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cow Mo. 1-d 
llltr:ISR IICIIT SI&R!T 

(o.s, S~X:MT) 

Intorution nco!Yecl \IP t.o 7 A,ll,, lSth ~b, 1942. 

The OMII;Y ohip which was attaekecl 1n the Channel ,....terdq n o pro­

hit b)' o toTpeclo and 1a """ 1n 11! RAVR!, 

- E-bo&ta ...... prebabl¥ INIIk &ad ., - d .. b'oTer hit b)' ~. 

deatro~ra received ouperf1o1al dumge. 

One ot H.M. doatronre w a •rohant ahip ware aunk durinc an att.a.c.k 

o eoutal corrro7 ott CRCiml oar]¥ this _.ft!Ds, ~ Z.bo&t wu ~ I.e 

n11 also damased in an t.nerteotive attaok on a convoy olt SUPPO!I on the 

... ~'"' l4/l5th, A Jlmkoro 88 woo d01troyud whilo att&ekiJ1c a ooaatal convey lalt 

.wl!!la• l,'lth, llooiatMco by - pntr<>ll tended t.o 1noroaoo dlll'ini 

tow dqo, PrN I'Hbcb t.rocpe bove - rotur-' t.o C!I&D torrit.<:ry rr .. 

loultM:rn n:zz.lll, Fivo otation pooto won captlll'ed durinc the operation& with 

~. 12th, All quiet PRalllllood Sector. I.e ottaet b7 wr troopO 

SJ:mDnN an. reported p:rogroaaing tavoura~. 

~. Rwlaian a ttaoto are continuing 1n RIIHEV aroe, lloavy fl.ghtil1c 

AIR OfERAUON) 

13/14. COLOJJe, ll2 bcDbors drol)lled 98 t.ona of high explooive and 

p~,JOiXI '-"''aria•, 1nolud1ng 186 or ~50 lba, npre...,tine about a.ootbor Mvant;:r 

llalv ll<rp firM ""n 1n tbo contN or tbo oit.Y, noar o ro:U- Junotioc &ad 

woat or the u.in otation, !11)htHn R,C,A,F, , tnlvo R,A,A,F, and tour Now 

~alaillll a1nrre.tt t.oclt port, !mt R.A.A.F. _. 1a ..Us1ng, 

l4th. Do.lr1nlf throe otronaivo ._.uono oror tbo ChamMl, 1n two of 

•Mob a:lrora.tt ot Coaat&l. am Baabor Coat:landa woro pven oeoort, Spitfires dos·troyod 

ten - f'1&bt<Jra and probabl7 two ....., w1 t.bout lou. 

l4/l5th, 1tnooq oct1rtt7 cOMiatad M1nlT or ODti-ehil'l'in8 and -­

m1nin8 oparotiona 1n the IIIISTOL CIIANNI!L and Tf!AIIES !St11ARI, 

loWl. l.'lth. 1'1ttoon u,. h<abaro oiC«'tecl by nino ItaliOD fighters, 

ottootod -.---utt,._ deotroJK two r~ &ad ODti-o1rcraft ohct dOOD-

- and duopl -tbor. 
~. l4th. RAL PAR - r~ 1>y rUt;:r .. l.ght oizOratt, 

NUMr- orat<Jra Mde and - ii.JrrioODO deotrolWd oc tbo sround. Spitfireo and 

&nti,.Urorart aooountod tor - f'illbtar 1 probablT destrolWd two and d-«od two, 
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T REASURY DEPARTMENT 

WASHING'lON 

}.{arch 10, 1942 

~-MD.ORA.NDUJI FOR TilE ~R!TARY : 

You asked me tnis mornin: for comment on a proposal 
by Senator 3rcwn to require the payment of overtime 
\Va&es in the form of a special non- interest- bearing, 
non- transferable , non- r eueemable security, to be cash­
able by tne bolder after t ne war, in installments . 

I woul d cOI!lJilent as foll01vs : 

1. rbe pr·oposs.l i s fo r forced savint;s , which you 
have consi s t ently opposed. On March 6, in testifying 
before the ·:.ays and ; .. eans Committee, you said, "At 
t his time I hope t he committee will not f orce on me 
£orcea savings i n any form, because we are gettin3 
under way nicel y the voluntary pay- roll aeauction plan . 
That should. be given a tborou:;h trial." 

58 

2. 7he proposal is di scriMinator7. I t Nould reach 
only one class of people , the wa~e-earners , end only 
sooe of those, ana r.oul d l eave ali otner classes untouched-­
investors , sel f - employed, farmers, r~ite-collar workers , 
etc. 

3. As to those affected, the plan •.voul a be confisca­
t ory. It would confiscate some f raction of wages , large 
or small accorai ng to the length of the war . 

4. I t is questionable i',hether a valid s tatute could 
be dra1m to effectuate t he plan on a compulsory basis . 
In vie11 of its <iiscrin;inatory antl conf iscatory es~ects , 
tne proposal might very .. ell be found unconstitut~onal. 
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La!'ry Berne.rd, witn whom I have consulted infor:nally, 
concurs with me in this view. 

5. A voluntary plan for tne investment of over­
time wages in a security such as is described above 
could undoubtedly be Vlorked out , although it woul d 
probably require legislation. I would, however, 
question the wisdom of our attempting to promote t he 
sale of a non- red.eemable, non- interest- bearing security 
at t his time, in competition v1i t h interest- bearing, 
redeemable savings bonds. 

Conclusion 

I believe that the ~apartment shoul d not ; ive its 
i ndorsement to Senator Brown ' s proposal, but t hat we 
shoul d continue tne effort to induce workers generally, 
alon:; r;it.a a.Ll other citizens, to invest a fraction of 
income regularly in t he present Uef ense Savings secur­
ities , on a vol untary basis . 

59 
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JaD )19.1 
Situati•:m 
8-ll-1.1 

r- • 

RI!STRICTED 

Nc-. b59 li.I.D . , W.O . ll100 A, K., wareh 15, 1942. 

SITUATION REPORT 

tbere 1a nothing to report. 

A situation ap will not be i.aaued this elate , 

RESTRICTED 

2 
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TO 

"'-- 3 • - . 
TREASURY DEPARTMENT 

INTI!IIt Ol'l"'CI! COMMUNICATION 

DATa March 16, 1942 

Ur s • llell ugh 

Ur. Kuhn 

We tried to !Mke an appoilltm~t , but the Secr~tary ha<l to 

post pone it until Ur. Disney' s next vioit. 
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Jeri1Dud lulm, lr. 

Storttal'7 JIDrgenthau 

I 
'--
J • • lJ. 

..u 8, liM& 
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Seorotarr Uor gonthau 

I 01'1 !!!2 dhappo1nto4 that \18 hue got no wbert 

on our t ax publicit y progrwa, lohn Sullivan waa euppo.,.. 

to do aonetbing to back up ~ Cl eveland apaach, Bothing 

has happened , Did I not appoint a Committee to handle tbia' 

I suggeat we u.ee aom8 ot these t avorable tax lett ora, • 

Please speak to ne, 

•see Pugoa 15 and 18 ot Wra , Porbuah' a Wail Report tor )/1)/42. 
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GROUP MEETI NG 

Present: llr. Paul 
JAr • Sulli va.n 
Mr. Haas 
J.rr • But f ingt on 
)lr. Gaston 
Mr . Graves 
)lr . Thompson 
Jdr. Blough 
Kr. Viner 
Mr . Bell 
Mr. Foley 
J.!r • \'lhi t e 
l!rs. Klotz 

Mar ch 16, 1942 
9:15 a. m. 

H. M. JR: ~~here is Sullivan? I 'lf8Jlted Sullivan a.nd 
Paul. 

l!R. BLOUGH: I didn' t check . 

H. U. JR: Did you go on the Hill with him, Roy? 

MR. BLOUGH: Yes. 

H.K.JR: I don 't think you are this morning. 

Norman, while we are waiting, I can't remember, it 
is a week or ten days ago , I asked some of you to get 
together on this question of coordinating. You were 
away that one day. 

WR. THOJ.!PSON: Yes. 

6 
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(Ur. Haas entered the conference.) 

H.JA. JR: Where does that thine stand now? I referred 
it to rour office. 

MR. Tll~~SON : I gave you a report on it the day 
following. 

H.M. JR: Did you? 

lm. THOJ.IPSON: Yes. 

H.M.JR: Could you dig it up and walk it in? 

MR. TH011P9JN: Yes. 

H.l!. JR: Is that where it stands? 

l!a. THOJJPSON: I assume so . I made a recommendation 
there, but I think it is all taken care of br Mr. Gaston. 

MR. GASTON: I spoke to you about it that same day. 
I gave orders immediately to heve ~loney in New York 
put in charge of that--

H.M. JR: That isn 't what I mean. Should Irey stay 
on exclusivelY as coordinator or should he go back to 
Revenue Intelligence? 

J.IR . GAS'I'ON: That is not what Norman is referring 
to. We are ready to make our recommendation on that . 

H.M. JR: That is what I meant. You people are ready 

on that? 

MR. GASTON: We are ready, yes. 

H.M.JR: Well, sometime this morning. Who else ie 

in on that? 

I.!R. GASTON: John Sullivan. 

(Mr. Paul entered the conference . ) 
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H.:.l. JR: Good morning, Randolph. I won't keep 1ou 
an1 longer than necessary. 

MR. PAUL: O.K. I was just studyi.ng my lesson. 

H.I.I.JR: Well, as soon as Sullivan comes, I want to 
bring up something that affects both of you. 

Thompson? 

l.IR. TH01!PS0tl: Senator Tydings has sent a question­
naineto practically all of the sections and the bureaus 
and divisions chiefs in the Department on personnel and 
space . It is a very disorderly and abusing wa1 to send 
a questionnahe around. 

H.M.JR: Why do we have to do that? Why? 

l.!R. THOl!PSON: Well, there is a Senate Resolution- ­

(1~. Sullivan entered the conference.) 

8 

H.U. JR: Come up here, John, where I can see you. 
Let ' s just wait a minute. John, and Paul, on the twenty­
eighth of January I had a meeting in mJ roam at which 
Kuhn was sick, Sullivan, Foley, and Paul were present. 
I brought up the question about who was going to follow 
up on mJ Cleveland speech and the machine says this. ;·;e 
were discussing the thing. I sa:y, ''Well, who wants to 
say ' I will take the responsibility in consultation with 
other people in the Treasury to see this thin~ through'?" 
And the answer was , Mr. Sullivan, "I will do 1t." 

l.:R . SULLI VAll: That is right. 

H.M. JR: Now, what is the situation on that? 

!.!R. SULLIVAN: ;Yell, we are taiting until the out­
come of the Rules Committee today. After that meeting 
Mr. Buffington and Mr. Morris and J.!r, Kuhn and Paul, lir. 
Gaston and I met and discussed different people. There 
was the Knollenberg interlude. After that, ~. Gast on 
got !Jr. Clevenger down from New York. ·.ve talked with 
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H.M. JR: Good morning, Randolph. I won't keep you 
any longer than necessary. 

MR. PAUL: O.K. I was just studying my lesson. 

H.LI . JR: Well, as soon ae Sullivan comes, I want to 
bring up something that affects both of you. 

Thompson? 

l.IR. THOL!PSON: Senator Tydings has sent a question­
naireto practically all of the sections and the bureaus 
and divisions chiefs in the Department on personnel and 
space. It is a very disorderlf and abusing way to send 
a questionnaire around. 

H.!J.JR: Why do we have to do that? Why? 

UR. TRO}.!PSON: Well, there is a Senate Resolution- ­

(1~. Sullivan entered the conference.) 

B.M. JR: Come up here, John, IVhere I can see you. 
Let's just wait a minute . John, and Paul, on t he twenty­
ei ghth of January I had a meeting in my room at which 
Kuhn was sick, Sullivan, Foley, and Paul were present. 
I brought up the question about who was going to follow 
up on my Cleveland speech and the machine sa7s this. ,·;e 
were discussing the thing. I say, "Well, who wants to 
say ' I will take the responsibility in consultation with 
other people in the Treasury to see this thin~ through'?" 
And t he answer was, J.tr . Sullivan, "I will do 1t . " 

llR. SULUV/JI: That is right. 

H.M. JR: Now, What is the situation on that? 

MR. SUll.IVAN: Well, we are waiting until the out­
come of the Rules Committee today. After that meeting 
!Jr. Buffington and 11r. Morris and )Jr. Kuhn and Paul, llr. 
Gaston and I met and discussed different people . There 
waa the Knollenberg interlude . After that, ~. Gaston 
got J.lr . Clevenger down from New York. ·.ve talked with 
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him, and I think about two days after that was the hear­
ing on the Cochran bill before the House Ways and Keans 
and that is hanging fire, and this morning it is coming 
up before the RUles Committee. 

Ur . Paul and I are agreed if that bill passes that 
definitely ends any chance of effectuating the Cleveland 
speech. 

H. M.JR: Yes, but we talked about Epstein, and we 
were going to have somebody follow through, get people 
to speak. 

!.!R. SULLIVAN: That is right. 

H.l.1. JR: But nothing has happened? 

l.!R. SULLIVAN: That is right. 

H. M. JR: You haven ' t got anybody doing it? 

MR. SUlliVAN: No. 

9 

Wt. GlSTON: Clevenger seemed to be quite anxious 
to undertake it . 

H.U. JR: Let's call a spade - nothing is being done 
right now? 

l.!R. SULLIVAN: Not a thing, sir. 

H.M. JR: It is kind of tough on me . I mean, I went 
out - I forget when I spoke in Cleveland - and made this 
speech. This meeting is t he twenty-eirftth . I don't know 
when I spoke in Cleveland. From this aay on - I mean, 
nobody has just gone out from the Treasury to back me 
up. What are we going to do about it? 

MR. SULLIVAN : I think it depends entirely on what 
happens today on this bill. 

H. IA. JR: But let me put it - let me raise another 
question. I mean, this wasn't - it was the question of 
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getting backing on the fight on states and municipals. 

1m. SULLIVAll: That is right. 

H.Y. JR: And outside of mf speech, nothing has 
ha.Ppened. 

Now, let me ~et the thing. There is this Urs. Catt, 
a~man of over elF,ht.y, a very influential woman, oomes 
out, most prominen{ among women's writers, and makes a 
statement attacking us on our joint returns . There is 
something that should be handled automatically. Two, 
yesterday in the New York Times, three or four columns 
by Stolper, and today, a very tricky answer, editorial 
in the New York Times, in which it said - well, they 
take mf fiqures , part of mf figures , but the other part 

10 

are no good because they are based on theTNEC which is 
all wet, see . At four o' clock this afternoon undoubtedly 
they will ask me about the Stolper letter or the answer, 
because he says we are fallacious, and he is intellectually 
dishonest and the drive is on for the sales tax and lower­
ing the exemptions. Now, who in the Treasury, because 
the days aren't long enough, is going to watch the papers, 
somebody in taxes on - like Stolper, state and municipal 
taxes, a woman like Mrs. Catt, who in the Treasury can 
I turn to and who will say, "i'le are watching the papers 
and we are backing you up, and if you make a speech in 
Cleveland, don't worry, Boss, we will back you up. " \Yho 
is really going to do that? 

liR. PAUL: l.!r. Secretary, I think there are two 
as~ects of that. There is the backing you up from the 
polnt of view of giving you answers, and there is another 
completely different asvect which is backing you up from 
the standpoint of or~Eing publicity. 

Now, I would like to have that responsibility fixed. 
I will come in any time and back you up from the stand­
point of whether you are right or wrong and what you 
should say to the press . I am willin~ to do the other 
if you want me to, but I think there lsn' t any centrali­
zation of responsibility there. 
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H. M. JR: Well, franklY, 1 thought that - t here has 
been a shift since that - but on t he twenty-eighth of 
Januar,y the responsibility for get ting people to speak 
and go out would be Sullivan's. 

1 1 

l.m. S'JIJ.IVAN: There wasn' t any question about that 
at all. 

H.M. JR: And I don' t see that - despite the cleavage 
that you (Paul) make - now aDfbody get in on this that 
wants to - I mean, we have got a program, and then there 
is the question of getting peo~le to back us up . There 
is this thin$ that they are doLng, trying to get Green 
and what's-his-name to come in here and make a joint 
thing, and there is a question of what you people would -
I certainly am not going to do it . It is sil ly for me 
to haye to ~atch it. But at four o' clock today someboay 
ought to say, ~Ve will have an answer for you on the 
New York Times editorial, and we will have an answer on 
Stolper's letter of yesterday, so if you are asked at 
press , ~· and so forth, and somebody constantly stirring 
up people to back up the Treasury. I don 't see that -
I think it is all one. 

MR. SUU.IV.All: J.ir. Gaston and I wanted to talk to 
you this morning on Clevenger . 

H.M.JR: lfuat do you think, Herbert? How should 
this be fixed? 

l!R. GASTON: Well, I think, as Randol ph says, there 
are two different thin~s, but at the same time one person 
can handle those two different things . I think we ought 
to have somebody in here to handle i t. I don't think 
anybody here now has time to give attention to all of 
it , or i s equipped to . I t hink we should have somebody 
in as soon as possible if we decide to go ahead and fight 
on that. 

H.M.JR: Well , that was the purpose on the twenty­
ei ghth. That is what we said on the twenty-eighth of 
January. You were in on that. 

• 
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J.IR, GASTOll: Yes. 

H.M.JR: That is a long while. 

MR. GASTON: I did give a lot of material to some 
people uho held a meetin~ up in Mrs. Pinchot' s home, 
but that was a small matter. 

~. PAUL: Well , I am certainly giving material 
to people. 

12 

H. M.JR: Yes, but I want to talk to somebody . I 
want somebody to make suggestions. I want somebody to 
get speakers. I want somebody, as I say, that I don't 
have to be needling. I l'lant somebody to be thinking 
about this thing. Let's just take these two ~eople and 
this question of - now, there waa this execut1ve meeting 
of the governors. ~o is contacting the Committee of 
Governors? '.'lho is contacting the mayors? There is all 
this stuff to be done. 

MR. PAUL: Well, if you will just say who you want 
to do it detlnltely and put the responsibility in one 
centralized place, then it is a question of getting men -
no one person here can do it all . It is a question of 
organizing and getting people to go out here and there 
and perhaps having a man versed in publicity and all that 
sort of thing. 

l.!R. GASTON: I think this man we spoke of could do 
a good job on it. He did this B.M.I. fight against the 
Ascap. He did a very good job on it . 

H.K. JR: \'/hat is his name? 

MR. GASTON: Russell Clevenger. He is an ex-New 
York Times financial writer . 

MR. PAUL: I thought he waa an able chap , didn't you, 
John? 

!JR. 3JLLIVAtl: Very. 

KR. GASTOll: He is willing to come. 
• 
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H.M. JR: Wb7 don' t we take him on? 
liR. GASTOn: Well, we had him down here two weeks 

ago, and he indicated he was willing to come , but we have 
been waiting on thls--

MR. SULLIVAN: We have been waiting on the Cochran 
bill, Mr. Secreta.rr. 

l!R. PAUL: Yes, but I think we need something 8Jl¥1fay, 
irrespective of this particular point. 

H.!!.JR: I don't see wey you have got to sit back 
and wait on the Cochran bill. Take joint returns, for 
instance. Take the slew of stuff that is in every paper 
on sales tax. I finallY got that sales tax story over 
myself and they have got the figures; and, incidentally, 
I want - I have got to borrow Blough this morning to han 
that answer on the Stolper article, and unless there is 
somebody else - and the editorial in the Times today. 

J.!R. PAUL: Shere can go up with me. That is all right. 
H.M.JR: Because he is involved. Have you read the 

two things? 
MR. BLOUGH: tlo . 
H.M.JR: Well, get them and after you read them, brief 

them !or me . The whole thing, it all gets back, t hey say 
that we based our stuff on TNEC, you see. 

KR. BLOUGH: It is not true . 
H. l.I. JR: And that i.e tull of holes. And tha.t TMEC 

stuff is the thing that this Hildegardeltneelamdid, isn't it? 
llR. BLOUGH: It depends on what they are talking about. 
H. !A.JR: It is such en eas~· thing to go back at the New 

York Times, and other papers will pick it up and pick it up. 
MR. BLOUGH: There is nothing we have done that bas 

any tie-up with the TNEC that I lai.ow of. 
H. JA.JR: Well, if it isn't answered today, all the 

other papers will run it; and,as I say, the Stolper article 
yesterday and the Times editorial based on it. 

l!R. BLOUGH: Ri~t. 

H.U.JR: Now what about this man? 

AIR. SULUVAN: He is a good 1118.ll. 
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MR. GASTON: And this broadenl.ng out of the whole tax 
job, we were consider ing it solelf f rom the standpoint of 
the tax-exempt proposition but cover ing the whole field is 
certainly, regardless of the outcome of thia--

H. M. JR: Vfuere i s this fellow Merillat? He was good. 
Where is he? You don' t think he is any good? 

UR. BLOUGH: I say he is in Honolulu, isn't he? 

I.IR. GASTON: He is with Foreign Funds somewhere. 

H.M. JR: Was he good , Roy? 

liR. BLOUGH: I don ' t know if he would be any good on 
this job. He did a very nice job in writing up the tax 
sentiment . 

H.li. JR: What is he doing in Honolulu? 

MR. FOLEY: I don't know. 
H. M.JR: Let's bring him back to Washington, Norman. 

lie worked in Roy's shop. 

MR. BLOUGll: He worked with Mr. Tarleau, but he is 
not a trained publicity man. lie wrote a very nice sum­
mary of news . 

H.ll. JR: flo , but take a trained publicity man, could 
he prepare the stuff for him? 

J.IR . BLOUGH : That I think he could do. 

tm. GASTON : Coverine the whole field, the man will 
need help. 

!.JR. SULLIVAN: I think Merillat would make a very 
good man for him, Mr. Secretary, especially if we decide 
on Clevenger Who comes in from the outside and who is not 
familiar with all of these things that Jler illat knows so 
thoroughlY'. 

l!R. BLOUGH: I would agree with that statament. 

H.~JR: All right, let's get him back. Well , then, 
it gets down, where should this go? I mean, who should 

14 
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he be responsible to, this fellow Clevenger? I mean, 
whose group, who is going t o follow all the things 
and ia going to back up the Treasury, Where does he go 
to? 

MR. PAUL: Well, that is up to rou. He can go to 
John, or he can go to me. He ousht to go to somebody 
that is right !~ ~ouch with the program all the t~e • .,.,. 

1!R. SULLIVAN: I think he would have to be very 
closely in touch with Randolph at all t imes regardless 
of nhom he goes to, Yr . Secretary. 

H.M. JR: You do? All right, will you take it, 
Randolph? 

MR. PAUL: Sure, I will take it if I can get the 
help, which I assume I can. I will get after Mr. 
Clevanger today, and r1e will get the other man back to 
help him, and we will head it up that war, if you say 
so. 

H. M. JR: Then the i dea is to work this thing up. 

MR. PAUL: That is riJht . VIe will work it out 
right away. 

H.l!. JR: What? 

UR. PAUL: We will work it out right away. 

H.M.JR: All right. You are excused. 

(~. Paul left the conference. ) 

H.M. JR: Did I get you (Sullivan) out of bed? 

1!R, SULLIVAN: No. 

H.M. JR: You mean yes , I mean not the sick bed? 

MR. SULLIVAN: No, 1'Wo no'•• 

15 
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B.li. JR: .Uter hearing all thie coughing, I thinlc 
we will get rid of theae people. The President aald -
told the etory, it took half an hour to tell i t at 
Cabinet, about how thia man and wife who went down 
somewhere in Mexico to visit thie l ost tribe for a year, 
ninety_people were living there, the Indians . They 
aaid, ~ell, aren' t they imbred and sick?" He aaid, 
~o, they have just got one rule there. If anybody in 
the t r ibe gets a common col d, which t hey get, they just 
point a finger at him and he hea to leave the t r ibe for 
one week. • 

. 
MR. HAAS : I m read¥ to go. (Laughter. ) 

H.Y.JR: That ie very good, George. 

YR. BELL: That wae kind of a forced cough, I 
thlnlc. 

H.K.JR: Herbert? 

MRS. KLOTZ: Harry looks eiok, 

H.Y. JR: I didn't hear him cough. 

MR. GASTON: I expect to have that letter in to f OU 
today about foreign representativee . 

B,J,(, JR: All right. 

16 

WR. GASTON: I have got a very nice letter from the 
Coaet Guard in Honolulu praieing the work of the Narcotics 
man there who attached hlmeelf to the Coast Guard during 
the eraergency. The War Depar tment raised some objection 
to - out in Seattle to giving these these Lend-Lease 
figures going on Arm, transports, and I called up Patterson's 
o!f1ce1 and I thinlc that got things straightened out so 
they W1ll let ua have the stuff. 

H.M. JR: Who objected to it? 

liR. G.lSTaf: The Tranaport Service of the War Depart­
ment. SCIIIIe of those shipment. are going on tranaporta, 
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and they wouldn't give the Cuet0111.1 !gent the figures 
1.111til they got orders from the Wa1' Department, eo I 
th.lnlt we have got that thing etraildltened out. You 
might be interested to know that tne Saturday Evening 
Poet has fired Stout because of hie isolationist atti­
tude. They are cleaning house on the editorial staff. 
Fuller is behind it, the general manager. I think they 
will get rid of Garet Garrett, who has been doing the 
isolationist etab-in-th.o&ck editorials , I suppose 
you looked at that material that Grant ga~e you. 

H.l!. JR: I turned it over to Sullivan. 

MR. GASTON: We don 't find anything wrong with 
Hennigan other than the fact that he ie making about 
forty-five or fifty thousand dollars a year, and I 
don' t know w~ such a man who 1e making that in the 
law practice wants to be connected w1 th the Intemal 
Re~enue. 

H.M. JR: I kn011' a man who ie making a hundred thou­
sand dollars a year and wants to be Alien Property 
Custodian. (Laughter.) 

UR. GASTON: Well, that ie a little more attractive 
proposition, I would say. I would like to go to New York 
to spend the day tomorrow if you don 't mind. 

B.l.!. JR: That ie all right. 

MR. GASTON: It 1e on H&Mard protection matters. 
Waeache ia going up. 

H.J,!.JR: What ia the banquet? 

MR. SUU.IVAN: Friendl7 Sons of St. Patrick. 

H.M.JR: O.K. 

1!R. GASTON: That ie all. 

H.ll. JR: Have 70u got an inspection up there too, 

.. 
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llR. FOLEY: I could. 

H.U:. JR: What is on 70ur Jdnd? 

llR. FOLEY: Ban we decided who 1a going to appear 
before the Rnlea Cocmittee on the Cochran bill? 

liR. SUIJ.IVAN 1 That is what - both Rodolph and I 
are going, and we are going to take Chuck with ua , 

H.M.JR: What elu do fOU have? 

liR. FOLEY: Nothing. 

H.U. JR: Sta7 behind. 

UR. BUFFilfGTCIJ: llr. Dlme7 saw llr. Cole o! the 
Reader's Digest . 

H.M.JR: Mr. who? 

UR. BUFFINGTON : Mr. Cole of the Reader' s Digest. 
The7 are ver1 favorable to that ideat and Ro7 Disne7 ia 
coming do'llll Tueada7 or Wednesday to Cliacuaa same further 
things. Our Donald Duck picture en de today. 

H.M.JR: 'f/hat do fOU mean? 

l!R, BUFFINGTOli: The7 are going to atop showing it. 
They have shown it in close to twelve thoua.nd theaters. 

H.M.JR: And they are going to atop showing it in-­

l.!R , BUFFINGTON: Yea. Thef feel the7 have covered 
practicall y the entire field. 

H.1l.JR: Supposing the theater wants it. 

llR. BUFFINGT<lf: The7 will let them have it, . The7 
are keeping fift7 reels in reserve !or an,. requesta 
the7 may han. 

H.M.JR: Are there any letters you could write to 
that one man ln particular who has done auoh a good job? 
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)(R, BUFFINGTON: Do fOU mean Kin Spitzer. 

H.ll.JR: On the dlatribution, 

WR. BUFFINGTON: Oh, Herman Robbins , I think it 
would be a nice thing to write a letter, 

H.Y.JR: You write a letter and I will sign it. 

lm. Jm'FINGTON: That h all. 

lm, BLOUGH: llr. SulliTan mar want to bring this 
up, but lir, Tugwell has been trying to get ue to acd 
somebod¥ to help him as a thoal adTiaer, He wants ua 
to rr the bill, and we have been teying to figure out 
wha to ear about it. I think he talked to you some 
time ago, perhaps. 

H.M.JR: We can't do it. Thef will have to pa1 
the bill. Harold, afterward, it fOU would take care 
ot this, tor me, and put in some worda. She has dis­
covered Taxes To Beat The Axis, and she has written 
words to the aong, Deep In The Heart of Texas, Look 
her over and see it I ought to meet her. The words 
aren't bad. 

UR. GASTON: Bob Burna i s the fellow that started 
that Deep In The Heart of Tazes . 

H.K. JR: Is it? It ia a good song. Anything else, 
Roy? 

lm. BLOUGH: Deep In The Hurt of Taxes, Mr. Tarleau 
said the other day, and I thought it was very good. No, 
I have n~thing. 

H.M.JR: George? Deep In The Hurt . You ean sing 
that song to Sam R&rburn. 

llR, HAAS: Here ia that report. I will have another 
one at tour o'clock todar. 

H.){. JR: Look, . as I r11Hl11ber, they got me kind o! 
contueed on thie tlllng. 
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l!R. HUS : I wonder it it would. That first 
sheet ia the one fOU saw the first da7 of Philadelphia 
alone. Now, the second sheet ie all Ruaeiana at an7 
port. 

H.Y. JR: Oh. 

MR. HAAS: Thie is all &leeian, including the 
Oult and other places, Des ton and New York. This is 
Philadelphia beginning back at that Yonda7 and crosses 
out those that sailed since March riine. It is just 
for Philadelphia and that is all Ruuian . 

H. ll. JR: B\lt these are the ones whioh have sailed? 

MR. HAAS: Yea! these are for Philadelphia . You 
asked for them epee ficall7. 

H.Y. JR: Well, we will run it that W&f• There are 
only two that han sailed? 

l!R. ILUS: That is right. 

H.ll. JR: .Would you, Norman, call up the Under­
Secretary -of War's office and ask him if he would give 
me the se~up which Gene.ral Somerv.ell nowheada in regard 
to transportation? There ie Gmeral ScaerTell, the 

• lo!ari time Coaaiuion and Joe Eastman, the Railroads . Now, 
they met Friday and had some kind of a set- up under 
General Somervell, and I would like to know what it is 
and there must be some order on it, you see, and I wo~d 
like a copy of it. Now, this is the Federal Reserve 
System program? 

WR. HAAS: Yea, air, and the notes on that meeting. 

H.J.I.JR: Right . Now, aren't ;you (Bell) testifying 
today? 

MR. BELL: Yea, ten thirty. 

. H.M. JR: If I want to go to eohool with George this 
"morning, t~~ ia all right, ian' t it? 

20 

Regraded Unclassified



-16-

KR, BEU.: Yea. 

R.M. JR: And then whf don't we have a - I can meet 
with you at three fifteen, Bel~ on thia thing. 

MR. BELL: All rif:ht. 

H.M. JR: George doesn't have to go up with you on 
the Hill, does he? 

KR. BELL: I don't think ao. It h just that 
amendment. I hope not to be there more t&au a half hour. 

H.?.!.JR: I will be reaclT for you a little while . 
later, George . John? 

MR. SUIJ.IV.lll: We ban had some figures in that 
a.ren•t too definite, but indicate the collections and 
at least in these two offices, they are running about 
three times what they were at t he sam e period last year, 

H.Y. JR: In dollars? 

!JR. SULLI'lAN: In dollars. In one instance, eighteen 
million against aix1 and i n another instance twenty- one 
against seven. In the Indianapolis office last year up 
to, I think it was the seventh of Uarch, they bad fifty­
five thoueand taxable returne. This year they have a 
hundred and fifty- three and of the hundred and fifty­
three, a hundred and eixteen t.houeand paid in full, 

H.ll.JR: Could I have a 11 ttle note of that for rq 
four o' clock prees? 

MR. SULLIVAN: I will get {ou all the figures that 
are available, but I doubt if i i e wise to give them 
out, air. 

H.M.JR: Well, a few spot ohecke wouldn't hurt, 

MR. SULLIVAN: All right . 

H.U. JR: The boys will want eomethlng. I would like 
to have th111. 
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llR. SULLIV!N: I will get fOU what I can. 

H.M. JR: I would like to have something on it. 

MR. SULLIVAN: lil right. 

H.M. JR: What else? 

MR. SUIJ.IVAU: We thought it might be nice if we 
drew up some kind of an honor scroll to give to these 
f ellows who have been so helpful i n giving us billboard 
advertising space, and radio stations, and the editors 
and what not. I would like to draw one up and show it 
to f OU and aee what fOU think. The7 have real17 been 
veey responsive. 

H.M.JR: I have heard practicall7 nothing on the 
radio about pa7ing your taxes. Over the week-end on the 
farm I listened a lot. There is just as much Defense 
Bonds, but I don' t think I heard a single announcement 
about pa7ing your taxes. 

!JR. SULLIVAN : Well, I made three five-minute tran­
scriptions which were sent to eight hundred seventy- two 
different stations, and I have heard a great deal from 
that. I mean, people who knew me heard it. 

WR. GJSTON: I heard several during the week on 
the local radio, about paying fOUr taxes before the 
sixteenth. 

H.M. JR: I just didn' t hear a word. 

1m. BLOUGH : These morning programs that are supposed 
to get you up and off in a cheerful mood have been talk­
ing taxes lately. (Laughter.) 

22 

Regraded Unclassified



- 18 -
23 

H.K. JR: Well, 1 was surprised at the attitude 
toward ae. Mra . ~rgenthau and 1 went to the theater 
last night . It showed a glorified vaudeville. The7 
first called on Douglas Fairbanke Jr. who was t here. He 
got just a little hand, and then t hey announced that I 
was {n the audience . He• didn ' t say anything about taxes, 
but after all they know it; and I was amazed how fr iendl7 
the a~dience was . They couldn't find me . Thie man said 
"My God! Don't tell me he is up in the balcony. • (Laughter) 
But I was amazed . 

WR. GASTON: Was that here or in New York? 

H .~. JR : In New York . 

WRS. KLOTZ : that was it? 

H. M.JR: Priorities of ' 42. I t is terrible. Harry? 

Mk. WHITE: Nothing sir. 

H.M.JR: Wonderful. How much pressing is this thing 
that you have written me about with th.e En,;lish and Dean 
Acheson? 

MR. WRITE: Nobody is pressing me . 

H. W. JR: Wonderful. 

KR. BELL: On this ammendment apparently there is 
quite a bit of aposition to Byrd, more because Byrd offered 
It I think than anythin~ else . I thought I would take 
the position that we have no objection to it unless it is 
going to delay the bill and we wouldn't want it to do 
that. 

H.M.Jl\: Oh, I would kind of throw llfl weiJ!talitt!e 
bit against it. 

WR. BELL: I think the committee will do that. 

H.K.JR: Well, I will t ell you, I don't know what 
Larry Bernard found but the thing that worri es ae i a, 
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this ia a sort of an over-all control of all of these 
independent agencies, and 1 don't think that is the w&J to 
do it. That i s what George told me. 

KR. BELL: I don' t think eo. I think all you do ia 
just pu~ in the hundred and twenty-five billion dollar 
liJai t the authority to iaaue guaranteed obligations. 
Eventually it will be th.ere ,.nyhow when we take them onr. 
That ie all I can read into it, and what we did do is 
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put on another parafraph which tied up. the guaranteed debt 
with the gross publ c debt. He wanted them in the saae 
statement. I thi.nk we can do that without legislation, and 
I would rather do it without legislation. 

H.K. JR: But don't try to - try to stay aa neutral as 
you can. Put your heels against it and haul back, will you? 

KR. BEU.: .ill right. 

H.W.JR: Haul back. 

I(R. BEU.: I will try. 

KR. THOMPSON: I thi.nk on this !Tdinga resolution, I 
will get up an answer for the whole Treasury Depart•ent. 

H.W. JR: Look, supposing every other Senator ia going 
to send us something. He isn't chairman of anything. 

KR. TBOKPSON: Well, this is Senate Resolutions. 

KR. BELL: He is Che.i l'IUD of the Subco-.1 ttee. 

MR. THOMPSON: The purpose is to see i f there is sur­
plus personnel and apace that can be used for the war effort. 
I think aa far u Treasury 1a concerned, it 1s a waste of 
effort to go through it . 

KR. WHITE: Have you taken a glance at i t, Mr. Secre­
tary? It 1a terr ific. I han never seen anything like 
that questionnaire . 

KR. Tfj)KPSON: He sent two hundred thirty-tin of the•. 
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H.M.JR: Well1• whf don't 70u go up and call on who­
eTer did that for ar. Tydings and aa7 it is--

KR. THOMPSON: Yea. We checked with thea up there, 
and the Senator's idea is that if he can get direct informa­
tion from the officiala,he will have a definite ~icture. 
Moat of the questions could be skipped b7 the majorit7 of 
the people . 

H.K. JR: You mean he doesn't want it from aet 

KR. THOloiPSON: Well, he does want it . He wants to 
eee if what the7 give him c~ecka with what 7ou give him. 

H.K.JR: Well, I will leave it with )'CU. 

KR. THOUPSON : I will get up a report for the whole 
Departaent. 

KR. BELL: There are three or four committees up there 
doing the same thing. 

H.M.JR: I know. 

KR. FOLEY: Mr. Secretar7, aa7 I bring up one thing? 
There ia an oil tanker down in Port .lrthur that has been 
immobiliEed down there for aoae time, and Dean .lcheson 
called up Friday afternoon and said that the7 were terribl7 
anxioua not to have her aeiEed but to turn her over to the 
Spanhh to take sou oil to Lisbon . She was owned b7 a 
Greek re~ee who went to Madrid and was jailed there. He 
is auppoaea to be out now, and Foreign Funds has taken t he 
position that we don't know whether or . not he is acting 
under dureaa and have refused to licenae the transfer of 
the tanker to Spanish reglatey. 

Now, I told hia that I would apeak to Foreign Funds 
about it and ask them who would handle the matter with the 
State Department in case our boys wanted to argue. Well, 
our boye did want to argue, and Ftl.a called me on Saturday 
and the upshot of it •as that I eaid we wouldn't release 
her until we had a letter from the State Department saying 
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u a utter o! high politics, internationalJolitlca, it 
was essential that she be turned OTer to Sp n, because 
ordinarlr we wouldn't do it, and i! it la a political aatter 
we would want it in writ ing, aa that ia the poaitlon. They 
went back and called me back about fiTe o'olock Saturdar 
and said, ~No letter,.• and I thought marbe you might hear 
about i t . 

H.M. JR: !!!7 good. 

26 
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March 16, 1942 

MEMORANDUM FOR THE SECRETARY 

From: Mr. Blough 

SubJect : Editorial in New York Time a, March 16, 1942. 

The poi nt f entured in this editorial is that on 
the basis of National Resources Planning Board figures , 
one-third of all the consumer units or the country 
(families and single individuals) hr.ve incomes or 
leas than $780 a year, while two-tbirde have incomee 
of l ess than $1, 450 a year; and also that families and 
single individuals having income or l eee than $2,000 
comprise 82 percent of the consumer uni t e and account 
ror 6o percent or consumer purchases . 

The main point or t he editorial i s summed up in 
the following sentences: 

"It' these fi guree are corr• ct , 1t appears that a 
~ubetantisl maJority or all consumer unite accounti ng 
ror a very large ptrt or all consumer expenditures 
must be exe:npt from income ts.x. • The queat1on i s: 
"Whether it it not necessary in one way or another to 
di p still further into the current purchaaing power 
or those unite which, despite their low incomes, con­
stitute the majori t y or consumer unite , i n order t o 
prevent the still greater hardshi p or inflati on.• 

Comments: 

(a) The National Resources Planning Board figurea 
cited by the editorial are tor 1935-1936. Incomes have 
risen substantially since then. According to more 
recent estiaates made by the Office of Price Adainietra­
tion on the aame basia aa t he National Reeourcea Planning 
Board estimate s, i n 1942 only one-e1Xth (instead of 
one-third) or all consumer unite will receive incomes 
below $780, and elightly l ese than one- halt (instead or 
t wo- thirds) Will r eceive incomee below $1,450 a year; 

/ 
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and famili ae and aingle individual• having incomea 
or leas than $2,000 vill compriee tvo-th1rde (instead 
of ~2 percent) or the consumer unite. We eetiaate 
that familiae and tingle individuala vith incomee 
lees than $2,000 account tor about 50 percent (1netead 
or 60 pe~cent) or consumer purchaaea. 

(b) Some tam111ee vith incomee over $2,000 Vill 
not be subject to tax because or the credit tor 
dependents; on the ot her hand, ' 'rue families and 
many single individuals vith incomee belov $2,000 
will be subject to tax. In all, it is e stimated that 
in 1942, under present exemptions , about one-third 
~: all persons receiving incomes vill be eubject to 
the income tax. Theee persons Will account tor more 
than 55 percent or the total income received by all 
persona and tor about halt or all conaumer purchases. 

(c) The r eviaion in tiguree doea not change sub­
stantially the policy question posed by the editorial . 
Although the problem is somewhat leu eerioue than the 
editorial suggests, it is true that about halt ot the 
consumers' purchasing power is not reached at al l by 
t he income tax and substantially hR.lt or the balance 
is largel~~F~l~eved by the exemptions to people 
paying some"Y'ax. 
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Ma.rch 16, 1942 

HEHORANDtn! FOR THE SECRETARY 

From: l~r. Blough 

Subject: Comment s on the letter of Mr. Gustav Stolper, 
oublished in the New York Times , Sunday, 
MArch 15, 1942. 

the 
• r e 

l. 

The pri nc i pal pointe m.ode by Mr. Stolper agai .nat 
Trea sury position, together with comments on them, 
as follows : 

Sta tement: 

Sal aries and wages i n the three years 1939 through 
1942 will have risen $20 billion. A great bulk of t his 
incr ease goes to lncome groups below $3 ,000. •or these 
$20 billion, the Trea sury actually oropoeee t o draw 
t300 million in income t axes.• 

Comment a: 

a . The statement appears t o be substanti ally 
correct with reeoeot to the $20 billion increase in 
eelariea and wages. There appear t o be no studies 
showing the distr ibution of thle increase but it is 
orobable that a l a rge oart hns gone to income groupe 
below ~3,000. 

b. On 1939 incomes , persona with i ncomes below 
$3 ,000 oeld onl y $42 mi llion in i ndividual incone t ~xee , 
~r lese t hnn 5 oercent of total individual income t axes. 
On 1942 incones, it l s estimated thnt at existing r ates 
of t ex, oersone w1 th boo me a below $3,000 will pay $750 
mi l lion, or over 14 percent of all individual income 
t~xes . The increase in r e t ee oro >oeed by the Treasury 
tJ1ll 11 lmost double t he toxea Pai d by persona wlth 1n­
oomee beleN $3 ,000 , eo t ha t under t hese higher r l!.tea 
t hey would oay about $1 , 450 million, or more than 17 per­
cent ot all individual income t axee. 

/ 
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2. Statement: 

The tlguree whlch the Secretary presented r elatlng 
to percentages ot lncome t aken ln Federal , Sta te and 
local taxee were probably predloated on Monograoh 13 
ot t he T. N.E.C. ·~ho Pays Taxes?• AoPrt trom serious 
stAtistical mistakes, ~is study makes two important 
mlequ~liticptionR . It qu8l itiee social security pay­
ments a s taxes and it aualities r eal es t a t e t axes as 
being borne by the tenants: ~ 

COm'Jents: 

a . The Treasury study was made i ndeoendently ot 
the T. N. E. C. study. While simila r techniques were used, 
t he trea tment ot oertaln t axes was materially dltterent. 
The Treasury percentages ot tax are substantially lower 
th~n tho se ehown in the T. N. E.C. etudy. 

b. The ~ocisl security t~xes are oroperly grouped 
··•1th all o t her t axee tor ourocaes ot meeeuring the com­
culsory opyments l mncsed by GovernmAnt end determining 
hc~r much ot the i ncome a t these levels ie already b eing 
aoorooriated by t he Government. 

c. In the Tre~sury s tudy , re'l est~te taxee were 
~ounted in OPrt as tqxee on tenants (and owner occuoants) 
and in part a s t exee on business , shifted to coneumers. 
Tills was Judged t o be t he most realistic treatment or 
t beee taxes i .n the light ot eTailable data. 

3. Sta tement: 

The proposed corpor a tion taxes will not curtail 
consumption by one dollar. They out entirely into the 
savinge fund ot tbe Nation and may crests ghastly con­
sequences by destr oying working capital to oper ate 
businees in the post-war period. High oorryorate taxes 
destroy the incentive to ettioient ooeration . 

Comnents: 

a . We cannot expect other gr oups to make heavy 
sacrifices and not to demand increased i ncomee unless 
ooroore t e or otita are taxed heavily. Public morale 
o~n be me1nt~ined only it corporations are required to 
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pay a lArge share or the cost of t he war. 

b. The high coroorate t axea will orevent i n­
creases in dividend s which woul d be i nflationary . 

c . The exoectati on that t h e preoosed Treasury 
r Btes wil l deetroy efficiency or operati on i s a aatter 
of ooini on. We do not agree t hat it will have any 
serious effect on oroduction or efficiency during the 
war emer gency, oArt icul s rly since where the t ax on any 
doll•r or income exceeds 80 oeroent euoh exoees shal l 
be ol aced in a reserve for repayment to f i nance emoloy­
ment after the war. 

d . Since t pxes ~re levied on income t hey do not 
reduce wo r ki ng c~oital unless t here ~e been a mistake in 
determining income . The Treasury b" s suggested t hat 
orovieion be made tor correcting mistakes of this kind. 
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Basis of Treasury Tax Plan Regarded as Fallacious •. ,,IS_ 
Economill Find& Three Dangerouo Beliefs in Am.ericm War Finance Policy Which Be 

Believe. .lll uot e .. Di&earded Immediately to Avoid DiAuter 

MAR 1 5 ..,.., ....... la ·- ... _. .. .. , •• , ... , ~--. • ' ""',.. • ' 
. . . I~ . . th• ncetpt..,.. undtf'Ntlmaltda.nd that , How dou the "rru .. ury propot.e to 
T.\t wrlltr o/ rAe /OUow,'iJt/1 J.euw .. actually tb•J' mQ' Ucttd .. umatea by a +cope. with tbt.. pt·oblem'! 111 0,·e•··•ll 

'"' fCOJtO'""' of ifttM.aJtO*Il NIJ"'fd· con.eidtra.b~ ma rtin. Uowe¥tr that m1.7 propol&.la provide tor addlllon~tl••"tn\lt 
1~,. Cl-.-4 wot /fW'ffMrlf ecUtor of 1Hr be, no ont f&mlllar with tbt problem ot from lbt foUoWinf ~urcea1 
o.tAt•cM Volk~rt. Dw:mg tM World , war ttnanclnr un take luve wtlh the Million• 
Wor U \ftlf htMICJ o/ tM Z..eor<:ll ~ I'Oftmmant tha.t. 10M to lbt llmlta; h t I lAdlvldU&l income l&Jtu., 11,201) 

port~•• t/ tt.. IJit,.no.l A~ a.- n.t..lq tax.et lO ndu.c. tht w.r-cruttd Corporutoo t&llt t ..... , ... J.OIO 
«NJ ComM"-..,.cot ftW Wor ~)'- d•tldt.. But oen..ldertnr the m..-.ltu4e Elit.au aod 1'1/t tue•... . . J30 
Lofl'l" ~ wot • .r..&hroJ tN1111W for ·ol t.h• laevtt.aWe 4etkU., 1\ .. Ia llMll Rt.moval Of t pedaj privia 
BeJdttrl ol tM I"Nf'""*' ~9 Tat.bu tAttptft-.at whelbu a tew '10- k!zu · · · ····.. .... ••• .•• ut 
..... (!On'U~t o/ ,.,._ •~ o/ HoDa mor. or..._ .,.. oevered b7 taxu. EuiM tana .• . . . . ••• .• .• I ..ItO 

~ B• k/f Oa"~May 'l'OI--'•..r'h. b7 'bof'f'OWI.q from ..._.,..or b7 bocTow- .... 10 
- •)f ta;c troca private ~ - • 

M!4ft IA.e N....C. c. .. "'!• ~aM N Wbat m.atttn U.0.... ..U ..,_ tw. ca..,._ hom thb totaJ the .Trt ... \1'7 dt4~KU • 
....., • rititftt o/IM U•W ltoUa. ~ 1t1ou: (1) Bow to a voW u WICOAtroloo • one biDIOft doU..n " btc.ue of tbe •• 

l&llot. latlatkiDo aad (2l l'low not lO cn.,.. te..rn:latAd tlfecu•·; the nptettd total 
Tons l!orrotlwTJ .. Nn'TOU:Tnail: aht. bl.du«ry to eo,. wtt.b UJe at&~Wu- 11et taert&.M: th\1.1 Mini n .tiO miiUM 

U&)' the author of "Thll Aa• ot ll:tJ pa.t.-war probl-tm. It wUI h u.Ded Let \1.1 tint de~~:rlbt ~- the .. tu lo. 
Fable'" be P"tmltt..S to writt a tOrt ot UP-Oft to ~MI••· ereaau an •upPQHd to k achieved. 
poataoc r1Pt about the American tu pol• Prtc. Aclmlnlatrator Leoo H•odtreon : &rltl h p 
lc.y, It unten a rou.ncl tb.r .. u tnmel7 j ••timat.tct the o•hu da,yo lA a •Ptteh a t 5 ay More 
da.np rou• tallacl... Tbe flrd t. tbel :o .. lioln .. o that In 1N1 the output of ~ A.. for Individual lacome tax ... the 
belief tha t not.blftl but the a.blolut• eonaumer rood• and Mrvtc .. •mounted ' t~·tree: uemp.tlona ot 17&0 for t lnale 
amount Of tuatloa matlert tn Lbe fia:ht1 to n• billion, aralnet a national Income pereont and $1,000 tor married p..opl• l 
• «aln•t the t p.aar ot Jntlatlon. Tbe( of $12 billion, and l.hat In lt42 the out· and additional UOO for ea.ch dtp•ndent 
MOOnd Ia the belief that capacity to .,.., put ot con• umer rood• will bt cut to umaJn unchAnjed. The Treuury do .. 
Y Uti aoe:lal ertte.rlon for the cllltrtbu- 1M billion While tht na ttonal h'oomt nol propott to rueh l.nto U1e lower 
don of the burden, The third Ia the may r lae to $102 billion. Of thtMo he bracltt t.a. Thua, lh• American Income 
belltf u,a.t the crueJty or the war ju.U- fil\lret. $22 biiUon will be abtorbed b7 tu tor the 1m.ll and lower middle In· 
fltl, or eallt for. htp ty Quutlonabl..: taua a.nd normal aavlna:e, which would come •till apJ>e&n aa • vuy mild aUa.lr 
.oonomlc.a. Tht:M lbn~ bt:Utt• bav• luvt $10 billion a\ral'-blt ror eon1ufftp- u compared with t.he Brilllh, 1:\•n 
eruttd •ht .,fttlm.nt.al fable of A.merf.. Uoa, or llt blll~n l.n ucua ot aupp)y, wllb the propou.d r&tra h 'W11l be !ut' 
can wa.r tin.anoe. ll wm MrlOtal.J .n· AAa... .. tiD •~tjma•- ooe-tbJNI. ot tbe BrltLah for a ma 1rleG 
daqtr 011r ....,. eflort urllt .. -. dbea.rcl ~ I ~ ~ maa wlt.b two ehOdrc:a In tht lncomt 
n DO'W. before tt 11 too late. ' n ... np,... """' bt • rruabte Ia ...... poop of $5,000. We ~ nm.arkebly 

0.. Mardi I tJM &ec:retary ot ~ uaJ ~. bQc liMy hrta.Jaa)' rdJec't ~!ill wtUI UM t.mltAtiGe ot tbe 

~ .ubmltte4 to tbe HOWle w..,.. corTtetJ,y the order of m&pltv4e ot .ur Brttlah lD the hiP aocl Jilll'bu& tu 

.., We•na Comm.tu .. ll.ie pro,...&~ for PtoWem It we (I'J' t.o aci Jiilal th1 cal• b raclt:H&. But we 110p t:mha Unl Ia ""­
Uie " fpet l&a bW ot all Um-. Mr. t ftdar Ylt.r np.ru of U r. Hendtnon to tua.UOD or ca,-Lal p.J.u, whkla p 
llor'IUiha• hu at.ade t tw Jiliuelt • th4 ft.cal year l ttt-U tft order to make pracUa.lly tu: rr-.. Ill Ea.,_••· 
t1r0ft.l plf.« to the ft--.1 hlaory of u.. them compa.rab,le to the bloidltt tlauru. Peroen taa"•wlN. the haert .... a 1'-lthe 

'Unit .. ltat .. -.y h'- to~ ~ lbe ru ult.l mlt tl\ M a boUt a. fOIIowa. lit• !! -!'d medium bratke~ took vea 
an4 1ntt1TI\f, Ht hu not ,..t .aCCleld.ed fn bllll.oa. of doUan; 1bt&: a.ct:oaJ.J:y, die taiatioe of the low., 
u ptoM.tr to bre&k atw 11'0Uh4 In an lHJ..CI lacom• Jl'OU,. remain& eeatll'lblt. 'n:11 

t ra whu the eoraUnuaUon of old roo- NaUopal lneom•o..... .... t UI ma.nitd t.upe.yer •1th twG dtpend•nt.t 
\lnt PG11q S. bound w en4 to clim\al War upecdlturea, ,

0 
o,, ,,, ~ a~ a.c Income of 11.000 eVttl a fter ~• 

t aUurt. • Tax .. . .. . , • , • , , .. , , , ••• o, ao rtc:e.at propo.ta~__.ltbout "VVou• ~"' 
Con.umer rood• anlla blt . to ml.utble dtducllolll-wtll pay ont, nu. 

Arbltraey P rMu mptlo11t lncom• available for eon- or J ... than 4 per tlht. It happe~t.t t.ba \ 

The neca.l pletun of the United 8~tn • umpUon a.nd .avlnl•·. o ~ the lneomt rroupe \lp to i.hla lev11 rtpo 
proJtcttd In tba nut budltt year (Jul1 ln other word.t In thfl nut tl.acal )'nr ruant Mi per cent or th• Amuioan ,.o. 
J, INJ, to J t.lnt IOo lHI) It &dmiUtdli the s-•JI between' poun,ial del'ftand and pie. Ita otbn wonla, •••n af\tr lbta 
a • arblln.r)' In It& pr .. u.mpuon1 u that &U~I eupply of cl• lllu 10041 wiU k •~nd. clraatlc re.torm ot tha tneome 
ttf up other b•Uiauoent nation. The elo&fr to ~~ lban IO t he 111 billion ••U· taz, Jt ,..malaa the tu or a ••.rr acnaJJ 
buda-tt provldtt for u .pendJtu.ree or s.5t 0'1-at_.t_ bv l.eoft Htncltr.on. mtnortt1o No olrlelal ..Uma.t.. are 
btUioa •.nd Wl1h u to raJ .. reveauu to. ava.I:Lable u to lh• totAl U41t.loftal t.u 

rour h"o ut bUUon. Thla wtn .un lea~ to be ralMd trom. laoom .. up to 11.000. 
rno.rt thaa &.10 11111._11 to be. CO'ftreod b7 -,. owa .. lima te II tll&t It wUI ~ 
bo,...,...,, la ot'du to rMdt that loal. ooeH. ~ ~ttlloa. • 
It btDioa · ••ttlonal ,... ..... 11 .. .,.. to be 
........... 0 et wt.idl n WDm .,.. to " ... 
rt• .. ftor~~ t.u-M aM S2 MUiH. &om *' 
tacrM.M t• 1ocMJ hc:udu ~t.a. 
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a!~t Nt\tl' lark a!imt,G. 
,..\aJitl on m.ua oon.aw:apUoa at .U. Tuea \ortloo of Cbt I'M'UU.I 01 t.lth akll.rtlcal Salatf ~ oa ttltpa"', ttHpboM,. aad l'ubrica\lAI" .._u47 orllla&Ua ill two IDUq-.J.Inc.-\\''bat ._. u..& ..,...! .,... .......... u, or Ol'l pt,.Una U"&Mport&lloa, .,.. tlou.. 1t lint. ~u~tllt\M lloda1 lte\lrt\7 ,,., tntormtd U.• oth• r ..., tb&l th6 bu.tne .. t.u.ea, pure a.n4 almple. Tbt1,..,....:at.. u tax•. Tbtrt can bt no t~l natkU'Iallnoom• paid oVl aut ~'doUbllnf of tht ruoHna tu, we tlave!IMrioua dlaput.. tht.t tbty a.ra aotuaUy amoQnttd to * •• billion, u 100,.... rtuon \0 rear, wUl ramaln on pa.Pfr, lorc.d M 'fii\P, the .acumWated bl.a .. fJI l lt.T bllltoa owr 1140. Of the tot.J Ctrt&laly cuoiiM cor~.~~umpt&on for thtl iiU ot wbkb •ut. Ia •ue U.. a«Nt t.o iftCOIM ....,..,:at. M .._ U... fii.T btl- dunUoe of \ht w..r W'lQ be ttmlte4 b7 U.. ,..,.,. It wo.W pltr. the cklada Hoe war. .......,.. .. &1114 ...,. ... a.n ID- more powertvl te.eton U11n t.be pur-1tf we. to the &.mUMm.Dt o! the 'j)Ubltc., ertu• of 110.6 bllllo•· Oft U.. buUI of t-llulnr ,.ower o r the conau.mar, Jnlwould qua.llty 1. P. Morpo'a Ute In• ''" Juu..-y, ltd, fiJU.ru a.LrMdy ••all· othtr wordt. htre too we atop at tht!wranu o:r aecldent lneur&ftC:e pr•mh1m. ablt •• .na.y .. tbt'la.te that .ala.riN &n~ tin\ epproa.t h•• to "" prob'-m. &. pU1 ot :w·r. Korp..n '• tax bW • .. ,~ I• t.be c!lrrmtt 7U1' wiU rt.. a t Ytt Mr. N ora:t:n'th&U ma intain• un-' '!"brt MCIOM • .c;.wlt7 Mrloal •m~~r o1 k ut uotbu U blUIOA. U ~ oono- compromialft11Y hl.l: oppo~tUoo q:aJftlt & tlle monop-apls S. UM qaaHflu.U• ot .e" a Hve u t..Ltnat• oomN ttl rouP. sal· c t:neral ulea tax. Hla arrumenta a~.....t .. ta.\e tt.xM u btll'll' .. paid'' b)' the. arlu and wa«•• hi t ha three )'UH of aHII thl! old t rlt• one.-Ut&l a reoeral1k oantt. ADy on• wbo hu the rtmotut w1u will have rlten In ltl2 bf t.20 billion 1a.lu cu talla on. .au.tel and plentltul ,li!LM of \be f'MliUn of U.. Amert.a acain.t~ 1131, the I.Mt P"" ,.ar. Tbtr• commod.IU.. a.Hke. t.b&\ It at:riku a t ,_. ..tatt a!tuatke ever slDce 1121 .. ao ,_-. tb.&t lb1 ar-t Wlk of om n.euar1u a.nd WIDeertMUIH allke. a.boW4 ~ t.h&t real M\ala t.axee­LMnaH coee \0 thl Income .,..,.,. bt.- Ttte Sacr«t&l')' woUld be a t a 10111 to h~ M low, Ju.Urtl4 or oot-.re a.c\Uoo low .S,OOO. SalartN of uec.uUv••· wbJeh polrlt out whle.b commodlttu a.rt t t1111a.Uy WN on capital, whatever t.he orlf-­pla.y a vtr)' mJoor put 1D the \Ot.al pe.)"* a v-'la.ble 11'1 pltnl)'. We know ho• Ufto \lhl ln\4.1\tiOft of the I.,.._Jaton m&y roll. h.&Yt hudlf btP~~ ra1el4 Ia liU. tueaMful the tovemRJtiU bU kto han: .,...,_ It Kt. M.orc-tail:l&u woaW WhaltYt'r addJUoW pardur.tLq powu Ia prevuUal & aharp prl« ri.e la t~w~ ltutrvct hi.- ot:t\ee to_. lM "I'Uf"M ot may ha ve a«f'9f4 \e the UpJMI' lbeom~ 01ou.ariu, ,.rtteularly food and doth· ' tbat ~ph mor. erlUeaJJy, )-e JI'OUPI hu .,..., wtD ldte:a ...,.. ot by lr.ll Since Av,ru•t. Jtlt, th11 wholua1t 'wou'ld probabl)' be turprletd at the N-th' 'l'rtuury. . fll'lt.tt of toodtl\dh havt riaeft 30 to 180 ault.. Tht p..taetpt.l problem ot ou.r lalt ,.,. .-ut: oC lndut trlal raw materlal.- But. pat"&clozial w It 111&)" .ouod. tJ1A p.oUq t.. liCit bow nuat.b toW , tazM wm .,.,.., froD'I aoca. ~ncta.s., wber• prtt" arcwaeat l.a madl. ,._ nlevu.t lbaa th. now 111to the TnoUwr. Ttl• problUD t.l ha ve M.rty bet:n tfxecl-61 tom per ~nl. puhUe dl.cualon. HUt.~ to unnne. Even bow to dtaJ w1UI Uat DO blllJoa addl• f" a ~rlod In W'hleh we u:perltnee tueh ht the tax 1oa4 hetJ)fd on the m ... t t t!onal Income crtlt,\ld by the war, tbe r •volutlona.r)' prlta cbtl\fU we are ttlll jw•r• actu&ll)' .. htAV)' ... apurloua ~uf"rlnc tide. of mont)' that threattfl&.,. to aquea..mllb about a ceneraJ Mica ta.a ot 

1 
at&Uatlct tum. to lad leah. tbt totlea.l t+•l rt\ all clam.~ erect" few the prot...,. 2 or a ptr ul\l, Wtdda, ualftl'aally a~~~hl.liaft woaJ4 ..._. lac.o the oppoaite t<l'D of ..- Md6l lite. ~ w11!kb U. pU .. without aactJI4,Jona. w&Wd t...atr

1
dlf'loC.'Uola of where 1.\ W tbt 841ufUr7. rud:)' t bow un$AIU'I7 le&b.&• &a fndl- ylt-14 p to f1 billion. • 8 rd th w k ~Med b)' the ah.a.rp and contlnuout ril e Ill p · ' f 1 a en oa · e e1' .,r all oom.rnO<IH)' prleu. Ot tbue $20 Ab ty to ·~ ~ Jt t. the protectSon ot JIUi tbaM poo.,_ I'>UIIOft tb• Trtu ury aetually proPN•• Th• ... SKftt&t7 ful.U that enn now •Nt an4 ......... t ..-bars ot ou aodeb' '" draw S.XO alllkm to tlllooatl taut. tiM pUiq 00fM14tri.tloo to.r t.ha l&.X whtc.b .,. han bl at:M whte ..,.. uy :OOIMhhtl eao demoftfl.rate the 4an.p roue policy miUt .,_ ablUty to PIJ'• To a to dtY'IM melbo& \o oom-o.t. the tnadf!quacy ot th• A.n:'lerie&a war tu prUt «mfertnc• K.r • .Morten.thau rtad 'moa1ter o t innation. n Ia tb .. e und• r­pol\.ey more druUcaiJy t.hal\ lhl• ooo· 'he other da.)' · from a ,.._...,ury at\ld)' prlvU•J •d who will CIU'TY iba t.n1Jio lt a pot1tiOI'I. which. be Mld, "fndJcated thai • eiD11• bu.rd.•• of a. tltcal polky wbkll La .,.idt4 AJ•IMt n.iaJJIJ UM: iDeoiD4 t.u. b1 penon wltb • • IDC:Oib ot fT3G • .,..,. t., .._0 umut t:ft 4tta.•h of bar4 nal!Jm.. 
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U bUhoa tbere C*.D be tittle obJtctlon paid n.s per «nt ot hla locome 1" we cannot &bd mult. n.ot b&M our war Vl~tPt tha.t tt hu no bUrlnr Oft tbt Ol)f'n and hidden . FederaJ, Sta.t. and tu poUc)' on tht abUily to pa.y. What h lnhmtntal problem of war t ine.n«. loca l tiUtea of all litlnda, and • maa•rled · mattera In war tlna.nee t.-to Wle l.h• Y.v•n It the 12.6 l:ti1Uoft w.hlth ar• ad• man wltb no depenclt.n .... ea.rn.lnl" $l ,OOO,• tc.rn• lan ttrm-tbe .. propen.lltJ to dltlo11ally lmpoat.d oa tbt lneome patd l$.1 per e.nt. .U\tt Mehor lht.~e coruUCDe"• &Dd we t no'&'l-!ll thlt ru:pect tlnrkt t. &bo-te. u .ooo ••re 1110\ lcYIM at n.curu I cam• to t.be c:oaduioa tha.t aome ot ,,b, omd&J •tathtlel an re.1ta.. all. thls WHN hal'dlr mak1 mu.cb we woukl not be JuJtUitd II\ lowulnl ble--tba t In Am.t.rlca the. prope_nllt)' to tUrter.nre In con•umer dtmt-nd, t-hOUih oontumptlon or tmpo•tnr &Cel'le.ral •al .. "eon.eume ll ptat••t Ju•t In U\01• In­it wo\lld ma.ka a l'ftal d elll of 41rterene.e I &.X.'' 1
come rroupe wblch the recan\ Tre"ury In 1h1 amouot of t&viAIJ, btc:auae It ta Tht neWtJM.plr& dU DOt nport more ' JWOpoMSe 1uu wut to es.~Dpt from tMN t~WC~m.e ~pe wbo coatdba:t:. UM: pattiCUIUI a bCMat t.b1 Tr1.e.aury •tlildr to •a44JUon&l tuu. "'ulk Of "'• M \ IO.f•· 1t it a ~ttautJoa of W'hle.b tbt &tcrt-t.&t')' rtfcrft4. It 1' . a Tb• IJN&l bulk of th• &a.YinJI. how-10t1&1. noc of fl.tc&l, poll<:)' wh4ther we H .fe be.t. thAt It .,... prtdlcat.ct. on the 1v1r I• accumulated by U.e Income w-.nt to tqUuH the mlddlt cl&u" b)' widely quottd Monol"r•ph "":?· I of t.h• rrou'p1 a bove $!.000. Un. Grtal Brtt.e.fn, tuatlon or t o bOia\6r them by .t.na,U.. :TNEC. "Who PtJ• Taxuf Tbla IX• tn.d4ut&lly. lt ta t~aat tbe oppoelt-.) U cllla,l thm power to • • • · u•ordlft&I'J' 6ocument, wbkh wu pu~ th&. tu \Ill 10ft ••rollP Ia an)'t.blq Sr• Exd!rie TuN 1!,!-ltd o\'n • ,...,- &&0· .... me u; ';1~.._ 

1 
"Uke lha Pf'U el\t to1m, thl• pro~n•lty to • '" In \Vuhlnaton e.a a aort o •· con•ume not onl.r will not '- dt.eour-Th~ frn•ury al .. propeNe a. new ll•t \\ l•h to hope much to the ernbar....,.. ared but Will be: enormoualy •nht.nced.. Clf I XC'IM tAXt:l , Tbl• Ia cuppoatd to l~\fftl of Ito. ab'• au.thor. lt W'lll be l.rftalttlbl,t propel~ br a t ~ l"ld t t )4) mllUon.t. A. tar u tobacco. A-ct-uaU1 tbLI TN'EC moaocr&ptt Sa on• t.aat SU bLliJoll out or ~ uo \1111on~ as. nht>l &e4 .. f\ drta b a re ~ .... of I he Od.t.\&aclJ.GC u.antplu o! hoW fu b hkh thia ,...,.... pa)'tOU. .nn be '' • • J).-.bewerthJ Jlf'OP<*IJ W'blch ta,. :ev• n wtU IRIMd .eonomLitt ea.n 10 .:..r w tha. 1 INI 'IM'I'Ifli,J ._,be.r1 It may Juttl.r bt t&p))ed. '••tra..y, mJt:IN eJther &)"' an arnotloatJ · 1:•; ltU:r ~0 T'l~ Naw "ft))I;K TIM &I.: To~tto 11.nd drink• will oontrlbutt al• blf.ll or b1 lack of pncUcal uperltn.~ ' ublith.C o• lola t , ltU. 1 ealll4 tor "a m~~at t1 biJUon In tue.. Bvt more than . or bolh.. Apart from Mftral Olbt r ..., P n.mlwn on .!'1\ora. a paaalt.r oa .... .., fl'llU:o:a feYUUU .,.. lac:luded ln f1ol.1a; tt&Uatla.l miatall .. UM ba.alc . ..... p .... .. t.bi p hll!lf prtndple of tbe l~ 1.-t 11f'hk h CUDOl be ft\atJi fit'd .. .tpot.D -
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Am.tief;.D _tax poltq."" T at. t<M4ot tM. 

~ ..u tta. ,.,.....,. - ................. 
Uta ~ oa • PftdJqo. nll ~ 
~7 appvut Ia t~ MC~nnd 
m.&Jrutt.&7 of U.. Tr ... u,.•, pro,ram, 
tM. SS bOllon d.erfvec from corpOraUon 
taxa. Ht .ra the abUit:y lO py 11 bt:yud 
QuMtforL, but by • tra.l:nlnr corpor~~oUon 
t.utt W. lhall not 4!Ut\aU COfti Uftl ptlon 
by one dollar. 

Thua tax .. eut •nU,... Iy Into (ht '"v. 
ln.p fUncl or l .ho nation, Oy th~ t'Utlln~r 
tha rea.rve:a of American lndUttl )' Wt 
may create Jhatti.J oon•.cautnc:N f()r 
the day Whta 'Ne 1ha.ll have to face the 
J)Ott~war probltm.a. 8y that time Amt' .... 
Jea wm hue a hUl a lndutt., With 
vutl.y u .p&ncl.ed et.P&eU.y , aad no work~ 
Inc capital to rua lt. r. tha t what the 
Ad.mlnlt.tra.t.foft and ~ .. wut t 

EUfd oa Corporation 
lt b a tnu:l.lp&rent tall&q to btUt~ 

t.b&t lu:c,.t corpot"'UIOQ tuN ~tribute 
~8 to tha flcbt a.aa.l.ut lnn.uon. 
:OOo irld\l.llrlaJ corpora.tton tOday tt a.pa. 
ble o( upu:d.lftl' for aay but .,., pur. 
PQHJ.. I! u ~~tlvt WCMJW bt r tclri"J.$ 
enou,rh to think of other uparuloa. tit 
would be fa.ced with ,,. ln.u,.rable 
hurdle of lack of ne~ded m.ateriala and 
labor. 

But Jt ..... hu often b"n POinted out, 
the protlt moti ve fn wartime may h&'>'fl 
no P.rtleular ettect on the de(1•ee or 
u-pa.aalon. it hu a "'ery dt tlnlte errect 
on tbe efflclenc::y or operaUon. The 
dAlly ltrurgte to rtlttt the conUnU01lll 
prun,... ot lnCJ&tlonl•t l oi"C!et t n ever1 
bualrleu I• entnratlnl' enourh. but t f 
t.he I'OWnuntnt take. up to 11$ per eent 
a.way ita CorporaUort. and lndMduaJ '"'" 
come taus, onr, Watt a.nd hti'OM will 
t tQ In the #f'&haltoa.. .c:na.ra1t apJnat 
rislnl' cona. SaJntt a.nd htroM .,.. bOt 
rmmerous enopp to waa• a W'ktortova 
war on Ute t.uktteld and tift Ult ec. 
aomk froa.t. 

To )luttty an lnetftctl'" tu poUq IJy 
the t.aet that A.J:llcrlcu. ..Wten and 
...UOrs .,.... atwtnr tiMir live. Ia • mt.. 
p.idfd ap-pt&t to HntJmenta.IUm &nd 
Wbolly ttnlt"f'&At to ~ rul l.uut. It Ia 
'"..,..ntlY • tate ed.1o t rom the um .. 
when rich people oou.ld buy thtmlth'tt 
free trcm miUt&J')' ,.,..,let. 

To the blood .. erl.flc:e for our oountry 
the r-lt'h and the poor are et.lled on an 
t qual foollng. E nemy bombl and bu l• 
leU are .oelally lndlee••lmlnate, and tht 
•·ieh and the poor alike have only one 
mother to weep for lht-n,, It will bt 
little comtort If our tt.ntlmente add to 
her worrle• the Intolerable ttrala or a 
.Gelal nvolutlon Wl.ftted. b)' no orat. bul 
~evltahle tt w• pt,...Yt-rt ora our palb. 

G i'ft'&Y ltrol.ru. 
N•w York. Jlareh lt, ltU. 
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HMJr: 

Operator: 

IIMJr: 

Dean 
Aoh~: 

IIMJr: 

A: 

HXJr : 

A: 

IIMJr : 

A: 

IIMJr : 

A: 

HMJr: 

A: 

IIMJr : 

A: 

RMJr: 

A: 

Hello. 

All right. Go ahead. 

Go ahead. 

Hello. 

Hello. 

ICaroh 16, 1942 
9: 53 a .•. 

37 

Good aornlng, Henry. !hie ia Dean Acheson. 

Good aorn1ng. 

Bow are you, eirt 

l'ine. 

I wanted to ask you in regard to your note 
about my aemorandum on the Lend-Lease in 
reT ere e. 

Yea. 

You eaid that you were going to oall a aeeting •• • . . 

Yes. 

.. ••• ahortly when you got through with your 
tax bill. 

Yeah. 

Ia that on your calendart 

Well, we were talking about it thle morning. 
Ie there something you'd like ue to take up 
nowt 

No, I Juat - I did not want to go ahead and eee 
whether the general method waa one that waa 
acceptable to the Britieh untll I knew whether 
it was acceptable t o you and the Ara7 and NaTy. 
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HMJr: 

Operator: 

IDIJr: 

Dean 
Acbeeon: 

IOIJr: 

A: 

I!MJr: 

A: 

IDIJr: 

A: 

RMJr: 

A: 

RMJr: 

A: 

IDIJr: 

A: 

RMJr: 

A: 

Hello. 

All right. Go ahead. 

Go ahead. 

Hello. 

Bello. 

ltaroh 16, 1942 
9:53 a .•. 

37 

Good morning, Henry. Thie 11 Dean Acheson. 

Good aorn1ng. 

Row are you, eirt 

Pine. 

I wan ted t o aek you in regard to your n.ote 
about my aemorandum on the Lend-Lease 1n 
re•eree. 

Yea. 

You eaid that you were going to call a aeet1ng .•... 

Yee. 

...•. ehortly when you got through with your 
tax bill. 

Yeah. 

h that on your calendart 

Well, we were talking about it this morning. 
Ie there something you'd like ue to take up 
nowt 

No, I Juet - I did not want to go ahead and eee 
whether the general method wae one that wae 
acceptable to the 8ritieh until I knew whether 
it wae acceptable to you and the Aray and NaYJ. 
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HMJr: 

A: 

RMJr: 

A: 

RMJr: 

A: 

RMJr: 

A: 

lllcJr: 

A: 

HMJr: 

A: 

BMJr : 

A: 

llltJr: 

A: 

- 2 -

Yeah. Well, euppoaing we ba•e a preliatnarr 
talk With ;you to•orrow mor ning or to•orrow 
afternoon. How would that be? 

That would be fine. 

About three o'olook? 

Three o'clock tomorrow. 

Yeah. We won't aak ner;ybod)" - Jaet ;you and 
anJbod)" ;you want to bring with 70u. 

All right. 

I •ean, I won't aek an7 outaidere. 

Plret rate. I ahall be •err glad to be there. 

I •ean, 1! 70u want to bring an7bod;y with JOU, 
oka7; but I'• not going t o ask War and Na•r, 
until ;you and I ha•e a talk. 

All right. Do JOU want me to bring Gene Roetow 
from the Leaee-Lend, or ehall I come a;yself. 

Whot Bring whot 

You remember that fell ow from Leaae-Lend, Gene 
Roetowt 

I don't know wbo he ie. I think JOu 'd better -
Juet let 'e do it State and Treaear7 firet. 

All right, fine. I'll be there at three. 

Thank JO~. 

Thank ;you, Henr7. 

38 

Regraded Unclassified



RMJ'r: 

Operator: 

HMJr: 

Aubrey 
1f1lli11118: 

HMJr: 

V: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

lf: 

!DIJr: 

W: 

HMJr: 

W: 

HMJr: 

Hello. 

Aubrey W1111aas. 

Hello. 

Good morning. 

Hov are you' 

oo - Dr. Vh1 te • 

llaroh 16, 1942 
10:46 a.a. 

Well , pretty good. Say, I oalled you- a group 
ot our people up in 1Uoh1gan ba•e gotten to­
gether about tventy-tvo hundred dollars up there 
toward a boaber. 

To do vbat? 

Our people up in Michigan - our eaployee• up 
there- ba'fe aade their day's contribution ot 
their wagee toward a bomber. 

Yeah. 

And I - they eent it down here and wanted to 
present i t to you, but the1'•e gone boae nov 
and they' r e going to be back on Wedneeday. 

I eee. 

What would you think - Juet ba'f8 thea send it 
i n, or what? 

Well, unfortunately, I won't be here, Aubrey; 
but it they would aend it in to Dan Bell, I 
know he'd be delighted to reoe1•e it. 

Uh huh. 

And I thln.lt 1 t ' e tine. 

Yeah. 

I'a •err auch pleaeed ayeelt. 
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W: 

I!IIJr: 

II: 

RMJr: 

W: 

RMJr: 

II: 

RMJr: 

W: 

RMJr: 

W: 

HMJr: 

II: 

RMJr: 

II : 

RMJr: 

. -
- 2 -

Now, one tning - the main thing I wanted to 
talk about waa that we're ooming up tor a 
hearlng next MondaY or TUea4aJ. 

Yeah. 

And the impression obtained up there on the 
Rill that you are among tboae that haYe been 
adYocating that we be aboliehed ••.•• 

Yeah. 

• • •.• end I haYe neYer telt that you really meant 
to giYe that impreaaion. 

Well, what I eeid I eaid in writing. I don't 
know whether you haYe eYer eeen _, atateaent. 
KaYe you eYer aeen _, etateaent' 

Only what I read in the papere. 

Well, let me eend you around Juat what I dld 
eay about NYA. I mean - I tblnk 1t ¥Be NoYember 
tourteenth. Let me get the tormal statement, 
and I ' ll get 1t around to you. 

Well, I tblnk they're laying great etreea on 
that etatement they eay you made that they 
haYen't gone tar enough, and it'i the olari­
tlcation ot that aort ot tblng ••••• 

What I eaid wae tha t I thought that CCC and 
NYA and Education ehould be organlrad into one 
prograa to train our young people to do detenee 
work. There ebould be one agency. 

Uh huh. 

That'• what I eaid, and I atill thlnk eo. 

Yeah. Well , ot oouree, the opponents ot ue •••. • 

Whett 

40 

I mean, the people like Molellar would eey that'• 
right and that abould be the eohool. 

Yeah. And ••••• 
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1f: 

IDIJr: 

W: 

lli!Jr: 

1f : 

HIIJr: 

V: 

HMJr: 

V· 

RMJr: 

V: 

RMJr: 

V: 

HMJr: 

W: 

I!MJr: 

V: 

- 3-

Ot courea, we think there abould be ••••• 

I think that - 101.1 aade ao•ath1ng along that 
aort ot thing JOurealt onoa. 

Wall, what I ea1d waa th1e , that the7 ought -
that theee ageno1ea ahould be coordinated, 
that the line ahould be defi nitely aatabliehed 
aa to what each wae euppoeed "to do, and that 
NYA and CCC ought to be put . ..l2Uth.tr. 

Yeah. · That ' a what I read. 

But what I would like it I could gat JOU to do 
ie to recognize the Yal~ble datenee end ot tb1a 
thing we're doing. I 1 Ye cut out aYerytb1ng alae. 

Yeah. 

And it would help me no and it I could haYe 
something ! ro• JOU before next KondaJ along 
that line . · 

Wall , I tell you What I'll do. I'll talk it 
over with aoma ot the people hare and eee what 
we oan do. I don't know. 

Harry White baa worked on th1e. 

Whet'• tbatt 

Harry Wh1 te - you know, you bad Harr1 on thie. 

Tbat'a right. 

And i t it vould be agreeable to JOU to let Harr7 
work on it with me, I think I oould get aomething 
put together that you would agree to. 

That ' • all r ight. I' ll tell Harry ot thie oon­
vereat1on and aek him to look into it. 

Yeah. Wall, thanka. 

I ' ll do that r ight away. 

Thank you eo auoh. 
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BMJr: 

WI 

TbanJt JOU. 

Oood-b:ye. 

. -

- 4 -
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HMJr: 

Harold 
Gra'fel : 

HMJr: 

G: 

HIIJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HIIJr: 

G: 

HMJr: 

G: 

HIIJr: 

G: 

HMJr: 

G: 

Harold. 

Yee, lir. 

Marob 16, 1942 
11:<>4 a.a. 

Will rou, roureelt, and whoe'fer elee ia nece•eary 
put rour a1nd en todar, th1e queetion which I 
wae aeked bf Senator Brown, who'e coaing in to 
eee ae at ten o'olcok to•orrow aorning. 

Yee. 

Tbe O'fertiae W&811 t C be paid in a non­
negotiable eecuritr. 

Uh bub. 

Not a Detenee Bond, but non-negotiable. 

I wonder lt be aeane non-redeeaable, too. 

Non-redeeaable. 

You eee, our Detenee Bonde are non-negotiable, 
but they are redeeaable. 

I aean non-redeeaable. 

Yee. 

The thing that I bad i n alnd was that eoaethlng 
along theee linee - it we d1d it - that the 
thing would onlr be oaehable after • ... . 

Atter the war • 

. • ••• etter the war, and then in •onthl1 pay­
aente. 

Yea. 

8o ther won't all ooae due at one tiae. 

I euppoee ble intention wae that it would be 
intereet-bearing. 
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IIMJr: 

G: 

IIMJr: 

G: 

tfflJr: 

G: 

I!MJr: 

G: 

HMJr: 

G: 

HXJr: 

G: 

l!l!Jr: 

G: 

- 2 -

Mo, I don't think eo. 

Mo intereet. 

I don't think eo. 

Yee, eir •. 
• 

But he 's coming in to~orrow - eometime after 
nine o'clock tomorrow morning - and I'd like 
you to talk with whoe•er'e in the office; be­
cauee he ' • Y·ery eerioue; and I understand -
somebody said that Xre. Rooeenl t talked to 
eomebody- oh, yeah, over at CIO, what's 
that eecretary' • name' 

Carey. 

Yea, and that he wae aort ot fa•orable to the 
t hing. 

Yea. 

So give it enough time 10 that you can- it 
all gets down to how the labor would reel about 
it. 

Yes, ot couree. I think I'll talk with Mr. Haae 
about that:. 

Well, he's i n here with me nov; but anrway, I 
want some kind of an anaver to~orrov morning, 
if you pleaee. 

Yea , eir. 

Thank you. 

I 111 have it. 
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FINANCING 

Present : llr. Bell 
llr. Haaa 
l!r. Lindow 
l!r. Hadley 
llr. Buffington 
llr.llurpilf 

llaroh 16, 1942 
ll:25 .. 

H.U.JR: I am reading Goldsmith's letter. You 
read it. I am not going to read it. 

UR. HADLEY: Moat of it ia pretty general. 

H.M.JR: Well, at least ao~ebodY - thia ia what I 
have been thinking about here amongst ourselves. Bell 
1a on the Hill. God, I don 1 t want th• Fed to know any­
thing about thia thing. I am looking around the roo11. 
Thia ia the Treasury crowd. 

lm. LINDCRI: We juat ran into IU. Bell, ao he is 
beck. 

liR. lroRPHY: That ia what I waa going to aay. 

R. J.:.JR: Now, aa far aa I am conce.rned--

(llr. Bell entered the conference.) 

H.l!.JR: Hello, Dan. How did you make out? 

lm. BELL O.K. 

H.lf.JR: What happened? 
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MR. BELL: Thay adopted tha amanchent in the 
reTieed rona we suggested, There were only about aix 
or eenn of them then. I told the that it waan't 
aCIIIethinf that we would recCIIIIIIend and while we bad 
no objec ion to iti we certainly didn' t want to delay 
the bill, and t ina l7 they Toted it in. 

H.M. JR: Was George there? 

MR. BELL: Yea, George waa there, and the other 
part about cCIIIbining the guaranteed and the gross public 
debt, I am asking them to elbainate that, because we 
di dn't need legialation to do that, and we decided to 
do it. They said, "All right.• 

H.Jl. JR: Wellf Dan, this is the way I !eel this 
morning, and I wanl to tell you fellows . I am conrtnced, 
and I don't need any- I don't know what you call it 
807ftY1 expert adTice on this - that I want more exceaa 
reaerne in New York t o do my financing and to give me 
a lower rate. Now, I don't care how we arrive at it1 
aeei just aa long aa I iet what I want, but I had thla 
fee ing - you know, I blew up here one day with Bob 
Rouse on t he phone, and they had me here by the throat. 
The big ditferenca 1e I want a 11 ttle competition. I 
want a big enough pooi there eo if sCilla fellow doean' t 
want to ecce in, it doean' t hurt ae, and of course, I 
would like to keap tha interest rates down, and that is 
where - short rates, I &II talking of - where Eccles and 
Burgess and that whole crowd would join up against me. 
Now, what I am thinking of doing and I want you fellows 
to think about it, and you can shoot at me now, suppos­
ing we went ahead with a progrBII that we were going to 
have two billion, aix hundred aillion of billa, see, 
thia weak, w1 th the understanding--

MR. BELL: Next week. 

H.l!.JR: Well yea, but I aean announce it . 11th 
the understanding that we want the Fed to keep the rate 
at a quarter, Now, in going over thh thinf with George, 
he waa in here alone, he tells ma, one, i f hey do that, 
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if I insist on that, that they will ban to blq' s0111e 
and that will be !r0111 the reserves. Then as progra 
two, that we sell .tin hundred lllillion dohars worth 
of certi.tioates aaaewhere between six months and a 
year, depending on di.t.terent thing•. Hadley now s1.711 
six months would be at a hall. ~e1tion one, again 
telling the Fed, if we had the bille and a hall a 
billion - and before you oame in, I cautioned the boys 
that this is a Treasury conference. I don ' t want­
until you or I say so, I don't want &n7thlng to get out 
to the Fed, because Juat as aoon aa it is out to the 
Fed, we might just aa well call the press in. This ia 
Treasury buaineaa today. I.t I agree to two billion two 
hundred raillion of billa, and a half a billion as soon 
u we can do it of the certificates, would that take 
care of you? 

MR. BELL: Well, I am Juat in the process of 
revising ~ figures. I think our balance will probably 
run pretty low at the end of .lpril on that baaia. Now 
I hen upped rq Savings Bond flgurea a little . We will 
get probably five hundred fifty million thia month, and 
I am going to put it down five hundred million a month 
!rem there on. I don ' t know whether we will meet it or 
not. If we don't, I will fall abort. You see, what we 
had in .lpril was a billion and a half dollars. Now, the 
eight hundred fi.tt7 lllillion dollar a in billa won't get 
in until you caaplete the qole, which will be Jme. We 
han got time to think about it. I was thinkin~ more 
in the neighborhood of a billion dollars .tor this aho.rt 
certificate, a six months and a nine months or a six 
aonths and a twelve aonths, two issues. 

H.ll.JR: Or I might make a deal with you. I am 
doing this thing so we c11,11 have a 11 ttle - I han got 
to make progress, and I want rou to know. Unless some­
thing happena, I am going to eave here on the t wenty­
first for a week in .Arizona. 

MR. BELL: .lnd I take it fOU will be back b7 the 
sixth or seventh of April? · 
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H • .ll. JR: Oh, I will be beck the thirtieth or 
thirty-first . 

l!R. BElL: That is when we ought to do any financing 
that we have got . 

H.M.JR: I will be back the thirtieth or thirty­
first • 

.MR. BELL: J.ll ;you need t.o do now is make a decision 
on the bills. The other is tentative. 

H.M.JR: Well I would like to - Dan, you said a 
billion. I don't like a billion, but why couldn't you 
m&fbe do five hundred million1 let• a say, on the second 
of April1 and then maybe another five hundred million 
around tile twent;r- third, do it in two bites . 

lm. BELL: It is all right. 

H.M.JR: The reason for that, if it is a hal! -
he ( Hadle;y) says today we can do a hal!. My feeling 
would be to do five hundred million for a half and 
!eel our way, and then let's eay we did that on the 
second, and then come along--

1m. BELL: You don ' t have to do it on the second. 
You could do it on Monday, the sixth or seventh, and 
then on the twenty-third or the twentieth or something 
like that. 

H,l!,JR: Then you could do it again . &lt having an 
agreement with the Fed that they will keep our rate at a 
quarter1 .and the other rate at a hal!- I mean, there is 
no use ndding them, saying that we want tham to put 
some reserves in. Now, we watch the thing and see that -
I am not prepared to do any more until I get more elbow 
room in New York, see. 

KR. BELL: I think that will work out. 

H.M.JR: I mean, I want more elbow roam. Now, I 
don ' t know whether the General .l(otors and these other 
people will buy these certificates or not. Incidentally, 
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the certificates are all going to fall due on the tax 
date. 

l(R. BELL: I wonder if they should. Thet ill what 
we ..-ant to d~ ia roll them over through ceah operations, 
and they miorht fall on a tax parent period1 because 
you are tak ng a lot of cash ou of the mar~et. 

H.M.JR: You mean you would rather stick to your 
tax cert ificate? 

MR. BELL: Yea, I would rather stick to other 
maturities on the tax dates. 

H,l.!.JR: Now mind you I &Ill not la.yinf down any law. 
I am just saying how I teei and I aa etart ng with two 
principles. I want more reserves, and I want to keep the 
abort interest rates where they are. Now, the way that -
to keep the interest rates as they are is to get the Fed 
to buy aa~~e, see. What? Now, I know that this wouldn't -
the part that won't please Eccles or Burgess is the tact 
I want to keep the interest rates down. 

MR. BELL: I am not sure that is right, but I don' t 
think it makes much difference. 

H.Y.JR: But the thing that you can' t convince me 
of is that you can have the short interest rates rise 
and keep the longer rates down. 

MR. BELL: I think they can rise, but I don't know 
how far. I think they have risan. I wouldn ' t mind it 
they went in to the low t hirties, but I think putting 
out this six months maturity with a half percent sort of 
puts a ceilinf on your billa. They have got to be eoae 
place below hat unless this goes to the discount . I 
think this ia a good move, putting out t his halt percent 
security. 

H.l.!. JR: Yesi I think it is a good move. I think 
it will put a oei ing on your billa. 

MR. LINIXNI: Well, it Fed bought it, it wouldn't go 
to discount . 
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B.Y.JR: I don't hear fOU, 

llR. LINDCWI: If ~re wae &111 weakne11 in the cer­
tificate fOU could keep it from going to a discount. 

l!R. BELL: I think t he7 would bey it. I am not so 
sure thef are right . I think we ought to have - what we 
want reall7 ia a better diet ribution of reserTea in 
Kew York, and I think urbe this shorter seourit{ will 
help us get that better dietribution, because I hink 
this ie the type of seourit 7 that people like, the 
Guarant,would want, but I don't think it maku reallf a 
lot of difference ~. Secretal'f1 because I think the7 
are going to put !n a lot of resel'Tes before this 7ear i a 
over. They hATe got to, 

B.W. JR: Well, the waf I feel, I would like to pl&J 
this thing out with Reser ve pla7ing the game mf wa7, and 
try it out. 

llR. BELL: I think they will pla7 it fOUr W&f. 

JI,W,JR: And aee what happens , J.nd the other thing 
that I pointed out, nobodf, for instance, hae gone to 
General Motors or these big corporations, if thay have 
eurplua ouh - I don 1 t know - and have said that -
"Well, gentlemen, what kind of securitiee do fOU want? 
Are you interested in a sixt,, five 7eare, or twent7 
fears? Ylhat do you want?" 

llR, BELL: There wae ecae indication in a memorand~a 
from the Federal ' Reaerve of Philadelphia that they had 
talked to corporations in that distr ict, and had got some 
indication tbit they would be intereeted, Is that right? 

B.V.JR: Ie that the only place thef haTe talked? 

I!R. BELL: That 1e the cmlf place that has written 
a memorand11111. Willi1111a did that, 

B.ll, JR: Well, it h nr{ nice to ai t back in your 
chair and han &rgue eaJ "I 1e our rllpondblllt,, thie 
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a011e;y h with us, and we will tell the ll&llufaoturere 
what to do,• but the Treasurer or the Comptroller of 
these big corporations, they will decide what they 
are going to ao. They are not going to let the ~ 
decide. 

YR. BELL: Well, I wonder it before we issue this 
Yr. Buffington couldn't get busy writing up something, 
a description of this security, and ma,;ybe talking with 
a few large concerns, and then when we do put it out, 
we will see that they get the m .. orandum describing 1t. 

!JR. Im'FINGTON: Dan, what ie wron~ with m;y ur 11 er 
suggestion, if ;you picked five corporat1ona and just 
went to them and tilled to tham? It seems to me ;you 
might get it. 

YR. BELL: Nothing at all. You might even get ten 
of the largest. 

MR. BUFFINGTON : To telk with them and see what they 
want 

H.M.JR: Well, I will come back to you in a minute. 
Hold your thought a minute. What do you think about 
llhat I have been se.ying for the last ten or fifteen min­
utes? 

J.!R. WFFINGTOl/: Sounds all right to me. 

H.li.JR: Does that sound all right? 

loiR . BUFFINGT<lf: Yea . 

H.Y.JR: George, I know how ;you feel. Henry? 

MR. MURPHY: I think it sounds fine. 

YR. LINOOW: I am in full agre1111ent. 

MR. HADLEY: It sound a all right to me. 
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H.Y.JR: Wall1 then I will tell {ou what let's do. 
The thing ia important . I want to le enr;yboclT think 
about it and came back here at three fifteen, see 
because this ia too important. fhia ia terribl;y l.mor­
tant. .And than I think that if George could go t;;-Jn 
York--

YR. BELL: .And poeaibl;y Chicago. 
"!! 

H.M. JR: And poaaibl;y Chicago, and get in whoever 
the comptrollers are of these corporations . Take a con­
cern, for instance, like .lrmour, I don't know which of 
these concerns are heav;y, ;you aee, with mone;y, and 
which aren 1 t. Now 1 J.rm..our or Swift or Cudahy may be in 
to the banks. International House, eomeboclT like that, 
"God, we are just sitting back here and just about reaclT 
to borrow. Who gan ;you this cook- and-bull etor;y that 
we were interested in a twenty ;year bond?" they may aa;y. 

MR. BELL: Not a twent;y ;year bond, 

MR. BUFFINGTON: Five year. 

H.M. JR: No, no, twent;y. I thought you had a twent;y 
;year two and ·a half . 

KR. BELL: Yea, but those are not the t;ype of 
people that we want to invest in twenty ;year bonds. 

H.M.JR: Oh, the five year? 
liR. BELL The five year or the certificate. 

liR. IIA!S: J. sixt;y day one. 
H.Y. JR: Well, anywa;y, now if he was going to do 

that he ought to do that this week. 

UR. BELL: Yea, I should think so. 
H.M.JR: This week and let me know before I lean . 
liR. BEU.: You are leaving when? 
H.M. JR: I hope to leave next Saturda;y afternoon . 

liR. BELL: This cCIIILing Saturdatl 
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H.Y.JR: Yea, so I think what we will do is have 
another meeting this afternoon and try to get this &(raight­
end out with the Fed tomorrow, eee, and then Georg~ can 
spend Wednesday and Thursday - wellL the rest of the week 
up until Friday night going to New Iork and Chicago. I 
don't think he will have to go beyond New York. I ~on ' t 
think he will have to go beyond New York because there are 
so 1UJlY - I think what - I don't think you will have to 
go to Chicago, George, do you? 

MR. BUFFINGTON: Well, I thought you would get two 
different points of view. Certainly the Chicago point 
of view is different than New York. 

H. M. JR: Well, I would like you haole here Saturday 
morning so we can .settle this thing before I leave . 

UR. BUFFINGTON: All right sir. 

H.Y. JR: Then would you want to do the bill thing 
until we heard about the certificates? 

~. BELL: Well, we don' t have to do the bill thing, 
but Wednesday we are going to have eome new money on bills. 

H.Y. JR: Can' t you just do one? 

UR. BELL: We can do the hundred and fifty roll onr 
on Wednesday. Now, you do the first bill on April one 
if you would like to . 

H.Y. JR: I would like to have a statement prepared, 
you see, and I would like to - when you announce the 
thing, we will do the bills and certificates together if 
we are going to do them. 

KR. BEll.: Well, you would be announcing it on 
April 1, and you would have a certificate issued the 
following week. 

H.M.JR: But if we are going to do t he bil l a and cer­
t ificates , I think we ought to have a statement explaining 
why and all that . 

UR. BEll.: ill right, we can have that. 
H.M. JR: And if George could be back here Friday 

morning rather than Saturday morning i t wouldn't crowd 
us so terribly, you see. 
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l(R. BUFFINGTON : 1 aee. If 70u would rather I 
would go to New York and then come back here--

H.M.JR: Well, think about it. But the thing is, 
I don't want to rush you people. You can come back 
here this afternoon and then if you gentlemen agree with 
me then we will have another meeting with Mr. Eccles. · 
'Mlat? 

MR. BELL: That is all right. 

H.M.JR: And I don 't want George to atert out until 
he sees Eccles . lell, let's see, that ia Tuesday. One 
day in New York, and one day in Chicago, will that be 
enough? 

llR. BUFFINGTON : 
will give you a short 
leaves at 3:20. 

I think that ia sufficient. It 
day in Chicago because the train 

H.K.JR: Yea, that ia impossible. You can be back 
Saturday. You can phone in and simply say this looks 
all right and I think somebody ought to be working on 
the statement. This isn't the kind of statement we 
will need. 

MR. BELL: Oh,no. 
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R.K.JR: I think if you get back by Saturday then 
we can clear this thing. It will gin you one day in 
New York and two days out in Chicago. But you see the 
banks think that - 1 think I aa right , that the banks 
like to kid themselves with the thing, but the comptroller 
of the company, treasurer of the company, he is going to 
decide what he is going to do, and hie board of di r ectora, 
aren' t they? 

MR. BUFFINGTON: I would think so. 

H.M.JR: And I think that--

WI\ . BELL: They can tell you whether or not they are 
interested in abort securities and the rate up to a half. 
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They can tell you that. And then there ia aoae indication 
t hat after the Treasury bill rates GO to a quarter the 
corporati ons are coming back into the market. • 

H.M. JR: I think t he easiest way to do it would bt 
to ask Governor Young of Chicago to arrange for you to 
see these ~eople . tie could do it in advance and hav: t~e 
~eople rea~y and they could do the same thing in New York. 
You wouldn t be around r i;ging door belle then. You can 
see them at the Fed, and I t hink you could let the Governors 
sit in with you, see. Whet? 

Y.k. BELL: Sure . 

H.M.JR: l aeen, you take Governor Young out in 
Chicago, you can sey,"Look, I am coaing out here end I 
want to see the comptrollers of half a dozen corporations 
who will decide how their aoney is to be invested . We 
have got a suggestion we would like to talk to them about. 
Would you arrange so I can see three in the morning and 
three ln the afternoon2'' 

MR. BEll: Do you went Bob House with him in New 
York? 

.H.lrl. JH: Soaebody. 

MR. BELL: Maybe they can get them to come to the 
bank in which case it would save a lot of time running 
arcund. 

H.K. JR: Oh, I would i nvite them to the bank. It 
is the kind of thing I used to do when I was young . I 
rtmeaber I stopped once in Chicago and they brought in a 
lot of people all day long and I learned a lot. 'hat do 
you think '( 

Jffi. BELL: Fine. 

H.M. JR: You had en easy week last week, and this 
week you work. 
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lffi. BUFFINfrTON: 'very easy. 4hat ·is !ina. I was 
complaining about it. 

lo!R . BELL: Don't enr complain. It always correct. 
itself. 

H.M.JR: It was easy as far as I was concerned, 
Well, what do you think, Dan? I think we have made a 
Iitt1e progress don't you? 
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iffi. BELL: It is O.K. llay I mention one thing? We 
had about a twenty million dollar balance Saturday night 
in the Federal Resene bank and we might han &II overdraft 
tonight, over and above what I have used. 

B.!.!. JR: What is your working balance'( 

MR. BELL: Two billion five , !our or five. 

H.Y.JR: But you are just abort at the FedY 

J.!R. BELL: We are short at the Fed, yes, we let ~ 
that run down. Now tonight we may have an overdraft, 
in which case I will sell one day certificates to the 
street. Ia a quarter of one percent all right? 

H.W. JR: I don't know. 

MR. BELL: It will coat us about •ix dollars eighty 
oente a million. Well, it is about aa low aa we thought 
we ought to go and George uid he th.ought it was--

B.M.JR: You can clear it with George's crowd. lt" 
you and George and Hadley and Buffington - here, take 
this group. Let them set tle it. 

MR. BELL: All right. I think we are all right. I 
hate to go down--

. ·' 
H.M.JR: You nave got them fixed, have you? 

MR. BELL: No, I just talked to George and ~rph7. 
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H.M.JR: They c;an go into your room right ·now and 
settle it . 

MR. BELL: VIe thought about goi.ng down to an eighth 
and then taking thirty-one percent of it in taxes would 
be pretty bad. 

H.V.JR: ~~not let them go into you.r roo~ght 
now? 
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cur. 
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Much 16, 1942 
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On this bueineea or spending tour and a quarter 
million dollars up 1n Elmira, it aounda like a 
lot or mone)' to me. 

Indeed it doee. They got thoee tigurea rrom 
the Var Department. I talked with Re,.nolda 
Saturday noont ime, and he told me that - I aaid, 
'That aeema to me like a lot or m.oney, • and I 
thought sure that you would reel like that about 
1t, too; and he said that he felt that be could 
do a lot better Job than that - than the Army 1e 
doing. He reela they're building - putting too 
much expense into their warehouses. 

Well, let me Juat interrupt you a minute. 

Yu. 

Becauee )'OU aent it o•er- tour and a quarter­
t or me to okay. Nov, thie ie a euggeation. 
Inasmuch aa they ' •• e•idently appointed thia 
General So•enell, bae be approYed thie plant 

We're haYing a ••et1ng vith Detenee Transportation 
and So•enell ·- I mean repraaentativea or SomeP­
Yall'e ott1ce- ae aoon aa ve haYe appro•al to 
go ahead. • 

Well, why shouldn't he proY1de ua the apace. 
Where'd you get the tour and a quarter million 
rrom7 

That'• trom the War Department. That's troa the 
War Depart•ent. 

Well, vhy do I ha•e to appro•• 1t7 
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Vall, thie 1a the atory. Tbe Lend-Leesa 
organl~tion bad an appropriation ot about 
a hundred millions ot dollare tor building 
stores and varebouaee and assembly plants 
t or Lend-Lease, and they es timated that about 
torty millions ot that - I think it vas tort7 
millions, in that neighborhood - would be re­
quired tor storing supplies purchased by 
Treasury Procurement, eo that ve vent to thea 
avhlle ago and told thea that ve needed a 
place to store materials and they sald, •Vell, 
we've got the mone7 tor you and ve'•e earmarked 
thle tor Treasury Procurement; and, ae a matter 
ot tact , tbe7 made a n all~taent ot tvent7 
millions ot dollars to Treaaur7 Procurement tor 
building varebousee. 

Vell, I still 887, and before I vant to OkST 
it ••••. 

Yee. 

In the tirat plaoe, I don't see vbJ I ha•e to 
okay it; but it I do, I'd want General Somer­
., ell . .... 

Yea. 

•.•.• I'd want ao•ethlng in writing tro• hi• that 
thie 1a what be vante. 

Vall , •erT good. 

I don't like to bold 70u up, but be 's just 
bean appointed to tua, and I think ve ought 
to gi•e hi• a ohanoe. 

Yes. Well, all right, we'll do that. 

I think he ought - nov, would JOU want me to 
send this baok to 70ut 

It you will, and we'll take it up with him and 
then gat JOU the atOrJ attar ve talk with him. 

Yeah. I think he ought to vrita ua something 
and •11 that thla ia vbat be vante. Nov, be 
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aight - rou know, be baen't bad a obanoe to 
get going. Be a&7 &PProYe thle; on the other 
band, be a&J eay,'No, I want to do it eoae 
other ¥11· 1 

Well, very good. Very good, that'• eo. And by 
all aeane - the purpoee ot the meeting that ve 
were l i ning up va• to make eure that we weren 't 
conflicting with anrthing that t hey were doing. 

Well, then, before I eign I want General Somer­
Yell to aign tirat. · 

Y .. , all right. Nov, on t he Ruaeian prograa, 
Loeb and the Rueeian repreeentatiYe and the 
War Production Board people are haYing .a aeeUng 
right nov oYer at War Pr oduction Board on each 
ot tboee iteae that are. tight .••.• 

Good. 

.••• • to find out one, whether or not there are 
any ot thoae part~cular iteae anrwbere in the 
country that could be applied to those order e. 

Yeah. 

I told thea tbat'e what you wanted, and then tbia 
question of precedence oan be eaail7 eettled 1f 
we know • .• • . 

Well , that'll the re~ult of ar oall.ing r ou Fridaf 
night. 

Ye11. 

Calling rou Friday night . 

Yee, that'e it. 

Good. Well , nov, tine; and let ae know, and I ' ll 
aend tbia back to rou right away. 

Very good. Thank you,lir. 

'l'banlt JOU. 
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Present: Mr. 
Mr. 
1lr. 
llr. 
Mr. 
Mr. 
Mr. 

Haes 
Mlrpby 
Lindow 
Hadley 
Buffington 
Viner 
Bell 

llaroh 16, 1942 
3:25 p. m. 

H.M.JR: Sorry to keep you all waiting, but that was 
Ambassador Admiral Standley on his way to Russia. He is 
quite an old boy. 

MR. BELL: It was a lucky break. 

H.M.JR: Yes. He has got a lot of the old salt. 

MR. BELL: He has been working almost continuously 
since he retired, just doing things like this. 

H.ll, JR: He said everybody should make an all out 
effort. 

UR. BELL: The Treasury had him on something ever 
since he was there. 

H.M.JR: Well, gentlemen, I take i t - should I read 
thh now? 

MR. BELL: It isn't very long. It is just what he 
suggested the other day. 
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H.M. JR: All right. Well, Jake, I didn't see you 
thh morning. Have the boys told you what we were talk­
ing about this morning? 

llR. BELL: No, I hann 't. 
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H.ll. JR: Well, what did rou do while you were waiting 
for me, tell stories? (Facet1oualy) He doesn' t know? 

l.IR. BELL: Not unless acaebody told him. I just 
thought just before lunch if you wanted Jake in and I 
asked Fitzgerald to check on that, and I never thought of 
it until one o'clock. I could have told him since, but 
I didn't. 

llR. VINER: You mean about this? 

H.ll.JR: No. It is too bad to take up Jake's time 
and mine, but I am going to do it because it is worth 
doing. I was feeling aro1md this morning, and the way I 
feel - and I asked everybody to think it over and cane 
back - is that the thing that I am interested in, and I 
said that this that I was saying t oday waa to stay within 
the Treasury, I told the other people . !a soon as we tell 
the Fed it gets right out on the street. I am interested 
in increasing the reserves in New Y0rk. I am interested 
in keeping sliort interest rates down, I 1.1111 be wrong 
but I would like to try it. With that in mind to teei rq 
way, I asked thaa t his morning to think about - I thought 
they would tell it to you - around the first of April 
starting to sell two hundred million dollars worth of 
bills a week and then selling five hundred million dollars' 
worth of certificates, moat likely six months at a half a 
percent, and then to wait and see what h~ppened. But tomor­
row we will eend &ffington out to New York and Chicago 
and talk at the Federal Reserve banks to a number of 
leading business aen, or rather their compt rollers, and 
ask thEIIil what they would be interested in, and are the7 
interested in and have they &n:1 surpluses. Nobody has 
done that with the exception of sort of hit or miss in 
Philadelphia. So we e1 t aro1md here and say this 1a 
designed for what businesses want, but no one has talked 
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to businesses to see have they idle funds and if they have 
them, do they want to invest them in the United states 
Government, so th.a t we don 't sit here and day-dream and 
draw pictures like Walt Disney. 

Buffington is going to go out and see the people. 
And then I asked the people to come back and th1nk about 
it and if they thought all right, take it up with the 
Fe~d see if we could get them to agree, the idea being 
that if we said for bills to hold t hem at a quarter of 
one percent and the certificates at a half of one percent, 
that the Fed would have to hold them at that rate and in 
doing that t hey most likely would have to pump some new 
money into New York. Isn't that about what I said this 
n:orning? 

l!R. BELL: Yes. 

H.IJ. JR: And that is what we are talking about, and 
everybody seemed to think it was all right as a step. 

Now, I don 't expect you to answer that now, having 
heard about it for the first time. 

~. VINER: I would like to see-­

H.IO. JR: What? 

MR. VI NER: I would like to see those two steps taken, 
but I am not enthusiastic about the quarter-of-a- percent 
thing. I would have to think about it more . 

H.M. JR: Well, it is not my fault that you weren't 
informed. 

~. VINER: No, that is all right. 

H. Ai. JR: I do the best I csn. 

iYell, where are you, Dan? Let 1 s go a.round the room. 

MR. BELL: I am a little worried about the quarter. 

. 
• 
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I think if you would say hold it to a quarter and you 
don't get any of these business funds, the Federal is 
going to say to you, ~ell, it ia your fault because you 
field it at a quarter." I would rather see a range down 
there, even if you want to put it below a quarter, be­
tween one- fifth and three tenths or thirty-five hundredths, 
something like that, say between that range that the bill 
rate shall remain and they shall support it, and the 
nearer it gets to the thirty-five, the more vigorouslf 
they will support it. One of the purposes of this is 
to ~t in the business funds, and I don't believe they 
wil! come in at less than a quarter. They mignt come in 
at a quarter, between a quarter and three tenths. 

l!R. HAAS: Of course you have got the halt. 

H.M. JR: Excuse me, you can find that out, George 
(Buffington), and also don't forget to try them out on 
that five-year thing. 

MR. BUFFINGTON: I raised that question. There 
seemed to be some difference of opinion as t o \Vhether we 
should go that far with them at this time . 

H. M.JR: Oh, yes. There is no use going out and 
just taking it - I am not going to send you out unless 
you show them the five-year and talk to them about the 
bills and the certificates. After all, all you have got 
t o do is read Goldsmith's letter and rou have the plan 
anyway. It is no secret. I sent for the letter this 
morning. ihere is no secret about it. He was very careful 
to say the Treasury hadn't agreed to it, but then he goes 
ahead in the greatest detail telling what the Open ~rket 
Committee's plan is so if anybody isn't posted on what the 
Open Market Committee wants, tust tell them to subscribe 
to Ted Goldsmith's letter. 

MR. BELL: He came in and told me about it . I told 
him we had no comment whatever , one way or the other. .Ve 
didn't deny or confirm. 

H.Y. JR : You are getting cagey, are you? 
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MR. BELL: Yea. 

WR. HADLEY: I am a. little bi t l eeey about t eying 
to support the bills at any given rate on the first at tempt 
at a cert ificate. I think the support shoul d be placed, 
if you are getti ng down to that detail, on the certificate 
and let the bills fall ~ere they will, I think it ia 
mechanically hard t o support an issue that you bid for . 

H. M.JR: Anything else? 

WR. HADLEY: That is all. 

J.!R. LINDON: I am in favor of the program as you 
outlined it . I think if we set a range for the bills, the 
tendency for the Fed would be to support just at the top 
and all you have done is changed the twenty-five to thirty 
or thi rty- five. If I thought the range would be flexibly 
followed, I think it would have merit, but I am very 
doubtful that it would be. 

H.IJ.JR: Henry? 

MR. l'URPHY: I am for the propram as you outlined it. 
I don 't see any difficulty at all in the mechanical aspect 
of supporting the bills. All the Federal has to do is 
to put in a bid at twenty-five or t wenty-six and buy them 
with a smile . 

H.loi.JR: But it with a what? 

MR. l!URPHY: Bey it with a smile. 

I.!R. VINER: You have the authority now. 

MR. WRPHY: They won •t take them all. I would say 
for every hundred million we increased the bills i f t hey 
had a billion at twenty- five or twenty- six, they won ' t 
take more than half of them at the most; and 1 would be 
very much surprised i f they took that much. Of course 
not from us, from the market, but all they have to do is 
put their bid in the open market. 

H.~!. JR: Buffington? 
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MR. BUFFINGTON: I can't believe that these corpora­
tions are going to be particularlY interested in bills 
unless you get them up somewhat above a quarter . I wouldn't 
think that would be enough of a return to attract them, 
although I think they would be interested in the certifi­
cates . 

H. M. JR: Well, you will know more after you talk to 
them. 

UR. BUFFINGTON: Yes, sir. 

H. M.JR: George? 

!LR. li.US: I like the program as you outlined it. 
I think you have to keep in mind that you are not making 
a public announcement on any rate. It is just between 
yoursel f and the Federal Reserve, so that it - I don' t 
see arq danger in that at all. 

H.M.JR: Well, Dan, this is what I - have you got 
a little time now? 

MR. BELL: Yes. 

H.M.JR: Could the boys go into your room? 

UR. BELL: Yes, sir. 

H.U. JR: This is what I would like. Just keep this 
in mind. I want to get more excess reserves into New 
York, see. I would like to keep short money rates within 
the approximate range that t hey are now. 

MR. BELL: That is all right. 

H.M.JR: Now, with those two objectives in mind, 
work the thing out the best you can and arrange to see 
the Fed tomorrow morning, will you? 

MR. BELL: Do you want us to see the Fed? You don't 
want to see them? 
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H.M.JR: I don ' t want to see them. 

!.!R. BELL: O.K. 

H.M.JR: Keeping those two objectives. That is 
fair isn't it, Jack, as long as I feel that way? That 
doesn't tie their hands too much. 

UR. VINER: They won' t agree. 

H.~. JR: Well, I don't care. 

JlR, VI!fER: Because they will say that the chief 
merit in adding to the billa will be to draw funds into 
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New York from country banks and busineas.men, and that that -
they won ' t buy it at a quarter. They might buy it at 
point three, and I would like to know what is the rate at 
which there is a big pile of funds. There is some rate 
and it is not very high at which these country funds would 
start pili~ in to New York, and what I would like to do 
is to exper1ment until you have found that rate at which 
they will carry a big load, which will do the two things 
you want . It will add to the New York reserves and it 
will increase the amount of billa out in the country. 

Now, it may be that point twenty-five will do it. 
I think point thirty- five would do it . I feel pretty 
confident of that. 

H.ll. JR: Well, with the instructions I am givine you, 
I ao not giving you a rate. 

~. BELL: He said approximately. 

MR. VINER: Is point thirty-five approximate? 
mi ght have to go that high. 

You 

MR. BELL: Well , I don't know that that much of a 
range , but the Secretary said approximately the present 
rates which is twenty- two for the present bills up to 
whatever you say is an approximate range of that. 

now. 
J.IR. VINER: I wouldn' t go above point thirty-five 
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H.J.!.JR: Well, I am s~ing approximate. I am not 
going to write the ticket. If it would carry out mT 
philosophy, it would be all right; and as to the details 
and whether it is point three or - I mean, argue it out . 
These fellows may be able to convince you on point three 
or - I don't know. 

WR. VINER: I don't pretend to know, but I feel 
confident it is somewhere higher than poi~twenty-five. 

H. I.!. JR: You may be right. 

MR. VTilER : I feel, however, there i s a big bunch of 
money that would buy- bills. 

H.IJ. JR: I think after Buffington has seen a half 
dozen corporations in New York and Chicago, we will know 
better. 

J.!R . VINER: Particularly if you try to sell the 
bills, if you don 't merely stand there ready to accept 
them, but if you t ell them you would like them to buy. 

H. lof. JR: '{[ell, Dan, do you want any more in the way 
of--

lofR. BELL: No, that is enough . I think we can work 
out something. 

H.IJ, JR: You can do it r ight noW? Can you take this 
gang into your room? 

I.IR. BEll: Yes, sir. And tomorrow we will arrange 
the 1neeting with Eccles. 

H.M.JR: All right. 
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,.,, VICC C""'JIII"""" 
or t oC .c~M~O 

... -

Mar ch 14, 1942. 

Oetlr Dan : 

In accordbnce wHh t.he Secretary's suggestion 

l WD enclosi'\> SOlie ideas for th. next step in Treasury 

financing . These are of necessity personal, though I 

think they are on lines which would •eet the approval 

of my assocl..ates . If I bavo some more ideas I will send 

them along . 

Please t hank the secra t.ar y for taking his time 

on a busy morning to tallc with ua. 7oe are on call a t 

any time . 

Sincerely yours, 

Honorable Danie l W. Bell, 
Undet-secretary of t he Treuoury, 
?lasbington, D. C. 

WK.B.H 
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'fEHTATIVB S!!GG!'.STlOI!S fOR TI!§ASURt ffiANCIIIG 

With rneect to the short url"'' 

(l) Increase the bill issues 1 ... d1Atel;y to $200,000,000 a 

week. 

(2) In April sell $750,000, 000 to $1, 000,000,000 of one reer 

c•rtlfl cates of indebtedness without rights. 

Tbeao two steps will help dis tribute excess resenes 110re 

onnlr uong bonks as the;y will proTide e Mans of eaplo11Dg large 

exceaaes 1n 8 0018 bonks. The;y will also proYide a socurit;y suitable Cor 

corporati ons, and in llllk1ng tbo offe ring a definite eales effort should 

bo undertaken to reach these buyers, ~ sending tho• subscription blADks, 

•or king through tbs banks 1 leaving book a open two or tbree de;ys 1 etc. 

W1 tb respect to the loDg ~~&rlcets 

(l) Tbo next otep is to start tbe Federal Rasorve S;ystsa 3.lld 

the banks 1n a aore active C8.11p8lgn for tbo Sllle of F. and G. bonds . 

Up to t his tilu the eapbasis bas proparl;r been on the oslo of E bonds 

t.hrough the pa;yroll deduction plan; that baa been 80re 1Aportsnt because 

lt 1\raws l'unds Croa current inc0118. Tbe t cupaign is now anfficientl;r 

unde.r way eo that a second caapaign tbrongh tbo banks to pUt idle funds 

ln to F. llnd G. bonds c..n now be started witbout interfering with or con­

fuslng the firot c8lllpe1gn. \\bile substantial elllee of these bonds ban 

been Mde the:r baTe been lllrgel;y to truat accounts and investors rea<l:r 

to take tbe initiative. Additionaluounts Clln be sold throngh a more 

aggreesin cupaign. The Federal reeern and bonks ca n do this 80te 

orrectinl;r tban any other agenc;y. 

(2) In addition the.re should be a re,W..r ae.rlcet issue of !roe 
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15 to 1.8 yeo.ra, 2 1/2 per cent, to ltoepthat Mrltot supplied with the 

bonds of t his sort wanted by institutions. In aell.ing t his iaaue 

there 11ight be a further extension of the plan of tul1 allotment to 

those who will take delivery of rogiaterad bonds 90 days after date 

of sale . These llight be allotted 100 par cent up to $25 ,000, and 

tor these 'bllyera the issue llight well be held open for three daJ8 or 

a week. 

These proposals are a .. v• 1D the direction of the obJective• 

suggested by the Federal reserve but without c...ttting the Treasury 

to !lunching on a large sca1e a seriea of innovati ons concerning whioh 

the banks and urke t bav:e a good deal of question. These raoves should, 

bo~over, aocumula te experience which will be useful 1D deciding the 

next atep, and they rlll further the salss campaign 1D which the 

Trea sury, the Federal reserve , and the hanks work together. 
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TREAS URY DEPARTMENT 74 
INTER OFFICE COMMU NICATION 

DAn Karch 16, 1942 

10 nthau 

subJect: Propo Agr eement wi th the Federal Reserve Sys tem 

At the meeting 1n your office wi th the Federal Reserve 
people on Thursday afternoon, i t was suggested, as an imme­
diate program, that: 

(l) 

(2) 

(3) 

The outstanding amount or Treasury bills 
should be i ncreased to $2. 6 billions, or 
more; 

A substantial amount or coupon certificates 
or i ndebtedness or 6 monthe' or one year ' s 
maturity (without "rights• values) should 
be issued in the near future; and 

The Federal Reserve System should agree to 
hold the prioes and yields or long-term 
Treasury bonds within some (a a yet un­
epecitied) l1mi ta. 

Mr. Sproul BSid in the subsequent discuss i on that, if the pro­
gram were adopted, he believed that the Federal Open Market 
Comoittee would oo~ence to accumulate a portfolio or Treas­
ury bille at about O.JO percent and would press its purchases 
I!IOre Vigorously ther ea.fter as t he rate advanced. No formal. 
co~itment in this connection vas proposed, however. No 
action was contempla t ed in the immediate pr ogram just out­
lined in connection with the proposed new non-market securi­
ties, it being suggested that this matter be postponed tor 
more mature considerati on. 

I . Short-term Seourities and Exoess Reserves 

The courses of aotion outlined in the above propoeal , if 
taken alone, would be very beari sh in their effect on the 
~arket . The increase in bills and in oert1f1cat es would tend 
to increase the short-term rate of intsrsst fairly promptly; 
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wbtle the suggested agreement with respect to holding the 
long-term issues within a given range would not result in 
any support for the long-term rate, either directly or 
thrOUgh the creation of new exceee reeervee, until the rate 
bad risen coneiderably above ite preeent level-- that ie, 
until pr1cee had fallen considerably. (The support levele 
1uggested for the long-term iesues are coneiderably below 
present market prioes.) 

The Treasury and the Federal Reserve System, if they 
should embark upon a program such as that suggested, would 
be trying a bold experiment -- that of raising ehort-term 
ra tes without affecting long-term rates. Suoh an experiment 
might be eucceeetul, or i t might fail. In 19)7, it failed, 
It 1t failed this t ime, lt mlgllt be possible to reverse i t 
euocsaafuliy, or lt might not be. None of theee things can 
be known vi thout trying the experiment. Under these c1rcum­
etanoea -- with eo little to gain and eo much to loee -- it 
1e aubatitted that the experiment ia not worth trying. 

?5 

Wit h this in view, it ie suggested that the program be 
amended by providing that the outstanding volume of sxcees 
reservea should be increased so as to stabilize the bill rate 
at around 1/~ percent. The necessary increase in excess re­
serves could be furnished by open-market operations conducted 
through the medium of the increased supply of oertificates 
and bills which would be provided by the program itself, which 
eupply should be made adequate for the operations. (It is sug­
gested, however, that the initial i ssue of certificates be 
confined to $500 millione of ni ne-months or one-year l/2 1 s. 
SUch an in1 tial issue could be followed by an increase 1n the 
outatanding amount of bills and, perhaps, thereafter by fur­
ther issues ot oertificatee in such a manner as to stabilize 
the 90-day rate at about l/~ percent and the one-year rate at 
about lj2 ·percent, ) 

The program, as eo amended, would differ from that pre­
v1oualy described only i n that it would not provide tor aub­
atantial increases in short rates -- a step which we do not 
believe can be undertaken v1 thout endanger~n.g the posi t1on 
ot long ratee also, 
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II. Proposed Range of Support for 
Long-term Issues 

76 

No de1'1n1 te conoluaion was reached at the 'l'huraday meet­
ing with respect to the exact range of support to be agreed 
uoon tor the long-term issues. 'l'here are two schools of 
thought on this matter, diVided primarily by the question of 
whether 1t would be adVisable t o allow the aeouri t i es to tall 
below par. 
~ 

The range of support moat commonly advocated by those 
who would not mind seeing t he securi ties tall below y ar is 
2 . 44-2. 5q. percent ( 99-5/32 to 101-lj./32) for the 2-l/2 ' s of 
1967-72. • We disagree w1 th this point of view and believe 
that 1t any long securities should be allowed to go below par 
1t m1ght unsettle the whole market. 'l'he question or •pegging• 
ia really not involved, as a peg is Just as much of a peg at 
99- 5/32 as at 100 -- and may be harder to hold. In order to 
avoid the aonearance of pegging, however - - which ie probably 
greater at par than at any other price -- we should prefer 
that the bottom side of the peg be a 11 ttle above oar. We 
suggest, therefore, a range of 2 . 4o-2.1j.g percent (iOD-12/32 
to 101- 29/32) for t he 2-l/2 1 s ot 1967-72. 

It was generally agreed a t t he meeting on Thursday with 
the Federal Reserve representatives that t he 2-l/2' s of 
1956-5g should also be included in the agreement, in order to 
provide a broader base. We should s uggest in the case of 
this issue a range of from 2 . 2o-2.30 percentU02-12/32 to 
10}-19/32) . .. 

III. Role of Excess Reserves in the 
Present Situation 

From a broad point of view, t he problem of excess re­
serves boils down to the question of whether t he Treasury or 
the banking system shall govern the terms on which war 

• The 2- l/2 1s ot 1967- 72 are now quoted at lOQ-17/32 to 
yield 2. 1j.7 oercent. 

• • The 2-1/2 1 8- of 1956-58 are now quoted at 102-27/32 to 
Yield 2 . 26 percent. 
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financing will be conducted, This 1a more than a mere matter 
of rates. It excess reserves are abundant, the tone ot the 
=arket will be good a nd the banki ng eretem will Yill1nglJ tall 
1n 11ne with Treaaur7 pol1or. It exoeee reserves are eoaroe, 
~e tone ot the market Y1ll be poor, the auooesa or f a ilure 
ot new lseuee will &1wa7e be a matter ot doubt, and the 
Treasurr will be constantly subJect to the oenaorehip of the 
banking srstem - - on matters or general policy a e well ae ot 
rates . The queet1on mar broadly be compared vi th tba t ot 
whether ~bv price and priori ties or, say, co~er should be 
determined b7 the Government or b7 a trade association. The 
mAtter of infiat1on 1s not involved. The degree of infiati on 
11111 be date~'' ned sntirelr upon other grounds. 
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INTE" O F'F'IC E COMMUNICATION 

DAn March 16 , 1942 

Subject: Not n ~teet ing with Mr. Burge as and Mr. Stonier 

l~ . Burgess began his dieouesion by saying that 
Chai rcan Eccles had di soussed Treasury financing oroooeale 
wi th t he American Bankers Association people in tfew Yor k 
a f ew dnys ago and the present visit to the Treasury wae 
occ:~ s ioned by the desire to explai n the banking reactions 
t o aoce ot Chairman Eccles ' ideae. A summary of the 
·oints cade by Mr. ~urgess and Mr. Stonier follows: 

1 . The t wo new tap securities are undesirable at 
this time, tor t he following reasons : 

a . The announcement ot their issuance might 
have bad ettects. Banke are incurring 
heavy expens es ln handling the savings 
bond program and they are willing and 
happy to be making this oontribution, but 
it would look like discr i mi nation it banks 
were ·asked to sell attractive nonmarketable 
securities which they themselves could not 
buy. Why should all investors other than 
banks be pr ovided with non-ris k obl i gations 
while banks are invited t o pa r ticipate only 
in those securities involving market risks? 
Worse than that, t he na tural psychology or 
a banker is to want bi e deposits to increase; 
and it would be fighting this psychology to 
ask banks to persuade their customers t o 
withdraw deoos i ts in order to purchase the 
new tap secUrities . 

b. It is unnecessary to otter demand obligations 
in order to t ap the particular funds i nvolved. 
Thie is true of both short-term f unds and 
long-term funds. An increase in t he supply 
ot short-term securities , accompanied by 
so~e increase in rate, would make abort-term 
marketable securities attractive again to 
corporat i ons, more t han half or which would 
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definitely prefer negotiable securities anyway. 
This orererence would be based on the instant 
llquidity provided by marketable securities and 
on a reeling that Treasury pressure might pre­
vent the cashing in of de~and nonmarketable obli­
gations . 

For long-term funds most investors do not worry 
about ~arket fluctuations . Insurance companies 
and endowments generally buy long-term securities 
for permanent holdings and tor income and are 
not concerned with fluctuations in the value or 
principal . In short, marketable securities are 
attractive enough to t ap t hese long-term funds . 
Y.oreover, there will be no serious banking prob­
lems raised by bank subscriptions to long-term 
issues , inasouoh as bank willingness to accept 
such issues has declined strongly in recent weeks. 

c . No harm will have been done 1! it should turn out 
later that marketable securities have not fully 
succeeded in a t tracting the funds tor which t he 
new nonmarketable securities were proposed; and 
such i ssues may then be offered with the conviction 
that they are necessary in spite of certain argu­
ments agains t them. 
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~ . It is desirable to increase the supply of bills and to 
offer a couoon certificate of indebtedness without "rights • 
vrlue . An increase in the supply of short-ter~ issues, 
w;1ich would -,robably be accoJ:Il)O.nied by an increase in t he 
short-term rate, would not only serve to attract the tund5 
ot corporations , as suggested above, but would be helpful 
in provid i ng 6reater fluidity in the banking S7stem. It 
would probably not hurt the long-term rate if the bill 
rate t•ose to as hi gh as 1/2 of 1 percent . 

) . There would probably be no serious market repercussions 1f 
t~ 2-l/2 1s of 1967-72 were to drop to 9S or 99. The basic 
ra te of 2-1/2 p ercent ror long-term money can probably be 
held tor a long t ime . Bankers generally are not looking 
for higher rates on long-term money. 
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Co::L~en ts 

The general outline of the program suggested by Mr. Burgees 
and Hr. Stonier is not il)consistent with t he i !llllled1a te program 
described in the memorandum we prepnred for you in accordance 
wi th your reques t at the time of the meeting with t he Federal 
Reoerve people in your office l aat Thursday a fternoon . There 
is e5reeoent on t he desirability of pr oviding an increase in 
the supply of short-term securities, although there is a 
serious question raised about whether short-term r ates should 
be increased , and cert ainly as to whether the bill r ate should 
r ise t o ns much as 1/2 of 1 percent . The suggestion to -oost­
.,one the i ssuance of the "Orooosed new nonmarket able securities 
a,~eare to r~ve some merit especinlly since it would certainly 
be to t he Trea sury's advantage it mar ketable securities could 
be used t o t ap the funds involved r a ther t han i ncrease the 
a~ount of de~d obligations outstandine . The question of 
wnether the 2-l/2 1 s of 1967-72 should be permitted to drop be­
low pnr 1s one on which t here is considerable disagreement, and 
we should prefer that the l ong-run preble" of excess reserves 
be hnndled in such manner t hat t his issue does not go below par . 
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TREASURY DEPARTMENT 81 
INTIEit OFFICII COMMUNICATION 

DATa llarch 16, 1942 

fO secretary Morgenthau 

H. D. White 

ff?Y ..,..._ 1 (;!.., ~ { 

The question was asked of you by/the Ways and Means com­
mittee as to whether the increased supply of demand obl i gations 
by ~e Government might not some ~ey prove emberrassing~o you 
because of the possibil i ty that a large portion of them might 
be suddenly presented for redemption. 

Any such concerted demand for repayment would be the result 
0~ an emergenci situation -- such as possibly an untoreseen series 
of seri ous mil tery reverses, or an attempt on the part of bank­
rng and other conservative interests to discredit the Administra­
tion~ despite the immediate effects on their portfolios, or 
frignten away contempl ated legislation, or dis cour~ge continua­
tion of war effort . Such developments ere special! emergencies 
and protective or correction measures are to be regarded as special 
emergency measures . 

You will remember that you end the President have emergency 
powers . If no change in our monetary legislation is made with 
reference to the matters bel ow, you could, w1 ~h the approval of 
the President, muster at very short notice nearly $7 billion of 
cash 1n add1 tion to the working balance in the General Fund with 
which to meet any such demand . This could be done as follows : 

1. Issue $1 . 8 billion of silver certificates on the basis 
of ~e silver bullion 1n the General Fund. 

2 . Issue $~ billion of United States notes -- so- called 
Thomas Amendment currenc;y . 

~ . Use the more then $1 . 8 billion of unal located funds 1n 
the Stabilizati on Fund. 

This total of nearly $7 bill ion does not exhaust the possi ­
bilities . Again bearing in mind that if very large sums are 
needed t he ai tuetion would be en emergency end would justify the 
use of every resource of the Treasury, there would still be open 
to you the following additi onal pos sibilities: 

1. A reduction 1n the gold content of the dollar by direc­
t ion of the President which would add more then $4.1 billion to 
the General Fund. 
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2 . A reduction in the silver content of the silver dollar 
ln proportion to the revaluation of the gold dollar which would 
permit the issue of an additional $3. 7 billion 1n silver certifi­
cates . 

In addition to t his total of nearly $15 billion that could 
be s ecured by the Treasury under the monetary powers of the Act 
or Way 12 , 19'; and the Ac t ot January 31, 1934, the Second War 
Powers Bill would permit the direc t purchase of Government obU­
~atlons by the Federal Reserve Banks . As amended by the House , 
the aggregate amount of such aecuri ties the Federal Reserve Banks 
could hold is l1m1ted to $5 billion. Tb.!a would still enable the 
Treasury to sell $2 . 5 billion ot secu.rit1ea directly to the 
Federal Reserve Banks (provided they agreed to buy them. ) 

Without the House limitation, the Federal Reserve Banks now 
hl!ve suf ficient reserve to acquire a minimum of $3; billion more 
in Government obligations. However, the purchase of Government 
obli~ations by the Federal Reserve Banks can take place only 
through the Open Market Committee. 

(~other source of funds that it migbt be possible to tap 
•1 t.hout legislation in an emergency are the depoal ts and earmarked 
gold of t h e l§:>Vernments and central banks of blocked countries -­
about $2 . 6 billion. Our Legal Division believes that under the 
Fir at War Powers Act it could probably be argued that there is 
legal basis for compelling the 1nvestmen t of such funds in govern­
ment securities • . Th i s 1a not their definitive decision.) 
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,.. ~ 111• chcne;•e i n th~'~~ e toe '-c. o f' SE"rleo E apv l ao a Lon~. s on hend !/ 
(In thousands of ,1~cee) 

!!sr. 1 

2 

3 
~ 

5 
6 

7 
8 

9 
10 
11 

12 

13 
1~ 

: t:UJober or 
:pi eces ool6 
: this do 
none-closl'd 

30~ 

160 
171 
200 
210 

211 
none- closed 

~ 
123 
192 
157 
193 

137 

Nu"'lbeor of 1ecea 
monurect\u-ed 

t h1s do • 
none-closed 

500 
500 

500 

500 

500 

none- cl osed 
none-closed 

500 
500 
)00 

none- closed 

Orr1ce of the Secretary or the Trepsury, 
Di vi sion of Research and St Bt1s t1cs . 

StocK on hnnt"!. 
at clor l' ot 

d e 

2~ . 582 

2~ . 922 
25 , 251 

25, 551 
25,8~1 

25,630 
25,630 
25,7!6 
26,163 
26, 271 
26.~1~ 

26, 521 
26, 384 

t s:t 
del iveri es 

t h 1.s d s 

625 

soo 

March 16, 1942 

lJ Includes stock in hnnds of {l) Federal RP.sPrve Banks ancl branches, {2) Post 
offices , {? ) Federal Reserve Bank i ssuing agents , and { ~ ) Treasury vaults 
i n Washing t on. 
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March 16, 1942 

Ft)LIJJ,/- UP FOR THE SECRETARY: 

You have asked that Yr. Paul speak to you about 

the President's suggestion that the proposed tax 

on gasoline be increased still higher. 

86 
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T 

.... ., , 1M2 

)laDdolph Paul 

Seoretar,r Korgenthau 

fbe President raised the qu.stion at Cabinet 
u t o whether we could inoreue the propoaed tu 
on gu oline still higher. Pleue apeak to •· 
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TAXES 

Present: Kr . Paul 
llr. Blough 
Mr. Tar1eau 

March 16, 1942 
3:45 p.m. 

H •. .! .JR: I hear it only t ook four people to do 
thi s little inquiry of mine. 

MR. BLOUGH: You won' t thln.k the results are com­
parable to the labor expended. 

MR. PAUL: Were you intending to discuss this with 
the press t his afternoon? 

H.M.JR: Well , I felt confident they would ask me. 

MR. PAUL: Well, I think you shouldn't dignify this 
particular editorial or this particular letter from the 
man named St olper by a press statement . There is some­
thing 1n the paper nearly every day cri tici zing our tax 
program. If you consider t his worthy of attention, 
then i t should not be attended by you aa Secretary, but 
you should have your staff consider i t and perhaps a 
letter by me to the New York Tiaea replying to it or 
something like that . The net result of these is that 
there i s a little something in it but it is half cock­
eyed. 

H.M.Jk: Could I read i t ? 

WR. PAUL: Sure. Excuse me , I j us t want to - I 
thought you were limited in time. 

H.W. JR: No, let me just read the thing a minute. 

88 .I 
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MR. PAUL: One deals with the editorial and the 
other deals with the Stolper letter. 

H.M. JR: Let me read this. This is good. He ia • 
learning. ha has a page and a half. 

II.R. PAUL: Well , I want to say for Hoy that he baa 
done a masterpiece there in compressing it to. that. 

MR. BLOUGH: A little more t ime and we would have 
done a l i tt l e better. 

89 

H.J.! .J1\: Let me just reed this . Well, the thin:; that­
t ili.s thin~ here, it they aay - on this income it ia estimated 
at the ex1sting rates persons with incomes below will pay ­
no. I will go to statement one . Salaries, wages for three 
years. The great bulk of this increase would go to incomes 
below three t housand. \'iell, when the increase (:Oes to 
people below three thousand then their income r1ses above 
three thousand. 

MR. PAUL: In some cases and in other cases it puts 
it above. In some cases of this great increase people 
will receive low incomes or it won t put them over three 
thousand. 

MR. BLOUGH: This ia a low figure because some people, 
as you aay, will have been pushed above three thousand. 

H.M.JR: Well, here is the thing. I am just think­
ing. I think this - rather than arguing, bow about 
giving this stuff t o Jere Cooper and let Jere Cooper do 
it. 

MR. TARLEAU: • think he might like t o do that. 

B.M. JR: He was wonderful with the NAK. 

YR. PAUL: I was up there and I heard him. 

MR. TARLEAU: What do you think, Roy? 
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YR. BLOUGH: You might inquire and aak if he 
cared to. 

UR. TARLEAU: It puts the thing on the record 
and it doesn't dignify it by having the Secretary 
answer every editorial t hat comea up. 

MR. PAUL: Anything that you can do to keep from 
selecting one particular letter--

H.j.JR: I would like to thank Jere Cooper for 
what he did on HAM. 

IIR. PA!IL: I will run up and aee him if you want. 

H.M. JR: And say we han got this thing and how 
would you like to handle it. 

IIR. PAUL: That is quite right. They are doing 
that every day in the Record . Tney are putting ~n 
thinga of t hat sort. Yy feeling is merely to keep you, 
as Secretary of the Treasury, from advertising the New 
Ycr k Times . · 

so 
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March 16, 1~2 

MLMORANDUM f OR THi S:OR&URY 

rroa: Mr. B1ouah 

SubJeotl E41tor1al ln New York !taea, Meroh 16, 1942. 

The point featured 1n thla editorial 11 that on 
the bae1e or National Reaouroee Plennlna Board tlsurea, 
one-th1r4 of all thl ooneu•er unite or the oountr7 
(ra.a111u and lln.gle 1ndlY1duala) han lnooaee or 
1e11 than $780 a 7ear, ~bile two-tblrda haYe 1nooee1 
ot l eee than $1,450 a 7ear: and alao t hat r .. 111e1 and 
alngle 1n41•1dual1 ha•ln& lncoee or le11 than .2, 000 
coaprlee 82 percent or the oon1uaer un1te an4 aooount 
tor 60 paroant or con1uaer purohaaa1, 

The .. 1n point or the ed1tor1a1 11 euaaad up lD 
the following 1entenoe11 

•tr theae t1gurea 1ra oorreot, 1t appaare that a 
eubetant1al .ajor1tJ or all oonauaer un1ta aooounttna 
tor a ••rr large part or all ooneuaer expen41turaa 
auet ba axeapt rroa lnooae tax.• !ha queetlon 1a : 
'Whether 1t 11 not neoeeaarr 1n one wa7 or another t o 
dip atlll further lnto t he currant purchae1na power 
ot thoee un1te wh1cb, de1p1t1 t heir low 1ncoaea, oon­
atltute the aaJorl\J or oonauaer unlte, 1n order to 
pr•••nt the at111 greater har4eh1p or lntlatton.• 

CoJUente: 

(a ) 'lbe llaUonal Ruouron Plannln~ Board tlguree 
ctted b7 the edltorlal are t or 1935-1936. Inooaee baYI 
rleen aubetantlallJ elnoe then, Aooor41n& t o aore 
r ecent aatl•atea aade by the orr1ce or Pr1oe A4alnl atra­
t lcn on th~ ea .. bae1a ae the Nati onal Aaeource1 Plann1na 
Board eetlaatea, 1n 19~2 only one-alxth (1netead or 
one-thlr4) or all ooneuaer un1te v1ll raoelYe 1noo .. a 
below $780 1 and 111rhtl7 1e11 than one-halt (1n1te1d or 
two-th1r4el Vlll rece1Ye 1nco••• below 11,450 a 7ear: 
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and r .. 111ea end e1ncl • 1n41Y14ual e baYlnl inooae1 
or leaa than $2 ,000 will ooapriee two-tbir4e ( inetead 
ot 82 percent ) or the ooneuaer unlte. We eetl .. te 
tbet r .. iliee and et nale 1n4iY1duale with inooaea 
l eal than $2, 000 account tor about 50 peroant ( l netead 
ot 60 percent) or oonauaer puroba•••· 

0 '.) ,,..., 

(b) Some raa i l iee wlth inooaea oYer 12,000 wil l 
not be eubJect to t ax beoauee or t he credit tor ~ 
dependent•: on the ot her hand, aoae raa1l iea and 
aany elngle 1nd1Yi4uala with lncoaea below $2,000 
Yill be eubJeot to tax. In all, lt ia eati .. ted t hat 
In 1942, under preaent exeaptlone, about one-third 
ot all peraone reoe1Yin& inoomea will be aubJeot to 
t he Income tax. Theae peraona Vlll account tor aore 
t han 55 percent or the total income reoehed b7 all 
pereone and tor about hal f or all oonawaer pur ohlaea. 

(o) The reY1eion l n tlaurea doea not chance eub­
etantiallJ t he pollcJ queetlon posed b7 the editorial . 
Althcu&b the preble• le eoaewhat l••• eerioue than the 
editorial eugge eta, lt 1a true thet about half or the 
oon•uaera1 purohaainc power ie no t reached at all b7 
t he lnooae tax and aubatantlallJ halt or the balance 
11 llrgtl7" J''.lJotnd b7 the exeaptlona to people 
paying I OJie ~IUC. 

RB: dad 
}/16/42 
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M!:MOIW'DUit TOR 'fHC IJ&ORE'fAU 

rroat Mr. Bloap 

ltu.h 16, 19~2 

aubJeo\ t oo .. ente on 'he let••• of ltr, Ou•••• Stolper, 
publhhtcl in the New 'Xol1t 'fta .. , llwldar, 
ltuoh 15, 19~2. 

The pr1Jioipa l pointe 118dt liT Kr, " ol per ACa1Aet 
freuurr l)Oiltlon, tore'her wUh o-qh on thea, 
al fOllOWI I 

1. 81tl!!fllt 

8alerltl and wac•• ln \he \hrte Jtar. 1939 \llrouch 
19~2 wUl llAYt rlaeD f20 'bllUon. A SHd 'bul.ll: of 'hh 
lnoreaee aoee to lnooae aroupe below $31 000. •ot thtet 
$20 bllUon, tbe 'freuurr adllall7 propo••• t o draw 
•}Oo a1ll1on 1n 1nooae t ax••· " 

Coemtntaa 

•· The a\ateaen' appear• to be aubatant1allf 
oorreot with rtlptt' to the $20 'bllllon lnerea•• la 
ealltrl .. and wac••· Tbere appear to be no atvclltl 
ehowtn~r tbe dlltrl'butlon of th11 lnarean 'blat U 11 
probAble that a l u we part hil t gone t o t nooae lfi'OilJ>I 
bel ow t3,000. 

93 

b. On 1939 lnOOMI, partoftl wnh t no-• below 
S3,000 oald onl 7 t42 alllion ln ind1Y1dus l l ncoae \~x••• 
or l••• t hAn 5 peroent of total tndl'l'ldual lnooae tax••· 
On 19~2 l nooaee, lt 11 eet1aatt4 'h11t at exlettna r11t11 
of t 11x, pereone wltb l noo .. e below t3,000 wlll p&J •750 
c1111on, or o•er 14 peroent of nll lndl Yidual t nooM 
• ••••· The l nores•• ln rptaa oroooet4 bJ 'he 'frta~ 
vlll nlaoet double the taxee o11l d bJ ptrsona with in­
coas t below 13,000, eo that UAdtr thllt higblr r11t11 
tl~t:r would pa:r about $1 , 11 50 a1lllon , or 1110rt \h11n 17 'Ptr­
oen t or 1111 1nd1Y1duAl tnooae tax••· 
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2. 6SdeaepJ1 

Tb• f1guree wb!oh Jbe BeareJ~r, preaeDJI4 relaJlnc 
t o peroens~c•• of 1nooae J aken la Pe4er&l, BJ aJa aa4 
lood h x .. were probably predlaa114 on llonolftph I) 
ot Jbe T. N. E. c . "Vbo Paya Taxeat• Apart tro. eerlo11e 
et11UaUod aiahku, tbh eJiady aakaa Jvo laportaaJ 
a1equ~l1f1oaJlone . IJ qu • llflea eoo1al aeaur1Jy pay­
mente •• taxea and lt quallflea real eeJaJe J axaa •• 
betnc bome b7 Jhe Janaah . 

Coa:s~nte l 

•· The Treuury etudy we• aade 1ndep.n.4ently of 
the T. N. £ .0. a Judy . Wh1la 11a1lar teohnlqllaa vera uae4, 
tbe JrenJ aent ot oerta1n •~xe• wae asterlally different. 
The Tre~eury peroenJ,.gea of •~• aN eubahnJhlly lover 
t h11n t boee ehovn ln t he T. N. E.O. etudy. 

b. The AOO l &l eeour1 ty hxea ~rl OrDl)erly 11'1"011014 
v\th all other t~11e1 t or purooeee ot ae.uurlng Jbe ooa­
oulaory p~yaen\1 l ltt>Oeed bJ GoYII'ftDAnt lind detlr111Dlal 
hov a uob ot t he 1nooae a t Jheee leYele 11 already b e1nc 
aooroorlated b7 t he Go1'ernaens . 

o. In t he Treaaury e J udy , ra~l eeJate tallel were 
•ountld 1n p~ •• s~x•• on teaaaS• ( an4 owaer oooupaaJe) 
nnd 1n par t • • J axee on buelneea, &h1t114 Jo oon .... re. 
T .. ta vu Jladged J o .be the 11011 realleUa JreAJ .. aJ of 
t hlae Jaxee 1n the l llbJ of a1'all~bla daJa. 

3· Bhh ... J I 

Tba propoaed oorponUoa Caxll vlll aoc nnaU 
oona~&~~pUon by one dollar. They 0111 enUrely 1nJo Jbe 
a.nlnga fluid of Che ldlon aad aA7 areaJa 1hii.Cl7 oon­
eaquenoee by deeCro71ft8 vorklng oap1Cal t o opersJe 
bullneu 1n the ooeC-var period. High oor por..te hllll 
deatroy the 1noenC11'o to off1o1onC op eraJ1on. 

Coa~ea\1 : 

•· Ve oannoC oxpoo\ other «J"'Up a t o aake hoa1'J 
uor1t1ooa aad noJ co deaaad 1nore&aed l noo•• u l eu 
ooroor n\1 prof1h an bxld hea1'117· PubUt •ralt 
o• n be as1nt 111.ne4 only lf oor ponJ1ona are required Co 
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11_, ll u.rse ebare ot the oo • t ot t iM war. 

b. Tbt htsh OOJ'\?OI'ah ti\X .. vlll p reYtllt 111-
ortU tl ~~~ d 1Yldellde vhloh would be lnflaUo~ • . 

o. Tht expeotaUon tbd \he propoet4 Tnal\ll')' 
r ntte wlll d t1tro7 etfloltnOJ of opers tlon la a aatttr 
ot on1nlon. We do not agHt thAt U wlll bs\'t anJ 
1er1oua effeot on oi'Oduotlon or tffloltnOJ dur1ng tbl 
wftr t lller genoJ, pnrtloul&l'l,J elnot •ttn t he tu on OU7 
dolt• r o f 1nooae exoeede 8o J)ti'Otnt euoh exo••• eball 
t e .,b old ln ll "''"' t or Np~t to t1nuoe t lltll oJ­
asnt after t he wr. 

95 

4 . 51noe t nxee art leY1t4 on 1nooat t ht7 d o not 
reduoe vorltln ~ oap1ta l Wlltlt there bfte b .. n • alehkt 1A 
dtter=lnlng l noome. The Tres tut1 baa euggeete4 thAt 
., ro,.hlon bt aadt tor ooi'J'tOUQ& alltaktl of tble kla4. 

•-Ill I f4 
3/16,'\2 
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:;r. Cra-;;fol'd subtti lulcc ~or ~·r . 

cnukhP.g~ c~ the radio last eve~ing . 
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fol leore\ar,r Xorpa\~ 

J'rC. I )lr • J'llul ll&roll 16, 1M3 

l.Uaollet 11 U.. tnaaodp\ ot \be Cr..tort \elk. 

Be ph \o ..,..o • ~ s. I ~ .. 7ft 11M retereaoe 

to blo 41on.n1• of \be •u-.1 Aloool&Uoa of llallllfao\llrero 

l a aon \o U.. lao\ JU'-cr&l!b u4 oaleo lauo la \be lao\ 

poncrapb. 

/ 

9? 
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.. v• of 'be h\al wr r~~.~~pa tbe wbola br .... a:lp&ll .. ot tbe 

clollo to4q, ••• coot, ·- "•1'7 l>e4. Bera u 11 1a q'&lok ~. 

1torUD« at tbe otller 114& of the Mrllr. IUI4 wort1DC 11.-1 

!111 la't'J' &11110'11110&1 that ou of car Na&riaeo bu li~~U&cl. tlr.ret 

trtlpttro ucl. a oarco ~P 1a Jllp&IU .. wahra. It &ppMra \hat 

till Un1 He~. ltat•• lla't'J' 11 'llaciJm1IIC h p.l.q the c- 1a tba Pac1tio 

aptut tile .,.,.... .. ae wall ae tile o....., lla"7 p~• it apiut u 

lD tbe -'tlaAUc. 

n. Ia 'OJ' tll.rtbar raTMl• tl>at 1l'lU bel Slab a f1cbtu plau• 

han tb.ot cl.ova a Japaa .. • l1011bar wat of tba Xicl.wa,r IalaAcl.a. !be 

Nldvqo are tile oloa .. t of tba Paoifio atapp1JIC noaa baa .. l aacl.iac 

out toward tbe Pb.111ppiaaa IUI4 we atill lr.olcl. t ..... 

!Ill blcca•t of the carraat Paoif1c battlaa, of oouroa, 11 tbe 

Ill Ad air f1cbt for ... CI!Wiea. !be .l'~q~&UII han ..a. laAci.1IICI 

011 tlr.h hlaAcl. cl.owa 1Ulcl.ar tbe •<~'&tor aa4 .a<~ 111lao aortlr. of tlr.a 

"""tralw port of llanr1a 1a apUa ot baa"7 lou... !be ~ J.1r 

torca claillo to beTa lUtaracl. t1r.a 'beadle• of ... OIUua wUb. tba 

vraca ot ll011bacl. trauporta IUI4 wrUipa. !otio acaowla4col• till 

lo .. ot tb.raa tlcbtiiiC Uipa tbera . 

Wb.atb.ar \be Japaaaaa oonaicl.er :Jaw Daiaaa aa••••A1'7 tor till 

da!tau ot .laTa, wb.iclr. 1t bu raoaatl.T woa troa tbe Dlatclr., or 

vbetber tbe7 .....,, tba ialaa.Aa ae a 'ba .. tor tbe 1,...alioa of 

"""tral1a h aot 7ai olaar. lloat a111t&1'7 ~rta are pea•ill& 

tll&t , ... .1.,.... .. w1ll il'7 h ••ta'bl1~ ~1 .... 1a aor\ball'll 

"""tral1a. 
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a to 1Uillkel7 Ulat thq vlll tiT t o ....... Ulalr -.1-

caUoa uuo uo\her 2000 ail .. ooutllwari to 174aq or llelllollftOI. 

J. otro1141 pooUloa la tllo unh aa a \...Ut., to \IMlr ••thnt 

ho14lll«• la the latlu woult aern tllolr PIU'P'IM· 

fbara lo DO tnll\ \llo\ vUIUa neeat wU:e \llo tafn•.. of 

J)uwiD ban """ et~heut. !hare 11 raaeoa to ~ol1no that 

tho bicll. c-..4 f ore- \he fall of JaTa &114 •--•rat.& tllo nUt 

of .&aor1.- u4 lrlUell &14 • \llo Autrallu cOiltlaoat . lf eo. the 

Jap&DOU vlll lie .. t ~7 ~rl'al roolo\uoo • \llo eaa, lathe alJ' , 

""'00 lu4. 

!bare 11 tllo pounll1\7 tao , \hat the lantara .., aUo11pt 

to ca1D a f ootll.olt oa the ooatlaoat 'b7 obaloeriac aell.ore oa roclt7 

cape Tork, wbioh proJoo\1 vltll.lJ> 47 ailOI of low 01\lua, rathor thaD 

br••• tho caa• of Darvla 1 a \will lalaa4o, Mol•lllo .... Jatll.barot. 

fliAooo h o lolu4e, llhloh curt \llo utruco h Darwill1 1 ll.ar~or, are 

1.20 allaa loac. 0.. tllo uat \he Co~OVI l'oolllDnla f oNa a utural 

N.rrler t o oa\17 lato \he port. Jlowftr, ROll a aon '"'a.lt -t 

111tll. coDtlDII&l ll.arruotac tr• tho Dt.rwla \aM aa4 tllo Japuoae -

coaol4or It 1~ otra\017 t o ala otraicll.t at \he Dt.rw1J> o~Jeotlft. 

ID the 4UaaUc, .. envt.llo, tllo Jr1Uoh 1..,. lo pnnMI>lT 

t1711141 t o coaUau 1\o attack oa tllo 110,000 toa Go.-.. ~rtroat­

u~~eb\, !lrpltl, whloh _. apottot at- oarlT \Mo wok u4 at\acllot 

b7 torpe4o plaaoo. !'he ~lc aMp .. capot Wll.or a uolto ocrooll &114 lo 

thOQIII.t to ban ta1taa ret'Qp Ill a Jlorw1c1&a port . 
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011 t~ . .. uaaat of .... .,. u.. .luol.ua aro Pl"'""'ac-

"' tbo llado aorth of laoleaolt, tmac h prn..,t 111Uer1 o araioo 

troo roor..,Uolq f or t~ aaUoip&tocl 'FiAc oftoubo. 

Cl ooer h h ... , la t~ C&nlll..., , V--oaU aocoaatocl for a 

J r!Uoh tulcor u4 a llwe41oh frol&htor, aoeonllac h aa ..,._ .. _ 

aoat f r<a t~ ra.,. 
a.ro 111 t~ U..1h4 ltatoo t~ro wro two lahrooUac all4 por -

100 

llapo t.portu t IUIIlOU&C-h croviac CIOlt of Jap&~~ ' o Mi wro of t~ 

l!alaraa PolllaOIIla u4 '~ :DII.tch lao\ Ill41oo-- tho oourcoo of ov all­

~naat Ua u4 ~-or oapplloo . Offl oialo of ~ 11ainro1tJ' of 

Jnau ool4 t hq ha4 fowt.4 Ua bpooih ia Jnocla alit :Dr . Palll rola*r 

tol4. &uao c..mu .. thollbuoiaao ha4 4&Telopocl. 4uolel10A that , 

l t traaopluto4 aa4 cul\1Yatocl ia thlo co1111t17, a ipt 71114 a ov.l>­

oU t uh t or ~ber . 

J.ll of thlo - rlqo M t o thol uapl oaaaat oubJoct of \u.oo . !hlo 

clobal ...,.faro, tha uooooit7 of f1a41q ...,. oourooo of Yi\al ouppq, 

all coot aoaq. J on 110114&7 1a t hol laot 4q f or f lllq laCOM tax 

rotUJ'Uo. falto vhat oatiofaotioa 7011. oaa froa t~ lalovloq. that 

vhat ;rou are pq1ac t h io u .. 1a at a 'barpill roto. J on roar 7 011. 

vlll reall;r pa;r--Ju ot hov ll1lCh 1o aov 'tolq 4oo14ocl _, Coacroooloaal 

c- n tooo . 

fho llatioaal Auooiatioa of ~ac,uroro brotllcht la 1\o l oac 

hota14o4 procroa t ota;r aad aoll:ocl that Ooacrooo adapt it i a proforoaco 

t o tho !rooour;r' o plaa. !ho lUll, .tlich roproooato thol aaUoa' • 

l arc .. t aoautacturor o, !lao - ... aatiaC t~ otartllq otatoMnt that 

U vaah \o tax tha oo - oorporaUoeo t o thol H alt of aatotJ" . 
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ht vh&t the Ull propo .... wllea it c ot 4CIW1l to ca ... - \bat 

tllo troaollt7'• corporaUoa tauo llo -tor1allT ro~, lan-

of taldac $3,400,000,000 oa.\ of the oorporouo .. o, u the freanr7 

"'""'"· tba Ull """" to tot. $1.,400,000 , 000 ftt of tbea ill oor­

por1Uon to.xll. !o ..U 'QP \he 41fforo.Qoo aa4 raho a l.arp part 

of tiM aOD.Q' uoMA to tla&lloo the war, tba 11A11 waa.to to lo~ &D. 

a per co"t oa111 tu---four por Olllt u a tu "" ...,llfaohrero oaloo 

&IS4 four por .. ,., oa rota1lor 1 o oaloo . 

AD.othor Co~oooioiS&l o ... i\too loarao4 todaT that tho !o44 

Shl.prardo CorporaUOil .to a pr_ofit lut TO&r of te, OOO,OOO aa ito 

~.000,000 iDYoo-t. lt 1o cl...- tbat the 'lAX tu procraa w...U 

oparo tllo fod4 0.-p&.II71 0 war protito to aa. .nat that the 'l'roaourr 

would ut. It 1o aloo oloar that a oaloo tu woul4 hi\ tha anrap 

clthoa bardor tl».a the fre&nr7 1 o pl•, oiDco it woul4 hit all of 

ua alike, Mt1Jlc llO 41oUacUOD llotwoaa. tho .. of ua who Illite war 

profito &ISd t hooo of uo who don't . !ho J4a1n1otrltion bao oppo oo4 

Ouch I pnoral oalOI to.x 0& the cr..-4 tbat wor t&DI Obov.l4 llo 

lorto4 oa 1 baoio of all1lit7 t o "PI¥ . .&114 w oball all r-T, vh&tber 

ooro or lou dopoa41q npOil the naturo of the plaa. O~ooo o4cpU. 

Tbanlc rout 
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Jere 
Cooper: 

HMJr: 

C: 

!!XJr: 

C: 

Hl!Jr: 
,. 

C: 

Hl!Jr: 

C: 

HMJr: 

C: 

Hl!Jr: 

C: 

i!!!Jr: 

C: 

H)(Jr: 

C: 

HMJr: 

C: 

Hello. 

Jere' 

All right, Henry. 

How are you? 

March 16, 1942 
3:55p.m. 

Fine, thank you. Rov are you' 

I'• tine. Sa7, that vaa a maaterly thing you 
did on that NAM thing. 

llell, thank JOU. 

I just - I thought that vaa one or the finest 
jobs I've seen done in a long time. 

Well, thank you. That's very.k1nd, and I 
appreciate it, Henry. 

I gather you got that tellow ' e goat. 

1.02 

llell, I think I shook h1m dovn considerably. 

Well, I knov him. He just thinks he's a little 
bit better than anybody alee in this vorld. 

Yeah. 

He ' s an avtul conceited aee. 

That vas my impreaeion or him. 

Yeah. And he made hie money very easily and 
too quickly. 

Ub huh. 

Yeah. And I remember I met him dovn - oh, elx 
or seven Je&rs ago in Warm Springs, and he was 
flying around the oountry with his own private 
pilot. 

Oh. 
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RIIJr: 

C: 

RIIJr: 

C: 

HMJr: 

C: 

RIIJr: 

C: 

f!MJr: 

C: 

~Jr: 

C: 

l!liJr: 

C: 

f!MJr : 

C: 

IIMJr: 

C: 

- 2 -

Yeah. He's that kind of a fellow. 

Yeah. Big guy. 

Big guy , oh, yeah. 

Yeah. 

Now, eeelng that you've got on the ar.or and 

103 

the horae and eo forth, how would you like to 
take on today'e editorial in the New York Times, 
where they go after us on our figures on income 
end lowering exemptions and all that? We've 
got all the anewera; the boye have done the 
work. 

I haven't seen it yet, Henry. 

Well, would you like Randolph to walk it up? 

Yea, I'll be glad. Let him bring it up, and 
I'll be glad to go over it with him. 

When would you like to eee it? 

Oh, I guess in the morning would be all right. 

All rieht, !' l l tell him. 

All right. 

And - but I sure enJoyed reeding about you the 
other day. 

Well , thank you. Tbat 1 e very kind, Henry. I 
appreciate it. 

Thank you. 

Apprecis.te your calling. 

Good-bye. 

Good-bye. 
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....... .......... ............. , ............. ~ 
~ .. -. -...-.... ,. 

TREASURY DEPARTMEN T 

WASHINGTON 

lolaroh 16, 1942 

;, Ot!A D\JJ' for l.!r· Sull ivan: 

1~roronoo ia made to your roqueat for a me~randum containing 
"·"' l'on.at ion we might iu>.vc fron collection diotriots , indicating 
:o r•tl vo collections on returns for the filins period 1942 as 

r d 171 th the filing period 1941. Ao exploinod to y011 , "" do 
t • ., i nforr.ation fro., all districts one! it will not he until 

;ol lootoro have listed their return• that a ccurate figures as 
• '' nun'>er of returns filed by claoaoo can be obtained . 

AS an indication of the difficultiea which will be enoo~~ntered 
:olloctora t his fili"€ period in s ubmit tint: reports. a convern­

•'" • • just iu>.d with the Collector of the l.:aryland Dictriot . The 
:Oll•lctor i ndicated that after wor!dnt all day yeaterday in propar -
1: .hol r receipt s for deposit, thoro rom&.ined 25 unopened roa11 bags . 
11 .h tho honvy day be for o them and with additional rooei pta cominG 
1 coda;~ , thoro is no doubt that MY roport au omitted by the Col­
lortor no to tho eotilllllted amount on hand undepoaitod will be a 

J:••• f~iffi oult [;UOSS . As you probably l.."T\OW, at the olose or business 
•Jn· , Collootors will send to us a tolegram indicating the total 

' .,,nt ~epoaited up to date, u well aa an eatiate of the rur.ount 
n '\~· u ur.do!'oaited. \'fhe:n thoso telegrQs are received tcoor row 
n! ~?e boo~ tabulated , a copy of tho tabulation will be eent to 

: 0\J . 

1.04 

.W rollOIJin& information C>ODOOrnilll: opecific oolleotion distriota 
,.,"'" 1o:.t value in connection with your request for a ~orondu::u 

lst Illinoi s Diotrict , (January 1 to ~.aroh 12, inclus ive} 

••xoblo (individual retu rns } 
'ontaxoble (individual returns} 

Gro.nd toto.l 

<ocoipto from January 1 to !lArch 12, 
inclusive I! •• ""'" ,N .. o~ "'" ('-ry ' 

Piling Period 
1941 

266, 900 
197, 500 
451 ,400 

$44,331,885. 67 

Filin& Period 
1942 

532 , 900 
127, 600 
660 , 500 

•$64 , 939 , 255 . 12 

to ~roh 12, 1942} $7,6~6,056 . 15 
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Indiana D1•trict : (January I to ~rch 7 , incluoive) 

7-.n~lo (i:.divicual roturruo) 
... ~taxable (individual roturns) 

"rand total 

;occi pts- Jan . 1 to Uaroh 7, inc . 

Filing Period 
19 41 

61,300 
71 . 467 

122.767 

$5 , 111,120. 63 

Filing Per iod 
1942 

155, 000 
106 , 900 
261 , 900 

~22 ,089,180 . 74 

Ot~. h:ouri i>istrlet: (Januo.,ry 1 to !'.arch 7 , incluaiYo) 

'.'1\XAblo (individual rotur no ) 
. o~tax,hle (individual ro turns) 

/ rand total 

Pilint; Per iod 
1941 

22 ,030 
32 , 159 
04 ,189 

.. ecoipto - Jo.n. l to !.:arch 7, i nc . ,1 , 139 ,~7.70 

Pill.n;; Per iod 
1942 

49 , G92 
29 , 873 
79,'563 

$3 , 412 , 798. 01 

lst I !s•ouri District: (Jnnuary 1 to J • .aroh 7 , inc1uaivo) 

:ay.n,1o ( i.:di vidual returno) 
.. ontuxable (individual roturDS) 

Orand t otal 

~ecei ~ta - Jan. 1 to !'.aroh 7 , inc. 

PilinG ?er ioo 
lJ41 

36,900 
61 , 400 
se,soo 

~5, 242, 294. 20 

!'11 in& Pori od 
1S42 

90, 100 
62 , 196 
152, 29~ 

•In~ludes Cni'asury :ax :·otes in "Che IJDOu.nt of , 1 , 421 , 708. 32 

~th !llinolo District : (Jnnuary l to l 'nroh 7 , inoluoive ) 

:"xal>lo ( i ndhidual return a) 
· o;>t•ublo ( individual Nturns) 

Grand total 

.•:e coi ;rta - J1.n . 1 to !!aroh 7 , inc . 

P'ilin& Period 
1U1 

35,600 
llo record 

$3, 523,569. 27 

FilinC Per iod 
l q42 

97 ,ooo 
84 ,965 

182,865 

•$10 , 334, 258. 23 

• bcludoa :'reuury l'ax !otes in the """'""t ot i li>7, 339. Z6 
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1st tO'It York District: (January 1 to Maroh 1 , ino~ueive) 

:ua >le (individual returns) 
·0 nt••nble (individual ret\lrne) 

r.rand totd 

1oonint11 - Jn.n. 1 to J.!arch 4, inc . 

Filinr; Period 
1941 

24 ,966 
47,000 
71,966 

!2, 096 ,909. 23 

Fili~-t Period 
1942 

47, 238 
50,100 
97,338 

$4 , 200 , 646. 57 

-"~ • o-. York lliatriot : (Jacunry 1 to Coroh 7 , 1nclusivo) 

. n lo (individuAl returns) 
, ortaxao le (individual returns) 

rand total 

\ecoi9ta - Jun . 1 to Larch 7 , inc . 

Filin& Period 
1941 

16,942 
27,083 
44,o2G 

$11,006, 7cl2 .02 

Filint; Period 
1942 

30, 509 
28 , 500 
59,009 

$18, 515, 369. 15 

3rd !.ow York Distr ict : ( J anuary 1 to !! .... oh 1 , incluoive) 

'rouble ( i•.dividual returns) 
o:.taxable (i:'ldiviC'ua.l return s ) 

r rand total 

••eel rts - Jan . 1 to l''lrch 4 . inc . 

Filin& Period 
1941 

9, 057 
21, 679 
so, 736 

Fil i nt ?erioo 
1942 

33, 118 
17, 146 
50, 264 

18, 782 , 082 . 74 

:~rylrund Distriot: ( J anuary 1 to Moroh 14 , inolusive) 

Total roooipt1 

Filinc Period 1041 

$11, 337, 515 

Ao\1nr C~iaaioner 

Filinb Period 1942 

$33. 631 ,040. 02 
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General 
8=1th: 

HY.Jr: 

s: 
Hl!Jr: 

S: 

HliJr: 

S: 

HMJr: 

S: 

llMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

Hello , Mr. Secretary. 

General. 

Yea, air. 

• 

March 16, 19~2 
4: ~5 p.m. 

:10? 

Two tbinga tbat I'm i nterested in - any beadvay 
on keeping airplanes from f lying around on t his 
Atlanti c Coast wbo baYe no buaineae beret 

I don't know, sir. I made a memorandua ot vbat 
you said and sent it to Kr. Lovett, tbe A88istant 
Secretary t or Air and I haven't oheoked up on it 
to see wbat be's done or it be ' a been able to do 
anything. 

Well, I tell ;you, I'm expecti ng General Marshall 
tor lunch tomorrow. Hello. 

Yea. 

And I 'd kind ot like to know it anything 's 
happened before I see him. 

I' ll call Mr. LoYett and tind out it he's ther e, 
air. 

And tben the otber thing vas ••. •• 

A eeparat e landing f ield. 

Yeah. 

Yea, air. I'll see what they pr opose, i t they 
propose an;ytblng. I don 't know, air. 

Yeah. 

You eee, I'm almost out ot t ouch wi th those 
people over here. I don't eee them ver y often. 

Well. . ••• 

It' s rather dittioult t or me to •.••• 
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General 
S!ll1th: 

I!I!Jr: 

S: 

I!I!Jr: 

S: 

I!I!Jr: 

5 : 

HMJr: 

S: 

I!I!Jr: 

S: 

I!I!Jr: 

S: 

HMJr : 

S: 

ID!Jr: 

S: 

Hello, Mr. Secretary. 

General. 

Yea, air. 

Marcil 16, 19~2 
~:~5 p.m. 

107 

Two tll1nge that I ' • intaraeted in - any headway 
on keeping airplanes !rom ! lying around on this 
Atlantic Coast who have no buei oeae here? 

I don't know, air. I made a memor andua ot what 
you aa1d and sent it to Mr. Lovett , the Aeeietant 
Secretary tor Air and I haven't checked up on it 
to eee what lle'e done or it lle'e been able to do 
anytll1ng. 

Well, I tell you, I'm expecting General Marshall 
tor lunch tomorrow. Hello. 

Yea. 

And I'd kind ot like to know it anything's 
happened before I eee him. 

I 'll oall Mr. Lovett and find out it he's t here, 
ur. 
And then the other thing waa ....• 

A aeparate landing field. 

Yeah. 

Yes, air. I'll aee wha t they propose, it they 
propose anything. I don't know, air. 

Yeah. 

You aee, I'• almost out ot t ouoh with those 
people over here. I don't ase them very otten. 

Well ••••• 

It'e rather d1t!ioult t or me to •.••• 
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!DIJr: 

S: 

HliJr: 

e: 

HliJr: 

-' s: 

RJ!Jr: 

S: 

Hl!Jr: 

S: 

I!MJr: 

S: 

HIIJr : 

8: 

RMJr: 

S: 

Hl!Jr : 

S: 

I!I!Jr : 

1.08 

- 2 -

Would you r.ther not ••••• 

Oh, no. I ~ean, when I vae at the other place, 
you know, I could juet - well , juet walking tro~ 
one ottioe to a no t her. 

I ue. 

And oontaot isn't quite ae oloee ae it ueed 
to be. ____. 

Look, don't hee1tat e a ny time I aek t or some­
thing tha t 's out ot your line t o tell me. 

Oh, no, tble is quite all right; but I' m not 
able to give you - t o get quite the same oloee 
contact where I can aee t hem Juat in a minute, 
you see. 

I eee. 

I' ll get word to you, air. 

Well , I just didn't want to etart - you know, 
raise hell about i t •• •.• 

Yea. 

But that thing about getting thoee airplanes 
out ot tble z;one, that ought to be done. 

Yee, air. I'll get a report back bet ore you 
have General Marshall - bet ore you see General 
Marshall. 

Yeah. 

Nov, t hen, did Saville call you about the trip' 

Everything's tine. 

I thought he had a very good pr ogram. 

Very good. 

Yea, eir, 

I hope you' l l be able to go. 
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I 1 111 going to t17 to go, air. 

Don't reel you ha•e to. 

No, I want to go, very 111uoh. The only thing 
that would keep 111e rrom it ie ir 10111eth1ng 
happen• at thla oonrerenoe to111orrow whi ch 
keeps ua busy all night and the rollowing 
day. 

Well, it collie& under the - it ought to co111e 
under the heading or a •rerreeher•. 

(Laughs) All right, air. 

(Laughs) 

You'll haYe a nice trip, though, and I ' ll get 
word about thle other. 

Thank you. 

Yea, e1r. 

1.09 
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To: 

rrom: 

March 16, 1942 
6: }0 P·•· 

Secretary Morgentbau 

Brig. General Wal t er B. Smith 

SEPARATE FI ELD FOR PURSUIT SQUADRON NOW AT BOLLING 

1.10 

The War Department baa written the Preeident, 
asking t or authority to eatablish a field at Camp 
Springs (this ie the high ground back ot Bolling Field). 
This would put the pursuit aquadr on on its own fi eld, 
and would avoid the tog and mist which is eo preval ent 
a t Bolling. 

CIVILIAN PLANES ALONG THE ATLANTIC COAST 

Control ot civilian planes is under the Director 
ot Aviation, Ott1oe ot Civilian Defense. The Director 
is General Connol ly. The War Department ha l no direct 
authority end has no t considered grounding or moving 
civilian planes from the Coaat area, becauae they are 
being used nov in t he Civilian Air Patrol, which 1a a 
function ot the Office ot Civilian Defense. 

w. B. S. 
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Edward 
Foley: 

March 16, 1942 
4:55 P·•· 

• 

We'•• got you on the loudepeaker here, and I 
was wondering how t hings were going. Can you 
talk? 

11.1 

Joseph 
o • ~onntll: I'm sitting alongaide or Judge Mack, and they're 

in the middle or holding the meeting. They have 
r ead a number or resolutions relati~ to the 
busi ness or the concern. They haTen t reached 
t he point or the program that is pri~rily or 
concern to you. The program i n• olYed, it I may -
Judge Mack can correct me it I '• wrong on thJ.e -
the acceptance or the reaignations or the thr ee 
gentlemen who are absent , that ia kr. Schmitz, 
Hr. Butz, and kr. Baragwanath, all or whom 

F: 

0: 

F: 

0: 

F: 

0 : 

!': 

0: 

F: 

baTe sent in their reeignatione. That would 
leaTe • •.•. 

Yeah. Hello. 

Yea. 

That will - what? 

That will leaTe - they alec haTe a communication 
from kr. Bull1tt, olar1tying bla status and 
indicating that he had i ntended t o resign when 
he wrote that letter se•eral weeks ago. That 
reaolution baa already been adopted accepting 
bls reaignation. 

I aee. And be reeigned not only as Chairaan, 
but also as •••.• 

Also as a member or the Beard. 

Right . 

Now, then, when the rea1gnationa or kr. Schmitz, 
Mr. Hutz and Mr. Baragvanath bave been adopted, 
that w11i lea•e seven members or the Beard, all 
or whom are present, still members or the Beard. 

Yeah. 
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Nov, then, it ia ay underetandlng th6' they at 
that point will el ect Mr. MoOonnell, Mr. Wileen, 
Mr. Mareball, and Mr. Mottett, and that then the 
by-lave will be amended to reduoe the directorate 
to tiYe in nu.ber, at vhioh point attar that 
amendllent baa been ude by the tull Board, the 
remaining member• or the Board or Direotore - that 
ie, the dlreotore vbo are here nov - will tender 
their reaignation, at vhioh point they will be 
lett vitb an exieting Board or tour out or riYe. 

That would be our nomineea. 

That'• right. 

With one Yaoanoy. 

With one Yacanoy. 

And Bob McConnell vouldbe made preeidentT 

Then this meeting would adJourn. You see, they 
haYe to oa.ll a apeoial meeting or the new· Board 
t or the purpose or electing Bob McConnell as 
president, beoauee that oan ~nly be done under 
the by-lave at a meeting called only tor that 
purpose. 

I eee. 8o the old - you will adJourn thia meeting 
and then call iamedlately a epeoial meeting or the 
new Board ••• •• 

That' • right. 

••••• and Bob McConnell will be made pree1dent. 

That' e right. Preaident and Chairman or t he Boerd. 

And that'll all be done today. 

That will all be done, I ahould eay, v1th1n the 
next halt or three quartera ot an bour. Mr. 
McConnell and the other member• oaae oYer about 
three o'olook and had a Yer.y plaaaant talk vitb 
Judge Mack, and be vu nry belptul. Judge Mack 
aeye to tell you that be velooaea them v1tb open 
araa. 
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Well, that's tine. 

And the7 had a nuaber ot other 11attere to take 
up at the earl7 part ot the aeeting. That ex­
plaine vh7 ve haven't probabl7 gotten further. 

Right. Well, I vas Just anxious to find out 
bow the thing vae going. Now, is that etatement 
that you read to ae trom McConnell going to be 
given out as 70u rea~ it! 

It's going to be given out ae I read it, wi th 
one alight revieion whioh Bob made. I don't 
nave a copy ot it in front ot 11e, but the 
eentenoe - he wi.ll give that out at the cloee 
ot the meeting - and the eentenoe which retera 
to the- do 70u have it in front ot 7ou?· 

No, I don 't. I'm not in 111 ottice. 

I think it is ta1r to 117 that there ie no eub­
etential change. There'• one alight change in 
verbiage which all ot the nev directors wanted 
to make. It doesn't change the eubstanoe. 

Well, I'll tell 70u what you do, Joe. Ae eoon 
ae the meeting ie over, would you step to a 
telephone and give me the wording ot that change 
because the newspaper tellowe down here went to 
get a cop7 ot that etat111ent. 

I can have them on the other phone. Bob won't 
be- I can have ao11eone outaide ••.•• 

All right. 

••••• read that to you in a very tew aoments. 

All right. It 7ou oould have that done .•.•• 

I oan have that done.: ••• 

All right. I'll have somebody in 117 ott1ce have 
that atatement that you gave me 1n tront ot tb811, 
and then it can be corrected and we'll have it 
11111eographed here; and then when 1t's releaeed 

f 
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up there, JOU let ae know b7 phone and we'll 
l et it out down here. 

Yeah. Now, do JOU b&Ye a OOPJ ot Mr. CrowleJ'e 
telegrut 

Not in tront ot me. Yee, I haYe it. 

It you haYe it - Mr. Maolt baa a OOPJ in front 
ot hi a and ad41 t1onal copi... I thought llaJ'be 
you'd want that read oYer the pllone, too. So 
tar •• I ltnow, the onlJ thing that 11 to be ghen 
out to the newspapers are Crowle)''• telegraa, 
plue the ehort etateaent by MoConnell • 

Yeah. 

'1'ba t 1 a all tba t I ltnow ot. 

All right. And JOU 1 r e not going to aalte an7 
etateaent? 

No, not at all. No need tor it. 

And you don't think ther e'll be need tor 1t. 

No. 

All right, Joe. Well , when it'• all oyer, etep 
to the phone, will you, and oall met 

I will. But right awa7 I ' 11 han eomeone call 
JOU and read JOU McConnell 's etateaent. 

Good. Fine. 

bltq. 

Thank JOU Yer)' IIUOb. 

Wait a ainute now. All right. That'• all, Ed, 
I gueu. 

Oka7. 

Oood-bJe. 

'l'bank JOU. 
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TRE:ASURY DEP ARTMEIIT 
Washington 

STATEMENT OF THE NEW MANAGEMENT OF 

GENERAL ANILINE AND ·FILM CORPORATION 

March 16,1942 • 

1.15 

The United States Government has acquired title through the 
Secretary or the Treasury to 97 percent or the stock or General 

' Aniline and Film Corporation. 

Secretary Morgenthau and Allen Property Custodian Crowley 
have Jointly requested Robert E. McConnell to act as executive 
offi cer or this company, and have Jointly apprc~ed the election 
or the new tour-man Board or Managing Direotors, composed or 
Robert E. Wileon, A. E. Marshall, George Moffett, and Robert E. 
McConnell, 

The Board has been instructed to complete the Americanizat i on 
or the company to make sure that all employees render faithful and 
loyal service, produce mi litary requirements at maximum capacity, 
provide the corporation with efficient, businese-~1ke management 
and in all ways conduct the affaire of the company to the beet 
interests or the country .. 

Until such time as it is possible properly to select 
competent experienced and permanent working management which will 
then be expected to function under the general supervision or th18 
Board, the new Bo~~d will conduct all administrative and corporate 
affai re or t he company. 

The corporation le already engaged i n consummating important 
contracts ror the Army and Navy. Plant production on such war 
material will be increased as rapidly as poeelble. 

-oOo-

• Given out in New York • . 

30-77 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COio41o4UNICAT10N 

Secretary/~~~nthau 
Mr. Ha~-

1 • r. __ .., 
COBJ'IDU!W. 

DATdlarCh 16, 1942 

SubJect: ~he Bullneas Situation, 
Week endlng Karob 14, 1942. 

Su.u.rr 

(1) A abarp lncreaee in oonauaer expenditure. in retall 
atorea dur1116 Januar7 ie d1aturb1ng, troa an lDtlaUon atand­
poin~ in Yiew ot the neoeaaar7 ourtailaent in production ot 
oiYUian goode. UDlua auch eXpendltur .. ehorU7 begln t o 
decline, in line nth the trend ot auppl1 .. , the reault wlll 
be aerel7 a bidding up or pricea t or the aYailable aupplf or 
goode. 

(2) Department atore aalea moderated aomewb&t l n 
Februarr, declining to 21 percent aboYe the 19~1 leYel aa 
compared wlth 37 percent in Januar7. 81n0e prloee ot de­
partaent atore gooda on March 1 averaged about 1~ percent 
hlgber than laat 7ear, oonaumera bought but llttle aora ln 
actual goode than the7 dld in rebruar7 laat 7ear, although 
ependlng 21 paroent more mone7. 

(3) the etteotiYanaaa ot oYer-all prioe contr ol ln 
Canada 11 indicat ed b7 the declining trends ot l lVlng coah 
and retail tood prioea ln that countr7 ainoa Daoeabar 1, when 
the controla went into atteot, ae oontraated with 8harp in­
creaeea ln the United Statea durl.ag the aaae period. 

(4) Baeic oommod1t7 prioaa moYed a tritle higher laat 
week aa uncartaintiea over the outcoaa ot l agialativa deYelop­
menta and governmental aeaeurea oontined price changes t o a 
relatlvelr narrow range. ID the tirat week in Karch, the BLS 
all-commodit7 index ot wholeaale prioea roae 0.1 point to a 
new blgh at 96. 9. 1'h le 1e 29. 2 percent above the level pre­
Tailing i n Auguat 1939, Juat betore the outbreak ot the war. 

(5) Btook pricea showed a turther gradual decline laat 
week to new lowe tor the ourrent aove. 1'hl Dow-Jonea i ndue­
trial etook aYerage aagged to wlthln a t ra ction ot the previoua 
low point touched 1n 193~. Although induatr1al atock prioea 
in London alao moved lower, the recent decline in that aarket 
baa been aaeller than iD Jlew York. 
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Consumer expenditures ehow inflationary trend. 

or aajor interest in the current price a1tuation ia the 
groWing d1lpar1t7 between coneuaer inoo ... and the euppl7 ot 
conauaer goode. '!'h11 diapari t7 baa already becoae an ta­
portant !actor in the continUing rise or oo-cdi t7 pr1cea , 
although ita ettect baa been cuahicned teaaporar1l7 b7 the 
atooks ot conauaer good• built up troa preY1oua producti on • 
.lll attempts or ooneuaere t o i noreaee their spending Will 
obv1oual7 baYs little or no ettect 1n increasing the auppl7 
ot goode, but will aerel7 resul t in higher prices tor the 
aue goode. 

IJiowing that the YOlWIIe or oonsuaer spending auat be 
reduced drasUcall7 in the aontha ahead it price iotlaU on 
11 to be &Yoidad, eoae aeaeura ot the deYeloping intlat1on­
&r7 pressure on pr1oea •&7 be deriYed troa the actual trend 
ot oonauaer expenditures. It ia or eapeo1al interest troa 
an 1Dtlat1on atandpoint t o know t o loD&t extent ooniUIIer 
incomes are ourrentl7 being d1Yerted troa noraal apencUng 
cbannela . 

In Chart 1, total coneuaer expendi turea tor goode and 
tor eenicea (Department of Coaaeroe eat1aatea) are coapared 
•1.th the trend or aal.ariea and wages, a onthl7 19~ to date. 
r or convenience in interpretation, 1 expected1 expenditure• 
are also Bhovn, baaed on the aYerage relationehip of con­
sumer expenditures to ealar1ea and wages during the 6-7ear 
period 1935-19~. It will be noted (upper section or 
chart) that expenditures t or goode, aa indicated b7 retail 
atore aalea, i ncreaaed eharpl7 i n Januarr, inatead or 
ahoV1ng the decline needed t o preYant intlationarr preaeure 
on pricea. 

It Will be noted t hat expenditure• t or goo4e are not 
aa high as could noraal17 be expected troa the current high 
l evel or incomes, owing 1argel7 to the etteot ot aucb 
control aaaaurea as high taxes, Detenae Bond purobaaea1 
inatallaent credit reatriotiona, and ahortagea or available 
goode. l svertheleaa, it ie baooaing acre and -.ore obYi oua 
that expenditures t or coneuaer goode generall7 cannot be 
maintained eYen at preaent leYela without inflationary 
ettacta , in Yiaw or the groWing curtailaent i n production 
ot oonsuaer goode (with the 1aportant exception or food). 

Cloth1!!1 heaY1]J bought in January. 

'!'he t7pea of goods into which conauaer buJ1ng was aoat 
heaYil7 directed during J&AUar7 11 indicated b7 '!'able 1 . 
It w111 be noted that aalea b7 apparel atoree heidid the 
H at With an 1ncrea1e of 33 percent, ae ooapa.red with an 
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increase or 8 percent tor all etores. In that aonth a haav7 
boarding aoveaent developed in both aen 1 e and woaen'e cloth­
ing, with w14eapraa4 reporte or cuetoaere bu7ing tar in 
exoeu or current neede. Sale a b7 boueehold turaiehiq 
etorel were aaoond, with a 22 percent inoreaae. !he our­
tailaent in autoaobile ealea, on the other hand, caueed 
a drop or 38 percent in aalea b7 auto and auto euppl7 etorea. 

Confidential .. t1aatee b7 the Departaent or Coaaeroe ot 
conauaer 8%J)en41turee tor sll'Yioe e show a -rll:ed upturn 
(5 percent) between Bepteaber and Deoeaber 1941. JanuarJ 
tigurae are not available . (Bee lower section or 

~~~~;~;~~~~::: inoreaeee in the una4Jueted tigurea were 
~ ut111t1ee and aedioal care . I ncreased e.xpen41-
turu tor .. rvioee probablJ have 11 ttle iaaediate intlat1on­
&r7 errect, althougb eventuall7 the7 contribute t o inflation 
through coapetition tor labor and various aateriale. 

Departaent etore ealee gain narrowein P'ebruarz. 

Arter running 37 percent above 71ar-earlier level• in 
Januar7, the gain in Departaent store eales laet aonth nar­
rowed to 21 percent . !hie aoderating or the aalee pace waa 
also evidenced b7 a drop in the P'RB adJueted index or de­
partment atore ealee to 125 tor J'ebruary r roa the record 
figure or 138 reached in the previoue aonth. 

An indication or the eeotione or the oountr7 which are 
contributing aoet t o the preeeure or coneuaer bu7ing ie 
given in !able 2, Vhioh above b7 Federal Reeerve Dietricte 
the percentage !noreaee 1n departaent store ealee over the 
previous year in the moat recent 3-aonth period, and in 
the aonth or Febru&r7. Both coapar1eone, it will be noted, 
ehov the largeet inoreaeee in the area centered around 
lfaehington, D. 0. and nearb7 Btatee . !he eaalleat in­
creaeee, on the other hand, are in the taraing areaa , parti­
cularlJ in the cotton eeot1one. 

Rerlect1ng the preeeure or heaYT b1171ng, retail prioee 
continued to riee during J'ebru&r7. B7 Karch 1 a repreaenta­
t1ve price index or tJPioal departaent etore 1teae wae 1 . 5 
percent higher than a aonth earlier and 18.4 peroent higher 
t han on Karch 1, 1941. When ooneiderat1on ie given to thie 
riee 1n prioee it Will be seen tbat the unit voluae or 
departaent eto~e aalee laet a onth aotuall7 vae vef7 1.1 ttle 
above Tear-earlier levele. 

Xore recent sales lhov renewed riee. 

In the t1ret weelt or Karch, coneaaer bu7ing again 
picked up, and the ealee gain over the correepond1ng veell: 
or 1941 Widened to 28 percent, ae compared With 19 percent 

Regraded Unclassified



- ~-

in the previous weelt. (See Chart 2.) Wb.1le 1t ia :ret too 
earl7 to draw accurate conclualona, ~h11 atrong ealee ahow­
ing aar foreshadow leee eloW1ng up in trade due to incoae 
tax pqmonts than sOJDe obeeryera had axpeoted. .t.t the be­
ginning or next weelt, however, conauaer bu71ng will run into 
another retarding tao tor in the add1 t1onal reetrictlone on 
inetallllont bu.;ring reoentlJ" ordered b:r the J'ederal Reeerye 
Board. IUnlaUa down p&Jilente Will be 1noreaeed tor aan:r 
Utili, and the U .ae l1a1 t Will be out down in aoet instance e. 
lloreonr, 7 add1Uonal arUolea Will 5e added t o the Uet 
nov subJect to regulation. 

,....., 
Prices hesitate under weelt 1~intluencee. 

Developments reported from Washington again dominated 
the price situation laet veelt . Governllent purchaaee of war 
euppl1ee were reported in great volume, partioularl:r of auch 
iteae as textiles and food producte. Yet prioee aoved onlJ­
eUgbtlJ, oWing t o uncerta1nt:r concerning the outcome of 
pending legislation designed to bar sales of aoet Governaent­
owned farm produote at prices below parit;r . J'urther price 
unoerta1nt:r vas caused b:r etatsaents of the Pres,ident in hie 
prees oonterence last J'ridaJ ind1oat1ng that he vas etlldying 
propoeale to place ceilinge on wages and protite as well ae 
pr1oee, and b;r new evidence of a rounded OP.t. program to halt 
cost-of-living increaeee. 

Wholesale price indexes or ooamoditiee little changed • 

.t.s a net reeult, ohangea in baeic ooaaodit7 prices 
were l1a1ted to a narrow al1gbtl:r upward aoveaent. (See 
Chart 3.) 'fhe 1ndu: t or i6 i .nduetrial raw aateriale vaa up 
o.¢ percent, reflecting a further sharp adyance 1l1 the price 
of flaxseed and eaa11 inoreaeea 1n wool and cotton prices. 
Allong the 12 foodetutfa, hog prices again adYanoed, aaking 
a gain or )2.6 percent since December 6. 

The BLS all-commoditJ index in the ~reYioua veelt 
(ended llarch 7) continued ite broad upward aoYement, rising 
0.1 point to 96.9. !hla ia 29.2 percent aboYe the .t.ugust 
1939 pre-war leYel, and 5.1 percent above that or the week 
before the attaolt at Pearl Harbor. 

L1Y1ng coete in the United Statee at Canadian leYel. 

Coapariaon of the ooet-of-11ving indexee for the United 
States and Canada ehow 1 trilt1ngl7 the effect or oYer-all 
price control in the latter oountr:r. (See Chart~.) It 
aaJ ~e noted froa the chart that the OOit of liY{ng in the 

i 19 
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United Statu, accord.1ng to the BL8 ~ndex, vu wbetut1al17 
below that of C•n•da unt~l our ent~ ~nto the war. Since 
then the index baa riun eharpl7, vb1le the Oua4iu ~n.S.X 
bas turned downward. (!he JL8 i ndex for Pebruarr 1e uU­
aated troa the Conference Board ooet-ot- liTing index) . fhe 
Doainion'e oTer-all control of prices and vagee vae put into 
etteot Deoeaber 1. 

1 !:0 

In the lover halt ot the chart, the etteotiTeneae of 
the Canadian control of food pr~oee is BTidenoed b7 a 
aLmilar decline einos loTeaber. fh11 ~· ~n aarked oontra1t 
to the ebarp and continued rise of food price• in thie 
oountrr, nov higher than Canadian prices, and 1e acre telling 
in view of Canada1 a longer participation in the war. 

Ce111ne;s plaoed on pork and textile produota. 

As war production needs cut aore deepl7 into eupplieeat•ood• 
available tor civiliane, the OPA announced that teaporarr 
price ceilings would be placed on two groupe ot ooamoditiee of 
aajor weight in the coat of liTing, - - pork products and 
finished cotton and raron textile ~tQcds. fhe eohedule on pork 
products, at prices preva1l1,ng between Karch ) and 7, becoaee 
effective Xaroh 2). It is reported in the preee thAt ceil-
ings on beet and veal are also iaainent . 

The ceiling on finished piece goods, the OPA etated, a~• 
to check a •rapid and unwarranted rise in prioee1 tor olothee 
and houeeturn1eb1ngs, including voaen ' s and children' 1 
dressea, euite, ocate, and aen'e lhirts. fhe eohedule lia1te 
prices t o thoee prev~ling bet ween Karch 7 and ll, but the 
OPA considers aanr ot those ae entirelr too high, and baa 
indicated that the peraanent ceiling to follow would be on 
a substantiall7 lover eoala. A WPB prioritiee order that 80 
percent of 110p-grade leather so~ee be reeerTed tor shoe a t or 
the araed eerTices, hae been f ollowed b7 press reports of 
expected OP4 action on shoe pricee. 

Record production and ooneuaptiop of cotton goode. 

The OP4 action on prices tor finished piece goode oaae 
atter a tortn1ght of huge GoTernaent orders tor Tarioue tex­
tile producte, including voolene. 4 record 1942 production 
ot l2,5QO,OOO,OOO 7ard1 of cotton goode 1e tcreoaet b7 the 
Preaident of the Cotton !ext1le Inet1tute. Since the our­
rent rate of war ooneuapt1on on an annual basis ie aetiaated 
b7 trade eouroes at acre than 60 percent of euoh a total, 
it ie belieTed that Governaent allocation ot cotton textiles 
tor civilian usee aar be neoeeearr. A further adTance in 
the daily rate of conewaption of raw cotton to a new record 
high 18 ehovn b7 oenaue figures on coneuapt1on in Pebruarr. 
At t he Pebruarr dail7 rate, raw cotton coneuaption in Karch 
would be largest of 8D7 aonth on record. 
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Stock prioaa ahov further daolina. 

Stock prio .. oontinued to daollne gra4U&ll7 laat vaek 
to nev lova t or the current acTa, although aoae atre~eD1ng 
vae no ted near the en4 of the per1o4. !ha Dov-Jonea aTeraga 
ot i nduatr1al atook prio .. 4roppad al1ghtl7 under the 100 
leTel tor the t1ret tiae einoe 19}8, and oaae Within a 
traction of the low point touched that )'aar. !he aTerage 
tor utility atookl lhoved a further tractional daolina to 
a nav low ainoe ooapilation of the aTerage vaa begun in 
1929. Railroad atooka alao eaeed eligbtl7, but oontinuad 
to ahov relat1nl7 good ree1atanoe to t he daol1Aa, although 
oppoeition of t he OPA to aoaa of the reoentl7 authorized 
freight rate inoreaaee checked rall7ing tendanoiee near 
the end of the week. !he Toluae ot trading va• l1a1ted to 
aoderate proportion& throughout the week and on no day 

' reached as auoh ae 500, 000 share a. 

I ndustrial stock prioee aleo acTed el1ghtly lover 1n 
t he London aarllet l aet week, but the recent decline there 
baa been of •allar proport1ona than 1n Xew York. (Baa 
=:::-:~~:) Both aarketa haTe been confronted v1 th a4Teree 

, but ael llng in the Xaw York aarket ia aleo 
attributed in l arge aeaaure to unoerta1ntiee oTer aarD1nga 
and d1Tidende aa a result of proapeotiTe tax i noraasaa. 
furthermore, eoa e aelling a&7 haTe been going on reoentl7 
to obtain funds tor incoae tax pa)'&ents. 

Early atart in Great Lakea ahipp1ng planned. 

During tha paat week the 8eoret&rT of the Interior in­
di cated that , under present plana, ahipplng on t ha Great 
Lakee would probabl7 get under "&7 b7 Xaroh 26, llbloh 
would be conaidarabl7 earl ier than uBU&l. BoveTer, 1t ra­
aaine to be aeen it weather oond1 tiona Will perai t such 
an early atart. 'l'he ioa in Buttalo Harbor, t or exaaple, 
vas reported raoentl1 to be 20 inches thick. I n &DT eTent, 
it ie i ntended t o lengthen the uaual suaaer loading seaeon 
t or iron ore by at least a aonth. 

Reoentl7 it vae reported that the VPB &17 requeet &hip 
operatora to a oTe 92,000,000 tone ot iron ore down the 
Great Lakes during the 1942 naT1gation eeaeon. Inaeauoh aa 
l aet year'e r ecord ore a oTeaent vaa onl7 80,000,000 t ona , 
lt will be aean that ah1p operator• will be oontrontad with 
a t ora1dable taak. Last week, legialation authorizing the 
construction of an a4d1tional look at the Sco connecting 
channel vaa approTed, and actual 110rk nov avaita onl7 
appropriation of the neoeaeary t unde b7 Congreea . !he oon­
atrucUon of an a4d1tional look at the Soo baa bean a4To­
cate4 aa a eateguard and an aid t o the tranaportat1on of 
Yl t&l lron ore auppliea down the Great Lakee. 
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Dtep1U oont1JIII1ug coaplainta ot aorap abortqaa, aual 
operauone h.aYe been aoY1ug alovl7 h1gher. fhe tonnage ot 
ateel s.ngote eoheduled tor produot1on th1a weak WS.ll qain 
exceed the praY1cue record, •• operat1ona are eohaduled t o 
adYanoe to 97.9 percent ot oapac1t7 troa 97.4 percent laat 
veelt. 

1.22 
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'fable 1 

Sale • b7 reta.11 etoree 1D .JanUl'J, 
aeaeonall7 a4Juete41 1noreaee oYer Deo•ber 

!Jpe ot et ore 

Apparel 
Boueehold tU1"11111h1DC• 
General aerohan41ee 
F1ll1ng etat1one 
r ood etoree 
Building aater1ale and hardware 
Drug etoree 
Eating and dr1nk1ng plaoee 
Auto and auto euppl.7 

All retail etoree 

Source: Departaent ot Ooamerce 

Percent 1Boreaee 

::n 
22 
21 
12 
10 
II 
~ 
3 

-311 
II 
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!able 2 

Increase 1n departaent etore ealee 
OYer preY10UI 7ear, by r ederal ReeerYe d1etr1Ctl 

D18tr1ote 4 a onthe 
December 19 1 t o rebruarx 1942 Februar7 1942 

Percent 1noreaee Percent 1norea11 

Richmond 33 35 .., 
Philadelphia 31 32 
CleYeland 29 21 
St. Lou11 ~4 21 
Beeton 17 
Ban rrano11oo 24 25 
Chicago 24 20 
Ianeae C1t7 23 14 
1Unneapol1e 22 19 
Hew York 21 18 
Dallas 18 8 
Atlanta 17 7 
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'fable! 

Increase 1n department store ealee 
over previous 7ear, b7 Federal Reeerve d1etr1cte 

D1etr1ota 

R1cblllond 
Philadelphia 
Cleveland 
St. Lou18 
Boston 
San .rranc1eco 
Ch1cqo 
14neae C1t7 
1Unneapol1s 
New Yorlt 
Dallas 
Atlanta 

Percent 1ncreaee Percent 1noreaee 

:n 
31 
29 

~4 
24 
24 
23 
22 
21 
18 
17 

35 
32 
21 
21 
17 
25 
20 
1~ 
19 
lS 
8 
7 

124 
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WAR DEPARTMENT 

WASHINGTON 

MAR 16 1942 

The l!onoro.ble , 

The Secret~ of tbo Treo.oury. 

Det.r J.!r . Secret e.ry1 

I desire to dO nowled&o your letter of February 
26 , 1942, incl osing a oopy of a tele~Qm fro~ Represen­
tat ive John H. •rolan , Chairman of the House Committee 
Investigating N~tional Defense ~l.r,ratl.on, and a copy of 
your reply thereto . 

Yonr a ttitude in t hh matter as indicated in 
your reply to Representative Tolan ia co.retully not ed, 

I a ppeeiat o the forwardins of thi s information 
by you. 

Sincerely yours, 

Secretary of War.-

130 
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Treasury Department 1~1 
Division or Monetary~oeearcll 

To: l!r. Southard 

Froa: l!r. Gass 

Since this relates only to the 
supply of gasoline !or the transfer of 
gold in Nor th Africa, I don't think 
it need be brought to the Secretary's 
attention. 

MR. WHITB 
Branch 2058 - Room 214~ 

Regraded Unclassified
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lD ropl.T rofer to 
J'l) 451·51/29~3 

Narch 16. 19112 

'rM Socretar7 of Stale prooonto h1o Collpllaento to tlw 

Ronore.blo t!w Socrot&rT ot tlw 'rrou.....,. aD4 oncloooo a 

cop7 ot otrlotl.T contlciontl&l cioopotch llo. 1183. dot~ 

JobnaaJ7 6, 191+2, fro. tlw .&Mrlcaa Conftlalo Gonor&l, 

.Llcierl, Ucori&, COIICorlllJIC COld lranofero to l'r&llco froa 

t ho kDir: of .Ucerla. 

loc1owroa 

Dopartch llo. 1183. 
Jobruar,r 6, 19112, 
hoa CoDnlato 
O.ur&l, ..Uctoro. 

Cop7:1c:3/19/'1+2 

\ 
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Jo. UIJ 

sllliJX01'a 

Silt 

AKIIU CAll C011SIIl.A1'll C!1!rn!! U 

.Upuo, .Uprla, Pol>ruu'J 6, 1942 

STRICTLY COHriDIN!IAL 

Copr of confldoa.Ual doo-a.t froa t~ flloo 
of t~ Ia.tulor. 

I haTI tho boa.or to oa.clooo a copr of a coa.fldoa.tlal 

docuaoat fro• tho confidoatlal flloo of tho Mlalotrr of 

tho Iatorlor coaeorning gold tranoforo to Jrenee f roa tho 

llank of Alprta. Tho doCU~~ent 1o ln Fr oaob aa.d a 

t ranolatloa. i nto lnclloh lo aloo attac~d ~rovlth. Vlco 

CoDiulO Jo;rd &114 lCD.OX ••cured thlo ~nt fro• a nrr 

r ollol>lo oourco and foU 1t would 1>1 of ln\oroot to t~ 

JOII/Jc 

JoUx Colo 
.berlcaa. Oo11oul Oeural 

ruo J o. s63, ~ 
lnolonrooa Confldontlal d-nt froa tho flloo of t~ 

lator&or 1D. Jroach. 
1'raaolat1on lato Jnclloh of oaao. 

Ooplooa Qllla.taplicato t o t~ Departaont 
1 CopT t o Vlcbr 
1 copr to Taaci•r 

Copralc:)/19/~ 
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no~, Deo, :!6, 191!1 
Nlniatar,r of tho Interior 
Oonorol Seorotariat for tbe Ad.laiotration 
Under Direction for ~ceria 

The Mlniotor Seorotar7 of St~to 
tor tho Interior 

'!o the Gonra.or Oonerol of ~~rla 
Induotrlal ProdW>tlon: 

ObJect: 'l'raooportatlon of coU froa the ll&Dk 
of .Alceria. 

'!o IAaure the spplleation of T&rioua co..tttaeuto 
1111dortaken b7 tho l'rench goTel'll&ont, tho B~ of ~ria 1o 
under tbe obll&atlon to carry out, for tbe account of the 
Mln1otry of llaUonal !coDOJQ' ao4 Yinaoco, n1111orouo tranefero of 
&old troa ito Taulto to the airport of ~cioro. In thll reeazd, 
the ruourcoo of the ll&Dk in roopoot to luduatr ial olcohol and 
saoollne ma1 Tory poooibl7 ooon be oxhauatod. 

In order to IOAke proper r .. ponoo to tho wiGhoo 
oxproootd b7 ar colleague of tha Financial Mlnlotr7, I baTe tho 
honor to aek fOU to giTe oatlofac tlon 1u tbe brlefeot dol&7 
pooolblo to &117 roquoota for liquid automotlTo fual vhlcb vlll 
bo prooentod b7 tho Baok of ~ceria for oW>b cold traoofero and 
to keep ao c1ooel7 lufotw>d of &117 dlfflcultleo vhicb aigbt occur 
in tho carr,rinc out of thaoe l notructlone. 

7or tbo Mlnleter 
'!ha Counoolor of State 

General Secretary tor tho J4alnletratlon 
Signed: Illoglblo 

• • • • • • • • • • 

Rtpl7 llade on the lOth of Jeuu.ar7 otat1~~t that 
ln tho l nton al inotructlono ban boon &lnn to co11pl7 to tho 
!&Ole of ~ceria'• requaato, 

Cop7 : 1o:3/19/42 

Sicoodt Ettorl 
Secretary Gonoral of U,. Gonrnor General 

ot Alclero. 

:l34 
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Treasury Department 
Division of Monetary Roooarch-- 135 

Da te .... ~~~.!<~ ... g.A .. .!9.~ ...... WJC 

Secretary Morgenthau 

Mr. White 

"!': 
The Colombian Central Bank has asked the 
Feder al Reserve Bank it it could , in view 
ot current transportation diffi culties, 
hold 1n custody 1n that country the gold 
which it sella to the Federal . 

A similar request waa made by the Chilean 
Central Bank in January and was denied. 
It appears likely that many other coun­
tries in Latin America would ask tor 
thi s pr i vilege it they thought it would 
be granted. Therefore the attached1 
letter has been drafted to d eny the 
Colombian request . · 

Should t he transportation situation 
become more acute and inability 
to ship gold to the United States con­
sequently embarrass Latin American 
countries, we could ot course review 
the situation in the light ot such 
developments. 

IIR. WHITE· 
Branch 2058 - Room 214t 

Regraded Unclassified
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MAR l 6 1942 

Dear Ill'. x.-.. 
lt1f1""" 1• ..,.. M )'IOU' le\wr 11 *"" 6, 19142, 

..,.loalll a tNMlatioe ot a 1e\'-r ,.._ \lie r..o de 
lA .lrll~l!ca, lll>&o'a, ::.lanta, cleW .........., 211 19421 
11!11cll n rarw t G1tnn1U• wt~ nepee• to \n.Npa-U.. 
tuiUU• and 1ftq81.~ U r-ld bllrMn.r ..U \o \be 
1uc11ra1 ! ... .,..,, lllult or lie• Ten lid 1M be l&t\ 111 
Col.ccdda In tta ew~to<ly o.t a rMpaW\~ et.e~n ..W 
ahl ;r. U\1 cc:n:!H1- - o::or-. hwl'llble. au owW 
!.hat 'fOI4 N ! W \ o ,.,... a \- at .......,. 61 19421 1a 
lllliot. 7011 to~ a oiml&l' rec;.e1t t'wo• ~he l'alleo C...t.nl 
dAI cw •• ••lll t.lla~ ,.... ·--~ \be\ :ro• ... &ll\bor1- to 
Nj)~ W u .. <.oloftbl.an 0.\nl rw ,n w .... eild.l&.r to 
7fN' ra;>l.>' \o "'- t.hUa• OM\nl. l!erllt1 •• u\blor11&d 1• 
l:r . t •• •• • a..u•e at.t.ar ot ,......,. 16. 

1M traaallt')' 1:.~ hal lti'l ... ftJ"<thl OCll\ll!d.,.._ 
U on ~o t.lla "'fl..,\ ot U.. I!&rwo de lA tap~~W .. , ~~~ .... 
C~b:U, \.0\ ia t.hia ... ...._, aa 1JI .. , al Clllila1 ..... 

M\ • - 1\ Hon .. litla •• Ud.a U. t o Copan llNa 1M I'OUC7 
or oat ~ £Ol<l tv H.U..., ..wide 11 the l1111Md 
~ta\11. r ........ ~ ... ..-... , ... n-1 5&•t ot 
U.. ltl\1- Ita-, t.e lAtoN the t.ee • 1 1.t 1\opo~W .. , 
..,._, Ce' 0 ' •, ~. 

11:1- • 1. • • • u.oar., 
\1M ""-i daa\ 1 

/) l '*~'.: 
I 

~t'-1 Cr ;_....,,.~-..... 

136 .... 

1-1'111 ... ••w ~ ot - Ton, 
._ Ton., ._ Jol'tto Pl~r~..'• ~t.um ",a .;iPc~t<..r: ' ~ ei fie,. 
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IWcb. 16. 1942 

! be Secr•$&1'7 ot S$at• pre••nh b.h eo~~p1t.nh t o the 

Hooora'bb tb• Seoreta17 ot tba Treai'IU7 &D4 t ranaai h here vi tb. 

for coolldnaUon &D4 -ropr1a$a OoCUoa tbe .. oloaed Aconda 

Shut and t b.• •$n1al at\OoCbo4 \boreto. 

The S• ore$ar,y of Sta$• would ~reo1at• b.e1ac e4T1aad of 

the 41epoa1tion which is made o! the prob1e~ r~1aod b7 t he•• 

AcoD4a She•$ &Dol 
.. hrial at\OoCbod t hereto. 

COpJ :lc:J/16/42 

.. 
·~ 
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.I'OUIQll :runs C<llfl'IIOL DI1'1SI~ 

P.R • .a.. 
8JRUI. 'io."- 3-2-l 

(l) DISCRIPTIOlh (a) Copy of tellfll' .. ao. 156, dAted J'Wbnary 27, 
191!2, tr-oa U.• .U.rlou X..pUoa, l!elllllll:l. 
(b) Pan;pbra .. d coploo of hllfll'a&l aoo. 93, 110, l}l, tr-oa 
tho Aaerioan LepUoa. l!elllllll:l. 

(2) COIICDIIVG: 
.A;plioaUon tor a 'l'ri&IV7 l1CIDOI t o pnaU the palliO'Dt of 
$ill, 500 troa l'ianhh f'QD4o ill tbl 111lito4 Stateo 1ll tbl 
ootu ..... t of dobto ov11l& to the Par-ut Jilao CoJIP&II7 
troa ito l'1aaloh J.ciDCT· 

(}) .&PPLIOA1'ION NO.1 
Olllalow. 

(4) PRXSml'l' SW11S: 

(5) .lC?ION T.&Dlf: 

(6) UO<IIOIIIIIIA!I 01: 
'l'ho Dopartaaat of State rec-llldo faTorabl• couldoraUoa 1ll 
order that .Aaerlcan Pllal 1&&7 CODUDU to be ooat to J'iJilalld, 

140 
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fbio hli&:I'U ... , be 
parapbrMe4 before bel~~& 
c_...lcate4 h &QTO&I 
ether tbaa a Go ... ~atal 
ecen•T· (llll) 

Dated lebraar,r 27, 1~ 

lleo'd )152 p.a. 

Secretary of State, 

Yaahlactoa.-

156, lebnar"T 27, 2 P••• 
!()' llllaber lll• Pebraar,r lS . 
J. dlttrllrcl\or or Pare.o1111\ tllu todq iatoraed Secretary of 

LepUon \bat be had leaned the\ our 'l'r ... ral')' Departaea\ bad 

retuaed an o;plicatlon tor & licente to peralt the payaent of 

$14,500 froa linnieh tundt ln the United Statoe in eottleaen\ 

ot do'bh owinc the Paraaount Co~~Jl&!*' troa lh linnlth .l:geno7. 

Be l&ld the Mttor W&l of cre&t lllj)ortanoe in relatlo11 to the 

fUture lllj)ortatlon of Pare.ount fllao tor which he bad a order 

tor eiptoen teatve picture• aa the Paraaount Co~ would be 

reluctant \o peraU pictiU'It to be ehow here if 110 arr--h 

for pqaent could be aede. 

1 Yeature to repeat the inq'41J')' in ar tel•cr• -'ber 110 

ot le'bruarr 11 aa to the poeal'bil it7 of natreaeiac llADieh 

dollar 'bal&aou tor the e:xpreu purpou of P&Tiac tor J.aerlcan 

aotlon p i cture fllao in llaland. 

ltepeate4 t o Stockllola. 

scsomm:LD 

~7:lcsJ/16/~ 
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con -
J'IOI(: LepU on, BolalDld. 

Socrot&r.r of State 

DUia lo'bruarr ~. 2 p.a. 

liO . I 93 

BEFJB)llOI: Stootholm'o 17~ • .T&D\IU7 31, to Dopartunt. 

! be ~ation'a Socrot&r7 val Tieito4 t bio morning b7 

a 4ollf&t ion wbich repreoODte4 t ho 4iotrib~toro ot motion 

plct~o fila• of American orig i n. !her eallo4 to consider 

what action ohoul4 be talcen in reopouo to tho ~ fila 

elwtber 1 o 4011a1>4 that f r om next .r~ l th oro ohoul4 be noltber 

ioportatlon nor OTOD showing (repeat ~Till •how1Dc) of A::teriean 

pict~oa i n J1Jilalld. 

Board of Direetoro of Ji....toh lilm Chaaber of Commerce 

appar&Dtl)' confronted motion plot~• 411tri wtoro in tbio 

co~tey with a fait aecompU accor4iD« to tho report of tble 

dtloptlon. !be large l'innioh film proboi D« compeniea, 

.ldMo Jilm &D4 Suollll. l'illD , apparentlr heYe a 4om1D&Dt •oleo 

in tho Board. tetter accepted 4..,..nd b)' OoNADI wit hout con­

oultinc other aeabero of Chaabar. !'heir 110t1n wao apparentl7 

the tact that both CO!'P&Dieo uae argo q113Dtltiu of raw fUm 

&D4 aet 1n tho diatribution of Jurcpl&ll. inclu4111C Oernan, ru ••. 

!be Gonrzuoellt undoubtedlT lcDeW what wao teldi!C place 

w t ••r:t cle•erl:t kept awar from tbe wholo matter, being aware 

that todar 11 t he 4q that negotiation• etart wl tb Gerawl7 for 

a new trade agreaent . .t.a a -tter of f&ct, the head of the 

cc=arci al .. cuon of the r orelgn Off1eo, l'ala&Ati, and t ha 
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chhf of tiM foreip ·~enc• aec:U on of the llulc of JlDlaDd, 

5wo4an, calall' atate4 to t~e dhtrlbv.tou of .Aa&J'lc.&D filu 

that the preaent ayat• of il>]>or UDC 75 picturee a yaar vaa 

entir ely eatiofactory t o t h .... 

4D att~t 1o DOW b eing mede b7 t he dhtribv.toro of 

4Derie&n filao to gather oupport from all dietribv.tore in 

t lll o country of aeri eon filet to run counter t o t he doo1-

tiOD teJ<&D b7 the l'lnnlah l'lla a.a.ober of Co ... erce1 I Boar4 

of Director&. ~q point out, howtl'far. that t heir oltua-

U on lt Tery 4lfflcul t olnce t he Boar4 of Diroctoro he• en 

lrrefutllbh enovar in pointl"t; out t o omall 4lotrlbv.tora 

that thtf Will be better off without 4Darlcan filiiO t haD 

vl tb.out fllmo of any ldn4. 

AmericllDo felt that pooition would be i mproTed if 

e.uurencoe could be g1Ten thot 4Der1can or llrltlth ro.v fllmo 

could be eJI!lorte4 to l'lnland 1>7 borrowiDC froc Swedith otocl::o. 

Kala e.rgu::oent of J,daao an4 Suoai l'l.laa would be o ... reo11e if 

ODO"th raw tllm could be 1~~porte4 fron .11&17 1, 1942 to 

June 30, 191+3, the DOnal filD r ear, t o II&Jiufacture fiftean 

full leD&th teat urea . 2"" 000 finnaarl<o will flne.nce the pur-
~w, ' 

oh&oo of ODOU&h fllll for the master filii and all oopleo of a 

feature p icture . Feature tllllt hero are tttl~~&ted in ten>o 

of coot an4 not i n term• of length. 

'l!he 

1.43 
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The delepUoo wu lnto ... d ~ the SecHtary of LepUon 

tbat SWedleh produeere bad nlre~ aeeuaed an il>dependeot 

attitude before Gar::lall dema.nde of 11. ol::allar nature and that 

both t he .l111erican and Br it1eh Lesat ione at Stoclchollll had ehown 

a helpfUl att itude with regard to btlpinc euch producer• to 

obtail> a eupp~ of rp f i lii. Ho etateil , bownor , that as far 

ae J'il>llllld waa concerned , the BrlUeb GOYorn•ent bad nlrea4:r 

atatod that SWeden c~>ld oot allow J'inland to roco l .e ouppli oe 

ill!'<'rted ~ Sweden, t heae oupplioo to be HJ'laced ey narlc<~rt 

laoorto. 1'ho British Gonnment 1taelf woul4 b&.-~ to allow 

the except ion ao far e.e raw ! 11• wa.a concerned. !here :fore, 

queat i on ahould be settled by !mPrican and Britleh Government• 

In collaborat i on. Undoubtedly advantage derived fro~ a continued 

ahow1Dg In J'l nland of American motion plcturee would bO rtali~od 

In Lonclon ae well aa In l'aehlngton. He prollliood that tho 

Lecat l on would enllet tho Depert•ont'o bolp l n thle .atter and 

acreod that '-rican dlet rllr.ltore were r l cht 11> t hl.nldJ>g that 

for tho tillt bel.:!g tho beet procedure wu one of del.q 1D order 

t o explore all poeoibill~lee of obtal nln& raw fila fro;a AMrlca, 

aeanwhllo del.q1D.: a;:q definltln anower to Geraan ultl.uttuo. 

llow l t hetandi n& fact that Board of J'1on1tl1 J'llao Cbuber had 

accepted Gtr.an demand, eueh aotlon bu been dieapproved ~ 

practically all thaatre ownera and they are bolU.1ng a meetlt>f> on 

J'ebruar; 7 to reconold.er the poaitlon of the chelllber in a full 

11111011. 

• 

1.44 
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1\0. I 110. 

COID'IDIIITUL 

ll.Ulil :Ptbrua17 U , 5 P••• 

IIIJ'l:lll:IIClii1 LepHcm0 • hlocra 
no. 93, l'tbrua17 4. 

itprtoantat1Tt0 of tho AQOrie&n aotion pi cture COD­

panito 1n th1o conntey aot thh date w1 th tho Stcrtta1'7 

o! Location. !hooo diatr1but oro haTe won qnito a Yictoey 

1D& with the Socrot&r7 o! t he LecaUon. .u a rooult ot 

tho public oeooion of February 7, tho Board o! Director• 

ot tho Chamber vao forced to rooisn and ito action 1n 

acquioocing in the German demand - • ropudiatod. Tho 

quootion o! acceptin& tho Gnaan ultiaat ua -• aado one 

ot contidonco b¥ the o:r.-chairaan o! t ho board but he loot 

out, tho TOto being 95 to 103. lit roprooontod .A4aat 

J'1la1. It aq bo realised how IIUch t ho GoraiUI propooal 

woo rooont od and how otrong t ho oppooition to t nt Board 

waa vhen one conoidora that Adam• and Snoa1 ;rUa1 t ocothor 

tbrouch t heir ownorahip o! thoatora had 2} Totoa at their 

4hpoaal. 

It i a 1ntoroating to note that Suoa1 and Adam• J'1lm1, 

who art illportant :tinnioh productra, are not 1nclw1od 1n 

tho aeaborohip o! the now Board o! Diroc tora. t wo o! tho 

tho ••bora roprooont Belo1nld. diat r1blltora v!>Uo t ho 
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r..-1111113 U>r•• repreaeAt prortnc1.111 theatre owara. 

l(aclaoatl. repreoGtaUTO in thl.a COW1tl'7 for IIIII, mo 1a tho 

Viet Oba11'11&n of tho nov board, w.o prtaGt wUh McClintock 

at t he mooUJI& wbicb toclt place tollq. 

The now Board of Director o are, of couroa, TOl'7 .uc1> 

ancouracad b1 thoir recent ouccaoa, but the Board, which 

bao t he backing of the ~erican diatributora ia aora than 

OTtr duirOilo of being a ... ured tbet (l) tho BriUob and 

~arican GOYornaenta ean facilitato the ozport to Jl..nland 

of raw fila and (2) \bet filliobad p1cturaa will eontl.nua to 

bo aont to J'illland 'b7 motion pi cture coapanioo in tbo 

Unitod Statoa. Thoro ia not ~ell financial reward for 

A;Derican CMpaniea wbicb und fillllo to li'iD~and 1DaoJIIUcb ao 

the llaDI< of li'inland oDl.T allowa 75 Alllarican foatureo OYOI'7 

year and a $200 re:oittance per fila. AJDarican dhtributora, 

cowOTer, baTe boen 1Dtoraed 'b7 the Back that it ia prepared 

to roloaaa all fro .. n flmda dna ~ariean fila c.-p&Dieo in 

tbia cOW>tr,y up to ,~J~rU 19, 19li1 and a q ba ann after that 

date. Of courlt, in order tbet t ho Bank of J11llaD4 aq bo 

able to do tbio, dollar blllanceo mu.at ba &Tailable. J'or 

tbio purpooe the ~roaaur,r Department would hnYo to iooue 

licenoeo. ACcording to AJ~~erican d1otr1butora no regular 

proc..tura with ree:ard to the grantins of auch l1conaea hao 

'bun ootabliohed oo far. .u lato aa laot JloY81l'bor cbeclto 

of tho !4Dlc of li'illland were caobod in tho United Statoo 'b7 

llllK. On the other band, laet II&T tho reproteo.to.tiYa of 

1.116 

·~ 
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Vt.l'Der Jrothera bad aiailar G>ecka retun~ed to I>J.a, 

'f/a bellno that tile 1'reUUf7 Depar\aent ahould allow tll .. e 

account• to be liqu14ewd, &Ad wUh \hc.t 1n new, J&Dk of 

llolend chtcke thould be honored, eopec1all7 ee tlle;r 

r t pr tttnt p&;rlllnh for debh ..,1ch 1D 110at ceeea were 

contracted before the war and ..,1ch are Au. to .Mer1cen 

co~pan1ea . Such action would encour-ct .&.erican aot1on 

plctQl"e producere to oend .MiUonal fU.. to thle CO'CUltr;r. 

~ filaa Cllll onl;r be I.Jiporhd v1 til the acquieacence of 

the Jrithh Ooyernaent end \he eeUute of 15 feeture p icture• 

tor tYU)' you 1e conf 1med. On the bee it of 10 printa for 

tach feature fllm it it neceaaary t o obtain the fo1lowinc 

l•D&th• of fila. 

10,000 .. tere for the p icture ne.:aU'"I 

15,000 •tere for tile eoiUld nep\lYOI 

42,000 Mwr• for the potltln fila. 

In order t o 11Uuh tile total -=t needed 1n thia co=t17, 

tht fortpiJI& ncure• thould be IIUl tlplled b;r 15. Accordille 

to our lnfoi'!MAtt, 1t 11 bellend that no 110re than 10 full 

ltD&th feature filae can be produced n117 :rear in war tiM, 

Hovayar, the ehorta would require foot-e- equal to that re­

quired for five feature fila•. 

'Dle 

1.4? 

Regraded Unclassified



- ~-

tho J riUoh LepUoa'• eo-rcial !-eret&r)' i a Uocli:bola 

acco r41r~g to our lAcaUoD \hen vUl refer tho queoUoD of r­

!ila t.por tat ioa t o looJLOaic Warfare K1Diotr,r 1n LoD4on. It 

11 Juat u iorportaJLt , how,..r, that ve uaure l'1DD.I.oh 

dhtrilll>toro \hat .,.oh 41otr1bu.t oro ~~q count on finiohod 

.U..rican feature pi ct uno ao ,.11 u rav fila. llaall \heater 

o'-uero who larpl ;y Nl<o up a .. boroh1p o! :UnDioh J'ila Cb .. bor 

probloa tb&D productioD problea. Gerace, in their doaand w 

C!!a1ibor, inoht on luap"c together both probloao, wich 

nat,.rall;r 1t aoot adYaJLtacooue t o thea. l ooential •ttor bo 

oetUed q..tckl7 1t Yictor,r """ eo tar h not to bo loot bo!on 

new diiWld 1o aade bJ Oenoan;y. 
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TO 1 Secretary of State, Waohincton 

llt.'l'iDI J'obl'\18.17 18, 1942 

!MIBllih 131 

ft• 

Refer ence it -..de to telop-...,. 93 and 110, Pebru&r7 4 

""d ll froro tho Legation, 

tl>o question of tho deaand b,y Clei"UQT that J'1nlan4 

cltQY 1hwlf JJ:!orie&n i'ill::a oubooquont to Ju4' 1, woo dit­

eua tod i nfornel}¥ yeater~ b,y the Lesation' e Socrotar,y 

with the Chief of t b.e Co.,.orcl.al Soction at the J'orelsn 

Off'leo. It woo etated ey JalbJltl t hD.t the i1:1portat1on of 

ADtrlcan •otion pictureo on the quotn ba.le eo durlcg tho 

poet year was a&rooabl c to hit eect1on and opeoldn& ao a 

•••bor of t ho l aport Liconoo Board ht etatod !aport licenooo 

would be srantc<i. 'lbo quootlon of pro•idi cc • ...rnclent 

forelc;: uchan&e to pey for r• fila Iapor ta would be a 

difficult -.ttor he stated; but tho •UC«<otion b7 WcClin­

tock t hat it mar be poaoiblo to uoo J'innleh dollar balancoo 

in the U. s. tor that purpooo wao ~reed to. 

It waa franltl¥ otated by Ja1ant1, hO'O'onr, that further 

1mporto of ~ericaz motion pioturoo io a pol itical queotion 

&L~ that he waa of tho opi n i on that attompto t o aupproeo 

.Aaorlcan !ilao 1n !'1nlalld would ouccoocl. In addition to 

f i=lland ""d Swodon, ho oald 1ncldontal}¥, that oil:>llar do­

...,clo hd baen made 1n Portusa!, S~itnrland and llunpry . 

Cow:bJ:~l~ 
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This t elegrcm must bt 
prrnphrroed before being 
comrnunic r.t td to nnyonr 
other th•·n c. Govcrnmentc l 
cgency. \BR) 

Secretnry of Str tc, 

\lcsh1ngton . 

32, ~rrch 16, 9 c. . m. 

We 111ngt on 

Doted Wr r ch 16, 1942 

Rtc'd 11: 30 p .m. 

Plcrse communicrte the following to Trersury 

c. s High Commissioner Sc.yrc's ttltgrr~ No . 29, 

Ptbrur.ry 22 . 

"Corruni t tEE de scr1 bed my 9 , Jcnurry 17 except 

Nieto rbsent destroyed contents three boxes re ­

ferred to in my 3, J c.nurry 10 . Gontcnts ot time 

of burning comprised United Strtea dollrrs 202, 441 

end P 61,488 l1.ttcr constituting pesos~ c.ccrptcd 

in rxchrngt for dollrrs. Boloncc of United Strtcs 

dol11rs 146,000 represented by United Strtes 

Trc rsury checks, wlO, OVO reported my 16 Fcbrur~y 6 

rnd wlOO, OOO rnd $36 , 000 reported my 28, Fcbrurry 

22 . Sr.yrc • " 

cox 

IlK 

1.50 
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O.lBLIOlLL II 

J'ro•: :S..lo 
Tot J'e4oral. ll&oorn l!&lllt 

ot nov Yolk 
l)ate: llerch 16, 1~ 

#18 .lftXli'fiOI IDIOD 

Ploau obtain l1cenoo to buT from u. s. 'rroaOUJ7 cold 

bo.ro containing a:pprox1""tel.7 38, 500 tine ov.ncoo t o be 

held e&ra&rncl tor our own .. ec01111t le dob1t1a& our account 

:S w1tb counterTalue . 

acd· Bank tor Interaat1onal Sott1o•enta 

151 

Roc' d br telephone t roD l'odoral ll&aorTO Bonk ot }lev York, llercb 17/42, 

11:30 
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PAT£1>: 

NUI!BS:RI 

l'A.RAPJIR.CIIi: OF m.EOIWC 8£11! 

AMLEOA!IOR, Ba..a 

MaJ'Cih 11!, 1~2, ? p.a. 

1!8? 

15'? 

The &v1ee-8pen1eh tranetere vert 41••~•••4 on Marth 12 

by Aeaietant Seoratar, AOh~!Gft and Mr. Gavt1ar, \he repre­

atntat1Yt 1n \he United Stet11 ot the Sviti letional Bank, 

H vu 1ta\ad \bat \he OoYtmatD\ ot \be UnUad Stahl 

vo~o~ld 11oanaa \he tra.neter ot $2, 200, 000 to the aaaollllt ot 

\hi Inetitvto Ee~o1 de Mona4a EztranJara troa \be Swiaa 

National Bank. Coneaqvan\1f, on Marth 13 the 11•••••• 

neoenar1 to para! t \be traneter ot \bit aao1111t vera 1alllt4 

by the Tr1a1vr7 l>apertaant. Mr. Oavtier 1ndioated \bet \be 

Oo•ernaent ot Switsar1an4 would •cr•• to Dlkt aYai1abla 

to either \be United State• OoYernatnt or to avoh pereona 

a1 it 1ho1.1ld diraot, the Sviee trano aqv!Yalent or 

~2 , 200,000 , u aselnet \ba pepent ot 82,200,000 into till 

blook1d aoooiiJit 1n \hit eo1111tr, ot t he Swill Ra tional Bank. 

bt01~•1 ot the tao\ \bat Mr. Gavti1r'• inatrvotiona troa 

bll bank di d not rater to the propoaal t hat the bank 

1ho~d p~rohua 11,000,000 troa \be Brltiah t or Swill 

trano1, t he tigure vaa aet at ~2 , 200 , 000 rather than 

•3, 200,000 prtYiOVI11 DtD\10Did in tbl l>a~rtaent'a no. eQ8, 

l t va1 pointed ovt 'o Mr. Oa~t1ar t ha t vpan hie a1•~noa 

tha t the Svhl Gonii'DIItnt would aakt aY11l.abla t he Swill 

trano 
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tnAO oqu1Yaloet or l l,OOO,OOO \o ~ Br1Uu, \hie Oenn­

aen \ would 'be P"peJ'ed t o appron \bo lroeotor or Ulo 

add1t1onol $1,000,000. I\ vao otated _, Mr. Oaullor \ba\ 

he would 1nro ... Mr. Aobooon later ao t o what •••lll"aaooo 

ooul~ ~~ g1Yon •• to tho addlt1onel .1,000, 000, o1noo 

~r. Geut1or r rotorrod \o oonflra b7 oabl1eg h1o bank. 

I t vao 1Ddloatod b7 Kr. Gaut1or that hl• baak ooul4 

no t ~coopt ao ~ pr1nc1ple that further tranotoro oo~d aot 

be sado rroa Ulo Srtoo oooouat to tbo blookod aooo.sh or 

other neutral baeka aolol7 tor ev1oo plll"pooea. It woo 

pointed out t o Mr. OauUor that t h1o Oonr1111ont ••"17 
1n~1oated that 1te pol107 would be nol to oora1t euob 

tranatero 1n tba tutura and t~t 1t bad not attempted to 

oompel the Gw1aa GoYernment to ooqu1oeoe 1n th1t pr1no1plo. 

Kr. Oaut1er was tole t hat tho traDotor of ,2,200,000, rttb 

tho poea1b11 1t7 of ra1a1ng 1t to ~~ ,200 ,000, VII r1apl7 aD 

1ttoopt to aettlo tr.a d1tt1oult t1nanol~l ~urat1ono wb1eh 

hec! arleen bf tltoen \he !w1u OoYel'l\&ont and t he tlll1to4 

&teue GoYoJ"D&&nt b7 vare1ng tho 5v1n ot tho tuh" 

' tt1tudo or th1e OoYoreaont end b7 etteapt1n& to •••' tho 

pre~ent 5~1•• oobsrracoaonte aa toon ao pooelblo. Tb1o 

Oovernmont ••• tblretoro urs1ng tho ew1aA GoYornaont \0 

.. lto tuhro pa7a011h 1n ooao other aonDor 1n order \bat 

thoro a1!}lt bo n praoue~l doo:.onotl"'l t1on of tho oorrool­

noGa or 1noorreotnoes or the eeYer.l predlotlonc aodo b7 

tho 
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\bl Sw1•• • • \o \be ettee\ ot ret.e1na t~\her \raaetere 

or \hU na\llH. tbU ex11laaaUon •e-4 \o .. uet7 

Mr. OauUer, fh11 OoTe.,...a\ bal au\horhe4 \he \raaeter 

of i2. 0 , 000 troll. Oreelt OoTei'IUletlt fliD41 ln \bh IOIIB\rJ al 

per\ ot \be 12,200,000 whloh \be Swill OoTei'IUIM\ bae aiJ'IId 

\o \rsneter, ot wb1eh \he equ1Ta1en\ 1n Sw1•• rraaoe 11 \o 

'be .. de a't'a1labll \0 \ be MJ.a.U\Ir or Oreeoe 1n Bll'D \ o bllf 

toode\uttl and ae41oA1 111Pll11ee tor 41e\r1bu\1on bJ \he 

Inuraau oaa1 !led Oro11 la Gre111 \hrollch pr1Ta\l ohaaaeh 

end wh1ob 11 no\ \o be en\ereO 1n\o \he aoeoua\e or \be 

Lt gaUon. fhe a441Uon.a1 \eliiJ'IpbiO \raneter or ~e&O,ooo 

\o eupp1eaea\ \ he i 3IO, OOO aen\1oned 1n \ht Dlpar\aen\ 11 

no. 1~9 or Jaauar, 17 w111 eoon 'be 111.1\1a\a4. In \be 

tu\~• o\her tranetere will be aa4e . a 11 •uaaana4 \bat 

7 011 otttr no ott1o1a1 4ret\~ tor ea1e, 1n order \o preYen\ 

oontue1oa troa ar1e11la u w \ he aao1111\ or dollar• wh1oh 

\he 0v111 la\1onel Beall 11 required \o aoot p\, bu\ •• aa 

eHerneUYe oa th troa Swill franoe n ob drat\e at eu\bor1&e4 

under \he prooedure preeen\ed 1n \elear a• no. ~7 ot 

Fe'bruarJ ~. lt•t to \he Leaa\1oa. 
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TREASURY DEPARTMENT 155 

l ~l!t.OFf'ICIE COMMUNICATION 

DATE March 16, 1942 
·; 

CONFIDENTIAL. 
Ro&latered eterllng tranoact1o111 ot the reporti ng buko were ao foUovo: 

Sold to co-=erclal concornt 
Purchaaed troc coamerelal concern• 

£44,000 
£ 5.000 

Open aarkot etorllng reza.iDed at 4.0}-}/4. vlth no reported tranoactlone. 

h> on unuouall)' actiYe IIIIU"'.ce t, the Cau41M dollar dhcoW>t vlduod further 
to 1.2-l/4.' b7 tho cloiO, &I co_...,d v1t h l2l' on Saturd.q. The benko' ntlaatn 
tor t ode7' 1 tW'IIO'Oir cener&ll)' exceeded 500,000 Canadian dollaro, aa co.:parod 
vltb tho uoual dally tlgure of about 100,000 Canadian dollar• duriJ>& the p&ot ftv 
:ontbo. lloet of today' o offering• vere bell ... td t o ba.'Oo repreoented tho p roceedo 
recehed by Amorlc"" boldera of Canadian Pacitio 41lw&y bonds falling due today. 
'-:UTI oupport va t &hen to the rate by the prnonct ot t he Poot Office aa a buyer 
of about 500, 000 Oanadii!JI dollars. Rovner , thAI buko bell"'• that t he Poet Oftice 
bao nov oatlot1od moot or all of lh requl romento &ad tba.t tho dhcount will vldon 
turtbar in tho next f ov d&)'o, eepecially olnco eubotMtl&l ""'ounta of Canl\dl&n 
dollar redemption proceodo rel!lllin to be told. 

In llov York, closing quotation• tor tho toroicn curroncloo lioted bel ow 
Y~rt &I tollowa: 

Ar~ontine peoo (free) 
Bratilian mllrelo (!roo ) 
Colo11blan peso 
l¢o:dcan peoo 
u~ peso (tree ) 
Vonocuelan bol iY&r 
Cubu peso 

Vo told $2~,9}8,000 In gold to the Buk ot Svoden and thla vaa earaarkod 
1D tho Bonk ot Svodon account tba.t 1o oubJoct t o t ho inotructiona of :<eooro. 
!ootroa and Erlkoaon. wo aloo aold $19,949,000 in &old to tho Sv llo llatlonal 
!w, Yhlch ""' oarm&rkod for i to account. 

In order to Pftrtly coTer t he above ealeo of iOld, vo purchased $25,9}6, 000 
In £Ol d fro~ tho Gener&l Pund thro\l&h t ho !leY roric .loa&)' Office. 
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'i'he i eder&l Reoone Bank of llev York reported that the Sank of Canada 
••• oblpplo' $J ,J70,000 in gold !rot> Canada to tbo :i'odoral for account of the 
Oo•or nmoot of Canada, tor oale t o tbo !low Tol'!c Aile¥ Office . 

In London, spot and torvard oi lYor remained &t 23-l/24, o~ui•elent to 
42 .67; . 

rhe Treasury '• purcbooe pr ice for foreign silYer .... unchangod at 35;. 
B.wdr aod HareM'• oettle,ant pr ice for foreign ollYer ws o alao unchanged at 

J'i-1/Sf. 

'Jo *' no purchaaeo of oilnr todft¥. 
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IIUTISR ll:lSf S!CRn 

(u.s. S.ICRIT) 

w ...... uon received up to 7 A, U,, 16th llerch, 19~. 

1.5 '1 

A naval aine- ....,eping whaler ahot down a J\t 88 ott lltllUW6It on 13th. 

lSth, At 6, 25 o,m, two motor sw>-boato attoolcod an Eo-boat ott the 

Dutch coast, at 7 a,m, the !!--boat 81llT<Indored1 wao boarded and token in t ow l.O 

prlsonore bti"'! copturecl, At 9 . 30 a. m. 4 mora E-boato OI>J>Oared !rca Baot11ard, 

U>o tow •• ollpped and the prize 1s boll ... ecl to hove eunlc, In the ensuiz>G action 

000 !:-beet WU MVorelT d-od blt contoot .,., loot in fCS at about l.O & ,II, ~ 

oct.,. sun-boato ouatained considerable abo've ater "- and 6 cuualt.ies, -

._Ur Spit.tiru attecl<ed 3 E-boato eocortl"'! a fCIA'th ahioh - "-ced, ooo 

of U>oM wae latt burn1ns and the others were btdl,y claOsod. 

2, I<!LI!.\RI 

J.mla, 14th, Illorellsecl ene"'Y activity oouth-ot of ll.UIII, 12 

rdlos sout.h- oant or MEKILI 4 Froe French col1.1111n mot 14 Italian tanke which were 

Olll!lliod and •I t!vlrow, 

Jl!ll!IIA. Sllll!XlYIH"""' - no chango in forwlll'll poait.ion, PRQ!E Rood 

sector - all quiot, 

l . AIR OPllUTI'OlS 

!IESlJ!RN fROj!l. 15th, 5 Squadrons of Spitliroo on ret:urnl.ns froa 

"-' =ruoceutul operat.ion ogainst. sbippine ott the cooot or IIRiffAJ« M t nth bed 

-tbar ever tblo country, 14 cra.sltecl or rorcoc\ lAnded, two piloto be illS ldJLJ.eOo(, 

J.lllA. 13th/14th, -.lllngtons lail:l minoa in Bl!JIJH.lZI IWUI()(IR and 

'bccbed tho qua)'IJ,. other "•llinctons attackod 4 concentration or U. T. near W'JCILI. 

14th. l!batonn, aocorted by !Citt¢11nlb, bollbod llAR'IVBA land1ns 

l!l'ound, tho Utt.ylulwtca, two of which ..,re 1cat, ohct down three ancm;y fighters 

and prcbtblJt dootrcyecl two cthere, 

~. 15th, l.02 aircraft attacked tho oulooarina bose and LUQl 

aercdrcae. A JUibco of aervtee and civWan casualtiee wero oa\l.MIS and a~eh 

daaqo d..,. to ciYWan propc"ty, 
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UNI'TU) STATU GollmNMIHT 

COORDINATOR OF INFORMATION 

March 16, 1942 

Honorable Henry llorganthau, J r. 
Secretary of the Treasury 
Washington, D. C. 

Dear Henry : 

Enclosed is a summary of the 

Br itish Home Intelligence Repor t f or the 

week ending March 9. 

Sincerely, 

William J . Do~ 
Attachment 

:158 
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Tbo following is a Sua=&ry Of the 8ritiab Ho•o 

Intol11&ence Report for the week enr:linc ll&rch 9. 

Public opinion is calmer and leoa critical in 

some r espects than last week. However, coupled with 

thia are suggestions that the majority have settled 

1.59 

down to a state ot war weariness, apathy and frustration . 

•The mood of the people is more depresaed than it has 

been aince the war began. " The general trends are a 

willingness to accept heavier burdens and sacrifices, 

a de=and tor str ong leadership, and demands tor more 

draatic punishment or •moral saboteurs• including not 

only black marketeers ar.d slackers but all wbo do not 

l'l'll their we i ght. 

2. Tbe 111gb spot of the week was the raid on the 

Renault plant. However it was r eceived with restraint. 

There were no caps in the air . Instead "its about time, 

The apeech of Air Kinister Sinclair promiain& renewed and 

heavier att3eks was welcomed generally and likewise Sir 

James Griggts proposal to comb out ineffective arcy 

"It is now accepted as clear that Capt. • argesson acted 

as a brake." However, people ask, •Whf stop at the Lieu 

Colonels , wby not begin with the hicher ranks?• 

) . Regarding the Far East there was little c"""'ent but 

central depression. 

4· Regarding tbe Empire . In two out or the tbirteeD 

reaions the possibility of Australia' s leavin& the Empire 

after the war was freely discussed. It was felt • sbe has no 

confidence 1n u s and is leaning mor• and oore on the On~ted 

\ 

States . • The widespr ead anxiety about India continues. 

Br i tish relations there are considered c r itica l . Im:nedia te 

Dominion stat us is urged. The attitude of the government 

is cauaing a growth of impatience. •It ia thought that 

we lo.t llalaya tbrougb lack of s,-pathetic help by the 

nati•e• and that we are aaking little attempt to enlist 

the • bole hear ted cooperation of the Indians.• 
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s. .Ul interest in the Libyan cupaiiJI bas been lost 

except tor wondering when Ro~:~~el 11 coinc to opr ing and why 

••• can't &et one 1n first.• 

6. Regarding Russia t her e are t ho same • humiliating 

cocpsriaons• as prev~ous~y and the same cratltude and 

admira tion . It i s r eported from several r esions that 

•stalin i a still the most appl auded f isure on cinema 

screens ." 

7 . The government's plan to curtail sports events 

was approved generally. 

8. Special •disquie ting• r eport• concerned several 

questions regarding the war . These are introduced by the 

statement that there is no doubt that a large proportion 

ot the civilian population is still actively and whole 

heartedly forwarding the wa r effort, but a number or people 

have been e.ncountered since mid Janua ry whose mood sugge sts 

a slackening of effort and a feeling or o lack of purpose-

Point A: What are we fighting for : j among all classes. 

I "The public has no clear cut conception of the purpose of 

tho war. The Russians have a definite purpose . They 

way of living that they believe is worth tichtiog f or and 

Which enables the111 to fight well . The Germans are thought 

to have a purpose. We have only vacue conceptions , flucnu•t' "' 

between ideas of right and wrong and ideaa of holding wbat 

we've cot.e Point 8: How can we win the war? 'There is 

leas conviction of our ability to win and a crowing tendency 

to think that unl ess we deserve t o we shall not wio.• 

Point C: ~et Hitler come. There i s a reeling among 

submerged social groups that •when ho does ge t her e he 

can 't do anything so very bad, n Poi.n t D: •The ad111ira tion 

} for Russia gives r ise t o a sympathy and inter est in her 

1nat1 tut1ons and ideals, drawn more f 'roca the conviction of 

our own inefficiency than from any Ukin& or communism. 
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9· Regarding news presentation. Disgust and apathy 

this week. The war news is l ess listened to and l ess read. 

There is still a •glossing over bad news" by BBC . 

10. Regarding industry. There is disillusion at 

the lack of a sense of urgency and dissatisfaction with 

production . The public blames the managements f or bad 

organization, overstaffing because of •cos t plus system, • 

window dress ing, not taking workers i nto their confidence, 

running up costs on Sunday work and overtime and looking 

afte r their own present and postwar interests first. 

tiowever, on the other hand a proportion of the workers 

are blamed because "they do not seem to be pulling their 

weight because: •get as much as you can for doing as lit t l e 

as you can.• 
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TREAS URY DEPARTMENT 

INTER OF'FICE COM MUNICATION 

Secretery Morgenthau 

Mr. Kamarck 

subJoct: Summary of Military Reuorte 

Ge rmen.Y 

GermAnY is making an intensified drive to meet its 
lebor shortage. Demands have been m9de on Belgiuc and 
: r enee to provide between them 6oo,ooo additional workers 
ror Ge~sny. The Germane heve releAsed 200 ,000 boys f rom 
school before the and or their school yesr for work in 
ormsment tsctories. 

(U.K. Operations Report, Unrch 12 , 1942) 

~·~P nefte Alr Losses 

I t is estimated t hat the Japanese heve lost a pproxi­
ma te l y 1,~00 planes , half of theee in combat and half ln 
ot hor oceratl~ns, such es accid~nts end forced landings. 
The JepAnese are believed to hsve a totol sir stren~th 
nr some ? , 000 plenes, with • oroduction or oround 300 
comb• t olsnes a mont h. Therefore, et thl e rate or 
Hoenditure, the Jau10nese 11ir fleet would dlsaooeer i n 
abo~t s ixteen months . 

(C.O.I., •The ~er Thi s Week," U~rch 5-12 , 1942) 

J• o•nese Shlopi ng Situation 

Like the weak Japcnese air power, the shippi ng 
"v' ileble tc the J aoanese may prove to be a limiting 
roctc r en Japanese offensive plana. According to the 
C. O.I . calculations on the use of Jeooneae shipping , the 
J•p~nese do not have more than n m1llion and ~ half tons 
or shl ,r1ng evaileble tor e oose1ble Austreli~n cempe1gn. 
Th i s would limit the size or' the exped1tlonary force to 

162 

Regraded Unclassified



- 2 -

~!) , 000 111en tond risk the entire m~rginAl merchAnt tonnAg~ 
0
,.r,ed 'by Jepan over and above t he rook bottom minimum 

needed to aust11in her lU'e. (These caloulat1ona aooear 
to be fAirly reasonable . Al l or the oper8t1ons carried 
out 1n t he South Sees by Japen t o dt~te hAve used at most 
onlY 11 few hundred thousand men.) 

(C.O.I. , "The War This 'lleek, • March 5- 12, 1942) 

1G3 

RoyAl Air Force ~ 

During the night of Waroh 8/9, the Royal Air Force 
ustd 62 heAVY 'bomber s 1n bombin~r Germ11ny. 

(U.K. Ooerations Report, March 9 , 1942) 

(This is the ler~est number of heavy 'bomters used 
to dpte . It o roba'bly indicates that the British oossess, 
in squadrons and 1n reserve, a totsl of about 200 heavy 
bombers. This does not include t he CoAstal Command to 
which moat or the Amer1c11n het~vy bombers were sent. 

It ia now revealed by Lord TrenchArd, f<s rshal of 
the R.A.F., t hat the British concentrnted in 1941 on 
bulld1ng u'l the Coa stal CommAnd 11t the exnense of the 
Bo~~er CommAnd. In view of the im'lartAnce or shiopin~r , 
1t i s difficult to ouArrel with th1s decision. I t does 
exola1n •hY there has not bePn thAt 1ncreAEP.d intens i ty 
or 'bocbin~r AttAck on Germpny t h11t otherwise mi~rht have 
be Pn exl)ected . ) 
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VOICE: OF THE CIUU 

•With all their power, Meeera. Mundt and Schmidt, the 
t ools of the NBti Party Commune in the High Army Com~and 
h•ve been working for disciplinary action against MaJor 
General Toussaint, military commander in the Protectorate 
(9ohemia ~nd Moravia). They aim to have him relieved from 
hl s poet and sent to Copenhagen as mil'itary attache. • 

Uajor ToussBint had been ordered to write a memorandum 
explaining why arms production at Prague had declined by 
11 oercent ee against t he same month last year. 

·~Jor Toussaint d1d not try to i ngratiate himself 
;' with hl e superiors. Instead, he made it clear that the 
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ealn reason for the declining output of the Cteche since 
neydrich ' s (Protector or the Protectorate , Gestapo official) 
8 acens 1on, lies in the throttling of every healthy reason 
ro r industry end life among the populat i on through the 
de8pOt lsm and the brutality or t he administration.• 

According to Toussaint's report, the C:eohs, •normally 
an nct lve ·end industrious people, have sunk into complete 
apAthy due to the Heydrich syst~m. Their two ma in grievances 
~re : (1) There is no redress against the despotic acts 
or thP s.s. nnd (2) The Population is allowed to keep only 
the sm~llest amount or money at their homes . Th•Js, a man 
cennot h•ve the feAlin~ thnt he is workin~ for h imself and 
hiP family. • 

To•Jaselnt 'a memorandum c i tes the osae of a Polish 
crimi nal who, in the uniform or a Gestapo official, broke 
lnto houses and robbed people: 1 The wors t of 1t 1s that 
everyone looked at the method ot this Polleh thief as the 
normal orocedure or the Gestapo.• 

'Thus went the report of Uejor General Toussaint, an 
uostAnd1n~ German officer who, to be sure, ia no friend 
of the Poles and Czechs and Slovaks, but who has experience 
ln the handl ing or subjugated populations.• 

(Foreign Broadcast Monitoring Service; Federal 
Communications Commission, Waroh 13, 19~2 .) 
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OF POSSIBLE IKTEREST 

Jsn•neae Fifth Column 

(The aesertlon that the J~uAneAe hAve lmltated the 
Germa ne ln organ l~ing Fifth Columns i s unwarranted . The 
rollowln~ i s s description written ln 1904 or the Jaoanese 
•dv8nce into Korea durin~ the Russo-Jaonneae ~ar. ) · 

• ... Long e~o they (the Japanese) s t arted Korean 
lan~uage classes in Tokyo for o l cked soldiers. 
While some of the best Japanese officers were 
~king their way t hrough Wanohur1a and Won~Olia 
others went all over northern Korea. Ken living 
~• Koreans, speaki ng the language l ike natives, 
regarded even by the natives ee people of their 
own race, were in every dletriot. The Japanese 
knew not only every road and tra11, but apparently 
every person. Thus, when tlghtlng came, t hey knew 
the land, while t he RusAisna 11vlng in its borders, 
d1d not. Every Japanese officer has his map of 
the part or the country he 1a working in. The 
Russians, apparently, have hAd to make their mapa 
as they go .... 

'The first great movement northwards wna not or 
troooa, but of transport. A few soldiers ~ere 
for ced up to save Pingyang from the Russians, but 
the remainder waited until t here were auppl lea 
ready tor them. In every town be tween Seoul and 
P1n~-yang, Jaoanese dressed aa cool ies, but armed 
•1th rltles , Pppeared on the streete. One man in 
plain uniform takes posAeaaion ot a temple or a 
palace , and g igantic stocks of food end clothing 
arlee, as it were, from the earth. Here is a 
mountain or red blankets, there ~n AV~ lenche or 
coolie lo~ds ot rice. Here come men from fifty 
mil es ~way drivln~ cattle; • h1te t he ndv~nce ~srd 
or Jap~neae trooos ls atlll m1lee AWAY ln the reAr. 
You enter a village, knowln~ that it is at least two 
d~ya before the flret soldiers pushing on from Seoul 
can reach there . At the entrance to the villB~e you 
wlll o robably tlnd 9 newly-erected notlce-board with 
a large mao ehowlng every house and road around, and 
wlth minute dlrectlone below tor the billeting of 
the troops .... • 

(London Daily Well news account g1ven in •From the Yalu to Port 
Arthur,• by Colonel o. E. Wood, Tokyo, 1905 . ) 
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No. 66o M. I.D., W. D. 

SITUATION REPORT 

I. Paoitic Theater. 
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11:00 A.M., Horeb 16, 19b2. 

Pb111pp1nee: Notbine to report. ~: Allied aircreft 
atteclced """eral groups of Japanese troops In Lover Bu=a. Small 
moblla unl ta on both sides are active. The Br1t1ab report the re­
capture ot ShveQln. Auatralaala: Air action 1n the Nev Guinea 
area continllas. Japanese aircrett attacked Port Moreeb7 and 'lllureda;f 
leland, In the Torres Streit, on March 1~. 

II. Western Theater. 

Notblne to report. 

Ill. Eastern Theater. 

There is no reported cbenae in tho general sitlllltion. (A 
altuatlon map vill not be iss~ted thie dete.) 

IV. Middle Eastern Theater. 

British air and naval forcea btlllbed and shelled tho Italian 
Ialand or PJiodea on Horeb 15. Aircraft ot the R. A. F. bombed Tripoli 
on llorch 1~. 

RESTRICTED 
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TREASURY DE.PARTMENT 
Washington 

roa R£L!:ASE, MORNING NEWSPAPERS, 
Tueada~, March 17, 1942. 
3716/4 

16? 

Press Service 
No . 30-78 

The Secretary or the Treasury announced laet evening that 

the tenders for 1150,000,000, or thereabout&, of 91-day Treasury 

billa, to be dated March 18 and to mature June 17, 1942, which 

vere offered on March 13, were opened at the Federal Reserve 

Banke on March 16. 

The detail& of this issue are ae follows: 

Total applied for - $535,476,000 
Total accepted 150,273,000 

Range of accepted bids: (Excepting two tenderG total ing 
$90, 000 ) 

Hl.gh - 99 .975 
Lo>w 99 . 947 

Av e,•age 
P.l'iOe - 99. 951 

Equivalent rate approximately 0.099 percent 
II It II Q. 210 II 

" • • 0.195 " 

(99 percent or the amount bid ror at tho low price was accepted) 

-ooo-
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TREASURY DEPARTMENT 

INTER OFFICE COiolloiUNICATION 

DATE March 17, 1942. 

aarold oraTee 

s ecretary Morgenthau 

The President ot the United States called JU up at 10 

o' clock Monda:r night to tell •• how pleased he wae with 

~be Treasury prograa. Do you suppoee that you could t1D4 

ou~ what special teaturee then were on the Prograa that 

drew hia attenti~ I'd like to haTe an answer OD that 

before noon on 1'ueecla:r. Be eure and set ae an answer 

bJ noon Tuesda:r. 

(Mr . Kuhn had the vrogram and showed it to the Secretary 
e.t 9 :30 meeting thlS morning. ) 
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GROUP ldEETitiG 

Present: Kr. Bell 
Kr. Viner 
Kr. Thompson 
l.!r. Buffington 
J.fr. Paul 
l.!r. Blough 
14r. Graves 
Mr. Sullivan 
16-. Kuhn 
Mr. White 
Mrs. Klotz 
l!r. Foley 
lo!r. Haas 

--
l!aroh 17, 194l 
9:30 a.m. 

H.M.JR: What are ;you doing here, Kuhn? 

J.IR. KtrdN: Oh, I am all right. I just had a good 
cold. 

. II .U. JR: I have got a good joke on Kuhn and most 
l1ke1Y the rest of the office. At one minute past ten 
the White House phone ranw· It was the President of the 
United States . He said, Henry, that was the best program 
I have ever heard. That was a wonderful program the 
Treasury just put on." I said, "Yes, Mr. President . 
Yes, Mr. President . \Vhich one of tho programs?" He 
said, "You know, the one !rom nine-thirty to ten. That 
is what a ~ror,:am should be." I said, "Well, what is 
i t called? Oh, America something." He said~ "Now 
llh1 can't everybody put on programs like that? I said 
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"Yes, }.!r. President. Thank you so much, Mr. President. • 
lle said, "Harry and I thi.nk it was wonderful. It was 
good for Harry and good for me." 

So I hung up and called up Kuhn and said, "Ferdie, 
what was the program?" "What program?" I called on Calla­
han and Callahan wasn't home, and I don ' t k.now yet what 
the program was. 

l.IR. KUiiN: I have it here. It is just the ordinary 
~ndaJ night one, but they chose some very swell songs 
that everybody knows and likes, and they had some com­
mercials in there that they think pleased him, one about 
labor unions and one about everybody sharing and so forth. 

H.U. JR: Is it in there? 

MR. KUHN: Yes, this is the script. 

H.L!. JR: The Treasury Hour has a great f ollowing. 
Who here last night heard i t? 

MRS. KLOTZ : We don't listen to it any more. (Laughter) 

llR. BELL: I t r ied to get the Treasury program. 
was on WI!IX at eight forty- five, I thought . Is that 
Treasury Parade or something? 

l!R. KUHN: Treasury staff Parade. 

It 
the 

UR. WHITE: You see everybody here is already sold 
on the idea. They don't have to be propa6andized. 

KRS. KLOTZ: Oh, did you hear what l!r. Paul said? 
He said, ~e don't get home in time to hear it." 

lo!R. BELL: That was good. 

H.M.JR: Well, I can • t help it if you go out to dinner. 

Now, there is somethi ng disagr eeable. I spent last 
nignt, part of it anyway, reading this blankety blank 
report on this man Hinckley. 
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Now, all of this could have been avoided if we never 
had hired lolr . Hinckley, and Helen Dallas knew that this 
man was for two or three ;rears President of the Youth 
Congress. 

MR. GRAVES: I don't think she did. 

H.U. JR: That is incorrect, Har old, she did. She 
recommended him to OCD and OCD turned him down. Jtrs. 
Uorgenthau turned to Mrs. Roosevelt and asked about i t 
and she said no, not to take Hinckley, and ;rou will find 
that she did know. 

&IR. GRAVRS: Perhaps. 

H.U. JR: You will find that she did know that he 
waa for three ;rears or whatever it was - ahe recommended 
him to OCD and took him down, and in the first place to 
take a man and pa;r him fort;r-six hundred who was getting 
thirt;r-two hundr ed, I can't understand. 

MR. GRAVES: It is bad. 

H.J.I . JR: And a man who was President for three or 
four years of the Youth Coneress during i t a worst period -
I mean, it is right in his application blank. 

Now, I am going to have to have this fifht. You 
will find that Helen Dallas did know and fur hermore Helen 
Dallas took the woman who was kicked out of OCD, this 
Boardman, whom the;r kicked out, this girl, and hired her. 
They dismissed !lies Boardman !r011 OCD, ;rou know, and as 
tar as Urs. Roosevelt - Mrs. UOrgenthau asked Helen 
Dallas i'or suggestions. She suggested llr. Hinckley. They 
looked into him, and Mrs. ~rgenthau asked Mrs. Roosevelt 
and she said, "No, this man was President of t he Youth 
Congre$s, and even though he got out he never has msde a 
statement condemning any of the things that the7 have done . • 

(Ur. Haas entered t he oon.ference . ) 

H.M. JR: I am almost positive you will find that Wlas 
Dallas did know. . 
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l!R. GRAVES: Well, I talked with Uiss Dallas and 
she gave me the impression that she did not know of that 
connection. 

H.M.JR: Well, she has a nice f ight on her hands, 
and it l8 very unfortunate. Why 1 the amount of time thet 
has gone into this thing is unbelievable. It all could 
have been avoided if anybody had just seen that this man 
was President of the Youth Congress. 

(Kr. Foley entered the conference. ) 

H.M.JR: And it must say so in his application. 
Vihere is his application? 

l!R. THOUPSON: That is his application. I don' t 
think thet was in it. I t hink that was found out in t he 
investigating. 

H.M. JR: Well, we have got a beautiful fight , and 
it will ell come up to me end everything else . It is 
just one of those thing which I think could have been 
avoided. It was very unfortunate. I am approving his 
dhmissal. 

MR. GRAVES: Of course, it is not strictly a dis­
missal, wr. Korgenthau. He was hired subject to--

H.Y.JR: I know, but this women is goillg to want 
to sse me and--

IIR. GRAVES: Incident ally, I have promised to see 
Miss Nelson, and I intend to do that at the very first 
chance. 

H.M. JR: Ask Miss Dallas whether she didn't know 
that. 

IIR. GRAVES: I will. 

MR. THOMPSON: There is always that risk where you 
appoint prior to the investigation. 
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H.I4.JR: How is a man that nner earned more than 
thirty-two hundr ed dollars a year getting forty- six 
hundred? 

MRS. KLOTZ : That is not unusual, is it? 

1!R. Tl!O!.lPSOU: No, I wouldn ' t say so. 

I.!RS. KLOTZ: We do it all the time . 

MR. THOMPSON: That is the job set-up, in those 
grades. 

l&R. GRAVES: There is no question about the man' s 
ability. I have no doubt he has the ability to fill a 
forty-six hundred dollar position. 

H.M.JR: And there is nothing in there to prove he 
is a CommWlist, either . 

!.IR. WHITE: Why is he being fired? 

you. 
H.M.JR: ~arry, if you want to get in it, God bl ess 

MR. WHITE: Well, I agree with you he might not be 
hired--

H.W. JR: He is being fired . He was taken on trial 
and - what do you pay him, for three months now? 

MR. GRAVES: Oh, no, as I recall, he began the 
ninth of February, and he will be paid f or the time he 
actually worked. 

Answer ing Har ry's quest ion, he was hired, as every­
one is in our departmant, subject t o an investigation to 
determine his suitabi lity from the point of view of a 
character invest igation. 

J.!R. WHITE: Well, t hat is a pretty thin - I don't 
know much about the man, but if all he has been is 

• 
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connected with the American Youth Congress at a time like 
this and if he has dropped - you say he ian' t a Communist 
and hasn't got a crillinal record. I don't know. 

H.M. JR : Well, I dropped him on this because when 
be was President of the American Youth they stood for 
everything which I don't stand for. 

J.IR . WHUE: I hope not, but there are a lot of things 
they stood for that you stand for , Mr. Secretary. 

H. !l.JR: 1 say the;r stood for a lot of things that" 
I don't stand for , and l don't ~t a man who was Presi­
dent of the American Youth Congress for three years con­
tacting youth in America as rq repreaentative. There 
have been a lot of good feople who have gone onr this 
thi~ and concurred. Splllgarn, Gaston, Odegard, Leo 
Goodman of the cro--

J.!ll . Wl! ITE: All agree with you that he should be 
dropped? 

H.U.JR: Ch, they all recommend this. T. F. Wilson, 
Sloan. 

liR. WHITE: Did Gaston reoonmend it, Yr. Secretary? 

H.li. JR: Yea . 

IIR. WHITE: He asked me 111\ether I wanted to get in 
it, and I said no, I didn't. He wanted rq opinion, and 
I aaid I didn' t know enouP.h about it and didn't want to 
get in it , and I thou~ht he would be - I said I was sure 
that they would treat0 the case fairly. He sent me a 
copy of his recommendation. I read it differently if I 
saw the same one that you did. 

IIR. GRAVES: As to that, ~. Gaston did submit a 
memorandum to me recommending that we do not drop the 
ma!'1 and afterward we had more in.formation and .llr. Spinearn 
ta!Xed at length with .llr. Gaston, and Yr. Geston told me, 
as well as Spingarn, that he had changed hi a view and 
believed that the man should not be hired. 
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I.IR. 1\l!ITB: I didn't know that . 

H.W.JR: Well, Mrs . ~rgenthau, who al~s wants 
to give these people the break, read the whole thing 
for me last night, and she said, "The man should be 
dropped." He was the President of this Youth Coneress 
at its worst, and he should not be contacting youth 

~ for the Treasury. I mean, if I said to you, "Harold, 
please hire this person or woman, and for three years 
he ns President of the American Youth Con~:ress, fr0111 
'36 to ' 39,•you would laugh at me . You would laugh at 
me. 

CD the other hand , there is this girl, Jane Seenr, 
who is out of a job and who was over there, and did a 
swell job who could be hired, and I wish you would look 
into her. 

MR. GRAVES: Jane Stephens? 

B.J.!.JR: Seever. ~e is a good kid. She is in 
the two thousand dollar class. She was with OCD. I 
hate to have to take the time here, and I took an hour 
and a half last ni~t to read it. Just take a look at 
Jane Seever . I think it is Seever. 

Norman? 

liR. THOllPSON: General Somervell has no order 
that he can give me a copy of for rou here. Ther are 
still discussing it . I did get a copy of the order 
setting up the reorganization which covers the Trans­
portation Division. 

H.K.JR: Well, I think I would rather wait. 

I.IR, THWPSON: I will get it as aoon as it is 
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ready. 

H.M. JR: What else? 

MR. THOMPSON: I just have this Ktunarck c&ae . Do 
you want me to st ay? 

H.M. JR: Yes, if you wouldn't mind. 

Dan? 

WR. BEll.: We didn' t have to borrow a111 money 
last night. We have about twelve million dollars after 
uain3 ninety million of the Stabilization Fund. We 
have now used about a hundred and twenty-three million 
of that Fund . 

ll .U.JR: Now much interest do you charge him, 
Harry? 

WR. BELL: That is without interest. 

UR. WHITE: Our policy is no interest now. 

L!R. BELL: But we contacted six large banks in 
New York yesterday and told them that w~ might have an 
overdraft , and that we would like to sell them one­
day certificates , and all but one said, "You can take 
a111 amount you want t o up to the limit of our excess 
reserves, and whatever interest you want to give us,• 
and we told them we would give them one fiftli. They 
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were all pleased with that except one, and before they 
committed thsmselvest they wanted to ¥now what the 
interest rate was. !t was very interesting. 

H.M.JR: So you are all right. 

KR. BELL: Yea, we are all right this morning. 

H.JJ. JR: Good. 

KR. BELL: Same of us thought we might get· a lot 
of Saving Bonds redeemed this month{ but there haven ' t 
been many came in, only eleven mill on up to the four­
teenth. It hasn' t been large at all. That is all I 
have. 

H.ll.JR: Harry? 

I.!R. i\11ITE: The CUban delegation that is here 
and going over monetary and banking systems are now 
readY to request the purchase of five million dol lars 
worth of gold on credit. We took that up some ti.me ago . 
It was in our recommendation of their immediate action. 
They are going to use that gold to redeem the notes, and 
then buy dollars and pay back the gold in sort of a 
rotating fund. It is different than the usual arrange­
ment. 

H.ll. JR: Where does the gold eta)'? 

lm. V.'HITE: They will probably keep it here, but 
they don't have to, and that would not be a condition 
of it. Thia differ ence f r om ever,r other arrangement is 
that it is a sale of gold on credit, but they get the 
dollars very quickly to pay the gold back. 

H.ll. JR: What gold do you sell thsm?. 

YR. WHITE: Well it will be out of the Stabil­
ization Fund, a stabil ization operation . 

B.U.JR: ind the gold doean't atay here? 
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Jm. WRITE: The7 probably will keep it here, 
because I think the7 would be unwiee to move it, but 
I don 1 t think it woUld be a condition. 

H.M, JR: 'Rey not? 

J.!R. VIIIITE: Well, I think the{ would have a rildlt 
to feel quite sore about it if we nsiated on it. We 
eight suggest it from the point of view of lose in trans­
portation, of course, and I believe that they will quite 
readily agree with it. 

H.U.JR: Well, how would I feel if they had the gold 
and didn 't pa7me? 

UR. WHITE: Well, it is a pretty secure arrangement , 
beoauae--

H.U.JR: I thought the Federal Reserve was against 
installment bu7ing. (Facetiously.) 

YR. WH ITE: This i s installment selling of every­
thing that we are short on, Kr. Secretary. 

MR. BELL: Is that the usual arrangement, Harry, of 
one and a half percent? 

YR. WHITE: There will be an i nterest, yea, of one 
and a half percent . 

MR. BELL: ill it is then i s juat a regular stabil­
ization loan i n dollars, that is all i t i a. 

H.K.JR: What are you going to do, Harry? 

MR. VIHITE: Well, we are golng to aubnit it to yo~ 
for approval. I am just letting you know ahead of time . 

H.U.JR: Baa it got half 'l1f1 nama already written 
on the signature? 

UR. WHITR· Everything but the peri od. (Laufhter. ) 
I think we got · that a couple of montha ago, didn t we, Dan? 
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H.){.JR: Are fOU on hie aide? 

l.!R. BEU: I don't know a thing about it. This h 
the first I have heard of it. 

lo!R. WHITE: What? What? (Laughter . ) Be careful, 
Dan, we have got fOUr approval in writing, 

l.!R. BEU: Have fOU? 

J.!RS. KLOTZ: He made aure of that. 

!JR. BEU: I don't remember it, It aouncls to me 
just like a regular stabilization loan, 

H.K.JR: It looks aa thOllgh f OU and I are sunk, 
Dan. 

!JR. BELL: Usuallf. 

H.M. JR: Well, as a matter of high polio1 I will go 
along with 7ou, Harry. 

J.m. WHITE: Without a letter f rom the Seoretar1 of 
State? (Laughter . ) 

B.K.JR: ill right? 

J.IR. WHITE: lll right , air. 

H.H.JR: Incidentall7 thie thing I broached without 
knowing a thing about alcotol and eugar in CUba evident l1 
is a very hot subject. 

llR. WHITE: Oh my I got a m111110 on it and I don't 
know whether it will ail peter out or whether it will 
emerge i n a fight. The WPB saye the7 have got enough 
al cohol to drown ever7body i n the countr7, a surplus of 
alcohol, and there is apparentl7 a difference of opinion, 
but we are pursuing it a little fur ther, and we will have 
a final aamorandum for 7ou, 
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R.ll.JR: Well, one thing I whh rou would. look 
into, because there seems to be a difference of opinion, 
I gathered. tram theae gentl .. en who were here that 
there is a br-produot which rou can not make sugar out 
of which ther hue. You r .. •ber ther talked about the 
left-hand m.olaaaea--

liR. WHITE: Yea, there 1e a by-pr oduct of molasaea--

H.ll.JR: ••• which can not be made into edible 
lupt'--

liR. WHITE: I alwara thought that, but I am not 
sure . 

H.M.JR: ••• which could be made into alcohol in 
Cuba. Would rou juat aa a matter of interest - r ou 
remember ther spoke of left-hand molasses. 

liR. WHITE: Yes. The State Department called up, 
in the person of Collado, who now apeaka for Welles. 
He said that Welles i a intereated in k.nowlng exaotlr--

H.ll.JR: He apeaka to Wellea? Who does Welles 
epealt t o? 

liR. WHITE: Who does Wellea apeak to or for? He 
epeaks to a lot of people. He spwa onl7 for him.self. 

H.ll.JR: I thought it was like the Cabots. 

liR. WHITE: No I don't think he i s religious. 
He didn It bother with anr hand.ioaps. I mentioned the 
fact that sugar waa taken up, or oil . The molasses, I 
l:lean. You han got • • all balled up here. (Laughter. ) 
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B.M.JR: Har17, don't let your lett hand know whet 
you.r right hand does with the aolauee. 

MR. WHITE: It h the other w•y around . (Laughter) 
Tbftt is why I was confused. I had the wrong hand in 
NY pocket. I said that ;rou had suggested alcohol there 
and they said, "Why, we hope you won 1 t get into that 
beoauee we han -been diacuasing that ·with t hea and han 
been making a good deal of progrese.• I eaid the{ didn't 
seea to have any knowledge of that. He said, "Wel, the 
IIWI we were talking to was Castro.• lie wae the fellow 
who was sitting here. I said, "Jell, we will keep you 
forward." So apparently the State Department is also con­
cerned. 

H.M.JR: l would say it wae a good subject. O.K. 
George? 

MR. WHITE: There is one other point on aomething 
else. I had eent a memo in. I think that you might v 
consider appointing a co~ttee to go into the subjeot 
or general rationing as di•tinguiahed f rom specific 
rationing. I t is primarily the responsibility of 
Henderson's outfit, but it ia intimately tied 'up with 
the question of for~ed saving and voluntary savings and 
inflation. 1 think it is soaething that you will want 
to become very familiar with and if rou are convinced, 
take a poeition on it very quickly w thin the next couple 
ot weeks. 

H.W.JR: I have. 

KR. WHITE: On what, on general rationing? 

H.M.JR: Yea. 

MR. WHITE: Well, if we mean the ame thing b~ 
general rat ioning, which I euapeot we don't, I don t 
think you have taken a position. (Laughter) 

H.K. Jk: Would you tell ae confidentially what 
your position is? 
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lffi, mTE: Well, yea . General rationing-­

B.K.JR: Nobody i~ listening. It i a just for you 
and ae. 

~IR. YIHITE: Nobody will tell anybody but their 
beat friend. Well, this is a poaition I am not ashamed 
of because I think it will be the pod tion you will // 
come around to eventually. (Laughter) I mean, I think 
it will be adopted. General rationing relates to the 
rat ioning of spending power, of expenditure• rather than 
specific i h11s. In other worda, it is an arrangeaent 
whereby you decide how muoh a •an oan apend on consumers' 
goods rather than the apeci!ic co .. odltlea upon which 
he can spend i t, and some work has been done on it. I 
think a good deal aore work will han to be done o.n it, 
but I think that if you appoint some committee here to 
give you a report on it there will be a good deal spoken 
of i t, I think, in the next few months,ana it ia one 
of those things that takes about five or aix months to 
put into operation. 

H.V. JR: Who ia interested in the Barry White formula 
of the rationing? 

MR. IRITE: Who should be interested? 

H.K.JR: Raiae their hand, who is intereated. 

(Mr. Paul, Mr. Blough and Yr. Haas r aised their 
hands.) 

B.M. JR: The Research Division certainly should be . 
fiell, there ia Bell and i\hi te ana Haas and your cohorts. 
Paul? · 

MR. PAUL: Yea . 

R.M. JR: All right, there 1a a oommi ttee. 

WR. BAAS: You don't want to confine it to just that 
one type, do you, Harryf 

·. 
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MR. WHITE: I did, just on that one report. 

H.K.JR: We will uke ihi te chairman of that 
Co111111it tee . 

1.68 . 0 

l!R. WHITE: Thank fOU. That will llllke 1 t easy to 
dlatpprove the report . 

H.W.JR: George, have you got those ai rplane figures? 

MR. HilS: Could I aee you for a ainute about thea? 
There ia a question. 

H.Y.JR: Itdepends on when Senator Brown geta here. 
I can aee you right afterward. 

YR. H1AS: Tickton is back and baa an intereatiag 
stocy. 

H.Y.JR: I want t o see him. 

~· . HAAS: That is all I have. 

H.~l . JR: Harold Graves :1 

MR. GRAVES: I have nothi08 unleas you want to 
talk about this Brown meaorandua. 

H.Ji. JR: We will see how IIUCh time we hue. 

MR. GRAVES: I have nothing e!ae. 

H.M.JR: Let's try to have a meeting at 9:15 Thursday 
of your group. 

liR. GRAVES: Of a, group? 

H.W. JR: Yea. 

liR. GRAVES: Nine-fifteen Tbureday? 

H.Y,JR: Yea, nine-fifteen. 
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YR. GRAVES: ~ea. 

H.M.JR: Jake? Roy? Wonderful . Ferdie? 

MR. KUHN: Kr. Murray who hae been doing thoae 
recorded progr~s, is coming on Thursday and we are 
all Yery anxious to put down a red carpet for him. I 
wondered if you could see him Thursday. 

H.~. JR: %bat is it going to be a funeral or a 
wedding? 

YR. KUHN: Just an elaborate pat on the back which 
I think he deserve a. . 

H . t~ .JR: ilhat are we doing at elnen o'clock, Thur1day? 

MRS. KLOTZ: Nothing. 

li. M.JR: All right, eleven o'clock. 

YRS. KLOTZ: What is his n~e, .llurray? 

H.M.JR: Murray, and will you please hire a red 
carpet and a few potted palms? 

MR. BBLL: 0n that Brown thing, Mr . Secretary, he 
gaTe me a little memorandum at the hearinz the other 
day and I gave it to Geo~f~ ~u!tington. I don't know 
whether he has done anyt g about it or not . Do you 
recall that pencilled •emorandum I gave you that Senator 
Brown handed me on the proposition of paying overtime 
in savings bonds? 

YR. BUFFINGTON: I have a memorandum. 

H.lri.JR: Well, I won't make any collllitments, don't 
worry. 

lriR. SULLIVJN: Jiol'lllan Cann wanted to go to New York 
this afternoon and he wanted me to apeak to you to aee 
it i t would be all ri~ht. I think we had better let hia 

0 
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go. He baa been working prett7 hard . 

H.W. JR: You don't have to olear those thinga with 

••• 
MR. SULLIVAN : ill right. 

H.M.JR: It i a your reaponsibilit7. 

MR. SULLIVAN : They had a hearing before the Rules 
Co~ttee 7esterday. ~hen you have some time I will tell 
you about i t, it 7ou enjoy the lfarx Brothera. 

H.U.JR: Can you take them ott? 

UR. FOLEY: He took them ott yeaterday and did a 
good Job. 

Mit. SULLIVAN: I have never read anything like that 
performance up there. 

H.li.JR: On what'/ 

MR. SULLIVAN: The Cochran Bill. 

H.M. JR: Well , ia it out or not out? 

WR. SULLIVAN: No, they IUJ vote on it todq. 

B.ll. JR: I see . They couldn ' t get a rule? 

WR. SULLIVAN: They didn' t get it 7eaterda7. 

H.M. JR: I want 70u to know that the next gentleman {Folt7) 
ie taking the New York and Washington lawyera and throwing 
them into the Potomac aucceasfully. Nothing has happened 
since laet night, hae it? 

MR. FOLEY : No . 

MR. SULLIVAN: They are etill in the Potomac. 

H.M.JR: He did what Dean .lchuon eaid he .couldn't 

Regraded Unclassified



168· R 

- 18 -

do and eTer,body ia out on Aniline and D7e who were in. 
Our people are in a hundred percent. Ia that right? 

!.!R. FOLEY: That ia right. Two law finu are both 
out and the entire board and al! of the top executives. 

YR. PAUL: I l~t just in t ime, didn ' t I2 

WR. FOLEY: Yes. 

H.Y.JR: Aa a result of that we are going to open 
a new law firm in New York called Foley, Paul and liorgenthau. 
We expect to live on the Republican WPt. 

MRS. KLOTZ: You will have to. 

H.K. JR: What else, Ed? 

MR. FOLEY: I have nothing. VIe will be ready with 
that order today when you want i t. · 

H.l!.JR: All right, I IIlii in good shape. 

loiR. SULLIVAN: We wilJ. have those preliminary estl.JDatea 
on collection!!> I thinlc, by noon. 

H.M.JR: .Ul right. 

KR. SULLIV.&N: You didn't use any of those figures 
7eeterda7 in your press confereneeY 

B.l!.JR: No. 

MR. SULLIVAN: I am very glad . 

H.M. JR: Well, they didn't preaa ae, you aee . 

MR. SULLIVAN: Well, I aa glad they didn't because they 
looked eo good I was afraid the preee would stress. the in­
crease in collections and that aight hurt on the B1ll. 

WR. BELL: Let's don't use any o t thea. Relllember '37 
when we uaed them we were two hundred aillion ott. 
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INTER OFY'lCW: COMMUNICA'nON 

DAn llareh 16, 1942 

secretary Morgenthau 

H. D. Whitem/ 

There is appended a memorandum on a meeting with some 
ot Leon Henderson's men held 1n my office to diseuse Rationing 
ot consuming Power (as distant from goode' rationing) , The 
meeting grew out ot a conversation I bad wi th Henderson on 
the subject following h1slet"ter to you, 'l'here is also ap­
pended a preliminary memorandum prepared by Mr . Gaas of this 
Division on •oeneral Rationing•. 

I believe the Treasury, 1n eonnec tion wi til the problem j / 
ot rorced and voluntary sartnss and intlatton, sbould give I ( 
careful consideration to the rationing or expenditures as 
outlined in the memorandum. 

A special committee 1n the Treasury cons1stln& of a 
representntive or each of the three r esearch divisions might 
bs assigned the task of preparing a written report to you to 
be r eady within a sbort time . The problem will probably be­
come acute six months from now and if that approach is found 
to be desirable, many months are needed to get Congressional 
approval and to complete preparations, 

I think you ought to be thoroughly familiar with the 
proposal and, if you find it favorable , take a position on 
it as soon as possible, even though the ultimate responsibility 
~ould r est on Henderson's organization. 

We are doing no further work on the problem, (/ X 
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TREASURY DEPARTMENT 

INTiflt O,.,C:I: COMMUNJC:ATlON 

DATt Jlarcb 121 1942 

TO J,lr. White 

nte"' wr. aa•• 

1 aeetina waa bel.d in Ill'. llhite•a ottice, at 3t)O p.a, on lf&rab 11, 
to discus a Jlr. Leon Bander eon' e propoMCI ~di.ate npport tor ca.pulao17 
aarln& and the po .. ibUitT ot hie acc.ptina o.n.ra1 Rat10Di.nc 81x aontha 
bo,.,. as a subatituta. Pr .. ent wn Ill'. llhite (..S.tb an intenal), Jlr, R. 
QUbert, )lr, 'If, Salant1 llro B, )1, Berutein and llro Gaaa. 

The O.P. l . rapr .. enteiina wn interaatad in w1nn1D& Tra&IIU%7 
eupport for iaud1ate eatebU....nt ot ccapul.ao%7 e&'t'ine to ;yiel4 $5-6 
b1ll1on, in addition to tba 'fraaaur7' • $9 bUllon tax procna. !!1.,­

reprded. thia oa.pu.lao17 •'fine aa a part ot a r~ procru 1lb1ch 

would &lao include -.p-rate atab111aat1oo, retell prioa control aa:l 
tile extension ot apac1tic rat1oninc ... rapi~ .. ecW1n1otrat1n 
cUtt1cult1es parait•. '!1W1r p.J..an. on ocapW.ao17 aa't'ine wra apparant.Q-
1n tbe moat prel1.ainar:Y •taaeJ they ba<i DO i<iaa ot tba ratea, exapt10118 1 

eons111ption incidotnce, eto., 'obich tbay woul<i aupport. 

The O.P • .t.. repreMDteti.,.a concedotcl that, in principle, Oeoaral 

Rat1onin8 is auper1or to ccapul.ao17 aa'finc, boat tbe7 arp<i that General 

Rat1onin8 is DOt pol1t1eal.l.7 poaa:ihle now an<i that a procna eotail'nl 
!llrtber restriction ot eo_..•' outla,ya ia ur&ent now. They beli....O 
that llr. Hen<ieraon woul.ci co.e out in taTor ot ecapW.ao17 a&Yin& before 
tbe Ways arul !lean. Cellaittee. '!hey indioate<i that J(r, Hendotraon woul<i 
eulal.t hia propoH<i taaU.OIIJ' to tha Secretary before appaarina an<i that 
tboy woul<i &lao ean4 tba treuury an ~1• wpport.in& their rta• ot 
tbo urgency ot turtbc- MUuraa to reetriet ciTUian CODNOPtJ.on at t.be 
present t1ae. 

The Treaaury repreaantetina arp<i that (l) tbt a1tuat1on waa by DO 
means so uraent at preeent aa o.P • .t. . auuaata<i, (2) in the 1011 run Geaer&l 
Rat10nin8 was tbe correct solution, ....S (3) it the aituation •• aa Mr1oua 
11 llr . Gil.hert suceeatecl, DO aaterial contribution to ita aolutioa 110ul<i 
bo aa<ie by $s-t6 bUllon ot ca.pula0%7 sartnc. 

It ••r&e<i that tbara ae DO e&MDtial <iitterance about torecaate 
insofar as they relatecl to the real nppl,y ot JIOO<i• an<i MrTicea tor 
Chilian eona111pt1on. The Traallll%7 iit!iiita baa been about t64 b1llinn, 
1n average 1941 prioaa. 11r. CIUbert'• eatill&ta waa about t65 b1ll1nn. 
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JlDWI Yt r on tbe aoMtezT ~aide, eepeoiall,r 1Dao!ar u ~ 1e 
.,...,~;ad by defene• apencl1t ..... ~ _. a wide clbera:ence, Tl'u.lur7 
aoUJaatet bo.n b .. D tbat total. det-1 Olltl.qa 110\lld. l'1M 1 at beet, fna 
about $25-1/2 billlon 1n Deo.ber 1941 to about 156-l/2 b1ll1on 1n 
Dtcecber 1942• tbia ia tba Budcet pro1raa, &114 it 1apl1ea total. dafenee 
outlaya of all&btly onr 140 b1l:U.on tllia o•J •Mer year. 11r , C11J.bert 
uJ.d t.hat O.P.1. and W.P.B. were sure tbat claf- expenclituree 110\lld. 
rise to about $70 b1ll1on by Deceiiliir 1942 and tbat clef- expencl1turea 
thil calendar year would be about $SO b1ll.1on, llr. CIUbert addacl tbat 

be did not kno:iA& clicl ""!.. recein i$-llil..c:m 
-!~· ~Uf.P:$\ .. liD 

!be O. P.1, repre118Dtatbea returnee! -ral tiaea to tba po1nta 
(l) t.hat, 1n pr1no1pl.e, Genera1 Rat1oD1nc would be the beet 1laT of 
securilli the neceaa&r7 w.r-U.. reetl'1ot1on of ooneuaptinn, {2) tbat 
one Gere ral Rat1oninl •=- would be eaaier to ada1n1atar tban tba 
m&ll)' opec1t1c rat1on1nl •~• that wUl be tba naceallrJ al tarnatin, 
(J) that t he baeic objeotioo to Oeoaral Rat1oD1nc 1a political, (4) tbat 
nevertholaee they fM1 oonticlant tbat, ahollld. tba Treaeury oc.e out for 
Oeneral Rat1on1n11 O.P.1o wUl aupport tbe Treaaury poeition, (5) tbat 
ICIII !urtber fiecal Mallllre to reatl'ict 0011818Pt10n ie naecled ri&bt now, 
(6) that the correct ... aure 11 .,..pulaoey a&v1na1 and (7) tbat Mr. 
Honder1on will cc.e out before tbe ~ and Ileana C~ttM 1n favor of 
C<*pulooey ea'Filll• 
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1.68-V 
TREASURY DEPARTMENT 

INTCit Ol'nCC COMMUNICATION 

DATa JIU'eb 111 1942 

f O Ill'. 1lb1 te 

lll'. ()All 

Subjoct1 O.neral RatioDiDC aDd the 1rar Production Pl'o11'8!!1 for ·tile Fiaoal. 
Year 1943 

1. lbe ae~li-...t of tbe -.r pi'Oduction prop-a for tbe fiecal. 1M!' 
194) will requira tbat the eappl;r of &oocl.l for ciYil.iall 001>11'-Ption ill tbe 
JUl' rna JUlJ' 1, 1942 to Jw>e )0, 1943, be abolrt $1.0 billilln lees tban 
dur1.ll& tbe calendar 1M!' 1941 (ill anrap 1941 prtoee). Abolrt t 7 billilln 
of tide reclu.otion aut.,... t'roa a .-c...... ill tbe ·~of c-...• 
cllu$ble goe<ls and aboot t3 lrlllion t'roa & deoreaM ill tbe nppl;r of -

dunbl••· 
2. Tbie redu.ot.ion ill c1rllian coD81apt.ian aicbt be acccapli.lbed. b:y 
roducillll the co~ of tbe anrap aiM f~ troa about $l,SSO 
in 1941 to about $1,61.0 ill tiaoal. 1.943 and. ~ tbe co~on of 
siacle cODI\aerl froa about $11185 to about t1,000. 

) , To aeooeplillh a red.uot1on ill cownaera • o~e o! $1.0 billion, Jt 
present incoee left1e, tbroucb taxation or ccapul.aory aannc, 110uld. taD 
such an 1111ount o! ad.d.1t1onal taxat.ion or cc.pulaory ••nne aa eoncre•• 
1a not llkel;r to be w1l.lJ.nc to :L.poae, Tbe aagnitucle 1mo1nd. clependa 
oo the ci>aractar of tbe tax :L.poeed, but .-non a. flit wit.hbold.i.ll& tax 
oo all incoeee - witbout u.ption - 110ul.d. probabq ban to ;r1alcl 
ooaethi.oi of tbe order of $l8-t20 billilln to reduce no-ra• outlqa 
liT $lO b1ll1on. 1 ccapuleor:r eannc ln)', witb tbe - nat 1nc1cle.-, 
lliabt ... u ban to :yiel.cl •caetb111& of tbe order of t2H27 billillll to 
reduce ccna,..ra • outlqa b7 $1.0 b1ll.1.on. 

4. Taxation and coapul.ar:r eaYill& era illberentl,y illequalitarian w.78 of 
tch1o'rin& tbe cltaired red.uot1on ill -•• outlql. 'Diere will 111nit.­
abq be preeSUH to Ml<• t.beir iiiGicltDoe aa recreuin •• poeaible, to 
diUnieh the abeo1uta -=t requ1red. to be collected. Further, """ ·a 
ncy proareeei.,. i110011 1...,. wou1.c1 be offeet - aa tar •• current con~ 
tion 11 ccncemed - b7 tbe - of bal.&llcee and cred.i t on tbe part of tbe 
h18her inO<ae gro~q~~ , 

5, It 1a auqeeted tberefore tbet tbe poaeibilit:r be upl.orecl of liait111& 
tonSlaption d.1reotl;r b:r a Oeneral Rat1onill& or War lqlend.1ture ~, 
Wbl.ch would. tiJc auiaua OODII'-Pt1nn lliPIII"•ture ..uo--• for eacll o...._. 
Wlit 1n the ~. 011 u.. baa1l of IIMCI.I, illc<~&~ and poeaibq otblr factore, 
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~Lrral 

110der$WO 
two- f7SO 
f750 - $1, ooo 

$1,000 - $1,250 
11,250 - $1,500 
11,500 - $1,750 
11,750 - $2,000 

$21000 - $2,WO 
$2,500 - $3,000 
$3,000 - $4,000 
$4,000 - $5,000 

ts,ooo - tlO,ooo 
$10,000 aDd o ... r 

All. I#re:la 

Reap lnia&t .. of Co~ or Si11CJA CoDa>aera 
caleo.dar ;rear 1941 &Dd fiocal 1943 

(Constant prices) 

lhaber R&t.ioned AN& 
l&ii'iiiti 

.1.-nra.c• Co=ion 

1~uuM~ eortion Co~t.ioD ~ De~' 1 194J I~ 194:! 

1,'714 1, 538 • 369 • '$10 • 655 • S69 
1,628 1,411 618 620 1,oo6 875 
1,536 1,332 822 800 1,263 1, o66 

1, .359 1,178 1,014 975 1,'$18 1,149 
1,225 1,062 1,184 1,125 1,450 1,195 

822 7l3 1,350 1,250 1,110 991 
538 466 1,483 1,350 798 629 

791 686 1,738 1, 500 1,378 1,029 
417 )62 2,010 1, 625 8)8 588 
'J9? 344 2, )68 1, 775 940 6ll 
196 170 2,806 1, 900 550 323 

176 153 3,937 2,200 693 3'$1 

_1!. ----1:1. 9,967 51000 907 395 

1.0,950 9,500 $1.,1.84 $1.,016 $12,963 $9,656 

m"UZ'7 &pe.r\Mnt. biYiilon oi Koae'G.ii Ri..arob 

l&ii"ipG Ritlou4 
Co~iOD &i ona~, 

U&rCb lb_. 1942 
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)C 

' 

~Ln'el 

1bSer t soo 
tsoo - t1so 
f7SO- $11000 

$1,000 - $1,2SO 
$l1 2SO - $l,SOO 
$l,SOO ., $1,7SO 
$l,7SO - $2,000 

$2,000 - $2,SOO 
$2,SOO - $.3,000 
t .3, 000 - $4,000 
t4,ooo - t5,ooo 

ts, ooo - tlo,ooo 
~.ooo U>d o""r 

Ul. IA'nl.a 

J1oaab lflrt1atea of Co...._pt.ion ot Aftrap S1se FaiUea 
Celeadar rear 1941 - r1.u1 1943 

(Coutant prie .. ) 

.&.c~npte 

Jlllber .... rae• llatio..-4. ArM ~ 

rbtbouaU>da~ eo ...... ~n :rm ~ Co~D 
r~-'n~ ~111ll1D118-k 

l:. l: 
-

2, 315 2,)66 • sen • 510 • 1, 17.3 • 1,207 
2,849 2,911 7l4 ru 2, 0.33 2,081 
.3, 027 .3, 09.3 919 920 2,781 2,846 

.3, .3.3.3 .3,406 1, 134 1 ,1.35 .3,781 .3, 866 
.3, 682 .3,76.3 1, .322 1,.325 4,868 4,986 
2,817 2,899 1, 517 1 , 520 4,.303 4,406 
2,260 2, .309 1,699 1 ,600 .3, 840 3, 694 

.3,m .3, 821 1,995 1, 8SO 7,4.39 7,~ 
2, .3.38 2,389 2, .312 2,0SO 5,406 4, W'I 
2, 5.30 2, 585 2,743 2,.300 6,941 5,946 
1,.3ll 1,340 .3,.310 2,500 4,.339 .3,.3SO 

1,202 1, 228 4,476 .3 ,100 5, .380 .3, 80? 
684 __!:ffi lO,llO 7,000 6,915 4,89.3 - -

)2, 097 )2, 800 U , 844 $1,617 $59, 199 $5.3,048 

.l.Cir.P te !Ia tio..-4 
eou-pt.iOD 

~llSOMi l .. §:0 

--
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ftble 1 - I»rbiat.i.aD ot Qroea I&Uoul l'rodlla~ a~ lluiDat 
Pricaa traa JatioDal ~ (a~ PIICtor eo.ta) 

(Ill b1lll.ou ot do.l.lera) 

19)9 1940 1wf 

aro•• la~ioDal Prodoct at llarka~ Pricaa 86.) 94.) 114.7 

Mational IDea. 70.8 77. 2 94.s 
Corporation n.-a, EXca .. Protita, 

aod capital Stock T&llll& y 1.6 2.4 6.4 
()tiler Bua1Daea Tuaa 3/ 7 .8 8.2 9.4 
J)e)rec1at1oo and I»platioa Char&•• 5.2 5.4 s.9 
ou..r Cbarp• aod llaean .. !f 1.1 1.0 1.S 
:rmeotor")' ~..atiou -<1.2 ,1<>.1 - ) .0 

l/ Pre"•' DI.I'J'. 
2/ Fadaral aod State teae, accrual buia, 
"J/ E:r.eiea, aale•, aod other direc~ bUIIime• t.uaa, p1u 75 paroaot 
- or State aod Local propat't7 tua•• B><cl'*• pa;r roll teae *ich 

are iocllld..S ill national s.- .. ts.atea. 
(!I iiiiiii'I&DCJ aod ooot.iJipDOJ ra•err .. aod bad deb~ al.lowulcaa. 

Regraded Unclassified



168- z. 

l'9J9 1940 1941 

Qro., ll&tional l!:lcpeDCiitv.re (or Product) 86,) 94 . ) ll4o7 

Qo'fernoent a:r;pendit v.re• tor coocl• &Del 
eerrteea lS , J 16.2 24.7 

ll&tionol deten• e:q>eDCI1turea Y 1.4 2 .8 lJ, ) 
Prepapenta, l&Dcl, ate, 'J/ -o.J -1.5 
Yeclsral DOD-defeDM 4/ - 6 ,0 So? s~ 

State ancl Looa l 1f - 7 .9 8 ,0 7 .8 

Pri,..te output tor Prbate UM ~ 71.0 78.1 90.0 

Print. oro .. Capital lq>eM1 tur .. 10,0 lJ.l 16.2 
Constnlct.iont 

R"iclent.ial 2 ,0 2, ) 2,7 
l'&ctcJ7 &Del Pllblic ot1l1t7 o.e l . l 1.4 
Otbar 0 .9 1.0 l.l 

Bquipaent 4.2 s .6 6 , s 
!let Chance in Foreign Clailla 7/ 0.8 l,J l,S 
Net Chan&• in Imentoriea !/ - fl.,J ,11,8 ,t),O 

Cons>aers • Pllrcbaeea '!/ 61,0 ~.o 73.8 
Durable &oocla 7 .0 8, ) lO.l 
llon-<lurabla &oocla &Del aal"'f'icaa 21 ~.u 5(>.7 6),7 

l/ Fiacal ~ar . All values in 1941 pricea , 
'Y Dail7 Treasury Stateant total, plua chance• i n •••ta ot national 

de!eDM corporat.iona (except. tor chan&U in caab b&llnoao), 
'J/ AdJust.oent to .U.1Date upeDCiitv .. 'llhleb are DOt ap1nat ita• 

1Dcluded in t.ba cro .. na Uonal procl~~et.. 
~ Er•ludea t.ranater axpeoditar.a DOt 1ncludacl in tba D&t.ional in­

eettaate. 
'l/ BueclllpOD tu aat.iaatu plua ch&DCe• 1n lDDc-tAJ'II debt. il<c).udea 

1943 

1)2.0 

64.s 
S(>,O 
- ).0 

4oS 
7 .0 

67 . s 

J,s 

o.s 
o.s 
0.2 
).0 
o,s 

-1. s 

64.0 
) . 0 

61.0 

transfer upallcl1tar.a, 
6~ lncludea output. ot public ael"'f'ioe entarpriaea tor print& purchaM. 
'1! Does DOt include lend-leaaa abipaente. 
~/ Current. Yalue ot pb711ical cbanp in innntoey hold1nga • Doe• DOt 

include Oonrt~Hnt stoc:lc pU.u. 
21 Rta1dual, 
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.. t Increue 1D Projected 'kr Bxpe1lcl1 tvea 

To t.. derincl !rcaa 

Inere&M 1D Groaa Procluct 
Deorean 1D Qoftn.ent DDD-de!enee a;peDclitvee !or 

cocci• &Dd ••rrlc•• 
Decreue 1D Printe eo .. tructioa e:rpeDclit.urea 
Deere••• 1D Printe ~s--t e:rpellditurea 
Reduction 1D 1DcNue 1D l'orei&D CUiaa 
ReduotiDD o! a beorpti.on 1.oto Imeotor1ea 
Decrean 1D co-no• purcbaau o! durable• 
Decrean 1D coa.....-a• purcbuea o! oo..-.lm'ablea 

!/ PriOII &I o! 1941. 

17.3 

1.4 
3.7 
3.s 
1.0 
4.S 
7.1 
2.7 
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I 

o. Que 

a.neral RatioDiq a1ld the ll .. triction ot C:OU..ption 
1D the tlll1 t.cl Stetee 

1. Ow'&cter ot the Probaa 

3/6/42 
168-~~ 

DariJI& tiecal 194), it war prodllction procna 1e hl1'1llecl, there 
'1111 be J.er&e J!i betw.en euppl.J ot soocle anll•bla tor co- parcbua 
(at, aq, ll&relll942 pricae) a1ld ...,Wlt of soocle *icb oo......-e 1l1ll -t 
to tnq at tho• pricaa, with their i.DI>CIMe u the7 1l1ll be no after 
fnUU17 propo•cl Rannue J.ct ot 1942. 

Tbil pp will CI\I.M I 

(a) biddiJI& tor abort eappliae, 
(b) riliDB price• , 
(c) mitt ot co::h'Stion 1D tnor ot the rich, 
(d) 'l1iidtill pro to anterpranaure, 
(e) preNun tor 1Doreuacl nee ratee, 
(t) aorale etrau cbie to taal.iDs ot i.D!q,uitz 1D can;z1!>1 ot ._.. 

burden, 
(C) c.c.nl""antieipatorz bu71DII bz tho .. wbo ban aoMZ, 
(b) coocantration ot "Al' protiteere• on ho1d1ns imentori .. 

rather than i.ncreu1J1s proclnctioo, 
(1) ~ to the ,... attort, 
(j) OiUM<I mHCillti 1li .. e-ari.Qc tull uee ot raaouroae 

and equitable cl1etr1bat1on of inooae 1D po.t--Rr periocl. 

2, Tba !ly!>itude of the· Probaa 

(a ) !reaaurz .. u.atee (Sinn 1D tile teb1e dated Feb, 4, 1942), 
11111cb ue ... an 1Dcreua ot 10 parcant ill the coat of li'lill& 
between Dac.-ber 1941 a1ld Dec..t.er 1942, Sin a J!i ot Ill billion 
tor the tie cal ,..ar 1943, tbie pp aaene that tile coat ot li'lill& 
~llld 1Doreua o~ 10 paroant it o...-.-era could be broa&bt to 
a&Ye tll billion 110ra than tllaz ara upaotecl to ean duriDC the 
tiaeal zaar 1943. 

(b) llr , Handaroon (iD hie letter ot Karcb 2, 1942) write& ot 
•an excau ot d•a"" ot 12 billion•, SiDC& the bue pointe tor 
the calcul.atioD ot thie 12 billion pp are not lr:nown, it 1e 
iapoalible to ~ axactl,J bow aach Jlr, Hendfteon•a eetiaate 
dittare trca the 'rHanr7 one, 
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(o) 1'be 'l'r'NR17 eniaate aa-• a riM ot aa~ ~ 
o! aae tban S paroezrt., 1ll r -.1 tea., lletwotc :Dea.ller 1941 
aDd anna• tiaoal 1942. · It clerina a IIMCIII4 raclaGt1oD ot 
about $7 b1111oo (iA a.,...... 1941 prioea ) 1ll tba cd.'lillaa 
00,....ptioo ot darablaa Uld about t )o.l./2 bWioo 1n -
dlll'&b1ee dlll"1na !ieoal 1943 1ll ~aOD with oalaDdar 1941. 
Ill'· 1111too Qilbert, ot tba :Depart.eot ot a-roe, baa a 110re 

taTorable iDOOM uu.ata aDd -eca•otq a ••1Jar ~· -
(Neither ot theM aniaatae laDda UQ' IIQPPOrt to 11/: lliiidenoo•e 
a11artioo that 1ll a !n liOIItba w eball naoeeaarilT be at 1932 
COD8\IIPt1oD la...Uo) - !be trluur7 eaU..ta of the pp ia1 

perlurpe1 ....-bat OD the bicb a:l.da. 

) . !llo urrl!Cl of t11a Probla 

(a) Would be Uttle 11ltlat.ioDat7 praaaura a t preMilt U.. it 
w ra not tor p..ral &Dt1ci1pa..!:2!z ~ IDdax of dapartMat 
atore awe (aeuo.iiWJ' adjii.tid}trca ll1 iD ~r 
to lJ7 ill Jao~. 'l'bie ie the - M oua 8111Pt0i • lliit"' 
w nt ClOwn to U::CiD tiret welc of Februar:rJ u,y aubaida. · l:ts-.-~...-~....,..,...'-

(b) Coat of ll'fiDa 1Ddax has rieeo iD pu t two aontha !r<a 
110.2 ill Honcber to 110. 5 1ll December but japad to lll.9 
ill January. 

(c) Total de!811M expellditurea are now rmniAa at ao annual 
rata o! juet onr t30 billioo, oo.parad with t2s-l/2 bill1on 
ill Decaber Al1d t~l/2 bilUoD projected tor tiaoal 1943. 
Oinn propoaa4 tax .. , Treaelll7 .. u.atad pp ot $11 bill1on 
t or 1943, but w are t2(>-.l/2 bWioo below tile theD u.-d 
dollar de!eDM upeoditar .. aDd o~ about t4 bill1on below 
tba tban aa .... d r.a1 11lcc.e. 

(d) Quotry? Ia DOt tba pllbl.io ao tax co.....toua "'"' that tbe 
$9 biiiiOii Ra.,..,... .lot p1ue Soci&l SecuritJ will ba'fl nrT 
near~ ite tull atteot !rca DOW on? 'l'llia 110uld Mrio~ 
liait apaod11la • ....., it the actual withholdina pronaiou 
!&11 to be enaotad. 

(e) CoDOluaioDI Sbould be Uttla iDtl&tion&rT preaaure th1a 
e~a~er Uiiliae (l) aoarea o&UM ,_ral aotioipatory lnqiDa, 
(2) the new taxaa are DOt •uticdpatad• or withbald, or (3) 
there 1a • rnaral 11loreue 1ll tba ..... 1 .... 1. 

(!) llafaDM axpeoditurea DOW &bout $2-1/2 bUliOD & IIODtho 
'lben dateDM !lf)!lld1tlll'ea ban paaMd -~rata ot U:lli 
b1ll10a ;m iiOliili'v btl ffi!\ M'r¥§1·~ to raJ.• 
qt:atioo ~rDw-1 m!:riot10J! ot OOD&wtioD bmod 
~t iiiYolnd.~-~ FiJTieo• 

• 
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1, Taxation 

- ) -
s. Propo!!d So1..u- ol the Probla 

(~•-.4. tha t the probla 1a to liMp 
the awrap coat of ll"ri.JIC tor tlecal 
1943 oot ..,.,. thaD 10 peroent hipr 
t1w> 1D Deo•ber 1942) 

168- DO 

(a) tM uount of taue DHded 110uld be £!!t4r than Co!lfl'!•• 1101>1.4 
vant or thi plibfiO accept. 

1be TrMellr7 p.p estiaat. ol Ill bUlioo aq be a llttle hi&b• 
.. .,.. $10 billlon. IIMd to recllaoe __..., outlqa b)' $10 
billion. Would bow to bow tuae of et laaot ~~~ 
and Foboblj owr J20 b~,.. fiiiN cOiiLI be 1DRr 
11i1 n nsniiiw , .... ~w to be toward.o hiaber 1t pro­
iNIIiw. But • .,... a pertectJ.T flit tex 011 ell 1Dc.-o, 
wl.thout -ption, 110uld bow to ;rial.cl P'Ntl.T 110n than 
$lO b1ll1on to reduce oc-r• • outlqa b)' $10 b1ll1cn, 

(b) Even 1t u-a att.r tex wn lett Tll7 Q!;ual.G!tba rich col>ld 
Ulnt&ID tli8lr conas ptlon bi di'aWi#j on _.1 • 

Totol bonk 4epoo1t. 1D u.s. about 170 b1ll1cn1 circulati.D& 
•onay about Ill b1ll1on, 1baoe tiellne roueh .... 111"8 of 
extreaoly Uqllicl uaata. (Omerehip diotribution 11011l.cl 
have to be lmDc to lmo1r bow aucb ai&bt be uaad tor connaption, ) 

2, CooJlllloo17 a&"ri.JIC 

(a) !be •omt~ZLa&"ri.JIC Deeded to cloM the I!P would be 
eatlj lirpr than t.&liDiiii'E orw..u ..... 

W>lhactrbo~ pereoD&l. aa"ri.JIC 1D tiecal 1943 1a .. ttaoted 
a..~.•-v· :.~ billlon. To reduoa co-n' outlqa bT $10 b1111ca 

$lH20 b1ll1on of tau&J it 1IOIIl.d taka about 125-

~i;ii~[ic~-T. ~~~ro~~- uiiil!ili Ulat ibOii'E i/2 of 
·• 1,1: nplaoa politiw TC1UDt&r7 

N.TiDC and about ol the ocapuleorT a&TiDC would be otfoet 
b)" uaiJlC up bolenoae and a couaW.atiDC 4ebte • 

(b) 'l'ba will~•• of the rich to uae their c~~ ueet:to aaintein 
U!eir co~~CN14!i! aiiat. ~t.e~o-~~ tJWl , 
undir toiiauon "lliiril'on tJiiCilj~ biiiiliiiOl Haiioed ' 
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3, oeaoral R&UolliD& 

(a) B1 caneral raUoDiDC ia aeant b liaitation o! oona,..ral 
ciiUM tbrOUCh tM !ixi.Jl& o! axia1a total. OOilll1aJltion upend't'll%'8 
alJ.onnou tor all taalliea aD4 illdi:ncl:llal oo-ra ill the aooi>CIQ'. 
111e total coeral ration tor tM acODCOq ia tiucl: b;y tM wl-
ot riiQiircu aftilabla tor oonaaption b;y obiliana at tM price 
1.,..1 wbicb 1t 11 cl:aairecl: to aaintaill, 'Dla ll&lllitw:la of tM 
1.od1oidual pneral ration ILiir be deterai..Decl: b;r oonaicl:araUona ot . 
iiMd, iiiCaati,.., inccaa and: otber t.aetora, 

(b) GeDeral raUoDiDC llholllcl: enco1111t.er laaa poUUoal oppoa1Uon 
th&ll equi<ralont racl:ueUon o! coJ>818PUon tbro"'h t.uaUon or cca­
pal.toi'J ••nne beca11 .. doe a 110t talr.a ~ 1 a aoll!l &lllll• •ral.T 
twa total. ratioaad ooiliiiiPUOn m, 
(c) Since !iua total rationed: CCJD8WIPUon allo-•, can not 
be ottaat by the .,.. o! capital. uaat.eo bra!ore ocapatibii 
With m aqu&IH7. 

(d) Doaa not raqu1rl apaci!ic price contr ol or apaoi!io raUollille 
ot oonauaare 1 &alllrall;r raticmed aOO<Ia, thouah allowa epaoi!ie 
control ehoulcl: 1t be douiracl: ill tbe caH o! cl:iaproportionatel:y 
eoarca nacaaeitiae. 

4. Sptci!ic R&tion1.1l8 

(a) l)llaaa eowra all e...ocl:itiea aDd !iua all prioaa, ia DOt an 
ine~nt o! caneral price atabiUt;r. Don DOt ntbdraw purob&l1nll 
powers •ral;r cl:iwrta purcbuina power. 

(b) It recl:uotion ill auppl;yia to be Mt by aquiftlallt racl:uotion 
in total cl:auDd, thia taalr. ..,.t be aooollj)liallacl: by - other 
teebniClua than epaci!ic raUollille• taxation, c .. pulaor;r unnc1 
and sonaral ratiollille are aucb teCbniq .... • 

' 
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c. 0eJ»ra1 R&tioaiJ!& 

1• !l&"'' ot cooCS. included 

(Ill pri.Doip1a, mould iDclude a1l cou.-ption ot &QO<Ie and eeMicaa. 
Sbould exclude aU MN exc!Wi11 of t1tloa, a1l capital tr&~~a&Ctiona, a1l 
oartnaa, an i1fta, a1l -·· llb&t it ia CS.airecl. to lillit 1a co-ra• 
~ tor l&bor, utArial.e and fao111tiaa u.aabl& for war procl.nction, 
but it ie not CS.eired to reeler non-co~~nrtiblo roaourcoe id1o: thBH 
11Uit bo JOftrninl c0111ticlerat1ona 1D a1l apocia1 -•·) 

(a) 1'M c-ra1 ration sbould iDclude food, bo\I.Mhold oporatiou 
&put !roa rant <••I• liibt, ba&t, power, talepbone, .S...atic 
oornca, etc . ) , cloUdng, autcaobUo expaDdUuraa, roc:raation, 
turniebi.DI•, poraona1 eeMica, tobacco, t-portation otber 
tun auto, ra&eliD&:, a to. 

The approxi&&ta 1941 nlue of con8\88ra 1 aspandituroa on tbeee 
~· wra, 1D b1U1oaa of cl.ollaraJ food $22.1, bo\I.Mho1d opera­
t1oll8 $7.7, ClotbiD& $8.1 , autoaobilo t6.s, recreation t:z.7, 
turnl.•hiD&• $2.2, poreona1 care $l.J, tobacco $1.J, tr...-porta­
tion otber tb&n auto $l.J, readin& $0.8, other $0.4: total 
l54o4 billion. --

(b) The conera1 ration should exclude ranta, aa41ca1 care, 
tuition !aea, lifta, tuea, inaur&DCI and a1l capital tr&na­
&ctiona. 

Tha approxlllata nl.ua of co-r•' expandituraa on theM it.. 
in 1941 wu, 1D b1U1oaa of doU&raJ ..-ta, iDcl'lld.inliaJIIIted 
r111ta, $J.J .4, Mdica1 care $J.J, ad~~eation $0.9 (catacorT 1D 
atatiatica pro~ too wide) , &Uta &1111 poraon&l tam• ss.2, 
(catacoey 1D atatiatica prob&bl;r too narrow), aa'fin&a $lS.Ja 
total $38.1 biUion. 
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• 
would DOt relaue 

reeo\ll'Oe& uable tor war prodaot.1oa - W.aa there 1a a 
aoneral labor llbortqe. 

(b) Sllbtraoti.lo& $9.8 b1lliaa tr.:a •S4.4 b1ll1.., ot ~ 
~t.<i tor ratimdn& aboft (t.boUII> Ollbert•a a.tiato 
ot 1941 output ill tll1a area .,uld be ....,..t h11ber) lea ... 
$44.6 b1.ll.1oll, at &ftr&P 1941 )ll"ioaa. Bllt ailloo t.be coat 
ot lirlq 1a Doce.ber 1941 .. uo.s ~to 105.2 
aftra&e tor t.be ,....., ad ata. tbe ooat ot l11'1.aa 1a to be 
alloWitd. to riM a turtber 10 perO&Dt tr.:a Deoa'ber 1941 to 
aftrqo tboal 1943, tbia 144.6 billi.., aq be elp"pded b7 
about lS peroe~~t or to •s1.) b1JJ1on, 

atill .ao be 
b1ll1on at 1941 pricea - 11lcl1111.11l& tbe illput.ed. l.Jio<>M t~ 
bouaiAI but DOt trca other d.....abla &ooda,) 1'b1a raUoll 
aipt be larpr U (1) total ~ produotioa elp"""a 
DOro than projeot.<i or (2) it 1a deo1ded to all"" &D ._ 

area tor prioe riM tball 1a ba'e u-d. !be ratioa Jd&bt 
bo ..U.r U (1) there 1a 110re war ,... ot 110D-darabla t.baD 
Sa apaot.ci or (2) a paera1 labor eborla&• -rae• or (3) 
1t 1a deoided to adopt a ..,... aewre prioe polioT. 

3 • D1atribution of tbe reciDctiDD ill CO!!&II!ptioD br s- !P"'IIJMI 

(a) tbo total reduction ill c1'Yil1t.D _.-.ptioo tor tboal 1943 
1o OQIIJl&rieon wit.b oaleDdar 1941 1a ~ billion, ill 1941 pricea. 

(1) 'l'bere wra about 7151000 t..US.•• ad 1od1rtcloale 
1o thl.a &rOIIP ill 1941. . . 

(2) 'l'be1r aurepto ~ .. about ~.l b1ll1oo, 
&&~repto -..rptt... f7.8 bill10DJ eftr&p 1lloc.- ~3,000, 
a,.....,. ~~.coo. 
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(4) su- tM7 epeot, on .u .......... abo'IR 12,6SO 
OD DO ...... &~ pocla, b~ 111 .. Of bir 
ration would be 8boP.,P,8w.:29f ~or %"" 14• 17S 1D Uli cea u or r 
!..-• 

000 
(1) !bere wre 8bo1R 1,178/taillaa 8114 ~ 
1ndi'ficluJA ill tb.1e P"'IIP ill 1941. 

(2) 'lbeir agrepte 1nc ... _. 8bout t9 .4 bil.l1on1 

aprepte ~ 16.2 bUUon, •"rae• 1.Doc.e 
$618001 anrap oooa.ption $41 400. 

(3) To tal<a 12 b1l.l1Dil !'rca tba, wovJ.d et.ill laa" 
th• with ......... o-.ption of juat 111lder$3,000 
per r..u.q or iD<U.'ficlual conniaer IIDit . 

(4) SiDce tbe7 epent, on tbe a ... rap, about $1,300 
On IIOD-'rationed &oodl1 tbe a ... ~ 111 .. of bir r ... ral ration would be am -700 1D 1941~011, 
or&bOut lf,95S iii t&i @oe• aa!VMifor bir 
942: 

168-H H 

(d) J.bo3 bUl.ioll lliC!c!: darind !'rca reduct.i.OD ill eou..ptioll 
ot tlbi aro rece!!1Jli • lrca f4,0W to 15,000 1D 19U. 

(l) !ben are 8bo1R 11 S07 1 000 falliU•• and •ill&ll 
1nd1 'fidull ill tb.1e P"'11P . 

(2) J.urepte illc ... 8bout 16.6 billion, aprepte 
eo..-pt.ioD $4o9 bUlionJ t.Yirl£1 illO..a $4, 350, 
t.YVI£1 oo......,uon $3122S . 

(3) Tt.lc1D& $1. billion wovJ.d laa•• ""rap eona-etion 
of about 12,360. 

(4) Silloe tbq apat anrap of $785 on aon-rat.ioned 
=dit.iaa, eoald ban ""idA• ration ot about $1, 575 
~ pno.. or abOut: If. 1D urm Dicaet' 1942 

Olio 

• 
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(l) Tben wre about 219271000 fu111 .. &Del •1Del• 
indirtduala in t.h1a ~ IP"OIIP in 1941. 

(2) l~S"P.t.e incaa about t9.9 billion, &&areaat.e 
cone~~ about $7 • 7 b1ll1onj a"rap inc ... 
$31380, &ftra&a co~t.ioD t2,680. 

(3) Reducin& t.beir 00118'-Pt.ioD t,. $1-l/4 b1ll1on 
110uld leaft tlMa w:lt.b. a .... rap COII~t.io" of $2,1~. 

(4) Since thoz 8)?8!lt. a'"~ of $S7S Oil _.....t.ioDe<i 

~ die otbiluatlOn 110: lie 
~~ m:•· or abOUt p;,_ lD 
u r ~·· 

168-11 

(t) About.¥: b1ll1oi2t be t.b.a total radwot.iOil in CO~Oil 
contribut bi tJli groy trCi p ,$00 tO p.ooo. 

(1) .lbout 2, 755,000 coaa~aer UDite in IP"OIIP• 

(2) .t.weP.te iACcae 1941 ... $7.4 b1ll1on, •ll"aat.e 
co..-pt.ion 16.2 b1ll1oll1 awr&&• ~ $217001 

.... rae• c0118'-Pt.i01l $2, 260. 

(1) .lbout 4,520,000 oo...-r UDita are in tbi• voup. 

(2) l&P"&P.te ~ 1941 wu about $l.O.J b1ll1on, 
aqrep.t.e oo~t.ioll $8.8 b1ll1onJ aftra&& 1oo ... 
$2,237, aftra&& OOil&~ll $1,940• 
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(4) ss.- tbeT 8J)eDt, OD tbe awrap, about $440 
on oon-ratiol*i &oodao, the aniM 81ae of tbe1r 
ratioo woul.d be about fQC9/il.foON, or 
$1,4?0 Iii L a.eiaid r yrtoea, 

(1) About 2,798,000 oo•- 'lmita are 1A tiWo 11"'11P• 

(2) 1be1r aarep.ta ~ 1A 1941 wu about $5.1 
b1111ool_ &UNPta MGia:;>tion $4.6 b1111oo; anrap 
i.DcCIM t.J.,830, &wrap oouwpt.ioo $1,650. 

()) to Nduoe tbe total o~t1oo of tba ll"'uP by t¥o! 2jt!.,o:Qld ba tO m t&lli' .... r;eoc;na-r 

1.68 - J! 

r 

(1) About. ) ,659,000 co- 'lmite are 1A tb1e group. 

(2) Aarepta 1941 ~ $5.9 b1ll1oD, agrep.t.e 
C0D8'-I!t.ion IS-4 b1l.UOGJ .... 1'&1. i.DeCIM $1,610, 
anraaa c-..pticol $1,465. 
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1941• J'lopul.at.1on cro-th w1ll aake 1IP ODlT about l-1/2 llill10D. 
t'M ott w1tbclrawal w1ll t.. of fllll oo-ra, 80at of t"­
tn.s.pelldat 00~ \1111t • • 

it Collowa trc:a r.ctndns oo~on -t d.ruUcalJ.T pre.-
eualy those iDcaM lrracUW 'lb.icll J)III'CbaM the du.raJ>a CODS....-a I 
iooda wb1cb ~t. with dat..,.. output. 

(l) It doea DDt fcll.olr that .uta~a equit)' &Dd atfie:iaDCJ 
would raault trc:a DO etfeet.1ft .... ral ratioDiD£ of ~r•' 
UDita below $1,500. OD the cODt.rar)' the oo-ption of tboae 
c.....,_.. UDita t..l01r thU lnal wbicb ooDSiat of aiDBla 
iDdi'ridual.a lli&bt wll t.. ~ llbarpq ond the proceeda 
ll&de a..UU!>le to fllllilJ' \1111 ta 1D the .... U.OC.. braclcet. 

Further, the ration of the 'llllole population ahould be ao ad­
justed aa to allow the ..ax1a,. inoentiYe to oftrtlae work 
and special piece 110rl< pertonaance. All onrtae &Dd special 
perCorunce pe;r abould ben a hieh ration 'Y&lue - at least 
SO percent. 
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D. Atk'n1Arat.i'n Problaa ot OeDerel ll&t.l""'nc 

1. S.s1o ada1Di-tnt.1n probla of OeDerel lt&Uon•nc <Serb .. troa fact 
that it i.e two .OMJ 8J11tea - OM ord1.DarJ IIOMJ and. OM opeoi&l ... MJ 
tor oona~aption of r&tioa.d cooclll. 

2, Oen.tral R&t1onilll aut. tab tbo fora of 11-rl.nc eon.,.on eoupona 
equal to the ftlue of tbeir pDtl'&l ration, '!'boN ooupone ailbt be 
e&lled war se;;::Uf Steapa and. t11e wbole qet.a ailbt be ....u..1 the 
tar spt##Jj • 

' · Ill t~~e - ot tbe Mlf~ 1Dd1-rutu&1Ao unnc ... cb 1ncc.e will 
bo Nquire4 to tile & qurter~ 1.nc ... retlll'll for witbhol.di.n& t&lt parpoeoo, 
11>• - ret111'D eoal.d be uaed. &o & bu1a for 'l&r Spenc!1 "I s~ diotrlbution, 

5, ~uJ.t)' woal.d roquiro tbot eert&in lorp oleoNo of •Mlt-ouppliora•, 
especioll,r tarwro, report tbo1r &ppradaoto noD11al'bt eoD~~aption and 
that tba1r aoMral r&tion • fi:Dd acoordincl,r, 

6. '!he atllapo ohoal.d bo noo-tranotorrable. For th1e purpoN, tboT 
llhoul4 be &ttocbeci to & book and. <let&cbMnt oboal.d be oquiftlont to 
caneellat1on, 

? . Oi'f'iDC oacb f..sJ;r ~ a 111J111.e book •1 oro&to -• 1no0Dftlni.enoo, 
and tberetoro it JM:T be <lelliral>le to iooue -.ore tb&n ooe book in 'llbicb 
the to tel conorol r& t.1.oD will bo d1 'rido4 u tbe fui.lT roqueoto. 

9. lloMJ oboal.d be &llowcl to bo naed outoi<le tbe pnoral ratioD for 
the liquidAtion of exi..tinc debt i.ncurred boforo - beN data. .... 
oonsuoptJ.on debt 1e .. cro&t probl•J in ~ it oboal.d be allowcl 
~in ber~ouea of low~·· on eoPit&i i111 Pi'O&&:b' 

ft to be on oi&iii!On of nideuOI tb&t it io niOIII&rJ • 
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10. .1. Hriaa of repOaal o.tt1.ou tor tile 14,1uta.nt ot h&rdlb1p -• 
mould be aetablii!Md. !!lui ld&ht ban AD a~t of looal part101J»­
Uon, but local people llbo11ld DOt be dcw1nent 1t ..Uom pract.ioa u 
to prnail· 

11. the atlape oolleoted. co11ld be UNit, 1D tbl oue of o--'itiaa, 
!or tmento%7 ooutrol. IJo retall.er lbo11ld be ~cl to replace !WI 
stoek 111tbout li'l'ill& up AD equinl.IDt -t ot oa,.,.uecl .tapa. 

12. For II&Xia• ftlw, a-ral ration lbo11ld be broqt>t up ODl;r 'lllc 
MJ'iOIIIDUI of e:itU&tiCIIl ukea J..iD:q qu1olr: PIIM&I• Otbere:I.M ....... 
to bur before pneral ratioo 1011 t.broqll aa.y daplate 1mentor1 .. ao 
~II cnat:q to ottMt ita buic aclftnt.pa. 
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