nnDI Ofl'l'lm 5 U T : ....... .. .. 
Secretary Morgenthau 

Randolph Paul 

September 18, 1942 

You may be interested in the attached letter 

from Congressman A. Willis Robertson of the Ways 

167 

and l:eans Committee in answer to a letter which I 

wrote to him expressing my regret that I was not 

able to attend the Fifth Virginia Bankers Conference. 

You might note page 3 of Robertson 's speech at 

the Wayne Manufacturing Company, Waynesboro, Virginia, 

September 7, 1942. 
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H011. Randolph Paul, 
Qonoral ~eel, 
o. s. , .. _.,. Depert.aont, 
luhingtol\, D. C. 

IIJ do<~r !W>dolph• 

~ ...... 5 hilA IS ............... , 
lept.....,r 16, 1942 

You aNI a .,.ell fll7 llft4 I aa clGd ;rou hue m aonao ot lmw>r • 
..Ue I llldea'fOred to liabten a dull tu dioe~>saioo with " bit or 
wiaocraclta, ...,_ I Mid ,Oil nro a real tax expert I ,....,t it. lou 
are the boat I lcnow, and it is a pleiUNro to wori< with )'OU. 

1.68 

It 1o a OOIU'Ce ot rtll'tt to me thlll. neither our co.aAl.tL•• nor 
th• Sen&to Coauitteo bu .. en tit to 10 aa r .. r as •• certainly ahould 
haYe gone in pi'OYidinjr tor now rtrYOil\lo. You roar r ocall th" t I s:.io 
tnn tho tlrat ..., ahollld eat ten billlon doll6.1'a u Olll' '"'""''"" .,..,,.),, 
Tho presoat failure to tlke that action .. ..,. wo will h:.n to sturt 
on another tax bill earl.r next :year. In order that t w<pa:yers mr.:y noL 
at that tiaa conoplain that the7 had no adequate notice th• t t\lrthor 
tax• would be lapoaed upon 194) 1n0011e, I hope tho Trooaury Dap<lrt­
lllftt will oontinue to ••'I tho tax PI'Oil'M 11 inadequate and further 
burdca ... t be iapoaod next. 70ar. llldlt I Mve no dobh 1 can a,.op&­
thhe with tboee 1lbo do. tat I teal thlot the neea !or ..,,.. revOD\le 11 
so urgoat it a~at take prec.aenee. So l o.r u peraonal I..Deooao t ax .. a re 
coocemod, I ha" NOacbod the poaUioa where 1 will be eootent to h&ve 
lett out of 117 Ccacreaaional aala17 jllat tnOilab to penalt Jae to keep Ja)' 
two bo:ye 1n eohool 111<1 to Jaeat neceaoa17 l1Y1ng expenses on a scale re­
duced to the Jai..DJaa penal ttod bJ the C\II'NODt lncr ... ao in the cost or 
livi..Di. I haY& aleo pl~ecl la' ot 1a7 ctlro .Wr:y lor tho purchaao 
or or boncla, tealini t.W "., tbo<&cb I .a1 han to borrow IlOilO'/ to meat 10'1 taua nut J'Ur I oollld not coaaiatootly ur,. inwatrlal woncero to pl•c!c• l()lt, ot their .,..ea IOd th., f ill to do the aaJae Ja'/Oelt. I encloao 
cap:y ot tho tpaecb I ...Sa to tha o.plo:yeoo ot tho Wa~o l.l..,..urctllrlDJ 
ea.an'l who ban pledp<l 1$ of the C>\lrrant pnyroll and in addition were 
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- 2 -

tbe t i rot 111 the ot• te to reeei ve t ho morit awt.r<l ot t h o llarltime 
Co&lll .. ion. 

It tuy int.ereot you to ltnow t hat tor t he tlrat t l.Jie in ten 
ye•.rt 1 ·.d.ll b(lYo no oppoo1t1on 111 t he General Elect ion. I b!lve 
nover hoc! Ill)' 111 t he Pri.Dary. 

Regraded Unclassified
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' 
...... - mw .. mue ~~~=·..:•:.:- !18 
JAIIIACIOIIII -· 8 --ija_L_& J fe lNI. 
OPOK Til£ PRESfiiiT~flOI'"~r 1BI, IWU7JP. .... 

. . 
. 
~·" ' . 

. !• . .. 

.. 

1M p88\ U..... ,.n ...... - ..,... ¢ 'e .... h1t:lt ol - Sa . _ ... 
' . . 

.. ol4 au18, •tu ,_ 1e 111411U. .... ~ _,.., .... Uaa ~ 

•t.Ntll oru:....t to .rta IIUl . ri~ .,...... uJ ..._ UqSa ,._... 
,. , .. ' 

lin• · - u.e troaa _... et \ala •moha pl•jaa ,..,._ nUl 111e 

ot thole beDt llpca dta•l\ Ul4 tbo,a -. ,w.t.l tot pr oteet U..U 
I ' • Jl' I ' 

Wid loftCI ou•• Ia U.. J-.1•• ol lataea ...... "-ioaa -,. !laft 
' 

d th lilt 11r7 oa Uw1r ltpea ..., w•a ........ u ., ...... au•·· 
u.. tw ~ • ..-. ot the Uri- de..- - a.. ..... w " ' t• • ._. 

....._. a. -u--.· o1 Jauope, .aas.a ·.­
~~a.,. r1cl4a U. lbv .._ ~ U.e ~ l •.S..C Sa 

Olio &l OIII' u4 deepe1Jo1 *U• (U- ud •' ..... 

.._. tile - lllll ;.u......_ Ia u-e lUU ..,._ llu 

lau.cbter •• liHa tor,.ttea. 111& - • taJ"oo.U ... •nla troau an 

IU!lJII like 1 ....... la. ll'iaVJ ..,t.bu' Ull -U..q ....-- .... Jlelal Iiiii 

IYI I'J' OOI'Mr of Uie -~~ ...... Uie -utelal ,... ef D -

1.!1& Wut 1a. .. o..n.l.lllc horid-· ~t ta.ita 1a lo4 ....... -

... Jor ..... 1 \)' ot U.e -rltet. 

~t tile Cllr18U.. --. llo7 a •tspt ar ... s.,t..t.••-. 
•hl&ell 1te cr•t•n loll- troa heb""' prieole ~ ... ..,. • ., .. 

latolrprt•ter ei u.e Cllr~U. taita ud Qlr1eUU •U.S.- lt. ~ J 
IOI••t •o•l.._ lSMa _.., p d ~ a ._. ,n.-. .._ __ DJ1f!Jf!' 

Jou ._..note • ....- *' ... ·....,. • ..,..._. eu.&ats4ia ad 

1Atl11-.,.. ..._ 1 tnt-.....,....-- ~i.lllllll-... lt 

1\ ~taM ter - · ........ .. , ,._Ueel AUWU.. ...a... Sa a 

o.., ... prboa ••lin" ot n•t•d ,..,.._. ad ..W.. ~ • '! lnd 
• ' l 

to tlp ~ ·~Sa UJeW - lid wftM a ~ ,-,t ,etu\at a 

-.ru ..tlatnua. wt'"•• et ... st=••d M ...._ .. .-.·iuia 
• 

ita .. .,r u '-tr ..._ At ttnt w tpord "-* -.. _,. •< •• 
e1 .. v.u. _.. nua .u., ---... .. , .. nu••• ,.... 
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IIJ1oiJ•trA<Jat pU .. _._ • lu J~ ..__ Auuu, Cn1to 

• 5110.,.,u,1, •-'· Pol&M, at lMa&- l•Mn Sa~ -'-7 IMlwlSal 

pru1C:tn\ aDd o~a S..re\8~ ol 8\ate ...... \a trea t BlUer•• ... 

• a.•llll•:td pro1ra• or ..,u aoaqsaat •• • 14l a tlout. Ill .. uaa 
bT H1tler ta all7 waa ~~ at Pearl lartlor all kaaw a1Uar•a '-'tt 

t wo wo.rlh, oaa !' llllJ.cll wolll.4 lllu'a\ uaadar, _, u u .. u M 

devcr .. l U •.t JlU'epe. 

'lii&DII Go4 t or Claat r .. u ... tua _. UN IIA1tor o1 ,.,,... Nl4·••~ 

ll:u ru.Ute4 t ra U. llaa•e -~ut u"raUou a.ra oot arkre4 

ou o ~ l uaq. ..ltaost tlla .._.UC ot ~· wrote St . Fftl boa 

pr h oD walla, •tiler• 1a so rM1aa1oa. • fba ~oo4 lbe4 tor ,.,. 

tor •• at Pearl larMr, Sa Da Pb.Ulpplaaa •D4 \llo b laa4a ot ta. 
that 
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The Bureau recognizes that it will experience diffi­
culty in obtaining trained male accountants in sufficient 
numbers to maintain the present production schedules in 
revenue agents' offices. Therefore , I have directed the .•. 
Deputy Commissioner of the Income Tax Unit to select a 
substantial number of women eligibles to be appointed as 
junior internal revenue agents. 

There are a number of women employees in the Bureau 
who have taken the appropriate examinations and obtained 
an eligible rating , and the Deputy Commissioner of the 
Income Tax Unit is at present engaged, with the aid of the 
Washington and field offices , in the consideration of the 
adaptability of these people to the duties required to be 
performed by junior internal revenue agents in fie ld stations. 

The Bureau is also making arrangements to contact 
trained women accountants engaged in industry snd private 
accounting practice with a view to acquainting them with the 
opportunity to enter the In•ernal Reyenue Service . 

I realize that it is necessary to avail ourselves of 
the services of women employees whenever practicable be­
cause of the need for man power as an aid to. the war effort, 
particularly with the fighting forces. Know1ng that the 
matter has had your personal consideration I ~elt t~at you 
would be interested to learn that the Bureau 1s mak1ng every 
effort to recrui t immediately those women who ma! be avail­
able to us and who are equipped to perform the dlfficult 
duties of an internal revenue agent. It is because of your 
keen interest in this subject that I am informing you as to 
my plans. 
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MEMORA.NDUl4 FOR THE SECRET!RY. 

September 18, 1942. 

Mail Report 

Tbe very heavy mail received during this past week 
is reflected in the attached pages, for so many quotable 
letters were r eceived that it was difficult to pick 
and choose in order not to overload the repprt . The .•, 
numerous tax proposals under consideration have brought 
us quantities of letters, and they are difficult to 
classify since they cover a lot of territory in the way 
of comment and suggestion. On the whole the ratios of 
subjects covered and public opinion concerning them are 
indicat ed by the fol lowing figures taken f r om repre­
sentative collections of mail: 20 letters on the Ruml 
Plan, favorable, 16, unfavorable 4; 15 on the with­
holding tax, favorabl e 14, unfavorable li· 18 on the 
spending tax , favorable 7, unfavorable 1 ; 10 on the 
Victory Tax, favorable 3, unfavorable 7; 40 on the 
sales tax, favorable 36 , unfavorable 4; 32 on higher 
personal taxes, favorable 10, unfavorable 22; 4 on higher 
corporation taxes, evenly divided. There have also been 
a few letters speaking of incentive forced savings, 
excess profits taxes for individuals, and gross income 
tax. Exemptions continue t o be asked for War Bond 
investments, illness and death expenses, insur~e 
premiums, debt retirement, and alimony parments or 
support of estranged wife. There have been four letters 
endorsing some sort of savings sale tax and a number 
of miscellaneous plans for simplified collection of 
taxes . There are also the ueual suggestions for addi­
tional revenue, including radios, gasoline, transporta­
tion, hotels , pets, check tax, increased postage rates, 
and lotteries. The suggestions for various typ~s o~ 
lotteries have shown particularly fertile imag1nat1on 
during the past week . Many are tied up with the War 
Bond sel ling effort. 
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During the week 113 letters and 121 telegrams have 
been received in rep~y to the inquiry on the length of 
time required to del1ver bonds under payroll deduction 
plans . A high percentage reported a period of 5 days 
or less, and almost without exception the spirit of 
the letters was cooperative. The economy criticism 
appeered occasionally, however, a number suggest ing that 
too many telegrams are being sent and requested. 

It is interesting to note that approval of com­
pulsory savings is gaining momentum. At first there 
were many protests, but now out of 20 letters 15 approve 
the adoption of compulsory bond buying. There were 
B reports of the abuse of the privilege of cashing 
bonds at tbe end of the 60-day period . 

Many letters outlined selline suggestions in 
connection with the Christmas season, and many asked 
for new types of bonds . Those of smaller denominations 
and those which can be used as collateral seem to be 
partlcularly desired. Repeated requests are made tha t 
postmen be permitted to sel l bonds and stamps . 

1?6 

Among the reasons suggested for lagging bond sales 
are waste in Government, uncertainty about taxes, 
appeals from Red Cross, U.S.O., etc ., reluctance to 
invest in non-negotiable bonds, and extravagance or 
indifference to the production program in defense plants . 
or 28 complaints, 21 dealt with delay, 7 with the non­
receipt of interest . 

In the miscellaneous mail there continues to be 
great opposition to labor union tactics and a demand 
for the taxation of unions. These letters outnumbered 
those complaining on behalf of labor by 12 to 1. Pleas 
for economy in Government continue heavy as do letters 
complaining of inflation and the lack of control of 
prices. Ten letters, most of them referred to the 
Treasury by Members of Congress, vigorous~y protest 
restrictions on silver needed for commerc1al purposes. 

• • • 

The proposed S-cent ~ieee has brought several sug- ~ 

gestions as to materuls . ~ ~ ~. \--~L 
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General Comments 

Jane Franklin, War Savings Staff, New York, N. Y. 
You have found the solution to so many seemingly imfossibl e 
situations; perhaps you can suggest a course of act1on 
for me . I have been working for the Treasury Department, 
in the Publicity Bureau of the New York War Savings Staff 
since June . I was finally sworn in on September I, and 
told my salary would be retroacti ve only until then. The 
pay has not arrived, and there is no indication as to 
when it will come . For the first tims i.n my life, I am 
in debt. Among the money due this month is a bill for 
some ninety- nine dollars, the regular quarterly payment 
of my federal income tax. * • • Having exhausted my 
savings waiting for my salary, I could go to a loan 
agency for money, although I have always avoided trans­
actions with such agencies, both because of what they 
stand for, and because I have never before lived beyond 
~ means . * * • Nevertheless , I am told tha t I am liable 
to dismissal from the Treasury Department if I borrow from 
a loan office to pay the Treasury Department my taxes. 
I also know that I am subject to possible penal t ies and 
the payment of interest if I do not pay my taxes on time; 
yet if I delay, I shall be regarded an unpatriotic 
citizen. * * • 

Alfred L. Godfrey, Lawyer, Elkhorn, Wis. * * * A vas~ 
amount of indebtedness still exists which must be ret1red 
out of income . A very substantial portion of that is 
funded debt of which there is a public record. * * * 
Many of our larger corporations , including railroads, 
have funded debts which they have been carrying for ~ears . 
* * * Nothing is being paid upon the principal ~d 1n 
altogether t oo many instances nothing is being pa1d upon 
the interest. * * • As a result , many widows whose 
husbands felt that they had left them independent ~or 
life are now public charges or ekin~ out a mere ex1stance . 
* * * It is my mature judgment tha~ the income tax 
accounting methods followed by the Federal and State 
governments are responsible to a marked degree for t hese 

• • • 
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conditions . * * * I have at t he present time an estate 
in which there is preferred stock of a corporation which 
has made a substantial income over a long period. That 
corporation's books are audited fgur times a year. On the 
second audit t he salaries of the corporat e officers are 
adjusted . On the fourth audit the salaries of the officers 
are re-adjusted. The result is that there is no net income 
left out of which inter est upon this preferred stock may 
be paid nor out of which the indebtedness evidenced by 
the preferred stock may be retired. These salaries are 
deductible and it i s altogether too apparent that adJust- .•. 
menta are made for the purpose of evading corporate 1ncome 
tax . * * * It is my sugges t ion that no increases in 
salaries should be deductible for such purioses which are 
not made pursuant to a fixed schedule on f le for at least 
one year before the increase is made . (Outlines other 
details) * * * Such a change in the law would be unfair 
to the corporation unl ess the Government gave encourage­
ment in t he form of income tax exemption to retire the 
corvoration's f unded debt. That debt never will be 
ret1red except out of income or sale of capital asset s . 
The country needs the capital assets kept intact. * * * 
Retirement of funded debts by corporations should be 
encouraged . * * * 

Natalie Levy, Los ingeles , Calif . We were happy to hear 
this announced over radio . •secretary Morgenthau has 
become so 2opular that many say he should be o~r next 
President. Certain it i s that our great Pres1dent 
couldn 't have selected a better man for this position.* * * 

Chas . Waterall, Prichard Theatre, Prichard, Ala: ~y ~ 
beg a few minut es of your pr ecious time to inqUlre 1f 1t 
is possible to give to our Government the earnings of mf 
theatres one day out of each week for the duration? Will 
the Go vernment accept t his without any obligation other 
than to use the proceeds (without earmarks) in t~e war 
effort? I have been working on this plan for qu1te some 
time and I honestly believe it will work. * * * If you 
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will 0. K. the plan, I will have special trailers made -
and big banners in front of the theatres and call ~very 
Thursday is Victory Day" at this Theatre. The Mobile 
Press has promised full cooperation and I am sure I can 
count on t he radio . I believe the motion picture indus­
try is one of the greatest mediums to present a vlan like 
this, and perha~s in the best position to start lt, since 
every day in thls business takes care of itself, and a 
oasb proposi t ion . * * * 

Homer Gard, Hamilton Journal- News, Hamilton, Ohio. 
Your letter of t he 14th received. Our paper will be more 
than glad t o help in every way. It is a pleasure to assist 
you in every thing you suggest. So different from some 
other official sources in Washington. For example - some 
months ago I gave a very prominent international rubber 
importer a letter to the secretary of the President. The 
man did not seek any appointment. He only wished to be 
helpful .--ne had spent his l i fe in i mpor ting rubber and 
had spent much time abroad in the rubber countries . He 
thoroughly knows the rubber game . This man could have 
been of use to our country. But no - he could not even 
get a reply t o his request to confer wi th any one . He 
spent two weeks in Washington trying and left in no happy 
frame of mind. I am sure be would have been a most valuable 
man in the present rubber cri sis . IJersonally wrote the 
Preaident•a secretary the man was co ng with a letter. 
I have had no reply to my letter. 

Frances Ocneanu, Cleveland, Ohio . * * * On June 5, 1942, 
5 days after my return to the United Stat es wi th the 
Diplomatic exchange vessel SS. "DROTTNINGHOLM", I fil ed 
with the Federal Reserve Bank of New York, Form TFE-1, 
applying for the release of mf funds amounting to $4,~40, 
which I submitted to the customs authorities upon arrlval 
at New York. The currency is listed on Customs Se:viee 
Receipt No. W 1156 dated June 2, 1942, and was d~l1vered to 
the Federal Reserve Bank of New York. I have wal ted 
patiently for the rel ease for a period of two months and 
receiving no information as to the decision, I wrote to 
the F.R. B. on i~ust 2, and received the answer on 
August 4, intormlng me that the Treasury Department bas 
denied my application request ing much addi t ional data . 

• • • 
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* * • I h&ve served the United St&tea Government as a 
Foreign Service Employee since 1934. I returned to the 
United States with the Diplomatic party, was entitled to 
a lift van of which I did no t take advantage for m,y 
personal bel ongings, as I sold them, planning to buy new 
things as soon as I can find a place to settle definitely 
here . * * * I know that members of other diplomatic 
parties arriving her e with the same steamship have had 
their funds released and their cases were not much 
different from mine. * * * I shall greatly appreciate it 
if the Treasury Department will inform me at its earliest 
convenience whe.ther the above explained facts are sufficient 
as I am unable to furnish all documentary evidence asked 
to support my claims. Complete and the most reliable 
information r egarding m,y character, social life, standard 
of living and activities during my eight years of employ­
ment in the Foreign Service, may be obt&ined from the 
Department of State, Washington, D. C. * * * Please do 
not cause me such great difficulties because of my 
personal lack of knowledge relative to all details 
concerning this matter. * * * 

( 

• • • 
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Favorable Comments ~ Bonde 

C. Steve Roemer , Jr. , Bowling Green , xy. * * * In mf 
home a company is formed. 1 share - $.50. Dad, 4 shares· 
Mother , 4 shares; chi ldren, 1 share each. This makes ' 
$5.00. I am the treasurer. I purchase $5 .00 worth of 
defense stamps and put them in a box. About supper time 
each night I sell stamps to the family. The money goes 
into the box. Next day I buy as many stamps as I sold 
the day before. Pennies play their part too. A piece 
of paper in the box has each member's name on it. If 
llary Jo, 11Jf sister, has two pennies, then two x's go by .•. 
her name . Pennies add up until she shaves off a stamp, 
I keep a record of stamps sold to each member and it ls 
posted so visitors may see for themselves. For each bo.nd 
a gold star is stuck by the name. If each family had a 
company, there would be a double in bond sales. Bataan 
was a defeat, but no matter how small this may be, it 
is a Victory. 

Y~rton Bodfish, Executive Vice Pres., U. S. Savings and 
Loan League , Chicago, Ill. I express the appreciation 
of our entire organization for your recent telegram 
commenting upon the $100,000,000 government bond purchase 
campaign upon which the savings, building and loan associ­
ations and cooperative banks have embarked. I t was a 
most appropriate message. We are transmitting it to the 
entire membership of the United States Saving• and Loan 
League so that all will~ereby be encouraged to increase 
their government bond purchases. You will be interested 
in knowing that we have already passed the half-way mark 
of our self-imposed goal, with $50,000,000 worth of 
government bonds either purchased or to be purchased by 
our instit utions before the end of the current year . * ** 

Edward C. Jenkins , Palo Alto, Calif. 1 factor of importance 
is being left out of t he campaign to sell War Bonds. In 
all the appeals over the radio and in the newspapers I 
have never heard anyone say that he hi.maelf had already 
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subscribed ten percent of his own aalary before he asked 
others to do so . * * * Suppose that the announcement 
were made that you, Mr. Secr etary, all your staff, the 
President and all the White House staff, and the heads of 
all Government agencies had quietly subscribed ten percent 
of your salaries for the duration. * * * Such an announce­
ment would stimulate the sale of bonds just as a similar 
statement by the beads of a campaign to raise money in 
gifts starts the ball rolling in a Community Chest drive. 
There ia something appealing in the idea that those who 
are urging others to give or to buy bonds believe in the 
plan enough to sacrifice for it themselves before asking 
others to join them. * * * While you have lost a good 
deal of momentum by not doing this before, this can be 
gained again to some extent by doing it now. * * * 

L. V. Wulnix, Jr. , Grand Rapids, Mich. In reading last 
night's Grand Rapids Press, I noticed an article t hat you 
are now in favor of compulsory payroll savings. I think 
that I can understand the economic reason for this state­
ment, but I sincerely believe, Mr. Morgenthau, that t he 
Voluntary Plan of the payroll savings will work, if given 
a fair chance. * * * In Grand Rapids , we are in the midst 
of an intensive campaign, shooting towards a 10% goal. 
We have found there is only one way to do the job, and that 
is to get into the plants , and talk to the workers them­
selves. When you do this, and sincerely explain to the 
men what this wonderful savings method will do to: them 
and for their country, the 1~ plan is a success lD 
almost every instance. I am a great believer in the fact 
that the American people today, if properly approached, 
and given the logical reasons why of certain necessary 
moves on the part of our Government, will ~o practical~y 
anything to win this war. That is why I a1noerely bel1eve 
that if, all over the country, the various volunteer 
workers on the payroll savings work would make it a point 
to go int o the plants themselves, and talk to the men, who 
have to pay the bill out of their payohecka personally, 
that the job could be done. * •~ 

• • • 
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E. H. 1ngier, Framingb&m, Mass . Du.ring the past year I 
have subscribed for a number of series •G• one- thousand­
dollar Bonds . Recently I received a cbeok covering 
semi-annual interest. While we are in the war I don't 
feel like accepting anr interest from the Government and 
for the duration I would be glad t o waive the interest on 
these or other series •G• Bonds which I may purchase . 
If that would not be convenient for the Government I would 
be glad to accept War Bonds in payment of interest. If, 
however, you prefer to send checks covering interest, I 
wi ll promptly invest same in more War Bonds. The point 
I wish to bring out is, I don't want to be paid by the 
Government for bu:ing War Bonds throughout the war. * * • 

Charles E. Orcutt, Yonkers, N. Y. The newspaper item 
about the trouble which bas developed because purchasers 
of bonds do not receive them quickly distUrbs me. Some 
Americans do not have faith in their country. I purchase 
two bonds a month on the ~ayroll deduction plan and I 
have never seen a bond. ~ organization holds them for 
me in its vaults . That ' s the least I can do for~ 
America and I do hope I can do more than jus t buy bonds 
to win this war and help my Government. Just an old­
fashioned Yankee . (signed Charles E. Oroutt). 

Standard Steel Corporation, Los Angeles, Calif. (Telegram) 
Bonds are issued within one d&f after employees contribu­
tion is completed. Since we have become an issuing agent 
we have noticed marked improvement in enthusiasm to 
purchase bonds . 

Hugo P. Remington, At torney-it-Law, Lisbon, N. Dak. 
I am a fairly successful country lawyer who ha~pens to 
be War Savings Chairman for Ransom County, North Dakota. 
MY County bas made its quota each month, with a comfortable 
margin. Thi& &tatement is not based on reports of the 
Federal Reserve Bank but on aoourate records of bonds 
actually sold by loo~ banks and post offiees. * * * If 
we were obliged to wait for the report of the Federal 

••• 
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Reserve Bank we would never know where we were. For 
ins tance, on July 15th I sold the city of Lisbon a bond 
in the sum of $5,000. I found e~redit for that sale ( 
reflected in llr. Wolfer's report for the third quar ter 
in August. During the last quarter in August I sold in 
F and G Bonds $8,700. The Federal Reserve Bank reports 
the awn of $500 only, just $8,200 off. Eaeh quarter month 
I have assembled figures from banks and post offices and 
have given them to the three newspapers in our county. 
Whenever I have told them that we are in danger of not 
making our quota, sales have at once stepped up. One • 
week I did not publish such bulletin, and I received 15 • • 
phone calls , many from just plain dirt farmers, and more 
than that called at the office to find what we were doing 
for that month. These reports const itute 75% of our sales 
appeal . Now I have seen a copy of the Postal Bulletin 
stating that after October 1 these reports are to be 
discontinued. I do not know why, but I do not care to 
contempl ate the loss of this t remendously forceful appeal. 
* * * I will be like an old lady who was running down a 
country road to catch a train . She did not know when the 
train was due, nor whet her it was on time or not, neither 
did she know what time it was, but she thought she had 
bet ter hurry. At first I did not like the quota system, 
but before the second month was over I realized that it 
was rq best friend and greatest aid i.n this work. Will 
you not please t herefore ask the ~oat office department 
to rescind its order, and t o cont1nue quarterly repor t s 
to the staff. They are needed. 

Betty Barry Portland Oregon. I have read in the news­
paper recenhy that s~me of our folk s here in Americ~ 
are buying bonds on the payroll system and then ~ashing 
them in sixty days. I also hear some of o~ rad1o 
announcers tel l the public day after day to buy.bcn~s, 
t hey are a good investment, they can be cashed 10 h1xty 
£!z!. Isn't it just a waste of time to make out t ese 
boners i f ther are to be cashed so soon? What good ~an 
they do our government? I am only one person in this 
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wonderful America, * * * but I would have to be pretty 
hungry before I would cash one of them until this war is 
over. I hope and pray they will not have to be cashed 
until the ten years are ~P · Thank you so much for reading 
this letter . 

W. G. Cox, Lawyer, Cameron, Texas. Today I purchased 
another $4,000 worth of Class G Bonde , making a t otal of 
$48,000. Instead Qf being a "ten percent man", I hope 
to be able to invest all of rq net earnings onr and 
above actual living expenses in Government Bonds. • • • 
There is a practice upon the part of some officials which, 
in its last analysis, I believe is subversive. To illus­
trate, about a year ago the City Secretary and Treasurer 
of Cameron made a talk before the Cameron Rotary Club, 
explaining the financial condition of the city, showing 
that then existing tax rates and valuations were more 
than ample to take care of the financial needs . 
Mr. Tyson told me a month ago that this is still t rue. 
In spite of this , after a recent change in administration, 
a Board of Equalization immediately proceeded to increase 
tax renditions of a good many people. Wy city taxes were 
increased approximately ten percent, and t hat of many 
others in proportion. This action dries up the financial 
reserves which should be devoted to the war effort, and 
considerable amounts of which woUld be Invested in war 
bonds. I wrote a l etter of protest t o the Cha1rman of 
the"lJoard in which I pointed out the danger to the war 
effort and to our beloved country which would result if 
other city, county and state political subdivisions should 
follow their example. * • * I hope you may see fit to 
release t o the press an emphatic condemnation of any act 
increasing state and local taxation that will have a 
tendency to interfere with the ra i sing of money for the 
successful prosecution of the war and to that extent dry 
u the financial reserves that could be a lied to the 
w nn ng o e war . 

•• • 
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inonymous, signed •Ex-Soldat 1merioan• . (Enclosed filled 
stamp book). I bought these stamps with pennies. I hope 
to be able to buy them with dollars real soon. Unole Sam 
has been good to me. In the last World War, he gave me a 
free ride from Mississippi t o England and France, and back. 
I enjoyed it . He has al so given me a job for the past 18 
years and I like that. I am not donating these stamp~ to 
the poll ticians , grafters, chiselers, black marketers, 
strikers Labor Leader crooks , Unions, loafers in defense 
plants, ioafers in general , hoarders, draft dodgers, fifth 
columnists, t raitors, profiteers, Communists, Fascists , 
rich refugees, saboteurs , antagonistic heads of Bureaus, 
jealous members of the A~ed forces , I mean the Officers 
and Dept heads who are not cooperating, etc . , etc . I am 
giving this little bit in memory of the Pearl Harbor, 
Cavite , Bataan, Corregidor, Philippines, Singapor e, Java, 
Burma Alaska, China, France, England, Belgium, Norway, 
and ah other places where our Boys have given their lives, 
have been taken prisoners, have fought , still fight, and 
will keep fighting . As Walter Pid~eon, t he actor said, 
the Marines, Sail ors , Soldiers , Avlators, Coast Guard, 
Merchant Mariners, give their l i ves , a leg, an arm, an eye, 
and they do not get them back, so why should we hesit ate t o 
~ive money, when we wil l get it back, but if we don ' t , it 
lS alright, if we whip the Axi s and we wi ll. I do not 
approve of all the things that have been said and done, and 
all of the wrangling around in Washington, but I still 
think Old Uncle and the U.S.A. are the best on earth and 
will stay the t way, you folks get tougher and lets pitch 
good and bea"Y. 

Neil Smith, Pres. , Roth Bros . Co. , Superior, Wis •. 
Regarding your telegram of September 9th, ooncernlng 
time taken to del iver bonds to employees after payments 
are completed, we are del ivering these bonds one hour 
after the payments are made. 
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F. A. Logue, Auditor, Wes tinghouse Radio Stations, Inc . , 
Philadelphia, Pa. * * * The payroll records of all 
emFloyees of all of the stations of this company are 
ma1ntained at this office and orders are placed with the 
Philadelphia Federal Reserve Bank for issuance of bonds 
to our employees . * * * Until recently bonds were issued 
by the Federal Reserve Bank within five days after we had 
placed our orders . * * • We agree with you that the 
success of t he payroll savings plan depends largely on 
employees receiving their bonds promptly after they have 
accumulated suff icient funds t o purchase same . The only 
suggestion we can offer is that the Federal Reserve Bank 
take prompt action to fill the orders placed by employers. 

J , W. Stobaugh, Treasurer, Western Union Employes' Credit 
Union, Kansas City, Mo. * • • Our Credit Union is an 
issuing agent for the sale of War Bonds and Stamps . 
Prior to the inauguration of the payroll deduction plan 
in Western Union we sold approximately $2, 220 wor th of 
Bonds monthly and about $150 stamps weekly. Western 
Union asked me t o give up t he agency so that the employes 
would buy through our cashier either by payroll deduction 
or by cash, so that the company would get credit for the 
sales. Bonde purchased through the Credit Union did not 
go in as company sales. I did not give up the agency, 
but encouraged the employes to bU¥ through the company. 
About half of those who formerly purchased through the 
C?eait Union adopted the suggestion, and about hal~ re­
fused to do so, purchasing from a bank or post off1ce 
or continuing with the Cr edit Union, and a fe! stopped 
al together. The big ob jection was the delay 1n de~1very 
of t he Bonds when purchased through the West ern Un1on. 
It is possible to wait nine weeks for delivery after the 
bond is paid for . Our employes are paid every Wednesday. 
Bonds paid for on September 2nd will be delivered on 
October 28th. The interest date, however, is the month 
in which the Bonds are fully paid . ~ut these people do 
not want to wait that long and anyth1ng the Treasury 
Department can do will be appreciated. Obviously I should 
like this communication t reated confidential . 
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Fred T. Sauasy, Attorney-At-Law, St. Petersburg, Fla. 
I submit herewith detailed statement of corresponden~e 
about ~ effort to get redem~tion of three $500 U. S. 
Defense Bonds, issued to me 1n the name Mr . Fred T. 
Saussy, curator and guardian of Mrs . M. Hortense Maynard, 
an incompetent, for whom they were held by me . The ward 
died, and on WAy 29th, 1941, I was appointed curator of 
the deceased estate , furnished bond and a.m still qualified 
as such. * * * I sent these bonds t o Federal Reserve, 
Atlanta, June 16, 1942, having previously asked requi re­
mente and their letter May 21st stated to accompany bonds 
with certified copy of ~ letters of curatorship. The 
following dates indicate subsequent correspondence : 
(long list f rom June 23-September 1) . * * * September 3rd 
a letter was wri t ten me from Treasury Department, Chicago, 
which acknowledged that they had the bonds , and ~ave the 
numbers, and amounts , omitted the exact date of 1ssuance, 
and stated that it would be necessary for me to get a 
special court order authorizing me to get payment of the 
bonds , which order must describe date of issue, series, 
series number, denomination and exact form of registration. 
I immediately wired Chicago Office asking to wi re me 
collect the exact date of issuance, as they had the bonds. 
No answer to said wire has been recei ved. September 9th 
I have had a court order expressly authorizing me to 
collect these bonds , describing them as fully as possible 
by number , amounts , form of registrati on- and that they 
are ~ 1941 issue . This will be forwarded to Chicago. 
I never would have invested the estate funds in the bonds 
i f I realized that so much trouble and red tape would be 
required. I have followed your regulation No. 315 .~6.and 
sent let ters of curatorship, and also a recent c~r~1f1cate 
of the court showing that I was still fully quallf~ed . 
T~ere is nothing in the regulations requiring s~eclal .order 
for a fiduciary to obtain payment. Instead of 1nfor~g 
me or the Federal Reserve Bank that such was the requl re­
ment , or writing to me in answer to previous letters to 
the ChioagQ Office , they del ayed several m?n~hs and th~n 
fo r the first time informed me of this add1t1onal requ1re­
ment . " * * I merely wish to make this of record, to let 

• • • 
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your office know how discouraged I am. * * * The heirs 
desire the estate closed , and all that I can tell them 

1.89 

is, that for almost three months I have tried to get their 
money for them from the Tr easury Department . 

Gco . L. Gilkey, Pres . , Citizens American Bank, Merrill 
Wis. I am writing this letter as a taxpayer and as ' 
Chairman for Lincoln and Taylor Counties of the Victory 
Fund Co~ttee , in protest against the needless expendi­
ture of the taxpayers' money involved in the effort to 
sell Government Securities. I understand from a local .•. 
theatre owner that they are putting on a drive this month 
fo r the sale of Defense Bonds. * * • These men were asked 
to wire you the f irst day as to how many bonds were sold. 
No" whether these men pay for that wire or whether the 
government pays for it, it comes out of the taxpayers' 
pockets in the long run and it seems t o me that the cost 
of a large number of tele~rams that are sent out where an 
air mail letter would do JUSt as well is adding materially 
to the oost of this war effort. The taxpayers are going to 
be bled white to pay for this war -- why increase the burden 
unnecessarily. • • • 

G. D. Gurley, San Antonio, Texas. You said ask the general 
publ ic why they were not buyi~ bonds. I c~ tell you 
why. Your bonds are non-negot1able . We bus1ness men 
can't affo rd to freeze our working capital. If we could 
borrow on the bonds in case we needed money to run our 
business , we would buy bonds. Never before in our 
his tory as I recall were we asked t o buy such bonds . On 
the face of your acts the general public are of the 
opinion you admit they are worthless paper after the war . 
That 's what I hear every day. You can't fool all the 
people all the time. As per the press a few ~aya ago 
the war debt is 200 billion dollars. The natlonal debt 
is 125 billion dollars. The States owe 35 billi on, 
making a total debt of 380 billion dollars . We.are over­
mortgaged already as you know. Senator By1•d sud last 
spring we were only worth 372 billions. Who can freeze 
thei r money for ten years? * * * 
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H. J. Scholl, Pelican Bag Company, Ino ., Crowley La. 
Ae e patriotic American Citizen I feel it my duty to acquaint 
you with a r ather deplorable situation. I manage an 
organization which employs upward of 50 men and women, 
all of whom have had very little formal education. When 
the Government asked that all companies or groups of 
persons subscribe to e regular purchase plan, our company 
was the first in this community to register one hundred 
percent. This was an excellent start and had it continued 
we would have made an enviable record in the purchase of 
bonds ; but it is my sad duty to relate that as of today 
ful ly forty percent of my employees have wi thdrawn and 
cashed the stamps that were in their book, giving such 
excuses as furniture bills, doctor bills, etc . Ho doubt 
a cer tain percentage were justified, but if the rate of 
withdrawal s continues the entire stamp and bond purchase 
of t his company will be canceled. * * * I, therefore, 
ask you in the name of those few who are trying so hard 
to make a success of the sale of war bonds to lend your 
influence to secure the necessary legislation for the 
installation of an intelligent compulsory payroll deduc t ion 
program. I am no flag waver, but I can see the urgent 
need for the success of war bond sales. If you have 
any suggestions that will help me out of my present 
dif f i culty I would appreciate hearing from you. * * * 

Mrs . Martha R. Ross, Alexandria, Va. Please l isten to 
me as one of Uncle Sam's •hired help". I am at the 
General Accounting Office in the Old Post Office Building 
on the Avenue . Until August 1 we could buy s tamps on 
payd8f in the building and we did! But after the new 
methods of signing out a part of the salary to be deducted, 
our sal esman was instructed to "drop everything.• Lots 
of us can't do t hat because of winter coming on and 
children going to school and illness , and so on, but we 
can and do buy stamps and bonds, when we can get them 
close at hand. Last uayday our salesman turned down $500 
of stamp sales because the chief had said stop, and you 
know lots of that money was not spent in stamps. I am a 
$1440 clerk but I am a 10-percenter, buying $10 •ortb here 
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in town and $3.00 in Fairfax County where I live. I have 
a family of three and we all have bonds and will continue 
to get them, but I know lots more oould be sold if we 
could get them in the building. * * * Of course you 
know there 's a post office next door, but t hat can't help 
us because we break our necks to get in on time and also 
to get home in the afternoon, not to mention sliding the 
banisters to get a bite of lunch in our allotted 30 
minutes . Then when we do take time off to go to the 
post office , there are queues in front of us that destroy 
an appetite for stamps . 

Henry P. Stacy, 1ttorney , Detroit, Mich . I am prompted 
to suggest that there are many people who are opposed 
to purchasing the present issues of War Savings Bonds, 
who would purchase such bonds if they were issued, the 
ssme as in the case of the Liberty Bonds of the First 
World War, in a non-registered series, title to which 
could be transferred by the physical de l ivery of the 
bond, without other formal ity . People of small means 
discover that, when a member of a family becomes deceased 
leaving a registered War Savings Bond of small value, 
but no other property requiring the probate of his estate, 
it is necessary l:o probate the estate in order to ca.sh 
the bond. The expense of probate may exceed the value of 
the bond, and, in any event , the proceedings take time, 
and are annoying to those not experienced in business 
matters. • • • 

1nonymous , Chicago , Ill. ill we see or hear is the differ­
ent states have not come up to their share of war bonds 
quota for the last month. Will you please tell us how 
to do more when there are so many other contributions to 
be given to, China r elief, Russian relief, now Greek 
relief, later Community Fund, and later I suppose a day's 
wages for Red Cross also British relief, and now Monday 
we have a "Have-A-H~art" tag day and the Civilian Defense 
have taken it upon themselves to teke up donations, then 
another donation for flag poles. If your War Bond quota 

.. -
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has to be reached I would suggest that you rid the nation 
of some of these rel~efs because we the people are getting 
tired of always hand1ng money out to these foreign el e­
ments when our own country is at st ake. • • * You in 
Washington just sit and wait for the money to come in but 
do you ever think of t he hardships you can cause by doing 
away with men ' s jobs. * * • We have to work dam hard for 
our money so get next t o yourself and do away with thi s 
extra relief or else take what you get and keep still. 

Hance H. Cleland, Pres., San Diego Gas & Elect ric Co., 
San Diego, Calif . As our reports and correspondence 
would indicate, we have been carrying on and have recently 
renewed with increased vigor, our drive to secure not less 
than 90% participation of our employees , and 1~ of pSfroll 
for War Bonds . Within this week two of our larger depart­
ments have repor t ed 100% participation and every employee 
for 10% or more . • • * We have a number of distr ict and 
collection offices throughout the city and county, one 
located in one of the larger Federal housing projects, 
for the convenience of the peopl e living in that area . 
Vie have four employe es in that office. * * • In the 
building, there are also offices of the National Housing 
Authority (Federal Housing Agency) ; employees of the 
Public Building Administration; and engineers and contractors 
constructing the housing ~reject . Our two women employees 
there, when requested to 1ncrease their subscriptions to 
1~, were rather incensed . • • • They gave as their 
reason the fact that the employees of all of the agencies 
above named had twitted them for being required to sub­
scribe for any bonds, - whereas they (the Fede:al employees 
and contractors) no t only receive higher salar1es and 
compensation but "were not required to take any bonds 
unless they ~ore or l ess volunteered to do so". They 
have no payroll deductions made f rom their salary checks . 
I have three times rewritten this closing paragrapb,-as 
I haven' t time to go to jail for a violation of Postal 
Laws. P.S. Our two women above mentioned signed for 
10% . Good luck to you in your program. 
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R. M. Schlie~~ Vice Pres., Field-Schlick, Inc. , St. Paul 
Minn. * * * With further reference to your lengthy ' 
telegram received this morning, I wish to offer ~ 
personal criticism which I think is very well founded 
and should be followed up and investigated very thoroughly 
by your department. In a matter of this kind there seems 
to be no necessity for a lengthy telegram at the existing 
rates, when either an air mail letter or regular mail 
would suffice . It is for this reason that we are wri ting 
you rather than complying with your request to wire you. 
I t would seem very evident that your d.epartment is giving 
little thought to economical operation in connection with 
our war effort. * * * At the same time we should like 
to know how you can reconcile t his with the fact that the 
public is requested not to use the telegraph and telephone 
when mail service will prove adequate, so that important 
government business may be completed advantageously. 

Anonymous , San Antonio , Texas. In the last war I put 
ever•y cent in Liberty Bonds because besides being a 
patriotic gesture they were a handy thing to possess. 
At Xmas or at any other time during the entire year you 
could use t hem as a gift or any way you wished to do so . 
These new war issues of your do not answer the average 
woman's purpose . • * * When I buy a bond, I have no i~ea 
to which of ~ children or to which institute or to wh1ch 
cause I may want to donate that money -- but your bond 
gives me no leeway to act as I feel like doing. Just 
reflect on this angle and perhaps bonds would move eesier . 

Hartley G. Fleming, Pasadena, Calif . I feel sure tha~ 
this letter will not get to you personally, but hope 1t 
will get into the hands of someone in auth?rity in ~our 
Department. Although you were obviously nusquoted ; n 
saying that "volunteer War Bond sales are a failure , 
I think it is public infor.mation that they are ~ot what 
they should be. * * • 0 e outstandinG reason 1s a 
public impression of WASTE IN GOVERNMENT . !Aany peop~e 
are not quite convincea-tnar-a!I the money they put 1nto 
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Bonds and Stamps is actually being used for guns , planes 
tanks, and ships . They ar e aware that an artificial pri~e 
is still being paid for sil~er , that men on supernumerary 
government boards and committees are being paid exorbi t ant 
salaries t o get in each other ' s way, and that the ap~arently 
useless small fry in Washington would staff a fair-slZed 
aircraft fac tory. * * * In al l my selling experience 
one of the most usual ques t ions was *What is the borr~wer 
going to do with the money?" In the case of War Bonds, 
the public is just not convinced that the government i s 
making a sincere effort to make every dollar count. 

Claudius 0. Johnson, Pullman, Washington . * * * We 
should be buying, - that is, the public , not the banks 
should be buying - at least $2,000,000,000 worth of bonds 
each month. Make us do it . Ever bo knows that the 
voluntar s stem is not workin . .ov e ac resses se i ng 

on s! at a rl iou ous proceeding! I am sure that 
the Axis powers must guffaw at such nonsense . MY own 
face t ingles with shame . How utterly beneath the 
dignity of a great power that we should be fighting a 
total war with such methods . Besides, the movie peopl e 
are probably selling few bonds anyhow. ~ guess 1s that 
what is happening is this - that prospect ive buyers , 
knowing that they are coming, wait until the s tars arrive 
in town before buying bonds. I regret, Mr . Secretary, 
that t his is rather a severe let ter. I know that you 
know that we must have a r eal program for bond buying: 
Why delay announcing it any longer? l.!ake it tough &nQ. 
strong and the American people will approve. The Presl ­
dent gave us a fi ne example in his Labor Day address. 

James Drennan, Birmingham, Mich. Thousands of dollars 
are lost yearly through the uninterested post~sters of 
various post offi ces which supply mail to the rural 
districts . * * * A farmer or his children will run . to the 
mail box to purchase one or more stamps from the mall 
carrier. But they will not even walk, far less run, from 
t of a mile to 2 miles or more to the nearest store or 
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post office for one stamp, or even $1.00 worth. • * * 
About one month ago the Women's War Committee of mf 
community gave their time and effort to trying to induce 
me and my neighbors to buy stamps and bonds . • • • Well 
sir, I am one of the thousands of men and women who ' 
became really interested in stamps and bonds, so I thought 
if those women can give time, so can I help in some way. 
So I called up the Birmingham, Mich., post office, but 
could only get in touch with the assistant postmaster. 
~ ~ • I requested he tell the postmaster to have all 
rural mail carriers· carry defense stamps. Well, so far 
"no dice•. Now this morning I talked with one of these 
l adi es' husbands and be said his wife had called up the 
Birmingham post office, spoke to the_poatmaster, and 
that the post master's attitude was ~ell, when my boss 
gives me orders to deliver defense stamps to mail 
carriers, I will, but not otherwise. • • • Now I call 
this poor Americanism. This post master ~hould have 
been glad to cooperate . What do you think? Hoping my 
mailman carries stamps soon, I will close for present. 

N. L. Riegel , Baltimore, 1!d. Refer to my letter of 
July 26, 1942, attached thereto ten United States War 
Bonds to have the payees names changed. The last I 
heard of these bonds was the middle of August and they 
were reposing in Chicago, Ill . I have no idea where 
these honda will travel before the necessary changes are 
made , but I do have a definite idea that it should not 
require nearly two months for the return of these bonds. 
I realize the mAD¥ thousands of bands and red- tape that 
these bends must go through, but I still feel that enough 
time has elapsed for all necessary red-tape.and boon­
doggling. I regret annoying your organizat1on, but I 
am just one of the small boys and do want ~ bonds back 
for whatever they may be worth. 

• • • 
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Andrew Wilson, Jr., Pr~s., The County Trust Co., White 
Plains, N. Y. ! s Pres1dent of a bank and Chair~an for 
Wes tchester County in the Treasury Depart~ent's War 
Savings Staff, I have been particularly interested in 
the character of the securities ~de avai lable to the 
public up to this time . I understand why the adminis­
t ration has preferred not to offer negotiable securities 
in s~ll denominations in vi ew of the experience which 
followed the last war and I agree with the proposition 
of a non-negotiable but redee~ble War Bond. However, 
in the discussion of inflation by members of your 
Department, I see r epeated r eferences to the desirability 
of encouraging the taxpayer to reduce the amount of his 
present indebtedness as much as possible . • • • it the 
prese.nt time, great pressure is being put on all wage 
earners and taxpayers to buy non-negotiable War Bends to 
the limit. • • • Once he has bought them, the average 
man is r ightly reluctant to redeem them as a matter of 
pride and patriotism. But he has now invested his surplus 
earnings in a non-negotiable Government Bond which will 
not help him for at l east t en years to get out of debt , 
so he must continue to pay the interest on his obliga­
tions with less likelihood of reducing the principal 
than before. If the public were offered a type of War 
Bond which could be purchased either at par or on a dis­
count basis, and which could be accepted by creditors 
in reduction of existing indebtedness, I believe that 
thousands of people would be eager to use them. Not 
only would the buyer be interested, but, in many cases, 
creditors would offer to accept payment in War Bonds. 
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• * • On the other s ide of the picture, I know f rom ~ . 
own personal situation that I would be glad to buy add1t1onal 
War Bonds if I oould use them now to reduce personal 
obligations, either by arrangement with my cr edi tors or 
as a matter of right under a statute. • • • It has been 
apparent to me fo r a long time that one of the reasons 
for our f ailure to reach the monthly quotas set by your 
Department ia a reluctance on the part of people to over­
invest i n a non-negotiable 'security, knowing that the 
cost of living is steadily creeping up and that taxes 
will increase continually. 
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Wi lliam G. Genner, Pres . , Bank of Great Neck, Great 
Neck, N. Y. Volunteer s have been selling Defense Stamps 
in our Bank lobby and I think they have achieved excel ­
lent resul t s. We i n turn have been selling the Bonds 
and have fo l lowed the pol icy of delivering the Bond t o 
the purchaser at t he time of sale . We have not requi r ed 
a return visit to pick up the Bonds . Vfe too, I think, 
have done a good job. We al so have assisted to make 
the sale convenient to clients by convertin~ filled stamp 
books into Bonds . * * * Our local Post Off1ee is unable 
to exchange the books for us into cash and the Federal 
Reserve Bank bas taken some but advises us now that they 
can no longer do this . The amount of filled books bas 
exceeded by about 100 per cent the amount of stamps sold 
in our lobby. You will see that we are now in the diffi­
cult and unfortunate position of having to refuse conversion. 
o * * I am writing you for suggestions as to how we can 
restore this servi ce, feeling confident that you do not 
want any impediments in the way of sales of stamps or 
bonds. * * * 

Clarence L. Dicker son, Dallas, Texas (1ddressed to 
Senator Connally) On a news radio broadcast yes terday 
morning, mention was made of labor working as usual on 
Labor Day and the announcer went on to say that some 
unions voted to "donate" their day's pay to the purchase 
of War Stamps and Bonds. * * • Personally, I feel that 
if there are any "safe investments~ today, they_surely 
are those made in Government Secur1tiea . Organ1zed 
IiOor Is benefiting more today from the war effort than 
any group and they of all people, should not feel that 
they are "donatin~' ~bing when they "invest• ! ~ 
szrtion of tbeirre~ously increased income in 

vernment Stamps and Bonds . This type of propaganda 
could have a detrimental effect upon the ?ublic mind, 
too; it could cause it to feel that organ1zed groups o~ 
people that are strong politically, having represent~t1on 
i n practically all governmental agencies , feel that lD 
iurchasin~ United States War Stamps and Bonds , they are 
donating this money to the Government . It aee~s t~ me 

that the Treasury Depar tment and those in aut~or1ty lD 
Washington would discourage this type of publ1city. 
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Favorable Comments ~ Taxation 

J. K. Livingston, Houston , Texas. It is with great 
pleasure that I note your proposed plan of placing a 
tax on spending . In a sen~e 1t is nothing but a sales 
tax, but the arrangement, 1f I get the correct int erpre­
tation, is a most unusual one and brim full of good 
common sense . Everything one purchases SHOULD HAVE a 
GOVEIOO!ENT SALES STA1!P. (Outlines his idea) * * * 
I call this a REAL stamp act! Get it going and our 
Uncle will get plenty money this way and everybody will 
be happy but the chiselers and fifth columnists . I'm 
just happy to register mf appreciation of such a plan. 

Hortense M. !mold, Allendale, N. J. Everyone I have 
contacted has been in favor of a di rect tax at the 
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source, such as the federal old age and unemployment 
taxes, as they feel it will be most difficult to try to 
save up for it and because of its complete lack of compli­
cations. 'Pay as you go.' Also, they are in favor of 
a smaller tax, but no exemptions. * * * The Ruml plan of 
drogping a year and star ting anew, as of January 1st, 
194~, also meets with the approval of the man in the 
street and on the train and 1n the bus and even the 
woman in the home! As for the slowing up of the Defense 
Bond sales, so many people are afraid that t~ . Roosevelt 
will decide to void them or recall them and replace them 
with others which will not be redeemable for perhaps 
twenty years or more, that they actuallz_are hesitant 
about tying up their money in this way and those are the 
people who should be paying the sales tax because they 
are the 'spenders' who are heading us toward inflation . 

Conrad A. Carstens , Blue Island, Ill . Read Mr . Henry, 
~furgenthau's controversy with Congress in last Sun~ay s 
Tribune . Although I am not qualified to :peak. on The 
Spend ing Tax • and "The Federal Sales Tax , it lS MY, 
opinion that Mr. Morgenthau wishes to protect the l1ttle 
fellow, the common folks as people like myself. We have 
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no money to spare for the luxury of spending so it would 
not harm us if enact ed, but a Federal Sales Tax woulc 
crush the oommon folks. Would appreciate it if you 
extend my thanks and gr atitude to the Secretary for his 
kindness and consideration to the common people . 
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Unl&vorable Comments ~ T&~ation 

John H. McGinnis , Houston, Texas. Your deep and growing 
uneasiness as to what shall befall Mr . Average Citi zen 
unless your self-styled exper ts continue to figure out 
new and better ways to separate him from his income is 
truly touching. It seems to be your convict ion that 
because the total national income has increased, the 
income of the individual has increased accordi.ngly. 
Did it ever occur to you that while every one in 
Washington seems to talk and spend in billions, Mr . Aver­
age Citizen i s compelled to figure in terms of dollars? 
* * * Throughout the world, it is the prevailing 
opinion that the citizens of the United States are highly 
l 1terate, of good judgment and have done a fairly good 
job of taking care of their individual business, until 
comes an administration that constantly seeks new ways 
of proving that we are a bunch of imbeciles , incapable 
of managing our own affairs and that the Treasury Depart­
ment is especially concerned lest we waste our substance . 
Would it be possible for you and your self-styled experts 
to get your heads down out of the clouds for a time and 
give the average citizen credit for being far enough ahead 
of the moron to at least handle his own paycheck, without 
new and better ways beinfi: found to shorten it for him 
by Washington would-be d1ctator s? Thi s letter will 
probably never reach you, but be t ossed into the waste 
basket by some pea-brain allotted such tasks, but at , 
least the above is becoming rather generally expressea 
throughout the provinces . 

Anonymous, New York, N. Y. •imerica First Last and 
Always•, but for heaven sake once and for all sett~e 
this tax ques t ion. If we have to pay 15% lets do 1t and 
stop all this bicker ing around . You are giving a hundred 
and th i rty million people one fine headache. Settle the 
question between you big wigs in Washington, you do~ ' t 
ask the small fry f or any advice, we just have to s1nk 
or swim. * * • Talk about morale--you in Washington 
sure plant the seed of fear in every heart. We are 

( 

• • • 
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fightin~ a war and everyone is uneasy enough. Start 
practic1ng what you pr each - econo~. If the heart of 
our country has the jitters , what o you think the rest 
of the body suffers? 

201 

C. H. Shaver, Glencoe, Ill . It was necessary for me to 
stand in line for forty minutes today in order to turn 
in sooe Uni ted States Treasury Tax Notes on a September 
15t h installment of income tax . There were six people 
in line ahead of me when I started, so that the time 
~er person was approximately seven minutes . There is 
JUSt one window available to the taxpa{ers of the entire 
citl of Cfiicafo who wish to use tax no es In patlng 
tbur income ax instal llDent . 1 courteous lnqu ry made 
of the man Who seemed t o be in general charge, as to 
why there were not more windows opened up for the 
receiving of tax notes brought a snappy comment, ~ 
don' t you write your Congr essman about it?" Judging 
from the comments which I overheard f r om people standing 
in line there will probably be fewer t ax notes purchased 
in this area in the f utur e. If this proves to be t rue, 
you will have at least one of the reasons why. 

Laurence H. Eldredge , Philadelphia, Pa. I prepared_ 
and filed an income tax return for 1941 and ma i led 1t 
on March 3, 1942. It showed a ta.x of $2, 908 .09, of 
which one-quarter , $727.02, was payable Yarch 16th. 
However, I wanted t o make as big a payment as possible 
to give t he government the use of the money, so I made a 
first payment of $1, 000.00 . On June 12th I made a second 
payment of $1,000.00. ! t that t i me according to my 
original return I had overpaid the amount due June 15~h 
by $545. 96 . However, I fa1led to return en item rece1ved 
as back interest on same defaulted bonds as I was ~der 
the impression this should be treated as a capi tal 1tem 
and included as capital gain when the bonds were finally 
sold . When I later discovered that only part of the 
interest should be so treated, I filed an amended r eturn 
showing the total tax t o be $2,976.36, an increase of 
$68. 27 . If I had shown $2,976.36 in the original ret urn, 

.... • 
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one-quarter of t hat amount , or $744.09 would have been 
due on March 15th. I have recently received a bill 
from the collector for t he $68.27 addi tional, plus 
an i t em of $1 .48 interest. I have argued in vain that 
I do not owe any i nterest and that I paid more than 
was due under either the original or the amended return 
when I made my March and June payments. ., * * I am 
told it is the uniform practice to charge interest on an 
amended return and to ignore the fact of how much the 
taxpayer has paid . Wr. Secretary, I do not care about 
this $1. 48 . I am willing to contr i bute this much, and a 
greet deal mor e to my government. But I do care about 
havin& my Treasury Depa.r tment do a shabby thing. * * * 
I do not want to have my government stooi to a shyster 
trick in order to collect a few extra do lar s . There is 
no justification in good law or good morals for the 
attempt to collect this $1 .48 interest . The only reason 
for assessing it is that the government has so much power 
that the average tax~ayer will pay rather than fight it. 
If an ordinary indi vldual so~ht to collect payment of 
such an item of non-existent lnterest he would be thrown 
out of oourt befor e he got started. * * * If t he ordinary 
business man made a practice of charging interest when 
the debtor had actually overpaid his installments, the 
Better Business Bureaus would get after him and , if he 
was engaged in Interstate Commerce, the Federal Trade 
Commission would probably issue a cease and desist order . 
I know I can speak for the Bet ter Business Bureau view­
point because I happen to be the president of the Phi la­
delphia bu.reau. * * * I do not intend to pay this $1.48 . 
I shall resist any demand for payment with al l my p~wer 
(puny though it may be compared with that of the Un1ted 
States . ) 

Wm. B. Mayor , Chicago, I ll. I acknowledge your r eply 
courteous to mf discourteous comment on the proposed 
spending tax. No doubt you folks receive plenty o~ 
unqualified bel~. So here' s some more. The spend~n~ 
tax is dictatorlal . It does not and cannot apprecla ~ 
tha t what constitutes unnecessary, extravagant ex~~ndl­
ture for one person, is sensible, necessary expena1ture 
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for another person. * * * I see clearly the need for draw­
ing off loose funds. But t hose funds have accumulated 
in the pick and shovel circles mainly. (I guess I 'm 
one of them there r eact ionaries .) The New Deal bas placed 
a false economic value on shovel exercises and variations 
thereof . Unkind peopl e (they coulan•t possibly be correct) 
say it ' s because there 's a vote attached to each shovel. 
In short, it ' s time the New Deal clamped down on labor 
as well as on others and used the word "frozen" instead 
of "stabilization" . It ' s time, too , the labor leaders 
(or thugs) were treated as t rai tors when they pull 
workers off jobs or swing baseball bats on nonconformists. 
0 * * 

Regraded Unclassified



l:r. Kuhn did 

wi"th thia. 

I . 
n 

Regraded Unclassified



TREASURY DEPARTMENT 

INT'IDt OI'I'ICa COMMUNICATION 

Secretary Morgenthau 

Ferdinand Kuhn, Jr . 

a :zos 

DA,.. 

September 18, 

Congressman Cellar made a v~oioua speech yesterday 
about silver, speaking of a •vast hoard" at West Point 
which industry cannot touch, and a king similar mis­
statements throughout hie speech. He urged repeal of 
the silver legislation, and said that it the Treasury 
still insisted on •hoarding• ita silver stock, it should 
have ita knuckles cracked. 

I have asked Kr. Shea {Larry Bernard' s successor ) 
to show Mr. Caller our two press releasee on silver, and 
to point out the misstatements he had made. Al so, I suggested 
to Mr. Shea that he should get our two statements on silver 
printed in the Congressional Record, end that someone should 
reply to Cellar on the floor of the House. 

f (C. 
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TREASURY DEPARTMENT 

INTER O FFICE CONMUNICAT10N 

DAn Sept. l$ , 1942 

fO 
Secr et nry Uor~enthau 

!Jr. Horllch 

S•JbJect : Shloment of Plnnee and T~>nks to the U.s. s.R. 

Durln~ t he perlod September l - l Q, 1942, 

~ total or ) 1 planes (7 f1~hters , ?4 ll~ht 

b~obers ) and 62 med1um t nnke lert the Unlted 

Stot~e for the Sovlet Unlon . 

( 

• . . 

Regraded Unclassified



!..toober e 

-cdlum 

1- \\• ~ 

- ? -

Sr.t':lr.tent~ of P1,.nee Pnd T9nke t'rom t he 
Un1t ed Stl'tes to the u. S. s. R. • 

Totp1 

Totr1 

Shi omont e 
-lur1n!l' 

Seote@~er 1 - 10 , 194? 

7 

24 

0 

31 

C•t"l•r1Pt 1 ve To tel 
J ,;n·.lP r y 1 , 1942 
to SeotPr:ber 1 0 . 1~11? 

1 , 325 

1. '!65 

2,590 
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Table B 

Snt~mentP of ?lenes and Tanks to the 
U. s . s .R. by Uonths • 

TotPl 
lli~ Bombers lli!!ll 

; "r'JArj , 1?11~ 56 4 60 

,~tbr ~~ :-y 123 115 236 

-~!'c .. 68 170 235 

A~rll 120 511 174 

- •Y 52 4:? 94 

J!Jne 1':>7 104 231 

July 123 134 ?57 

;. •~u~ t 202 126 3?.11 

5e.,te~mber 1 - 10 __I ~ ..Jl 

rotPt 194? to 
1 ,651 3e .>teob~r 10 S7S 77) 

•• <>As ed on exoort decl~>r~>t lons received. 

• 

)... \\ - c, 

Llcrht l~edlum Tot•l 
TPn!<s !~ TPnk~ 

20 22 112 

172 38 210 

159 25S 1117 

21'-7 216 503 

94 45 119 

143 ?06 '4'l 

151 157 30S 

299 261 560 

_.Q 6;> 6;> 

1,325 1, 26~ 2.590 
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~'"""' pabllcaUoa. 
STEPHEN EARLY, 
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SIXTH REPORT TO CONGRESS 

ON LEND-LEASE OPERATIONS 

For the Period Ended September I I, 1942 

'"Tbc Ptaida>t &om time 10 time, bo.t aot lao Ircqocody dlat~ ooce 
oiO<tT c~a,.., tlall tn<Wilit tO the Cooaraa • r<po<t ol opentiOGt 
Ibis Att Uatpt ••cb UUo<matiOG aa he clccmt iacompadbk widl 

public iacetUt co ditdotc." 

!From Sc<tioo 3, oubt«doo b ol ".U Act to Promo., die DcfCOJe ol the 
Uoited Statet" (Public X..w No. 11, 77th Coogeu, ln Settioo).J 
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PRESIDENT'S LETTER OF TRANSMrTT AL 

To THB CoNouss or To UNlTBD Suns o• lumuCA: 

1 am transmitting to the Congress the Sixth Quarterly 
Report on operations under the Lend-Lease Act. 

As our men move overseas to battle they must and will have 
sufficient quantities of the best equipment the United Stares 
can produce. At the ume time we must provide more 
weapons to the armies of out allies already in the lighting 
lines. Britain bas been lighting the Nuis for three years, 
China is in her sixth year of war, and in Russia the war's 

-~r---- _ land front is more than a year old. From the begin­
they have carried on without enough guns or tanb or 

planes. It is through their uphill light that the war has not 
been lost. Only by strengthening out allies and combining 
their strength with ours can we surdy win. 

Deliveries of lend-lease supplies, which have been growing, 
will have to grow much larger still. We and the other United 
Nations need all the weapons that all of us can produce and 
all the men that all of us can muster. In relation to their 
available resources Britain and Russia have up to now potduced 
more weapons than we have. And they are continuing to 
produce to the limit, in spite of the fact that Russia is a bartle-
6cld and Britain an offensive base. So far the Un.ited States has 
little more than passed the halfway marie towards maximum 
possible war productioo. Not until we have reached tbe 
maximum-and we can do this only by stripping out civilian 
teonomy to the bone-can our lighting men and those of our 
allies be assured of the vas~ greater quantities of weapoos 
ttquired to tum the tide. "Not until then can the United 
Nations march forward together to ccruin victory. 

FlP.ANXl.lN D. Roosavm.T. 

5 
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Chapter t 

LEND-LEASE PROGRESS 

f.n ever-increasios numbers Amcricao men arc joioins batde 
wirh the enemy 00 land, OD sea, aoclio the au, aJonrlde the 
men of other United Nations. AmctU:ao fact~ieo and work­
shops are furnisbins out I.Otce~ with the weopooo a~~d material• 
they must have. At tbe same time, under the lend-lease pro­
v•m, weapons must be providt:d in steadily increasins quao­
rities to our allies 10 tbat tile fis.htias power of the United 
Nations may become u ovcnrllefmin& force. 

Lend-L~sc Aid 
During tbe dgbtcco·mooth period, Much 1941 through 

Augwt 1942, sbe value of soods transferred aDd servicca 
r<lldered was $5,129,CIXl,<XXl. Goods uaosfcrred comprise 79 
percent of this amount and scrvicca rendered 21 percent. Ia 
addition, the volue of lend-lease soods in process at Aupt 

1942, WIS $1,)60,C(X),C(X). 
Thus, the tOtal amount of lend-lease aid ro the end of 

August was $6,489,<XXl,<XXl. This compatea with $4,<197,· 
OOO,<XX> as reported in the .Fifth Report to Congress, three 
months ago. Currendy, aid is bciog provided at a rate o£ 
approximately $8,<XXl,<XXl,<XXl per year. 

Goods rraosfan:d cooaiat of (a), military items siiCh u 
planes, tanks, guns, and ammunition; (b), i.odusotial awe­
rials such as steel, petroleum pcociucu aod machine toob ;. a~~d 
(c), •&riculrural commodities, i.ocludio& pciocipally fuod. 
sr:uft's. In August., military items compriJ<d.about 58 pcrceoc of 
rota! trao$len, i.odusuial materials 29 pc:occal, aod foodscu.fs 
13 percent. 

7 
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Of the goods tn~~sfem:d. approximately 90 
been_ ~xporced aod th~ renWnder are at docks 10~t lu>t 
awaJUng export. waf<bOQsq 

GOODS TRANSFERRED ANO SERVICES RENDERED 

CUMULATIVE 
SINCE MARCH 1941 
IMIIII0/\1 Of Dollon ) 

~:oelt Tr, oniS Stnlett &,1 tt 
ooelt In Proctu 113 10 
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Th~ portion. of our rota~ production of military items, io. 
dustrJal macer~als, and agr~cultural commodities that is trans· 
fe~r~d to lend·le~~e countries is determined by the expert\) 
mthrary and ctvtltan bodies in charge of the over-all wu · 
~~rt, not by the agencies charged with the imrnediote supcr­
"_ISIOO .of t~e Je~d-lease p(ograrn. The most important coo­
Stderanon tn thn determination is the fact that the lend-lease 
pro~r~rn is an integral pare of our ove.r-all war dfort. lD 
dectdtng ho~ much material is to go to United Natioas, 
suategy offictals must 6rn determine the needs of the variOII$ 
fronts. The decision must then be made as to bow the avail­
able material should be distributed in order to do the m011 

harm to the enemy. 
Lend-lease exporcs have gone wherever the needs have beeo 

greatest: A_t 6nt, when the battle of Britain wos raging, they 
we~t prtmartly to the United Kingdom. 1u the war spread to 
Mrtca , the Mtddle East, and Australia, aid was sent to tbose 

8 

stca'· With die sipnJ oi the llusai&o protocol last October 
.aid began to 8nw to llus.aia. Aid to China baa beeo limited 
by the diBiculty of tramporcation, but the clevelopmcnt oi 
other means of transporcatioo will relieve this situatioo. 
currently, about 3~ percent of lend-lease exporu are goina to 
United Kingdom, 3~ percent to U.S. S. R., aod 30percent to 
the Middle East, Australia, and other areas. 

WHERE LEND·LEASE GOODS ARE GOING 
VALUE 0' EXPORTS 8Y QUARTERS 

MlUIOft $ 
Quotlt tty 

...... ---1.200 

u.s.s.~t . 1,000 

t OOU A.ND IOO 

'"" (A$1 A.NO OTHU 
600 

- --400 

UN I TEO 
IC IHOOOM 

OUAIItfllt lHOCO 

200 

•• • 

Services R~nda-~d 
Services rendered include principally the repair in this 

country of ships of United Nations, the shipping necessary 
to carry goods to lend-lease countries, new facrory and ship­
yard facilities built in the United Scares for the production of 
lend-lease goods, supply services performed ~ the ba~ ~ 
abroad, and the training in this country of Uruted Nauons atr 
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forces. While the value of ICrYices .=dcred is nor as 
the value of soodJ trl&ru{cned, lenlces att an ;~'as 
of the lend·lease propm aod all pun contribott pon 
fighting the wu. Goods C.ntlot be lliCd until ~ IOWJrd 
transported co their destination aod the repair of an ?_~ 

. be . f "'·~ .... camer IDllY a servtce o greater importance than would be 
the furnishing of an equivalent value of tanks or guns. 

Goods in Procen 
In considering cow lend-lease aid, the complete picture · 

nor. obtained without including the value of goods in ptotn~ 
This category represents the value of articles ready 10 be 111 
ferred or ar~icles for use in the auem bly of ocher articles whl:~ 
will shortly be transferred. The figure is not 10 be confusat 
with the value of goods "on ordor," but repre~enu completed 
work for which expenditures have been made. 

The figure shown in this report for goods in process rqx.. 
scots only the value of goods in process procured from ltod· 
lease appropriuions co the President. (See Appendix 11.) 
Le.nd:lease goods in process procured from lend-lease appro­
pnauons 10 the Army and Navy are intermingled with 
similar goods procured for the Army's and Navy's owo ax. 
In the case of tmlcs, for example, the portion destined for 
lend-lease use is not determined until assignment of the 
finished articles by the Munitions .Assignments Board. Thus, 
the value of goods in process tmdcmates substantially the 
value of goods ready or shortly to be ready for transfer to 
lend-lease: countries. 

l end-lease Exports and Cash Purchases 
Before the Lend-Lease Ace was passed, the British and othcn 

of our allies had let contracts with American manuf.cturcn 
for the production of planes, tanks, and other munitioo• of 
war. These orders, together with the lend-lease orders which 
followed, were largdy responsible for the initial expansioo cl 
our war produ«ion facilities, without whkh cbe U. S. wu 
program would not be as fu aloo8'as it is today. 

Not only has our wu ,production been stimulated by the 
cash purchase& of our aJliu, and by lend-lease orders, but 

10 

dti\daLaW 

,n Army and Navy have been immeasurably bdpcd 
~r ~:ersions co them of coo1iderable of the material so 

6tt~~ems called for by" the original cash ~ue oedCfS: of 
llies are nill coming off the assembly lines and are being 

our • rted side by side with items procured from lend-lease 
~s. Consequently, in considerin~ the amount of weaP?ns 
sod m•terials obtained from the Untted Stotes b~ our allies, 

b Old consider not only the amount fum11hed under weso . reb lcnd·lease but also the amount secured by dll«'t pu asc. 
From March 1941 to the end of August 1941, the v~lue ~f 

oods exported under lend-leue was $3,515,000,000; tn thtS 
g r t'od the value of goods, including munitions, raw same pe · · m>tc<ials and ocher supplies, purchased by lend-lease counmes 
wss approximately $5,800,000,000. 

Lend-lease Countries 
Under the provisions of the Le~d-Lease Act of March 11, 

1941 lcnd·le.ase aid may be provtdcd to the government of 
' ho·• d~'ense the President deems viral to the any country w ~ 01' • d h defense of the United Stares. The list now tndu ~ t e 

British Commonwealth of Nations and 35 other counmes: 

( 
Arge:ntil\0 E9ypt 

•B•Isium ' EI Salvador 
' Bolivia • franco (flshtlns) 
-6tctil ~rtt<C 
Chile G.Grmolo 

'(J,;,o "Holti 
'Colombia -Hondurot 

•Nicoratuo 
•Norway 
Ponomo 

"PafOtVOY 

"'•"' 'i'olond 
T..l<cy 

'\J. S. S. R. ~osta Rico •Iceland 
1 •u,.,,,uoy 

•(..,bo ron •Vcnc&utlo 
•Cnchoslovokla Iraq •Vv otlcrvla 
•Domlnicon Republic •Mexico ' 
' Ecuo<lor ' Nc!hcrlonck 

• 'l!.itish eo...--hh ol Notioftl 

.•-
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Chapter 2 

SPECIAL PROJECTS 
• Lcnddcli·l~se. aid tO ~dfecttlive must be dcliv<red. lo war. 

ume . vcncs ~ust. ~ .... uen y be made under coodicioas ol 
g~t diBiculty, lll _tnad~":'~c hatbors, . without the aid ol 
modcm cargo-handltnglaciliucs. To faolitate such dcli•<:ria 
a progra~ has ~ undenakcn with lend-lease funds for the 
coouructton of vanous types of small etaft, including harbor 
tugs, coasters and coastal tankers, small light-draft tow t.o.

11 
of specialized design, and a ,large nuq~ber of small wood barg" 
for use in shallow rivers. 

Some of chesc craft ue already in service, others are now 
going into commission, and moSt of the remainder will be;, 
service by summer of the coming year. 

In addition, lend-lease funds have been used to firuou the 
building and testing of a shallow-draft cargo vessel of no'fd 
design, originally known u the "Sea Otter." &rpcrlmcats 
on small-siud models of this. vessel were not conclusitc. 
Accordingly, it was determined to build a full-sited vessel fot 
further development, and lend-lease funds made this possible. 
Tests on this first full-sited ship brought to light defccu which 
caiJed for redesigning. In order that the possibilities of a 
vessel of this type might be fully eaplored, the Lend·Lcsac 
Administration continued its help by financing the coostnlt' 
tioo of a second full-scale model of a modified design, kn0W11 
as the "Seamobilc." 

The development of this type of ship has been entruSted ro 
a corporation, known as "Cargoes, Incorporated," under tbc 
control of a Board of Directors, on which the Navy Depart· 
ment, War Shipping Administration, War Department, War 
Production Board, and the Office of Lend-Lease Adminilttt· 
tion ue represented. AU the stock in this corporation is 
owned by the Government. Cargoes, Incorporated, has now 
completed the necess:>.ry tcsu and engineering for a full-teal• 

12 

Jl)odd of the Seamobile, and bids are being solicited for the 
conscruction of the vessel. 

Lend-lease funds have also been used to save shipping space 
and refrigeration capacity by the development of dehydrated 
foodstuffs. Dehydrated foods not only withstand tbe rigors 
of wartime transportation but require much less cargo space 
tlun is occess:try for other foods, as shown by the accompany­
ing chart. Pachgin&, has been improved and progress bas 

DEHYDRATION OF FOOD SAVES SHIPPING SPACE 
SPACE R[QUIRfO FOR FRESH fOODS • 100"' 

- Spoc:t RtQulttd ror Othydtoltd Food 

F'F1(JI $poet So'ltd In $hlppfn9 Othyd,oltd 'ood 

o zo"' 4o"' Go"' eo"' too .. 

BEEF 

EGGS 

MILK 

VEG£TA8LE$ 

been made in selecting foods with a high ratio of nutritive 
value. The result is that, on the average, a thousand tons of 
food exported today are the equivalent in food value of nearly 
two thousand tons of food caported in the early days of the 

lend-lease program. . 
These various special projects have potntcd the way to an 

important function which lend-lease funds . c~n perform. 
War places a high premium on ingcouny. Wnhtn t~e L<nd· 
lbse Act and with the use of lend-lease funds there tt ample 
scope and opportunity for the testing and development of new 

ideas that may help tO win the war. 

13 
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Cha pter 3 

LEI'V-LEASE AGREEMENTS 
Ever since we began giving aid to our allies, our allies b.a 

beeo giving aid to us. On September 3, 1942, this in{~ 
pooling of resources was made formal in signed 18fccme:ou 
with United Kingdom, Australia, New Zealand, and Fightias 
France. 

With these agreements, the program of reciprocal aid to 
our fon;es enters upon a new phase. 

The agrecmeou rest on the 1imple principle that each panici· 
pant provide the other with such articles, services, facilities, 

or informacion as each may be in a posicion to supply for the 
jo{nt prosecution of the war. The rule to be followed i.o 
providing muro:a.l aid is thor the war product.ion and wu 
resources of each nation should be used by all United Natioos' 
forces in ways which most el!'ectively utilize the aVlilabk 
materials, manpower, production facilities, and shippias 

space. 
The agreements signed on September 3 carry forward the 

application of these principles in certain imponant wa11. 
They specify, in the first instance, that while each panicipaJ>t 

rcuins the right of final decision with reference tO i" owa 
war production and war resources, decisions as to the 111011 

el!'ectivc use of resources shall, so far as possible, be mad< iD 
common, pursuant tO common plans for winning the wu. 
In the second place, they provide, as to financing th< ~ 
vision of such aid, that the general rule tO be applied iJ 
that as large a portion as possible of the articles and services 
which each· participant may authorize to be provided to the 
other shall be in the form of reciprocal aid, so that the need 
of each for the currency of the other may be reduced to • 

minimum. 

14 

The a8f<Cmenu thea ao on to specify ceruin speci6c: rypeo 
of assistance which are beiaa . provided aad will increNillaJy 
be provided for Out artned forces abroad: Military equipment, 
munitions, and military and naval stores; supplies, mater ials, 
&cilities, and services for the fortes, ucept for the pay aad 
allowance of such forces, adminhuative upeosea, and IDdl 
local purchasea u may be made outside the usual cbanods. 1 
The consuu<:tion ol military projects, wlu, and other capital \ 
works will be facilitated under this pro8flm of reciprocal aid. 
both in the tcrritorid of the participants in tbe agrccmeat, 
and wherever those territories are a more practicable soUrtc 
of supply than the United States or another of the United 

Nations. 
The program of reciprocal !cod-lease bas become a very 

material and important aspect of our supply problem. It 

puts the idea of pooling all our resources for war in its moat .• • 
dynamic form. It is more than a gracious and much appreo 
ciaud gesture of good will . Reciprocal aid represents the 
JllOSt economical use of th.o war resources of the United Nations. 
It means that we are husbanding time and uaospon to use 
resources where they are. It means, also, of course, tb>t the 
peoples of Britain, Ausualia, and New Ualand, already on 
short rations, are freely sharing what they have with our 

troops. 
Under reciprocal lend-lease General MacArthur's men arc 

receiving munitions, uniforms, food, and shelter (orom t~e 
Australians. Similarly, United States forces are recetvtng atd 
from New Zealand . The Fighting French in Equatorial Africa 
and New Caledonia are furnishing us with materials, fac.ilities, 
and services_ In Great Britain we are receiving a fonnidable 

amount of munitions and supplies. Guns and camps, aircraft 
and military storea have brcn turned over to our troops. In 
July alone, a quarter of a million Briti.sh workmen were engaged 

on construction for the American Army. 
ln the recent reciprocal-aid agreementS, the governmenu of 

Australia and New Zealand announce that they regard the 
principles of the Lend-Lease Agreement with Great ~ritain,, of 
February 23, 1942, as applicable also to thelf relauons wath 
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dle Unit~ States. They chua become the de-.eoth 
11111 twelfth goTemmen" tO adhere ~o the broad poUciea c:oar.iacd 

i1l the Mauer Agrttmeots wtth Great Britain, the So•iet 
Union, sod China. Siace the Fifth Report to theCoosreuco 
opera dons uoder the Act of March 11, 1941, similar agreem..,u 
have been sigoed with Poland, Belgium, the Netherlands 
Greece, Czechoslovakia, Norway, and Yugoslavia. ' 

The Je.nd-lease principle also has been applied to relations 
between ocher United Nations. The United Kingdom, for 
instance, is so supplying military stores tO the Soviet Union. 

The last Lend-Lease Report to Congress set forth a principle 
for distributing the financial burden of the war among the 
United Nations in accordance with their ability to contribute 
to the common pool. The passage of the Lend-Lcm Act 
meant that the doUar sign would not staod in the way oi 
our aid to the other United NadOIU. The reciprocal aid •BKC­
meots and the arrangements between the United Kingdom 
and the Soviet Union demonstrate that the lend-lease poliry 
is becoming a model for assistaoce fumished by our allies. 
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Appendix I 

LEND-LEASE ACT 
ote the defeoac of tbe United States, &Od fa< ocher pur­further to prom 

I""'·. ,; ,_ tbt S,..,, ,.; H•" •I Rll"'"""';"' •! tbt U~tJ St«u •I 
8t it tttMI PJ ,Siul Thac chit Act may be aced as AD Act to Nwiu ;,. C.guJ t1JJ , · .. 

PromO<e the Ddeoac oi the Uniced Scat<t. 

Section 2. 
.... 

csed il1 chis Att-
A> "dekox aniclc" .,..,..._ 
(a) The: tenD wca. muo.itioa, aitcr&ft, 'ft:~Sd, or boa.t; m ~~ ..J:~. facility, cool, ~atcrial, ~ =~~ 

the ma.nulactOK, proc!octioa •. ~·ns, ~~· • 
oE 'cl deoaibcd •• thll ou-on, 'cl ciao ao.y uta e . .11 .,." ol or equipment foe aoy am t 

(3) Any com.pooeot ~·..,.. or ..-. 

dct~:~~~·~'i.Jusrrial or otbtt eommodity or article lor 

deCease. · cl described in cblo auboeccioo 
Sod> term .. defense ardcle" iodudeo any aru. e ' or to wbkb tbe UoJ«<i 

~--...1. red punu&o.t co a.ecuoo .,. . . ma.nulacuuQI. or .ptOCI;l b or herc-aftct acqulro ude, poPCUiOO, 
States or a..ny foreap sovcromcat ., 
or coo.ttOl. !-L • •• -... ..... •nyt,ao, spcci&<:atioo, 

Tb "defeoac ~monll11100 -- 'cl (b) e tctm . · rtal.nlaJ to any d cose aru c. deli&n. protO'fPC', or a.ofocmauoo pc: 

Section 3. . • ollll other bw, the Pcaidcoc ... y, 
(a) ~ocwi~wsdi•s thebpo~' io J., il1«t<~< oloaciooal ~ 

&om ume co Wll<o ,.~ ,; the Stamey ol the Nny, or the 
aulharU.e the Sectewy ar, ol the <;o.etom"'t-
IJly other clcputmen< or •s-Y . . -""'· ..,ac.. cheit . .,..,u. faccorics, aod ohi..,-- L-'· 

(I) To maoufaecuc< "' • the "'""'' co whicl> ~ ... · ._., · or ocberwiae ~· co th-~-' ~ ume co JUOiWCOOD,, ---L c:oacn.ca ue au gnp;;u 
owle a•ailible th.,-aor, O< defense accicle foe the&<>.....,...' 
cime by cbe Coa8f<ll• or bo<b.:bdeoc deems -rical to the dda>oe 
oi any =err wboac: defense t 
of cbe United Sr.teo. 
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(2) To Jdl, uusftt tide co, ezdwl&< leaK lead 
I"* ol, to AIJT ruch pretDJDalt ..,1 d.:J.-.' .rucic: orLothcn.itt 4 
artide - m&~~a&ctuftxl ar poc:ar..t aadcr • ""t oo cltitott 
way be ditpoocd ol andct thir potappb cx!:;ff:!' (I) ohallio "1 
the O>icf ol Srr6 of the Army ar the c:hicf o1 Nml '-111•~tloo wiG 
N .. y, ar hoch. The Y&lue of dc:fcorc utides di;~~oooof me 
under a~tbority of chis parapph, IJid procured lrom 1~ to aoy "'T 
appropnarcd, ohall oot exceed $1 300 000 000 Th ' h<n'toiCI!t 
lenoe article> ohall be dctcrminc<i by' me' he~ of ·t;·1:;c or liiCb de­
agency concerned or aueb other clepanmear 1 nc c! :rarunrnt 01' 
be designated in the m.an.oct provided in rhe :U.t! 10~ ttlfh•' ~r u. tball 
hereunder. Defense articles procu.rcd from fMd-1 bcrcaf~;:uoCU; IUQcd 
to any dcpa.rtmcnc: or agency of the Govcmrncnt orb h PJ::OS'ri•to! 
~utborlocd to be appropriated uod<t thir A<t, .hall ~~: b: d~om t.M, 
m any way under authority of this puagra.ph c.zctpc ~ ol 
bcrultcr authorized by the Coogress in c.hc Acu ap 

10
,
1 

l ezuac 
funds or ochcrwbc. PfOpriat 

01 t-uctl 
(l) .To teSt, inspc~t, prove, repair, outfic, rccoad.itioa, orochcrw' 

pia~ to good worlclng atdcr, to the cxtau to which lundJ Itt:: 
a•ailablc tbctd'or, orcootracu are authocitcd £rom rime co tilllebftbc 
CooJftSS Of botb, aay dcfcoac attiele lot aay such JOYCtDDICllf 
proturc: 141 OC' all JUCb IC:f"'rioc:s by prince COOU"ICt ' ot CO 

. ( 4) To ~municare to aay such JOY........,t ..;y dcfdll< iolaraa­
uon. ptn'"o•ag co tny defense a.n:ick fwuished to such 1 
UDder parasrapb (2) al chis subo«tioo. ......_ 

( S) T~ rclusc I!" cxpotl ""Y deCease attide dispoocd olio aoy "'T 
under th11 subtccttoo to any such gove:mmco.t. 

~) The t~· and ~ditions opoo which aoytu.cb forcip ao•cmmeoc 
r«c•.vcl any &ld aut~onzed under subsection (•) shall be tbOK wbieh the 
PreSident deemJ uulfa~to~. 111d the bc:ndit to the United Stacct may 1x 
~ymcnt o~ rtpaymcnt. In kind or property, or any ocher dire<:t or ladir«c 
ticndit wh1th the Pretldcnt deems satisfactory. " 

(C) Aft<t June JO, 194), Of aftCT the paSII!C of a <OIJ(Utrcftt fCIO)UOOII by 
the two HouKJ before June )0, 1943, which dcdatcl tbtt tbc powers ct:IOo 
(erred by or punuant co subsection (1) are no longer occcuary tO prOGIOCt 
the defense of the United States) neither the Ptujd.c:ac nOr the head ol 'IIJ1 
dcpartmrot ot ascncy ahall cxct<ioc aay ol chc po...,.. coalmed by or 
punuant to a~bo«tioo(a); cxccpc chat QJlW July l, 1946, any oloodl J>O"'<" 
m.ay M UC1'Cited co t,hc extent DCUSPf1 co any out a cootftCt or ap 
mcot wich oo<b a forciao sovernment made bdocc July!, 194), ot bdm 
tbc pauaJC .ol ~ch ~ot resolution, whicbC"''U it the a.rlic:r. 

(d) Nochons oa this Aa •ball be coostnod to a•. chori~e or "'pcnoit,.. 
authori.uti~ o/. c.oo~oyi~J •cstds by na•al TCUC:h o1 the Uo.ircd Scttt:t.. 

(c) N~ ..... "' thiS A<t •ball be ...,.Ctlled ra aothooU< ot 10 pmoi• 
~ ~ut.b~u.uoa of the entry ol any Amaicaa veud into a combat am 
to ••olauoa of scwoa 3 of chc Neuttlllity Act o( 19)9. 
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5«1ion <4. 
All coatn<tS or •P-" made foe the dbpt>Ptioa ol aay .w:­

..,;d< 
06 

dcf<mc iolocmatioa pen...,. to ac<tioa 3 shall coatait> a daoR 
b)' which chc fordao JO"",_.,t ....tnukca dur it ,..;u aoc, ...;thout ,.. -t ol chc Presidcat, rnml<r tide ta or poucssioo ol such ckbK 
.,.Ude or defemc iofomtatiext by gift, talc, or othctwitc, or permit its UK 
by anyone not an officer, employee, or apt oi sucb foreign govct'llmCOt. 

Section 5. 
( ") The Sctttt-ary of War, the Secretary of che Navy, or che head of any 

other department or agency of the Government involved shall, wbco t ny 
~uc.b defdUC ardc.le or de:fenac information ia nponed, immediately inform 
tbe department or apc:y desigoatcd by the President to administer sec:doo 
6 o1 the Act of July 2, 1940 ()4 Stat. 714), ol the qotntluca, character: 
yalue, terms of dispo~itioo, and ddtitl.atioo o£ the utidc: aod io!onnatioo 

"' .. poctcd. (b) The PraidC"Ot &om time co cimc, but ooc less &equeatly ch:aa oa« 
cYCfY niatcy days, shall cnnsmh to the Congess a report of opcntioot • 
a1Jder this Ace ex~ aocb iolormatioo u . ~ &c:ms iocompa~1>1c wich ~ • • 
pablic iotctCSt to disc:IOK. Rcpont pro••ckd for under thts su.btccuoa 
o1u11 be rransmittcd to the Sccrctat)' ol chc Scaat<"' the Clerk of the Hooac 
cl Repre:satutiYC:I, as tbe cue ma1 be, if tbc Sena-te oc the HQU.IC ol 
Jleprc$C'Otativcs,. as the: c:ue: may be, is ooc: ia 1C1$ioo. 

Section 6. 
(a) There i.s hereby autborited to be appropriated from timt co rime:, out 

of any money in the Trc.uury not otherwise appropriated, such a.mouou II 
may be neceiu.ry to ean-y out che provisions and accomplish the purpotct 

of this Act. 
(b) All niooey and all propc:ny which is «?"vcrttd into money rccc!ved 

uodtr section) from any go'lemmtm shall, wuh th.t ~pproval of tbc.Di.rec· 
cor of the Budget, re'ltrt to cbc respective appropnauoa or appropn;suoos 
out of which funds were expended with respect to the dd'eosc arudc or 
defense: i.olormatioo (or whieb such consjdcntioo i.s recei•cd, ~o.ad abaH be 
u ·ailablc foe c:xpeodicurc foe the purpose for wbi.eh ·~ expt'adcd fuads 
were approptiated by law, during the 6sc~l year tn wb.idl such funds arc 
m:civcd a.od the cosu.inJ &cal year; but aa ao C'fC'Dt shall soy fuods so 
ruei•cd be anilablc foe cxpraditur< after}""" )0, 1946. 

S.ction 7. 
The Sccrctaty o1 Wu, chc Sccrcrary cl the Nary, aad the bead ~ ~ 

dcputmcot or a&a>C)' oball io all ~"'~ 0< asm:mcors ~~ ~:;".:E': 
olsny dd'C:OK a.nic.lc or dd'cnK tolormaaoo full~ prot~t ~ "' t1 
citizens ol the United Sutct ' who have PJ'~' nJbts U). ~~0 oi!Jt 
article or informatioo which it bttCby aut.bonu:d to be d.isro-- c 
piymeou wUected for royalties on such patC'Dtt shall be ~u! to the owncn 
and holden of such patcnu. 
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Scc!ion 8. 

The Sccrmrics olWu aod ol tbc Nny arcload>y u~ 
or o<hcrwlte acq.W. .,_ &a~~~~UAitloo, aod ~ 11 ol co~ 
-.rithiJ> tbc jorioCiiccioo d uy cocmay cow~ J<Ctloo l '!'"prod...,. 
w.,_,.er the Praldeoc d<eaa aucb patdwc or """Walt! " •pplic:ahl., 
iA che l.oceruca ol tbc dd...,. of the Uuiccd Sea~ 00 co be-..,. 
Section 9 • 

. The Presidcoc: may, lrorn dmc c:o time, promul8atc auch rules and rt 

nons •• may be IK'«iUry and proper t.o carry out aoy oftb• ,_, · 1 sol•· 
. L . A • d b i ' .......... ol u111 cr, an c may cxcrc Je any power or a.uc.hority conferred h' 
cbio Ace chroush aucb dcporcmcnc, •seocy, or otliccr u be aball ':U .. ~~ by 

Section 10. 

Nothior in cbla Ace ah.U be coosttuod co cbansc t zinlog Ia .. r<l ri 
to cht UJC of the land aod nnal forces ol the Uuiccd Scaca, except Ia~ 
u !""' 111< rdaca co '!"' '."""uiacc;ur<• pocur<mcnr, aod «p&ir olda-
amdct, the commWJJcatiOD ol iolorm.atioo &ad Other 00 : b."" 
putpoocs coumcnccd u, thJa Ace. - •• 

Section 11. 

• U any provisioo ol thJa Acx 0< tbc applicatloo ol JUCb proyWoo co aoy 
amcmsrallCe ah.n be held u. .. ud, cbt validicy of chc o:maloder o1 lht 
Ace aod !.be applicabilicy of JUCb pcovisioo co ochct cimamawca aJuJ1 
ooc be aB'ecccd chereby. 

Anaono, Man:b II, 1.941. 
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Appendix II 

LEND. LEASE APPROPRIA TlONS AND TRANSFER 
AUTHORIZATIONS 

Of the tOt&l amount of lcnd·lcuc aid to dl[c, approximately go pcrceot 
bJS bcco pcovidtd from lunda approprl11td di~«tly ro the Preslddll for 
lcad·lcasc purpotc~· The o:maiodtt bu been providtd by the War Deport. 
CDCOt. Navy D:partmcat. aod Maritime Comminioo from appropriacloa.s 
made tO those agcocics which c:ooc:a.ia p-owisi001 tumUkioJ: cauln mu.i~ 
.,.,. amouots whicb can be used (Ot lcod·kuc. 

Dcrailtd iJ>(Qnlatioo on tbc awcimum amouot of lcod-lcasc aid which • • • 
can b< providtd by aiacior l<,Wacioo ia &i•co U> the Eollowin& othk. 

Appropriations to the President 
;.,,. l..ct>d·l.tuc: Appropria?~ Ace.................. .. ~.crtl,crtl,crtl 
Sc<ood l..ct>d·l.tuc: Approp<IIUOO Ace.. .. .... .......... ),965.crtl,crtl 
'lblnll..ct>d·l.tuc: Appropriacioo (Filth Supplcmcoc). .... M~,crtl,crtl 

$18,410,crtl,crtl 

Transfers Aut~oriud from Ot~or Appropriations 
War Dcparoncnc-Thlrd Supplemental... .. . .. ........ . $2,000,crtl,crtl 
War Depanment-Fourrh Suppltmc:ocal . ... , . . . . . . . . . . . 4,000,0CXMXXl 
War Depattmeoc-FiftbSupplemcntal . . .. .... , , . . . . . ... ll.l50,00l.OOO 
War Dcparcmcoc-Sizrh Supplcmen<al. ........ . .... .. . . 2,220,000,crtl 
War Departmcoc-Milirary Appropriation Act, 1943.. . .. 12,700,000,<XX> 
Navy Dcporcmcoc-Nnal Approp. Aec (Sbipt)...... . . . ),900,crtl,crtl 
Navy Deporcmeot-Naval Approp. Ate (Articlco)....... 2,5(10,crtl,OOO 
Navy Departmcoc-Sizth Supplt!D<Otal..... . .. .. .. .. .. IB,crtl,crtl 
Msritime Commi"ioo-Finc Supplcmcaul..... .. . . . . .. 1,296,6SO,CXX> 
Mmcimc Commiuioo-Fifth Suptll. ( Approp. Fuoda).. . 1,500,000.crtl 
Mmcimt Commisaioo-Fifch Suptll. (Coou. Aoth.). .... l,}lO,crtl,crtl 
Other Dcpotcm<O<>-Third Suptllemcocal. • • . • . . . . . • • • . . fi:IJ,crtl,crtl 

$+1,))4,6lO.aP -
M.xu.m. AwoVNT o• Am Ton C... S. PaoVIOCD •• • • • • $Q.944,6lO.crtl 
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Appcndi~t Ill 

RECIPROCAL AID AGREEMENTS 
Rcclpro<.ll·aid •arccm<:ots with Uni«d Klnadom AIUtraJ' N 

Zcai&Od and FiabW.J France wm: coocloded S.~ ) 1~;'· "' 
followma cxcbangca ol oo~CS. The lirst t1uoc agrccmcora ;...,. •. by ~ 
Wuhlartoo &Od th<: agrccmcot with FirbW.J Fna« wu sipcd ia ~ 

Agreement with United Kingdom 

The Honorable CoaoliLt. Htn.~., 
S~mtM7 •I Stm, Ullii.J Sr.u11 D.t-JU of Swt, 

w.,~.;.lfM, D. c. 
S1a : lo me, United Nad001 declaration ofJatni:a'T l 1 1.942. chc contnccia 

gonrnmeots-1pltdsed themselves co employ cbcir (uJJ resourcct military 1 

economic, against those oatioot with wh.ich they are at wa; and io ~ 
Agrcc~nt ol Fcbnury. 13, 1~2, c~ch <ootncW.a ......,_., Wldcnooit 
co pro~tdc tbc other .wnh su~ aruda, sc:rriccs, (acilitics or inform.uioo 
usdul 10 the poscc:utiOO ol thar commoo war u:odcrulda.g u each auy he 

in a posicion to supply. h is lunhcr the undcnu.oding o( the Gcrtero­

mcnc o( the United Kingdom o( Great Britain and Nonhem lre.llDd tbu 

~c geoe~al principle to be followed in providina mutu1J aid u k t forth 

lD the la~d Agrccmcnt of nbruary 13, 1942, is that the war prodoainn and 
the war raourca ol both Nauoos should be: used by the umcd fotas <i 

~ and of tJ:'c other United NatiODJ .in wa71 which lllOft dt'caitdy 
u~•l•ze the avadablc matcriaJs, manpower, production faci lities a.oc1 shi~ 
pmg •pacr. 

With a view, therefore, t·o supplcmc:otias Ardcle 2 a.od ArUdc: 6 ol tbt 

AgrccDl<Dt of February 2), 1942, bc:twcco our two Govenuaaus fot the 

po"'isioa of reciproca.J aid, J have che hoaour lO xc lonh below tbc udcr· 

scandlng ol the Government ol the United KiaJdom ol Grcat Briu.ia aad 
~onhero !«land of che principle• a.od procedures applicable co 1hc pori· 

&ton of aid by the Government of the Unic.cd KinJdom ol Greac 6rit-aio and 
Nonhero lrclaod ro the armed forcca o( the Uaircd Surcs and the...­

ia whlcb JUcb aid will be: cond.t«d with th<: maiatcOJDCr ol til<* laras 
by cbe United States Go.,.ernmccc. 

1. While cath Go.,.c:mment retains chc right ol 6.nal dec:isloa, ia the 

light .of iu own poccotialities and mpoosibilities, decisioot u co the m.()l.t 

dfceuvc UIC of rnourccs shall, 10 Car u possjbJc, be made in commoo, 

punuaot to common pla.os fOf' wio.oia1 the wa.r. 

2. Aa to 6aaotioa th<: pwrision ol such aid, witbia the 6cJds '""'""""' 
bel-, it is the uocknundias ol tbc Gov=mcot ol the Uair<d JCiaP,. 
of G,.at Britain aad Nonhcm Irclaod that the acocn.J priosiplc ta be 

applied, co the poinc at which the common war cfon: is most df'ectivc, is 

22 

"tll>< ., lara< a portioD ~ .-lbk ol do:< anidco aod .-lea wloicb ..a 
c;o-rcnuncnt may aathcn1< to be: provided to the other shall be: ia the 

(or1ll of reciprocal aid so that the need ol cacb Govctamcat foe rhe , ... 
-r n( the other may be: rodnccd to a minimum. 

11 is ....,.,!io&Jy the andcnt&Odias o1 th<: Gov=malt ol the Ualoecl 

~r""' o1 Gtut Britaio &Od Nortbc:ra ltdand that the Uoir<d S..<a 
GOfcromcot wiJJ p-o•ide, ira a<cordaooc with cbc proYis.ioos ol, aod c:o the 

tJICDt authorized under. the Act oJ March 11, 1941, the share oi its war 

production tn•de available ro the Unhcd Kingdom. The Government of 
cbc United Kio3dom will provide·.,;, clic umc tams and 11 reciprocal aid 

tO aac.b ol itt war producdoo mack &Yiilabk to the Uoitcd Suta as ic 

aathcri.ttS in sccordancc with the Agrtcmcot ol Fcbnwy l.), 1.942. 
). The Government ol the United Kincfom will provide tbc Oniccd 

Sta~cs or ils trrncd force• with the followina types ol aniuancc u sut.h 
redproca.l aid, when it is found chat they can mou etre<dvely be: procuttd 

J.D che United K.ins:dom or in the Britilh CoJociaJ Empift : 

(•) Mllituy cqwpm<nt, maniuons aod milittry aod aaval nom. 
(b) Other sappli<t, m.atcrials. facilities aod scrvicn foe the Ualttd 

States lo«ca, cxccp< forth<: pay and allowances oloucb IO«CJ, admini,. 

uarivc cxpenKJ., and such local purcbue1 as its oBidal cscablishmeocs 
JU.)' ma.ke other tba.o thro\lg.b the o6idal tJcabliahmc:ou ol the Gov­

<tDJDCnt o1 w Ualrcd KJordom u •pccl&d ia panrrapb 4. 
(c) Suppli<t, materials and SCtTicca occdcd ia the -.tnoaioo ol 

miliury projects, tub &Od similar capitol -b ~<qoircd far the 

common war df'on: in the United Kingdom or io the Dritbh Colooial 
Empire, exctpc for the wage• and salaries of United States citlunt. 

(d) SuJ'I"ics, mataials and services nccdtd in the consmottion of 
such m.iluaty pojecq, t.aslcs and capital worb in tctritory Otha thu 

the Uoittd Kiaadom or the British Col~ ~pi,. ar r=iu><!. ol 
the Uniccd Statts to the c:xteot chat the Untted K.t.D&doiD or the Bnu.t.h 
C-olonial Emplrc is a \more practicable wurce of supply than the 

United St,atcs or a.nothcr of the United Natioos. 

•· The practical applicnioo of the prindplcs formulat:cd io this nocc. 

uldodiaa t.hc procedure br whlcb "'~""" (ar sAd br ~tba Govcr~mctu 
arc made and &<led upoo, &hall be: wotlccd out as ()(:(;J.$100 IIU.T tcqw.K b7 
agreement between chc two GovcmmcotJ. ac:tiag wbc:o pouible throu&b 

tbcir appropriate m.mc:ary or d vUia.o admJnlstradvc auchorilics. Rcq~.Kttt 
by the United StateS Govcmmcnt for soth aid will bc pt~s<a~<d by ~uly 
a;tbori.ud authorities ol the: Uo.itcd Sc,ates 10 oBK:iaJ ag('j)Citl ol the ':Jntu:d 
l:iaJdom which will be: dcsipar<d ar cotablitbcd ia L4Ddoo ~ ID ~be: 
mu wbcr< Uni«d S..tcs fotccs arc locar<d f« th<: purpoo< ol focilitaliDI 

tbe provision o( rccipcoca.l Aid. , •• o1 
}. 1t is che undmtandina ot the Government of the Unucd K..iagdom 

Grt;at Briraio a.oci Nonhero ltclaod tha.t all su.c.b aid, as well u other aid, 

iadodlaa w.,.,..;on, nuivcd under Anidc 6 ol th<: A~t oi nbni­
"'J'23,1941, acccpccd by rhc Prcsidcotol th<: Uair<d.St•ua~ bis••~-= 
n:pmcaut.ivcs &om th<: Govcmmcnt ol the UD>r<d ~Jdom 1 
received as a benefit to c.he United Sratcs under the Ar.t ol. Much 11, 194 • 

2) 
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boUt .. ~....,.. will paait, appoopriaco '""""' ol 
~ 'E2:fdt,!,"; &nivdle • ¥Jitlca &ad!;,..,"'": 

u tbe t ol the u..ir<d s.. ... -. ia tbc for. 0 

"''Pt tbat the s--t--' ,_ n:ply to tbat.. f:""'1 
...... 

pladaa oa record the UDdc:ntllllcliq ol oar rwo Gooruam:: • "'f'"W" 
l baYe the ~ to he, with tbc biahat coaaiclcratioa 

11 Si, lhl. ...... 
obcdkat, bDJDble ~IDf, 1 1 

fOit ... 

HA.UUL 

His Excclkocy the JUabt Hoacnblc The ViJCOwtt H•w.u K G 
Brit/JJI lf.IMNJ/~Jw. 1 

• 'I 

Bxm '"NCT: I baYc the hoaor to aclcaowledgc the reccl o1 y 
Excellency'a note ol todafa date cooccrniog the princ!plca :f' ,...._,""' 
appliuble tO the proviaion ol aid by the Go.cnuaent of the u.f.;diJ"" 
dcm of Great Brirain a.od Nonhcmln:la.od to the an:oed fon:ca of·' 0 U .•t 
Stata of America. ""' 0110! 

Ia n:plr I wiab to iAlotm roo tbat the Gouiwu' ol the Uoil<ll Su 
:,t'G: wtth ~c. aodeno:aodioc ol the GoorCitlman ol the Uohtd ~ 
--~~-t-Bri.~"-•~ N~ lrdoa.odacd u cxpaacd ia thac -. Ia 
~ wtw ""'ouepuoo COIIbl thcn:ia, ,_ oou &ad this rtpl 
will he «aard;<d ~ placiDa co record the IIJidcneaadiaa bcnftc - ~ 
Go-tera.mc:ou 10 tb11 matttt. 

• This fun.hcr in!<J<&tfoo 1011 •tm1Jthcnioa ol ow c:otiUDOO wu dlon 
JIYCI me great 11.usfaeuoo. 

Accept, Slr, the r<Dcwed lUIUf'&DCOS ol my hiJbcat conaidmtioo. 
eo ........ H • .., 

Stmt"'7 •I St"'' •I 1/N Urlitul SrM11 •f ~. 

Agreement with Australia 
The Honorable Cot..Du.z. Hau.., 

Stmt'"' •I St~rt, Wllll#"f14~t, D. C. 
S1a: A1 conrraccin& parties co tbc United Nadoot Occbrnioa of 

J:aouary 1, 19-4'2, the Governments ol the Unird States ol America aM the 
Commoawnltb of Australia pledged thcmJd- to emf!oy their r.Jl 
rcsourta, milhuy and economic, apiost chose oarioos wnb which tbq 
~atwu. 

Wicb «tatd to the arraogcmcna Eo< mutual aid hetw«D CMif rwo P' 
crnmatts, I rdcr to the •arecma>t siJacd at WaabioJtOD 00 Fclnu7 U. 
1942, herweco the GOYC<DtDCDts of the Uoited Stata of Amcria ...S <k 
Uoited KlnJdom on principles applying to mutual aid in the !ftd' -
authoriaed aod ,....ided for by the Act olCooJ«<I ol March 11,11141, ...t 
bave the bODOW' to inlorm roo that the GOTCI'DIDCtlt ol the Comm....W~ 
"! ~unnlia accept>, the principles thcn:in oootained u so..,..lns chc 1,""' 
YIIIOD ol mutual atd between iuc:lf snd the GMunmeoc of the U01ttd 
Statct ol America. 
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It is thc oodcnwocl.ilos ol tbc Go•" t ol tbc c---.!th ol 
,\...,.It. tbat the~ piadplc to he lollowcd ia pvridias oac:b aid 
;. ch>t the war prOd_.., 1011 war rcaowuca ol hoth aau- ohoaJd he 
.,..! by the~ (on:a ol,..U., ia the ~·ra wbid>- c6cm'ldy utiliac 
awla.ble matmab, IIWlfO"U', prodocuoa faci.liaa aad ahipplaa space. 

1 ..,... oc< lonh the W>Cicntaadlas ol the Go.cromeot ol the Cammna­
,.Wtb ci Australia ol tbc piadplct aod poctdUtC •.pplicable to tbc po­
orisioo ol aid by the GovcrtiJIICGt ol tbc Commoa~alth d Auuralia tO the 
armed fcroca ol the Uoited Stal<t aod tbe manner ia which •uch aid will 
be correlated witb tbt mai.ateaaoce ol thOK (orces by the UD.i~ States 
Governrneoc. 

1. While each Goveromca.c rcta.iot the right o( 6oaJ decision,la the light 
ol its own potwtiaUtict and retpontibilides, decialODS u to the molt 
cfc<:ti"e use o( resourct~ ab.all, to fu u pou.ible, be: made lo commoo, 
pnuaot to common plaot lor wiMloa the war. 

.. 
1. As to lioaocina the provision of ouch aid, witbio the 6dd• meociOocd 

bclow, it is my undent&Ddloa that the JcotnJ principles to be :apP.icd to 
chc point at whkh the commoo war cB'on: ia m.ott dfcctivc, is that as luac 
a portion as possible of the- anicln and KtViccs whitb each GoTetiUDICOt 
aaynthorizc to be proYidcd co tbe Other shall be to the Corm ol tcdproca.l 
,id so tbat the oeed ol each GOTC<OmaJt for thr cunmcr ci the other my 
be redoccd to a mi.oimwa. 

• • 

It is accordingly my uodcncaodinJ chat tbe United Sutet GoYacmtot 
Wl11 p-o"'ide. iD accordaocc with the- poYisi Oll$ ol, aM tO the: atcac aathor-­
io:d under, the Aet olMar<h 11, 1941, thcaban:olits war poductioomodc 
anilable to Austtalia. The Government ol Ausrralia will p-cmcle on the 
s;ame terms and 11 reciprocal aiel to much ol iu wuproductioa mscle nail· 
able to the Unhcd Statct u it authorizes in a~rda.acc: with the priodplet 
counciatcd in this note. 

3. The Government of Aunralia will provide •• reciprocal aid che follow· 
iog types ol ass.inance to the •rmed (orcca o( che United StatC$ in Au.nnlia 
or its territories and in aucb ocher cases 11 m.ay be: determined by common 
agrttmcot io the light of the development ol the wa.r: 

(a) Military equipment, ammunicion and mi.lictry aod oaval atorct.. 
{b) Other tupplict m:atcriaJ, (aciUcict aod terviccs (oc the United Sutct 

forces ex"'pt (or tb~ P*Y and aUowan«l ol t uch (Of«S., adm.ioiatnti•c 
UJXnscs, and such local purcbUCI ., itt offidtl rsc:ablis}lm(n~ may make 
Other than throu&b the offic.ial cnabiUbmeon o( the: Ausuahan eo.~ 
meat as spcci6ed ia porapph 4. . . 0 

(c) Sapplica, materials ;..,a ICt'fites needed ia the coosuucuoo olauhwy 
J<Ojccu, c:ub 1011 aimilar upiral -b ""'uim! for the «?""""" wat 
dl'ort ia Australia 1011 ia ouch other plateS as may he d<unaiac<lo acq>t 
for the -gca 1011 aalaria ol United St•us citi...,.. 0 0 

4. The practical applieaUoa ol tbc priDciples .formol~tcd m chss ooc.e, 
iocluding the poocdurc by which tcqUCIU for ud by ~ather ~t 
m made aod aoted upoo aha!! he -ked out u oceu•oo may tcqwr< by 
agrcc:meoc bctw«D tbe ::WO Go-ICf"DD)CftO, actin& wbea. ~iblc c.bJou&b 
their approp-.iacc military or dvilian admininntive autbonoes. Rcquesu 

25 

Regraded Unclassified



by tho Ueiud Scala ~. for RICh aiel will be 
.. uborilltd aatbori<ics ol the Ulliud Su.oes to ollicW ., ~to! br ~ 
"""'"'"'~ ol Aum.lia which will be dcsiptcd 0< -~ ~ C..O. 
b<tto aad to tbe ...,.. wbcrt: Ullit<d Su.tts £ona arelocaud for ta C.. 
ol £adlitatin1 tbe proritioe olruipocal aiel. the ......... 

s. It u my W>dentaadins tlut all RICh aiel &CC<pC<d b tbe Prai 
the Unitccl Statct 0< hi• authoriaccl repraetnl tioa &or! he · clcec of 
of Australia will be r<e<i..ccl u a bcndic to the Uoicccl s111

1 
::-• 

of Much II, 1941 . l.otolu u circumttaoocowill prnoic 1 e,. • •be Ace 
of aid received under this arrangt:meot, acepc for mit«lf!::•}.c ~ 
and scrviett, wHl be kept by each Govc:mmc:ot. aaliua 

U the Government ol the Uni~ State• concut1 io the fortgoJ 1 ••88«< chat the pr<I<Dt note and your reply to thac drcct be •s . ..d':ld 
plado1 on rccocd the undananding oi our two Go.cmmco~ · b~ 
matkr. ~~tb 

I ban the honor to be wilh tbe hi&hen coo.sidc:ntioo Sir vnu obcd' krYIDt, t I , _ _ , lctl( 

Tbc Ht><>Onblc Sir 0...... Duos, K. C. M.G., 
Mi.Wa of Alu1r.J/~. 

Owut o.-. 

Sta: I hn~ the h~ ~o ackaowlccl&e rc«ipc ol r- note o1 coby'o 
dat~ conccm••s the pnnaplca aad proccclwu applicable to tbcprooitioo 
olaJd by the GovcrtuiiCOt ol the Commcoowulth ol Auotralia to tbc 11111011 
IO«<J olthe Uni tccl Statca of America. 

I? reply I have chc honor to inlonn you that the Govcmmco1 o1 the 
Uoucd Sucn o( .America likewig ac:ceptJ the prlodpJn coouiaecl ia &ht 
•srccmcoc o( Fcbrvary 2.}, 1942. between it and the Government oltht 
United Kinsdom at &Oveming the provision of mutu.al aid bct'W«ft the 
Governmcnu of the Unhed States a.nd of the Commonwulth of Auttra1ia. 
My Gove.mmcnt agrees with the understanding of the Government ol cbc 
~mmonwealch ?( Au.nralia as expressed in your note of coday'1 due, tnd, 
10 acco~dance wnh the su,ggacioo cootaincd cbcrcin, your nocc tod tbiJ 
reply wall be rcJardcd u placing on record the undentandins bccwccn our 
twO GovcrnmcotJ in chis maua. 

This further lncegradoo a.od sttcngtbco.ia& ol our common war cl«t 
Jives me pat udsfactioo. 

Acccpc, Sir, the t'CtlCWCd wurances o( my hi&bat c001ickratioa. 
Coa.ocu. Huu., 

s""'"'7 •I sw. of,,. u.;tJ s'"'"., ......, •. 
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Agr~t with New Zealand 
1'1>< Hooorsbk CoaMUo Hou., 

Srtnt"'1 of St.u, 
Uroittl StMU Dr,-., StMI, 

w.,~mogn, D. c. 
Sra : As coom.ctiog partict co the United Natioos Dcdan.cioo olJaaaary 

1 
l!J'Il, the Govcmmcnu of the United Soatn ol America lOci New Zuland 

~edged thcm5elves to employ their full rc:sourccs, miliWT aad ccooomic, 

1
gainst chose nations with wh.lc.h they arc ac war. 
Io the Agnemmt ol February 23, 1942, between the Go•crnmenf$ of cbe 

Uo.it<d Kingdom aod of the United Stun of America, cb.e provisionl and 
principles of wb.ich the Government of Nc:w Zealand coosiders applkablc 
co its rclacioos with the Government of t he United StateS, ttch conrnctlns 
GD"UDJDcnC undcttook tO provide the ocher with such anida, scrvicn, 
bcilitics, or io.formstioo useful io the pr01eauioa ol tbeir common. war 
.tcnaking ss each mar be io.a poticion tO supply. 

h is chc undcnundio1 ol the Govcromcot ol New Zuland that the 
~ priociplc co be followccl in pR>Yidio& o..:h aid is that the wu flO' 
c!uctioo and war ruourcca ol both oarioea lhoold be uocd by each, io the 
tra)"S which mOlt dfeah·dy utilize uailable materials., IIWlpot"tf', pro­
c!uctioo &.cilitica and ahippios space. 

1..,., seclorrh the undcrnandio& olthc Go.cmmcot oiNcw Zuland ol 
1bc priociplca and procccl= applicable co the prvritlon ol aid by chc 
Go...-mmco• ol New Z.uland to the armed lorcca oltbc Uniccd Succs and 
1hc manner in which JUC.b &.id wi11 be OOI'f'elatcd with the maiotc:o.anc.c ol 
those forces by the United Stata Govcrn:mcnt. 

1. While each Government retains the right ol MJJ decision, in the li8ht 
ol ics own potentialities and retponsibilities,. dcdsioos as t~ the mott 
dfccUve usc of resources shall, so far u posstblc, be made m common. 
pursuant to commoo plans for winning che war. . . • 

2. /u to financing the provision of such aid, wtt?a~ the fields mc:n.uoned 
lxlow, it is my undcnraoding that the ge~cnl pnnopl~ to.bc apphcd, ro 
the polnc at which the common war e-ffort IS JJ!Oit c:ff'ccuve, ls.that as larse 
a ponioo as ponible ol the artidcs and serviCes co. bc prov!clcd by e.ach 
Govc:mme:nc co the ocher shall be in the form of rct1proc.al a1d s.o that the 
D«d ol etCh Goveromcac for the currency ol tbe otber mAy be rcdu«cl to a 
minimum. 

h is accocclinpy my uodcntandio& chac ~ Uoitrd Staccs GoT.,....,.., 
will provide., io accordaoce: with the pro"UIOD$ ol, a.od ~o the a:~t 
mborizccl under cbe Ace ol Much 11, 1941, chc sbarc olcts prodoc:uoo 
caadc: nailablc t~ New Z.aland. Tbc Go......,.., ol N.-. Zffi~ ~·U 
ptJvi&: oa me .umc Cd1'DS J.Od as red~ aid so .m~ al Jts ... ..-ocu.oo 
made available ,

0 the Uoitcd Sutcs u it auchontd to accordance Wltb 

cbc priocipl« enunciated in this nou:. 
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). The G.,..,.._,, olNew ZcaW.1 will pooridc • 
atm<d_f~ with the (oilowior cypcs o( .,.inaoa: ': Uelca! ~ .... 
wbeo II ~found thac chey eao ....,., di'..UYdy he ' '"<:!' "''~ .W, 

( a) Mihwy «!••pmeoc, muoicioas aDd mi~IANew~ 
(b) Othct ouppliea, maccriab, f'uiliciea aDd_..,;';:;~ ancl "'".>! ,._ 

forces, cxcepc lcic the pay anc1 ai!OW>Dce o( eh ~ or che Uon<d 3uca 
apc~U«, aad auch local pu.rchucs as hs otfici~u ~· adJninjscrt~ 
other c.hlUI throuah the official atablithmco o( co,:;ab:;:,hiiiCoiJ may IDih 
Zealand ao ~pc:ciJicd ~~ Parasraph ~. u e •cmmtnc o( N..., 

(c) Supphcs, mate:raa.la and JUVic:es needed in the coo , 
projcc~t, tatkt and aimUar eapital worb requjred (;ruu~uoo o( milhary 
c:~~n to New Zealand, e.xccpt: for the wages aod sa.lari t ol. uco~moo W.u 
CIUUJII. Cl lUted Statca 

.<~) Suppllca, macerial1, and 1<rviccs nt<dcd in the 110ft 
mtlnuy projecu, tasb, &lld capital worb in . ttnacdoo ol AIC.b. 
Z.aiJDd or ccrritory o( the Uoiccd Sea·- ·~ th <=~torythothtr cbae New 
• · - ....., c CXtc:llt at New '7--•--J 

II • mort pratutablt ooun:c o( Jopply th1.11 the U 'ccd S ....,_ 
ol chc United Nadoos. . • 

01 
tatcs or IOOchcr 

• 4' ~ praccic:al applieacioo ol the principlea formulaccd io • 
tododoft8 the prot<durc by whieh '«!D<Its for aiel by tithtr Cot~ = 
arc made aDd acccd upoo. ahdl be worked our as occuioo ma · 
•~meat bc~wcca .~c twO GovCIUIIICOrs, at.tiaa: wbeo ·tic rtqaut bJ 
the1r a~atc military or civilian adm.ittistrativc aoth: Wo.p 

S. h II my uodcnci.Dcliog dac ai!IDeh aid aocep«c1 b be Praic1ao 
chc Uoiccd Scaca or hit &uthoriud rtpr<O<Otati.-a m,1 ~ ~ 
ol N~ Zealand will he recei•cd as a heodic to the Uoiced ~~ ... uodtr 111c 
Ace rd M"":b II, 1,941. lotolu aa titcumstaotta will permit 1.......; 
reco of lJd rccCJved uoder this arrao emeat t ' . rr·vr·Ut 

facilicitt and KtVica, will be kept by ea~ Govle::e!:~. or miKCIIa.ocoas 
{(the Government of the United Scates cot1eun in the fOt"tgoin 1 would 

ploug~en thac che prutn< note aod your reply to ibac efl'c<t be J&.ro<d 11 
1 ng on r«ord the uodcntaodiog ol our cwo Governments la tbis 

matter. 
1 have cbe hooour co be Sir 

Your obodieot tcrv~c, • 
WALT'U NAU~, 

Mi•i.IJtr •I N,. Zulal. 

The Hooorablt W.u.na N..,. 
Mi11i.ntr •I N;_ Zultlall. 

S.•: I hne che hooor to ~<bowled&< r<t<ipc o( yew oocc olcod>f• 
dac~ <OOttroloJ the prillcipl<> ancl prot<durct applitabk to che poruioo 
ol
5 

atd by the ~·=mcot of New Zabocl co the atm<d (O«<J ol cbc Uaid 
r.ates ol Amcr1ca. 
I~ reply I have the honor co inform you chat chc GoVctDmtOI cllllc 

Un.te~ su.tel of America likewise coosidc:rs the proviJions and pri.ociplct 
:cal ned 1n the •.lf«~nt o( February 2J, l~l. bcrwccn hand cbe Gar-­

ment o£ the Unucd Kingdom as applkablc to iu rcladoDJ with the Go•· 
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Agreement with French National Committee 
TaT or NO'!'.S TO GIPfD.A.L 0ABI.QU111'now. fa.llto"CC'J N•now.u.Cowwrnu 

The French Nacioo.al Commiccee tc:ta forth below itS u.odmundlng ol chc 
prUocipl<> ao•eroioJ the provioioa ol ccri~ aid by cbt Uoic<d S..cco ol 
Aoxria co Fi3bciog Fri.Dt<I.Dd by Fipnng Frana: to the Uoic<d Stata: 

1. The Un.ired Sc:.au:s ol America wiU cootioue r.o supplr FiptiaJ Fnncc -.• • 
with such defense &nicks, dcfcose KrYica. a.ad ddCDK iaf(llfl!Utioa. u lhc 
flaidtot oball a.uthori .. co he cnDJfcrrcd or provided. 

1. Fi&briDJ France Mil coaciaue to cocnributc to the ddcnsc: ol c.be 
1/oic<d State~ of Am<rico ancl cbe otr<DJtbcoiog thcm>f and will proriclt 
soch attidcs. tc:t'9ias, fad.lidcs, 0t ialocm.atioo as it may be i.a a po~irioa 
wsupply. 

). The fundamct~tal principle to be followed in ~djng such aid is 
tbst the war produc:tioo &nd wa.t mour<es ol Fi&bdng Fn.occ and ol eM 
United States or America sbou.ld be used by che ll'lllCd rOfccs o( exb in 
lbc: ways which molt eft'ccdvcly udlitc available mstt!rial.s, maopowtr, 
production ladlides, and tbipping tptcc. While each t'(tains the ris;hc ol 
6nal decisioo, in cbe lisbc o( ha own potemialities and re$poosibiJhies, 
decis.ioos as to the most elective usc or rcsourca shalJ, so far as pos.siblc, 
be msde in common, pu.nuaot to common plaos for winning c.be war. 
~·. As to 6oaodng the pro•ltioo olsucb aid, witbi.o che 6elds mentioned 

below, it is the Commircrt's uodernaodioa tbat che general principle co 
be zpplmi, to the point ac which tbc common war dfon is most dl'ccriYe, 
is that u lu,ce a ponioo as pot~ible ol the arddcs a.od scrri~ to be ~ 
•idcd by tnh tO the othtr aball he in cbt form ol rtci~ "~· 

his attorclio~y ch< <=-min«'• uodentaodiog thlc ~ Uon<d S..C<I 
Gom:nmc:o t will po-wide, iD ICCOI'daocc with the ponstoos t:l, ~ !0 
the cx-c.an authorized uodcr, the Ace ol M.a.rth U, 1941, rhc shan: t:l ttl 
war prodotcioo made anilabk to Fisbtiog fran«. Fighci<g Fran« will 
provide oo the umc terms ancl u redproc:al aid.oo mods .ol ·~war prodoc· 
Doa. made anibble co the Uoiwl Scatc:s as iC authonus u1 :a.ccord.aoct 
with the principia cnuodaced in c.his oo<e. . . • • 
~ Wir.hio the tCI'ritorics uodet cbe eoacrol of FiabuoJ: Fta.DCC, « Wlthio 

the same thatcr of operadoos, chc Nadooal ~mince will ~·ide the 
Uaired Su.ces or its armed forces wi1h the followtog types of USliW»GC", u 
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ouch t<clp<OC&i aid, wbeo it it foaod that they cac """' cffocti 
procured in ttiTitory uodcr tbc ooocrol ol Piabaoa p,._, '<lr I. 

(a) Military cquipmear, mDIIltiODJ,aod miliwy aod Dual 
(b) Other auppli<t, materials, facilitiea,aod ~<niccs !or the;;:: 

State$ fon:ea, aupc for the ply ODd allowaGC<1 oltuch fun:u adooioi. 
tntivc aprota, ltld such local pu:rchua u its o&ic:ia.J C$~ 
may m•kc other thaA throop che caicial aablir.bmans cf Fi""'­
Fta4<c as spcci6cd io plt&ppb 6. .-, 

(c) SuiJPlitt, materials, a.od sen-i(CI, except (Of' tbc walt' a.t4 
salaries Ol United Scates cicizeos, omlcd in the COOJtructioa of nail' 
ta.ry projects, tuks,and similar capital works required for chccoaun~ 
war dfort in tciThory under the control ol Pightiag Fnncc or to the 
same theater of operacioos, to the utcot t.hat such tetrit~ it lbc 
mCMt practicable aourcc olsupply. 

6. The: pn«ical appl.imioa of tbc priociplcs formuht<d io W.-. 
iodudiog the proc<durc: by which tcqucata for ai.d arc mode aod xuol­
•ball be worked OUt by &p<cmtDt u o<caaioa may~ throop lilt 
appropriate military or ci•iliao. ad..ministtatin autboriues. llcqaao t, 
the United Stat<t foruJ fa< ouch aid will be prcacotcd by their dilly IOtbor· 
iud authorities co official agencies ol Fi&hting France which wiU be 
designated or enablbhcd in the area.s where United States forcu m 
located for the purpose o( (acilitacio& the provition o£ rcc.ipcoc:al aid. 

7. It is the Commlttcc't undcrsuodinJ cbat aU such aid acttp«d by 
che President of the United Scaces ol his authorized rcprescouti•d &oe 
Fighting Frs.ou will be rccdnd as a bcndic co cbc United Star.c:s aodct ck 
Act ol Much 11, 1941. 1osolar u circwost&DCCS will permit,'~" 
tt:COrd ol aid trtd•ed UDder chis a.ttUI.JCIDdU, exc:cpc. foe mivcn.,.,.._ 
facilities ODd strYiC<:t, will be kept by each. 

If the Government o( the United Statet coocun in the fon.goi.na, the 
present note and a reply to that dfect will be regarded as placing oo rt<ord 
the understanding i.n tl\.is matter. 

Tarr o' NO'T& TO FUNc:tc N .-.noNAt. CoMN:~Tna noM GWN"IJ.AL D•Kf.QCIIff 
Tbc GoTUDllldlt ol tbc United Sa... ol AA>aiea agrees witb the aodcr­

ltsodiog ol the Nniooal Commi««, u uprnacd io the EDgli>b tat ol 
the Committee'• oa« ol today'• date:, coocm>ina tbc priocipla ood f'O' 
cedures applicable tO the provision oi a.id by Fighting Fraocc: to the .n.d 
(orcu of the United Statn ol America a.od, io acconJaocc: with tbc: iliUCS" 
don contained thcrdn, thu note and this reply will be rcaudcd as placlnJ 
on record the uodcn«andins in thlt mauc-r • 

.n.L\Ifa.!al 

I 
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9/18/42 lo!ailed by Hr. 'hhito 's ofNee . 

Regraded Unclassified



( 

'l'ho llonorablo 

JOINT WAR PROOUCTIOH COMMITTIE 
CANADA AND UNITED STATES 

UNinD STATES KCTION 
COMMCitCC au ILOINO 

WAaHIHOTON. D . c. 

Sir 1942 

~he Secretary of the 1'reasury 

.J041' L.r . Socrotary: 

.... 
216 

l t.c Joint uar Production Cowittee hoc cocured osti.cntos of pa;!lOCnts 
for mlllitions az>d other uar t:atori&l &lld sorvl.cec to be <iadc to 
~ona.do. by tho United !:totes J;avy DC!)G.rt.."'Cnt, the .. ar liepart::c.nt; 
IU1d tho l.4r1 ti.cn Co=issl.on ciurinc tl•e firot OJld soconci quarters 
of tho fi~eal. year 1943. 'l"'nese estiltlatoa of pa;;conts run to about 
v3SO, OOO, OOO 1n the seconci helf of 19/.2. 

oiO inJ.'orcntion l'IQS secured !'roc uetale h&nervo, alt.hoUJh tho Canacil.an 
uepartnent of ~.unitions anci Supply !lao cctiClllt<ci recently that 1n t he 
calel>dD.l· ;rear 1942, the total sales of ::~ctalo to the Uuiteci .:;tatcs would 
equal ,..J.4L, OOO, OOO (unit ed States) . 'i'bic is "'' ectir.~Utc of oalos, 
merely, <Ul<i would be affected by tho lag in puyrJcnt•, or, by n.civaneo 
peyl.Jcntc . 

•'l.o i'ollor:ing to.blc gives foroensto of peyllcnto by the t.:U'ec reportinc 
n,ccncJ.ea: 

.. r.vy Ilopart.a:ont 

.. ar Uepartocnt 
• .art t1no Collll.11.ss1on 

July to 
$cptoobor 

" 11,075, 000 
92, 000, 000 
5/, QQQ. QQQ 

,..157.075.000 

1942 
Gctobor to 

Dccc;:.ber 

v 15,175, C.OO 
l2f>. 000. 000 

52. 000 . 000 

ol95 ,17S, CCQ 

lhcoo estimates ~ well provo too hi;::h . 'they aro booed upon schedule~ 
or dolivorioo embodi ed in t he eontr uets onunlod to ,,,... Sup.·lios Lilllitea . 
Our exporionce has been t hat these schroulco hnvc boon too opti.'lll.stic. 
ln £act, thoy ho.v e genorully been l"OViOo<i c.l.OWII\1CU'cl a.J..II,oat WOry month. 
bl4ltmc1ng aaainot this t endency to ovo>·cutimD.tion iu the f actor ~r 
poymonto which may be w;de on account of contrncto not yot ne;;ot1:'t ed . 
1-'u.rthorooro, oomo contracts r..tlkc provizioH !'or r..uvanee p~<.J:ts, i£ tJ.o 

• . . 
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C.QJlaUiAil GoverNOent £O requests. This 1a true in tho cue of tl:o 
corvette contract, Tlhich provides for aovanco pa;rconts of over 
,..50, 000, 000 on t ho r equest of t he ~aian Govornocnt, while the 
ucco~u~na table assumes a regular ~1stribution or payments over 
tho term of the contract . A no thor uncertainty is introc.ueed 1n tho 
1'1.,'\.rOO beeuuoo the assignment of mun1 tionJ> to thio country is doter­
lllined ouch ruonth in utt:ma und li1liY eroatly effect tho estimates of 
pu;,1:lcntu by chal\,.illg actual deliveries ao ooopared Vlith the s chec:.ule 
oi' <iolivorios . 

lhO ~cor><>nlics und :.tatistics branch of Lho uopartJ.,ent of l.wdtious lll1Q 

~uppl,y hoo recen~ estiltatcd tho vo.luo of prociuction for lmitea ~totes 
"'"' -.wltl<iu in the th1ro q\UU'tcr of l'JL.2 ao .127, 000, 000 noo in tho 
t"ourtn quarter of 1942 as ,.146, 000, 000. 'lheoo figut·es t.re to be oc::r­
po.rcd with our tebular totels of ,..157,000, 000 &J.C. l>l95, 0CO, CCC, 
rcspcct1vol,y, olthough ti:erc are ar;;o pocoibilit.ics of error to 
balo11co 04ainst this discrepancy • 

.;.t is hopou1 houevcr, tha.t t he cathlate::s o.: huG t.clb..l.Ater. and i utcr -
1lrotcd 11111 be Of SOl!le volue in tho GUMIOj' Of l.ll.!'.Wa 1 5 C:.OlJ..vr po-i tion • 
:.o hllVC L.allO e.rrt.n;;cr:cnto to ~uppl,y • ou in tho future •lith qw.rtcrJ.,y 
ostiulwo of p~cymonts to CwlS.da e.t about tho bct:innir'ti of eac.. qunrtcr • 

. .. . , 

I' ' I 
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111 tt.&r l'ro ,.,.__, 

tbla 1• s. •e;>lF ... .,_. le\w .r .,...,., n, s. •Me 
,... --"" a. ......_ •t r-s.p Mnt• _t .. tt011 • rr. 
ll- llr .. willet. roola ... W fnMh4t law, Hai\taDMa, oWof 
""leh ••lot - liMa u-.1\'-l to the "'-.,.,. r.s-.r wc\ 0 Ulll 
Ula _._ ftie!l- Mt...tlF "--1\'-'o 

I w'nr· ,.. _,all .r Uta 1 1 •S•tt.ae ~~dot­
Mea rMel..t, Ulll Uta\ U.a punt1 • tw ~"lac ....,1 .. .,.. 
dt.,.--.a a oM• , .,. tr..M17 llofper t.uat 'hea .... 111\....n bu Mea 
• ., ... _, u.n Sa Uoa twWN ..U ..., ,..,. ........ " .. btea wU1 
w _, to u P"e~• I •tlh to \.'l&ll!r , .,. otrtaub a JOV 
De,ar\eee\ r- ' •alP _,..u. t.a .U!Jos \b- am••-''· 

Ia tile IOftfa..- "al d S. 1fT eftlM oa AIIC"a\ 6, it •• ,......,.....s \bet . ,.. Coolin~ -..lt! v:apu • a ropon • hie a.Laaia 
to Mp<l\1roa ..S t hat tllle res-t .... . 1~ '- .. ~. •••llabla to Uo 
~• .... 141 a~t.o P10411w1111 .., re~r\ ar •t.ber .. \6 prapupd llr 
11r • c..brNOt •• ..U •• .., a\bw HJ>OJ'\1 wllhtl .. ., w ,...,.....,.., 
Pe1aUa1 te the odnl*l. 

Photostat tile - Diary 

• • • 

lila---~ o.a ..,.._, Orig. File to Dr . White ' s otfice a11oA~ 
.&eatnu\ ~~eet-a\117' o.t ~t.e. 

DepaF\aaD\ Of 8\a\lo 
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.S E P I 7 19.4-2 

Pereonal Uld OoafldenUal 

My dear Xr. Price: 

'Tbll 11 to acknowledge receipt of your 

letter of sept .. ber 12. 1~2. Ylt~ Ybich there 

vaa encloaed a copy of a letter of the aaae date 

tr&n .. itted to fhe Secretary of St ate in reference 

t o the tranaaiaaioa of certain aeaeagee abroad. 

Your coo.,rauoa ln ad•lalDf ua of tbla 

aaUer 1a appnclated Uld U v111 recei .. the car.e­

ful attention of tble Departaent. 

fery truly roure. 
~B. IIorpii._, Jr. 

secretary of the Treasury . 

llr. lrroa Price. 
Dlreo\or, Office of Censorahlp. 
Vaabinf\on, D. C. 

JYPehle:agt 9/16/42 It 
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THE OFFICE OF CENSORSHIP 
WASHINGTON 

PpBOBAL AJ!D COIFirpfitL. 

The Honorable lleiii'J llorpntllau, Jr., 
s.oretar)- ot tlla 'l're&811r7, 
llaeb.iActoD, D. 0. 

ll;r dear llr . s.oretar)-a 

IDoloiMCI 1a a eop7 of a letter I aa 
Hnclill& tocla)' to tlla S.oretaey ot State 1JI 
t'l1rtllar refereoce to the -..s. .. ioD ot ••-.•• 
abroU tJirouCio ftl'ioua ...ua ot t.bo C&tllolio 
c:mza...ll. I &leo aa .. ncl1nc a OOW to the AttoroeT 
QeDeral. 

IDolooure 
B7J'on Price , 
Director. 
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CONFIDENTIAL 

llollorabJ.. OoNell. lllall, 
lleent.uT ot 8taw, 
Depu-._~ o1 ataw, 
WaelWI&te, D, C, 

DNr Ill'. 11Hnt.aJ7• 

222 

llepw.be 12, 1942 

lo-t.q 8IIQ' -• ..... • ba'" .._ .-iAc to \1M a\-U• o1 
tba eftioe ol \1M Chiot Cable e.- \l'uetenoSac l&rp - ot 
_., t.o faUoea Cl t;r • 

•• .... adrtH4 ~~ .. llae u, 1941, \blo rraa....,. Depan.nt 
11~ C•anJ. u-.. ••· 44, u ... ,.,, .. a c-UT Uoea.eed 
na\1-.1 U.o a..D CV1a of t.ba Yau- Cit;r St.o\a ... 4 all ponee 
aoUec for ee4 • i t a bobelt, lo oro tlarU.. a4YUo4 Uaat tho Ya\1-
o ... Oit;r 8\a\a bat a~ 'b- detlpaW 1t !JroouUYO Ordor l o, 8389 
at &IIOI>clod, ... d \blo O.Oftl L1- le, 44 .. 111No4 beOO\lOO llOU'­

)Tall tllooo 4aaioUod 1t u.a YaUou Clt;r 8 t.ota .,.. It.oUaa nau•­
w, ... ct ot ....., oro nbJoot \a-tile tara. ol hoouUn Order llo, 
8.)89 u •-4o4, aoept ae rel ..... liT tho O.eral Lloenoo llo. 44, 
~r, U.e YaUoea Olt;r Stat&, ae a r••rallT u ... oo4 nat1eal1 
11 lllbJeot to tbo aci41UOD&l notri oti• ot O.erel Rv.l.1D4l llo, 11, 
wbiob prold'b1w NIT tnaoaou .., iAYOl...U.r _, Ve4o or o •mloau .. 
w1 til ... ..._ aoUOD&l, 

H appeon tllat t.ba G.wrol L1o•oo l o, 44 1o Yo1'7 bnacl, aac1 
\blot ...S• 1t -., 1A41Y1411al • • tar 1A t.ba IIIDJ.to4 St.o\ao tor or .., 
'bebolt ot u.. You- Cit;r St.ota 1a .... 14erod a ceurallT U.-ood 
aau .u, - \MQp be -., be a aoUOD&l ot a - 1.17 _,u...ct 1t 
u.. .:a-u ... Order, ee4 t~oe - -u ·~ to •PPlT t.o _, 1t41-
'r1Ahlol • tu. oeU.C tor t.ba YaUoea ee4 daaio1lo4 011tnc!o at tba 
llllito4 8 tatae, Jll'"ldod euo'b 1DIIJ.rlct.aol or t1l'll it DOt oa ...., ,..... 
tlaol, A peat ..tier at tlloaa eableo oro acldreooo4 t.o tho IDeU tu\e 
Opere lo1Jc1•• Oiw.l vauoone, 'Obit~~, we ...Serotud, l a - tleoal 
or•t ot U.. Yauoea Ci t;r 8ta\a, It 1e, tberetoro, olwloul¥ actar 
oa 'bebalt ol U.. Yauoea Clt;r Stat&, ee4 -u- w1tll1A tba...,. 
at O.orol L1-•• lo, 44, IIDlooo a olude4 liT O..Orol Jl\ll1tr lo, 11. 

We ore W. lat ...... til&~ ...tor O.Orol 1.1- Ia, 44 tba 
'l'reo011J7 Deport..~ cteee DOt J'tlqll1re a report 01\ wq treaaaou..,, 
and tllor etero cteee ao t beYO NIT llll•leclc• ol the tnD.oaoUoao baadlod 
...Ser \hie U o•ee, aoept euob •• 11 rooei'rod .., a YollatorJ bub 
t.hreuf~ euo'b --• eo C...Oorehlp. App&re~~t)T U>e 1\mde traruotorred 
lad ... \hie O.Orol L1-• • oro alJirl.o4 w1 til the eoo01111ta at t.ba fe U -

CONFIDENTIAL 
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lkawabl.e Oor!.U lhlll., 
8Mret&J7 ot 8tata, 
~t flit 8tata, 
laabia&ioD, D, O, 

Dear lll'o leeret&J71 

222 

S.pt.boir 12. 1942 

a. ... t.l;f ~ Maaapa baft Mea ..tAc io U.. at-Uoa flit 
U.. atttaa flit U.. CIUaf Oabl• c.- il'uaten1.Ac l.o.rp - ot 
-q ia fa\1- CiVo 

Ia an ad'f1ae4 ibat., 1'-' U. l9.U, u. rre.....,. Depar-t 
1a-• O...raJ. u-.. ••· 44, u ... aiac aa • ~ u. ...... 
aaU&II&l \be._,. Cvia ot ill& fau- C1V Stat& AD4 all pare-.a 
aoua, tw aa4 • ita llabalt, le an tl&ru- a4Yiae4 tbat the fa\1-
• .., 01V Stat& bat DOt b- daaipaW 1a b&OIIiiY& Or4ar loo 8.)89 
&a -.1&4, ADd iba O.en.J. J.i- l&o 44 -· h.....S b&O&IlM ,...,._ 
1¥ all ibaH dGII1oU.4 1a tu faU.. 01'-f 8t&ia an It&Uaa aau .. -
ala, ADd •• INeb an nbJHt ia -tile \ana flit bHilt1Ya Order Bo, 
8389 u ·-<W, uoapt aa rel...- b7 \be Gtearal Lioenaa llo. 44, 
J'IIMbar, tha fa\1- 01V Stat&, u a r••ral.l¥ Uo•a..t aatiaoal, 
11 &llbJaot io tha e441Uaoal reairioUOD ot Gtearal llul.1JI« lo, 11, 
ftiob prohibita A11J t.naa&OUOD iaYOlYiliJ uq tra4e or 0 WIIO&UOD 
with-~ D&ilooal, 

It e,ppaara ibat iba Gteeral. u ..... l o, 44 1o Y&rT bread, aa4 
t.bat ..s ... it wq 1a41Y141lal aou.ac 1a iba 111Ute4 Siaiaa tor or • 
babal.t ot u.. tau- 01v s tata 1a oea14ared a c••ral.l¥ Uoeae4 
aaU.eaal, - 'MiaP lot a;t be a aaUooal of a -ir7 -u....t 1a 
ill& .... u .... Or4 ... , ... iba - -u ._.. io •PI>lT io ,., iadi.­
't'IAiaal. er t1J'Il ..U.C ffll' iba faU.. aa4 da.loile4 OOltolda ot U.. 
auw atataa, pr9lr1.4ad auo11 iadbldllal or n... 11 ... , oa -..v ..­
U..al., A ,._, _..... flit tll.aH aabl .. an a44roaae4 io U.. Iaa\1\uta 
o,.n a.l!aie• 01ta4el 'fail_, *lob, " ..Sorat&Dd, 1a U.. tiaoal 
ecet ot iba la\1- 01 v 8iaiao It 11, U..r atora, otrrl.,.q ••Uilr 
Oil babalt flit iba la\1- 01V 8tata, aa4 -.14 - withla U.. ...,. 
ot Gtearal. 1.1- lo, 44, oal&aa aolui!M b7 Gtearal Jllll1Dc lo, 11, 

•• .... al.H w..., tba' ...s... o-ral u-.. ••· 44 u.. 
TN&_,. ~i ciMa 100t ~ a report 01\ tiJT il'uaaou...,, 
IDd U.oretare 4Ma ~ a. ... uq aaa.ladp et the tna.aaoU.ODa llalldlad 
..s ... tiUa u ..... , .,..ept .... u 1a raoa1Ye4 .., a Yol~atarJ baaia 
threllc~ ....a. -"• aa ~p. Appanatl:f the .t\IDda ir&llafarre4 
..Ser '"• O..ral. 1.1-H an aiDJ1H with the aooOUIIia ot 1M f a\1-

CONFIDENTIAL 
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- ......... -~ ~ Ul• ...... tllrU.. -\nl el- a.. ... 
-~ ...t ..W be MJeo~ to t.raafw w ....., Wrri'-7 •• ~ 
lT •• _, eUler Ydi- t.da. ~. owl4 lael...S. nellup ~ -
1- de1l.an to a- arb ... .., •t!Mr ...,. ~ .... Ule 
,.,......,.,. Depart.et &dm .. ue tlo&t tiMir ole aot -. 11bet!Mr \Ilia 1e 
beJ.ac "•• .... t. 

lleoet )lreu ~ ia<UeaW. tlo&~ Catbolle ledaro 1a­
pied W.rrit.al7 en eariac tw ob.1.}d..., • • •-w.rt. buio, 
ud ..._.. ot tlo&t tM an.ot. ot- ot Ule prieoW. bao ..._ ..... 
port.M. •• do Ht mo. ......,. - t.U liNd b7 -- prieate -no., 1Nt 1\ appeara ate to ••- illot at lout - ot Ule ~ 
eao tnaot.......t trOll tlda COUDtry tllr9ucb l.be Yatioaa. 

h Mft oloo Mted illot- ot Ule r.ittoro w Ule '•U­
bao Ule - -• u a po.rV deoar1be4 1a our reoorde u a lui 
q~~patbi .. r. 

Ill ..w!U• to t.be t;n>eo ot -•npa aboft c!eoaribe4, t.bere bao 
b- eaotMr t;rpe tnDaterriDr; a larp.,....... ot ..... 1nteat 1-. 
trOll reU,t.. Ordero 1D tbio o01mtry to t.be YaUOOD and to d1oceaoo 
1a ~ tor tbe pqrpeae ot lle'OiDc U..ae ....... oolabroted. '!be 
n\lllber be1Ac • .,, to tbe ••t1hD 1ad1oatee olaarlT tbat tbeao llaeaoe 
-uA aot be eaid noll&eift}T 117 tbe Ya\10&1\ City prieow, but 1I'OUl4 
1D tl&nl be t.ruoait ted to prieow 1a nrioue o.,..trieo . 

It 1e our ...terot .... ull& U..t eaob ot tbeee llaae 1ateaU -. 
oarrieo a -tribuU. ...teat tM .,...b 11bere it 1a or~iDollT 
reqiMoted, ...t tllat it 1a tbe ~ pol107 ot tbe Cbvch to -
ter U.... -tr!WU.. to tbe paat.er ot l.be Clwrch 1a wblob tile 
.... 1e 111\iaatel.T eelabrated. U \Ilia be -, 1\ -.14 appear 
tlo&t tboo .....S... 1at&U. t. to W.U..W}T treaater t.be catriboo­
U..., s ~ U.... reqQOote eitMr direotlT or u.r.cta --'•ti­
- to tboo pariM ot w I• n 1a qodte paaa1ble tbat -
tera en~ be1.loc .tfeoted 1Dd1notlT· 

1JD.ter tide arna&_t, tba q>MI\t. ari .. a &a to ftetber or DOt 
tbe priaaw .-a. t11eee 11ue 1ntct1•• are aoUDr ""beMlt ot tboo 
Yau- IIDd -u, u..retare, - ...s.r Lie., .. Jo. 44. •• teal 
t.Mt t.IM!T are aet, part.1.cnllarlT 1a tba oaMa ebera l.be llaaa 1atoDUoee 
are aot -t ~ tboo YeUcea. lie tllrtber bolioft tbat tbeM ... 
oece• o- wttb1a u.. oet.ecorr ot t.be .,.,.uatioe ot u lllt l.-.w 
t.ruater ot t\ada, IIDd tbat •- ot tbooD \IOQIMati-.blT repre-t 
aaptiaU.. r ... all :ladireot tnaater ot -111 to •10111 .... _. -
"P1e4 Wrr1War7. U \Ilia be -· ,.. boliaft \Mae ••aac•• woal4 
r~llire au.. ... 
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_,_ 
.. aaWnll;r ll&ft .. ~-•--~ tile dNlnla1U­

Ii7 ot tMN MNaCM tra • llp1r1t~~&l a'ndpel.at , boat Jut u ... ~ 
:IT" .. q ... aua u.. peaaibla n.aow ..,.., .r tile pre~~* a 
ita pHb&bla ... 8111.\oolt aU uwt -r ... t ta u.. --o'• 

Ia oe.pl.etal;r ....U.o t1ao q1100atia et polUbal. poli.q iaftllro4 
u wll u tlao thnoiel lllllle ... .,..u., tile trnater et t'lada -
aro4it J " ..,... M t. •tiatio4 witll tile aitll&tiOD tr. a at.dpoiat et 
uUooal. ~V• 

.....U \M ~tot State ottoot o po.Uq et pa'llittJ.IIc 
tllo fo\iou Gw...._t too u-a!e!' ....,Ia tlmda uwt o l ute 1a .• • 
... .,..t to auoll treaacu.., .. teel tlaat eTWJ eolecuud aboiiW.I be 
telra to .. ...,.. U..t .... will Ht ~t 1a aU -" eoat- to \M 
..... • ....... ~ to -:r tile q .... u. ~ .... .. - et 
• aia\iq .. tW tw u-a!erriJic tlmda, or a =<na t.izl( 111tla 
reapaot U.......te, tor tile 8llj>pQrl w ...U.t et alaaiearS..a .- otla ... 
reUci.U ,rooap. ... trappecl 1A ..... -t.ro.U.d t.a'ritarJ. c.. .. 
alalp .-14 .. t pau o loat1ooa addnaH4 to t11ea ud !Uad a.orul-
lT Ulrouela - oi.al -.....a, axoapt up011 du)T au t.llori.s..S llcma 
plu U.. apl*'"&l ot - by tlao DepartMat et Stet&. 

Ia teal. it lliiWiao ta ponait tile ,. ..... ot lMI NBOI auob u -• 
troa - prl .. t 1A tlaa Oa1to4 Stataa Wllr:IIOOD to "" to oOM >mlalOOD 
priaat 1a Spalll, tn.lllterrillc ...,.ro.l baa114r..S maaea. It euela 1a t.o 
be panaitto4 11114 i t ia -•14ero4 a proper tlaoUoo ot tile Catbolia 
c~~ur• " teal. i t deairabl.e tlaat all IIICh ... ..,.. ba directed t.broulb 
a e1al}.e roapaaibla - - tlaat _ .. aboiiW.I ba tile Depar-t et 
State - tile ApeaWio Delapte. lo Jl1tltt ..... at tll&t - baft a H el-
aW tile 1-nl ICM .... reMirial of ... ..... '117 til& ftJ'i-. lo4 
Creaa CMpien u.r.opat tile -t.7· 'nM!r .... aa all be1Dc bendlo4 
b7 \loa elti• ot tile c::au.r Cahla c.- U....t)T w1 til Ia U CIII&l lo4 
ero .. ~~ee<~q.....-... n .-.u ba ~ero4 tllat u all AOil ~o-. 
U.a ... 1 '•tiaa ..,... to be I11N']ed 'b7 tile Apeat.ollc Dalapta 
tbat tile Dalapte II&& di~tic oo4w prirllapa ud u.. ... will be 
wirtuallT .. -••Jialp • ~ -..ouoaa, ....a ... lll&lt=t:IT >..u ~ 
t-ti• recvd1AI u.. anlleh"- ta _. ~t. 

It. ld.pt ba Mdecl U..t" .,..,. rocnt)T o&llacl to U.. attaDUoo 
ot tlao De~t ot State- tnuit ........ troa tba Ja,...... 
Dalapte too tile VaU- to a Jap«MM llioS..tar 1ll S...tll Au!'1eao Both 
or tb&• ••-..• ..,.... 1a ooclo uwt tile proubl.e ot oaoh 11ldioaW 
•ur cono. '!b1.a -:r II&•• ben .. - ,.. trn-.1ra1ca, boat til& 
JuilliUlo 1atoreoe waa tlaat. YaU.U ~t Cocla aa bellll uo..S 
tor o lcaU.. betwaa U..M parUaa. 
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Boaoralla Cordell Ball 

-4-

ID tbe a bee Doe or - clarb1 ~ aat.l.oD&l. pol107 OODtroWDc 
t.bio oituat.l.oD, w are ooDI1cler1aa tile acll'ieabllitT or e&Doalliaa 
all 111011 ••eac•• &Del per.J.tU., tile ,.....,. or DOD& of u.. lllll.a11, 
1n eaoh 1netaDoe, ro.-1. applloat.l.oD llu been • d• for &Dd lleeDie 
P'&D~d to o-..ioa~. 

.,....., Prioa, 
Dl.reotor. 
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COPY NO. /3 
!§!!ISH !lOST S!it!!ET 
U .>. Slit&-! 

qn;t. lfo I ns 
tn!o!Wltion received up to 7 .A..U:., l8t..h Sept.ftliber, 1942. 

No report has been received or r.ny further nttnok on tha Russian con­

voy which lo oa~IDO~od w be 25 allos Nor~h of ~he JiH!TE SEA entrMco nt olx J. . l! . 

t()dc.y. One ot H.M. tMwler s wao attaoked and su.nk yostordny by two Focko W\llf c 190 

oft DUNOI:JIESS. During the operations on 1'0!JruiK on tho l)th to 14th, four ootor tor­

pedo bout and t.wo motor lcunehC'~ were loot. 

2. U!L!TARX 

JU.D;.c.'.SCAR. On the r.ornlnc or tho 17th, 

our amlatlco t•ru. tn tho North gapping-up oporut.lon:a conU.nue in the M.'JD.&J..NDL\ 

area. On the ro&d to f""'f.NAP..IYE, our adv:-need ele..nto -rs:od. a soall r:n~ rorco 

five •!leo oouth of AHDR!BA . 

) . AIR OP!l!1.\TIO!!S 

WES1'ERl~ ft\()tt'f . £SSEN . 2)2 alrcrutt, 1uclud1na 111 hoavy, droJ'pcd 

nbout 190 tono or hi&h explosive and 287 tone or 1ncond1urioe, including ono 8 ,000 

lb. and 71 4 1000 lb. bombs , Broken cloud Md heftY)' around hnza e:rontly hlodorcd 

ident.iflection but. pathfinder s nsslsted with floret. 1. Good concontretion of 

wt.l reported in tho ESSEN areo. and roo..ny others over a wldo oxtcmt. Ono lcrgc nrc 

ne seen in t.he ep;>roxiKte position of Kruppa Mld ono oxeeptiono.lly hrge cx;llosion 

,.., Mportld in t.be Tarcet Aron. J.n\1--o.Jrcratt flro tlllll 1nt.cnao o•or t.he objoc1.ive 

.a.M over U.• Du.t.ch coeat. 

17t.h. Hu:piens att4ckeci e convoy off Sout.hwelt. IJOf\l'f.U 

v .. :ssol wHh two torpodooo :md a 2,000 shitl wl t.h one t.orSJCdo. Boa\ll'lght•rs tvcst of 

hiUST shot down one tour-onc1nod Foeke Wulf' nnd t•o Junl<aro 68. one ~ouf1£htor is 

mlaaina. Pour eno~y aircraft crossed tho south coast, on~ uou destroyed ~nd ~othor 

d a.o.god . TIVO s,,1ttlr ea nr o missing . 

17th/18th. 21 aircraft were despatched: ooo. mining 6, Gh1ppln& 

JORDZAUX U, l•o.flot.s 4, ono a ircraft u ais!Jina . tUn~ ont..'m)' alrercft opc;rJ.Ud off 

the East cocat. Ono was destroyed and two d.aaal(od. Ono Uost.on 11 •lasine f'ro!:l 

Intruder opuretlona • 

.&!ilfi. lStl>/lht.h. fOBP.Dl( HAIUlOUR wa• a .In bco>b..od. 16th. R. I.. F. 

1\nd: U. S. Ll berat.ora hit t.'t"' ship& wit.h ~bs ft.t. D .• loCiH..Zl. ln tit.;. Bnt.Y~ ~~ C.l"'' 

one!:'~)' a ircraft were dostr-oyod, orn probo.bly de·nroyMI and eov..m c!aaa&~ for th .. loss 

of on) fl&htor. Regraded Unclassified
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CRZ'!'E. U.S. Libaratora hit ono ship and possibly a second at 

l>UDA BAY. 

~· 16th/17th. Two enomy fightoro were dostroyed, throo 

probe.bl.y doatroyed e.nd three damagod. Ono Spitfire ia IDisaing, pilot enfo. 

Regraded Unclassified



TREASURY DEPARTMENT 

1~111 OIFFICII: COM MUNICATION 

Secretar y Uorgentheu 

Ur . Horl1ch ( 

su~JPct: or Possible Interest : Article and Mop on Russian 
011 

You may be interested i n the brier ar t icle 
"Axi s drive to Caucasus i~perilP Ruaeis ' a main 
oil aupoly" in t he a'beltea copy or World Pe.tro­
leum for September, 1942 {peqe 22) and t he 
nocomoAnyinq oil mao of Weste rn U.S.S. R. {pAqe 23) . 

..... 

Regraded Unclassified



1011 DIJIII)IAH IIIUAR, 
Stttm!p· ltpte)fr 1?, 1912. 

Preee Senice 
Wo. 3~34 

The Secretary ot tbe Tre .. UJ'7 todq &llllOUDCed tbe till&l nbecT1pUon an4 

allotment ttsureo with reopect to tbe current otteriiiC ot 0. 1111 "Ptrctnt fl'eUIIJ7 

Oertittoateo ot In4ebte4neee ot Seriu 0..1943 an4 ot 1-1/4 "Ptftlont Treanry 

Jotao ot Serieo 0-1945. 

SUbeoript1one an4 allotment. were dh'tded •OJIC tbe , .... ral J'ectere1 !Ieee"" 

!!letrlch an4 tbe freU.U,. .. toll""'' 

l oderal Reet"" 
!!let riot 

Booton 
Jew Tor!c 
Philadelphia 
Cleveland 
R1olmon4 
Atlanta 
Chic-co 
St. Louh 
111llllttpcl1t 
~an ... 01\7 
Dallu 
Sail J'ranc boo 
!reUIIJ)' 

toTAL 

!reUUJY CertU1oaht ot 
Ipdfbt!!d.peaa. §erltt C=l943 

Total nll- Total ral>-
ecriptione ocriptione · 
l!C'i!'d allo\tt4 

• 76, 828,000 • 08,21111,000 
?96, 913,000 598,806, 000 

68,155,000 51 , 767,000 
91, 685,000 69,792, 000 
?0, 631,000 53, 606,000 
56, 161,000 42,791,000 

507,208,000 382. 903,000 
73,.301,000 5~, 025,000 
41,878,000 32,466,000 
67, 960,000 44,248,000 
40,831 ,000 31, 181,000 

111, 132,000 83, 827,000 
• 

freanry lrotee, 
Strite C-1945 

!otal nll- Tohl nll-
t c T1 pHone ec r1 pUone 
l!Qi l Jid tJlpttt4 

• 205, 103, !500 • 89,810,000 
1,39&,0'111, 400 591,894,900 

147,488,000 65 , ?98,000 
174,296;200 79,266 ,200 
198,923,800 87,804,800 
252 .202. 500 123, 290,000 
632 . 806, 300 237.871,800 
98, 781, 900 48,189 ,300 
65, 1!157, 100 32,978,100 

107,365,300 49, 976,000 
107,966,800 49, 430,300 
$47,384,100 148, 241,000 

1.§3.!!1!2 ~.!!QQ,QQQ 

$1, 992, 483,000 $1, 505, 727. ooo:;,;. $3, 636, 638,900 $1,806, 178, 400 

-oOo-
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TO 

Subjeot: 

(l) 

(2) 

(3) 

TREASURY DEPARTMENT 

INTER OFl'lCE COMMUNICATION 

lleor:;;/;ltarl ~ntbau 
Mr. . .... 

' 
The Patman Plan and Other Kethoda ot Borrowing 
trom the Banks at No Intereat or Leu than the 
14arltet Rate 

230 

RepreaentatiTe Patman (in B. R. 6391) proposes tbat 
no turthar interest-bearing aeouritiea aball be 
iuued to an7 bank receh1.ng demand depoeih, nor 
•ball an7 euoh bank inoreaee ita holding• ot euch 
eeouritiea be7ond the amount held on December 31, 
1911-1. All turthar borrowing trom banks wuld 'De 
done by the issuance ot non1ntereet-bearing bonde 
t o the Federal Reserve Banke. The 18euance ot in­
terest-bearing eeourities to non-banking investors 
'IIOuld continue as at present. 

The Patman plan would require cona1darable tecb­
n1oal amendment betore it oould be put into practice. 
It it were ao amended, however, it 110uld be no more 
inflationary than is the preaent metbod ot borrowing 
and would result in a substantial interest &living to 
t he Trea1ur7. Bank earning• would be reduced, and 
it might be neceesa.r7 to eubeid1ze some or all ot 
the banks. 

The eaae obJeotiTes as those eought by the Patman 
plan could be aooomplished by a eyetem ot direct 
allocation to commercial banks ot eecuritiea bearing 
no intereat or a low rate ot 1ntereet. As compared 
with the Patman plan, euoll a plan would have the 
advantage ot avoiding any direct eubs1dy to the 
banks. 

! 
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Seoretar7 Morgentbau - 2 

Ill aooordanoe With 7011r requ .. t, the tollowing an&lJ•h 
baa been prepared ot the propoaal ot Repreeentat1n Patman 
tor the i .. uanoe ot nonintereet-bearing bonda to the Federal 
Reaern Banke and ot other Jll'Opoaala tor .. curing the eame 
objeoti~e --i.e. , ot e11a1nat1ng or reducing the intereet 
coat to the '1'reaeur7 ot borrowing tro111 ooaercial banlte. 

I. 'lba.t Repreaentati~e Patman Propoaee 

Repreeentat1ve Patiii&D baa introduoed two b1lb* proVid­
ing t or the iaeuanoe ot non1ntereat-bearing eecuritiea to 
the Federal Reeerve Banke. 'l'be two b1lle d1tter in their 
detail&, but preeent the eame general plan. H. R. 6391, the 
more COIII})l'eheneive ot the two, ma:y be brietl:y 8UIIIm&r1zed ae 
t ollowa: .• -4 

(1) 

(2) 

(3) 

'l'ba Seoretar7 ot the 'l'rea.urJ, with the appr'o~al 
ot the Pre&1dent , 111&1 iuue nonintereet-bearing, 
non-negotiable bonde to the Federal Reee~e Banke. 

Ho turther intereat-bear1ng aecuritiee ma7 be 
iaeued to aD7 bank receiVing demand 4epoaite; 
nor ehal1 an:y auch bank bold, at &n7 time, an:y 
&IIIOunt ot intereet-bearing United Statee eeour­
itiea in exoeea ot the amount held b:y it on 
December 31, 19~1. 

No turther d1V1dende ehall be paid on the etook 
ot the J'ederal Reeern Banke. .A.tter the l'ederal 
Reaer~e Banke ha~e accumulated a aurplua equal 
to their paid-in capital etock, all turther 
earning• aball be paid into the general tund 
ot the 'l'reaeurJ. 

II. .t.nall&1& ot the Patman Propoeal 

(1) E'rer7 ~1lar borrowed b7 11eu1ng non1ntereet-beari ng 
bonda to the J'edaral Reeer~e Banke, ae Repreaentatin Pataan 
propoeea, would reault in the creation ot a dollar ot bank 
depoaita. fble would., ot oouree, be intlaUonarJ, but no 110re 
intlat1onar7 than the aale ot an equal a1110unt ot intereet­
bearing eeouri t1ee to ooueroial bank a· 

(2) Repreeentati~e PatlllaD lea~e• the door open tor p&Jing 
intereet on eeouritiee eold to non-banking in~eetore. Aeaum1ng 
that •~•r:r ettort would etill be made to do tb1e e~en it hie 
propoe&l ebou1d be adopted, the point ot intlat1onar7 depoei t­
oreation cannot be 1og1oa117 urged aga1nat it. 

i H. R. 6391, introduced Januar:r 19 , 19~2. and H. R. 7230, 
introduced June 15, 19~· 
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Secretary MOrgenthau - 3 

(3) The obvious advantage ot the proposal is that 
it would result i .n a substantial saving ot interest to 
the Treasury. Since this advantage ie by no means in­
considerable, it is wel l worth analyzing the further 
etteote ot the proposal. 

(4) For every dollar ot additional depoeit~ which 
commercial banks would receive as a result ot the sale ot 
noninterest-bearing bonde to the Federal Reserve Banks by 
the Treasury, they (the commercial banka) would receive 
per contra a dollar ot reserves. These reserves would 
yield no interest and about tour-titthe ot t hem would be 
•excese•. The ettect ot this would be to decrease bank 
earninge while increasing the capacity ot the banks to 
acquire earni ng assets other than Government securities. 
This would natural.ly cause the banks to strike out i n all 
directions tor additional. earning assets -- i.e., to en­
deavor to drum up new loans and to buy up outstanding State, 
municipal and corporate securities. It this were allowed 
to happen, it would be highly inflationary; and no provision 
is made in e ither ot the Patman billa tor preventing it. 
Such provieion might easily be made, however, either by 
direct control ot bank loans and investments or by increas­
ing reserve requirements, or both. It such provision were 
made , borrowing under the Patman plan would be no more 
lntlationary than borrowing by the sale ot an equal amount 
of interest-bea~ing securities to commercial banks. 

(5) It the preceutionary measures Just discussed 
were adopted, the net ettect ot the plan would b~ to de­
creaee bank earnings. This ie, ot course, merely the other 
side ot the i .nterest saving to the Treasury. 

( 6) The gross earning a ot banks serve the t'll'O pur­
posse ot (a) payi ng their expenses and (b) providing a 
return on their oapital tunds. The tirst ot these purposes 
(insofar, at least, as i t pertains to the mechanical han­
dling ot depoeits) is socially necessary and would have to 
be met by the Government it it were not met by the benks. 
The second purpose -- that ot providing a return on capital 
tunds -- is also necessary it a privately owned banking 
system is to be continued. Bank earnings are now adequate 
tor both ot these purposes. For the calendar year 1941 - ­
the latest period tor which data are available -- the •net 
current earnings• (attar taxes) ot all member banke amounted 
to $429 millions. This was the highest e ince 1931 and 
amounted to about 7. 4 percent on thelr oapi tal runds . 

1 
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(7) The sale during the next several years ot a 
large volume ot interest-bearing Government securities to 
commercial banks would i ncrease their gross ea.rninge sub­
stantially but would increase their expenseo only slightly. 
It would r esult, therefore, in record-breaking bank earn­
ings during a time ot nati onal orioie . The Patman plan 
would prevent this and, it modified as previously suggested, 
would be no more intlationary than present borrowing prac­
tices. 

(S) Since commerci al banks make no •oaori!ice• in 
lending money to the Ooverrunent, the only valid criterion 
or the i nterest which they should be allowed to r eceive 
is enou~~ to cover their expenses and allow them a reason­
able return on the stockholders ' investment. Under the 
Patman plan the banks would receive no i nterest whatever 
on tutu r e Government borrowings. I! earnings !rom other 
sources should prove inadequate tor t he purposes Just out­
lined, it would be necessary either to eubsi dize some or 
all ot the banks directly or to permit them to expand their 
other loans and investments. Such an expanoion (tor the 
purpose ot maintaining bank earnings) would be inflationary 
beyond present borrowing methods. 

III. 

All borrowing which involves the creation or bank 
deposits is ultimately done trom the persons holding the 
deposits. It is they who forego current consumption and 
thereby make a 1 saorifice•. The Patman plan places two 
1 m1ddlemen• -- the Federal Reserve Banks and the oomcercial 
banks -- between the ultiJDate borrower and the ul tiaate 
lenders. It would be possible to apply essentiallY the 
same system with only a single 0m1ddlesan• -- the com­
mercial banks. 

In such a oaee, Government seouritiee bearing no 
interest or a rat e of interest lese than the market, 
would be'•a!located• to ooamercial banks. The advantages 
and disadvantages or such a plan, as compared with the 
Patman plan, may be summarized as follows! 

(1) The Patman plan involves borrowing from the 
•central bank•. Alt hough such borrowing is 
no more intrinsioelly inflationary than 
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(2) 

{3) 

( 4 ) 

borrowing trom commercial banks (provided, 
ot course, that proper precautions are taken 
as outlined i n the preceding section), it is' 
traditionally associated with the idea ot 
inflation. A system involving the direot 
allocation or Government securities to com­
mercial banks might, therefore, oauee lese 
tear psychology than would borrowing directly 
trom the Federal Reserve Banke. 

A system ot direct allocation or non1nterest­
bear1ng securities to commercial banke, on 
the o ther hand, might arouse more antagonism 
on the part or the banks than woul d be caused 
by the PatiiUUl plan (which accomplishes the 
same obJective indirectly by increasing the 
noninterest- bearlng •reserves• or the coc­
mercial banks) • 

Direct allocation ot securities to commercial 
banks wo uld involve a number of complexities 
with respect to criteria or allocation, eto. 
The same complexities would be involved, how­
ever, in controlling the exoeas reserves 
created by the Patman plan. 

An advantage ot direct allooatlon is that the 
matter ot allowing the banks a 'living wage• 
could be taken care or by allowing a small 
amount or interest on securities directly 
allocated. 

The problem or allowing the banks a "living 
wage• is oomolicated by the t~ct that such a 
•wage• would-vary a great deal between banks 
being generally higher tor the smaller banks. 
Thie could be taken care ot ln a system or 
direct allocations it two securities were 
used -- say one at 1 percent, and another at 
1/g ot 1 percent -- and dittersnt proportions 
ot the two securities were allocated to dlt­
terent banks, depending upon their individual 
circumst ances. 
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TREASURY DEPARTMENT 

To• Tho SeoratUT of tbe Tre&a\117 

Fr01111 Jomeo L. Roughtoling 

WASHINGTON 

709 12th st . , 11. W. 

Septcbor 19, 1942 

llr. Clo.ablo tella ae that 7"'1 rocontl;r ~llirocl regarctlng tbo 
work boing dono &IO<Xlg Aaorican F odoratico ot Lob or wdcoo bf tbo Orpn­
isoro put at our diopooal. bJ P!-ooidont Wil..l1M Qroon. 

Tbo Aaorican Feclaration ot Lobor 1e aado up ot 105 National 
or Intomat.icool Unicoo. It 1o also orsanisod goop-aphicall;r into 49 
state Federaticoo and 802 Cit:y Contralo. It boo 1,923 paid Organisers, 
or wbca 560 are attached to tbe llaticoal Unions while l,36J work throllgb 
tho atato and cit,- boclioo . 

Tho !our lfar SaTingo Stat! doputiee covering thio field, work­
ing cloool;r with tho four regional Repreoontativoo ot tbe A.F ,of L. wbo 
are volWltoer ••hera of our stat!, are following the oetabliobed pro­
cedure of tho J..F. ot L. in JDObillsing thou Oraani uro throll&b t.be 
otficoro ot tho Cit;y Contrale and ctber labor wdto who oupaMiae their 
activitieo. The weekl;y report• whicb I recoin indicate t.bot contacto 
with tho 802 Cit:y Contralo and tbe state and national bodioo are being 
made ao nop1dl.;y ao tiao will porait . Tb1o 1e a largo field, ao tbe 
reported .-borlbip ot tbe Aaorican Federation at Laber now 111<0oodo 
5,SOO,OOO ataboro. 1(1 perecoal co!&act with .... rican Fodoration of 
Lober loodore con'liDc01 •• that. t.bq are all ontblloiutic ebo1lt our 
'llar Bond PrQgru, and tbat we are cOYoring tbo tiold thoroughl;y and 
et!octinl;r:-

~· • 
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S.pt•ber 1~, 19U 

Dear lboe. RooMnlta 

In rnponM to 70ur r.qunt to S.or.tar7 
Korgenthau, I aa attaching a deeoription of 
tha Rial plan ae ooapar.a wi th the oa.p&l'able 
featurn of the preMnt lur and the ourr.nt 
tu bill. I aa deo attaching oopin of a, . 
radio talk of S.pteaber 1, 1~2, l n oppolition 
to the Rial plan, and a fUrther etate•nt on 
the plan. !hie etate•nt oontaina an naaple 
on page 2 which aa7 help 7011 to follow 111 
explanation. 

It h not eae7 to nplain the ecuwhat 
complicated Rual plan, but plea•• underatand 
that it the tnoloetd explanation it not autti­
citnt I ahall be onl7 too glad to euppleunt 
it in an7 ~ 7011 M1 dnir.. 

Si ncerel7 J'OIIrt, 

(811fte4) llu4o1J* hal 

Randolph E. Paul 
Gtnartl Counatl 

)boa, Eleanor Roo~tnlt, 

The 'lhl te Holllt • 

.Utaoh.nh 

RB:REP:mv 
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TIIIIEASURY DEPARTMENT 

INTE._ OP'P'ICE COMMUNICATION 

To Secretary Morgenthau 

'"o"' Randolph Paul 

This is in fUrther reference to the 
editorial "Has the Little Fellow a Chance" which 
appeared in Josephus Daniels' newspaper of 
September 6, 1942, which editorial you wanted 
inserted in the Congressional Record. 

Mr. Shea has reported that two sessions 
have passed and Colonel Halsey has not had the 
editorial placed in the Record. Shea does not 
know which Senator Colonel Halsey requested to 
make the insertion, but beli eves the reason for 
the omission might possibly be the sentences in 
the editorial as foll ows: 

"'!'here would have been no danger f rom 
this in;enious and deceptive pl ea i f the framers 
of the measure in its succesSl ve ·s tages of 
preparation had sternly sat down upon all 
exemptions and favor s for the rich and fo llowed 
in spirit - and mostly in l etter - the early 
recommendat ions of the Treasury Department . * * 
The committee hardly gave decent treatment to 
President Roosevelt' s suggestion of a ceiling of 
$25, 000 on the income of any person or corporation, 
and lent a favoring ear to the voices of Privi l ege, 
' Pray have me excused .'" 

Have you any further ins tructions? I t may be 
we can get Representative Cannon of Missouri to 
insert i t in the House Record in view of his remarks 
of July 9th, copy of which i s attached. 

1/tl 
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~fPtt• 

Seoretarr Uorgenthau 

Randolph Paul 

This la ln further reference to the 
editorial "lias the L1 ttle Fellow a Chance• which 
appeared in Josephus Daniele' newspaper of 
Sept&Qber 6, 1942, which editorial you nanted 
inserted in the Congressional Rooord. 

llr. Shea has reported that two aeeeione 
have paeaed and Colonel llalee7 baa not had the 
editorial placed i n the l~oord. Shea dots not 
know which Senator Colonel Halsey requested to 
make the insertion, but beliovee the reason for 
the om1uion mi~t possibly be the sentences in 
the editori'al as follows: 

"'l'here woul d have been no danger f rom 
thil in Jenioua and deceptive ploa 1!' the framer a 
of the measure in its bUCceuslve ntagea of 
preparation had sternly . at down upon all 
exemption• and favor s for tho rich and followed 
in spirit • and mostly in letter - the oarly 
recommendation• or the Treasury O.partoont. • • 
The oouaittee hardlY ~ve decent treatcent to 
President Roosevel t' s suggaation of a oeiline of 
$25, 000 on the income of any peraon or corporation, 
and lent a favorinG ear t o the voi ces of Privilega, 
' Pray han • excused.' • 

liave you any further inatructi one? It 'tll&Y be 
WI can get Representative Cannon of Uisaouri to 
inaert it in the House Rocord in view of hh romnrks 
ot JulJ 9th, copy of which la attached. 

(IAJ.\lal94) l.l.t; 
kta 
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TREASURY DEPAR'l'NENT 
Washington 

FOR IllldEDIATE RELEASE 
Thursday, September 17, 194~ 

245 

Press Service 
No . 33·32 

Secretary llorgenthau said today that the Treasury is 

making arrangements for the sale of approximately 5 , 000, 000 

ounces of silver to industr ial users certified by the l'lar 

Production Soar d ae in urgent need of silver for immediate 

use in war production . 

The silver which the Treasury is arran*ing to sell is 
free silver, classified as "silver ordinnry • This class of 
sil ver has been acc~ulating over a long period and is com­
posed in part of silver purchased for coinage prior to the 
Silver Purchase Act of 1934, in part of silver contained in 
gold deposits, in part of recovered bullion which was lost 
in the celtins and coining processes, and the balance of 
silver in excess of the aoount esticated to be contained in 
mutilated coins . Por many years prior to the passage of the 
Silver Purchase Act of 1934, small quantities of this class 
·of silver were sold and used in medals which the P.!ints man­
ufactured for private organizations . The Treasury has legal 
authority to sell the amount now on hand . The Silver Pur­
chase Act of 1934 imposes no limitations on this ~e of sale, 

This silver has been put aside for use in the event of 
an emergency . The Treasury has been i nformed by the War Pro­
duction Board tpat there is at present an aoute shortage of 
silver available for the manufacture of essential war ma­
terials . The War Production Board has requested t hat the 
5 ,000,000 ounces of "silver ordinary" be used to alleviate 
this shortage. 

The Treasury plans to sell this silver at the price ot 
45 cents an ounce to those industr ial users with high prior­
itY. ratings who aro recommended by the War Production Boord. 

As previously announced, approximately 1, 350, 000, 000 
ounces of free silvor have already been oadc available by 
the Treasury for use in war plants, under arrangements where­
by the silver will be returned aCtor the war . The remaininG 
1,550,000,000 ounces of silvel' hold by tho Treasury have been 
monetized and aro a reserve against s ilver certificates . 

- oOo-
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TRFASURY DEPARTKENT 
Was hington 

POR IULIEDIATE RELEASE 
Thursday, Sept ember 17, 1942 
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Press Service 
No . 33-32 

Secret ary J.!or genthau said today that the Tr easury is 

making arrangements for the sale of approximat ely 5 ,000, 000 

ounces of silver to industr ial users certified by the Uar 

Production Board as in urgent need of silver for immediate 

use in war production . 

The silver which the Treasurx. is arra~ing to sell is 
free silver, classified as "silver ordinnry • This class of 
silver has been accuculating over a long period and is com­
posed in part of silver purchased for coinage prior to the 
Silver PurchLI:le Act of 1934, in part of silver contained in 
gold deposits , in part ot recovered bullion which was lost 
in the melting and coi ning processes , and the balance of 
silver in excess of t he amount estimated to be contai ned i n 
mutilated coins . For many years prior to the passage of the 
Silver Purchase Act of 1934, small quantities of this class 
of silver were sold and used i n medals which the •llnts man­
ufactured for pri vate orgoni~otions . The Treasury has l egal 
authority to sell the amount now on hand . The Silver Pur­
chase Act of 1934 imposes no limitations on this type of sale. 

This silver has been put aside for use in the event of 
an emergency . The Treasury has been informed by the War Pro­
duction Board that ther e is at present en acute shortage of 
silver available for the manufac ture of essential war ma­
terials . The War Production Board ~s r equested t hat the 
5, 000, 000 ounces of "silver ordinert" be used to alleviate 
this shortage . 

The Treasury plans to sell this silver at the pr ice of 
45 conts an ounce to those i ndustrial users with high prior­
ity ratings who ore r ecommended by the War Production Boor d . 

As previousl y announced, approximately 1 ,350, 000, 000 
ounces of free silver hove a lready been t:lllde availabl e by 
the Treasury for use in war plants , undor arrangement s wh~ro ­
by the silver will be returned after tho war . Tho r emain i nG 
1 , 550, 000, 000 ounces of silver hold by tho Treasury have been 
monetized and ore o reserve asainst silver certificat es . 

- oOo-
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TREASURY DEPARTMENT 
'iaehington 

Press Service 
No. 33-0 

Secretary Morgent hau said to~ay that the Trea•ury is mak­

ing every ctf~rt t o put all available silver into urgent war 

usee. 

The Treasur y has st?cks ? f 2, 900,000,000 ounces r f silver 
~ of which 1,550,000,000 cunces h~ve b~en mcnetizcd gnd are a 

reserve against silver certiticntee. ~he balance c?netitutes 
•tree • silver , all of which is be ing l end-leased tcr use i n 
war pl ants wher e it Will r e l ease ~0.000 t ens ~f ccpper f or war 
usee. 

Substantial ouantities rf t his free silvar are already 
bei ng delivcre~ t r war pl ants pr, duoing aluminum and magnesium. 

Nc new purcheses rf f~reign silver have been made since 
!o/C'vember, l9il-l, Mr. Hc-rgenthau eo.id, nnd the delivery C< f newly­
mined d~meetio silver acquired under f~rward purchase o~ntract 
has been p~etponod, thus per mitting such silver t c gc intc in­
dustri al usee . Two ~r the larg~et silvor r efiners are already 
taking advnntago c f this pcstpcnemcnt nn~ nre ~olivering newly­
mined dcmestic silver t c industrial ueore. 

Until r ecently, Secretary Mc-rgonthau said, silversmiths 
cculd meet ell c-f their ne~de by buying f ? r oign silver et ebcut 
35 cents an cunoo. Hcwever, i n the psat year there has been 
an en~rm~ue increase in the use ~f silver i n i ndustries. The 
metal is used extensively ln the pr~ducti~n cf aircraft, ord­
nance, naval vessels, end f~r other war purpr sea. Silve r 
cc i nage has increased in many c ~untriea as a result of the 
war. Silversmiths ar e also using l a rger quantit i es of silver 
bec~uee copper and ~ther scarce metals can nc l c-nger be used 
ae a base f~r silver-plated ware. 

Mr. M~rgonthau sa i d the supply cf t' ·~roign s1lvar has been 
falling off, and the 100,000,000 c-uncoe a year being imp~rted 
fr~m Moxloo and Canada are inadequate t : r the present demand. 
Am erican silversmiths, eager f~r the metal, have bid up the 
prioe t~ 60 an~ 65 cents an cunce in Moxlo~ . Tr prevent the 
div~reicn ~r the f or e ign silver tr•m high pri~rity usee, the 
War Prrduct1~n Be-ard bee issued an ~rder r estricting the 
purchaee ~f silver abr cad t c lioenao~ imo~rtore. 
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As an ad~ed inducement t o f or ei gn shippers , the Office 
cr Price Adminietrcticn r ecently rei sed t he c ei ling price en 
r cr elgn ei lvor t c ~ cents an ~unoe in ccntrae t t~ the 35 
cent levol which the Treasury mai ntai ns. 

Ancther cr~ er nf the War Production Board, effective 
Ootcber 1, r estricts t he use of f cr a i gn silver t o high prior­
ity purpoeee. 

Tho Office or Price A~ministration has also set t he ceil­
ing price f or newl y-mined domestic silver at 71.11 cent s an 
ounce plus frei ght charges , compared t o the Tr easury price of 
71.11 oonta an ounce fixed by l av , thus making i t mor e profit­
~ble f or such s i lver t o gc t o manuf acturer s i nstead or the 
Treasury. 

- coo-
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Preas Service 
No. 33-0 

Secretary Morgenthau said t oday that t he Trea~ury ie mak­

ing every ett~rt to put all available silver into urgent war 

usee . 

The Treasury has et~cks ~r 2,900,000,000 ounces r r silver 
or which 1,550,000,000 cuncea h~ve b~en mcneti~ed gnd are a 
r eserve against silver certiticntea. The balance c~nstitutee 
•tree• silver , all or vhich ie being l end-leased for use i n 
var pl ants where it will r e l ease 40 ,000 t ens or ccpper t or war 
uses. 

Substantial ousntities r f this tree ailv~r are already 
being delivered tr war plants producing aluminum and magnesium. 

No new ~urcheses r f f~reign eilvor have been made since 
NC'vember, 1941. Mr . l~e>rgenthau e~id, and the delivery t ·f newly­
~ine d d~meatio silver acquired under f~rward purchase c~ntract 
has been prstponed, thus permit t ing such silver t e> go int~ in­
"uetrial use: s . Two ':If the l argest e1lvor r efin ers are already 
taking advantage ~r t his pc etp~nement and nre delivering newly­
mi ned dcmeetio silver t c industria l users. 

Until r ecently, Secretary Mcrg~nthau said, silversmiths 
cruld mee t al l <' f t heir needs by buying r~roign silver et ebcut 
35 cents an cunc~ . Hcvever, in t ho p~at year there has been 
an en~rm~ua increase in the use ~f silver in industries. The 
metal 1a used extensively in t he pr?duoti~n cr aircraft, ord­
nance, naval vessels, and r~r oth~r war purpreee . Silver 
ccinagc hae increased in many c~untrie s ae a r esult of the 
war. Silversmiths are also using l arge r quantities or silver 
becaus e copper and ~ther scarce me t als can nc l onger be useO 
ae a baae f er silver-plated ware . 

Mr. Mcrgenthau said the suppl y cf f~rcign silv~r has baen 
falling orr, and the 100,000, 000 cuncoe a year being i mported 
fr?m Mexico and Canada are inadequate fe r the present demand. 
American allvcrsmiths, eager r~r the metal, have bid up the 
price t~ 60 and 65 cents an cunce i n Mexic~ . T~ prevent the 
div~reicn c f the r or cign silver rr~m high prl~rity uses, the 
War Pr~Oucti~n BC'ard has issued an ~rder r estricting the 
purchase ~r silver abr oad t c licensed 1mp~rt era. 
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Ae an added inducement t c f or e ign shippers, the Offlco 
cf Price Adm1nistr~t1on r ecently raised the ceiling price en 
f creign ellver t o ~ cents an ~unce i n ccntraet t c the 35 
cent l evel which the Treasury maint ains. 

Another crder nf the War Production Beard, effective 
Oct cbor 1, r eetricts the uee ct f~reign eilver t c high prior­
ity pur~oaee. 

Tho Office of Price Acministration has also set the ceil­
ing price tor newly-mined domestic silver at 71.11 cents an 
ounce plus freight charges, compared t o tho Treasury price of .• 
71 .11 conte an ounce fixed by law, thus making lt mer e profit­

.- sble tor such silver tc gc t c manufacturers instead of the 
Treasury . 

-coc-
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lf,r a.ar J&. StottWuz 

At Jll'. •rpatMa•a ,.._ . n_ 
qvat I u •• .. bl 7ft MPftl~ .1 J.J- . MO.,? 
a pllotoatat ot a letter 111l1ell llol ~#</ J ~ 
N oobecl f,... S.oNtU7 loDa. 'Ttl&,-~ 

- .... • ..,.ll~ll 1a nt of r ~ . 
t- for tile ••bM. llllt llol will 
be lluk a. ... oa MnllaT .... 1t 10• 
han UfT •'ICP•tlou or o-.t 
t o ub 1a NIU'i to tllla utter. 
llo wnld 'ba flu to ban 7011 •-
tut Ilia at llat tiM. 

ShooNq JOIU'I. 

(SigneoJ H. S. Ktou - ., 
L s. nota. 
hlYato SooNt...,. • 

Boaonblo I. L StottWu. lr •• 
•d•blatJoator. 
IAIIl-IAuo AhlwlatJoatloa. 
516 ~~a~ st .... t. •·•·· 
Wulllqtoa. D.C. 

L 
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TREASURY DEPARTMENT 
255 

INTER OFFICE COMMUNICATION 

TO Secretary Morgenthau 

•RoM Randolph Paul 

Herbert Karl Friedrich Bahr, who was recently 
convicted of conspiracy to commit espionage for Germany and 
sentenced to 30 years• imprisonment, waa apprehended in the 
possession of $1,500 in United States currency which was 
concealed under the inside label of a cigar box, $500 in 
Portuguese currency, $200 in United States currency on his 
person, and $500 worth of photographic equipment . The money 
and property were seized by customs inspectors and turned 
over to the Department of Justice for use as evidence in 
the trial. J.!r . Bahr, through his counsel, plana to file 
1notion for the return of the currenoy and property. 

The provisions of Executive Order 8389 have been 
oalled to the attention of the United States attorney who 
proaeouted J.!r . Bahr and the clerk of oourt who now has 
custody of the money and property, They have been informed 
that this m011ey and proper ty mif not be returned or disposed 
of in an,y Waf without a Treaaury licenae. In addition, the 
Federal Reserve Bank of New York has been instructed to block 
all accounts of Mr. Bahr that can h?· 

• • • 
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NOT TO p M-WlflftfDD 

COPY 110. fJ 

OPTEL NO . 326, 

Informat ion r eceived ~p to ? a ,m, 19th September. 

l. .H.e&alt,. 

Photographic reconnaissance yesterday showed TIRPITZ 

in the Narvik area. No communication has been received from 

the convoys to and from Russia durin& the past 24 hours . 

1a assumed that both are pr<><.eeding Ulll>olested. A crane 

lii!hter and coal lighter were sunk in Dartmout h Harbour 

yesterday morning by enemy aircraft. 

2 . MILITARY. 

UAPAGASCAR. Our columns from Mo.junga have continued 

their advance though delayed by road blocks and damaged 

Loading elements reached a point 25 miles North or Ankazobe 

yesterday and a small column of our forces roached Sofia 

about 90 miles East Nor th East or Majunga on the l?th. 

Operations againSt Tamatave were carried out early on the 

after tho local Governor had r efused our uitimatua. 

brief bombardment the Freneh Forces hoisted the white 

· our landing was carried out without incident. 

After a 

troops ""re 1n control or the town and railway station. 
have been carried out at the aerodrome and obstructions clearfd 

from tho harbour. The Chef de Region is cooperating at 

presont but the populat i on as a whole appears indifferent to 

our presatlce . Some of our troops oro advancing from Tamatave 

following the Vichy forces most of whom have left for 

Tananarive. 

RUssiA. In t he Rzhev area tho Russians are stlll 

attacking. !he Germans are llllkinC progress 1n their attack 

on Stalingrad and l"igbtin& ia going on in tho suburbs. 

Ruaaian resistance is stubborn and in a .. e parts they have made 

- l -
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alll&ll but succeaatuJ. counter attaclu. ftle OerNM hne aa:lned 
turther CJ'OIIbl! in their advancee South ot the Terelc and 11111 

nOIII' be tryinc to 'lbeel Baatwarda towarda Orozni. Russian 

torcea on the he1&hta overlOOkln& lovoroaaialc claim to have 

beaten ott all attacks but the situation around the town is 
obscure. 

3 I AIR OfERATIONS. 

~STERN fRONt. 18th. 12 eneJ!G' aircraft crossed 
the South coast so~ of which bombed and machine gunner 

Dartmouth about midday. The main hall of the Reyal Nnval 
Collese was demolished and damase was done to a tactory. 

persons are reported killed 1nclud1ng one service casualty. 

18th/19th. 132 aircraft were sent out - Seaminins 

Bay or Biscay, orr Dutch coast and Halieoland, ott East Denmark 

and Baltic ports as far as Konigsberg 11$. Intruders 3. 

Shipp1ng ott Dutch coast l3 {including 6 Naval aircraft). 

Loatleta Vichy 1. 4 aircraft are mias1ng and one crashed. 

Preliminary reports state that 5 aircraft attacked ships in 

convoy off the Dutch coas t . Intrudera attacked locomotives 

and enaine sheds in Northern Franco. 

~. 

16th/17th. Tobruk barbour was bombed. 

17th. Sandstorms restricted operations. 

HBPI1'£RRANEIJ! 0 

17th. A southbound 2,000 ton veasal was hit and 

probably sunk orr the Tunilian coaat by Malta Beautighters one 

ot which is m11s1ng. 

BLAcx SEA. Information 16th states that scale of 

Russian Naval aircraft activity has inCroesed with arrival of 

U.S. aircraft reinforcements. Raids hove been carried out on 

aerodromes and troop concentrations in tho Crimea. The Russian 
Black Sea tleet is now based at Bat110 which has limited repair 

tac1lit1aa tor light craft only. 
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.... u..ta t•.,.,. le"-r ot 1'7 .., ........ rita ftl.elo 
7ft t~ "" -t la'o 1•.U ot tao -.oi• ot tao 
a.s.t.• I tiM ~ to llo uta 'IT SatenoU.,, _. 
I llaft ~ U.. to tao JboooW ot lllftl lato"'l 
rita tao .,.....U.. tad llo --.o to oMaSa eopl.- ot 

~ '1111 c .... Sa - - s. Mt - ...t.U, \!IlL 

~...,.&. .. JAb= 
!llo IIMftW.r7 ot tao~--) 

It 1 ro'\T .,.,.o, 

/ 
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Sept.aber 17, 1841 

Dear llaa 

I aa eaoloelag her .. lth a aaapla 

ot the aoet reoeat broacloaat ot the 

•valoe of the Clllat•, llbleh h f11nhhecl 

to 118 "' the r.aenl c-111lioat1 ... c­
alatloa. 

I thftgtlt that ~~ •e wftlcl lie of 

putlnlar lahreat to i OU u it hu to 

clo with Geraaa aubaariaea. 

Y oun ainoerelJ, 

(Slp.ed) Benrt 

Aellorable ., ... , l. P•r11tal, 

1la4er Searet&rf of the laY)'· 

260 
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fM al_..atbe t....Unar, •loloe ot tile Clblet• brorta .. h 
- ..,, ' •• 15, 1,.21 

•tMt P IIPl ' ' et npe;' • attorh aa4 be8Y7 1•-• " 
baYI •- ta • •-.leta etep 111 tile ••••rt a ... auprlH .. •• 
wbo ..... tM nuaa, ....uu •• 11114•• wbloh the ·-···· ..... u ''-II' 111 •.til un ... 

•Tee, lf .. lla4 to flJbt onlJ .,.lnet tile Sftrllall, ... 
Jaalu4era 11114 Auatftllua, ln41ena an4 otblr n•roe• - blat 
tllaJ flcllt not onlJ tile "-'• not onlJ aan4, tlllrat 11114 bHM. 
fbaJ a11at ts..tat at till •- tlM tile baaa 11raaollaPJ, the llo­
ftnllna .. alii oowar4loa ot tbalr I taU en all lea, an4 tbq .. , 
tlfht tbl 4aMpUon of till o_u, protUaara, wbo 4o thllr 
t1 tb1 blaalneoa 111 tile ftllla of tbe Itallen aapplJ oet .. tropbe, 
an4 wUb all tbla tile o-.a .. are IIIJ)poae4 to be Ylotol'loaa, to 
atora toi'War4 1114 aot ralu. 

•!be Itallua wara liftable to bl'lnr "'~' IUIJtlllllr· fM7 
aan4 a eoaYOJ wUb tile snat .. t 41tt1o11UJ, than onlJ a t111P4 
of u pta ua-&p, beoillH the 10 ablpa are prohote4 liT •t 
on a alaerabla 41atPOJar. Thalr alr toroa 4oe• 1 t attor4 1117 
protaoU• at all, u4 or "' tbeJ 4~ that " wUb41'n -
Ju-a f .... OQP •lllk•l-lU I. ,,.,. tbe front. 1n orcler to n, 
tll~ OORYOJ protaotloa for thea. 

•Aa4 tbMI wllan .... •oaron1 tranaport 4oea 41'lp throup 
to aa ..... l or llama, or to Tobl'l&k, U lin •t aeent for ua, no, 
thea U 1 a tor tba Ua11en santlaaan. Thera'• aalaa1 1n U, enct 
lblanU, or, at baat, adalhrate4 D._. tual dth wh1ob no one 
ou 4r1'" or nr. tbiJ a1s up anrrtll1~ t0«1thar , the Pi&•· 
An4 tb .. OU' nura won41r when tbiJ oan t set tbllr •oblnaa 
up wUb tile ... ~. aa4 oraab at tbe tlrat taka-ott . 

••• lt'a aot •oa.b that tb .. a aaoaronl 4ateoatora leaft 
ua altU• l.D tile 4aMri wUIIcnat ~pu .. , wUb lafel'lor t'llel 
an4 •aata ... ata tPanaport taoll1Uea. Jow tbe o_u, pro­
tuoara alM o- aD4 aqaHaa oat tbelr proru 1a tile b..._.la, 
tr. tile MllapM ot OIU' lllpplJ. 

•~ort~~ Atl'laa 1a aow "U'Illar wltb tb .. a ao-oalla4 War 
A4ala1atrat1oa Oo.aollora, PartJ laapeotora anc1 epaolal leectere, 
wbo wouM Uke to HI tile ehlrh ott the beb1nc1a of till tlpt-
1a, aol41ara, 1t U .a. tbaa l'lober. 

•tbaJ taal a ••10 aUraoUon 1n the Ual1an ba4 lllllk; 
tloOk to11tbel' tor ooaalaalona en4, araacl •ltb arar or4era, 
JOilll'IIIJ to f'llftll, Al&UI'I 1114 lloPOOOO to 40 tbell' b\lJ1ft&• 
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tlrbat tbeJ blaJ up h 1\laff an4 t1Ub, an4 wt.t \IMJ lUll 011 
U eUMI •o C!ae 'roploal !Manne. lila\ \beJ oen -*• ttlllr pi'OfU 
ln peaM . ao-1 D.-41 IYIPJ 014 'U'b, IYIPJ IOI'D-CMI\ UPI 1114 
, .. ., lUIP or ruo1llll be oan 11t tor till oeapallfl, \be Uallane 
WlakiiM4 bla ••• 

1 POP IIIUIPll, there ll a 011'\aln OolOilll BOlli l'lmnlntr IU'OWI4 
now ln h'lnotl Atrloa w1\tl a ooa1t '• taU ot IWl epeolal 11wre wllo 
'buJ aotor truokl . ?111• Bo111 11 no noYloe 1 n tiM 'bull""'. Lu' 
Jill' a1rea41 hi ••• on tiM notor1oue Daktona ( t) Pul'ohu1q 
Oo•1111on, whlo~ till pl'Ot1tlll' MaJor D.nltharet aan1pulat14. WUb 
till I'UitJ an4 pa1nti4-0YII' Pl'lnotl L.l . W. '• (Laetkl'lftw.,an, or 
aotor ti'Uokl ) , thl tranepol'\ ba4 alreaG¥ oollapel4 at that UM, 
an4 now 8o111 hie acalD 11nt ~.ooo ot the11 hn1bll tUtbJ pleo11 
or Junk. 

•Boell baa the J1wllh an4 Arab wto tbllne an4 Jll'llrl -re 
'buJ up all the 4lloar414 ObiYI'Ollh an4 Berllote an4 orb ot • 
Altr~rla, an4 oftlolallJ paJe tt11 hlpd al'aJ prloll t or tbea. ' • 
Ae a aaner ot tao\, Ill ph tiM 'llboll uboo41e tor a tUtbf 
nothlnf• an4 till 41tfel'lnoe betw11n till real purotlue prloe an4 
tb1 pi' 01 be IIU .. \11 tor the ll'aJ, be lhal'll w1tb hle Jn11b 
biiJel'l an4 epeolal lla4ere. 

•Ben Dr. Tbeo4or Al&lr , 0111' •-1114 Oonelll General ln 
Oaeablanoa aleo baa hle e••J f1ngere 1n tbe butlneee, ·or oouree, 
1n eo tar •• bl baen't thea 1n tbe beb1n4 or aoee laeo1Y1oue 
Berber boJ. 

•.t.n4 tlll11 al'l \be pul'YeJore tor our people '• '"'• tbl 
Allll'l an4 lo111e an4 thtll' ooaaunltJ prot1teere 1n al'aJ unltora, 
llkl Hel'l' MaJor Dr. B1ppel or Hen Oapt . R1ttae1eter. 

'An4 w1th the eturr that till flltbJ fellow• ebunt to tbl 
fl'Ont, our 4r1Yere .aet n11oUat1 bun4J'14t an4 bun41'141 ot kUo­
aetere or 41111'\ 1'014 4111J, ln order to eupplJ t be troop• up 
tl'Oftt, ,,.. Del'lla to BlftCI&l an4 baa to Dema, an4 forward to 
1'obNk an4 MerH-.. tl'llh, an4 *«aln 'bau to Dema. 

•70 ,000, 11Wl,OOO, 150,000 klloaet ere, tbl tlltbJ Junk bat 
a1l'la4J tranlle4. BaUer111 al'l •n414 wUb wll'l , tbe eprlft«• 
al'l ruetJ, the bear1aca worn out, the oeJ'buJ'ItOI't an4 epal'll;­
p1uc• wom 4owa, e to. 

•.t.n4 the 4r1Yel' auet repalr e•el'ftblnc b1aeelt, e1noe till 
repall' etaUone are alwaJ• CYeJ'burdene4. On tbl •11 , tbeJ .a at 
•••n take on a441t1onal IJ'IOkl«•• an4 after ten a1nut11 there 
tbeJ al'l 1n trouble tblat~lne . 
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•!be noato (' ) roa4 to Deftlo h oao 1o"- o11to ,,.. .... ,.,... 
An4 ap IIMM, ot 'be f1'011~.1 'be:r Uo o11t wou, all4 11o'b.1nr oo.eo ,ll.rO.b, 110 Nl tor 'be L&W'o, ftO fllol tor 'be nioP protHUoa, 
no' oYon .nou,h •o'•• tor woob.lnr. 

· ·~ .. n ri lo11o:r aa4 ootob 'JPbuo . )15 oa .. o or 'Jpbao oro alroM:r 1:r in holoUon bal'l'aollo, an4 nor:r wooll:. tt.ro 
oro o ooaplo of oaoo now onoo. It U rooo on 1111:.o tbh, •• ou 
ono 4o7 ..... , •P obop ia lc7P' . 

1 An4 U WOill4 llo baUOI' 1t WO poOII:.o4 liP t~ rather 'boa t~ 
ltOI'I'OW, U woul4 'be 'beUor 1t wo pooll:.o4 11p Jl 11 o wbolo bftll:. 
aNJ, lft4 O'I'OI' 'o tbe &ootom front wUb lt, wbero OYOI')' au, on4 
nol')' , .... 1o noo4o4 tbeM 4o:ro. 

•Tho war wi11 bo 4oo14o4 in 'bo loot, an4 not 1n fi1tbf 
~rnt, wboro •• Ooraono hoYo loot nothing, wt.ro 0 111' oolll'a4oo ~ • 
.DW~•••r, tb.lro' an4 boooao intooto4, booo11oo tbooo tllthJ Italian 

''-•a:ro~io , in pUtu4o tor thoir oNo4 bo1p oro oowar41:r , baoo 
tl'aUOI'O to th ... 

1 tbio io OllotoY 8iosfr1o4 11no. 

•tbe Oblot iipUO. 

••• -• oroln O'I'01'7 bo11r 1111t1l fiYo o 'o1oolt 1n t ho aom1n&, 
o1•o70 ot 7 a1n11too botoro tho bour. 

( ro4orol Oo.auaioo,iono 001101oo1on, loptoabor 15 , 19~2) 

--
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,...._,, I u .-.. lo ne4 a '"'" wblab W.al lloealtc 
.... 1 ... r- •• of OU' ,.... Oa don, Ll"'-' et tllo 
··~· ........... ,_ .... ll ... l'l .. , ....... u • pft ..... 
of wu. 

'ftall npon,ll •be ••ol')' of 'be beNlc lu• \tatUo or a 
J'OWIC .... Of 0.\toa• .. II u4 'be Gl.OIIIIIII bo,ftlll •bo 0-'boa· 
orow all4 'IM1r eanc11tar. !hie ropon wu 41Glarot •• tupi'INa 
•o ... ala \tJ o-• Gl1q~~~-rapnllllliaUnc ant l'I'OJIIICaata -­
,,,,....,,. U h 1a•aate4 •o I'IIJ'PNII U ,.111 .. tbo wUl IIIII 
111"11Uaaa of DoaaUa, \tcaauco tba11 ~1 oaloue o-o ....,_ 
\tclll 414 11o& epprowo of tbo tao• , .. , a rnnc •-41r, .nor 
n1•1• U'OIIII4 lo oU ut bar41J' ecov~ 4oatb, .... ,,.., u ac 
1111 ••r 'o apoalf 11•• aoo-• to b11 OOMM4ar-1n-Ob1ot aballt 
'bo , ••• or b1c -· 

1fber ..,,. ... ,._ 11 .. or Doelllh • • 1a••Uo11 •o p~~blloll 
'be ropon of lolloreob ( lllalul- tor Goorao> lftcM, •• a rorur,-
111f oaii!Plo of ub"*- ~111eo1 to 1111plra ant enooart~~~ .., 
ro•tb •o wl••••r for aorwloa 111 tba 0- boat .... 

• .._, .... , to tbooo \tloatot, pNfana prop.,antleh 11:- abaa• 
tile oapall'J' . of our J'CN'b for on•bua1 .. , tbar tboqb' •-tb1nr 
1111:1 •b1• oolllt po11lblr ba•• • tl'lrbtaalllf art11t . 

'fbeJ' propoaa4 abalwoe, ouh ant t11•orUone. tbor. •an"4 
to obi ... Sbe aUpl.o aulr ropon fill IOboreoll 8hll 1nto an 1n­
llplt lall prop ...... \tcbbla. tber bat bop11 tllat tllat wul.4 
bo orfoouwo . DoiaU& ealtl •Jo, all of U or notll1n1 at all, 1 

ant w1Sb4nw •b• npon. 

'!be ripcrS toll•• bin, u l\ ... wr1Uen bJ Bobonob 
a•aall 

.,., oat...a Mlolra1 1 l 41op1J' ... ,.., \bit l aa not 1n a 
pollUaa '' : ~r \taa •o ., Oa otor 1D tbc unal ~· ONol t••• )laa WI .3 .• tbe •liP• CNt of Wf' butc, a fah wb1ob wu 
\troqbt allowt _, tbe aa•u•J'CIPb1o lllatall:l or wt' cUll 111apor-
1111oi4 tll"lt wa\u ottloor, Llou•••• ouo aoa.ta. 

••z u- t)lat rou ••• rooo1•ot o 111\ or tbo tow carn•on 
tbro .. b 'be ropon of tlao ... ONoc. U lo Yll')' •bU\ol'l .. to 
111 •o \tc prl•-•• of wu, wb1lo - o-a11 at till front ao .. 
U11uo to to tbe1r boro1o tutr. Blat ••• Uaouj!b ~ ••• trown 111 
ullappf lot, •• aN ••Ul ,..toful. ••• t11Unr bae left ue our 
llloora\tlo UYII ant ..,.. 11 111111 •• bat to fltb' bc,.. tor 1t ln 
tbeao our. aaltr ...... wb1ob, 'ballll: 004, .... ,, loaat .. ,., ..... 
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• 
1 ...... ..,.. -t •* 111nrr aB4 4111\Naa to uo, bat 1t •• 

baa 110 fl ... lro.l4 UftUI' liDO 1 0 fOOt \boN lo 110\hlftr tO 40 but OWU • 

• 'Wltb oalJ a row llfo pi'Oao"••• loll4 ·- .... wblim .. ,_4 
1n tho water, onlr ••rr fn or our oolll'tl4oo 001&14 ataa4 50 '-•• 111 
a boa'I'J' ooa. tho onoo wi:ID waN loft o4rltt 41'ltto4 d toptbor 90 
aoa alloa. !bot lo tho NaaOII wbJ thor ••ro foun4 oo lata. 

1 'Attar a fn 4.,o ln a boopUal wo boouo buaan bo~1 araln. 
•• loet our boat tbrouiirb a aenro na•lpUon 111etako br lila, fo• 
wblob bo probablJ eboul4 not bo blaao4 too 'onrolr booauoo bo 
ti'IYollo4 tor the tll'at tlal ln 4lff1ouU Wlltora mlob were not 
full1ar to bla. 

• ' OD June flret, at 201 15 o'olook •• wol'l pl'leae4 4.-n to 1 
4eptb of about 6o •'••• bF an auaok br 4apt b oborpo. lhlfol'­
t-hlJ, Oblof •to lfallulta allftol'o4 a ...... bNh1nr of blo · 
lor 4urlnr tho alara 41•1Jis an4 waa pvt out W -l .. ion. lobula, 
aa tho flrot watob ott1oor, ba4 to take o•or tbo na•1rat1on. 

• 'ln f1D4lnc bla bwar1nra loblll& 414 not taka 1nto ao-t tho 
ounont (n,...nroota~~n~l, •blOb lo IIIIUtuallr etronr 1n thooo 
watoro, 0114 ron tho boat on a root, wb1ob, aooor41nc t o Gill' l of• 
•a• 10 111loa a.., ,,... "''' Sobul& aboul4 ba•o known tbat tho OIJ 
414 not abow tho tl'llo looat1on or tho boat . 

• 1 In two a1nutae tho oontrol - an4 tho towar wore tlall or 
water an4 n wore lloU"f 20 4ecr .. • to ahl'boar4. IUgbtoen ooa­
ra4oa wore able to aa•• boaool'l'ot through the trap 4oor. roul'­
toon of tbooo 4114 a boro'a 4oatb 1n tho o11 ooYoro4 ••••• 1n tho 
nut flf\J bolll'e. ODe of thea ooll14 not awla. fwo sot out of 
tbolr lltobolto to owla aoboro, bol1o•lnr 1n tholr etate or 4111-
rlua to ••• lloll4. !be otboro 4lo4 troa uhauotlon. 

••avr ontlro aourlabaent 111 tbooo t1ftr bollro oono1eto4 of an 
oll-ooako4 1- 0114 a ooooanut, wblob lohab opono4 bJ ao1o111 or 
unopouablo afforto, wUh tho holp or tho oarcon bottle ,,... blo 
pookot. lbortlJ attar tbat, lobwab tank without a ooun4. 

• 'A epoolal wor4 ot approoliUon 11 4uo 117 1'141o •to a.­
aero, wbo lent a bolplftr ban4 1n IYII'J' o1tuatlon, w1th oaaaplOI'J' 
oolf-4111lal, loll4 laep1N4 tho 401pa1r1nr on01 wltb loll •••• now wUl 
to 11'1'1. It wae a..-ro, too, wbo • ..,oa •• loll4 throe other ooa-
1'0411 1n a otate of unoonoolouenou ln a l't.lbbor boat wblob loll 
Allor1o"' plano 4roppo4 tor uo on the tblr4 4aJ. 

"'At thll po1.nt,.., I take the 11bertr of propoo1ng tho 
tol1~1nr 4ooonUono to bo awar4t4. 

''!be Iron Orooo, t1rot olaoe , tor t ho fta4lo .. to Baouaero. 
fba 111'011 orou, oooon4 oluo, tor tile ._ob1no .. ,. Wol'ftor L1ob-
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bo14, tbe Mobu1o Oo~cral OGeatbor 'follNt all4 tbo .. uor 
.U•1a .llaap1obel. 

1 ·~, all fouabt -llonu,, ao I ou, Mreo•or, roport 
w1tb prUo about all ., -...aoo, tbo\ tbo7 ll:now tao. to f!Ft 
an4 to loa 4oatb 111 ttao faoo . 

• 'hen ttlou.b tho7 ll:now tbot tho traa1o ahtuo of tbo1r 
11no W. O. (11Jio laoboff1a1or, or Plrot Wotob Off1oor) ooal4 
han booa pl'nonte4, 70t tbeJ' lbow~ b7 tho1r boha•1or that 
tbo7 are 1nop1re4 b7 tho op1rU wb1ob keopo on t1fbUnt non 
wboa tho hattlo oooao loot. 

• 'WUb o. ... n sroot1Aco, 

• 'Reopoott'llll7, 

• •o.org l taoo, 
lotLt. ,atloa1 • 

•!booo are wol"4o wb1oh o un hao wrUton•, oonUnaoe tbe 
Ob1of . "Word• wh1ob ota114 oo tower1ns bleb abon tho tUt)IJ 
eont1aente of t bo propagall4o Pbar1oooo , tbat tbe1r a1eerablo 
thousbh ooun4 llko a 4ol0orauon. 

1 A propason4a 4os llko Bom4t bae tho brou to 117 tbat 
th1o 4ooor1pt1on or a bero1o battle to tbo 41otb 11 4ofoot1et, 
an4 a1fbt s1•o tho otbor orewo • 4efeat1et ott1tu4o. 

•le 4aro4 to obJoot to tho publ 1oot1on, 1f all 1n41oat1one 
or tho na•taaUon 111otuo or tho f1ret wotob off1oer an4 tho 
reeulto or li1o 1neapor1onoe woN not el1a1nato4 r.- tho report . 

•tb1e raae4-oat eoul or a blli'Oauorat , Born4t, bol4e 1\ 
noOOIIUT to fill1f7 wUb b11 eb1t-Mtbo4e euoh • 4o-nt ot 
proa4 MJ'Ol• boea~~ow tao oannot pop tbat tbe report u U 11 
1Jl 1\1 aaaa.-lq pau111111011 ll o bun4ro4 Uaoe aoro off'oo­
u .. tball all tbo propapll4a wb10b ho ooul4 uer euok CNt or 
b1o poa. 

•Booauoo be 11 atra14 that 7CNJIS O.raan 11111 woul4 bo 
rrlsbtene4 av fi'OOI tbo 10n1oo on O..boate wtaon th17 loam rroa 
tho roport tbat oo14e froa horolo 4oo4e , eoaot1aoe oleo a1otakoe 
are .. ao, an4 that thoeo 111atuoe a1fbt bo trooo4 to tile root 
tbat tho now ooara4oo oannot bo tro1no4 u thorousbl7 on4 •• 
lon, a• tho ol4 on11. 

•or oouroo that hal)plne. or oouroo tho ••n to4or oro not 
trolno4 ao tbo7 wore boforo tho war, but that 4oll not tr1pton 
o. ... n 7011th b7 a loll4f abot . It ttao7 ••• • •• louer •• t ho 
louoo lorn4t tb1nke thor OJ'ft , tbon tbo7 ooul4 g1n up an1'fq. 
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1 tbe •• D. U. (Ornl ot Ge- U-boah) nel4e JOUC 1 trellh, 
able all4 uepo1ll4 ottloara en4 Mn wbo do not t17 to be 011 
uw .. r. 11 .. , but wbo anaak tbe en•1 OOU1'1190Uel7, 11111er aood 
oonUUOIIa aliA an4er bll4 oon4U1ane. 

1~71 wbo brue Ieath 111d wbo 4o not allk ebeN u OOMe fro•· 
8o71 wbo IN able to utar1al1ae tbet lp1rU wbloh epaake rro. 
the report ot IOboreob nan and bll orew. 

•Jut 'hat, the lbUpot Berndt 111d hh propacanda epl11 
w1ll ne'IIP un4el'ltlll41 an4 that h the reaaon wbJ I ba'll Nl4 the 
report ot lobor1oh lhu, 1n order that thou w111 hear 1t wbo 
llhould bear U, unoaneol'l4 , W\obanp4 an4 not tah1t1a4. 

•Bear oueta• 11actr1e4 11ne. 

1 tbe Ohlat baa ~an. 

•we ret~&m e•el'1 baur tlll t1•e o 'olook 1n the • orn1n,, 
11•11• enan •1nute• before tbe boul'. 1 

( re4el'81 G01111 -LJinloaUone OoM1u1on, kpteaber 2 , 19~2 ) 
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Subject: Japanese vessels sunk snd demagad 

1 . The total number or J apanese eh1pe sunk or damAged 
ainoe December 7, 1941 now stands at 281. A Navy Department 
announcement iaauad ' September 16 11ate 258 shi ps lost or 
damaged, pr obably prior to September 4 . lolore recent naval 
commun ique~ add 23 Japanese eh1pa to the casual t ies i nf l i cted 
by American 1'orcea. or these, 10 wore sunk and 13 damaged. 

2 · The J apanese losses announced s ince Sept ember 16 
a re divided aa follows: 

(a) A1eut1ane - thr ee subm6r1nea dam~ged, two mine._ 
sweepers sunk , three cargo and suppl y ah1pa 
damaged. 

( b) Solomons - t wo cruiser s damaged, one un1dant1-
1'ied shi p sunk and one demaesd, t hree l and­
ing craft sunk end many others sunk or dam­
aged. 

(c) Br u.s. submarine action- one patrol boat and 
three treiqhtera aunk: one transport, one 
tanker, one freighter and one cargo and 
supply eh1p dama~ed. 
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• Table I 

Total Japanese Veaaela Sunk 
to September 17, 1942 

and DII.ID!Iged 

Combp,tent VftRA§l!! 

!.'£2.L Probnbly 
§.!!.!!ls. sunk DarMO"ed Total 

a,.ttlesh1ps 0 0 ~ 5 
A1rcrart carr1ers 6 l 11 
Crulsera ll ~ 21 a~ Destroyers 26 13 
Subm~>r1nee 6 0 5 11 

ndere 0 l J_ 4 
Others ...!.L ___L --22 

Totnle 62 15 65 142 

Non-CombAtnnt Vessel!! 

i'leet Tnnkers 10 0 4 14 
TrPnsports 24 5 13 42 
Cnr~o and suoply 44 3 12 ~ l.1scellnneous ..ll... ~ _1Q_ 

Totals 90 10 39 n9 

Total all types 152 25 104 2gl -

Regraded Unclassified



- 3 -

Vessels Sunk and D~mAved 
Japanese i n UnJor Strate~io Areas 
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!· Aleutian lslpnda (June 15-Sept . l 5 , 1942 ) 

~ Sunk 
Prob~bly 

Sunk DAJM~ed TOtAl 

Crulsers 1 0 5 6 
Destroyers 6 l 2 9 
SubmArines 0 0 ' 3 
TrAnsports 1 0 fl ~ CA rgo Pnd aupply 1 0 5 
.._tnes,.eepers 2 0 0 2 
!..1 • ce11Bneous _l_ __ o_ _1_ !/ L 

Tot11l 12 l 20 33 

II. Solomon I elAnd a (Au .. . 7-Sept .16, l S'42) 

opttlesh l ps 0 0 1 1 
Alrorsrt cnrriers 0 0 2 2 
Cruisers 0 0 4 y 4 
Destroyers 1 1 3 5 
Tankers 0 0 1 1 

rrnnsoort 11 1 0 0 1 
C•rao ~nd auon1y 0 0 0 0 
:.:tsce11nneous 2 1/ _Q_ ...5...Y __!Q 

TotAl 7 y 1 16 y 24 

y Also several ~ddltlonel vessels. 

.. 
• • 
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