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Operator: 

HMJr: 

Barry 
Wh1 tel 

IO!Jr: 

If: 

IIMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

Bello. 

8ep~eaber 29, 19~2 
91)6 •••• 

Mr. White on the phone. There you are. 

Barry' 

Yea, air. 

Good morning. 

Good 110rning. 

I v1eb JOU 1 d take JOur band at trJing to draft a 
letter tor me to eign to MoCarran which would 
point out that be w-•t to trJ to raiee the price 
ot silver, and he ' e broken hit agreement with ••• 
aee' 

I aee. Ia there something in the paper today about 

Well, he - I wae particularly attracted to it by .an 
editorial today in The Waahington Poat. 

1 

I eee, because the only aot1on that I've known -­
maybe that's what you may have in mind -- tMt he 
took ie he talked t o the preee about a week ago 
and said he- they ' re planning- they may do aoae­
th1ng. But to ~ knowledge thaJ haven1 t , but I'll -
I'll •• • • 

Vall, review it. 

I 111 review it. 

Thank you. 

All right , air. 
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OIL REFINERY PURCIIASE (Russia) 

Present : Yr. Paul 
l.!r. Cairns 
l4r. Schwarz 

Septellber 29, 1942 
9:15 a .m. 

H.IJ.JR: I ns just reading this "a!" - this 
fellow stone tr;ring to malce a st'lry out of--

~. PAUL: I h&ven•t gotten through yesterday's 
yet. 

!.IR. CAIRNS: I haven't seen it. 

H.M.JR : It is a very sloppy piece of writing. 
I wish you would read it. He refers to Robertson 
being in on it. If Robertson were i n on it, it would 
be all right. Vfuat he tries to make out is that Cliff 
Mack is now holding it up and goine.to hold up the 
whole thing. 

l!R. PAUL: We can straighten that out with 
Robertson. 

H.W. JR: I think I would do th&t this morning 
because they go to press pretty soon. 

J.!R, SC!f•'/ARZ: After lunch. 

!.IR. ·PAUL: We can get it right on the wires; it 
would be better . 

H.JJ, JR: Stone is very sloppy in this thine. If 
he is as sloppy as this--

L~ . SCH7/ARZ: I don't think he is, generally. 

2 

• 
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H.M. JR: He says hero , "Let us look at it closely. 

"Procurement Director J.fack, the dispatch says, was 
present at t he conference and aaid , • two gasoline 
refineries in Texas were being studied fti th a view to 
Using them as part of the plant to be sent to Russia. • 
7/ho is !!.ack kidding? 

'~oe other equl~ment,• Mack is reported as saying, 
".Tould be used in conJunction with the Texas refineries 
even if they proved usable •••• • 

'":/hat did J.:ack mean by ' beine studied' and by 'if 
they proved usable ' ? · 

"The Russians picked those plants last ·:linter and 
arranged to buy them if they could get clearance, " and 
so forth , and so on. 

3 

Then he says, "Morgenthau held an angry private 
conference in his offi ce two weeks ago yesterday. He 
pounded the table, figuratively, if not literally, and 
demanded to !mow why the devil the Russian deal still 
was being held up. I ckes knew all about that conference , " 

Sure, his man rras here , 

t!R. CAIRIIS: Fortaa. 

Jffi. SC!f.'/ARZ: And he told Stone . He got the previous 
story from Ickes on the Spanish oil . 

H. J.! . JR: But I think you fellows had better get 
after this, because Stone is very sloppy this morning. 

MR. SCI!\'IARZ: He is up in !lew York working on his 
book and did this with his left hand, which he shouldn ' t 
do. 

H. IJ . JR: V/ill you take care of it? 
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P IIUIICIIfG 

September 29, 1942 
ll:OO •••• 

Present: Mr. Bell 
Mr. Buffington 
Mr. llau 
Mr. lilurphf 
lilr. Balcer 
Mr. Ecolu 
Mr. Sproul 
l!r. S&JaC&alc 
Mr. 11111au 
Mr. Rouaa 
Mr. Goldenweiaer 
Mr. Pher 
Mr. Draper 

H.M. JR: Jell, we will start the usual. routine. 
Mr. Bell will tell ua how mch ,.e need tor a JDOnth. 
We don't loot moh !lrther ahead, now. You can go 
011 to the end of the rear, Bell. 

IOl. BILL: 1e will go out of S.pteaber with a 
balance of aboat two billion three hundred aillion 
dollars. Je will need, in October, fou.r billion dollara; 
Bo•eaber, four and a half billion dollarai· and Deceaber, 
three billion 11nn hundred and tift, ail ion dollars. -

4 

That 1a baltd on the present prograa tor Treaauq 
billa, aerelT rolling o••r the certiticetea on llo•eaber 
1, and foar hundred aillion dollar• of tax notes in 
S.ptaaber, ana three hundred tittr aillion thereafter. 
!hat aar be a little low. We ha•• prectioall7 the four 
hundred aillion alread7 in Septaber, eo the7 UT go tOM­

what onr that. 

Those eetiaatee gi•e ua a balance at the end of 
October of a billion ee••n hundred and tift,. That 
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ia a little low; Roveaber, two billion, and beceaber 
two billion. 

!hat h the picture. 

B.li.JR: AA7 quutiona? 

KR. !CCLES1 Did JOU 1a7 it wu four and a halt 
or tour in October? 

KR. B!Us Four; four and a halt; and three billion 
aeven hundred and fift7. 

I alght •ar thia on the eatiJutea of npendi turn. 
We have rahed our war npenditurea ac.e. I have talked 
to the Budget. The7 are not inclined to change their 
sixcy-snen billion, but appreciate that the7 •1 go 
higher. There ia a great deal of tallt around town of 
putting the. 1944 budget on a full capaci t7 of the coun­
trr, and there baa been aou talk on that buia that the 
budget might run anrwhere from eight7-five to ninetT­
five . So I have raised these expenditure esti mates to 
get a range of seven billion dollars in the last three 
aonths of the fiscal 7ear, which would about hit a level 
that would be neceaaary to reach that 19•4 budget. 

It isn't reflected so .uch in the next three aontha 
that we are facing, bu.t i t i s reflected quite heavil7 
in the aontha beginning with Januarr. 

KR. 1IUIAMS1 Bight,- five is the capacit7? 

KR. BELL i It ia a talk of capacity. There ia no 
definite agreement on it, but the7 think that the budget 
will range in that neighborhood, froa tight, to eight.T­
five to ninet,-five. 

B.K.JR: Dan, I don't know how the7 get that wa7. 
Theae are the fiiUrtl out - j111t out in September - and 
a lot of the stuff ia going down. 

KR. BELL: Ia that right? 

5 
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B.M.JR: Yea, Auguat la leaa than lul7. 

KR. DIW'IR: There 1a quite a llttle alcnr-aoa, 
now, I underatand, which ia te~orai'J, of cour••· 

MR. ECCLES: A lot of coutruction h getting ooa-

i leted, tor one thlllg, and thlll flnanoing - aoM of it 
• beinc doae outside in increuinc mount, inateaa of 

adnncea being ucle b7 the A.., and the laTT and tbl 
Marl tl... '!here baa been an increue in the bank 
direct lendlDg for thet purpo .. , 'tlhereu there wu a 
big erpanaion in Goni'IIMnh for a tiM. 

MR. BELL: lb.ich will h1 t ua later prett7 hard. 

U.K.JR: Well, an11111• I hope the7 are right. 

MR. BELL: 'lhia h aort of the wont picture froa 
an expendi ture aDgle. 

MR. ECCLES: That eenn billion that JOU speak of 
tor the end of the 71ar - you epoke of ••••n billion -
dO JOU 111111 a 110nth? 

KR. BELL: A .,nth, 7"• tor war alone, and that 
MIDI an npendl ture i n 19« of about eightr-·four 
billion dollars on t hat baaia. 

KR. DIW'IR: You Man fhcal '«? 

KR. BILL: Yea, but wt won't know what the budget 
t1gur11 are Ulltil Dtceaber. 

MR. ECCLES: That will ntYer be rosaible on thia 
price ltTel. It aar be eight7-four b llion on aoae 
other rrioe leTel, but oertainlJ on thia prioe leYel 
there a no poaaiblllt,r of that expenditure for war 
pu1'"9oaea and ban a olnlian eoon0111 aunin. 

lLR. H.US: The7 olaia there 11, figuring a national 
groaa product of one hundred and aeTentT billion, ao.e-
thing like that. · 

6 
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MR. BCCLIS1 There hn' t noh a national fro" 

product at thil price lnel that the7 are talk 111 of 
getti~~g. . 

B,)(,.TRI An~7, what I aalted tor wae to look tor 
one aonth or poaalblJ the reet of thi1 calendar 7ear. 

)(R, BBLL: Theae figures oonte11111late pqing ott th• 
RFC, and J011 hann•t GIIIOWlOed 111Jthl111 with rnpeot to 
the Deoeaber •turitJ of two hundred ana thirtJ-two 
ailUon. 

¥R. BCCLBS: That il, tbl t our and a half tor 
October oonte11pla tea pap11g ott the R1Cf 

liR. BBIL: Yea, three hundred and twent7 aillion. 

¥R. SPOOUL: Four tor Ootober'l 

)(R. BCCLBS: That h right, beoault that inoludtl 
the bill prograa whloh will giTe you tour hundred 
aillion of new moneJ. 

MR. BElL: Three hundred ai~lion of new 110n•7• 

7 

n. ECCLES: Well, it JOU inorealtd, a1 there 1:1&• been 
ao.e dlaouuion of, at the end of the turn-onl' on the 
twentr-••tit would gin anothu hundred aillion the lut 
two week1. 

liR. BBLL: It would, that h right. 

B.)(.JR: We were talkiu.g about foUl' billion, wbloh 
would include parillg ott the RFC. 

¥R. BELL: Yea, air, three hundred and twent7 
aillion, Ootober 15, and the Deoeaber finanoi~~g contea­
platea p-:1111 ott the two h~dred and thirt7-two .Ullion 
of Trea1UJ.'7 notes aaturi~~g on thlt date. 

B.¥.JR: And what about the fir1t certificate 
which coaea due? 
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KR. BELL: We ooute..,late Ju• t rolliJI& onr - Jut 
1tlll11g 1 t like a !rdiUI'f bUl. I think JOU ~t Rllt 
to a11ou11 bert &I to whether JOU Rllt to get tift hlm­
drea ailUou out of that b7 1uoreal1q 1 t, uJbt, to two 
blllloli. 

KR. ECCLES: .. II ao .. that OOM au" 

KR. BELL: lonabtr 1. 

B.ll.JR: Ban JOU fellow• got a plallf 

D. I!CCLES: lo. 

H.ll.JR: !hi• 11 Ju•t to get aoquaillted again. 
(Laughter) 

8 

KR. I!CCLIS: We han bttll dhouuillg thil partiouler 
probl• thh .omillg. It h the fir1t dl.aou111011 that 
we han had of the thiug, epeo1f1oall;r. We JMt ;yeaterdq, 
the Op111 Karat Coa.ittee, aud di1oueeed que1tion1 .uoh, 
ae the dhoouut rate ud the bUl-burillg progl'UI, the 
r11ern picture, aud thlna• 111 general tel'IU.- what the 
probleaa were - but we dilouued thil, a• I aaid, th11 
aominc· 

I han 1OM 'fie•• aud I think All au ha1; we han 
aoae nriat10111. PouiblJ IOM of the other• han 10• 
that u:r UI'J froa both of our1. ID other 110rd1, w 
hanll't, I .o.uau•t '11• •l'f'•tali .. d the thillg dOWD to 
au;r fora of rec-Ddetioll. 

B.ll.JR: I we1 aorl'f' I 09Qldll' t get onr there 
;rt~terdq but I had had thh appoilltMDt for about a 
week. Dld JOU han a good ••tine ;rt~terdqt 

KR. ECCLES: Yea. 

KR. SPROUL: One of our better onea, I thought. 

KR. SZ1KCZJ.I: And a nr7 good luncheon. 
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liR. BCCLIS: lea, JOQ ahaea that. It na 'ftr7 
orderl7. loboq threw anTt;hill& at 1D7bod7, ana w 
all left on apeaking t~rw.. (Lauchtar) 

• 
B.Jl.JR: 'l'b .. e tu antioipat1011 not .. are goJ.Da 

aoderatel7 wall, aren't tba7f 

liR. BELL: lea, air, the7 are. We are going to r; .;; 
well onr the tour hlllldrad a1111on. We han got that 
in now, aa a aatter of fact. 

liR. ECCLES: Don't 7011 thhllt 70u will get nearer 
tin or aix? 

KR. BILL: lea, I think we aar. 

B,)(, JR: 'ihat do 70u hear troa rour bora, Georget 

JlR. BUFFIJG'I'Oif: Tha7 han dona a great deal of 
groundwork that I think wa WOil 1 t get the effect of 
lllltil after the firat of the aonth. )(any of the circu-· 
lara wbioh the7 haTe 41atributed don't go out until the 
aonth-end bank atateaenta, but I think the organiaa­
tiona han acquainted their aeabera wi th the problem an~ 
the tigurea that I gat ahow that the reault h illpro'fing 
each dayin TO!uae. I expeot to aee thea do prett7 well 
in October. 

B.M.JR: iar bonda ha'fa bean doing a little bit 
better, too. 

MR. ECCLES: The whatt 

B.M.JR: i, F, and G bonda. 

liR. DRAPER: Ther are doing better, rou eart 

B.M.JR: lee, particularlJ in the par-roll allot-
aent. That group of theater people han dona 'fll'7 well. 

KR. SZlKCZAI: Winchell dldn' t do eo baci on the 
radio laat Sunda7, he caae right out and--

~ ._ .. 

9 

Regraded Unclassified



- 7-

B.Jl.JR: I clib't hear hla bv.t other• nicl ao. 

liR. SZlliCZAI: Be •• 1hort ancl rl&ht to thl 
po111t. 

B,I(,JR: lell, Sproul, ban JOU got IOU icleut 

liR. SPIOJL: Yea. i1 lllrriner nicl, •• clhcullecl 
th1 thing th11 .ornlDg 1D a prellaina17 aanner, ancl w 
developecl a variet7 of idea1. Jl7 own lclea• tor rai•in& 
tour billion clollan 1D October are about u follow~: 

I think that •• .. nt ve17 heang to the biDk aubt 
with lhort-tera obl1gati0111 i1l Sitpteaber, ancl w clicl it 
in oonhll}llation of coinc to the urket with longer­
tera obligation• in Ooto~eri whioh we hoped would reach 
both the bank• out1icle the arger oitie1 ancl al10 10ae 
non-banking i.nvutaent whl.ch h not 111 terutecl, or, tor 
one rea1on or another, do11 not want to take the long­
tera reghtered two IJlcl a halt percent boncl. 

Therefore, ., own thinking at thh po111t 1a that 
the beat coabination 1br raiainf tour billion clollar1, 
in aclclition to an 111oreue 111 b 111 on the twnt7-
firat - llhlch would bring JOU 1D. an aclcli tloul hunclrecl 
aillion - and in additi on to the roll-over of certit1-
catu at the end of llonlllber - which I think alght ••11 
be increaaed to two billion at that tiae - i1 that JOU 
could put together a two and a quarter percent boncl ana 
either a not1 of five 7ear1 or a fixed aaturit7 boncl of 
t in {ear• plua, to tap JOUI' but available aarket at 
th11 lae; ancl at the .... tiM, brill& 111to u1e fund• 
which han not bean bro~~Pt into u•• b7 the obligation~ 
JOU otterecl 1D recent prececUng aontha. 

1he two IDa a quarter percent b011cl, I thiDt, h thl 
reall7 qu11tionable feature of IUCh a progru, and theft 
I thiDt it h onl7 queatlonable beoauae .. han oreatecl 
in our a1Dcl1 the l clea - and I took part 111 thlt - that 
.. wantecl to bep the bank innataent prof:- within 
the ten-71ar area, anc1 that h about the peroent 
area. Ttlo percent 1a a 11 ttle l eu than ten 7eara. 

I thiDt, ho .. nr, thAt .. han found two thing•: 
That the two ancl a halt regiaterecl bona don not get 

10 
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all of the tuna. ouhide the banltlq ayeta that oan be 
gotten with the high OOupoll bod; ana I, J111tlt, han 
not been able to '" aJl7 way clearl7 that w oan dter 
a two ana a halt percent bond, other thaD thl ldad .. 
a" offering, lillch will get that 110ney wi thollt dllrupt• 
lng Our whole patteJ'Il and dhturbing OUI' aut- rate. 

11 

So I think the nut beat thing 1a a two ana a 
quarter percent wholly-aarketable iond which will get 
that additional non-b&Dkiq 110ney ot those who want 
coupons but 'Mill' t take the registered bona. I aJ.ao 
think that h the thing that will be aoet likely to 
bring into u .. the e:roeaa "'erne whloh nht through­
out the co1111try to the extent ot about two billion 
dollare; thoee haTe not been brought into u1e, to ., 
ailld, at leut, at all rapidly enough, although w han 
aaae aoae prcg"" by our otteriJlC• ot ahort-tera eecuri tiea. 

It ae••• to .. we haTe to increaee the penalty tor 
holding caeh in order to get thoee tllnde into uee. I 
think there ie eoae other juetitication tor it ill that 
the banks which would go tor that would be banks which 
do hold aubetantial aaounte of ti .. or eaTing• depoeite 
ana therefore are not neoeeearily to be re•triotea to 
thie arbitrary ten-year aaturity which .. 11t up in our 
ainda IOU liOn the &gO • 

It you coabiu that acrt of an ottering, a t'MI and 
a quarter bona, wi th a fiTe-year note, or a fiTe yaar, 
plua, tizea aaturity bona, you then womld giTe the 
b&Dka an opportunity to eubaoribe to whloheTer aort ot 
aaturity th•r want. They .,ula not be forced into the 
longer aatur ty it that didn't euit their book. 

It you .did that, I thiDk you could - ana it would 
be .. u - lllke 1t an offering of four billion dollare 
ill total without epecifJing the &IIOUDt you wanted fro• 
each aeourit7, and letting the .. rtet i t•elt deteraille 
how DCh it would take of the longer bond and how ECh 
it woul.d take ot the aborter - the allotunt being baat4 
on the total aubaoription to the whole offering. 

H.X.JR1 You are coming around to that? 
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MR. SPBOUL: Yea. I woul4 alao han the boob 
open for antral da{' to enable ao• work to be done 
on the sale of the wo and a quarter peroent bona 
ouhide the banking a)'ttea. 

I think that, in general, pruente the kind of 
a prograa which, aa of todq, ueu to • to be the 
one aoat llkelT to gin TOll a aucceuflll financing, 
and to lea~e the field clear in No~ .. ber for a re­
opening of the two and a half percent reghtered bond, 
and f or matever 1011 need to go with it to fill out 
rour 111batantial needs in Nonaber. 

I think it would be pre•ture, now, to reopen 
the t110 111d a half per cent reghtere4 bond. That h 
a bon4 which 1a al .. d largel{ at the iuurance 
coap111ies, and a 11 ttle 110re i .. il needed for the 
funds to accumulate there to make that a euocesaful 
offering. 

We atartea out with ei ght hundred and elf~T-two 
ana we went up to a billion 111d two, 111d I th if 
we cOM out now - drottra back to f1 w hundred or 
ee~en hundred and fi aillion - it would not look 
ao good. It would be •ch better to wait until 
Nonlllber with that, ana han a chance of equall.ng or 
exceeding what we did before. 

12 

MR. BELL: Would 70U book up the two md a quarter 
bond wi th the o~er-all total? 

MR. SPROOL: Yu; an offering of four billion. 

MR. BU.L: How could we lean that open? 
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MR. SPIIXJL1 You oould onlf allot on the total. 

KR. BELL: -'nd han to wait UDtil we oloeed 
the booka before aaking an allotaent on &llJ'I Wouldn't 
that be badf 

MR. SPJlOOL: '!hat h right, I don ' .t think IOo 

MR. BELL: -'nd ban that haDg onr the •rtcet a 
week or ten· da71f 

MR. SPIOJL: I wu thinking of fin dqa. 

KR. ROOSE: Bell ia thinking of--

KR. SPBOOL1 I waa thinking if JOU offer four 
billion and clon' t speoif7 t.he •OUDt 7ao. nnt in 
eaoh, JOU etill oOQld oloae on the lhort in a couple 
of da71 and lean the long open. That would not quite 
aeet the aituat1011 I hid in aind, ho .. nr, letting 
thil .. rtcet han a full tlae to deteral.ne what propor­
tiOD it wanted for each iaiUio 

MR. ECCLIS: I han quite a differ.nt Yi ew 011 
the thing thlll Ulan don. 

B.M.JR: '!hat aurprlaea • · (Laughter) 

MR. BCCLl!S 1 It don 'I Yl'bJ? 

13 

B.M.JR: I dCII't know. Don't JOU u.ual17'l (Laughter) 
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IIR. !CCLESz We han dltterenou. We baTe quit. 
a tund•Mntal Olll on tbh one. 

I feel that tbie idea of t~lag eaob .onth to ..,, 
.'lhh h wh.at the IUI'bt ftllh • ana tl'rlD« to be ahltt­
ing and ohallgi.D.g 11 not adrteable. 'l'be· YoluM of till&ll• 
olng to be doue i1 Yel'f great, and there ia a great 
ditterenoe of opillion. We d11CN11ed thh whole thing . 
with CNI' pruidanh, and there wae a nrleq of rt .. • 
ti'CII th ... 

TOll find that th.e b&Dk1 1n one area want Olll tb1D.g 
and thoH 1n &D.Other area w.nt -tbing elM, &lld 10 
forth. So it does Ha to M that the fl'e&IUI'f should 
t.., to follow what ..... to M to be a pattei'D that hal 
been utabllehed. 1hat wae the two-puoent, not lonau 
than t&n-11&1' bond. We han t~tabllehed a enan-nlne 
71&1'i two peroent iuue that h anllable to the banke, 
and lkewiee to the publlo - those that want a ehort 
i1aue. We haTe isaued that now in three different 
quartere. 'lhh would be the fourth quarter. I would 
like to eee ua atlok to. a two peroent iaaue tor bank•• 
'lhe •rket would take it aawell. I don't tbillk there 11 
&Jil juatitioetlon, oertainl3 in the fl'eaiUI'f, tor pa,rin& 
.ore than two peroant to the bank• tor tunde; that it, 
in a Hille, h a aubaid;r; it h a pAlMDt to th• tor 
the oreatlng of the IIOJll1 that h n11dld here. 

'riw b&Dka are going to be elllbled to bv bond• t o 
the ext.nt that the Federal a.""' aa a public boq 

14 

giYu th• tuDde with llhloh to bUT• We oreate thalr 
ruerTel tor th• tb.ro~ open IUI'klt operations and 
tb.roup the redaotlon of the ruerTe r~qulr-nta, eo 
that wa ..,, ... will oreate tor 70u what.nr tlmds are 
lliOIII&I'f to do tiM fill&lloing. • It 1111U to • that to 
pq th• two per...,t h all that h warranted 1n rt .. of 
thit .,.., wr. a.lllllt of the publlo debt that tJ1•7 &1'1 
pi~ to hol • '1'bq will han a Ye1'7 aubetantial e&I'Dlng; 
at l••t it -.:~uld - to "• on that aort of a rate, an 
adequate Olllo 

I 110Ul.d like to 111 the bank• keep within the 
ehort eeouri t111 beoauae the holdlnge of bond• liT bank• 
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are alnt• the 1101t Tolatile. • hne uperiooad 1n 
the put that the7 are the em" that are t1.7ing to 1'1"' 
the Mrklt. nte7 are the aut bofa, the on .. that are 
t1.7ing to get in and out, it 7ou lean an uncontrolled 
-.rbt. 'nle long bolide are the bond• that are wbjeot 
to the fluctuation; and ultiateq it 7ou don't peg the 
~~&rbt at •o• tille in the future, the long bolide would 
han the widest fiuotuatione. If the bulte are loaded 

15 

up with wide-fiuctuaticm boDda, 70U get the gpeatut 
actiTit.r and the job of a .oneta.,. oontrol job beoo.ee 
increulnfq great with the inCIPeaee in the long -.rbt 
bonda tha woUld be held 'b7 the banke. !hat ie a prin­
ciple, it ,, ... to •• that we ought to keep oophant of. 

The queetion of exoeee reeePTee going into a two 
and a quarter bond and not into a two peroant boDd doea 
not u• to ae to be a nlld contention. !he excue 
reeerTee are being held b7 banke pretty generalq 
throughout the countrr becauee their depoeite are going 
up, the7 are rtting new acoounh and expansion of accOUIIta, 
and the7 don' lalow how l ong the7 JMT han them. There 
h a f .. llng tht7 w.nt to han thee• r ......... to ... t a 
ehittlng of depoeita which han b"n growing nrr abnormal.q. 

'nle thing that hae appealed to the banks trca the 
uee of exoese reaenu 1e a ahort IICIIl'ity, and not a 
long "ou.rit7. !hq would be 110re llbb' to put theb• 
ucue rue""• it 7W can illduoa thea l:o do eo at all, 
in 70ur OM-7'&r oartifioatu and in JOIU' bllle. It fW 
are going to ldn IJl1 inorea" whatner in a rate to the 
b&Dkl, I wou.la: nrr moh eooner "' it on the ehort eDd 
of lhe thiD.g, llbere 70u oould gin th• an eighth 110re, 
we will eay, u a -.xima; and that would be •ch 110re 
of an inducement in getting the oo.plete utilisation of 
the exceee ruenu _becauu of the llquldlty that that 
eort of HCIIl'lty would gin thea. 

I would like to ••• the two percent bond offered 
at thh tiu on a quarterq bade. !hat would ooaplete 
your qcle. I would ccmtinue nerr quarter to •ke 
aT&ilable ooae of thoee ee0111'1t1ee. I feel that if 7ou 
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.u.ld offer a two &114 a t~W"tor peroent bollA to bub 
at thil tlae that it would h&Yo thh effoot. 'Jhoro 
Wllllld bo a aubotatlal aollllla of tho two-poroont boa4a 
'b7 thoao b&Dite that did not fool that tho7 'll&lltod to 
1noroaao their holcll.nn or that did DOt ha'fl ozoo11 
ruonu to tako tho &o and a qll&l'ter &114 got tho 
hlgllor rate. It 11 tho higllor rato that the7 ftllt, ud 
thq would lhift, I aa INI'o, fleoe two•o, a oortoin 
ucnmt of th-. Ukowioo, in tho futuro fOU woald th4 
1t .uoh .oro 41tfiaalt to eoll two porOOilt bon4e to tho 
bank• lf fOU had utablllhod a two Ud a q11&l'tor lOIIg 
patton tor thea. You Wllllld flJIIl th• holdlq oft, 
o:rpootlnc to got tho two &114 a CJIW'tor porlllll bow 
in proforonoo to tho two'l• 111 f01l WoUld haYo dODt 
h olapq rabo rov rato atruotul'o tor lluka to a 
q'll&l'tor of ono porOOilt. 

16 

JJow, I don't thillk that 11 Juotlflod. I d011 't ' 
thlllk 1t 11 llOOIII&J'7. 'l'ho 41fforonoo thon, botnon a 
two ud a qll&l'tor poroont bcmd for the ballka &Jill a two 
anc1 a halt pta prottr Q&ll. You go up to the foUl'tou 
01' tlttoOD-{::ZO for two Nl4 a q'll&l'tor, Ud 7011 aro halt 
wq tq tho ntr-rev fOl' the two and a halt. I would 
oq if 7011 aro DOt go!nc to ulntaln thla difforontlal 
that h utablllhod &114 oolllidor non-banldnf ill1'utora 
in 0111 oatoaoq ua fO'Il1' b&Dklnc 11l1'utora n a ooparato 
oatopll'f tlie ballk 11 tho laot llDI of dofonao. TOll 
pro'fido tb• with 11hatoYOr roaol'YOI aro noou~ to do 
1lba t tln&Do1 ng 7011 O&D' t do 011toido. llolr, tb& t 11 wb& t 
fOU do, I would lib to thlllk of tha in this oatogor7 
aa a ••ooD4 ID4 a laot liDo of dofonao, aD4 tho ,.uoral 
pubUo &114 innatOl'o outaldo. 

Jo.r, .. haYO oatablllhod tho two ud a half peroont 
rate for inl'llPIDoo oo.piDloa ud other 1Dit1tutiona, 
lnYutora, and if rou are &Ollla to go to the two and a 
quarter Oil a -.rkot i11uo, I would 117 lot' • Juat klok 
tho part! tlon out &114 put the whole thing on a Mrkot 
baah, Put fOUl' two aild & half' 1, two and & quarter, fOUl' 
t110 11J ID4 whODoYor fOU .ate an offorlng, it ia aado to '"'1'7-
boa,. Don 1 t tr, to oolllldor the b&Dit ill1'utor and the 
non-ballk ill1'0itol'o 

• • 
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Now, I thillk it would be a ahtake at thla tiM 
to do that. I don't think it 1a neoiii&I'J'• I think 
it would be a OJ'Uoial de obion to -.ke now to IIOYI 
frOlll the two • • to 70ur two and a qll&l'ter • •· I would, 
therefore, l'lc-nd atrongq agalnet it. I would 
actrhe that 7ou put out twO' 1 - it h three aontha 
aince 70u put out two'•· The7 will take two'• aa well 
aa two and a quarter, if the7 don't get two and a quarter. 
I would then put along with the two • • a t1 n 7ear note; 
it figune about one and tln-eisj:ltha. '!here haa bean 
1011e thousj:lt 1n rq alnd that 7ou lll.ght, 1t there 1a a 
aubatantial a110unt of lonftera tlmaa that .Ulan talb 
about going into a two an a qll&l'ter percent bond, I 
think we lll.sj:lt consider opening the two and a halt'• 
again, aaking that a coupon boiid instead of the regh­
tered bond, but prohibiting the banks frca taking ~e 
iaaue. Let it be a •rket two and a halt boil.d with 
the banke excluded, if there aee .. to be eoae aversion 
on the part of the investors to taking the registered 
iaaue . . 

That, I think, at thia time would, it there are 
these investment tunde that .Ulan spealca of, take a 
two and a qll&l'ter. That certainlJr would reach those 
lunda outside of the buka it the1 are in substantial 
proportions. 

I would like to consider 1n opening the two percent 
bonds that instead of ahnounci.D.I 70u want a certain 
a110unt for thoae bonds - I th!U 7ou aldlt oonalder that 
it 1a open end, that fOU gin anybodJ what the1 want. 
You open it up; and in.stead of .aldng allot.anta, we 
would undertake on both that bond and note to get what 
ie needed instead of doing it aa .Ulan auggeata on the 
two and a quarter percent bond and the . one and three­
quarter percent, ae I understand Allan had euggeated. 

There ia juat one other point in connection with 
thie that I would like to -ke. It haa been suggested 
that the banks, the -ner banks with saving a depoe!. ta, 
feel that the7 are diaorialnated against because the 
insurance c011paniee, the 1111.tual aavinga banka, and the 
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bu114ing IDd loan ocapulu oan take thia two ID4 a 
half pnoent raghtered boad, wbereu thq h&T4 got tiM 
tunda in thia - 1nt of flmda. !her han to pq 
intnut on those. · 'l'hq are in oa.petiUOD with }lC?Ital 
ta'l'lnga IDd these other 1nat1tuUODa, uc! thq oiD't 
get 110r1 thiD two. 

It the two &Dd a qlW'hr would not 11thfY th1111, 
theJ are atill dhorlainahd agalut 10 that that 
doll not uet that probl•. 1 would aq tha 'fiiiT to 
... t that probl• would be to permit th• to tab, aq, 
up to the hundred thoul&lld a Jl&l' of aeriea G bonda, 
but not to u~eel their ea'l'inga depodte. 

low that would lieet the el-nd of the ..U - a 
lot of theae ..aller b&Dka. It woulel go at least a l011g 
wq to•rde elolng lt, and that h where the 0011pla1nt -
0011111 tl'ca. 'Jbe7 are the 01111 that are pq1ng 0111 uel 
a half and two percent tor aa'l'inga, &Dd at the praaant 
tiae IIIID1 of thaa al'l not lntarutea,_ uel th17 are tr;y­
ing to t .. p ....., troa aaTingiCIDd I uillk that has •­
thing to do 111 th the OUI'l'IDOT hoarcllncl the laot of 
intereat 111 tatlng theae tuDda &Dd P&J ng lntereat on 
thea. !hq I&J that theJ ou•t get enn on the th1ng 
&Dd therefore thq &1'1 p11ttln« ohargu of 't'&l'iou kiDde 
111 to dieeoUl'lge taldng thea beoau11 there 11 not ID 
adequate e&1'111ng - a return on th•· 'Jhq oan•t innat 
th• 111 &llfth1ng but gonraMnta, &lid thq are liJdted 
to the two percent. !110 aD4 a q1W'hr doea not ... t 
that. 

I thillk JOU could I&J that here are ea'l'i.ng• tuDela 
in the11 b&Dta, 1Dd n are going to gin thea two and a 
half, - percentage or 10111 relation to those ea't'ingl 
tunels. low, thr woulel feel theJ were not clleOl'lain&ted 
againeta it JOU n thaa the two &Dd a q1W'tlr, thq 
would atill fee the cllaorlaination. I woulel not go to 
the two and a quarter to JUet that holateel part1oular 
ai tuation which ahoulel be ut if JOU are goi:Jig to Met 
1t - I don't th1Dk 1 t 11 &D extl'-~ anioua 0111. It 
is a factor that all of our pretielenta haTe .. ntioneel aa 
a factor, but that coulel eu1~ be .. t in relation to 

the eaTings deposita. '2ha t ie about liT atol'J 011 the 
picture. 
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B.ll.JRa Bau ana hh group • thh h abo juat 
prtllwlna"7 - re-Dded two bllllon of OM puoent 
clue De~ ~l •u, ana two bllllon of two puoent, 
lfa1' oh 15, • 50-. :;z. 

19 

JIR. ICCLES1 W.ll, i.llatud of the one puoant, n 
ue proposing a fin ~&1' note. I would llb to see the 
bank t1nanc!Dg confined along thh lllle. I aa apeaki.llg 
not onq now, but looltiDg to the .tutUI'e, a two percent 
bond, and about a Olle ana a half to one ana fiTe-eidlth• 
note, then fOUl' certificates and 70U1' bill1. !r,r to 
keep rt down to the Y&'l"f lhort, the one 7"'1'• the tin 
yeu, and the nine 7eu. You abbt fill ~~ but it JOU 
cOilldG. thil other WOl'lted out In one Mntll, JOU do 
one t the nut Mnth, cothell 10 fu u banlt1 an 
oonoel'De 1 aDd 70U do it in such 't'Ol- &I h D&081111'J 
ouhide of what 70u are getting ouhide of the banlts, 
I would lUte to eee the one ruoent blUe - that 11 
pretty clo11 to 70U1' eenn-e ghth1 certifioate, It h 
too close. You will be offering oertifi01te1 poasiblT -
when was itt Mnth before last that the oartitloat .. 
were offered? 

MR. B!Il.l ~t. 

iL IIIRPIIYI rut got throudl this .onth • . 
MR. BILLa I thoupt 70u •ant the snen-eipthl. 

JIR. KIJRPBYz 'Jb&t •• offend in .luguet. 

Jlt. BCCLES1 August was the 1hort one. 

MR. &OOSBI .luguet 6 was the 11nn·ei~the. 

IIR. BELLa 'Jb&t 11 ript. 

IIR. BCCLBSI I would sooner •1 t until nut •nth 
to use the certificate egain, poasiblJ. 

IIR. SZ!lleul; 'lhl• would be a certificate, woulan't 
it? 
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MR. IIURPBI 1 It would be a note. 

IIR. ECCLES: y.,, b_llt 1t 11 eo clan Jle&l' to 1 t, 
a one perce11t DOte and a leTen•el~th• oert1t1o&teJ 
theJ are eztr ... lJ olo1e. 

liR. 1riLLIOS: .You .W.d pa., b)' the t1n•Je&r 
utuJ'itJ range, beo&nH ot the outat&114111g-

20 

MR. BUS: it thh tW. n wgpeted that n han a 
wider range. We put out a t-o. Your fin•ru 110te h 
nrr close, and we ue t&pplllg two 41tteran typ., of 
d~d• there. I dOII't th111k the taot that u-le oloH 
to a oert1fioate .u .. •oh clltfnence. Before we are 
through we ue &Oillg to han plntJ 111 olo .. ,and hea"t'J 
utlll'ft1 ... 

Ill. ECCLES: It that h too oloae, i11etead of the 
tin 7eu note, I would cone icier a 0111 and a halt note 
then, and a fOIII'""JIU range, wb.lch - a tour-Je&r utuJ'ltJ 
at 0111 aJicl a quarter, of cour1e, i• quite a 41tterence 
trca Jour two perc111t boJicl. 

MR. H.US: It JOU an taklll( a two and a quarter, 
well then, I th11lk that fhe-Je&r range would tie a better 
ccablD&tion, but we clicl not tanr golD( out. We agreed 
with JOU that 1hould not go Ollt. 

MR. ICCLES: Well, 10 tu u the abort 11 concerucl, 
I would 110t han uq •troug teelill(. l(r teellll( h on 
golllg Ollt - ather it ie a three or tbe•Jeu, I agr" 
With Qeorge that JOU are plJig to han to &0 1Jito tilat 
oategoq tor lhatenr 70u 111ea to Mke thh up and JOU 
can get wbatenr JOU want in that, beoauH the Feel hee 
Ju•t got to prcrri.de it, thet h all, through g1rtug the 
banks the reeerTea,•o th17 will take wbateTer ie offered. 

B.ll.JR: !Joe JOU througb'l 

MR. ECCLES: Yea. 

B.K.JR: 1flllhut 
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MR. WILLIJIS: '!he Ootober pl'Oblea, aa I 1ee it, 
boill down to the tJpe ot otteriq JOU are goillg to ate 
primariq tor the 'bailk1. I thillk the two and a halt' 1 • 
are out ot the qu ... tlon. We called our MD in, ""'the D1•­
triot co.mittee, about tan ~· ago and questioned th .. 
on their experienoe. !he7 thlnk that it ie a bit too 
earq to go b&olt into that barrelJ 1t h pntt, .. u 
uhaueted. 'lh17 ought to get 1oae tiae tor tlmde to 
aoCIIEllate. 

I would expect the tu notu to do pl'ltt, nll. I 
thlnlt that the utiaatu we han heard are coneerTatin, 
but I would aa- that that h not 10•th1.ug JOU could 
count on other than to 1Dcreue JOUl" worlaug balance. I 
thlnlt aJ11thiDg JOU get abon tin hundred Jiilllon could go 
tor that purpo11. I would taTor golug into thl• tin-rear 
range. 

So I th1JIIt that leane open the quution u to the 
tTPe ot obligation rou would otter the b&Dita. There the7 
are pressing, ot course, tor higher ratee, ana also ther 
are pnuing tor coupon obllgatiou. I doubt the wiedoa of 
rielaing to that pressure, Which exists also in the long so­
called tap haue. I thillk the probl• 1a a general one. 

I belhn it JOU r troa the ten-rear range onr to 
tweln or thirteen tha that ~ rai11 •rin the quutiou 
u to where ther tit into the picture. thinlt with the 
prospect ot eix or HTen billion dollar• haTing to c­
troa aoaewhere this aonth that it h well to aet the 
pathl'D u detiDit1q ae .. cen. I thlnlt it we inject 
what~ be considered ae a D .. el .. ent, whether it 1a 
or not, I thillk 1t ia ~terlal. !he tact that the 
b&Dit1 would regard it ae a n.- el•ent into the picture 
at this tillle would •an n would juat han to aoln the 
probl .. later. So I would be lDclinea to agree with rou 
that the deci1iou now ie a general deoleion which would 
prett,r much set the picture tor 10m1 ttm.. 

The queation h whether we ought to confine the 
banlta to ten rears or go be7ond that up to, •11 t!'O 
and a quarter. I thiDi the proYieion• tor the Danks that 
haTe time deposita and saTing• deposita could be .ade, 
with aoJM apeclal obligation that ne clearq designed 
tor that purpose and recogni&ed bT the trade aa such 
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B.II.JR& Dou 110t that two ud a halt perc.nt tap 
luue pn the arlnga bub- . 

JIR. ECCLES& ~81 ou 't take lt. '!hey u:e excluded, 
7011 aee, the arlnga depoalta ot theae co.aerolal banka. 
Outeide ot the eaaten aMllo&rd there are nq stual enlngs. 
There are about elenn or tnln billions of aTlnga that 
are oarried in the -rclal bank•, ud it 11 that 
partloular lund &ere the quution h railed. 

JIR. BELL: Oar detlni tlon h that U1J bank accept- . 
lng d..and deposita oan't buT theee, ud .aDJ ot tho11 
acoepting deaDd deposita accept MTiDga. We han not 
prorlded tor that co.partMnt. . 

B.II.JR: Tiro percent dou not athf7 thea? 

JIR, ECCLES& Jo. They feel they are discriminated 
against. A lot ot them pq two and pay one and a halt, 
aDd the two percent is not sufficient tor thea to eTen 
want to attract a&Tings, to encourage I&Tinga. 

JIR, BELL: ~ey feel they han the aue kind of 
money the 1111tual sa 'rings han - ud insurance. 

JIR. ECCLES& '1hq do, the building and loan, and 
the,. othlr coneePill; thq are tlmds that they han to 
pq interut on, and thq juet oan' t get a proti.table 
retun at two percent on tlioee tlmde. '!hey are a 
pretty etable fora ot depoeit. 

B.K.JR: Before I opened that up tor th•, I would 
want to consider .that Tll7 oaretull7. 

JIR. ECCLES: Iil opening it up tor thea, I would 
JIOt open it up w1 thout liai t. JCr thO\lSI'Jit would be that 
it 7011 let th.- take the G bonda - that 11, a hundred 
thouaand - up to the IIIOIUlt of their aaTlugs - I !IliaD, 
let the~ t~e the G bonds but not in excus of the 1110\lDt 
ot their aarlnga. That 1a an inetl'UIIent you han 
alreadY got. It 11 a aiaple one. It you let tha 
take the two and a halt tap iaeue, you would permit 
thn to take that lane onl7 i n' rehti on to their 
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et.'finga. for iD.atanoe, Fill .ortpg .. - thare 1a a 
proY111on th&t no bank oan bolcl Fill .ortpgee ill 
axo111 of I1J:t:7 peroent of their aarl.nga fwlcla, b! 
11 in the lt.w. In other worcll, thq were not letting 
bt.Dk• lot.cl up w1 th thoee long-tara 1110rtaar• exoept In 
relt.t1on to the tiM funcle. Jlolr, ., poln 11 th&t 70U 
alght oOJM in in CODDiot1on with the G boncla ancl provide 
that the bankl oould not hold th11e bonda in 1:10111 of, t:;a_ flft;r peroent or •- peroentage of their aa'finga 

•· 1h11e PH1 .ortpgea are going d.cnm. 

ILM.Jih 1ft don't leaue the G. 

JIR. ECCLIS: I •an the two and a half tap leaue. 

B. M.JR: lhlch do 7ou Mt.n? 

JIR. ECCLES: !he two and t. bt.lf t&p 1nue. 'lbere 
are two ft71• You oan either ub tha G bonds t.n1lable, 
but tbt.t 1.a limited to the hundred thouat.ndl or fOU 
oould ll&ke the tap leeue, the two and t. bali tap lane, 
t.nilt.ble, liaiting 1t to a peroentt.ge of their depoa1ta. 
I aet.n, there are the two t.lhrnat1n ft1' of •etinr--

H.K.JR: Do the a1tu&l aaYinga banke b117 the tap? 

MR. BILL: Y11, the7 oan bU7 the tap, too. 

B. K.JRI Bat theee nt.tiont.l banta with tiM d.-nd 
depoalta ot.DBOt? 

JIR. BELLa thq ot.DDOt bu7 the G or the tap. 

B.M. JR: I want to take t. ot.reful look &t that. 
If 7ou open that door, 1t will be t. ht.rd one to oloee. 

MR. ECCLES: You hue got t. uninraal feeling 
praot1ot.ll7 eaong our bank pree1dente. The7 t.ll orought 
lt up, uoept one, and felt 1t ne t. Ttf7 llllportant -
ancl lt would be one -., of aeet1ng tht.t requirement. 
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)Ill. WIU.I.UIS: I haTe juet one 110n obeerntion, 
all4 that 1e the question u to whether the Ootober 
otterlng lnoludee two or a t wo ana a quarter. I tbink 
it len't related to the auooeaa ot the tlll&lloing. I 
thlllk it would go onr e1 ther wq. 

H.M. JR: S., that again, will 7ou, Mr. Wllllau? 

MR. 'III.LI.UIS: the question u to -.hether tha 
Ootober tillancing includes a two 01' a two ana tl,~;:rter 
ie not related to the eucoese ot it because I it 
will go onr one wq or the other. 

MR. SPROUL: I d011't agree with that. I think it 
ia t.portant -.here JOU get the funds troa, it JOU get 
tha .l'roa the lllU old places. I don't agree that the 
two ana a quarter wouldn't be attraotiYe both to aoae 
110n-ballka -.ho ftllt a tullJ' marketable seouri tJ - ana that 
it will not be attractin to thue ballka with tille ana 
eadnga deposita -.hich would be getting aleo a tullJ' 
urketable obligation with only one quarter coupon1 so 
theJ would not be diacrilliutea against. they woUJ.d be 
getting an adequate coupon tor their needs ana a tullJ 
urkttable one. 

H.M. JR: Draper? 

JIR. IIW'ER: I &a in tnor ot the two-percent bond 
ana a 110te. I waa thinking origiullJ' ot a note of 
about tin Je&ra, but now in Yiew of -.hat George aqa, 
it eeaa to • it ought to be ehorter aaturitJ than · 
that. 

H.M.JR: lhat bond were JOU thlllking of? 

MR. DIW'ER: 'tiro peroent bond. that oul!:ht to 
br~ the be.do aaount of IIOUJ that JOU dea!re, 'llhlch 
I eratana 1• about tour billion•; ana in addition to 
that there woula, ot oourae, be theae other inatruaent•, 
the tu notes ana poseiblJ pushing up ot billa, although 
that ie queationable. 

-
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H.K. JR: SslJacsak? 

KR. SZlliCZAI: Well, I would tiret llake a atrenuoue 
effort to put dfnamite under George to get the Vlotor.r 
Fund Coamitteea to really sell thiee tax notes and aee 
if we oan't get about a billion dollar•, if possible, 
during Ootober. I think you will oou prett, close to 
getting that &11101Ult in the month of Ootober with the 
rif}lt kind of a 01111paign, and then increaae the bill• 
on the 21st and issue a fiTe-year note, one and fiTe-
eighthe, and a two-year 'bond. 

liR. BELL: You aean a two-percent bond. 

KR. SZlliCZ.AI: bt h what I .. an. lnntuall7 
you f11AY han to go into a two and a quarter, but I 
think the longer that ie postponed, the better. 

H.Jl.JR: Rouse? 

liR. ROOSE: Kr. ~roul has expressed pretty 1111ch 
the Tiewe that I endorse. I would like to add to that 
that I think the .arket ataoephere in an offer ing of thie 
1i11 haa acme impor tance. !he market ie tired, as far 
as the two-percent bonds are concerned. Marriner said 
that if they were offered this aonth, t o put them on a 
quarterlf ba1i1. I don' t feel there is &nJ need for those 
belq oa a quarterlf. I think aa far aa arket ataoaphere 
ad t- aurroundlng an offering of the !reaaury that 
1011 han t •ch better reception with the two and a quarter 

I
ercent band than with the two percent bond. I feel, 
uet ae .Mr. 'lilliau doee, that aa far •• getting the aoney 
1 concerned, you will hue an adequate eu'&eoription with 

the two-percent bond, bu~ I thiD.k the addi tlonal at1110ephere 
that would go with the two and a quarter would be worth 
while f r <ll the 'l'i'eaaury 'ltandpoint. 

H.K.JR: Piser? 

KR. PISER: I af'ee with the pointe that the chair­
man has railed, and thiD.k the beet type of offering 
now would be a two-percent bond along nth a one and a 
halt per cent, four-year note • 
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B.ll.JRa Ooldamreher! 

'KR. OOLDBNIEISEih lflo. S.orat&r7, in pneral I 
think that it 11 a good idea to tl'7 lo get awar flooa 
the registered bonda and haYa all of the bonde be coupon 
bonda1 b-oauae that .... , to be a real obatacle iD sell­
ing th• to a lot of people. I would couple th&t with 
putting a Hili t on the UOUDt of interaat that JOU t.H 
Willing to pq on bonds that 7ou nll to the biDka, ao 
that I would .U:e bonda of QTthln« abon two peroent 
1Delig1ble tor bank purchue, w1 th the po11ible e:r:oeptiCil 
ot a .certaln proportion for e&YiDge dapoait. I think 
two percent h hii!Jl enough - and prcbabq too high - for 
11hat ,ou pq the ~. on tunda that are oreated tor 
th• b7 the S,at ... 

So in general, I aa in ta.or of a ai~lificatlon, and 
I aa in tnor ot 'lll&king aaoh to aa wide a public u 
poaalble and only lill1t- with th&t one lial.t aa to the 
banka nqt buTlng ~new inuu of IJI¥thing abon, aq, 
two percent. 

It I ~ add · juat one other thing, I think 7011 
would probabl7 be able to utilise 70ur bank tunda out­
aide of the aone7 center• better if 7ou would begin to 
iasue eoaaa ahort certificate•. '!boea bank• find it 
difficult to bid, and the7 don't lib billa. !he7 
dOD' t lib the dieCOUII.t procedure. !he7 do lib oovpona 
and ,ou ODI!Jlt to gin th• ahort certltloatea for theil" 
liquid tu.nae, ahorter than UIT that JOU han nmr. 

I han t~t thoea g~~neral p111Dciplea cinr, and 
aa prett, det1ni£e in what I thl.D.k abed th• aa to 
11hi0h woUld fit the .arket aituation. 

Right now I hann • t Ill¥ dafiDl te opinion, but the 
two-percent bond would be in batter accord with what I 
oonelder the general pollq than the two and a quarter. 

B.K.JR: Yea, air. Dan? 

KR. BBLL: Ifothlng. 

B.ll.JR: Could we do thht Tod&T h 'llhat, 'l'uudq, 

im't it? 
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IIR. BELL: Yea. 

H.K.JRr Couldn't -,be our reapeothe atatfa 
... t and talk 1 t onr toliiDl"l"Oir'l 

IIR. ECCLES: . AJJT ar~t JOU w.nt to aake -
•• will be at ;yolll' aemoe. 

H.M. JR: '!he)' aight go onr and ••• fOUl" fellc,.,. 
tOIIOl"l"Oiro 

2( 

IIR. ECCLES: Ban th• ooae oTer and han lUJloh. 

H.K.JR: hd then Mfbe at thr .. o' olooll: 'Jhuredq 
e.tternoon •• oould get together e.gain. H01r would th&t 
be? 

IIR. ECCLES: It would be fine with •· Allan e.nd 
.u--

IIR. SPROOL: It ia a board .. eting. 

H.M. JR: How e. bout Friclq aornlng'l 

IIR. SPBOOL: 'Jhe.t would be better. 

IIR. WIU.llJ(S: Ye~. 

liR. DIW'IR: Wb& t tiae, Mr. Se ore t&J7'l 

H.II.JR: I -• Just thtnk1 ::f - ten or elenn -
what tiae would rou prefer? 'tVo d ;you like to ••t 
before ;you oo.e oTer'l 

IIR. ICCI.ES: Yea. It ia the onl.T chance we han, 
.Ulan bel'ng in Jew York and .U 1n Phile.delphia. 

B.II.JR: Ia ten o'olook ill right? 

IIR. Eca.ES: Yea. 

H.II.JR: On Fl'iclq'l 

.. 
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IIR. JCCI ESt lPiclq .oralq. 

IIR. SZ'DICZAit lhat tiM ta.orr~. Duat 

IIR. BBLLt At ;rvar OCIITeDiaoe. 

IIR. SZDICZAl t llmola t 

IIR. SI'ROOLt 1hat dtq h l?iclqt 

R.JI.:Rz hiclq h the MOODd. 

liR. ICCLISt What ti.. would Tfll1 llb to -
onr to.n~, Dat ec.. onr aDd ban lU11ola ud 
... t a litt le while, or oo.e oTer before &Dd ·~ tor 
l U11oh. CoM OTil' at elena o'olock, Met for aa hOIU', 
aad thea han lU11oh; or if 7011 want loager thaD aa 
hour--

IIR. BILL: Let'• .U:e it elena-thirty. • oaa•t 
get etarted oa tiae. 

28 

IIR. SZDlCUXt Dan, ban rw bea ginug au;r .ore 
thou&bt to Hl.li.Jut billa, aot 111 biddiug, but attn the 
Jaat aooeptecl biclnaa beea aooeptedt 

R.Lllh Coalcl I ng .. t that 7011 take that up 
ta.on~t 

IIR. RaiSit 1hat h 7f1l1l' ti.. uhedale for the 
of fer lug? 

R.JI. JR: We want to otter it on the ei&bth llDil 
Dinth. 

IIR. ROOSI: 'lbt h Dmraclq aad Friclq. 

B.JI.JR: the .,l"'liu of the ei&bth - I think that ee•• t o work prett, .. u. 
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MR. ICCLIS: It does not gin too moh tiM, 
do .. it? 

JIR, BEIJ.: It 11 all thll Wllk and three clqs 
next waelt. . 

IIR. ICCLIS: Well, 1t h all right. 

29 

liR. ROUSE: Fro• the standpolat of the boob belag 
open rou had 1n alad-

B.K.JR: On that; 1t 7ou want to lean 1t open a 
week - I just ..ant it would be announced the aornlng 
of the eighth. 

liR. BELL: 1ft Olll apllt 1t so the pa,..nt elate 
will oOM later 1n the aonth like we dia on the last 
one. 

B.K.JR: 1hat 1a -au. SOM .., want to lean it 
open two weeks, I don't know. . 

llll. IOCLES: Frca the. standpoint of looking at 
the reael"Ye pioture in lew York, there has been 10111 
cllsouaaion with reference to that. queation and llkawlae 
to the open-Ml'bt orratlon. I •an, we need to han 
a llttle tiM to aor of prepare for otferlnga of thla 
a he. 

KR. BELL: Baa rour reael"Ye poal tlon - beck now? 

B.K.JR: Ia that too quick? 

JIR. ECCLES: Bo, I don't think eo, I think that 
that 11 all right. 

liR. ROUSE: It will go clown aharpl7, Dan, if we 
take no aotion with reapeot to open-.arket operation•. 

B.K. JR: 2hank 70U Tl1'7 11\lCh. 
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Ballo. 

Bapte•bar 29, 19~2 
12:20 P·•· 

Mr. XoKutt ia in Baltiaora until about riTe thia 
eTaning. 

Can I talk to hie aeoretarJt 

Yea, uh huh. 

Bello. 

Go ahead. 

Ballo. 

Bello, Mr. SeeratarJ. 

Who ia th1a, pleaaet 

30 

Th1e ia M1aa B1ggina, Qoyernor XoNutt'e eeoretarJ. 

Well, Miae B1ggina, haTe JOU got a peno1lt 

Iee, indeed. 

Oh, three or tour aontha ago the President sort 
ot appointed an intoraal oo .. ittee ot vh1eh he 
aada •• ohairaan on the queet1on ot vh1oh and hov 
go•ernaent e~loJaea ahould be treated ae to 
eza~t1ona, JOU aeet •••• 

Yea. 

••• • tro• the SerT1oe. 

Yea. 

We ' •• had a o.ouple ot aeet1nga, and I'•e aalted the 
Arm1 and Navy and General BerehaJ it theJ'd ooae 
toaorrov aorning to m1 ottioe intoraallJ at nine 
o 1 oloolt, beoauae I vented to tal~ about the draft­
ing ot aen oYer tort1 - hellot 

Yea, air, Mr. SeeretarJ, I'• on. 
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And - beoauee I wae ama~ed to find out bow high 
the proportion it or •en over tortr. And I 
wondered it Mr. MoNutt would oare to drop in. 

Wel l, I'll bring it t o bit attention. He ' • in 
Baltimore todaJ and will r eturn late tb1e after­
noon. Be'•···· 

Wall •••• 

• • .• b$ 1 t on the 8ill tor two bearing• in the morni~g ••• • 

Yeah. 

•••• but it mar be that be oould drop in before bt 
goes to t he Hill. 

Well, we etart YerJ punotuallJ. It1 e purelJ on an 
1ntoraal - an int oraat1Ye bae1t tor ••· 

At nine o 1 oloalt. 

Yee. 

In :your ottioet 

Yee. 

All right, Mr. 8eoretarJ. 

'lhanlt J OU. 

You 1 re welooma. 
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HMJrt Bello. 

Ool.r4VIIra 
Greenbauat HenrJt 

IIJ(Jrl In pereon. 

8epteaber 29, 1942 
2112 p.a. 

G: In pereon, in the tleeh. You aaked Juage 
Pattereon tor the tiret naae ot that gentleaan 
troa the State Departaentt 

HMJrt !hie Robert Danielt 

O; Robert V. 

HY.Jr: Robert v.t 

G: Yeah. 

IIXJr: Mo, it'a 1 D.•, ian't itt 

32 

0: Well, I got it- well , I gueee it mar be, beoauee 
I got it over the phone. I thought 'Robert v.• 
but •o.• eounda like •v.• aarbe. 

HliJr: . Yeah. 

0: Well, then rou know about biat 

HMJrt 

0: 

G; 

RXJr: 

0; 

Yeah, novae long ae I • ••• 

Be' • here nov. 

Wberet In r our ottioet 

lo, 1n Waabington. 

Yeah, did rou- let ae Ju~t tell rou a little 
bit about hia, hubt 

'hah. 

Let ae Juat aee what it aa71. Well, 1n the Mev 
York Tiaee ot Septeaber 6 it ie etated that 
•Xurpnr eootted at hie report - at the report 
that Oaet on Benri-Ra7t ie pro-lat1 . Be praieed 
Benri-Ra7e waNl7, and eta ted that he 1a the beet 
aan tor the poeit1on. 1 
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Who ie the one wnoee quote tbie iet 

J'roa the lew York !ia... It'• quoting~. 
Yeah. 

Beet 

lo, I 1a eorr,r. Who - be eaid who wee the beet 
aan tor a poeitiont 

3J 

Well - in the lew Yorlr. !iaee of 8epteaber 6 H 1a 
etated that KurpbJ eootfed at the report that 
Benri-l!qe 11 pro-la&i. Be prahed Benri-J!qe 
waraly and etated that he ie the beet aan tor 
the poeit1on - Benri-l!qe. Bellot 

Yee. 

Then in an article in lew Yorlr. - euppoeing I eend 
thh over to 7out 

Yee, I thinlr. it would be helpful. 

I'll send it over to JOU, but I don't want it to 
beooae a part of the official War Departaent. 

I'll eee that it doeen't. 

Do JOU eeet 

Yea. 

It givee hie 'llbole hiatOI'J troa the tiae be -e 
graduated. I pereonallJ tbinlr. he'• a terrible 
eeleotion. 

Yeah. 

Our bo7e thinlr. he'•- h•'•- be'• the fellow 
tbat 1 e aade all of the•• reporte to send all th1• 
etutf to North Atrioa - and all of this appeaee­
aent etuff to North Atrioa, Eddie. 

Yeah, I hear. !bat'• bad. 

I aean- 7ou can aelr. either- P•ble Jr.nowe all about 
bia. Bernatein lr.nowe all about bia. 
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Yeah. 

Tbe7 think he ' • Juet about the ~oret eelect1cn po1-
e1ble. 

Hlllllll. 

Now I sent a man' • name oYer t o - to Pattereon ••• • 

I ' n got that. 

•••• end he 11 - he 1 1 tope. 

Well , 1a he on ac t.1•e dut7 in the M&YJ nowt 

Yeah. 

That'• what I ga thered rroa th1e l etter r ou wrote. 

Yeah, and he could Juat run oirclea around a rellcw 
like llurphr. 

Hm111.111. 

Murphy baa no t raining rcr th1e. You ' l l sse that. 
He ' • Juet one- r ou 1re piok1ng one or the group out 
or the State Departaent or the der1n1te r r ench­
Vich7 appeaeere, a nd I want r ou t c know that. 

I eee. 

Nyw 1t that 1 a What r ou want, oka;J. The aan that 
I •e recoaaended ie aiapl7 a •err, h1~-claea 
techn.loian. He vaa Barrr llh.1 te • rigb~hand 11&11 1 
and vben Barr7 llb.1 te wae aW17 he acted ror bia, 
and Barrr ' • •err enthue1aet1c. He etood •err wall 
at Cornell, th11 aan did. 

Well, it'• a good-looking record that he baa here. 
He eeeal rather rouns, that wae the onl7 thing, 
th1rtr-r1Ye. 

Well , he ' a ver7, verr able, and a verr nice peraon­
alitr, •err eaer to get along with. 

8JIIJUI. 
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And he ooul.d Juat run o1rol .. around a teUow 
lUte llul'PhT. And hh heart h in \he right 
plaoe about w1nn1JI& the nr, whioh I think h 
terribl7 important. 

Well, I 1ll report that to the Judge. 

Yeah, I mean, it he - it he vented - the bo7e 
told me what he aa1d the other da7 when tht7 
were o'l'er there, O.eton and the othera, how he 
telt about the State Depert•ent. Well, it he 
wante to piolr. the Cl1'1' tden appeaeer aet, a 
repreaentati•e ot that group out ot the State 
Depart•ent, he p1olr.ed a ewel l repreaentati'l'e. 

I'll t ell \he Judge that. Can 7ou a end th1a 
o•er b7 me•••ns•rt 

It'll be there wi\l:lin the hour. 

Olr.a7, ewell. 

How 1e thatt 

Tb.e t 1 e aeM"ioe. 

35 

But I don't - but th1a 1a not tor the War Depart­
ment t1lea. · 

Jo, I underetand that . 

And, 1441et 

Yea, air. 

Aa 70u go into th1a thing, I'd be ney ourioue to 
Jr.now who aold thia tellow llurph7 to the War 
Department. 

Yeah. 

I'd l ilr.e to - I mean, it the Judge would oare to 
tell ••· 
All right , I'll tell him that , and we'll be 1n 
touoh w1\l:l 7ou on th1a. 

Attabo7! 

0 lr.a7 • \l:lanlr. •• 
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Septeaber 2'), 1942 
2128 p.a. 

HMJr; Hello. 

Oper8tOrl General SoaerYell. 

HMJr; Bell9. 

Operator: Go ahead. 

HXJr; Bello, Generalt 

General 
So11eMell: Yee, eir. 

HXJr: Xorgenthau epeaklng, 

Sl Yea, air. 

KNJr: I tbought JOU might like to know that the two­
car trip I aade laet week I thought wae Yei'J 
wortbwh1le. 

s: Well, I aa glad to hear that. 

S: 

KNJr; 

S: 

KNJr; 

S: 

HXJr; 

S; 

HMJr: 

And I thought - I waa Tei'J well 1apreeeed with 
General Groninger, ie that the wq ;rou pZ09DOUft01 
h11 naaet 

That' e right. 

And the wq he wae running tbe Port. 

Well, I 1a TII'J glad t o haTI J Our TiiWI on it. 

I ...• 

You got a good ohanoe to look the thing oTer 
prett7 oospletelJ, 41d 7out 

Yee, I went - I ooTered a lot ot ground. 

Well, that ' • tine. 

I ran right up againet 7our trouble• with these 
Tarioue authorit111 oTer eb1ppina. 

36 
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Sl 

HMJr: 

s: 
HMJr: 

S: 

HMJr: 

S: 

lll!Jr: 

HMJr: 

S: 

HMJr: 

S: 

RMJr: 

S: 

IDIJr: 

S: 

- 2 -

Ob- I d1dn''·· ·· 

And •••. 

•••• real1&e tbe7 were eo 1aportant an7 aore. 

Vall, the General and I boarded a RaYJ 'raneport, 
and tbe oon41 U one were eo til tb1 tbet I rahed 
bell all along tbe l1ne about 1t. 

I ue. 

Anct •••• 

Well, tbelllt JOU. (Laucbt) 

••• • and- I aean, I reported that n1gbt 1' • ••n't 
t1 t tor a buaan being to go on board. 

1111 bub. 

And I've aleo, 7ou1ll be 1ntereeted to know, told 
Acting Seoretar.y ot the laYJ that l can't uoaer­
etand vhf tbe7 won't let tbe Ar., 1nepeot tbeee 
Nav7 traneporte. 

Ub bub. 

3( 

You - J OU - I'• eure - I su••• J OU know about that. 

Yee, 7ee, I 4o. I Juet got 1n, Mr. Secretary. 
I've been out to St. Lou1e. 

I - I baerd JOU were out there caking a apeecb 
before tbe .. eone,_I )>el1tn. -tlntortunatelJ. 

Well, I Just thought JOU1d l1.ke to know, and eoae­
t1ae 1t JOU ever have t18~wh7, I'd like to see JOU. 

Yea, eir. Well, I'd be glad to. Are there an7 
epeo1tio tbinge JOU tb1Dit that • .•• 

lo • 

• • • • I ought to be doing ae a ~eeult ot 7our inepeo­
tiont 
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IOIJr 1 llo, I wa • treaendouel:r 1llpr .. aed the wa:r the thine 
ie running. 

s: Well, I 'a delighted to bear u .. 
HMJr& Treaendouel:r iapreeeed - and I - no, I - I have 

nothing but pra111. 

s: 'tf ell, th.anlt :rou ••1"7 auob. 

HMJr1 I thought :rou'd • ••• 

s: I oan etand a little ot that. 

HMJr: Vell, I thought :rou1d l ike to know that. 

s: .Ul right, eir. 

IIMJr: Goodb:re . 

S: I certa1nl7 appreciate :rour calling. 

HMJr& Goodb;re. 
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Septe.mber 29, 1942 
3:50 p.a . 

RE: PLATE PRINTING (Bureau of Engrning and Printing) 

Present: llr. Thompson 
llr. A. 1'. Hall 
Kr. William Green 
llr. Frank Coleman 
llr. Jamea llowatt 
l.!r. Lee Kistler 
llr. Frank lfeehan 

H.ll. JR: I had a suspicion of what it was about, so 
1 asked Kr. Hall to come over., and llr. Thompson ia 1113 
Administrative Assistant who is supposed to look after 
these things. 

You will have to start from the bottom because we 
have had so little trouble over at the Bureau of Engraving. 
That is one place I have alWSfB felt I could forget about. 
I could call them up and sq, Give me another million 
bonds,• and they would do it tomorrow, so I have never 
had to worry about it. 

11&. GREEN: These boys repreaent one of the finest 
groups of workinf people, I think, anywhere in the _country, 
and they are mak ng a tine record in the purchase of bonds, 
and I think they have tun as high aa fourteen percent 
for each individual. lhat i s 1113 - of course, they can 
tell more about it in detail , but that is what they have 
advised me. They asked • • it I could arrange for t hem 
to meet with you for the purnoae of telling a story, 
which interested • very 1111ch, in a simple wq and in 
simple language without the feeling of reorlainations or 
en'f)' in IJJ1 wq, shape, or fora. So J will just let h1a 
tell the story. 

liR. COLEWAN: )lr . Seoret1117, aa you say, beginnillJ 
from the beginning, the Plate Printers Union is not only 
a labor union, but it ia an institution. For over fifty 

.... 
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yeara the Plate Printer• Union has been in exiatence, 
and it atarted in the garret of the Treuuey Department 
a&n1 years ago when the Bureau of Engravinf and Print­
ing was a part of the 'lhaaur1 Deparbaent n this build­
ing. 

H.M.JR: You mean for the whole country, or just 
for--

4J 

liR. COLEILAW: Yes, the Bureau of ~ning and Print-
ing waa a part - waa in this; then when thef went over .•. 
there in the old building, it grew up; and through that 
the Plate Printers Union baa always been a part of the 
Bureau of Engraving and Printing back - ~ connections 
are back to nineteen hundred, For the last twenty-five 
years I have been their representative on the outside 
and Kr. Green' s representative here in Washington. For 
all that time the Plate Printers Union has been looked 
upon by the officials over there as one of the atandbrs 
in everything that was done. They were called in during 
the last war, The officials of the organization were 
called in b7 the director and officials and asked to 
cooperate to see that eveeything was running noothlr, that 
the men were secured, and even assistants were secured, 
'!hat was done. 

We sent men throughout the country to locate plate 
printers and bring them to Washington. it that time the 
d1reotor, Mr. lilieth, asked me to go out and even get 
assistants, under Exeoutive order then issued by the 
President. We cooperated all through that war; and even 
when the trouble came there in the so-called bond dup­
licating - which we thought was a great tragedf - the 
Plate Printers Union was requested by Kr. Kellon, the 
Secretary of the Treasury, to cooperate in clearing up 
that situation. I worked here with Vr. Dewey and llr. 
Shuneman }(r . EYana . I think llr. Thompson oan remember 
veey weli, because I worked with him, and I worked there. 

H.li. JR: Unleaa you han worked in the 'l'reasuey for 
at least twenty-five rears, you are just a newcomer, you 
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don 't count - 1 mean, after you have been here twenty­
five years they accept you. 

4b 

WR. COLElWh Kine h forty- two. So in all that 
tiae representing the Plate Printers Union, we gave everT 
thing we had in all of these aituat iona. !fter we had 
a discharge there, it was the Plate Printera Union which 
insti tuted a rotating fur lough system in cooperation with 
the officials - Kr. Thompson was one of them - by which we 
worked out a plan that would take care of them. ihat waa 
l ater adopted by the country, as Mr. Green well knows, in 
a great many places . It was worked out through Yr. Gompers, 
who was President of the American federation of Labor. 

Since that time we have continually cooperated in 
every instance in everr drive that was ever made, the 
Red Cross, the Community Chest; and in these bonds, as 
Mr. Green stated, our fellows are now averaging, I think, 
fourteen percent. In every question - on the Russian 
relief- 1 don't know just exactly, but the men gave from 
one to five dollars. !n the Civilian Defense for the 
District of Columbia, which was a donation by the labor 
movement to washington, our fell owa gave ten dollara each, 
or a total of five thousand, four hundred dollars. 

So when we saw this war coming on, we thought that 
we, as usual, would be requested to cooperate, that our 
organization would be recognized for what it was. That 
was not requested, nor waa it solicited, nor was it 
appreciated. ~e were very much surprised. 

For all the t i me that Mr. Hall has been the director, 
there haa been a verr fine apirit in the Bureau of Engrav­
ing and Printing unhl the entrance in the Bureau of En­
graving and Printing of Kr . Slattery as an aaaistant 
director. From that time - these boys meet wi th me fre ­
quently - our office is in the Washington Loan and Trust 
Company - there waa a spirit of hoatili ty displayed ton rd 
our union which we coula not understand, and cannot under­
stand today. Our efforts and our offers of cooperation 
were met with ridicule, and each time they called there 
they were practically insulted. 

There has been instituted in the Bureau of Engrav­
ing and Printing what I would term an effort to 
disrupt the Plate Printers Union, brought about by 

• • • 
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conditions that were imposed upon the men and conditiont 
not only that were imposed upon them, but they were told 
that they would have to take it and like it. 'lhat all 
brought up - until reoentl1 there was a demand for 
plate printers. Our organization, without solicitation 
or without an, request, has made requests of the printers 
throughout the country to make application for a position 
in the Bureau of Engraving and Printing because it was a 
patriotic dut,r. We knew they would need them, and we 
at our own expense have gone to these different cities 
and asked men to come to Washington to work here. 

'lhat was cooperation, as I say, without 801 request 
or without 801 cooperation on the part of the officials 
ot the Bureau. We perhaps were out of order. Perhape 
it was none of our business, as it was intimated, but 
yet we thought it was a duty and we performed that duty. 
I would say that nine-tenths of the men who have been 
employed in the Bureau of Engraving and Printing in 
recent years have been solicited through efforts of the 
Plate Printers' Union. 

KR. HALL: YA1 I interrupt Frank? that solicitation 
was made at 11l1 request by the Phte Printers' Committee 
and they brought the list to me and we wrote to the men. 

KR. COLEW.N: 'ftley brought you the names, but you 
didn't solicit them. 

KR. HALL: Yes, I did. 

KR. COLEMAN: We brought you the na~ 
KR. HALL: I asked the Comml ttee to write me any 

name except the American Bank Note Company Printers. 
Didn't I do that, llr. llowatt? 

KR. KOWATT: that is true. You asked for the list, 
but we went out and oom~iled the l i st. That is what 
llr. Coleman is-- · 

MR. HALL: That is right. I asked you to get it. 

• • • 
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MR. COLEIUN: But the Buree.u did not try to get 
the men. 

MR. HAIJ.: No, we asked the Plate Printers to get 
them. 

JlR. COLEl!AN: '!hat &11 came down to recently when 
certain men were brought into the Bureau of Engraving 
and Printing, who were not plate printers - who have 
no semblance of plate printers, and our men were told 
that they would have to teach these men plate printing. 

4d 

They were - they didn' t like the idea . They were 
piece-rate workers and these men were not plate printers. 
When our men refused to teach them over-night a so-c&l.led 
•training r oom" was set up, and one of these men was 
taken to that training room and !:ft there six days; 
and Mr. Slattery informed our co ttee that they were 
going to teach these men plate printing whether they 
were plate printers or not, and he also made the state­
ment to them that he would even bring people in off the 
street. 

MR. GREEN: Did that interfere with your apprentice 
system? 

MR. COI..RiiAN: Certainly. 

MR. GREEN: How long have you had an apprentice 
system? 

MR. COLEMAN: Ever since the orgsnization was 
instituted, 

MR. GRBBN: J.nd the plate printer learns his trade 
through an apprenticeehip? 

MR. COLEWJI: Absolutely - four years. 

MR •. GREEN: That 1a very fundamental . 

MR. COLEliAN: I received mine for four years in 
the Bureau of Printing and Engraving. 

• • • 
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H.M.JR: Let me ask you this. I know Yery little 
about this because I h&Ye had no trouble. You remember 
the fir st thing I did when I was Secretary, I got three \ 
hundred and some odd thousand dollara to P&T a differen-
tial for night work. 

VR. COLEIUN: Yes , we appreciated that. 

H.W.JR: You remember that? 

VR. OOLEIUN: Yes, I do. 

H.M.JR: That bad neYer been done before. 

VR. OOLEIUH : llo, and that is just exactly whf we 
come to you, Wr. Secretary, because you haYe been very 
fin e in all of your dealings with us. We hue kept 
thia - I would say that the press has solicited infor­
mation - we have refused to giYe anything; we have kept 
this away from eYerybody until we took i t to Yr. Green 
and we talked it over with him. 

H.M.JR: Well, I only had a minute or two before­
hand with Mr. Hall, so I have not heard his aide of 
the atory. What it gets down to is this: We need more 
plate printers. It that right? 

VR. HiLL: That is correct. 

VR. }(()'.U TT: That il right. 

H.M.JR: Can the Onion furnish those, that is the 
whole story. 

VR. COLDUN: Yea. 

MR. GREEN: That is i t, They claim t r~re is an 
attack being made on their apprenticeship system. The 
ayste111 ia to them like religion is to those who join 
the church, and when you at t ack that--

H.V.JR: Or like silYer is to Pat McCarran. 
(Laughter ) 

• • • 
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MR. GREEN: So the1 UJ thtJ are taking the at 
fellows and training them in a room, and it i a--

H.M.JR: Well, now, the thing bolla down, gentle­
men, to t hia. We have got to print the bonda; we have 
got to print the mone1; and JOU need more men, , don't 
JOU'? 

MR. HALL: Yes, air. 

H.M. JR: How many aore men do JOU need right now? 

MR. HALL: Sixt1 men. 

H.M.JR: SiJ:cy? 

MR. IU.LL: At least. 

MR. MOWATT: I might say we are compiling a list 
every da1 of plate printers for this job, but the main 
purpose of coming up here is the faot that thia train­
ing room has been established to make plate printera 
out of men that we have proven are not plate pr intera, 
that have never served a trade and know nothing about 
it. 1here have been instancea of six men, I think, 
that have been let out of the Bureau becauae they have 
not turned out to be plate printera. Yet they tiled 
applications and were certified b7 the Civi l ~erTice 
Commiaaicn, and the asaiatant director told ua that 
any man th9t was certified b7 the Civil ~ervice, re­
gardless of whether he is a plate printer or not, would 
be taught plate printing in this training syat em. 

MR. HALL: That ia not correct. I have to oppose 
that statement . That ia not a correct statement. The 
purpose of that training room ia to teaph a man to 
operate our type of printing presses. lhat ia all. 
WI are no t teaching any man the trade. he muat be a 
plate printer when he comea there . If he is not a 
plate printer we will not teach him bow to operate tbe 
preaaea. 

• • • 
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H.K.JR: Let me just aak one other queetion. 
This apprenti ceship which rou men have, I mean, bow 
msnr men han rou W.l'Jled out in the last ten r eue? 

KR. COLEKAN: There baa been thirtr·five, I 
think, tha t have finished their ti.me. 

llR. HALL: · Aroun~ that figure . 

}ffi. COLEIUN: !here are thirtr-fi ve more now in 

51 

the course of t hei r appreatict~hip. .•. 

liR. HALL: .a great JUD1 were taken int o the "1'11,1. 

H.g.JR: Thirt7-five in the l ast ten rears? 

llR. COT RVA!f : That is all becauaa of the f act that 
the re was no call for plate print ers. Plate printers 
had sort of died off, and there was no call for thea. 

H.M.JR: Now we need aixtr; now, what can rou 
gentlemen do ? 

llR. OOLEIUN: I t hink we can find aixtr aen. 

H.K.JR: How aoon? 

KR. ID Ullllf: I would ear·· 

liR. GREEII: Trained men? 

B.K.JR: we can' t wait ; that is the point. 

KR. OOLFlLUI: Within, sar, the next thirtT daJ• • 

H.K. JR: Wba t do you ny, Hall? 

KR. BiLL: I would be ve!')' glad to get thea. They 
have been promising to get plate printer• for a rear. 
-• have taken all we can get. 

KR. GREEK: Heve JOU requested the aen to furnish 
thea and they have failed? 

Regraded Unclassified



- 9 -

MR. HlLL: They occasionally send a ncae in; we 
send for thea. 

MR. GREm : Han ;you fellows t &iled '? 

MR. MOWATT: I might aa;y we have been requested 
for names and they have turned them in and these same 
men have gone over to the personnel office and applied 
for a job, and the personnel officer over there told 
them tney were not 'hiring plate printera. 

Kiss Becla~Ter has told that to a nUlllber- -

52 

KR. HJLL: That can't be a stateaent of t act. 

H.W.JR: Let's, on this thing- we will oall thia 
the tirat ot October; you say a aonth. Between now and 
the tirat of Noveaber, can you people furnish sixty 
experienced plate printera? · 

MR. COLElUN : We could. We think ao . 

llR. !lASS : That, of courae, eliminate• men now 
employed in privately owned bank note coapaniea that 
are printing currency tor foreign countries . 

MR. OOLmuN: How_ about the Wright? 

WR. HAll: The;y are in the aaae category. 

WR. OOLmuN : Are the;y printing anything? 

WR. HAll: They onl;y have three plate printers. 

WR. OOLEIWI: ire they printing an;ything? 

WR. HALL: Chinese aone;y. 

WR. MOWATT: We were informed they were not. 

H.W.JR: Who do you want to exclud~? 

.•. 
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)IR. H.ALL: American Bank Note, The Securicy, the 
Republic, Wright , Je!!riee. 

H.K.JR: Let ' a put it this W&1 - aJl1bodf thAt ia 
printing money ~or a111 or the United Nations. 

l!R. II.ALL: That h right. 

SJ 

H.M. JR: I mean, ther e is no use taking them over -
anybody that ia pr inting any money forb United Nation• . 

' liR. COI..EKAN: We have not visited a man ! r om any 
one or those places. 

H.K. JR: That might incl ude &Jl1bodf that is doing 
a job for one of the United Nations. 

MR. HALL: Yea, air, I don ' t know how extensive 
that ia. Ther e ~ be some ot her companies. 

liR. liERHAN: Kr. Secretary, we are falling down 
about three hundred and fifcy thousand sheets a day, 
and we are still working our regular ehitt of eight 
hours. Now, in another week or eo I believe we are 
going to work nine hours. We worked the put two 
Sund&ls, and up until that t .imewe had never been 
requested t o do &nJ more ti.e work than the eiibt 
hours a dt.1• Now, we have up to ten hours - tiiey 
are going tp·v•ke - later on they are going t o have 
two ten-hour ahifta, and that will pick up a consider­
able amount of work. 

liR. GREEN: ire you willing to wor k? 

liR. KEEIWI: We are willing to work - anything. 

liR. GREEN: ie m&nJ hours ae they aak you to? 

..• • I 
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l(R. KEEHJR: We alwa;ya were. In the lut war we 
worked tweln houre. 

KR. GREEN: Theee men are willing to W!rk 1117 
boul'a . 

B.K.JR: Wb.at about- - Ball, ;you said something 
about going to nine boure. 

JIR. HiLL: I hue put a recoJDendatlon on ;your 
desk, Kr. Secretar;y. 

B.K.JR: Supposing I take a llinuh to read it. 
la there an;y reason 'llh;y I can ' t read thia out loud? 

liR. B!U.: No, air. 

KR. GREI!ll: If ;you want a double shift, or two 
ahifta, out of twent;y-four--

liR. KEEIUN : We are down there to cooperate to 
the fullest extent. 

KR. lULL: )(q I uke a state•nt before ;you 
read that, Kr. Secretar;y? It will abow that we 
fell behind eleYen llillion u.preaaiona aince Jul;y 1. 
Prior to that, Jul;y 1, we built up a reaern of 
about four llillion aheeta, which, of course, under 
the Appropriations Act we were not tuthorized to 
spend that ;year; but we eaw this coming, md we had 
ao• 110ne;y aY&ilable and we built up four llillion 
abeeh of ruern. 

H.K. JR: Lat Ill! read this. I have not read it. 
I will read it out loud. Thia ia addressed to )(r . 

ThOll() SOn. 

(Ke.-,randua addreued to Kr. Thompson, aigned 
b;y Kr. 1. w. Ball( dated September 25, 1942, read 
b;y the Secreta17. J 

51 
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H.M.JR: Bow do you aen feel about that? 

MR. MOI!TT: I ~ght eay, Mr. Secretary, that 
we were called into coneultation with the two 
aesietant directors, Mr. Long and Mr. Slattery, and 
expl•ined that ei tuation, and 11111 told the that we 
were willing to go along one hundred percent -
anything to get the work out. 

~. GREEN: That ie the spirit. 

MR. li>WlTT: But our onl7 arguaent ia on the 
eetabliahment of thia t raining ro011 and taking - in 
there. 

H.W.JR: Now, I tell JOU what we wi ll do,--

~. GREal: The7 are epoiling their apprentice­
ship ayst•· 

KR.IW.L: We are not teaching a.eybody. 

MR. GREDI: It hae come up through generationa. 

KR. B!LL: That illl ' t a faot. 

KR. OOLDWI: Wun't it utablhhed onl7 
r eoentl7 whan this IWI c ... i n and 111111 put in there 
onroight, md thla lUll taken down there? It was 
neTer thought of before. 

)(R, IW.L: ~1 I tell JOU the atoq he gan 
ae? 

KR. COI.EillN: I think I know the atory. 

5J 
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MR. KIS.TLER: )fr. Secret&ey, might I have a 

word? Kr. Hall aaid thla, that thh ro0111 wu created 

to train and faiUariu plate printers ccming into 

the ~reau with the working ~rte of the •chinlea! 
press. Now, in the paet fortyyeare we han nner 
had thia ro<~~~. Prior to thi a time! )uet recentq, 

we han taken in one hundred and futy-dx plate 
printers. We han what 1e know u an adTiaoey board 

in our union. Whc a nn man comea 1n we anht him 

by advhii!J_ hila a bout the working parte of tbeu 

presses. WJl1 do we do that? So that we wlll protect 

the maohineey of the Govermct and it will not be 
damaged or broken. We know that 1t ccnot be re­
placed now. We han done that auooeeatulq without 
the breaking of one aingle,aolitary preea. 

Now, we don •t feel that there ie an1 neoeaaity 
for this training roca. It it a waate of monef, and 
the liiD doe• not get the f1111uct&b dom there. He 

has got to get the practical experience, We put a 
man into product10D 1n leea tbaD a weekt and th~ had 

a llll.ll down there for one week and he dian' t enn knOll' 

a good impreuion. l(r, Slattery bad to a<bit that, 

and he bad to dlaobarge the III&D after we hadi time 
cd tiae aga.ln, gone to the t1 fioial1 and to d tha 

that thia an •a not a printer. 

H.JLJR: Row look, 'llhat we will do ia thll. We 
will gin the union a chance to make good on wbat they 
aay, 

liR. GREIN : Tba t 11 it. 

H.JL JR: Kr. Hall needs 1im aOI'e ae; JtN. 

fellow• UYJOU oan g.t th• for h1a in tb1rty da7•, 
O.K. 

Sb 

liR, GRilli: That 11 your (Col- ) obligation to fi nd 

the aht7 llell. 

H.K. JR: And we will •et here again at thh 
aae hour on the lit of JJ ov•ber - the a au group, 

, 
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see, and we will see where we stand. The same time-­

YR. GREEH: The let of Nonaber'l 

Sf 

B.K.JR: The let of NoTember, at three-forty-fiTt. 

MR. KEE!Wf: It we 110 rk ten hours a day we won't 
need sixty men. 

YR. BALL: I am talking about maintaining the 
eight hours a day. 

MR. KEERAN: We are wi lling to work ten houra 
and on Sunday, or anything else. 

YR. BALL: Meanwhile we have to get production 
up. 

14R. GREEN: How m&DT would you need, lir. Hall '1 

H.Y. JR: I am signing this, right now. (Memorandum, 
copy at~aohed, signed by the Secretary.) 

Now, you are going to nine liours when? 

llR. BALL: As soon as we can work out the street 
car schedules. 

YR. MEEHAN: Tbe transportation for the people . 

B.ll.JR: How many men do you need? Don •t ask 
them for the iapoaaible. . 

YR. HALL: I will baTe to do some more figuring 
on the nine-hour basis. 

B.ll.JR: On the nine-hour you will need l eaa, 
anyway. If they said they could giTe you ai xty aen--

YR. BALL: It they get si xty we will go back 
on the eight houra a day. We can get al l the girls 
we want . 

.. 
• • 
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H.~.JR: Let's put it this way. On an eight ­
hour basis you need sixty. How, going to nine hours, 
certainly if you need lees-~ 

JiR. THCilPSON: Forty-fin aen, I should say, on 
a percentage baaia . 

Sd 

UR. WEEHAN: If we keep .up the aohedulea, wouldn't 
that be satisfactory to the Treasury Depart ment? 

Jffi. ll.lLL: By increasing the hours? 

lffi. llREIUN: Yea. 

MR. HALL: If it were not aatiaf~ctory, I would 
not ll&ke that recomendation. 

MR. WEEHAN: Instead of holding ua to sixty men, 
i f we keep up with the schedule f rom now until the 
end of the war, that ia all you aak tor? 

H.M.JR: That ia all anybody oan ask for . 

MR. KISTLER: We will get the work out. 

H.K.JR: Until this is over , just lock up that 
rooa or diaaantle it. 

lffi. USTLER: ~r. :;iecre tary, we han au bal. tted 
that the training of the printer•' assistants there--

YR. ll.lLL: I should like to tell a story of how 
that group started. 

H.K.JR: I have 'ot to atop. 
need the rooa for &ATthing alae? 

The point ia , do you 

Ki.BALL: Yea, I thlnk girls ought to be taught 
the work of the preaa in that rooa. 

H.ll.JR: Vihat about that? 

MR. ~EHAN: We have always t aught the girl a up­
stairs for years. 

( . 

• • • 
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Yt. COI.lillJN: It h oeaoutlli•• 

Yt. liEEIWI: Kr. Secretary there are all kinds 
of trades, and they bnen' t tr~ning rqoma for the 
otber trades. Wh7 pick em the plate printel'f 

WR. IIJ.L: Let 11111 aq thie--

SJ 

B.K.JR: Just one aeccmd, yau will get your time. 
If you w~t, you c~ go into Non~~an 1 a offi ce end talk 
it onr. But here is the point, i! during the next 
thirty dqs, between now and then, if you have any 
troubles Nol'IDIIIl Thaupaon will eee you. EvidEiltlyyou 
know him. 

lo!R. COLEKAN: I knoll hill veey well. 

H,V,JR: Is that agreeable? You ask to see 
him any time. But 11e 11ill bave this understanding, 
t ill. t I am counting cn the help of you men to give 
me the production tbat I need. 

liR. COI..mUN: You •ill get it. 

H.K. JR: An<l i! I get it there ie no reason why 
we should go outside the union. 

liR. GREEN: No, U.t ia right. 

MR. COI.mUN: We will guart11tee thea. 

H.K.JR: ill I went - I •nt the mcne)' when I 
nnt it. 

lit, GIWlh Tbat ie right. 

liR. COUJW(: I can say, Kr. Secretaey, that 
we will ask )fr, Green to vouch that - ha-.e we ever 
fallen down on a prOIIIiee'l 

liR. GRE»i: I have never kn01111 the to. 
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H.Y. JR: Between no• and the lat ol IoniZer, 
if there il Ulf trouble, Or Ulfthing, fOU &ak to 
aee Norman Thompson. 

KR. COin!J.N: I worked 111 th llr, Thompson a 
nlll!ber of rear a. 

60 f 
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September 29, 1942 
4:55 p.m. 

OIL REFINERY PURCH1SE (Ruaeia) 

Present: Kr. Paul 
llr. Cairns. 
){r. ScbJrarz 
Yra. Kloh 

B.ll. JR: Paul, there i s one thing, you have to 
han somebody up in the gallery tomorrow prepared to 
gin Barkley an answer to Vandenberg. 

KR. PAUL: We have just been discussing that. 

H.li. JR: Bell will know wha t he will do. You 
have aomebodf up there to prime Barkley. 

Stone has been trying to get me on the phone 
sinoe four o' clock. I thougbt I would apeak to him. 

KR. SCB'iU.RZ: I have just been talking with 
CUff )lack, Be didn' t say this to Cliff directly 
but t o hi1 otfice. Be tried to get Cliff, who was 
busy. Be said that the press coD!erance {esterday 
was all a fake, and that kind ot stuff - I want to 
know thh am that. • Be h in that ldnd ot a mood, 
and I think it ia wise that we do talk to him. 

B.Y.JR: Be wouldn' t talk to you. 

lffi. SCBWJ.RZ: Whioh ia ewell with me. 

GJ 

ll,l.!,JR: Don' t you think I ought to talk to him? 

l!R, SCHWARZ: I think so . 

l!R. PAUL: You should talk to him. We went 
over that pretty carefully "IIi th Nate Robertson. I 
think you ougbt to be advlaed. 
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B.!.!. JR: VJho should be? 

1!R. PAUL: You. I don't know whether you know 
all the thi.nga. 

H.M.JR: I will tell him that I have got what•a­
hia-ntu~~e here. I can put him em. 

llR. PAUL: That ia all right, but some of those 
iaauea are terribly slippery. 

B.W.JR: I will tell him I have got Cairns here. 

l!R. SCBWiRZ: I was goinJt to auggeat tba t Hunt­
ington call him because be batt all the facta. 

H. lo!. JR: No, he wouldn't talk, l:ut that ia all 
right . 

Did he apeak to somebody over there? 

liR. SCBIVARZ: Procurement, yea, and be asked 
them, "When did you get it?" and "You are hiding 
behind technicalities•, and that sort of thing. 

:IIRS. KI..OTZ: I think it ought to be etraightened 
out . 

llR. SCJIIIJ.RZ: Robertson waa straightened out, 
but he does not want to listen to Nate. He does not 
want to backtrack. • 

H.lo!. JR: You have the facta, haven't you, 
Huntingtcm? 

llR. CJ.IRNS: Yea, I have the taota - plus a 
atiff neck. 

),{R, PAUL: Barkley said this morning on the 
floor, I understand, that the tax bill was canpletely 
inadequate. 

. .... 
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H.)(, JR: Well now, you kna.r Den Btll oan tell 
you juet what V111denberg ie going to aay on our 
having tbie money. 

l!R. PiUl.t We are just going onr it with Altmeyer 
e.nd Roy. 

H.M. JR: Are they in your office? 

)(R, PAUL: Yes . 

B.li. JR: You be.d better go back and let ua handle 
this. VIe ce.n be.ndle this . 

(Kr. Pe.ul left the conference. ) 

)[R, SCBI'iARZ: I called Ferdie, who ee.id be be.d 
the 1939 etatem111t . He understood be might be going 
back to quote f rom tbe.t . 

H,lo!. JR: What we.s that on? 

MR. SCHWlRZ: Some social eecurity taxee; be 
talked about the reael"fee. Be 1e etlll sore bece.uee 
one Sunday we made him ~~&Ice a correction. I stopped 
him aa be waa running for a train. 

B.ll. JR: Ob, on the oil t o Franco . 

MR. ScmRZ: You called ae, and then I called 
him. Be waa wrong. Be just writu wild. 

H.li.JR: Sure, be wrote wild today. 

lo!R. SCHWiRZ: Hie heart ie in the right place, 
but be ie a crueader. 

H.ll.JR: Row old a an ie be? 

1IR. SCHVIiRZ: Cloee t o fort{ - JIIAfbe a little 
younger. He ia more a crusader han 111 accurate 
journaliet. 
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B.ll.JR: He went off the deep elld todq. 

llR. C.URIS: I ban a 11&11 in New York wbo can 
go around to see him if you n.nt. 

H.ll.JR: What good would it do? Be wouldn' t 
know the facta. 

llR. CAIRNS: I can gin him the facta in five 
minutes. 

B.!L.JR: Do 7ou ban sC111ebod7 that knows him? 

liR. CAIRNS: No. I mean that R ban one of 11f1 
men up in New York. Yle have a eaee up there tomorrow. 

B.ll. JR: If he la unreuonable we will call up 
the couneel for "PJl". What lathe counsel's D.8111e? 

UR, CAIRNS: I have never heard it. 

YR. SCHWARZ: Isn ' t it Weise? 

H.II. JR: Weiee - what 1e hh firet D.8111e? 

llR. SCH\'l!RZ: I don't know. I know John Lewis 
up there. I can call hila, 

B.K. JR: There is no use looking for a lot of 
trouble. Thieman Weiae controls the aituetion. 

llR. CAIRIS: Some nnspavers nenr adai t the,­
are wrong. This aq be Stone s personal pollcr. 

llR. SCHWARZ: The,- ran a correctioo lut ,-ear. 

llR. CAIRNS: •Pl(" may not, but Stone I1III.T lave a 
personal polioy. 

(The Secretary held a telephone conversation 
with )(r . I. F. St11u , as follows: ) 

6b 
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HMJr: 

Op~rn t or : 

HI!Jr: 

!!MJr: 

s: 
!li(Jr: 

S: 

HI!Jr : 

S: 

!!MJr: 

S: 

Hl!Jr: 

S: 

!!MJr: 

S: 

l!MJr: 

S: 

l!MJr: 

S: 

Hello. 

Mr. Stone. 

Hello. 

Mr. Secr et ary? 

Spe&klng. 

Hellot 

Tble 1& Morgentbau. 

Wel l , thle lsI. F. Stone •••• 

Bow do you dot 

..•• Hr. Secretary. 

How are yout 

I' m up in New York. I heard you had complained 
ot something abou t our story today. 

No •••• 

I tried to reach you several t1mee in the past 
tev week a .... 

Did yout 

••.. unsucceestully. 

Bow di d you t ry to r each me, Mr . Stone t 

Oh, I - I talked to your secretar y a couple ot 
times. 

Which one? 

6 f 

Wall , I don't- I seemed to have talked to 
several. I always seemed to end up with Schwer~. 
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if.I.Jr : 

S: 

HJI.Jr: 

S: 

!!l(Jr: 

~ : 

HY.Jr: 

3: 

- 2 -

'o'ell, he ' a not a eecretary. 

I know, but I did - I did actually g et thr ough to 
your secretary once, s Mr. - I forget hie name. 

Fi tzgersldt 

Huh? 

F1 tzgeraldt 

I ~ idn 't catch that. 

Stephens or Fitzgerald' 

No, I don't re~e~ber hie name. 

!!l(Jr: Oh, well, anyway I'm sorry. I never- I wa6 never 
told that you wented me •••• 

S: 

HJ.IJr : 

: : 

HMJr: 

S: 

'!!4Jr: 

S: 

!IY.Jr: 

S: 

HMJr: 

S: 

!!I(Jr: 

S: 

'Well, I .... 

.... but I .... 

•... I guess they probably thought it ween ' t import­
ant enough to bother you with. 

No . 

Look, I - I underr tand rrom Nate Robert son that -
the t you said Treaeu.ry di cln' t get thie till 
Jul y 28. 

Well , n.ov l ook , Mr. Stone •.•• 

Yea. 

•••• hello' 

Yeah. 

Can you hear me' 

Yea. 

I've got sitting here with me Mr. Huntington 
Oe.1rne •••. 

What? 
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!!l!Jr: 

s: 
!fli,Jr: 

5: 

iiY.Jr: 

5: 

!llUr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

Hli.J r: 

!lun t1n& ton 
Ca1rne: 

S: 

C: 

S: 

C: 

S: 

C: 

- } -

...• who 1 e a ssistant- Huntington Calma i s e1tt1ng 
here w1 th me. 

Who 1st 

Huntington Oairne. 

Yeah. 

0-a-1-r-n-s. 

Yea, I know who he 1e. 

Now he's 
ringer. 
the same 

got al.l ot theee 
Do you 1111nd 1t I 
phone w1 th met 

Yea - no , I mean. 

Sure. 

things at the tip or hi a 
put him on another -

Beoauee I can't anewP.r theee, and it there's any­
thing that - these dates, he can give them to you 
en~ I can't. I t you ' re not aat1et1ed you can ask 
me when you get through. I 'll hang on. 

All right. 

Oo ahead. 

Bello. 

Bello, Mr. Oairnat 

Yea, how are you, Mr. Stone! 

How are you! 

Fine, thank&. 

Look , I - this has been a terriblY hard etory to 
work on. I was Just telling the Secretary I 
tri ed to reaoh him. I wae never able to ge t 
through t o him, and I certainly hare a very h~gh 
regard ror the Tre• sury, and I don t - I wsen t 
out to attack that. But I -I understand • .• • 

Well, we ••• • 

.• .. 
• 
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C: 

s: 

C: 

s: 
C: 

s: 
C: 

S: 

C: 

S: 

C: 

S: 

"· .. 
5: 

C: -
S: 

C: 

S: 

C: 

S: 

- lj -

•••• I undereta ncl. today t or the !1rst t 1me the 
Treasur y got th1e on July 28. I e that right' 

No, the t 1 en 1 t •••• 

Apperently somebody !rom Treasury phoned Nate 
Robsrtson this afternoon w1 th that i nt'ormatl.on. 

Well, these are the dates ••• • 

I can 't hear you. 

ThP•e are t he datee. 

I - I will give you the datea. 

~eah . 

On July 28 we were notified by Lend-Lease •..• 

Mr. Cairns, I- I can't hear you very well. 
Possibly because or the double connecti on , I 
don ' t know. 

Can' - can you hear me now' 

~ee, that1 e tine now. 

On J uly 28 ••.• 

~ea. 

••• . we were notif i ed by Lend-Lease •.•• 

~eah. 

•• •• that the Ruasien oi l pro6ram was r eady­
appeared ready tor tranerer to the Procurement 
01v18ion. 

I see. 

10 

~eah , the Secretary asked me to t ell you that he 
has Jus t hung up so be ie not hearing what you are 
saying. 

I see. 

, 
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3: 

C: 

S: 

C: 

S: 

C: 
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·~e received tha t letter from the Acting Adminhtrator 
o f Lend-Lease on July 25, 19~2 . 

Xeall. 

On August 2~th we obtained an $greement from the 
owners or t wo oil plants ln Texas •••• 

Yeah. 

•.. • that they woul<l not sell th06 e plante to snyone 
else for s ixty d81S. I~ - it amounted to an option, 
technically it might not have been. On August 26 
we employed the engineer& to appraiee and inep~ct 
those plants •••• 

Yeah. 

il·e expect to acquire those plante or at least get 
the report from the engineers the first week in 
October. 

The first week ln Ootooer. 

tes. They promised us the report. I t will be a 
very long report. 

I see. 

Now we can ' t tell you tha~ we're ~oing to act on the 
ba ei e of the1r report, because it would put the 
o ther e1de in a better trading poeition than - than 
we w. nt them to be in. 

I eee. 

I Juet told you ott the record on that. 

I under a tan d. 

Now the aoquieitinn of thnse two pl ants is a very 
small part o~ this deal, only about ten per cent, 
as a mattP.r of fact . 

I aee. 

And your story yesterday wae foouaed 
based, I assume, on the U. P. story. 
really it- it a~~ts to ,nly abou t 
the whole transacti on. 

on those plants, 
But - but 

ten 9er cent of 
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I- I di dn' t know that. I - I thought that was a 
ma Jor part. 

No, 1t 1 s only about ten per cent. 

12. 

~ou mean- mean that ninety l) &r cent 1s ·new eQuip­
ment? What 's that? 

hnd proceeaea, equipment and processes. 

I eee. How would you break t hat down between equip­
ment and pr ocesoes? 

I don 1 t have that. 

'I ell, 1 t w:>uld be rcugl\1 y halt and half' 

'.lell, I ju~ t couldn't aay becauee I clon 1 t know. 

Ancl is that - 1s that 1n money terms- ninety per cent? 

That i s a tlgu.re I got trom Cliff Mack. I - I can .... 

I see. 
•••• break it down for you and oal l you back if you 
want to know. 

~ you know whether it 1B money terms or terms o f 
oapac1 ty' 

I think it 1 a money, but I d~n't- I don't know. 
I'd have t o - have to •••• 

I'd l ike to find that out. 

.~l r i ght. I' l l let you know. 

All right. 
Now I want to impreas upon you that it's di vided 
into two parts, this tranPact1on, the acquisition 
or those t wo plants. Now have you any questions on 
.that tirat part, because I want to paas to the 
eeoond part. 

.• 

~ee , I' d like to ask th1e. I - I undereto~d and, as 
I aay , not very authoritativelY beoauee 1t • been an ewtul­
ly hard story to get. I t ehoJld have been brought 
out in tl:le 09en 8 l Ofll! time ago, ""u a l o t of things 

(cont.) 
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w~uld nave been corrected. But I understood that 
the Russians had been down in Texee in Janua ry on 
these plants, and tha t - hsd an option of their own 
before Lend-Lease took over, tor they - they ' d 
wsnted to pey cash tor it. 

Well, Nate Robertson said thBt this morning, but 
Hr. Mack just d1dn 1 t know about it. Our tiles don 't 
go back thst tar, that's the point. 

I eee. Now, tor example , there- there is a document 
that reters to these plants-- not - not in regards 
to Treasury -- but reters to these ~lanta as tar back 
as February as being in the work. ~,d my information 
wee that - that an American engineer went down to 
Te7aa tor the Russians, I think i n January, picked 
then two tanzlger~ plants, got a n option on them 
subJect to clearance by the Americen Government. 
But the Russians were prepared to pay cash to tac1li­
t a te ~etters, but that it had to go through Lend­
Lease and that's where it b8g8n to bog. 

Well, I dl)n 1 t know ·~here it bogged, because, as I 
eay, our tiles don't go back. 

I eee. 

Our - our letter - our tiret lett~r is July 28, 19~2, 
aa I said, stating that the program ap9tared ready 
to be t~ansterred to t~e Pr,curement D1vla1on. Nov 
the prior history - hletory ~~ that, I Just don't 
know. 

Vel l, that 1en 1 t the Treasury'• tault. I under stand 
that. 

I'm not - I'm not holding anything back, beceuee I 
don 1 t knew. 

Xeah, I- I - I didn't think you werft. I can see 
where this happened bet~re Treasury came 1n the 
pioture. Now look, Mr. Cairn~, well, that - that 
cleans up the two pl ants queetion. 

Xeah, nov let's pass to the second oert: 

Yeah. 

• • • 
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The ~~cond part, which ie the ninety per cent 
aepect • ••• 

•.;hat ' • thstt 

The second part involYee , as I aey, ninety per cent 
ot the deal, and I' l l - and I ' l l l et you know how 
that ' s broken down in eo tar ae I can tell {ou and 
Mt gi ve away any mil i tary eeorete. We don t want 
the Germans to know too much about this. 

No, no, I don ' t . But what I would like to know is, 
i f this ninety per cent is ln ter rae ot money, how . 
it 1 a divided, and- and how much ot pl~ceee ' o is 
tor - is f or patent - why, I aup~oee that ~eane 
patent rati on r oyalties. 

'tell, that ' s a small part ot it. 

'-<hat' s the t? 

That ' s a small par t ot i t. That ' s not going to 
f i gure in the •.•• 

That ' s a small part of it. 

Yeah, the Ruse ••• -tha t' s not going to enter-
cut any figure in the Ruaaisna get ting the equipment 
quickly. 

Yeeh, I under ... -I do- I underetand the Treaeury 
t~ok a very f irm posl tlon on this question or - ot 
r oyal ties. 

But it1 e not - we have taken a f irm position but 
it1 a r.ot &oing t o delaY the pro~7am at all. 

By tirm position, I mean a tirm poaltion i n the 
publi c interest and 1n the Ruee i an interest. 

'!'ha t' s rlght. 

I s that correct? 

The t 1 s right. 

That ' s the i mpressi on t hat I had. 

'i ell, tha t' e absol u telY correc t • 
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Ah - well , and I understand tha t the questi on ot 
r~yolties ia to - i e t o be negotiated afterwa rds. 
Is th8t . . • • 

Well, that hasn ' t been determined. That ' s a possi­
bility, but i t hasn't been determined. 

But - but t he deal i e going to go through. You ' re 
not golng to wait t or the pa t t nt question t o be 
decided? 

Nothing i s going to delay th1e deal. The 2eere~ary 
wi ll see to that. 

But- t ut it haen't been dec ided yet whether they're 
goinb t o pay the D.P.C. ra te or the regular ra~e? 

Well, the - the r oyalty - the r oyalty questi on is 
wide Qpen. The only thing th8 t h8e been determined 
i s thRt i t's - it's not going t o delay the se-
qui si tion •••• 

I eee. And ~hen was it - when- when did you get 
t o the stage where- where it wasn ' t going to delay 
anything? 

That has been t~e poli oy or the Treasury from the 
mo~ent we knew it was headed our way. Now I wan t 
t o give you the dates on that. 

Yeah. 

Cn July - on September 23 •••• 

'.that did you say on September 23rdf -
On September 2Jrd the Treasury wae not1!ied .••• 

Yeah • 

•.•• that the Russians had made their selection. 

Wade selection ot processes? 

And equipment. 

'lilly d i d the Russians take eo l ong' 

raat I do no t know. 

Regraded Unclassified



~ : 

C: 

S: 

C: 

S: 

C: 

S: 

C: 

S: 

C: 

C: 

S: 

C: 

~: 

C: 

S: 

C: 

7b 

- .LO -

By the way, 1a there any - are there any Boudrey '~> 
prooeaaea included or ere t hey all O.R.A.? 

Well , I aon't think I'.11 at liberty t o state that. 

I eee, well. . •• 

I d~n 't want to give out any military informati on, 
and I Just don't know what ia ~ilitary and what 
lan1 t, and I'd rather not . aay. 

No, would - would whether lt was C.R.A. orHoudrey 
constitute ~lltary in!ormationt 

·~ell, 1 t mlgbt. 
after I get thla 
let you know. 

All l'lght. 

I' & golnC to call you back again 
n1nety per cent figure, and I'll 

Now ·•e t l nally got thla selecti on on Sept ember 23. 
'II e •..• 

Yeah • 

••• • could not go ahead unt11 ~<e knew that the C. P.O. 
waa in accord wlth that selecti on. We r~celved 
that intormati~n yesterday at three-fifteen. 

You couldn't go ahead untll you were sure that 
the P.O.O. whstt 

The O.P.O. was in accord. 

'ole a in Recordt 

With the Russian selecti on. 

Xeah. 
'ile rec~1ved that ln!or•aat1on yes terday at three­
tlfteen. 

You received that yeater~.s.y . 
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'A'ell , i n other words , the Rueeiana di 6 con ~•r ~i tll 
the P. O. O. beforet 

Wh~t ie the P.C. O. t 

Huh? 

You mean the o.P.C.t 

~ . P .O . 

Yee, they ' ve been i n •••• 

They have been i n cons tant oo~~unica t icn vith the 
O. P. C. from the begi nning. 

They had had ' confer encee bef or e making th! eeleeti ont 

Oh, yea. 

'ilell , that ' s wha t I t hought. 

Tba t is right. TllE. t 1 s why ••e wanted t o know if they 
were i n accord. 

'ilell , ei nce they - ei nce they ' d had conference s 
b~tore maki ng the selection , i t didn ' t - i t di dn ' t 
requi re much time to fi nd that out . 

Only from Se?tember 23 t o yH t erdAY· 

I eee. An~ di d t~ey a p?rove everyt hi ngt 

The O.P. C. is i n accor d . 

'Aha t ' a t ha t? 

The O.P.C. i s in accor d . 

Ia in accor d? 

And on tha t bas is we went ahead yePt erday • 

Yeah - hello? 

Ye A. 

Regraded Unclassified



s: 

C: 

S: 

- 12 -

'.lell , now is there anything else ;you can tell me 
on that, Mr. Cairns? Now I'm not to quote ;you on 
any or this, is that cor rectt 

The t ' s right. · 

But I - I can uee the information. 

78 

c: Xee . Now the Secretn~y wants to apeak to you. 

s: 
C: 

C: 

S: 

C: 

S: 

C: 

S: 

C: 

5: 

C: 

S: 

C: 

$: 

C: 

S: 

tlow l oolt , Mr . Cairnet 

xu. 
Xou wi l l aEk about those other queati~nat 

'!':'Ul t ' a right. 

And would ;you be good enough to oall me back and 
rev erse the cherge~t 

Have I got your card? 'llhat ' a your teleph· ne number? 

Sterling )-2501 . Now I am very much interested 1n 
the que~tion or whe ther th1& i s all C.R.A. or whether 
it 1'8 aleo l:!oudrey. 

X ea. 
And now perhaps it's milita r y informati on. Now I 
don't think it is •• • . 

'lell , I' ll l P. t you ltnow. 

,,,,and i n vieW Of the ~~fficulty that 1nde,endent8 
like Houdrey have had i n ~o1na bua1nees • • • • 

X ea . 

..•• I think i t ' s a very importAnt question. 

All right , all right , I' ll call y~u bnclt . 

I thanlt ;you . 

Now the Secretary wants t o apeak to ;you. 

Xeah. 
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Juet a ucond. 

Mr. St.,ne? 

Yes, Mr. Secretary. 

Jurt to ge t our personal r~lationahipe • . •• 

'!lh8 t ' e thtl t ? 

7':J 

I want to get our personal relati onehi?B strai ghtened 
out . I never knew that you celled ~e, and ou1te 
!rankly, I was surprised that you hadn ' t tried t o 
bet in t~uoh ~1th me, you aee? And then- so I told 
the boys this ~ornin& when I resd the stor y, and I 
thought that you were being unfair t o us, and I' d 
read yesterday 's atory that the stuff- thst you ' ve 
been getting your information thr?ugh Robertson -
th~t t he natural channel t o get i t to you wae through 
Robertson. And it never occurred tl) me to call y?u 
direct. 

I oee, well. • • • 

I want - now you eee y~sterday in your story you ran 
the !aot that you ' ve been ~etting information 
fro'll Robertson. 

Thst I w~e getting it !rom Robertennf 

YeAh, in your story you said yes terday. Mr. Robertson 
had. .•• • 

But Nate called - called me today. 

No , but i n yesterd&7 1 a PM etory •••• 

Yeah. 

•••• you ran the tact that Robertson had been furnish­
i ng you with certain information. ~o I Just ••.• 

Oh, yu- tode.y 1 s story. 

Yeah, it wae •••. 

Yeah. 
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•• • • today ' e etory. 

Yea. 

au 

So I took it for granted the way t o get the infor­
m~tion to you, never having heard trom y~u, wne to 
paee i t along through Roberteon. 

Well, that ' s okay, Mr. Secre ta ry. ~ 1 11 te:l you ••. . 

Yuh. 

•••. I ' ve been wantin~ to O? me to see you tor eome 
time, bu t I know you re very buey and not until 
thl e story came up dld I thlnk it was - i t we~n 1 t 
i ntruding on your time. 

No, I •.. • 

I dld try several times , and I waen 't able to 
succeed. 

No, I 6en t word to y~u once. I tried t o interest 
y~u in one or our tax stories, I think, or some­
th ing, and I w1u t old thl\t you •·eren ' t interes ted. 

I - I wen t you t o know that - tMt I rtslly have 
a very high r eg• rd for you and fo r the Trea!ury ...• 

Yea. 

•••• an<: I - and anybody thl\t s ake me, I always esy, 
"Well , Treasury 16 probably tbe co,ost :lew-Deal 
ll£' ency "e 1 ve - de.,srtment "e' ve go t i n 'Aaeh1 ngton. • 

-.fell , I'm glad to beer i t becaute I think eo. The 
neTt time you come t o 'Ae~hington let me know ll ~ay 
or two in advance and let ' • hAve lunch t?gether • 

'.fell, I -I live in '.issl'1nP' ton. 

Oh, I didn 't even know th~t . 

I' m ·~ashington editor or The tlat1on. 

'.\'ell , no,., . .•• 
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aert Coh~n ~noted me to come eee you when I firet 
came down, but I hated t o - to bother you for I 
know how busy you ere. 

llell , I'm not busy , end the next t ime you went to 
ge t me you call Mrs . Klo tz - l - 1- o- t-t.. 

Mre. Klotz? 

YeB. 

l -1-o-t-t.? 

Yes. 

S: ~ell, I 'm golng to be back home, I tnink, to~rrow 
and I - I' d like to come eee you i n the next few 
da;,ta 1t I rr.ay . 

'lHJr: 

S: 

!i)!Jr: 

S: 

!il{Jr: 

S: 

IC'.Jr: 

S: 

!iMJr: 

·~ell, you call her up, and - well , you come on over 
and have lunch with me. 

All right. 

x· ~ like to meet you. 

I thank you very much. 

Because I- I - I think that the stuff that y ~u ' ve 
b~en writing on O.P.M. and all the othere is the 
mos t helpful that's been written by snybody. 

'I ell , that 's very kind of you. 

There ' s nobolty that hal! wrl tten a• constructive 
~terlal 86 you have on thls - on thla front, e nd eo 
I think we 111 - I know ''e sit on the &&JIIe 61G.e o f the 
table , and I >t~n t to cooperate. 

Well , that's ver y kind of you. 

Now on this - this buelnesa here, I think you know 
tha t for the l ast two or three y~o ra I 've tried my 
beet to helo the Russi ans on ~very ,oesible occasi on , 
onO I haven1 t been very suoceeeful a t it, but I­
becsu•e there ' s been so many pe?ple th~ t d?n ' t wan t 
them t ? be helped. And what we ' ve done ie. that ~&'v~ 
been crowotng ever ybody that we coul d on t his gasoline 
refinery to ge t 1t to theo JuH .u fa st 8S they coul d , 
and the minute 1t came t o ue 1n ' ur ca?aci ty as 

(cont . ) 

I 
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purcne sing agent, we acted at once. But we 
coul~n ' t e,ct , inasn:ucb. ai the Rue elan a had ccn­
sultPd wi tn the O.P.C. a e to whp t orocess they 
should uae, and until we go t a clearance on that, 
why, we mi ght haye found oureelve• throwing the 
buainees t o somebody- well , who shoul dn 't get it. 
Hello? 

I aee. 

And the O.P.C. played the game very cannily and very 
carefully , and they di dn 't- tb.ey dl dn 1 t want to 
sa~ after they got lnto the thi ng as deeoly as they 
did, whlch one of these many prooeeaee. But aa l ong 
ae tb~y were in i t and had taken a oosltion, ve, as 
the 9Urcbasi ng agent, coul6n1 t afford t o say, •Wall, 
we ' ll do i t thls way or that,• onoe the O.P.C. were 
in it. 

I see. 

So - eo we ineisted that they express an opini on , and 
which they finally did. 

I aee. 

Now that ' s the whole atory rrom our standpoint. 
Now all tnese dates and thi ngs, I oan 1 t remember 
them, but I - I spent enough time on i t to make eure 
that no t only weren ' t we an i mpediment bu t that we 
ahould accelerate i t Jus t sa tea t ae we could, and 
we go t everything ready pending the ti'e that we got 
a clearance trom O.P. C. And the minute we got 1t , 
va acted. ~ow tbat ' e our- that '• our end of the 
a torr. 

I aee. 

How it's been a succession of datee. 
Call•ns hae those things, OeOI\1188 he ' s 
me and Mack on the thing. 

Hunting ton 
been advising 

I 1m- I'm rather surpri sed that the Ruesiane di dn ' t 
make their s election unti l September 23. 

~ell , I had the~ all in h~re. Xou moet likel y know 
that - start ir.6 wi th the Ruaaiar. Av1ati?r. General 
and this ~ther tel lov , t hiJ cl•il i an - I mea n, the 
head or the purchasing ager.t an4 tt.ls ci vil i an 

(cont . ) 

--- ------ -
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(asi~e) What 1 e his namet Ro&in. Hellot 

Yeah. 

I went over the "Whole thing with them myself to 
make sure. 

~ou eee, one or my dirrioultiee ie I•ve had to 
work on one ai de or the story, because it's Just 
impossible to get anything out or the Rues lane on 
it. 

~ell, I had them in here tor an hour, and I went 
over the thing ~teP-by-etep. I wa~ted to make 
Jure that th~ situation was the way it vae re­
ported to me. 

'oell, I'll tell you orr the record how I heard 
about your- your meeting •••• 

leah • 

• . • . \•here you raised hell. It was trom Ickes. 

From Ickes? 

Ickes told me that . 

~ell I t ell you ~h~ wae here et the me~t1ng, end 
th• t l e where he go t it rro•- W8! Abe f orte£. 

Oh. 

Di d you lt.nov thatt 

Well, d i d Abe come to the - I thought Abe didn't 
want to c?~e t o tne •eat ing. 

Oh, he - I made him come. Sure, Abe vas h~re 
when I had the Ruaaiana here, an~ ho. h•ard the 
whole thing. I ine i eted that he come. 

I see. 

No, he sat right here and heerd the whol e thing. 
I _ I ea1d, •I 'm not go1ng t ' ao thle unless you 
s1 t here. • 

Regraded Unclassified



- liS -

S: Well . 

HMJr: 01dn 1 t you know he wee here? 

s: ·~ el l, I ltnew he ' d been asked. I didn't know tha t . •.• 

HMJr: 

3: 

HJoiJr: 

3: 

BJ<Jr: 

S: 

HMJr: 

S: 

HMJr; 

S: 

HMJr: 

S: 

ll)(J r: 

S: 

HJ.!Jr: 

S: 

HMJr: 

He •••• 

. ... I d1dn 1 t ltnow just what had happened. 

No, I 1ns1sted on hie coming when the Russians were 
here. 

Well, why - why d1dn 1 t you aek t or Ralph Oav1eet 

'i ell, you know damn well wh)' I cUdn 1 t ask t or him. 
(Laughs) 

Thot's enough or an anawer. I juat don't under •.•• 

Well , 1sn1 t that enough ot an anawer? 

Yeah. 

What? 

Yeah, I say that's enough or an anew~r. I guess. 

Sure. No , I wanted t o have somebody that - that I 
knew, end I bad cor.t1dence 1n him. 

Well, I - I have 
Secretary I ckes. 
off i ce, frankly. 

very g r eat respect and lilting for 
I Just don ' t unders tand that P.C.O. 

Well, I - I feel the 88me way that you do about 
Harold Iclt •a and I don't un~eretand i t either. 

- ' I But we' r e all human. I suppose that s the answer. 

I gueee so. 

Because certalnl7 starting with helium BOB , he' s 
made a great t i ght on al l - ot all ot this stutf. 

Re 1 a been wonderful in a lot ot t hings. 

And I Just suppose thAt hft'a human l1ke all o! us , 
and every once in awhile we stub our toes. 
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Well , I'm gol ng to call Mra. llotz • • • • 

Yeah. 

8:J 

S: .• • . when I get back to town, and when you have acme 
t ime I would like to talk with you about this. 

!!MJr: ! 111 have time any time thet you have . 

S: All right. 

HY.Jr: And then Huntington Cairns Will cell you back. 

S: All right. Thank you very much. 

l!Y.Jr: You 1 re welcome. 

s: Goodbye. 

!!MJr: Goodbye. 
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Yt. SCBW.lRZ: That was a good job, 

U.li.JR: That h tbatl 

liR. SCI!i.lRZ: It waa nry lllllOh WOI'th doing. 

8b 

B.li. JR: Sure, I wanted to get that thing etraight. 
You ue, he waa IQI'e that we did it through thie other 
un. 

!R. C.liRliS: Roberta on. 

B.li.JR: Yea. 

liR. SCBi.lRZ: He nenr indioated any interest in 
the atory. 

H.U. JR: Whit? 

!R, SCIIWJ.RZ: He never indicated any interest in 
it until he gave him a by-line. 

B.li. JR: In what? 

liR. SCBI.lRZ: In thia pertioular ator;r. 

B,ll,JR: What do you aean? 

liR. SCII'I.lRZ: We didn 1 t know he waa mrldng on 
it or •• oould han oalled hla - until thla aorniDg. 

B.li.JRt The ator;r 7eeterda;r waa written b7 
Stone. 

MR. SCBWiRZ 1 Until those tlro. 

MR. C.liRiS: He did "The Nation• story. We were 
tipped ott. 

. .. ... 
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September 29, 1942 
5: 32 p.m. 
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You - you sugges ted f or a reply t o Vandenberg using 
B!rkley, And I t ried t o ~heok with the pe~pl e thet 
•··er e ~here the day that vo te c~me up •••• 

Yeah. 

.• .. and nobody can remember definitely whether Barkl~y 
v~ ted with us. I know George vo ted wlth ue. 

Yeah. 

N~v I' ve be~n talking with the b~y r here , and 1t 
•eema to ~e 1t ~1ght be bet •er t o uae eome o t~tr 
Senat~r and possibly the ~e!t man would ~e ~erner 
beeou~e his &Pere tsry nae a ~retty good kno~ledge or 
t~ 1 e eubj ect, I understand, a nd Wa0ner's apt to be t 
A~ked a lot of questions by Vandenberg. •aoever 
does it is apt to be ••.• 

Oh • 

••• • a nd I'm Just a l i ttle ufrai d Berkley won't be 
! Uff1 c1ently prepared. 

Aa we sar in New York, ·.fa,:ner loOUld be "poifect • • 

He'd be •p~i~eot , • eh? 

·P~i teet , • yes. 

oel l I - we - I'll try ~~ 0 et ~scner , and if I can't 
get hlm we ' ll - we might try Barkley . I m1~ht Ep~ak 
to Jeor se about i t . xe might uae Brown. 3~ t, in 
a ny event , we'll try Assner. 

·~abner would be •poifeot. • 
All righ~. 

All r1gl1.tt 

All right, t lne. 
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88 
TREASURY DEPARTMENT 

INTIER OI"FlCIE COMMUNICATION 

DATa Soptaber 29, 1942. 

fO Secretary Morsenthau 

Goor~ llutfiagton Qi') . 
Kr , c. s. Young, Prooidont of tho Podoral RooorTo B&Dk of Cbie&go, otatod 

,ha, Kr. A. J . lollor, 'fieo Preoidont of Intornatio...U llarTeoter Co,._, tole­

phoi>M bia yutotA..v to ~,. hb tho folloYing 1nfonoat1on. 

fho Coapa.a:r hao a total of $131,000,000 111YII\ad b Ullltad Stat .. Oonrn-

cont u evl tloo. All plan to are nov enrolled In P~ll Savill&" Pluo for an 

uount 1o exceu of 10 percent, yith 100 percent of t apl oyeee parUc.1p&t.lJI.C. 

fhtot fl~ll lacludo the II&D&gOJlent group eonaht1ng of 4,500 indlvldualo. 

fhe a•er~~;e aonthl7 deduction emounta t.o 11.4 percent. 'l'ht Coapa.oy recentlr 

ouboorlbed to $5,000 ,000 of the nov Serleo 0 Tax Sav1nao Noteo, 

.. -
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88 
TREASURY DEPARTMENT 

INTER O FFIC I: COio41o4U NICAT10N 

DATE Sept . 29. 1942 

T!lf. SWtl.'rARY 

'l'~D f-. . GAUBLE 

You 11i.l be interested to know of some of the results 
of the industry-wide labor-mana'"cment drive, just 
co-rleted in the rubber industry . 

:':1-.re .• ere 167 cor:rpanies e.nd local unions participating . 
~·ore than 1~0 firms topped the 90 percent partic:.petion 
l'iVJre . 

15 co panies e!!lploying 45, 000 pe:>ple went over 90 percent 
nnd a percent plus of the gross payroll . 

; co ·~nan ies with 72,000 enro1oyees wen t over 90 percent 
with ~ percent plus of gross payroll . 

tiO cJmpanies employing 89,000 persons went o\'er \10 percent 
and 10 percent plus of 4ross payroll . 

The figures on t he Bi g Four co-panies that ca~e in today 
shovo: as follows : 

U.5. kU3BER -- 66, 000 e~ployees - 93' - 9.5 of gross payroll 

FJ tESTO!IF.- 36,000 " - 95.... - 8 .5 " " " 

G.x)DYEAR - " -92. 5' -10.8 " " " - - 41,000 

G' ODiUCH - " - 110:: - 10 plus " II 

20 .000 

Regraded Unclassified
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9 

10 
\1 
I~ 

!b 
15 
16 
17 
18 
19 

21 
22 
ZJ 
24 
25 
25 

2> 
29 

Lv1i; .••. 
:lu t/IIIU:O S!U:ES SAVliiGll BOIIDS - SJ!IUZ.S 1 

CcGo.tiiOD or Septeaber ... 1 .. to elate vttl1 oal .. 4ur1os the 
eamo nuaber or buo1neoo 4ft¥• in Aucuot ao4 July 194~ 

(At looue price in thou•endo or dol1&ro) 

I Septe~ber Cumulative eale t br bualn ee• day• 
dAilY September : 

Au~ot ' July Septeaber •• 

1942 
• 11,6~4 $ 11,6}4 • 14,044 • 15,321 8~.~ 

14,7 8 ~.381 36,2~2 ,o. 701 72.8 
15 ,~ 44,687 50,797 7.523 88.0 
17, 62,491 63.785 77,)20 98.0 
19,16<; 81,657 86 .7119 95.o44 94.1 

1&9 ,400 131.057 111,748 116,643 117.3 
13.~5 144,352 128,176 12~·390 112.6 
16,430 16o,7Sl 151>,981 1 ,161 10).7 
19.57' 1110,354 164,866 183,238 1()9.4 
9.53 189,938 180,71!7 209 .787 w ; .1 

35.544 225,482 197.143 225.532 114.4 
10.717 236,199 215,903 243,938 109.4 
21,855 258.054 22~,481 261,766 114.4 
17,621 275,675 25 ,163 .?84,111 108.5 
1b,ll76 292,151 263.900 296,344 110.7 
10.384 302,535 281,550 327.712 107.5 

4o.44G 342.980 ~7 . 075 }39.951 115.5 
9.71 }52,694 313,101 358,135 112.6 
~.352 373.o46 )22,982 376,}96 115.5 
27 ,075 400,122 353.5o4 ~,984 113.2 
12,}68 412,490 367,195 ,679 112.3 
22 . ~'0 4}4, 720 JS3,JOJ 4}8.256 llJ,h 

ln .• 5JO 476,250 3911,2!4 455. 7o6 119.6 

17,874 1>94,124 415,563 41),962 118.9 

All fi«Urtl &rl depoeite vitb the freaeurer ot the United State• oo account 
or oroce•d• or oaleo or United State• oav1ns• bon4o. 
Fi~~~• have been rounded to neer eet thoueand And will not oeeesser1ly ~d 
to to t.alt~J. 

(I 
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91 
Ulllf!D STU'IIS S.U1liOS BOIIDS - UJIIXS r UD 0 COMllllll:D 

Cosp~r1IOD of Septe~ber •.Ie• to 4Ate with ealee durin& the 
oar• cumber or buoineoo da71 in A~ot ond Ju17 1942 

(At 1••~· prico in thouoonds or do1laro) 

Septelllber AU&UOt 

1942 
$ 7,528 $ 7,528 $ 12,222 • 12,597 61.6~ 

9,811 17.339 28,810 21,986 60,2 
9.g97 26,735 41,258 ~,441 64.8 

10, 78 ~,414 54,105 9,175 69.2 
10,713 ,127 71,552 62,561 67.3 

18,550 66 ,678 84,771 s4,413 78.7 
6,072 72.749 92.566 101,585 78.6 
6,279 79.029 1o6, 7!2 124,56! 71t.o 
7 , ?~5 86,~ 112,171 141,618 76.9 
4,3 2 90, 120,974 162,232 74.9 

1~ , 347 103,952 127,375 176.590 81.6 
.915 108,867 137,119 191.991 79.4 

1? , 776 121,643 1l&o.G12 205 , 8~3 86.7 
9.917 131,560 153. 96 ~21 ,1 7 115.7 
6.334 137.893 158 , ~09 230,Sbz 87.1 
3.361 141,255 168, 15 252. 7}1 83.9 

15,820 157,075 176.681 262,178 S8.9 
5 . ~53 162,728 182,th2 278,505 89.0 
12,~ 175,687 186.207 293.679 gh,4 
14, 190,132 196.715 .}08,077 96.7 
5. 799 195.931 202,690 31~ .893 g6.7 
9 , 10 .. 205,"38 211,968 338,137 96.7 

l8 ,Pc5 223.773 220,311 3~.522 101.6 
9. 03 233.376 226,s4l& 3 5.305 102.9 

Al l !1~rea sre depot1te ~ith the !reaeurer of the United St~tee on acco~t 
or prooeedt of tales of United State• tev1n&• bon4t . 
F1~ ,., have 'been rounded to near.,a t thoueand and Y1ll not n.e c:eatarily add 
to total e. 

.... -
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Coaparl t on o! September oa1oo to doto vlth talot durtnc tho 
'""" nu.abor o! buoinou da,yt lQ ~~~ fM Julr 1942 

(At luuo price In tbouo..,;dt o! dollar • 

September AU«Uot 

194? 
• 19.162 $ 19,162 • 26 ,267 • ?6,418 1J.af. 

24,556 43.720 65,032 52,687 67.2 
n .1o2 71,422 92,055 79.964 77.6 
28,482 99.9o4 117 ,8~0 126,4~5 84.7 
29.880 129.784 158.3 1 157.605 82.0 

67.950 197.734 196,524 201,056 100.6 
19.367 217,101 220,742 24o,974 98.4 
22.709 2}9.810 261.763 288,729 91.6 
26,807 266,617 277.0l7 324,856 96 .2 
13.926 280,544 301,7 1 372,020 93.0 

48,890 329.434 }24,518 4o2,122 101.5 
1G,632 345,066 35},022 ::l5.929 97 ·7 
3 .6}1 ~9.697 ~5.852 7.599 10}.8 
27.538 1 .2a5 7.659 505 ,257 99-9 
22.809 ~o.o 4 422,209 527,186 101 .9 
1},745 },789 449.965 580,443 98.6 

56.266 500.055 473.7~6 602,129 105.6 
15. 366 515,422 495.9 3 636.6llo 103.9 
~}.311 548.na 509.189 670,075 107.6 
1,521 590.25 550.219 703,o62 107. J 

18,167 6o6,421 569.885 722,572 1o6.8 
!1.}}6 639 .758 595,271 nS.39J 107.5 

6o..265 618,546 806,228 - 113.2 700.023 
27,477 727.500 642,4o6 839.266 11).2 

All ttcu~e• are depot1tt with the Tre81,~er ot the United StFtea on account 
of nroo~ed" or tale• or United Stat~s eavift41 bondt . 
Pt~rft hr•e been rounded to neArest thouaand ~nd vtlt not neceta t.rlly rd4 
to tot"la. 

..... 
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TREASURY DEPARTMENT 94 

INTER OI'I'ICE COMMUNICATION 

DAft 

September 29, 1942 
The Secretary 

tu. Sohwarr; @ _ _ _ 

Your statement on Sooial Security taxes baa been 
delivered to Phil Pearl, who handles the U ot L clip 
sheet; to the CIO Jews through Leo Goodman ot Lawrence 
Houahteling'a stat!, and to Ed Keating, who handles 
the Railroad Brotherhoods' publication, as well aa to 
Chestar Wright, who bas a railroad news letter, and 
Albert DenniS, wbo does a "Labor llewa Renew• broad­
cast every week tor CBS. In addition, it has gone by 
1111111 to more than 450 labor publications throughout 
the country, with airmail being used tor those western 
weeklies which would not otherwise receive it in time 
!or their press rune toward the end o! the week • 

.• 
" . ; 

• , 
>• 

~ ... 
"' .... 
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TREASURY DEPARTMENT 
rAOCUREMIHT DIVIIIOH 

WASHINGTON 

September 29, 1942 

VE!lORANDUV TO THE SECRETARY: 

It was l earned today that a shake-up is contemplated 

in the top structure of the Office of Lend-Lease Admi nis­

tration. Oscar Cox ia to be brought in as second man and 

Van Buskirk, a la~er now in Lend-Lease, is to be third 

man. Tom McCabe, who is expected to return very shortly 

after several weeks' leave, and Phil Young are scheduled 

for places as Special Assistants. In the past Tom McCabe 

was the No. 2 man and Phil Young the third man in the 

organization. 

Knowing Oscar Cox's capabilities and real i~ing that he 

has worked very closely with you, there are some matters 

that I have in mind which would materially help our part 

in the Lend-Lease program and are becoming increasingly 

important. Therefore, I think Oscar Cox would be inter­

ested to know about them. I will be glad to talk with him 

directly if you wish, but I think some of these matters you 

would be interested in personally. 

ft. Yl.-~r-
ton B. !lack 
of Procurement 

Regraded Unclassified



TREASURY DEPARTMENT 
rAOCUitiMINT DIVIIION 

WASHINGTON 

Septewber 29, 1942 

JIKI!OR.t.NDUli' TO TBK SECRETARY: 

There ia aubaitted herewith the operating report 
of Lend-Leaet purchases for the week ended Septeaber 
26, 1942. 

We haTe receiTtd froa the Office of Lend-Leaae 
Aaainiatration copiea of the Rutaian requir ... nta for 
the Fourth Lend-Least Appropri ation coTeria« the calen­
aar 7ear 1948. Additional infor.ation and Iteaisation 
of certain .. terial a included in the liat haTe been re­
quuttd f ro• OLIJ.. We are currentl7 dhcuuing with the 
British for clarification certain iteaa contained in 
their liat. The Lend-Leaae budget requireaenta art 
achedulea tentatiTely for preaentation to Congress NoTea­
ber 15th. 

Following a aeeting last Thureaa1 relatiTe to de­
Teloping better coordination on Ruaaian ahip .. nta, plana 
art now being deTeloped toward that end. 

~.~ 
or of Procurement 

Regraded Unclassified



( 

'• 
LiliD-LUSI 

1'1UWlURY DIPARTKEIIT, PROCURlDII!IIT DIVISIOB 
.._ S'UTDEIIT OF UJ.OC.t.TIOIIS, OBUG.t.TIOBS (PURCIIASES) 1MD 
en DELIVERIJS TO FOREIGN GOVEBlDIEITS .t.T U. S. POR'!S 

.t.S Of SEPTI!JIBER 26, 1942 
(In Kllliona of Dollara) 

.t.clain.htratin Undiatributecl and 
Total U. IL RUSSU CHID Enenaea Klacellaneoua 

.t.llooation.a $2100.3 $1120.9 $5qs.3 $56.7 $3.7 $820.7 
(2100.2) ~1095 .8) (586.4) (56.6) (8.7) (858.2) 

Purcha1e .t.uthorisa- $1605.2 t 970 .0 $579.4 $4.0 .5 $ 15.8 
tion.• (ReqDi•ition.a) (1568.8) 959.7) (547 .2) (40.5) ( 15.9) 

Requiaition.a Cleared 
fl546.9 t 958.8 $532.9 t:0.4 t 14.8 for Plu-ohue 
1513 .5) 946.1) (512.2) 40.4) 14.8) 

Obllgation.a (Pur- $1446.7 t 926.9 $466.8 $4.0.4 fi·3 $ 10.3 

ohalla) . (1408.8) 915.1) (435.9) (40.4) .8) ( 10.1) 

•Deli~eriea t o for- $ eign GoTernaenta $ 602.1 $ (79.0 $ 99 .9 $20.1 3.1 

at U. S. Porta ( 582.9) ( 465.1) ( 94.7) (20.1) ( 3.0) 

•Deli~eries to foreign ~oTernmenta at U. S. Porte do not include the tonnage that ie 
either in storage, in-transit" storage, or in the port area for which actual re­
ceipts ha~e not been receiTed from the foreign goTernmente . 

Note: Figures in parentheaea are those shown on report of September 19, 1942. 
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TREASURY DEPARTMENT 

INTEit OfFI"ICIE COMMUNICATIO N 

leoreta!'J lllorpnthau 

11r. Hotl1oh 

&ubJeot: llllipatnt of Pluu and fanke to the U. 1. 1 . R. 

During the el•••n-daf period ltpteaber 
ll - 21, 19421 57 pl an•• (Jl t1ghtere , 26 
light boabereJ an4 lb9 tank• (119 llgbt , 50 
at41ua) were eh1ppe4 to tbe loY1et Unien 
troa the United ltat••· 

. -

•• • 
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tab1t " 
llll1p11tat 1 ot P1111.. &JI4 tanke tro• the 

Un1te4 ltat ee to the U.I.I.R. • 

Planu 

r1«btere 

Bollbere 

1IW 
Light 

Me41ua 

total 

total 

119 

_s 

57 

• Baee4 on export 4tolarat10DI reoe1Y14· 

OwlulaUn Total 
Jaftlla1'1 1, 1~2 

\o ltptt!btr 21.1942 

.. . . 

1,7<>4 

2,759 
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Tabl! II 

llllpaenh ot Pll.ll .. 1.114 fanke h 
the u. s.s.R. bJ Kon'll• • 

fohl L1r;ll' 
P1cMtrl Botl?trt PltDII biW. 

Januarr , 1942 56 .. 6o 20 

Ftbl'll&rJ 12) 115 2)8 172 

larCh 68 170 2)8 159 

Aprll 120 5. 17. 287 

h7 52 42 9. ~ 

J 11111 127 104 2)1 14) 

Julr 12) 13. 257 1'>1 

Auguat 202 126 )28 299 

leptttber 1 - 21 ~ ..52 ..ll ..111 

Total 1942 u 
S.ptetbtr 21 909 799 1, 708 1 ,444 

• Battd on erpor' 4eolara,1ont reot1Ye4. 

Ke41ua tohl ,.,,. !lnU 

22 .2 

)8 210 .... 
258 417 

216 50) 

115 1)9 

206 )49 

157 ) OS 

261 560 

....ll2 ..m 

1 , )15 2, 759 
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OFFICE OF l...E.ND-l.E.ASE ADMINISTRATION 
FIV&Fif"'I'E'DI 22<1 SlREET NW. 

t R. StcU.in.,... Jt . 
.YMWtttd., 

T 40 Honorable 

WASHINCTON, D. C. 

bept.111bar 29 , J.942 

donry Wor&dnt.aau, Jr. 
~ocretory ot ~ne Treab~ 
Tro,.6W')' llep&rtcent 
,,J\SHlllG'ION , 11. C. 

D&..,. llen:ry , 

Thank you fur your luttur of tno 
2Stil, enclosing a cow 01' y our le~t•r t o 
bacretwy !ekes ana a cow of nio roply 
reintive to tha Rus •ian oil o•al. 

I appraeiatu your a..ving aont me 
~!lose .o t.QGt we ~t be l<opt •bro ... t ol' 
oevolop::.ents. 

l:.incara.l¥ yow-o, 

98 "" 
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' •""tttf'flJ H . D. 'WJtJU 
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..... 7 ..... . ....... ......... , •. .,.1&11 • nauua, 
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t:!.IBAJADA DE CUBA 
\l'aaninct on, D.c . 

l.lr. Harry D. \'illite , 
Aasiatant to the Secretary, 
Tnaaur;r Depart.:.nt, 
Tfaahincto~. 

II¥ dear llr. 111dh : 

September 24 , 1942 . 

Aa on previous occa•ions and pursuant to the 

suggeat.ion o! l!r . E. ll . Bom1tein o! your Depart.-

mont, I beg to enclose an informal lot.te r addressed 

to the Secret ary by the Ambassador, entering an 

order for the pur chase o! approximately $5.000,000.00 

in gold, pursuant to the agreeMnt o! July b, 1942· 

Sincsrely yours, 

(a;;d ) RAOOL HERROO-AJ> .. \!;(;0, 
Raoul Kerrera-Ar~~ 
~ecret.a.ry or ~ssy 

101 
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JMaAJADA 0 1 CUaA 
W ..... INO'TON, O. C. 

• 

September 24, 1942 . 

f!onoruble Henry Morgent hau, Jr . , 
Secretory o~ the Treasury, 
.lashing ton , D. C. 

Si.r: 

PUrsuant to the agreeent or July 6. 
19~2 , under which the Government or the 
United States undertakes to sell gold to the 
Government or the Republic or cu~ tr~ time 
to time unde r stated conditions, and to t he 
i nstructions received trom my Government , 
I hereby beg to enter un order tor the 
purohuse or approx1metely ~5.000, 000.00 
in gold, said gol d to bo earmarked tor the 
account or the Treasury or the Republic or 
Cuba at the l"edera l Reserve Dank ot NeYt York. 

102 

Uy Government woul d wish, it this be as reeoble 
to the Government of the United States, to meke payment 
tor t his gold at the ~vona brunch or any American 
rdnk which the Treaaury or the United Stutes may 
deai~nate, upon the receipt or notice or eurmerk1118 
and total cost thereor to the Cuban Gover~ent . 
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DEPARTMENT OF STATE 

WASHINGTON 

Dear Kf , Secr etary: 

I am eorry tor the delay in tending you 

the ~~aterial regarding 1apu1 a economic posi­

tion which you asked tor in our talk on Sep­

tember 10. 

An excellent report ot eome eighty type­

written pagee was turned in to the Department 

ot State by our Co~~~mercial Attacb6, a«r. J'rank 

s. Williame, but I believe that the brieter 

summary which we baTe now prepared, and a copy 

ot whiob I enclose herewith, will ue ot greater 

Talue to you. 

Jo .. pb c. Grew 
E.ncloeure. 

The Honorable 
Henry Morgentbau, Jr., 

Secretary ot the Treaau.ry , 
washington, D. C. 
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DEPARTMENT OF STATE 
WASHINGTON 

Septe~er 2~, 1942. 

Dear J.!r, Secretar1: 

1 am eorr1 tor the del&)' in eending JOU 

the uterial regarding :apan' e ecoDOIIli C poa1-

t loo which JOU aeked tor 1n our talk oo Sap­

te~er 10. 

AD excellent report or eome e1gbt1 tJPe­

wr1tten pages waa turned io to the Department 

ot State b7 our Commercial Attach!\, wr. :rrank 

s. Williame, but I belieTe that the briefer 

eummar1 wbicb we baTe n.ow prepared, and a copJ 

or which 1 enolase herewith, will oe ot greater 

Talue to you, 

Encloaure. 

Tbe Honorable 
Beor1 worgeotbau, :r,, 

SecretarY ot the Treasury, 
washington, D. c. 
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Jt!*l'• cb1er ...w.r.hili~ r-rl,r .. lMit ot -•• to .trw.tecio 
ru ott.erW.t. The ~ ot &riU pro4aoJ.Da the• 1'W Mteriala, 
ace 1 """ br ieolaUcD boa toner -• or Nnhbe4 poc!a, bu -
ah1ltod the priMr)' ~t:r to tnuport&Ucc aDd jii'OOI..SZ.,. .UtboQcb 
~ cepaolt:r, p.rticularl,r 1D .... .,..,t to ~ 1Dtlllatz7, bu bMa 
IXpliiiiJnc rap14l,r tor a 4eoede, the ~te ot 'IU' w1ll 1-.. -:r 
~ the 4-'"'· - iDdutr1ea a1rM4:r well .... b, • b ~ OD4 apcD 
~·DOt~ eoto!ollobo4 1D Jape betc... the oaUinalt or _., 

Jt!*' ..t 1Do- pzcAwtica ot ...,b1neo, .cldae tool&, OD4 1a 
p!>aral the wbola :N1J41e ot ..... hllrioated capitol 1004• wbicb the oataide 
world bu prn1.oual,r bee 4epeDUcl upo11 to oappl,r. To aplo11. the oil ot 
t.bo Netberllllllo lb41ee, Jape ... t cleftlop a petrel ... lllll retJa1Dc 1D4111tz7 
tar be)'CIII1 atJ:f prn1ou.ol.:r cleftl.oped or orpniaed br Jape. J.t the - u-, 
tho illllllar poo1t1ca or Jape 4-mo a larp Ml'CbaDt Mr1ae upoo wbicb 
iapor1aliot1c «XpeDtica plaoea an .-..r-1acreuiDa bllrdeDJ and atJ:f npena1GD 
ot tbio Mrobant ...-iDe -.....u:r placeo an 1Dc...ao1llc burdea upoo 1rGD 
ODt! oteel aDd &Mpb•fldlns capaci~. 

J.t pneent the J a,...... a.. 1D the poe1Ucc ot ba'fiDc p.1Do4 a t1rot 
objeou.,., 'lb1ob .. ao- to .....sed raw •teriala. Qi...., u- lllll oppntualt:r 
to cl ... lop the•, their otnDstb w1ll be YV'f peat. •• ,,., ........ 
obi ~ tbe taot ot cSnelop1Ds tranoport.1Dc aDd prooe•J.Da capacitiee lllll 
CrpniJiDc 1 larp eoala 1Jidutr1al erowtb wb1la ""JJI'l.T1aa tbe _..,. 4....S. 

. ~•t IIOclm> wr. Both altiMte poteatial ot.r..ctb aDd .....-ut ~Uao 
_..... --traw 1z1 t1111 ntaaUcD. 

Ppnr ot t.he st.att Orv the ' X m 
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,,.,. 
It io DO lCII&O'l' poeoiblo to Jadp .Japan '• tt-Sal poeitioe .., tM 

bo1iJ of poerl.ou Cll'iteria. Tbe sold .taD4ud 87lt. bM bee allou.bad llllll 

tbo c1.r'OUlaU... of ~ DOtaa 0111 be t1:D4 at tM w1ll of tM tt-a 

~~~DUtrr. the aow.,_,t ~ be axpeatecl to ..!nta!A a r.ao -bl• beleroe 

ot llrlnl coeta llllll -ae•1 eel l.e'f7 ~ ta requ1re4 to abeorb IIUl']ll.DII 

....w>p or to eoour. pr...,t lftlbeczriptioDa to baado. 

!be acopo of tM act.!:ritioo of the 8aDt of .TIJIID haw bee .,,, pel to 
ouch 111 oxteat toot it .....,.. 111 1.Ddut.rial t'i!loiDo1q 111111 ~ 

t:caoct1one 111 for.ipl """benp. It 1o 111 an.ot tbe oantnl bank of 'Uie 

llltire laot .Loio Spbel'o. 

le..,.. lm'P'kt'• at 2pgpp1=' jzaa 

!be Jopane .. haw a ~ dnelopo4 ~ of uploitatioe 111 ocOUjUd 

uoao tbt.t 1• 1Npportod liT • powdul adUt.arJ aow.--t. llllllipulatioe 

of -01 a- prom an atfeot.iYo - of di'Nl'tillr to JapaDNO ,... a 

lorp abare of toe ard1.narJ produot1ae of OCIIqMHCl -trioo 1 llllll pr:!: .. ta 

proaoU... within toe t't-rl< of aow~ dne~t -ji01at.1oel 

bu boOD 11114 to UIUl'l the fll:rtbu aploitet1oe Of Datur.l l'UCUW. 

Each ot tbe oonquar.d ......, or oountriu r.tailla a epooiol CN1'N11A17 

• diot!nct llllll iiiiNlated ~ toot ot toe otbel'o 1 :ret tiod to toe J apaDNO 

orstoa of oltl!banp. 117 tll1o - .Japa ., =ac-• HJIOl'&tia- the 
coaqool'Od ONU 1lb.1lo ..!nt.Sntnc a 0111tnl1ood -trol tt- !oqo. J~ 
1o 1101'80ftl' 111 a poeitioe to ootebliob tbe prioao obe w!.abeo to pq for ru 

oatol'iolo 111 oooupiod coa~~tl'Uo. !b1o bu s..ad1t.ta Olhmtapo tbat Cllll bo 

COI!tlllllod .., 1oDg u illtlat!.Dola!y teadODoioo or. otteot1wq a.battod llllll 

cirilllll l'Miotenoa 1o DOt too atrca&. Ill opdte of noll ~, JIJIID bu 

bolD aaabl.e to obtaill ~ llulobur1a 111111 Oocap1od CIWia tba ciM1Jood -titiol 

ot av!OIIltural p~cxtuoote 1 IOJboau 111111 oott.... ~· 

Dl 1p !ftttr:1•l• sttpat'm 
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In textil .. the Japmoe .. poeitiOD 1a aN ~. J &p&D bu 1111 ... I·=·· 
ot DJ,k &Dd a ...U...at.hUebed artUipW ti)pp iD&tutzT, !be aft!lobl• W. 
p:ocl~ion 11 below nor.l ~ta,....., dhcc:mtiq the YW:TJ.orcoo pr<>pOI't1e 

ot cotton .l.Joporta tbat 1D the put ....,t 1Dto textil .. torn ezpc:~. !ben 1a 

pn.otio~ 110 oottoD )ll'O<tuotioo 111 Jap&D Propar, bat the lal'p etootpU.e ot 
oot toD goode 011 ba4, nbetitut1.oola ot aUk &Dd ftTOll tor ootton pr1Dt goode, &Dd 
curtoilad dca .. tio productioD aJJd export& will probabl7 ocaMne to -t e1n1-

.. odo, 11oet ot the .....-ll!lllil nppq 1a- l.Nt, &Dd t11en • 1ne ODl7.., 
il>odequata mppq ot OOUM ~. pr1Doipal.l;r o- Ch1Do. &Dd ~ • ..t ot 
II> ·~ OOI!ddered nitabla ODl7 tor hlADiceta, ....,., oarpata, or the -et 
ldMo or cloth, It 1a poeaible tbat tbe tzo.eodoua llal'plua or lilllslk trca the 

Nothorl.aDda lDdiea &Dd the J'bU1ppl.nea will be UNCI 1D - • ....,.... to .U.titate 

tor 11001 b)' uaa 111 paMad, quil·tad ear-ta. 
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,_epU~ or "1'7 cODaicltonble axpm>ai011, but a .. n-~t1011 
probltll would be inwl'nd in Mld.ng it an1leb)t in P'M~ 1Dcrea.oed 
qaanUtteo to Ja~•• ttMl. center. . 

~ 

£xplo1tat1on or ooal in Ja~ Proper baa 11011 appl'Old.mateq attained 
1t1 ooonaa1o 11a1t. 'lftn eo, output 1e oona1cltrabl;r lett tban the deu.ncl 
nth.IJI Ja~ Proper, IUld the belan011 IIU8t be •t b7 onraeu illporte, 
o.nd by tho ehitt or coal-oco81a1Dg 1n4uatr1 .. to llanolmria, JCorea, and 
Occup1ocl Cbina. Adequate euppllao or coal are aftilablt in the oocupiecl · 
.,..., but tranoportetion dittioultiee .q pre"Nnt the t1111 UH of tbeH 

"'"""""'. There are &leo C(aplicati.OIIa tbet are a .tlmot1011 or t,pe 
o.nd quallt7 or coal, u well u of qu&11tit7. ~ .-., 10 tiHDtial 
to tbl •talluraioal indu.trleo, mat in put be lhlppecl into Japen and 
I oro a troa IW>olmria and llorth China; aDd antl!rloltt 1e tranoported all 
tbe "17 troa Indo-China. Tbea'e 1e a oonaidtrablt probl• or traneportetiOII 
in...,lvocl t"D in the diepoeiticm or tbe coal prodnotd in Japen Proper. 
llucb or tho coal troa JC:1uabu and Botltaido, u .. 11 u tbet troa raratuto, 
ouat bl ahipptd b7 water to proceaaing cantere wllere it figure• in 
l tpanAIH induatrial production. 

Japan 1• relatin~ well aupplied with twgttp, and enttWZPT ia 
available in China it properq exploited. Tbe forMr ab.ould -t 1101t 

neocla Cor hiflb tpeecl allOJao Japen baa MPQP'tt produoticm aft1lable 
within the ocmqutrecl areu, wbicb, wllen tddtd to tbat or Japen Proper, ehould 
anp!J eatitfT .. timattd requireeenta. Thil 1e in eclditicm to wbat appure 
to bt a huge pre-war etookpUe. Froa tbt Pb1llppint1 oan COM a prod...,ticm 
ot ehroa1ue 110re tban outficiant to ••t tbt iapliecl rtquirnente of utiaatocl 
atael p:oduot1cm, provided probleu of t ranaportetion are eol'nd. In 
Wk!l, bownr, Japen baa cmq an iDiutfioitDt produaticm rltbiD tbe 
&opiro, and 6o p1r011nt of tbe total product1011 aft1lablt 11 ooncentrettd 
in I OUthaut Ctltbea o Qnl;r G1 inaign1tl.O&Dt ElDdl111!1 production in 
I oro a 1e aft1lablt to J apen in all of tbe Far ldt. 

• 

Regraded Unclassified



110 

In 1tt4 epd aing tba lldequaor ot Japan 1 a auppJ.T poait1on appMra 
t<> depend principal.lT upon the auoo .. a the Ja~M baw 111 axploitiDc 

tho Bawdwin Jane ill -· Jape Proper produoea about ooa_.,ixth ot 
..,rul.l.ttd Nquu-eDte, alld Xorea lldda --th, There 1a a ..U 
proc~uotion ill 1Wlchur1& about which little 1a blow, Uld a wrr ..U 
- t 1n tba Pbll1ppillaa. Por tho reat, Japan mat~ 'IIJIOD atoctpU.a 
on4 tbt B&wdwill Jlille. In~ Japan produc .. probabl.T at booM DO.,... 

!.hill .,...third or ...... tourth ot requirnanta, There 1a a ..U pro4Uct1011 

1n ~~&nchuria Uld Xorea, alld another ..U -t 111 PNuoh Indo-ChiD&, 
For tbt rea:a.ining ooe-balt to ~tbircU ot DD1'IMl .......u.pticm, Japan 
rlll ha.,. to depend upcm ..U atcckp1lea Uld tba B&wdwin lillie. Japan 
Proper producee onl7 a 'ftl')' ...U UIOUDt ot wrgyrx alld there 1a DO 

oubltactial production or wrcun available to Japan aithl.ll the COI>qllered 

areao, although tbere ere potentialities ill China. Stoclq>Uoa ot •rcurr 
·are biUend to be ta1r4' larp. 

In tbe ligbt •tala tba JapaneM poait1011 1a relati'NJ.T atrcag 
altl>Gucb it 1a part1all7 dapenodect UJIOil aporte ot bwxite bw cooa1dorabla 
41otanoo . Japan 1a """ producl.llg al'r1RPI at an annual rate ot aboat 
150,000 utric tone, alld ecterod tho proaont roar witb a atoctpUe ot 
lillmUl auttieient to 1naure a roar'• producticm, Witbill Japan Proper tbere 
aro onlT ..U and relatiwlJ' unprofitable depoaite ot alu.ima ore . 
Scall &IIOUilt o ot bauxite tl'oll tba lludated IalUida aro beillg UMd . There 
11 a Japaneee alllllill1111 1nduatl')' 111 !Corea Uld IW>cburia adapted to tbe 
exploi tation ot tbe. alunite Uld abaloe ot theee areao, Uld there are larp 
ruol"ftt ot prerlouaJ.T unoxploited bauxite ill Shantung that the Japaneao 
are now c!OTalopillg . .Utbougb Japan bu be., uaillg the ebale, it 1a 
blllo'rlcl espbuia a1ll be giwu to ~nt ot the bauxite troa Bintan, 
I!&Wa, Shantung, Uld the llandated Ialaoda, beC&UM ot ita ricbnaaa , ita 
greater aaaa ot proceea1ng, Uld tba auper1= qualitr ot tba alllllima 
producocl troa it , Bill tan alld llaltiJ'a alone conld aupplT t.ba b!Pat oatt.&tad 
Japanaaa production capaeit7 ot tiniabod al1wlma, bnt bare aaaJ.n tba ~at1011 
will be 011o or ab1lit7 to organiaa proc!uction Uld abo.,. all, to transport 
tho raw Mteriala . Tba JapaneM pgaipa 1nduatl')', wbiob ia relatiftJ.T 
otrcng, uaao both - •tar Uld II&SIM'&ite Uldclolcaite bw IW>cburia Uld 
!Corea. 

btrQlfUI 
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Qh='vle ll4 leeb1W 

Japen baa a "l.L-oat.bl! abed !lber:'W 1p4pet,rr blat it 1a ti!NateDac! 
with a atr1npDoy in ~ eu~ tb&t 1a u -.oil a tlmot1aa or tranaport.at1aa 
u or production. Tlw .Iapane .. agb!pe ~ 1p4pet,rr ia bel1and not ~ 
odoquato1 an4 prochlot1011 or .... rwq MOb1Ded pro4ucta1 such u leer'no , 
1• not aurt1o1entl)' dneloped to -t all raqlliNMnta . .Iapan entare<l the 
n.r with aub<Jtantial etoclal or llllllJ' such machine £004•1 but prorloua heal')' 
dopondonco \lpoll the CNtaido 'IIOl'ld ror woh pl'Oduota 1a not lilall)' to be 
~iatal7 and o .. platal)' ropa1ro4, Preoiaion toola, Mchine part&, u 
n ll ao parta, plana , patanta, rol'INlu, and taobldoiana will llkal.J' be an 
i.oportant part ot AnT acoa<aic uehallge betwen the 1\lropean and the .Uiat1o 
.t.x1a. 

Inedlq'll&ta traneportat1011 ,_ poeftllta •Jor uplo1tat1on ot the 
ccmq""red ......,, and ..,.., Uld.ta oW 110-t in Japan Propar . .Iapan depanda 
buical.lt em 1h1pe, aDd J'P'D'U JldJi tmwe wu acaro.l7 adequate to ...t 
all tho Jap2n111 ahipping deunda berore Deoeaber 1941. It 1a 1Z to l~ 
a...Uor 1n aiM now, d\11 to the exeeoo ot oinldnp and daup ""~'""" 
oonatruotion an4 capturea, the erreot1Ye tloat UIO\IIlting current})' to a bout 
5,400,000 grooa tone. The efficien"T ot the •orohant aarina hu aloo been 
reduced b7 forced re10rt to conW7!ng, which dacreaaoa tho nllllber ot .,..,...... 
thAt a obip can make 1n a ginn tiM, 10 that ohipping ebortage hu bee._. 
a ujor .factor 1n llm1ting the .Iapan .. a wv atrort, To r .. edy thle an 
expaoded ebip bllilding prograa halo now been otarted, with prior1tT lq'll&l to 
naval ... ueliJ but little re!Nlt 11 expected f.- thie 1111tU 1943, Tho 
poaition 11 at preMDt reotriotiw rather than 4anpro'lll bowe.,.r, 

liiU t.rep1nortati011 in Japan, 1Wlcllllr1a, and the other arou 1a aloo 
o.,.rotrained , ltrorta are being 110141 b7 tbe Japan•" to rnedy thia throagh 
oxponoion in l......,t1w and car ,ooaotruction, and there bu belll ..,ch talk 
ot attoepting to oo.plata a rail line r._ (oro& t.hro\lcb China and down to 
Sinppore 10 u to relin. tbe trnendouo bllrden on .Iapano" ahlpping. It 
1a bell....,_, ........_r, that Japan will be UD&blo to co.patl a through r~ 
liDo aoro1a China within the DHr tuturo , Ccmquot1t ot OODtral China 1IOIIld 
hA.,. to c ... nr.t1 attar that wo11 new oonotruot1on 1IOIIld need to be IIDdartalton. 
The dittarenoe in pup between ChiDIII and ID4o-Ch1oo" raU lln.. 1IOIIld 
111101.,. additional ditfioultieo. To a u.ited degree raU tranaportaUon 
11 being uaed to replaoe ahipping al.roadT, u tor exaaple in the 'llt111a&Uon 
ot l!aipbong u a tal'lliDwJ ror ehipping lonicoo to Indo-Ch1na with '11M or 
rail beyond that point wberanr poeot1cabla, 

Due to tho llaiOIIal nat'llrl ot cortain 1111ntial tre<111 there 1a • 
greater deund tor ehipping apaco in ..-r, an4 banco the JapaoeH ohlppin£ 
poeition 1a Ughtaort at that tiM. To a cortain degree thie expla1Da 
Japen•1 relaUn 1naot1rtt1 in the lut rew _,tho. It 1a expooted that 
Japen will ba.,. a IIOdarata &IIOUilt or tannage aT&ilablo tor turtblr 
IUllt.v,. operat1011a attar October, but th1a wrpl'lll ohollld be tomporarJ <11117· 

• 
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1..-•a II 1• *""--tllla ~ ..-ter U.. _.t 1b1 141 ... 
jMl! ... - Wi-....,... tM .... e6 -· ~., Zl ,.... 
...u. .tu-ft, ,_ tat 1, - --UT t.n11o1e •-'*' a.. WNIIIM ..u.. .... I I I'-· ... ,,. I w .tZI t I ,.., 

...... w, .... n-.u~ta..:u..,--...r. .. -~s.e .... ,...,.,u.. D -u wt ~ •unnu, ... ,_,., w. ._., '- _..., r. 
-u.&U., tM II '9 .t- ...... - IMoU tM l.SPUT• In S.t ....U 
M ... eiM4 taoM U z.,... le ell e4 to eae .. U"rie ... eQlalt Ill de. 
allT tile ,...,._ lloe llu _.., .,_. ,..S.t!a wU1 W 'lie .,_, wtot I 

l .... 'e ..._...., II dM1~ --tao.. dl1tlri1Tt lq Sa -
N ,...,._ua _. t 1t r-. .t nl&U.ftll' et '= ft -· ~ u.P, w ""'-'Ul s.e ,.-u.1 JIIUie&' .,_ w' t ld ._. ealftl&W .. ,, p n 
\e IJI1IIAl8 - tM Ullit!J e6 ....... ,. ' ' I 8 - to ,_q - ide tM 
,.rtet .._ tM '-eft.to .t 1111¢ -u 'lie ... , • .,. ....U- • • a 
1IIUIIS.aln 

1M l"li1a.aiMIIU.111.lVR At * .iZa•• 7 E 

Regraded Unclassified



113 

-. *fo A prr'l!r- wq' I " Ue ollrt u. 1e 18c U .. ,.. 
u .... all s. ..u ...... ~ ............ *'-' ..... -"" ...... ... ..u..u.- el ............. , 1a ... p_,._ el _.,. 
s.-tria1 ~ wlW.--... 2 s.a 1a-' ,_.. ... 
... ... ....-.,s.a - ,.,. - ~ ... - ... orl•1

• ia -'lllllda, ... 
~ JW••"''la, _. ._ Nltppl-, ....... aU - :U.U.S wt.tll tMN 
11\W talT "' IIJdiiJdac· 

PI'IIIUeal _... at.t.a el "-111NU. .. ..uu..u. .r·-. -
aWiall nW v .... 1alu\l7 -u - v liiUav, t!: et~on, t!:d • 
~ ....... n ••• _.. _____ « "-.w 
lw ~ ..wn- al-. te lte IIIII' ""'•l ..-, _. llaft a 
-'1-W .... ia *'* al' "IE .. .., ....,. - el UIW)Irt.-
U.. Gift. 1lrt.U MlllllU.. ia -'nllllda- .....,,. ... ,-u- .r 
la4 b-sn'W.Ua- ...... .,. 0 n.. "' ' ........ I t _.,. .... 
I ' PI ..... fth=!tl• - .._ tnm.e, ... • _.,. 1aliJrtdee -saNJ M _... ...... W lllda S. .,_ V ._ I Ill' pldwl 11-.ft 
ot tilt~ ..,US t!:d l .... U QJLW~ ati Q"BC V ....,, .. 
~-IDIEIR'•peia\.Cn., ........... ~.r~-
- ...... , d ' .r _.,. SMrrt.a7 ia .s.lo u - .,.... t!:at .. 

I - .C l J SPI II d• -*iU.. wJ.~ tlj t ..... a ~ 
Ill (II Pi ... ,..lft.eat,la .C W CldM.. 
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THE BRITISH SUPPLY COUNCIL IN 

---·-··" . .,..._ WYI IWC.D.O. 

Septeabe~ 29, 1942. 

Dea~ llr. SeeretarT 1 

I aa wo~lt1D& on the ticure• 1D the 
letter which ;rou handed ae :r .. terda;r, and bope 
to be 1n a position to write to :rou sbortlJ. 
It I •• 1n BD&land aho~tl7, I will abow the 
letta~ to the CbaDeello~ ot the Bxcheque~ wbo 
will, I aa sure, be st~ck with this ~•cord ot 
your etteetiva helpfulness ovar eo long a period. 

Tba ~eeeipt and release to~ the 
cheque baa been eoapleted and forwarded to the 
War Departlii8Dt. 

Yours a1neeral7, 

'Hl~ 
t. Phillips. 

The Honourable R8B%7 Korsentbau, Jr., 
The united States TreaaU%'71 

Waahincton, D. c. 
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COI'I 110. I 3 

orrqL No. lJ7 

InformAtion reeoivod up to 7 A.M., 29th Sopt .. bor, 1941. 

A Creel< ou-..tne Oft pat.rol in tM Adl!All Ml eunlc a l,SOO 

ton ship ...: a Caiquo 2Jrd. On• of S.M. Auo~ d11troyore ,.., ogrolmd 

oo tho oou!.Meot oo08t ot l'DI)R. Slle wu oubMquooUJ cluapd bJ 1\lroro.l't 

atld hid to bo doot.royed bJ her crew. 

2. MILITARX 

!WlAOfiSCI\R. On tbe 26th our fo~ troopo copturod I'C.'hliTY 

a.out.h of 1'Ait\NARIVE alter elieht resistance, (tcn(treJ. Platt with o. amall 

ttdvtt.ncod haadtluartoro reached tho capit.al. On tho 2'/t.h our !'lfLtrolc wore 

••llyld by domoUttono )2 mllos south of TA.~Alii\RIYr.. 

J. AIR OPfM"l'IOIIS 

W.:stli!!!! f!!OOT. 26th. ,_ aq""droao or Sptt.tlreo proVided 

escort. and rMr conr to a ton:a&t.icm ot 19 U.S. rort.ru••• Phlcb ...., de­

\&lled to attack an ae:rod.roae 1D BIUtAHHI. Owt..na t.o bad ••thor Ute t.a.rpt. 

wu not. locat..d. U SpU.tlroa are .tasl.ng and ) 1101"0 o ... eh lc.nded l.n t.hia 

eOQntry. 

~· On Uts 27th ond 2Btb eo"'"" aJ.rc>Nn bombed the 

centro of SfALDORAD anc1 Ruao14n reinforcon<Jnt.a on rnUwayo in tho lowor 

VOLGA area.. At.t.aoka "'ro &leo ¥do 011._ t.bo port ot '!\lAPSE. 

4. HQMB SECURJU 

28th. s- bcabs dropped at COU:HESUR, killed 7 peroono 

and ooriouo!T _,.,ld V.. 
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TREASURY DEPARTMENT 

INnlt Of'l'IC& COMMUNICATION 

.. orotarr Mozorathau 

Mr. Hon1ob 

JubJeot: Ja•al Iato111 .. aoo a.porto on laY&l ~.e .... 

A M111tary Iato11tsonoo ott1oer hae 1ator.o4 
.. that Ja•al Iato111JIDOI 1e.uoe two eor1oe ot 
roporta oonta1nln« a~~ppoeo4lr oCMiploto tl«UN• on 
the aaY&l 1o•••• or the Oa1to4 ltatee &114 other 
ooutr1oa. Howe••r, X b&•o not aue4 loYal 
Iate111«•••• tor tboee roporte, beoouee a aa•al 
ott1oer hal told .. 1n ooat14oaoo that tbo1r 
ea1etonoo 1a auppooo4 to bo • o1ooolr ruor•o4 
.. orot. 

Tbo roporta aro (1) 1 ta.bor ot na•al •••••1• 
1oat 1ao14oat to tho proaont war• aa4 (2) •tn•••rr: 
Un1to4 ltatoa aa•al Toaao1a 1n 0 ... 1ee1on' . 

llb 
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TREASURY DEPARTMENT 

INTeR ~ICE COMMUNICATION 

.. orotarr Morsen,bau 

Jr. Honuh 

11 1 

8~bJtOt I 
SU8&arJ ot Intolllcenoo fteport1 

RytiO•Qtrlfft rroat 
A reoont report ot the Ottioo ot l t ratogio .. rY1ooo 

oone14or o it probable that tho la&il wi11 l auaoh an 
a\taok on ~nlk anll the ltola Poninoula th1o tall. 
Aooor41Dg to thh report, the O.II'II&JII probabl7 ban 
eutt1o1ont torooo to tlko Juraanlk whono•or thoJ tool 
that 1t 11 worth the 1aoritloo. It 11 1tatoll that 
the la&11 baYo apparentl7 taken o•or the north F1nn1oh 
eeotor , whore th17 ha•o ton 41Yie1ono, ti•• or wh1oh 
are oounta1n 4iYil1ono, otationoll. Aleo1 tor ooae t1oo, 
the Oeroano ha•o hall in th1o ros10n a euoetant1al air 
tor oe tor oporat1ono asa1net Juroanok, Arohansol, end 
all1o4 oonYOJI on route to Auooia. 

An attoapt to oapturo Mo1oow th1o 71ar i1 oonl14ero4 
to bo unl1kol7, tho period botoro tho bes1nn1ns or wint er 
weather bo1ng too ohort to aooaopl11h thlo onll. I t 11 
oono14oro4 tilat an attack on I.oninsra4 11 a .ore 1U017 
poee1b111tJ . th11 woulll probabl7 tio 1111 41tt1oult than 
an ottonehe asunot aoooow , 11n00 I.on1Dgra4 .. , bo 
runn1ns lhort or ouppl1oo. Lon1JIC'rad hal boon out ott 
troo o...un1oation with the root ot tho oountry ~oo 
the 1oo .. ltoll on Lake Lallosa laot opr1nc. •~oepr-!or 
eooo boat aftCl air tratt1o aorou tho lake . 

(0.1.1. , •tho War Tb11 Week', .. ptoobor 17-24,1942) 

F1nlan4 
Tho Ottioo ot ltratog1o SorYiOII roporto that tho 

reoont otatoaont ot tho rlnn1oh I.osat1on 1n Waeh1ngton, 
t o tho ottoot that rinlanll want• to otop t1ght1ns ao ooon 
u hor ooourU7 11 guarantooll, dote not roprooont tho 
at t 1tu4o ot tho r1nnioh QoYorD80nt. 

(0. 1.1., • t ho War !hie wou•, .. ptoobor 17-24,1942) 
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6t'ort4 rrgtto!lon for ltrwy Lto•ot 1.,.U 

A repon troa V1oll1 etatee that tbe oersane are 
1
xper1 .. nt1ns wlth araorel plate tor thl proteot1on 

ot loooaot1Tet, apparentlJ 1nl1oat1ns the euooeee ot 
~· • · ' · boab1ns• •t 1oooaot1•e•· 

(U.K. Operat1one Report, 8tpteaber 26, 1942) 

!urk1th ltutra111J 
P1•• proainent !Urklah 141tore are on thelr W&J 

to the Un1ttl Btat tl bJ w&J ot Great Br1ta1n, to Ylew 
tor thtaee1•e• thl war potential ot thl Un1te4 Stat••· 
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(o. e. a., •!be •ar !hle •eet•, 8tpteaber 17-24,19'2) 

•• • 
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10: Secretary Morgenthau 
FR<ll: Mr . Gaston 

September SO, 19~2. 

General Strong phoned Pehle at about 2:15 yesterday that our 
proposed joint letter to the Secretary of State , recommending that 
U=unlty of diplomatic correspondence from examination be revoked, 
had been referred to the Joint Intelligence Colllllittee; that the 
Co=mlttee would meet at 3:00 o' clock and would be willing to hear 
representatives of the Tr easury. I attended with Pehle and Bernard 
Bernstein. 

I was invited to state our case , which I did, saying that we 
had definite indications of substantial leaks of information through 
this channel and that we wanted to r alae the question whether any 
comparable advantages were gained, which we doubted. Pehle supplied 
some instances . Berle for the State Department asked what authority 
we had for the statement that we were convinced that our enemies 
obtained advantages through pouch communication exceeding any gains 
to us. I said this was be.sed on our own information an.d impressions 
plus our conversations with General Strong and Under Secretary 
Patterson. Strong admitted that I had stated correctly the opinion 
we cot fr om them, but added that the Army would be embarrassed, par­
ticularly in distributing codes , if our pouches were subject to search. 

Berle said the problem was not new, that it had been the sub­
ject of continuous study; that our espionage system enabled us to 
know pretty well what was going into foreign pouches and could take 
action in specific cases ; that it would be very dangerous to tamper 
with Swiss pouches because of thei r representing our interests in 
enem,y countries. 

Admiral Train, representing the Navy, said it was their view 
that military considerations ought to govern; that the advantages 
of the present system outweighed the disadvantages and the NaY,Y op­
posed any change. General Strong's views seemed to have changed 
since we talked with him in Patterson' s office on Saturday. He said 
nothing to support our position beyond admitt ing that I had correctly 
reported his former position. 

Colonel Buxton, Chief Assistant to Donovan, mildly.supported 
Train and Berle. Neither Fowler Hamilton of B.E.W. or Milton Ladd 
of F.B. I., who came in late, had anything to say. 

I got the impression that the decision had been made before we 
entered and our hearing was merely formal. 

Nr. Bernstein's memorandum is attached. 
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.t.t the 1A'Iitat1GD of Olllu'allttrclq to )lftect the tn.....,. 
Do~t•o poiAt of Yiw wit!ll'NpM\ to the~ pou1a 

1i11..Uca, *""• o.toD, ~ • ...S a.m.ta1A 8\\eaMd a -ns.c 
o! tbe JoiAt InteJ.JJ.&-ce a-itt.H ot the ec.b1M4 Cbatll ot ·~· 
Pr.,..,t tar the JoiAt IJlto~ a-ittM -. a..nl. Stnlla, 

boad. of JntT o-2, A*iral fraiA, D1notor ot I&Yal IDtolli&'eM, 
.1.. A. B.ra, Jr. ot the Stato D~operteeDt, J'Wlel' a-utca ot the 

Bolnt o.t Bccmc:.1o 'lllrtG"e, Co'-' Baxtca of the QtfiM of atntc,U 

&emoeo, ...S lfr. Led.d. ot the :r.a.I. eo- 1A late. 

IINero. Outca m!. PehlA dMGr1bed. 1A MtaU. the ~ 

ot tbe 1'ft&nl7'• 1Atuut in the dipl-tiA poula probla .. cl ~· 

11bidl baft "bMA ~ of the m.- ot the 41p'--tte pooaoll tar 
b-tn•hdcm of -•iiWT 814 MCG'iU.. 1A 'f1ol.A1& ot tM t:z rl'll 

ceotl'ol Ol'dar, u ...U u 1Aio-.. of tzoene1•1.GD of 1AtCift&t1GD ...S 

Mt.rial ot 11111tlil7 o1p1t1-. Mi'· Jlu'lA uD4 tar oar lllltbo1'1V 
tar tbe tollOIIiJI& .... - 1A the p-opoHd attar• 
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Ill'. Berb aleo Hid that .. had an upiaaac• qat. that -'>led 

us to laloW prettr ...U wbat ...,t into the dipl-tio poac .... at otbar 

countries 1 U n len., that dal\cllrOIUI Worution it co1nc into the 

pouch, we would either co after tha MD wbo put tha lnt01'UtiOD 1n 

tM pouch or ope the pouch 1n ncb a ~ aa not to ilnite retaliation 

an4 extraot the d0011aeDt. Berle wo aucceoted that U .. exaw1Ded the 

swu• Govel'llllent'• pouchet it lli«bt O&llll Switaerl&nd to re.tllat to 

rtpreoct ou.r intereate in IMIIIT area.. 

In ebort, lir. Berle'e poe.itlon ,.. that the Stete ~ 

recofllllsed that dllr1Jli war the al.llta!T e>onaideratiOII& ftl'l predtw!Nnt, 

but that he. the elllta!T paint ot '11., no chana• eboald be aade 1n 

tilt present method ot dtll.inc WS.th the diplcutic poo.ch. 

Adll1rll. !r&1n ot !lull. Intell.i.pnce atated it -. the '11- af 

tM Na-ry that aUituT e>oneideratiOII& ha.,. priorlt)' on the attar 

ot the pollOb clllrinc war tiaeJ that the Na-ry felt that it wollld set 

110re wt ot a continuation ot the pr,..ent 11•ta than 17T abaodontnc 
1t1 that the lla-ry concurred in Mr. Berle'a atat.Cit that .. had 

wa,ye ot knowing what nnt into the diplcnetio pouchJ that throusb the 

pouch the Na.,. can get 1 te codtt and C>ipbere to 1 ta me ooattered 

~out the world and that tb.1a -. ft%7' illportaot he. the point 

or rl., or con""T' 1 and that the linT eeldl about 800 pOUDda ot M1l 

eech week throuah the pouchu to 1 ta • n in Solltb and Centrll. AIDerioa. 

!!e eteted tlatJ.:r that the 11&'07 cll.d not 'nllt to adopt the policy in­

dicated in Ollr draft ot the letter. 

General Stronc s tated that there were ~ pltoea 'ltbtrt tbe J.rrq 

wovJ.cl be aburaaeed U it did not baTt ,.. ot the pollOb, pertlcularl;r 

l'roa Berne, He did n.ot take a poa1 tiOD ec.parabl• to the one he too1r: 

at the •"tine in Under S.cretuT Pattereon'e ottiot lut Sat.urdq. 

On the coatr&r7, the t• ......nc. ba aade u ...U u b1a eUcce appeared 

to wpport the poe1ti<m take 17T Mr. Btrle and .ldll1rel !r&1no 

Colonel Bw<tao, wbo 11 chief ue1etant to Colonel DonoT&n ot 

the ottioe ot stretecio Ser'l1eu, ep<ikt ft%7 brietl;r and indicated 

he wae impreeaed by the 1te-te udt 17T Adll1rll. froiD and Ill'. Berle. 

Colonel Bwtton d1cl not ~t tbe 'l'rMallry poa1 tion, 

Fowler llailton ot B. E.W. oa1cl he bacl notbiDC to ~ on the 

utter. 

.. . • 
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September 30, 1942 

I spoke t o General Karehall this morning, and he 
knew all about the misuse of the Diplomatic Pouch, 
and told me that Stimson had been to see Hull about 
it yest erday and that Hull is quite excited about 
the matter. 

• •• 
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Septeaber SO, 1942 
9:00 a ••• 

DEFEIUIEN"l'S 

Present: )(r , Patterson 
Ill'. llcReJUolds 
Jlr. KoNutt 
Kr. Gaston 
Jbo. Thompson 
Ill'. Stennson 
General Hershey 
Co~onel Fitspatrick 

H.M. JR: .Just for the benefit of llr. Jfclflltt -
I don't know ae you reaaber - three or four aonths 
ago I ·raised the question about the exemptions tor 
the Government personnel, The President aeked me to 
do it. 

We haTe had two meetings, and with the help of 
these gentlemen we drew up eoae regula tiona ae to 
Government employe11. I want to ear thie meeting 1e 
purel:r infol'lllil and inforatin to... .h a result 
of a trip I •de, throu.ldl the courteey ot the iniT• 
laat week, I wae at For( Dix at the reception center. 
Remember, at the laet Meting, General 114rehey - I sort 
of got the impression - maybeJKrong - they aald they were 
~ing to start taking the younger men tiret and take the 
older onee later. 

GKNXRAL HERSHEY: That wae the dieoueeion. 

H.M.JR: Wasn't that the tenor of the diecueeion? 

GBNBIW. Hl!R31if: y.,, 

H.K. JR: 11len I faa.d theae hundred and tUty 
men who had been in the U., twent;r-four houra, I 
nner eaw a aore depreuing eight ln 117 Ut•i awl I 
&eked them down there U they would juet piCk a hun­
dred oards out and gin ae the agee and oooupe.tione. 
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Ot a hundred un, forty-six were onr thirty-the; 
twenty- eight ot thea ~ere between forty and forty-tour; 
and three were torty-fiTe. How are rou going to make 
soldiers out ot men like that? Certa1nl:tin combat uni ta -
it is beyond me. I am aore interssted in that. 

I know I am a 11 ttl11 bit out ot 1111 department, but 
it affects us. l(r own excuse t or bother ing you people 
ia that enrr day7ou are taking aen out of the Trea8U1'7 
over forty; but that ian' t u important u what I saw 
at Camp Dix, because I realq was shocked. 

GENERll. IIERSHEY: Did fOU sa7, llr. Secret&rr - these 
inductions are all on a single day or oTer a period ot 
time? 

H.K. JR: No, I walked in there, fOU see, and I 
said - the Colonel ' s name ia on the outside, and I 
waited and took a little time - I said, ~ow, would 
you do me a f&Tor? Just pick up the first hundred 
cards- juat any hundred c&l'ds t hat oame in tod&T," 
which he did, and there is t he result; the men, their 
dependents, and their occupations before theycame into 
the .lriJ,y. 

GENERAL HERSHEY: The point I wondered about , this 
is quite ditfereat than the OYer-all figures on induc­
tion, and I ea just wondering if 7ou hit a bad da7. 

For instance, I han a frielld that took a renaent 
at a certain period in June, and he thought he got all 
the men in the A:nq that had no teeth, but he happened 
to draw just about the time that we ohanged the regula­
tion. I wondered whether that was indicatin. 

H.K.JR: It • s what I saw for that daf, and I 
talked to some of them. I am sure that the Colonel 
would not stack the cards on me • 

GENE!W. HERSHEY: No, that 1a quite true, but I 
thought that per haps on a sin&le d&T--

H.Il. JR: ire fOUl' figures worse? 

•• .. 
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GENEIUL HERSHEY: No , no. For instance , the 
forty-five - we have about two percent, aged forty­
five, in the two million three hundred thousand in­
duction. 

H.M.JR: Well, I am sure that that waa correct. 

121 

GENEIUL HERSHEY: I don 't doubt it, but the thillg 
I am pointing out is tba t you might hue struck a day -
you might han gone back another day and found that, 
for some reason or another, you bad a lot of younger 
men. 

H.'Y.JR: Now I aa getting into the realu of just 
opinion. My i.lllpre sa ion tba t I got waa that this was a 
typical day, but you can nrUy it. These are actually 
one hundred men that came in that day. 

GENERAL HERSHEY : One reason rq flgurea would not 
be a good answer to yours is that rq figures only go 
up to July 31; yet we were, of course , taking older 
men before . July was a big call month - three hundred 
thousand, net. 

H.V.JR: Tbia was either Thursday or Friday of 
last week . Does i t gin the date? (See attached letter) 

lLR. McNUTT: No, i t don not. 

lLR. GAS'l'Cif : 1 t was 'ftluraday, I think. 

lLR. JtcliUTf: The 24th. 
GENERAL IIERSIIEY: You see, we ban still thirty­

five percent between twenty-two and t wenty-four -
thi rt)'-fiu percent in total. 

Now,on enlistaents, we have more people above 
forty- five - a larger percentage than on inducti~n . 
Of courae, that is due to the fact that they enl1st 
be tween forty- five and fifty, and we do not induct 
between forty- f ive and fifty. 
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H.Y.JR: General, let ae ask 7ou this queetion 
again. It wae not quite olea~ last time whether it 
was 70ur responsibility, the ~·e, or the local 
draft board's. 
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GENERAL HER!i!EY: You mean taking the older aen? 

H.J.I. JR: No, taking the fO\Uiger aen f irst. 

GENERAL HERSHEY: It is the same question. 

H.ll. JR: Yes. 

GENERAL HERSIIEY: ibe local boards have no reason 
to defer a man !or age if that ie the onl7 r eason the7 
have to defer him. We · do have the power to change and 
defer men by age; t he law i s broad enough. But we have 
never 7et come to believe that there was any particular 
intention of Congress involved. There have not been 
enough users of manpower, either industry or the other 
side, that have brought the ques t ion up enough to 
seriously - that ie, we never have come to the conclu­
sion we should do it. 

I said the other time that it ie possible, but 
there are some things on the other aide of the picture. 
Tbat ie, fOU are going to, inevitablf, get quite a 
lot of those older men. There won' t be maD~ of those 
who pass the phfaical. I have aome figures on that . I 
wouldn' t ask you to take them too aerioual7 because 
they are baaed on our experience in the past and we are 
now changing our physical requirements rather rapidl7. 

H.loi. JR: Supposiu you walked out of here thla 
morning and you said, YI want to change this and I 
want to take the men below thirt,r f i rst. • Could you 
do it? Have you got the authoritf? 

GENERAL HERSHEY: I think there is power in the 
Act to do it, yes. 

H.ll.JR: You just 881• "We won't take any 111111n o!er • 
forty. I am going to take everybody under thirty, brat. 
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GENE!W. HERSHEY: I think there h power in the 
Act, yea. 

12J 

H.Y.JR: Welll I am just one, and I have got - I 
mean, ae I ear, th e is pure~ informal. · .l very 
alignt repercussion on the Treasury is unimportant 
compared to getting a good ~. but just as a plain, 
every-day oitizen, I would like to urge you,1ust in 
111 capacity as a citizen, to consider that th ng. 
After what I saw there, I real~ was ahocked, General. 
It wae the moet depressing thing I have seen in a long 
time. lfind you, the same dar I waa over on the other 
side and I followed combat troops right from the stag­
ing area to the ship's side, and when I followed those 
men - they had been in the ArDr one to two years -
they were the most magnificent men I have ever seen. 

(Yr. Patterson entered the oonterence.) 

GENERAL HERSHEY: Mr. Patterson is muoh better 
able to answer for the .lrmf than I am, but if I were 
garrisoning .& post somewhere, and there were very 
little chance of attack, and yet it was monotonous 
dar aft.r dar, week after week, year after year, I 
would rather take men that were not too young, because 
they will stand the monotony much better than these 
twenty-four-year- old youngsters. They go all over the 
country the first three or four week•, &nd tall ott the 
clltta, and drown where the water h deep, and then 
they want to do something else . 

liR. VcNU'n': .lnd they do do something else. 

GENKIU.L HERSIIXY: And there are hundreds of places 
in our stockrooms, and operatine a lot ot things, where 
an older man will get a good f1t . For instance, try 
to uae any youngster in a fit room. He will throw the 
first thing at him, and if he complains he will 8&1• 
"Wine didn't fit, either; get moving,• but the older 
fellow will spend a great deal of time. I am not try­
ing to sell the ol der aen; it doesn' t lll&ke 1111ch differ­
ence except the aore agee cut ott, the heavier the 
burden on the ages you do not. 
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B.K.JR: I would like to explain to Wr. Patterson, 
as an excuse !or thi a cCIIIIIIIi ttee - thil informal 
committee we had before to help the departments on 
exemptione - I use this committee aa an excuse to report 
what I saw at Camp Dix induction center last Thursd11 
when I was up there. I think it was the moat depressing 
sight I have ever seen, to !act those hundred and fifty 
men who bed been .in the~ tor twenty-tour hours- to 
aee their ages and their pbfsiotl conditione. 

I said the impression that I had when we met here 
about a month ago was - I remember 70u seemed surprised -
there would be a tendena,r to take the 7ounger men first. 
I just checked that with General Berahel, and he said 
there was that discussion. 111 I am do ng now ia - the 
fact that they are taking a lot of men over forty out 
ot the Treasurr is unimportant compared with what I &II 
taking the liberty of bringinf to you people's attention, 
just as a plain eveey•day cit zen. 

I am raising this queation1 1lhT not take the younger 
men first? How can you make combat troops out of the 
forty-six percent of the men over thirty-five? 

llR. PATTERSON: You can •t. 

H.K.JR: !low, Ge.neral Hershey said there is two 
percent over thirty-five. 

GBJfERAL H.ERSHEI: !lo, that ia thirty-tin percent-

llR. P1TTERSOII: 'Jhe average, I underatand to be 
twenty-five. that ie too old tor the average age. 

B.K.JR: Bob, I have aade rq explanation, and I 
hope nobodf will mind rq brin~!f thia to them, but it 
waa - I don 1 t see how 70U can e a oomba t Army out o! 
men - th~ kind o! men that I saw there. 

llR. PATTERSOII: I saw the same thing fOU did out at 
Camp Leonard1bod, coming right in there to a combat divi­
sion from the reception center - and baldheaded men. 
I don't know what their agu were ; I with I had inquired; 
but they were obviously well up in years. lfe have had 
this policy ot protecting the young Pn - foolish. 
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H.K.JR: One other thing, I asked General Hershey 
lf he felt he had the authority to ohanr this - about 
taking younger men - and he said he t al he could. Now, 
that ie that. 

liR. PA'l'TEROON: Of course, the change t hat took 
place two or three weeks ago in regard to college 
students will be wholesome . That will help. 

GENERiL HERSHEY: J. gre&t deal. 

IIR. PATTERSON: I hope the Na'f1 doea the same 
thing. 

GENERAL HERSHEY: We are going to begin to get 
acme of these youngsters out ot the factories . we 
can't do it all in one month. 

TWo point six are &boTe thirty-eight on induc­
tio~1 out ot two million three hundred thousand, in­
olu41ng the month of July. 

Ot oou.rae, it~ be getting worse, now, but, on 
the other hand, the onll thing I am frightened of ia, 
if rou go to two or three other induction centers you 
aigbt get a dif!erent feeling. 

it? 
H.K. JR: Fort Leonardlbod ia near St. Louis, isn't . 

• 

liR. Pi'l'TER9>N: Yea. 

GENER.U. II.ERSIIEY: Were the ~~&jority o! them bald­
headedt 

liR, PATTERSON: No, I wculdn' t aay that , of course. 
I was struck by their ages. 

IIR. GlSroN: Do you han tigurea on how IIWii1 men 
you can uee of these older agee - how II&Q1 the Arm1 can 
use to good adTantage of the older mtnt 
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GENERAL HERSHEY: I think the Under Seoretary-­

KR. PU'l'ERSON: .A. good lll&ll¥, but the aver&ge age 
ought to be younger than twenty-liTe plua. It ia 
somewhere trom twenty-five to twenty-six, isn't it, General ? 

GENERAL HERSHEY: I think eo. I could give you it 
very r apidly. Two point aix are thirty-eight and above, 
one point alx--

KR. McNUTT: !hat ia not too large a proportion, 
do you tblnk'l 

KR. PATTERSON: I think the anrage age ought to 
be brougbt down. 

GENERAL HERSHXY: We have about fifteen percent,or 
a little higher, in the thirties and the rest of them 
are below. 

KR. KoNU'l'l': Eighteen percent, and eighty-two 
percent in the twenties. 

KR. PU'l'ERSON: !hose men can be used. 

H.M. JR: I think something haa happened the last 
month or eo. 

GENER.A.L HERSIIBY: !hat la true, up to July more 
men of torty-tive were inducted than ai torcy-tive and 
tort)"-four since. So I-

H.V.JR: Well, all I can .do, aa I say, ia bring i t 
to your attention, and aa I sq, I am simply doing it 
aa a citizen, that is all. I think it ia t~rrible - the 
sight I aaw. You aq you saw the same thing. 

KR. P.A.'l'l'ERSON: Yes. 

H.K. JR: General , let me ask you another question. 
What la the matter wi th taking the eighteen and nineteen 
year olds? 
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GENB!W. HI!RSHEY: lfo thing, elr, 

IIR. KoNUTl': Nothing. 

12 / 

GENERAL HERSHEY: I have been on record time after 
time--

IIR. PATl'ERSON: I will tell ;you the status of that . 
Ot coul'le, the bill has been introduced in Congress, 
The War Department has written a letter fnoring it 
and sent it to the Bureau of the Budget for approval, 
and we have not ;ret received an answer from the Bureau 
ot the Budget. It has been about three weeks, I 
beline. 

GENERAL HERSHEY: We have a letter- -

IIR. Kcl'IUTl': I think the testimon;r of all of us 
has been in favor of eighteen and nineteen - it has 
to oome. 

IIR. PATTKRSON: We have not been able to ge t the 
letter released ;ret. Of course, it is most urgentlT 
necessar;r, there is no doubt of that at all. 

GENERAL HERSHEY: If that would paae,you would 
d11111p into the -.npowu pool a ailllon and a half, 
av&llable for service. Pl'obablT a third of them would 
go to the Navy, it they do u well u they ganerallT 
do, but at least the .lrJV would get about a aillion 
and that would be several aontha - three or tour 
months 1 supplT, 

H.K.JR: O.neral, not wanting to preaa you too 
hard, but just a little, is there an;r reason, while 
that is pending, that you could no t give some inst~c­
tions about, as I sa;y, not taking them over forty w1th 
dependents - married men over fort;r? 

GENERAL HERSHEY: Yea. Of oourse, Kr. Secretaey. 
I am being shot at , and very properly so, by the fact 
that now, before ;you can take a man - has he children! 
Baa he two, three, or four children? Is be li!ing with 
hia wife, and so on. we go beyond the occupational. 
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That h, I &II not quarrelling; I thlnlt we han got 
to look and see what he ie doing; I think we have to be 
verr carefUl we don't take him out eo that one plane does 
not appear this month that should - or this day. But it 
is getting to the place where r.our poor local board hae 
got more rules that they have to apply before they can 
take anrone - and I have no quarrel wi th this, but it 
you do t, it will be thirty days before it will begin 
to take, unleae you atop induction thh 110nth. I am 
~ng to put halt a million men into induction centers ; 
I am having dit ticul ty. It we add one 110re I think we 
ought to be prepared to l o11 twenty or thirty thousand 
men - perhaps not. It they are coming such as this would 
i.ndlcate, then you are going to lou halt ot them. But 
I just can't believe that this - aaybe this ia the one 
swallow that somehow or other, I believe, tlew up in the 
latter part ot J anuacy, and I think we ehouldn' t think 
that spring is coming. These figures are there, but that 
is just one ot those days. Now, sa.e local board has 
cleaned up all their youngsters - or two local boards -
and unloaded their oldsters that day, because that ie 
not--

Dix. 

W\, P.lTTE!lS(JI: Where are thea• figures taken from? 

GENERAL HERSHEY: One day - induction day - at Cup 

KR. P.lTl'EROOfi : Thia ia youra? 

H K JR· lhat is aine - one day at the induction 
center: 'r ; aw them and then I said, •would you aind 
taking the first hundred cards of this .ornlng and giv­
ing ae that thing?" - which he did. 

GENERAL HERSHEY: I have no doubt on the validi t{' 
except I sort ot feel that we ought to teke more eamp ee 
to see. 

H.K. JR: Couldn't you telegraph to al l your induc­
tion centera and say to send you a hundred as of today? 
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GENERAL HERSHEY: Yes, but I think the ~riJ, 
nry aoon now, probabl;r could gin ;rou the anraga 
age for the indlll)tlon, certalnl;r in ~guat and probabl;r 
in September. That is--. . 

liR. P !TTERS<!f : Doea the age go up during the 
auuer - anrage age? 

GENERAL HERSHEY: Yea, saae, but the figures - I 
ban bcJ.uded the big Jul;r draw - three hundred thousand. 

B.M.JR: To aee whether thia ia a swallow or whether 
it ia a flock, or whateYer ;rou oall it, couldn' t JOU juat 
aend out telegraas for one hundred? 

GENERAL HERSHEY: Mr. Secretar;r, tbe ;;electin Ser­
Yice baa nothing to do with thoaa induction centers. 
Tbe Adjutant General' a office keepa within a 110nth 
current a run b7 all ages of all the cards of induction. 
I think the7 could giYe - I know the;r could gi•• iuguat, 
and probabl;r could giYe ;;eptember in ten or f ifteen 
daya. 

B.M.JR: What about it, Bob, juat a quick check 
like that - could that be done? 

MR. P!'l"l'ERS<Jf: Yea, the Adjutant General could 
do that. The J.ast I heard, aa I a&J, waa the anrage 
age waa twentr-fin plus - somewhere in there. Is 
that right? 

GENERAL HERSHEY: Yes. 

MR. PA'l'TERS)N : I don't know how it ia running -
just August and ;;eptember. 

H.K.JR: No, but I aean, rou aend out a telegram 
aa of today - a hundred men - nduction centers as ot 
todq. 

KR. P!TTERSON: I wouldn't be aurprieed if that 
were not representatiYe right toda;r, would ;rou? 

GENERAL HERSHEY: No, it h not. 
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KR. PATT!RroN: It h not? 

GENERAL HERSHEY: I am quite aure it h not. 

llR. PA'l'TERS<Jf: Because the .. fellow• here - you 
are pretty high, you han got twenty-tight between 
forty and for ty-four. 'l'he lut figures I eaw on forty 
to forty-four, I think, showed a total of about fifteen 
thousand men inducted. 

Gl!KER.lL HERSHEY: Yea, and, you see, 11e are induct­
ing three hundred thousand a aonth, and--

WR. PATTERSON: There are not ao Ttr"f a&n7 in the 
forties; there are a lot in the thirt iea. 

H.ll .JR: llr. llcNutt, where does thia cut across you? 

lo!R. KcNUTT: I t cuts aoroaa Ter"f distinctly. Let 
me just sho11 rou one thing in connection 'llith one of 
the principal Navy suppliere, in t)le building of thei'l' boats. 

Here is a town of twelve thousand; this ia the one 
indue t17 in the town. These people were in this nek show­
ing just 11hat was happening to thea. It made an honeat 
effort to recruit l abor elsewhere. Out of the last hun• 
dred ~~~ they took, twenty-five were physically able to 
a tick on the job. They aay, "We have ude an honaat effort 
to replace tbe younger men, but it just can't be done. • 
The 110rlc ia auch that it requires that auch physical energy. 

Now, it i s a utter of choosing aa to whether or not 
we are going to have boata or the aen, but we have got to 
have boate , and it ia like Soloaon dividing the child. 
That ia 11hat we are up against. 

H.K.JR: But you -I u in }lr. Patterson'• corner; 
1 think i t t akes the younger .. n to do the fighting. 

MR. KcNUTT: I quite agree 11ith you, and in certain 
of these occupations it also takes the younger aen to do 
the heavy work. 
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VR. GiS'ION: In the boat7ard, the 701111ger aen in 
thie case aight haTe been aen fro• thirtT-fiTe to tift{ 
while the older aen he wae taking in their place• aigh 
haTe been aen of !ift7 and up. That ie , 70u aa7 be 
dealing with different groupe, here . 

WR. WoNUTT: I went TerJ caretull7 into that situa­
tion with thea. That happeu to be a eaall OOIIIIUilitT• 
The7 hen exhausted all the euppl7. There ia not &n1 
local labor suppl7 left, and then th17 ban been coabing 
the countrJalde and we haTe been coabing it tor t hea. 

VR. GiS'ION : ihat he 11111ant b77oung aen perhaps was 
men from f ort7 to fortJ- fiTe. 

VR. McNUTT: No, he was talking about eoae of thee• 
aen from twent7-fiTe to thirtJ- !iTe. 

VR. PATTERSON: The problem 1e 110at acute, o! 
course, in places that Paullin mentions . 

V:R. 'McNUTT: The smaller coDIIIuni ties - that ia 
General Hershe1' • moat acute problem, for the simple 
reason that the coliiiUili t7 i taelt coaea to the draft 
board - the7 will pass on it. 

R.U. JR: I haTen't made a dent on General Herahe7. 

GENERAL RERSIIEY: You don ' t need to, if 7w. can, 
for IA.Pance, conTince the War Department Nld Kr. V:Cllutt . 
I aa aerel1 pUIIpillg gas, and i f the7 1&1 that it ia beat, 
I am read7 to aon &n1 t i ae . I aerely ut up ecae of 
the difticultiee, but that does not mean - we haTe neYer 
110rri ed about difticultiee. If that i a the thing you 
want to do, we will do it gl adl7· I pereonal17 aa not 
connnced, but I don ' t han to be oonYinced. lll I 
han to be 1a told. I will be glad to do it • 

V:R. McNUTT: General , don ' t you feel that i! 
thoae figures are representatin, u of today, that 
the proportion 1e not too high'l 
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liR. Pi'!"rERS>I: It tho11 aN the f1gurt1 I aa11 
1 don't think that 11, but I think the thing hu b .. n 
coming in, the June, Jul7, and Auguet--

)(R. KoNUTT: That ia at the end of Jul7. It we 
can have August and September figures, then we can 
know what haa happened theae la1t two aonths. 

H.K.JR: Plu• a one da7'• spot check. 

liR. KcNUTT: The spot check ia all rlght. i 
spot oheok should refieot the gennt.l uerege, ol'dinari17. 

H.ll.JR: It might show a tendeno7 - I mean, it 
would either ahow--

:llR. lloNUTT: It might show a tendeno7 in certain 
regions, for one thing. 

H.J.I.JR: It didn't take them veq long t o turn 
out those figures the7 gave me. 

loiR. P! TTERSOO: \1hJ are the f igures at' twent7-one 
so low - 1111ch l011er than twent7-three? 

GENE!W. HERSHEY : One thiug about the problem, 
soM of 7011 r bo71 have t.lread¥ enlisted, 70u see. 

KR. P!TTERS>N: Even then it 1a lower. We didn't 
move into the twenties for quite a while after we could 
have. 

GENE!W. BERSHEf: That ia ti'Ue but now three thou­
at.nd men beoou twent7 e'UI'7 da7 and I will guarantee 
that within thirt7 da71 those teilow• will be in one 
of three places, either rejected ph7alcall7, have been 
encouraged to enlist, or will have been inducted. 

llR. STEVENOON : Or in the NaVT• (Laughter) 

KR. KcNUTT: The Navr ege h twent,-one, plus -
average age? 
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llR. STEVl!llsal : . !be an rage age 11 about twentr­
two, now. 

GENERAL HERSI!Kr: I think ao; I think it le going 
up. 

llR. STEVEROOlh Kountlng all the tiu - I Ill not 
sure what 1 t ie. We oan find out. 

H.li. JR: Well, ~a7, I brought it t o ;rour 
attention. I hope nobod;r objecta to -r doing it. 
It ;rou could han a spot check ude, I would appN-· 
elate it . I tell ;rou, I will han that thing photo­
atated and aend it onr to 1011 within the hour. 

llR. P!Tl'ERS)N: I wu going to aak if I could t ake 
that . 

H.li. JR: If 7011 don 1 t llind, I will han it photo­
stated. 

li.R. l(oNUTT: I u perfectl;r willing to ai t down 
and- -

llR. P!TTEROOJI: The firet relid of oourae, that 
we can get h the paaaage of the law iowering the draft 
age to eighteen and getting eighteen and nineteen ;rear 
old aen. 

H.M.JR: That ia at t he Budget? 

llR. P!ml!OOII: It is atalled in the Budget. 

llR. PAT'l'Etunf: We han triad t o get it releaaed. 
It haa been there about three weeke, I think. 

H.M.JR: Will ;rou do thatt 
)[R. PAT'l'I!RSOII: The;r won 1 t take i t up in the co~ ttee 

until the;r get the War Departaent Tiewa of it. 1/e can t 
gin our 'fitwe until the BuN aU of the Budget--

llR. KoRE!KOLDS: I will find out in fi fteen ~r tw .. t;r 
minutea where it i s. I f i t i a i n Shangrila I can t 
anawer it until toaorrow. 
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GBMEIW. HERSHEY: I want to Illite it perfectly clear 
that I hann' t JDOnd, but I m not lllchored to a ioai­
tion. I couldn't be, lll1"a7. .La aoon aa I am to d I 
shall aot. I don't feel like acting- it I.e a policy 
we haYt been going on quite a while, and I think there 
ought to be reaaona for changing. I don ' t want anybod7 
to worq about '&1 little dit?icu.l.tiu of changing the 
couru of things. I am noted in thh country for aaking 
contradictory atate1111nte, and I aa perfectly willing to 
make one an7 time the countr7 needa i t. 

the 
was 

llR. PU"l'ERli>R: We didn't act for a long tiae on 
twenty-ytar olct. . Kontha went b7 before ~bing 
done. 

GENEIW. HERSHEY: You. ~~ean the7 were aixed in with 
the othera. 

lffi, PAmROON: They weren't being taken, that ie 
all, After the law was lowered from twenty-one to 
twent;r, nothing was done on it. 

GENEIUL HERSHEY: Ylhat we did wu put thea on the 
bottom of the list, but now we haTe long since gone down 
through the liat; we are running up and down the ladder 
trying to find aomebodl whoae head it aticking out . 
Now, a bo;y geta to be twenty - in fact some of these 
lade got their queationnairee before they were twenty, 
eo we would know all about thea and start putting thea 
in to fill the calla. 
~ PATfERSOft : That ia the onl7 grieYance I ba•e 

bad. That ia oTer now. There were aontha there when 
the;r didn't do anything about the twentiu. They were 
taking older 1111n instead of the twenties. 

H.M.JR: The onl;r reason I euepeot that this I.e 
indicati.Ye of what ia going on in the country ia on 
account of the men of forty-three, for t7-four, and 
forty-fiTe who haTe been called within the laat week 
who art working for the Tre&aUJ.'7. That i• wh:r--
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YR. KoNUTT: It is indioatiTe of 10raping of the 
bottom of the barrel - another thing, which is another 
real and present reason for lowering the draft age. 

~ PATTERSON : Of oour1e, the real relief will be 
when we can get substitutions in war industries, be­
cause there are a great a&n7 young men in thea, parti­
cularly. 

KR. KcNUTT: They han all been warned, Bob, aa 
you well know, but the err i• immediate. The minute 
you start in on their rolla - and I want to say that 
the 2-i'a, 2-B'a, and 3 claaaificatiomby draft boards 
han been nrr strict. Don't you agree with ae, 
General? 

GENEIW. HERSHEY : Yu, I think - well, I think 
it hu been strict in that they han held them pretty 
well in the essential industries. I think, however , 
that within the industry itself- and that ia something 
I don't know who can solve -you probably have men who 
are not workinf tull capacity. Some days it ia just 
that that part cular day there wasn't material, and 
the next day there waa, and the next day -you can't 
discharge your terce when you get it built up. 

~ KoNUTT: 'nle whole thing ia to fet these em­
ployer& to JUke proper aanning tables an to be aa 
honest with ua aa we han tried to be with thea in 
protecting thea •. 

G IOO!IW. B.ERSBl!Y: I think they are mo'fing • 

llR. KoNUTT: •r don • t wan t to break up rq organi­
zation," the{ aay. But when the Sperry people come down 
to me - know ng what the fi r e control apparatua means 
to both of u• - then I begin to wonder. ind, of c~urae, 
we had to step in on this radar. 'nlert are only ught 
hundred men in this country that know anything about it. 
We had to protect them for it. 

GENEIW. HERSHEY: ind they are all ,7oung - they 
didn't teach it te.n years ago. You cant help it. ind 
the things you haTe to learn qulckly, the youngster& 
learn a l ittle quicker. 

Regraded Unclassified



• - 18 -

MR. )(oNUTTt That bueinua 70J. can't teach in 
six months, or twelve aontha, or even eighteen. 

H.)(,JR: There are eight hundred involved. Were 
they all young? 

)(R, KcNUTT: Pr&cticall;r all of the~~ . I gave the 
General the list by naae and occupation and what they 
were doing. 

)(R, GASTON: Have yw an;r figuree to show whether 
you are getting .ore aen - an exceaa of older aen, more 
than you oan use to advantage in theae non-combat unit. 
General Hershey apeak.a about? 

)(R, P.lTTERSQfl No, that wwld be very hard to 
f igure out. They told • that of oourae the;r were not 
sending the older aen into the combat divisions; but 
to some degree they are, there ia no doubt of that, 
because I aaw it in the combat dilislons. 

KR. GAS'IDN:; You naturally wan t a lower age that 
you can uae becauee of the fact you haven 't got versa­
tility there in ;your older groupe . 

GENER.lL HERSREr: Remember, though, we took under 
twenty-eill!ht for quite a few months baolc in '41, and 
that baa tended to pile up soae of the older .. n. In 
other words, this manpower -you can't etretch it. Of 
course, ;rou get into the eighteen and nineteen year 
old• and JOU get a aillion and a half of good material, 
and then ;rou are going to be r ight back in a worse con-
dition than you were . 

llR. KcREYNOLDS: I will find out where the letter 
ia in fifteen minutes. 

H.K. JR: Will you? 
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Honorable Henry llol'gClthaa. Jr. 
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lll 0011pllanoe 111 th '1fiUr requ .. t, the anclos.a 
t•eport, COIIPOaed o! ln!ol'!llloUon oontalnod on the chaaltioa­
Uon O&l'da of 100 Seleothe Samoa Jlln, oho- at l'&Ddca 
tr011111n reoelved at thia etatlon, is aubmittecl. 

In the oolllml mukod •Speo1alllt Serial Jllmber•, 
there are a number o! blaDU. 2bla 1nd1oatu that theN 
la DO U., Claaaifloatlon tor the oocupa.tion llated. 

I truat thla 1a the 1n!oratlon 7011 dui.N, and 
that 1t there 1a an;rthlDg turther that 7011 dealre, TOll will 
not helltate to call on ue. 

Reapeottul}T, 

(Signed) Bo Go )'auU In 

H. G. Paul 11 a.. 
Coloael, Oanl17, 

eo-ndlllgo 
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..!!!!.. II!IIBIIl K s IE'EIDEJn'S - -
3)-i& ~ 5 82 10 
25-29 11 8 3 12 
80-M 8 a • 2 
85-39 15 7 8 18 
40-44 29 7 21 18 •s- 3 1 2 l - - - -
'!'OrAL 100 so 70 58 
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HMJr: 

Opernto rl 

HJ(Jr: 

David 
'/aughAn: 

7: 

HJo!Jr: 

V: 

HJo!Jr: 

V: 

llli.Jr: 

V: 

llli.Jr: 

V: 

HMJr: 

V: 

Hello. 

Go ahead, 

Hello. 

Septeaber }0, 1942 
11100 a.a. 

139 

Hello. I'm sorry to bother you, e1r -- th1e 11 
Da.ve Vaughan -- but I th1nlt you talked w1 th Kr. 
Perkins about th1a secret rubber operation that 
we have in Auetral1a t 

Yee. 

Well , I wanted to send aomaone o•er to sake ar­
rangeaente to obtain eome Dutoh ooine dovn in 
Auetralia • ••• 

Yea. 

•••• and I wa sn't quite oertaln whether Mr. Bell 
or someone in your shop over there knew about it. 

Oh, yes. 

We 're tryi ng t o be as secret aa poasible. 

Kr. Bell 1e the man. 

Be ia the man. 

Yeah, he handl.es that sort of thing. 

All right. It will be all right then tor me to 
aend someone o•er to talk with him about it. 

Yee , but - oh, yee, he - he - h~'' entirely 
f amiliar and that'• h1a reepone1bili ty. 

All right , sir. Thanks very much. 

RMJr: Not a t all, 

V: Goodbye. 
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wuuam H. 
McReynolds 1 

RMJr: 

M: 

l!KJr: 

M: 

Hello. 

140 

September }0, 19~2 
l2tlS p.•. 

I tound the War Defartment letter over in Paul 
MoNutt ' a ottice. Laugbe) 

I don't hear you. 

I say I round the War Department letter over in 
Paul MoNutt 1 e ot t ioe. 

What are you doing - wnat are y QU dol ng in Paul 
McNutt 's otticet 

I eay I round the War Department letter, request­
ing the reducti on ot the dratt agee. 

RMJr: h e. WhAt about itt 

K: 

Hl{Jr: 

H: 

HMJr: 

II: 

RMJr: 

II: 

ID!Jr: 

KMJr: 

M: 

Well , they sent it over t o McNutt tor a clearance 
and he hadn't cleared it. 

Well , I'll be damned! 

(Laughs) Well , he - as e ma t ter of fact , he ~an't 
know that he had it. It hadn ' t gotten to him yet. 
Hie gang hadn't informed him y't ths t he had 1t. 

How long we e it over tber et 

About a week. 

'tell, that 1 a a good Joke, i sn ' t itt 

Uh huh. 

He muet reel kind ot tool i ah, doean't bet 

I ehould think so. 

Doea - does Patterson know thatt ,. 
(Laughs) No, I don ' t think eo. I haven t told 
anybody. I naturally wouldn't, except to you. 
But it's been- it'• been 1n- they eent 1t over. 
I checked with the Budget 9nd had them check the 
detea. And they eay, 1n the t1ret place, it 
baan ' t been there two veeka. It only oame 1n a 
week ago. 
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HMJr: Yeah. 

K: And they sent it 1mmed1ately over to McNutt •..• 

l!)(Jr: Yeah. 

M: •••• and have been trying- they aa1d they made 
several efforts t o get it out or hie office. 

!!I'.Jr: Yeah. 

X: But they couldn 1 t get e reoort on it, and I dis­
covered that the routine over i n McNutt'• ottice 
hadn't gotten U? to him yet. Re hadn ' t been 
inrormed yet that it VBI in hia offi ce. 

HMJr: I eee. 

K: He cleared it this morning. 

l!l!Jr: I thought he had such a vonder!ul run otnoe. 

14'\ 

M: 

HMJr: 

(Laughe) Well, that vas the tact vith thia letter. 

Well , where- where is it nowt 

M: 

l!l!Jr: 

X: 

!D!Jr: 

K: 

HMJr: 

V.: 

HMJr: 

K: 

It'e on its vay back to the Budgtt. 

You got it cleared vi thin the hourt 

Yeah, 1t vill be cle&.r. 

Well , we got eometh1n~ out or the meeting tbia 
11orning, an.ywey, dido t wet 

I don't know how long it would have stayed ther e 
1f we hadn't or round out . 

I think thnt 1 a wonderful. 

(Laughs) I thought mayoe you ' d get a kick out of 
1 t. 

Yeah, okay, Mao. 

Okay, air. 

•• 
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J!)IJr: Bellot 

K: Yeah. 

I!MJr: Well, euppoeing you follow it through from • .•• 

K: Yeah, I'll tollow it from the BuOget and eee vben 
it gets back- back t o the War Department. 

I!MJr: All right. 

K: I tl\l.nlt it will b e done todar. 

HMJr: Right. 

K: All right. 

!lliJ 1·: Thank you. 

... 
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HY.Jr: 

John w. 
Schott: 

HMJr: 

5: 

HMJr: 

6: 

l!MJr: 

S: 

HMJr : 

S: 

l!MJr: 

S: 

Hl~Jr: 

S: 

Bello. 

Septeaber 30, 1942 
12:2!) p ••• 

Mr. Schott talking, Mr. Secretary. 

14J 

Well, at 10:05 I called up Mr. Btimaon and asked 
t o apeak to him, and acmeboc!J' ea1d he would call 
me back 1n ten 1111nutea. 

Well, I didn 1 t - I didn't atat e an1 time. !be 
Secretary said he1 d call back leter, because he 
had aoae people in there, and he ' • had people in 
there cont1nuoualJ all morning, but I did trJ tc 
get J OU Just a 11t~la before eleven-thirty before 
be started th1e - th11 meeting, which be hae 
every Wednesday morning •••• 

Yeah • 

•••• and the operator- I heard her tell another 
operator to transfer it to your private line. 
In the meantime, the people oame in through the 
Oh1et ot Bta.tt 1 a ottice, and the Secretary t old -
t old me to bold 1t ott until attar thie meeting 
ie over. 

Well, 1e be et1ll bueyf 

Yea, s1r, that meeting ia atill going on. 

Well • • .• 

Be haen 1 t forgotten about 1t. Be Juet hasn ' t had 
a cbanoe t o call JOU. 

Well ••• • 

But Just ae soon as thle meeting breake up, I'll -
I'll go in there, and ve 1ll put the call thrcugb. 

Well, he ' ll be going t o lunch. 

Well, I _ oh, it will break up betore he goes to 
lunch. 
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s: 
JDIJr: 

S: 

HMJr: 

S: 

- 2-

Well l I'm going out t or a little while now. 
That a why I oalled. 

I see, air. 

I - I did want to talk to him, but - I'm disap­
pointed. 

Are you - are you l eaving now, e1rt 

14!l 

'iell, I''" going out t or t 1tteen or twent y <Dinutee. 
I 1ll be baok again. I' ll be back before one. 

Well , now I ' ll t ell you, th11 ceeting usually lasts 
untll arouni quarter to one or ten IDinutes to one. 
It 1 a a 11eeting they have every- every Wednesday 
morning at eleven-thirty. 

KI!Jr: Yes. Well • •• • 

s: And when - when it breaks up , I' ll oall your ottice, 
and it you're- it you e re there I know that the ••.. 

KI!Jr: All right. 

S: ••• • Secretll ry would be very glad to talk w1 th you. 
He Just haen t bud a chance. 

Hl~Jr: 

S: 

l!l!Jr: 

Well , okay. Say, you oan tell b1m I was disappointed 
because I was - I wanted certain inror..ation betore 
one o 'oloolt. 

v i I Jlc! t nd air I ' ll give bia that .. ee, 1 r, u ers ll , • 

mea sage. 

Goodbye . 
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war: 
secretary 
sum son: 

!!XJr: 

S: 

Hello. 

Septeaber 30, 1942 
1103 p . m. 

Hello , Henry. I ' ve been e1tt1ng tor more t han an 
hour and a balt 1n a large oonter enoe here and 
haven' t been able to - I tr1ed to get you ln 
answer to your oall Juat when they were t111ng 
lnto the confer ence • ••• 

Ob, yee. 

• • • • and you were buey. 

HXJr: Well •••• 

s: So I 1 ve been delayed ever e1nce b;y the oonterenoe. 

l!XJr: I •• • • 

5: I'm sorry. 

HMJr: •••• I don 1 t know whe ther you want to on the phone 
or what but lt vee ln regard to theee pouches tha t 
I wanted to talk. 

S: 

l!I!Jr: 

S: 

H:!Jr: 

S: 

H*Jr: 

S: 

l!MJr: 

S: 

I wanted to tell you, yea, I' •• already acted on 
that. 

Have yout 

Yea, I bad a long talk w1tb Hull yeaterda1··· · 

Yea. 

•.•• on var1oue .. ttera •••• 

Yea • 

• ••• a nd I've- I bad gotten 1n preparation tor 
1t tbeae t our outrageoua 1netaneee that General 
Str ong bad •• •• 

Yea • 

•.•• ot v1olat1on ot most important aeorete, and I 
tpreng tboae on Hull. 

... 
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iO'.Jr : Yea. 

s: He hadn't heard or the= at all, and he was very 
oer1oue ••• - was deepl y 1mpreaaed v1th 1t appar­
ently, and said he would take 1 t up - and would 
take up - I sa1d, "The - the hlrm done by tbeee 
th1nga 1s ao ser1oue that I think that you abould 
consider the abolition or t he pr1Yilege. • 

I!MJr: Yea. 

S: Be ea1d he th1nlte - thought 1t n ry likely that wae 
so , the t the only thing be bad to con alder was the 
weighing ott ot the counter priYil eges - but be 
thought that some step l ike that - step ~ught to be 
taken, and I - I' m going to keep right on hi m. 

iffo!Jr: Wel l , that' a what I wanted to tind out. 

S: Yea. 

I!MJr: 

S: 

lll!Jr: 

S: 

HKJr: 

S: 

HMJr: 

•• -· 
fl)!Jr: 

Well , I'm glad you're on i t . 
unde1•atand, the t the Navy baa 
ting aome or these Jewel •••• 

The- the •• •• 

•••• tro11 Sw1 tzerland. 

Sw1t~erland things. 

The only th.1ng, ae I 
is that they're get-

But tbat'e perteotly e1lly &I a oomperlaon to what 
might be go ing out. 

Ob, yea. Ob, well, I hl•e the taote troll - t or 
hi m on thl t. 

Good. 

And I know the r1rs t atep waa in the dlreotion 
thAt General St r ong ahould prepare hie whole dooe1er 
to meet tne other corresponding ~tter. 

Do you think - do you t hink Hull wee 1mpreee edt 

I thought be wae very deeply im9reated. 

Regraded Unclassified



- 3-

~Jr: Good, good. Well, that ' s what I had on mr mind. 

s: Yee - much more eo - if you - if you ' d et&rt at the 
bottom i n the State Department , you ' d cet nowhere. 

sY.Jr: No. 'iell, I hope they act eoon. 

s: Yee. Well, now th1e other thing 1 t alked to him 
about waa aleo a thing that had been - come from 
;you. 

3!CJr: Yea. 

That waa the basis of exchange. 

HY.Jr: Yu. 

S: And Hull and I agreed that - that we'd take the f i gure 
you represented ? 

I!MJr: Good. 

S: And eo I 1•aued the order tor th~t. 

I!MJr: Okay, Harry. 

S: So you see I'a not- not wilfully trying t o neglect 
;you. 

:!I'.Jr: (Laugba) I never even would suspect thAt. 

S: All right. 

Th•nk ;you. 
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Operator : 

Robert P. 
Patt~reon 1 

HMJr: 

P: 

i!Y.Jr : 

P: 

i!l!Jr: 

P: 

f!i~Jr: 

P: 

HHJr: 

P: 

ill'..Jr: 

P: 

liMJr: 

P: 

!IMJr: 

P: 

FIMJr: 

P: 

Bello. 

Mr. Patterson. 

Hello. 

Bobt 

Yea, BeiU')'. 

14!> 

I thought in these d1tt1oult times I mlgnt give 
10u a emile. 

What 1a itt 

Where do JOu euppoee your r eoomm en6at1on tor men 
ot eighteen and~1neteen 1eare old wast 

I don 1 t know, 

You newer could gueaa. 

llo. 

In- 1n Paul McNutt ' s ott1oe. 

Oh, hell! 

And it 1e .... 

God ! Who reported the t t MofeJnol det 

Yeah, and we go t it out thie .orn1ng, and nov 
it 1 a baok l n the Budget. But lt vas res ting ln 
MoHutt 1 a ott1oe. • 

All tole - all these veeka, I auppoee. 

Well, he e&id he only had 1t one week. 

Oh, yeah. 

And they clalmed the t he diC:."' 1 t know 1 t was there. 

Yeah. 

_ .. 
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fl]!Jr: 

P: 

HMr: 

P: 

HMJr: 

P: 

J!)!Jr: 

P: 

lll!Jr: 

Pt 

KMJr: 

P: 

lll!Jr: 

P: 

HMJr: 

P: 

lll!Jr: 

P: 

lii!Jr: 

P: 

HMJr: 

14b 
- 2 -

But I thought that tll&t 11ight g1ve you a emile, 
and .• • •• 

Yeah, 1en 1 t that a hel l or a tblng. Well, are they 
going to release it to utt 

I don ' t know. I ' m going to keep t ollowing it, and 
at least I 1Ye done that muoh toda¥. 

Well, that's a good dey's ~ork. 

I 11ean, at least •.• • 

You nabbed it out ot there anyway. 

And we're- I'm going to rollow it right through the 
Budget now. 

"tell, thanks nry muoh. 

llut .t • • • • 

Your trip wae worthwhile. 

••• • but - but do you tbink •••• 

I - I told - I t olC1 tile Seoretary th1a morning 
about your obserYation up there at Camp Dix ••.• 

Yea. 

.• • • and 1t disturbed bim •~•· 

Oh, about those older 11en. 

Y Y I t ld b1 I told the liar Council, 
••• ••• 0 • • 

Xarthall and the reet . . .• 

Did yout 

• • • at the aeeting, yea •••• 

And are you going t o oheok ae to the other recep­
tion oenteret 

Yea, yea. 

Good. 
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p: R1S)lt. 

HMJr: Good. 

P: Yea. 

HKJr: Well, I'• going to tollov through on au. 
P: On the - on the eighteen and nineteen' 

HMJr : y ••· 

P: Good. 

_. HMJr: 

P: 

!ll«Jr: 

P: 

HIIJr: 

P: 

HMJr: 

P: 

i!li.Jr: 

P: 

IDIJr: 

P: 

I!MJr: 

P: 

RliJr: 

And • ••• 

1 velooae that. 

•••• and 1 epoke to St1&eon, and he epoke ' o Bull 
;yeeterda1. 

About the other matter ' 

About the pouch. 

Yeah. 

And he aa1d that - he eaid, • 1 ga~• hi& t our 
outr ageoue inoidenoee,• a nd he eaid that Bull vse 
q~ite d1eturbed. 

Yeah. 

So that'• aodng. 

All riS)lt , good. Well, ve ~ ge' - ve aa:r v1n the 
var at laet. 

(Laugbe) 

Well, thank• tor :rour help. 

Well, an:rva:r aa:rbe - aa:rbe :rou can aake ••- gin •• 
at leaet one etr1pe en:rva7• 

Yeah. I t 1e - i t ie greatl)' - :rour help ie greatl:r 

appreo1a \ed. 

!hank :rou. 

•• 
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p: '!'bank J Oil ••r'J al&oh. 

SII.Trl Ooo4bJ•· 

P: Ooo4bJe. 
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Sept.hober 30, 1942. 

Conlerenee 1n Secretary llorpnthau • 1 Office 
September 30, 1942 

5130 P.ll. 

Present 1 Secretary J.lorgenthau 
Brez1lian .&llba.eeador 
llr. D. W. Bell 
llr. 11h1te 

Thl appended telegr~~~~ fraa thl State Departaent wu recai•ed 
i n the Trl&aUl?' Dep&rtJoellt at 4•35 P. ll. en Septaaber 30. '12>e 
..attar ._. eallR to Secretary llorgenthln 1e attention and 
Secretary llorgentbeu o:llleided to get 1n touch with thl Bruillan 
Alobueadcr at once to inquire of hie 111n1eter of Pinance Wbetber 
the Treaeury could be of any usietance 1n thl pre11nt IICllltal'7 
eMrpnoy. The Allbaasao:lor waa uked to oall on the Secretary 
at 5•30, which be o:lio:l . 

The Secretary stated to tbe Allbeeoao:lor that bo bad juat 
been inlo,....d by c&bla tbet a banld.na holiday h&d been declared 
i n Brazil end be understood ccntidenti&lly that the reason 11&0 

the greatly 1ncre&eed witbdreW&ls of currency from the banke there. 
Secretary llorgenthau &eked the Amhloeador if he wouldn't inquire 
of bia IJ1n1eter of Finance ..nether there .,... anything that the 
Tre&eury coul4 do to &1d them 1n th1e eourgenoy eiwetion. Tha 
Ambaeeador th&nked Secretary llorgentbeu tor hie deaire to &1d 
Braoil and said that he woul4 1nq.Ure at once . He thought he 
lii.&J>t telegraph 1n new of tho teet that telephone .. aaegea 
eo .... timee leaked out, but 1n new o! tho nature of tha request, 
it ._. decided that be would telephone. 

The Secretary tol4 the .lllbLssao:lor that be woul4 be &Y&ilabla 
that e't'Oning, 11' the A~t~>usadcr wiebed to reach bl.a, and thet be 
(Secretary llorpntbeu) ._. prepared to act quic~ 11' u&ietanc>e 
were requeateo:l. 

x-cli&tely &ttar the Allb&eeadcr lett, the Secretal'7 tried 
to get 1n touch with 11r. lfellee to inlotlll bl.a of the convereatinn 
but 11r. Welle• c>ou14 not be reecbed. 

llr. llb1 te got in touch with La.rry Duggen, State Depertmont, 
&no:! informed bl.a of the oonterence and llr· Dufl8&n etateo:l he 
thought 1 t ._. & tine thing to do • 

H. D. 1\bl.te 

-
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J. portloa of Ull1 WI...­
.,, l>t PIII'Qllr&Ml Mfen 
.. 111 oe-uawtt~ •••r U.. a..... tal 
..,.,.,. (II) 

.... ~~~·--· 
Walllt.c'ao 

""'· lltp'-'c as 

15U 

\l!lw preeU.•' \o4eJ' prolftlpW \be tellowlq '"~"" 1.- nlaUac k 
.. biUaaUoa of -.u I'IIIIVIII et the -\17· 

'J.rUcll ••• !litre an • 'Ulh ... l.a \loa .. ma. tf JJ'UU all -..to 
uUliUH aa4 I'l-l Ult'lac 1.a \Ill aa't.ul 'll'l'tk.., ......,U.u If 
U.oll' or!#&, aatu., _IIIli, er aff111.a't.aa.. ..1 .. 

a- ldor 1o laol ...... l.a \1M •~>U1aU-

J.I'Uole -· la ll'l.er k ~· fer \1M •l>lli•U• rettrl'll. k 
h U.. prtaa41q arUole, tile Prtt14ft' of - JepU111 llllall appela' a 
Coor41aa\or of ....,.,. Wo'bUhaUoa • will Mrft _.. ... ~· Ureo' u4 
U IOl utl.. lOA 'l'llo 
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.uue.te fov. Ia oN.e • NlflU lalo au .. u. ... Mta..,. et 
.. .-lo .. \U1Mtiaa 1e •tMr~.e& •a (•o)-.&a- retlllatS.ao ta 

'""" t.M opera•s.u et piUS. IIIIIIJ&loU.tlft er prbate -~-. 
~ enr tu -·• • et tu latw ._ _ _, ,..,.,...,...... 
\b.o JIUOIIaM• 1- or na'-1 of MWlale .... otal,...t UMOe&17 to U. 
lu\allaUoa of ..., J.Mu\rloa or to U. Mlet- ..a u:pooaalee of 
nhUac ouea ( .U..)~olU• Mr 'r"M or Ml"''iooa, ,.._uac a. 
411\rlbv.U• of U. forMr - eoa..S..C --• or rota!e!e1 liMa fer 
o\ookplli.JICI (fftl')-tlllala• tiM oleMn , .. eluo eollalloraUoa uoac U. 
orpao of pa.\lS. IIIIIIJala\nU• lul..U.C .., o- atflllaW wUII t.M 

,. .. ..._, eat ••- u,.r-~•ral, etata -' ....tolfel, ao 
voll ao 'lteMr - orpu ..a priftta rWprl .... (flwo)- eat o11 
DOCIIM27 .... .,nprJ.ata ada ta Mf ....... \II& lataHHO ef U. paliUe 
u4 o'lt\oJa \II& C"&taat JI'Otlta troa. ... -s. a\W\S.a-' roooaooa, 

.UUala fl.,.. !M antntS.a et Ulo OoorUutar of,. _.. MlUoo 
saUoa wlU \o -..1&4 eat la \II& •Un aats.aal tarrlta., 117 -• of \II& 
orpaa of fo4ftal, otata aa4 -lalfel el.alalebatlao 

.UU&lo ols. M7 .... - • .., .,. .. U. _,lea of U. o,..n 
of \lie O.ON.laaw et nn 11da •UllMtt. or 1a.., (•) - l• lllo 
oaUrltleo lllaU \o ,.u~ 117 ~• tree - ta tiiHO ,_. Dl 

a flu Wf ta 100 -•• 

lolo, 

!U laUM&l Watr trl'lliul ollall ,... ,...._, oa U. erllll _.,..... 

1a \lie JI'Mo4lac •Ualao 

.UUola -. !M O..Saolaa for tao. ,.,_.. of latloaol ... _ 

h alloll.W. 

.UU&le oJ.tlll\o Jllooftot.a ._ \II& _...,- _.,,.,. • • 

Ell 
(•) "PPU'•t oahalr 

obooop 
9/YJ/'18 
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.Uo AI JMo1ro 
i. :porUOil of \hil to]Asna 
1011\ \1 J*I'•JIIIruo<l \lfoN 
bol.q o-1oato4 to ur­
ODI. (a 6 PI4Ill) 

lla••t Sopto•'bor 30, 1M2 

lloc1 cl. 12130 a.a. 

Soorotar,r of State , 

·~-· 

(SIC! lOll CD) 

llrasU1u Goft....,.t toa~t cl.oclarocl. a -

hol1.., of olcbt cl.o7• offocth• llpha'bor 30. 

Oft1o1al Nuoao for act1oa 1aolu41 (oao) \lao to 

110\>111 .. MOilOil1C NI_.CII of 0-\l'J aacl. ( too) 

to pro.,.nt oor1""o ropll'CWio10ilo \o o-re• aa4 

1*•'l'J· !lao loc1alaUoa aloo ouoponcl.o collocUnao 

(- ..... ., •• t ol•cna lo. 11898 llpt•\lr 211 

t01 oooUoa too) (IIIID aonl) 

CA'IIID'f 
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Jlall AMrl- .-..., llo a. Juotre, lll'uU. 

!lAfll leptealler 39, ltQ, 10 p.a. 

JIO, I 38t8, DC'll(IJ ftO, 

of ~ \rall4 of effaira ben .A.zu ~~aUoll&la, 8paA1ar4a 
• 

&D4 Porq.ee be" wltlulreml "1'7 lup ct'*'UUot of 

buk DOtal 1o \U put f• wotb u4 CIIU'l'U\ dnu4 ..... 

l SJ 

110\ lol •t .. _.. ot l.Jlnlflcleat buk no\ea, the OCOI>Olllo 

ao'bllh&U• procna alto accr•n\14 tlol dtu.UOL 

(bferallOt 11 - llr \loa J.buq to 1\1 hltC".,. lfo. 38'11 , 

Septaaller 28 , 1M2. ) 

Dtt•1lt4 4eeer1pt1o~> of a1tuat1o~> will follow. 
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T"EASURY DEPARTMENT 

INTKit OFI'1Ca COMMUNICATION 

DAft 

Secretary Yorgenthau September 30, 1942 

-w Randolph Paul 

With Mr. Altmeyer &nd Mr. Cohen of the Social 
Securitr Board I saw Senator Wagner this morning. 
We dieouseed with him the whole subject of the 
Vandenberg social eecuritr proposal. I told him 
that you hoped he would make a repl7 immediately 
after Senator Vandenberg had G&de his attach, -­
that rou did not think the reply ehould be post­
poned, as had been suggested, to a later date. 
We l eft with Senator Wagner a statement, COfY of 
which i s attached hereto, designed to const1tute 
an effective reply to what we think Senator 
Vandenberg will say. 

Senator Wagner did not think this mat ter would 
come up for consi4eration todar because of t he price 
control bill situation, but he agreed to study the 
memorandum we provided and seemed quite willing to 
undertake the job. 

Attachment 

154 
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--' lilr .a. ,...,... ._ at .a. ) ,.....n rate 111d.q 1a te ~ .Ueo\ 

1A 19l!J, --· 'lllll ~ ... s.u.- '"'*"'• et ...... m.. .. 
ibo ftl .. ot tiMr1l'- ooatribaUGM. ftle ~ rate1 ot -V1bat;1• 
- 1a ettll\ - ~ poaaS...U -·- till "-11\ l.ol4 4111'111& till 1ait.lal 

periocl ot opva\la 1a • -u tneu. .. et ..... , u 'll1ll be 1a till later ,..,.. • 

._.._ • .a. MONSa& ,.,..,11v 1lld,q w liMa -...s..c tor till ,.,. 

_, ot .a. t'aan .....Ute 1a ....ral U.. 1a _, ot till -' Sa till 

o.z1.1Uac Tral\ ..... !be ...-1.N U... e.U...W till\ till pr111at JI'OCJ'• 

... .-au • l.nal ~ oMrp et .. -- .. .,. •t JMiiJl"'ll. Qa tiiU llu1o 

\Ill hll4 wa14 a1rN4r lla?e a 4at1oi\ ot -lT . , hnuoa. !llu, 1anM4 

ot till p-t ru 1 •• 1-.l ba1ac \oo larp, till hll4 11 ..U ....., te.W 

OD till baela 111d.oll DT priftte 1uvaoe o...,eq 'ftlll.4 be ""11114 io .... 

'llb1l. MC1al s---• _, be Jlldpl bJ a \oo rl&orou .pplioaU.oa ot 

)ll'hlte i.MUibM ~~ ~~. tbil ~- 4od Sadioate 

that tile a:laU.., Tran hD4 11 aot 'IIDd!>lT 1arp Sa 'fin ot 1te HeMHU.e. 

!II. ~ bet-a., tile ecbe41ibcl rate• tor till ear:IT ,...... et 

•ratl.oD -.4 tile left! rate ret......S io &bow -..t ot - be ...S. "P .. 
bJ be ule4 ratae :Sa later JMI'* or bJ a &0'" ___ , nl>e14T, or-· 

~ ot tile :1a1ual periocl ot 1"" rate• .... , '*''...nlT 1D:rulft 

(a) .U.U ldtbU' 'Al.Uaate ratae, (b) laN cractullater l.llareMN, or 

(c) 1 larpr Clcw-t nbed.q. 
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,...... lie appU .. '"*'"7 .. *' 18dllnl7 •4 .... .,._ -.lA -

... bod 
1 ?~ .., lup 1-.- a\ .., - .... ftda s...n s.. ot 

psrliooslAr •i&alti- tor \be pneoet quot1oa, It ~ ~ 

1'1111 s.. .... red to nr!.o\17, Uld. 1M ...... 1a -t.r111oa\1oo 1'&\eo .... 

pol~ waUl \boT &re ~ ....._. •• u ... ot ~\ ~. U w1U 

... DOOOINI'J' to proTlM !!!zpr Uld. .. ,. ,!!!!:! ·-1a ~ 1'&\eo 

\ball-..-....,, •. lloreoftl', t~~e -1v t..r a......, tacu ... 

would -t pNlab17 000111' at a t.s. ..... -DOaio aoU'rit;)' •1•"" 1 

ID4 u 1101114 ... udeeira!IU " UrpoM a !!!!!!!· !!!:I!. s..s- 1a -­

OD 1?1Plo7""-.! ~. !be onol.S.. S.. illeloOP'hll \M\ ~ la­

o...._ bedJic -1&17 ill u.rt~ataro, \boT - lie ..,... ou1l7 U.Orlled 

b7 botll -.pl.,. .. fll?d ~ a\ \be preset. t.s. tii&D at. - .r.t-

t.ille "'*' u., - - ~ ... ,...,...s. 
!1M .ajer ....tiU.. ,....,U.C ~ tao111t;)' ot ~t. t.o t.11e 

tax lloarde S.. ot - tile left! ot --11• aoU'riV at. V. t.i11oP ~ 

tax 10M 1a\lo ettMt. or s.. iaoreued. I! a .Glo&r u.&t tile 1-.1 ot 

"' •• aoti'ri\J' s.. ... ~ " !!:!l!d.1v-..t - tua it l!p 

bHa at !l!!l t.s. ~~ t11oe start ot \be propa or S.. 1111:ey to lie ttW 

11D1.ac ~ .-1107 et co e ... 111U. zwpoot. " ~ _ _,_1&1 pro~ 

ot tia&Dq tM ou-.c- 0114 IV9iftN lllni'&DO• ,,....-. Till allld­

acto oaq pi'091.M ~t~at. ~ Joe.rcl ot TNOtoel et •• 01...,1 IIIII 

a.z.rs..,.,. Dosu~M~ ~t J'ad s.. to·~ uu'"•to11 to~ C a ... 

""~tile loud s.. ot ~ opiJda \Mt. dllr1al tile IU'dll& tift t1800l 
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,_. ~ .,.,., .... w11l --- -- 1.1-. tbe ~\ ~ -

,-11-- uu.tpa\ecl aruc ... , ti-~ ,.J'S.M •••• 

t. !M to"'IDial ~- lldopW an.r ~ 

beloN ~ •-'111118 ud ..... o-1\\ee _,. tu 1eoreUr7 o1 u. 

TNUVT ...S bT tiM Oba1ftu Ill ~ ~ c-tl • loo1&1 a--
1t,r, (Proto11or J. Dncl&a ..._ ot ~toa a.iftl'lit.J)o 

3. n _., 'be kept olMl'lJ' u a1at *' u.... .... ot -... • 

poeiUftlT a-. taou -..w.c ~ ldcbNt ~ eq ,.._ 

c1ur1ac tiM aen tift tUo&l JMI'II• 1o oo.pau ..U.\ee 111 .-­

pea41 ....... w11l be anlMla •tU tM !ldl'4 '-1 llltpol't Ill * ...... 
ot fruteM 1a ,...,are4. R 111•, tiM~ ott1o1&1 ..U.\ee.,. 

tbooe tw t.• u tu .,_,. ~ t.porl Ill tM loar4 ot !lwl-• 

'lboeo - tiM titoal ;rwNW ~ Ull6o 

"· It .. , 'be e.pbuiHd, .. i t 1a 1n t lw e-...s Aaaual a.pan, 

.!.!:!:2!:• Ill pu'\ W. 1a .. to tl.- 1114\ tbat beMIU ~ apwi­

.....S... tl.- aot 1a et111 ftl'7 He<hd ' tiw __. ~ t. llllT be .. 

1a 19110, ~ allft\ 2•1/2 ;rwNW &110• :ta pu'\, &1M, it 1a d•, at tiM -.-4 

ot !lw'- ot '""JUd na\ecl .... 1¥ V&1.a ,....., to u. ftot \bat 

.,..~ ... ~ oo.diU.. 1a * .... ,._.., e1U .uJ. s­

na- eip1tl~ ~ ..,....uca Ill \U oldoep aad _.n..., ... s-

- •:rn-, ~ wUl 'be des • t to a~ decrM • tiM nett 

ot iaUI'II&u-1. attaift ad - daMeUo -t aad _. ,....-. n 

1a i~~Poaei'lll.e to ,_,_._ witll ooatidMoe t'be poUoS.e 111d.oll w1ll be .-r­

eued ...., botll liradaeN u4 &OIW I Dt U t be htel't 1D OU'Ir7illl M \Ia 

war Pl'OP"IIi 11114 UiJ' Pl'Oa- tor ,....tia ad,lu-'• eboald pMOO -

wit.ld.a t.ld.a ~-- attoo\ o6 ~ poUos.t oa pqzoolla aad 

~at u 1adlanJ'1M -* 1>7 tile s.a.ruoe •- be pred1oW 
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s. IUJM\ w ._ :um.uu- ,1wn ..u...., u. •• 1 u-.. 

.. u.w tor t.be taoal :r- Uil6, U.. lidCbeft et u.. s-,.... JUlod, 

AM t 392 • 11"•• .t.a or u.. ...._,_.., of Qa S.,.,. peai.ool, u. ata• et 

tile Cl1.d.-Ap 8Dd 8V91'00nl :ru- frwt. 1\md we ta,)Je l!dll••, ,(Aa 

ot tbo beii•'"'l ot U.. tS..oal :r- 191&3, it we 13,227 bUJJ.oa.) u t.be 

a!o..-ot.i.oMcl ~ -rt.eia• •Uaat.e ot t.be la1cbeet.. a;p ''toar• 
1D tbo S.ts..oal_,..ar period, Ula-¥, u o..,.nd witb a. ol.so or t.be 

h.n4 at tbo ~ ot t.be period, it u - t.llat. tba hlld .. ~ 

on r ailt t.1Ma t.be ..U.tacl - t at U. a;p "t.w• (t or t.be - t11oa1 

Jal' -'1.ac 1a Ula6), 2hua are, ta.rNr, a larla - bar of poteoual 

claillant.e tor ol6-ap '111Dot1t.e wilD baft 110t retired~ be- ot 

f&90r&blo e.plo,Mat cOIIditiou 4• to the ._.., U t.be pn-t ldlb ~ 

of • plOJMOt ooaUmou, it S.. •Uaat.ad \bet 'b7 ~ 194S, tbara will be 

onr 1,000,000 woltr:wa &114 wine 'lllo will be alilibl• ~r ~1\e bOlt DOt 

1D r-1pt. ot '111Dot1t.e, U -· pot.eaual '111Dot1cs..rl• ell retired tr<a 

acu" writ 'b7 lal:T u4S, aa 1.DaNU& 1D t.be ~raw ot baufit. ~ 

-t.e ot t)OO w1111oa -.14 !MUlto U t.bU 1]00 ll1ll1oD wra addK to 

tile o.U..t.ad &lll t2tar• for Ula6, t.be t-s at t be becl-'"1 ot 191o2 

• 1114 u. .. bo ~ aliPU:T ..... tb&A tuM - t.be ~ 
~ •lll S1 ,_ dlll'1.lll t.be s ,.... period. 

!MriJ!c ot t.be Data vpae tbe Qa!!t.10D ot IUic 0 g•eloMl Pol.l.er 

l , !bern endet.Ua of tba leor0t.&r7 of tba t~, qaoW 

aboft, we &Ut.ad 1D - or &D ·-tual0 
rMOrfto .raoftJ', t.be 

Socrat.e17 oloer]T ..pJMiMd. tbe poeeibl.l1~ t.llat "'o' MT beft for • f• ~ 
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0 0 0 

1 ha¥t ouageetedo Hcnotftr, the e&rly amual diabure-nta ot bene-

ti te are neither repreeentati.,. nor can their 1.110wrt be pzoeo1Hly toreoaet 

at thi s tiJile. Consequently, it uy be del1.reble to antieipato a ao....tlat 

l uger contingency resene duri.n& tho !1ret !ow :rears or benefit p~nta,• 

2. Tho Cha1nDan of the .t.ctrisory CounoU likewioe IJrou&llt out the 

point that the •three-tl.Ms• otandard which be propoeed wu to be taken 

only aa a rollib rule of t.huab lbich Jdsht. well be diare&arded in the early 

yearoo He ... 8i .. ted •eo•thi.n& like rou&hly three tins the benatit load, 

nryins abo.,. or below t he benefit 1014, but part.ieulorly hi&t>or in tho 

earl:r yoaro when you are uncertein as to your date. • The reference to tho 

uneertointy of tho date baa opeoial point in 'fiew or tha uncertein reliability 

ot the eatiiUotes or oxpendituroa, 

), It 1e probable that the quol1t1ed reco,..endationa or the 

Seeretery of the Truaur:r and of the Chaini&D or the .t.ctriaory Council 

were the roaoone that tho Congress adopted no t1Dd rule on tho subject 

but 111rely pro'fided tor a report by the Boord. of rru-t••• -.honner the 

Fund exceeded tbe uount opeeitiod. 
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The increaeed tautepup 11 not onlr ad-located b7 tbe 8oc11l 

Securlt7 Board Ind. the Trea•W'J Depart • .,t but b)' tba repreaCltetifta 

or the worker• thaaelvea. Hare ia an oocaeion 1111an t ba repreaantethea 

or the workeJ'I 00 .. to ua aDd I&Jincra&M Our CattJ'ibutiona to pJ'Oteot 

our eocial MOUJ'i t7 benetite. let the s-tcr tJ'c. 111cb1&an acm.catea 

keepin& the ta.x at the preaeat lnel, 

Let • read the s-te a copJ ot the latter 11111ch tlla AYL baa jUIIt 

sent tc the Cba1...., ot the l'inence ec-ittMt 

action ot tlle Senate Finance C.-lttea in includin& 1c tbeir bUl 

the Van<lanber& ......,_nt tJ'eaain& ol<l aae Ind. aurrl't'Dn' insurance 

oontrlbutiona at one percent. 

"The onl7 real eecUrlt7 that wace e&J'nare have in the omergeneiee 

and laCrU'iCel - face, ie 100111 IIOUJ'i tJ. We hope that Congrttll 

wUJ. ad<! to -t baa alread7 -n pi'O'rl<led b)' law inetead or takin& 

trca ue that oo ..,1ch w eOOltlt. Old ap inaurance _.at be ac,_.. 

lated b)' pa,..nte OYer the ,.are. Tbe hcleretioo estiut.ea that 

noiii'YII !or ol<l qe Ind. eurrl-.ore• ineurenee are approxi:&telr 

onlJ ) 1/2 tiMe tbe b1pet annual bC>etite payable wl.thin the next 

fift ,....... It camot eat~ be operated on a yaarlJ beaie. In 

&<1<11 t1on the incraaee in rate a 11111 help ••t the Qoftr.-nt' • 

iaedi&te war nee<la. 

"The van<lenber& uenclunt pJ'Opoaea to waken old aae an<! eurrlY­

ore o 1neuranee aa tatall.7 aa exp«rienoe ratin& has wakened 

~plo,_.t c.-penaation. .... the re<~aration'• prl.Mr7 proposal 
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tor t.be protection of workere 1D the _,. 1111<1 po.t-_,. perle>U, we 

haTe lll'8od that t.be social oecurit;r pro,... be etrencthenecl and the 

coTero&e extended, &Dd that thio 1Dcreaeed oecurit;r bo t1nancod 1>7 

increooecl oontrlbut.iono. 'nle AMrlcan Fecleration of Labor 1a not 

••kin& to .. cape saeriticu and tu.o clurin& thio wor, but we do 

aek that our eontrlbut.ione and aocrlticoo bo •de 1n the ..,n_ ue-

till and conetruct.1TI 1A;l' pooeibLa. 

owe, th&retore, retpecttull:r urc• that 1nateacl of tba ca.pcleorr 

S per cent aarlnie, which :rour ec-ittee h&o been coneiderinc, 

TOU oubotitute an utendecl oocial oecurlt;r procraa !1nancod by 

equal oontrlbutiona of at le&at S per cent of porrollo h;r both 

aplo;rero and l"''lo;reoe. 

"Thie pro&raa would procluee more iamocliato reTOnue tor war use 

and in acld1 tion woulcl aaintain notional aorole clurlng a most clitticult 

peri ocl b7 aeourlng workero Ace• in tho -raenct.s that •:r intertoro 

111. th their aplo;raant. • 

•PNeideat 

•AMrlcan Federation of Labor• 

I alae wilh to iDiert 1n tl\a Record •tarlal 'lh1cl\ Ill' • .Uta;rer, 

Chairaan ot the Social Securlt7 Board eent • in .,.,..r to ar request. 

Ill' • .Ut•1er•o letter oontain• all the o11ential facts concernin& this •tter 

and points out tile juat1t1oat.1on ror the ocl\odulod increooa 1n thl tax. 

l 
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Ia - .. ,_.. ~· trr aterial '-rial 

..,.. 11M .... u. et 11M •U.... ut ..niftn te·-­
tu ~ I r , I - .-lMial a .., tf a ltUtr *ltll 

'i _, .. ..__ ... _._,._,ta - .. a rl.alw 

....... tlllela I ~ftl. ,,... Ilia •-~ ap. 

It tUn lt Uti ~ ltlferatlea ,.. te.Ur. 

,~ ............. eall ..... -

.... alT,...... 

wJ••-
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Wlth lflr. AltMJV u4 lflr. Cohon of tho Soolal 
Soourlt7 Bovt I ._ Senator leper thll •PDlDc· 
lo 41aou .. .a with h1a tile wbolo •ubJoot ot tho 
vuaonbOPJ ••!lal OH11P1V propolal. I tola h1a 
that JOII ra.pl4 bo 1lftU .to I ropb 'iilP.C'lz 
attor Soutar faaloJIHr& 11M ...ao hl• -
tho t 7011 414 aot th1Jilt lM ropl7 abolal4 'bo r.•t­
pou4l ao 11M MoD ougeot.a. to a later u •· 
to lut with Soll&ter ~ a ototOMDt, "f7 of 
11h1oh lo aUaobo4 btroto, 4011po4 to oout tuto 
an att .. un r~l7 to what w llinlt Senator 
vanaon'borc w1ll. •IT• 

s-tor ~r au not thlllk thll •tt•r woula 
•- up tor oouUorat101l to4q 'booauto of tho prloo 
oontrol 1>111 oltaatloa. but bo:.:f''' to otu47 tho 
_.. ... ,_ w ~·tUoa ua 10 quito w1111nc to 
unaortoa tho loll• 

(la!Uale4J •• • • r; 

REP:mv 
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,.. ........ ·a.·-· ** ........... t t ·--.. -· . . - ... ,_ .... 
... ...... u rtsttr... ,_ u 1111 - .. , suo .. -.' ,._ .. 

I pa II 1 Mill I I t 1ef IW ... ,_. Ia tM ocatdlstl= ..... et ttl ( 

.W ... IM.-.i- 1 1 I JI'.OILU~IatM~ettM..-et 

tlla' ,..._ '-.1111 ""'-., *. 'a saA _."' =•• -''''''• 
wUl .... \11ft ... L t IllS U M eaJ.F ~lift II II EIJ lw 

..,.. I' Ill$ et tM ...ul ~- ••• Ia ...._ • ...-lw • tiiU 

, ..... I -• Uia .... -.Uisa .. Jasta-
••'LIIIIIIIIMtti'U I let-

t I'11$..Uef-. 

1\- 2 •• ··------...ul~--- ..... 
• <• ........ p 5 .... el ......... » ;zl=tf•) , ........... . 

.. w..lo ,... et actatwaa- •• ..w • ,...uoM • •• ' • 

...... - .. ~ .. ..u .. ~ ,_..,.,....,.. ia wll ...... 

1 ,._, .... • ,.., au _...., »•• O.....S.'-'1- n • ltUl .._... 

,.... ..u .._ .._ _., ne4 ,_...,..-...a.-.. psu:'f'llll .., ~ 

'-.S'Ia ... ss - I t * 1
ed ~ ...... - ef,... fW -..~!\ pa;lb Eo ftos l• ••- • • on-

U.. 11a ••• tla .. .,... ......- • .,. ,..~ et- n dill _. * 
pauow''• Ill Ullrtf•. 
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a~ lroll el 0 ·-... Wl• *- 7 a a 9? 1 -""'• ...,. ._ 

... ..s.ucr• to••~"'"' I iatM..._e~.u. 

---·---· :Anat&ais' .. ., ............... 

!.a ... 0 .. - - • • ia ... ~ el ll&oftto 'IIIIIla .u1 .. 

pqtb'oto.-..pu ........ .......,. eltltrU~JITft:A 

ol = ,..., - .-&' 11-. fto 8ft ettor\ el U. II'Ue &a I I .. W 

,.....u... ... el u. ,... ...... ~ pftllift ........... t --

.ul ..._..to .. ,,.. a- ..... ~ to_.. a.,,. "• _..... 

--~~~~ .... - ...... el ... '*'-' ..... 

.. IIM'f)' ..... - .. .... .... will - • - ... I III -lUI• M\ift.. 

,, 5 ia JlliiiSPI£_.-.7. A =• & - - tell .... U. - wU1 ..... 

1011 ..... pi I 7 - ... a-att ...W- tiiM I II ' I M\i<rit,r .... ---

8IIIIIIIII re ~w!.*-U.__.r.,...... Ita~deornr• .... 

...... • 1-.. P e ••• ~ • ,.._.,,, ,..,,.cat.~ •• u.r wlU ..._. 

.._. a .C111• 'r .. ..a el UW d'' ~ .. ...-lw u.1r ...,. ... 

"-• " ia ...-~ ..... lroll el --.nt All " wUl tr .... 

......... Ulla .... ._ tw Uil6 &aU. .n&oato, rrtwriiA to ...... A 

the''• ia I d• ..Uwl" ..W a\ Ule - U. ....... P'O'I 
11

' .. \D 

'-· n ..,. l~ u ...-...a "'-'a ,_, •• • I '"• lit' 1 .. 

a C$1 ',...ut el...._ & 2 u Ll7 :a.._, wUl trill U. 

""" JWtt tal.- a ..... lroillo fto lM& ..... til E - el .... , .. U 

la $1 2 
' .. 8ft-- .... el $111 '. 'db HUaatrl .... tlll1 
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:SO!:_ ....... I 
~-U.. .. 4U:, ....... , .... __ _.,NW*-IIiate ... ~ 

1a ulil, • u au ruuuhu las 1 paetema ~ .. 1.._ ~ .._ 

___ , t2lu II ,,. "eHlttl' *-Ia- teM II 'II J'w tile ..... 

-- el ........ tellelllw lu wssal .._ Sa - el tile -- Sa tile • 

alftllll tftft ..... tlill ..-.n.w ._. er"mte• tW tile pa I I P:4& 

.... .....u. le-.1 ~ .... el w .. w,. ~ ,....u. Cia ... -.Sa 

tile I.e ..W lli'UUIIIr S.... a Mftd\ :1 -1w" M!Ue "-• taneM 

eiU.. .. II I\ II N f.e ..... \w 1..,.., tile fWid le umll wllea W 

pr1_. lt&s--•1•1 11 »"'• wzuttd_, ..U 1 e 1- .._ 1Ddlodll 

tllit U.. ........ tftft .... le Mt ~ ~ Ia 'fl.- el 1\a UeHH\leU• 

1M .. 5 r Ml I U. I ' 0 1ef N\w J'w tile ~ JWN :1 

5 ,._ .... le-.1 .... ..,...... ......... el- ........ 
4. 

"' I 'IUIIIIUia&.-JWN••••= ....... ,_. ...... 

r a"? p .. ~tMUitul,..U.eiWraWi-' I i i -!-l's-lN 

(a) .tAU~ ul\I.UU\a ..... , ( II) J.-. F t 1 ,.._II Ml o -

(:) • 1..- ••a~• __ .. , t , .... 
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ft ... '-* ..... .U .. Ml .... f/6 --
7 

IIIPIIIIM?illww 

a ., ..... ee , ....... IIIJeJwel u lit••--
,.4 ,a" uul•ua,aa••t.:Jlla.!f • •• a a .., JeJ us a• ..w ... ... , ·-- .. ..,_ .................. 
,.,.,...... .. .,nr II,_*.,._ .. , , ,, u .. ••, 

nl8S. ·mt·---·-· .................. _ 
,.,, r..u._,_, clmt ...... .._ ..... ....._"cal 
• •n __ .,e, "paesU: ts H JeJ-111M Sit--••ns ta .. _.. 

lleJ ... - ( a 7 aeJ SlerKCWo .. --"· ............... . 

..w_.,. 7 "a_........ -"..StrC 7 7 

.. u ..w "' 7 ?•"• - ............... __ IWI .. .... 

• ~~ JeJ s' u :. tM •IIII#t.leef.S.·• a. 111 •IICs•ww.a taa\ tM a.. 

tllllll ..... ---'71 ........... - "'_.. ~ ' ... 
• .._ .... caw J:J s' :•••• tM "' •• \1111 ... •• _,__.. ...... ..,_.~...-... -. 
tea.,. .... .aen • u s••••-.. •· D II tr- ., • _. tC 

7·-MW!' 
,, .. ., .. , , .. ,,., 

.. ""' " ••••• " ''t"' ..... .. .,. ... 
1. .. n••••t'.J!l'rl e.., e ·ne· a a~ 

----·~~~ ,,_ UliiiiJ .. ,._.,. a • .... "e '• • w•a: r' ,. 
ot "•"• ..... 111 J:J ••L ru Slwe ,. .... e...,... 
.,. wniJ' paesU: ._. •..,.. et ,_. •• et .., ~.,. 

....,.._ be _.,..a. • •-s t .,..., • * o.n•saaw•• 
• ..... ftW aJJUl •.. , ........... ., ....... ..,, ..... --
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TREASURY DEPARTMENT 

INTER OFF'ICE COMMUNICATION 

DA,.. 

10 Secretary L:ors;;en thau September 30, 19~2 

'"oM Randol ph Paul 

In a discussion this morninc vtith Senator 
'"eor:;e , in his office , on a technical point con­
nected with the post-war credit , the Senator 
volunteered sooe of his idees on the next tax 
hill . In answer to certain criticisms ~r . Terleau 
and I cade of e certain proposed provision with 
respect to t he pos t -';;'ar credit, Senator Geor;;e 
s~ol:e or the teaporery nature or the bill we are 
ntout to pass . He said that he was convincoc l'le 
needed a ~ro:;ram of nuch ~reater prooortions for 
the control of 1nflation .~ He used t~e ficure 10 
to 15 billion. In answer to some questions, he 
~creed that both corporate end individunl rates 
l'tould have to be raised and in tecra ted 'lrith such 
a compulsory savings progr am. He c:!id not seem 
hostile to a su&cestion or tvro I made with respect 
to the increase of net rates , viz ., ra tes after 
the application of co:npulsory savincs . 

~f~ 
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TREASURY DEPARTMENT 
178 

INTER OJrJriCII: COMMUN ICATION 

Herbert Guton September 30, 1942 

••oM Randolph Paul 

Mr. Colm t ells me that the title he sent in on 

this was, "War and Post War Aspects in Fiscal Policy. • 

If you want me to join with you in writing a memorandum 

to the Secretary, I will be glad to do ao. 

~£11 

••• 
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September 30, 1942. 

LIEMORANDUJ.I 

TO: Secretary Morgenthau 
FROM: Randolph Paul, Ferdinand Kuhn and Herber t Gaston. 

SUBJECT: Publicity on Treasury Fiscal Policies 

I. ORGANIZATION 

With your approTal we shall create a comaittee, con­
sisting of Kesars. Paul, Odegard, Kuhn, Schwarz and Gaston 
with Savington Crampton as Executive Assistant to the Com-' 
mittee , for the purpose of coordinating all public relations 
efforts in the tax and fiscal field . Others in the Depart­
ment would be consulted and drawn into the discussions as 
necessary. The scope of our activities will involve : 

(1) Speeches - including assignment of speakers on in­
vitation and general supervision of material. 

(2) Radio - consisting mainly of the stimulation of dis­
cussions on existing programs rather than the special engage­
ment of radio time, which would have to be done through O.W. I . 

(3) Magazine articles - which would be approached th:ough 
suggesting topics and furnishing material to well known wr1tera, 
the articles to be marketed on their own responsibility. 

(4) Informal background conversations with columnists 
and other newspaper men. 

(5) Letters, pamphlets and memoranda which might be dis­
tr ibuted to particular groups of Treasury employees, economists, 
bankers and others. 

(6) Contacts with unions , consumer groups and other organ­
izations which send out material to members. 

II. POLICY 

In a i te of the uncertainties of the present situation, 
we think t~e Treasury can properly go ahead , an~is~oaldbg~e 
ahead, with a program employing the mechanisms s e s 

0 
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to give the public adequate background information on the 
fiscal problem we face . Such a program should be directed 
toward developing: 

(1) The need for additional revenue. 

We should under take to show, as you have stated 
that the present tax bill is inadequate from the revenue ' 
standpoint. It will bring the total yield of the tax struc­
ture to not more than 24 billions on an annual basis at 
present price levels. This is less than one-third of antici­
pated expenditures in the current fiscal year and will bear 
a lesser relation in succeeding years. It will be admitted 
that fiscal prudence demands that as high a proportion of 
expenditures be defrayed out of taxation as can be done with­
out hampering the war effort. It is easily demonstrable that 
24 billions a year on this basis is not enough. The pros­
pect is that the public debt will increase not less than 50 
billions in this fiscal year and the ensuing years of the war 
will create even greater additions. A debt of 250 billions, 
at 2-l/2 per cent, would mean an interest burden of 6-1/4 
billions after the war and without additional revenue the 
prospect is that the burden may be greater than this . To 
permit this situation to continue will be bad fiscal planning. 

(2) The need for fiscal legislation to prevent inflation. 

The gap between goods available for purchase and 
consumer incomes available for spending will probably be not 
less than 45 bil~s in the calendar year 1943. It is true 
that present estimates indicate that saving is ~ow going on 
at the rate of about 25 billions a year, but t h1s amount can 
not be counted on in the face of greatly higher taxes and 
higher prices. However, a gap of 20 billions will exert 
tremendous pressure on price ceilings and upon any and ~11 
methods of control, short of fiscal controls, fore~hadow1ng 
the possibility of black markets and making pract1cally certain 
effective increases in living costs that will bring in ~he~r 
train urgent demands for higher wages and in turn the l1ft1ng 
of price ceilings. 

The di fficulties of the situation are enh~ced by 
the present high rate of spending. Excluding automob1les 
and other consumer durables from consideration, consumer pur~ 
chases are now continuing at the highest rate in the country 8 
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history. If the problem were simply one of restricting ex­
penditures to the present level, it would be relatively 
simple , but we have the far more formidable probl em of re­
ducing over-all consumer expenditures by perhaps as much as 
one-fourth if we are to avo1d an irresistible upward pressure 
on prices . ~ 

The problem can well be illustrated f r om another 
angle, which is that of the borrowins lrogram. The Treasury 
nill have' to borrow approximately 50 b llions in the current 
fiscal yea.r and perhaps larger amounts in succeeding vee.rs. 
If we should count on from 12 to 15 billions direct bOrrowings 
out of current earnings throusdl the War Savings program, we 
would still have from 35 to 38 billions to borrow through other 
means . i high proportion of this borrowing must of necessity 
come from the banks. This borrowing will not be inflationary 
if expenditures are rigidly controlled. It will be highly 
inflationary if expenditures are not so controlled. 

(3) Conclusions. 

We believe Congress will not enact legislation to 
deal with this situation except under the pressure of e. strong 
public demand. We t hink the general considerations stated 
above should be frankly put before the public through all the 
media we can properly r~ach, including such help. as we may 
get from the Office of War Information. We bel1eve the pu~­
lici ty we stimulate should be made to point as much as p<?SS1ble 
to the two objectives - (a) increase in direct revenue; (b~ 
additional legislation which will have the effect of.rest:lct­
ing spending. i great deal will be gained and not~ !1ll 
be lost in our opinion if all the proposals for restr1ct1ng 
spending, including the spendings tax, forced lending! and over­
al l rationing of consumer purchasing power, are ~xpla1ned and 
discussed,by others rather than in Treasury publ1c1ty or releases. 
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TREASURY DEPARTMENT 

~~ OI'P'IC& COMMUNICATION 

•• !ht StorttU'f 

...... II&Pol4 GraT~ 

182 

""'" Septahu SO, 1942. 

In rtepoue t o 70U7 inqui17 "• Kr. 1fill1aa H. Jau, I 

find the followinca 

)bo. J .... , !berthing Jfanager of tb. lllldaon Kotor C011p&IJ1, 

Suih 1506, 686 lfadlaon 1n111111, In York Cit7, wu ubd to 

c0!18 to Wuhlqton on 1uguat U b7 Jbo. Ct.llWn in connection 

with hh r.alo procna, "IW>IO 1UCTIOI. • Hh expenau were 

paid b7 tb. War Sarlnge Staff. 

Jbo. JUIIII waa aco011panied on hie trip to Wuhington 117 

his buaine11 -.nacer. )lr. Dan ll.man, who hla the prograa 

"HOBBY LOBB!,• Colaabia Betwork. 

Kr. J .... h 110t mplor" in a:rq oapaoit7 117 the War 

SaTing• Staff-paid, "1-a-rear, • or TOlUDher--but he i a 

uaiD& hia radio pzoocna t o further War Bond at.111. 
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Mr. Ge11ble took all outgoing lettera to llew ' York 9/}0/42 

() Sue l e tter sent to: (9/}0/112) 183 

0 

K1u Ann Rutherford, 
141 B3 rloek Avenue, 
West Loa Ang,lee, California. 

Mr. Edward Arnold , 
lo425 Bainbridge Avenue, 
'Aeat Loa Angel es, Cal1tornla. 

Mise ,Dorothy Lamour, 
9131 CalleJuele' Drive, 
B~verly Hilla, Cellfornla. 

Hr. William Gergen, 
512 No. Palm Drive, 
Bever ly R11le, California. 

Hiee Veror~ea Lake, c/o Conetenee Keane, 
9336 Ol7mple 3lvd., Beverl/ Kil le, 
eal1forn1a. 

Miaa Paulet te Goddard, 
1416 North La Brea Avenue, 
Hollywood, Calltornia. 
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SEP 30 1942 
• 

Dear Kla1 O&riOilt 

low that JV~~r Sef!:aber tour tor tu fn&IIIJ'1 
11 endlD&, I ehould 1 rou to !mow how -h I 
appreolate all tb. dt1'ohd ettort whioh 1f1Q han 
gino to the 'lar SaTiJI&• oupajan 1D the })Ut Math. 

It wu a 1trenou a111pMnt &114 I lalow tut 
it -t hne bee tiring tor JOU a{ U.-e. Yet 1011 
lho.ed \llltb1D& leal &114 Ulltlagg1118 aooa hllliOr 
throuchCNt the tov, an4 J'Oilr lpirlt _, Ill l:luple 
to the people 1lbo - &114 uud TOU• 

I ehoul l lib rou to lm.ow that rour work tor 
ua 1a Sept.-beP hal been a real contribution towar4 
the 1111111lq of thl ar &114 that all ot ua et the 
Tre&11117 ... 4Hpq gntef'ul. 

Mba Greer Oanoat 
680 Sto• c.,.a orln, 
Del llr, Ca11ton1a. 

SlncerelT, 

.. ......Jr. 
~" ..... 

184 

TRGteh Oop1•e to Tbompaon 
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Da117 I lla117 I to 

• 7.5 108. $ 1~,2 19.2 
14.7 .5 9.8 104.2 2 .6 43.7 
18.3 ·5 9.4 101.1 27.7 71.4 
17.8 77.2 10.7 10a.1 28.5 99-9 
19.2 83.1 10.7· 11 .0 29.9 129.8 

49.4 1~.1 143.3 91.5 18.6 66.7 58.1 114.8 67.9 197.7 201.4 98.2 
1}.~ 1 .4 168.8 85.5 6.1 72.7 67.8 107.2 19.4 217.1 2;36.6 91.8 
16. 160.8 193.4 8}.1 6.3 79 .o 76.7 103.0 22.7 239 .8 270.1 88.8 
19.6 11!0.4 220.6 81.8 7.2 86.3 84.4 102.} 26.8 266.6 }05.0 87.4 ... 
9.6 189.9 2}9.2 79.4 4.3 90.6 90.1 100.6 13.9 280.5 329·3 85.2 

J5.5 225.5 272.7 82.7 1~.3 104.0 99.7 104.3 48.9 329.4 372.4 88.5 
10.7 2,6.2 288.2 82.0 .9 108.9 105.0 10}.7 ;a-6 345.1 393.2 87.8 
21.9 258.1 307.6 ~·9 12.8 121.6 112.1 108.a .6 ~9·7 419.7 90.5 
17.6 275·7 327.2 • 3 9.9 131.6 119.2 110 . 27.5 7.2 4116.4 91.2 
16.5 292.2 350.1 83.5 6.a 1a7.9 125.7 109.7 22.8 4)0.0 475.8 9Q,4 
10.4 )02.5 ;365.4 82.8 3· 1 1.3 1}0.5 108.3 13.7 lih}.S 495.9 89.5 

4o.4 343.0 399.6 8a.8 15.8 157.1 141.0 111.4 56·a 5<J0,1 s4o.6 92.5 
<J .1 352.7 415.7 8 .8 5.7 162.7 147.0 110.7 15. 515.4 562.7 91.6 

20.4 ~3.0 436 .2 85.5 1~.0 175-7 155.2 11).2 a3·3 548.7 591.4 92.8 
27.1 0.1 457.1 87.5 1 .4 190.1 163.4 116.3 1.5 590.3 620., 95.1 
12.4 412.5 581.4 85.7 5.8 195-9 171.0 114.6 18.2 6os.4 652. 9a·3 
22.2 '434. 7 497.4 87.4 g.1 205.0 176.6 116.1 31.3 639.8 674.0 9 .9 

41.5 476.) 5a2.7 89.4 18.t 223.8 188.7 118.6 6o.3 700.0 721.4 97.0 
17.9 494.1 5 9.2 90.0 g. 233.4 195·5 119.4 27.5 727·5 744.7 97-7 

570.0 205.0 m.o 

or 
.lc\UAl oa1u tiprea are upooih vitb tho treaouror ot tho United Statu on accoUIIt ot procudo of oa.leo ot 
IIIIi t ed Statu aarlDCI 'bolldo, J'iFII haft 'bllll rOUIIUd alld will not IIICIII&ril7 add tO totalo. 
~~" t rkeo into account both the dail7 trolld duriliC tho voelt alld the aonthl7 \rolld dur11\et the eonth. 
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(8i~oed u •1 J .Q , " or.w.-nrh,.u. Jt\. 

...... ._. 
Del. b:f Ur,rwon I. : I. 7 9/J0/42 

Photo f1le In Cla ry 

F1lo to Tho::>)~on . 
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THIE WHIT& HOUSE 
WA8HINGTO N 

SEP t6t941 

A cOI!Ciit.t.ee of the CouncU of Stat.e Oooernmenu has 
requeet.ed that. I dea1enat.e representatives of the i ederal 
Gooernmont to ..,rl< '111 th representatives or the state and 
local covernoents in developing bett.er Federal-atate-local 
tax and other !bcal t'llationshl.ps. This is an opportune 
sugaast.ioo. Han:ooey 1n fiacal policies end practices is of 
great '--PC>rt.anoe !or tlw atabillt)' or our •rtbe aco~ 
and tor the post--war readjuatnent. 

I believe that a joint cc:a:littee can do auch to prcr.ote 
this h«mon:r by tonW..ating sound am practical reoc""endations 
tor legislAti ve end a<bini•tr ative actioNI tor the federal, t~ 
State, an? the loclll 11overmcnts. therefore, I ,., dui~noting 
you nnd the Director ot the Dud&et to represo"t the ~orlcrel 
G<rtcrmont in workl.n:: w1 t h the state and local aroup on o joint 

cc"1111ttee. 
krrang..,..nts for a IDtatin& rill be ~>&de by !.!r. Frank Bane, 

~ecut1vo Director of the CcuncU o! State Oove""'.cnts , to """"' 

I &a 'KT1tin& ~· 

The Honorable 

The sac:rata.rJ o! the Treasul"1 
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FROII: IIR. SCllliARZ' 8 OFFICI!l 

TO: ••. •. .Th!i ... §!l.Q.l:!lJ&tl! ....•...•.•.•.....••..•........•.• 

For tb.e record , 0'.'/I (hbe roller) 

hos just celled to eRk thet no 

!urther st~tenents on the nussi6n 

high- octane refineries be nsde 

without cloorence by P.11rry '"lori:ins. 

Eer lier i nt the d6Y , Huntington 

Cllirns end I t alked ·.:lth VunJievonder 

or thF New York rot<t li n~ , for 

bockground ~nd not for attribution, 

nnswered sone of his quentions 11i th 

rt£:;>ect to !'<!eta &n( •'u tes . 

188 
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TREASURY DEPARTMENT 

INnlt OI'I'ICE COMMI/NICATION 

.. oretarr IOrsentbau 

Mr. Botl1oh 

8b1paent ot Planea to Br1t1tb Foroet 

18~ 

1. Durlaa tba week en41nc .. phaber 22, 1942, 
15J plaaee (118 ooabat plane& an4 J5 tra1nere ) were 
tent troa tbe Un1te4 8tat ea to Br1t1eb toroee. 

2. fblrt:r Gruaan •rtlet IY t1gbter planu 
were eent to tbe Br1t1ah toroee 1n tbe M144le laet , 
aal'!ll.111f an &11-Uae blgb tar ablpauh ot tbh 
plane. 

J. !went:r Voa,bt-81korek;r 0 . 8 .2 U eoout 
obeerYat1on plane& were aant to aoutb Atr1oa tor 
uae on &Ned aerobant 't'eeaele. 

• 

• • • 

Regraded Unclassified
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fable A - lb1)1Mah -,. ANa 190 ... ~~. !Mal lblppeA f.Cal llltppe« 

lll41JIC 111 1,.! .,... 
lipS . gg I l!!g 

'' 41St Jy. 1. 1,1 

L1~t &ft4 •41• Ma'llero 

J j ] Rta!f boaber• ••• r'"1 ........ 
~u~ooperat1oa 

uri 
• 

Total te tbe V.Ue4 11a,41a ., 1,18) ,,,16 
g!f.' ~=~1• boGer• ~ :t 1,j ... a r'"r ~" ,8 
~""!ooperaUoa (ter ••• ea 

Ulpl) Jl Ja __Jl 
n 1 ,~ 2 ,61. 

0 " 
,,. 

0 1 1 
0 Ji uii _d 

752 1' 2,211 

0 1~ Jl 0 
_j ~ 

0 '57 

j 19 
u., 

.di 
15 252 252 

~ _i,_ _J 

0 ' 
k~l~t =-=-~1a boe'llerl 5I l·~a '·m f •• :rAr'"r ll•"" tl ~ '· t UriU ,zo:! ooperaU111 • Lll! r nere _a. 

CJru4 fetal 15, •• 5, '·~ 
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fable a - tiPMah II)' frpea 191 ... folal lb1JIIM& ToW 1111.,.. 

ltp5~,,2 1a 19'2 daoe ,, .... Jy. 1. 1!!1 

Bot1:f Boat.. III 2 ,~1 1,~ 1""1 tl' ··r.:-t mru· •an.. ,u,In ~ •• 1011 
A29A (!0-151) 0 1 1 
Ytntura I 0 12 12 
Yen tura beeber 1 )1) Jl) 

llart111 llal'all4tl' a. ~A 0 ~ ~ 
hltlaore 0 280 ~;g Jlai'11U4 0 0 

Jortb Aoer1eu &-25 1 111 Ul 
16 l)~ 

lti 
0 '«) 

0 ·~ 62 
2 lOJ 192 

coneo114ah4 Oatal1na ~r-
2 9. 2)1 

Btll Alraeobra 0 :a 1·ii BI'IYattr nrr~ 8 c~rt1aa 11~ 
to 0 0 5~ Gru.an JlarUen II 0 ?l ~r11eu n J& 

Lookhte4 1cbla1JIC 0 ~ ' lortb Aoer1oan ... , ... 0 &29 

Fa1rob114 ,_ Jl..9 0 11~ 1;1 PUoa11'11 All:.:f1Jr 0 
;~·-t1l• , v 28 ~a " t naoa 

Ceuna-J!~n• I-A ( Af-17) ti j Jl 'uron_u: ~-2& OornJl1 ort b r oan Han II 
ltearaan p -27 _L 

Total 15) •• 5J9 9 .~1 

Regraded Unclassified



r 
L1pt .... •••al 

Week ~-
•.. .,. =ro1 ·~ lildd •at •• ,..." -rn PvpU Co'PtnS1• tn.&a•n ~ 

Weokl.T •••nee 
ot eta1r-h 
1a 1,. 2 ' 27 1 97 

.""' .... ~ •t 
lhlJM~~h u n .. , ,. • 1 " ' 11 117 6 -tbe et 1,a.2 

JlllT I4 1,., n 17 0 ~ 0 ~ 1~ 

J111T • 1,., 11 ' 0 11 
JlllT 21, 1,..2 66 I ' 0 f • la JU1T 21, 1,.2 , 0 ~ 0 " Aupet -., 1,-.2 u 0 27 '= I 
Aupet 11 , 1,-.2 9 ' TO 19 1n 
Alaplt 11, 1,..2 ' 7 20 0 11 101 
.... It 2'), 1,., 25 0 11 26 0 26 • 
.. phaber 1, 1,-.2 '' 0 I 11 17 28 1fi lept•ber I, 1,.2 

Jl 
0 1l 11 0 ' .. ,, .. bel' 15,19~ 0 _jl ' ,. 

"' llept .. ber 22, 1 2 -L __t -12 ~ ..1U.. 

'fetal lbl..-h 
11801 .r ... 1. 1,.1 
to &ate. 11 } , 279 2l1 ),2)7 211 2,, t.'51 

!I 'fotal 1nol111lol plan11 etaippo& 1a 1,.2 prior to Baroh 17 wbllh aro aot 
te'-11 up •• tbat 4ah. 

1aal .... 1a , ... -en, 
. .... 
c.D 

"" 
~ 
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T,..ai\II"Y 
o1v1e1on or IIOM'I.;.J"Y 

IM~.~~:..!!..~19 

f O! Uilf Cha\IJIC.,. 

be intorooUd in the lalt (marked) 

por•grapll. 
tt.n.w. 

llR • "1111 TB 
Branch 205S - Boo• 214i 
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Z PSP 

~ .... , ....... 
.,, 'IMO..., d .......... &! 

--. ,!el'lll • JO, !!II!. 1 ,_ 

.. t ....... 

IIIJII ipMI' '! 

• r a 1 • u lat.-& .,.. ._ • a '" ,., '"1 ..... oo 
..,.... ._ Nla ... eo ... 'lllr • hJ 11a r=" 1a • -'ftoW 
JldU. ...... _.,-_.. 16 • ?·n 

A ..S'*-1 .atr "= ...., oo ns :a....,., " us 1a -.. 
ef Qo ...... Wldt 05 I 'hi 'llir .. - 16 Jill. Ia .. -· 16 ... 
.. I ,.,,... .. ....... ... ........ : .. b -· ....... eo. -' -= '-- - __.... wta lou t ...-. •,.....-' 17'1 111 ,., 
iatlate& -· 5 .aa ..._. _ ,.,. ., .. ._ .. , ,.11, _ _... 
.,,......_ •• , '-.a-~&"-- a..._ .... _.,..._,.,. 
... JIOJW"=oiiF Dill? .. 'lllr a .SM Ia U91ai...... ... 1.8 M 

.... trial .... ,. .............. ~·---.... -­
~...., .... 

.. ...... , el .. LU=ol ,_, .. ooza&, 1.8 line a.:r:_:-1 
... _,,., ... _, ..... ,. .. ' Ill ......... - .. -' ·-
- •• .. ..... 7 ... .. • ...... - ·-· 2 .... 
~- .... - MOMS I ............. 16WC .. 
laftaU. la ,_.. 'lllr --"' ;M » ._... .,. er ,., •• t .W. .... u,,- ._ 

• =••=Ml a 5 'orttr"'-=- ·•, rt bola ....... ~ ....... t::•JIIU0-10. .... _ ...... -- -
,., -.; 'p' ~- .. .........., I6IR oU ~ .. 

sC •.:..:: :-=:,-.:::;::.-::.=-:.:--,.::a:;: .... 
,., .... .,.. - .. ...a. ea.. ,... I6IR..... .. loUo IMio1 
U..._ 1.1 at?l?s tlliCIR Ill cUrta ll ,_.. 'lllr ,., ~~<•••<,.. .... _ . ...... 
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!i!tUISH !!OS! S!C!!E!' 
0. 5, S!N!IEI 

O:T£L Up. 1)9 

NOr 1'0 er. R£-!!IIJ!S!!W£1! 
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COPT 110. /8 

Information roeeivocl up to? A.U., )Oth Soptftbor, 1942, 

Ono or H.r.a. Doat.ro7ers oscorting a. homoWftrG convoy 1s boUeved t.o 

have boon aunk by a U-boat. 1n mid- Atlantio on tho 26th. Ono or H.M. submarines 

sank • lera• ahi~ off southwoat GREECE on tho 27th . 

2. M!LI'[MY 

!IADACASCAR. On tho 110n>1na or tho 29th a.rtor tho loeol eoo,..,>dcil:. 

bad ourrondorod, our foreea landed at 1'ULi'.AII and oceurJ.ocl tho t.oom ·.nQ borreekl. 

T'nt rlrolou at.otion 1nt.oct. fbe Chief De l:epon ond local ~tratton are 

frhndly and t.ho pollee co-operative. 

&mm.· 1'he Gen:ans cont.inuo thotr alow ponot.ratlon int.o the 

of SfALINCilAD aadnot stubborn reoistsnce and bnvo aloo l'l(lde further sl.lj;ht pro­

groaa up the River TERLK. 

J , AIR OPERA1II»lS 

I•EST!:Ril !'FQ!l! . 29th/30th. ~6 oircrort woro eont mlno-lllyins. Ono 

is alulng. 

~· 27th/28th . TOEP.Ul( UAJUlOUl\ .... abed and AJ.nod. 

su lletiana .. ro hit. LMdin;; grounds nrc attoe•od ooutbeaat of IIAfRIJH. 

28th . !:n- ab 041'1'11n6 tl&htarl hoavl.l.J ucort<>d "'"'" reids on 

l•ndlnc around• at 1JliRitA without effect. Spltfiroo doetroyod one lla 1.09 Uld prob-

•bly deet.royocl another. 

IIEOirt:!UWlll!N. 28th/29th. A \lolllniton abed o ship off CAPE 

·'\ltTIV,ll1'0 (IrALY} , tho next day n 2,000 ton ship • •• ••on beached 1n tM vicinity. 

''•Jr nevo.l o.·ircrttft. att.G.oked o destroyer in th<i auao ON4 ocorln' n torpedo ~ 

~rl-ohlp11. 

H'ltio. SliCURIU 

29th . t.dc.inJ adTant.age ot low olouda cntl r&1.n tin nneaq r.ircro.!t 

'anted o.,.r Southern tngL.uld and dro.>JIO'! booobo ln nrlouo local.ltlee. l n SOIIatS.,r. 

.-.Jily d ... aed, at. P ... 1'0Rl'P. " boys• 5Cbool . . .... t. enJ ll\ IC.JIT ct...rr -..:s ( one •t. 

·,. ~11. h6&d of B-.fl~H. lC.:.li Collier.(. )l clv111rna, inc.l 1)11n.r l ? ~bllirm e.nd 

ut 12 eervlc• ~rsonndl •ere kil led. 
Regraded Unclassified
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~. IJ!r£W.l9PQI 

l!!w ""ndr"· About 7 G!rMA 1111'-rl.noe are at proee~~t lllll.ocatecl 

in tho Sou\b Atlantic aDd are probabl.f illtondiq to opero.to apiut our IIIDDLB lAST 

~~~~plT 1'0\lte. One wu reported about .200 ailoo 110rtb of c~ CD tba 20tb. Till 

activity ct Japaneae sutarillee 111 till ARABIAII S!.l aDd GULl' OF ADD adda flllllltat 

t.o the lieN ot inCreuecl Japane!HH;e ..... D&ftl oo-opornt1011 in t.bese Rtera, 

G!I!W!! !!av. I'IRPITZ wu oicbted •too.ain&: weet in t.be HARVIX araa CD 

the 28th. keporta ba" been receind t.bat abo baa boiler deteote aDd eo M¥ be 

returning ebortly to a Geno&~~ port for dooldn« lllld rer~ttl.nc. 

Regraded Unclassified
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1. 

TMASURY DEPARTMENT 

INT'IIl OPPIICa COMMUNICAnoN 

...... ..,..._.., .... 

.... lletU.IIa 

.,,,,, FEE"' 

19( 

ot U. helft ..... *•• led 1a 'lie ,._, u ,., 
u ANt spt, s1a -.-.. a.,, ... lr1Uu, '" .... u. 
... - •• •••• Ia , ... -~ ,.., "'-" ,... 
lass1a, tift ::r ftSNlS, - &sdNJSP ... - .n-
IWSS .. P ..... I - 1J-Ma'l (aaU•sl1 tie' !let meal .. ). 

I· 'rl''eh "'!"' 

3· X ''" IIPhn 

C1r1uu .,. .. u ... .....-.... ..-.. 17 - ,-, 1~l 
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NTELLIGENCE REPORT 
RUMORS IN WARTIME ~ 

OFFICE OF 

WAR INFORMATION 

BUREAU OF 

I NTELLIGENCE 
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THE RE PORT I II 8 R I E F 

Elements 
of Rumo r 

Ef fecte 
o f Rumor 

Conclua lons 

Rumo rs deve l op out of al t uatlona In which In formation Ia I n­
adequate t o a a t lafy pub l ie I ntereat . Peop te tend to Invent 
and circu l ate exp lanat ions which reflect their Individua l e­
motional biases. 

Rumor& ma,y be cl assltled, there fore, on the bas is of their 
psychologlc.al motivation: lloatlllty rumors are those wtdch 
give express ion to prejudices and animosit ies . Anxiety numorw 
a re those which reflec t underly ing uneasiness and feer. t-'" 
cape ru1110rs a re those wh ich tend t o deny rea l Tty and • ln l • h • 
pr"oblelllS on a wishful baa la. 

In a nation a t wa.r, the condi t ions which promote rumor are 
lntanslfl e.d. The focus of publ ic Interest Is sharper a.nd more 
homogeneous, while censorsh i p clogs the forma l channels of In­
f ormat ton. Wart I me d ls locat rona foster frustratIons and feara. 

Rumors have a contagious In fl uence, spread ing t he emotlonel 
weaknesses they re f lect . Hoat lllty rumors ect to d fs r upt net I on­
a 1 un l ty, w 1 den I ng c I eavagel between elements of the populatIon. 
Anx iety rumo rs promote defeat lam and d fsrna_y . Escape rumo rs en­
cour"age complacency . 

For this reason, enemy propaganda gives Impetus, I f not In­
spiration, tor"umor~ngtr lng. Mai\Y cu r rent rumors are paralle l­
ed by Ax1s r ad io broadcaata. 

The danger of r"u.-ors li es, no t, &I popularly be li eved, In t he 
tnfon.a t lon which they -.y g ive to the en~, but In the •• • ­
fnfonaat I on they d lssM inate u.ong the AJMr lcan peop le. Off lc Ia. I 
denials provide a n Inadequate .eans of co•batt t ng them. Such 
under lying psycho log ical fac tora as tension and prej ud ice c-an­
not be removed through d i rect negation . Positive lnfomatlon, 
designed to overcome the tension and prejud Ice, affords a 1110re 

effecti ve means of ~lnfmfz l ng rumor. 
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COIITEIIT$ , 

TIHI Report in Brief 

The Elaen ts ot Ruloor ··················•·· 
Dlotional Sa.ekeround.s ot Ruaor •••••• •••. •• 

Intenaiti.-tion ot Rl>oor in \Ta.rtiJoo ••••••• 

Rumor Incidence in Two Cities ••••••••••••• 

Factors in the Spread ot Rumor • •••••······ 

Belief i ,n Rumors •••• •••••.••••••...•• • ••• • 

Rur.aora and Axie Propaganda ••••.••••• • .•••• 

l 

3 

7 

8 

ll 

13 

lS 

Conclua.ions • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . . · 16 
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"Uost earnestly I urco ~ countr7Ccn to rojcct 
all rumors.• - President Roosevelt Deconbcr 9 
l94l. • • 

RUHORS IN ~ART / HE 

Rul>or 1a one of the !oundatiOIUI of normal IOCi&l intercouroe. It is 

a pert of the stock-in-trade of ever;yda;y converaat lon. All 111811 spread ru­

mors - more 6r lea a guardodlJ' 1 more or leao innocently and 1nnocuo\l$ly. 

The wider their aocial contecte, the more likoly the:y are to hear rumoro 

and to repeat th... For ·•n do not confine their conversation to veriti-

able !act. Whenever thq relate aey- proposition represented as fact rather 

than ao personal opinion, :yet not veri!ied b:y COIIIIllcn knowledge or recog-

nized authority, thq contribute to the spread of rumor. 

Ruaora are ruponoes to a felt need for cCD!Iunication in an at.los­

phere or uncertainty or inadequate knowledge. ThlQ' move with t!le speed of 

sound. Unlike sound, banver, thq are maenified by distance - a.o)>illied 

and distorted b;y the h...., inatnnents wlili>h tr&n.SIIit them. 

THE ELEHENTS OF RUHOR 

About the middle of ll&roh, tho oteamahip Queen Uary put into the 

harbor o£ Boston. Her arrival, ata;y and departure were not oentionod by 

n.npapers or other modi& o! Wonoation. But since she was pl.ainl;y in 

view, newo about her spread by word of 11011th and becano co=on knowlodce 

-l-

.• .. 

Regraded Unclassified



~U..cl..,.. 

D\11"1nc: the toUQW:i.ne fort.n.tr.bt., a n\lllber ot t\OO.r; about. Ul.t Q\aetn 

M1.r7 att.aintd wtdt c1rcul&t.1on in Boat.on. Tht ca .. o1 the l.at,a,)'ettt 

(Nol'll&ndlt) cave riu to t.ale.a ot h.r dtltruct-ion• 

(1) 
(2) 
()) 

a. .... , oamed. b:r lfecro uUort. 
All hv oftic.er• . ,,.. .Jeq. 
~ or her otficeN o:r .. u.or, ..., Jewtah. 

Sat two •••ka attar her arrival, tht Itt forth in broad clayl:i&ht. 

Her ~PIU't.W"t ro\Jihl.Y coincided rit.h t.ht f'1.rJt. city~de ~l..ac.kout or Bott.on, 

ci..t.ac rbt t.o the atory thl.!- the blackout had been a.ttu&_.d tor the tx ... 

preaa I'WPDit ot penntti::li the QuMn v..r,. to t lJ.p wt ot t11e barbor unob-

CS) 

(6) 

(7) 

She •• e&.r"l"71ng lS,OOO, 20,000, SO,OOO troope. 
Sht ••• -~ loaded with ~1t1on, curled almoat no t2"0Qpe. 
AU ot t.ht troops loadtcl 1n Do.t.on • .,., Jlegou. 
"•aro troope had t.o be drive.n abo&rd the ~een Mary btto:re 

lht .t.rt. They 1Wt.in1ed and whit-e troopt bad t.o be call.ct "'· 
At Use Queen :wary lett, t.roope aboard broke into a aona, the 

wor.s. or wbt.ch were "We a.re aoJ.nc t.o aet. Jlitle:r &nd 1f'h«< •• 
''" '-c:k • • an- co1Ac t.o cet. t.l'l.e .r ..... 

She Mt. ...U tor !11c4nd, Irela.nd, Iceland, Ahic-a, UM li.r &ut, J.n.t.n.U.a. 
... had bMft wNI; witb .J.l UY .. 101\.o 

Mve •• & tll .. latlQQ 1n 'lllb~h ,.,_,..., .. ,., bound to CC"111nat.. t'ht 

~ ...,., •• nt.turall.J' an obJeet. ot hen public int1reat. In the • .,_~• 

ot ad,eqtat.e Woration \o aat.laf'7 lrl\«r'eelt., t.h1 tll'lb~ &rrl.Yal at \be 

~tp PN01pU.ated • • olt.er ot ccnject.ur••· 

4lt.hov;eb \he conject.uzoet •PHAC fro~~ a. COtlllon at.b\lllu, Utq tbowtd 

Witte nriet.)-. PlainlY \he n&tltfe or the conjecture• •a a prod.\ICt. ot t.he 

d.Ut«rin& JIIIJ"Ohological att1hclea UJMIIft wh.tch the st1mll.UI aci«t. 

The creation and tnns:U .. 1on ot ~ 1a a •elec:tJ...-e pooo .. t . 

V.OplA do n01. rep..t. all that. ~ Marl U14T ehoo .. tor rapet1Uon \boH 

\opiel '4llh.1c.b ... t. their o.a in~ .. '\.a and Mt.1a:t'y Uleir 011%1 .oUCIMl t..-­

pa.leel. Al-one with this prceeu ot ••14ctlclft, u.r. ~~ • ~torUOD 1n 

accordance W1t.b the lnd1Y1.d.ual pqcholoe1oal bent or tba ~t.or. 

Hoat.Uitl 

. ) . 

\ 
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8\teb MaOI'f .,.. CCC~:QJ enouch, rr~ 1n ncnal t.J...a. UOft&. J*)ple 

•~ ...,., thcr tner ..... lloth in trequ.nc.y and 1nt4a.lt.y. Todq t.hq are 

Jtn•J'&l.l.r rtlltot.in of anti~tmDmt., t.nU-Sritilh, ant.1-Rlltt:1&n, ant.1• 

labor, anU..Stmitlo, anti~Vtcro and antJ.""'l1en tentialent.a. 

Uona t.ht niZIOJ'S ciroul&t.ed 1l\ Botten &'bout. tlul Queen Mary, tht •t.o!T 

that. the troop. •boa.rd. her broke !nt.o • •q •uec••t.tne that tbe7 ••• •c~ 
111c to en t.bt .J.a• QQ their retarn pro'PldoN a.a obrtous 111u.tnt.ton ot 

tho llooUU~ ,_. \7J*, Boetea I'I'O"idoo • 111l1ou 1D 10b1cll t1wo -•ion 

anu....s..tua can be t&?on.bl1 ree~?ed. TM Que Klz'7 tvrrl.ah4d not.ilil\c 

80ft than e Ptl on •hich t.o han& t.ht f:lr'tJ\dict. HottWt.;r toward JtwJ .., 

tht rtal bt"Md.iAc a:round ot t.Mt p&N.icul&r n.or. 

So10t other ,.,.plea of hott.1Ut7 rlftQrJ ~~q ""' to ol&r1f'7 tht 

.POint tNt. t.heae ue dtttnc1ned ~e bJ' the .aot.ian&l eba.ncter ot tbt 

I'UIIO:r'wt'.Utor than b7 ~ natve at the •U•lat1nc cireua't&Dctl 

Tl*'l t. to auch red.~ eomeet.ed wt.th t.bt Ocwemaent 
tbat \be ,.. h.ber "Q~;ed at 1.ta1ncton tor "-:pon.ry s!:eda 

- loo1l.41op 1a J ... t pUod iq> ..... - .... u..,. .... 
tb.roqp Wit.h 1t, iute&d ot &llOII'tnc 1t. to bt ued aoce 
pl.tce or told to the PlhUc. (Salt Lake City, vt&b) 

The tOldJ.trt ..... no-aood lot - they eo ll"'\md teduc1nc 
~ lOGaJ, Cirh. {New Drunewiok, rt. J . ) • 

Tht •hlPfa.rd "'rker:. set J*1d tor checlcins 1n and not cto­
lroa ""¥ "WWc, (PortlAnd, l.!a!no) 

e,Cl&n4 1a Jun W'11nc t.o &tt. &ll. wr bo)o8 t.rappect 1n 
Britain Wh.,.. 'l.hq wUl bo aia..:bt.oroc~ and u,., ~ 
~ .. ~ wUl - •• OC&lMt tho Obi tad Statu. 

n. ttfeet ot n.::ar. or Ul1.t typ~ 11 to .c:rc-ot• 1nt41mal d1Y1.t1on, to 

dbt-Qrb Mt.tona.l -.1\iJ'o Prca ~ pot.nt Of 'riw ot t.ht.ir CCI\&tqutnoN
1 

thq 

aro wodc~'rinc ,_,.., 1bq .. ..,.. .. I1<"IP tr... CJ'O"P oitldn <llo ,..,... 

laUon, a.art.vat.e aDd .x&uvatt u:ittl.nc clMYIC'"• 

.lnld.oty 

1'ht t•r• to"'Whtel'l 1nd.1v1duat. art eubJect. alto ttlld & natur..l a:­

PI'Htlon 1n naora. i'toplt AN prone \o inYtnt OT npa&t tale.a which .,..... 

tl.ot. \heir cnm w:~~eaairtea. or N.l&dJ\I.Itatnt.. 'nltlt naora tekt 411tC~tnt. 

toru. thtil' t-pec1t1c contcr'l\. doN aot. nec•Ml"117 re!'l«t. \he pa.rt.ic'lla.r 

t~~~r diat.a:rbiAc t.be 1.tdi'ridullJ it. retleew onl.7 tti:XI.et:f 1a cenenl. 

The n.or• ec:mc:~ tM Qo.a.Mn ..,. .tU.eh l'lt.QMt. that. the .... 

Mbot.a&td, h.ad t xplcd.ed or had aunt wit.b all Uv• lce-t ••• t.o retlect 

appr.tt.wion 1n the t\&.I'Tt.t.ort. WhUt t.ht pou~~~e-e ot the ~ .,. ett.­

ulat.td hOtt.111t7 ruaora 1n the ad.ndl ot P••on• overl~ with preJud.1ce, 

U!.t Mlllt prtc1pitat1n(: svem. PJ'O"t'oktd OUI«"I to txprtJ.d(lftS ot anxi.tt.7• 

W&rt.S... conditioM mllti.plT tbt !Mr• t.o ~h peop1e are nor-.ll.7 

...... ~ ..... ,..... art eODC-81"1'1e1! td.\h a1l1W17 .ubject. IWV ot tbe em"Nftt. _ __...., 

in the aJ'Md .... s.c. ... or n&'ral &tt..Us, betrqi:lc and.ttT •bout pwtCila 

.o..u••oaaJ. Wuttrationa ot \be~ Hen a.re eca.t ......... """ 

poow out. ot rw:aora or thit chut.et.r. 
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Ioupe• 

CtrA.ln n.on rtfl«t. a na~ h..n \Udmo7 t.o eeeape trc. 

re.aUt.y or t.o dh\.ort dtuat1oru by YiiWlna th• t.hrougb roe~oloro.cl 

eta.u••· tmllke the &fiX.lety ruoort, Whtch cllttort in the dJ.rect.ion or ex .. 

•.eeerat.ion, .,cape t"\111101'5 t.end to dOfl¥ t.ht ex1.1tence ot probl.., or \.o dit­

ai.u th..- u trl'rial.. 

'l'bNe appeu to be ~t. te .. heq:uet. t.h&n the other qp.. ~ 

et..or1• &boat. tM Queen l&&z7 r..aa .. Unc t.h&t. eht cvried veat. n.t,ab4ra 'Or 
o..__.w-'"" .. ,.. petft.a;:. rt.fiect1'f'e ot ld.abhal. "'1rlk:l.na· Ot.hc- n.ore Wu.­

tnt1 .. or \.b.t.. e.ot1cm.l ~· are• 

W&rehou .. , are tull of IU(&r, to 1111'11 thould U. be 
rationed. (~.,eta) 

Uo)'d.a of Lonclon 1a ~ttina t.hat tht •r w1U ~ a"'ttr 
In 19!J1. (111 .. 0\rl) 

t'tM dMc:v Of '-he 8!1C&pe Nlla' UM 1n it.l pr'o.oti«l ot C~tne7• 
Wotar u 1"\\DDJ't or th.b tn>- eneourac• PtOpl• to believe that au 11 ,o­
q well, thq unclenaine det.<andn.uon a.nd r.l.ax U\e int.ensit7 o.f ettort 
requ.Uitt tor t.ho e!ttct1•e proaoou.Uon ot the -.r. 

lh 1111\)' TI.UIOrs t.he ~t.i<r..J. colorat..ion ,,_, lees clear and 11110re 

d1t!1clll\ t.o cat.aloc. lftut&int.y and CI.U'iotit.7 oit.c tind upr-..ion iA 

~ Wb:lch app&rent.l,f ccr.sUt.-ut..e ~ cOft,Ject.ure. In the at.eoce ot 

real ftct.., people Wild to Wet. ann ... \o U.. CIU*It.i«tS 1lld..eh pWp1.u: 

UMa. ,......_t.l.7 Ut.eee iftYcU.oru eprirlc tr-o. a f'eluet.anc:e. to ..kit s.c­
Gtnw~ee, a dulrt U, .18elt • tn t.bt know.• --

,,.,_ effect ot euch r-.on, bawrt• 

- 6-

/IICI$/F/CAT/(1{( OF llfi/IOR /1 IIARTI*£ 

In a nauon at llll', &11 ot the concl.ltlon.t 1JlcelT to ...-ot.t tbt 

•S'I"M4 ot 1"\IIOr are int.en.Uied.. Thtrt 1t • auch 180ft bc.ocea~ toou ot 

pubUo int.entt. Ulan at rw:r:rwa1 tJJw,t, '-oplt u. INbject to ltl\.eaet hope~ 

&tid teut ~ tbt pn:!ll"NI ot .. ~.. M \beN •etA are ac•....rUr 

t a.bjeo\ w ..n.1M c~ eo Ula\ Uwt cbiMel.e ot W~U..,.. lMil 

rr-.. \ht.n ord.11lar11J, ud oatura117 ~·to. w the popal&:r Win tor,...., 

1M IIOCbt&l d.ieloc.aUonl q__.,.. br ..,. u..o rott.w the tpret.ll ot 

r\IIOC'I o ar .. t MaHI ol 811ft U'l bf'o\llht. t.oc•U.. ill &nl7 ~. W•\ri&l 

worker• tlook 1n wu:xtecO«Mnt.ecl n•ber• to war pro<hct.ion c ct ... t. &11 of 

t.hett peoplt, eoatronted. wit.h no .. l oirci;IUt&ncN atld Ulllu1l.lu •~ 
iDCt, e.bvt. ott tra. tb.tr cuto.J"Y ueoc1&UcN aDd. ..__. ot o-.toaU., 

.,.. pecoUarl1 prcM t.o a 'I'U'it\7 ot tp«:WU•• ,_... abod UM •leo\ ill 

e.leb \MJ &N .,.t. ilrtcr .. Wd - 1oM ~ ol 1.be .... 

~ Ult cowU ot aztT .... , ~ al"l loal: pe.r1.o4l' 1A ..tdcb -

40 not r .. l that. they •• actl•~ part1c1p-.t1J'IC 1n the coa.t:Uo~. 10141.,. 

enc•••. 1n tn.1ttine the \11etulnt .. ot 'llhich u no\ •• ,. clar \.o u..... 
._., __ ,_ doprl•-' ot an:t ttntt ot ett.:tJ.q ccat.r1bclU• MitJV o1.,1li.t.nt, •~-..., 

• _ .. to bee~ bond. and r .. tbt. Soob a a.it.oaUOD to the -... .rrort, ~ 
qvJ.c~• the cS1.,..lo~t ot ,_.,., 

.......... _ ,.._... Cll'1l1a and .erect ot ,_.., 1A ..,.... 
Ift order to·- - , 

-· D>~ ·-tool ... __ ... - .... -u.., Uat .,..._,. ~ 

-·~ - - - - .,.plara-
c1U• _ ... ~~ •• .J,, aad Po~, • 

· --•--' to c~o...- u. r ... IMll\7 ot u~ Wt7 iA ch&n.ctAr, ~ 
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tee.hniqGP tor the &nil,·....,.; or ni'!ICIMI. Utboudt Cl\l:f t.ent.eth't conclueton. 

~ bl clrun !'Na \l'lt rN\&l.W. the •tortr doN Med UaM. on tM w~. 

o! rtiiO:r M4 the .. tt.«'M 1n wb.kh 1t ~. lh &ddJ.t..ion. \.ht ~t~rea. 

~td ·~ ),~ n.crt NJ)ort.ed to U. trca aU PN"C.I ot t,M COJUnt.l'y b)­

it.l corrttpond.tnct p&n~tb, by tht Jl tiel.d otticta ot t:bt Bur.au ot Pvbl..tc 

lrlquir7 and by l$0 ott1c .. ot \1\e red .. ~ S.Cur1<7 . , .... ,.. 

RVNOR IMCIOCMCC IM IM? CITIES 

Tht t.1r0 Oit.hl ttl tot.tcl ! Otr inten&lvt ttud;J by t..ht 8Ul"H\l ot lnW111-

ttnct a.re ...,bol.rcl Ooc.wU\.ha. ro~ equi.T&lent 1n •1 ... t 1a1l.&r 1n 

t.htlr eeanoaic roela\.lon t.o .. tt'opollte.n cetera, ~lal.7 ._,..s. 1n t.ht pro­

ducUm or .,. loocb and 'f1 t.t.U7 attect.ed b7 apec1t1c liUit.&rT and naval 

dftalc.~ta. 'tt\. Uw!7 .,.. ntticict.lT tt;;aanted ltoCJ"8JI\i.call7 to aYOU 

·u. •~ loc.al 141oernorut... 1'be clittC"tfte:N bebrec. u.., c1t.1N are r.­

t'lec.\.$! l.n the d.itf .. tnctl btt.wtc the coct.eot ot nDO!"I ~\. in tleb 

ot ..... 

tJ• BNuwiok h tbe tlt.t ot a ftft' Anl:r •tactnc &l"M, CM,p Xt.lur. 

!hit cup, larp tnwch t.o ho\Lit a population M&r:Qr dou'bl.e tht t.iat of 

New BMinl'll'ick, •• Co.pltttd. 1a;:;" thit ·~· 

r.us.... Portland, 1n c~. 11 • ccnatan1t.7 wtdeh M.7 bt clttcrlbtd 

•• 1nwnM11 ·th!~ ccwuciou.• 

P.wlort 1wl dJ.!tt,._,\. fool 1n the tiro e1t1Mo In IC• ~c:t, U.,. 

ct nured arottnd J.rrq Ute, U. blb.I.Yior or U. tol.41tn and td.Ut.a.ry .r­

tairt. In Port.l&nd, ttc..nr, the tutors elut.e.rtd &.rouncl t.opiu "la\inc 

t.o t.ht thip)'&rdt - t..ht htcb Qtfl of wc:rken, hieh acotd.nt NtAI in \.M 

y&rdt encS the u ount. tnd kind ot work done. 9ut, dttPite \ht d.1t~l"tnn:M 

in at.1Jrul1 and ccnt.tnt, the butc J!.Ot1vat.1on.a ot tht naore ~ eSJU-

lar. 

ln both cCIIIIIUII1 t1u, the a~~~ount. or n•• •PPNI"ina 1n local ,...,_ 

paper• l'ltl.&t.ina to ;he ,... eent.era ot popt.&l.ar 1nt.tren wu ve.rr ...u. AD 

&tliiJ.7•1e ot \be Da1l7 Hc.a N.-. ot .New B:ru:~Pick tor W wttk ot .rul7 26 -

AU&\Lit. 2 d.boloMd \hat. Ut.tl.t n.q .-u puhl.iahtd ccnotmi.ftc acUTSU.tt 

1.n t.ht cep tt.Nlt or ~ern1nrc aueh :awnl top:S.c:t o.t 101-..S.p u aol.d.l.vt• 

~. .. ., •• , \.rOOip ..,.,.....,. or Utt nl.at!cna btt-t«a enl.bt.tcl- and local. liJ'la. 

U.O.t no th1P7"rcl ..,, appean 1ft t.M PorU&nd PN•• .......U, .. .,.. \be 

eport Jllce accolilnW ot thiPJ&rcl be.a«;wll..l ,_... M a.aainaUon or \hit 

paper cN.rSJ\c tht ...- ot JUl.1 26 - A.Ugun 2 ahowtd Wt. no •h1nal"'i acoi­

dtnt.e .. ,.. rte-on5td Md no eccount.a involvtna people dttcribed u •et\1~ 

yard worktrt. 11 

Thia &bitnet of tntoru.Uon adeqYAt.t to allay cJ'Oiil.nd.lttt tS*'ul.aUm 

provtd .. a.n ideal •t.otphtre tor the ifM:rt.t.ion t4 I"WIOt. ~\. U. o.a.mot 

ot 1t.Hl! bt htld r .. ponalbl.e tor nDor ol'M.Uon.. nt. aaof])htre 1n \ohttt 

ecmwnlt..ita 11 ch&r,.S rit.t:l U. teMion.l in wblch ,_or• ct..-lMW. Shi~ 

yard wottctrt w to141t.rt allb due«¥~ b)" \ba bu-lotd ~ tM cU.ltt' 

butlut. c~J Ull7 c:J'GIIIId the •Ofiftc: picwrt \hM.t.tn, c ,_t.t waU.1.n.a 
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lines in restaurants, wander ai.lllessly about ·the streets at nicht, jostle 

each other and aeyone else who happens to be around. They have taw t"riends 

and no local attacllnente. '!bay clillocate the normal lite or the COII'I!Iuni­

ties, ceual.ng irritations and animos1o-t1es . Interest in th&l:l 111 heir.htaned 

by the uneasinees which they create. 

Deep-seated, latent prejudices are brought to the surface, moreover, 

by the veey presence of these newcaaers in the c011111lun1 ty. The Portlander • s 

traclitional sensa or thritt and hard work is violated by his notions of the 
,_.,shd.D'•ar'Cl >torkers • high wages and easy jobs. To the New Brunswickian, the 

111&11 in unltom who whistles at a girl on the street calls up the traclitional 
stereotype of the lust.fv.l eolclier who takes his tun where he finds it. 

In these two cities, interviews were conducted with 172 persons by 

half a dozen trained interviewers durinll a two 11eek period beginning August 

. 23. That l"lllllors 11ere prevalent is 1nclicated by the fact that 1,283 of them 

were recorded, There were 4$6 different rumors, of which .304 were repol'ted 

only once. or the 1$2 that were reported more than once, the average .num-
ber of repetitions was 6.4. Fitteen rumors were reported 16 times or oftener, 

The intervi.,s were extremel.v len£thy, ranging f'raa one to tour hours . 
Although no formal questionnaire was used, every person interviewed was 

given an opportunity to express himself upon the follaoring topics: ration­
ing, defense production, the wartime role of minorities, spies and sabotage, 

ll.illtary stratef!Y, wartime Washin~on, submarine and nawl. action, atrocity 

stories and other topics of purely local interest. At a sui table point 

early in each interview, the purpose of the questioning was explained with 

vaeyinr. elaboratJ.on, dependinc upon the sophistication of the respondent . 

- 10 -
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FACTORS II 'THE SPREAD OF RUIIOR 

On the buia ot the whole conversation, intervi-rs rated each ot 

the persona with wb011 they tAlked ae to their lll&in tocua ot intereet in 

the war, their dee:r .. ot aatietaction with news , their level ot intoJll&t.ion, 

their .degree ot identification with the war effort, their prejud1c8l w 

the degree ot social participation in which they engae:ect. Althoue:h the 

-
rl ze ot the s•ple and the ilnpertection ot the techniques e.plO)'ed forbid 

conclusive generalizations, the data eugcest tour hypothesea aa to the 

factors which facilitate tile spread ot rumors, 

l. The people who were rated as well-informed showed a greater ten- · 

dency to recount namors than did the persons rated 111-intomed, One ob-

Vious reason tor the hither incidence of !'\&!lor among better-intomed people 

lies in the tact that these people have greater verbal facility, are 

articulate, It h a tact, moreonr, that people who are well-infol'Md 

about certain phases of the war are likelj' to have a higher degree of in­

terest in these phaeee. This higher incidence ot rumor •ong the better 

intonfted does not necesa&rllj' indicate, however, that tb.,. are IIOr8 affec­

ted by rumors than the lese intonned; th.,. are less dependent upon r1111or 

for thei.r information and better able to overcCIIM or counteract a l'llllor•a · 

impact, 

2 . Rumor incidence is higher in people who participate widel,y i n 

society than •ong the socially isolated, Obvioualj', 1ocial interaction. 

providee an opportunity for rumo!'-lloncerin,r. It. is natural, therefore, 

that working 'lfQII8D should be aof8 prone to the retailing of nacre than 

are housewives . All persona who eee a ere•t DI8I\Y people dailj' and see 

them under ciro1111111tancee of considerable intiaacy are 1111ch 110re liable to 
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hear and to repeat rumors than the persons whose l i ves are comparative~ 

secluded. The chart belalf illustrates the greater .frequency with which 

rumo~s are mentioned by social:cy active persons. 

HIGH 

IN RUt.()RS 

LOW 

IH RUWORS 

RELATION BETW£EN INC I OENCE OF RUt.«l RS 
AND roCIAL IIITERACTION 

' 

Man,Y 
Social Contacts 

Few 
Socia l Contacts 

). Prejudice a!)peara to be t. fertile breedtng ground of rumor. 

People wncn the intervi.,.ers rated as being hieh in prejudice were twice 

as prone to nention rtDOra f r equent:cy as were those rat ed as unprej udic ed. 

I.. A s~lar relationship exists between emoti onal tensions and the 

incidence of rumors. People who were regarded by the interviewers as emo-

• t1onal:cy tense were considerab:cy more prone than those not subject to ten-

The relationship between nnor-mongerine and these 
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charl0ter11t1ce 11 Ulu.trat.d in Uae following chart. 

RELATION B~EN INCIDENCE OF RlM>R 
NlD PERSONAL CHARACTERI'STICS 

I 

HIGH 

IN RUMORS 30 

20 

to 

o l--• 
10 

20 

LOW 30 

I N RUioORS • · 40 

!50 

60 

70 

;.BELIEF I M Rt/1101/S 

Tensions 

Inten1.ewere in Nw Brunswick and Portland estilll&ted Uaa t O'Yer 70 

per celt of the rumors mentioned to tnem were believed by the people 11ho · 

related them, Belief in rumors is, of course, a matter of degree. Since 

the eelection of any particular rumor depends, in part, upon an e110tional 

predhpos1tion toward acceptance of it, s- a eaaure of belief u;r be indi­

cat.d by the mere recounting of a l'\IIIIOrJ people do not tell etoriea which 

th.,. know to be nonaeneical. 

conatlnt repetition of l'\lllOr• ..,, 110raonr, help to incSuce ballet. 
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The point is illustrated i .n the followine aelf-analyeis oftered. by ~ . . • . .. 
person interviewed in !lew Brunswick: 

• I have heard IIAJ1)' stories about Jews- and thq get M 
very angry - that Jews are trying to get deterred and 
were using all possible excuses J that man;y of t.J)em are 
trying to eet defense work or special cQ'llldaeions in 
places like the Sienal Corps, or other work wll1ch would deter them traD ths actual fightina. A. triend of mine 
on the draft board has even told me o.tl such cases and 
occasionally I even find JIIYSelf believing these stories 
even though I know very well that they are probably not 
true. • 

In eeneral, it may be said of l'lll!lora that they tend ~ find accept-

ance whenever they are ralated, however distantly, ,to s~s known facta and 
\ whenever t.hey present a proposition wtd.ch the hearer ciesires to believe. 

Certain factors operate to check c~ulity With respect to rumor • . ' 
People CCIDmonly reject rumors which are in conflict With first-hand infor-

mation. i'or eX&IIIple, " cab driver in New !lrunswick, 'llbo had heard a story 

about a fip,b't. between a local policcan and an l.l. P. traD CUip Kilmer, said: 
• ... just a story, that•s all it is, I seen h1lll and he's still on duty," 

Rumors are rarely believed when they run counter to a f1rml,y estab-. 

llsbed ballet, A. USO worker remarked, "Uany of lilY friends say ·~oosevelt 

is a dictator and is using the war to build up his political machine , • 

I aa strongly New Deal and that. is just. a l?t of 'nonsense With 
no basis," 

S0111etimea a simple sense of realism makes a rumor s- incredibl!l• 
' ' A doctor in Portland told laughinaly about the submarine stories he had 

heard, "They have t.hoae subs," he said, •cruising arOWld in about tour 
teet or water. • 
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RUIIORS AID AilS PROPAGAIIOA 

Close and striking parallels exist between current nnora and the 

content of Axis proPaganda broadcasts. The origin of 8lV single I'UIIIor 1s 

difficult, pe.rhapa impossible , to determine, And there 1s no conclusive 

evidence to prove that rumors cir<:ulat ing in America bad e~ inspiration. 

Tbere can be no doubt, however, that a great ll&l'lY of th• serve the enllll,)' 

cause. 

Whether or not they originated the rumors, Axis propagandists ·sedu­

lously foster their diss1111ina tion. One out of f1 ve of all of t.he I'UIIIora 

reported 1n Portland and New Brunswick - including those rumors which 

were of Ill purel.7 local character - have been repeated over the Nazi short­

wave station, Debunlc. Allong hostility and anxiety rumors, the percentage 

of coincidence is much higher. 

One or two examples will suffice to illustrate the p~~rellelin be-

tween rumors and enemy propaganda• 

RUliOR 

ULnnesotat "Roosevelt bas a lot 
of Jew advisors around and they are 
telling him what to do , • 

Arkansas 1 "They told me t hat they 
are going to have 750 Negro cadets 
stationed at this school, and that 
whi ta men are g?ing to do the me~ 
iel jobs. There will be plenty of 
trouble if that i .e the case. I 
hear that they have been havi.ng 
race riots down at llontgCIIIery 1 Al.ao­
bar.ta, and that they have had to shoot 
a bunch of Nigeers." 

- 15 -

PROPAQAND.\ 

Radio DEBUNX, April 6t •aut 
would you b&Ye reel ected PDR a 
third time it he bad honeetl.7 
told you what he and hie J­
crowcl of advisors were up to?• 

Radio ROllE, to North America, 
July 291 l942t "USBOih The 
United States War De~t ca#­
aunicates that 769, I will repeat 
the figure, 769 Nesro cadeta ban 
been admitted to an Aaerican Of­
ficers Training School.• 
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nlinoilt •Troublt bt .... n the 
Utdc.ed SUWit toldittt and :!rl.t.lah 
ta141trt 11 CCI'I:Onpl&ot." 

In tl'le • •<inc of P"TCholopeal warfare, A.rla propaf!Mc11tt.t tvLve con­

alttent.l,y pl•~ upon the kn<Mn weaknesses o! t.hoaa wt\QQ they at.taek. tl'ley 

1\h .. been cont.ent too widen exhtins oltavaau, t.o cawJ)OUncl oontuaion, to 

ut)'l.lfy alan~~. In t.heir •t.t..cka upon the trni ted Sut.ea, t.ht aW ot our 

en•it• have 'bttn t.o Wkltmine U. eon!idtnce of Aller1can1 in t.he1r OoYern­

=tnt, t.o totter dbcord bttnen al.norl1if elelllent.a in our population, to 

enb&tlct canl\lt1on ani~ - 1n thor~, to dhe.rt. OW' att.eniion !Ten the 

rMl ltw., COill"roft U...OC u. 

Whl.tAwv \he ot1.t1n ot ..,._..., thail" tffect.e ha.,. bMn to prcaoW 

\bi:M .,..,. ~. U 11 1n tbue errecu that the real ct~.npr1 or 

na~ne U t . Worat.t1ona1 c.opaip have COI\IiatlnUJ- at.retMd 

the Uleeh U!"~ lOOM \alJc M7 w.nee.r the lint of -ric.&l'l t0141trl 

&nd Milort. 1'M lnt4r~ corrorl•• lnO~nce of looot tAlk 1n the fonD or 

t'I.IMre hu b-.n l&rpl.1" ilno od y • 
r • et the real menace they r.p-tt3.nt. u .. , 

not u •\I.Cih in t.he tnfonaat.ton they Si"• to t.he ener.tv, 11 ln t.he a11infom• ­

tJ.cn UMy t:ivt to Ule 41MJ1.can Pt'ople. 

1n Mt.r1ca at ..U..)re&d U.-.ts or 41nft1~, and.et,y, cCIIIIPlAc-r and 

coat'\111<~a. 

'Ill• effect at I'UDCII"t s. t.o aart'Wat.e \he ..u:n..... 'lllhWa U.V t:U..­

clo... AD4 11. 1t t.o t.h1.t ..S that. J,x1a pro~ta coatc.to.l.7 ct .. 

iapet.ua, 1t not. 1Atplrat.1oa, t.o thfi ~ of ..-era 1A \he thi\14 ltat.ee. 

To the t:d«\t. \bat p.ople depead. upon ~ for tbt1.1' blowl.Mte ud. bt­

Uett, t.htlr conticlMct 1n t.ht !01'1:111 snt.ea of c--.t.catlon 1.8 .ndc-­

alntcl. TMlr t-.ith in euthorlt.at.ive •OW'Cea, and, conaequ.ntJ.y, 1ft \be 

Oovem.Mt. u. .. lt, 11 deereu~. 

Rurlort within a cc.lunlt7 gow eoat eul-13 1ft lituatiOM ._... 

peoJ)lt ..,.. confront.ed b1 new and unexplAintd proobl.eu. ftleit' 1p:"Md lt 

accel..,t.td b7 the trlct.iona and. .trv..tt.rat1oa.s llblcb deYelop wt. ot tiiiU"Uat 

ci.Ulooat.lont. 1'bt VC'7 hoetlllt7, a:ul•"£' aDd 4et1N tor .,.,.pe wtd.ch 

1'U!ICI'N refitc\- cont\.U.v.14 \b.s.r p-ia:r7 IIOI.V'CNo 

the hidl l.ftoJ.de.:t ot na:r uoetc .U WonMCS people art_. a 

..an.a ot c0111batt.1Dc the ra10r dance. Btcaue ot ~ U "-"07, U.... 

peopl.4 ..,.. acc••ible t.o anti-t"'Z::CCZ' e<a:o:al&M daiprtd t.o enlltL UM:tr 

coopeNtJ.on. 1'h40' need t.o be tbcMrl that the ciaaclnc etfecW of .....­

.oncertnc Ue, no\. to rwch in lt.s d!aclc•un of ln!ontUon \.o tM ~, 

u 1n it.l di'f"laln t.nd dl.ooncerline: ~t on the hOM tront. 

Rwaor dental, W1'11le of acu·e •al\l.t 1n cembattlnl J'\001'1 of • looa1 

n.atu.re, , ... an .t.nad.equat-1 DMnt of m&~tlna th• probl• •• • wfiole. ~ 

und.wl71tll piJCholOiical !actor• at t.entlCfl &tid preJudice Gt.r'lnO\ be r .. 

110.,.e4 t.hrwch direct n.pt1on. Jbtitin wora~ion dlltl.cfttd c.o oorwo.., 

u.. wnei<:D an4 Jn~J1d1et a·t.&nlil a btt:wr chtftee of llitdalaJ.nc nwor tMD 

au\hcrita~bt reblat.\.ala 'of tht rc.an ~eln•. 
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Regraded Unclassified



Loc.al tap&i.p t.o ~'I"'M\ ..,.... ,...,., • 1.1a1t«t ~ •• 

""""b ........... ...,. -· 1t OONlMo]T .U...tod, ..- ... -

wtdeh U.., ... k to ecett.c.b.. t1M7 nMd car.M ......,.b1on and. coord.lnU.ion 

W1th !0<101'0). poliQT. 

Die lute n·•ber ot 1"\aart of .a~ ... lowtl"i.aa potent1alit.iat ln 

c11"0~t1CI\ •u.are•t• t.he iltportanca of a ccnt.inuin~J tt~ ot t.M proble. 

Ttwre h I'IIHCl for in'reat1gatJ.on ot th• 1.no1dtnca ot l"UUIIr on a national 

bule, for a .tud;r ot the e.ttaet.e ot \be .ore ct..~ l"QQOI"J &ncl fw 

l'lar\ber aA&l.7ili ot tM pqcbolocle&l tao \on whlc.b 111t0ti Y&te ~~ 

lDI· 

SOORCES Of TNE REfORT 

!Me report. 1a CI&MIS on tbe foUC1111t!C Mte.l"Wt 

~ ...,.... 1n 1W10 IUt.enl C1U .. , • diYUloG 
of Sllr'YIITI, s·peos.al .. port. Ill 

J.ppm:!Ut 1 LSAt ot ._.. ec-,p1lAd 1A comacuce 
wit.b SpoeW. Rope<'\ 121 

R1.D:1r Report, Speol.al Ser'rlc .. Dirt.iclft 

Tba D1•1t1on ot Svnqs report.s .zoe an.ila'ole to 
&\lthorbecl 1nd1viduala Uu-ot!P t.ha eur .. u ot !nt.tlll&enc• of the 
ottic• of Wtr ;nromauon. 
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