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Innn1on 
~O" ~tA-r Co"\dl ti.'lnl 

- J.: -

J·.i n t , :n.a.rfltf'U o! 
)!e~ftl, ~v t,n,.. used in e.,ine.'?ot - 194C' , 19· 1. 

and 8'\\.\r •• h~~.! s·)~ :.:..; ~- ~'J/"'ll/,il . .. • . .. ... 
•l :-11-.Jr' • letter to t:•lton- 10/n/41. ... 

(Ne1eon ' • letter- 1?/17/41 : page 110) 

r,nu,ol 
~.~ \ r c~~diti~ns: J~l~ 

• r1e~ c~· trol 

- p -

S ·~r C.,nctt t,\"')r!B: Inflftt1~~ 
r·u!llt:> ~,.l•t\o.,.~ . Tr~e~ury 

jee Trea~ury ~!le1£ne~ 

- j{ -

li.;eeRrCI. And :irn~tetics , Dlvtai•m .,r 
fif-IJ')r\. 0!\ p rojeCtS d.•Jrin"' J\·.v~-t. l5lj l,, , . .. ,, , 

Ktwen,te ltf'vta1on 
~nou~J {Cnrl) atud;r : ".n.nO'H\': of '!'fo!Xflll 'le.-d~d tn 

J·.&..'lf' 1~42 t) 1\.~'t!rt Ir.'"lf't\on" • l0/~1/.:l. ... . 
C:, .. ~J• .. u~\. ,.ec Stn.t-!"' h'.')t.,a~ce ~r cto· .. "le 

tl\Xf.H.1?"1: C1nf<:"t"JI"tC~ 1 t. ~e: r.,.a-~;•J in 
.;&.a..11"\,;to., Octobe:- !"" ..••••••.••••• •• ••... •• . 

Ctt~ll:\11-~:"4!1.~ .::r~tein .... ' ''l1ted .ltAt-tt: ~-;-parAtivl! 
.iAU• ~!'l tn.e~ne r:..c. l',f1~• t.AX<el- lf'/:1/""-.._·. 

ll) i.:; Rl-le ~.l .,. eriCRn :... btteey , Lo·u:Jon, 
ear.~c~~~~ c~- ~ o! ~~~rc~ 
·~fltf-""i!.:t- 1,./':.. ' .. ! . . •..... . . .. .... ... . 
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b) Additional peroonnel re~ort - TholtplOn 
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:J . S. S. R. 

1) Public RslRtions r•orr,onlzec 
n) See Tl>OOJ>ton eehetlon• -

10/27/41: Book 454 , pa~e 202 

- u-

See Var Conditions 
UnIted J(ingdOAI 

See Revenue Revision 
• Yar Conditio~• : United llncc!o~ 

- w-

\(at Condition• 
~chAnge market reaume' - 10/21/41, etc ••••... 
Vor•l~ Funds Control: 

Food Speculation: G•ner~l license permits tnls; 
Hv.Jr dl~cusses vltb Wblte 8nd Foley -
10/2:3/41 •.••. ......•...••.•••••••..••.. . ..• 

a) Conference - 10/24/41: Book 454, page l 
1) ..:oend.>ent to General License !lo. 9 
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r ::o ~ •• ( Co: t\nue~) 
l'llrehnt \n' l:lu\on: 

Fedoral ll .. erve .danl< ot !lew York ot&tcent 
ohowin~ dollar diobur oemento, week endinc 
Oc tober 1~. 1941 •..•.•••.•••••.••••••.... 

U. S.S.R.: 
AnGlo- Ruttl&n Inter-Bank A«re .. en\ ot 

h pu .. ber 4 , 1941, 11•p1••Unc Anc1o­
Ruulan l nt......OO.ftrlllltll\al Acr-•t of 
AucU.• t 16 t 194..1 • • •••••••••••••••••••••••• 

United lClncdODI 
""&1 o-Jiu .. lu la ter-liMII: •-t of 

Sept .. ber 4, 11141, !Ql-tlnc Allclo­
ltuui&a lnter-GoTe.......,\al Acr•-' of 
AlJ.C'l.l \ 16, 1941 • ••••••••• • ••••••••••••••• 

lleet Virginia 
lee loe l&l lecurl\7 

\1\ckard, 01au4e Jt. (leer•~ of Acrlaa1ture) 
See 4lrlcal ture 
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TREASURY DEPARTHENT 
W11shington 

FO~ J..E.LEASI:. , MCRNHIG NE.iSPAPE.tts, 
Tu~sca~i October 21 , 1941 
ru;:w 

1 

Press Service 
llo. 28-12 

Th~ Secretary of the Treasury announced last evtning that the 

t~nd~rs for $150,000,000, or thereabouts, of 91-day Treasury bills, 

to be dated October 22, 1941, and to mature January 21, 1942, 

which were offered on October 17, wer e opc.nt.d r.t th e: Federal 

Reserve Banks on October 20. 

The details of this issue are e.s fol:i.ol?s : 

Total app!ied for - ~303 , 852, 000 
Total acc~ptcd 150, 185,000 

Range of accepted bids : 

High - 100. 
Low - :J9. 989 Equivalt.nt rate e.pproximah1y 0. 044 percent 
Average price 99 . 994 " " 11 0. 024 11 

(71 percent of th~ amount bid for at the 1~ prict was accepteo 

-
-· 
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GROUP MEETING 

Present: 

H. t!.Jr: 

H.LI. Jr : 

Kuhn: 

H.l.!.Jr: 

Kuhn: 

Mr. Haas 
J.:r . Thompson 
l.!r. Blough 
l.!r . Foley 
Mr . Yorri s 
J.!r.Bell 
J.!r . Kuhn 
1Ir . Schwarz 
Mr . Gaston 
1lr. Barnard 
JArs. Klotz 
Jdr. White 

October 21, 1941 
9:30 a .m. 

I ao going to rush you people a little bit 
this morning. Eccles is coming in at 
ten because I have just got to get on this 
financing. 

(Tbe Secretary held a telephone conversa­
tion with Mr. Sproul and l.!r. Rouse. ) 

:•Jhose job would it be to find out whether 
the Navy ho.ve notified their various people 
that !.!r. Knox is going on the air tonight? 

I can do that. You mean t he people at sea 
and so on? 

'.\'ell, par t icul ar!] in the school s . They 
think t hey shoul d be r.otifi ed. 

C.V. ! All ri -H . 

-.-
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.~ . :.: . Jr : 

Kuhn : 

Gaston : 

Kuhn : 

Klotz: 

H.t: . Jr : 

Kuhn : 

H. M. Jr : 

Kuhn : 

H. i.!. Jr : 

Bell : 

:1 . ' . Jr : 

.. 'L.ere are i'crt:· .ou~ n" bo·rs in sc~ocls , 
c.vi taey tlJ.n': the;; c:,oul l 'be exc~:seC. 
toni "'l:t to listen to ·~ . [nox . -:.t sen 
anl a t school. 

I will uo it l'l ·ht nl'ter this meeti:l•· . 

·:ie are in the j;::·.;r r.o•:t . (Lau-hter ) 

:toy just es!-:e 1 if the 1.a•ry haC. '.:n}:en over 
t he 7reasur;r Hour, and I s~tid , "I wished 
t hey had • . , (Lauehter ) 

It woul d ~e life siopl er for ;ou . 

Incidental l y , you mi ~ht tell Vincent Call a­
han to tell lir . and !.irs . - l7ha t ever t heir 
names are . 

HUf!llllert? 

Yes . Tho. t 11hen they ::o t o the trouble t o 
put on a son~ by an America: composer, Lhey 
mi~t ment i on hi s name . They didn ' t ~eniion 
his name l ast ni <;ht . '.'/ould you pass the.t on? 
Di d you l i sten? 

llo . 

'.'!ell , I di d . TI.e; didr.' t ::J~ntion his ::ll'llC . 

u .7e .,..till !'t0\7 hear a son"" b7 a ~roun:: .'..:::crir.,n 
com,oser in the <r:v," an.i ti.cn t:tc" :;h;.· it 
and· c!on ' t SO.j' \'.':1.e.t he i3 ~oin" i:1 the :~rn:r 
or his n!l! .e . 

It is 1)::'0bbl" o.~nin~. 
Intclli ·e.-:c(\ ... crvico . 

" 

... ~o · ·~ ... .. ,:,e" 
.. • ~ • • .;J 0 
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Bell : 

H.M. Jr : 

Boll : 

H.J.I. Jr : 

Dell: 

H.1l. Jr : 

Bell : 

H.:.r. Jr: 

Boll : 

De.n? 

You sent me this ca.ble of Oct ober lG fro1c1 
Fox and asked for a reply today. TI1at 
cable came i n last Thur sday when ·.7e were 
preparin~ a cable to Fox, and ~e read it 
over and it said in that cable: '"ile have 
just received your 4-20 . '.'/e a.re neverthe­
less sending you thi s cable to clari~J the 
situation." 

!;o·., there are more cables in last night fr om 
Fox ~hich we haven' t gotten ]et , and this 
doesn' t really need answering at this point. 
1'/e have set it out in the cable that went 
out last Thursday. 

i'lell, can I forget about it? 

Yes, sir . 

Are you and 'Nhite in agreement? 

I think ~e are. I think all of us are in 
agreement . Probably tomorrow or Thursdar 
we will have another conference on China 
when the new cables come in. 

O.K.? 

Yes, sir. 

Got anythin~ el se? 

I have an amendmont lo the 'i'r easury re;:;ula­
t i ons on tax notes 11l.ich wlll enable pat•ent 
co~~nnie3 to sub~crijo for subsidiaries . Our 
b~>lanc" ·a1ul•1•J ·ot do:m to • lo:1 of ·'\·;c 
: '-1~:' . 11' 

' 
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H. l.!.Jr : 

Bell: 

H. U. Jr : 

Gaston : 

H.K.Jr: 

Gaston: 

H.M.Jr: 

Bell: 

Gas tOll: 

H.ld.Jr: 

Bell : 

H.1!. Jr: 

:!\s ton : 

(:~ . Bell handed tax anticipation note 
pamphlet to the Secretary.) 

Vlhen it is printed, it won't ooae ~ 
like that, will it? 

Yes, sir, that ill the printed do~t. 

7/ill it show through? What ao 7ft .u *'• 
offset? 

That is offaet Oil the JNII. '!bat l8 -' 
otte•t printing. It 11 aa off•t a * 
pre a a. 

Yes. 

bt h what I Maat. 

I take it 1 t •• the pea et ,.,.. tU,r W 
to uae. 

It doea't oOM ~. 1111t lt b ,_.. tM 
d1'ur sheet • it pleb 1lp \U JN'lGU I 5 .... 
lion. 

I wish 70u would tell tu IIIIa t hlat­
l.DJt Oftioe it 11 Ter'f ••Uitutolf. lut 
hold that in fatU haM. 

Who oontaota tha f 

I don't know who did it, but we will f1114 od. 

Well, would somebodT pass the word befoN tJMr 
print them nll? You can' t read that. 

Of course , thnt is a thing they will onlr raa 
~or one or t~o imPressions . That is some-

~~~ tne type is run 

5 
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H.ll. Jr: 

Bell: 

H.M. Jr: 

Bell: 

H.ll.Jr: 

White: 

H.ll.Jr: 

Schwarz: . 

B.M.Jr: 

notz : 

H.M.Jr: 

Haas: 

H.ll.Jr: 

- 5 -

throu~ without the sheett and then th~ 
try to scrub it oft, and 1t picks up tor 
two or three sheets after that. 

Get me another copy, will you. 

Yes. 

This is terrible. Get me another copy. 

Yes. 

That is all I have. 

Harry? 

I have nothing. 

Wonderful. 

I bave nothing. 

Have you got AnT follow-ups? 

I am looking for th•. 

George, at ten o'clock, Eccles and you and 
Henry Ybrph7, please. 

!ll right. 

How about that coat of lhing atuf! for Mra. 
Roosevelt?-

6 
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Haas: 

H.M.Jr: 

Haasr 

Kuhnr 

H.t!.Jr : 

Kuhn: 

H.M. Jr : 

Barnard : 

H.){. Jr: 

Barnard : 

Kuhn: 

H.M. Jr : 

Kuhn : 

H . V. . JI' ~ 

7 

- 6 -

Here it is. Last night I had this run off 
(handing repo1• t to Secretnry) , which gives 
the September thirti eth. The latest we had 
was August . I t didn't change i t much, 

All right? 

Yes . 

)(ajor NaJ1111 and his Retailers ' Group will be 
meeting here i n the Treaaur,y on Thursday. 
Harold Graves is very anxious to have you just 
say "Hello" to them downstairs sometime Thursday. 
Could you manage it? 

Sure . Remind me Thursday. 

Thursday morning? 

Yes . 

What is the name of the fellow that used to 
be comptroller of Uacy' s? 

Beardsley Rwnl. 

Is he still there? 

Yes, still treasurer. 

I have the time of the vnr ious items tonigh t . 
I will send i t in to you i n the form of a 
memo . 

What time'? Will you get it in to Hrs . Klotz ' s 
hands , actually ge t it in to he r hands ? 
Then I wi 11 &et it . Pl~Ase . ''.bat time does 
No el Coward come on'? 

I l 
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Kuhn: 

R.IJ. . Jr : 

Kuhn: 

Kuhn : 

H.l.I.Jr : 

Kuhn: 

H.M.Jr: 

Kuhn: 

!I.!J.Jr: 

Kuhn: 

H.1.l.Jr·: 

Blough: 

H." . Jr: 

: 

- 7 -

I have all the information about that man. 
I didn't know what you wanted it for . 

Well, the other man, this fellow Strei t is 

Oh, yes , Etheridge is a different kind of fellow. 
He is a political writer. 

well, Streit? 

Streit will be do1m in Washington tomorrow if 
we want him. 

Last week on Oct ober 25 or thereabouts we got 
a letter from the Pittsburgh United Electric 
and ~lachine \'/orkers , and I wanted to send 
a letter. 

I believe it was answered on Saturday. 

'.'loul d you tell Mrs. Klotz about it sometime? 

Yes . 

All right, Ferdie? 

Yes . 

hoy? 

1he British- Canadian income tax compari sons 
you asked for will be !'eady before lunch today. 

'.','ondcrful. •::i th an explanation so I can 
unde1·stand it? 

.. ;th ~ooe "Xplanation r.hi ch r.e r:ill be ~;hd to 
cl .. ror!te as :nuch as you wish. 

ee 11! r• T ,. ~nt vii th this Canadian thine, 
'o sa,v the vnrious thin•s thnt 

th c, l. ithh lOin~ tnx, 

8 
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Blough: 

H. IJ. Jr : 

Blough : 

H . }.~ . Jr : 

Blough: 

!1.M. Jr : 

Blough: 

II. I,!. Jr: 

Morris : 

H.''. Jr : 

t~or~i s : 

H." . Jr : 

- 8 -

and this t ax and tha t t ax, and they have t o 
make -- I know they have to make a t ax for 
t he ur - - I mean, I think it is a hospital 
tax. They have got all kinds of taxes , 

You want a descr iption of these taxes plus 
t he effect of the whol e business as a burden? 

Yes . And then how it affects the fel l ow -
I would eive it in various jumps , you see , from 
one thousand to two thousand, t~enty-five hun­
dred and up , you see . 

The tables are already r eady. 

You take the workman in Canada has to pay 
four or five different t axes . 

That is correct , 

And you have them all? 

We have them all, but it may t~e a little 
bit longer to wri te , so it may be the middle 
of the aft ernoon before it is r eady. 

1bat is all r ight . 

I have a letter from Allan Sproul . I am not 
quite sure vhether you saw it or "hat I am 
supposed to do with it . It says he is working 
on tryi ng t o get some data on cnpi tal issues . 

That is just for your information , that is all . 

And has ~ullivan seen vou about a ~enort on 
yes tct•ilay afternoon or' co ;;ou \;:tnt one'? 

No . Last nieht 
talkl>d 1·,i th hi~:~ 
a:n ~In on no+ . 
1 • ~ 1 :-o""": ..._ 

he 1 ent homo 
~t ci ht th ' 
V I • "' (4 

1. 

\.lthrne, 11<1 r 
orn· •• ·, I , . 
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Morris: 

1[,1/, Jr: 

!.lorri s : 

H.M.Jr : 

Foley : 

H.I.! .Jr: 

Foley : 

H.v •• rr : 

Fole;r: 

- - -

All right . 

V~l l you be here at ten? 

Yes . 

Ed ? 

We got a telegram from Irving Wright, the 
chief examiner on the west Coast, to the 
effect that the Yokohama Specie branch in 
San Francisco, there were very large with­
dra~als yesterday, and it may be necessary 
t o close that branch, and I have contacted 
tean Acheson. He has got his people over 
here this morning, and they are phoning the 
facts to us at twelve o'clock, our time . 

Yokohama Specie where? 

10 

In San Francisco . They don 't know whether these 
licensed Japanese nationals are taking it 
out and putting it under the mattress or 
putting it in another bank . They are ~etting 
those facts for us, too. I nsofar as llquidity 
is concerned, the bank is under water . It 
may be necessary to r evoke the license . 

Let me know. 

Insofar as retali ation is concerned, only the 
National City has one branch. The other two 
branches are closed in Japan . 

I t al ked to ~rnncis Bindle yes t erday and he 
doesn ' t v.rmt to r ive us those names . H~ says 
hE' i ~ ·oing lo cake an investi ::; ,.tion hi m3elf 

, ~ 1 : ven hun~t·Pd •ho•tsqnd by 
; 1-o · a•:oCJ_, ·:tt 

·, 1 ' trn 
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H. M.Jr : 

Fole;rr 

H.M.Jrs 

Whl. te: 

Gastons 

H. M.Jr: 

Whl te : 

'I . '.' . Jr = 

- 10 -

Hoover. I will talk to Hoover again, 
however, but he thinks that that 
is --

Well now, Gaston is taking up their 
whole thing. This is these ti!tJ­
six so-called co .. uniate in the 
TreaeUJ'J• Wb7 aa I not entitled to 
knOW'? It he 110n' t ghe thea, 11r. 
Dies will give thea to u. 

I said that he aaid he thought that 110uld 
be better. He didn't think it 110uld 
look right !or him to gin thea to 
u.s. 

Oh, nuta. I aa juat el~k ~d tired 
ot the way Francia Bi ddle 11 behaving. 
M7 God, he ie the woret ;ret. 

Absolutely. 

Yea. 

This ia in the room. 

He is worse than that. 

He i s the worst one yet (laughter) . I 
thought, gee whiz --
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Gaston: 

H.JJ.Jr: 

Gaaton: 

H.ll. Jr; 

Foley: 

H.)l.Jrs 

Foley: 

H.JJ.Jr: 

Folq: 

Whites 

• 

-n-

Did you read the 1 .. Yorker's ator,r an Bridges 
baTing fun w1 th the FBI? It u7 soothe you a 
little bit it JOU read that. 

Sed it in to me. 

Well, Herbert and thia un (Thompson) know about 
rtrf contact on thia, innatigating under orders 
tl'<lll the Preeidant on OPJ.I. Han you (Gaston) got 
it up now? 

lea, I ban. 

Talk a bout it and it Fran oil Biddle won't gin 
it to me, s~e --

He doesn't want to. 

it he doesn't give it to me -­

him I would mention it to you. 

we will aak )lr. Dies tor it because 
going to ait here tor months while 

!d.ttu' Hoonr innstigatea the Treasucy. 

Well, we can pick it up !rom llr. Dies. I 
think •• will ban aD7 trouble getting it 
hia at all, but I think Francia is right. 
think it wauld be htter tor us to get it trCD 
that source rather than tor him to give 1t to 
u because it would look like a whi tnash it 
he tumed around and gave it to us, particularl7 
whan he baa bean Jtinn a hundred thousand dollars 
by Congreaa to maie thh investigation. 

How look Ed, it there are aD7 CCilllluniata in 
croup•, it seems to Ill the quicker we lmow it 
and the quicker 'l!e_,et th.a cut, the better. 
!hll"' 11 aau a~ o~dantul•terial 
tloa ting aroUDd Z.ro • 

.. • 
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Foler: 

Th<m~paon: 

H.ll. Jr: 

Foler: 

H.M.Jr: 

Foler: 

H.lo! . Jr: 

Foler: 

Thompson : 

Foler: 

H.M.Jr: 

Foler: 

H.JJ . Jr: 

- 12 -

That is perfectly true, Harry, and he says 
that the people that he and I know on the li st 
are peo~le that obviously Dies has taken from 
some ma~lin~ list somewhere and they are no 
more COIIIllunuts than we are . 

I suspect we have already investigated them. 

You missed it. I got off a good one. Ed 
Fole7 sara t her are no more Communists, Harrr, 
than rou and I are, and I said, "How liiUch is 
that worth?" 

That is what Biddle says to me, "than we are. " 

Well, I still say, ever since Ed has seen there 
is a ten thousand dollar fellow on that, he 
has been a little worried. Well, anyway, if 
this fellow --

Do rou liUlt me to ask Larry to pick it up from 
the Dies Committee? 

Yes. 

Well, that will be all right with Francis . 

Then we ougbt to check that list with the invest­
igations we have made. \Ve have probabl7 covered 
them all. 

I think that is r ight. There is one fellon on 
there I am sure of t oo, Dan. 

All right . Now what else? 

Congressman Luther Jolmaon, who is on t he 
Foreign Affairs Committee --

I had better call up Elmer Irey first and see if 
it is all right with him because I don ' t ·::ant to 
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Klotz : 

H.IJ. Jr : 

Thompson: 

Gaston: 

Gaston: 

H.M.Jr : 

Foley: 

Gaston: 

H.!.!. Jr : 

Gaston: 
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get Elmer Irey anzry at me . (Facetiously) 

You could.n ' t . 

But that i s what happened over there when they 
went over to see them. Francis Biddle says, 
"I don't know whether I can do this. This 
may make 1dr . Hoover very angry . " Isn't that 
what he said? 

He didn't mention Hoover's name, but that is 
what he said. 

He is too big to mention him by name. He 
just says, "he, and "him. " 

Capital "he~? (Laughter) 

He didn' t mention Hoover by name. That would 
be sacrili gious. 

Are you all through, Ed? 

Yes. (Laugnter) I am di scouraged. 

In view of the turn that this Honolulu thing 
is taking, we are sending Fred Gaertner, the 
Supervising CUstoms Agent on the Pacific 
Coast and one of his brightest men out by 
Clipper from Honolulu Thursday. They are 
going to get there Saturday--

Well, I think on that--

• • •. to see i f the7 can ~ive any help, because 
it hns turned into a proposition >.here the 
Army isn' t takin~ the stand of wantin- to see 
that justice is done . It i s a strai~ht out 
baltle asainst the CUst o:r.s . The:r ;·:nnt to 
destroy t his man . 
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Gaston: 

l! . Ll. Jr:. 

Gaston: 

H.H. Jr: 

Gaston: 
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Gaston: 

Foley: 

.. . .. ... 

.1 . • "'r : 

1 
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\'/ell, I want Ed Foley, then, to send one of his 
men too. 

\'/ell, you see, he can ' t act as a lawyer out 
there . 

He can tell me, though, what is going on. 

This man Fisher, one of the two Customa men who 
is going out, is a lawyer. 

I still say, if it is this kind - I would like 
Ed to send a man out. 

All right . 

It is a straight legal matter and it is now 
between Stimaon and myself and I want to be 
advised on the law on that . 

I don't think, just privately, that Stimson is 
strong enough to buck that Army machine. 

No, I think Stimson is a great fellow. Don't 
forget what he did on the Spanish thing, and so 
forth . I think you underestimate him. On a 
moral issue, there isn't a finer man in t his 
count~ than Henry Stimson . He is strong enough 
to bucK anyboay on a moral issue. I have ·got 
great respect for him. But I think if we are 
sending people out - talk it over. 

I will do that . 

I think we ought to have somebody there who can 
make an investigation of the facts and let us 
know. 

./ell , you talk it over . ;:_:; inclination is , I 
~hlr.~ : t ou~h t. to be a lar:;,•er . 
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All right. 

And a trained one . 

Anythi~ else? All right? 

16 

All r il!tht. Oh, I wanted to tell you, I don't 
knO'II' wliether Carl Shoup sent to other a in the 
Treasury a copy of hia atudf on the neceaaarr 
taxation to atop inflation. If he didn' t , I han 
a copy of it . It h quite interesting. 

Well, I got a letter about it end he ia to be 
here Thursday morning, but if you haYe it, if 
you would gin it to --

He sent several around. 

He sent several around. It is worth reading, 
particularly the first few pages. 

I would like to han one. 

Seventeen percent supplementary additional 
taxation on net income . 

I would like to han one. 
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HMJr: 

Allan 
Sproul: 

Robert 
Rouse: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

IIIJI': 

S: 

RIWI'I 

II 

Hello. 

October 21 , 19~1 
9:30 a.m. 

Good morning, Mr. Secretary. 

Good Morning, air. 

1? 

Good Morning, gentleMen. Look, it you don 't 
know now, could I call JOU back a little 1ater? 
I ' d like to have you tell 111 what you think we 
ought to do on thie retund1ng. 

Well , I can tell you what I think right n9w. 

Go ahead. 

I think we ought to - that you ought to open 
up the bunch or 1 ~3'•• and give a t1tty per 
cent exchange to the maturing RFC'e and CCC'e 
and do the rest tor oaeh 1n the ea11e 1eeue. 

Uh huh. 

I think that t1te 1n beet to the general program 
ot t1nano1ng we've been tal.king about, thet 18, 
long term obl1gat1one tor the permanent inves t ors 
and as abort aa po ea1ble 1nolud1ng bills tor the 
banke. 

Uh bub. 

And 1t 1 s 1mposeible t o do thie all with bills 
and to retain anJ rights values, which I t hink 
ie desirable temporarilJ, and tberetore the 
next beet thing, 1t eeeme to me , is that abort 
note in wbicb onlJ a emall a.ount ie outstanding 
and in which price - pricing it at par to exobange 
holders gives about the right premium on a 50% 
exchange. 

Yeah. That's the way you reel. 

Yeah. 

Vell, we're pretty tar apart. 
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HMJr : 

S: 

HMJr: 

S: 
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':lhat? 

We 're 9retty f ar a part. 

\~e are? (L&ughe) 

Yeah. But I'll call you back a little later. 
Hr. Eoclee ie coming 1n at ten. 

I see: 

And I 'll call you back after he leaves . 

All rlght, f i ne. 

Thank you. 

18 
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To: 

I 
Treasury Departm.e.pt 

Division or Monetary Research 

10/21/41 
Date. __ ---·------19 

19 

The Secretary might well read 

th" first Chapter (which is a summary) . 

However, 11 he doesn 't have 

ti:oe, J am having a one page sunmary 

1tade of the memorandum Which will be 

done in acple time for him to read 

before t~e three o'clock meeting. 

a.o.'W. 

IIR. WIIITE 

\ Branch 2058 - Room 214f 

.I 
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<Cnluntbi.t ~lniurrsitt> 
itt ttJr~itu of.!l tuitlork · 

' -
sc"OOL or auautcss 

October 17 , 1941 

Mr . Henry Uorgenthau, Jr . 
Secretary of the Trensury 
r.8sbing ton, D. C. 

Dear 1lr. Secretary: 

1 ,.. enclosing 8 cow of 8 r esearch report 

that analyzes the need for taxation to prevent infla-

tion. 1 t r ust that thio stu~ rlJJ;f be of so111e value 

to the Treasury in the l1Kht of the current pressing 

problems of f inance. 

Sincerely yours, 

~ 
Carl Shoup 

CS:Ni 

enclorure 

• 

' 
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SU.!>'ARY OF PRELIMINARY REPORl' 0!1 Al.llUlll' OF TAXATION NEEDED 

lll Jllll3, 19'12, TO AVERl' DIFLATIOH 

The coat of Uvins 1n the lblited States baa been rising during the paat 

row months olmoat es fest ee it did during the first world war. In no year 1n 

tho period 1915-1920 did the index rise ot on average monthly r a t e for tho year 

.,rooter than 1 . 7 per cent . The r ise fran Moroh to April, 1941, wee 1 . 0 per oont; 

n·cc April to May, 0 . 7 per cent; ft·an May to June, 1 .7 per cent ; fran June to 

July, o.6 per cent; !rem July to Auguet, o.S per cent . Moreover, the Federal 

coverm:>~~nt ie pJonnlng to increase greatly ite defenae spending. Ia there, 

then, a real danger of substantial 1ntlat1oo (that ia, e aubstentiel rise 1n the 

coat or living) over the next yoer or two? It the danger exists, can it be 

largely el1min0ted by increased taxation? !low much taxat ion is needed for that 

purpose, end ~hen? 

Let ua cmpere the sit uation os it stood during laet June with t he proe­

pecta far June, 1942, under a favorable eat of easumptiona . In June, 1941, de­

fense expenditures were t!Ore then $€oo million, or et e rate of about $10 bil­

licn a year . In June, 1942, they are expected to roach an annual rete of $24 

bi llic:n, or about $14 b1ll1oo more then 1n June, 1941. Frodootioo for the coun­

try ae a .mole een probably increase at coat by about $12 billi<n 1n the aame 

per iod . Hence civilian output muat decline by $2 billlcm at June, 1941, pricea . 

It conewer epending did not riae above the June, 1941, level, it eael:lB likely 

that private capital formation would decline by between $1 billion end $2 bil­

lion. It the lorger of these dec lines occurs, tho increase in oxpendituroe by 

goverru::ent m1nu.s tho decr ease 1n the epend1ng by producers of private capital 

soode can be utehed by en increase 1r. pbyeieel outp~t . i!ut the feet tbot ~12 

~1 illcn r.ore ie be inO s~ent ::.ea.cs t:u\t c~.a:..:::e1·t t:ill :e gett!.:".S a:out $12 

' 
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billlCll :oore 1Dca:Je (actuall,y nearer $ll b i llioo becauaa of retent1oo of pr ot­

ita by ccrporot iClla; but t o avoi d dealing 1n trectione or billiorut 1n the cc:m­

putetiCllB that fellow 1n t his &UIIIllllry, the $12 billiCll f1Qu:re is uoad) , )'adoral 

tax revenue will be a t an annual rete ab out $6 billion hishar next June than 

last, ee a result of both the lar ger flow ot 1Dca.e and the hisher rates enacted 

1n the lle•anua Act of 1941, The $12 billioo increase in oorutumere ' inc aDa will 

therefore mean only a $6 billioo increase 1n purchasing powor . But the corutum. 

era will have no greater physical amount of consumer goode and eenicaa Cll wbicb 

to spend this added $6 billioo, tor they will have received t bia extra 1noa.e by 

produe 1ng, not cooalltar goode 1 but ll%1lill%:>8nte, ldlicb they cannot b~, Lest June, 

cCilBUI!Iere ware buying at en annual rete ot about $70 billion. Next June, govern­

ment end producers ot privata capital goode will together, net, be adding to 

CCilSLill>!r purcbaaing power sme $6 billiCil a ,ear mare than lest June , '!'be :reoip­

ient s of tbia added purchasing power will be spending part of it on CalBUI!IP­

t iCil - - probably aa.e $4 billioo a ,ear mora than last June, the remainder ba ing 

absorbed by persona l or corporate aanng. Tboae who benefit by the increase ot 

$4 b1ll1oo a year 1n oonatmJptioo expenditu:ree wi ll 1n turn be epending more than 

1n the previous yea.r . Just what the total 1ncraaee 1n o CilSumera ' spending will 

be ie diffi cult to est imate, but i t would probably be et laaet $8 b i lliCil a ,ear. 

By next June, then, consumers would be epending at an armual rete of at 

least ~78 billion, with Cllly $70 billioo or goode and eenicea to spend it an, 

at last June 's prices . The extra $8 b1llioo or cODSIICiollre ' outlay would be a l ­

most entirely reflected 1n a price r ise , ot about 10 per cent , With eo sharp e 

rise in con.aumer apend ing and oooeequently 1n pricea, the expendituree on pri ­

vate capital goode would probably not decline by $2 billi oo (aeeumed above) but 

ttigbt 1neteed actually rise . More t hen tbot , the government 's own spending 

"c~ld ~:resu:..ably ir.c:reoae, since it would have to pay hi~cr pricee for the 
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goode it purchuod (1te tax :rnenuo WOQ14 1nc:rea1e too, hilt p:robeb~ not 10 

.:uch). n.e rite 1n the ooet ot ll'r1zl6 woul4 etreJl8then 8x11t1zl6 tendeD01e8 

towo:rd wogo 1nc:reaee1, thua re111116 ooete 1 and therefore p:r1oee, etill hi~e:r. 

Honoo tho ooet at li'rill8 would p:robab~ han rieen b7 muoh mare than 10 per 

oent no:rt J\me. To p:rnent th11 wido1p:read riee 1n p:r1ooe b7 d1root p:rioe ocm.. 

trol would require uni'Oe:real rati0111n8 and meroUeaa polio1z16. 

Such price r1aee, baeed on an o:roe88 ot ocne~~~:~er puroha81zl6 poooer 1 
oan be 

etoppod by preventing ooosuaere trCJD sett1116 tho ~ b1111c:n oxoo11 purchae1z16 

power, ar b7 1nduo1z16 theiD to epend 1181 ot it than thOJ nCIZ'II8~ would. 'nle 

Detonee Sa'01nge Bcmd oampaign will help oCIIIOWhat hero. Suppoee that ccneumere 

ore bUJ1n8 Datenoo BCil4a , na:rt Jllna 1 at an annual rate about $II billion sroater 

than lest Jlme. Part ot this will reflect mere~ a eh1tt1116 at a .. ots -- a 

drew1ng do.n or ea•1ngl dopoeitl, return or hoarded curronoy, end eo em. Part 

or the rest will OCJI18 trCJD norml ea'r1nge, tho lc1nd ot en1nge that ere alreaclJ' 

allowed far 1n the oalouletic:ne abore . On~ the remainder -- probably not more 

than $500 millicm a ;year - - will c c.e o11t or IIODeJ that wOQld othe:rwiee han 

been epont on ocnell!lpt1on. 'n111 reduction 1n ocneuaer outle7 bocauee or De­

renee Bond purchaeea will of'feet en equinlant aaount or apand1zl6 b7 tho :reo1p-

1ente ot the o:roeee purohae1ng power that the gOYe:rmoent i e dietributins 

Uu-01181 ite defense p:rosram. Takins into acoOIIIlt 1nd1reot ortocte an the 1n­

oaooe and ependiJl8 ot others , totel epend1ns by all oc:ne11110re would be about 

$7 billiq, a year abon June , )941, inlteed or $8 b1lliq,1 thanD to tho Datonee 

Sninge Bonde campaign. Th1e decline or $1 billion 1n o:rtre apen41ns would 

help, bllt obY10QI~ it would not be onouS> to etop the up!llll'd spiral or p:rloee 

outlined abOYO. 

To etop tho prioe r110, ocneuaere muat be p:re'Oentad traa sett1ns the o:rooea 

Pllt"Chaeing poooer not orteet by the Dafenee BCil4a that are bousllt by olltt1ns 

-

• 

• 
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0001111Pt1c:m. The aureet wa7, and 1n taot the cnl7 practicable wa,-, to prennt 

thea trcm sett1DS 1t 1a to a:rtraot an add1t1c:mal $5 b1ll1c:m or e:~ trao ~e1r 

inC-•, either b7 add1t101111l ta:ree cr b7 O<Zq~Uleor")" eaYin@le, That ie, bJ JUDe , 

1942, the gOYerrm-nt muat be oolleot1DS, oUZTentl1, $5 b1ll1c:m more out ot o:n. 

aumer 1no'"""• than will be oCIIII1n8 1n un4er ~· preeent re.-anua a18teJ111 1t it 

wnte to prennt a eubetantial r1aa 1n price• b7 than and tcreetall an nen mere 

oerioue c:me 1n the letter part ot calen4ar 1942. 

The e:rtra receipts needed b7 J une , 1.942, to pre.-ent a price r1ee me,- pro..e 

to be 11uob bl.Sber than $5 b1ll1c:m, poel1bl1 ae bigb u $9 b1ll1c:m (annual rate) , 

The $5 b1ll1on eetimete 1e baaed on a ocab1net1c:m ot opt11111etic aee\Bpt1Cil8 

about poee1ble 1noreaee 1n output, and decline 1n e:rpendituree b7 producers ot 

print• capital goode , 

One •1 to 1noreaae gonrm:11111t. rece1pta out ot COIIIIII:ler 1nocae ie through 

toroed en1nse broU{#lt about b7 cCDpuleor")" pa,._nte to ~a go..ernment 1n retum 

tor aecur1t1u not reela-ble until attar the emerseno,-. But 11h1le thie method 

baa the ed...ntaae ~t 1t prCIIIieee a future P8.J'II8'lt tar preaent eacr1t1ce, it 

would mean u sraat a eacr1tice 1n terM ot ~e 1n41rtdual'a preeent c..._ 

t1on, aa4 vcal4 turtber intcnait,- the peat-war problem poeed b7 a larse pub· 

lie debt, There 1e little reaec:m to belieTe that the ta:xee wbiob would repa.7 

the debt •• or nan P87 the 1ntereet on 1t •• would be an,. more prce:reube than 

thoee 11hiob oan be leTied now, Tba time to collect ~o tax ia now, wben the 

so~t 1e addins large e..- to the 1noaoe atre8111 througb the detenee progrem. 

A te:x an 1nocae ie the 111011t cllract 111etbod ot abaorb~ the e:roeu purcbes­

ins power, But an 1noreaee 1n ~a ord1necy 1ncaae tax will not do, A Rnsnua 

Aot ot 1942, even 1! paaaed earlJ 1n the rear, would not drain purcbaeins power 

llntU 1.94.5. The added tax muat be collected currentlJ trCID 1942 1noCillOo . The 

boat 1187 to do this ie to uti lize collection at the ecurce eo far oa poaeible - -
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to ben tho pe:ror dod~~Ct tho tox i'l'CD tho '11888 1 oalar;r, interest, or diYidand 

pe:rmont before it roaoboa tho worker or inYOator. CoUootiem at the 1ouroe ia 

necoaear:r 8%J11W4:r, tor two other reaa~. J'iret, onn tho moat oarot\U tarooaat 

ot tho amount ot taxe• Dee4ad to pr'eftnt a prioe rile will prme 1CIIellbat in 

orror . 'l'bo amount• inYolvod are 10 larse that an error could haft eer1oue oan­

uoquenoes unleeo it wore sub ject to prCDpt corrootion b:r obangoe 1n the rate ot 

tho new tox eo etten as over:r throe monthe or eo. SeoOD4, the 11111ount ot new 

taxes DBeded io eo large that it will almoet aurol;t force a lo.erq ot the per­

oonal exemptiona still turtber (aa:r, to $1,000 tor a married couple and $500 for 

0 single taxpa:rer) . Taxpayers near tbeeo levola can be roached satiafaotaril;t 

cnl;t b:r colloot1on at source. Moreover, since they apend about aa quickl;t ae 

tbo:r rooe1 ve, tbe:r lllil#lt not have the caeb em band to pa:r the tox unla,. tho:r 

wre aaked to pa:r at least cmoo a month; and the:r coul4 acarool;t be expected to 

file tweln returns a ;year. But tbe;y oou.ld fila one return a :roar, wiob would 

aUe>< them to ola1m refunds, 1f pereonal exomptiona, eto . , bed not been oorroct­

:cy token into account 1n doduotq at oource. Silll1larl;t, it will be d1ft1oult 

to collect inoreaeed toxea floan toxpa;rera sCIII<nlbat bil!)ler em the 1.nocae tax 

ooela unleaa a convenient methOd ot inotollment payment ia provided tor the ad­

ditional tax burden. Partners and proprietors (inolu41ng termers), and landlords 

oould be required to submit quorterl;t returns, paylne on their eet1J:lated current 

inoa:oa, eubjeot to an annual corrootion. 

To raise the $5 billion, this aupplamentar:r eouroe-colloctod inoaoe tax 

would beve to be 1mpoaod at a rate of about 17 per cont on that part ot tho in­

C <De 1n excess of oxempt1ona ot $1,000 (1D8rr1od) and $500 (eqlo) and o $}00 

credit tor each dependent . 

If $9 billion bad to be raised, a }l par cent rate tor tho aupplmentar:r 

1ncace tax would be needed. It would be better, then, t o put the exemptions 
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aubatant1aUt below $1,000, $500, and $300, and poesibq 110d1!7 the rnenue re­

quuoementa to allow a price rise of, sa;y, 5 P<~r cent a )"aar, thue P<ll'llittiriS the 

use of a much lower tu rate . 

I! $7 billi<m had to be raised, a 24 P<~r cent t.8lt rete would be needed, 

under tho $1,000, $500, and $300 e:re~pt1a>e . 

I! we bed to. make a deo1eion at this mcment, we should reccmoond a tax oo 

the lowest baaia, that 1e, at 17 per cent, subJect to upooard change 1t a further 

check of our tecbnique and dete indicated still a renae ot $5 b1lUClll to $9 

b11Uon. If it did, we should then rectlllm8nd l oweririS the exemptions to about 

$900, $450, and $250, and al.eo allowing the ooet of Uv1ns to riae veq moderate­

ly, thus penn1tt1ns the tex rete to be eat at perilape 20 P<~r cent. 

To avoid more than 100 per cent texatiClll in oanbinatiClll with the 1941 Re­

venue Act, the 17 P<~r cent tax could be levied oo the inacce c1nUe the regular 

incane tax an 1942 inocmee paid under the 1941 Revenue Act . This adJuetmant 

would be carried throUSh in the annual return, filed 1n 194;, not in the witb­

bold1ns• 

To avoid a stead)' upwe.rd rise in pr1cee betare next June, the supplementary 

1nca.e tax neade to be in oparetiClll, at a scmewbat lower rete, sa esrq aa Janu­

ar;y, 19'<2. The rate ebOUld, tar thie purpose, be at least 13 P<lr cent tor the 

fl.rst quarter or 1942, and 17 per cent fer the second quo.rter (April-June). 

Even then, a price r1ee frcm the June, 1941, level would not have been entirely 

avoided; ea;e heo elread;y occurred, and more ""'7 occur b;y Januar;r, 1942. To 

this extent our ccmputat1ona 1n this prel1m1nory report do not take f ull account 

of the actual a1tuet1on. 

I! the aupplel:IO!Iter;y tax were thousbt to be aa=ewhat too llsbt Clll the well­

t o-do, the rate schedule of the regular inoano tax could be edJueted accordingly . 
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A auppl.ementar7 inoame ta:r of 17 per cent en that pert or en 1ll41Tidlllll 'a 

net !JloC:CO ebon $:1.000 ($500 dnele) ie e eenre burden, but not eo enere as 

tba ev1dentl1 inevitable riee 1D the ooet of 11vin6 that will reault unleoe e~ 

tal meoeuro of thia me6Dit ude etarte dro1n1D6 puroboain6 p011er b7 Jonuoey end ie 

1n tull operotien b7 ne:rt JUDe . 

sc:co 11ll1tat1cne to the eoope at the preoent report auet be eaphae1ud. In 

tho tiret place 1 •~ k1nda at price riee OIIJlDot be stopped b7 ta:reticn -- far 

uampla, tho recant inoreaeea 1D the prices ot ccttcn and 'tdleet eo tar aa the7 

have been oeueed b7 the SOYIInDent 'a loan program. The preeent report oftere no 

augaestiCill en direot preventien of euch price increaaea . In the eeocnd place, 

tbe amount or mcne7 that ahould be reieed by ta:rat1en mey be greater then the 

amount needed merel7 to prevent o r18e 1D the coat at 11vin6• The lq te= 

poae1b1l1 tiee ot en undu1J heeVJ 1Dtereat charge en the budget and a 4alleerouel7 

large stock ot mene7 are relavent here; but 11m1tot1cne or time and reeourcea 

have made it 1mpoeaible for the preaont report to anol7ze these uttere . Tbe 

counts at ta:rot1en that we now recaanend ore therefore m1n1m•"' quont1t1ea . 

Tbe7 would b7 no means bale.Jloe the budget; 1D fact, the7 1mplJ the oontiniiiiJlCe 

ot a large ann11111 dsf1oit . 

In the third place, our ano1Je1a ot enti-1ntlat10Dal')' ta:retien boa not 

given full ocnaidoretien to the problem of epec1el to:rea en bueinesa 1.ncar.e. A 

Sll:Jple riee 1n the corporate 1.ncane tax rate does not oeem vary sUitable; the 

answer may lie 1n sane fonD of toxinS Undiatributed oorporeto profita -- e cao­

plex catter then carnct be adequetel3 treated 1D thia report . 

In the fourth place, the figures that we hove ueed in our cQDPuteti cna call 

Our&lJ be l:'ofined by further research and will surely hove to be changed as new 

C<lld1t iexts devel op. At tho lee at, e conthly recQDPutet1on ie called for, even 

tb0116f! it would be better not t o shift tho tox rote, 1n prect1ee, until tbe re-

C(t;puteti~.JJ al ~·1 d "' • 1 chance • 

Regraded Unclassified



8 

AIQllrl' ~ TAliS *'"«II D JU11 ~ 

11ow auob taxaticm 1e Dee4ed U a alill'talltial riae in tbe retail pz-ioa :lnal 

("1ntlat1cn") 1e to be averted! To tbia Q.uaaticm tbe pz-eaomt rap<rt a44reaaaa 

itaelt, end to collateral Q.ueaticna alaoa Bow aocn are tbe tax -uretl neededT 

Yft>et ldJida ot taxaa will be auitable tor tbia purpoeeT 

1'ba preaomt report 1a prel1w1M'7; it will ba t ollowe4, wltbin a ..at~~ or 

two, b7 a final repcrt that will 111olu4a, DCII8 otb_. it.., ~ ot 

source• utilised in 4_.iTill8 tbe data tbat, tor braT1t7, are preacte4 b-

without auob expleneticm. 

Tbia pz-el1•'111P')' report flrat 41aoll8aea, in tba 11Ft ot raoeot oballpa 

and tbe senenl pz-oapeot tor tbe next JMZ' or ao, tba a4Tiaahillt7 Ul4 poa­

e1b1l1t7 of keepinS tbe ooet ot l1Tin8 trca r1ain8 abarplJ, 1'beo to~ 

a 4eeoript1Qil of 111bat baa praTed to be tbe •.lor talk of tbe preamt atu4J, 

tbat ia, tbe oca~putaticm ot tbe approxt..ta aozt ot added tall l'BT81llle 

tbat will be needed U a allbl'talltial riae in tbe ooat ot l1T1Jl8 1• to ba 

avo1414, 1'be teobllique uee4 in tbia oC~~q~utat1cm 1e daeor1be4 tirat in 8'11-

erel tel!U ID4 tbiD atep b7 atep, 'lbe a44e4 l'BTeDue DN4e4 1a pvc u ot 

Jlme, 19112. CC~~q~utaticna tor a nwar ot aarl1_. aaDtba - - OTeD tor ..atba 

before Jan\IU'J, 19112, U tbera 1a ~real pz-oapeot of - t inS new tax 

l , 1\ie preeomt atud7 was 11111da poe81ble tbroll8b a snnt ot tllllda to tbe lDati­
tute ot Publ1o Adm1n1atrat1cm b7 tbe Oarnasie Corporat1Qil1 and bu bee 
Oart'1e4 oo under tbe auepioll of a joint oCIDittao repraaomtiDS tbe Cor­
POitet1Cll'l and tbe Inetitute. 1'be IIOIII>ere ot tbe ooadttae and tbe t.o in· 
et1t utione bear no reepone1b111t7 tor tbe oootenta at tbie pre)smsn•rJ 
report. Tbe work wee etarted in June , 1941; it ia expeoted tbat a fiDel 
report will be submitted t oward tbe oloee ot tbe Jlllr• 1'be autbora 
eclalowledae tbe valuable aaeiatanoa of llarlan Bramble and George Lent in 
r osoarcb , and Dorotb7 Banton, eeerotarial asliatant, We cannot axpreae 
adequat olJ bare our 1ndebt ednaaa t o tbo manr 1n41T1duala who bava ase1at14 
.a eo seneroue lJ. 
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...,eeure• before then -- can be •4e b7 Ule - teahn1q~~e, teoll: at tS. a4 n­

eouroee u the cm.lJ' reetOD Ult7 haft not bee Siftll here. 'l'he fiDel -tiOD 41•­

outH• ~ ldn48 at te:r tlult WOill4 be ell1table to nile the Nftllll8 -414 to 

detoribea briefl,r tlul warll: 4<De b7 41then 1n t1u1 field covered b7 th1t repcrt; 

another eppendi:r preeente an e)61bre1o tarmulat1CD at our taohn1Cl•• 

~e OrCIIf1118 Dinrsenoe at M!De)' !Go.-. u4 lloal I-

1brll • Jar upeota ot the nante at t1u1 peat 1M1' need to be kept 1n 

milld 1n formuletin8 a tieoel pol1o7 tar the oc:m1nt1 ;veer, 

Ib the firet pleoe, dur1n8 June 1 1940, reel neticoal 1nocoe •• be1n8 

seneretad at the rete at $74 b1ll1011 a 1Ml'• One )'ler letar the flow he4 in­

orelled to $86 b1U1cm 1n Jtme, 1940, prioee, 

Ib the eeo0114 pleoo 1 th1a 1nore11e at $12 b1ll1CD we epree4 tbrOIIShout 

the ooonCIIIJ, Altho\l(jll the lerseat pen, perbape over coa-helt 1 had te~ the 

tono of 1noreete4 4etelllle 1 there he4 .-'- a ~~~erlal4 1noreeae 1n bOth the 

tloa at ccoal88r soo48 an4 aerrtcea an4 e441u- to printel,r ame4 bu.ineea 

planta not 1nolu4e4 1n the detenee allpelll11tarea. 

Ib the th1r4 place, tho 1norello4 phyaioel output •• ace aapen1e4 b7 • 

price 1noreaae at _. II per cent •• recorded b7 Ule eCIIICet letber81o Bureau 

ot Labar Stetutioa ooet at l1'1'1n8 1n4e:r, teioh tan4a to llDdaratete tlul aotuel 

rue, But th1a 1nore .. e tar the 7eer ., a eole we b7 no ..- e'I'IDl,r 4iatr1b­

utad tbrOIIBhollt the 711r. The ace lliiiP8D11n6 chart lhc.a tar MOb 11 uerter teet 

port ot the 1nore .. e 1n a01117 inoCDet want into a price rile nther than into • 

rhe 1n reel output, J'rca the th1r4 to t1u1 fourth quarter at 19401 IICIII at the 

1ncreeee 1n inoc.e we ebec:a1>a4 b7 the 1noreeee 1n prioea - - ph)'ltHl ...­

roae •• rep14l.J .. a011e7 1no.-.. llr<a the r-t11 quarter at ~ to .. ttrat 

quarter ot ~ cm.1,y 10 ,.r cant ot the 1mrnr1 sa IICIIII)' 1noc.e we abaortled 

.. -
• 

Regraded Unclassified



11111 Dl'fD<IIIIa 
UAL A ~-n 

._ ,_ 
( ~ ~IIAT& 

,:~~ A f'=-
.. 

/ 
~ 

/ ~ , 

- ---........ ...- -
...-
-~ 

• 
JWM J•1' AYe. ..... Oct • ..... o ... ,J .... ,.b . ..... ..... M•1 Jun• J~otiJ 

1940 lt4J 

Regraded Unclassified



bT pr ice r 1ees. But fl'<D the first to the eecmd quart..r or 1941, about half 

(51 per cent ) or the rise 1n inocme went into inoreeeed prioee rether than an 

augmented flow or soods . Thie tendency for ria inS price• to abe orb a sr-ow1ns 

pr oportiCI'l or the inoreaeee 1n IIICI107 inocme 1a apparent),y CCiltinUinS •• fl'<D 

JUM to Jul,y, about " per cent at the inoreaeed inocme we eo ebec:rbed. 

Detenee llequire.ente and Output L1aitet1ona 

U we look now towardll the future rether than the peat, the 4<Dinet1ns 

10 

ract ie the 1118¢tude ot the detonae prqp-11111, We have eet1meted that it will tn,. 

crease trao an annual rate at $10 bilUCil 1n June, 1941, to $24 bilUCI'l 1n June, 

J91;2. 'l'heee t18uree are baaed prilllaril,y m the October 5, 1941, eet11118te or the 

Director ot the Bureau at the Bu4Set . 

In the peat it hae been poeeible to 1n0reeee both output tor detonee an4 

for ch111an CO'Il8\111Pt1on. can th1e cont1nuet 

The $12 billion increase 1n the annual rete ot output at c<W~tant prices 

rrao June, 1940, to June, 1941, il Cll8 at the lerSeet, it not the lerseet, ever 

attained 1n this oountr;y durinS an;r twelve -month period. It we acocapllllhed b7 

1norees1ns oiv1l nan.agr-1culturel CIIDpl~nt by eaoa 3i milUCI'l an4 everese 

houre per week 1n 1118Dutaoturin8 1ncluatriee by about 10 per cent, 'l'he lebcr re­

serve 1e epparentl,y eutticient to permit a further inoreaee 1n emplo,ment ancl 

boura ot about the eeme 1118¢tude by June , 1942, thoush euch en 1ncreaae would 

CCI:le oloea to ebsorbinS ell but an irreducible m1n1111um at the unemployed, unlen 

it drew beavil,y an that pert at the reserve that is not oOIIDted ae unemployed . 

'l'he smaller nllllber at unempleyed and the ver;y much hi~er rete at wbioh the 

80Cil<D7 ie now operetins makes the probllllll at abearbins euch an inoreeeo fer 

core difficult than it wu 8 yee.r aso . Moreover' the ·- inoreaee 1n 1118n-boura 

would probabl,y yield a smeller 1ncreaee 1n output, 'l'he ad41tional un.houre 

WOUl.4 be worked primaril,y by the leaa a killed, einoe they ere the cnoe wbo ere 
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new une.~loyod or ere work.ine ohort hours: ocarcit:y ot llletorials and plant l1m1-

tet1ons are eppooring at an inoreeoing nUClber of pointe; C.1min18hin8 returns 

are eettin8 1n with 1noreaein8 intanoity; the need to use substitutes will J.n.. 

creeee tho real coat of output, etc , Those oonsiderationo ouegeet that we ebell 

probably not exoeod during the next ;year the recCIX'<S aet during the 12 mcnths 

prior to June, 1941, end llleJ even tail to equal it, This view io supported by 

tho elecl:ening rate et which tho Federal lloaorve Board index of prOduotim has 

cbnngod 1n Juno, July, and Aueust . 

If this c0110luaion ia valid en oxtre:t.el;y l.z::>lortont 1ntcl'$1l0e tol.lowe: 'lhe 

reel flow of goOds to the private sectora of the econaey cannot 1norcaae, dur1n8 

f1ooel 1942, over the annual reto prevailing 1n June, 1941. In foot, it will 

bave to deoreaee b7 at laaet $2 billion (at June, 1941, prices) . This tact, 

rooted 1n pbyaiool probl.eme ot prOduoticn, io independent of fiscal policy at 

the oruoo time tbet it seta the problem which fiscal policy must solve: How to 

Jtax1m1ze t.'te reel flow of goode f or defense first and tor consumption eecmd, et 

~. B!!l:B time that the ooat of defense ia equitebl;y distributed? 

Relstian ot Public F1nenoe Polley to R181ng Prices 

It is generally conoeded that e rapid rise 1n tho price level is one of the 

leoat equiteble methOde ot diatributine t be coat ot a "'ar , It increaaee the 

coet of defense, it lays a burden ot maladJuatztent oo the future, it taxes the 

poor mare heavily then the rich and wage earners more beovil;y then recipients of 

profit , and recipients ot fixed 1noCI!JIIe moat heavily ot all, To be aura, the 

recipients or fixed 1nca.ea must in any case sacrifice aa:ethi:Jg, otter the cex-

1t:um aggregate of civilian oonsUClption baa been reached; an 1ncreee1ng pert of 

the aggregate must be offered to defense workara thereafter dretm frao other 

tredca end trao the unemplO)'ed . But the amount and diatrib :.~tion of t he eocr1-

fi ce of the fixod inc<I'!O groupe can be deten:.ined to eate extent b;· o ca,..,f r·· 
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oc:natruoted fiscal pol1c;r, S1Tin6 ruultl preferable to thoee ar111zla 11D4er the 

o<llf'ua1m of Wlet10D. 'nle prevent1cn ot e lubetent1el 1noreaee 1n the oa.t ~ 

U'fin6 11 , tharefCIIt'e, a prerequ1dte to en;r aqu1teble 41atr1but1m ot the 4af-• 

burden; it il the 11111Jar obJective of tiaoel polio;r toaa;r , althouab it il u.part­

ant to :remember tbet it 11 b;r uo - the ml;r ob,)e0t1n. 'nl1a nopc:rt doee lllllt 

deel with theN other ob,le4t1ne bat e44rtlleee 1teelt noludnl;r to the preble 

or the preYont1m ot prioe rieee tbat eern no pr04uot1l'e purpoee 8114 heDCe at. 

toot morel;r the 41etributicm of tba ooet of defenee . 

In part 1 price ohellee liee oute14e tho Jur1141ot1cn ot Uecal pol1o;r. s.­

j)4rt 1 tar ex.U!Ple 1 ot the pr1oe 1norea1e1 turin~~ the peat ;reer wre releted to 

1n0reasoe 1n the prioe of imparted aooaa . Sc:me part aleo reeulted tr<JD r1eee 1n 

the price ot asriculturel pr04uote 1n4uoe4 b;r guaranteed •'"""'- 4aeme4 neoea­

aer;r to protect the fa~r 8114 enooureee or<>p exp~~~~~icn. Alth~ it woul4 be 

poaaible far fiecal polio;r to oounteraot price 1noreaeee ot theae ec:rte b;r in­

ducing otfaettins price deorea1ee 1n other eeotara of the eom~ 1 the ruulting 

41acouras-nt to pr04uot1m 8114 har48h1pe for Terioue groupe woul4 mala~ euch a 

forced aintenenoe ot a atable average level ot prioee eoaroel;r worth 111>1le. 

Piecal cantrol of prioee 11 called far when, beoauee ot a general euperflu.-

1t:y or mcme;r 1n the han4e ot would-be btqare reletive to go04a em the ehelvee ot 

wOUld-be eellere •• a dtaatim wll deaor1bed b:y the tena • "aeller'e oarlart • •• 

there ia a t8114eDC;r for moet prioee to rile. The problem or prevent1z18 euch a 

r1ee, shoul4 it be 4ea1rable to do so, 11 in lerge ~~~&aaure a Trsaa1J17 probl•. 

Such a aituetim exilte t04&)' and 1a reepcmeible far a ftX7 oCIIOiidereble part ot 

the 1ooreaee 1n price a ewer the paet few mmtha . 

The queetim whether the m.-nt hao O<JDO to put a atop to it depe.nde upcn 

an anel;ra1e of tho runctiOil& eerved b;r the price r i ae . It m1gbt lll&ke poelible, 

' rnlist 1ng the efforts or IZOrgin.el pr04uoere, en otharwieo unattein.eble 
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snc:reu• ia total D&ticxal output. It a18Jt al8o taoilltate the traa.tar ot re­

oourceo trca pri'rate to public .. otcra ot tbe aCODC>IIIJ' alii! trca ODe corDer ot tlle 

prhate .. otor to another • 

llle taot tllat total output ot c.-_.- '• sooda bu in tlle put 111oreue4 

0011teJ1Pcr&IIOOU8~ vitll pricea •usf!Ht& tlloueb it b7 uo- prooeo tbat tlle 

price r1oeo ~ ban been reapOIIIible tor part ot tlle increaoe 111 ph;reioal out­

put; the tact that increeaes 111 oatput are &rov1D8 -are ccapared vitb tlle 

price x:ile aaaociated vitb tbem raiaee queetlone ooncernill8 tbe d811rab1lit:r ot 

permittins price rieea to continue. We are about at tba point vl!ea tbe eocial 

coet ot increaooo in 011tput purobued b7 drutio price rlee etarta to exoeec! the 

eociel satn dar1n4 trca the increased 011tput. 'lbie ie at beat a nr:r seneral 

J\ld811nt baaed on neoaoaari~ ha&:r eftluation ot aucb taotora u tlle extent to 

vb1dl tlle price riae ia actual~ reep0111ible tor the iaoreued oatput; tlle 411-

or!Jlni&atioa related to cbaneee in price relat101111bipe; the extent to vl!iob the 

coet ot detea.e vill be increaoe4; tbe tell4enc:r tar price cbaneeo to ep1ral 011 

tbe baaia ot labor 4~ all4 oOD&-r raaotiOD&. 

Price cb&asee related to tlle eeoond t:rpe ot tunotion -- tac1litatill8 tzoua­

tera --~ vall ban a '-'1• \o pertona tbat 1a ae :ret untult1118t. Fnr 

thle reaeon it ~ be vall to Nt u tbe object1,... ot tiaoal po11c:r tlla pre-

Tention ot aign1tioant price cball8e• - - ea;r a rile ot , per oent or aore e year - · 

rather than tlle •intell&Dce ot a atatioaar:r price leTel. All a tiret apprc:uaa-

t1oa, b""nr, we ban ueed an u=tng1D8 price lnel ae our objeotin -- llll· 

cbelJ8ed at leaet trca Jan11&1'7, 19118, it not trca June, 19ill, in Tiev ot tbe 1n­

c:reaae that vill alrea4J be a fMt bJ tlle oarl1eot praotioable tme action can 

be taken ca a new tax bill. 

'llla Treaaur:r oan attacik tlle )l'oblea ot oontrollill8 price obaase by con­

troll1ll8 redundellt _, 1a1a11, oc.pute4 net atter texeo, wen re4ull4anc:r ia 

.: · -_, • 
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4oti.De4 111 teiW of tbe r.laUClll betwM11 tile lloUar .,_, tar aoo4a of .n­

earte aa4 tbe cloll.ar ~uhalellt of aatlable co<U at a etable ar -17 etable 

prloe le.,.l . It ooald aleo OCllloehabl)' attack tlla - pr®l• bJ atttlllptiiiS to 

tllfiuenoe, bJ approp-tate tu ar other -UJ'M, IIOt eo •ob tile -t of tn-

0,_ attar tuM u tile propc:rtiOD of tile ~ tllat cOD&- &Dot prohoer. 

woulcl be YllliiiB to .llcl . Altlloaeb tile letter approaob 111Ft be '"17 t.pcaot. 

&nt vben the prea81118 probln 1a bow to inoraeoe epellcl1118, it 1a perbape lees 

well oultecl to tile prMIIlt probl•, tile raatriotioo of apellcl1118. 'lh tOJWr 

Mtho4 of aolllertns a cOD&tallt prtoe le.,.l -- tile clre1111118 ott of raclallcl&Dt par­

obulne power -- 1a an atrto1ent colltrol clertoe vbiob ia in part alternathe &Dot 

ln part euppl-IR&rJ to cltr.ot teolln1quea tor prtoe &Dot procluot1cc oootrol. 

Ita ertioienCJ 11ee in tbe 'flrJ •16Dlrtoant tact tbat it operatM Yltllin 

the tra.work or aooeptocl ao•ei-IIt tunotiOD &Dot rc:ra. It tber.rore cloea not 

bave to O"ferocae the 1nertta allcl reetatanoe 1nn1tabl)' uaoo1atecl Ylth new -­

urea. It allo clooe not ellclanser 111 ~· clirtioult t o anticipate the operation 

of an 111partant ecooaoio equillbratiiiS •ob•n•n euoll u tbe prioe •1•t•· In 

tbe oeoollcl plloe, 1t aoll1nee ita purpoae tllrouab a a1nt.a or reetr1ot1oa &Dot 

poUolliS - - oertainly tber. ta lees ODtroue reetrioticc or incltrtclual treeclca 

iiiTol 'flcl 111 tbe ~nt or a b1811er tu than there 1a ln tbe preeoription &Dot 

entoro-nt of the price wll iob ailliOD& or aellere .aJ uk &Dot a1UiOD& or baJere 

otter at tbouaancle of illclhiclual tra111aot10ilol. '!be llllportanoe tocla.y or thte 

eort of ert1o1enCJ 1n gO"fer-nt teobn1q,.. 1a barcl to O"ftretreee. We are en-

8&814 in an undeclared war aeainet autoorec7. It voalcl be u treaicall)' toolteb 

t o emergo trOll that war vttb the ve1811t of coarpule1on roaatliS Allotrtcan faoee u 

1t would to tlncl there tbe fear of impotent dollare. Meohalllcally efficient 

teoblllquee ot control are tbe only uaurance tbat ve a ball eee neither. 
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aawe.,.r, dralD1118 ott parobMlll8 P<JII'8I' •- a..-. ettlolel!t •U.o4 ot -­

trolliliB priON ot oaa._.- soo4ll tbaD Fi- ot pro4uoer soo411. It. ~ u .. 

111 tbe meDt to wbloh lnocae le tbe •Jar 4atemimDt ot apeD4l1J8 oftr relatl'N· 

~ abort perio4e ot tl•. 'Dile relation 1e talr~ at.bla tor 00118-N , Bitt 

there are 11e.117 tacton OU.ar Ulan CNl'l'eDt i DO<ae tbat 4etemine U.e Y11UD6De•• 

ot pro4uoere to purcbue plaDt aD4 equlxaellt -- proepecti"N lno.-e, proepecthe 

ao4 current rate ot operation, tecbnolos1oal ohanae, tbe abillt7 to borrow tbe 

neoesoarr tuo4a ratber tban tlnanoe capital purcbuea out ot lnccae. 'DI•e tao­

tore oauee tbe relation ot apeD41118 to inocae to be b181111 -labla o.,.r abort 

por1o4a ot t1llle. 'Bile •ana tbat tbe relatlonablp tbat exleta between tbe aaount 

ot pro4uoer current inocme ao4 current a44it1ona to durable sooda le boUI liD· 

clear 11M unpredlotable ln quantltatl'N ten.. It lt vera conoi4erecl 4ealrable 

to recluoe tbe purobaae ot plant aD4 equixaent b7 prhate 1o4uetey, tbe appropri­

ate technique 1a not a geueral lnccae or exoeaa protita tax but a epec1t1o penal­

ty tax cc equi~nt purcbaaea, prioritiea, l1cene1ns provlaiona aD4 otber 1netru-

1118Dte mere accurate~ ebarpened tor tbelr task ot select he a~~putation. 

'Die problem that ve eat oureelne, tben, le tbe •intenance ot an approxi­

mte~ cOD8tant price la•el tbrousb 1'6111ov1ns re4un4ant cODBumer purobaa1118 power, 

either by texatloa or c(llllplllaoey •••ins. 

Metbo4 ot Ketilllatlns tbe Amount ot ~es Hequired 

ConaUIII8rs rece1Ye income prtmarilJ in return tor tbelr contributions (or 

tbe contribution ot tbelr propert7) to the pro4uctlon ot goo4e and sen ices. 

'lbese goods ao4 aenices are ot three •Jar tJpea: ( 1) tboae purcbaae4 by tbe 

Federal Go•ernmant , 1nclud1118 armaments; (2) ooosumer goods and aerYicea, includ­

ing those secured tbroush State and local sover-nta; (~) a4dit10118 to tbe na­

tion 'e atoclc ot capital not included in (1). · Wb1le cona~re receh'e incaae tor 

the pro4uction of all three typee ot goods and services , tbey can spend tbia 
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eltbel' 4ftiae4 tiff 'IIIJ •• , fir a'-«M4 'IIIJ JeNCIIIIl M'l'illll• Utile ~ -­

•-" -t to epeD4 Clll o--.UClll aoeecle tile ...-..te w.l• ot oCIIII-

aoo48 e114 .. rrt- at tile prto. tor 'llllicil tlt117 '"'"' ...te to eell, a -... ill 

oae ar botll ot tlleH •• ••• -t - to lr1Jic tlla to eq...UtoJ ill tile oc.­

plete4 sele . CCAa IN ..., 4eo14e to • .,._.. tltall tltey W pre'l'ic.elJ plaJIM4, 

ar tlley 87 be tc:roe4 to .. .,. _.. 'lllr tlleir illa'llf.UtJ t o 1D4voe ]ll'o4v-. to 

eo11 to til•; pro4110e1'11 ..., eell acre 'Ill ar.tq 4<MI 1nftlltcrtea, cr tltll)' ..., 

oe11 tile •- DOII!It ot soo4e at a 1118ber prtoe, cr tlley 87 eell tile -

.-mt ot soo4e at tile - prtoe 11!111 tiD"II &nJ tile -tc.-re wttc.e WDta tltey 

ca11110t settef). Or4t.r11J tile '11111 ill wtttcil pro4aoen ••leot be'-"1 til- al­

teraett.,.., tile etfeot or tile .tare ot tllat .. teot1Clll Clll tlleir tat ... pro4ao­

t101l p~, tile etfeot ot cilenr ill pro4aet1Clll Clll o0118- tDCCBe, &114, t o 

oloee tbe circle, tile effect ot ~ COIII-I' 1Dcc.e Clll erreothe CCIIII-I' 

4.all4 preeente a W1'7 aa.pltoatecl abaill ot oa- aD4 erreot wtttcll -t be IUI&­

~ed 1t tile ~oa ot cbMsias ~~aUcx.l 1Dcc.- 1e t o be 1DI4antoo4 . We lla.,. 

4o,.lope4 a tecbnl'ae fer a -11e1e ot tllle ecrt Clll a -tltlJ 'bule wlltcil Yill 

be }ll'Mented ill tile tt~~al repcrt • 

"But todaJ, beoaaee CCIIII-I' 4eall4 1e not tile 4ca1111&ot Ua1t1q taotcr tn 

pro4act1Clll, tile Olll'l'ellt pro'bl• ]ll'eeellte a epectal oaee wlltcil 1e tor two I'OUOII8 

ll(ll'O ree411J -l,J&ecl tllan tile aeual ett~at1Clll: In tbe tiNt place, tbe raot 

tllat tile ecClllca1c acb1De 1e etratntas at 1te Job or t111'111118 out butter aD4 

bc:abe- tllet tile.,..., Mlar1•, 41rtdell4e, etc., dtetrtbuted to o--re 

111 tile oouree or aktllll tbe butter 11!111 b~ an tar sreeter tllan tile coot or 

tbo butter al<X~e, eftn after ooaa-... put ae14e acme portioo or tlleil' i nocae 

tor a r&111J ~. Mcreoftr, beoau.ee ot tbe ce111ae placed 011 tbe 1noreaee 111 

tbat output l!7 11lll1tatt0118 or pbydoal pr oduction e.od becau.ee or tbe uriJ)ooy or 
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tbe ~· tor 'bcabe, tllere 1e no obanoe tor butter produat1CIII to catcll up Y1tll 

tbe ~ tlle.t o~ w011l4 "RDt to opel!d 1t tbe:r wr. pora1tte4 to tMp all 

ot tbe1r 1ncreue4 1no.-e. ID tbe eeooo4 plaoe, tlle opt10118 tbat produ_.. OUI 

exero1ee 111 tlle taoe ot red11114ant :pur'ob&e1116 power are •ter1elJ7 lta1te4 'b7 

tbe1r 1:aab111t:r to 1noreaee tbe pb:re1oal q~~&~~t1t:r of 80048 offered tor eala 

(tempcrar117 b:r deor.&e1118 1n ... ntor1• aD4 ... entDal17 b:r 1Doreae1Ds produat1C111). 

'Ibu meane tllat a rue 1D pr1oe u v1rtalJ7 tbe 01117 ~ awesate dollar de· 

maD4 oan be abeorbe4; tbe cb1et praot1oable alternathe 1e r.t.eal t o aell to 

oellle ot tbe1r aatual or patODt1al 0118t.-ere. 

'!be Approacll 

To eetlate tlle '001- ot tu• ar oc.pulacr:r aaT1118 DH4a4 b:r &DJ epe­

o1f1ed date to pre ... at r1e 1D8 pr1oee tbree q-t1011e -t be aao• tll'e4: 'llbat 

total IIIIIOI1Dt ot o1T111aD product1011 v1ll our produothe tao111t1M aD4 ..-Dt 

neede pel'll1t b:r tbat date? Boor v111 tbu total be 41atr1buted between sroupe 

(2) aDd (:5), 1.e. between c0111-r goode aDd .. n1oee aD4 pr1..ate capital tcna­

tion! lftlat incc.e after tu• 111 tbe baD4o of o~re Y111 ate tllea Wilt t o 

epeDil 011 COlle-r 8ooda aDd eerTioee an IUIIOmlt equal t o tlle ..al,.. at preaeDt 

prioeo ot tlle atta1Dable output ot eucll goode aD4 eenioee! 'Ibe 41tterenoe be· 

tveen tlle anner to tll1e laet q.-UCIII aD4 tbe totel 1ncc.e paid oat b:r ulDMe 

all4 80TenlMDt 1n tlle o011ne ot produoill8 armaaente, coaa-r goode, aD4 oap1tel 

it- ie the totel uaount or tuee ar ccmpulaor:r aarlng tllat -t be t.pceed 1t 

rieing pr1oe~ are to be avoided. 

'Ib1e etatement of tlle problem purpoeeJ7 overe1lllpl1f 1ee. 'Ibe tbree bu1o 

queet1oae are oloeeJ7 related to ooe another; in a441tion, the anavere to tbea 

depeDil 011 tbe ... r:r result tbe:r are deeigoed to :r1el4, ~WDBJ7, tbe eaount aDil k1D4 

or taxee needed. Fer example, vbat eJOOWit or ooaauapUon expen41turee v111 be 

aaeoc1ated vitb 8.ll1 particular aJDOUDt or incCIIDe after taxee depends 011 tbe kinde 
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of tax•• leY1e4; COII8WIIpt10D upeo41tur .. Y1ll be leN 1t the tuee an ,a14 po1-

ar111 ~ wq low 111c~ IVOIJPII than 1t the7 an pa14 b)' b1611 ~ ~. 

aDd 1o oa. '!be 1ntenelat10D of tbe tbree qu .. t10118 1a a.pl1t1e4 liJ the cle­

pelldence or the UIOUJit pro4uoero ¥111 want to 1144 to thelr oep1tal equt~ 011 

the ft1 the 1noreue4 an.aent output 1a obta11184. 'lbla 1a cl.la-.4 111 _.. 

deta11 below, wbere tbe problea or d1wre1oo 1a oOM1cl.ered. '!be -r 111 wb1ab 

theee 1nterrelat1on. ere taken 1nto aooOUDt 1a 1D41oete4 111 tbe rolloor1Q8 eeo­

t10118, 11111cb cl.eeor1be boor ,. g1w quaDt1tathe ..,..re to tbe q-UOM paee4. 

'lb1a d .. or1pt1oo 1a 111 tvo parte -- riret, 111 •-1 teas, aDd tben atep ~ 

etep. 

1. 0 · ·-
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euneral Description 

Aa vas noted abaTe, the Federal GoYet'lliMDt will b;y next June be apan41ns $14 

billion per ;year more on &nlllllllellta than 1n June 1941. About $6 billion of this 

$14 billion increase will be drained ott b;y the anticipated increaee 1n tax 

r eceipts as a r esult both of the higher rates len ad 1n the llennue Act of 1941 

and the higher level of business aoti Y1 t;y. There r~~~~a1ne a tlov ot $8 billion of 

purehasin8 paver that will be exerciain8 pressure on the price a;yats. As ve 

ho.ve seen, none of this can be matched b;y an increased tlov ot goode tor ci Y1l1an 

use. Ind<>ed, even it the total tlov of soode increaees b;y as much ae seems at 

all possible, name1J, $12 billion at JuDe, 194l,prices (annual rate), the tlov 

of goode for eivilian use will have to decrease b;y $2 billion if e.rmBment needs 

are to be satisfied. And it' ve can increase output b;y onl7 $9 billion, a not 

unlikel7 poss1b111t;y, the t'lov of goode for civilian use will have to decrease 

by $5 billion. If prices are not to rise, the streams or purchasing power which 

are now bUJ1n8 these quantities of goods must be ster111tad. 

To acme extant the upward pressure on prices will be counteraoted b;y forced 

r eductions in consumption and private capital formation through the imposition 

of priorities; increased aeVing both b;y ind1Vidual.a, 1Jidueed by the Treasury's 

savings bond c811q>&ign, and by corporations, out of tM Szlccae received trc:m 

government business; a acaevhat l over level of cap1 tal ton~ation because con­

sumption will ceaee to rise; and a number of other leas important taotora. On 

the other hand, pressure 1n the opposite direction will be ezerted by taotora 

such aa the need tor nev housing because of ohanges 1n the location ot the popu­

lat ion and tor new t;ypea of capital becaueo of changes in the ccxaposi tion ot 

COD8Ulllption, and the 1ncreaeed pz oportion ot total inccae floving to V&Ge aerners 

and other recipients of -u tDoclu• vhe ord1naril7 spend a large part of their 

inec:me on consumption. 

.. .. 
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The net ef1ect of these fac t ors deponde in cons i derabl e measure on the ex­

tent to ~tich the armament needs can be sati s f ied by employing currently idle 

resources rather than di verting resources that are already being used for other 

purposes. If a relatively large amount or diversion is needed, the restrictive 

eff ect of priorities end unavai lability of goode will be correspondingly severe, 

l ese capital for'lll8tion will be required in view of the smaller change in the 

loca tion of the population, but more because of changes in the CCI!lpoaition of 

consumption . In this case, if there were no change in prices end consumer dis­

poeable incall8 (i.e., incOille after taxes or canpulaory saving achieved by ob­

liget ory purchase of government securities not rede81l8ble until after the 

crisis), private capital formation would, by June, 1942, probably be running at 

an ennuel rete about $1.8 billion below that of this June and ~onsumption at e.n 

annual rats about $400 lllillion below this June . If diversion is relatiYely 

small, on the other hand, capita l farmetion would probably deoline by lese than 

a billion dollars and conslm!ption would rise by alllloet a billion. In both cases, 

sCill8th1ng like a billion dollars of the increased government expenditures llligbt 

be retained by corporations in the form of cash or inveetl!lente end never peid 

to conslm!Ore . 

The total upward pressure on prices will be least if there is relatively 

large diverSion and, at the same tillle, the total flow of goods can be increased 

by $12 billion, at June, 1941, prices, In this case, the $2 billion necessary 

reduction in o1vil1en output would c~e about automatically i f pricee and con­

sucer disposable inoane were kept unchanged fran the June, 1941, level. The $8 

billion excess purchasing power ~sing distributed by the goverlllll8nt would be 

Offset by the reduction of sanething over ~ billion in purchasing pov.er dis­

tributed by others and by the $1 billion increase in corporate retained incCI!lS, 

leaVing sane $5 billion as the net excess purchasing power . This is the annual 
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rete at wioh, b;r June, 19112, the govel'Jllllent would have to be abeorb1Dg 11xcees 

purohaain8 power throu81 additional texas or oaupul&Ol'J' eev1Dg to keep prioea 

rr ao rising • 

Tho greatest upward preaaure will bs exerted on prices if there ie reletive-

11 little diversion end the tota l flow of soode oan be increased b;r ~ $9 

bi lli on at June, 1941, prices. In thia case, if prices and oone~r disposable 

incCGe wore kept conatant, the deol1De 1D oep1tel font~at1on would about offset 

the r i se in con&l.lllption. Coneaquantl;r, DO part of the $5 billion reduction 1D 

oivi lia.n output will occur autaneticallJ' and there will be DO offset to the $8 

billion exceee purchasing power be1Jl8 distributed to ooneumere other than the 

inoreaeed corporate rete1Dad 1ncane . In order to keep prices constant, the gov­

ernment will have to drain off not ~ tho r811l81Din8 $7 billion exooee purchae-

1ng power but aloo enouel> additional purohaain8 power to reduce expenditures b;r 

consumers and the producers of pri vate capital sooda b;r $5 billion. In order to 

acoauplish this end, about $2 billion additional purchaSing power would have 

to ba dra1Ded off . No mora then this would be neceeeaey because, 1f the individ­

uelo tran whan this mone;r were withdrawn spent lose, others would have smaller 

inoanee a.nd would 1D turn spend lee a, and with the de eliDa 1D ooneumption, 

producers of private capital soode would add their Illite b;r reducing their ex­

penditure& b;r more than hee already been allowed for. In ell, then, under tho 

l ese favorable circl.lll8tanoos postulated, govol'Jllllent reooipta b;r June, ,19112, will 

have to be at en annua l rate $9 billion hiel>er than will be atta1Dod without 

addi t ional moaeuree, if the price riae ie to be averted. 

If no moaeuree are taken to increase sovornment receipts by the suggested 

amounts, a veey aubetential price rieo ia 1D prospect b;r June 1 1942 . thdar t he 

llloet favorable oirc~Za.tenoee, the Federal Goverment and producers of pri vate 

capital goode will be dietributiDG sane $6 billion more i n purchae1Dg power 
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than the7 were thie JllDt . About $2 billion or tb1e $6 billion 1:1.1abt be abeorbed 

b)' peNCMl and corporate eaY1J18. The reet would be apent on eooa~r goode ~n.l 

eerY1cee 
1 thereb7 1nol'l&e1J18 the 1ncanea of othere who would 1n turn epond more 

then prev1oual7. Juat what the total inoreeea 1n CODII~re' epen41J18 would be 

i t 1e 41tf1eult to epec1t7 1 but 1t would almoet eu:rel,y be at leaet $8 biWon e 

:rear. 

x.eet June, cCil8~aere were epen41JI8 at an annual rata or about $70 billion; 

next Juno, with no greater P>.:re1eal amount of goode an.l earv1cee ne1lable tor 

purohaee 1 they would be epond1ng at an annual rtlte of at laaet $78 billion. 'lbe 

ree ult ie that pricea would be driven up about 10 per cent. In the face of eo 

eherp e riee 1n oooaumer ependtns an4 hence 1n pricee, expen.lituree on printa 

capital goode would prolleb}J not decl1.ne b7 $2 billion, but llliebt 1netaed ec­

t uell,y riee. ~e than that, tho goYO:rtl:l8nt '• own lpen.ltns would pre11U0bl7 in. 

crooee , aince it would heYa to pe7 hi~er price• tor the goode it purchaeed 

(ito tax revenue would 1noreue too, but probably not eo much). Tho riee 1n tho 

coot or living would etrenstllon oxiettns ton.lonciae tc:Nerd wage inoreaeee 1 thue 

roieing coete, and therefore prices 1 etill hi~er. Banco 1 tho coet of l1Yins 

would, 1n fact, have rieen b7 much mare than 10 per cent ne:xt June. To preYent 

thie widaepread riaa 1n pr1oea b;r direct price control alonl would require 11 

desree of ration1ns and price fixing that could be enforced onl7 b7 policing 

on e totalitarian ecole. 

OUr oet1111etee ot the amounte that the gOYOr.raent muat withdrew fran oon­

eucor ino~ to preYent euch a price r1ae b;r f i ecal meaeu:ree are meeuaril,y 

r oop an.l reat heavil,y on pereonal jucl6JDent an4 none too well informed gueuea • 

We ha.e triad to keep thoee to a min1mtm> and t o oxprcse them 1n tho tom of a 

ranso rather than e Single f igure ; but there i e no oeoepins t he 1.nterm1xture of 

fact and j udgment 1n ony eet1mote f or t he f ut ure . Additi onal date that were 

Regraded Unclassified



23 

either not availabla to 118 1 or that t:lllle-lJIIitaticma 11184e it 1arpo.e1bla far 118 

ru~ to exploit would -bla the 11181'8in of ll1'l'<r in Olll' oet11118tae to be acme­

what reduced. Of even more illlportalloe, the eet:lllletae ehould be oantinually re­

v18e4 in the li@llt of chan81ne eventa eo ae to provide an up-to-deta beUe tor 

polioy deoisiCIIS. An3 foreout ie boUD4 to be in error 1 and the uoUDta involved 

are eo larse that errora could bave eerioue ocmaequenoea lllll.eaa subJect to 

fll1rl7 pranpt correction, 

Step by Step Anal,y!ia 

The role that personal J~nt playa in our eetimlltas , an4 their auaoepti­

bility to par1od1o rev1Uon oan perhaps beet be indicated by eupplementlns the 

sllllll8ry statement siven above by a brief etep by step description of our method, 

All mcuey f isurea s1ven in the course of thie deeoript1cm are expreaaed aa 

annual rates in b1ll10D8 of dollars, 'Private capital fOl"lllllticm" 1nollldee 

throUghout etate and local oODBtruotion and capital soode ult11118tel7 deetined 

for defense uee but privately financed (that ie, their coat doea not appear di­

reotl7, aa such, in the official estimates of defense expea4itures) 111 well 111 

plant and eqUipment tor private buelneea uee, inventory cbaap, ree1dent1al ocn-

struotion, and the net export balance, 

l, Detea were selected aa the besllmlns ana terminal pointe for which eati­

metee are to be obtained. We have ueed J~me, 1941, an4 J1111e, 1942, in our de­

tailed anal7sis, As eoon se poe81ble, s1m1lar estimates ahould be 11111de for 

other intermediate detea. 

2. Certain bae1c assumpt1one ware 11111de: 

a . The prosreea of the war ana America'• relaticm to it will not bave -ohaneed &utficiently by Jllll8 1 1942, to alter fnlJdementally the dse of the de-

fense prosram, the atate of public morale ana the seneral 1.nterW!t10Dal eettlns 

! or domestic problems. 
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b. General price il>oreeeee 1n ocme-r goodl ehoul.d be preTented, al­

thou&b adJuetment 1n the price or apoo1f1c oammoditiee to racil1tete trener er 

ot resource~ my ooour to acme e:rtent . 

3. Pt·obabls 1ncr eeeo 1n tho pbyo1cal output or tho OCODCIII;1 was eat1J1Jatod 

1n acoor<~anoe with tho roeaCIUJig deeor1bed on pogo 10. A ranee of 9 to 12 

bilUon dollan 1n June, 19411 prices waa aelsotod ae a roaacmebls one. 

4. '!be probab l8 il>orouo 1n dotonae spending wao eat at $111 billion oo the 

basis of the October 5 Bureau ot the Budget aet1J1Jato that defense spending would 

be ot en llllliUIIl rate of $24 billion 1n June, 1942, and Treasury figure a indicat­

ing that detenae epending 1n JUno, 1941, was at an annual rote of $10 billion. 

lloo-detenee epond1ng by the Federnl GoYerDDent was al8'-d to be the em:>e 1n 

JUno, 1942, as 1n June , 1941. Q3 the eo eea1811pt1cme, the Federal GoYan=ent will 

be adding $14 billion mora to tho iJ>oaDe stream 1n Juno, 1942, than it wee 1n 

Juno, 1941, (In principle, &CillO allowance should be made tor axpondituroa on 

exiat1ne aneta, s ince at lee at ecce part of these do not add to the inoCJDO 

stream, Boooovar, this allbolenoo ia of no quantitetin importance end cnn bo 

neglsctod. ) 

5· An 1ncroaae 1n dofenao OXllOnditurea ~ $14 billioo can onl,y be achined 

it both DO! and already employed reeourcea are utilized 1n the dafanae prcsram. 

'!'he estimate ot tho extent to • iah res ources currently employed elsewhere will 

be diverted to defense work muet bo baaed on vory cr ude Judglllente 1nvolvine 

criteria such a a achiev"""'nte during the peat year, Bureau ot Labor Stat 1ot1ca' 

estimetee ot tho extant to wbich 1noreeaod labor noodocl 1n defense 1nduatr1oe 

will OCIIMI fl'OII unemployed or new rather than now employed wortere, tho expono1-

bi l1ty of the supply of certain or uoial raw materiels such aa ateo l and alum1nu:n 

and other non.foiToua metals, the plant bottlenecks in tho me.ch1ne tool and 

Other mech1nory 1nduet r1oo 
1 

tho amount of pr1or1t iea unempl oycent end tho extent 
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to llbicb the administ r ation i a williDS to farce the utilil&tian of plenta af­

feotftd b7 it. Clbvio118l;r1 theae Ju~ oll6bt to be refined an the baeia of an 

lndwrtrr b7 induetr;r anal;r1tie . 

In view of the 1mpartaDoe of the ut:lmllta ~ divereion and the orudeneaa 

ot the intorJIIIItion on llhiob it muet be baud, we b&ve expree8ed our eet1mate 1n 

the fano of e range . 'l'llie renge, l1lao ell otbere that we uee 1 ia DOt llllda eo 

wide a a to lnolude all poeeible veluea; rether, it 1a intended to bo wide enoll6b 

to lnolude all the likel,y 011888 (a~thiDS like the rtlll!e between the fir8t and 

third qllllrtile8 ot a i'Nquano:r distribution) . As a m1nillllll!, we aeellll8 that di­

version will amount to $5. 5 billion. 'l'llia implies that there are $8. 5 billion 

of reaourcea now idle but 81'aileble and euitftble far defenea wark . Aa a mox1mum, 

we aaaume that divereion will amount to $9 billlan, 11Dpl71Ds that the uae of re­

aources now i dle will account far $5 billiOD of the $14 billion tnoreau 1n de­

fense output. On tho baaia of oven aliejltftr evidence than that on wbicb thie 

rell88 is baaed, we have aea1m10d that two-thirds ot tho d1vera1on will c~ fran 

the cone~~~~er goode induetrioa and one-third t:ra:> produoer goode in4uetr1ea . 

6 . 'l'llo diveraion of ra8ouroee to gova..,_nt uae and the other ob8ngea 1n 

the economic picture that are clearly foreobadowed would lead to cbongoa by 

June, 1942, 1n the expenditure pattftrne ot both cone11110ra and produoore ot 

private capital gOOde . 'l'lleee cbange8 m1~t either countareat or 1nt1111111f7 the 

upward preeaure an prices exerted by the lnoraaaed gove~nt 8pand1Ds. In arder 

to i solate these obangea in expenditure patterns fran the effect of increased 

g01'ernment apondiDS, we a8111118 that o0111111118r out1e7 ie the 181:110 1n June 1 1942, 

88 1n June, 1941, 1n aat1111Dtill8 the probable chanae 1n expenditure• by the pro­

ducers of private capital goode; and that consumer diapoaable lno~ (inoane 

otter taxea ar farced eavin6) 18 tho aame 1 1n aatimotino chllll!e8 1n corunorer 

o~tlay • To the extent tbllt theee aaaumptione turn out to be 1ncarreot, the eati­

...lteG :J:UGt bo codified st o loter stage . 
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1· StartiiiB, then, with OQZO pre11• 1neey aoeqtion tbat cObll-r purobaeee 

at 8 etead.Y price leTel will remain cODirtant, we need to detendne the probable 

ch~• 1n printe capital f<~nMtion. Tbe 11111Jar Tariablee talaln into account are 

the diaappearance ot the 1noreaee 1n CCIII~ outla7; ohallse• 1n the roletin 

importnnco of the produoticm ot d~teront aorta ot ocma~~~~er soods; obansee 1n 

the seosrepbio looeticm of 1n4111tr7 and cc:ma-n; cbanse• 1n the aount ot 

privately tinenood plant e:rpellllion tar 4etenee (lnon procieoly 1 wbatonr defollle 

plant oxPOillicm 11 not 1nclu4od 1n tho oetilllllto 1n atop 4 abO'fo); ch8Jl801 1n the 

·~ bal.once; tho 1no14onoe ot dinraton tbrQug. pr1or1t1oe 1 allocation, or 

the b14d1nS awa.:r ot resourooa . Eatillllltoe wore made ot the jJnpact ot each of 

these TU'iablae em rae1dent1al cOD8truotion1 inTantar:r cbaJIGe, plant and equiP­

ment purobeeea , oonatruotion by s tate end local sovornment1, end e:rport balanoe, 

'!bose eet111l8tea ware e~tillllle 1n the tona ot o •inSla f16ure, at other til:lee 1 

ot a n~nse. In nll oaees, eepareto eetil:letea were udo tar tho m1nimiD end axi­

"'""' d1vorlion aa&IIIIIPt10D8 (atop 5), For oxemple 1 the eet111l8tee ot the obanso 

1e invent ories that would be oaueod b7 ab~ 1n the ccapoeitioo ot oODSIDption 

were 1110de eomnllet ea tollOIItl: Invontarioa were 1ncreaatne at a rate of about 

3.0 billion 4ollan per ;rear 1n June, 1941. Ot thie total perhape a halt 1 or 

$1,5 bill10111 we.e 1n the COD8-r soode 1nduetriee (a eaoe.Cat -ller propor­

tion of 1nvantoriee than o! produot1on, einoo sOTamment oxpendituree and capi­

ta l fanaotion 1ncroaee4 faeter and required, on tho avarase , heaVier innntariee 

than the conalllll!r soode fields) . A obansu 1n the oCJDpositlon of ccme\C!Ption will 

impl.J o obitt to tielde 1n tlbiob inTent aries ere relatinl.J -ll -- eerrtcea, 

perishable and eomi-durable soods. Tbe ehitt will be -11er under the lllin1JIID 

traD~~tor eee~eptlon then under the maxiJnum. In the l1Sbt of our eet111l8tee of 

the aDOunt ot dinruoo, we et'llluated tho probeble cbanso i n inventorioe o! con­

a mer'a soode that would bo cnueod by shirts in tbo ocapoeition of COOIIU11Pt1on 
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80 • ,4 billion dollars ~mder the minim~e and - . 7 billion dollare UDder the 

:>ax1.c>uo diversion anumption; i .e., tile a~mual rata of increase would be mallar 

by these omounte in June , 1942, tltan in JUne, 1941, 

Sl.Dce a:an;r of the 1D4irtdual eatimatae are in the fOn:J of ranges, the 

ossresete of the ostimataa for oll oauponent items yields ODe rall6e for the 

r.:inilow divoreion e1111 ucpticn end another r8116e for the J::Uimum di voraioo aesump. 

uon. We have ueed the central pointe of theee rall68B ae our finol eetimatee, 

(Cocput1116 tile f 1Dal r8116e by ca:>bin1116 the minimum UDder one di'reraicn aaaucp. 

tion with the maximw UDder the other would clea.rly yield too wide o rell6e einoo 

it would require the coincidence of extreme fisures for all ca:!p008nt i tOZJS,) • 

'l'heee eatimatee are that under tho minimum diversion aoeumption, private capital 

! on:ation would bo $ . 8 bi llion leee in June, 1942, than 1n June, 19111, end 

under the mex1.c>um diverSion aaeumption, $1.8 billion leea. 

8. Tbe estimates of probable chanso 1n cone~Cer outlay if pricee end con­

aUC>Or diapceable incane remain the same, like the eetimetee of probable chell6e 

1n capital formation, 'IIOre made by eveluet1llg the aepereto influence of the 

lOll Jar factors a1'feot1llg OODe....,r opend1llg. The factors taken into account are: 

chango 1n cash anticipatory buytne; chango in inetalla mt purchooes; 1ncrose1llg , 

unavailability of gOOde because of diversion; tho defense savings bond compaign 

and eimi ler patriotic appeals to roduce oonslll:lpt1oo; a lead or log 1n the ad-

Juetamt of cash a pending to chall6izl8 inc ames; cheneed d1atr1but1on of consumer 

diapoeabla incCI:Ie, 

The of'fect of the leet factor llated •• changed diatril>utioo of incaoe -

depends greatly on the moans taken to keep consumer diapoeable income constant 

1n tho face of expanded goverment apen~1llg . We have aea~~~:~ed that this wi ll be 

done by moons of taxoe that will fall more heavily on tho hi@ler 1nca.e groupe 

(viz . , thoae wi th inca::es of DOro than $1 ,500) then an the lower. Since a large 
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part of gove~nt expenditures takes the t= of woaee and salaries, this meotVJ 

that ltO anticipate 111betantielly greatar eqllllllt:r at cODe~ 1.no.- attar taxoe 

1n June, 1942, than in June, 1941. Further, it meano that man, iDdividllllle 

in the b1gber inc<JM groupe wiU have -ller ino<JMe attar taxe1 next :rear 

then thU. '!bare ma;r well be a taDdencJ tor ac.o at theee iDdividllllle to adj ust . 
their apendtns and eavtns pattern, in pert at loaet, to their inoCIJIO be tore 

rotbar then attar taxa a. We have triad to take account ot thie tandono;r in our 

est 1lllll tea • 

In aet:lmat1ng the intl1111noa of unavailability ot goode becouee of divereion 

of reeourcea to the defense progrem, we have ditferentiatad between installment 

and caeh p11r0hoeee, since it eo bappene that the k1nde ot goode that will be 

made unneileble ere very lergalJ p11r0haaod on installlnont . We aa11.111a that a 

red110tion in installment purohaeae will involn little additiona l ependinS on 

otber goode, but thnt, on the other bond, the bull< ot the reduction in oaeb pur-

obaeee will be ref lected in inoreaasd apand1ng on other goode. 

Aooord1ng to our eetimetea, lllin1J:II.ID dinrlion at reaouroea to detenae wo11ld 

mean a.n inoraeee ot $0. 8 billion in oOM~r outle:r by June , 1942, U pricee 

and cona~r ino<JM attar taxee or forced eaviDS remain constant . Mllxilni.ID di-

vereion would 1>80n a decllno at $0 • .\ billion. 

9 , '!be ca:obinad affect ot the ohaneee in capital formation and oone~.DPticm 

eetillllltad in the two precedine atepe would be to lean total private apandiDS 

unch8l181114 under the lllinia~a~~ 4inreian .... w.puan, ainoe the decreaae 1n capital 

fanDetioo {$0. 8 billion) would be matched b;r the increase in oon1~r outle;r 

($0.8 billion), and to reduce total pr1Yllte epen4in8 by $2.2 biWon under the 

ca:.datc divereion aeaUIIIption ($1.6 biWcm decrease 1n capital fon.tion plus 

$0.4 b 1111(1l dooraaao in c()MI.ID«r outlay). In view of the -11 o~toanee• in coc­

DUI:!ar outlay we have not tried to take account ot their reparouadCIUI an capital 

fOPCat1on (see atop 6) , 
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10. CCD}Mir1aon or the • .x1ala probable 1Doreue 1n P11a1od output or $12 

billion (atep } ) with eat:Lmated expallliOil 1n defe1111e apaD41nQ or .14 b1ll1oo 

(etep 4) 1D41cetea tbet o1T111an output au.t be reduced b7 $2 billioo. 1f1tb ax­

aum d1vera1oo, al161ltq mare tben thie deoreeee -- $2.2 b1llloo -- would be 

fartbccaina without a recluctioo 1n 0001~ 41epoeeble 1Doc.e. In tbie oeee, a 

pric• riee would be forestalled 1t the amour.ct or e441tiClllll1 texee (or farced 

aa'l'1na) were auttioient to lcoep cODiumer 41epoeab1e 1Docaa cODatant. '!he uour.ct 

of texea needod tor thia purpoee ia eat:Lmated 1n stop u . With lllinimla d1nreiCil, 
• 

oono of tbe neec;ed deoreaee 1n civilian output would be fartboCIIWlS without re-

ducina oone~a~~er inoCDe otter taxaa. In tbia oaae , prenntioo of a price r1ae 

requirea a reduction or c0011umer 1Doame after taxea b7 an amount autfioient to 

reduce printa epen41ne b7 ~ billion. 'l'be -.ur.ct ot taxea needed for thia pur-

poee ia eatimated 1n atep 12, Step 13 gina correapondi.ne eat:Lmataa tar the 

emaller inoreaae 1n total output of $9 b1ll1on (atap } ) • 

u. To lcoep conaumer inoame after taxaa o01Wta1111 the 'llhola $14 billion 

1noreaae 1n gonrment epen41nQ muat be oftaet b7 ~ 1n printa apendi.ne, 

1ncreoee4 retention ot prortta b7 oorporationa, or inoreeee« taxea and oc:a­

pulaar, eaTing. We aaw 1n etap 9 that $2.2 b1ll1oo would be otfMt b7 the re­

duot1c:o 1n private apen41.ne. Same part eleo wo1.1ld probabq be otfaet b7 in­

creeaed retention ot protita b7 oarparetiODII. A1tho1181 the heaVJ tuea 1n the 

llennue Aot ot 1941m161lt tend to deoreaaa b1.111DIIaa reta1DIId inoame, the eo­

oalareted ta.po or bue1Jlllaa aotiv1t7, 1n cooJI.IDOtioo with the las 1n 41v14en4 

41atribut10DI and the tandeno7 to aet up h161l tax and otber naenee, ouebt to 

1noreaae it. Aooor41nQ.q, we_,, .... tar purpoael ot 1UI8t:Ntioo than baca1.11e 

WI have a:AJ greet CODficSenoe 1n the glllll, 811~ that it ~11111 tile ·- 0D 

old bue1DIIaa and i.e about 1~ oo new bua1D1111, thl.ll increlllinS b7 1~ ot $12 

billion or, r~q, about $1 b1ll1011. ('!he •- eet:Lmata ia UHd 1n the etapa 

-- .., . -
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that follow . ) 'l'horo romaine about $10. 6 billion [14 • (2 .2 + 1)] t o be otroet 

bJ !J~Cr8880d texoo or farood eeviDS. About $6 billion of this will be tarth­

ca:.iDg tran exieting woe - this ineroaeo 1n tho amwel rote of tax receipts 

between June, 1941, end June, 1942, reflects both tho h18hsr level of business 

activity end the hiS.or tax rates enectod 1n the Revenue Act of 1941. 'l'he rest • 

"".8 billion • 1e tho ao~mt ot ed41ticmel tuos or fOZ'Cod •••ina nooaed by 

Juno, 1942, to o'fert 1ntlot1on 1t total output increoeoo b7 $12 billion and 

diversion of resources current~ employed accounts tor $9 billion ot tho $14 

billion inerooeo 1n dotonee spend1ng. 

12. It output tncreoeee by $12 billion but there 11 onl.;r $5.:; billicn ot 

diversion, private apeD4ins would remoin the S8IDII it coneiCOI' diepoaoble incane 

rol:l<l1ned tho eome. To koop OODI!Ulller inoamo the same would cell far $1} billion 

additieD~l taxes or COI!IPul.eCJr7 soviDS, eineo the onl.;r otfeet to tho $14 billion 

inoroaeo in scvernment 11ponding would bo tho inoreaee 1n reteinod corporate 

pro1'1t11 , But this would not be enouSI to keep pricee tran ristns. l!noUI!h addi­

tional woe ere needed to reduce pri'feto apendins b7 $2 b1Uioo. 

To oetillate how much more ta:rea would eco01!1Pli8h thie end 1e e ditt'ioult 

problem. Inoroeaod te:roe will reduce tho epondins ot thoeo who peJ tho tax; 

thie will reduoe tho inoamee ot othore who 1n turn will reduce "their epen41ns, 

and eo OD. MaroOYOr, thoeo reduotione 1n caneumer open41ng 11J1J:f load producoro 

c1' printe capital soodo to reduce their epon41ns more then we hno alree~ 

ollcwod for. We have here tho fam.ilillr multiplier proooee at work whereby suc­

coeeive withdrawlo ot i.noome sonerate e 1orsor total reduction of i.noame than 

tho 1n1t1el reduotiOD ar euocesa1Ye reeP4'n4'nsa ot income sonereto e lor8er 

total additiOD to :Income then tho initiAl addition. 'l'hie procese ie, of coureo, 

at work at all thlee end with roapoct to all parte or tho inccae etro11111 . But we 

hne heretofore boon able to 1e;nar0 it bo04uae "" han baen concerned with 

.· . -
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koeping total inCome oonstant • Aa " veq roUS~· approx11118tion ot the ault1pl1er 

reletion we can aee\1110 thftt the gove~nt m\18t withdraw fl-ea (or add to) the 

inca:oe etrelllll about l/2 or l/3 or the dee ired clecreue (or 1ncreaee) 1.n 8l*"''• 

The r1eure of 1/2 would be preo1ee it ooneWMre reduoed cone~a~pt1oo bJ 2/3 or 

ozq reduction 1D 1Docae (thie ie the propcrtioo ror ~l lenle ot 1Docae •116-

geeted b;y Appendi:r C, Cone11110r l!!pend1turea in the United Stetee, llationel lle­

eoureee Ccaaittae, 1939), it ell 1n41rect etreota were eDCcapeeee4, anc1 it pro.. 

4uoers or capital gocX\e did not ohanao their epending 1D reep0111e to the re4uo­

t1oo 1D ooaa~aer epencl1ng. or oouree , not all 1n41reot etrecta are enooapaeeed 

einoe additional taxee would hne been 1D etreot 01117 a rairl:r lhcrt tiae b7 

June, 19112. Bowenr, thil wou.ld probabl:r be more than counterbalanced b7 the 

reduction 1n private Oftpital ronaetioo. The t18Ure ot l/3 ill!pl1e1 a sharper 

reaotioo on the part or the procluoera of private capitol goocll . U a e11able 

reduotioo 1D private apend1ng were called ror, the uae or euoh a mechenicol 

figure would be too crude to be acceptable . It would be preferable to tr:r to 

eetl.mate the reflex influence or the clecli.De in ocma~a~ption em capital fCIIWI­

t1on cl1reotl:r -- eCJDOWbat aloog the linea or our ana1Je1• 1D etep 1. Similerl;r, 

a I:ICire cleteiled analJeie or ooaa~aer reaction would be needed. lloooanr, our 

problem 11 to reduce private spending b1 onl;y ~ b1ll1cc; the poeeible error 

lllllde b1 ueing the crude multiplier reletioo 1e too -ll to Juetit:r much addi­

tioaal errort . App1J1ng the l/2 to 1/3 renao gina $2/3 to $1 b1ll1oo ae the 

ad41tiCil8l taxae or ccapuleor;y aav1ng needed to reduce private spending b1 $2 

b1ll1cc, Total additional te:roe or ccapuleory eav1ng needed are therefore about 

$14 b1ll1oo, and texee over and abO'I'e the 1941 llennue Act, $8 billion. 

].3. u total output 1Doreaeee bJ Ol1l7 $9 billion (inetead or $12 b1ll1~ ) 

b:r JUne, 1942, oivillan output must deoli.De b1 $!) billion (inetead or $2 billion). 

The eettmatae or tax requiremonte in atape ll and 12 m\18t accordinglJ be 
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1JICZ'8UK b7 ~ to 'bl-1118 about. 8D acl41t101l8l Geollm of $3 b1WIIIl 1A )11'1-

.,.te rpeD41118• We ~ •• tale a4J•' rot ll;r tale .nlao4 -4 1A tM preoe41JI8 

perasraph •• ,_17, b7 •1118 the orwle alllt1pl1ar relat1111l -- thOQitl U the Ge­

rire4 Georean 1A printe 1peii41JIS wre u:t larpr, the relate4 oba118f 1A oap1-

tel tonatioo ~t oertr1J117 to ba Ntt.te4. Appl71118 the 1/3 to 1/2 l'JD88 

u .. d bere sine l to 1. b1.WIIIl Goll.are • the a441t1ooal tuN or o~llleor:r 

rnillS DHded to reduce pr1nte apeD4'"8 b7 liD ecl41t1cmd *' b1Woo. '!Ill total 

8111ount 111eded OYer aD4 allan the Beft!IDe Aot ot ~1 11 about. $6 b1Woo llll4lr 

thO 1118X1miD 41vere1oo era11111pt1cm en4 ebout ~ bilUOD under tbe 1111.Z11la1D 41ver. 

11011 Clttl&}ltlCID• 

'Die aoo~ tabla •-ilea our utt.tet ot tbe -.uat ot ta:ret or 

OOIIPIIlaCW'7 ta'fiiiS emir 11111 tbon tbe Beft!IDe Aot of ~1 DMded UDder ctltenll. 

t1Yo oCIIbillllt1Cil8 of a .. lalpt1om. The eett.tet in tbe tablal are stven to tba 

Marolt tolltb ot a b1ll1011, tboueb 1n the ta:rt w ban rouzwld tba to b1ll10M. 

Illoreeae 1n Total Output 
at JUDe 1 19'11, Pr1ooe 

$12 b1WOD 

9 b1WOD 

Aaount ot add1t1ooa1 rnenue 
1111eded w1tb D1Ter8101l ot 
''· ' b1.1.110D $9. 0 blllloo 

6.o 

8.0 

9 -2 
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8eleot1CIII of Appropr-iate 'Da: ..... _ 

Vbat .-.ur .. of tezat1011 ar o~laCil'7 earlJ18 are &ftilabla to tab~ 

traa aODII-re 1JI a tU&Dt1t7 allffloiftt to a..rt lllflat1011t Haw •ob oboloa 1a 

th- 1D !act betfteD tezat1CIII aD4 O.-po\aCJl'7 MrlJI8 ar -..s 'flll'ioaa ki1da of 

tueet 

CCIIIPillaCII'1 aniDS -- the ol>Usat017 }lurobaae ot scrrel'IB8Dt aewr1t1" Dot 

red-ble uot1l attar the -r81D07 -- baa tvo a4ftlltaeM cmtr tuat1011: 

t1r tt, i t prCD1oea a !utare paJIII'!Gt tar pi'IIIDt HOI'Uiol aD4 th-b)' -blel 

e sreater 1D4~JDamllllt to be otrere4 to attreot SD41T14ala to 4e!IIIDia -11:1 

eecODd, 1t oaD t~rorlde ao aut.-t1o 1111abaD1alll tor dutr1but1DS purobaa1DS power 

vbeD the 4rh1118 farce of the ~Dt }lrOSJ'Ul -N. le1thor a4ftDtasa ••­

eu!t1o1ent t o Juet117 at thia tiM the 1a}loe1t1CIII of oc.pulaOI"J aarlJI8 rather 

thao tuat1ca. Cc.pulaCJl'7 earlDS voul4 - aa sree.t pr .. eot •acrUloe of soccla 

ADd eerrtcea, and voul4 further 1nteDil1!)' the }loet-VIU' }lrol>lea of a lei'SI publlo 

debt . 1bere 11 littl e reaeoo to bellne that the tax .. 'Wtllab vould re:pq the 

4ebt -- ar e.eD :pq the 1Dtereet 011 1t -- vould be OQJ .are prosreael.e thaD 

thoee 'Wtllcb oao be l oT1e4 nov . Morecrrer, ve are tar !rca the }101Dt ..tieD a fll­

t lll'e reward v111 be the ool)' 1n4uc-Dt ,. caD otter t o eecuro sreeter aert1011. 

All our }lrortoua aoal)'l1• hae 1h01111, tho de!oneo proar1111 doee not retull'o a dl'u­

t i c reatr1ot1oo or ooa&18pt1on tar the tiM be1118; 1t IDOI'el)' rett11rel tlwt 

ccae~a~pt1on be kept •114!btl)' bel ow the le.el of JUDe, 191!1 -- a le.el ._.,at 

bi~er tbao a117 aob1no4 dur1os the preoe41D(r deoado. At 10 hill! a le.el of 

CCIII8UIIpt1oo thoro 1a OODI14erable roaa tar of!or1os .. eater 1n4u~Dte to •~ 

at the apeoeo ot tho o<llllmpt1oo of othol'll. 1ba eeoon4 a4ftlltase or ocapulaCil'7 

eart:as -- the autc.et1c d1etr1but1CIII ot purcbae lDS poorer attar the cr1a1a -- oao 

be attai ned equall)' vell b7 relll1tt1DS oerta1D t11>1a or t u ee at that t iM • And 

both methoos arc probably i nferior to other s that could be. adopted, einoe neither 

d1acrtm1mtoe 'lnonr tr.dtv1du•1• 
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'Jlle tiM to collect tbe tu 1e nov, wtlen tbe so wet -lit 1e 8441118 1.arp 

•- t o t.be 1no~ atr- tbrOUF tbe 4ete'll8e Pl'csr-. 'Jbe obo1~ .-cas 'tlll'iaa. 

tas• probabl)" narrcon to three: •~ t~ ot 1D41T14ual 111c~ tu.tiou, a 

retail ealee tu, em a ealee tu Clll aDUtlloturere ot t11lie!le4 soo4e, t.a ., 

go<ld4 reed7 fer CCil8.-pt1011. 

A ta% on "ftl\18 a44e4" b7 IBIIUtacturera, &114 poaatbl)" aleo vbcleaal- em 

retailers, ta perbape a tourtb poaatb1lit7, but tbe exemptiCil of part1cul.aZ' 

~tttea like toed voul.d be iapraoti~bla ullder euob a tu. All ex~iCil ot 

toed voulA be neoaeear, 1t it vere 4ee1re4 to a'f014 a anere burden Oil tboae 

vttb very lov inocaea -- ee.y, lese than $500 a ;year. 

A tas Oil tbe aalee ot au pro4uota, 111clu4ins eaat-t1111sbe4 em rav prod­

uote, voul4 taT<:/r tbe Tert1call7 111tesrate4 tina vbel'e t he }ll'oduct pueea tl'ca 

raw t o t1n1sbe4 etata vttb no eal ee, all4 tt voul.d alao taTer ecae lt1114e ot 

1'1n1ebed product., OCIIII1all;y produce4 v1tb leea proceee1118 em le .. arlteti118, 

ever tbe rest. 

A eeriee ot bea't)' u cilee -- production tuea <1r ealel tuee Oil apectttc 

product. -- -14 raiee tbe neceaa&r7 1101187 onl)" 1t (1) eo •111 product. wre 

covered tbat tbe reeult vae IICI'e MU'l;y a genel'al aal .. tu vttb uempt1Cil8, ar 

(2 ) tbe ntee Oil a fev product• vere Tel7 h1sb, reault1118 in vt4eaprea4 41atreee 

UIXl8 tbe emplQJ- all4 111Teatora of tboae tev 1D4uetr1ee. 

Direct propert7 tu.t1CIIl 1e t<:~r all practical purpoaee fcrb144en tbe .rea.r­

al OoTen.ent ullder tbe coaet1tut1CIIl&l olA- that requtr• apP<:/rt1-nt ot 

euob tuea UOII8 tbe eta tee Oil tbe 'buie ot population. 

'Jlle tu.t1CIIl of ocrp<:~r&te protita bu ecaa tell4enq to obeclt 1ntlat1Cil b7 

leeeen tbe aplQJer '• reaietan~ to 0 *•- 4-114• are a4e. It 4~• DOt 

obeot CCile-r epen4i118 en<>UF to 11e ot •J<~r a1SD1f1can~ tcr preeent purpoaee 

• 
•• o# .... .. . Regraded Unclassified



'' 
111108 ttl ~ 41reot aot1ca 1a 111 4aarMdJ11 Ula -' t1l 41'114n4a (llllt ,..._ 

-1117 DOt ot t~t) paU oat. Alao, a-. tlat-rata .. Utica to tile_.. 

p<nte 1Dc~ taz 1a a'CIN to 11Wtab llaaY!~ ca ~ -ll·1Jio- atooldloUen 1111o 

are problbl7 -bur4na4 aftll \IJ tile CI'III'NIIt rata J ltnoa the .. .,.tap trca the 

rtnpolllt of etu1t7 voul4 be at lMat 4oallt.hl. 'lila '111141atr1-.. prt1l1ta ot 

0.rparet1Cllll JII'MIIIt a JJ"UI.Da poollt., but - too ~la to be azploncl 1D 

tll11 report. 11aat10D t1l tlla purobaaa ot capital soo4e \IJ bile~ ftraa _,.t 

be 118etul tn leaaan1118 a- o1T111all 4ra1n ca eOU'oe •tartala, eto., that ba4 

eUppe4 tbrouell S.P.A.ll.'a allooat1ca 1111t, but the Q'UIItitatha upeote ot tllta 

prolll• •- lqll'eClictallla, at lMat 1D tile pNMilt at'IIISJ, ll11101, altlleu41 ,... 

ba'1'8 117 no - enUre~ i~P~cred the poeei11111t7 of ut11111118 fllrtber lnla1Deaa 

tuatica in lUI ant1-1Jitlat1ca prosna, a ftl'iet7 of cCIIIUareUcaa baa 1111'_., 

oe to couoentrate ca the tuat1011 of CCIII_.. u the OftftbalalJis, 1t not the 

eole, et..ent in ncb a prowea. 

-
:hen 1111'1T14al 111~ tuat1CIIl voul4 not lie !'MICID&ll~ etfeotha 1D obeot· 

ills the tllreatna4 111t1at1oa if it toot the fora amp~ of an a441t10D to the 

ratea of tbe ez1at1118 1111'iY14ual ino ... taz. 'IIIla taz 1a oollaoted ca~ attar a 

las of about a 7ear; 1no ... reoe1'N4 in .ra-r,-Deoealler, 19'12 voul4 reault in 

tu pap811tl oa1J tn Marob, J-, Sept.-bar, aD4 DeoeJibar, 1~' (ritll •- a­

oepttoae) • lbl.eea a ftrJ beav tu ca 19111 inc-, a441Uoaal to tbat t.pc.ed 

lo- the llnaiiUI Act Gt 1~1, wre emoted, the ., b1111ca to $9 b1111ou eztra 

re- tbat rill lie reQuired liJ II8Xt June (.-1 rata) ooul4 110t lie obta111ed 

Ullder tra4it1caal tno._. tu ~~etlloc11. 'llro deTioea eii61JNt tll-elftl : Quarter~ 

F~t oa tbe eettmated inc~ of t be current 7ear; alii' col1ect1ca at 

eource . 'llleee t ecbntquea would not need to applJ t o t be 111~ tu ae i t ataoc11 

111 the llevonue Act or 1941 (hereafter call~\! tbe "regular" i nccme tax); they 
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voul4 be 1180N&U'J 01117 tt:Jr tbe eupp~ taz d .. 16M4 to ra1H (u ot ~. 

1!1'12) $5 billiOII t o $9 b11li011 a Je&r . 

'lila qaarter17 prepe.JMnt Mtbo4 1e tbe 01117 ODe appUoeble to JIU"t-.111p 

an4 proprietorebip 1no~, 1nol u41118 tan. prot1te, &!14 to rente an4 l!l'obab17 aleo 

rQ18ltiee (eo 1111ob rent 1e paid b7 a tarse n~aber ot -11 tenant•). 'Die 'lftu­

IIZ"I voul4 aen4 eaob ot tbeae taxpa,rere a tax 1>111 'hued 011 ODe-ql1&l"ter ot bie 

preoe4i'll6 7e&r '• net inccae, an4 tbe taxpa,rer could, 1t be dee ired, ~ 1mtea4 

on a return 'balled 011 b1e actual inc~ tor tbe quarter. 'Die reeular &llllual re­

turn atter tbe oloee ot the Je&r would allow a4Juetllent ttr o'"'~ 

( retunde ) cr un4eT'Jl&l118nte • 

Perbape neither tbie llllltbo4 ncr oolleot1on at aouroe would be eucoeeatul in 

the oeee ot d.:.etio eenante . 

'Die oboioe between tbe two 11111tbode r-ina a...,1leble, b.,.._, Yitb reepeot 

to 1111ob tbe tareeet aeSJDent ot the inocae etream -- vaee• an4 aalari" in eeneral, 

an4 interest an4 div1don4a . 

Tvo c0111ideratione n~t tbe balance beart17 1n tutr ot collection at tbe 

eouroe: tbe probable nooeaait7 or ob&ll81118 the rate ot tbe euppl -nterJ inccae 

tax betcre tbe oalen4ar 71ar 1942 ie out , and the diftioult7 or 1n4uc1118 1111-

110111 ot uall taxpa,rera to tile quarter17 returne on eettated ql1&l"tar17 19'12 

1DCCDe. 

'lbe rate would probab17 baTe to be obaneed beoauee ot tbe dittioult7 ot 

toreout1ng tbe &IIOUnt ot tazation needed to obeck intlet1oc. JCff' eu.p1e, it 

~ be eeen b7 8ept•ber, 191!2, tbat retail prioee ba4 r1aen bJ, 8&7, 2 per 

cent or 110ra a a octb in Juno, Ju17, an4 Aupt, despite tbe eupp1-nt&r7 tax ot 

17 per cent •useeeted below; hence Consreee ail!bt d- it tm;perat1'f8 to etep up 

the rate t o 20 per cent or eo tor tbe Ootober-Deoeaber quarter . lllile eucll a 

cbanstll8 ot ratee 1e no insuperable obetacle to t be t1lill8 or ql1&l"ter17 returm 

- ----·_.._ 1 -
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aD4 Qu.rterlJ' prepepente cc • tsa t ed 19112 i noc.e, 1t ~t reeult i ll - 14er­

able OC)Ilttlaicc &114 •t~J errore 1n ~D.t. 

'Ilia tuli: ot i a.4ucia.s a1111ca. or -11 ~1'11 to -a Qlm'ter}J' ,...pq. 
•nte ie, bowe,..r, eelt-eT14eD.t &114 4eoid.,.. . lr'Nn 1t tbe7 ua.4entoo4 tbe 1'11· 

qutruente aD.4 wre eaaer to tultUl tb•, tbe7 YOilld i n ~ ou• tia1 tb­

eol,... Titbout ea.oaab _,.to~. Molltbl)' ~ cr e...a. -li:}J' ~­

menta vould be neoeall41')', to set tbe aoaer wb1la tbe taxpqer aUll bed it. 

It penOIIIll exaapticce &114 credit tor 4epeD.4aD.ta vera to be sraa.ted IJIIdar 

tbill euppl-nter)' tex, each ~ vould ban to tile a retura. ecce a ~. 

perbe.pa u pert ot bie reeular inc._ tax retura. (ta. Marcil, 19113, tor ~le), 

to eecorte1n vbotber be vae aD.titled to aa. retua.4 becau .. too IIUcb ba4 been 

oolleote4 at aouroa (dur1118 19112). D1 ec.e caeaa, too little ~t ba.,.. been 

ocllaote4; tbe •1•t• cen be eat up, or 00111'118, ettber to reeult a:a.cat aa.ttre}J' 

botb. 

'lllcaa vbo bad prepaid 1D. 19112 cc an Htiated 19112 ino ... -14 in ~ 

oeee ba,.. to tile a correotill8 retarD in 1911''. Moraonr, it tba quarterl)' ratee 

bad been oball884 4urill8 tba )'Ml', tbe annual return could be •• tbe ooouicc 

tar •PP171118 to tbo vbole rear'• inca. aa. anra"' rate , sraa.t1118 retiJIIda (cr 

are41ta) &6'1Det tbo regular tax tcr cmor-pa)'IIOnte, Yitb aa. a441t1caal tax tcr 

Un4erp4lllente. '11118 voul4 aToid inequitiH 4\M to taxins at ditterea.t ratH 

tnoCIIN aria ins in 41tterant -parte ot tbe 7Ml'. 

Sc.e e1Jiplicit7 1D. •""'n'atrattoa &114 1n cc.pll&Dca ooul4 be 8"1ned 'bJ eU-

111nat1ns do4uotica., perecaal ax.-pticaa &114 tbo credit tcr 4apea.4anta. To 

raieo tbo neoeae&J7 ·~ bilUoo or t9 b11Uoo vou14 require a rate ot trc:a ~ per 

cent to 10 per cant tt no eu.pttcaa, cre4ita aD.4 4eductiona vbatacanr vere al­

lowed; 6114 experience llliebt eooo ebow tho need tor a rate a till bisbor. 'Ilia 

·- - --~ -- - -
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burclen Cll thoae with .,.1'7 low 111oc.ea -- ta111• with 1- tbau, aq, $Soc or 

$l,oo0 a 7ear - - voulA be aa'IU'e l 8114, tar the P'llr'JIC)ee ot cbeckias 111tlat1011, Dot 

euent1al. 'lila reeult YOUld 1n 0111' op1n1Cil be 4eo14e41J' lllltair, beoa111e the 

a44e4 tax blll"4en YOUl4 be eo resreaat.,., Norecrrv, eDtiralJ' aa14e trca the 

1uue ot unta1rneea, there 1.e the pro4uot1.,. POIIW' ot the aOCilalll1 aa a wbole to 

cone1der. 'llle reatr1ot1011 that would be toroe4 in the oc:>m\DPtica ot the bereat 

neceee1t1ee vould illlpair the pro4uot1.,. pooren ot the vorltias .-hera ot theee 

lowest-inc.- tem111ee aD4 alao 1noreue dMBDde 011 sover-ut aD4 prl'rate 

ecuroee for ouh relief 1 tree too4 , tree medioal eerrtoe, and eo on, J'iaallJ', 

it 1e not ol eer that there vould be a D!'t a&uni.etrati.,. ad.,..utage, 'lila tulc ot 

co .. ring the 11111101l8 or inc.- reoipieote ot 1•• than ~ a 7881' would be 

bu~. Jl'or theae reaeollil, the preeent dia0111e1011 aaaUMa that per&Obal UeiiP­

Uona am a ore41t tar depeal.eute would be aUC*ed 1111der the auppl-otaz'7 111-

caoe tu. 

Rov larEJt migl!t the;y bet Without o<:BD1tt1'118 ourael...a UnallJ' on th1.e 

point, ve • .,. ada •t"-tea ot re.,.nue 011 the bui.e ot $1,000 tar .arr1e4 

couples , ~ for a1nsla pare ODe, and $300 for each dependent 1 ch 1eflJ' beoauae 

ve happen to ba.,. a .... 11able •~ 4eta 011 tu bue and nabar ot ~era under 

tbeee h7Pothet1oal pr0?1.e1c:>m. 'llleee are the aa.pt1ona that will be aaelaed 1n 

the present diecuea1011. It, howe.,.r 1 IIIUcb IDOl'& than *' billiODII baa to be 

ra1ee4 '111 a euppl-nt&rJ 1n<XD8 tu, U8111Pt10llil or Moo am ~oo (or therc­

aboute ) am a ore41t ot $200 tar each dependant Jll1a'lt be cone14ere4. 

'!he e:u111pt1oae of the regular inc~ tu,' g1.,.n the rate ecbedule ot that 

tu under the Bnenue Act ot 19'11, 111a)lt or Jll1a'lt not be re4uoe4 to tbe l80'e1 ot 

tbe auppl-ntar)' tu. It th87 vera, there voulA pree-b~ be leee need tar 

aotual retunde on the euppl-nte.r7 at- eOIII'oe and prepe.rment tu, ainoe there 

VWld be a greater opport11D1t7 tor eubtracting trca the regular inccae tu 
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~ 41M at tile tt. ot t111118 tba -1 rat- 111 Ilardi, 1~'' u.twt , 

~ 111 1~ aa aooc.st ot tile ftliP~IItu7 tu . ~ta Aartoa -u ill 

8111 out, ot _.,, be wt4 liJ tboaa ~ra 'IIIIo wouU ,.., a-u.1118 aa tile 

raplar tu -- lf tbe - acu- ... an41t (tar tbe nplar ta) - left .. 

ltta'l .. tllt7 - Ill tile ·-w ot 1~1. u tilt - : u.- ......... -
1cMNA tar tile raplar tu, .. rr.ens-• .,, .. trca tilt - tu -14 lit -

wllat 1-, bat JII'Ola~ UIGt •• • to attaR ut1atee to tile -t '1111Uaa 

4ollart. Osl tilt otlltr llellll, nCIIt a 4aorau• 111 a~~~Ptt- IIIII GN4tt woul4 

proltllt17 l'tll'lllt Ill a 1.- Lat leu ~1ft rata atnotva tar tile ,.._ tu 

.. a wllolt. 

~ au- ot Wut~ 1DD ~t ,.u, nata a1 1o.1 -.. ,.u, 

vror-~ ar CIOoalllts-1. .......... eo .. to lll'l't'$11 at Dtt t· -· ..... 

tilt •--oou.atet IIIII Jhll$ t taz, woul4 ~= '1117 be ...S-17 ••••• 

tor Dlll7 tnw ot _,..,,., as- tt -14 01Gt rw4117 111 taasa lll*o a--* 111 

Httllll tile-' to lit Wutt4 at tile •~• tt -u • b- tile SIMI tor 

nr.sa, bat CIUil7 Ill til- - ,._ tilt rap1.ar taz CiltiMI'w1H tat - 5111& 

tar• .._. to a'?llca-'11 .. OSWM 11 t11at W '1lwD ..... • U.S. aaa t (p• 

tilt~ a: nat WStll tH n at~ al cnttt). Ill tilt ga llal u.a-

-1051 lt ta tlsat ..... tilt •'IIIPP' sstu) tu tilt - Wut~ -

&lla.a4 ....... tile N811lar tu. 

005114 tilt rate ot .. -llllasstu7 - ....... .ttA, 11111la lt ftlll4 .. 

1t1 s.pa.n1a to 4o ao, ill n.. ot. t11a IIPJIWtiMl" tea- -••••tlaa Ill tile 1 

"'- t11e1 an. .. s.oc. ,_ w wtet, tt -u ~uaate att.-a -

'lllat. n woul4 pro'?la'?ll7 ..-. e4.Su~• tilt 4ttlllllttaa at eeuw at_,_.._ 
•~ ,...., a.p1ar;e, ot oouw, -u SIMI to lit aea ?et tar at a tsn.1a 

rateJ 1Uio1Ht, lf tilt rate~hiUaallraabtt ot s- _.. talrl7 'Srlde,-' 

or aD IIUplQJtr '• 4t4uou- troa pqroll -u lit ..aa at CIUil7 two or .._ taz 
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ratee . But tbe pereOil&l exeaq>t1oo 1111n1llwlll of t'oo 1taelt 1Dtroduoee a factor 

of sraauattoa. 

40 

Ill general, there 11 no ureent need for sraduatioa 1D tbil auppl-ntarJ 

part of tbe inc~ tax. Indeed, in rtev of the blfll rate needed for tbil eup­

pl-ntary tax on tbe a'ltlrage -- 867 betveen 1' and 20 per cent -- 1te rate will 

have to becCIIDO resreeatvo at the btgb level of 1nccae if i t , in cCDbinatioo vitb 

the re~lar inoCDe tax 1 is not to take 110re than 100 per cent of the taxpo.Jer 'a 

tncaDe. Tentat1n~, ve aueseat i .ntroducing thia feature bJ le'f711J8 the aupple­

montary rate, not oa the net incCDe (after exemptioae all4 oredita), but an tbat 

net incCDe minus the regular tax J1618ble on it. 'Ibo withholding would be done 

at a flat unifCJI"III rate on incCDe leae pro-rated exempttoaa and depell4ent credit; 

the adJustment to place tbe tax co 1DcCDe leas regular tax would be -.de 1D tbe 

annual return. If tbe result vere deeme4 to be too regreeaive an additico to 

the tax structure, the re.tee or the regular tnccae tex could be adJuted to 

counterbalance thil regress1 vit;y. 

Selee 'nl:rea 

Bov dose a euppl~~~~entaey source-collected (and prepaid) inccae tax of tbil 

kind compare witb a tex on tbe eale of f1ni.sbed manufactured goode, all4 a tex 

on retail aalaat '!here are a coaeiderable lllllllber of a1guit1oant pointe on vbicb 

thea a taxaa are eitber boull4 to differ or llli•t ditter, but tbe pointe of cbief 

illlportanoe are probeb~ e.a follawe : 

1 . '!he suppl-ntaey incCDe tax would keep tbe retail price lnel lover 

than would the manutacturere ealea tax . '!he 1ncCDe tax would keep a large part 

ot tbe oone~ '• 1DcCDe traa appear ins co tbo retail ...-ket at all. '!he aalee 

tax VOilld net preTeDt it trca appearllls 011 tile .rket (and benoe JN11hins pricee 

up bieber than tbe7 would be under tba 8\IJI!Il-DtarJ inccae tax), but would ab­

e orb it attar l t ba4 reached tbe manutact~~r~r. '!he • nutacturera aalea tax 
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voulA, tberetcre, .Ue the ..-nt ot 111Cc. that tbe aDIItaotviliiJ ttn. wtll 

be able to~ out to atookbolAan~, JIU't~Z'II, aal proprlatcre 1- tMil lt 

yoal4 ba" 'bMD it DO 11441Uaaal tax at all bad baall larte4. Parllape, 111JN4, 

1~ at til- protlta that waal4 be Jl"Mallt-.. a 110-ta pol1C11J waa14 -

~~- 1a -eaa . Ill tiiMe rwpaota tile •* tu -14 bet tba Jl'lot l.ewl 

1- tball lt WOIJ14 be it DO .U1Uaaal tu&UOD or U11J aart _. DIJC11a4, lat 

tile prloe la"l -14 aUll be lli8llel' tMil llllller a nptli81N17 ~ ta. A 

_. 4etaU.a4 ~11, to be a11'1181ttl4 1a tile filal ~'~pert or tile ..-••n 

etudJ, rill aile. hrtber aa41t1•ts- to be ..U 1a tllla 1lrCII4 ..-raJ.SaMSOD, 

bot tile prCIIJI'ot u atata4 lien 11 .ar nCJilllll to &OOIII'&CIIJ tor tile ,..... ,..... 

poae, s.a., tcr allooallll-. tba -,or re- PGN1"nsu ... 

2 . "'' a••Uaaa .._ tile • ..,~ s- ta ..a 110 all- tor 

turw Ill an 1a -' or UYiliiJ 1a -s- 1-uu... A t1,ooo ~ - ..­

t... lll a larlll •tr111P011tall - tllllll 1t 4oea 1ll a -trt tc.D; ..-uJ, 1t 

- leaa 1a tbe llc&"tllll'll Qllta4 StatN, ,.,_ twl &1111 olotllill8 "1111 aON4 

tlloee ot tile Scatll. ac. a., st .., be ,_nl.e to _,. tile pera-1 •••UOD 

ad Cll't41t tar a.,..c..w to allc. for nail Uttw DIIJ at tile pr1a1.C, lt 11 

!ilpraotlcabl.e to 4o ao. A wuuf*otw•• aalN ta tllat dll¢W ... Ulal redll 

tllerebJ allt-Uoal~ .a. - all- tor restaaal 41tt.raana Sa ocat or 

U'I1JI&. tor st 11 1a 4wlU.118 reatal tllat aaa11 or tile tsttw•- 11 roae. o...r 

a Ptr1o4 or deGII4ee tile aalN tu waa14 re1ae tile -' or 4wll1.118 aoa - 8•UOD 

lmleaa ba114SliiJ •tarS.ala -. a-pte~, 1111t - tile •ortar period st -14 be 

Tlrtal~ ritllollt 41reot etfeot. 

'· Cc.pl.eta -.,tSOD or tatUM &1111 a11181e JIIIWCIIIa wltll ata-~ lc. la• 

- 1a Jl'lotl•"l.e ..... tile • ...,~ ~ ., - 1110& .......... -­

hot ..... •1M ta. 
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Tr ... lll'f UI1'0UIIII fil1D& rR1II'III 1111111 olatwh'- nr.e. Ill' ..... aMi"-! 

pa1JIIIltl UDda' tile ·~r' r*-7 1Do- t.u. !hill -u -w • ldzt ... ot 

oirto oomo1_.0 1111111 11'1'1t.t1GD. • Mt!MW --~ .._. oa qttm. fill $11000 

an4 $!500, aD4 w1tb • ·~ U.Ut fill' O.pe• '=• (111114 w1tb 110 -· ~ 

oreclit), ~ •~P~ ~ t.u -a MJal R .:...t l9,700,000 fM111M 

and·~ 1D41rt4a.l8 t.u.lll8; iiM \c!Ul ~ wll prG'N to lie lD per -a to 

20 per cent hl4aer. i'ho Nl8e t.u -a Ill ...-.1 be pe14 '117 pen- (ba.woo 

ru-) -0 Wft eU..~ hai.llar witll ha.z.l t.uniCIDo 

~. 11u1iJ ru-. •-P" tllll Silo- t.u lleoa- tile 0411111 pen-1 oa.pt1GD 

11 eet 118111DR aD 1Do- tiiR 1o Ill :J.ozwl peri -OMb, 1111111 ~ I'MU~ wipn 

to reach tan..pro4uoe4, t~~JS-o--4 1Do-, llllt 1t. opplloot1GD to olGtllq 

an4 hOUMIIoll IIIIPllM alaM 1t ot l8oR • '•t otrootaal 1A p)Moo -- tile 

inc c. tax 1o DOt. 

S. To cbeok c-...,C.1CID without •ll.owiDI • l'1a Ill Jll'ioo , - ttot _.. t.u 

rennue a~.Ft be 1'119.111r04 IID6Ir tile ·~ 1Do- t.u t11u IID6Ir • Nl8o 

tax 1!, u 1o ~-1;, uo-4, • 1arpr propcrtlCID fill tbe t_. woul.4 lie pa14 

out ot •rtaso tllu tbo l8ttw. Bllt botb t.uoo, M ~ Ht ~. are pe14 eo 

larse~ b7 tbooo w1Ul l ow 1Do-• that it M7 lie 4oubto4 that tllio Jut~ 

11 quant1t.t1'N~ ~-

7· Ada1Diotretl'N~, til- 1o prolMib~ DOt~ to ch- botwoD tho two 

• •aeuree to 1Atl- tile 4oc1o10111 epproctobl;(, Sllrt• fill tile fer w~tler io-

,._ lmoln4, Both MMIII'N ere preot1oebla, It wou.l.4 prebob~ lie 4oo1Jilbll to 

exe~~pt mnutaoturero wltll l8oo than, H'J', $,,000 oallo a ,..r, 1A n• ot their 

large n\Uero 8114 -u total M lle. Both -•uro• woull require ...., branchee 

1n tho Intal'tllll ReYonue Bureau. Tbe lnoa. tu could not tUDOtl oo well tw low 

Regraded Unclassified



1DC- wttboat a larp nntll' Oil ~1 att1- UlrotlPM tu ~ ._ tM 

pun1AI4 tupa7W t1Wmi8 oat Ilia -·1 ••"*• 001114 10 te 1lrW a4noa. 'llle 

eal.H t.aa would 111-tt.at. a Uo-iDI a,n. to pa•ftllt 4ouble tuattcm ar 

a tiJ111be4 arttolAI aol4 to a ao:W.ler aall I'Mol4 to a ...rwt,.., te •18 

bT hill, 8114, m ,._.a1, -u Nllldft dtllllr a anat az..-1cm fll tile 41't'ia1cm 

DOll lwi411DS ..ufaot~U'eft' asoiMa, • a aol8 - 41't'iatcm. All~ poUlt 

ot clefin1t1Clll, telob 1.atl- 111a acta1.D1etrat1ft tull: -idera'bl.r, ar1Re 

1n the HlAI• taa; are "t1D1*e4 lOOM" to 111111* pro4uoen' SO*, lUie 

meohllll toole! It 1a 1Do011111atellt to 1111111148 til• 'llllile nolu41.DS raw •tertele 

that a.uter 1Dto Ule f1D1*e4 }r0411ot, 'bat tile w-1at..uo7 1a t011114 m nrt•~ 

17 all tu 1.- h .... a.u4 a'brca4. 

em -t Ott Ul- aeftD poiDW a retail aalee taa ..- a o011111dera'blr 

battll' aOiriJ>S UlaD Ula -=faoturan' aal8a tu, azoapt 1ibllt Ulan -u 'be 

mare ta:rperen to o~u; a~iCD, either 1.D law ar 1.D taot, -u prdla'bl.r 

haTe to 'be sranta4 t o tll011118DII8 Ott -u ret.ilAIN. Die retail tu would 'be o.. 

cicledl7 'batter 1t •- pla.a ooul4 be Oe't'iaad tar a llowl.DI oa.plete a~1Cil 

to all para01111 witb 1Do-• IID4ar, aa7, .,00, to all .arr1a4 ooupl8a w1Ul l.D­

ccmea 11114er $1,000, a.u4 to a ll Oepe.ude.Dta to the ezt..ut Ott $}00.1 Sllllh a pla.a 

baa nenr 'baeD tried; 'bat it 1111tlt 'be _.liable 1t tile t.upii7IJ' ..,.... Si'niD a 

boot of ooup01111, up to Ule l11111t ot Ilia (ar Ilia taail.r'•) e:r.pt1CD, the 

collpOM t o be n Ud 1.D ~ at the tu 'b7 tile retai ler. We ooul4 Dot adTo.. 

cata alaOil a aertoe without far.,... atud7 tlla.D w haft bae.u able to SiTe to tt, 

but it obTioualJ 4eaarne •- oCIDII14eraticm. If tlle retell taa were etated 

aeparatal.r trao the price, tho price len1 •• the 001111-r woul4 Tiew it lli .. t 

not fur.u1ah quita eo auoll fuel for weao-i.aoreaee cl-ncla aa woul4 a r 1ao 1n 

pricoo under no tax or a monutooturero' aolea tax (the comparison with t bo 

l. Wo are indebted to Dr. Laatlo Bctsr- RIIcl f or thi s eus._""etion . 
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,upp~ 1110- tu ret..- o~:a.z t~s.-). rr :rat wn 11111t tan«, 

tbe res1calll ftrlat1~ 1JI oa.t ot 11Y1Ds wwl4 lie tUm a- 2 ,. t.ato "~' 

nz-re lil-t lie tue4 •-at _.. tllaD 'IDler tile 1Do- tu. c-. tbe otMr 

blll4, - ot retell aal.H tu 'b7 tile :r.a.ra1 Gotw-m. ~t -.t witll atrcas 

op~1t1ca ~til- at.tea alna~ •1118 it tar tllelr- Pill~- • .._ ot 

tbe atetl rat.a esoee4 ' per oeat. At ~ au tlla pnotioabW~ ot au.c.tDe 

perac:mal exe~~pt1~ aD4 cre4ite U tiiCirOQ&bl,r esplare4, aD4 pem.,a aftD tllen, 

OlD' obo1oe ~1m tile •upp~ 1Do- tex. 

Batee .. 4e4 tar tile 8g' utaq IDD- Taz 

111M larse a tez rate wolll4 'be ma4e4 U tile aupp~ 1Do- tu al~ 

were to be J1al41JIS, 1JI J\1118 1 ]9112, traa $1120 111111011 to $m 111111oa, t .e , , u 

amual rate ot *' bUlloa to ~ b1111oaf c-. tile lluU ot a o~ia.rallla ~ 

ot reaeerch tbet w wre able to OU'J7 tbrCIUF 1JI tbll fiel4 4111'1118 tile put two 

montbe, an4 m1oh will be aet forth 1JI clete1l 111 CNl' f11181 repcrt, w Nttaatr 

e-ruiCD, IIDliH tbe tez U a.-mutere4 :a.ea etfioUDtl,r tbaD tile reCulc' 1Do­

tu baa been, fa:r tile •th04 ot cler1Y1DS the aetiaate allolll, roupl,J, ta:r met­

ever degree ot IID4errepart1DS (aD4 DCD-repcrtiJis) baa oharlloter1se4 tbe ~ 

tu. W1tb1n tile r~ eattaat.a •14 here, DO all-- -dol to be •dol tar 

added coet of aclm1n1atrat1CD (the addol4 ooat, to aet up l.zal atfioea far atruoa 

to t axpayer• , t o han4le ref 11D41, eD4 ao oa, woul4 •• ,. lllllt ez-4 $100 

lions, or frCIIl about 1 per ceDt to 2 per oeDt ot tile addol4 -). 

CCI!lllequontl;r, 1t new rneDDe at the rete of*' b1llioa a ;rwar _. D8ellal, 

d heve to be ~· or 17 p3r cent (onl,r appllceble, it will 'be 
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reoaU.4, to t11e taU~ s-, tut 111, tile JC"t. at t11e aet 1DD- t11n 111 1.te 

ett.er WDGtl- U14 after tale ,..._1 ~lciD Ul4 tale CIN61t tar .. , ' t•). 

It t'J bUUCD wre -de4, tile nte ..U llaft to be Ji, ar '1 JIC' oat f1l 

the tuabla 1DD-· ,.,. aaen1 P111111111e• • ~ - • oeatn1 rs.-, $7 uwca, 

with t21e ~<&iMJT"'I8 t.lr nte, CD tuM~ SDo-, at ~ JIC' o.a. !law a _._ 

r 1e4 coapla wltb DO .. pomt'emw Ul4 • aet SDo- (betcn --.,tl- .... GN41t) 

r>t $1,200 woul4 P'7 (at tile 211 per oat :rete) ~8 1D eapp~Dtc7 1DD- t.s. 

The hllll'ball4, w ~ euppoee fGI' 1llllltnt1GD, 1e noe1'f'1Dc a en@l;r •lu7 at 

$UO ai'd 11 P'71D8 out fl20 • 7MZ' 1D 1Dteiwt Ul4 .tate Ul4 1ooal t.s., Ul4 ... 
bel no otller"4e4uot1-. & f1* witll hie •lo:Jv a ate~ at f.ail;r etet•, 

ole1IWIS $1,000 a ;rear napti1CIIo ftle, 41Y14e4 b;r 12 ...U.., p.- $~., a 

IICIDtb to be eppl114 u e-.pt1cm ... laet tile $110 Nlllr;r, l.en1DB $26.67 to 

Clloh the -.plo:Jv appllee tile 211 JIC' ~ :rete 1D uoerte1D1'18 hear uoh to 

witbbo14 an4 tlll'D O.V to the 80'n~t Noll IICIDth • • Yl1s 1 $6.40, 01' .76. 8o 

Oft1" the JeU• 'l'lle follcar1'18 *rob, the oo'911 tlla a retlll'D, llbo.1DS $1,320 1Ds 

oca., ~ $120 4e4110U-, • $1~-szu. a ~.ooo nlllpt1GD, •rtns $200 

taxabla at 211 per-t, st~·;r.t·p~ tll111 1e appl1e4 the $16.8o, 

lhow1DS an ~ at $28.~ ...,,. **"t retmm (putlape 1D 41-

f eDH ~ Ul4 ....-1Jl8l bCID0!8), • tile ..-pt1CD at tile J'I8U).ar 1Do,_. tu hu 

olao 'bee re4-4 to $1,000 CID ~ w-, -~ Ule ntee baft rwM1De4 •• 1D 

the Re- Aot at }9111, tll1e ..rr1e4 o~~ woul4 4e4uct the $28.8o C7Y11"PS,_nt 

trca the J'e8lll,ar tu atbenliH 4111, '1111e woiWl be $1,.20, ••1ns a retiiDd 4ue 

at ~.6o. tbSer tile 4n1oe a..,ate4 ab- to a't'014 ..... t11an 100 por cent tua­

t1oo 1D tile h~er Z"Ul8H, tha 211 per oent :rete woul4, 1D the aDIIUII1 return 

lu1111tta4 1D Muooll, ~'' be appl1e4 CIDl;r to $200 mlnua $1,,20 (reeular tax), 

01' $1S..8o. 
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lot all tM 141614 ., 'UWGII to tiJ lt1ll1GII .-14 line to - b.- tale ftJa 

p~tar7 iDa- tu. s- aoul4 be tlliw -u~ a'lttii1De4 b7 ola.iJW •- o1 

tbe uUtUIS 1aapbalel 1Jl the 1DD- tu alii the Htate tu. IDaNuo aaul4 1te 

1 08t tert4 ~..all tM Oa.;PC~ftt1GII to. 11114 a~ eat. w-, thCMII!b 

.. clollbt tM wa&:a fll e1tur fll tMR. 8JM1a1 e:mt.e to ... lp aiMolr: --.. 

tioo at •terlale Ul4 labor 1111 .. 1 tar ..,_ .aJ' ~ -'lll 1t pr1ar1tiea 

end eUaaat1oo aamiOt tar 1- nuca ar atbel' 4a 1 a~-1ft Jolt oo theM 

po!Jltl , Speo1e1 t.ex• to reaaup w1JI4tall prat1te fll ... lan 1D 11111 pra4UOWII fll 

art1olee •te eoarae b7 pr1ar1t.1• alii allaaat.1GII .aJ' prcm1 14Y18ablao But. w 

are eure tbat all fll the t.ce-1har woul4 DOt e1Ja111aw tM -~tar a -

811111'81 tex l1D the lapp~ 1Dd1rt4ua11DD- tu ar a .,_..1 •1M tu, 

batb beoa- {1) tba Nftll• nqw • eat. to prawlillt 1Dtlat.1GII, 11 w t­

tbea DQII1 are ao llrp alii lteoa~ae (U) tM 11t.uat.1oo-., aha9 eo np1417, 

tbe errara fll t areaaet .-, pron 10 o011114enble, alii the -u1t7 tar oar-

root inS tb• prcmpt.l7 • 1 be eo great tbat tMI'I IIIIR be 1A oparat1aa b7 .n-, 

l9li2 , at the lateat, (alii praterabl7 1t7 ;,_,, $ , u DOte4 ltela.) a ,_r. 

tul tex-.N111JIS ~ fll a lr:1JI4 tbat will 1te oapabla fll 1'111S.. l't111 _.. 

blllldro41 fll .ull0111 • ...til b7 the Cllliolr: aot1cm tbat. a IDpla ablll8l 1a tu 

rete a:UC.e. lDo141ZIY117, i t alll't be reaalla4 tbat. IIC!I't t:JI theN otur tuea 

woul4 praltabl7 be leal etteot1n, per dollar fll te:r renmae, 1D abeold..al aGD­

IIIIIIpticm tban woul4 the eupp,_.Dtar7 1DD- tu, 

It ~5 b1111oo to $9 b1111oo a 71ar 11 DM414 b7 111e:rt. .n-, 1-tbuw will 

IIINlJ be Deeded betare tbeD. Laolr: fll tt.. .... prewllllt.e4 • trc. OGOpat11118, t ar 

tbie prel1m1ner:r report, data tar a aoatb earlier tllan .n-. We 1ateD4 to altl­

l:lit 11 figure tor J«~Dt>IIJ7, and poae1b17 otber mcmtba , w1tll1Jl a wet or two• 

Metl'lllb11e, we propoae -- until ICIDOtblnS mare preoi.ee 11 OCIIIPuted -- tbet tile 

DU!'Plomentary tax be 1mpoao4 beg1nn1ng witb inoCIDOI ot Jenl.lal"J', ].9112; end that 
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tbl w1i2111ol41JIS nte f~ .. fSrn ........ ~per.-, .. t~ tile-­

quarter, 17 pG' Hilt. 

111 uq -, tu ratee ~ 'be llliiiJnt to .... .,.. , DOt atte.r tiau - a 

quarter, u ettur (a) oam-4 ••••~~"~~~~ auw tile t-..t, (II} 1M nte 

• • toun4 u Jnattoe to 'be 1DNII&uate ~too wu- (u ,..... '117 1M nta11 

pr1oe IJI6e:r IID4 Clther c1ata). 

r1DIJJs, 1t .-t 'be ~is .. tllet tu _..y of ua.ct tun- no-

~D4e4 1A tll1e repcrt an P1n1M, 11.Do1 001111a.rat10111 Clther t:11u tile abeoldJis 

ar e ellbltallttel rill 1A tile oon of l1rtas ..,- •...-t at111 _.. zeu •, 

'llh1l.e 1t ·- UDl.11o:eJ.::r tllat tllere Will 111 U, Cll2ler OOIII16erat10111 tut Will 

•usae•t outtiDS ~ tile z•no-. AD eD~~t~ll of tile f- o011114eret1CD 1e the 

d~Qger tlllt tile o011Dtr7 ..,- f1D4 1tMlt loa0e4 Witll u 11114~ lule'f7 1Dternt 

charge tor plillio Oebt after tile -l'(IIDU¥, ar tllet tile atooll: of~ 1A tile 

IOODIIIIJ will be 11114~ larpo 'l'be tu -- pt'Gp011e4 :lA tll1e report wouJ.4 

not balaDoe tile buclelt 1 tar trca 1to Ill .n-, l!JIII, tlla Oef1o1t ~ be ~ 

at l.eelt U hi4!11 U 1A .JIIDe 1 ~1, 8114 pro'llebl:;r htallll'o 
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IIPP8iiU A 

Sal' JSBUC:IIll! CJl'llll8 D 2Im J'IIUI ~ IDI/triQI M» nBCAL PC1.IC1 

~e teohn1qll8 -c11D tbU npart- 61ftlape4 ~after 1 R11c1;r fJI tbe 

_.t elreaclJ 4CIIe '117 otban 1D tbe - t1el4. B 111 to a oCIIe1_...la a:Rallt 

baee4 cc that wart, lime it llliR llt.1U.. DOh tba- 4RI a4 -~~~~. It 

diftere, ha.tYIIr, 1D tblt it plllllel f-" to I 61t1D1te 0-l.allem of "hCII 

IIIICh" aJlc1 ''*eD" lllcl, 1D 4o1DS 1o, '111'111111 tbe ..-.al pro'llla a- 1Dto a 

1arser ~r ot 1ub-prob:.- tbat are -~e4 aepanteq. 

With re1peot to tbe Alllr1.oaD 1-, ..to ot tbe wart hal 80DI em w1tb1D 

'llll'iOUI 48~ of tbe leclolnl 00111-..t a4 tbe . Nlulte line Dot 'beell pab­

Uahe4. 11oft ot the pro4llotl ot tbU tiCirt haft, l:a-111 1 11- •4e lft1llbla 

to the 11Z'1tel'll ot tbe preeeut report, em a ooat14eut111l ar Mm1-ooat14eut111l 

bae1e. In a few 1DitaDo .. tbe •terial - too ooat14eut1el eYIID tar 1110h e 

Ull1te4 rdeue; the oh1et 1DitaDoe U a "61t- prDiar" OCIQOI84 b7 the De­

ten.te JloCIICIIIioa Qlit ot the <rnoe ot Priol A~ticc 1enraliiCDthl ae:o, 

aon~1D1Da, we UD4entaDd, ta1rq epeo1t1o eli88Mt1CIIe em the SOIIDt ot tea­

tlcc that woul4 be 111eW 1D aftrt 1Dtlat1em. But nm 1t tbill npart wen to be 

m48 anillbll ~~a~, ·it ~4 pro'llabq DOt a44 allllh to the 1Dtanat1cm w haft 

gathere4 trca other 1011r011, 111c1 1D azq oua the oc.putat1CIIe ~ llle4 az­

temin l'IIY1111em. 

at about the- tt., a auaBNtift teobD''I• tar~ the IIIIOimt at 

teDtiOD -aea, ut11111DII the 4artoe ot 1-eHift appra:~W.t1CIIe b-4 em 

Cll"ta1D obnrft4 relat1CIIe ot'll' the paR few ;Jeal'll betaen 81'011 118t1~ pre4M 

ID4 "ottHta to aaT1Dp" (sDY~~nae~ 4et1o1t, priftt e oap1tal t~t1oo, 11114 ao 

011). It ello ut111zel certain other b1atar1oal rollt10DI . 
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!be IIINIU ol tbe ~~ bal a...l.Gplt 1'eoelltl7 I cl1Tla101l of f11011 1'1· 

eearob *lob bu '- atuoii1Dc tile pro'blla ot ref1Jlins 1114 IIOcl1t)1Jic tile "tn­

tllt10Dar7 pp" -~ll 11tll1H4 1n tile noat Brltllll 1111w ,.._. Cllt. 6a6' CD 

1ouro•• ot _. t~. 'Ball -~ll 411** protarl~ CD oa-Wtn CIMerwcl n-
lltlCIIII 1Jl noiDt ,_e bebUD s.r.- 1Jl •PII'tNW--Itt 4et1olt p]Me h -

111 '*' print. ~aunt, IID4 1Dare- 1Jl a.t.l-1 inD- (-.uttpu.r• -~­

lie); 'but 11 eo o-a-aowcl u to pamt -a.t to 1M talliiD ot .UtlMU-

111 thtll rellt10111. 

!be "pp" Ulll "'lllltipUer" t.obn1q1101 ba,. 'b- -~d oan~ 1n two 

_.... 111181ttaa 1 r .. -~~~~ -co to t111 Dlt- Jllometoe VDlt ot tu ort1o1 

of Price AatniltntlOD 'b7 - ot lw o-ul\tns ..,..... 

!be re~ Bit~ loarcl u4 tile 'lnu111'7 ba,., ot c-, bHD lrtuqtlls 

the puen1 tlloll pro'blla, 'but ba,. Dot, 1 0 fir 11 w are .-zoe, pro411014-

nnda •lens tba particular 11Da1 41101'11Mcl a'bCWI· 

~te14e the ~Dt, t our IRD41tl ba,. MID •411 tbe YO~ 'b7 liu't , 

Allen Ulll otllln (Fi.Dalll!t• Dlt-1) 1 tile artloll 'b7 Allelll ( "!batiOD1 llltll­

tlOD1 Ulll the lllt- h+w, • Ben• ot :111-'.o Btat11t1o1, Yo1. lXIII, *7, 

l9,1, PP• 7~81!), tile Y01- 'b7 BIJMW lluT1I (De :111-'.01 at Mllriou lll­

!!!!!!) 1114 the lrtuq 'b7 tbe •tl-1 1-u ot :111-'.o Jltftvah Oil tile fiz.DO­

llll! of 4eta-. 'l'hll laiR 1t~ will DOt 'be oc.pllwcl llllt11 ~- t1• 1n ]9112, 

but SU.C161'11illecl oopiu ot the preH•'z.l'7 antte ot •- ot the obapt.re ba,. 

been •at .,.lll'bla to the pr enllt wit.are, '1'h1 -.z.t-Allall lrt~ a...l.Gpl a tu 

PI'CI6i'W 1n ~- a.wu, 'but tbe 11117 poillt the7 •a ll tt1at. pre41ot10D CD­

the rolllbe1t 'belli llloalcl 'be 11U..cl, owtns to 1w -erta1Dt7, Ulll tile tu 

ltrUOtlll'l lboulcl be ftriecl. trc. t~ to tlllll 1Jl IOOoraDOI witb 'llllt bu b8p. 

Pllllcl. to tbe ooet-ot-11Ti.Ds 1J14ex, Anf!ell 'e aDII~Iie 11 Ull.1wcl. to .. oerta1Jl1Ds 

the tlllle b7 11biob a eubetant1a1 r1ee 1D pr1on 11 Ulce~ to 'be llll4er W7, aD4 • 
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40 .. not otter a ,uut1tet1nq epaa1t1o tu1Ds pr~w. Blri'U' .tMJ a­
the eoOIIIDio• of oar-. 1n a oc:apr.bamtn _, the ~a 011 taattGD, 

h0118ftr 1 era not cSe114Piecl to t-ulatl I }IU'tiaalar »&081W wttll QeOUio tt. 

!JlS• '!lui .. tiOilll :BurHII It~ 1111 not ;ret JII'CI8NIIIO tv _..,. to procl- a 

parttoular tealm1tua ot ._q.il tor cSetlni1D1Jl8 b.~ IIIIOb. tuat1GD 11 -a.cJ. 

Abroe4, tbe :Br1t11b. 11b1te Pap~~' reterrecl to abcm~, lllc1 o w 011 1t b7 

the Lclll4Cil JoCIDCalat, b7 PaUla lllc1 b7 ~lc1or ere the ob.1et azap:W1 ~ to till 

preeent. t~r1tere of att.ptl to •141'1 the 1Dt:Wt1GD probla 1D 'auaUtet1n 

t.el'lll8, ~ anc1 reiOUI'OII llln 1101; penlitteO Ill esw1Det1CID ot the 0.~ Ulc1 

It.el11D llt.arature. '!'here •- to ban b- notlltns dtplit1oaut 1D J'remb., 

W1121out. ezoeptiOD, DaM of tbeH atucUe• (uoept po11ihq tile "Der-. 

Pr1lllllr") hal plllb.eO 1t1 ._q.il ter ·~ to stn re1altl clet1D1te eno\181l tor 

uee b7 polio)' Marl (lls1elatora IIJic1 top aclll1ll1atrat1n ott1o1ela). 'l'hil ·ra­

luot.ance ar 1DIIb1llt)' to OIIZT)' tb.rolll!b. to a OCIIIOlae1GD 

oauee 121ere haa been no oOIIItant 1 1Deeoapeb:W preelure 

sroupe to 4o eo. Ill pert, too, it retllote en -1DII•• 011 tta. pG't ot tile re­

eearoh 110l'Ura OYer the hea'l)' c1epenc1enoe 011 b.11tt111'1oll rellt10ill between clef-

1o1t.e aDO 1Docae, IIJic1 10 on, t.b.at tbe1r teob.ll1q- neoauitet.e. '!lui tiMe are 

ao 41trereat ~ trca 19"-39 that rellt10111 e:r11ttns then M7 not e:rtat at aU 

to4a)'. 'l'he praeent proJect, tlhila 1t b.al aea4 tbaee rellt101D1 tar pUJ'l)OHI of 

oheok1ns 1te t11101Dsl, baa I'HOb.ac1 1tle o-,_~ ohf.etq b7 broeldns tba prob­

lem 401D 1Dto mara -·pabll· .v-. 111c1 .tllll1UI .ala pert 1a the u•t of 

tlll'rlllnt 11114 PN~t~eoti'n oCIIIc11t10IDio 
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APPaDU B 

AWIBMlC S'lA~ ~ Mll'JI(I) lJIID TO JBTIIM'H 1'AX1E1 11DD1D 

Lolt A • espeote4 CJbiDae 1D 60WiWt. •Dd11:1s bet.well 1D1t.1al Ul4 t.end.Dal 
aat.e• 

'!'hen 

I • espeote4 oll8ll8l 1D t.ot.el output., at prioee at the 1D1t.1al 4at.e 

D. I - A • 4N1re4 oll8ll8l 1D oi'I'11UD output., i.e., 1D oom~t1011 pl• 
priftte oapit.el taratioa 

c • e:rpeot.e4 oll8ll8l 1D oom_. out.la7 it sr1oee Ul4 oom-r ~bla 
l.Doa. (i.e., 1Doa. after tu" Ul4 OOIIPut.CIIT •a'I'1Jis) ~1D the ·-r • e:rpeot.e4 olwlp 1D priftte oap1tel fanlllt1oa U prioea re~a1D the •­
IIIII 00111_. out.la7 obazlpe b7 C 

R • e:rpeot.e4 o118z181 1D b•iDHa ret.a1De4 protit.e aD4 oert.as.n reeerq ao­
arlllll 

M • obaDet 1D apelld1lls oa oom~iOD Ul4 pr1nte oap1t.al r-t.1oa at. 
t.e1'11111al 4at.e uaoa1at.e4 with a o!uulst at $1 1D SOft~ clat1o1t 
apelld1lls traa the •oaat. -414 to laaep oom-r 1Doa. the •-

T • oh8J1811 1D reolipte trca tena Ul4 taroe4 aaTiJiell -cla4 t.o anrt. 111-
tlatiCIIl 

t • e:rpeot.e4 ollaD8I 1D raoe1pte trca tuaa Ul4 taroe4 aaTiJiell UD4ar elliat-
1Ds les1allt10D 

B • T - t • t.ana me414 1D a441t1oa to t.lloae la'l'1e4 Ullclar eziat1Ds ~-
. lat10D 

• *-1181 1D so•••-Dt. clatio1t apeD41JI8 t.llet will II:Hp oom_. 
1Do- t.lle •- (i.e., will be oom1at.eut. w1t.ll a oll8ql6 ot 
C + • 1n com-r outla7 + pr1YI!It.e cap1t.el tcnat10D) 

D - (C + •> • obe1181 1n com-r outla7 aD4 pr1Tat.e capital tiii'Bat1oa 
t.llat a.t be ~t. about. b7 oluuls1D8 coa.IDII' 41apoaabla 
1Doa. 

B • T - t • • - .R + {C + F) ~ ~ [D • (C + r)) - t 

• 
r 
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0"T" October 21, 1941 

Calle "on the Hill" re "guaranteed lsaues• , Monday after­
noon, October 20. 

Our first call waa on Senator Barkley wbo waa j uat a 

little concerned about tbe public's payobologioal reaction t o the 

increase i n the debt l~it. He recognized tbe advantages of the 

saving in lntareat and a unif i ed financing progr aM but wlabed to 

think tbe matter over. He turtber aaid be would like to diaouas 

this matter personally with Senatore George (who he thought would 

( be back by 'Nedneaday, or Thursday, at the latest) Connally, and 

La Follette, and posalbly one or two others . 

( 

At t hi a point Senator McNary joined our discuaaion 

group. Senator McNary was entirely favorably diapoaed to t he 

whole situation and aaid he would talk to Senator Taft, 

Senator Barkley aaked for a liat of tbe outstanding 

obli gations involved, and when they matured. It aeemed to make 

considerable difference to hi M f r om a paychol ogioal point of view 

that the maturitlea were apread over a period of years and, there­

fore , that it was not a question of taking them all over i n a 

lump aWil right 

u per Exhi bit 

away, Thia liat baa been aent to Senator Barkley, 

• A, at t aobed here t o. 

r 
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The ne~t call waa on Bouae Speaker Rayburn. Repreaen­

tative McCormack waa alao pr~aent . Botn ot thea aeeaed to think 

the proposal to take o•er t ne guaranteed hauea waa entirely 

logical and proper and that there would be no difficulty 1n jua­

ti!ying auch action. 

Speaker Rayburn and Representative McCormack then aaked 

1! there waa any legislation ao important t hat the Treasury felt 

the Bouse anould not reoeee between Thanksgiving a.nd January 3rd. 

Xr. Sulli van aaid that in accordance with i natructlone from the 

Conference Coamittee, the Treasury was working on a bill covering 

the eo-called adJain1atra t1ve adjuetmenta , soat or which were 

' purely of a t echnical and non-controvera1al matter, but that 

( 

(alao) i n accor dance w1 th the Conference Comi ttee' a in.struotione, 

the bi ll would include auoh aattera aa the ooapulsory joint re­

turn ot husband and wue. Speaker Rayburn aaid t hat it would 

take troa t hree yeara t o eternity (tbia laat by i mplication) t o 

paaa any bill containing auoh a provis ion. 

However , it theae oontr overaial teaturea were lett out 

and a bill containing only adminiatrative adjustments were pre­

aented, i t was then auggeated that a aub-oommi ttee could probably 

be appointed to go over t he matter and have a report ready by t he 

begi nning or 1942, and Mr. Sullivan was aaked it be thought thia 

would be aatiataotory t o the Treasury. In reply, Kr· Sullivan 

• 
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ea14 be thought Ulh woul.d be qW. h a 41aappo1ntMnt, nen on 

\he a4a1nhtr&UYe •ttera, u the Treaaurr bope<S w ba<re all 

or thtae oo~letelr out of the war before the oloae of th1a 

rear. Be 1nc11oate4 that he woul4, of oourae, pe.aa on to 

seoretarr Korgenthau the op1n1ona •~reaae<S on thee• .. ttera 

25 
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BXBIBIT A 

»1 dear Senator Barklert 

The achedule rou requelted, covering the 
Oovernaental iaauee which xr. Xo~i• and I die­
cu••ed with rou reeterdar afternoon, il encloaed 
herewith. You w1ll note that the aeouritiee are 
lilted chronologicallf, according to .. turitr or 
earlieet call date, where one exi•ta. 

If there are anr turther data we can give 
rou, pleaee call on either of u1, and we w1ll be 
glad to •upplr it. 

With manr thanka for rour help in thil matter, 
I am 

Sincerelr rour•, 

1•1 John L. Sullivan 

John L. Sullivan, 
Aeei1tant Secretarr. 

!lr. Alben w. Barkler, 

United States Senate . 
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Approxi a&te '-aunto ~tetaa41nc 
ae ot October 20 , 1941 

(In a1U1ona or 4ollare) 

Ra\t 
: Date• to Call: 
: ( lt ~) """' : 

<"> : MaturHI 

7/8 11/1/41 ) • 
1/4 11/1/41 ) 
1 11/15/41) 
7/8 1/15/42 
3 1/15/4~7 
~3/4 3/1/4~7 

Ourrnt thcal per1o4 
on41D« J=• 30, 1942 

1 7/1/42 
2-l/4 7/l/4~ 
7/8 10/15/42 
3/4 5/1/43 

J'hcal por1o4 Jul7 1 , 
194~Jwoe :Jl, 1943 • • 

1-1/8 7/15/43 
1-3/8 2/1/44 
3-1/4 3/15/ 44-M 
1 4/15/44 
3 5/1/44-52 
3 5/15/44-49 

,Plooal period Jul7 1 , 
1943-JUDe 30, 19"' • • 

1-1/8 
1-1/2 

2/15/45 
6/1/4&-47 

J'lacal period Jul7 1 , 
1-.Jue 30, 1945 • 

: !'oiale 117 
1170 I IIOLC : JTV.C : 000 I 11SIU. : .Ph cal 

Period I 

300 
112 

204 
:no 

236 
103 

. . . . . • •.• • ••• . •• • 1,265 

276 
875 

33) 

. . . . . . . . . . . . . . • • • •• 1 ,760 

324 
U 4 

95 
571 

779 
835 

• • • • • • • • • • • • • •••••• 2 ,718 

755 

• • • . . . . . . . • • • • • • • • 1 , 167 

fotAlo 2, 101 2,409 1,269 905 6,910 

• To tol1ov normal procedure, ro!iD&Dcing plan obould be &DDOunced not 
1~ter thaD Thuroday, October 23rd. 
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October 21, 1941. 

~: The Secretary 

: !0 l r . Sullivan 

tlpon receipt of your telephone eall tt.1.1 ::-.oming, I phoned 
•-z. iloU£ht on to inquire U I could drive ld.a to the Capitol, t!:inldng 
L'U5 would be a f OOd opportUI\1 ty for WI to discuss the problem o! 
co~e:1.n~ tho indirectly .r..aranteed Federal a~ency obligations into the 
:'•Lienal ilobt. Lr . Dout:hton had left f or the :illl so I ilr:ted1ately 
d!"ovo t!:tre . Enroute I s2w Congrecsman William lloehne, and transferred 
to hie oar . llriving to the Capitol we discussed t "e problem and he was 
very 111\lch i n favor of v.nat you hope to do . Arri vine on t.'>e Hill I inter­
viewed Convressman Doughten ·nho seemed to have some misgivings that the 
'!opubliNUt !'art y nould uze this incrc~s~ in the Jlational Debt for political 
OIU'pooes in the cominq campaign . I explai ned to him tr.at by elect ion time 
"e r.oul d have taken over about a billion and a halt of this amount. 
·'ventUAlly he concluded that he 110uld be willinp to "play along" . 

1 t.'len interviewed ComrresaCIAI1 Tread'nay .me s3.id that l:e f elt 
t!o.at on 4 oatter of this kind he would have to be bound entirely by your 
reco..-..endation . He sAid, •I can't agree that I will support any increase 
in the !:atior.al Debt which ma.y be proposed, but I can say tc "JOU t hat you 
will not be prejudiced in see=~ "'3 vote for such an increase because 
~r ~.evinr covered t hese ol>ligati ons over i nto the National Debt" . 

I t.~cn e~~ ~oneress.t:~an Jere Cooper -:rho n:; verr c;ueh in f5vor 
of ~·our plan . !jy next visit ..as to Senator LaFollette who heartily 
endorsed ycur proposcl . Senator Glass ..as not in and i s not expected 
i n todny . 

Durin& n:ry interview with Congressman Treadway, he stated t hat 
he thou~ht Conyrcssrnan Dan Reed would be opposed to covering these in­
<Urectl)· vu~ranteed Feder.ol s !'ency obligations into the !(ati~nal Debt . 
: 1ec ided not •.o see !!r . ".eed because i f I did there were many others 
o• ~h~ Co~dttce I would have to $ee. 
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FJ FINANCING 

Present : 

Bell: 

Eccles : 

Bell : 

Eccles : 

)(r, 

Mr. 
v.r . 
Mr. 
Mr. 
)(r. 
)(r. 
Jdr, 

Hadley 
Sulli van 
Piser 
)(orris 
Haas 
161rphy 
Eccles 
Bell 

Octob~r 21 , 1941 
10 a.m. 

29 

I have Just talked with Sullivan, and he has 
been unable to reach the President. If I 
had a week it would be all right, but Bell 
says I have got to do it Thursday. Couldn' t 
I wait until next )(onday, Dan? 

I Just don't see how we have got time to 
pr1nt these things and get them out to the 
banks . 

~onday to Saturday. Saturday is the first , 
the due date, isn' t it? 

Yes, Saturday is t he fi rst . We would IB ve 
to do all that work in a week . You see, 
you wouldn ' t get - you couldn't get it out 
before Tuesday. Monday afternoon you would 
send out word, and Tuesday you would open 
it. 

Send out word Saturday, and have them open 
)(onday. You may have to. 
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Eccles : 

J: . :· .Jr : 

~ccles : 
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Yes, if we can't get it cleared. I am 
~oing to talk to Sullivan end I told John 
lf he couldn't cover the Senate and the House 
today to let you (Bell) know and you would 
take care of the Senate side . 

Has he made progress~ 

I don't know. He just called me up and asked 
me if I would call Barkley over at the \.hi te 
P.ouse and I said no, I wouldn't do that. 
".'ell, let' s go on the assumption that I get 
the green light from the Hill . That is the 
purpose of the meeting this morning, you 
see, and t hat the President approves, you 
see . Then the question is, "~>hat are "e going 
to do. Have you had time to consider it? 

\\ell, the only time I had w~s that Piser has 
been follo,,i n:; this and he has writ ten a 
memoi'Bndum on the thing whi ch I had seen, 
but ,-:e have had no opportunity for any dis­
cussion of the thing at all, so that I can 
indicate here or he can inC.icate just what we 
have been thinking about, r1hich is no doubt 
somer.hat along the same lines you have been 
thinking about . 

I msh you y;ould. 

Do you want to do thn t, Piser? Go ahead . 

~ell, in regard to the type of issue, it 
seems to me that a long bond is out of the 
question, in view of the secondary distri­
bution going on in the recent issue of two 
and a halves , nnd my Ol'.n personal preference 
would be not to issue a sho1• t note, in view 
of the large maturities and the absence of 
open dates that you have up to about fi ve 
years, so I should t hi nk it would be either 
a fi ve year note or a intermediate bone, and 

I 
30 
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Piser: 
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Bell : 

H.L'. Jr : 

• 

31. 
- 3 -

~ ~ersonal preference would be for an inter­
medlate bond, because I think even that type 
of issue would go about half to the banks, 
or say five hundred million to the banks . 

{Mr. Hadley entered the conference). 

If that five hundred million went to the banks 
it would leave them with approximately the same 
amount of i 3sues as they have now, whereas I 
think --

Say that again, will you? 

I figure that on an intermediate bond, say 
a ' 49 - ' 51, approximately five hundred million 
would go to commercial banks, which is about 
the mnount that they hold in the three matur ing 
guarantees. If it were a shorter issue, 
say a five year note, it seems t o me that more 
would go to the banks, so it would be adding 
to the Government security holdings of banks . 

We only figure a five hundred million dollar 
issue , total. 

I thought you were going to raise cash in 
addition . 

No . 

Only in case we paid off part of the i ssue. 

Ob, I didn 't understa.nd that. 

It would be five hundred million the way it 
is now. 

If you just refund , yes , five hundred million. 

'!bat is all I wAnt to do now. 
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I didn't understand it that way. 

Well, that is the purpose of these meetings. 
Five hundred. 

~,'ell , what I told you was that what we would 
try to do, if we paid off half of it in cash, 
would be raise four hundred million dollars 
in cash. There is about three hundred sixty­
seven million dollars to pay off in cash, which 
includes the hundred and twelve million of 
United States Housing Authority, and that 
is what I was trying to get the cash back for 
and reimburse us for that outgo. 

Well, I think I would keep it Just as small 
as we can. 

Are you thinking of giving rights? To what 
extent do you figure it? Is that whot you 
want to discuss? 

Well, the way I feel is this: Vle checked 
up and we found that with the exception 
- that the only concern who is a large holder 
of those which have been sold is J.P.U. 
That was the only one. 

Some of those fellows in Chicago - I happened 
to be over there on Wednesday, and I waa 
over to the Fed and of course they knew I 
was - it was Thursday morning . I had been 
there Wednesday night , and had seen some of 
these bankers and they had tri§d to get me 
and I woul dn ' t talk to them. They were 
all up in the air about taking away rights . 
Sol Smith - you know sol, Dan -what-is-his­
name of lhe Harris Trust Company, and there 
was some other bank there had a lot of these 
and they were j~st about ready to have a 
f\t , because they had understood - this 

._ .. . .. - . . • 
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feeler came out in the press that they were 
going to be paid off in cash. 

Well, my own feeling ia, I haven't talked 
about it, that I don't see any particular 
reason to give these fellows a kick in the 
pants at this time. M7 inclination is to 
give them the right to convert . That is, 

33 

the CCC and the RFC holdera . The other fellows 
were on notice originally that there would 
be no rights . 

Which ia that? 

United States Housing. 

Yea , you can't give them rights on that stuff. 
It is so terribly abort . 

But on the CCC and the RFC - I mean, I have 
got to live with these fellows and I don 't 
want to get them unnecessarily --

I think you have paved the way though, now, 
because I don' t think they expect rights 
except for part ot thla. 

~ell , as I say --

If you want to reduce the rights, I think 
you have got an excellent opportunity now. 

Well , they are down. 

Clear down because --

Well, they are down. 

Nobody expects the fUll rights at this time. 

We oan price the thing auoh closer, and that ia 

• 
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why I want to keep it smaller and Jll8ke it a 
small is sue . 

34 

There is this thought here. The RFC is going 
to need considerable cash between now and the 
end of the year, aren't they? Ahout four hun­
dred million, Dan. 

Something like that, yes . 

Why not get that cash now for them? Here you 
have only got two montha . I mean, Nove.mber 
first, and they need it within sixty dars . 
l'r'hy couldn 't rou at this time make this a bil­
lion issue, s1x hund t•ed of it refundine: an.d 
four hundred million cash? You wouldnTt have 
a particle of trouble, if you want to put 
out a five year note or a short bond. I mean, 
it would be just as easy, I think, to put 
out your billion dollar 

It is awfully cl ose . 

Yes, but it isn't close in that it is such 
an entirely different market. 

But Marriner, for whatever it is worth, 
if I go out and raise nine hundred million 
dollRrs now, let's say for five years or 
ten years, I will get an awful panning. 

Why? 

Oh, they will say we are going right back 
to the banks and the other thing is a failure . 

Well, six hundred million of it is refunding. 
I think if you seid the six hundred is 
refunding and you are ~etting the four 
hundred million in anttcipation of the 
RF'C ' s requit·ements at the end of the year . 

Regraded Unclassified



H. \l.Jr: 

Bell: 

• 

- 7 -

well, we had hoped to pick up so~e of that 
RFC ~oney t hrough bills . 

35 

You see, we had in our original cash position 
six hundred fifty ~llion dollars of short 
cash, five hundred for the RFC and a hundred 
and fifty ~llion fo r United States Housing, 
Everybody expected that to go to the banks. 
That is one reason they argued against any 
short issue in your October financing because 
th.ey said the banks will get all they want 
on the agenc1 financing . You are taking over 
the agency f1nancing and just have a refunding. 
When you do that, we are losing so~e ~oney 
on our cash position. I think we will get 
by. 

well, I was thinking that your outlay is going 
to be so great that at any ti~e in ~aking 
a new issue you could get five hundred ~llion, 
it tends to reduce t he number of issues, and 
you certainly can use the cash. It did seem 
to me that a billion dollars would be just as 
easy here as six hundred ~llion, and you have 
got a good reason for saying that you are get­
ting the extra four now to take care of what 
will be the RFC requirements between now and 
the end of the year. Certainly either in 
a different year issue or in a short bond, the 
market is - would be very favorable , I think, 
in eithrr one of those, and I don' t believe 
you would find your banks taking - holding 
any more than they now hold when you got 
through with the thing . 

You see , your banks hold prActically al l your 
six hundred ~llion anywaf, so you - when you 
finally got through with t, I would doubt if 
your banks would end up with any more than they 
have now got . If they did - this is what 
the banks may do . I know a lot of the banks 
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are still holding some of thsae long issues. 
I mean, there is just no place to go, and they 
have got some of those issues that they 
subscribe for. I think they would be more -
they would be ready to shift from a011e of 
those into these if these were available . 

Could I just ask a question? How would you 
gentlemen price a llarch 15, '46, now how would 
you price that? 

I would price it at one per cent. 

One? 

A little over a half point premium. 
might be higher than the others . 

But! 

Well, we had here - you had a ;:etember, '46. 
That is five years . It would e that October. 
One and a quarter coupon. 

I was thinking of March 15. 

Oh. What have you got there, Piser? Be 
baa got it priced here for September. 

Well, our boys say one per cent . 

Pretty thin, is it? 

I would say it ought 
My yields are higher 
are on this . 

to be one and an eighth. 
than the Treasury yields 

Our boys give it from eighteen to twenty- three 
thirty- seconds . 

Maybe you fellows are figuring wrong, either 
one or the other of you. 

Go outside, Hadley, and call up Rouse and ask 
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him how he would figure , will you, a ~rch 
15? Ask him how he would figure a Karch 15, 
please . 

(Mr . Hadley left the conference) . 

He is on his vacation. 

No, he is there . 

Did he get back? 

Yes . 

He got back Konday. 

He was away last week, and I didn' t know 
whether he got back or not . 

~11, I will tell you. That is one of the 
reasons I want to get these darn RFC's and 
other things out of the way. I haven' t 
caught my breath yet, and here I have got 
another issue . 

Well, it is going to be tlat way from here 
on. 

Well, not if we can zet this stuff out of the 
way. Then we oughtnTt to have to do it more 
than six times a year . That i s one of the 
things, to get this thing out of the way. 

You have RFC stuff next year, of course, 
coming in again. 

Yes . 

Your IDLC and --

Well, HOLC is not until July, but you have 
got Feder al Farm Kortgage of about forty 
million. 
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Is it your idea, Henry, to cover HOLC as well 
as the Vortgage? 

Well now, there is a legal question. Are 
they guaranteed? 

Yes, sir. No legal question about it. 

Oh, I was thinking of the Land Banks. 

Federal Land B8 nks . 

The answer to your question is "Yes". 

All of them, in otbr 110rds? 

The whole works . 

Nothing in the market but Treasuries . 

Well, I think that certainly simplifies 
your problem. It ought to simplify the 
market problem tremendously. 

Oh, sure. 

rell, if you just put out the six hundred 

It is only going to be five hundred . 

Yes . I see . You would pay in cash the 
United States Housing and give the rights 
for the RFC and the other . That would 
be a pleasant surprise to the market. 

If you give them the rights? 

Yes. 

1 t would now. 

They have --
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Nobody knows how 1 have thought . I have 
kept it very quiet because I didn' t want 
to get it out and have them run the rights 
up on me, and then have them say - I ~ould 
be right back where I was . 

Well, of course you will be if you give them 
the rights . 

Well, not if we price this thing fairly close . 
They have had no warning. I can give them 
some warning nert time. And New York says 
only give them the ri~ht to convert half. 
1 think if yo~ are go1ng to do it, do it all 
or nothin~. lnat is the way I feel. Half 
won't sat1sfy t hem. 

Well, if you give it all you can price it very 
close, and it comes out not too badly. 

That is right. 

\'/ell , you could give it all and price it closely 
or give half and not price it so closely. 

I am afraid pricing close will e;i ve you a 
thrill. It would give me one, pricing it 
close (laughter) . 

Well, a five year issue wouldn't. I wouldn 't 
worry on a five year. 

Well, Marriner, take a look at what we are 
basing t he price on. 

Did you see Murphy and George squirm in their 
seats? 

You Sluirm on one per cent, four and a half 
years? 

It is apt to be close. 1 wouldn't have any 
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doubt about it going over but the top of 
ou.r range of premium is twenty- three, and 
you couldn' t go above that, and you have the 
result of it finally coming out better than 
their fondest expectations were a week ago. 

Yes, originally. 

How do you mean? 

Well, one, due ~n ~ch 15, '46, we figure 
will sell at a range of eighteen to twenty­
three . I think there is two thirds - all the 
chances are it will fall within that range. 
It might go up to twenty- six or seven. Now, 
the premium is only eighteen at the peak, 
when they expe ct a guarantee, ao the result 
is that your rights crash to nothing, they 
come up part way, th~dribble off, t hen they 
go way up, yet you shave that coupon to seven 
eighths end none of us would sleep . 

~bo is suggesting seven eighths? 

Well , no one, except that the one , you see -
there is no - -

You mean you will have a restless night at 
one? And at seven eighths you won't sleep 
at all? 

That is right. 

Well, no, as I get his point, it is that 
seven eighths is too close and one is too 
much of a premium. 

That is right. 

Oh, one is too much? 
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Yes, t he chances are it will be too much, 
I wouldn' t have any doubt about it going. 

It would gi ve you twenty- five t hirty-seconds, 
he says, which is higher than they have 
ever been. 

That is , it could be . 

Oh. How about June? 

Well , it wouldn't make a lot of differ­
ence, Mr . Secretary. 

How about June? 

W~ll , I am a little disturbed on account of 
my friend Piser down here saying that we 
need a one and an eighth for Uarch. Now, 
we go out to June Td th a one and I think 
i t will go, that is what I think. 

I t i s a mat t er of mathematics. 

Well, it is judgment, Mr• Secretary. 

It is judgment and - -
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You can't get it--

There is a hole in the market in that area. 
You see, we haven't got taxable notes out . 
We have on!¥ got these oouile of issues out, 
and they are not very popu ar at that. 

We are just guessing. 

Piser thinks - how much l eeway would there 
be on a March 15? 

On a one percent? 

Yes . 

Well, I would price it about par. 

Gee whiz! 

I am out on a limb. Nobody agrees with me . 

If you are right and I did lt, we both would 
be. How about New York? 

They agree more with Henry Murp~. 

Ja. Secretary, I want to tell you that in 
l!arch ' 46 there are four hundred eighty-nine 
million dollars of bonds, high coupon bonds, 
that are callable, and in June there are two 
issues , ag~egating one billion eight hundred 
fifty milhon. 

Well, but you didn't say that three - it is 
only four hundred eighty-nine million? 

I said four eighty-nine , yes . 

Oh, did he? 

Yes • 

•• a w --
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Now, 111&1be--

That is another reason--

Another five hundred million on that would 
be nine hundred . 

'l'h.at is another reason for not making it 8.111 
bigger. That wouldn't bother me, would it 
you? 

What is that? 

That four hundred eighty-nine million could 
be called - there is a '46 - '56, three and 
three quarters, four hundred eighty-nine 
million, to be called on ),(Arch 15. 

March 15, when? 

'46. 

Oh, I wouldn't worry about that. 

But you have got to assume t hat they will be 
called and therefore that is a maturity date . 

Yes, but I mean it is an option. You are 
not compelled to--

It is a high coupon. 

Well, I wouldn't worry. You have drawn it to 
my attention. I won't be here . 

You won't be here, I suppose that is the 
answer. (Laughter) 

You have got so many other problems in the 
meantime--

Let me just switch the conversation for one 

• 
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minute, if I may. Supposing- this is what 
I want. Supposing Congress says to me, 
'"Nell, we don't want you to do it"? 

IVell, gosh, I am--

Am I going to fly in the face of Congress? 

Not as long as you have taken it up with 
them. 

What it would be, it would be Barkley and-­

I think George will be all ri~t. 

It would be those fellows that don't know 
anythin1 about the problem, that is the 
trouble . 

Well, Walter George is the chairman. He 
isn' t here , that is another thing. They 
are trying to get him on the phone . 

Where is he? 

They are trying to call him on the phone . 

You shouldn't have a bit of trouble with 
George, I wouldn' t think . 

44 

Listen, how does Jesse feel about this? 

Jesse is all right, because I told Jesse 
that I would charge him one percent for money 
that he gets as long as our rate stays at 
around t wo and a half, but as the public 
debt goes up, his rate will go up accord­
ingly. You see? 

That is one percent for five years. I mean, 
that is about t he--
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He first said, "Well, you can charge me 
whatever the five-year rate is," so I said, 
"No, I think what would be fair is if we 
charge you one percent and then have i t ­
key to the general public debt - if ,that 
goes up, we will up you a little bit ." 
So he said, "That ls entire1r fair, and I 
will go along with you . • See? 

Well, I was thinking if Jesse feels all 
right about it- -

Isn't that what he said? 

Yes, that is what he said. 

Oh, yes, I called him first . 

That you wouldn't have any trouble on the 
Hill. He could maybe help you on that. If, 
on the other hand, he didn't--

Oh, no. Before I made m;y announcement, I 
talked to him, and the way he put it, he 
was in a very Jesse Jones-like manner. He 
said, "I will recolliiJiend to m::r bo;ya that thq 
accept it.• (Laughter) 

(Kr. Hadle;y entered the conference . ) 

Did you laugh? 

Yes. 

What Jesse wants is the one percent . He 
doesn't care how he gets it . 

So I announced in my press conference that 
Mr. Jones was sympathetic to this, and he 
has been perfectly h~ppy about it . 

Mr. Rouse said that the yield on a March 15, 
'46, might run all the way fl'om eighty up to 
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one hundred, and he noul d split the 
difference at ninety just as a rough guess, 
11hich would mean one percent at about par 
14 or one and an eighth percent at 101 . 

Don' t eive me one and an eight h . Whn.t would 
be--

About par 14. I t mir,ht run hi Gher. 

But he puts it at a low of 14 and our bo;rs 
put it at a low of 18 . 

I have a lor. of 18 • 

'Jell--

You have a high, L~rphy of-­

Tifenty-three . 

And a low of what? 

Eighteen. 

And Rouse is as lo1v as for ty? 

Yes . lie says it Lli -;ht ~o much - the yield 
might eo lower and the price might r un up 
qui te a bit, but that is a ~ood ~ess right 
at the mo:nen t . 

'.'Jell, the top of his range, you s a·j, is one 
percent, which is only par ? 

Yes . \{ell, he says that i s the two outside 
possibilities . 

Way out side . 

'.'/ell, I t hink that •:hen rte ;:et t hrough here , 
these felloc·;s ou-ht to Get together and -et 
Rouse on the 11ire , dor. ' t you think so? 
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And kind of see where the difference is. It 
is judgment, I suppose . They have nothing 
to measure it with. Of course , they are 
trying to judge t he market, aren't t hey, 
Piser ? 

That is what makes it difficult to price i t 
close and be sure aft er you have done it. 

crould you think a one percent, one and a 
half years is close? 

?:en , sometimes, Mr . Secr etary, we have 
points ri~ht on each side, and you have a 
great deai of confidence. You can say it 
Tiill be within a few thirty-seconds . This 
one, there is too much judgment in it . Our 
bench marks are not certain. 

Well, how much off could I be as a low? 

Rouse says it might even go at par, but I 
don't think they will be that much off. 

He says t hat i s the statistical outside, 
but he says par fourteen would be a good 
figure . 

I wouldn't per sonally worry at a one per­
cent four and a half year issue . 

I woul dn ' t either. 

I wouldn ' t worry about it . 

Especially when it is all conversi on. 

I wouldn't worry, but what if it turns out 
and they have quite a larce premium? That 
is the worst that can happen. 

Yes, but I mean that is giving then, of course, 

. ... 
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more than they expect . 

That i s r ii;:ht, that is the v:orst t hey can have 
on thc.t t hm-;. 

But I t hink you havo cot to take that chance . 
I don' t t hink you have got a po ss ibili~t of 
dealin~ any more accurately - say par t o 
ei ,_;ht een- thi rt:r seconds . Horr can you eet 
any cl oser than that? 

It is like the other da;y. ':/e were talking, 
and I didn't have tine to explain it to the 
?resident , and I just sent the t hine over 
col O. to him. .'ie 11ent out fifteen years 
be{ond the last issue and the thin~ sold at 
a nundr ed and three . .fe ll , it rni ~ht just 
as nell have sold at par . He said, "'.'/ell, 
ho11 di d it :;o to a hundred?" I said, '".Vell, 
L!r . President , I would a da.rnn sizht rat her 
sit her e and have i t at a hunC.red and three 
then ninety- seven. " .'lo went out fift een 
year s . I mean, how can ;ou euess it? You 
don ' t know. They :>it here and tell you 
they are ~oin: to buy it and so forth and 
so on. Ir you had told me a year ago that 
these !'ellows rrould buy a thirty-one year 
two and a half percent bonn, I wouldn 't 
have believed it . They woul dn't have a year 
a~, either . 

ilo, they r1ouldn ' t have a year a:;o. But of 
course thei r accumulation of fun~s is such 
now that t here is no other pl ace t o put them. 

Say, this is a nice thin~ for banker s, four 
and a half year, one per cent . 

Oh , the banks would be por fectly sati sfi ed 
with it , because--

•::ith no cash offer . 
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Would it be stressing it too much to put it 
September 26? 

The way these fellows talk, yes, sir. I 
would keep it right at Uaroh. 

49 

Mr. Secretary, if you announced today that 
you are going to allow exchange privileges 
and allow Bob Rouse to talk to the market on 
the basis of three to five years, tomorrow 
morning you can say whAt you ought to price 
it at . 

I can't do that, Dan. I can't say a word 
until I get word from the Hill. They will 
read it and they will say, ~{fuat is Uorgen­
t hau asking our advice for?" 

No, I mean you don't have to announce 
whether it will be a Treasury or a guaranteed 
issue . 

Oh! 

(The Secretary held an unrecorded telephone 
conversation with Mr. Sullivan.) 

So Doughten is playing along. What does 
that mean? 

Making a concession. (Laughter) 

That sounds pretty good. You have got the 
Houae clear, and certainly there are a lot 
of peovle in the Senate that would l ike to 
see th1s. Byrd and--

Dan, supposing I announce there are going to 
be rights. That doesn't help us any, does 
it? 

They would go up right awey. 
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Well, you would want that. 

Sure, that is all right . 

That would give you an indicat ion of how to 
price this, how it would go . 

But it wouldn 't if they don ' t know whether 
they are ~oing to convert into a Treasury 
issue or 1nto a guaranteed issue. 

Well, t here is very little difference in a 
Treasury and a guaranteed. 

There is quite a bit i n that area. It would 
be quite a bit on the basis of rat es. 

How much? 

Well, if they were going to get n five-year 
Treasury note or a five-year guaranteed i~sue , 
it woul d be more attractive on the basis of 
a Treasury note to some than it would be if 
it was a guaranteed issue. I think it would 
be better to get some indication of what 
rates they would put on an issue without 
giving them a leak on what you are going to 
do. 

The f irst question, of oourse, they are go­
ing to ask, Bob Rouse will say, ~ell, are 
we goi.ng to get rights?" 

Well, I have kept ~mouth shut . I th.ink it 
is much better to be able to say, "Now, 
gentlemen, on Thursd.ay we are go.ing to give 
you the right to convert into a Tr easury 
.issue or into another guaranteed," give them 
a clean- cut statement . The market will 
adjust itself quickly. 

You ought to get this thing cleared. If you 
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can get hold of George, then you will be 
able to get Barkley later. 

I will call Barkley myself. 

If you get George and Barkley, I. wouldn't 
care whether I got anybody el se or not • . 

Well, Vandenberg is· already--

Oh, Vandenberg is--

He is enthusiastic about it. 

He won't count so muoh. 

51. 

Well, he will when I come up to get the debt 
increased. 

He is on the Finance Committee . 

But he is for it. 

But if you get Barkley - I wouldn' t worry 
about going up before the Finance Co~ttee 
to get the debt increased, There is nothing 
they can do . There is goin~ to be no problem 
on that score. The main thing is, it would 
seem to me, to get leaders like Barkley and 
George so the. t they can' t say tba t you did 
this without talking to the leaders, but if 
you can talk to Barkley and George , I would 
go ahead and announce it . I wouldn 't wait 
to get anybody else unless you could get 
t hem with comparative ease . If you got 
those two, then why wait about seeing any­
body else? You have eot the chairman of the 
committee, and you have got the leader. 

Oh, if I have Barkley and George , I am not 
~aiting for anybody else. 
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You wouldn't get anybody el se at all? 

No, because I have got the Speaker and I 
have got McCormack and I have got Doughten. 

Well, don't you think you are going to be 
able to get those fellows before this after­
noon? 

Oh, yes. 

~ell, then, you can announce it. 

Then you could announce it. It 11ould be 
a straight Treasury issue , and they ~ould get 
ribhts, you could announce that . 

And they would get r ights, and it is going 
to be a note . 

Then your problem is simplified, I t hink. 

Sure . Then tomorrow you can price it . 

And you are all ricrht about the four and a 
half or in that t erritory? 

I t hink a four-and-a-half year is all right . 
I ~ouldn ' t be afraid of the short bond, but 
if you were uoing to get more than the six 
hund.red - fo~ instance, if you were going 
t o get four hundred million new money to 
finance the RFC to the end of the year , I 
woul d t hi nk that short bond would be a good 
thing to put out. 

It ~aay be tomorrow when 1ve get this settled 
down in the market s, you can put out your 
one percent September. 

T'nat is right . 

&OS 
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You will get ten or twelve thirty- seconds 
and it wil l be just right. It sells at par, 
doesn 't it? 

Practically. 

It has been a l ittle unpopular. 

Keep the bills off the rest of the year, 
more or less indefinitely, another fifty 
million. 

The Secretary hasn't announced any policy 
on the bills, but assumed in our cash esti­
mate that they nill go right throue~ the 
cycle of thirteen weeks. 

At least a hundred and fifty a week. 

To the end of the thirteen 11ecks . ':{e will 
have to go there in order to get us our 
money back that we lose. 

·!lhat I was asking was, that the fifty mil­
lion bills, you would continue to put them 
out for how long, the thirteen-week period? 

53 

Oh, yes , but I might increase them. I mi ght 
go to two hundred. 

:vnen we get to the end of Jlovamber we mtJ:1 
be short of cash and ruy have to increase it to 
two hundred. 

You could do that very easily because you 
have got all the flexibility in the world in 
that bill market . You can pay them off .if 
you fuid that you are financing into a long 
term field, depending upon what future 
developed in that field. 

That is the ~of the thing. Unless you 

-. -..... ,....,. • 
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fellows have same st rong feeling, I would 
like to keep thh to a straight retlmding. 

I don't haTe anr at all. 

Pher'l 

No. 

It akea it soh slapler. For inetance, . 
auppoling 70u edded two hundred fifcy 
lliWon or two hlmdrecl llillion in caah. 
You W'Oillcl get the whole thing--

! woulcln't clo that. It I waa going to get 
lUll' cash on the thing, I would make this 
a billion dollu haue. 

That I don't want. 

54 

Si:r hundred million of it would - five 
h1111dred would be refunded, a hundred would 
be rid ott and TOU would han four hundred 
C&l which Would finance 70U1' arC to the 
end ot · the year. The onl.T thought of the 
tour lumdred llillion caah plus the hundred 
llillion cash for Hlunding was to ti!Wlce 
the arc to the end of the 7ear. I don't 
think thel'l would be I.D1 queatio.n about 
bein2 able to sell the issue, but I dOn't 
thlni it is t.portant at all. 

lll'. S.oret&J'7, what would JOU think of put­
tlag out an &clditional issue with the Maroh 
19tl aotes'l 

'l'h&t 11 wh&t ·Sproul e&id in New York. 

I oan tell TOU the reason I don't do it. 
I would be glad to han/ou peo]lle know 
1t. I think I haTe sai it oerore, but I 
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aa not IUI'e. I would lllte TilT mch 
not to eell ezq 1101'1 heun 'IID.der tOUl" 
or tin 7eu1, Uld I will tell 7011 w!q'. 
Ju1t &I IUI'e u I aa littillg heH, there 
will oaae a period in the next two or thl'le 
{ears where we will be e1 tt!.ng and sqlng, 

Do ;rou thlnlt we om go u long u eighteen 
aonth1?• 

Now, theretore, I would like to get rq 
1111111 out to tOUl" or the 71&1'1 mel keep 
pulhiDg thea out 10 the inehoH stutt will 
be tree tor the dQ' when we get sou bad 
D.IWI, whioh We will get, fOU Ill . 

ot OOU1"11, fOU han got fOUl" bill IIU'ket 
7ou would have--

See? We have had it betore. We have 
talked, "Do :rou think we em fO as long as 
eighteen ·months or two :rears? That is whf. 

Well, I don' t believe ;rou are riibt, but I 
think that under a W&P economr, It that h 
po1dble, then I think we have tailed to 
ocapletel;r oontrol the aoner .. rket to the 
ertent that n em ud ehould, t o the extent 
that ""'·other oounti'J' 11 doing it. I •u, 
that is tne ~ I teel. 

Well, llal"l"iner, I hope md prq I aa WJ'OIIg, 
but no one ou oritioiae ae tor not 1ell1Dg 
~ 110re hau11 that tall due in t he next 
tJUoee or toUl" :rear1 md keep that open 
11iln1t the daT where we will have to use 
H. .lttll" all, ;rou m d I have' been here 
going on OUI" ninth ;real"', and I think it 
11.&1 hafpened three or tour times that n 
oouldn t sell an;rthing longer th&D. a couple 
ot 7ears. 
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Well, you have got a different situation. 
Now--

But it did happen, llarriner. 

56 

I t happened twice . It was in ' 34 when I was 
in Treasurf here, September . 134--

Well, you weren' t here with me in November ' 33-­

No, that is right . 

••• when I sold eleven months issues and that 
was as long as I could go. Wasn't it eleven 
months? 

Yes. Eleven and thirteen months. 

The Federal was being pretty well handled by -
I mean New York was liandling the open market 
committee pretty largely. No", you have got 
a very different situation. 

True, but,Uarr inerA the worst that you or 
Piser can say is, NY God, Yorgenthau is 
seeing things under the bed. • Well, all 
r ight . 

We mar come to another scheme . 

I wanted to explain to Piser exactly how I 
felt . I am not advertising it, that Korgen­
thau sees gloom ahead, but I just would like 
to keep - not place more than a three-or four­
year per iod. 

I think we have got to think about this, too, 
in the planning of tuture f i nancing, and that 
is that the Federal and the Treasury have got 
powers to control the situation, and if they 
haven' t got them they had better get them. 
In the situation that you are going into you 
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just cannot leave youreelt in the money thing 
a.rJ¥ more than rou can in your defense effort 
subject entire~ to a private market interest . 
That is the W&J I look at it, and in atua,­
ing what has happened enl')"'fhere else, the 
market ia prettr well controlled. 

George ia in Vienna, Georgia. 

I thought he waa froa Atlanta. I never heard 
of Vienna. It must be a suburb out of 
Atlanta. Didn ' t he practice law - didn't he 
have a law office in Atlanta? 

I don' t know. 

' I think ao. 

Well, I feel this war. I will work on this 
all day, but I wish you people would think 
about it , see . Could I get you today? 

Yea, I w~ll be over there . 

Supposing I oall up 11J 1 IUl and Rouse now and 
talk t o them. 

Have you talked to Sproul or Rouse at all. 
Piaer? 

No, I haven't. 

Let me t alk to them while you are here . 

Rouse wasn' t in. 

In a market that is decliDing due to some 
adjustment you mAl favor, o~oourae you 
can 1 t sell and don 1 t want to Hll a long 
iaaue or enn an intel'llediate ~11111. !011 
want to use - it you have tt.aqebg to d~ 

.. .. 
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7ou want to ao lhort flzwlolDL:V: it 11 
pi'Oper, of oovae, that JOU 1 cbal'~ 
aliT Cl'iod of adjuat.nt, ITO tbaqh 1t 
~. 1 an adjuataent that JOU faYor. Ptollle 
will not bv.T loug i11u11 or ITO 1.Jlte...ai­
ate lenu ln a arktt that 1e •khg ._. 
adjuataent, enn though 1 t ~ be a pNttJ .. u adjuataent. 'lhe long iuuu aell 
alftTI0 of oovae, IDd the 1Dtel'lle41ate iiiUIIo 
when a •rket 11 riling and h lhowiug great 
strength, aD4 we han been in that zone now 
!or a long period. 

That arguaent po1Dh up where? 

Well, it po1Dta up to the po1Dt that :rou 
ude, that it 1a a good th1Dg to han a 
opening tor a abort financing. I didn't 
W&Dt :rou to get - you alght han gotten the 
illlpre11ion !r011 what I said here that we 
are going to haTe no period in which the 
bond •rket would do other tha atq where 
it 11 or go up. 

• (Telephone connreation with lfr. Sproul and > 
Jfr. Bou11 follows:) 

(TeltphODI coDYeraatian with SeDBtor George 
follow•:) 
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8l4Jr: 

Robert 
Rouae: 

Bl4Jr : 

R: 

I!MJr : 

R: 

IDIJr: 

R: 

IIMJr: 

R: 

HM.Jr : 

R: 

IIMJr: 

R: 

I!MJr : 

Ootot~er n, 1,_1 
10t-7 a.a. 

You're on ., lou4epeaker, an4 'bea14 .. ., own 
people, 1111'. loolea an4 1111'. P1aer are here. 

Yeah. 

'l'b1e 1a - we eUll ba9en1 t &Ot the o1earanoe 
troa Consre•• to s o ahea4 W1tb thle, 7011 eee, 
'but I'a t1'7111& 4upezoatel7 to set 1t to4a)'. 

!bat 1• to • • •• • 

'l'o .. u 'l'reaeUJ'7 1uu ... 

'l'o take the plaoe of all suazoantee4 1uu ... 

~t'e rlght. But we ba9e - we 19e obarect 
1 t W1 th the Rou .. , 'but we 191 - Senator Oeorc• 
1e out ot town an4 I'• tl'J1ng to s•t h1a. 

Yeah. 

'l'hh h the wa;y I loolr. at 1t, en4 I thlnlr. -
1t Mr. l:ool .. ooul4 no4 hh hea4 or not - I 
thlnlr. he'• pel'feotl)' happf about what I'• 
so1ng to .. 7. It not, he oen set on the W1re 
an4 tallr. to )'ou h1aeelf. 

58 

We're th1nlr.1ng ot a t1n 1Nn4l'e4 a1lllon 'l'r .. •IU'7 
t~~~ran4 a halt 7 .. r note - one per oent - an4 &191111 
thaa, the pre .. nt hol4ere of 1U'C an4 "-41t1 
Cre41 t, full r1pte. 

Yuh. 

~t 1 e the ¥a1 I etan4 r1pt now, an4 Mr. Eoolu 
baa a polr.er taoe, I 40n' t lr.now how he teele. 

Aey oeeh' 

No oaeh. 

No oeeh at all. 

No. 
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HMJr: 
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R: 

HMJr: 

R: 
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I Well, there e no queetion about your ability 
to do that. It would be a oinoh. It will 
lea•• the market unoertain ae to what i e going 
to be the t'1nal -pol1oy on righte, ot oouree, 
and I . th1nk 1t1 a desirable that that unoertainty 
be oleared up aa eoon ae poeeible. 

Well, I don ' t know whether I can eatiat y th .. 
right away. 

No, 

But I certainly would within the next week or 
eo 'lben I r eally bad t1•e to - well , to go into 
it more tully. 

Well , I ' m- I waa really talking 1n teraa ot 
the next week or eo rather than tod&J, 1t you 
were going to do th1e today. 

Well, we wouldn't do th1e now until Thureday 
morning. 

No. 

You s~e? We'd announce this retunding Thureday 
morning. 

Yeah. 

But ae to the tuture policy - well , I want to 
talk to you people, I want to talk to the 
Board, I want to talk to 11:1 own people. 

Yeah. 

And I Just don't know. 

Well, in the absence of any deoia1on on righta, 
th1e ieeue looke good to ••· 

It looke all r ight? 

Yee. 

And I don't want- I'•• been Yery trank here. 
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R: 

RKJr : 

R: 

KNJr: 

R: 

RMJr: 

R: 
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HMJr: 

Operator : 

lllCJr: 

8: 
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I 4oll1
' ... , ~ ••• tbeee feUowa 117 ~t -

1 Cil, ..., lloel lloi'IIDtbau ba'fl ~ clo thla ~ 
uet Be 801114 M'fl ll'fiD 111 a ll,Ue not1oe, 1 

aA4 10 tOI'tb. AD4 •• tar aa •nq 11 oonoll'llo4, 
011' ot poolte,, the fri&IIII'J - I 4oft'' thlolt .u 
1'1'1&11117 WUl bl ou' of pooltet a Dlokll; but I 
clo thlllk ,. .t.P.' ll&'fl a 0011p].o of IOi'l apota, 
an4 I Juet don t want ~ c1o .Ut. 

Well, ln ., 41aouel1one here, I 10t the lllpreellon 
t.bat 1t 7011 ou' ~ ott now, abai'Pl7, u oerta1Jll7 
wo1114 ll&'fe -. eore IPDtl. It 7011 p'te taa. 
partlal aeballp 111'1•11•• now aD4 1n4101t1on 
ella' the1 were IOlDC ~ be 011t ott ln the tllture, 
theJ 1t11l wo1114n1 t obeU' abo11t u, but the;r 14 
llll4el'ean4 u an4 u 1101114 be a wonable plan. 

Well, ,. th1llk th1.: O'fll', 1t )'011 P'fl taa. b8lf 
tbo rlp,l, l''a DIUilw fllh DOl' fod. , 

Well, 1t 1 e a tore of noUoe wtUob baa eo•• 
teetb ln 1 t,... and allowe tbla ~ l'l&dJuat thelr 
poaltlon lf tbat 11 neOIII&I'7 on tbe 1aae41atel;r 
UWI'lDC laiiUoe. 

WeU, I oould do tbat wUhln a week or ten da;ra. 

Yea, 7011 oould. 

low, I'• no'- tbe:r oan1 t ea:r I'• wobbu.nc, 
bloauee I ba'fen1 t aald an;rthlnc about rlebta. 

lo, :rou 11114 7011 were atu4:rlna .U probl•. 

BeUo. 

ree. 

I l!.a•e a loft1-41atanoe 0111. 

'feU tbea to wl t. All l'lp,, 10 ahead. 

Rallo. 

rou•u l!.a•• - I'"' 10' Walter Geol'le. Would 
:rou end ., ~~~~ to h1a a ••en'' 

Jo' a blt. 
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Operator : 

!OIJr: 

Operator: 

Oo ahead. 

Hello. Bello. 

• 

Ootober 21 , 1941 
10:53 a.m. 

Hello, Senator Georse. Hello, Senator Georse. 
Operator, put me ••••• 

Operator 12: D1eoonneotion. 

Operator : 

!OIJr: 

Operator: 

fD.!Jr : 

Operator: 

!OIJr: 

Operator: 

!OIJr: 

Operator: 

BltJr: 

Operator: 

Walter 
Georae: 

BMJr: 

G: 

l!liJr: 

G: 

' 

Oh, I'• eorrr. She M1t we were out ott. 

Oh. 

Do 1ou want to fin1eb With the other oon­
YerMt1on' 

Well no. I'll keep th11 open f or Walter 
Georse. 

All right. 

You'd better keep thit open. 

Right. 

I think I'•• fin1ehed on the other llllrva1· 
Tell them I 'll oall thea back a little later. 

All right. 

BaYe 10u got Walter Oeora•' 

I '11 trJ again. I bad h1a on there. We were 
out ott right awa1. 

r ... 

Walter Georse' 

r ... 

I bope I d1dn 1 t d1eturb 70u. 

Not at all, Beftr1. Bow are 10u' 

/ 
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I'• tine. How are things down i n that nice 
stat e of youre? 

Well, it's rather quiet. 

Good. 

Getting along very nioely. 

'lial ter, the reason t or my calli ng you 1e th1e. 
Last week I eent up a sort of a t rial balloon 
to see nov the people would feel if from nov 
on ve only borrowed in the name of the 'l'rea eury 
and d1dn' t born:w any more in the name of eome 
ot these other agenoiee like the RrC and Commodity 
Cr~t and Home Owner' s Loan. 

Yes. 

My trouble is this. The way i t is now, tor 
instance, I ' ve got to borrow- do something 
seriously. I've got two issues coming due, 
and they keep comi ng due all the time; and with 
thie tremendous financing I 've got t o do, I ' d 
l ike t o be i n a position where I only borrow 
tor the Treasury. 

Yes. 

Now, it I only borrow tor the Treasury, I can 
do i t cheaper, and I'd only have to go to the 
market about every other month. Nov, the die­
advantage I want t o point out t o you ie, that 
over a oeriod of tour or five years, I would 
inoreaee the debt by about seven bi lli on dollar s 
ot the Treasury. 

Yes. 

And that would mean that I 'd have t o oome up 
a littl e bit eooner to get the debt increased. 

Yea. 

But with this war comi ng on, I ' m t r ying to finance 
ae vall and ae cheaply ae I can; and ever ybodJ 

-...... "'"·~ ~·- . 7 - - ...... ·- .... 
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IIMJr: 

G: 

BMJr : 
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IIMJr: 

G: 

BMJr : 

G: 

RICJr: 

G: 

IIMJr: 

0: 

IIMJr: 

• 
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in the 'h'eaii.U'J and in the Pederal R1eerY1, 
teele that ve oould 4o U better it VI onl.7 
were bori'OVins tor the TI' .. IIU'J an4 for bobo4,r 
1111. low, J1111 Jon11 i1 entil'll7 lltiefied 
to h&YI •• 4o h11 boi'I'Ov1na and lend u to hi• 
in ti•l, JOU 111. 

~ ... 
Jlov, I 1Ye ollared U With t ile people in the 
Boun - 1\'ll')'bodf' 1 - the ltpeakll' and ICoCoNaok 
and Douellton - thiJ'r• all .. uetied to ban •• 
4o thil. But I 414n't want to 1101'1 Without 
taliing to JOU. 

lfell, lleDI')', it loolr.e to •• lUte 1t1 1 a ¥111 
plan. 

Yee. 

I .. v JOUI' etate .. nt laet veek - I und1r1tood 
eo•ething about it. 

Y1e. 

And eo far •• I oan 111, 1t 1e a Viii plan, and 
I'd be \'II')' glad t o eupport 10u in it. 

lfell, that wl.ll.d be 'I'll')' kind. • ov, ooul.d I 
quote JOU to that extent t o Senator Bal'klqt 

Yee, 10u Mf· 

lfell, thank JOU 10 .Uoh. 

I'• ·ooung on baolt to.al'l'ov, &n1VA1· I 11'1 got 
to ''' baolt gp tohll'l beoauee eo•• ot thell thine• 
&1'1 ooaing up and I want to be thlrl vllen th11 
happen. 

Well, I vae 1;rJing to cet ••••• 

Rov'• th&U 

I vae ti'Tlng t o &It a 10rt ot a bl111ing toda¥ 
tl'o. JOU and Senator llal'kl11 if I oould, JOU 

•••• 

• 
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0: 
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You can quote •• t o - Juat a a I stated. It 
aeeme t o •• 1t' • w1ae, and I'll be ••r1 bappJ 
t o eupport J OU 1n t hat progr&lll. 

Well , thank JOU e•er eo •uoh. 

All right, Henr)' . 

'l'banlt J OU. 

All right, ai r. 

Oood- b7e. 

Oood-b7•· 
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Bell: 

H.J.!.Jr : 

Eccles: 

H.ll.Jr: 

Eccles: 

H.ii.Jr: 

Eccles: 

H.ll. Jr: 

- 31 -

There waa no trouble there. He apparentq 
was adTiaed. He waa faaillar with it. He 
had read about it. 

He had read the statement. 

66 

I don't know whether I waa -rt or duiab. I 
said it first in the paper, and then went to 
him, but I had a reaaon for doing it . I 
wanted to crack down on those damn rights when 
I did it. 

Well, there ia thie thing. By going in the 
paper you found out what the market reaction 
was, and it aeemed to me it is so favorable 
it made it easier for the Senators to approve. 

Morris, step outside and tell Dick Patterson 
I am going into another meeting at eleven, 
and I will step out and shake hands with him 
if he will be a little patient . He is chair­
man from New York of the Defense Savings Staff. 

He used to be Assistant Secretary of Com-
merce. 

Excuse me. 

You said you didn't know whether you were 
smart or duab in announcing the thing first . 
I think it •s the smart thing to do because 
it made it easier to get the approval of 
these people on the Hill when they found 
out that the market acted favorably than 
would have been the oase if they hadn' t 
knowa how the market would react . 

I did it a little differently. Usually I 
ask them first and then go to the press 
afterward. 
(llr • . Sullivan entere.d the conference.) 
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Sullivan: 
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3ell : 
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Senator Gl ass was not in and they called 
his home and he is not coming in tod~ . 

'.'/ell , I would foreet about him. 

68 

Now, you recall that Speaker Rayburn and 
John UcCormack were entirely in favor of it ; 
so , too, 11as Senator McNary. Senator l.:ciiary 
r1as to talk with some of his men and report 
to Senator Barkley today. I was to hear 
from Senator Berkley after he had seen 
Senato: George. Senator Barkley appeared 
to be 1n favor of it, but 11anted time to 
talk it over with the others. 

7fell, whJ don't I leave a call for Barkley 
mysel f as lon& as I spoke to c~orge? 

I think that would be well, because I told 
him we had unti l Thursday, you see . I 
didn' t know about this meeting today. For 
the record, Senator Vandenberg had already 
whole-heartedly indorsed this • 

."iell, !.:arriner, as soon as I get to Barkley, 
then I will get to the President . 

Dan, ~ive me a little meoo along these lines 
for the President in case he questions me, 
how long it will take before this t~ng--

Sure . 

Supposins he asb me the question, '";/ell, 
Henry, at this rate , hov1 much sooner would 
you have to get the debt increased? ·::ould 
you do it right away?" 

Yes. 

I think we are all ri~t for the moment . 
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Roswell 
MBg1ll: 

HMJr: 

H: 

HMJr: 

!(: 

f!MJr: 

M: 

HMJr: 

H: 

HMJr: 

~·. 

HMJr: 

M: 

HMJr : 

Henry? 

Yes. 

• 

October 21, 1941 
11:05 a.m. 

How are you? Th.1s ie Roewell Magill. 

I 'm all r.1ght. How are you? 

Oh, much the eame. Did you get my letter? 

No. 

Well , I talked t o J ohn Sullivan yesterday. 
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He a sked me to come down, ae I take it you 
ltnow, and I merely wae oall.1ng on your bebelt. 

Yee. 

And I wrote you laet night al ong these linea , 
that I can't very well come tomorrow because 
I've got olasaes here. 

Yee. 

This eye busineee ot mi ne ie still persist i ng, 
eo that I'm really greatly handicapped i n my 
work. 

Oh. 

I can 1 t read dur ing the day to amount to any­
th.1ng. 

Oh, I'm sorry. 

Now, so that it it 's - I wouldn 't want to 
undertake t o come down there and stay any 
length ot time simply beoauee it's- I'm 
having too much d1tt1culty 1n carrying my 
ordinary work, i t you tollow me. 

Well , then, why not let it go over until next -
next week. Would next week be any better ? 

Regraded Unclassified



M: 

HMJr: 

M: 

IIMJr: 

H: 

!O!Jr: 

M: 

HHJr : 

M: 

liMJr: 

V.: 
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The - vall, ~ ola81 h here regul&rl7 
KoncSa7, Tue1cSa7, and We4neadaJ. Row, 'llba t 
I would aa7 1e th1e. It I oould ooae 4own 
and give you &DJ help on a day or two, Wh7 
I would be veey glad to do it. 

No. 

?0 

You know that. I'a anxious to do what I oan. 

Well, a day or two right nov wouldn't help 
auoh. It might a little later. 

Yeah. Well, I don't think I ought to undar­
take auoh more than that, Henry. 

Well, wbJ not g1Ye ue a day or twot 

That I'd be glad to do. 

What day oould you ooae? 

Well, moat - whatever you eay. 

Thuredayt 

I can come Thursday, if you'd li.ke. 

Good. 

Of this week. 

That'll be fine. 

All right. Well , I'll be down there 'l'bure4ay. 

Thank you. 

I wieh you'd make What uee of ae you can. 
I'm sorry I'm not available tor a longer time, 
but you eee how it ie. 

All right. 

Thank a "eey much. 

Thank you. 

Good-bye. 
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'1\lllY: 

HMJr: 

T: 

!DIJr: 

T: 

J&.Jr: 

T: 

Hl~Jr: 

T: . 

HMJr: 

T: 

liMJr : 

T: 

Hello. 

lCee. 

Mr. Seoretaryt 

lCee. 

Ootober 21, l~l 
1:18 )) ••• 

Okay on your propoeal. 

Listen, I etill ••1 that rou 1re wasted over 
there. 

(Laughs) 

All right. 

All right , sir. 

Ever eo muon obliged. 

lCou 1 re welcome. 

Good-bye. 

Good-bJe. 
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HMJr: 

J e&Be 
Jones: 

ll)(Jr: 

J : 

!!MJr : 

J: 

HMJr: 

J : 

Rl!Jr : 

J: 

Rl!Jr : 

J: 

HMJr : 

J: 

HMJr: 

J: 

HMJr: 

• 

Hello. Jeue? 

Yeah. 

October 21,· 19~1 
2:~5 p.m. 

72 

We're all eet to go on thie tinancing. I 
sounded out the leaders in the Senate and 
the Houee ae to iesu1ng Treaeury obligations 
and gradually pulling your etutt in and 
the other boye, and I've cleared it with the 
Preeident. Hello. 

Yeah. 

So I tll.1nk vbat we'll do TburedaJ 1e, we'll 
otter tive hundred a1ll1on ot Treaeury notee 
and give the RJ'C and' the co .. od1ty Credit 
tellowe a chance to convert into tll.1e, you eeet 

Yeah. 

We're going to give them the rights. 

Yeah. 

And I ' ll eell eometbing between a t our and 
t1ve year Treaeury note. 

I eee. 

Now, '18 that all right? 

PerteotlJ tine. I talked to ou.r boys about 
1t, and they all are agreeable. 

They're all agreeable. 

After our talk the other day I d1ecueeed 1t 
w1 tb thea, and they're pertectlJ haPPJ about 
it. 

Did you have any trouble convincing theat 

Not the elighteet. 

,.,ondertul. 
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J: 

HNJr: 

J: 

KMJr: 

J: 

?3 
- 2 -

Not the ellpteat. I tol4 th• I bad aeeured 
J OU we were w1111ng to ooopen.te and eo forth 
and 10 on, and that JOU bad qreed to - had 
etated what JOU would do on oerta1n 11ne1. 

Tbat'• right. 

8o that'• all right. 

Thank J OU1 J e lllo 

Thank J OU. 
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RF. FINAIICTNG 

Present : 

Fell : 

Pell : 

H." .Jr : 

<;chwarz : 

H.!.!. Jr: 

Schurt: 

T, 

Mr. Flell 
Mr. Jf.orris 
JJ.r . Murphy 
!lr. Haas 
l!r. Hadley 
t'r . Schwarz 
Mrs. Klotz 

• 

October 21, 1941 
2:45 p.m. 

74 

I talked to the President and Barkley and 
Jesse Jones . I haven' t said anything to 
Commodity Credit . P.ave you Jaid anything 
to them" 

Yes, they are all right. So is Federal Housing. 

You (Schwarz) tell the boys that Thursday 
morning we ~11 offer - is it five hundred 
million? 

Thereabouts . You can say five hundred million 
or thereabouts . 

Five hundred million or thereabouts of a long 
term note for conversion from the RFC note 
and the Commodity Credit. 

The RFC seven eighths and Commodity Credit 
one? 

RFC is seven eighths, three hundred million, 
and the CCC is one per cent, two hundred and 
four . 

All right. 

• 
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tlaat •7 art a1..,. p 111 to han tbo l'lpto. 
tbli lo tbl tl81 to 11J 10111tb1111• 

I ..... ar.. 

a:aa lOll .. , to • ., l'labh oa cuaroatota 
l .... ., . 

Jtll, tllat 1o ...... 

!lia Jft loaw OfG tbo quoatla of alrocta. 
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Bell: 

H.!A.Jr: 

Bell: 

llurpb.y: 

H.M. Jr: 

!lurhpy: 

Bell: 

H.!.!.Jr: 

- a -

It keeps the .. rtet a little disturbed durlac 
the tlu ;rou are hnlq to flnence . 

Suppoaiq I aa7 the richta on guaranteed 
lnuee? 

That 110uld narrow 1 t. • 

It aeeu to •• lnatead of keepiq open the 
question of righta, I would tend to cloae 
the question on the dlrech . The arket 
would tend to infer that the rights on directa 
would continue aa heretofore. 

But not if I aa7 thla. 

Not if ru •11 on rights in general, but if 
JOU sal rights on guaranteed i aauea, it 
would seem to me that the market would suppose 
that the rights on direota would continue aa 
heretofore. 

~hat is what Dan was tr,ing to conveJ. 

Supposing I just SIJ thla, that at an earl1 
date I will alspoaa of the question of righta 
aa the7 affect - as the7 pertain to guaranteed 
i ssues . Then I don' t co.-it -raelf on Treaauriea. 
That leaves it open for • to S&J froa now on 
the re won't be &nJ right s or there will be, 
or there will be partial rights. 

I 110uldn' t take it that wa7. This 1a a utt er 
of interpretation. If JOU saJ now that JOU 
expect in several weeks to clear up the 1111tter 
of rights on guaranteed issues and then if 
aa7 ten d1Js from now JOU made an announcement 
that applied both to guaranteed& and Treasuries, 
it see1111 to me that a person who had bought 
Treasuries during the meantime might have 
soae ground for coaplaint because the fact 
that JOU confined JOUr statement to guaranteed• 

Regraded Unclassified



Bell: 

H.l.!.Jr: 

Jlaas: 

Badley: 

H.l.!. Jr: 

Bell: 

Jlaaa: 

Scllwars: 

Bau: 

Jo. 

Bo, aa7 nothing. 

That would ault me a lot better. 

I would be lnollned to aq nothing. 

It there 1a cloabt, l•YeJt opeD.• 

lllat fOil aiJdlt 4o1 Jlr. Sloretarr • JOU dGD't 
ban UJQ' altena"lna ud alter aeelq 
the altell'll&tlYel JOU ;lpt deolde fOil dGD't 
-.D t to 4o Ul)'th.iDI. 

(.'l'Jul Seoretarr held a tel~• OODYVI&tlGD 
with Jrr. Sproul aa toU•a1) 
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HMJr: 

Robert 
Rouse: 

Allan 
Soroul: 

HMJr: 

S: 

H!!Jr: 

S: 

HMJr: 

S: 

HI!Jr : 

S: 

!!IIJr: 

S: 

HMJr : 

S: 

• 

Are you ganta t h arat 

We're both hare. 

Yea, air. 

October 21, 1941 
2:50 p .a. 

Wall, I' •e tinally cleared aYerything on 
the li111 with all Demoorauo and Republican 
leaders and with t he Praeidant of the United 
Statae, eo I' • ready to go. 

Well , that'• fine . 

Nov, what I thought I would dO 1e this, that 

78 

I would tell ay preee un to t all the newspaper 
boye for iamed1ate release, that Thursday 
morni ng we were going to offer fiYe hundred 
million dollar• of a long Treasury note • •• • • 

Yeah. 

• •••• and that the RFO and Commodity Credit 
would haYe a right to convert ••••• 

Yeah. 

. .... and that at a later date I would d1scuae 
the question of f uture rights. 

I think that taka a care of it. 

See? 

Yeah. 

See, at a later date. Sometime within the 
next week or t wo I would try to olear up t hia 
whole question about rights. 

I think that take• oars of it, and I th1nlt 
that note ieaue - if you're atill thinlt1ng of 
doing the f our and a half year one that you 
mentioned th1a mor ni ng - 1a all right i n that 

- -- .., 
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J:!l(Jr: 

S: 

lllCJr: 

S: 

HMJr: 

c S: 

!!MJr: 

S: 

IDIJr: 

S: 

HMJr: 

S: 

• 
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eetting ae an 1aaue Which praaarwee the 
etatua quo While JOU are detarain1ng wbat 
JOU 're going to do in the future on guaranteed• 
and rights. 

Now what do you mean by that? 

I mean by that it givea them the - give the 
market aometb1ng ot the kind ot an obligation 
it wants with full right privilege, and leavea 
them, I tb1nk, very well eatietied until there 
baa been a determination ot the final queetion 
ot rigbte and guarantee&. 

Yee. Well, now wbat the people think here ia 
that if I announce tb1e, that that wUl klnd 
ot let ue eetiaate the tb1ng better tomorrow. 
Is that right' 

You mean the term and the •. • •. 

Yea. I mean 1t - juet that note in that eeotion. 

Do you want ue to have any talks w1 th anyone 
about that, either tb1e afternoon or tomorrow­
preferably after you've made that announcement? 

Preferably tb1• afternoon. 

All right. We could eee two or three of thl 
banke wb1oh are large holders ot the .aturing 
notes and eoae ot the dealers. 

Now are you perteotlJ happJ about a note in 
that area? 

Yes, I aa, and - that 1e - agreeing or taklng 
the eituation aa it ia, it we're not readJ to 
decide theae aore dittioult queeti one, I think 
it1 e a good note and will go well. 

Oh, All right. Well, I'll have 1t out on the 
Wire in a taw ainutee. 

All right; and we'll go right ahead and talk 
to eoae people here in the market about what 
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!IMJr: 

S: 

!IMJr: 

S: 

HMJr: 

S: 

HMJr : 

-
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- '-
kind ot an 1eeue sight ••• •• 

Now, a long note- I don't b&Ye to eaJ between 
tour and t1Ye. I oould Juet aaJ a long note, 
oan't It 

Yea , I tbink ao . 

Right . I aean, a long note oan't be longer 
then tiYe Jeare. 

No, the1'll oone1der that tour or tiYe 1eara 
so it wlll blanket the kind ot a.n iesue JOU 
baYe ln mind Yer1 n~oelJ. 

R1ghto. 

All rlght. We'll go rlght t o work. 

Thank JOU. 
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.)ch·.-.ar:: ! 

H.v.Jr : 

\ lo t : : 

~e ll : 

H. H • • h' : 

"ell : 

• 

81 
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O.K . then, we will jus t limit it to - ­

Now, sending this fellow to see Senator 
Hughes, he found I told the truth . You 
see, Farkley had seen Hughes and Hughes 
had told him that I said it was no Senator ' s 
business v1hom I appointed in the State of 
t ela• .. are, that I 110uld appoint anybody I 
11ant.ed , and I v.asn't coinJ; to let politics ent er 
into this . Barkley says, "Here is this 
t ellow that is the hend of this thing that 
i s ~oing t? run against this man a year from 
no~ . You have no richt to appoint hi~.· 
I said , "I'id he tell ;:ou I sa1d th<~t" It 
just isn 't true . " I called him un anc told 
him that as long as that is nnat he T.anted, 
the fellow fo rtunately had heart trouble and 
he couldn't take the thi ng anyway . But 
you see , this thing - I am holding you on 
purpose . I don't v:t~nt you to cet out of 
here until three o' clock. I knor. just what 
I am doing, Chick (laught er) . In a ~nute 
you can go. The thin" hndn't caught . He 
had heard the firs t story, but he hadn ' t heard 
I had taken care of it . He ;;ent back, talked 
to hie, saw that 1 hnd tole the truth, and 
the thin;; •~ent throu~;h . 

It is marvelous t ha t you alr.ays tell the 
t ruth . 

I never &et caught no t telling it . I t wo rks 
r oth ways . 

I thought he was very happy at t he conversation 
you had with him the other day. 

V:ho" 

Hu.:;hes . 

Yes , cut Fa:-Hey h~td n' t ·otten t he second 
slo:-y. lie hac gotten the first one. before 1 
had t aken c ore of the thl ng . All r1: ht, ;;ents . 
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!DI.Jr: 

Alliin 
Sproul : 

HMJr: 

s: 
HMJr: 

S: 

Hli.Jr: 

S: 

IIMJr: 

S: 

IIMJr: 

S: 

Hello. 

Hello. 

Allan • •••• 

Yes. 

• 

October 21, 1941 
2:58p. m. 

•.••• my boys here think that I oughtn't to 
say anything about r1ghte at this time. I 
haven ' t said anything. Just say nothing. 
Juet have this announcement. 

Well , you have said that you were studying 
the question or converting all guaranteed& 
into direct& , and t hat has raised in the 
market the question or what was going to be 
done about righta. 

Yeah, but I haven 't said anything publicly. 

No. 

82 

Now, supposing we give out this announcement 
and I say nothing. Now, I have a press con­
ference Thursday and they can aek me. The 
boys are a little bit afraid that I tie my 
hands. You see, it 1 e the newspa pers that are 
carrying on thie diacuseion. I haven't eaid 
anything. 

No. I think that would be a better pr ocedure 
in this official announcement or the - thll 
offering - to say nothing about it, but to 
answer questi ons if they' re asked at your 
conference Thursday. I think that would be 
better. 

Well, that's what they think around here. 

I think that that would be a better orooedure. 
Otherwise, you ' d be dragging it i n tor . the 
first time youreelf in an official statement. 
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HY.Jr: 

S: 

HY.Jr: 

S: 

I'J!Jr: 

S: 

i!MJr: 

S: 

IO!Jr: 

s: 
HMJr: 

S: 

HMJr: 

S: 

Hl!Jr: 

S: 

IO!Jr: 

S: 

IDIJr: 

S: 

• 
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It's Juet because - 70u eee, the trouble 1a, 
70u and I should neYer read a nevepaper. 

That's right. (Laughel 

It gete us all muddled. 

Sure. 

Olta7? 

I think that'• right. I think that's a 
better procedure. 

All right. Enr7bod7 1 s eat1at1ed. 

All right. 

Hello. 

Yes. 

You'll never know hov tar out on the end of 
the 11mb I vas on this. 

(Laughs) Well, I sort ot gathered thet 70U 
telt 70u were out there. 

Well , I had to settle a couple of patronage 
quest1one before these tellovs vould s&7 7ee. 

(Laughs) Well, I'm glad thet I don't haYe to 
do that. 

Well, 7ou 1d be eurpr1eed. 

Hov tar dovn 1t goee. 

Oh, yea. An eighteen hundred dollar clerk 
otten settles the tuture ot the nation. 

(Laughe) 

And I ' a not Joking, either. 

No, I knov you' re not. 
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~Jr: 

S: 

~Jr: 

S: 

~Jr: 

s: 

ilXJr: 

S: 

• 

- 3 -

Yeah. 

Well, 1t 1 a • • ••• 

Anyway • •••• 

• • ••• 1t 1a tbe way tb1nga are done, and you 
bave to conform • 

••• • • I got my way and I d1dn 1 t g1ve up my 
ab1rt. 

'llell, that 1 e all you can aalt tor. I tb1nlt 
that's an aooompl1ebtDent. 

All r1gbt. Good-bye. 

All r1gbt. Good-bye. 

84 
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'!'0 '!1t! PR.~IDml'l't 

TH~ 6ECA£TARY OF' TH t TAE.ASU AV 

WASH I N GTON 

I ~l - !.. ' ... I 

!be pr esent method or t1nanc1~ t;o<rernaental corporation• and 
credH ~encieo of t ho Go ... rnaont by iuu1~~& cuarantoed obllptiona ot 
che United St:t.teo , 11 aaldn« our financing 110re co11pl1eated ao t1ae 
goes on , e speciall;r in Ti .. or the lar~;e 'l'rouur)' ti nanci~ require­
••••• aado nocoeaar:r b~ tho defense prosre&• 'l'he aat uritioo or t hooo 
~anteod obligation• now usuall;r fall betwoen the 'l'roaou.r:r' • quartorl;r 
financi ng datoa , but tho 'l'reasury'e own financing prosra3 is noY getting 
eo heavy t hat we will hereafter bo in tho market 110ro often t han on 
t~e quart erly datea . Jrom a practical otandpoi nt, it means , therefore, 
that t ho Go••~~ent will bo under the preaent t Yotem in t ho aarkot 
almost n er;r month unleu tho t ..., pro&r&Dt can bt coordinated and 
t11!1JllH!ed. I bo11e•e that the p reaant get hodt can be c:h~ed oo that 
tho Treasury wi ll no t be in the ~~arket 110ro often than once enr;r otbtr 
DO>th . ~~r ita own aecount and t hat of the agonciot. 

With thi s i n mind , I hope to be able ••antuall~ to elicinate ont 1r el7 
fro• the market all guaranteed !•~~eo b;r taki ng t h em up with direct 
Troilo~ !a•uoa. 'l'ho cuarant ood ioouos are now oalli ng on t he Cl3l'kot 
to ~ell\ 1/S'/> to 1/4~ more than the 'l'roatourl' i'"ueo of CO!!IJl&rable 
Mtur!t!es . BeCAUse of tb!a I believe t hat t he 'l'reae~. 1t it does 
all of the financing through t he tale or direct 'l'roaour;r ob11gationo, 
would '""" 100ne~ in t o tal i nt or u t chargoo. 

We ha• e talked to the loaders of both parti to ill bot h Bo, .. , ot 
Congren and haTO f ound tha t there 1o uniTttaal epproTal of \ bil propOial• 

~ere h oet out below a table of the out otandi~ cuarantoed !stun 
!:latur!n~ i n t he next four t! teal ;rears: 

T!scal Year 
(Uatur1 tr or 
•arl!ea t eal1 .a.r.c. c. c. c. u.s.B.A • r.r.)J .C. I!OLC 'l'otal 

elAt e) -
1942 610 204 112 JJ9• 1 , 265 

19~ 596 289 375• 1,76o 

19 S95 n4 930" 179" 2, 11& 

1945 412 I~~· 1 ,161 

Tot.al for period 
enc!!ng June JO, 
1945 ••• • ••..•• 2 ,l0l 905 226 1,269 2,11()9 6 , 910 

• Call&ble 
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It rill be noted troa the abon tabla \bat the aotbod., wbich 1 

yropou bo tollo,.ed, will iacrea .. the pllbllo d.eb\ ill tho fhcal Tear 

19112 b7 $1,;!65,000, 000 ia ord.or \o rot1DAilco \be Mturi"'C or callable 

&110".,.\oed obllp.Uoae. I\ will probabl7 be aecootar)' \o ..td troa oao 

b1ll1n to ou aad. a halt b1111oD d.ollaro for currODt caoh roqu1r•nh, 

or a total lllcroaoo ia tho \)llbllc d.ebt tor \be fhcal 7oar 1942 of 

poulbl7 $2,265,000, 000 to $2,765,000, 000. !be thcal 7ear 1943 would. 

require a further iDcrea .. iD the pllblle d.ebt ot $1, 76o,000,000 to 

aoot aatul'i"'C or callable cuaruteod. h-. 'lbat the cull roqu1r-ata 

rill be tor thoaa e«eacha d.urtD& the fhcal 7e&r 1943 1a ra\bor 411t1-

cult to oeUaah at tbia tlao, Of tho total horaaeo 1a tho pllblio 

dobt OIIOWitlDC to $6, 910,000,000 to aeot t ho aaturi"'C or callable 

~PJU.,.teed houoa eat out abo~•. appro:daate17 $~,000,000,000 talla lD 

tbo fhcal 7eua 1~ aDd. 1945, It M7 be poulble \o reduce eo- of 

thou fl&Wot b7 the appllcaUoD of recelpta broll&ht lD tbrO"'Ch the 

llqu.ldatlon of aaoete of thoeo corporaUone and credit e&ODcloa. 

Aecor41DC \o tho lateat llud.«et oetlaat .. , tho uou ~bllc debt 

of tho UnHed Statu on JUDo JO, 1942, will be acre thaD t6l,OOO,OOO,OOO 

w:Uhollt prorl41DC for tho fU\Ill'e acCl'Uala OD 11DHod Stahl Sawi"'CC 

llondo and tor $2,200,000,000 \o replace \be a1D1- CUU&Dt .. d houoe 

t hat ..ollld othorrioe be put out in the fhcal 71ar 1942. In .rq caeo, 

It rill be DOCOU&r7 for the '!reuul')' to ulc Concro .. durlAC the o&rl7 

IJirlliC of 1~ tor aa incroaoe of oeYoral blllloDo of d.ollare iA tho 

pruent debt lial taUoD iD ord.lr \o a01t \be deficit for the thcal 

year 1943. It aeeae to •• that it would Dot be 41tticult to sot &D 

lncreaao in the preeont d.ebt lialtatloD of $65,000,000,000 of &D eaount 

oufflchnt \o enable the '!r .. IU1'7 DOt onl7 t o flDallco tho elaficlt Ia 

rt4\llar rocoiph, but aloe to talco care of the tlD&Dclal r equ1r•ente 

of the S0'0'01'1111ontal corporaUoAt &Del cro41 t apnciea. 

On Honmber 1, 1941, the liJ'C baa a aaturltr ot $}00,000,000 aael 

tho US1!4 baa ou ot $112,000,000, &Del oD llo,.•bor 15, the CCC hal a 

11Atlll'lt7 ot $204,000,000. Ia carrriAC out tho ._auone aado aboYo, 

I propoee on 'lbured.q of tbio week, eubJect of COIU'ao t o 70'111' appro1'al 

lo tho rogulor -..er, to otter a '!reuul')' DOte tor about $51)0,000,000, 

to be houod only iD exolwlp tor tho 1I1C and CCC mat uri Uoe e«arecaUDS 

about that eaow>t, &Dd I propoee to PA1 ott in cull tho USI!4 aaturl t7 

ot $112,000,000, I bopo that tho aetbod here o~~Caeated tor tinanclac 

future cuar&Dtoed hau .. all4 the propoeal tor fiDAilCiDC the 1aao41a\e 

DaturiUeo will ban your appro1'al. It eo, 1 obould be ploaoed if 70" 

wollld eo indicate at tho bo\toa or thia aaorandua. 

• 
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CaJ.enur ot D1not and <ki&J'antoe4 Bonde an4 !loteo lf 

Oo-r 1, 19111 

(Io. a11ll- ot o~ou .... ) 

rln4 aatv1t1e C&l.l.able 1an ea 

Dato Dllor1p\1oll n...t aallallu r 1aa1 • -U•• 
D!r.ot a..a ....... D1"ot -....... D1not -....... 

tool! teal! tee4 

19h..Jao.. 
feb . ...... 
Apr. 
Xa7 
.TW1t 
.Tu17 
Aug. 
e.pt. 
Oot. 

R1"0 7~--- -- -loY. 1 - - --- .:m 
loY. 1 - ---- -- - --- -
NoY.l~ coo 11------ - --1---- - - 2011 

Dto.1 ... e 1-l/~-- - --- -2011 

Total 2011 616 

19II2-Ju.15 R1"0 71~------- ---- -}10 
--236 

Jao..1S mco ,. (19112-1171--- f- - --- - -- - f- - --
hb. mco 2-~~ ( 19112- 117) Xar. 1 r- ---- ---- --- --10} 

11ar.15 lloto 1- ffl- - - - - _ IJ26 

~·· Xa7 
Jwlt 
Jlll71 R1"0 11--------- r----- - 276 

Jw.71 BOLO 2-l/~ (19112-1111) f- --- - - -- - - -- - - 475 

..... - }112 llept.15 Nol:t ~-------
Oot.15 liiO 7 ~------- f----- - }20(!) 

lo•. 
Deo,15 lloto 1-)/~ ----- -2)2 

t otal 1,000 906 1,2111 

19. )-.1"" 0 

Fob. 
Nar.1S Joto )~-------

__ 66(!) 

~ ... 
Xa7 1 oco )/lifo. _ _ -- - - - f--- - - _289 

JWI01i Jote 1-il~---- - -629 
J'unel BoDO. }-~~ ( 1911')- 117) ---- -..=-,~i) 

_lfSII 

Jw.71 111"0 l-1 ~-- ---- - --- -
Au~!· 8ept.15 lloto 11------- - .r - 279 1,1101 
Oot.15 BoDO. }-1/llfo (19~}-115) ----- --- -.... 
Dto.15 Joto 1-1/efo------ r--1121 

fota]. 1,)95 61) 1,ass 

191111-.Ju. 
- 1-J/efo------

_ ull 
hb. 1 ----
11a.r.15 .. te 11------t:~ - 515 --95 
...... 15 mco 3-l/llfo 19 - - -- ----1:----

BoDO. l:l/llfo ! 191111- ) 

0 

Apr.1S - ---
..:-57iiif 

1,519 

Apr.15 111"01 - - - ---- r- - - -
llaJ' 1 

BOLO 'M1§:t~;t - ---- - --- 1-- -- --779 

.. 71i mco ~ 1 _ 
.:1116- ---- ---- __8)5 

.ruae.l .... } -----.\i 
Jlll7 BOLO 2-1/llf, ( 191f2- ) -----f---- - f--- - f----- r---- - 475 

..... 
lept.1~ .. •• 1~------ -~4} 
lept.l Joto )/111o------ - )5(f) 

Oot • ..... 
Doo.15 BoDO. lifo ( 191111-511)..-- - - --- - - - - 1, 0}7 

t otal 1, 8119 645 ~ . 556 1, J09 &75 

!/ bolu4te IJ>4J01al hll\tta , haute re4ea .. blt at op'Uon ot holder, poet&l aavlnga 

'bon4a, FHA 4t'beotu.ret, and 4epoe1tary bonda. 
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Calendar ot Di~tat an4 OUaranttt4 Bonde and Jol tt !I 

Ooto'b.,. 1, 19111 

~la ailllo .. of 4ollaro) 

P1Xt4 .. t.r1t l tt CAlla'Dll l lftta 

DoU OeeortpU•• 
Flrot oollo'b1o rtA&l .. tarltlta 

01HOt -·-ttt4 
DlN ot Clllaru- Dil'oot --tlt4 t tt4 

1~5-Jon. 
ceo 1-xr- - --- - ~-~12(!) 

ro'b.15 - - --
ll&r.15 Joto ) - - - --- -n• 
Apr • ..., 

1101.0 1-1/~ (1~7). Ju• 1 --- -- ---- - --- 1--755 

Jolt 
A•l· 

.... t- )/'f. !1~! 1,21~ 
ltpt .15 - ----1----
Oot.15 .... )-i/'IJ 19' -----r---- ---- - --- 1,~ 

Jo•. 
Doo.15 .. .. 2-1~------ -~1 
Doo.15 lott JM------- _5)1(! ) 

tot&1 1, 790 ~12 1, 21~ 755 1,4o1 

19'1(..Jan. 1 COI1'11"110n ,..... - - - - - -16 , ..... 
• r.15 .. .. ~-)/'f. !19'tt> -----1---- -"" 
Apr.15 lon4 -1/'* 1~ ) ---- - - - - - - - - ---- 1,51, ..., 
JIIM15 ::::: ~M~Mfb9,- ---- ---- 1, or, 
Jvoo15 - --- -- --

- · 9 Jvlr 
Aq. 
ltpt. 
Oot. 
Jo• . 
Doo. 

!'ot&l. 16 2,)44 1,519 

19'17-Jan . 1 Oon·nrelon ,if-- ___ 1--1) 
Jaa.15 rPIO )~ (1 2-'171..--r--------- 1----- ---- ---- --236 

Pt'b. • r. 1 
Apr • ..., FriO 2- )/'* (19'2-117) - --- - - -- - -- ---- --- --10) 

J\lne 1 IOLO 1-17.1 !19'1~117! --- - ----- - --- - - -- - - - - --755 

Juatl5 loo4 ) - )/ 19'1 ~7 ---- ---- ---- -~~ 

Jv1r .... 
ltpt.15 lon4 2-}/:t !1"r-'7 l ~----1---- =759- ---- 1,n~ 

Oot.15 load "-1/ 19' -52 1----- 1----
lo•. 
Dao .15 .. .. ~------- - 701 

tot&!. n• 759 1,666 1,0911-

~~··· h 'b. 
..... 15 .... ~ <u-t~- -----1----- 1,llj(t ) 

k r.15 .... 2-)/ (1 511 1,t2 

Apr • ..., 
loa4 311 (19111>-•1). - -haa15 1----- ---- --- - ----- 1,0)6 

hl7 
A• I• 

.... 2-11~------- -'~51 ltpt.15 
Oot • .... 
Doo.15 .. .. ~ (1,....50>-- - 1----- ---- --5n 

tot&!. ~1 2,909 1,0)6 

!/ bol•4•• IIIH'Olal llfttt . 11 ... 1 re4ttM~t at opUoa of M14•r. ptttal •••11111 

bo'l'l41, rKA 4•b•ntur••· and 4.-poe1 t&1'7 boiMlt . 

Regraded Unclassified
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llaleoo&ar ot DlrHt - --••&- - lo- }/ 

0.-1 •• 

(Ill ,.,._ - -·-· 

. . " Regraded Unclassified



Oa1oD4ar of D1,..ot and Ckl&"''tto4 BoD4o Jl(\..,00 y 
Ootobor 1, 19~1 

(Ill a11UODA of 4oll&J'tl) 

Cal.l.abll .11._1 
FU104 •h.rlUoo n.ro• O&llablo F1Ml •Wr1Uee 

Date Dt•or1p,1oa 
DUooo' ,,,a Dt...o' Dlr.o' -...... 

teo4 -
195J-.1an. ,.b. 

Mar. 
Apr • ... , 
JuM15 BoD4 ~ ( 195)-551.-- ---- ---- 1-- 725 
Ju1r 
A\ll• 
lltpt. 
Oot. 
lfOY. 

aoD4 2-11~ !19119-sst Doo.15 ---- ---- "' - - -- - --- 1,Ia6 
Doo.15 BoD4 2-l/~ 1951· 5 --- - ---· ---- 1, 1g 

Totol 725 2,904 

19511-J ... 
rob. BoD4 2-l/~ ( 1952-~) ~.02~!) 
K&r.15 ---- ----- ---- --- -
Apr • ..., 

BoD4 2-~ p95l-~l 1,627 
/IIJI01~ ---- t---- .=-6ii- ----
Ju.etl BoD4 2- 19511-56 ~----1----
J\llJ 
J,Qg. 
Stp~. 
Oot. 
tf01'. 
Dao.15 Bond 1!1- ( 19411-51fl.--- --- -- ----1----- - --- 1, 0}7 

total 681 3,6aa 

1955-J••· 
Job. 
M&r.15 BoD4 2-7/a1o (1955-6o). ---- r---- 2,611 
.l.pr. 
II&J 

BoD4 ~ (195)-55>- -.Tuoo15 ---- ---- ----- ---- - 725 
Ju1J ........ 

Boa4 .,. (1951-55) - -lopt.15 ----
Oot. 

---· ----~---- - 755 

JOY. 
Dao. 

!otol 2, 611 1,1180 . 
1956-.J ... 

rob. _ !fa') 
K&r.15 Bond 3-~ ~19116-s;~ : .:-..:-.::. ---- ~.~(il ----
K&r.l5 Boa4 2- ~ 1956-58 ----
A.pr. 
llaJ 
.Tilnol5 
Jll1J 

Bond 2-1/11\' (1951f-56l-1-----t---- ----1----- _ 6al 

........ 
Bopt.l5 Bond 2-J/111- (1956-59) --- - · ---- - 942 
Oot. •o•. 
Dao. 

totol 2,~31 1,170 

Regraded Unclassified



9! 
Oa1on4ar of DJ.Not a n4 Ollaral1too4 8on4o &D4 • otoo !/ 

Ootober l , 19' 1 

(Ia a1ll1ou of 4ollaro) 

F1Xo4 .. tur1t1oo 
Oallolllo 1ao,..• 

ru.t oa1lol>lo rtaal • tu.rUh e 

Date Deeor1p'"1o& 
Dt.reo'C "':..":"" DJ.Not ~ DJ.Not o:!r• 

1957-J••· , ..... 
Mar. 
t.pr. 
11&7 
JIIJIO 
J•l7 
1118· 
IIIPt . 
Cot . 
Mo•. 
Doo. 

!ota1 

1954-Jan. ,. .... 
ll&r.l5 Bon4 2-l/21- ( 1956-58) - --- ---- r----~--- - 1,~(!1 

Apr. 
M&7 
JOI1o15 
Jnl7 

Bon4 2-}~ (1953-6}1 ----1---- -919 

1118· 
Ill pt . 
Oot . 
No•. 
Doo. 

Total 919 1, 11'19 

1959-JAll. 
reb. 
liar. 
Apr. 
Mt.)' 
June 
Jn17 
.1.118• 

Bon4 2-}/~ ( 1956-591 llopt.l5 ----
Oot. 

---- --- ----- -982 

Mo•. 
Doo. 

~tal 
482 

196o-Jan. 
Fob. . !2,611 
ll&r,l5 8on4 2-7/8'(. (1955--601 --- - 1--- --1---- ----
J.pr. 
11&7 
JuM 
Jn17 •uc. 
SIP' · 
Cot. 
Mo•. 
Doo.l5 Bond 2-}/~ (196o- 651- - --- ---- 1, 4115 

total 
1,1185 1;!,611 

Regraded Unclassified



Do to 

1961-.Jan. 
reb • ....... 
Apr. 
IC&J 
Ju.nt 1 
Julr •"'I· Sept, 
Oot. 
NO'f. 
Deo. 

1962-.Jan, 
reb • ....... 
Apr. 
x.r 
.111M 
ltalr .... 
lopt. 
Got. 
JI'O'f, 
Deo. 

196}-.Jan, 
Feb . 
Mar. 
Apr. 
IC&f 
luno15 
lu1r 
Aus . 
Sept. 
Oot, 

•••• Dto. 

t96w ... 
Ptb, 
IC&r.15 
Apr. 
IC&1 ., ..... . 
Julr 
.t.uc. 
Stpt. 
Oot • 
•••• Deo, 

1965-.Jon, 
l'ob, 
IC&r, 
Apr. 
11&1 
luno 
lul1 .... 
lept. 
Got. llo•. 
Deo,l5 

92 
C&ltn4&r ot D1reot u4 ~t"4 Bon4t an4 Moue J1 

OotoM.r 1, 1~1 

( Iz> a1ll1- ot 4bll&ro) 

P1xe4 .. ~1t111 O&J.l..abU 1UMI 

llttiOI'lptloD r1Ntoallable F1Dal .. tur1t1ea 

Dl.l'llo\ o ....... - D1Not Cklafta- D1reot o......,_ 
too4 too4 too4 

Pan- )f.__ ----- --50 

foul. 50 

'l'otal 

Bond 2-)/~ (1958-63) ----- ----- ---- ---- -919 

total 919 

nwo >-1M (19~1 -----t------ ----- ----- - - 95 

Total 95 

ao..s 2-3~ (19~1 ----- ----- ---- -- - 1,~5 

Tot&! 1,'165 

}/ Euludtt epeol.al htuu . letu.te redeeuble at option or holder p01t&l •••lna-e 
bon4e, F1IA d.tt>.nturee, and 4epoattan bonde. • 

Regraded Unclassified
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I 

• 

STRICTLY CONFIDENTIAL 
R."<l 7/S Peroent Notes Maturing on NoYeJDber 1 , 19~1 

Amount Owned by the Largest Holders Reporting 
to the Trsaeury aa ot .August 31, and September 30 , 1~1 

93 

(In millions ot dollars) 

Investor 

~ranty Trust Co. L New York1 N.Y •••• • •••• • • • •• • • 
Ketroool1tan Life .LniJilranoe uo. , New York, N, Y ••• 
J. P. ·Horgan 4: Co., Ino., New York, N. Y,,, •••••• , 
Ftret National Bank ot Ch1oago , Ch1oago, Ill •••• , 
The Northern Trust Co., Ch1oago, Ill,, ••• • •••• • •• 

Irving Trust Co., New Yor k, N. Y ................. . 
Bank ot the Manhattan Co., New York, N, Y .... .. .. . 
~!at1onal City Bank, New York, N, Y • • • • • •• , •••••••• 
Bankers !rust Co.b New York, N. Y • •••••••••••••.• • 
!!ational Bank ot etro1t, Detroit, Mioh ••••••••• • 

French Amer1oan Banking Corp., New York, N, Y .. ... 
Penn Mutual Lite Insurance Co., Ph1ladelph1a,Pa •• 
State Bank ot Albany , Albany, N. Y • • ••• ..•• . . .•... 
Maryland Casualty Co. , Baltimore, Md .. .......... . 
The New York Trust Co. , New York, N,Y • •• •••••• •• • 

The Cleveland Trust Co., Cleveland1 Ohio .... .. .. . 
City National Bank 4: Trust Co, Chlcago , Ill .. . .. 
Bayonne Trust Co ., Bayonne, N. j_ . • . ....• .. •... · ·• 
Union Planters National Bank, l~emphis, Tenn .... .. 
Union National Bank, Houston , Texas • ••• • • • ••••••• 

Brown Bros. Harriman 4: Co. , New York, N.Y • • ••• • •• 
Emigrant Industrial Savings Bank, New York, N. Y •• 
Bank ot New York, New York, N.Y •• ••• • ••••• • •••.• • 
V.arlne Midland Trust Coarpany, New York, N, Y ...... 
AQerican Motorists Insurance Co., Ch1oago, Ill •• • 

Total amount owned by largest holders •••••••••• 

Total amount outetandlng • .• ... . ..... · · · · · · • · · · · · • 

Percent ot total owned by l argest holders • ••••••• 

Office ot the Secretary ot t he Treasury, 
Division ot Reeearoh and Stat1st1os. 

Aug. :Sept. : Net 
'31 :)0 :change 

86. 9 86. 9 
21. 0 21. 0 
16,0 16.0 
15.0 15.0 
ll .O ll.O 

10. 0 10.0 
10,0 10.0 

9. 0 9.0 -
l . J 6. 9 +5. 6 
6. 7 6.7 

5. 4 ; . 4 
5.0 5.0 
) , 0 ) . 0 
J . O J ,O 
2. 5 2.5 

2. 3 2. J 
2. 2 2.2 
2,0 2,0 
1. 2 1.2 
1. 2 1.2 

1. 2 1. 2 
1 , 2 1.2 
1. 0 l.l +. l 
l.O l.O 
9 .3~ -8, 8 

228.4 225. 3 - 3, 1 

299. 6 ~ -=-
76.2~ 75. 2~ -1,0~ 

October 21, l~l 

• 

Regraded Unclassified
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• 

SfRICf.l Y WNfiOENTIA 
CCC 1 Percent Notee ~turing on November 15, 1941 

Amount Owned b7 the Largest Holders Reporting 
to the treaeur7 ae or Auguet 31, and Septeaber 30, 19~1 

( I n millions or dollars) 

94 

Investor Change A!!f!i. Jl S!J2t.JO 
!lat1on.a! City Bank, New Yor k1_ N, Y • • • • •• • •• • • , , , , 

Co. , New York, N. Y • • • • ••• •• ••• • • • •• 
N~;:~~:~k Bank, New York , N. Y .• .. .. . , .• . .. , 
M~ & Oo., Inc. , New York, N. Y . • ••••• •• 

t<a,1on.u or Detro1 t , Detroit , Mich .. . .. , ... , 

Cleveland True t Co., Cleveland, Ohio, •••••••• 
Natl. Bank, Detroit, Mich ...... ... . 

llational Bank or Chicago, Chicago, Ill .... . 
!~tional Bank or Boston, Boston, Mase,,, ,,, 
l~tional Bank, Shreveport, La • • • •••••••• •• • 

Northern Trust Co. , Chicago, Ill • • •••••••• •• • 
tlatl. Bk.& Tr. Co. , Chicago, lll ••• . .•.... • • 

l=~~••cs Trust Co , , Nev York, N. Y . ..............• 
1ty Union Trust Co,, Newar k , N, J •• •• • • •• ••• 

alen Trust Co. , Camden, N. J . • •• . •• • • . •••• • • •• • 

Trust Co. , Toledo, Ohio , • • •• •.••••.•••••• • 
ot North Dakota , Bismarck, N. D •. •••• • • • • • •• 

~or·tbwestern Natl. Bk. & Tr . Co. , H1nneapol1a .. .. 
Natl, Bk, & Tr . Co. or N.Y. , New Yor k, N,Y. 

Detroit Bank, Detroit, Mich •• • • • • • •.. • •• ••• • • 

e lUdland Tr. Co. or N. Y. , New York, N.Y .. .. 
Y, Lite Ineurance Co. , New York, N. Y . .. .... . • 

~t Co., taneaa City, Mo •• •••• •• • ••••• 
York Trust Co., New York, N. Y • •• • • • • • • •• 

~er1c:anMotoriete Insurance Co., Chicago, Ill • •• 

2J. 3 
12. 0 

2J,J 
12.0 

S, J S,J 
6. 9 6.9 
6. 2 6. 2 

5. 6 5. 6 
~·0 ~ -0 . 9 . 9 
4. 7 4. 7 
4. 2 4.2 

4. 0 4. o 
J.~ 3-~ 
3•0 3. 6 
3-5 3- 5 
J . O J , O 

2. 5 2.5 
2,2 2. 2 
2.0 2,0 
2, 0 2.0 
2.0 2,0 

l , S 1 .~ 
1. 6 1. 6 
1, 6 1. 6 
1. 5 1.5 
2,0 

amount owned by largest holdere .......... uz. 6 116. 2 

amount outetand.ing •• •. • . • • , • . • • ••. ••• ..... . 204. 2 ~.2 
ent or total owned by largest holders • •• • •• • • 57 .6~ 56 .9~ 

-+. 6 

- 2. 0 

-1 .~ 

--

October 21; 19~1. 

- :a = Regraded Unclassified



0 

ltftee •- feW 
-.n.. r- .._ a.n..•- .. 

ao_.-.u ... ._.,._,, td •w•• :oar1,.. 
l"lrel lnea\eea llula••• Doo"• o~ Aacuat, .. p \-'ber, aa4 Ooto'ber, 1~ 

( .&ape\ 1..20, hp\•'ber 1..20, Oo\ o'ber 1..20) 
Oa llaeh o~ lo- hloe 

<•--- 1a ............ ·~ ~u....) 

I 
~alee 

...,_, ~ x-.. 
I l£ll Ill ~-1 
I I I I Oete'Mr I t.p ..... 
I 0.\e'Mr I a.p, .... I ..,.., I - I ·-I I I ltp,..., I .. ,, 

• 21,1)) • 26,137 • 21.,., • 1,"' ... 1,f50 1§1,,, lp5.@ ,,,lH '·"' - 7.18 

.,,m 71ollo2 11,~ 1·~' - ,,70) 
111,700 U,)5) 1~,, .tl:i - ),111 

Dtt n.m g.!l, - 17 .• 1 ...... ~:a.m t!A.~a w.KE -ta • .a 

: oJ:-:•, l!;~i!..w 
- I..,_ 

....... ' b rt 

U.l .,,, 
Ja.& 

11111 

- '·"' -M.J 

- u.o 
:!tl 
-u 

........ 11, 1i\L 

.__I .All. tscue• .. t.pod\e wt~ \M t.•-• et \M N\e4 lk\ee- _, et JftUda et 
M1H •f 'la1\e4 ........ ~ ..... . 

.. \81 JtcaM llaft 'Mea roa&M M ........ , \lt.o'uaal4 u4 will u\ aeoeeMrllT .U te Mklao 

• 

Regraded Unclassified



OIIXTUI ~ U.'VDIGS 110111)8 

D&U.7 S.Uo - Oo\ober 19~1 
• Oo Baoio cd Io.,.. Prloe 

( In ~-....do of 4ollaro) 

Pot\ Offioo halt JollA ll&loo II J.ll BollA 11&111 

Da•• I JollA ltllll 

111'111 ll 8er111 I ler111 7 1er111 ~ I !o\al n 1er111 ll I 1er111 7 I 1er111 o I !otal 

Oo\oHl' 19ln 
I 1 • 1,115o • 3.029 • 1,216 • 11,211 • 12,5117 • ~.~79 • 1,216 • 11,211 ·"·~ 2 1,1170 2, 7116 1167 ~.32~ 7.9n ~.656 1167 ~.~ 9. T 

~ 
2,150 3.299 1,()65 6,~ 10,6117 5.11119 1,()65 6,323 12,1JT 
1,210 1,696 612 6, 11,707 2,966 612 6,11oo 9.971 

6 3.11119 ~.ns 1.~ 9.216 15,5011 11,226 1,~ 9.216 111,!)56 

7 1,207 2,5~ 572 2,913 6,010 3.1102 572 2,913 7.2117 
II 1,363 ~.67 1121 3,6U 1,106 5.037 1121 3.6u 9.1169 
9 1,652 .210 903 3.~ 11,1127 5o923 903 3.~ 10.~79 

10 1,1195 3.672 919 ~·272 9.933 5,167 ~ ~,212 U,IIU 
u 1,291 2,lloo 632 .0911 7.129 3.690 .0911 1,1120 

13 2,~5 3.62~ 1,1~ ~.9119 9.7711 6,139 1,~ ~.919 12,293 

" 37 1,022 261 5ll 1.79~ 1,~ 261 3.~ 2,2Jl 
15 179 2,175 759 3.~ 6,1117 3.055 759 7.296 
16 1,~ 3.~ na. ,.9011 7.6115 ~.~ 72~ ~·9011 9.0~ 

17 1, 3.~ ll6o .969 9 .~311 5.031 ll6o .969 10,161 
111 1,UO 2,~ 8116 3.013 6,2113 3.~ 8116 3.013 7.~3 

20 

!o\al 

tile !reullr7, Dhioioa of leiMZ'Gil ell4 1\&Ut\ioo, Oo\oMr 21, 

lovoel J.U fl&'U'I• "" bpodh wUio \lie !r~UV~r of \lie Ua1h4 l\a\11 oa _, of prooee41 of aaloo ot 
Vlll\14 1\&\11 lawbp Jo-.. 

lo\11 ftca'e• ... -- 10 
'eel \o saeareo\ \bov.NDd .-4 will ..,, -•aarilT 1144 \o \otalo, 

Regraded Unclassified



• 
CONFIDENTIAL 

.. \II 

""''' .., 6,o6J J,Jl.l U,151 I,!JOT 11,1151 11,1" • 51.111 

~- 5.~ I,IWI 7,1~ 1,UII 1,5111 17,126 II,IIM 

1&11 I ,IJJ "'" ,.,oil 1,5111 1,,3) M.AT I!J,OJI 

..,.., ~ 1,1162 6,TTII 1,107 J!! U,yf9 u ... -
t.-.1 ft ,!!J u,lBi ,.7!0 ~ :.a; ,,,, 

~ ~ ¥·1m "·"" ., .• ..,.,. 
ltdtl. 

llq )2,207 15,000 5J,IIlll 10,115 11,916 1)11,)52 t)U,JTO 

lat 20,JJ1 9.1123 3),11)5 5,llo0 y,,., 75.971 1111,070 

l 'l&lT ~.116 1),11711 IIJ,_,1 6,1111 7.~ 96.936 162,791 

jqp.o\ 20.m '·'zl! p.1n lt.flO ,,..., 71.}1!1 Ut.§g 

fe\al 2HR1 n.m l"!·W '"" '·'ft m.§o:J 

twla *'H" $1@·W 
qa.m 

of Be-a u4 IW.Uau ... 
Rote'- 11. 19111. 

!aiNJ.au ... 'J' \1M lllrlal• ot I.oaaa u4 RarnMr fN8 • -"' ot or1clM1 

'"''· luu :pl'iaa tlpna llaft -... ftllldaot to uana\ \llnlu4 .... wUl .. , 
uoeoaan~ .U. to totala . ...._,, " ut .croa wltll nl.aae.a oaloa 
flpr .. Wbloll van oa u..led• ot ~ap~alta vltll Ulll ~roan"r of tlll 
liUW 1\a\ .. , 

Regraded Unclassified
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( 

• 

If i e&r *'• A\tMM7 Oaa nla 

x .... ~_.eta..U­
npluatoPf letter wbllk I 10t t. s..,.wor $Us as JM\oc :,,. 

I -:.rm::ll! la• .... w la 
l&J.• .... - ......... .t .. 
lwj ... h t17 te .... lalll t.alpt • -· .. ~u..,-- ,... -
tu poui. !1 - u I lilaft ....tftl 
1 ,..,., I thaW U. te .._. • 
opponwlltJ to take u.. •Uu ., .u~ 
1'" ap.la. 

Ia tale ..uU.-, I ..... lt .u1 
111 peaal\le te ...... a eoatb•••• .t 
tu .... *lell ._. -.. aet t• trlal 
• Oetollu 11. 1Ml. 

SJ.Metoelr ,._., 

tu :loaon\le 

!M Utene7 Gesenl or u.. ualW stato1. 

h ell ... 
Ei!1 J'l' /HC/llp 
TJpea 10121 •u 

/ 

98 

Regraded Unclassified
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t l'ljlffJliff flJ"ff 1l11fi'Jf ,.. • .. 
• D 

04 

r 11'-~'1 t I r lhJrtr i•'t~'l r: I!• I 
_. ~~~:lbi!I1!1 qM!I il!ith:h ~~~ . 
rc Jl~ '!' rt · '1lf ~ (fi'·t· ··p • 
'
1 ,r Pilfflt:-t J;i!',f 1fi··~!i ' ~~sl · 

I ·~ •t-il~sii<if; '•:Jfi, I 'r[; fi ;r 
' 

I! ~!~i'ilf!iJ~ !lj;lr~ t:J!;!,§f ~~~ I 
, 8 . § ·'1'1- • !I 1'1 lflfJ'lt• ,. 

.. 
g 

I . - , ~IJ ftrl,[l_ :I .I fl•f ~ ittl fr-r. • 

~ 
I" •r•li(1 'ii~; -~·~~,, ~··a·r·rk · 1-

"' co !! .. --. co 
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-a-

fl .....,. tor a .erccttnc 'llld.llll ~~ =~ uu ,,.. 1a -. - fit 
ra 'nc 1a1a flttld.al au., .._ -. - s.. Mf.Ac ....._. -. 
~ ...,._ -. 1'1r 1 "' 1 ' hM • ,,. •·u~ • ... tllll 
n 7 ~\&aJ .. tala\ .. If I I ~' \ bM ..._ 
p~WN~W ,.._ o-.p1,etuc -~~ ~ 'r a\tltllllll fit tnr 
Oltftdal.a Ia "rn'nh. 1 -. ?' cotww, ~ ta .:tsr 
,_ilia\,_' Ilia~ In'**' .. seyta• tnr Ia 
11• 'n'•• 7llr ta"s zt, to a..,.nta •• ....,.Sa~ .U 'It'"' 1 
.,..,.hlo tw 1D\wl1ft 'r "- -n- .... ,, "-' ala Ia •••...., 
1Mb WUIIIJIII to dlao'wotllllT .. r-1T \hi iat-tlm Ia tboir 
poo-a•ca. I\ S.. alillrequMW \11&\ tbal.Mal..,. ttn•<ah ba 
wu-w te ......... Ia tw _._ ettono fit -• tw -. 6ot..._, 
\o clal.q ... trial •u.l. \be .._..... •• - .. ..,.uw • ...,. ~,._... 

( ....... , ........... Itt. 

I • ....,. fill b ~ I• 

IC a Ill. 10-Z-41 

(1.\oa 

-
Regraded Unclassified



:!XJr: 

seoretnry 
Stimson: 

?!Jo!Jr: 

S: 

~=~Jr: 

S: 

Jw.Jr: 

S: 

~Jr: 

S: 

V!Jr: 

S: 

i-JI.J r: 

S: 

:ll~Jr : 

~ : 

:;)!Jr: 

Hello. 

October 21, 19111 
}:41 p. a:. 

Henry , I've looked 1nto your case i n 
Hawa11. 

Yes. 

I find that the matter 1a in t he hands or 
the Federal Court there • ••.. 

~es . 

101. 

• ••.• and that the J udge Advocate there has 
no - nothing - no ottio1al ! unction t o oertorm 
at all. 

I see. 

I have telegraphed that - quoting the protest 
tha t you made to me abou t 1t, and eay that it's 
my desire - that lt 1 s my instructi ons that they 
do not interfere 1n any way in the fair trial 
or t ha t case. That I want Justice done. 

"</ell, thank you ao muoh. lole 've- we put • • • .. . 

I know ·~hat the situation there can be where 
the raclal question oomea ln. 

That's right. 

And I talked pretty Dutch to the J udge Advocate 
here about it. 

G:>od. 

I don't know how 1t may be done, but I hope ••..• 

·~ell , it I hear any more, I may take t he 
liberty or calling you. 

All right_. 

Thank you, Harry. 

Regraded Unclassified
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C.U•tlq tM .. , s 
b-oa Cut<ae, 1Ml 

~.t.c. 

o.tew a, lM1 

RDJlillf CBUI!ns CHLF COOl iL CIJS!'CMI .t.JI) JUD Mft!IQI 

CUSf\l,IS 1Qi.IICT SDTICI AJUliVIIIl JnnmJI al niiit.t 

CLIPPII fO ASCiiR!!D P'UU FACTS rtll liE U!W!DIIJG FJ.'W. 

SROOTIILG OF I.IiU'fi1Wit lillRf iK a. C(JIJIIIU.'f, U. S. IJDIJ, 

BY cu:.·~ OU!RD .JOHI L. YIUIII A! HOJIOUILlJ SIP"DD!II 

22, lMlo I SIWJ. 1PPil£Cllft 1lf .lSSI S AK)I YOU lU.T 

u w.E "ro nmm T<l 'rBIK. 

(laUlalel) • • I. • J~ • 

...., •• ,.~, lro 
S....tal7 of t» ~· 
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TO: Secretary Yorgenthau 
FROM: Mr. Gaston 

October 21, 1941. 

10:< 

Elmer Irey 118nt onr to see V:cReynolds toda;r b;r 
appoi~baen~, an? by my direction, in ord~r to clear up 
the s1tuahon nth respect to character 1nvestigations 
of Defense candidates. He was surprised to find present 
Ugo Carusi, Assistant to the Attorney General; Arthur 
Flemming, Civil Service Commissioner; and Lawson A. V:o7er 
and Mrs. licv:illin of the Civil Service Collllllis sion s taft. 

Caruai stated flatlY that Hoover desired to take 
over the investigations, leaving to us only the income 
tax check-ups and that this had the Attorne1 General's 
approval. He said the F.B.I. was unwilling to disclose 
its r ecorda to other agencies and that the F. B. I. had 
sole responsibil~ty for investigating loyaltf of candi­
dates. Irey responded that it was plainly impracticable 
to have two different field investigations by two differ­
ent agencies; that we did not ask for the responsibilit7 
of making these investigations and that we were willing 
to surrender it at any time when properly directed to do 
so. He mentioned some of the difficulties of getting 
adequate cooperation from the F.B.I. 

V:cReynolds said that he would 111' i te a memorand\111 
to the President ·recommending that the r esponsibili tr 
for the investigation& be transferred to the F.B. I. and 
that a duplicate list be supplied to us solely for the 
purpose of checking the income tax records. ;: 

j(! 
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~Jr: 

1111118111 
l~oReynolds: 

fi}IJr: 

:~o: 

r:l!Jr: 

Y.c: 

H)!Jr: 

lie: 

HMJr: 

Y.c: 

l!l!Jr: 

Me: 

l!l!Jr: 

lie: 

HMJr: 

P.J.:Jr: 

~lc: 

Hello. 

How do you do, sir? 

Hello, Mac. 

How are you reeling? 

October 21, 19~1 
~:35 '0 ••• 

On, a l i ttle cranky Just a t tne moment. Hov 
ere you? 

104 

Oh, a little cranky, too. You naven't !allen 
down i n any more airplanes, bave you? 

Not t or tne moment. 

Not t or t he moment? (Laugha) You scared me 
to deatn. Rae Mrs. Morgentnau permi tted you 
to go in the air again? 

Yeah - under muoh stricter regulations. 

( Laugne) I talked to - Rue 'llaesche told me 
about tnat, and I got scared all over agai n. 

Yeah. 

Listen. I've been talking t o Justice and 
Elmer about this - the investigation ot oeraonnel. 

Yea. 

And we've come 
take tne stutt 
b1li ty tor it. 

Yeah. 

to an arrangement by which they 
back and auume t ull respond­

That 1a the OEM grou!). 

But I'm writing a letter- or memorandum- to 
you t or the President's si gnature • •• .. 

Yeah. 

••••. releasing you trom tbe reeponei b111ty or 
doing ths t 1n accordance wi t b bls memor andum 
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JIIIJr: 

Mo: 

SMJr: 

Mo: 

BMJr : 

Mo: 

HMJr : 

llo: 

BMJr: 

Me: 

IIIIJr: 

Mo: 

HMJr: 

llo: 

HMJr: 

• -·-
of rebruai'J 28. 

Yeah. 

1 414Jl I t tbiDk U Rl fail' to fOil to uka all 
1ntonal ·U"NDD-nt tbat thil UUIII would be 
taken awq. 

1 1n sot to ban U 1n vrU1nc. 

You19a sot to ba9a 1t 1n V1'1Ung, an4 rou1
91 

sot to ban u fl'oe the ... , aouroe tbat 
aterte4 u. 
'ftla t 1 I l'leht• 

An4 1 tol:d tbe bofl tbe1 oouldll ' t bu4l1 a11 
1Dob 01' -.kl &llf Othel' &l'l'&III"IDt UDtll tblt 
waa Ilona. 

!bat'• J'lpt. 

Yea, we're on the war 
thllll 1 1 Ye sot 11 wbat 
tblt tba Prtl1dant ll&lL&o' 
to ae. 

'lhe oalJ 
D:a.<1141.1 told •• 

t ear anrUUDS 

Wall, 1 aend thea 091 1' tbll'l l vb&t 814411 
taU I H tile PrealdiD\ aa14o 11 DO SOOd v1 tb 

••• 
Yeah. Wall, fu tbat •Uer, neltbel' 1a U ¥1·-· 
Wbatt 

lle1tber 1a U w ••· 
leah. 

And to I'• pat\1111 U up, an4 1f - 1 waa aura 
rou iou14D1i obJeot •• 10111 u tbl Pl'ti141Dt 
autbor1sea the thins to be do~•· anq. •••• 

• 
'IIIIa\ ukea ro• think the Prt~141D'' • so1111 w 
alp l" 

• 
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IOIJr: 

Mo: 

HXJr: 

Mo: 

IIMJr : 

Mo: 

IDIJr: 

Mo: 

HMJrt 

Mo: 

BXJr: 

llo: 

~ .. 

-)-

I •••'' \lw l•n 1~ -.o .. u•u eip 
u. 
Well, 1f be waa\e \o eip 1\, 1\1 1 Jae• oae 
11 .. WI'I'Jo 

106 

Yeab, I lllloll14 ~ eo. An4 1f be doeen'• wu• 
\o e1111 1 '• vb1 I • pel'feour haPIIIr a'bou• 1 •· 
Bu\ tiler ooae \0 ae wlO lDI\11'\lOUOill tha\ w 
llloll14 do eo an4 10 'beoauee \lw PHeldln' ea14 
eo. low I'• f1111 w flll4 ou' Wibe\lwr \be 
Pree14en• tal eo. 

Vbo broup\ u to r out 

B1ddle oa11e4 •• b1ullt. 

I 111. It \be Pree1dln\ .an\1 to eliJI 1\, 1''' 
Jelte wlO H 1 llao. 

Yeah. · Well, I wae eure. I Jut\ .an\e4 ;roa \0 
know 'lfba' I •• do1lll on U. 

Well, I appreo1a•• nrr nob rov oa111q. 

'!'bank rou, elr. 

U wa1 ••rr pnUeaanlr of r•• 

tballk r ou. 

!bank rou. 

Goo4-br•· 

.. 
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ASSISTANT SI:CRETARY Of THE TRIASURY 

October 21, 1941. 

TO: SecretarJ ~rgenthau 
FRQ(: Jbo, G&eton 

~ra1 Waeache le aendlng •• 
o••r a cop7 of the Ia~ broadoaat of 
1aat Fridaf to ahipe ln the Paolfle, 
but he remeabera dlatinctlT that it 
pro•lded that all ehipa bound for 
V1adiyoetok ahou1d continue their 
•o7agee. 

-

J 
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TREASURY DEPARTMENT 

INTEJt OI'I'ICE COMMUNICATlON 
1.08 

OAT11 October 21, 1941 

TO 

-~ llr, 'l'hCIIPIOD 

Repl11Di to 7our -re.Ddua of t~, I 11&'1'1 obt&inod fl'(a 

th• au-eau of tho llint the !ollorlnc ncure• ohorlnc tho IWIII>er 

of tcaa o! Mt&la uaod in our coinac-· 'ftle ficure• ohown are !or 

tho !iee&l 7111"1 1940, 1941, aD4 ""-ted !or 1942· 

rot!$ OF I!Bt.U.S !!SIIJ) D! UIIDP stADS CX)!!!9' 

l'ieeal 
-"!!!- Silur Copptr Miqktl ~ lla 

1940 665 2,2)5 242 60 15 

l94l 1,220 4. 700 434 1)7 34 

1942, 1,525 5,875 542 171 4) 

eetiiD&tod 
&t 25% 
inereaee t onr l94l 
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.,, -u .. ... _. 
s.-u " .DILJ'MM:r0 
w.g;!l Pl'1.r1u ... 11M ane•u--...... 
liMlal U.Ultl ~l-0 
Jat:ll..-.. D, C, 

1C!l 

OCT 211941 

1 b.o ... ,.., letWJ' ot 0 ...... 17, 1941, 8Q&j;...,! • .._, • 

~ l.l.al ~._ - .U.Utoou.a ot - -~ t or ..,,_ 
... alkel 1a t.W ._.,,_ .. or - - _. "'" - i)£1 1 • 

1 .,..,... ~ ~ J:llNeto7 ot tu 111at to ~ 
at- llitll .,..., ... ""''w'M ._Uoa to ._.amlu _, -lie 
-. ~ -m• ~-~ .. Oftt~, .., .. o:..u•-
-.1" Mft to M ...,-.J.a to tOle U Itt nt eel Jli'O- ol .... Kieto 

!1M ~bl ·~ 'W woricl lli oL!Idv ~ lletu- - ... ~~- to 
MNt \lie lt•'fJ .,JJM&• •rot- Gal7 llrlt .. III'O&J'8Uo \IIOHtore, ' 

-... -u• ot alao:.l u4 .,11 .. , - 11e eqeuM •l'a. ' ""' 
.. rlM. ~t ~Yar, a. ll1a Me ... - ~UOD ... 
f l ... .:..t lleM1 •W - lie a....Utl!ltM fN elM\:relf\h ret1 ... 
ale...;. , ~ ww.:. I .......,.._ u..... 1a a evtou• ~ 

11 ,.,, .., ...,.. 1a tll• -'-' ot tk- oo! DO w1ll -

(lltn llllial&UOL All - u -.:r ""''••I te lleft - ~-
1 ~ .....,..., •• .._. 1a \lie ,_, 1- • • 1• ... ...,. ... lrollle 
la rl• o1 .... -..n-.-. 

r / •- • r: , l/IA 
! e.r . .. Ll . 

bs iletl8<'oRer f!P.. .... _ , 
~ - ~ , ..... 
I 
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-· .. 
111 , ........ ·-e\871 

lei•- h .... ta a le ..... ,,_ 117 . Wla, uhA 
O.t.)• 11, 19'11, (Ia IU.51~)112 ~le/151) , farwftial 
a ao\e hea _.. o..Mlaa lllalat• -' l..-lrbc ae .. U.. 
u\t fer U.. r....,uaa fill u-sau nlatln .. a -­
••ttoa ._..,_ 0..... -' _.. ~•• , ..... fer * 
... ,._ at .Uh \aatlaa. 

l\ h ..... U..t \lla ~ lltahtN' el Jl-• -' 
.-. Qaaleetea• at J- faa wlll,.. uh .. , .... -
\ o ..... ~~. ..... ta ·~· la\ .. part at on ....... -"­
, ... u-et.••• ""* -. ~au t.a o"- • Oe\a'lllr '· 
7, ...,. 1 • .a...ru .. J¥, 1.1 -••• .. tiM ...,rae • .._ 
u ..... \lla u-•t.•••· ... llleaU '"'".. •• .. 
tvt)er soa•t.t-uaa at _.. ,...,., .. -•"'• • 
0.\a\• tT, 19'11, ta ._ INN at laa ~· -· .__ af Jat...-1 ... _, lla*l ...... D. o. 

It_}¥,_. • .. ._., .... ,. ....... , . . ......,.., ... ~ 
'IIIIa laara\ar)' at 1\a\1 

'llaalot .... a, 11, 0 . 
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October 21, 1941 

I n accot•uance with your request or Oct ober 20, 1941, 
ther e are submitted for your information data on income and 
?rofits taxes pai d by indiv iduals and cor, oratione in the 
Unlted States, Great Britai n, and Canada. 

1. I ncome caxes on individuals 

In the United Sta tes i ndividuals are sub ject to one 
Fe~er•l income t~' which includes the normal tax and surtex . 
: nco:e caxee are also im?osed by 31 Sta tes , the Di stri ct or 
C?lumbla, and the city of Philadelphia . 

In Great 9ri~a1n as in the United States individuals 
&i ot.e i nco:ne t ax which includes t he i ncome tax and surtax. 

I n Cenada individuals pay two nat i onal i ncome taxes, 
the lncome tax oroper which i ncludes the i ncome tax and the 
fur t ex on i nvest l'lent income and the National Defence Tax 
>'hlch is coll ected at aource. Income taxes ere also i mlloeed 
t:y 6 province& . 

As shown in Table 1, the individual income tax ie lower 
i n the United Sta tes than it 1s in Great Br1te!n or Csnada. 
For eYem·le, for a married man ~ith no de pendents and a net 
1ncoa of e~ ,000, the i ncome tax (includine the New York State 
tex) i s S~Oo in the United States, $1,555 (before post-war 
creii t ) 1n Great Britain and $1,000 i n Canada; that i£, the 
n=erlc~n inco~e tax at thie level of i ncome is approxi~tely 
~ne-fifth of the British t~x and two-fifths or the Canadian. 

2. Income taxes on corporations 

I n the United Statee corporations pay an inco~e •a.x, a 
sur~~x , ~nd an excess orofite t ax . Corpor etion tnco~e taxes 
arc >l6o 1m~oped in 32. Sta tee and the District of Columbia. 

In Gr~at Britain coroore tiona ?BY an i ncome tax and 
eithe r the ~at ional Defence Contribut i on or the excess profits 
tTL>~, ·.,•n1 chtver 1 s gr eater. 

• 
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In Canada corpora tions pay an income tax and an excess 
~rofits tax. I n aQdition taxes are imoosed by 5 provinces . 

Ae shown i n Table 2, the i ncome tax rate in t he United 
Ststee (combining the Federal and New York State rat es) ie 
35 percent . The minimum British tax i s 55 percent (50 per­
cent income t ax and 5 percent National Defence Contribution) . 
Er1ti&h corpora t i ons me.y re i mburse themRelves •Nlth r espect 
to the income tax when d i Etributing earnin~s to shareholders 
and are, therefore, merely the wi thholding-a :ente wi th respect 
t~ the standard rate of 50 percent on d ividends . The minim~ 
rete of income ta x in Canada 1s ~ percent (lS percent income 
tax and 22 percent minimum excess prof i tR tax) . 

The United States excess profits tax rates range !rom 
}5 per cent to 60 percent on e xcess profi ts in excess or (a) 
a credit of 95 percent of average earnings tor 1936-1939, or 
5 percent on the f i r s t $5,000 , 000 ot inve s ted capi tal and 
7 ~ercent on t he balance, whicnever is gr eater, and (b) a 
specific exempti on of $5,000 . Tbe British excess profi t s tax 
1e i mposed at the rate of 100 percent on orof1 ts in excess o! 
averfge profits with a mi nimum t ax equal to 5 percent of net 
1ncone , Under the Finance Act of 19~1 . provisi on ie made t o 
credit 20 percent of the net amount of excess profits tax 
pa1d by every concern and to refund such amount after the war. 
The Canadian excess pr ofits tax is 75 percent of profits in 
exceas of average profi ts, with a minimum tax equal to 22 
?frcent or net income . 

}. Social security taxes 

In addi tion t o i ncome taxes sociel security taxes are 
collected from e~oloyees and employers in the United States 
rnd Great Britai n. I n the United K1 nedom the acount of tax 
payable depends upon employees' age and sex gnd not upon the 
a:ount of eernin~s . The Dominion of Canada im~oses no social 
security texes but does maintain a volunt~ry ~~nuitY &ystem. 
Provinci al texee tor soci al work purpoeee such as, for example, 
the hoep1tal t ax i n Quebec are also i mposed . This tex is 5 
percent of the sale orice of meals if such prtee is 35 cents 
or more . The procedes of thi P tax are devoted to the maintenance 
or chAritable hospital fac111ties . 
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Co;~1eon or preeent 1nd1v1dual 1 
1 1 • 1 "' noo:e t u ea ln United st~ teo 
nc ~~ ng "'ev York Stat e ) , Gr~at Brltain •• 4 ~· Cat!Ma ! ' 

:.:ar r1e4 p~reon • no dependent• 

- - -: -u·~ ! tea stat••••;::;.~n~~~~~!fi~t~l~~r::;;;;;:::--::::-:-:--:~--v r eat :r a n )/ 
c:o c ~/ : (1 nclt:c1lng: Te.x (Cefore 'oct- w:..r - ; Poat-v&.r 

_ _ • - .1.2:" Yor'< Stote) orod l!L!:/_ _,_:..;o,r:::e:!:de!l~t-~~/!_i __ c_an_•_~_•_~_; _ _ 

A. Amounta or t ox 

e .~ 
~1 
76 

112 
127 
111} 
160 
227 
Z6o 
260 
26o 
260 

a. E~~eetlve rate • o! t ax 

~ 95 
175 
275 uoo 

1,000 
3 ,0!0 

2~ . 965 
El , t75 

371,oli5 

; .9% 
a.s 

11.0 
1 } . } 
20 .0 
) 0 . & 
5}.9 
bl .9 
~7 . 1 

:J X!-·.L • rr.e4 lnco:<e aOEume4 . 1!11110 or coq>Utatl~n: ror Cnlte4 Sta tes lllever.ue Act or 
1;-1) e1rned. tnco:e cre41t 1~ (cax!mu= 31,~) and pereonal exe~~t1cn $1, ~00: ~or 
:,~ 1•rk (Co~sol14ate4 ~w~ , CrAp . 60, Art. 16) no oern~ 1nco:e credit. p;rao~l ex-
c~ .. t~ "' .... Z,5.,.,; tor Gr at 2 r1tE:.!n, (Finance Act, 1941) earned. t nco::.c c.r~41t 1~ (u..xt­
tu. . ~) an4 cerao.1•l to7e:.pt1on ~5eo . For Cena'a (I nco e •a.r 1'ax Act o!' 194ll t nco.:.t e 
~ to !~,co~ arauae4 to be e~ed ani 1neo:e1 of :or than ~J,,OJO a!•u:ed to 1nclu4t 

ur.-. ... l~~eo o or tl'iJ' t ..:ount an<i a-d.i !tlonal tr.v,.c~ent ·nco-e to ;ele uc tt..P totll, cx-
c-~ tl~n o: ~1 , 5,0 ror ~urpose of aurt~ on 'nveetetnt t nco;e end ee~eonil exe~ctlor. 
.1 , ;~ . !ht Br1t1th eUrtnx r 1 t e E ~ applle1blt to total 1nco~~ be: ore ~erco~~ ex-
t. t.~n rr.d oredlt tor dependente and •earned Lnco:o• eredlt , the Un1teC Stete• curtcx 
r~ ~tc tp~l¥ af t er ~~~uc tlon or pertonal exe=pt1on and ora41t tor ~epe~dr~ta, ~ut t etort 

~: ~r~~:~::c~:~;r:r::~!~ti~~sc~~;n~~~t:ur~~~~:~~;ir!r.~n!~r~~r.!~v::!:~~io~~cot~der the 
;:lw 'Lor !\ law , tl".o r'e4er&l 1.neo .~e tex 11 not allowed. 01 11 ( eduo t 1on i n c:o:::pu t tn& no t 1n­
co~t , v~e rea• under the Federal law , Stat e l ncome taxet ero allowed ts deduet 1onc l n 
arr1v1n o.t not l ncou . 

~~ Pound conve rt,~ at $~.00 . 
~ ~n~er the Finance Act ot 19~1 the ,erao~al a1lowence or ~rrled ,ereont "'"P reduced rroa 

~7J to *l~O , and ~or ,lngl e oerao~a r r om LlOO to .ao. The ~xemptlon 11~1t va• decreated 
r ro& l.l20 to ~10 on·l • earned . l neo:ae• c re41t W/'\1 reduced from 16-2/J~ with • » ximwa 
credit or ~50 to 10~ with 4 =a~tmum credi t or ~50 . A ayrte& or t oreed ~avlng vp1 i n­
tro~uceJ. Tht ~av1ng 11 the d1:rerenee between t t • taT. eo~uted on tt~ ~ts~s or (a) the 
old peracn&l exempt ion• and cred1t e and (b) th~ nev tTeaptlon• and e~4l tl -"4 11 to bt 
rrpat4 to the tu.p.t7er aft er t l".e var . 'rhlt ")()lt- va.r ore41 t l a l 1a1ted ae ro t lovt : ( a) 
earr.e4 lr.coco ~ (12110) r or a o1f18l• peroon an<\ Wi5 (S260) ror a =-.rr1• 4 peroon; lb) 
1:w lt%tnt 1 •• co:.e 1.10 ('3~?~ tor e c!ngl e ~rton &."\4 1..15 U;~'} for • :.l!"r!e::! ':)1:"10~ • 

.... Jl'"'!.~.tor. • xe t only . Includee d e t e nt e tax . 

~·.:----'?> __..,. ___ ........... ·- Regraded Unclassified



Table 2 

Oompar ieon or present corporation income and exoeee 
pro!ite taxee 1n the United Statee (inoluding Mew York 

State), Great Britain, and Canada. 

lDOOIII tax 

111111awa under 
exous pro!1te 
blt 

fetal ioeoae tax 

&xoua prot1ta tax 

United Statee : 
: (including 1 
:Hew Iork State) ; 

35~ !I 
( tor corporation• 
with noraal tax 
net 1nooaee ot aore 
than 125,000) 

Great Britain 

5 

55~Y 

Cana4a 

l~ (~tor 
oorporauone 
t111ng oon­
aol1dated 
return a) 

22 

75~ ot exoeee 
prot1te 5I or 
2~ of net 111-
ooae wl!.1ohe?er 

• 

100~ ot exoe .. 
pro!i te .!V or 5~ 
or net 1Dooae 
wh1oha?er 1a 
greater ia greater ' 

freuu.r:r Department, Di•h1on ot Tax Ruearob Oot obir 21, 1941 

!I Includee l'ederal no~ tax or 24~, eurtax or 7~ and Hew York State 

hx ot 6~. The llew York tax 1e allowed ae a deduouon 1n detenUll11111~ 

11et income aubJeot t o Federal noru.l and eurtax. The t otal rata, 

whan thle deduction ia oona1dered, can not exceed 35~· 
Zl !he corporation N)' re1aburee 1t .. l! t or t he tax wl!.en 41etr1but1ng 

earn1nga to ahareholdera. The corporation t heref ore ia aerel:r the 

w1thhold1ng agent with raepeot to the etandard rate o! 50~ on 

d1~1dende 
J/ The exoue protue tax 1e ~eed u graduated ratee on exoe .. protlh 

net income 1n eaoeae or (a) a credit ot 95~ of the •~•rage earo1nge 

for 1936-1939 or S~ on the t1ret $5,000, 000 ot 1D~eeted oap1tal and 

7~ on the ba1anoe, wl!.1oh.enr 1e greater and (b) a epeo1t1o exe~~pUon 

ot t 5, 000. lew Iork State tapo .. e no exoa .. pro!ite tax. 

1' The exoe .. prot1te tax 1e tapoeed on the exoaee of prot1te ot the 

taxable :rear c• er protite t or 1935, 1936, the a•erage or 1935 and 

1937 or the •••ras• or 1936 and l.937. UDder the Finance .lot ot 
1911-l, 20. ot t he net aaount or exoaee prot1h tax pald b;r enr:r 

oonoern (attar deduc ting eA1 rep~ent on aooount or def1o1eno1ee) 

h treated u a ored1t t o be refunded t o the taxpa:rer attar the 

war at euoh date •• Parl1aaent aa:r detera1De. 
The exoeea protite tax ia 1apoeed on exoeee prot1te net 1nooae in 

exoeee or the a•erage profits t or 1936-39· 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATI ON 

to Socrotary Uorgenthau 

••ow ViJicent F. Callahan 

123 

DATE October 21 , 1941 

111th regard to :your "*""randum or October 21st M\dng 

it the farm announ~..,nt.s of the tre.sury Depart...nt were cleared 

with the Department or Agriculture , I wbh to advise that we ~.ave 

not checked the !ann announcements with the Department or Agriculture . 

llowever, arrangements are being made to chock all future announcements 

·•Uh them. 

For your information the !am announcements were written 

by several elq)Or ienced farm directors or radio stations in the 

JJ.iddle 7/est . These men are actively engaged in broadcasting to 

ra"""rs every da:y. 
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TREASURY DEPARTMENT 

INTER OI"FFCE COMMUNICATION 

DA~tober 21, lMl 

to George Bau 

,.oM Seoreta17 )(orgenthau 

I wish 7ou would find out whether there ie &nJ war 
of our le&l'lling whoa the real 1peoulatore han been 
recentl7 in cotton, whtat, lard and eou of the other 
co .. oditi e•· I aa reall7 intere•ted. 

I wl•h 70u would talk to eo.ebod7 in Secret&17 
l ickard' e office. I think lt would be Te17 intere1ting 
if we could find out whoa thel8 people are because I 
feel that the speculation hu had a lot to do with the 
price rise. Let ae know about it u 1oon u po1eible. 

Regraded Unclassified



EYer:r trader 1n the tutur .. aarlr.eU tor the tollo'W1ag 
oolllllod1t1ee, h&Y1Dg a poa1t1on 1n &li.J ODe tutlll'e 1n &li.J one 
aarket equal to or greater thaD the l1a1t aent1oned aaet 
report to the OoaoditJ bohaDge A4a1n1etrat1on ud7 (or 
whenenr an:r ohange 1n h11 poa1t1on 11 aade). 

couod1t7 

Wheat 
Corn 
oat• 
Barle:r 
117• 
P'l&Xeeed 
So:rbeau 
Butter 
Egg• 
Potatoee 
Lard 
Cottonseed o11 
So:rbean oil 
Cotton 
Oottonaeed aeal 
So:rbean aeal 
Mill teeda 
Wool tope 

200,000 buehele 
I I 

I I 

I I 

I I 

I I 

I I 

2~ oar;ou 
I I 

250 ,000 pound• 
,oo,ooo : 

5,000 balee 
1,000 tone 
1 ,000 I 

1,000 I 

125,000 pound• 

In add1t1on to the abOYa ooaaod1t1ea, the Coaaod1t:r 
Exchange Ada1n1etrat1on haa e1a1lar author1tJ oYer oerta1n 
other oo .. od1t1ea 1n vh1oh there 1• at preeent no tuturea 
trading, naael7, r1oe, grain aorgbuaa, tallow, oottoneeed, 
peanuts, and peanut o11. 

123-6 
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THE BRITIS H SUPPLY COUNCIL IN NORTH AMERICA 

BOX &10 

TO.J[ PHOf'CI IUtrueuc 1110 
WA.HIH4TOH, D. C. 

October 21, 1941 

lle&r L!r. Lorgenthau:-

lly colleagues, llbo biln jut returned !roa 

an interesting and delightful interlude in ,our little 

t heatre, wish to join their hearty thanks and appreciation 

with mine !or your kindneee in giving them thia opportunity 

o! seeing two fascinating !Uma, "Tho Bomber" and "Revolt 

in Norwa,y". 

Ioura sincerely 

The Hon. Henry Uorgenthau, Jr., 
Secretary of the Treasury o! the U.S . 
'olaehington, D.C. 

Chainnan 

124 
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..- Sunanogur .'frtt • . • 

N(vtYOAK --~~lU' )!ou"" 

Bon. Henry V.Or fl8nthau , Jr . 
Tre•oury ller-r t mont 
s,.shin~ton, o.c . 

4 0 W[$T 60 Sl"U.T 
..-t.- «-C•·.._...,._ 

Ootober 21 ,1941 , 

~ heartfelt thanka for your t'1ne word ftbout Juatieo 
cnndeh, w!IJ. eh we ohel1 be r;lad to publiah. I have not soon 
you Iince tho day that Brandeis apoko of you to 100 in to,.,.. 

0~ hij\ appreciation . It rejoic .. J:V heart to heftr hl10 
ot yoo ao he cl1d, I Ul zratoful to you tor h"rlnt a&id 
done thin::• ""ioh broue)lt eol>foi't to hb ~ro,.t 1\oart:;,---=~~~t\.., ....... 

. . YJ D • 

• 
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11101 V IIT-ET N . W . 

WMHl NCITOH, D. C . 

The l!onorablo 
• c ~ecretary of the Treasury 
"••t lnr;tcn , o. C. 

~o~r r. se~retary s 

Oetober 21. 1941 

l'he chengea wbicb bave been takl.n' place in t.;o l'••t 

!'t'l •eeka in the Far Ee.stern front aM the enormous i:ltportanee 

of , revontin& Japan frao stabbin& Ru uia 1n tho back while aho 

tect a Verm&ny in Europe have raised new problema in the oper a-

t iona or "China Defense Supplies 11
, about which J would like to 

h••• tho ~uidanco of tho President . 

Juat as appointments for diplomatic ropreaentativea 

trf Grranr ed on the advice of the Secr etary ot State , l under-

stand it wi ll be proper for • technical roproaentati•e such as 

lt:.'lllf to be introduced for a peraonel int.rYlew Of this iopor -

t&nce tt-.rou&}l the Secret&ry of the ireaaury. : h.a•o had lndi · 

octiona ~hot the President would be willinr to ••e me ot thi s 

tloe . 3ut becauee I wish to make aure that I act in accordance 

T.\th the procedure indicated , I am o.pplyin& to you for the 

courtesy of Arransin& $D appointmont as enrly th1e week as poa-

dblo . 

Reopeotfully yours, 

P~~ 
: . v . Soonc 

\ 
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........ 11. 1,_ ..... 
I. I . IILl 

'· 

n-..a .. -.u .... -. .... , ._., ,, . _.
111 

.,.,_,._.._Ius', IIU, 

M,.. I '1 .,_- .. iiCClCt U MtuMI .. 'II .. lllldllJI 

Jill 7 • u __ ......... •• .. • "- - .. -.a&u. ........ 

» * ,_. le - zltl._, II WIM'II I .._ ... Me urtr ' 1e 

''""· ... .._ .. _ ...... ...,.u .. llu ••- ,...,. 

au a •• • _.. • ... •- ....... *' ....... ,, •• .,,.. ·-· ......... . 

\ 
'D i da-lap-10/21/~l-2 

Regraded Unclassified



Tt::LEGRJJJ S£liT 

? ., .. Gi:AY 

OctobEr 21 , 1Q41 

10 p . nt , 

AI!El.:Di.SSY, 

CHllliGXING V!l. 11 , !'! , 

246 . 

POR FO.' FRO:A OlD~. s.::cr.>:T • .RY SELL . 

".'.s you r!llltmbEr ?rc:c ·.t~.3 to c.s31st in 

cstr.bliahing the r.ccountinG procedure in conl'ltc­

tion Hith thE opcr r.ticn3 or thE Stc.bilizt!tio:l 

F\ln<l . :.s the F'und i s nort :tct:i.v cly opcrc.ting I 

':\~oumc th~.t his ;>.ssi;;nr.ttnt in completed. .'.• 

rrcaE is no\1 nEEd Ed i"lErl: in i;hc TrE:.::mt'Y I :-;u.:;-

~cot th~.t c..rrc.n3E.1Ent 3 be m:'.dc so th"'t he em 

.•cturn t o t'li:: c ou:>i;ry with Cochr~ or oooncr , 

3cc t r q;:-r d::. . " 

rro: .. L. 
.1>:\"CL (FL), 

128 
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I• repll r of or to 
rr ;v 893·51/7323 

October 21, 1941 

'l!be SocrotaJ7 of State preauto bio eocapl!Joenh to tho 

Honorable tho Socretarr of t ho ! ro&ourT and trenoalta horo-

vith tin copies of the paraphraoa of tolocru no. 4o4, c!Lted 

october 9. 1941, t r OIS tho A::or1C&A Conoulata O.noral at !!Oil& 

KoD& concarnlng the r eport b7 tho s t ablll:atlon Board of i t a 

ttato=ont o! operctlono for tho period, 1uauot lS to septe=ber 

}0. 

Encloouros 

Yo. 4o4, October 9, 1941, 
from BoD& XOD&· 

• 
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Corroctl4 Copr 

FiOMt J.merican CoDIUl.ate Oo110ral, ROll& 11:011&· 

DA!E& Oct ober 9 , 1941, 5 p.m. 

l!O. I 4()4. 

Thll l'OLLO\IDIG IS Ill STRIC'l! CObi'IDE!IO:E TO TRI: :n'1:!m!'AI!T or 

-.m: ~ l'l!:J( :rox. 

It 1o desired br the StabUhat1on Board of the a11esblr 

pe.r1od frO!II the 18th of J.~t to tho 30th of Soptonber, hal 

boon drafted and that the :Board 1o nov rOT1evill& 1 t . Thio 

ot attQent 11111 be oo11t 011 the 111xt Clipper. In th• ~oantiee. 

the :Board v1abeo to make the tolloving report for rour 

cont1deDt ial 111for.oat1oD: 

APPLICA!IOIIS 

$ 3o755,SS1 
b,S94,108 

p<nU>da otorlill&- 224,291 
pound• oterlill& - 913, bb5 

The aboYo meoaace 1a a parephraal o! tho or1s1nal one. 

la>L 

l'rtYOL 

-" . . 

. 
• 
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a.ore...-, of lkto, 

YaalliqWa. 

1113, Ooto'Mr 17, a •·•• 

............ 't'la .... 

laW O.to* 17, 1~ 

.... ,u .... 

!1M •'b&ee:r .. l'Melftl • ~ .... - .... fro. tlla 

IUnleter tor 7orelp .utalre *ilia n.la .Uetea\~ u tollonl 

-•.u the requet ·ot \he Olll••• eo.,..._, the .&Mrlou loren-

••nt !lao tro•• \118 oapl\al of \118 o.,.,.._,..,. people of OIISM 

b \he ~tot lkwa. hr tll\ve r•UtouM of \118 Olllu11 0... 

, ... , \be OIW>III loft.-\ llal ... tlD4 fov prbalplle U f11lonl 

(0...) !be rnlU.,..•• et ~- relll•t• at fti'10U loaallU11 

abroeA lbal.l be aonoctratol 1ll u4 b.eD4114 'b7 the Octral lllllllt of 

Chillal 

( 'ho) !be O•\ral hill< of OIW>a-a\~ e)fOIIl oa•hlloa 

the Juk of Olllaa, lull: of OO•a -aJILt••Uoae, or Janoer1 e leak of Oll1u 

u 1h .,. ... , biUika, a\ u ~ball ao..t.111oa o~ oae eca' '~oak ~ 

localiV! 

(!brei) lla'l1ac ob\a111.14 \be peN111loa of tlla Onirallllllllt of 

OII1M aliA \he OOJtO&n-• of t11a ato-\10&14 .,.a\ '-lee, tlla '-lee 

orico'nell;r b.eD4J.lq rnl\k&Oie of Olllull OftreiU, _.. IIPPlloa\lea 

• !ble tolecna h a oarreoUoa of ...... •· ~1~ froa ,_.,....,, 
4atot October 7, 1,_.1. 
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t o 4o oo bll\ ahall P«f tho local CUITIIlOioo roeoiftd \o \he 

I&'IDt b&Dita c0111:11aa1oM4 ~ tho Coa\ral !aDk of Cllta.a &114 

tho""'"' b&Dita ohall credU \llo UOUDh (?) Con\ral li&Dk'o 

account: u4, 

(Jour) 1'ho equh alen\ in local l oader ao\ oo ohal.l ~ 

roilbllrood lV till Ce ntral lla4lt of ChiD& t o tho roailtiDC 

b6Dka tllrollcll \Ill c.,..,ioeioaed ocoat buka. 

1'ho kDic of China at In T orll: aad \he llaall: of Coo.unt­

cationo at lluila !loft be en e ... 1oo1ono4 ocoa\ 'benlco for 

133 

the Al:lerieaa continent and \ lle Ph111pp1D.e bl&Dde roopoe\1Toq. 0 

The IU.aio\ey roqueoh Ula\ \he appropriate AMriean 

autlloritieo ~ 1aforme4 of \he forocoiDC 1D or der Ulat \lley 

u.v be "'ole to aoaiat 1D the motter. 

IIPL 

Co~:bJ110-21-4l:ell 

(loi.USS 

Regraded Unclassified



I 
a 

( 

l'IIOIII 

PAlW'l!lU.S:: or 'll:LmlWI R!:OZI'n:n 

.uGRICI.ll co:>sm., sauro~U.I 

S.Cretar;r of Sbte, •ohis:cton 

October 21, 1941 , 5 p, a , 

)(0, 1 15~3 

A 11n1 t ed Pre oo deepe.t ch fro• Wachington 1nc!1catin& th&t 

&I a reault ot r·ecent contereDOe bet,..D Chl ueae and AmeriC&D 

~nd Br1 t1oh f1DaDC1al r cpre aontat iTaa Chinaaa currenc;r a t 

Sh••sh-"' ... 7 nc l oDger be supported by Stabilimtion :Board 

134. 

c!ioturbad Shanghai yeat erday. 11!11la c!itcrac!itlnc tho report 

with ito i.lopl1ed l.clline:>t application, Ohineoo bankero expreaao4 

belief that nballc!on::>C!'t of official oxch&nce would not bo 

a4'<hablo under present Far Eaot cirow111tancoo, Such action 

t hoy bolion 110uld promptl;r reou.lt in J apanece or ::&nld.ng 

autboritic o placing Shanghai foreisn trade under complete control 

perh&po inati tuting for foreign trade oocothing alcin to barter 

ayeteo. If' auch action were not taken t:1 th reprd t 'l icport 

incroaot graaU:r altholl&h aubatantW lillitationa would be !>ro-

•idld b;r offoctiTe e.port controlo in foreign countrioa. 

It would ob'ri oual:r be ver:r d11'!1cult f or r ='dng or Jepaneae 

ro,;ttl4 ~o effect ~DY i !Oltec!iate c!iaplac•ent with their own fiat 

currene1ee oring to the enor-moue •olu»t of Chinese natior.al 

currency in ci rculation in Shanghai foreicn controlled areao Md 

eaat ( t) r egion. ':'he l:ankint: rogil>o would probably a.nnounco 

••• er3.t'l.CI of pari ty between the Chine•• ne.t iocal curreccy e.nd 

the 
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u4 Fiati.JI& IMllUI- IMn ..U 'llo oooeJ-Uoa ~ ...._ 
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TREASURY DEPARTMENT 137 
INTEIH>I'l'IC'E COMMU N ICATION 

DAT & October 21, 1941 

TO CO N Fl D E r~ TIAL 
, .ow ~r. Dittrich 

&eclotored ot orl!ng trenoact!ono of the reporting bonko vere ao t ollovo1 

Sol d to co..,ercial concenll J.51 ,000 
Purchaoed from cOSMercial concerno J.l4,ooo 

0p10 :o.trl:ot otorling wao a&ain quoted c.t 4.0}-1/2, end there were no ... 
~orte4 t raceactiooa. 

In t ev Tor ic::, cloaio.& quotatioo.t for the fore1p cu.rreoc1ea liated belov 

~ere ~· !ol l ovaa 

cenadian dollar 
~rgentine peoo {free) 
Bra•il!~ m1lre1t (!reo) 
Coloeblan peoo 
Mexican peoo 
u~an peao (tr ee) 
Venezuelan boliTar 
Oube.n peao 

ll-1/~ dlocount 
. 2}70 
.osos 
·5775 
.2070 
. 4050 
, 2650 
l/fl/o diocoun t 

·; e told. $20,000, 000 In gold to the Swill llntlono.l llr.nl<, which vas ad~ed to 
~ ts tt'rcar"'td atJeount. 

~o otv sol d •n&acements were reported. 

In London, both opot and forward oilTor vert aca!n pricecl at 2}-1/24, 
••:Unltnt t o 42.6?;. 

!ho ? roaoury '• purchao~ pr ice for for eiCD oilTtr vao unchanged at 35¢· 
o&nO¥ and Raroan'• eettlement pr ice tor for~l£n ollTtr vao aloo unchan$0d et 
3"-3/4#. 

•;o 1111to no o1lnr purchallo t od&T· 

Tho lecleral Rooerve Bank'• r eport of October 15, llotift$ dapoolto of bonk• 
l o Ao1& wi th tbl New York egencleo or Japan••• b&Dko, •bowed thot ouch depooit o 
t otalod $57.741,000 , an lncreaoe of $155,000 olnoe Octobrr S. &loo reported vtre 
>olectod lte~• fro= tba otate~ent of the Yokohama Specie »~'• Nov Yorz Agonct. 
•hlch rovulecl no appreciable chang••· 

I 

• 

' 
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!bt report of Oct ober 15, :roco1 ... <1 from t ho Jdoral !ooorn ]lank of !lev 
york, ,tdn& foroicn oxebaJ>Co poc1t1ono or buko and banlcoro 111 ito 41otr1ct, 
renalod tllot tho total pooit1on of all c01111tr1ea v~o abort the e'l\liTO.lont of 
$} ,591,000. a docroaoo of $295,000 in tho ohort poo1t1on oinco october s . !lot 
cbOil!tl vere ao !ollovo1 

cow> try Short Pco1t1on Short Poo1t1on Olw>&o 1n 
october 8 Ootobor 15 Short Pcoi t1on• 

E.DPazol•• • 8}1,000 (Long) $1,1!.7,000 (Loac) - $}}!.,000 

i'llr'OPI 2,5]0,000 2 ,1165,000 - 105,000 

'audo 
191,000 (Loac) 32,000 (Loac) • 159,000 

l,&tln .aaerica U,OOO (Lon&) 51, 000 + !.2,000 

J~ 314,000 351,000 .. 37,000 
Other Aoia 2 ,115,000 1 ,979.000 - 13E>,ooo 

lll othero 80 ,000 (Lon&) 5b, 000 (LOIIC) • 24, 000 

total $3.88!.,000 $3.591,000 - $295.000 

•pluo o1C1' ( +) 1nd1catoo inere11oo 1n oho:rt pooition, or docroaoo in long poo1t1on. 

Uinuo olg~~(-) indicat oo docroaoe 1n ollort poo1t1on, or incro~•• in long pooit\on. 

u oombinod poo1t1on in roshtorod and open market oterliiiC• 

CO N FIDENT L~L 
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RBS'IRICT&D 

G-2/2657-22.0; No. 524 11.1.0., W.O. ll:OO A.ll. , October 21, 1941 

Sm.tATION REPORT 

1. Eastern Theater . 

Gt-ound: Intoroation 1a lacking on the progreso ot l:lilitarT 
operationsCiilt:iie Central Front. German ar110rod units appear to be 
pahitiB &fainst strong l!u$s1an tort1t1cations north , west and south 
ot l:Oscow. The mass or the German 1nt1t1tr1 has not ;yet closed up 
on their armored divisions. 

South or Kharkov, the German High Col:lll&DCI claims 
the capture o! Stalino, 100 ..Ues northwest or Rootov. 

German troops have gained a ! ootinB on the island 
or Daeoe . 

U. ~·/estern Theater. 

Air: The British Air L!ini~try conmunl.que ela.i.med heavy 
action against Br~n, : lilbelmshaven and Duden, and other parts ot 
northwest German,y during last night. There was da.Yli&ht action 
over France but weather conditions li.al.1ted the action. 

No German activity has been reported for thia thea-
ter last night. 

111. lliddle Ea.stern Theater. 

Air: British sources aclm1t another bod>ing o! Tobruk, 
but clair4 illective action against AXis shipping in tho llediterra­
naan and tho bomb1~ of Combo and Licata, in SicilY, and Benghazi, 
in Libya. 

RESTRICTill 
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?:tesent : 

i:.::.Jr: 

l.J- • .. bite 
!.:r . Gast on 
!.:r . Bell 
~:r . Blough 
~. Tho:upson 
J.:r . Sch.-:arz 
J.:r . Sullivan 
~.lr . Foley 
JJr . Kuhn 
J.:r. Haas 
J.!r . !.:orris 
!.'.rs. Klotz 

October 22, 1941 
9 :30 a .m. 

140 

After the meetint; I 17ould like r.:r. Bell and 
Thoopson and Urs . Klotz to sta7. 

Herbert? 

I have a memorandum hero about a visit of 
Eber Irq to !!cRe:fllolds yesterdD.;r. .le 
decided tnat that patter of investigations 
,·;as really e os.tter that r;as up to the 
r.blte House to decide, o.nd I asked hi.D to go 
over o.nd see l.!cReynolds. ·,.'hen he l':ent over 
there he found that J.:oReynolds had Tiith him 
Co.rusi and a delegation fron the Civil Ser-
vice Commission . Carusi said flatly that 
Hoover l'mnted to take over those defense 
persmL~el investiso.tions because he did not 
rmnt to reveal his records to any other agency, 
and he thought there ou~! not to be tuo different 
field investigations . er Ire;r agreed 
t~at there ouGht not t o be two 

•Jf't' 
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F. J' .Jr : 

7ho:tpson: 

<:aston: 

P. ." . Jr : 
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di~fere~t [ield.investig~tl.ons, and we were 
qut t e Wl ~llng , lf the Wh~ te J:l.ouse wished 
to take tt back from us - that it wasn ' t 
at our request that we took it , nnd we were 
perfectly agreeable to whatever the l'•hite 
House decided . 

The upshot of the meeting was that Me Re711olds 
said he would write a memorandum to the 
President reco~ending that the invest igations 
be turned back to the FPI and that we 
would have duplicate lists for checking 
incone taxes only. That is the way the 
thing stands . 

That i sn't what t!r . - the At tontey General 
told me . 

No . His proposal was that Llmer Irey inves­
tigate everything but loyalty and subversive 
acti vi ty, but I think that v;ould hAve been 
impossi ble to do. 

lhat isn't v:hat he told me . 

Uo . 

They had chanbed positions an~ - ~ell , . in 
the first place we were surprtsed to ftnd 
they were there . In the second place, 
t hey bad changed posi tions . They wanted 
to take the whole thing back again. I 
think Elmer was right . I think our only 
position could re that we didn ' t ask for the 
s tuff, and if the Vo'hi te House wants to take 
it back, let them take it back. 

I f you were me, Ed , would you call up 
Francis Bi ddle and just let him kn?w t~at he 
w~ sn' t being straightforw•rd on th1s '11th 
me, or would you let it go? 

• 
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I would let it ride, 

).!eReynol ds called me up himself to tell me 
what he vras doine. He didn 't want to do i t 
unless it was agreeable to me . 
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Did he? I am glad of that. 

So I know Rll about it . I told ~cReynolds 
last night as far as I was concerned, 
r.hatever the President wanted nas agreeable 
to me, and the less outside things I have to 
fool with, the better . 

That is exactly the position Elmer took. 

He called me up last night. 

The Attorney General has also written 
rou that he is going to undertake the 
1nvestigations of employees of all branches of 
the Gover!ll:lent who are members of subversive 
or~anizations and the investigations will be 
un~ertaken without notice to the heads of the agencies 
or the departnents concerned. After the i3vest­
igations are cocpleted, a factual report will 
be sent to the head of each agency or departcent 
nithout rec<Eilllendation, and he v1ould like to 
know what action is taken . He stated the 
President approved the olan, and State . I think 
you will go along with ~hat . 

No, I am not goine to sign this . You nrite 
it back . I want documentary evidence that 
the President approved it . !w on 't sign it. 
I want \'lord f rom the President of the United 
States that he wants a Federal OGPU going 
into every Treasury employee. I r:ant a good 
stiff letter. You had better le t Foley see it. 

• 
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This is based on the law ~nich gave FBI 
the direction t o make such investigations. 

That is all right , I want to know from the 
President of the United States that he wants 
t hem to investigate , r eoauae I know what 
will happen. I mean, they are not going 
to stop at subversive. They are going 
into everything. I want it limited to 
subversive, and I want t~~w that the 
President said it. In view of the 
position, I want to take a stiff position 
and I want Foley in on it . I want to know 
from the President of the United States that 
he 11ants it, and I may bring it up in 
Cabinet, that he wants the FBI going 
in and investigating all Government employees. 

I should think they would gl ve us the names . 

After al l the contacts I have had with the 
FBI there i s no reason for ·it. I won' t 
sign it . 

I have nothing else . 

Following that situ~t i on out on the West 
Coast of the Yokohama Specie Bank, it wasn' t 
necessary to do anything yesterday. 

Are you doing that through the Comptroller's 
office? 

Yes . 

Does Bell know about it? 

~othing more t han what I heard yesterday . 

Everythi ng that we are doing is 
through Preston Delano. I have 
here from him. 

being done 
a memorandum 

• 
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Anything else'? 

That is all. 

John'? 
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Arthur Anderson and J.!r , Evans will be here 
~onday morning . They couldn't come before . 
1hey are both coming. Randol~b Paul is expected 
in today. Shoup and Magill w1ll be here to­
morrow morning, 

Randolph Paul will be here today'? 

'!'hat is ri&ht. 

UAgill said he could come Thursday. 

I spoke to him last night, and he said he 
was coming. Well now, who is going to 
receive these people? 

I am going to talk flith Randolph and turn 
him over to JAr, Blough and have him get 
the general plan. 

1.\ell, supposing Randolph Paul comes in to 
see me at eleven. Vlill you h.ave him? 

Yes , sir. 

I want to talk t o him myself, and I think, 
Mrs . Klot z, if you will - well, I will see 
these people - tell Chester BarnSl'd 1~e 'l'lill 
have a meeting in my of fice at 11:00 tomorrow on 
his pro~osal. And then L\r. Barnard ought 
to rece1ve t hese other people the first thing 
tomorrow morning, these other peopl~ who are 
coming in, you see, and get them go1ng, 
Magill and Shoup. 

V~ll they contact you (Sullivan)'? 

. 
• 
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I told them I wouldn' t be here, and to get in 
touch with Mr . Tarleau, and he would refer them 
to Blough. 

Anyway, they should get in touch with Barnard 
just as aoon as they get here . 

Shoup will get in touch with Roy, of course. 

Anyway, between the lot of you, will you please~ 

Yes, we will see that they get to Barnard in 
a split second. 

You are not going to be ht re? 

Not tomorrow. I would like to have you look 
over that talk I am eoing to give out there . 

V~ll you show it to Kuhn first? 

Yes, indeed. 

Then Kuhn can bring it to me . 

Right. 

Now, we are all cleared up. I mean, I cleared 
with Barkley, so everything is all right. 

They are going to do it? 

Yes , we announced it at three o' clock yester­
day. 

We have the first report from the New York 
Federal on the capital i ssues proposition. 
I was wondering who you wanted me to work with 
on that • . George Haas and Bell? 

Yes . And when rou have got something that is 
significant, br1ng it to me. 

-• 
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\'/ell , t his fi r st report needs a little study 
to find out - it doesn't prove anything . 
\'!e don' t knor1 what the amounts are for and 
I think we can find out in sooe cases.' 

Did you get anything out of your tr ip t o New 
York l ast time'? 

Yes, 1 did , a eood oeal . 

I think you might go up again t onight a.nd 
spend Thur sday and Friday at the Fed 
and then be back here Uonday mornin& · I 
y.an t you to get as much as you can on 
this financing, because I will use you more 
and more in the financing. 

All right . 

If you spend a coupl e of days in the Fed 
wi th them, I think it would be good. 

All right • 
J.lr, Secretary, wns theroe a luncheon today'? 

No, I have Harri man today. 

Some of the people at that luncheon last 
~edne sday had an icea there was soine to 
be another luncheon this week . I didn' t 
get that, but they did. 
No , we only discuss it when we are not financ­
ing. Not today. If you want one next week, 
we will. 

No, I didn't particularly want one . They got 
the impression there vtould be another luncheon 
this week . 
I think they are right . I think you (Morris) 
aight go up and spend another two days. 
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I want you really to get proficient and 
efficient in this . I think two days up 
there would be helpful v;i th the Fed . 

All right . 

I will tell th«m you are coming . 

I have nothing. 

Nothing. 

A little later on I want to go over 
that tax thing with you (Blough), 
because I need a little help. 

I am sorry that it is - -

14? 

No, no, it is a good job. I am complimenting 
you, but I want a little --

It is supposed to be so easily unders too'd 
thet you can go right through it. 

Well, you escort me through it the first 
time. 

All right. 
What Blough has done , if anybody is interested, 
he has given me a report on the comparisons 
of the various incomes in the United States 
with Canada and England. It ia a swell job, 
if anybody wants it. 

I would like a copy of that . 

Taxes? 

Yes . 

I woula like a copy. 
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I \Tould like to see it . 

It i s a swell job. 

Just income taxes. All :,rou wanted was 
income taxes on that, wasn' t it? 

That is right. 

14.8 

Well, you might do inheritance and estate 
too. 

We would be gled to expand that . 

I would go right on wi th excises and every­
thing else. 

It is highly desirable to do a complete 
job on t hem. 

I would do the whole works . 

That is what the Brooklyn repor t was sup­
posed to be on. 

I 1'18.nt to read Shoup' s report . Vlho he.s 
that for me? 

You have on your desk a report, and :,rou have 
a sW!III8.ry too . 

I just banded a cop] to Dave Uorris. 

There is one addressed to :,rou which Miss 
Chaunce:r has. 

It is quite long. 

George? Did you get ~ thinr, on that food 
business? 

. 
• 
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That is in there. (Handing reports to 
Seeretary. ) I talked to Carl Hamilton. I 
t hink you tol d him what you •.•anted. 

I would l i ke to see the names. Should I 
write a letter to Wickard and say I want 
it? 

It may help. 

- I 1fi sh you would try it todey. 

'nlere are about twenty c=odities. Do you 
want to start with one, say wheat and lard? 

Start with wheat and cotton, whichever the 
big ones are . Ask him l'lhich ones he is 
suspicious of, l'lho is in eharge of that? 

It is a man by the name of L!ehl, I t hink. 

That isn' t the man we used to work with, 
is it? 

No, he is stil l over there, but he is not 
in charge of it. 

I am terribly interested in this. 

They have the names. They may not give them 
to me, but they may send them direct to you. 
You see, it is ve~J important information if 
it got out in the market. 

Well, you tell them I would like to have it, 
and I would be very glad if the man would 
br ing t hem to me himself , but I want Mr . 
Wickard t o know beforehand that I am getti ng 
t hem. 

I see . 

. 
• 
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And i f the man can do it, I am available at 
three-thirt y today. I will put you down 
But if the man would come over and explain 
it to me, but he should tel l Mr. Wickard 
that I am doine; it, that I want it, you 
see . 

All ri ght . I think that--

Why not have him come over at three-thirty? 

All r ight. 

I want you here, Ferd.i e. 

Three- thirty? 

Do you want me? 

Oh, definitely. 

Here is the report by denominations. The 
report show~ that t he ten thousand denomi­
nation accounts for over half of the sales. 

I see . Let' s try and bring him over here at 
three-thirty toda;y, but tell him to tell Yr . 
Wickard that I am doine this, you see. 

Yes, sir, I 'Crill. 

I mean, I want the Secretary's office to 
know it. 

For our information, I understand the Federal 
is seriously considering an extensive educa­
tional compaign on Consumer Credit. 

\Veil , do you want to got a free 
nection with Foreign Funds, Ed? 
know about it? 

ride i n con­
Do you 
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Foley: No. 

H.il.Jr: 

Schwarz: 

H.J.!.Jr: 

Schnrz : 

H.U.Jr: 

7/hite : 

H. l.!.Jr : 

Bell: 

H.l.!. Jr: 

White : 

H.I.I.Jr : 

Supposing you (Schwarz) talk with Ed. 

I will tell him. 

ADythlng el se? 

That is all. 

Harry? 

You asked about the industrial consumption 
of silver . This year there will be seven 
million ounces more used than last year . 
There is fifty-one million ounces as against 
fortJ-four, instead of the doubling which 
somebody gave you the figure of. 

Now Bell or somebody came in and told me -
on this future business , when we wanted t o 
give up this future contract, you said it 
was going to be seventy million. 

Somebody tol d us the industrial would require 
between seventy and eighty million ounces. 

1 guess that is also right, but twentT-five 
million ounces of that, approxim~tely , i s 
r e-used old silver. The industrial use of 
silver this year totals seveaty-nine million 
ounces as against sixty-seven million ounces 
the previous year, but or that , from twenty­
five to thirty million ounces is reworked 
old silver. 

The figure that was given me, the arts use 
eighty million. 

Well, that is true. 

No statement was made as to whether it was 

. 
• 

.,... . . 
·-rr- ----· 
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nen silver or old silver. 

No , but I thought the statement was made 
that there was a terrific increase in the 
use of silver. 

That was my interpretation. 

Oh, I see. .~ell, there is some increase, 
but i t is about seven or ei~ht million ounces. 

Then this thin~ was brought to ~ at tention 
to release this future contract because there 
is a shortage of new silver. 

It was indicated that there would be a short­
age in the next few months of industrial 
silver in the market. 

Well, I don't know. We called up OPU, Bureau 
of Mines , and OPA and all the organizations 
who would knon about it and to their knonledee 
there are no new uses of silver that are 
significant beyond whnt we have . There is 
some increased use for soldering and so :orth, 
but it is all rather small. 

'.'/ho asked us to release this? 

I cion't know. I haven't 1:1:' menorandum now, 
but so!lebod;r in New York who couldn 1 t bu;r it. 
Is there any silver comin- in : rom abroad? 

Some from Canada and some fro~ ~exico. There 
is very little to my knowled"e coming in 
from e.nywhere else. I \1ill check up on 
that. Peru, we eet some. 

7/e get Canade ' s production. 

'Ne get Canada 1 s production. '.'/e r,et Peru. 

. 
• 
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They can' t bqrdaaestio production because 
it is too high. 

No, they can't bu7 ailver that is mined in 
the United States. That sella for seventy­
nine cents an ounce - seventy-one cents an 
ounoe. 

I told Bell to ask you (Foley) to prepare 
some legielation on that. 

111 right, he hasn't spoken about it . 

No, I have not. I have got it on Q7 desk. 

I see. 

You asked about exports to the Philippine 
Islands . It took us a long time to get that. 
We had to send them about three cables. They 
had to build up an organization, but we have 
been getting it. Three days ago we got the 
first batoh coming in in three weeks. I 
have the report here on one page. I can 
give you the report brief}¥ orally, or I can 
leave it with you. 

I would like you to talk to 1118 about it. 
Are you familiar - because Wr. Wallace told 
me there has been - atter it was decided at 
Cabinet that Jesse Jones should bu;y up all 
the output of the Philippine iron ore mines--

' 
Yea, I am familiar with that story. 

I never got it from you. There was a vote, 
and they voted seven to one to go ahead. 

Well, they did that at the last defense 
aeeting and there was a report of the meet­
ing and at this meeting, whioh I didn't 
attend but just got the notice of, they 
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brought that one notoh forward. I can give 
you the whole story whenever you want it. 

Tell Fi tz I want to see you, and I want to 
know the whol e Philippine situation. 

Yes . This let ter from Soong - I think the 
appr~L:iate thin~ is merely to telephone to 
ask to come ~ to see you and tell you 
what he has got on his mind before you make 
an appointment. Is that all right? 

Tell Fitz. 

And have l'itz get in touch with him? 

Yea. 

That is all. 

Dan? 

You have been interested in these dismissed 
employees, people we had to dismiss because 
of consolidating offioes throughout the 
country.· This is just to let you know that 
the New York office where they consolidated 
Albany they had to let fifty-eight employees 
go, and they were all replaced and forty­
seven of them were placed at higher salaries, 
which averaged about forty- three percent more 
than they were get ting with the Treasury. 
It shows that the Treasury is p~ing too 
little or the others are paying too muCh, I 
don't know which. 

Did Governor Neely call you or YCNut t? 

He called me and said he had talked t o Paul 
KcNutt. JlcNutt said he had nothing to do 
with t hat. 
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That 1m't true. 1 fellow 'bJ the nue of 
Powell 11 the beoutln Director to the 
BoU'd ad Mr. Ponll wrote to the Director 
of the UnaplOJ'IIIDt Collpenaatlon eo-halon 
1D Weat Virginia on Seflember 22 lll4 told 
th• that 1t the7 didn t straighten out 
their .. tter of collecting and depositing 
the unuploJIIent tuu that ther would not 
gin th• 11fT further adal.nlatrathe funds. 
That 11 what he 1e faced w1 th now. 'l'hq 
won't glTe hia a further allot.ent tor 
aa.dnlatratiTe lunda . 

Will JOU take it ott 1111 shoulders and aee 
1t through? 

It ian' t on 7our lhoulder•. 

'l'hen will JOU prepare a letter tor ae toda7? 

On that subJect, we got a Ter,r nice letter 
troa 1ltae7er on the cooperation of the 
Treaaur,r &Jill the mone7 we have sand thea 
through theee depoeitariea. 

Could 70u prepare a letter thia attei'Jloon 
tor • to sign? 

'ro 11hoa, lleelTf 

Yea. 1nd I will eend a cow to llc~tt. 
llhat? 

Yea. 

Could I haTe that thie afternoon? 

Yea. Do JOU want to ooTer the depoait&r,r 
a1tuatlon too? 

'llhatenr it ie. 
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I covered that veey tull¥ in a letter to 
Congressman Edmiston who was also interested 
in the letter. I will enclose a copy of 
this letter if ;you want to~ 

Do that. If it is to KoNutt, let's send 
him a copy of the whole business. 

If ;you are interested for juat a minute; 
what the;r do is bring all of the collections 
of checks on these t axes into ChArleston. 
Then the;r divide thea aennteen W8¥S and 
send tham to seventeen banks for collection. 
Those banks collect thea and hold that 110ne;r 
for a period of an,where fro. ten to fi fteen 
da;rs, and the!J the central office drawa 
checks on those seventeen banks and deposita 
those checks in a Charleston bank. and the 
Charleston bank holds them for ten or fifteen 
days, and then they draw a check and send 
it in to the Treasuey. 

Now, those banks have aDfWhere from ei~t 
hundred fifty to a million dollars on aeposit 
!or anywhere froa two to three weeks all 
the tiae of collected funds. 

Well, if ;you will fix ae up a letter, I will 
sign it this afternoon. 

It is the onl;r state in the Union that hasn't 
001111 around to our s;ratea. 1fe have been 
out there and talked to th•, and ths;r just 
won't budge. 

.ln;rthing else. 

That h all. 

Here is that letter on Mr. Barth. 

How did ;you fix it? 
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15? 

'fell, !ortunatell he h on the Foreign 
Funds roll which is now subject to clasai­
!ication. It will han to go through the 
C1T11 SerT1ce Comm11sion. 

Ferdie, hang on to this until this afternoon 
!or me . 

Ths next grade would be !1!t,r- a1x. 

Is that all? 

That is all. 

Thank 'fOU ail. 

• 
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W •u.a 1:\. ~ IA\e ... l a..... 
Walllll,...., D.C • 

...... 1lulloiAI'oa C.. ' t \ee tor DMoere\l& Aatl ·• ••I' .&.erlcaa t.a,... t or P, aa• and 1le.ct 'a.&T 

C.ner, 1-\ll I. • ........ 
7)) lJtll D ~ .a.-
l&ahlac\M, D.c • 

......,. 1.-ld .. \Da C.. ' t \ee tor Deaocr&\le loetloa 

c~, ~. ..... •. 
6'!02 'til • 7alllllac\M, I). c. 

l.lea..,.r llubt-.;to• eo-',_ t or o-•aU• ""\ba 
... 11uh1a1W• loolt 8bop 

Cbdba, .U 
1)46 Qvlaq St. II 
1027 Ci•beek S\ II 
._.....,., li.C • 

......... -.ncaa LMc• ror ..... &Jill lluooreq 

Chullen, •ller\ lr. A\WI'M)' 146oo 
Claitllerellwa, 1111. c~aaw .. 

--r ~ c:.-1\t.. fer O..cratie AaU oa ._li&J' ... York Clooaitt.., .U.ricu Co .. l tt.. t• 
~ aad Ia\eU..t-.1 ........ 

ll,.r, 0,.. latter tor en- Coepera\I.Oa wltll 
tile a.n.n u.s.a 

c.Ma, 1t11e1 sto .. ,...p~>er naoo 
)()) aoo~t 11\ • ........... 

..... r ~ c-1t- to ltill C.t• 

Dwtt1el.d, lr • ..,.._ .Aoa\. \e Seeretd7 t7000 
Clrea\ Falla 1\. 
IU\ Palla Cla_..h, fa • 

._..,. ............ 0.•1\- tor Da.oeratla loet1oa 

tGt • 

FAII:.,._.ea, L. r..al& Sr. Eee-leWMl.pll\ 1,200 
2))) 1 ..... Ill St. lweaoa or la\&tMl lie••"• 
uu..-., '•· ...._ 1IUh1JIC\M C..i , ... tor O..OU.\1& Aatioe 

11.W.lt, loller\ •• ... "•· ~ 
142) )4tll "· 11 or tiM or t..~ 
~.D.o. Iateraal...,,_ 

._ • ........,.... c:-tt- tor "->ereUa ~\lOa 

• 
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Tol.abers, IIMJ• Clan 416ZO 
2U' lJo 8\, II 
.. abt ... a, I),C, 

._ ... A.erlC&II ~ t or P .. oo ...S D...,..II'U7 

Fox, W.lna Clerk 
)002 r S\, n 
~liiC\oa, D,C, 

._.,.r lalbiac\OD Co.a l\\ee \o Atd Cllltaa 

Olu .. r, U\ller c. Clerk C162o 
)616 Coaa, an. IW 
~abl ... a, D,C, 

._.... •11111...-a Co•l \tee for ~raUo ~tloa 

Ola ...... llarol4 
) )9 I U.la...S A­
rrtoadatp a.tpu, 114. 

"-""r lluh' IICtoa c-\ \\ee tor Do- a\lo &oUoa 

tL 

OotUlol>, Lll.U&D 
Clttva t.rrace Joe\ 
1.4 \II • Cllt\oD 8\, D 
l!&ahtac\oll, D.C • 

Prlftere A .. \ . t.72 pu br • 
._rnliiC ud l'rtJt\tac 

....... la111>111c'M look Shov 

lob.u\onA 1. 11ellard At\or-
41)' .. ...... nota ... 

Arll.acva, '•· ...... ~aatii&V• look IMp 

loplo.a, let'-" Aralll\oo\ 6))00 
41.411 ............ 
uu..-., '•· ._.., .&Mri- LMcM tor , _ • • '-...., 

loplo.a, IIDrrl.a -lo\o C'-elo\ fJ200 
4U9 Do't'lo Pl . ft Caa..._ - llalUaore, lid, •at..-., D.c • ._..r hobl.aCtoa Co.-1\\ee tor -n\lo &oUoa 

--.r Aartooa t..c• tor , .... ll.ad C...II'U7 

'""'• Sol 21.06 I 1\,D 

,...., t 2000 
la .. .real ..,,. m 

•••M.acVa. 1),0, .... 'IUillDCVD 1oe1t lbop 
......,. 'loolll..-• eo-t\\oo tor JlMDOro\le Ao\loa 

lollt'Ma, llionJ .... , f2000 
1101 1I)'W.aa A• oo ft la\onU leo I I 

"·~· D. c. ..ut.ore, te • 
... l>er of l'oabtac..,. loo~ Sllop 
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W9 Coaa. ........ 

_,_ 

200 Utll 1\, D II 
Pal~lart-a, D,C • 
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Let.lool', 1..-... .t.. 
11)5 Stll Et. II 
~, n.c • 

.....,. ~ O...l \\410 for ~rsUc !etloa 
•,,., .,.... ...... ,aaa C&v. .... Cu•"• .. • 

.__uta, llrn1J 
1.00 .. ~at ... 
... ~~~...-., D.c • 

...._ot~IMIIIIIop 

U..,.S, 1aJ7 •• A11\. Prlator 6?JQ4 Ill 
1747 I 8\, .. 
'lulU .... , D.C • 

....... -.alll..,W. eo-u-.. for ll!Mocrs\11 !eUoa 

~.q,.., ,_la 8, feci- 111<1 ~~ t)200 
lJ22 1 st., • ..... .. _, 
~~ li,C • 

.....,. ~~tor ,_.- ~~tiT 

.....,. ~ Cooal\\410 tor O.OC,..\11 AOUoa 

~ ~ L. ••• , ... , ••• 
W Cll'l'aU ft. II ltacl-
JoA1 .... , c.c • 

....... of ••• art-• ..... &bop 

llllloaald, 11,0. l110\1'11laa 110."' P••• 
)016 ll\11 1\, II !llc:l'•vlJII .- Prla\U!C 
laahl .... , D.C • 

...- ••lart-a Cooai\\410 tor .De.era\lc AeUoa 

...... ,., ••· Claldoa '· Prtnor• .... . ,, t.b:l ~r Ill'. 
40 I, 1\,, II ll!lraYlal • -' Prla\llle 
w.~ll.a, 

..._ ~ c:..i\\410 tor Puo raUe .. tiO!l 

• 
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IOrot , Udreor I, Ilea ...... t1.26o 
.410 u t~~ at., sa 
W.ollt .. toa, ll.c. a:.-... .... llt.actoa loolt IMp 

Pelaok, 'l'llllo 11, h oi. Olerk-t.toiiOcr.-pber •1620 
219 II, Glolla Jill, Co .. \ 0...N 
Arlt.acto~ •••• 

lloellar 'tlo.ehiac\OD eo-t. t \oo tor lloaoora\14 .lo\1oa 

Jlil....neoo, SoliD L Sr . £coo•toa\ aad &adl \or t:Jm 
10~ 1 S\. n laiorw.l ....... 
looll t.actoD, D.c. 

llotollar tlaah1JicWa C...S.\\oo tor De.erat.ic AcUoa 

llo1llu, W\OA ar, Clarlt t 2000 
5109 14\h S\, lrl Iatorw.l an-
W.olll._-, p,c • 

....... liUblac\OA C:O..l\\oo tor Peserailc .loatoa 

Satih, D&lq O, Opora\or f ,l-4 rer hr. 
1o28 t&loo~a\ st.. n 
llaolltactea, D.C. 

U..bor ._l ac\oa Co-U.\oo tor v.-rauc .&etloa 

6ploaol, J.Da I, Clor~-8\oDOI(ftpbor tliOO 
1929 16\h 8\, ._ lioeoarcb • ad ~UoU.o 

· - .. - · u 

'tlaalli ac\OD, P,C, 
....... ~look lbop 
....... •at~• ac\0• e-1\too tor ~~e-rouo .&eUoa 
..,..... .&eoricaa ~tor l'ooeo oad lloeMra87 

SiuMD, t .C. Sr . ...... IJIII'• UIOO 
Ul~ lat.W7 lAM ,.... ... -~ Dl..uioe 
leihMda, Ill, ._-.. tllaAl..-. Co.-it \oo tor PoMer aUo loct.ioa 

aws.a, ,..,.1 1. T)orlo' tl440 
12• J:,Jo n. n I.......U .._,.. - ..., tor~ , n 
lfaalllactea, P,C, 11o-... 1lo.M1DIWD c:.-1\\oo for Dooocrat.lc .loUoa 

at..Mr, 1IUl1aa •· frlD01p&l. Ctent2JOO 
.4910 )N 8\, II Iawr-.1 ..__ 
W.ehi~tea, D,c. 

leUor lfa&l.,._ C...S.\\oo tor ~Uo "cUoD 
.......... r1- r...,.. , ... , _ .... ~ .... .,. 
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1111\t.a, 1-
10:!0 - 1tta. at. n 
w..M118wa, D.c • 

..... ~ lleok lbop 

!op1•7• cn-1a• L. ,.,... .. ,. $)250 
152'7 I, luldolpla It, 
Arllac, .. , fa • 

._bel' ... ld.J~Ctoa C.om t \M tor Daaocratl e .i.e \loll 

'llalWe, llitft\liir (Ira. 1\oalq a......,) 
2'7U c:.r\l&ad n., .. 
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Ap\. 1 AUt. LectelaUTO Co-t t&m 
•••~iaC'ea, D.C • 

....... .&8eriMa '-cue tor '- """ Domcraq 

...... • - lOr. Cl.n .2)00 
122) ,.._., ..... latonal ROToa• 
... hiaC'ea, D.O • 

.__ AMr1eaa ~ t or Poaoo """ t:.ooru,r 

... llalol', laatoi"'O L, Clerk tl62o 
17.)) I lt. , IW 
.. ahUctoa, II, C, 

........ hiactoooiDokllbop 

YoaV.ll, _.._ I, C"-iat •)200 
104 All• ...... 
!allaM Pull, -.s, 

......... ~lleoklhop 

lld.to, llan7 r.1rWI' U.h r Clort 113*1 
8610 hirtu Jlt. 

·~ .... ....._, ~ 0...1\\M tor ~ ... u. Aatloa 

lllMNbr, Lwat• 'rHh. AeOt , 15000 
at) I It, n &ooto aac C.podto 
luht.actaa, D.c. 

lraYra~•a~toe '--a1t t.o tor o..oc .. tto Aatloa 

lollaor, l ro. lor"-rl I, C"-lat 
1341 ~at. n 
loabl.,.,D.O • 

....,.r ... ~ Co•itt.o t or u....rauo Aatt.a 

'looC, lloftert a. at. Toeloaleal .-.rlaor 16500 
~~"·" ~-11UlllAI.... II. 0 • 

....... ~ lleoll IIIIo)> 
• Bpouor, ... , ..... c:...lt\M w Ald C!daa 

~ - ~·-· . 

• 

Regraded Unclassified



tc~ 

October 22 , 1941 

TO: THE SECRETARY 

F!lOl.l : llR. GAS", Oll 

I have asked El~er Ire7 to get everything tbe1 
have on Roswell Russell and Ro7 V. Fox. 

The substance of the aatter ia that with respect 
to the un Russell, llenr7 J . Pa~ter, formerl7 of the AP 
in New York and formerlf of Pll, waa added to Bob horton 'a 
public relations staff and he was interviewed b7 Russell. 
lie wrote 70u aa7ing that u n aa eaplo7ing a line of con· 
versation ver7 .uch like that of Wheeler and N7e. tie did 
not aention the aan. We readil7 found out who it waa. 
We interviewed Russell and found be had entertained those 
views . He adai tted he had said a011ething alonp, that line 
to fa70ter in conversation • i tb hla. Ruaaell is a young 
fellow, an Altocbol Tax aan. He 1a the lliddle Western 
type of apparently Isolat ionist who baa been in! lueneid 
b7 the iQ!eeler- ~:ye prop.ganda. We did not think there 
was any baais on whioh we could prefer chargee againat 
Russell . We simply sent hia back t o his Alcohol Tax post. 

The second caae was that of Fox. He ia a Cuatoaa 
Agent, toraerlJ attached to Erwin Way's force in Berlin. 
rile coapla i.nt on hia cue t o ae f ro• David Cuahan Co7lt 
who relayed it f r o• Barrow L7ona newapaper aan, ! oraerl7 
financial writer, a lao eaployed b7 Bob Horton. The a tor7 
was auch the aaae. We looked into the recorda and found 
Fox waa the .. n who interviewed L7ona . Fox waa confronted 
with the etory and said it waa not true , but we found b7 
talking t o hie aaaoclat .. upon t he Intervi ew Start that be 
bad expreaaed t he viewa In tal king to thea that 1t •• a 
concerted drive b7 certain ele .. nta t o get ua into thia war 
and i t waa none of our bualneaa -- in effect, the Isolat ion­
ist point of view. We acted in the case of Fox the saae 
aa we did in the case of Russell . We turned hi• r ight back 
to Cuatoaa and I have talked t o John about the case . Fox 

• 
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h 011 bil pl't'fl oua a .. lpeot of CU1toa1 A~t~~t at Norfolk. 
f1o~o4, Aa1l1tt.Dt Colleotor 4owa there1 4oe• oot tblak 
hlsJ117 of hla 011 the croUD4 that he talt1 t oo 1111oh n4 
do•• oot aooo.pll1h 1111oh, but we are plaDDlDI 111 the oaae 
ot both of th .. ~MD to bep th• UDder obae"atloo ao4 
111 the cue ot :r I hope t o leara ao.ath lac IIOU about 
hl.a thr ougb lrw 11 •7· 

-:; I doo't thillk t hat 1D either cue •• ban aJil 110r1 thaD 
eYldtDCt of • 1eWI &114 arraacotatl•e 4llpoa1tloD that Ullflta 
th• tor t he work ot lnte" l ewlnc caD41clah• tor deteue 
Joba . 

-• 
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OCT U INI 

lit ,..,. ..,,_, 

lofereaee la Mole te ~ tel.,.._• eall 7'11hriq eoo.e='ac 
corbin '~'~'•'"" h*iac III'T--ta 1a •-•Uoa wl\11 U.o 1111-.pl.,.... 
aR\ luv.aeo hlll4o b U.o ,,, .. of \loot fSJrct.Bi a. 1a U.o • .....,.,,.u .. 
,.,. nfene4 \o a -'•"" wll1eb W 'b- noe h e4 fro• a llr. Povall 
•..S •pp..roaU;r &a- \lila\ M ""' eo-\14 Yi\111 \ho tr~ • ....,. De!>-\• 

llpoa looll:lac Ia .. \M -""'• 1 flU ~\ ,..,. JII'Olel:l7 ·- nfv· 
tlo« t o J.r. Ooc..- lt, hwoU, b:eooa\he llirooter of \be Soola.l s ..,...,_, 
'loud. l<r. Powall, U qpea.ra, ..tU.o- a la\\• uhr 4oUI of s.p\­
~or 22, 1~1 . \e kr. Bo•r 1', a-, DiHc\er, Depu'"'-\ of 0...,1.,.... 
cct COIOJ'ft• \loa, C!~Arloa\oa , llea\ YSJrc1D1a, oa \be n~Jae\ of u.. 
.,...etve ""' 'Pt&etlc .. of tllo ., .. , fSJrc1a1a Dn-\ of aa_,~, 
Co::r>eou Uoa, v1• roo)>eo\ \o tho haMllac of outr l'III&Uoao oolloote4 
frO'I t ho UM of n .. tp\ •Ul \lleSJr n)oo~-' 4opoaU \o tho 5\AUI 0a 
cr•' U 1D t he l'a-.plo,._\ !no\ h..t b \llo Ua1\e4 lla\ot h • UV1· 

r lo lot \or. J .. w ..... ,, "'"' "" tba\ tho Soolal h cvl\7 l!ollri had 
l r' •n t bo pooUloa ~!ul\ t ho JII'OOI4ve nov ill 1&01 1ft '!" a t J1rclo1a did 
not conform vl\11 tho pro•loloao of oala\lac l&w roq1&1r1ac tho '-'dlo\o 
h podt of coa\rl'ft\loao la\e tiM Uao.opl&1101a\ ,.,.,.,, 7W b 1M fr••OUJ 
• lid t '>uto\Od con .. un a.oUoa 1a or4"' \ha\ \hero rM:t bo ao 4olq 1a 
t~o cono1derat1oa of cra.a\o for o4a1Dio\roUft t\rpla4Uoroo. 

r or 711ur 1rJ'01'11&\1• ao \o \ bo pa.rt wh1ob tho tr .. .....,. he• ~ 
1A t '"J.• M ' t•r, I eael••• a e.opr of a letter M4r••• K to itoaoi'Ul• 
·.v~ev llbhton, louo of Roproooa\8\beo, 1>7 11Jt4or Seorotrt7 '-U •• 
' to o t J'&l7 17, l 'jlll. Ae 7'1U will M\1 froa tltlo lot\or, \lat '17•• 1W7 
h•o ao 41rect .t>ah41o\1oa, "W\ h eooper~Uac v1\ll \M Social S.CUI'l" 
lo •rd \ o Coo erha\ of aaltlq aftllablo oer\eb ooooaUil topeoU&JT 

f• ciUUoa .Olclo, 1 .. 1.&f ....... , ban a.ll'oo4)' -· ~\14 b7 all ""'"' 
vlth tllo 111oep\loa of Yoo\ flralab. t1ae •ao of tho f "e111\lao a.tr...aa~~ 
~r t.bo tr • • .,...,..o 4-al\&1'7 .,., .. Me ....... una\ .. - •• , oal:r .. \he 
"''lal Secvly llooN b rocle.olac Cf&ah for OA!aWo\r.Un ooote, loa\ 

!Ia• ) eon of mo\aDU&l 'lloaof1\ \ o \be b 4hlftal Sh\0 ~\ 
! run\ hade~ u \1111 ....,aac-t 1'61' 1• fb\o olMI'- tf \1111 
•••~rl~uUn.a 1D\o \bo uao.plo~t tru\ lD4 of t ho 'trco.nJ7 poral\o 
' • ro\oaUo11 of tho t'aMo _. aa la\• a\-N•l"' holo \0 - '-ll•ot 

'"'"''· 
It 1a recro~\o4 \~\ t bo troanr7 ooalt ao\ oatot\da a pr.,.aal 

t• • l nh i.A 1)el0Jicoe of 'l'roaouJ7 f-• 1a ,..,.. tha • •• '11.-l< 1a Voo\ 
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fU,Ula ... M8ll ,_ ........... ltall .... ~. ~ ..... 
01 ,,.,._ 11M ·-• .. w '"-' -•UWlal at \M --• la 
- •• il ... - ••...teal tte • ......Ue\raUft ,....,_ .. ,, Nil alalal•• ... ,ala_ ""* " ,, -·-r ,_ .. tr--r ll u ... 
a.'" ten attlu& •••lh wla '"" hr ~ll ,.,. ... 

Aa ,....._ell' lllll11W, ~il ••...-•• ko ke ,.,, .. , .. la .u ,._, •• .....,. ... , Ylrsla&a " liM atul ..... ,.,. et .- "•"­
-' tla , .. ," ••-ltf ~~taft, tMft lt • Ur••• Melt\ ll \M 
tr••IV1 ...... tlle ............ - ... _ .. .,. ........ ..... 
... laiWr .. ·- IQefll la •• iilb8 \M .... sU-r ....... M4 la 
ala\alolaC '"- •I h;w \ ,_.. II lltal\a \t \M •all ~ .. 
• , "'' • .u:. la •-'•1111 \be lkll -"· 1M,.., • ..,. lwl ·-clt4 .. eHJIOiro.ll wla tle ledal l atvl\7 'leon a. \lit .,._, ll na 
ef \lla ._... ll\eru\ et ~· J'Mwal to••• ' la ,._,..., •• 
tJIIIOPl .. \ be lell" hcWl\T J&'OCI' ... 

l onorobla llaUhaw 11. 11117, 
foftftOP, 

" "'' of ""'' Ylrclala, Cll.rlaoW. , :lad ~ .. 

,., \ral7 ,.. •• ... ..... , ....... .. 

/JI!J·C-· 

~--4 L~ ~~m. /.kLZ 

.. , a . ·~ · .. 

• 
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