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RMJr: 

HMJr: 

Operator: 

IIMJr : 

Operator : 

HMJr: 

Operator : 

HMJr: 

Operator: 

HMJr: 

S: 

HMJr: 

9: 

HMJr: 

S: 

ID!Jr: 

Hello. 

April 7, 1942 
9:12 • •• . 

... 

Mr. Murray 1B in Pi ttl burp un t1l earl:r l"r1da:r 
aorning. 

Let ae aae. Who it there that oould talk for 
hia during hie abeenoet 

I'll see. 

Let ae know. 

111ght. 

9:1) a.a. 

Hello. 

Mr. Murray's offi ce referred me t o Mr. Carer, 
and he's out or town until tomorrow, but I haTe 
hie aeoretar:r. She thought perhaps she oould 
help J'OU. 

All right. 

Right . Go ahead. 

Hello. 

Good morning. 

This ie Mr. Morgenthau. 

Yea. 

Who, in the abeenoe of Mr. Murra:r and Mr. Care:r, 
oan I talk to on a polio:r aatter affecting CIO? 

Well, now, I think that :rou ehould t alk to either 
of them. The:r will be oalling - Mr. Care:r will 
be calling me toda:r, and I'd be glad to talk t o 
h1a about it and haTe hia oall :rou. 

Well, it 1 e eoaethin~ I oouldn't Ter:r well do 
oTer the phone. 

1 -. 
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8: 

!IMJr: • 

S: 

liMJr: 

8: 

liMJr: 

S: 

HMJr: 

S: 

liMJr: 

S: 

!IMJr: 

S: 

liMJr: 

S: 

- 2-

I eee. You want to eee thea pereonall7. 

I want to - I'd like to eee one or the other. 

Let •e eee ••••• 

Will you be speaking wi th Mr. Murray? 

Yea, I will, during the da7 - during the 
morni ng, I think. 

Well, would you make a poi nt ot it? 

Yee. 

And tell Mr. Murra7 I ' d like to ' eee aomebo4Y 
on a polioy aatter t hat atfeote CIO and vbo 
oan I eee today or toaorrow that would know 
what wae in h1e aind or could t1nd out. 

Yee. All right, I'll do that , Mr. Morgenthau, 
and call back your ott1oe • • eoon ae I hear. 

Cell on D1atr1ot 2b2b. 

Dhtr1ot 2b2b. 

lt you please. 

Yea, I Will. 

Thank you. 

Uood-bye. 
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Ford: 

RMJr : 

P': 

RMJr: 

F: 

RMJr: 

J': 

RMJr: 

r : 

HMJr: 

r: 

HMJr: 

r : 

RMJr: 

r: 

!IMJr: 

P': 

HMJr: 

F: 

RMJr: 

Hello. 

April 7, 1942 
9:lb •••. 

This ie Mr. Norgenthau •Peaking. 

Yea, air. Mr. Green ia out ot tbe o1ty today, 
Mr. Morgenthau. 

When will be be baokt 

I expect bt. tomor row. 

Well, will you be talkin.g to bla todayt 

No, I don't tb.ink eo. 

Well •••.. 

What ia it you haYe i n a.ind. 

I'd like to eee hlN. 

Oh, yea. 

Do you suppose you could make an appointment 
tor h1a to ooae over and eee ae - have you got 
that auch .•... 

Autborityt 

Yeah, or intluenoe or whatever you call it. 

(Lau&he) Well, when did you want hla to coae, 
toaorrow? 

I wonder it he could coae oYer and aee ae eay 
around three a 1 cloolt tomorrow. Supposing we 
aake it tentative. 

Well, auppoee we do that. 

I'll put hla •••.• 

And I'll call your ottice the Yery tiret thing 
in the aorning. 

Yeah. 

• 
3 
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r: 
BIIJr: 

r: 

HIIJr: 

r: 

BIIJr: 

P': 

BMJr: 

F: 

- 2-

Bow w111 'hat bet 

That'll be tine. I' ll put kla • •••• 

Put 1t down, and 1t - I ' ll oall 1n the aorn1n& 
and e1 ther oont1ra 1 t or ad•1u 7ou .mat llr. 
Green ••. • . 

And will 70U oall on Dietriot 2626t 

I>1atr1ot 2626. 

You get 87 ovn operator. 

All rilbt, sir, I'll do that. 

'1'hanlt 70U. 

You're welooae. 

' 
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I!MJr: 

Operator: 

I!MJr: 

Bello. 

Leon Henderaon. 

Bello. 

April 7, 191ie 
9:22 a .•. 

Leon ..,. 
Henderson:- Bello. 

HMJr: 

H: 

!DIJr: 

R: 

HMJr: 

H: 

HMJr: 

H: 

RMJr: 

B: 

HMJr: 

R: 

I!MJr: 

R: 

Henry speaking. 

Yea, air. 

Bow are :rou? 

Prett:r good. 

Leon, ha•e you got a ainute or twoT 

Sure. 

This busineee that our vario~• etatte haYe 
been tallr.ing about, I think it 1 e 1•port..nt 
enough that so•e ot us tellove at the top 
should talk ~bout it .•••• 

Yea, sir. 

•...• beoauee we fee• t o be tairly tar apart 
on it, and I don t ltnov anything •ore i .• portant. 
Thie ie what I had 1n mind: Nelson ia co•ing 
oYer tor lunoh tomorrow on a Lend-Lease matter , 
but I could change it, and I vee thinlt1ng that 
possibly Juet he, you, and I might talk over 
t hie other thing. 

Well, I'a going to lunch with the Boaa tomorrow. 

You are. Well, then that's out. 

And - but it I can - and I'•e got one statt 
•attar toni&bt • • • .• 

Yeah. 

• •.•• but I'll be tree tomorrow night. I'•e got 
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RMJr: 

HI 

RMJr: 

H: 

RMJr: 

R: 

RMJr: 

H: 

RMJr: 

H: 

RMJr: 

R: 

RMJr: 

- 2 -

lunch With Ickea on Tbureday. We're gettinc 
read7 on this oil rationinc thing which ie a 
honey •.••. 

Yeah. 

.•..• and that'• all - I'•e •••.. 

You're tree t omorrow n1cht. 

Yeah, I'm fre e tomorrow n1cht and any ot her 
night. 

Vell , let ae take an option on toaorrow night, 
and let 's see What happens. 

All right. 

But this t hing - how oloee ere you watching 
what the d1ecueeione have beent 

Well, I'm epend1ng a lot or time since I came 
back on them, and I'm coming t o the meeting 
tomorrow morning. 

Yeah. 

And we've got a nuaber of people working on 
thea. I'•e got J. M. - in raot, I ' vaa Juat 
talking With J. M. Clar k nov , and 1 111 be up 
t o date by tomorrow morning. 

Okay. 

All right, Henry. 

Thank you. 

6 
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Walter 
Stewart: 

HMJr: 

8: 

HMJr: 

S: 

HMJr: 

S : 

HMJr: 

S: 

HMJr: 

9: 

HMJr: 

S: 

IIMJr: 

S: 

HMJr: 

9: 

l!MJr: 

Hello, Henry. 

flow ere you? 

Very good. 

Aprll 7, 1942 
2:43 !I·•· 

Walter , I've got one ot my reel financial end 
tiecal headaches. 

Yea. 

Rello. 

Xes, I get you. 

And there's a- confidentially the Budget par
ticularly - they want different kind or taxes 
and different klnd ot eavinga, and I wondered 
it by eny chance you could epend Thursday with 
me. 

Yes. 

Then we could •.... 

Thursday or thle week. 

Yeah. Then we could have lunch together Thursday. 

All r1gllt. 

And I ' ll t ell you what I'll do. I have some
thlng on thle. Where - it'e pretty confidential -
where could I &end it to you? 

Now, let's see. It you could get it ot t today ••... 

I'll get it ott today. 

Right. Well , then eend i t to the Institute. 
I'll take cere ot it. I'll see thet i t doesn't 
get into anybody elee'e hande. 

Not to your bo•e. 
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8: 

HMJr: 

a: 
HMJr: 

8: 

HMJr: 

S: 

HMJr: 

8: 

RMJr: 

a: 
HMJr: 

a: 
HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

- 2 -

No. 

To the Inetitute. 

Yeah. It will be a little prompter delivery. 

Well, it'll go out tonight. 

Right. 

And then it and ~hen you oome in Thursday, the 
man ~ho oan tell you aa much about this as 
anything is George Raae. 

Right. 

And I'll tell his to be ready. 

That's tine. 

And - or Roy Blough - but George has the whole 
t hing. 

I'll go to George t1ret. 

I tell you, it's- I don't kno~, it's- the 
whole thing runs eo deep that •.•.. 

Uh huh. 

The idea ie - well, the basio idea is t o stop 
this intlation. 

Uh hu.b. 

Well, ot course, I don't suppose anything is 
more important ae t ar as eoonoaios at hose go. 

Uh huh. 

But ~hether they've got the answer or ~hether 
we ' ve got the anewer or nobody'• got the answer , 
I'd like you to take a olean look at it. 

Uh huh. Right. 

And what I'm eendlns you ia a memorandum to 

8 
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5: 

HMJr: 

5: 

HMJr: 

5: 

HMJr: 

5: 

HMJr: 

5: 

HMJr: 

5: 

IIMJr: 

S: 

RMJr: 

5: 

RMJr: 

5: 

RlCJr: 

- 3 -

the Preaident in wb1ob I ahowed h1a where I 
agreed W1tb what the1 wanted to do and where 
I d1aagreed. 

Right. Right. 

Oka7t 

All right; Henry. I con&ratulate 1ou on your 
halt per cent certitloate • . 

Oh, 70u liked itt 

Oh, yes. My God, when I tblnk ot the background 
ot the nuaber ot tbinge they were trying to get 
you to d.o •.•.. 

Yeah. 

•.•.• I tblnk 1t1a d&an good. 

Well, I don't think the tinano1al couun1ty yet 
a.pprec1atee what I'• trying to do ••.•• 

No. 

••.•. because I hope in about t wo weeks to follow 
this up wlth inoreaae ot bllls. 

Yeah. 

Then w1 tb the lncrnee ot bills, and the i n
crease ot theae certitioatee, then we ought to 
haYe a autticlent aaount ot ahort-tera etutt 
that the banks can ao'fe troa one to another. 

Right. 

And then we can coae along With our longer 1eauea. 

Tb.t'e right. 

Wbatt 

That ' e right. 

But - I don't know whether I'•e eeen you since I 

9 
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HMJr: 
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RMJr: 
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RMJr: 
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HMJr: 

S: 

HMJr : 

S: 

HMJr: 

8: 

HMJr: 

S: 

HMJr : 

S: 

- 4 -

told you - did you know that I had to detinitely 
lay down the law te the Ped on thief 

1.0 

No, but I - when I eaw th1e ooae out, I had a pretty 
accurate iaaginat1on ebout what a tight 1 thad been. 

Well, the Ped Board and the Ped ot Hew York tinally 
eaid, 'Well, we won't do th1e unleee you order ue 
to do it.• 

Oh, oh, oh! 

'And take t ull reapone1b1lity. 1 

Well, I 'll be daaned! 

Bello. 

Yea. 

They said, 'You 'Ye got to order ue to do th1s.• 

Oh, my God. 

So I ea1d, "Well, I order you. • 

Sure. Oh, my God. 

But it got t o that point. 

Oh, JAY God. 

Yeah. 

Yes. 

They said, 'Unless ·you g1ve ue instructions 
that those - and take tull responsibility, we 
retuee to do it. • 

Well, I 111 be damned. Well, I think it ahowa a 
lot ot good Ju~ent, Henry. 

Well , I don' t- I hope 
thle week ie woree. 

eo; but this one I got 

Right. 
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ID!Jr : 

S: 

HMJr: 

S: 

ID!Jr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

8: 

Yeah. 

Right. 

Yeah. 

- 5-

All right. Well, I'll be down then Tbureda7 
•orning. 

And I'll eave lunch and •• •uob ti•e after lunch; 
but in the aorn1n& and vhat I've got to eend JOU, 
I think that JOU oan get the etorJ. 

I'll read that. Then I'll go to George . . 

Thank JOU. 

Then I'll eee 1ou. 

Thank JOU. 

That'e tine. 

Good-bye. 

All right. Good-bye. 

Regraded Unclassified



Dear l.el ter : 

THE aic~n"'f'Y 0~ THE T IUASUitY 
~,I.. H I NOTON 

April 7, 1942 

I am looking for~ward to seein£ you a t 
lunch on Thursday . 

• 

I 8Il1 sencin& J'OU herewith , for your con
fidential infor~tion , the folloning : 

I. / A photostatic copy of the memorandum 
prepared by the Bureau of the Budget . 

II . , A copy of my memorandum to the Pr esi
dent . 

III . j A series of tables , lilich you may or 
may not have seen , showing how ?re ar
rive at the so- called "gap" of ~11 
billions . 

IV . v A copy of a memorandum of a meet in~ 
which took place in l.!r . Paul ' s offlce 
yesterday . 

V. ~ A DepartDent of Commerce memo on rationinK• 
I woula appreciate it, after you have read U"is 

material , if you would return it for my files . 

Yours sincerely, 

,(r , \','alter '1!. Stewart , 
Institute for Advanced Study , 
Princeton Universi ty, 
Prince ton , r;sw Jersey. 
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TO PUTIU Im.A!IOI J. IWI PIIOOIWC 
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~mm+t 

b J'Nid.Uat m-e4 1a Ida JNd&et ....... that. •• 

i.Dtecr&t..s PI'GCJ'• • • • • w1l1 -ble • to n-oe t.be wv ertwt. 

wi\llalrt. .sq_. ot 1Dtlat.laa. !bU 1e a dUt1011lt. t.ult, Bllt 1t. -t. 

be ._ 8Dil 1t. - be ..... 

b U.. tor •• • i.Dt.acrat.e4 .. GCJ'M 111 bare , Iatlau

WT Jlrioa• are •• aal7 a t.bNat. bat. a raaU\7, b 1atl&U_,

Jirioa 1'1• 1• abooat. to deftlop 1ato t.be i.Dtlau._,. apit~. 

na lJ.aa 111.t.b t.be --•hl dawlos-t. ot t.be _. prootao-

U on procru, wv apudl.t.uraa incre .. rap1~. b 162 'td.ll1aa a:c-q£1l-iU 

tara e.U..t.a tor ftaoal ,. ... 194) , which wu racabad wit.b llkapUcd.• 

1lbc -• t.c wMica -co, appear• nCJW t.o be an 11Ddera.U..t.a. 8ada 

• ...sdaD poeat. t.ru• 1a ..,..,_t. G~Jand.ltvaa ..t. haft a w do>.ta 

~ 011 t.be -~· 
"-• larp • a "t.vea 'IM'III-• 

t ......... .. ,,... 

ro• dlariJic t.ba lU't,.... u an• bafOH 1.11 t.bh er ..:r ot.bar ooiiDt..,., 

rue ~ 111 bcNal t.o aooalc'at.a. Jlarilll tba put ~ 

-t.luo, 'IIIIUe t.ba _. PJ'OCI'M wu be1.Dc lallnellad, 1t. _. .Ull po .. 1bla 

to i.Dc.._ b nppq ol cd.rtl.11oa IOoda at t.ba •- U., loor ft baY8 

raaobM t.ba •t-ea 1a wh1cb oomwaiaa ..-. •oaftU'7 t:ba ovt.ai~at. 

of~ bhat.ri.ae. In otbar lJ.aaa, .....,,.,. 11u na""ed 1t.a dat'lld.t.a 

Uad.ta. 
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., • _. ~ .._ ~ '" .. a rtr« u.. •• • u 

~ ~ .S...SU. ...... !M M411W.N115-IIrllr "'"""'-• .. 113 -~aU. 

~ taooma m a ala u • .-J.e. _. tM ~ ....... ~11 

~ probl8a 1lb1llb - -... to ra... 
tM 11d.tul ... 1 2 0 ~ ........ , ., .. ~ 

-.-c~ aa tacn· w 1a ~ M-' flll191a& ~ la JIAI' L 411r1J1c ~ 

l.u\ ~ --..... 'DIU. "la ~&1ft fllliftJI& 1a .. 

bu 1JMOo lid ...... _ .. , ...... riw.la .... "'-· tile .... - 1a 

wap rata lD t.lll'll baft aMJcl t.o ~ iatlaU.~ Jlftl_... 

At. t.bia U.. ~n ll PJrdiDs batan U. .._. Iabar loaN 

a dmmr1 '117 Jt.eel _.lear, t• • s-.. lD pq 11111ab 1t .U.M '11111 

'be u. •£0" ... fflr..., .u.r ladwririea. a raJ. ....... --· 

t.ba1r -waet. aplne m A,.-11 ». 1942. 

!ba qnialt.wal bloJ lD ~ mut.ial h t.171.ac t.o 1 1 

tba f-1 JUl1 fllrthll' hGMIMI la pl'ioll ard pil'i\7 piWW\eo 

.t. t.u b1ll sr.n.diDs .u.u ln11• = srollt.a ID4 •· 1 •• .. 

s Mac 'betaH c-an ... Jllt.Jie.tld pcqa-' ell pe~.S.bl.l ,.._ 

nr'l f• -..allt.1Dc thJ taz JI'OCIW. !1117 ~ M rlnaahl. 

OtW) I~ U.t. 11&11 00 ;a.S.m of U1J Cl..t.aT t.e

--. eaar1t1mJ 1Dpen.U.w0 wt. JMil £11'0 .. '"'' w a111tt. the _,.,. 

a- w .u.r •• 

• 
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_,_ 

a~ e6 W l•W •••••••,• liMII ..... ••••'-'-~• a 1 9 ?m 

u.. ~ ii!W'.,.. 1llda u a1e w • a 'r • ...,_. u. ....,us.o ,._ 

pwa. !M .........,.u,a .._Sa pnrt I Silk U. ....._ ....... a 

~U.ao .~ ~ pn"uo wale _. ~ bpaU tale ... 

~. 

-'IPI*I u ~ u ... II' __ FF .. IIel' .., ..U u l'iAIII ... .,,,.. __ 1\, 

t~~;m#t..•, anat.a aMit&=·l pa 7' 1•1 ,_-. .... IDVIPMe 

noppe4 ~ •• ~*"' o6 Ule I , • ..,, WI'II .. DI ........ ~ u 

ab801'bed "' liooal -· 11ooal •o.oare• ~ be ottoatift .. 

lq ao .. ,.._, .... wwo, .all ~ -..a .., tor tuao 

liT il•·--.. 111.11"111 tM1I' 1lh--••• Clilll' a-1' 1 - aoUao on all balt.o 

- n.p t.111o :IAtlt.U~ oplnl. lull ..U.-' •,.an oeorit1_, 

mt. u. 1111e1o ,....,. au be .....w 111.u. •Una .. ·• .c~ nl1ol u u 

1o ado ~ lllHI' taa.t all. ~no _.. J"Ntr1oto4 at u. 

- tW ... wt.tla tile ..-wn po ... ,.,. tdnooo lio ~ ol 

u. .......... . 

..,. a ... ..,.. ..n ..-... ~all' •--•,• abrlwtell' ...... '1 

101' ~ • ..,~ ...... - ._,., .......... ,_to~*' ta. ._. .. .. 

t.ret.iao 1o uo11o1 t.bo -lrii&:WODII'-IIJ ta pat- uta •• lee'"Miao ......,_. 

lhotc>m l!rO--· 
AD 1At,ocreted ent.1-liofiat.1~ plOCI'M pro.-ted 1A t.lllo 
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-' ._ .. 11111f1dll a11lilr ~ tit 2 2 I ... 1dll -' U. 

.n. ldUIII.e, 111.\-.tl.- , .. u.- ilftwll- Ull Jl ? 

perie4, 1. •·• iatlats= J Jri• n-. ~ a ...-.:r• w.U1 elMtiU) 
• 

t.be --"7J e11"•te )lftUteaiPIJ f..U!)' U. ... lldritJ liW 

t.be .,,_. ... • till ~u., ... u.. \o u. ~ , • .,1. 
tha~ • wa ~.rr.n; u. llld ••a elocu 1llU an ep1a appl;r •• 

• • • • "'" lit u.. ... too late •• 

Regraded Unclassified
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! .,. , ('' • -·· =..,. 
• .t'..._ ••• t.· . 

.... h ............ 1 'Jp .. I £ beeei'N MtiPP ...... ~efta. 
\'- ., .... le ...t' 111 "' 1 .. neel., .,. ' a ,,. )lllrlee .,. .., 
~\ ........ 'lila ....... 1 I PM b- IS U ... p, 
Jft~ le PI liSP e6 l ,. \ U\h tl?o 

r.n.e\1~ ,.. .. _. h Pftl,., 1\e ,...,... .. ., ..... ..., te ••• ael 
lr tM -"'' \e ~~~~\We 'IIIU 'M a hWII• la e' 'rr t -

•·•·· &a • ,. t ... ..- •• • • "'u ..... .,... - - ..., 
..SlMle ~ ef ue •' ..... •• raM a\ ,.._. ,.._ '11M 
-' PI laf1a\l~ JrP? .. U Ul r II '*Ue• PI tM ..... , ........... - ................ h...._ ........ ,....., 
wua .. c .. .._ .. " • -u&ell. -.. e sec -t,-.. _, '"" 
trwetec. \lie lafta\l~ ,.._ wtll 'M ...,., UD-15 "1Uea fw \lie 
ft.-1 ,._ ,,..,. 

... t.n.ette~ ... nl - .. _.., •Plr ......... ._ ....... _, .. ... 
lft\el ,....,_ a\tedllec all lefla\leaup ,.. .... a\ t11ot - tt-. All 
............. \1 ......... , _ ....... ,... ... ,_ - , .............. , .. 
IM 1\et will lillfftMI ~ le ..... _, .. la_,.e -Mil fw , .. , etllotre, 

file wwecr• ,.._ ... ._. te ,, .. ,. .. " ~- Pltw tiM _. PI \M -· 
• ~· ..,., te uate ,......,. - w ra\el w ... te ,_ eata ........... -
PriMe, •• 1 ..a lalarl... :lleeal ..,_,., _. 0\ller Clee\ftle. 

A, PIJGU • lft.&llt. '7M''' AD PRODJGD:I• 

helM Jl'lM Mlll ... .-ralt, e\ PUb\ ae ef Api'U ,, 
( O.r\ala ecrlftlwral 11 fi\lee ,.,,.. -• • ,..._-'-" 
_..,, hchla\lee a\ leee \MP uo ,..,...., ef parlt7 .,.. .......... ,.... ) 

lleh prOYlelee fer rr'll•.-•• all,.._, ef re\all, 'llloheale &M protuer 
prteee, prleel,ellJ' -, 'MUbc re\aU prleee rScU &M ...,. .. ,. to• 
""11""••' ... '"'-·· ,.. ........... par\lJ' '117 a4J ........ ,, .... u 
prleee te .,..tal -· 

l'rntte tw e\bale\lec '"'•"•• ......,.... w.e.usee ,..., ,...tu\loe wut .......................... 
lepeal •• ·- .. ,... ... , ... h\el7 .................. ,... .... .... 
plee et ecrl.Utval II 41\lee 'Mlew U O pwe•t ef pui\J'• 
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,. r Anh'T tllnnaiW ,a- .,S.. -lUI• 
u.u •• ...-.... u4. .. ._ .. 

.............. 
6. W&Uir11111• .. pd II a.,,_ 

.. ..... "'"•• .. - ... , --··-··--.. ,..._ 
.-.,.a •• 

. ~ 
e. • •• \M r~--uu-. - Sa LL lr709. • na1n at a•es,. • ...,,_,._._,~w• 

e\•ks at t- JI'Pd...U a 1- \line pan\f• 

9. Ya:inhUw --~- l»r A 1 '•I all r-'P ...Ud M • ..,_._. 

(..,_PI til ..... \a 1'1WPI lloiM'•\ rMldaaUal ..... Sa 

1 I ~--Sa paupaaioa"' C.P.&.) 

L ''AP .D SALWIP 

1. hune aU buio -en IIDd Nl.., rnMn u of Ap'1l ~. •• zt•na rn\PI 

~"' .......... 
a. IIDdPr 4D ~a • llav• _...., adJu-.\a Pllll' tw 

bMlt~ ....t etftal.-q0 ba\ .-. \1111:1.'1 u. panU.l• U.\ .u 

-en n\na below 4D ~· aa.ul.4 -~ -• up \a Ill 
..u. 

b. Jlullal\ boltri.clula \a o~ \a cpal.U)- .f»r bJ&"r...,., 

nalu7 rnw tiara- PI 'i•.,. v.ut• \a lllP=' raW~· 

\ 
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•• ra ....,u.lllll •a••· .-..... ta .. , .... ,a.. ••Uol, ,. .... , ...-
,.... M.Ju'-\ of '--la .... ul Mla1'7 1'&\ao ..... II() OHM -

llov Ia wr l..._Vlaa ,..~-·~ M •~• .,. re\ala u .... 

~ ........ 17 if la ..... 

love of wrlr &114 ..... u .. , 

a . a.tala \M llo-brv -11: p'I'OYleloaa of pr•••• law at '"lan 
~ ,.,...1-\loa \M\ Ill..._.. alaall M tM MI'W\l ...,.~~:walt la 

..., latu\rl... on.. ...,ria: ,... for tn4118\1'7 ta ,.,.oral lillcnalt M 

,..,., ... •• raoltl:r •• lOAiol\lla to a 111-IIDv Mola, 

-· Ia all ••••• la whl.cb ~at of u .. all4 oao-balf a-.o Ito bova 

h -.te, ,rnlte that \ba u\ra -t abo•• 0\ralpt ttH .... u 

M pelt oal:r la .... boU.o of a apoelal oortu *lab .,_, M 

"'"-' -tn afwr tbo ...... 

l110o'GI'aae )- or 4-ebtft ooora\loa ; &J)pl'OYO ~·' of aoproprlato 41ffer

aatlah for atcllt writ vua ......... :!' to IOOUJ'O labor f or 211-hoUJ' cr.>or.

tloa. 

O.olaro t u \ ••htl!IC ...,....,... .... f or eolloatl•• N.raalatll« llo\ .. oJO -

plo:roro ..,, .-plo,. .. a ebO'Ill4 \o ael•telaot for tho 4UJ'attoa of \U ..... ( ' ) 

c. nscw. M.!A:.lllt&S 

:Ou t> .or \ tho pta41~~& .,.7 b1lltoa tu pr opolllllo of tu Tl'tonr7. Ia partl..

l ar ~ profl\ \axoo no propooe4 oro ao • •••• \lal DAI'\ of a ooa?I'OhollllYo 

aotl•lllflatlollAI'T pro-. iileq11nt e\lffoa1ft4 of oltOOIO profUo \ax 1A 

llou of profit llatta\loa. 

A44 to tho proooat tu '11111 ttooal a euUJ'ol 4nl ... 4 t o r...oh • • • p,..... 

ouolnc powr. 
AltorutlYo .U laoroaoo tM porooaal lDCOH tu .Ji•lcl b)l' a'llou t , 2 

'bl lll oa per aaaaa aboYo \ba poa4tn& TrooOUJ';r uropoeal, ant ... olora t o 

ooll M\loae \br~ \bo f ollovtac proYleloaoa 

•• ltotaoa oDnUou t o .a ,ooo tor aarrhcl aDcl ~o;oo t or 

ooroo1111 all4 \ba clotu\loa tor a cloooaclont to >2'}11. 

prooon\ law tbooo aro t1, 500, 17,a, an4 ~Uoo . ) 

-· Tu tho flrot ~ of aot ,..,...'11\o taooH e t 1;> ou-t; tho 

aoart t 'iOO at 16 JH'I'Iaat; tho11 follow tho rat .. prooosot l>J' 

'l're&ftl'7. 

•· a.~ ... vt\bbol4lac of t~w tu 117 eeploTOr• u4 otbora, otar\

lB« hl:r 1, a\ tile ra • o of 12 poroMt. 
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4. ._,.u,•w .-pat•rr 'llenowtac •• a oUUac -.l• tar \U 

~a\o •• le-·- ....... ,.. .-.~ ...... - ..... 
~ \e 10 .,..._, at lulu \U lla'blll\p \e _.'a 1 :• 
wUII ~e .. \llaa a ,ooo .. , Maaalo ...... , t• ' ,. 1 .. • .. _. 
lllper •-••• le\ \lla Mad e ~'Ml a U.llalac .,..._\ace at 
\lie \U lla'bllUr. lor ·--• ol UO, OOO (I) or •ro, M '-Ao 

-'Ill' 'be cteaa. 

Maa \llo boll4• pa7ablo ••• • ,.,..:~ porlM al\ar ..a at ..... 
Prn14o -"iDU7 lor '-'la\o rat.p\loa ot _,. w ato 1a -• 

ot llutalllp . 

Al \ona\ho 11 Loaeo Troa..,. 1Doo• \as pr oMoal -""•sM· lao\1-
\ u\o a oopara\o Unl..,...l laelac qo\ea tar all hUwtft&lo wl\11 •-• 
alloeo $500 ( olaclo) , • 1,001> (I•Uloo). Wl\llllolt 5 ,_ooa\ at •1a 
laoo•, le .. a orMI\ ol U5 tar &Mia -Mr at 1•1171 cl•• _,. '-'• 
tor - • • wl\llllolt. (AtJu\ tor wrierllM ••••••>· · 

la\ro4- a ro\ail oaloo \U wl\11 •-p\l oa ot oor\aia U t e -•Ulu, 

nob ao aUit, woa4, - ..Uelaoo, a\ a rate ot 2 .,.r_\ ...,. ..... 
Jul7 1, 1942, ot 5 perooa\ Ja~ 1, 19IIJ, 

Kooo .. oDl earl7 l oclola\leo ooaoltera\loa ol \be propooot $2 'blllloa Setlal 
~onr1 \7 l'rocr•• 

Jlroot oontrol oil 

•· Jnen.tory a..-.ela\toD. 

'b, Cono\n•o\loa ol buolao01 J'\Ut an4 o~ul1>01011\, 

Cro4l\ 

a, Llalt lnotalMa\ ooa\rolo to DO..-ratlono4 ji;Oodo. 

~'l>r\hor • aao\lrU lor taolll \a U nt; pro4'CICtlOII, 
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:; TR\CTLY CONF\D£NT\Al 

April 3, 1~. 

'J:r cleu !h. f'lou14nts 

You uUcl ae te let roa bYe toalc~t a _,...._ 
011 the ooet et lhl-c •4 aat o~a£~t to be 4ou a\nt 
ll. l aa eaeloala& well a ae•rudu, tocethtr with a 
oUJ-t 1Ja which • han tried to lboa a4er thrtt dlftarnt 
aaawaptioaa approwt.atelr boa lbt eati .. tod deficit of 
~3~ billiofta for the eo-lac tiaeal tear .. 7 be fiaaaa.a. 

c.YtrJ'bo4f la tb 'frtuiU'J h la aare-at that " 
1hould oot ban a 1toae u.tvs.a to U.r the eeet et 
l hlft6 •• uarlt u pe•1lllle at the prtttDt lnal. Yov 
•ill notlet ia lbe plaa propoa.a •• ban aot llalt od ov
aelYet to Ciaeal Mttvrea fe, WI ao aot belltYe that 
t heal • euurtt alone art adeqvah to •et tha altutloa. 
l f we adopt • procraa of atriot ratloniae, which we la 
the ire.uury atrofttl,y fal'or, tbt -llllt ef IIODIT anilablt 
for Federal borroahag will be p eetl.J la01'eaaec1 anc1 it will 
eo~• fro~ aourcee that will not be ia f latlon&rT• !hla will 
ver; trtttl,y 111041rT lbt cl l.Ylalou ot the ehart bert pre
sented. 

'Jhere art ra41oal rlata or dlffertaet betnlll ow 
c;,nclul0111 and t he .. o &aJ>ol cl Salth'e r;roup, u 7 0 11. will 
notice by reacllDt the aaae•ed outlla• aad cliacuaa ion. • 
h ef at r ollLlJ that lt woul d be a lll•t&k• to 7 ltld to tha 
clamor fo r a aalea tax. Ra ther we tblak the rel'eaue bill 
• ill eontala a aalta tu ualeaa realat.att to a aalu tu 
la £rea t l y Latenalfitd. ODe 1'er7 cogeat reaaoa &£a1Dat 
con•enti~ to a aalta tax ia that " tblak the etleet of 
r oco-nclin& a aalta tu 1101lla bt that CciJli:Pell aovlcl 1111 
tb • u an ueu.u to .U.t V..tlo cute i.a the U.ialatra• 
tloa ' a proraal• tor laer ... u la peraoul ud eorporato 
i nc ,_ .. &II protl ta. wi tll tlle r .. alt that - aboald e•t 
no 1:1re renaue bat alwplt bne ablttod t he eovee ot 
rna1111e to the lower ill .... grovpa. 

• obJect on tbe aaae c-oVDda to lo•erla& the per aon.l 
neaptl.ona and .. hnt lll allld that the tnlcal Aaerleu 
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~ T~f"CTL Y CONF IDEt1T\Al 
tully doea DOt ane on u lao- ot $1250 a J eu 
or leu, Uld that a - with a $750 iaoo• alrea4r p~~a 
$139 a year in Federal, atato &Dd looal ta~ea. 

i.e alao, aa rou. will •to, a ro in atl'ont dlaatr••
llent Oll the propoaai to f rMIO 'af:Oio whioh WO thllllk 
u.nnecoaaarr , t.practical and oxoeodlP£lr dantorou.a • 

... 'bollno that the ar at• of 10lat&J7 aadnga 
throu..:;h the nlo of aJ' Ml'lll(:a bon4a and ataapa ahould 
be eontlnu.ed and ahould not bo eo;aplleahd or dubor.a 
at thia tLDe b1 all eoa~ulaor7 •••lAo• plaa. ~e aro 
ln&!J.61U'atin& a 111taa of qu.otaa which we belt.n will 
ruu.lt l a pu.a.blng up the aalAa of ..,. a&'flJa61 bonda to 
a blllloa I MDth b7 tho OM o r Julf. lie will On 
botwaon now ua Julr 1 whether wo o&D roach thle ronlt. 
Both Wr. talth'a group an4 OQrael'fea WIDt t o got another 
$6 bllllona !Jooa n•illga. tie tool that .. han u o:r
celltat ehaaoo t o get It through tho 'flllateor •tboi an4 
that that aethod 11 much to 'be proforHi. 

The otdfa of tho Eu.dgot , OP.A an4 tho Troulll'f will 
worlr coatiau.oualf f roa now atll .. edaoaclt.T • raia.& 'Ibn 
WO will aeet agaia and 100 lf WO O&JDOt &&t I olOIOP 
• • Una of tho a.iDda. Tho tact that rou otatod at Cabinet 
t hat rou. did not propoae t o do &aJthlnt t or throe ... ta 
cortalAlT abou.ld .:he all or ua tiM to gin reu a oo.
prebonaho plan. 

Slnoerelr yolll'a, 

Soorotary of tho Troaaury. 

1ho Prnldont, 

1he i.hlto liou. ... 
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STRICTLY CONf\OENT\A L 
April J , 19112 

Durtl« the coatRc fiocol r.ar thoro will bo at . l ... t •10 
to .15 blllloao of aoaq 1& tho pocltoh of tho pooplo of tho 
Ullltod Sta too with aowhoro to CO• lbat oao n do to Ito .. thot 
ourplu purcbdlac po .. r froa drlYliiC up tho coet of linact 

!'hlJ!C! !'hat lbo'llld h Dou low 

(1) ,.. ... , the prloo c.lUap of oo ....... r &ooda, terYic .. 
&ad re~~h a£ cnzrrat lt•nla, 

!'hit ehould be tho flrt t e tep, It 1t aot 1a 
lteolf to~ but lt aa ••••atlal part of a coaploto 
procraa. 

(2) or,. the opeedz taactaoat of the oatlre J4&1aletrat1oa 
•u procr•• 

!'hla $7.6 blllioa procram lt the aoet that .. caa 
t:rptet to cot at thh Uao, It h a belancod progr .. 
wblcb ohould haYe eubetaatlal effect ln roetrlctiac 
cou v.aer .._... 

(3) a.J.arco ecope of ooclal n curitr b•etlto &ad lm 
td41Uoaal aoclal neurltt taxM u propoeod br the ProeToat, 

!hio will reduce coao-r d.uul parUc'lllarlT la 
t),e lawer laco&e leYelt without haY lac adYaroo offeet o 
to be o:rpeetod h'oa other dnlc.t d.lpplac 1ato 1ncoJUt 
cloto to the eubt1atanco lnal, 

1D. fltcal • 
!'hio will heYo a tubetanUal effect 1D roduc1ac 

co .. UIIer purchaliDC ponr booau11 the bis lacreue 1t 
expected to coae froa the •ac• ...-aor throucb tho uwl;r 
d•••loped plan of Yoluatarr p&Troll •••lac•• 
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!ho ~ billiono of outohndiiiC corwuaero 1 erodU 
obould b o radueod b7 turthor rootrictioao of credit for 
ooaeuaer purpo•••• 

(6) l ncreaoo aco o of ra\loal 
poooiblo 1 COiliUDOr JOodO wboro I 
t o di'Y01op. 

to COYer &I a a 
o.zpoe\14 

Batlolllllc of goode oa a broad oealo 1o c1ear1T 
illoYUab1o if thoro h t o bo IJIT\Mac lito n fair db
tr1 butiOil of COillmlor 100<11 wbieb orlll bo aYallable if 
tbe war d.aand lntonoltloo &Jid oxlot iac otoelto aro 
depleted . Bat1oJ11ac 1o fair. n aaltoo 01'a1loble tho 
11aitod oupplioo of aocoooarioo of l ifo to poor 0J14 
r i eb alilto , 

Thio would not be a oubotituto for all r a tioniug 
of coodo, but it would olia1R&to tbo Dood f or tho 
ope oific ratioDiD« of &anT coaaoditioo. 4da1D1otratiYo 
problco aa1to t hio a - thr f or coatiJnaM otud7 rathar 
than for t.mediato actioa. 

!hiDco !hat l houl4 10! lo Done 

( 1) 4 , ... oral retaU aaloo tax ohould be otroyy oppooed, 

fho lower 1DCOaO JrOI:Ipl a r o alr-.4¥ d1aproport1oD
at017 taxod, fho oaloo tax would upoot price coillnJI 
aDd t-oJ11ol7 iacrouo tbo bla.rdea of tax adaialotrat1oa, 
Olllooo aetlYo otepo aro takaa, a 10111ral ool oo tax orlll 
bo oubotltutod i D tho curroat tax bill for part of tho 
laeono taxoo aow propooodo 
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(2) b e•• taz euoopUou tboult lOt be lowered, 

Perao~ exe=ptioDe baY! been lowered twice ta 
tbe lae t t wo 7•U• ud tba lDcreaee ID the coat of 
11Y1QC i e 1D effect lowerlnc thea turtber •outh b7 
•oath. C.Z.taW7 the alret.41 beaY)' tazee ou the 
loa-lac•• «J'''IIp ehoul4 DOt be turtber lDcreaee4 
Wltll t he Y&rlou loopbohe .. OUDtl~~t; to about 
•1 bllli oa In r aY...,. are cloll4 b7 tbe Coacreoe. 

-
(3) ID for. of eoeP"laorz anl!!c ehould be eD&Cte4 or 

propooed at thh tU.. 

It woul4 probabl7 deetro7 co~letel7 the YolURtar,r 
t aYIQCe plu .. ,. URdar wa-r. at leut eo far a• tba 
lower b.coae cro~~p o are coDCerae4. It •l«bt w ll 
r..ult In for cl ug l .. e41ate rede.pt i oa of a Yer.r large 
preportlon of the •s billion• worth of uatted Sta te• 
earluge &Del defun .. honda aow outotaadlac. 

(4) Propoaal to fro••• wac•• ehould be ltl'OD£1Y reoiated, 

It would baYe a dioutroue effect on aorale, would 
bo c roul7 UDfatr, aDd would be diecrialaator;r 888illlt 
wac• .oplo7 .. • · I t l o uaaeceoear.r if other etopa are 
taken to otab111•• tbe coot of 11Y1QC• 
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A P1!00JW! '10 CCI!T!!OL '11!1 COS'I Ol LlVI!lG 

(Diecuooion of 011tl1ne) 

Jew affective steps have yet boon token t o deal with t ho 
riling coat of living. 'le.x increaou a.t the rate of approxi
mately five billions a yoer have been i~poaed but prior to 
Uorcb 1942 wore onl y partially reflected in funds available 
tor conoumor exJ)endi turo . Sooe price ceilin>;a have bean 
impooed but their number end importa.nco have not been such 
,.. to ('!feet the cost of living oubotalltially. Conoumer 
rattonins is no t yet in effect. Ac tion to control credit 
baa not yet been fully developed fron tho otend:J>Oint of infl&
tion control. The ;>roapoct of short ll(:eo Md hieher prices 

I probtlbly !lao done oore to stiallate price incroues than h&a 
been done to counteract them. 

1. Thin~• that should be done now• 

1. Price ce ilinga 

!loa t of tho t h1nea t hc.t abould. be dono now ere for tho 
pu.rpooe of r educing consumer demond. .A.lone with all of theoo 
it ia inportant that the coat of l ivin~ be atabilizod by fix
iDe price ceilings at current price levolo for a ll goode end 
oervic•• · In the absence of general price coiling& the price 
oituat ion will boeone very confUoed . Profiteer• will take 
advantage of te:Dporary shorta<;eo aod 1run11• on goods for 'IIllich 
obor~eo end higher prices r.ro cnticipat ed will be atiliUlated. 

It h too auch to e.xpect th:l.t pric .. CNI be rigidly frozen 
with no flexibility whatever . There ore calatJustcents aoong 
pricoo which ::uat b e corrected. J'urtheMOro, ao:~~e prices ~~~Uat 
be e l lowed to rise if goods are to b e produced a t all, unle6& 
exteneive ouoaidization of producn• h t o be proYided. 

Row ever, if appropriate ceaeure• are taJcen to r educe 
conaumer demand it should be POttible to aot price ceilings 
in such " mnnner that tho coat or living will not rise more 
thM per haps 5 pore en t o. yoM . Expor1ono o boo shown t hat 
price control can be orf octivo. The Office of Price 
4duiniatrat1on 's analyaee of t he Bureau or ~bor Sta tiat1ce 0 
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wboleoale price indeX abowa alJooat Co>~plete aboenco of riu of 

to1'1!lllllY controlled pricea between llar<:h end Doc.,.ber, 19111 , 

whoroao uncontrolled pr1cea have riaen fro:n 100 to ll7 percen t. 

2. freaaur;r t&x proq4:12 

!he Treaeury program now before Consreas proposes t ax 

increase• to proc!uce Mli\IAl r evenue in exceoe of 7 billion 

dollar•· It is a balMced prot:ru bnaed upon abili ty to ptq 

111\d includes dra.tic increaaes in individual incone tax rates, 

in corporate t<ueo, estate end gif t t<uoo, and in exc ise t tuea 

on luxurho end ocarcity e;ood• · ThiB program when enact ed 

abould have a rJ.batontial effect in restricting conaumer de=d 

and tbue controlling tho coot ot living. It will not have MY 

aubatantie.l ef fect until H is enacted, aince diocunsion in 

Congreoa roams over a "ide fiel d onci lenvoa tho (P'oatest W\Car

teinty aa to tile character of the progrc::a which will be 'Ol'itten 

into l nw. 

Joey aubstontial chene;o• in thiu pro,;r11<1 propoued by the 

J.cl!oi.'liatration would further gT81\tly contuse t he a1 tuation, 

delcy enac tment, and on these cecounts Mterially incnaae during 

the interval inflationary tondencieo . There in little or no 

prospect of increaoing tho t<u yield beyond tao Mount aoltod for 

in the Treatr.ll')' prograo. The proapoct 1a rather t hat ony detlll.'ld 

tor a chonge in tho progrc::a now wO\lld only result in a tax bill 

with lowered exemptions nnd a oal os tax nt tho exponce of the 

propoood corporate ond individual ourtaxos. 

3· Social Socurit'( ProgriUII 

Tho enlargement of social security bonofi to, coupled with 

"'' ilocrooao in aocbl oecurity taxeo in t be amun t of c.!'proxi

antely 2 billion dollare, .,ould hove a decided effect in reducin4 

consumer demon~, par ticu lerly in tho lower income levela, with

out ~vin« advorao effecto to be expected fr~ other dovicoa for 

dippin~ into inco:>eo that ore clo"" to t ba w boiatonce level . 

Congrenional conoidO!'dion and paosa,go or the pro;;r801 ollould 

bo pushed ~eoaively. 

1!. voluntary war 11\'finl<! 

Tho posaibilitieo or additional voluntary eavinga tor tho 

purpose of restricting conoumor demand thr~ tho oalo ot war 

oav1nga bonds hove not boon by any meMO tully axploi t ·ed. !n 
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offoct1vo oreonilation bao been built and tho e:a:periance ot 
Deco•bor and J anuary indicatoo clearly that by pu.r~ payroll 

allot.,..t and quota aot bodo oaloo can bo ir.eroaaed to a l ovol 

of spproxii:IAtoly one billion dollar• a "onth, or an inere&oo 

at tho rate of &pproximl\toly fho billi on dollara & year, wh1eh 

will have a very dec ided &!feet upon coniUIIIor pu.rehaoing power 

and ohould be a caterial !actor in i mpro•1ng t ho price ai tuation . 

5· Creel. it rea tr i et1one 

There e.ro now outo tan.di l\6 ooco 9 billion dolliU"a of eon1NIIIer 

erodi t . L.'ucb eon be dono t o cut down thh oourc o of conaueor 

buyine; by extWtding eo~ tr ol s alrol\d,y authorized by law. l:lotru.l

can t nol ltng of consumer' • e;ooda, book credit, l oana !or con

uwop tion purpoaoa -- All of which beve tho effect of i ncronaing 

the do::>and for goods and thus contr ibut ing to a r h o 1n the coot 

of liYin& -- can be draot icall;v curtailed. :Ssnko,-o o! tho 

nnt lon have ohown great willine;neoa to cooperat e wltb the 

Government and it is belioved tho;v wil l be wi l l i ng to enliat 

in an effor t to ~ooo credi t cont rol s that would hel p br ina 

about t he dooired c ontr ac t ion of consuoor credit . 

6. Rati.cming of cooda 

l e hAve h&rdly beaun t o feel tho illl)>ac t of shortaeeo in 

cono~C~or ;;oodo. This i'1pact hao been del~~¥<d b;v the availabili t y 

of le.r(;$ inventories Nld t.."e f eet thet war produc t ion has not 

:ret b)' any meMa r eached ito full peek . Rnt ion!ng of t;<X>da on 

a brood ccnle ia c l early 1nevi t nbl e i f t here i s to be anything 

l ike a fair distr ibution of t ne oupply of cons~er coods thnt 

i s to be a vailable aa the war do=nnd intenoi!i ea an4 extating 

stocka ere de~leted. Rnt1on1ng ia equitabl e . I t imposea tho 

seeri!icos of war on poor and rieb a l ike . Tnxeu ond other fiscal 

:nenrurea uaed wi t hout rotioning lenve t ho r i ch fre e to conswne aa 

they olease while the poor bear the burden of t he abort~•• · 

The rationinG procram mus t move r apid l y. The diffi cultieo 

nro 1.\dmittedly great , but the J ob rust be f aced. In ea tobliob

L»& the cachinor .t for ra t ioni ng it is probebl e ti•~ t time could 

be oavocl and duplicati on nvoided by the ox t onsive uoe of exht

in;>; e,goncieo or the Covernment. These CO\lld be aupplooo. .. tod bl' 

tile llllCh wlder use of •tolunte.ry effort now f r enuon tly employed on 

O.'tt orpr iee a thnt nre mere outlets for pntr 1ot 1c oner1:7 but con

t r ibut e ver y littl e to the war effort. 
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7. ~ot•l ,~,onditure limitati on or r~tioninl 

It ,r.oul ~e ;>o<sil>le very gr ••U:1 to sJ.n:>lify the ;>robl• 
of r•tioni~ bv • n over-rll pl~n of l l~itln~ or r•tio~i~ totrl 
, .,onctture by 1ndiv1e u.•lo , TM• could ~lmost cer t"inly be 

..... lied t o tJ.t'l tott"l ~oo\U\t of c~ne;v n!)ent on CO"'lrtodltier th-.t 

•ro ,.. ee.ritiu of life " nd ;>ooeibly t o the uonoy •pent on r ll 
oo~r Pn~ r~rvlcec ~?r \aich sbor~~ec r re ~ntiei~~ted. ~en~1-

t •Jrf r ... tii)Dil\_ 'oul.~ hrve t .'ljO> double ef'~ct '!)!' conetrvi~ r\zppl~' 
,.~ 'ivPrtin. fundt , \'hie:. \ oUld ott.tr\ lee GO into consu:ter 

e lf'~ i tu.re , to 1nver tmcn t in Gover nrumt recur1. tl ~a . Ad.-nin1e

tr· tlve ·Jroblemt lll"i:e t h l 1 ,. :\f'tter for continued a tu.~v r Ather 

tJ."'n for i .J !!di~ tP ... c:~ion • 

......!~ 'Jf> 'o~.;~l to obt~in r ~u.bst• nt1 .. !. or f'VCn n&.,jor .,ro
,orti'-'D ~f ... ;~ 1. t i ? . ... l ?•f er .. l r"V"nUf' 'M .. 1 ~ ·en" :-• l l'¥1' t: !1 
t'l"'£ t ... :!. : r') :n .. l t, h.cr£:: .. -e t:.,. t.rx 'L1Jr·.en on tt:f; ,.,or 

"'tj .i.Ol.; ·..,\1 t1.e our.:e .. on t~~ Htl.- to- ·o . ~-.e :.11\e:- i:r.eo.t!' 

\~Ua ... r~ ~\r · ''-·i:: ro,ortt?n .. ·t~l·· ·""vil~"' t..-::"d: t~?U...,.

r \'.o;•l .e1 • t• .. et 'r.d -,.,re ec-,!Ci ll:,"' thr0~1\ t t"' t e "nO 
loe·l t .. ::Ee ~ • .rt viol~"";: t .. e rinci 'lt' nf .. bility to r•r. 

-:_c ~- ... r-"!. rct-11 •:--let trx l".r-r ?t . ..er uc..-{.v ...... t .. e~ :-nt' 

.. h r . I t \'O'.ll'- U""'r-e t .ricP c~ili .. _ .. .r.n. i nclu.ce \t!.l C.'*':ed 

"t 1 u · io r '"' e iucre:- ,.:- . I tr ... .,)rt rc~.t ti ''"'l lc lt:t 1. ·:t:;cel t ive 

for t~.e 'bur en of t'c'lni nirtr ,..t1on P'"l"' colloctiou \13'\l 1c i :: enrc . 

I t \o·.llf 1~~tro•"uce .. fo r!l of t ·:: ihtO OW t-.T rtructur t il."' t 

, ~ "..'!' 11 ~' to nulli'·· · n·· ·-·e ... rr o~ ~: ... ort ~ ,. COO:l.,l !!"l 

,. •dt .. ul i tribtt~i?n of t ..e• ~,.X bur··en .. 

i'n!.~t,. ret•.,,e rt~ t • r.- tr:<l!n, r : .. ner,..l erl•• t""!C ' ill 
·IJ., •:'lor!!C:. rr .,,.'rt o! t.'l~ cur rent t .. ,-. bill , r ntli t r.,. r venuo 

... t.1c .. -.r ~ed ti-ou 1 t ure:d ~, ··n e:·euRft for lO\ c.rin. t tl_.. .,r o,'Jr;fitJ 

r .. tr: fl'!'\ C?r t)!"r tionr "'!'. ic.l!.vt U."'lc . · 

• ? 1?• &r in.. · o! u r -o~··l er.~-- tlons. 

T .. e -,c r nonr l eYe' 1 tioao of t ,.e \ncowc t rY rhoult nl)t \ir 

lc.~ er tl ~ t t .• i c t1 o1e . ':'toy t'.t'V C 'bet n lo\ cr cd t"'ice in t::c lt r t 
tt o ve rs "'nC' ~r.e 1ncre."'rf!i 1n tne cort , ... liv1 i· in t .f .... ~ct 
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lo\ '"Ti:l~ t t.,.;n ... urther nont!r. lrJ c~""tt.. Ccrt!"inly the rlr erdy 

hN v-v t .. Y.t~ c on t h<' lo,·- 1neo .. le ..,1'8\\l aLoU.:e not bf! fur ther 

LJerct"std Wltil t .. e vr:rioue lo~'OI.Ol · r rflOWl~ "'bo tt one 

b1l.1on ~ ollrrs 1n r·v~~u • re cl? ed b~ t ~ Con~r••• · 

":'. ~ · ~·r~-tuct1?~ of .. n:r s¢1:.• 1,. of co""' ul-:or-· .... vi~ :- t 

t •. it_ ti:,P \Olt'..~ rob· ul·• (C tr"":f C? ~16!-tel:' t .. '! VOlW1tP!":' 

r~ vin,,; pl"'n n'!l~ un or ·.r·•, ,..t l er-r t r::o fr r l"'ti it rff.,etc t i\e 

lo,·er ~~co·.t u T•'J- r . ~ .. c vol untrr·' .,l r n to! o no t br,·n t,;iven 

~ cu.t!"icicnt !:· tJ:orou~ ... t r 1r l til Ju t!.!"·· 1tr l'l..;~lotl!.Jen~ . .a 

.,rr v l~ufllv 1n:ic· t l , i'& t~ oei:J,.. rt"''i:~-· evelo,ec! :--nd exo~.u:ed . 

'l~.err ·ro t> t .,rtE.e .... t ou.tstcw'1n_. l;ni ted Jte- t"e C(lvb~ a ,.,nd 

:eft .• I! bot~'~ uv1r - tot .. l r "~· t1on v~lu.e i n ~· ee1:r of 

~i~ ... t bi ll1ota or ~ollr rc . A co . 1\\l .. orr , , vl ... ~ . lr .• ni •. t 

• et: J,r-v,. t 1.e :-erul t ')'!' forcin , if;). cd.i ... t e r ed en ' t lon of :"' v.a z,· 

lr r &e o ro"')ortion ,.,!' t .. r:r e outtt"=.~in :ecurl t iP o rud to tl.~ 

t-xt nt t LI"t f' ll"J rut:l". r e(le;~ tioD occvr d !~ \·o·Jl.d n'lll!'·r tt.o 

e~ft!ct. of OO-I">ulf"lT:" c~vin..:. t-old ot .. er ef!ortr to r eatrict 

Cll .. f\.nr:. r c., :-16.-i t ure . 

• i.ny co 1 ul ror :r srvi n._t "ll"~ . ~o Qr- !f " Ctive , . .il\1. t Ct'!l')f. 

_n ... ;· tt. on.,. v·;· l'"'r-~ ee·ll' . .3ue. r 'Cl .. .. CL?O..:l n?; "e 

r' ~, Jt. ~ UUJ.• f'l tn" W1til t " volunt• T" ~:'!: t"tl , ~0 !Uilo1t<.': \ iU. 

ot.\ r ~e .. ! .ue:::: .rc 1) l'over l nrc.'erlU" t C: • 

.: eoic."er 'oei 1\,J '"'roas l '' 1nenuitr blr. , Clny r tte:ll _"l t b:t str tute 

to "ree~P . , ~e~ r t f>x:s t in... levele 'ould certC' inly n.~ ve r 

tl: .. r trou.a: ~f!'t-ct on • ~Vlic "1?!"1':~ . L .. bor n r ..... n i r:r tions . r- v 

1 ·~ r lot~...., rnd f .. 1rl.·r tuccetr:iul ·ri ... t ....... --inet- t .-:.!" t:re.o~t=eut 

'Jf .. 'll:l"U l ... UOr "'nd "leta.or.ftl tCrVi " C l'l! t COO I-OC.itv . A 'lTO">OCt l 

to 're~-,. , ... _ec r e. ~rdt. l .,bo:r r~ • co.:t ?~ i t/ rn~ 'lr0')01:etl to 

Lhcri..:ll.::rtc ..... ,.r·in. t tr,_.e «l)lo:r;.ea oy pl,.C11J.6 ·n crtitr--:-y 

., 

c illn,; on t .• eir \r.~o·'• -n~ i>:1 frilln. to '>l· ce ei-:;ll• r cell1J)4:s 

on inco!ll("t der t vetJfrom otl-,'\:r for mt oi ~'-t' COJJ.. .. l aervlcet , 11.1 0 l.th.-v 

inco-..~et. !:-o "' rof eorr1<m2 , i nco.,ee trQ:Il trPI"o r nr' t l .r t ic: .. cr IJ,.. 
l .. vrl£ of •r:Jo~l ~crvice !!'t::o~ ~a !ro:J, in(l.u .. trr . 

~l~.;e !rr"ct in~ 1a rn i m r:cticrl .,r o'lO!I"l . It l'ould. 

ro~;,.Ul;r not cch! r vt it~ oVJectivca t!ince ~ cultitude of 

t::c:~~ tio~-n \Ould t ·vn to 'te c:·" e ~or Qe<:irl &1tu:t1onc. 
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.. r~• ce1l1n~• would ho ve to be ~djuoted to mn::e nddi t1on2l 
rllo1rneeo for thoo~ •no ~re now un6tr,n1d , to ~e care of 
chrnJOc 1n t he coct of livinc , to mre t ur,en t demnnds of •~r 

p>'o<luc Uon incus triee , end to pr event rn undue rmo\mt of 
lr bor clliftine f ro'" occW>etion to oeeun• t1on . 

i'urtt.tru;le , 11' the cost of 11v1l\., 1a •t•bilized the 
. r1ne1prl ,.rcs=ure for \:r.;e i r.crtnrer \ill bl' ve ·oc("n removed • 
..... e LoOOd of lrOor to i m.!)rove it.c '"'Osition, \ hieu \'lr'P :>Jp-f r eot 
1r. t.he e:- rly strt,.ec of tr.e te:f'ente ~rOt,.TPm , h?r 1:-:-... el·t dir-

tf'rcd . L~t.or . .:~ c,;iven U;l t. •. c r1 ·r~t to rtr1J:.e . :.rtiorAl 
r.: C:...lu~ry c.tt t..rtn ost,:Jbl1$!:ed t? CO:.~rol \o r...,.... . ~ .. ~:-e £ee-...!s 
t? ~o.e no nec:C: ~or retti~ r cel l 11\.. on \t' oo#~l :-c .. :;,.htnod of 
rt ·~1l1:1~ ~n cost o! livi~. 

':Io"" Eounti o1.tjectiv~r: ?! \ f" e frre•it~ c:-.n be r ttclned 
O:J i.nroviu,. cxi<tiu._ _oc...inery for "' ~• r<'J~t<u<nt< end 
tt.rol.th e :f''orts to ecco!J!>lis .. , :- 'be t t~>r 1"1r:tr1t.ut1"n ?f 1:-0or 
tU' •l•• t1lrou.;c. incrE:~ted !'Ct1v1 t ,, on t he 1rr t l')f r ederrl E-n<i 
loc: l .. ,cncier. ~lrerO· cet 'J.'l for thifl ur.,ore . .. r t..:e detlf'ndfl 
u to t t.e ""~!'Pcent J .. o•.:ten t • .J. ve n?t Uec;1 cAcr.rt1Ye no r . ...P t 

lr:.or 1etn unf u.ly f..-vo r ed in t ne inC1'tr•~<' i 111 U!! trir-1 ;ctivi ty 
c~ \V!t-d l.t~~ tl.~ \'t'"r , ro rtt: . L,.bor l)l'Lfni~·' t.iouc .Jve. e;;o~e to 
.• r .. · t. lenc.tt--~ to eoo"lc r :- te in the' .. r ~:r·or t . In tt .. l s it'.J..!'!
tiotl t .• ere ree-nc not .... i no t') u ·rrPnt 1 l'O '"': l llf t:xtre..!!"l.V 
ou1..tf ..U v~lue rt bes t \ !.ie .. eoulc! not\. i...ter!Jl'et r·d ot._tr\iee 

t .. • t<: ol·~ in t .. e ! oce of l'\.oor . 
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»--cella ot U. CcmfeNDOe 1a 

Mr. Paul'• ota.ea, AFr11 6, 1942 

Tile a:roap tl'Oil the axlpt, "lar l':rocluctl.on BD&rd, O.P.A,, t11C1 

.lgrieul tare, an at U. gp!D10D that a tu aDd ~017 a&Ti.D&a 

progra ..ach u h 111dieaW bel.,. ~uld ,.Ul4 appl'GIIiatAl;J' 86 l/4 

bUlion dllriAI tueal 194.). '!be7 belie.,.. t.bat -t rwecl 111 the 

unner indicated, topth&r 111 th the pnerel JZ'OCJ'U 1nd1eated 

belaor, would be adequate to pre,..nt 1D.tlatl.oc 111 tba 1n1t1al period. 

It ~2 td.llioD additl.OD&l a -th could be rwed durin& the 

f irst 6 -th• of t1acal 7eer 194) thr~Ngb an agreaai,.. JZ'OCrM ot 

volunte.,. a&'rl.Jica 111 the 1.,... inc ... groupe, aucb u tha Treu1117 

1a planning, tha -t rai•d olni.ou.lT would be aquhalaat to the 

a01111t that thq whll to raiN tbrollgb aclditional tuaa and co.

pllleoi'J aarl.ng, But tha l!I"NP teal that the railing of i6 l/4 

billicn that 11117 would not do the Qoiclt becauaa tbq collld not. get 

tbe otber •1-ta 111 the preen., cbiaflT frHr.inc pl'ieea aDd 

r an te, lnl.eea taxa a on the 1onr groupe are inc ra&Hd. 

'lhq aleo dat1nital7 b.U...a that 1t would be ~aibla to 

aecure throlll!ll antl.-intlatl.CII&I'J <rol1111tlr7 aaTi.nga rroe tha l aor 

i n coM groupe an additional "Q/2 billion a aonth b7 Jlll,y 1 unleea 

the lMthoda uaed UDder the tera ""rol1111tary" " re actuall7 coareift 

to a certain a:t.ant. f'inall7, enc it it wre poaaib1a to raiN 

an additicnal Q./2 billiOD a -th throucb tiM tNuw7 progr•, 

the, ara atr~ oppoaecl to a aC)-Callad Tolunt&I'J method o! 

rai.sing the aone, whl.eh 111 tact would be coerein u coJIPUecl 

w1 th outright e.-puliOI'J sarlng. 

'lhe group troa the Budget, war Production Board, O,P • .t.. , 
and Acricllltura rac.-llll tba tolloring general prograa to 

preYent an lntlation&I'J rlH 111 )ricaat 

1 . heuing )ricea and rants; 

2. .Preecing wac• ratea aDd aalariaa; 

.), llrutic reatr1ct1cm o! con-er crecl1 t; 
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s. tbl $2 tdlllOil addiu-1 trca 80CI1.al -nv lni• 
{othem" addiUOil&l trca forced ..UC•>• 

6. 1he pr .. eat tax procn& .od11'1e4 to ra1 ... 111otber 
$61/4 b1lli01l ie u follGirel 

1 . tcw•riDC 1noae tu u.ptione to ~ tor 

3? 

ind1T1cluale, fl,OOO tor -.rrie4 pereone, ancl 
$2SO tar each ~Wptnclent, wbicb wolllcl ra1ee $2bUliCD 

2. ea.pllle0l'7 IIU1Dc at tbe rate of S~ CD in.,._ 
with a1~• 1Ac- Nnler"a of $SOC) or leN 
&Del urrie4 iA~ eamer1l of ll,OOO Cit leN 
acl.wle4, wbi.cb would. raiee $JbUliCD 

J, 1 war eCN..-ptioD tu ot 5~ to teke effect 
Jan\1&1'7 1, 194) tor the •CCDcl halt ot the 
t1eeal ,..ar, wbi.ch wolllcl ra1ee lll/4 bWiCD 

4. 100 percent aceee-protite tax !/ 

s. Contieeetian of all 1A~ &bon tso,ooo 
or ~00,000 !I 
Total 

$6 1/4 bl.lllan 

Tbe group t .. la that tbl.e intecrated prop-a, 1ncl.lld1AI the 
r&ie1ng ot the ecld1ticnel 86 l/4 l:d.llion 1A t1eeall94J, ie 
sll1't1e1ent to preyent 111 1ntlat1Cilar;r r1 .. 1n pric .. tor the 
1n1t1el period. ot that 7ear, ancl eonsicler• the r-enclatiCN 
aa on intagratecl procra tb&t ebolllcl be acloptecl u a wbo1e. 
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CONFIDENTI Al 

By - Arthur R. Upgren and Riohard 1!. Bi•sell, Jr. 

Purpoaa of the llemorendwa 

1'M purpoae of thie .....,randwa 1a three-fold. It i a (1) 

to indicate tba tllnctiOft of a broad synam of rationing u a dertce 

tor control.l.1ng upenditure and preventing inflation ae nll ae f or 

equating auppl.J and damU>d 1n particular ma.rkete; (2) to develop the 

general principlae llbicb ahould det ermine tbe fora of tbe retiooin& 

oyotem; (3) to outline a eat of provioiona which would establieh a 

general rationing qatea &albod;y1ng the principles referred to above , 

Tho central •concad.c problema facing the Federal Oovem

ment at the present tl..me are: (1) to maxi.mit.a war production by the 

diverai011 nt productive reoourcea fr<1111 ci'l'ilian actirltiea to the 

manufacture o! war goods ; (2) to aecure en equitable distribution of• 

the available supplies of conaWDIIrs goods, which w1l.l dimin1sh staacl

il.T u tba tiret problem is auccaaatul],J sol vad, 

As converaioo proceeds and as war production expands, act.l'

citieo o! corm..ro goode 1n relaUoo to tbe demand for them develop 

trca. the following circ:uut&nce11 (1) cirlliao productiOft .uat ne

caoaari],J bo reduced or halted 1n thoae induotrie• whooe !acilitiea 

are auoceptibla of convaraion; (2) evan where !acilitiaa (and labor) 

COfttinue t o bo avai.Uble, r aw Mterlala essential for tbe productiOil 

ot civilian goods 1a11 becou unaY&Uable tor tbio purpo .. ; (3) tbe 

curtailant ot import& and the increaae 1n leaa<t-l and abi..-nta re

duce tba auppli&& nf -ra goods &Yai.Uble for tbe dOMatio ..,._ 

kat; (4) tbe large incraua 1n con.sumere incoua would create acarci

tiea even it auppliu of all COft&UlDIIrs goods ..-in constant; (5) 

tbe curta.ilJIIent of upeoditure on tboae goods o! which tbe auppl.J ie 

reducad. or dioappeara eno~ 1ncreaaaa the d.and to>; thoeo tbat 

romain abundant 1n abaolute AIIIOWita , 

There are two objectiY .. to bo realized b7 rationing. 

Firat, tho 1•·iiate purpoeo of COfttrolling tho aal.e of any given 

c-.1!t7 is to liloit coaa.-r a purcb&tll to tho wpp],J that w1ll be 

&Yailable, giYOD tbo price aet rr- tiM to ti.M b7 tba Price Admin

istrator, i . e., it ia to equate aupp11 and demand in tbe particular 

~.an. ,. 
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arb\ \liOd.u- con.lide:ratloD. s.o0n4, t.M ~u purpo.e tbat ce 
be -.ctdnW b7 the wideapr.ad lf'Pllct.t.ioa at nt.ioain& b t.bat. ot 
lJaltiD.c ooo.,..r, upeo41t.UNe on tll thott tcaree ec-odit.itt 
llbiob an i.ll;lort&nt ~ 10 t.Mt t.hdr prictl .ue wbject to con
trol, t.nd t.bu.e COIIIptll.iD.I oontUIIIrt tit.ber t.o ••v• luger proportion• 
of their inoo. or to tptnd. th• in 1\lcb a • "¥ that tbo diatribut.ion 
of ot.t.pl.t ooaw.r CQOde will not be d11turbed. 

1'b! AYall&b111tz of Rat..1on1n,c t.o RMntor-ce Pbc4l Polici ... 

To .. t. Uwo wtll known. price probl• that b d•nlopinc 

r.. t.11o ..-s.n& uol>&l.ouoo bot- • 4l.w1mabiai ..-. oupplJ' -
eo exp·N"na ~ powr \here b w.lde ~t \lpOO U.e 
d..U.W.U\7 ot adoptio.& rl,....... tue41 poUciu ( tu&t1oo and 
borTolr1D.& N'l"i.o.p to clra1ft &WQ' exo.u .. ot p&l"C:b.uica ~r) to 
a'f'014 a riM in prlaa that eoul.d otbel'ldtt OlllJr be controlled b7 
P1'1oa-polloio.ao 

In the abstract tbe probl• or copln& with t.n imp.ndln.a 
1ntlat.ioo 18 eiJrplo. !he n•pon~ con.1et of tua.t.ioa, the borrowo-
11\& powr, m<l, perb&ps, the power to cocapel nYin&. Yet, d. .. pit.t 
tbe unlnr.al aueement upon the ettio.C-1 of th..ae dovic..e for pre
..... tin& inlht.ioa, n-o.nt n idtn« tr. tbe uperi8nce ot ot.htr 
ownt.ritt mula t.hat t.be probl• U MYu, in tact, •olnd iA 
UU. W¥• &at.bu, t.bt wi&bt. ot \be tY14eoc. ( ••P"ciallJt troa 8r1t.
&1A M4 ~) ia 1D I'UJIPOl"t. of ~ ..s. .. \.bat th• a..jor and prl..Mr:r 
rupmdbUS\7 tor the &YCid&n~ of ictla~ica t.U. upoa t.ho•• .adow
tld 111U UM 90'Nl" of ra.t.ion1.rtc• 1hb \.bq a:¥ not Uke, &Dd it. b 
no\ 1a\4DI:hd to ng,pn that. ti.ecal pollq c.&ra not. 6nd. eboul4 DO\. 

ftiPPl-.\ UM acUrlUN of tJM l'tt.1oau• but. t.hey aat. "OOplM 
\.b&t. t..bq caa ADd Prob&bl.T w1ll p.rforw. f.bia l\mctJ.oa. Wb.a t.l:l• 
powr \o oont.rol pricu b crant.N, and. llhc the diftieult.i•a 1D t.bt 
..,- ol de'l'el~ &D adequ.e.t• tiac&l pollq- are eo grMt., on11 tt!tCi
\.1 ... bl'06d u.H ot t.ht power t.o ration un cr.at.e th.e coaditiona c.
cet.ar.r for .tfeetiva price control. 

1b.t. .t.«t...nt. r..-t.• upoc t..bt e'f'id.-,.ee t.b&t lllb&t.,.t:r at.a
b1Ut..7 ot prlCN bu btec att.&l.Md 1ft O.rMQ¥ &ad Brit.&t.ft, tor a;. 
upl.e, bu ~ aec:urtd far_.,.. throq;b etfec1.1n U.M of tbt rat.ion
iac WMpOa tbM b7 tiaeal. -.uW"ea. In fact. 11.1c:h fi•ul .ouw-ea 

J.IJ ... 

_, _ 39 

probobl¥ -u""' ......, - u at!t.Un u ""'T- ,_.. ..._ -
0011, tor t.11o ,..ur - .. ot N •1a.W>& _..., S.u.d Ia --.. ""'I d.if\C\onbiiMI DO 1 ... '-ba ~oru.lM haft f....t \be 1aipoei\.1• 
ot an ~t• ft.lotJ. pallq, 1Ait.iiJ.l1, al.-oe'\ S..Oee1ble w ... 
t.Mre -.. tint ot'M-t.ed b7 r•t.10ftin& • ._.. .. ot W.. ~ -·· 
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'l'be t'it'tt. t.w- ot n tJ.Mi.t'l& 111q convenient.l.T tt. Oll.l~ 

~o £tilc!djc ID4 it. 1a now ..U ll:nmft u appJ.1ecl to •v.car, 
UrM:, ~~ .. , t.ad it W1U be ..U lcDcMl ~ for 

al8oet. tJ.l ~ &oode btc.a~ae du.Nblt &004• production h t&irll 

t O<IG ape~~ t.o 4tol.J.Dt b7 DO 1 .. , t.han 00 pvc.nt. $pec111c ra:

tioalD& ., tpll"t.\4 ..u ·- t.M w,pplltt t.o be dol.cl ou.t. 6ft u.

t.~ -u. SIAo. ~t. all ..,.. ~ U.W. can btl ODl.J a 

..U UCNat of WW 41eori.llinat1on. 'lbtre ..- al.W&J• to tJ. 

tftOG&b 41tfenat.J.at.ioa wt.i~ t M cl••••• of t.be oonautain& J)W)llc 

t.o .UOif ....U aod 11port.&nt. ~ ill tM ~'-7 t.b• tric.kle ot 

••t1l.Ul• wwu... Cclcl~ ... wppll•• of ~ •*'- dr7 
~ t.M dt tirlblt proc~ it .-.uM'hl7 clMr where objeot.in cri.:

t.trioo .Utt.. 

At. t.ht ot.bu ~ t.htN brn be-e D~JM:roua JU'OI)Oe&lt 

out.l.1.o1nc & ucond. centrll t.tpt ot rttiordnc proc.tcln -~ 

22!!£ r t t.·lcn1n.i• Tbb rona of nt.1onS.na would l.Wt. (1) t e to 

.- ot -., Mob ~ OOIIld. tp.ad tor (2) t.bt p!U'cbut of .t.n7 ' 

0114 all ....... COOdt oc • ~·t<l lltt. .U'"'"'Cb all pod& ,..,.. 

to btOOM IOU~ rdatin to purdl&tin& )>OW'tlr ..wier t.be cond.ltiOM 

of a war tOotiOIIIT 1 oal7 tboet which it 1a ~ll.r'H to nppl.T in rea.

•cublT lib UCJIIItlt.t to &ll ~ \lllit. t wwld·bt p.lae«! upc:a 

\be r.l'trlc\ed llet. In Uda ~, U.• pneev- ot dto~DCS WOI.\lcl be 

HduC*i to tn7 dttiftd. u\t nt. in t.M arkete tor t M ecuc.r md 

110,.. ilportMt. sood.e. n e \lnoontrolled tiel4 that wolli.d l"UiiriA 

Wt:IUd FO"'ldt t1:1 UM ot •1Ae«~t.ine• tor t.be hpoTid.eat W 10 

Ollltl..t for ucae ~ poww 1a au &rM ..,.,._ lia:lt.&t1oa ot 

prioe aM t.h41AC 11 tit.W not. wort.h t be a41a1.aittn\J.Tt ~rcr r~ 

quirltd or u.oudn oon.l\1111)\iaa woW.4 not •• &a.T t t.r.n,ctb troa the 

_,. pf'OducUciO .rton.. 

u..s.n, tb&t. r&\iOfdA& abould aM w1.U b.- G't.«<4ed to • 

wid.u md wider &J"'\I.P ot oo.odit.iat, u &rt\ltd aboYe1 a ..U.-rounded 

rat.icnitl& 17at.• owld, tbeoretie&l.l71 be bldlt llJ) ~ th• ..... 

~ ot either ot U.. tw .Mtbode j'&lt't Mtcrlbed. M u cl.u.ai're 

Nllme. ~ eitht:r would on&t• va•• probl ... , Uta o.atun ot 'lfhicb 

lllt t. be oltU"l7 &rNJ*I• 

Spteitie R<l<od.oc ..,. ..... ..U - ..,..Ut<l t4 -

ti .. which u. (a) eo •urea tbl.t ••1"1 t ew OOM'Witra nMC1 t.o b<a .s.n

TOlvtd in t.ba ration1ns ach ... at. all, or (b) .o undUt er..nt.bt.ed 

(i.a., .t.&nd&rlwd) t.D4 ct.aind. or ~ bJ' OOD.a\1Mra in wob ~ 

._.,ta t.b&t. ooc.fQIIIPUon c.an bra ~t.a:r.irl.ed ~ a at.raJ..6bt pe.r capitA. 

J- IIU" 
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t~uia. art tM .... ~ 1\. 1e ~, ... to MOMa1t.1 .. 

tba 110" unaat1etaot011"'117 it opaNt.u. ~ Mcc.. au cl.u:... 
ta..-d witb the -..l.t1plJ.oU.7 ot OOUpoa boob tAd ration .oard.a . 1M 

'fU7 .W.t1pl10it7 ot ~, .. Ch anUebla trw aa17 a eped.t1o 

~\7, orMt..i d1fflcult. ~\iw probl-. M U.. real.

q eritloal objooUcm to <be wlAIMpn<od ... rd IIJ)Oeitio m1.cm1oc 

1a t b&t it plaoe.t a • ..,.,.. and. unn•~•MIT Ua1t a t.1Cift \lPCWI OOftl!u.J'a 

t ,...&:.a of cbcxioe. 

'tb1l l.attar poi,D,t CMDOt M q-u.ttl.T puHd. ot.,.. It t. 

tub1oo&bl• th .. a 4.Q'II to Hga.rcl trae<d0111 of oonaUMr e.hoioe u a 

1U1U'7 tbat .uJ. ban to be diaptnte4 wU.b tor tba dw"&tl.CIIl ot y,. 

n.r. W, 1D OM ~~C.ta, .uau 1e tru• • Xo a:. d.aaiN t.ba otCM.dt7 
tor r.duoinC t:.ba nu.kr ot Yui8't.ita of JOOda an4 tor .U..S.U.q \be 

ti'M4ca ot ut-1on of oona~• 1A certain ~· Nwtl"Ulalau , tba 

__. ta1l.w. to ....... t.be ~ ot ~ ot di.oio. .....u 
a f'Mll.T ~. ~ of U.. .-t ~t.t.l'7 ~e 

oona1darat10DII• 

a.t. 1e ace,_, ' abed iD pMc.-ti.M t.hJ'.oQ&b t.ba optK tloo 

ot ti"M MJ'bt.• tor ~ po4a 18 1ft &l.l.oeatioa ot pocta 

a.ong 1Mirtctule 11b1ob cln• ettect t.o their tut.e• &ad. MotU. 

At. a tiM wbm the ~ of OCG.WMre pod.a 1e CI'MtlJ r ..-t.rict td. 

1A nl.&ti• to the ~ t or t.b• , it. 1e puot.i.CI&l.ul.T .t.port.at to 

n oid t M ...U imolnd in m uaaU..faotof7 &Uooatice. Sit~ 

t.lona in which one t ..U, 1a INfttad. a wppl.J' of wpr .-ore than 

&4aqut. tor ita o..u but. 1e 1ft ••!7 8J"Mt. need of are olotbinl 
1llbU.a 11)0\b,v, ~ ot 41UN'tnON U DHCSa, babit.a, or t.ut.at, 

f toJ.t tbo ........... rd W&U ·-~ 0114 llaa a pl.onUl\al ~ rd 

oloth.in& ..,.. .or-t aerloue wbm &004• an ee.&rea thaD "*m tbq .,.. 

~. Since coc.au.r• &0041 &re go1AI to be l e&rce, u. t. 110ra 

11pol"tan\ tbM .,.,r to. MCNJ"t t-he but 4b trlbvt1m ot U.. -.c 
1ad1 Tiduala • 

'l'h.:-a 11 mother d dt t-o rr..d• of ~ cboic:• 1ilbiob 

U a.t l aut. N 11port&at. It t.. \bat 111Uch coooeru UN allout.loo 

ot ~tu.r..a tbrou&b tS.. For nOJ"Ml tad lqiti.MW ~, a 

eon.au.r'e need tor a c~t7 M¥ Va:t7 w14tl7 troa JIOI'Ith t o 110ntb 

or .... on to .... 011. )fo qat. ot n.t1or'l.lna t.. co1n& t.o be t.olu

abl• that do.• nOll. pe:rs:lt Ul• ~ to tora.ao OOGMIIIIPUA:m tb1a 

11Cnt.b 1A ord..t to up&Dd ~on n.n .oath. 

'~h.- poilt.t can be illuat.n.t.ad. b)' contrNt.lAC tbe Mtur. ot 

\be d-.nd tor ftCV G.tb U..t. tor p..ao11na. In the O&H ot t.ba 

tontA:r, it 11 no ba.rd.lhip ( tho\l.lb ~~ UMIOt•MI7) to ~ 

th• oona"*r to btq 12, 8, or Ill¥ other d.aa1pat.t4 fiUIIbar of CW~.ca• 

Mda 1fiMk wit.b 10M oca 0:.-.kr of lf'Ocari..e•. • 

J ·lll3d 
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Jut. 1D \.bt: C&H ol ~- &lthou&tt ~· M'¥ k 
-.t. ~·, bec.M of \he nec ... tu .. ot ..,., to l.J.ad.t.1ac t.b&1.r 
~,, Meby!l t.b.tl7 w1U d.e• .oR h1&bl7 the _prbUep ot 
U1' U!.tir ~ioa u t.ht7 ld.eh ewer the )"Mr• S.. will 

wieb t.o econ&:IC..M p-MtlT ill teru or d&1l7 Wit t.o ~" ~ 
M4 Tt.cat.1.c:a ue. ot.b.ra .t.U d..,alop a cU.tf..-.nt pattern. ADd 

- olo&rpd wlU. NU..W.C will t1a4 1• dittico.lt t.o cominco t.bo 

pubUt U...t. a wekq ~ of a 11•• .-art. S.. UM «ll.T 1JIQ' 1n lilieb 

tM MO.a.ul'J Nd\lc:tloc 1n tot&l coa.N~:Pt.ion can be aehi...-.d. lD 

t•ot tM7 111011114 pf'Ob&bl,r prefer t.n .. ,.c «Ulltr &Mual tot&). 1t nex ... 

1bU1t7 ean be IJ"NN\Ct4. 

MIT qn... ot n.t.1oa.1nc llllicb at.t1,et.171JJa1ta oorwu..ra 

r.- of d>ou. (a) .. - -tiaa .... (b) ..... t.ha -
tri.bllt.JAI ot exptnditun t.IU"olll.lb t.islt, hu the twt.hn c:r-•• 41..
a.ctr~ o! MXiai~ the COftll-.rt iftecti.,. to chea:t... U t.bt 

t...U., that u .. pecitJ.lJ tond or ti.ab e&n enlarge ih •uppl7 br 
aoOftOIIlain& oo Mtt., or the !aa1l.7 that r.qulraa JDOra toocl ca.n cat 
U b)' ecoooat.Ua oo ol.otbin&, 1t the •~:t.CIIIObUe ownu ot.n provide 

biaMll W1t.b p.olirM: dar1.n& a •~r nutloo 'b7 acono.ia1n& t.hrou&b 

\bit f'N't. ol u.. ,...,., NCb u .... ..s tJoca "" -·" -.cut. ~ 
t.Mt w1dupnad epooitic NUaaiJI& ....w! ~. U Ncb lMqv 1a 

~twitted., 1o ot.her wo~, to aeonoai .. ill t.M -.cnar ... 1••t. tor 
b:la, t.bt procau ot aconc.id.ft& will be hu pd.ntul. 

1M •t.Wr 1111q be at.at.H poeitb~ w:S.tb even a~Drt ~ 

d.a. tba t.tmpt.at.S.• t.o cheat b at.I"CCCCPR 1lllh4n the OOfti'UIIIIIr NO.I 

ov\. ot - p&l1.1aal&r ~\)' M twMda a.t. eoc. putJ.c:ul&r U. ~ 
It he 1a able t.o draw oa put. or Mwoo. wppll•• (to a _,.,e\. ut.eot) 
b7 \laina up cwpoce or to g•t. 110re ot t.M particular •euce co.od

it.T b7 cuttinC d.owm en oth•ra • w oh emerg.nobe can M b&nd.led. ~t 

"*'- ...,t.c.;)bU• d:rber who niDI 0\lt ot hie WlkJ,:r r a tion of c.uoUM 
20 .u .. rrc. t.c.e, M4 t.b• bOI!anU• whoa• .. ~ raticn or aUk 
11~ wt wt.. Mr ch1l4 1a .tck, wU1 nout. t.b.• ru.lu 11 po .. lbl•. 
lteoluM l'rMdca ot obl:d.os a.>ne ~t.iu an4 t.brou,p t..S... uk:M 

pot.sibl• a .or"e e.fticiczt con.wapt.ion ot pod~,. it ak&a \ha poll~ 

1A& pN»l• b., •wt... 

On thiM poot.lnda W'i«Wapreld specitio rationin& all.lt. be 

N~ u & b1Pl1 \II:La&t.Uf&c\.or7 aol.uticnJ U .. l..inlit.&t.iOM ban 

Nto W'1dalT reootDia.d bT nu.oc.n de....,.,.. 1\ 1a act. cooc:cca 
t.o &I'1"Urp ~ ot ~t.ba for -.Mcb total conSU3pt.ioa l.JJ;:it.s 

are ttx.4 but. tllt.hin Cl.1cb tb• C~GnWMr roq &dopt. d1tt•Nnt. patt..arna 

ot CIOl'IWIIIpt.iCICI. A cua 1n point. 11 Bl"itiah M4 OerNn r•t.iordn& 

ot ~ acoord.i.tlc to e. "po.bt." •78t• whiob permit• a oonce.ot.ra

t..ioo ot pu.rcb&M ot ICM 1W. becav.ae uperitnoe abOn t.bat. otber 

_,.. wUl _,.... U..U purd>ua - other it-. (Onl,J 

J ;/)1.111 
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<110 • ..--· ot poJata ~ '::!f:Ja 1a roqui....S ... -

W• - - to '_..... _...,. ~) Ao U.. NWl• 
of l.irlit.J.n& t.M n..tter ot poJ.ot.a .Uott.ed. t.o a ~:r, eqldtable 

d.1at.rlbut1on of t.be Ua1W4 ,I\IPPl.S.el i.e &Gbitl'nd 'Wit.hovt atnit.
Jtcketl.A& tile ......,_ ot l.be 11141'f14\1Al. _,., .\pin in u.. -
of .... t. ao oaa .oul4 Mrloual.7 P~ tta. illpoc1t.1ca qpoo ooa •• 

ot dt.ba' tbe ~ NLl• ot U. aow.r wbta 1a. UM fU14 or ot 
u. preci.H cvta aDd qtiiAllU•• be a:t Mn. .l nt.1co of .aat. -.14 

lJ.oil. ..,q tbt total poiiD4o !.bat.,.... ba JNI'Cibaaed or aa in Brital.a 

Ul1 WMIU¥ financi&l OU.t.l&T • 

tb• oue apinat. apec1ti.c rat.i.oft1n& wtlitl.d ~bon, bowvar 
oonri.ad.a&, doea DOt. pl"''f'• t.bat.,. to c.o to tb• opposite ut,,..., J'U"'

cl>aain& -· .. ti<>a1.o& -u 1>7 1u.u ba _._ t.o ......- 1.all6-

uoc. Ita -.)or 11a1t.u1olll 1a e,ppe.rct.. !be ae&rcit.7 ot ditt~ 
cooda 1D nl&t.1on t.o the 4-.nd tor t.h• at. ott1ci&l prlOM T&rt .. 

w10a)7, ~- (•) $1. bappaoe to ••PP17 M4 (b) t.bo ~ 
elaaticit7 ot l.be &oo4o in qu,.l.l.oo, It a J!Ul'ebaainc powor .. t,__ 
1A& .,..w. .. ,. entoroad &D4 U t.b• Ht'-rlct.cl llart. ot oo.odi.UM 

1Ml.uda4, at coe u:t~ • da.Nbl• ~ cooda audt u au' 0110"11 " 

ot lllddl the ftiiPlT wUl M o.taJ..1c;:f..bl• ln4, at t.be ot.bv, tooele 1td..Gb 
will ~ rtl.at.1ftl¥ ~t,. it 1CIQl.4 eillpl,J tdl. to acid.,.. 1t.e 

OHt 1mre41ate 'pwopoee. Coni\IM.r'l .aul4 be trte t.o conoea.trat. t.Mir 

JNt"W..•• en tht two o:r t.brH •cuee•t u.... 'lb• dtMtld 4M wpp1J' 

for tucb Mo•n1Uaa u W&U WO\d.4 DOt be ~t~, a.oept. b7 t M 

r1.8:1ft.l prloe• or b7 t.ha dt MPP'Ml'MOI ot t.ba &ooda tr. •l"CCbkst.• t 

I 
ahti"'. !1M total wl,.. of cone.a:r ~t1:Z:N Jd.&tst. be 'fta:rJ' ..S.. 

qut.el7 l.iJd.t.ed. 'but t.be na1l.lbl• suppllee of real.l7 acara eo.oclit.l .. 

~W.d not be eq,\d.tabl¥ cliat.ribu.t~. ClMl'l,y, U:en, wbile treeda ot 

oonWMr a choice 1a deairabl a, it Jal.l't be liaited in oertain. d.ino-

t.iona 1n or<ltr to ban aey ettect.in :rat.ioni.n.& Wl4•r- nr oon41t1ca.e. 

MASp1u ot l!t10!dry; 

tba oouidal"at.ion. <lS.tcusa~ ~• in c<llliMct.ioa w1tb t.be 

i.WQ utreM tor. ot rat1on1Dc "''l••t two WJ'a 1n t!Mob ~rt 

P'IU'ch,.. .. a.i&bt. be l.ild.ttd wit.b t.M ll1n1ala iDt.erterenot wi.Ul rr... 
'- ot cboioe. 1ba tint b ~ aa. a.xt.ect.ica ot •peoU1c raUoo

ll>& ~ iD - of broad -.liQo """"" Nt.hor - of ~ 
t.n.tcl .. Of OCIIW1111pt.iOD. lb' ~ all ~t.i .. ol llbia • 

tba &al• 1e t.o be l"Nt.ric:Wd J.Ato 3, 4, or ' .icb &r"0QP1 OD the bu1.l 

of tbaiJo P~• aeucit7 1n relat1CG to 4~ at ott1oial pricae • 

the a.)or obJeot.in ot apecUio rationine would be a tttJ.Aed. aDd OODoo 

aidnahl.• t'rwck. ot cboioe would ati.U exiet . 

.z.uo.u 
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But nc t.ta. Mt.hod ot r.t-101\inc ..,.. ocrt.l.iMd. oc:.&ld ~ 

-. olloplifiod- ·~ t.bt- ~,_ · ·nm ......... do- ot 

~ ot cbolc. 00\&l.d. .... 1Dt~ J.ato ... nti-1 D,J •,...t.. 

Iao~t.Md ot aet\.-1Jl& u.p a .. n•• of olu"'' all reet.rio\4d ~ .. 

u .. (u - thooe ~ -. t ... CI&N 1) -u bo pu~ 1A • 

~ ol&n and uo .. t ht pur<:haa .. (1n Nlat.l~ to anUabl• RP-

j .u .. ) ot u. .......... OOIIlcl "" pHYOCtod "' pl.ooilla """" ~- •• ..., 

~ ")>ri"" 1A poU\~o. It W. proceclllro _.. odop\4d, U -'ld 

bo _...,. to u- GlllT o, oiAal• auiu of 0011pooo tll>ioh -'ld 

llo .,od 1A ·~ -. tor oU thooe ronri- ..-.11U .. ot 

llbi• U.. wppl7 1a t.o b4 fPrud, on .c)M bu1• or othC', a.oo.& .U 

..,_ a. (ou..r ·~ ~u •• tJOIIIld be 1n~ 1o Cl.u• 1. ) 

'IS.t.bo.t. ~ \M 1pacit1o rei'J].at.im. .-boclled. 1a U. ral.iaa

i&lc .,..t.•, nvr 1n41~ 0001<a~:r woal.4 b&ft Ute t'tsht to pur

-...a "•'7 larp ~t. ot, aq, M1PJ' or WOOl.• ,oou. &Qt, it 

~ ~u .. ..,.. ••IM!oial.l¥ tcarot a.a oc.p.&n4 wit.tt ot.hor con

...,-~ .. , tb.,. 'lfiOI:I1d C&1T7 a ldp price t.a. poiate. '!h4.re

ton, t.be oca.eUMr wtto p.trcb& .. d largo wppu .. woW.ct be ~.S 

i.o -.ke utt"eMl.T <lru\..io cute ill bU OCIDWllpt.ioo of, aq,t.e.a, oof· 

fM, M&ta, '4&117 pl"'du.ch, thoat, an4 &aaoUnt, 

I · IHIO 
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_.,.so u t.bat - -·u. .... bo oddod to t.ba .... trl ..... u.. 
or pN'fioual.r ·~ ~t.1" CaD W dropptd trca u. w:lih &A .._ 
~ alA1aa or ~rau .. di.tt1wl.t.7. ~. U.. t.ot.a1 
N .t.i.OD 1a poiAt.• 1fiCIQ}.d be Cll.arp! u oer-odlt.iu ...,.. ~ or ,.._ 
d..aoe4 \ohM u t.he7 .. ,. dropptJ4 rro. tM un. 

'!b• Si ... of t.h• Tot.!l Jtat.10!) 

Under t.M prooeduM Mre out.Un.-1, t.h• d.1at.rtbut.1on of 
u UOM t.o ooa.UMra tr<IUJ.d, •• r t,t11Xl1n& becamt wi.cla•prMd., l.&r£al1' 
dt"t.eraine UM cliat.r1but1oa of availabb H&l i.no.cu. Sout.hina 
.uet be eUcl, t.hu..toN, about t.he bub on which t.bt d.ilt.ributioo 
ebolilii bt C&rl'it<l out. It ma.,y be eug& .. ttcl t.M.t it abould be a... 
ei.pltd t.o achint t l'lrM obJtc:t.inaJ 

( a) Th• dht.rUn.rt1oa. oJ nac.eal\.iea abould be on a 
bada or equ.allt7. 

(b) tho ___ ... o! u.. Olliotio& clbtrlbuti<>cl 
ol .:oQ' i.tlcc:ae abould. bt 81:Ml1tied u U\UI 
u po .. :l.bll 80 far u tbll apporU~t. ot non
" ' " .. J.U.aia~ 

( •) o .. ..._,, obooUcl bo Woo o! tbo opo<:Ul ,..... 
t.btL arl..M out. of aped.al. ~ctl • 

tb• Mcood o! tbta• U 1 doubt.le .. , ~t oont.roYe:rai&l.. 
lu.t. M illcUc&UOD Of t.be WJ 1l2 'ollbieb it ~t bt .chined M.J both 
_.. ih ut.n1ne ele.,...r and saD t.be pr1oc.1pb 1\.t.U .,,.. acc.pt.
able. Tbe OOI\I~t.lon o! t.ha h1ghar inca. &'l"'UPt W'ld.tr nonlll. oon
dlt1on.t cr-&t.l.J exce.da t.ba.t of t.he low incc.. croup• btcau.tl it. 
includN (a) lfian1" lumriee and t)I])N ol expeocU.t.~ which do not 
frrPpMl" in low inCOIDI bwl&.t• at all &D4 (b) tar l.ncu pqmtntt tor 
thoat pod• that. do appN.r in l ow incamt bu.qtU . Jxt.rt. c~ion 
ot t.bt torwr \.1Pf it not. l1.Ul¥ t.o bt Uttct4KI ration-
inc· Lu.xu.riu w1U probt.b)J not. be rt.t.1on~J bt 
h&r4 to obt&in met~ I'Yentu.all.7. nonex1at.1na. Th• daci-
eiou that t.lttet. their suppl.J' w:1l1 be uda 1n tht OOUI'It ot ~ 
allout.ion or productin ~·· 

A ••riou. probl• dON a:ri.M, bowntr, out. ot •ut..ra• 
~ ot t.M ••coot t1J)t. 'Dt.t n.t1oo1Dc au.tbor1t1' doet han to 
det...-.l.Dt wb.Rhtr t.bt bi.Cbe:r in~ CJ'OiolPt' t b0ol4 be pe ...S. ttec! C.O 
tpcld. eort ~ tor c.l..othu, food, aDd ot.bu' MCNeiti.tt t.bM U'HI 
l9'"r s.noc- CJ"OQPt". 

J•/)0~ 1 

1'h1t ~· wgptt.t Mother ruaon tor 1"u1AI an OYtl""> 
Ill rt.t.ion 1n t.trw ot pointt rather t.b.tn 1n t.tn11 or <Lollv·•. !ht 
•prictt• 111 t_.. or poil'ltt that are eat. 1.1pco nrlw. U'tlol.tt tboul4 
~ rt!letrt. their 001t nor abcNl4 thq p&l'tJ.ltl t.be ~ prloet 
t hat woul-d. nl• 1ft the &beenet ol taT cont.rolt. lnat.Md, t.ht 11pr1.Ctt• 
1a point. _.,CN14 ,..n.et. ei.llplJ' tbt ~t aDd acvd.t7 or the ..... 
nricted pod:• &Od Ml"Wioe• t.bat co 1nto t.Mi.r pi"'4UC!tiofto J.A ·~",.. 
dGl.l.ar nit~ tor t.nat.uoa, aboGl4 coat. lltU• U anT .,... 1n poin\a 
t.b.IA t. f1..t\. t l0 fo1lar wit. I. ..n-t&ilond wit wit.bout. t. w.itt.
c:oa't. tboal.4 oo.t, l tN 1A poiJrt.t t.haD CX. worth Cftl.7 a n.t\b U aaoh 
h ~ bid. eo 4M:~ u too ue .ore -.ool. U .. J4b'.t or •¢oaa• 
1D poillt.t ww. t.t. OD t.b1ll N.d.-• ( u t.b.,. WOIIal.4 erppM.r \o M ~ 
tho po1At - u uod llllroo4) U.. t..torto.....,. o! tho ,..l.o~Woc 
- witb tbo llol>iW&l --patum.o o! ciUf- l.A-
-~bo--. 

CDoa tb1e s.. cl.Mrl.7 ~rstooc~, u.. cH..t\rlMt.ioD or ..,a1 
~ ot pO:ittt.t to all ~ Moc.~a both _.,. .ooapt.tbl• 1114 
.ore loPoal. tbtn ftlUl.d. be t he d1.ttribot10D ot, ...., , eqUAl. JIW'CibU-' 
in& -· rat.iono ill dollar ...,..... tho probl .. mood bT tho hol>U ... 
U&l. 41tttNnON M\..,.lft the W pr collofWI!PtiOD -.xptn4itW"t• ot t.bt 
bi&h•r inOODt brt.cUtt m4 the ...Uar eon.tWipt.ioo u:pandit u.rt• of 
t.bt l own 1Aa- bMcnt• Mtod. not ar1••· 1'ht noJW.l 1'\\l..e Ultn 
lbou.l.d be ~ ration• 1n po!i\te. th1e -.oulA tan ot.rt ot both 
~ tir•t ta4 th• ttoond objact1~••• 

!be tld.rd, &&tin, ~· a Uttl• t.bo\l.&l'lt• c.rtt1D ol 
tbt a4jUttatct• that •bould be aid• to ren.ct d.1ttuano .. 1A DHd 
OOCW' rtWiJ.T t.o t1J:t adld.D.ilt.ret.or • F..uitt w1wre tl'Lve _,.. ..U 
ob1ld.:na lll.pt. t'IMd lt•• tbul a tull ratica Pft oe.pita. llq:lectant. 
-bore ~ - .,.... 11oft doift& l>oa"7 ~oal loOOr llcl4t>t .s.
....,. a Mall parcentap irLCJ"M.t• J.n tM-11' roat1oo wtd.ob 'MIIIa14 M 
ntttoita\ \0 t.llDW tor a ft1.&tlcr ~\.lea of too4. 

#· l~ol.o 
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e.!e1rhtrat.1ve ft&tU£!-S 

OM br two epeoU1c wa& .. tion. u t.o t.ba JDet.hod of ~ 

i.A.Ntioa -.:t iDdiuWi t'\lrther &4.-Mt.l.pf ot t.be pro~&l. hrer. ad

.,.,e.ct. fint, a •lbod. of tnf~t. ~ -c&Mt.t u...u. 

.,_ -xiA& p.t.rcb&a•• ot I"Ntric:t..S ~t.i•a, ~ WIClGld. M 
wppond to t.wa. OYer l.ohe appropriate ...-.,. ol col.1p0Qol t.o UM _,.... 

tillw trc. wbcla the pv.rcbue -.. ude. ~ ntdle.r, 1o \o:nl, 

eboul<l be r,quind. too preuot ooupoa.1 tor the arpproprUt.e n~ ot 
po.il\t.a (or the .,quivaltA\ t.btl"t'of, ••• btiow) 1D -.ld.n& p,a.r~ee 
tr.. whol .. al.era. Wholeetlare should, or cwn-a, clo the ttM llben 

~ rrc. aaut:act.1.1.1W't. the l.&ttw, 1n t.um, aboclld " requ1.Nd 

t.o pq 1a point. u ..U u 1D flt:Jt.'lq tor eca.rce •teri.al.a w.de 
aTt..lhbl.e t.o UJ... 

U it were lltnll.l7 c.ec .. t&r)' to so throu&b thie p~ 
duH with the ac.t:u,al OO"'PPQI ori.gi.n.l.ll¥ .w.itttd b7 conauera, 1t 
woul.cl be c\lllbar aQQt indetd. &It. an obviou.a altematin oxbts 1.04 

r 
bu al.rNd¥ bMO adopt.td b)' t.be BrlUab. 'lbwe 1.a no rauoa lib¥ 
C0QPC1C.1 abwl.d. DOt. M tlU'ft.ci into the bt.nU aDd b&Dk &ccounh 1D 
~ ot po1Ate blftdltd 1A -...c:t.lT UM MM -.;r u blllk • ccoaat.a 1A 

terM ot MOe7. !'J'anattr OCN14 U.eo be b7 ebtlek 1A comW.eat. de-

~ti.oM . 

'lbb would be Yirt.uall.7 uaentiAJ. to exp.Ut.t tr-an.act1oM 
~twttn rtt..Uera, ~oleeal.era, oanutactwoera, 1t t~ Mtbocl of en ... 
torctiii!N)t. btlt't W&&t.t.M war-. adopt.d. art. t.bwe b, ot OCN.rtt, DO 

~ owrar 1llh1 t.be ·- pri:rlhp ot ~1t1A& ~ 1.D t.he 
bt.rt.b .-,u not t. ~ t.o cont-.e:r•• .I.adMd~ U t.be ~ 

o! n:t.ionin& ftre rMll7 ~lT e.xt.«-.614 .o that 1- ).up Jll"'P''rtloa 

J o! OCII\I~ upenditW"te were &t!ect.ed. rat~ eoW.cl be beued 1A 
t he ! ol"'l o! "checka• u well aa in the !ora ot aau.al ration boob. 

Sine. pointe would oontt.1t.ut. a tJ'I)t' o! money • thert 11 no ooneei't'• 

able ,...on tor oot. ueina the higblJt <l•••lo~ achiAery or tbe b&nk
iA& .,...t.• t.o m&ke trt.O.Mot.1on.a in pointe u c:cmnnie~t u trane&o-

tiooe 1A eau:7 • 

.1-1)·~· 

- l)-

t 'a• l'rr1!1ont 

(2) !'bo ... u. -.u be ulniOCl 1ft tho t - ot -w 
'Neb~ • 4INtt. or ... nprucrt.inc UM ~ 
...... ot po1Jst.e . .. plri.l.T 111 u.. !011'11 of 4ral\.e 
m4 pal"t.l7 1A tM tom. ot "PU'*W ....-. fro.. 

~ allaal4 be - tor llmlld&u..a • part. ot 
the ooupou or <tN.t\ be\UMI. or tor 't'&lldaUAc flar... 

til..- - ..,.. 01\lorliDI tllo droA bJ t bo JNI>li
oat.t. ot • DOUoe trit.bolt UM MOMeit7 tot' tbt 
1llllfMl ot • MW or ~ ratloa. 

()) Paiftto - be trMl7 trmat .. oblo o1U... u....p 
u. ·-· 1 o! ...... ~ u.. •*='
ot • • eei..C...te. 

(4) All ~u .. oott1o1 .. t.lr • ..,. .. to roqui1'0 """"" 

iAI~ wi\h ....t..1A e.uept.!.OIW n~ btJ.ow • llhwld. be oa 
V • JNh' 1 MK u.t ot I'M't.l"id.ed oc-..dit.iee. l&ob eboU4 

b& .. . -,r:iot• 1A ...,.. ot point. Mt. Oft it b7 the ,.... 

~ a...-iv. .. ... "Prl-· obooll.4 rotl.Mt olliplT 
t11o . ..... u 7 or .... po4 u rol.&UOO to ..,. po~c~•w 
...,. ~ t or 1\ at ui.t.ine ...., pri.OM. "Prio.• 
or Wiabte in t....a ot pointe Mould. be obaapd u w,... 
~ u poaeible and, eo t ar u po111ble , the ·~ 

llbft1.d MT'U' be aaa.cNnced 1A ad\'anoe o! the d.IW wbeD 

it ~ ettect.ift . 

(S) - · ot ... ~ p....ui- -be ...-rlo4 
ce, eo tv u poHible, a t the poin\ *'" •ca.roe ,... 
~ an Uftl-4 to .ana.!a.ctW'Ve or •~ ~ 
taot\U"eel &ooct. ..,.. eol4 t.o -.boleeal.ere. ret&Uer•, or 
~r.. It. abov.l.4 t.t.ke tbe l ora o! a ~t 
t.bat tbe Mmll'a.c:t.v.r> t.wu crnr c:re<litl in pointe tor au 
1-0U"'e -~ ..0. an1l.&hl.• t.o h1a or ! <lr all 10&1'08 

;.u.., .• 
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outp.~t. .ald. b)' bJ.a. u t.b1.8l wN 4toM, the oMd tor 
~r worc-.t at ~ 'llbol...U. or Nt&U l..nl 
-.al,d ~ llitl.i.!-Md1 tot' tlO 8N'd"Aftt. COQ).d. 1.U IOVO. 

poU tor 1••• \hM\ thd.r ~ •price• 1D point• 
without peMDillont.l7 dtpl.tin& hi• inventory. Wo.r~ • 
~t. at th• wholt•al• r.tall le.,.l ...oW.d be nectl&ri'J, 
bow vtr, to COlltl"'l ioYtnt.ol"i ... 

(6) w • ..,... &<>Ode ..uc~> it 1a wiHbl• ...., dbtrlbut& 

I oolu.lftl¥ oa a b&.ti..e ot c.MCI and \.boll too aca.ro. C.O 

bo eb&rocl oqWl¥ b7 U.. wllol• popalat1.., ~ bo 

I Ollitted. t'rcllll th• Nlt.rict~ Uat. 6ncl hl.n4le4 b1' l-pto

c1f1c r lt.1cai.n&· ObYiOUd7, th11 1nol~•• ao• t. .,.... 
able oon.e~r• cooct• 1 cutain MCIJ.ctl •l,l,pJ)l.i .. , Mf't.lin 
••nic.• 1ttcb u, pe.rh&p•, ...Ueal. atrvic.•, W .rt.1l
roM t.HO.Iport.&Uoo. Howe'l'er, ~ '*'ol• JN1110M ot 
\.be rat.ioaiA& dniot b<t.N ~M 1d.ll bt- d.e!Nt44 1t 

• 
epedlic rot10Gioc 1e - tla<llor UloA 1e &boo-
luWl.T MC .. ~U7• • 

(7) 'ftl• cOUIIIOditi .. that ehwl4 probablJ' b4 pl.ac.-4 011 t.he 
reetrictll4 U•t in tbt 'fer)' nMr l\ltwoe aH euc,.ar, 
&Uol.in•, t..a, ooooa, woolen good.a ot &ll typea, .teo. 
trieal. a.ppl1.1nc•• W tleetrlc!t.7 1G cwt.ai.D ..,...... 
Otbu cc.IOd.lt.bt ~ be aM~ u ae&reit.itt t.bh&t.
.a. '1M t.ot&l. rt-tioo allould be alt..u.d. when Oft' _.... 

11:141\.ita are plt oo t.M u...t eo u to IW:Wd.se U. 
nte.tul\7 tor eh&tl.c1nc tb.t pric .. 1A poitat.e alH&d;r 
tlhblbhtd tor acuct &rticltt. (It b U81lM4 t.h&t. 
&oocll 11ow 1\lbjtct to Ntion1na, au.cb &a &t.at.OCDObUN 
a.n4 t.ll" .. , would CCICtimlt to bt b&D4l.N b7 apecUio 
rat1oo1Ac. ) 

(8) 1M ro•i- ot bouil>& _.. 1e probob~ ..,..._0&17 
tXCtpt. 1n etrt.&i.D looal.itha. When ita tLM eso.t ba,.. 
to bt rttt.r1et..4, tbt nutrber ot point. cbarpd tor the 
Ult ot ._ dnllin& lhO\lld be baatd cm tbt n\lllbot.r ot ~ 
roou it cont&l.n.l 1n rtl.atloo to t.ht liM of t.1ul t..U, 
M4 on. no other f H tW"t. lb1t WCN1.4 ptnllJ.u oonau.er• 
1lbO OCf:IIPT prui.lta dt.at.&otd tor lupr !...u.iN I.D4 
110Uld aut.Ga.t.ieall7 ta.-.or tboM &l..rM4;r Urln.& 1a on,... 
~ eCftdit-ioM. tilt :1t. 1lCIQ}d DO\ i.zlt4rft:re wi\b 
t.hott qgali\&U'ft cU.tttnnON bttneo bou.a .. &a4 nt~ 

borbood• wbicb rtntc\ tht prtMat 41.atribut1oa of at:/fMT 14-. 
3·/J oH 

,, 

./ 

(1) 

- lS-

,., ......... 
It -wliDoun OQU&Ut7 .._ .. ~ ... - a~ 
etf:Sote> _...,., priou 1D u.. abtcee ot .,_, WCNl.ation. 
a-., '*- ...S., 001&14. be ~ .ON e&dJ.T Md. .... rop1.dq---..._- oL ~. 

~) .. u bo.-~ -oodod, it -.~.. llidt u.. ._ 
p\4 upudltwrrl at .U 001'.11.1:111ra tor &1.1 •care. 1004• 
W wuld t.I=D.d o~ t.be ocnd1\1ou in 'ldU.ob t botl 

../ ...n .. coQl.d be ueed to absorb uoe•• JNI'chuin& po .. r. 

()) 

(4) 

(6) 

~ -.14 ~ a '""7 b1&l> d•VM oL tJoo- oL -
_. ctao:l..CIII, 11h1Cib 1a mot.hv ..,- ot t.qtJt,c that. 1\ 
-.14 ~t U. ..t .Utet-i n ...,. of f"t..IVC4t U&.t 

are tb1101 117 aOU"Oe. 

n would ~· 1D ucb • ...., ... to inwre tba.t. .... 1'7 
t..U, ~ be ebb U purebut it.t tbt.:-t of t()Q'ot 

,oo6a W\. 1t wnl.d •• the OIX\f\IIIIPl.101.\ p&tt.emt of 
41trwct. in~ ll"''QPP to • ~ ~ • 

It. -tct haft t.be ~ &t!'nttltA,p of ad::d..n.U'tnt.in 

oonna1.ct01 tor bot.b. U. ~.ntin agm.q M4 tM 
utS..•a ~n. ec-:ditita could bt &44td to or 
....,..d. f'l"C:G tbl t'Mtrict.ed list, chlnpt in acppl7 
CIOI&lcl bt &llowcl tor and other continctncit a eould be 
u1. without t.be 1awt ot new ratiON. 

!bit bocU" t or ftolaUoo -.oal.d alto be =1n'•had1 
... Wlit.b it u.. palle1nc probl•. !bo ~ oL 
oboiCit tl.lDwed to oorwu-.re would tn&blt Ul• to 
... t. oootiAgftciu and to aocurt tho .. ac.ret aooc1f 
t.ht7 a~Gtt duirtd by tcooomidn& on othere. 1M polio-
11'1& ot ret.&il.ara ud Wbolesalera oould be lu&ell 
u o14ed. b)' CICiftOIICt.r&1J.Qc -.rrl.t1oa at. t.be ailll'Nfao-

•..n.c l.r<ol. 

}..IZ01• 
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babatiao 

~ u. propoa1 eo...-t.ait> ebJocUcma ..W. 'too vpdo 

1.. the .o.t. ,..1«\&hle U tbe eoatAcUoo ~t. hMd-. fd 
oho101 tor coatt~Ml'l 1• :'lot. derirabl.e at. t.h1.e u... 
Tb1l 111plJ.te U.t. t.bl: rat.1cain& Gtbori\7 llboWd 
4eoi.M 1ft'll.t. pl'opll DHd too keep tJwa at. hll ett1o1tcc7 
&1)6 ebcNl.d t.bcD ... that thq &flo 1t. wbtt.hlr t.bq Wll'lt 
u. or not. .U applied. to , ... ,nt.1al toocb, t..hh oc::m
t.a)t.lon ...,. have ec.e •rit. Bu.t tM praoUcal dia&d.
nnt.apa of tnt.erterin& with tl"etdc. ot ooo~r ohoioe 
.,.. .o VMt and \IIJ.MC811Ml'Y rect-tt.at.icrt 10 ~.,.,._ 
able t~t it will not be aoeepted (exo.pt b7 t.hoH 
wboM bide •al.u .. ~ tbt a&jor pna1.ee ~J..t1riJ 
tM caae lor treedoa ol choice ..,..D in noraal t.1Me). 

L A plaut1blt bat leae NUOilable objtcUC111 U that. t.hie 
tJ1W. ot rat.iu:dn& will be too cc.pli~ted to txPl,&1l\ 
to OONUM.n. thie b a po:S.Dt. t.bat ~ be Nt.u.ci 
SA writ.in&• But it b b:r.rd t.o ... wtQr • .,.._ 
lJm>l rlnc ...,...,. or polnto of GBlT - ~TPO oa-1.4 'too 
_.. ~ .. ~ ·- - i.oYolY1J>a • -~1plloil,7 of 
- -.or wilT • .,.- of !rloo• -- 1D ,.a~. u..~ .... .,rbd ..u orl.t!W> -1,7 -
ehool6 ~ work -- ext..tr.ded t.o COWl' all ~ cood•· 

e. .u objeotioft, ~ nlated. t.o thl MODDd reternd t.o 
ll:M:M1 wUl. 'be aldt bT all tbo.te wbo arp that Nt.i.c:m-
1toc ..,. t.ollinc - - .. ch .....,. .... ba .. and 
t.bat \.bt,.. b .-.t.b1q: ..il:IMrenUy •tnDte &ad 1ft"CCGG 
tbout. a ~ce 'llbich reatricta ccm...,., tr"NNCCa or 
acuoa eo UtU., 'l'he Atte ~le wUl. arpe tNt t.bie 
prc!pONl. iapU .. eettJ.na up another prioe •·r-te. t.o 
GOatrol. tM &lloeati.oft ot goodl: and that it -.al't, 
t.Mretore, be unjuat. bKa1.1...N an unOODt.rolled •cner 
price ~t.• would be u.njuet. !bq ll"t cornet, of o<Nr••· that lllh.at 1a M.re .ugeat.e4 11 • t,. or price 
'1~ but, tor rea.aona upldna4 abo'l'e, ito wou.\4 Mt 
OJ)tt"&t.f \oo the 41Nd'fantap of M;r pereont UOfP' tbote 
«boN a.e<1 or clllin tor all 8C&l"oe cooda -. 
••~ creat. And they u-e coin& to .urttr 1fta.t'"r .,...._ 1• dni.ted. 

J·ll•l• 

,, 

D. ~ u.o ...u&on .Oject1ca of .u or111 •- rn. 
t.he potct.Ual. adii1A16trator who wUl recgp1 M \.bat 
\be i*OP a n4 ntical;o& .,..t.. wtWilld 

(1) ..U tor ,..,._ CU'OtU1 oolcolou.a loot ... • 
~· U poJ.n.t.a -.. eat.abl.1abed Cl4 

( 2) im'Oln t.bl r1e'k t.h&t a ~ run em ODe or 
.orto re.tri.ctAod. c.~tiu 'WIOU14 occur too 
~okl.T to be hlltAd bT a abu'p ri.te 1D ita 
oott 1n point... !bat t.hia r1.ak ~ mn 
O&MOt be 4ell\ie4. 1n4 it alt. b. tdd.t.t.M 
that it would FCIW U aore COlBocU.U .... re 
added to the reatri-et~ liet aM tbe t.ow.l. 
rationa w re enl.&rpd.. !ftD at the wt.eet, 
there lli&ht. be a run on t.a or GOftM Ul4 a 
cltoliM 1n paroJ:II.aet ot, ,_,., NIN' and oorr ... 
'!be r11k of IVoGb tbiJ:l&l baAlM1n& YWld M 
&rMtlT iAcreued 1l ~~·· ill pointe..,.. 
Ml.1eft4 b7 co~'' to boa QDft.abl.e 104 t.o be 
U&blA t.o ~·· Bid, 11\t:r all, • r. OQ 
tu.p:r tbat bepA ill ~ 19lal aec:ee.,.tat..M 
u.. ~".., of rau- 'lll1ob -u .,.. 1oo 

·~- ...ul- 19lo2. '- .... -toaM, ~bclllr, to ~t tbl JW1, cr Me\ 1'4 
et.U pa =rt. ....una CCIIll4 be wtc. at.aa 
.... ""- - ...... dooc:rlbod olrood:r "" -o~, p1.oea 1n poi.zlta OCJQU be al~ 
witbln \ til) or thrM d.l:;ra of tbe e.ppMI"CllO ot 

~ <!-. llodora~ ·-~ MaSAl.t.ra tioo could M.t thla objMUCic ooo-
clUiftl7• 

tbf ratiOidn.c ,,.to. which baa bee pl"''PPHd, tbtrttore, 
would J1el<l a oc.pnMM1n aDd worbbl.a aolut.iCG t<lr t he ~ 
in.& Pf'Obl• of toel"'it.l.,. 

-o -
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..... l '· 1,..,. 

u.. ... ---· 
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April 7, 1948 

I real JODP lottor of Aprll 6 

with croat lntoroot. 

I ohould bo gla4 to dloouaa 

thlo • 1 th ;you further at &Ill u ... 
Touro olnceroq, 

(11p.a) llca7. 

llon. l••• f. forrootal, 

Urulor Socrot&PJ of tho laYJ. 
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TliE UNDER SECRETARY 0,. THE NAVY 
WASHINGTON 

Dear IICI')'a 

Tbito 1t DOt an off1o1al o-saat1on &D4 I u co1Dc 
out.lb rq procrdnoa 1n writ1Dc 1t, but I baft bee eo 
.ucb 11qlrNHd br ~ tacte tbat I C&D't I<Mp rqe.U 
troa et.pp1Dc Ollt ot ~. 

Tba Br1t1eh ..- ne1ta aco eat a co.l. ot S2~,ooo,ooo 
poaD4e ttarl1ng tor wl1mt&r7 contribl1t1on to wtw.t aa 
deelpated 0 Br1tl.lh Ial.N War Sh!p WM!t.• So tar, with
out a tuU report, 5~,000,000 atarl 1Dc baa baeD contri
bllted. It •- to • tat 1n clot1Dc U.. 10 celled 
l.ntl.atl.oD&r)' pp ~ are poaa.1b111U.. tor ua 1n th1t 
aupla - DOt ~ war ahipe bl1t pl&Dae, t&DU, ato. 

A 11118btr ot paopa are aklpUcal aa to wbat •• could 
a•t on a wllmtar)' baaia 1n tlda oount17, bOlt I u 
enoqb ot an optW.t 8Dd a aale-n to bllleft tbat 
1t 111cht bl oonalderable. I don' t want to so ott tlw 
d"p el>d 1n pro.ot1Dc th1t 1d• &JI7 turtbar w1 t.bOilt a 
word troa :yoa. 

I hope 'fOU. will torci'ft th1a e.atwr pra-.pt.lon. 

' 
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April 7, 1942 
2:55 P·•· 

KMJr: Morgenthau. 

S1r 
rradericlt 
Phill i ps: Yea, air. 

HMJr: How are you? 

P: Oh, I'• Ill right, thank JOU. 

KMJr: Two thinge - I eee• to be IU.ltlng • l1 ttle bit 
or headvar nov in getting you some money. 

P: 

KMJr: 

P: 

HMJr: 

P: 

HMJr : 

P: 

HMJr: 

P: 

lfl!Jr: 

P: 

IIY.Jr: 

P: 

liMJr: 

Oood. Yeeh. 

I both got a letter from Mr. Sti•eon, and toda7 
one !rom Mr. Jonee. 

Yes. 

And by going after Mr. Hopkins - he 1 e nov g1•en 
it to - oh, whatever the •an'e name ie o•er at 
Lend-Leaee - MoCabe. 

McCabe, rae. 

On the question ot picking up outetandlng con
tracts. 

Yes. 

So McCabe eaid that he vae going to concentrate 
on 1t thle week. 

Uh huh. 

So •.... 

I'll be seeing him tomorrow. 

Well, I thought rou'd like to know thle. 

Yes. I di d call on Mr. Jones .•... 

Did JOU' 

50 

P: •.... and he expreeeed hie intereet in the eubject. 
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f!MJr: 

P: 

H~Jr : 

P: 

Hl!Jr: 

P: 

l!Y.Jr: 

P: 

HY.J r : 

P: 

HMJr : 

P: 

Rl~Jr: 

": 

- 2 -

Yeah. Well, the thine - eo that 7ou could 
help on 70ur end, White's looking after 1t 
tor ae, but Roptine bas turned hie end over 
to McCabe. 

I eee. 

And I juet wanted to let you know we're doing 
ell we oan. 

I &ot - ae a aatter or raot - I got a letter 
in juet thie aoaent rroa McCabe •.... 

Yeah. 

51 

• •..• which ie about one ot our Lend-Lease appli
catione, end it rune, 1 It aeeae to ue that in 
order to g.rant your request, we would be required 
t o relax our rules or eligibility. Furthe~ore , 
we do not reel J ~etiti ed in teking thie step 
without having deter111ned in conjunction with 
the Treasury that the British dollar position 
is such that a 11ajor change or policy is neceesary. 1 

Yeah. 

It'e obvious he's been thinking along eoae or 
t hose lines. 

Yeah. Let me a sk you this - I jue t had a note 
rroa Mr. Forreetal a bout t he British Isle War 
Ship Week. 

British Isle War Shio Week. 

Yea. 

Yes . 

Now, be said they were trying to get tive hundred 
and twenty-rive mill ion pounds eterl1ng, and it 
eeys •voluntary contribution• . Doee that aean in 
the way or a loan or a girt, do you know? 

Oh, well, I haven't heard the details or that 
thing , but - it givee it like what they ueed to 
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HMJr: 

P: 

I!MJr : 

P: 

HMJr: 

F: 

HMJr : 

P: 

HY.Jr: 

P: 

HV.Jr : 

P: 
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- 3 -

call tha •weapona Weak". They try and get all 
they could voluntarily, I ahculd think; but alao 
they ' d count into tbe1r total anything they got 
eubecribed in the particular town or d1atr1ct 
1n War Bonde and eo en. 

Wel l, would ••••• 

The general 1dea 11 t o - w1tb tha t kind or thing
i~ to put, say Liverpool 1n coapet1t1on With 
Manchester and make thea t r y and r ace each other 
! or a t otal. 

Would you aind sending a cable to you.r Chief 
and sayi ng that I'a 1ntereated? 

Yee. 

Would he send over just enough deta1le so t hat 
you could. tell ae about it? 

That's right. I'll do that today. 

11111 you? 

Yea. 

That I'• interested and I'd l ike t o know. 

Yea. 

I f he ' d cable back just a deaoript1on or wha t 
i t 18. 

Right. Tbat . ahall be done . 

l!MJr: Might l earn eoaeth1ng. 

P: Yea. 

HMJr: Thank you. 

P: Thank you very auoh. 

Regraded Unclassified



.April 7 , 1942 

At three o'clock a group met in the office o f the Secre

tar )' of the Treasury. In addition t o Secretary l>!orgentbau, 

t.10U present were: Mr . D. W • Bell , Under Secretary of the 

Treasury, Mr.~. H. Foley, Jr., General Counsel of the 

1reesury; ~r . Pr es t on Delano, Comptroller of the Currency; 

r . rtobert B. ~cCandless , Deputy Comptroller of the Currency; 

_r . Norman Tie tjens, Assis tant General Counsel of the Tr easury; 

and ~r . c. B. Upham, Deputy Comptroll er of the Currency . 

Mr . Bell informed the Secre t ary that the matter up tor 

ccnsider~tion had to do with a proposal f or the purchase , by 

53 

r cor pcr t' t i on to be organized in Detroit, of the remaining 

asse t s of the First National Bank- Detr oi t, insolvent . Mr. Bell 

sold that ~r . Del ano would tell the story a nd give the back-

round of the receivership during the nine years that it has 

t een under liqui da tion by the Office ot the Comptroller of the 

CurrencJ . 

Mr . Del ano then placed before the Secre tary a memorandum, 

copr of which is attached, g iving the salient points of the 

proposed action. After he had read that , the Secretary asked 

!.<r • Delano and Mr . Foley end Mr. Bell it they favored 
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tho acceptance of the offer or the Detroit sroup and each 

one of them said that he did . 

l!.r. Bell said one feature had caused some doub t in his 

m1nd--nemely, the fact tbet the purchasers expect to borrow 

the necessary money (~25 million) from the Rr c. Mr. eell 

r'elt t!1is left the Federal Government in t he picture and 1t 

.1 ;hL look as if it were one Government agency turning the 

assets over to another Government agency . Moreover, he had 

• c. .. e doubts a bout the use of Government funds for that pur

pose under the exis ti.ng cireUJIUI tancea . He explained thll t 

1hon he r ade chat point to Senator Br own, the Senator reported 

l,ncl, t o him that the Detroit purchasers feel that they con 

poy tho ltlo'C off in appr oximatel y two years , refinancing the 

debt locally in vstroit. 

wr . Lor genthau asked who the group 1n uetroit was and 

r . ueJ.eno gave him the nllll!es of the members of the Co!lll!li ttee 

tn~ pdrti nent facts about their posi tions and connections and 

standin~ in De troi t . He explained particularly that the 

~~~~ltte~ had been sponsored by Senator Brown and that the 

~£yor or De t r oi t had appointed n representative of the public 

ir te1•oa t on the Commit tee. 
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.. r. Foley said that it seemed like a good deal to him, 

the only question being prioe, which he understood was satis

fac tory to the Comptroller. This the Comptroller confirmed. 

be told the Seers tary that we had a lready paid the depositors 

ln t! is hBlf billion dollar r eceivership all of the principal 

0 ;· their dapos i ts and ths t we would be enabled to pay them 

epproxiu~tely 8 per cent dividend out of the 12 per cent plus 

tr~L has been earned. He expl ained that a safeguard has been 

set up under which any depositor who eo desired could part1ci

p~ te Ylith t he corpora tion l n fut ure liquidation rather than 

retaining the 8 per cent whi ch will be mode available to him . 

, r . ... or E,enthau expressed himself as being of the opinion that 

thle was particularly important and stipulated that the utmost 

cere Should be used to see that this participation f eature 

~8! car efully f ollowed out. 

~r . Dell pointed out that the otter of ~~1 million is 

BpFrox1mately 80 per cent of the appraised value of the assets , 

~n~ ~r . Delano explained that t he bulk of the remaining assets 

is around 2 , 000 pieces of real estate and several thousand 

lend contracts . 
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~lr . "lorgenthau asked why the group in Detroi t wanted 

to purchase the assets. To this .4r. Delano replied that 

they seem to have three main purposes : ( l) To regain 

ros seas1on and administration of the assets in a local 

~etrol t ~roup , as was done in the case of the Guard ian 

_Lnk (tbua removing something of e atisma, as they f elt, 

ln havtllc) e r ederal receivership i n their city) ; and 

(~I because of their f eeling that the more lei surely 

liquid£t l on of the r eal estat e assets which they contem

pl a te would hcve less of en adverse effect on real estate 

'II !uea genernlly than VJOuld t he more pressing liquida tion 

v.hich we mus t necessarily pursue; and ( 3 ) because they 

felt they might also by a l onger period of liquidation ge t 

more ou t of the assets for eventual return to shareholders 

th•n could be realized by us . ~. Bell aupplettented t~ls 

tr otaervlng the t 1n his opinion i t 1a desirable from our 

oint ot view also tha t the Goverru~:ent wind up this type 

o:· t·c tivlty ond get out or the l i quida tion business as 

rapidly os possible . 

Mr • .Aorgenthau initialed the memorandum which had been 

, resented t o him a nd asked tha t he be g iven e photostatic 

copy for his files . 
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i.~:OIWIDUli TO: Se cret&17 l.!or genthau 

FRO:J: Comptroller of the Curren07 Delano 

The Comptroller of t he Currency has received an 

offer of $41,100, 000 for all of t he remaining assets 

of the Fi~at National Bank-Detroit, insolvent, 

58 

The offer ia made by a Committee of depositors 

and shareholders representing important interests in 

Detroit who propose to r~rm a liquidatin~ corporation in 

t he hope that some eventual return may be made to stock

holders who have paid assessments. I consider this offer 

as equivalent t o the present cash value of the assets 

end, subject to your approval, I pro~ose to acce~t t he 

offer and t erminate the r~ccivership as soon as ?Ossible . 

Ir e sale nill, ~ le~, be subject to court ·~~rovel. 

7Hs is our lar~;est rece ivership. Since t he bank ' s 

closin~ in 1933, the receiver has l i quidated 90 nercent of 

the assets and has returned to depositors t he full ar.tount 

of their deposits amountinr to ~335,000,000 . 

The ten percent remainin~ acsets are tee least 
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desirable and leaet liquid of all the aeaete of thl 

trust . These aaaet1 haYI beeR appraieed at 

~51,546,287 but thia estimate contemplate• liqaidl

tion extending over a period of five or more yeara. 

The present emergenc,y renders all such eatlmatea of 

value problematical, and the sale of the remaining 

assets at a substantial discount from appraisal ia 

certainlr preferable to the extended continuation 

of a re ceivership already over nine years old. 

The proposed sale will enable us to pay 

de~ositors an additional dividend, by way of interest, 

of between seven per cent and ei!';ht per cent , ;;hich 

v:ill be more t han half of t he entire interest accrued 

on ee~ositors ' claims . 

The Committee has stated thst it nill pe~t 

unv C:c..,ositor r.ho so desires , to rartici:_Je.te in its 

li~uidntion , if he t hinks it is to his acv&nta:e to 

~o so , rnt~er t han retain the seven per cent or eiaht 

"Crc:ont cash di viclend that he rrill receive from us • 

.. orne clo~os i tors ma:r wish to retdn an interest in the 
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c:~ct~ until t her have been finall7 li~uidated . 

In 1!\V judg:-.ent, the price offered is in the 

'!'i:crcs t of t he depositors , and I recommend that 

\ :.e sale s:1oul d be made . 
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HMJr: 

HP.Jr: 

CpPrator : 

~:Jr : 

?il!Jr: 

H!Ur: 

JPllles 
Lllnd1 e : 

'l}:Jr : 

L: 

'i)(Jr : 

1. : 

1J.!Jr: 

Hello. 

A!)"rll 7, 19~2 
4:oo P· •· 

Mr. Landis ia out or h i s orrice attending a 
111eeting. He'll be back at tour-thirty, or 
they could reach hia it it1 a urgent. 

l would call it urgent. 

Right. 

I would call it u.rgent. 

All rlght. 

Hello. 

James Landis. 

Hello . Hello. 

Ht'llo . 

Henry talking. 

Yeah. 

4:05 p .lll. 

1 wouldn't bother you but 1t wlll just take 
a eecond . Mr. Daniela i s here, and I was 
t elling hl111 t hat at nine-fifteen t olDorrow 
morning we're having a meeting on the subject 
which you tried t o !1nd ~ut something about 
at Cabinet the other day. 

Yeah. 

And Ha r old Smith i e going t o be here, and 
Leon Henderson and that whole group, to tal k 
about rationing a nd forced eavinga and so 
f orth and so on . And I thought that if you 
di dn't have anything better to do, you ' d find 
it i nteresting. 
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L: 

!ll!Jr : 

L: 

HMJr: 

l : 

~'l!Jr : 

l : 

f!I!Jr: 

L: 

lilo!Jr : 

l : 

l'l'Jr: 

L: 

!WJr: 

l: 

- 2 - -
Yes , I vould. 

At nine-fifteen. 

All right. 

Beo~uee I haven't got a friend 1n tovn - they 
all vant me to give up volunteer and go to 
f orced savings. 

Uh huh. 

So it affects you, I think, a bout as much a s 
i t' ll affect me. 

Yeah , I think it does . 

What? 

I t hi nk it does. 

So· come on in; the water' a tine. 

Al l right. I'll be there. 

N1ne-f1ftee n. 

Ni ne-fifteen. 

Okay. 

Right. Thanke. 
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IIMII'"'UU 

te1 Beoro\V7 •rpau ... 

J'r .. l llr. Jla'lll AprU ? , 1942 

I \aUa4 wUb l.eoll Bea4eraoa \ bh anera .. , aa4 be 

.. 14 be .. 1114 be &1014 \o 1- ott a\ ,_......,, • - Hac 

1t 7ou vtll ,,.... 11o bla a\ \bo l>octutac of \bo aooUac 

t.ll4 (l•o bla •- opentac, oliCh ao , 1 I ba•ea't """ 71U 

tor • • o Uao, l.eoa, wtla\ aro 71Ur 14no oa \bh wbe1o 
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IIOARD Of' OOVEitNDRII _,_ 
,.EDERAL RESERVE 8Y8TEM ...... ..,..... \ 

April 7, 19112. 

Dear a.nry • 

!bank you tor your DOte of 

April 6 o-till& OJ> tbe uoiat.Doe 

wbioh OoTerDOr S.,..caak re...Sere<l 1JI 

oonneot1on witb tbe ... ao~~&tiOD prohl-

on tbe Weat Cout. a. will be wry 

Eratitie<l, aa I aa, by your o01111118114-

&tion. 

BoDOrable a.nry Yor,enthau, Jr. , 
S.Oretary ot tbe treuury, 
'4•h1n&ton, D. c. 
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Ulaa .,...,.1, .... • '"'at•-'• 
, ... ,.,.1 ~,oene ._'It of •• 1ft, 
..., r ... t, •· r. 

ro &lft ...,. .. at .. '- -.tr 't'l- w1- ••.,. ••U•u 
111llell 1" 1n1Uate4, the Jlrloei,al ..-w MaD at I• 1ft Cl\J' 't'lelo 
tea Moe T" • ... r .... n .. , 1"• la Wn, lat- .. ..........., et 
til& ' '""'P1 - ef tiMtf.r d.edre '- aedn 'IIIMI'e U., - lie Wlpfltl la 
auua, - ~·- ..-1- at .. ,. l "-alae• 

1M ~~~ -,,...alate tiM '"" ,..,, .. an1UV _. loJ..
"*'hllll&t ~~- 1laee<l.,...,. Thuvr• u• are ,.,.UIIIIlarq aat .. a 
._,..,_.tewtnu.e~••t~w ~ ........ f¥8'-la..._ 
te llt 1p ......, the t1Mnein1 ,recn. eperab -'hlJ aM ••c .. allallr . 

1. IInder the lead..ral\1, •• acl't'l.,. ot the r .... ral ~uene BUlk 
et l ew York, - ..-.r Malra at ... loft 01\J' - aD4 't'lll • _.... 
tllolr oporaUont •• te ..U all of the tlm4ll at their dhpoiDl -n 
ettooU"' la lllnher1ac .,. !rea...,• a ti.Aau1q ,,...._ 

2. fllnoap their orpal•U ... , .,. -.....a .,..,.. -ll•t 
ttolUUu tw tile G"rllnJU• at ae•• \ ....r1U••• "'"'oalr te 
Milk la•enere, Mt ._ • \:r 1r !aft-• u .. u. -.., are &W w 
plue U..ae tatlUUt~ at.,. a.,.lal at.,. trea....,.r aad M offer 
\llt lr eeeperatle la - ..u .... -· acvooalw ...,alp ef lll"rlii.U• 
• t , ... _, -rtu ..... .._ n. 111""'1-. 

'' Ao a '""' wl&loh ~lie .... •• u'iw &&-'• tar tM 
Unrillutloa tf ·-•1•• w _..._.,, _. •• ,_ .,._., at ,... ' 
Nflt'!ht a ftr •....twt, the ,.r_l ... eJI,.rl- af ...... ftPir 
Ci'J llaalrt are on .. Gt .. tal at U.. !r•O&PT fer ....UMUIJI la 
MlltUtriDI tl-eia& ,...er-e W tbt f&P\1wlar .,.,.. at ....ritltt 
"*'loh llipt ... oftMUWq M .... la ,_~ ..... f"CJW'fo 

WIW.IAl: C. J'v';''i'SR 

c:hal- ot U.. G..-1 o-1"" at .,. ..., ton ...., ....,.,, 
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Bank of tllo llanbattan Company J . S ton.rt Baker, 

Balik of Now York J • C. 'rrapbagen, 

Bankers Trust Company B. i.. . T011pldns , 

Central Hanover Bank and Trust. Company Henry P. Turnbull 

Cbue !lational Bank Wint.brop w. Aldrich, 

Chuical Bank and Trust COIIJlllll1 11. Baxter Jacl<.aon, 

Ccalurcial National Bank and Trust Co"'Jllll1 Herbert P. Howoll, 

Com Excllango Bank Trust. Cclolpany Ralph Peters, Jr. , 

Firat National Bank Leon l'raaor, 

Cuarant.y Trust. Coap&QJ of New York W. C. Potter , 
W. P. Conwq, 

Irvi.ng Trust Co10p&DJ Harey E. liard, 

J . P. llorgan and Company, Inc . George Wbitney, 

!Iarine 111dl&nd Truat. Company J&llos Q. Blaine, 

llanutacturers Trust. ComJlllll1 Barny D. Gibson, 

lbtio11Sl City Bank of 11 .. York G. S. Rent.scbler, 
w. R. Bursass, 

Now York Trust Coapany Jobn .&. Bitrwirtb, 

l'llblic llational Bank and Trust. Co10pany E. Chester Cerstan, 
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President 

Vice Pres. 

Vice Prea. 

CbairuD 

Vice Proa. 

Praaide11t 

President. 

Ch .,Ex. Coa. 
Cb., Board 

ChsirJD8ll 

President 

Prosident. 

President. 

Cbai.rMn 
Vice Cb . 

President 

President. 
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,. .. : llr. Paal April 7, 1942 

"After UlU.eraUoa h owell *cUl 
baa turae4 d.- tho nd.io \ o.llt, 11a cuo 
h \he .. aclulloa \lla\ luuuc:lo aa 1M 
could. .. , acroo vUh oneral of tho Mro 
t.ponu\ polah of \bo !l'u...,.,.•o l'l'ecz'aa 
hlo opMCh w'Gld. llaYO oo.. •he.l'l'aollJIC 
oalool•••· 1a a \olophoao coaToru\loa, 
bo u14.-(l) \lla\ he d.id. DO\ MTO aliT 
\ala.\ for la\orpro\1_, \az .. \\oro \o \bo 
c•eral ]Klbllc, ad. (3) \lla\ ho lla• followed. 
\he pollq of o\ATlJIC .,., ot pv.bllc d.lo
cuooloao olaoo ho l ot\ \bo !roaour,r, aad. 
ba4 rotuod. oa ono!'al oocolloao \o ..,_ 
lloforo \bo Bouoo W.,.o oad. lloaao c-1uoo. • 
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nu: aECI'IETAftY 0~ THE TI'ICAIUI'IY 

WAaH I NeTON .,., __ 
VJ dear K1'. l'Pulaut: 

It baa beu pi'Opo .. a that the exlatl~~g 

ahortage in oo"'per •1 be allniate4 to aoa• extent 

bJ aubatitutillg a11Ter for copper 1a oertaia prooeaaea 

in oo1111eot1on with_,. production. the Depart.ent 

of the !l'l&e1rJW011ld .Ue amllbll to ..,. plallta, 

both GonJ'Ialllt &Dil printel7 OlrllM, oertaia •tree 

allnr• fi'Oa the &rulable allnr atooka of the 

Gourm111t. 'l'be allnr would J»t beoau a part of 

thl proclucta of the plallta, nor would it be ulli up. 

It would ratbar be uud aa plant equlpaant 1a noll 

a wa7 aa to pendt aubatantlallJ all of it to be 

retur111d to tha Gon..-nt at or about the teraln

atlon of the war, or 'before it the GoT.ar•ant ahould 

ao daand. 'fbi a1lnr would not be aol4, &Dil aate

guarda would ba adopted to wure the l'ltUl'll thereof 

to tba Gonra&Dt &Dil to 1D4.ulf7 tha Ull1 ted Statu 

apillat lou of tha allnr troa wear &Dil tear or 

froa Oth_. l'a&IOilo •1ree ailTel'• 1a liD001Jled lilTel' 

Regraded Unclassified



- 2-

01111ed bJ tlle Oon~t, blat wb.lob. la ~t belcl tor 

red .. pti~n of &D7 OUtlt&Ddtng lilYOP 11Pt1ticatel. 

Tbe 1uppl7 ot •tr•• lilnr• la laPs- eao11Ch to re

leall large quant1t1•• ot copper tw otlael' wv 

neede, it tlle propol&l. 11 our1e4 01at. 

It 11 the Ylew ot tb.la Departaat t!aat 701a 

ban pl•D&I'f poiJtr lllllltr tllt Joint Re10lut1ou ot 

Dec.-ber 8 and Dectaber ll, ~1. 66 Stat. 795, 798, 

797, in lilic.b. a lt&tt ot ftP ftl dtcl&NCl between 

the United Stat01 aDd Japan, Gel'IIIJl7, and It&l7, to 

authorise action to be tat.n 1n accordance with the 

abon out11Ded propol&l.. hl"theNOre, the Dtpar1uat 

ia in receipt ot an opinlon ot the .Attorne7 Ge•ral 

ot tlle United State• to the ettoct thet tllo Seoret&r7 

ot tlle Tl'euur7 hu authori t7 to O&I'Pf out the pro

posal without approyal or authol'lu.tiou tr• ,ou. 

H011ner, tw pollo7 PMIOU, u well u to 

strengthen the lapl growa4e, I • ot the oplnion 

that action lhoul4 not be taken under the propo1al 

without 70ur approY&l and authorilation. It ,ou will 

indicate 70111" approYal and authorisation below, I 

69 

Regraded Unclassified



• 

-·-
IIIUl UD ltepe te I'* U. JNJIIIl. late .,. .. u. 

111111er ..Jl e..Utl- Ull ...,,, rat. u I lt.l 

uo .. ...,. u4 propr to P"'Mt ..a ,_.te tM 

!atereata ot tile DdW St:atee. 

1&1~,... •• 
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It ............... , ... edatbc 
lbortllp la .. ,... aJ M allnlaW te - utat 

liJ 111NUht1AI a11Yer fop ...... la MPta1a ......... 

1A .... u. 111~ ... ,...,.cu-. on. Depvt.eat 

ot U..,.,....,., wUl .Ue aw.llaW.e te.., ,-ta, 
llo~ O..u 11t u4 prhatall ...... MPt&la .,._ 

ellu r• rr. thl ••Ua~ aUnr ateab et tM 

Gonr-t. '1M •11•• waU •t ~~~= a Jll'l at 
thl pl'Oil•h et U. plaata, ... w.W 1t be uaA up. 

It •ul4 .. thlp ........ plaat et111JIIIIIt la ... 

a ~ u to pel'lllt nllet..Ualq all et 1t to M 

reb&nll to a. a. ... , ..... _, at_. U..t tM bl'll1a-

&tlOil at Ule ........ ,... lt u.. Glow a t ... y 

10 4elllll4. '1M .u, .. •-» ..t .... w . ... ..r .. 
J!'l&fta w.U 'Ill ...,W te s • "- nt.a U.net 
to tile C.w t .- t8 lal 'CJ tM UalW Statee 

aplut *• at • .u. ... fNII _. ... leer w 
t.._ otta .. Puc rra. -r... .u..,.• la ... 1_. allnr 
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-d llf Uao Ono.-t, '-t *lQ 11 Mt MW ,_ 

,.._,uoa et aa:t ..U .. ,., • .u-. o..utloatea. 

tM npplT et •troo 111wr- lo lup •z ... t. ... 

lea .. large quutltloo et ..,. .. fer otU• _.~

DONI, lt the propoeal la MPI'W .. t. 

It la ll. 'fin of tUo Depvt..t tbat 7011 

han ploU17 pon• ..... tllo lolat a.ool•U .. of 

Doca.U.r 8 ... Doe-.. U, lJU, 66 Stot. 796, '11161 

m, 1A 11hloll a at&to et war .. ._lanl botwea 

tbo UaJ.W Stot11 &Ill Japaa, eo...,, u4 It&lT, to 

authorise aotlon to M toDD la aooortuoo with tU 

a bon outl1M4 propoeal. ,..tile,...., tho Dopartllat 

11 1A rooalpt ot u oplaloa ot tU .Ut.rur C..ral 

of tM Ullltoi Stotoo to tM oUoot tllat tiM Seoret..,. 

of U.. r..a..., •• uthorl tr to ......, ost tho pro• 

pooal 111 tho.t appronl • utMrhatlu troa 70L 

S.oYor1 t .. polla7 PJJOOal1 U ..U U to 

•tre.cthoa u.. apl p. .... J I • ot u.. .,w. 
that aoUoa lh..U .. t \o tea._.., tU fiOpoal 

without J'OIIP approYal u1 astherlatloa. It 7011 wlll 

liiAIJ.eato ,.., approyal u4 aatllulatlu llolAw, I 
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lllall talll •• .. .. • ..... 1 late .,. .. u. 

llller -.k e..U.U- ul u I I te u I fbi 

.... ...., ... ,..,. ... ,.. .. t ... ,._ .. t.M 

lahNIU of ta.e Qd W St. tea. 

Pal~,..... 

(Siped) a . Morp.U..., Jr. 
S..N'-'7 ef U. fl I I #• 

h'RPtEHFtTla • 4/6/U 
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April 7 , 1942 

MEMORANDUM FOR THE SECRETARY'S DIARY: 

Secretary Morgenthau suggested that Harry White 
and I t alk to the legislative leaders i n regard to a pro
posal made by the War Production Board that we make some 
of our free silver stock available for use in war plants 
being erected by the Government or by private persons for 
the production of war materials as a substitute for copper. 
The siher would be loaned under control safeguards and 
would be returned to the Treasury after the emergency when 
t ile copper shortage was not so acute. 

Harry White and I saw Congreamnen Jere Cooper and 
Eugene Cox, Acting Jd.aj ori ty Leader and Speaker pro tem in 
lhe absence of Congressman McCormack and Speaker Rayburn , 
in Parliamentarian Lewis Deschl er 's office at 1:30 P.M. on 
Thursday, April 2, 1942. Deschler was also present . I 
outlined the proposal and told them t hat we had looked into 
the legality and had come. to the conclusion that t he scheme 
was legally feasible . I also told them that we had taken 
the matter up with the Attorney General a.nd from our con
ver sations with his representatives it appear ed to us that 
be would agree with our conclusions . I told them that our 
purpose in coming to t hem was to gat their reaction as to 
whether or not we should go ahead , provided the Attorney 
General was with us, without coming to Congress for specific 
le gislative authority. 

Congresmnan Cox read carefully my memorandum 
(pri nted copy of which i s attached) as did Mr . Deschler. 
After some discussion Congresmnan Cox thought our position 
was reasonable and saw no reason why we should not go ahead 
if the proposal is within the law. Congressman Cox did not 
think we could be criticized and if we were he said he 
woul d defend us publ icly. Congresmnan Cooper said we might 
come down and discuss it with them i f the Attorney General ' s 
opinion was not favorable at which time he would call in 
Congres~an Mart in to see if some agreement couldn't be 
reached on the wording of a joint resolution restricted to 
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'llhat we wanted to accomplish. Otherwise he thought we 
should go ahead without legialation. l(r . Deschler wu 
concerned merely by the scope of the President's authoritJ 
under th.e Joint Reaolution declaring a state of war to 
exist between the United States and Germ&n7 should we 
conclude that the language of the r esolution is broad 
enough to pel'lllit the President to make the free eilver 
stock available as a copper substitute for war plants. 
His observations held merely to the reasons expressed 
in t he memorandum. He had no objection to the purpose 
Iii ich we sought to achieve . 

Yr. White and I then went to Col. House ' s office 
'llhere we talked briefly with Senator Barkley. Senator 
Barkley told us that the ::.enate was in recess until 
April 20 and would not have a quorum for the conduct of 
legislative business until that time . After I had ex
plained the problem to him he thought we should go ahead 
but agreed to consult Senator McNary. When McNary 
joined us I told him what we proposed to do and without 
hesitation he suggested that we go ahead. He said that 
silver legislation at this time would open up the entire 
silver question and the delay would be interminable. 

1. }.J 1-/. 
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tall. J'> lq1!2 

to1 locrotary Vorcentbao 

71\e queot1on bae ar1oon whether thero h authorHr 
to per111i t tho uoo of the aYa1lable o11Yer ttookt Y ot the Go?orzo
ment i~nduotrial defenoe planto, both GoYermaont &Dd priYOt•lT 
owned, in oubotitution for copper. !he oilYor io to be uoed in 
ouch ID&DIIer that 1t wnl not becoao a part of the product or bo 
utod uj), but wlll be &ado a part of the plant equi:s-ent and -will 
be returned at the tel'lli.nation of the war. !hero ~ be 10010 
-11 lou frOJt oo......,rlion 6114 roconftraion of the bart of oilftr. 

!he authority of the Seoretarr of the Treaeory to eell 
a11Yor }W'au&nt t o oection 4 of tba Silnr l'urcbaee Act ot 1934 Y 
can bo exercioed onlT when the aarket price of oilYor io in oxcooo 
of ito 100netarr Yalue or sHYer otoclco oxceod 25 per contu of tho 
Yaluo of the monetarr otocko of both sold and oilftr, aoither of 
which conditione presently exioto. RoweYor, t he J oint lasolution 
of December S , 1941, d:eclarint; a otate of war botweon the United 
Stetoa and the llllperial Go .. or1ll08nt of Japan (Joint lleao1ut1on of 
DecemberS, 1941, c. ~1, 55 Stat. 795) , proYidetl 

•• • • the Pres ident it horoby authoril od 
OBi directed to 011plo7 the ontiro n&Y&l and 
llilitarr l or cao of tho Ullitod Sta t oa ond t.ba . ....-
rceourcea ot tho Government to CaJ'JT on war 

Y ThO onl; aihor ..,hich 1o conoidorod i n tbio concoction h tbo 
to-called •tree o11Yor•. Section 5 of t he SilYor l'urchase Act of 
19'11 roquires tho maintonanco, '" aocuri t1 f or outot.endiac o1lY9r 
cor ti ficat os, of ailYcr bullion and st3ftdard ailYOr dollars of a 
aonotarr Ya1uo equal to t ho total t aco oaount of oilYcr cortifi
c,t oo h ouod both boforo and aftor t.bo pnttqe of tho Act. 
y 

Act ot Juno 19. 19311, c . h74. t oo. 4, 4s Stet. 1178. (u.s.c. , 
1940 od., title 31, tee. 7J4b). 

76 

Regraded Unclassified



-2-

acoine\ u,. Imperial OoYe..,..nt of Japan; and, 
to llriac tbe oontliot t o a oucc .. etul tenol,.... 
Uon, all of tho reeourcoe of tbe oount17 are 
boroby ilodji b:r tli8 Concrou of tbe thlitod. 
St&toe. )J 11nd.ouoor1D& 1\lPPliod. . ) 

ibat 1~ 11 ld.onUoal with the laD&U&P of the 
Joint RaooluUone of April 6 , 1917, lKl Stat. 1, and Docea'ber 7, 

1917, llo Stat. 429 , wbicb r oepocU•ol:r dnolared a eta to of wnr t o 

oxllt botwoon the Imperial Gorman 0oYOrtiiiOnt and the United Sta t oe 
11114 botwoon tho Imperial and Royal .tuetro-Hungarlan Government 
and t bo Urtltod Stat oo. · 

ibat brood powore wore grontod to tho Proddont b;r tho 

Joint Rooolutlone of April 6 , 1917. and December 7, 1917, hao boon 

r ococnhod both by t bo Supremo Court and tho lower Jodore.l courtt 

and In proolamatlono and oxecutivo ordoro ieeued b:r Proeldont l lloon 

during tho tlrot l orld 17ar, Tbue , tho Supromo Court I n lligbl.and v. 

l!uoooll Car Com~, (1929) 279 U.S. 253, euatnlnod. the fixing ot 
tliO pr[co of co under tho Lcroor Act (Act of Au&uat 10, 1917, 

c. 53, bo Stat. 276. ae ...,ondod) . and In eo doln&, olt od, ""Oft& 

ot bo r applicable atc.tut oa, tho Joint RoaoluUon of April 6 , 1917, 

aa tollona: 

0 Tho Joint Roao1ution of April 6, 1917, 
lKl Stat. 1. declaring war wi t h 0o""""l" 41r oct od 
tbo Proaidont t o e:tp1o:r tho onUr o naval and 
oUt tary forcoo and plodgod all tho r oaourcoa of 
tho country to br ing t he conflict to a oucoooaful 
tom inn tlon. • 

'!be Oourt In tha t caao hold t bl\t • • • • the Congreoa and 

tho Prootdent oxor t tho var powor of tho nation , and t bo:r have wide 

j} Tho idontlcal lon~o it contOlnod in t5o Joint Roaolutlon 
ot Docombcr 11, 1941, c . 564, 55 Stat . 796, doclarln& n at oto of 

""" botwoon tho 11n1tod Statoe and tho Oovor lll!lont of Ooroa.n;r , aDd 
In tho Joint Boaolutlon of Doceaber 11, 1941, c. 565, 55 Stnt. 797, 

declaring a otate of Wf\1' boboon tho Unltod St a t oo e>.'>d tho 
Govorroont ot I tal;r. 
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411crotloD ao t o t be ...,.,, to be oorployed succeootul}T to carry .,., • 

s.o allo nrc1Dian Baibrg •· llullou, ( 1926) 271 u.s. 220 , 224. 
A&aiD iD UDited Stat oo v. Wollo, (D. Y.D. ~aob. 1917) 262 Jed. SJJ, 
the court otatod tbat I11>CO tho hol14ont wao dirooted by the 
eoou ou to omploy tho on tir o DaYal Md llili tary tor coo to carry 
00 .. ,. ocn1Dit tho Imperial Gorman Oovor!liDont , it"'" illlllatorial, 
in 0 prooocut1on for conepiracy t o prOYont tho onforoomont of lawo 
rolatin& to mo'bilhation of tho .t.roy, whether tho Soloot1Yo Dr..!t 
LaJr (.Act of Way 18, 1917, c. 15, lio Stat. 76) bad boOD paeecd or 
not at the Umo ot tho allcsed conopiracy, J'inal}T, 1n Unitod 
States v. llciDtoab, (D. S.D. Ya. l9J2) 2 r. Supp. 21jlj, app. d110. 
(c. c.L 4th, 19JII) 70 r. (24) 507, eort. doD1o4 ( 1934) 293 u. s. 
586, tho court, in an obi\ or dictum, r ocognisod tho right of t ho 
eovor~ont t o condemn lond 'by v1r tuo of the poworo c rant cd in tho 
Joint Resolution of April 6 , 1917. 

Conoorabip of t ol ophono and tol ccraph linoo and ou1>
nari no cabloo wno ootabliehod by Prooidont Wiloon ~rouant to the 
authori ty of tho Joint Rcsolut1on of J.pril 6, 1917, supra. 'lbuo, 
by hecutlvo Ordor Bo. 26oli, dated April 28, 1917, ho prohibited 
Um trl!lleiuion by coaponioo or poroono ·owni!ll;, controUi!ll;, or 
supplyiog tolouaph tmd tolophono linoo or oubloarino cnb1oo !roo 
trnnsm1tt1ng a ouocno without tho tlllit od Sta t oe and f rom dolivorin& 
nooengoo r ocoivod from ouch p oi nte except undor ruloa and ro~la
tiono ootnb1iohod thorofor. Tho on!y authority oitod f or the 
action " At : 

10 • • tho power vo e t od 1n ac undor tho 
Conotitution and by tho J oi nt Rceo1ution pooood 
by Concrooo on April 6 , 1917, doelarinc t ho or-
1etoneo ot n atnto ot war. • • • • ~ 

Zxocutivo Or dor No. 26054, datod Apr il 30, 1917, authoris
ing tho Soer otary of tho Navy to tako over r adi o atatione, wao 
atat od to bo ieouod upon tho author ity o f the J o1nt Rooo1ut ion of 
Congroaa dat od April 6, 1917 and tbo Act t o RoS~>lllto Rad1o Con-

9 liecutho Oiaor !lo. 2967 , i!itod Soptoo'ocr 26, 1918, "hiCh 
nod1!1cc1 ixocut1vo Ordor Bo. 26oli, wo.e prodieatod upon t ho """" 
<111 tbor i ty. 
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wnicaU ono, approYOd .to~AUot 1}, 1912, 'iJ ln addition, Prooident 
'fUaon ioouod tlu'ea proclamatiODo takiq OYer variouo r ail llll4 
water tranopor tatioD oyot••· ProclaaatioD of Decoa'ber 26 , 1917, 
110 stet. 1733: Procla:laticn of 4pr1l 11, 1918, 4o Stet. 1769: 
ProclaDDUon of .7u.no 22 , 1918, 4o Stat, 1808. I n all of tboao 
proclamation• tho Prooidont cit od a o author ity tor tho acti on 
takon not oD~ tho .1ot ot .Auguot 29, 1916, empoworinc him to ao
our.>e control of tho oyatemo of trMoporta tion, but abo tho 
Joint BDeoluUono of 4pr1l 6 , 1917 and Dccol!lbor 7, 1917. 

It lo apparont, therefore , that tho diroc tion contained 
ln t ho Joi nt liDoolutiona of Doconbor ll, 1941, 111>4 Il$e01!1bor 8, 
19111, authorhinc llll4 dlr ectinc t ho Preeldan t t o ooploy the 
roaourcoe of tho ()oyorncent to carry on the war, • • eta in h1o 

broad dlecroUonary powers conc orn loc tho uae of tho Govor nnont 
rooouroee. Tho 0 roeourceo• at a county havo boen dotlned to 
i nclude -land, t iobor, coal, crope, ~provo~ente, ra1lwaya , fac
tortea, and ovo thi that oe to roke u. ita 170/llth or to 
render it dooirablo. Jo!foroon ounty v . et or, ly. 1907 
105 S. i. 887, 888. .IJld i n »oor o v. Sta te Social Soour1ty Comh
oion, (l!o • .Ap;J. 19}8) 122 s.i.(za) 391.394, thO vora • roaourcoo* 
~~• defi ned a• •nono or ~ o r that ean be convortod i nto 
auwltcs ; -.ana o raising nonoy or w.pplioa; a 
capability of any ki&d,i 

l(y conclueion, thorof l)r o, 1e that it 1o within tho 
Pre sident' a povore under the Joint Roeo1utiono of Docaobor 8, 1941, 
and Deeoober 11, 1941, to di r oct that •rroo oilvor• c~ntained i n 
tho avoilable otocko of the Oonrn.,ent bo tranODi ttod to industrial 
pl<\nts oocaccd 111 defonoc production for uoo b)" oucb plo.ots in t hat 
production i n a o~or which u ill portlit subotantil\l~ all of 1t 

to bo roturncd at t ho tomiM tifln of tho ,.ar, 

(Signod) E. H. Joloy, Jr. 
Gcnoral Oouneol 

It h t o not ed t hat t o ardor 1>aa or ip 7 houod na 
eutivo Ordor No. 2585, dated lopril 6, 1917. '!tie two ordero 

aro i dentical oxcopt that t he latter ar dor ineert od al an auth
ority for t he ~ctl~n tskon t ho Joint Roeo1ution of April 6, 1917 • 

• 

79 

Regraded Unclassified



Mil .. -.lilA--., ... , 

........... 
............. e6 ...... 0· 

~...,.., ............ 
It ,_ 1W cue, I tiiiiiK 1be ...... ,_ya $ ', Ia U 1 u« 71 

w&\11 • • • • o. , ttU. ,, .... )!It, ... .,..... .. ,.. ., -'flU.,, 1!1111, 

.......... MnwStll, 10 I ...... -•fttr ef .. W. &"II'~ 

pu._, .. lmM cr Urrarr ,. • .u- Ia ,a.. el ..,_ tcr -

...... Ucc. 

80 

n- w ...... -.._,..-.. ..., ~ n•• .. , .. r•u= 
u ... 

~. 

Regraded Unclassified



)' ,. 81 

.... - ti!lld-11 ·-11'11.' ............. 
tllial Na, 

1M II UW) ~ tM b I• 

.,-.r .......... ,. 
,_ 1.a"- ~ Afl'lll, ~. a u •• IV' ...... • * ,.,,.,. 

1a tile ,_ ~ r ;; tw - ,. I n•• Ia .,... lace ' _. 

JftWWJ, I I~ ..... a ....... - ... , ..... _,.& tM ....... ~ 

I\ 1a IV' "P'rf• \11&\ ,_, u 81 aa'*-7 ~ tM tltllra_.,, - aa 

1aaaa ar 1' I II \II& - ., ·~ en-.• 
Ill JSU' I I \ hi' IV' ..,... Ja ..... .._. 

•n s. -*' w 1 • *' _.. .u- 'ldl1 ..._ • ,.n ~ u. ,.~••• ., "* ... •• ..,.. ,.._ wm ..._ • ,.n 
at t11e ~ c 's ' aa ..,. • ., • • ,._, 1 w 
U.U,. aU ~ U .. 'loa raiN: I .. tM Ia I a\ U. 
t '•\Ia ~ -- - - ...,.... *' .. lei "• -..-.. as .u- 1ll11 • "* ..w. ..,. wt a m 'ldl1 "* ';wws-\lla: •••~*.u-•••..,. 
~ .. 1 ' U:r tM IIUW ' U .... dl- 1a 1-' ,.... _ _. ....... ,....... . 
tllia .u- ,., ,,.. w Sa .,_ ••••• -•• 1a ..,._ llllm• u lae4 

.u- .... __ laiW ' ........... ..,. .. ~ ... -

........... .u-~. 
WUII tile UP Sial~ \lie PI ' I I '• tM I ala;_, tM til I 

1a .... 1' .... - au- •• 2 II .. ~-- u. ,. , ...... UTI• 

Regraded Unclassified



82 

.... o., U\le ~ - ~)), e. aJl ...._ en a· S 7 .. _,.. 

... , Aft. tld8 ..,, .... - _ ......... .,. ow .. - 1-. -

.. .......- ..... .,.a- ... ..1 ---.. .., 
ft1M et * ...._ ~ 1111-~ .,ne-; .._ IS,.._._~* 

Ul7' ....:&. ., - .. , , .. ~ ..w .. .u-.• ..... ~ ... 
..au..--'*· !IIU .. 

7 7 

1 ,......_ .._ .-, tt e u, 

.u--~----atl-I'W? .......... ¥ .... .. 

.. ~,... u. ~ - Ia .................. 2 ........ ' ... 

tr U01 0981 ef •ace 1111_. hr .. W 7 8 jiUJ JUS. 

1 a '• ~ * •ace 1111_. lu uSr1 8 1r ....... (Aut~ 

,.,.... ), l.l'rf, c. 111, ID hat. m, .MJJ a.a.o., U\le leO, -· )Q)(a)). 

!?Ia\ nawtu ji'ftUN u t.U..e 

.,.., .......... .,. ..... lu --· p- - -ITS cW, ~ tM 11 I ta :a.ua-, a\ lila dt.lacU• hr 
a ,...W =-' -~ u• ttw ,_., _. •• aSH • 
................. » -. ., - ................. lila -
tnlo ,_ tMl•d• ~ ........... - ......... ..... ..s.u.. 18, ~ .... ~ lllaU ... ,, .... ":r '* , a-·· , 

..,.. ), 1179, Ia ..... _ ... 7 _,_ ..... , .. _ ... , ...... 

!laat.liTrlvw-=- ,., ........ ., _..,, l.l'rf, lu ... 

UulW ta JUte c-., ot..., ,.,....._ ~. I\.,..,. ta JU e -., ~ ar 

!tao....., e6 .. Ill __ ,,, pe;$#s1 ~ Md tMt J1i 5 IW J.a ... I 0 'et 

Regraded Unclassified



f f ! f ~ I f I i ~ i ~ ' ~ f ~ ~ ' ~ l I 1 
f 2 f ~ i f ~ ~ ~ 

:~ l ( I I f J 1 1 ~ 
~ - ' • 4 ~ ~lti' ' 5 i ; ' f . , J j ~ ' • r 
( • I ~ f ~ i jf~Ji ~ f ~ I J f ~ f f ! I ; I ! i 

~ 1 I I J f ~ • ~ ~ I I •• - ; f I i ~~lf( I f j 1 f f I ~ f! f I l 
t · ~ 1~11!"-. 1 · ! f i ~ .! t I ~ I I : 1 

I ~ I ~ ~ ! I J I J ~ 
Regraded Unclassified



··-
......... ' ....... -- ........... , ... ~-.. , ' - 2 ' .. 

.-plne ~ .. "u. .. ltdlilll ., ..... -· '· - .. 
Jill uaUM• e6 ..... IJ ti ...... UU --~- 7 ala7 el 
.. tr __ , ,. .. • .......... , ... - ., ,... 101.1- ... Ia .... 

*" .. u u ·• ,U ,- , tnl-u .... .-, ,_,. •-

..n-" ia a '-aft\ •-. ?aiu; :. tic --.tt\ .... aft • 

...... *"" ia- '"' ·-~-......... C:deiN_._ ....... 

.,... ~ et nw • • all "at• • e.itioal .....u1 n~ --

.-y ia "* -•r•••-• ., .. t~ ., -· ..... a '-ftt s. ., -. 
~ ....... ftr --•"••=-•• .. •• .. ,_ taa.u.l8, ..u .,.,...,,,..~, ·~-= 1.8-., \Ia AC'ft nlea., ....... 

Ia\ na?t. ~' ~ u aft ~ .. ~\UF. ws.aau 
tea pftYN _,..__0 1lle :a...._. Usn I .....U M .. MIW 

, ..... 
liT *"*"tlat.la et au.. tw _. -u '* a~metet tw "r -
... • ........ "-At ns.e&al ,_ ... fri'*" _, ...... '* -. 
lai~ ...... a. P4 ' ........ '-aft\ ...... '* -'II'----
.,, * W.. 1"1111P et 7 Ueelt•1 et -. NS.Ma ia *'-* Ull ._ 

"'-7 .. a:awaua :.s. ~" &aeata•. 
tic '"d'l? w Ue '117 e1 .,._ Ill_., ..._ \Ia ....,_"-

atatet llr,... w.U **' '* 1M lnue\ wlUI * 101.1- ..U. fn' at 
lirtMO•...-. Sae"•letU. al-I'W' w Mtet~...._ 
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117 do&r Jlr. fret14entr 

APR 7 I9C'l 

• • 

!brO\I&Il tile a.,...,. ot tile Bwlcet 
AttorDer Goaeral 
DhhlOD ot tlw 
federal aesloter 

tl>ere 11 aulm1tte4 tor your oo.,.1dar&t14D a propoae4 J:xeoutin 

Order oatobUall1as tile IJlterdepar-tol C- ttee tor tho Volatory 

l'll7 Roll Sanasa Plan tor tile parollaao ot Dot .... Ia~• ll•do• 

Pl'ec.....,. prvrl~ tor tho purollau ot o.t .... Sanae• BOildo ~ 

....,, ot porlodlo allo-ta rr- p&J ••• b- w14elJ adopted 

throuc)lout bualooaa AAd 1oclutrJ. &Jld 1o a t• lutoDoM ~ depart-

plO)'ou to whoa tho aannsa &Jld iunat..nt tao111 tho are ado 

on.U ablo. 'lbla 1o retleote4 not ODlJ ln a blp poroentoso ot per 

oapito partlo1pat101l but abo 1D a aubetaotlal lnor••• 1D tile .._,t 

ot 'boDdo perlodlcallJ purobaae4. 

tl>o Tr•alll")' Depa.-..t baa reoeatl7 oatoblhbe4 auob a .,.,_ -

• l'll7 Roll SaYlD&a nan whore~ trror,. ottlcar aDd .-plO)"H baa tba 

opportuni t,. to purcbaao Dot••• Sannsa BOll do tbrouc)l periodic 

allotaiDta trOll bla l"'J• !be pl&Jl 1o •tirolJ • olUDtorJ• tho oleo

tiOD 01 to eotllar to partloipate, and &I to tho aDO\Jilt (lo GCOU 

ot • ro&a..,.bh alnt••) to be deduoted ••b ,..,. daJ tor aoo-atlOD 

t-rda tho pvobau ot a bond, are attora w!.tbln tilt d.horeti.OD ot 

tho 1od1n41al. 

ht\J&IIoo ot tbo propoaed J:uwti•e Order ~d. -t att .. t1•elJ 

P,._te tbe adopti• ot tile ,.,,. Roll lannc• nu t:lor....,.ont tlae 

88 

Regraded Unclassified



-a -

~.,.,....,, thorol>y akiJ1c tho plaa uaJ.la'blt to ouotut1all7 all 

o1riliu ottiooro aDd ~1"7•••• fllo Or4or clo .. not oct.plate 

that tho llltercl.,.......tel c-ltteo -.lei eaoroiao r.pleh~ 

author11>7 error tho aclmaiotntiTo praotioN or polloi .. ot tho 

'"oral clopar-Jrto, oot&'bl111118ete, aacl •c-ho, 

!!lo propoeocl Jlxooati To Or4or cleeipa teo lear ~clld.ral Clol.rloa 

c-rcl, 81appl7 Corpo, Uloltocl lt&teo •T7• Rotirocl, to h CbaiiWJl 

ot th.o Illtorcloport tal c-ltt... Wral c-rcl 1o Coorclbatcr 

tor o.touo S.YiD&o Bcmda ill tho •?7 Depo.....,t , allcl uaclor lllo 

d1root1011 oupo.1po tor tho Mlo of thoeo l>oncla throqhout tho ••1 
ootoblioh..cto ban aolliOTod t.prouho rooulte . !lo 1a taailiar 

'Ol th tho Par Roll Sarine• Plan 1D operation 1D tho i'r•lllrY Dooport-

act, oDd io, 1D OTt~ •7• oa.potont and q~~&lltitd to IIDdortako tho 

1aport&nt toot ot l •clor ohip e011t.-platocl 1>7 tho propooocl lxoout1To 

Orclor. I aa illto..-c~ that hio cloe1pat1c 1D tho propooocl -atin 

Orclor -to w1 th tl>o appl"''TTl ot tho Sooro~ ot tho •T7. 

!!It Prtoiclont, 

Pa1 tht'llll)' J'O'li'O. 

l"•UL••••.._...W 
soorot&ry ot tile i'l'•ou~ . 

Regraded Unclassified
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!S!.IBLISl!IlrG '!HI ll'fDIW'.&:It!l'JIII't. OCilllll'ftD JOll 'fBI 

l0Ll1ll'l!Allt PAY IIOLL Sl'IIOS PLU lOll '!HI l'OIICII.t.D OJ' 

DDDSi Sl TJlrG8 BOlDS 

'lllllllo\S 1t 4&117 ~~-oe 80J'e appe!'&t Ulat TiCto17 

wUl req"Qiro tho talloet partlc lpe.Uoa ot all ot the people 

lD oar wr effort, aa4 Ulat tho pvcbaoo ot Def..,.e llaTlDp 

Bonde coDetltutoe a direct &Dd ottoc tho parttclpe.Uoa; 

1IIIIII:IU &T&17 pvcbaear of Date~~ .. llanDCW Bolide 

lDneh aot oal7 1a \bo ncce .. of the ktloDt a _,. 

cauae, lnlt &leo ln hie owa poreoD&l •-lt7 aa4 tadepead,.

&Deo; aa4 1t b , \borotoro, to the ...U.foot ab&Dtace ot 

!loth tho Gonnae~~t aa4 '"&17 c itla& \bat \bo a&lo ot 

Det&eo SaTlDCW Boade abollld be tacllltated.; aad, 

IIIJ:D.U .-plo7ere &Dd a.pl07001 1a .....,. lnlelne .. aa4 

1Dduatr1&l eatorprhu, aa wall aa -• Oonnaetal &etlT

ltlu, baTe donloped, &ad aro aa1ntallllDC, wlth actable 

necue, procr•• that proTide tor the parebaao ot Deteoo 

SaTliiCII Boade tllroucll HCJll&r, TCl at&17 P&7 &llota•h; &ad 

1\ 1e proper that all clnl l&D a.plo7••• aD4 otticen 1a \bo 

•-Un llnacll ot tho GoTo--•t obolll4 bo afforded oqua1 

opport,alt,- tor TC1-t&17 partlclpatlca lll neb .,.t-Uc 

pvchaoe procnae; 
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1101, fJiiiiiOJII, 'T nnu ot t~ .,.tberltT ftdo4 la 

ao 'J tbo CoaoUntloa u4 tho ftat.atoo ot tho UaUe4 

Statoo &o Proolcl•t ot \bo 1la1 tea S\otoo, l\ lo bore'J 

orclore4 ao tollonr 

1. 'l'bero le ~rol17 ootallll~ tbo latorcloparta•tal 
• 

eo.dttoo tor ~ Tol•tarT ~ loll SoTiap Plaa tor t~ 

Pnrcbaoo ot Doteoo lt.Yi~~&~~ Joll48 (~I.D&ttor rotOIJ'J'e4 

to ao tbo c-tttoo). 'l'bo Coallitteo ab&l.l ooaobt ot 

ll.oor .&4a1ral Cbarl oo Coaarcl, Suppl7 Cotpo, llal tea State• 

la'f7, htlre4, wllo eball oorn ao CbairMa, aacl tbo boo4 

• 
of ooeh ot ~ oncral cl.oparta•to, ootQl lo-..to, 11114 

-cloo ill tllol ozocuUn llrmcb ot t bo Oonr1111om. llooh 

a011ber of t~ C..lttoo, otbor tbOD tbe Obalrau, MT 

dool&D&t• 011 alteruto trom DODC tho otticlalo ot bio 

cl.oparta1111t, ootabliallllllt , or ac-CT. aacl n cb alten>&to 

Ooaa1ttoo. 

2. !ho Coaaittoo ob&l.l p erform tho tollowin& hiDe-

t10DO IDcl clott1oo: 

o. JbiW'Illato aac1. ro-d to tbo onoral cl.oparta111to, 

oo tabllolaODto, •cl ac-cioo in tho ........ u,.. 11.-cb ot t~ 

OoTor••t a 'IIDifora pl&D wbero'J all clnliu otticero mel 

o.plo7 .. 1 MT OTOt-UoallT p111'C11Uo ~fODIO SoTillCW JoDdl 

tbroqb nl•tal'T POT allotaonh. 

b. .t.ooio t tho oneral clopartalllh, ootQlio~onto , aDil 

*""c1 .. 1D tho aclopUon of oaicl. TOl•tarT P&T allo-t 

plaa aacl 111 tbo ool'lltiOII of &DT opeolal probl•o that •T 

cl.nolop 111 OODDoction thoronth . 

Regraded Unclassified
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o. .Act aa a cleariJoc bouo for tho oweNJ. Up&rta•h, 

oot&bllableato, ae4 a,eacloo la \be 4ioooa1Datioa of ouch 

ott.Uotlco ...,_ w-uoa rolaUn to tho I:UCIOlUoa of 

no plaa a• ~ 'be Ae•od. a4natococu• · a. ·---a to tho ..... ral 4opar-ato, ••t&bllabl..to. 

aaa acuol•• aq 111prcT-ah ill t ho ~ a4opt.a. ~· 

t o oa14 p laa. 

93 

J. Ill oaoh of tbo a.parlaoah, Mta'bllablch, ae4 

acaocho ill Ul• e:ucatln 'branch of \be Qo., __ , which hal 

DOt heretofore a4optod. a procraa of the character coatcpl atod. 

b;r t hh :b:ocutin Or4ar then llhall 'be llloUtutod. aa4 oot ill 

Oj)lr&UOII ao ICOil ao llq be tho plaa HOOa-.lod. 'b7 \be 

Co.i\too, with nell ao4ltlcaUoao ao particular olrC"OII

otucoo -.,. roDiler a4rloablo. laeh c-ut .. ••bor olall 

act ao llaiooa officer botwoOD Ute c-tttoe ae4 hie liopart-

• .,.t, ootallllllba..t , or ac-ac7 wi Ul r..,ar4 t o aal4 pl•. 

Regraded Unclassified
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TREASURY DEPARTMENT 

The Secret1117 

llarold Grav~ 

..... l prll 7, 1~2. 

Herewith I hAnd you 11. memora.nd\llll from )[r. Pehle regud

ing the stock of the Sut& Fe R&ilro&d which is under Govel'IID8nt 

control. 

You will recill that this matter came up in connection 

with some supposed difficult ies which have arisen in the Santa 

Fe Railroad' 11 payroll allotment plan. 

Regraded Unclassified



TREASURY DEPARTMENT 95 

DATil 

!lr. Qravos 
AprU 30, 1942 

11r. Pe.U. 

lie 1 Stock SoldlDp 1n Atah1SOI1, Topeka 
an4 Santa .... Railroad. 

Tho tollow1ng intonation 1a turnJ.ehad at )'our request. 

Atchison, Topeka an4 Santa !'a Railroad -

eo-on Stock - U<runt bel4 b)' foreign natl.onal.o 1s 

~· Approxiatel)' one-halt of tb1a * 1e owned 

by nationals of the W.tberlanda , Canada and the 

United J.:1ndcooo. 

Pretei-red stool< - Aaount bel4 b)' foreign nationals 

ie 2%. lost or the 2% is bel4 b.Y nationals or the 

United Unt;dom. 

llationals or CleranJ, Ital)' an4 Japen have very a..U bold-

ines in either preterred or c0111110n stock of the railroad • 

• 

Regraded Unclassified



1r,;-: YCBX - P. 1!, - AJ)r11 ' 19.:), 

Tre~suryl s Anti-Labor Blast 
--Suppressed by Morgenthau 

Secretary Recalled Transcriptions of Program 

Dramatizing Scripps-Howard Editorial in 40-Hour-Weelc~ilmt 
P"'&n"' opeoed wllh lhe YO cl a 

By KloNNJmJ C. C...WFOIO> I mao ciOawicllos . bJG,er ftP, 
..... - • ....... and - wild<. l:lth« -

riiD WASHINGTON, Apr. 1.;- 111. Employ<n c~M,\ndinf.f.:tm 
S.Uetaly Morgentbau mler¥ joU>od •hOo lhat theme a 
penonaOy last w..l: to~ But It wu labor' a domaudi that p 

tntll.tbo< bn>oclcut ...... p~ and -""' - ·-., lhe n-.i• [)d..,... Savings dlv!doe. "' .,._ tho P."'"''ll lollow.d c:looely 
The - - • dnmt- cl eclltorltl. """"" lolcl: 

rlp · -slabo<·is·to·blame-for..- 'We w111 DO( pc ........... ~ 
.,·toytbmc odiiGrial -tly P"blisbecl by •• UaJo., Int. - fG11y no1iao '""' owfal 
lho Scrlppo-Howotd D<W1p0p<l1 It • - ...t. --. .. - tho &In- cl 
wrillftl tij E. T. 1.-h, ..U... cl ~ years. 
IWwotd'• Pitts"""h P~, and corried by • -bor Misrepresented 
•II .-bon of the ehoia. 1.A1 , 

Maol olh<r newspaper$ han reprinted '"C- ..._ ....... pa.. hl&b<
tho edltorlol. It has boOn a bot cool in the ,.. ... &11-o 1J1aor ~ PI>- _. 
fire undor lho -40-hoow week. Bocaute ft --, ..... ,_ -t. Jlma!e _, 
lwood .., lho theme that ...... wu hot» poeoloot, .,.._ p.- - .......... 
i<tsly avarldoo.,., It probably wW ecjoy It z.!- -. -opl I' ...r potzoaa&e, 
further natlont.l circulation. pa.. piWo rei -.y ~-..;.) cllotdCt, 

1'ho b<oad.,..,..., .. of lho hlghly suoow JCimmo lo. and do. to - \ lor Uaclo 
lui,... ... put on by Treuury bood ~&let S...,1 z.!-bom'tlow,~tJ>o. 
,llfll ... wu made be/ore Morgeothau fi we&~lli. ~ taO ffVfrf . • 
out obout ft. S.:Vtral r........a IDOVIo "FnDDo hoct tbo P-, -
lneludlng Fredric ~larch and J- Gaynor te tbo C....... _. dote ID 1'ulo. '"
played parts. It was lnucribecl lo< br-oood ...,W,. - &ullooly ID - - too 
.... by lo<ol ltttloas tl>rOu&f>out the """" .... 
toy. ~ ..... ...,_ toclt7 - """""' 

Morgenthau Steps In .--rooc~~or.,~~ ·~"' 
MO<pthau lmmodiat<ly ordered tho '"1,!l ~ "' lorlhe-

toll cl tho ~ •- II ' 
1
1 :;;;;; n-y 10 fuJ of 

ltfoupi atoodlhat-ltalioDiaae.. 0::~- of- -tly 
laed uaed lho ~ dtbor '*"- I trW to pat - • aatilabor bniilibot at 
lalled to 3"' the rec:all order 0< ~ Ce t ..,_ - Morplhm• 
'[ed it. The Tnuu.y bu a • od ....;.lad 
1 rKW!Io wtnt =-Bed lo< · · 'l1lt ~ 11 that labo< orpDiza- have 
II< •• , .. , lho beat available mlormatloa - tha - eothuol.utic ·~- cl the 
dlojlt .. that lho - wW be ~· bOOid ~uodredl cl 
,., ... than revlaocl. ~ _.,., ha, .• u ~· 

dio4t poy to buy Tr< ' 
troublO at the lftOIDOD.t, k is uo ' 

ll wllh ..-loltront employers who at 
ohocldnl of the bood puroblae money. 
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0 

llrloo • - Poo\ otflooo 
llrlo. • - laaka ~ 

llrloo • - !o\al 
lerloo :r - liGb 
llrloo I - Jaaa 

lllln'a - SUllDS liOJ:DS 

OoowvaUn S\a\-a\ <d llaloo llvbc 
fire\ fin h81MOO DioTo Of ~. lianlo aa4 :r.-oi'IIU7 19112 

(AprU W, llanlo W, h'llnar7 1-6) 
Oa Iaale of hou Prloo 

(...._h 1o \lloua84o of 4ollaro) 

laloo ...._,of IMr ... o 
I or J!ts••• (_) 

I I .Apr11 I lleNit. 
I 191'11 llaroll I hlii'IIAJ'7 I O'I'U' I O'I'U' 

!!arM I Jt)narz 

• 16,1136 • 1!10 ,1!21 • 25.1167 ... 3.792 ... ,,,, 
Ill,~ ~.l2'! 21,2:1!! - ~.§1:11 - ~3.!]2 
65,115 ~.531! li!J, 701 - 9.1117 - 119.'-'9 
9.lloo '·"" 19,U6 "" - ,,,_. 

36,UJ 1§2. 19 91,0!7 -1,., - li.J&II 

•1u,m tl~,gg Rll.~ -Ci.~2 .... l!l§ 

ottloo of \ bo 8ooro\11r7 of \hoi !roanJ7', Dhioloa of lluoorolr. aa4 1\oUoUoo. 

1 Por-•ece of tar ..... ,,.....,,_) 
.Apr11 1 llaNil 
O'I'U' O'I'U' .... """"' - 11.~ 
-~ 

- 10.~ 
-~ 

- 11!.6 - ~·7 - J.l - ·' -JQ.l - .Y..l 

-1M!- -~ 

.AirU T, l;Jii. 

lnrool All tipro• are. 4opooUo wi\ll \boo tr ... vor ot \bo 11a1h4 1\o\oo oa .. _, of proooe4tr 
of Mloo of 1JaUo4 1\oho oa..Sece lloll4o. •o••• n..,.. • .... liMa rou4o4 , ........ , .-..... aa4 will ..,, ......... u, 1144 '" \o\alo, . 
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Jato 

' 
foUl 

Poet Offloo 
:JollA a.le• 

lvlM. 

• 

D&U7 l aloo - .q..u, 19112 
Oa J&olo of loou Pr1.oe 

Juk Joll4 kloo 

Iorio• • lorloe I' lorioe • 

.UlhM. a.le• 

1v1 .. • lorioo I' lorioo • 

• 12,99) u,a, 
10, na. 
12,070 

• 2,310 
2,U, 
l,U, 
1,,.., 

._.., m fipno an Uplel\o rlt.ll \ llo !roannr of \loo Val\M 1\a\oo oa _, of pneuu of 
Mloo of Val\M lkk• oaYbp llo.U • 

.. -.. ne-e• aft llooa ....-... \o _.., tllouuod. 11114 will ao\ -•oarU~ 844 to toW•. 

.•. ,. •. , 
U,llll 
U,TJI 
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lllaP IIIPo IIIC I U1 

Qa ..... ' · lMI. 1 u ....... til~ ,... tile 

.,.,.u. •t u.. attaln •t a 1'111 •• ,, .... ru. 
c...,...u-. 1 ,.saw .. t u.at t11e" , •• ,. lleferi

...t ...U ut W,. te ._ - bl..wlal • a 'V • '-l 

aate4 te M ...,. tat tM atlaln at O..Nl ••US.e 

WH la the MDie at ...,.teat _. et Mtll tw''"'eal 

\H1DU( aU WaiMII I ... Ple•e l&pable If er-Uac 

the atfalra et tM • P"'V la a llul• ... lla •n ••· 

99 

.lt tllat U.. I l .. l•W ., t ealN *~~at U..• 

w ... w ••p U.. atlalJoa et tu t r-v tab late 

.. ..,..t at all Uae1 U.. taet tbat (1) tM IJdW 

State1 la at WUJ ul {I) ta.t 1t la tM lat.at.la 

•• ••aln et tu Onw sst u tM tq Y'• prlMl,al 

•toe"MM., u1 ,..,. w, et all etMP etw~rtteU..., 

that tU aethlUea aM taell1U11 at tM I P"'V ... 

te lie • .,u .. te tile hll .. t atat tl tM ..r alter\. 

Yft .,... .. "~;gMt wt u...t ......... 

et DlN"•• If Mt _,. tMa t .. W 1a ,.,. Jwlr t 

Regraded Unclassified



..U M well ... Uftel .. U '11\ U. atfeln et 

till • 1 -r •hac .._ Uzu, 

AuullaclJ, ~· tel'lwt'tl ... •avW 

... o..r,. •• lllttett 

Dr. I' _. 1. WU.la 

W.o Ae !s Je ' 11 

1.00 

A .. u.c .. ua 'II" t•• • wl~ *'· .. tt.u, 
Dr. l lllla ... Dr. lellltla l• U • '•leek • lllnll t • 

. u that tl• •• ... to • ,.....1 ..Unt.Mlac -~ u 

te the .ta.t tbat 7ft walcl au the ,..,1.._7 ll tile 

,_,.., *• elHW u a.ll ., a ... liNN et Dlr•ten 

(to ladlllle Ill' ... tlett ... Dr. l lbla) ... u to tile 

c-ftl ,.u.iu to • ,.., .. 1a • .,. .. u • ., u.. 

' P'V• 

._ tllat tale ........ et Jllreltlr•• 1 1 .... 

et ~-u. liP. •"•"· r.,. wlbea u1 Mr .... lll&ll, 

bae Mea eleeW. uA 7'" me Mela 111MW liJ U... •• 

CbalNU ll the BIIN -' PMeltat. I wla to ...n.. 
ottle1alq to J11U Di. .,._ Blari tale nbetull et ., 

I 
Regraded Unclassified



·•· 
..r11 .. U....al .... ,_, U .. Uhsl ...... I 

al&bt alM N,_t *' I -. ..W ktaso te tM .u.t 
t~~at tu ....... et rn ctac D~Ne-. 1a te ..... 

..,ltte •U..rly ... ••"-1 et • ·•u.. et ... 

,.teat ..n ... te ...taft tM s 1 If'• ... tMt ta. 

I QP21t .. til ..UC ... an. 1\a ~u... J.a 

to M P11a 1a aU ~ la ME&, •• wltla .... AMrl ... 

'bul••• •U.Ia11 

I alpt a, ta 7Mt Ulat W.1 lett. ... Ula 

appPO'hl •t ... Lee CJ a leJ, w .. .....,...., cuw•n. 
l'nas,." ,...., 

(8i«oecl) H. llorseolbaa, Jc. 

.... ...,. •t .. tr ,, 

.... \o 1oM Onrt., .-~ ... &MUO .. 
4/1/41 - ,,. ,,.. .,. &. &. fot lro ' 
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_.w be ..U t Uftel te 17 '•t U.. atJa1n el 

tu IMfiV allilc- Up So 

Alm'lacJI', tU tsll-'sc ... rnaww 

-. . 
Dr. l shrt L wnus 

Do OllfJI L lllttett 

Dro " .. L .. l"•la 

Jlro A. l o • ' 11 

A ......... aa u: see' t• • w1 til llr • .. tt.U, 

llro l lU.a ul Dro WeS.U.la tw U •'•lea • IIII'U t. 

At that tlM .. •- tea....,.,. ..... "tenlh-c NUl u 

t.t tilt tut tMt 7W •IIU as tM ,...sl.._J et tM 

,..,.., .._ els7W u ~ _,.a ... ls7M et Di"'ten 

( to lMliiM D • ..UeU aM Dr. WllMa) aM u te tM 

c-eftl ,.Uele. te M JL I a' la tile .,..u. 7f U.S 

.. *' .......... et lilr•'-"·. , .... 
tt 7"1'E7lt, •· ..aeu, r.. Wll.s7a ... •· .. , u, 

bat Mea els7W, u1 ,.. •• M7a 7Pls7W • ta- as 

Qal,... et ~· ..,.. _. l'lasll•'· I wta w ...n.. 
•ttl·~ \e ,.. .. ,.,. ........... tues 7t ... 

I 
J 
I 

. . 
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al&bt alle ..,.., *' I Mn .U Mille " tM eftwt 

tMt tu ....... et ••&f11 Dllee ... 1a te MW 

..,ltt. •U..I'lt.J ... ••tNJ. ., • ·•u. ., .... 
,.tat wrs.- t.e .. taft tM 1 z If'• ... U.t till 

1 yq. M&la '-be ... after lte ~U... 1a 

te H na 1a aU ~ 1a au• '•r• td.tll _... Mai .. 

llulM ... u. .... 
I alpt 11,1 t.e ,.. Qat thla J.tter Ml U.. 

apprnal et IP. 1M Cu li!J• W• Plieprtf Cute'•••

a~,_... 

(SicDed) u. w~u-,_. 

11 "'*"' et a. !I 1 •»• 

... te '- GIS Clf'- W1 I' .. LJI .... 
4/7/~,J - ,,. ,... ,_ 1. L r., h. 
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l oH ou ""- ............. at-. .. ,.. .... .. 
npt •t .. tid- 1= 1111• t•• a.s. hi ........ ... 
,..,, ... ~ u.q. w .................... ... 
n -. -... a ...... fll ... , ... ., .......... 'lie .,_...sa ..... . 

fte AUft•lUae '*lela .. tid•• •an t •• 
lla& ......... Ia ....rsa. ................. ,". 
a.n..a -, a. tssl'lt a ~ ,._ ate 1-.. .,. ~ 
.. , ••• ~a ... - ... u - ............. fll .. 
.. lW ........ ._.._,. 

J .. •aleelllc a •-.. 11bllll ,_ •Ul III .. IF ,.,. ......... a-. Ia ~ ................ . 

Hh ~neu...,. 
Tile ........... , •• 
... u •• , at•. '•IA1Ic••· .... 

· ~oloaure 
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Personal and 
Contiden€1&1 

Dear Helll')': 

THE UNDER SECR~ARY Of' STATE: 

WASHINGTON 

April 7 , 1942 

I em enclos ing a copy or a l e tter which the 

President has addressed, under date or April 4, 

to the Generalissimo wi th regard to the repay

ment or the first twenty-rive mi llion dollar 

loan, You will remember you spoke to me about 

this at the last Cabinet meeting, Many thanlca 

tor your very helprul suggestion. 

Believe me 

I 
Enc. .. o 
To General Chiang Kai-shek 

from President , April 4, 1942 

'lhe Honorable 
Henry Morgenthau , Jr., 

Secretary or the Treasury, 
0' 
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THE 'lll!ITE HOUSE 
WA.SlliNGTO!I 

liJ dear General Chiang: 

April 4, 1942 

The recent notification which we recoiTod 
through the Chinese Ambassador ot arrang-nta 
t or ooDq~letion ot tho repayment ot the Wood 011 
Loan ot Fobru817 8 , 1939, in advance ot the 
schedule provided tor in the contract an1 entire
lr tro111 the receipts ot the wood oil exported to 
this countrr, haa cauaed this Governnent much 
grat1tication. I want you to know that we aP
preciate the attitude ot the Chinese Government 
in maldng provision tor COIIIPloting reparmont ot 
the loan 1n question during these tilllea wbln the 
reaourcea ot your country are being ao eeverely 
taxed. The splendid tradition which 1a be1.ng 
built up by your Goverment in its financ ial 
relati ons w1 th ua 111 one ot which we, u friends 
and partners of China, can be aa justly proud 
., rou muat be. 

Very sincerely yoUrs, 

F'RANKLI!I D. ROOSEVELT 

• 
Oeneral Chiang Kai-ehok, 

Chairlllan of the Exe cutive Yuan 
ot tho NatiOD&l Gonrtllllent 

ot the Republic ot China, 
Chungking, China. 

H3 
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Jlr, D. I. Jell 

Worrbc"' \olo,Uate - ... u .. , wtll,.. J01MM ._. tu feU...., 

tolocro• \o \lt.l AMrleu ~liT· z. .... . 
•~roe !HanrT· 

' 
1. '1M 1Ja1 W "'-••• lr•UVJ' lloao '- latoftllf. \Iii&\ \lt.l »rl ua 

llo'n..-t •• Ill"-' to \lt.l ucotlaUoa of .. llar \ol lll ,.., • ......_ 

tore, Qeob ..._ oa \lot IH....,..r of tiM VIUW Ita- - \lot eall 

of ValW lta\ol ovreaq fer oftlolal JIU'JIOMI a\ - ra\o ot tl4.0,..1/ l 

... ,...,. ... 1a \lt.l 1\erllac -· '- flllllta\1 tlllo ,..._ -

followlac JII'OO.CVI 11 ...,...w. 

1 • .t.lll1a1W lt&\11 ta1lar olaeoko blft oa till~ ot tu 

ValW 1\a\ol .. couaw 'r \lt.l J.o•• )reaolwo of tile laUoaal 01\T 

:a.at of lew Yort, \U haraa\7 !rut ~ ot lew York. \lt.l Cllluo 

laUoaal leak of \lt.l OU7 of..., Tor"ll:- \lt.l 1aat of -.,_., Z..COa, 

ro~pooUnlT are \1 h tollwei'M \o .a.. AMI'leu .... .,, IooMoa, 

... ..,.. • ., 'T llot 1a vlpllll\1 wtu. ,... • .., ...... ,.Loa of .a 

oloeot 11 follow• - ot tr.u; QI!Ml a'11111Mr1 eMail: __...., _,, 

,.,.., , - • tate of elola"ll:. 

Ooal'tllar ottloor wlll oanhllT WlrifT olaoob aplaot llo\

.CYhl friUVJ' "' \110CI'U \llro .... \lt.l lta\1 Doper-\ ......... 

_,of olloob tol1WII'M 'r ..a )aaL Opoa roool)lt of W• ablol 

"""""7 wlll attoo\ ~· 1a oorroepollltac -• \1 \lt.l ..., Tort 

offlo11 of \lt.l laUoaal 01\T 1aaJ1 of lw Tort, till ..._. lrut 

o_,.., of lew Yor"ll: ..a \lt.l Olllaoo latl.aMl ._... ot - 01\T of..., 
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1.,- ,..,..u,.q ul t. UM N-.1 ••"• lluJr e1 1w ron 1a • 

eaN of U.. a.lt of .. ,_,, 

Ooaftlar etfleor .-..a lae'""'' • ,...,.. .... -..- t. - aU 

p0aolllt tU~o 1a Ua\lt1oa\loa el,.,.. MA teMntalal 'lalWtr 

of nl.or_.to', 11M ,...,..u" ._. .-..a ......... ....., u toU..1 

~pw Jar \o \lie \rtor~ UM b.e-or of UM 'llla1W ltat.o tor ..U\ 

ot ov ooooa\ wi\11 <- ot leak). 11.,_ <- ot leak) , hat.a. 

~· v..-w. freUU7 wlll 1oM t. u.. .. .,..u .. -..- .-17 
tor voa1 _...., .. -'or ~ aJiflloa)le 1a • .,_,, 

Ooaftlar ottloer llllnU to......, ...a •.....Uet l:r - •w 
of l h\ \o !1-....... or of 'Dia1W ltat.o, •u1~~CMa, U ,....,\l:r ao JOOOl'llle 

l7 oat••• aoaao anU.ulo. leoo-' •w of llo\ llllnU follow l;r ..,....-. 

oarrltr "' earlloo\ JIOIOl'llle tet.. alrt oow llllollll. 'M rotataet l;r 

oooaQlar ott1oor. 

, . Ia u.. OaH of o•o .. vauet lta\oo poipOr ovreu;r, lao\ ... , 

"' l&alto -uoaet aloft \o Jiii'OJOI'O llo\ 1a .,...,...lloat. ailunr1q 

_, of oooll t ... .wu. of o_. ldaol of ~ ..,....-.1;r, -« 
tor htorol ....... aot.o aliA tor :retenl loHI'ft lluJr ao\oo \llo Uo\ 

'-_, ollow ..,....\ol:r UM _, ot _.... •na·lao\loa ot \lie h- ot 

..a ~. ft\ ftr1'oao;r 1a 11a1t wer\leall:r ul ·~ or wr1\o - of 

l&alt oa • Mil 1oa1t la bk. a. tollftr 'M\11 ~...i ul llot ta 

........,.100M M Aaorloaa Muo;r, "-'-• 

II. Ooanl.ar ott1oer will nr1t:r -•• of .,.......:r tell...t , 
\o lila acalaot llo\ pro,ge& l:r leak ul u.. llo will t.lecnlll 
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~ ot llalt.t IW."• ............ ..,..._, tM _, fll 

~ .. unre& " ~ ._ 'J, •• ui •-1"• We .a.s.. ,.... 
-• 1a .. ,......3 "•• _ .. wlU ~ _.. .... us.e& ta ,.. .... 

\ ..... , •• lJJea ........... -·-u.. "'--"' ............... .. 
tlala reuftl'-at for MT ._7 *lG h ut ...,...... .._ .. , 

of llalYOI IM'IIl' \o fo,..._ '7 ..,... ... Ml'l'ler _..,_leA "" a 

.. , of ... ltn. 1M WM •• et lbt lilllolaU ~ f..._.... "" nlU 

-tllor oarrlor. ~- ••..W flllleer vUl "\ala t-tl .... 

of lht. 

aa 81,...,. et ktll ...-. u& ea: ,, will M wvw.a 'T hvwa-

-· Loo010 la .Upeeat .&et. 

6. 1M a..k of • ., ... , Lalea. b lieN• ....... w a ..,. .. ,. 

torr of Jll)llo •aloe of tM -.a! W IW."• la ...._ .. 8al'l'7 oat tM 

JO'MM.,. ftUlae& la We .. 1._ 

r. n- .an .. -. .. .,..u .. '-kll-' ....... ••'-' ....... 
.. __ , otflolalo et ... ,..ta .. JUt• .....,, 

I. la oi'Ur .. -., tM .....,. fll .. 1....- u.,.tete& M a 

.,.,_ u 11 .._.w. 11 ••-•••· *' -. ... .,.. .... '-*
blhor M tllo ._.07 tMlr ..-Jatlea ef olleeD ... ftl'rOM7 • 

... -~eMil wok- ..... tMirouwT .. obiee& la •• ...,. 

t.l ..,_ at tM t.UYU.-1 -·• et ...... ..t me 17 ...... .
troaoaellluk. 
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, . 11 81Um• ....._ d ......,. an. • lrraa w fill 'llll-.& 

............ tMt Jft .trt• thN • ... ~ tMt tMr ....U 

tel..,. _,.... ta.v ... .,.u ... ..,_ ..... ...v 1a1 mr 0 

,...v-••· ~·· will tMa 11e -. te lit rr Ww 

.,....u. w ta.v lied ., ..,..u. • 
tu ,.,_.. ... , e.,nft• .. ,..,....._. laF •: • lat:cnt Ia 

eenrf.al ..... Ia•-•'- -w..t Ia '"' tel .... ~Melt 1le 

bel ..... Ia MP1V _ .. M ..,_. .. ,._ tv "~ • 1 I Ia 

_..._. wUII .... T • -,_ ....... llrltM ~Uerrr. 

Regraded Unclassified



?H 

• JtEtm..SSY 

TEI£GR.'.ll SENT 

GR. •• Y 

:.pr1l 7, 19<12 

9 p. r~ • 

LONDON (ENGL:.liD) 

For Co.s adlly fi'om tht Secretary of thE Treasury . 

QUOTE . I n reply t o your 1313 of ilnrch 191 

con ta ining inquiry rtg~.rd1ng o ommi tr.1cnts r>n crtdi t 

to Russin , this question is n Ltnd- LEnsE r. nd :.rrny 

tmttcr , ~nd an~· inquir y rega rding it sh,uld be 

nddrustd to the Lcnd- Lcnst :.dninis trn tion . 

PD :FL :BflcB 

·;:ELI£5 
•• CTING 

(FL) 

us 
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PJJllPD.lll 0'1 mmpey aft 

'1'01 J.aor1cc 0.,..1oo1onor, lew Dolh1, lzwl1a 

DJ!11 April 7, 1942, 11 ~·•· 

IIOol 1o6 

Jollk will \o cont1AlL04. 

!1>11 tolocrea oboul4 'bo Hpeato4 to Jca'b-t ao 

llOo 120 ot tho Dope.r-~. 

U9 
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o.n1ar ettSeer .................................. -

.u '""tile Ul ........ Ura\Lt ...... el ..... ..a ..... , •• 
~- el II liN I \1. ....... lilrJir J.laiW -..u ttf 11 

....., .. frlt..• ..,._ ,_ \r .., ...... e1 .., II' •-•• elf 

.. hi\H ...... , .. ...Ut ., .. -· w&a c- ., '-*). 

liciiM .................... .. u.... ........ ,. __ , wtU 

1'* .......... llllalolal\1& ~ , .. ...,. ............. 1-. 

.,t..Ulr la .......,. brlrM. 

..... , •• eftieer ~· ,...... .... ... 2 ... 1lr ...... 

rt Ud \r II' w Nl elf .UW 1\atrr, ...... ~ ... ,...,.Jr 11 

,..rl\lr 'It' aatrrt •- -'1""•· lllrM ,... elf llat ....U 

feU.. 'It' .. ,...,, ,.....,. at -U•t ,...stile ..... ft1H MJr 

i~Ml& .............. 1111 ••• rftirv. 

1. la .., - rf -• ••w 1\a\rr ,.,. .. ,......., ._, .... 

.......... lllllk ......... ,..,... ltrt .......... Jl ........... , .. 

-· ., ............. , .... lila& ., - .... ..,... .. Jr. 
rM fer hlrlrallerrnr M\rr ..a fw hlrlral•rrr•we lilrllr _..., 

tM Urt -· .._ ..,...,Jr tM-' ., .... •I-1111181"U'lll elf 

... ·- ., ......... -· ..,.... .. M1t ""'lllllJ" ........ 
• wrt\1 - ., -.-a_. ..u ta -.. an ar1m. -... Ml"' 
... lttt la ~ .................. ea-1, .. lfll •• 

4. Ora •er rttt ... will ~ -• e1 fllftriiF aru....a 
te lila ...._, ltet ,..,....a 'It' 'llllrlr u& \lira llr wtU wtn hr-

rt ......................... ..,..._, ... _. ., -··-
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.. u_.. •• ~ .._ ._ __ , -'- .u ..._, u:k•• 1a 

_,.., "• -• .w ..,. _.. .. -. ... 1..- -•wu I ,, 

_ ..... ~· •• elal8 "' I .... , m • m: a *!* ta • 

,...u. ..... ••• ., w- ....u..,. ,._ .. ," ..,.. ... _... 
_..,..JM" .... ., .. ltet. ... ........ ellbt ....u 

wtl1 rftala ,_.. .... ., ltat. 

•. ....w .tti- a..u -- .. .... • •• ,. U.:i: w 

u *1..-tl et ... ~ ....._ 11M _, tr wUl 'lie eeuw.t lir leuw• 

-• s-- 1a w.-.• .a.•~ 
• • .. ........... ., ..... ~ ... , ....... .. lhet, 

u a ..,.. • ..., et ,.~Ia ..tee et tM ...... ltatH Ia llaftllr 

...._... •• ...., .u -. ,.._..,. .. u~a.t 1a w. t•l...-. 
' · ft.eaM ............... 14altel, .. u.n. aM .... 

•tWMMeek:uer t ettielale ·~ JAN JM:wt, 

• . h ............ ., .......... - .,,_ ., wu ... 

....... ...... ..... , .. aotrt .. u ......... .,._. aut ... .-u 

-11 ~ ... ., .... ,.. .... ..,...... u.u lwal _.,. 

........... , .. ,_ .. , ........ - .............. Ia ..... ... 

.. , • bell'aetlale ·-~ 1a ~•• ··~ a..u..,. 1ae1Met •• tq a -
-k &I ..,.,. .. "" tw 'lltll ... e.uw 1 Ia aawrfnw ri~ aw. Y - 41, 

....... tun. .. .-1& ...... ..... ,.,, .. 
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Son SalYador , .13>r1l 7, 1942 

Refer 98/74$ 

FodtrBl lieoervo llrulk of !lev York 
Uev York, U.S . A. 

~o.r Siro: 

fbe ratio of our gold reaern to our oilht 11ab111tieo drovoed 
to 41 .95jo ae of !!arcll )1, 1942. AccordiJIC to the lav our gold -
reaerrea ohould currentq not fall belov }af.. 

Aa ve or,>ect that t he oa.>e circuuta.nceo reoponaible for the 
4rop in t he ratio of reserve• ca7 proYa1l for oo~e tiae entail~ 
" further drop , and aa the balance of J)83l0ento ca7 continue in 
our fuor a.nd ve wiah to ::>aintain tho U.S. dollar rate of exchan&e 
at t ho lADe lnol , ve have decided to otrelll:thon our gold re&orn 
ond for t bia purpooe ve ahould be tlll.Ch obliged to ;you 1f ;you 
1.0\lld kindly buy for our nccount 71 eta.nd&rd gold bnra of appro:<i
C$telr 40o fine ouncoa each. 

\It wiah that thie gold be held by you under earmrk for our 
cccount. Plenoo obtain the nacooaarr l1eonaoe. 

Thanki ng ;you in cdvance for ;your cooperation in this :nattor. 

Vo aro, dear ai.ra, 

Veey tru.lr ;your• , 

Ranee Centrale do lileorn de ol Salvador 

(ogd.) Louie Alfaro Dllran, 
Prooidont 

(egd. ) V. l>lc.nuol Vl\ldoo , 
Soeretarr 

Reeoi vod by telephone from Federal lilurve llrulk of llev York -
4/13/42 

lao& !iota : Approxicatol:r $1,000 ,000 

, ... 
not e 
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10 ropl7 rotor to .April 7, 1942 
Lt 711o.00113 1\U'Opt&A 

var 1939/334 

tho socrot10J7 of St nh pr .. onto hh coooplillonh to tho 

Honorable t ho Secretary of tho ~rea.ury and ht?iQ& retorenco 

h hit co:uu.nication of Marc>h 23, 1942 t r&Aaih tor tho 1n-

formation of t ho secretary of tho Treaourr o copy of a tole

cram datod APril 1, 1942, rocoi•td !rom tho A&orican Legation 

' at Bern, Svi her land tranaUUQ& a further '"'""617 of Thai 

los1olat1on on the control of oncar poroono and proport7. 

TtlegrlliD from Born 
April 1, 1942. 
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socrot&r7 ot State, 
valh1a&ton. 

1310, Firot • 

.I!QlUCAll Ill'lEIUiSTS Tli.UI.IJI!. 

LtpUon'o 1088, M:>.rch 17. 

PUII 
:hl'll 

125 

De.hcl April 1, 1~. 
Boo•~ }133 a .a., 2D4 

~ccor.Un& tolecraa March 23 troa SVioo Conoul, ll&14:1<ak; date act D ~ 
1o ~cu'oer 20, 1941 and act D 21185 11 :hbruary 1), 19112 date act D 21135 
prnionol¥ 1Acorroctl¥ reportecl u Dee•ber 20, 1941 corroct dah 11 February 
20, 19112 and ouppleaonh D 21135. 

~leta tovth paracraph Let:aUon• • 1088, March 17 whlch """' appears to be 
,......,. ot aet D 211$4 clupl1cated aore a t loDCth in tirot paracraph. 

!on aet lll1 2l!a5 and suppleaent 11 •• follon ( or1c1nal in J:l>&llah)l one 
act daalill& with onlllf national• and their proporUea llll 2l!a5 ot :rebru.arr 13, 
19112. 

Soctiono 1 and 2 -- detlnltiono, 

SooUon 3, in thlo law ••neaT nat1onalo1 111&111 poroono whoa tho 1!1niotor 
o! Iotorior baa ouod and apec1t1od •• llle!QT national• u in tho tollowlDC 
claoooo1 (~) peroono whoso daaicllea are in tho torritorioo of tho countr,r or 
pooooooiono at ..,.... with fhalland, (ll) po.roono who are nationals ot tho countr,r 
aod pooooooiono at , .... with fhallacd, (0) parturoh1po, uooclaUono or towula.
Uou controllecl 'b7 lllta7 ndionalo. 

SocUon It, H 11 prohlbited to haYe ~ coAnecUon with CoaT nationals 
Wllooo ponoiooion hu boon recebed frca t ho ca.potent official. 

Section 5· Enoar nationalo are t orbicldon t o pcooooa firearao, oxploo1Tot, 
radio opp&r&tllo, oooret c.......,icatinC inotNaonto ancl alto &lara olpa.l or code . 

SocUon 6. '.rho c011petent official ohall fix the place whore the -
uaUoualo aro to bo continod or lllq intern t hem ill &llT oo~ound. 

Sootion 1· Wit h regard to the p ropertieo ot the an-.r natlonolo menourea 
han to bo takoo in nccordance with t ho proYioiono ot t ho lnw cleeli~~& vi t h the 
control lll4 =CDA~emont ot bllaineoo or proportieo of allano of certain catagorieo 
iu time o! , .. r,oncr. 

SocUou S. Whooooyer tallo to ca.pl7 with th o pr oTi olo" nt oecUon II ot 
tlti o act •hall be liable to a tine not excoedl~~& baht till t houoancl or an 

iapr iooaaont "ot oxco141n& three ,-earo or both, 

Regraded Unclassified



126 

- 2-

StcUoD 9· Vhoooo ... r fallo to co:oplJ with t ho pr o1'1o1oa ot t action 5 ot 
thh .. , oholl ,. lia'ble to a tille not oxcee41D.c 'bobt f1tt:r UlollaaD.4 or an s..
prhoDIIeot not exceeding tiD :rout or both. 

s eoUo• 10. 11>110' naUonele vhooonor wbo loa ... t he area of the coapound vhere 
the co:upetnt ntticielo tix.ed. for th• to otq or ill vhicb the:r are contilltd 
vllhout tho pn•ho1on ot the coapehnt off1ciel oha11 ,. liable to a fillo not 
exceedioc baht ti.,. thoua&Dd or an 111prhoDilant not excoedinc two :roan or bo~. 

section 11. Th e Mi~etero of Interior and of !conoaico are t o eee that it ie 
cozritd out in accordance with thh act and hn ... eleo pover t o oppoillt coapetent 
otticialo to c&rr7 out in accordance with t hh act 2 dealing with •um:r ..at1onale 
rJl4 t iltir proptrt1u 111mber 2 BJ 2485 of Jebruary 20 , 1!142. 

section 1 doti~tione . 

sect ion 2 eoncerno publica tion. 

secUon J the tollovin& prortoion ohall bt added to t he act dt lllinc with 
••• naUoDAlo and t heir p ropertieo D 2485 aa uction 7 a~p1ement: properUet 
o! eneq ~~&tionel whooon er who e ocap11 from t ho X1ncdom leaTing bia propert:r 
bobind ollel1 become propertita of ota tt. 

IWilllSOJI 
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Io reply rtf er to 
n 102.102/!iliS 

I 

!ht S.cretu)' of S~a\e pr .. onh bit co•plbtnto 

to t.ht llonora'blt ~· Seeret.ar7 of ~t '!Tt&tur7 aD4 

tranDih eop1 .. of tel ot;raa no. 251, datod A;>rll 6, 

1942, 110011 , fro• the Allorlcan lllobaot)' , llontnid~o. for 

Peblt, l:rcaoury, from Tovaon, concerninc propottd rldt to 

Puerto ltico and tbe V1rc1n Iolru>Ao to d1touot frotdnc 

control problne. 

Jeclotur·t l 

Copiot of ~•lecraa no. 251, 
datt4 April 6, 1342, fro• 
llo11tn1doo. 

12? 
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TRB 
This tclt&rruc muet be 
paraphrased before bcj.ng 
communicated to anyone 
Other than a Govcr rmtentcl 
agency. ( DR) 

SEcretary of Sta tt , 

I'/ a sl1inet;o n . 

251 , Apr11 6, noon. 

I.Jontcvidco 

DoltEd /1pril 6 , 19'-'2 

nco ' d 12: 46 p . 11 . 

roLLO\IING FO!: P:OHL~ TR~!.SURY FRO!! TOI1SO!i , 

Your ~71 , April ~. 3 p , n . 

128 

Sugc:st fo llowing arran~tmtnts: on pres ent 

schedule will arrive Trinidad evening of April 17. 

CM procttd d irectly to Pur.rto Rico arrivin{; there 

next day. This will cli~tinatc return visit of t hree 

days 1n Caracas on present itinerary. s~cst stay 

1n Puerto Rico one utt~ proceedinG on Sunday April 26 

to Saint TboiXls . Leave Saint T:toL!IIIJ Uay 2 for Uiami 

arriving 1/ashJ.nvton L!ay ( , Would appreciate recdvlng 

your confirmation particularly nith respect to 

tlim~ation caracas return and proposed length of 

stay in Puerto Rico and Virgin Islands before I pro

cttd to tno.ke ntl't plane r eservations which I will en

deavor to do here , 

It would !>c most helpful if you could arrant;£ 

to have Peden meet = 1n San Juan in order that he 

cay bring cc up 
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- 2- #251 , April s, noon, from MontEvideo . 

may bring m£ up to date on r ecEnt developments 1n 

Spanish situation which is ursent 1n Puerto Rico , 

possiblE Danish complications 1n Virgin Islands, 

plans with respec t to alien property control 1n each 

place, data on foreign holdings 1n each place and other 

pcrtintnt inforlllatioo, with rcopEct to all of nh1ch 

I am out of touch. As I f eel our c thesE matters will 

form important topio3 1n propos ed conversations, urge 

that ht be sent with indicated information. He would 

also be of great assistance to me during conferences. 

Charge Treasury . 

DIS/SON 

I'ISB 
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TREASURY DEPARTMENT 1.30 

INTER OI"'"'C& COMMUNICATION 

• DAft .AprU 7, l9il2 . 

TO socro~ ·worcoDtholl 

_,. Kr . Diltrich CONFIDENTIAL 
llochUrod ohrlill& \ranoactioAo ot t ho reporHAC bulco vera ao :tollovo: ":; 

Sol d to cooaorcial concorno 
Purchoood fro. cooaerciel coDCorno 

61:.0,000 
4!.55,000 

OpoD aarkot otorliDc held at 4. 0}-3/4, vith DO reported tr&Doactiono. 

!ho C&D&dian dollar cloood a t a diocoUAt ot 13- l/Sf,, ao acaillat 1~ lao\ 
lllch'· 

In Kov York, clooiDc qYDtatiODo tor t he torelcn currcoc1eo 11oted belov 
nrt u !ollov• : 

Arcentino peoo (tree) 
Br a a111&D a1l.re1o (:free) 
Cola.bi&D peoo 
Nexicu. peeo 
l]rU&\l.a1u po oo ( :fro•) 
Veneouol&D bcl1Yar 
Cubu peoo 

. 2,370 

.0516 

:~ 
· 5295 
.2815 
3/32f. pr•1ua 

!~ 1Meral ltooono llal>k o! Jlov York reported U>at t ho COAtral lteoeno I&Dlt 
of Poru oiUppH $169,000 1ll cold :fro. Puu t o tho Jodorol ! or 1h accoW>t, d1opoo1UOA ...a.m. 

In LoadoA, opot aDd torvarcl oUnr r...Uod at 2}-l /21., oquinlent to 42.&u. 

!~ frlaoUJ7'• pv.rchaoo price tor torolcn oilnr vao UDcha.Dpcl a t 351· Bu.dJ 
•ll4 lianlaD• o oi\U•ut prioo tor toroip oilnr vao eloo UDChnsod at 35-l/ St. 

Yo oado DO pu.rchaooo o! o11Yar tod..q. 
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IIIITlliB all! SEI!ft 

(U,S, SEI!ft) 

B,ll, Deatro,.r IIAVOOl l'M agrOIIIId Oft the ab:th on the 11a1rt11 J u t . . 
Coast ot '!UIIllliA. b it na illpoesible to retl.oat her, ebe na dAOetr07M, A Dutoh 

taD1rer hao been torpedoed abd IIUillt wbell on paee-se to CtlR.lCAO, A Britiah MrOhal>t 

..,,eel reported beinC abe~ed by -? ~ '"*-riDe ott COLCJIBO ca the ab:th. 

Jl!l!ll, IRRIJWI)Y ~~ nn-iJlC )l'd abd 4th eiiBIQ' atzerart con~ 

di.e ~ and •chine ~ oar troopa and traftaport cauaine about CIIIOI lmDitred 

tatal caowlltioe 1ft 01111 brl&ede, Durl.ftg night 3rd/4th a fUrtbar withdrallal na 

made without ouv e...;r (!l'OIIIId iftterterenae, De110l1t101111 have been aarried out 

IIUCOesal'ull,y 1ft the 'l'Bt.IE'DIAYO area. 

3. Ant OPfJUUOE 

!IJSm!H liO!rt, 5th/6th. 178 toDa ot lf.l, abd 67 toDa ot inaeiiL\1• 

«rlea _.. dropped Oft COI.OGIIS abd the area. Sevoral largo tiree wre started but 

&enarall.r obeern.tiOft wu prommted by cloud, At BlVRI efcbteen toDa nn dropped 

all<! baobe wre Men to baret acrcea the doob, At GINlii!YILLIIRS where niDe~ tom 

-. ~' SOOd tires wre repcrted u a reoult ot the attacll: Oft the ~ 

l'octaey, Two ot oar aircratt craahed, nat three, A leJ.llngtOft destro1ed CIIIOI 8IIBIQ' 

ni8ht fiahtar, 21 R,O,.t,P,, 21 R,A,.A,P, and 12 Hew Zeal&Dd aircratt took part. '1'110 

New Zea:w.J a1roratt were 8IIODg tboee loa t , 

6th/7th. 157 a1rcratt were eent to attack ~ Prel 1w1 _.,. re

ports il;'dioata that operatiOM ,... eeverel;r 1.-pered by stcr.8, PiYe a1rcratt are 

~· Stb/6tb and 6th. .lttacke 'tlr a total ot niDetaen air..t't 

C8llaed 110 ~. 
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NFIDEN11AL -----
1-T· 

(0 t eo .. -----~~====--(JW ........ .., 

MUJTARY INTELLIGENCE DIVlBIOlf.Jfn..\1~ 
om ••• 11.1 .s. MIBtiW ':t\¥RllY bPoi:T llobreiD loha4 --... Jlaterial tor Strotocio ~ 

Subjt<1 - - ,-! >-1lfftue, ...,..__-,.;;;---··---···- L G. No. ---·--

t'rom fP.l -···-~:.::~.:...-.. Report No. -~~~--····· April 7, 1942 
o ... ···············-····-·--··--

t"'u.M~·~~ eo. Ia ~ u4.ue tltttH , 
lDtel licenoo. Coue14ercd rel~bl•· 

nater app-roa<mu . Poae1bUltr ot alr-bom • imadOD . 
J!otu,... or ooil . ClSJ:iate, r..,ter lllppl,. ll<>od DoOowork. Lo..ti!>c 
U>d t!Dloo~ o11 ton:Wou o. Air-tle14 oo lolU>d ot llllbaz rop. 
Eosg1tale . Prna.l.ODt dJ.tM.&ea. 

~: 

Pvpulatl.w pro-Brlthh. AoUrlty of c.._,. opioo , 

OU produot,.,., ... ~ .. 

LBrdoR 

r4r • (l 

............ ..._ .. __ _ 
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no oil tlol4.o ..... oit•tM 1.11 tho -"'' or tile lolU>d. 
'1M welh are OOIIDeoted with • oll otMr, wt.tll the ~'• C-UqJ, 

retlury ar.4 ter•1tul.h G:!l the t:aa't aa.ct 1'i" ' oo.at a • u4 WS.th tho 
tO'M\ ot ...._, by a. good net-work ot roa4a , oonatruotad &A4 l'll&iD.taiJ'- 4 
by the._, 

!be loa4.1tJg ter;~~1Dal., • hioh 11 uae4 ~ tut:.n, h a.t Sitra a. 
a-.11 h laad ...,. tlw northern extraity ot the l: .. t ocaet. ! M 
t&DkeN are JIOOH4 t.o a l115htq ocmetNot.4, bolated ctook ott abora, 
wlWN d .z p1pe-Unu tf"(DD the ator-ce t&nb ha'ft'l their torainale. 

At Z.l~, OD the r .. ea t ooaat, h the \11\l~r 10endn.al tor 
tbo 'b&rce• whloh tranaport W orulie oll t'roa thD Anl:ttan ~4. 
OD ao.co\et ot roeta, narl(;at1c:IID betwe., Bahreltt .mel the m.lnlUld b 
~·roue, .. t.hl ou ... t--. b&rc.•• .... tolWitrly -" • ~ut 
rovt.e. lbort.l)o blto.re aouroe' a 6epa.rta..N, a "" obl.rzel., w!dob .Ul 
rMuoe tM ll&ol '"r'7 e-..iclerabl7, •• .Uaoonred. an4 'II'U 'beinc MJ"k94l 

w1"' b\ooJW • 
0. tbt bland. or l:uharrap, 'llhl U 11 ocnneoted W'lth !ldl. .. etn 

hf a ~~, b aituat~ • c;ood .Mturd e l.r-tlold. the eoil - • l'lav'cl 
•and.• n. tlelcl la uee4 •• 1. baH ':7 plarwa tlyiac to u d f'To:a ltldl.c. 
tMre aN eo M.npra, 'but a.bed.t tor r epeir 110rk aDIIl for U.. t twap 
ot apare pan. h&'fe been arect.cl. l uUdf.n.le , autttoieDt to aec<mOtace 
1000 IIIID, ..,.. 1n the oour•• ot oonetN• Uoa. niU\a for the defeu• ot 
a.J:uo.ia, *1* vUl be baMCl ca 111.\b&rrap, baft b!Jtlll elaborat ed. A.t 
pNaect, the e lf • i.r M t -..ee oODaht ot a talt - Mttery ot obeolri:e 

&Dt1·•1roratt ort111•'7• 

Rll•t of tile oau ea)' OoOUINtllaS the two i.ll..U b a rolatlwly 
ehelte.r<Hl et retoh ot • t-sr, te tM .... .,ua. • obo"Gf• 

tbo hlu'el.ll Petrol - Co. 11&1 blll.lt ood oqldJIIIO'I 0 moclon>, 
dr-ooad1t1-. · zo.w 1>oop1W · n hu.., bond ... te _.. .. pply 
or qldAiao. 

11oo ~- 1:1u tcc lloopial, - oil h .,._tOO<! pril:l&rUJ 
t or U. • t19M, eovl4 to .._ .. ot .... a.__...to altout 10 ~· 

n. ,_ ... CO~.Pm~·· .... jll"owi-
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.nt h olootrlo tona. ! be boo]ital h \Tt.clor U. cl.l.reotlco ol' o nrr !J>a 

.a-r 1011A cl~tor JlU:IK !'la.rri140. 

,. 

filo 1141hro>ID Gon-t Boopl tal tor D&th .. h -~ 
0._.,lot 1CDJ "'- '-ra!Dat.d, It oould oo-w a tn 1-..aro- l"'tionta, 

ID odd1tica to to. torocolllfl, UJ.ro h the QIM• Vlotorla 
aoopltu, • 1-loh 1t -rel:r .. - u 4Jipot\Ot.r7 ,.. b7 • ~uanmtll>o 
4octor. 

llolor lt. t o ..-lolely pren.lont Ill the hl•4 ut ._blo cl;yoontory 
lt ~ &lr.OilC the ~~a tine. 

fhe population, IXOipt for &~Ut 800 l.u.ropttaa.., Mit Of Obt'CI. 
ate •ployld b7 tho potrolo,.. o~, D.-ro about 9t000. Tbey ,...., 
all J.1o"""""4ano. fbey ....., tor the moot pott pro-Brithh, ol t houc;h o 
tr.u -uot r arty ht.o boOD rooent}¥ orr;onho4, ..,d auO«ooclod ID b"""c"'G 
about A t .. 8'tr1Jroe • 

01\ 'QI.D tpiea a.re aoUn. A tf!fl DOGtha nso t~re wae a c!iu
tw-ba oe 1D ~. the n..-. or which tl,.t n&ohad ttu• C-OitJ18AY'• uND 

0 ,..,.111.\eo a•y t1>rou0> the krllll ....,• ..,; broodout . 

fbo llohrcl.n dAily c.....S. oil pro<luotloo !.1 oppt'Oxi:;atol;r 
zo,ooo buT<>.h1 the oopaolt;r ot the rotlnoey, ..t.ioh """ oo:>ploto<l ID 
l tS1, 11 a'bcut $0.000 b&rNle a de.7.-

0utd4e of' dates 1D ...,,., &Dd. t h b. tlao wholo ye:t..r rourtd , 
tht.l ... a N :w retotli'Oel <111 the blaa.d, 'dbl oh Mpcuie ect lrely o::a i:l.,art•· 
1D tho put, tt.ooo - pr1Dolpt.ll7 tna 1»41•1 tlloy • ••• ,..., bogln>W>_; 
to oat trot'\ Sov.t.b. Atrioa. 

l'ltBI)MI!IOK D. SJWU', 
Lieut. Col., 0.6 . t;. 

CXlNFID&~ 

- I -
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UNnm !trATD GcN _ _,. 

COORDINATOR CW lNI'ORMAT10N 
W,_ ICM, D. C. 

The Honorable 
The Secreta.:tY of the Treasury 
Washington, D. c. 

Dear Reury : 

April 7, 1942 

The attached has just co• to us froa our 

London office. It is the Ministry of Economic Warfare 

weekly propaganda digest. 

Sincerely, 

Williu J. ~ 

134 

r 
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"1. 

to !lazilY Europe are: 

(a) !Jtraipe: A S)'stea bas been iay'oeed that reaeablee 

the French r.-rolutionary assignate, new curreDCJ will be 

issued Ill' th.e new central bank of issue at R09110; tbie cur

rency will ba called tarbo-npetz and will be • alued at one 

tenth of a reiclio ll&l'k, backed Ill' mortgage on real estate; 

(b) Latyia: To place entire economic lite under 

Nazi control, a new credit institute Geaeinecbattsbaryst

land bas been established; 

(e) For;er Russian-Poland: Gel'EliS ban hq:oaed 

complete llati financial control with foreign exchange legis

lation; 

(d) France: There is a syate11 of exeaptiona from 

ex~ss profits tax which fa.ora collaborationist enterprises. 

"2. In order to increase the food supr l.f to.r the 

cities, Genu.n agricultural labor will be reap~ortioned in 

relationship to the size of f81'111s and intensity of culture. 

Despite the increase of farm labor Ill' 11ore than one million 

five hundred thousand prisonera of war and foreigll81'8 whose 

will is not in their work. The Genu.ns are ha•ing difficulties 

with Spanish workers , and they hes itate before the risks of 

usi~ "undependable• Russians. 

•a. .!Ul.I.: 
a. Because of a desperate need for nickel, 

It.sl.f bas withdrawn t •enty centesimo coins after baring al

ready withdrawn fiftr centesimo and one and two lire coins •. 

b. Ordered that all 110tor vehicles aanutactured 

before 1930 be confiscated; 

c. Obteined one hundred thousand tons of rye 

tr.,. Genaa!tr after agreeing to return an equi•alent a11otmt 

of wheat attar the harvest. 

"4. The cut of Geraan Mat, bread and tat rations, 

effective April 6th, brings ~~eat and bread down to 1914-18 

war l evel at lOi to 14 ounces of meat weekly aDd 71 to 80 

ounces of bread w"kly. Bowner, the fat at 7 to 91 ounces 

per week is aucb higher than the 2 ounces •et1.7 alloted 

dur~ the lut war. Regraded Unclassified
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I TO 

TREASURY DEPARTMENT 

INTER OFF'ICE COMMUNICATION 

Secretary Morgenthau 

lir. Kamarck 

136 
! 

SubJect: Monthly Repert: Royal Air Force Bombing Acti•ity 
in Maroh, 1942 

1 . Bombing acti•ity or the R.A.F. flared up in Karch, after 
the rel~tively quiet early winter months. Two notable raids 
occurred in thie month: the attack on Paris and the one on the 
Bdtic oort or Lubeck. The athol!: on the Renault plant in Parle 
exceeded the German bombinge or London in tonnage or bombs 
dropped, a cargo or 477 tone being unloaded by the Britlah. 

z. R~oorts from Sweden indicate that the R.A.F. descent in 
roree upon Lubeck, a city which is seldom bombed , aohie•ed notable 
results. The following deecription or the raid, bued on oonfi
dent1al Brit1eh sourcee , might be or interest: 

The attack on Lubeck occurred on Tueeday night and earl)' 
ledneeday morning, Karch 28/29. 205 bombers, including 46 hea.y 
rour-aootor bombers, toolt part. The sk:V was olear, with a bright 
moon and no cloud. The arrival and departure or bombers over 
Lubeck took place on schedule, like trains paeeing through a 
large terminAl. The bombers cruised over the t own at •arying 
hel!hta, f rom l , JOO to 17,000 feet. 

Af ter the first bombs and i ncendiaries were dropped , the 
center or t he town blued up. Some or the later bombers wer. 
guided to the t!trget by the fire seen frCMII 100 •Illes away. 
Tow~rda the end or t he raid, t he 1eland center or the toom we~ 
bluing l1ke one large fire. A machi.ns tool factory waa definitely 
aeen to bnve been flattened out and t wo other large raotori ee were 
•t lenat badly damaged. 

A total or 163 tonH or high exploai•ee, with 146 tone or 
lncend1ar1ee, were dropped, 1.e. , a rain or well over 100,000 
single 1ncend1"ry bombs. Ino;luded 1n the h~h exploe1ns were 
17 two-ton super--bombs . Verr 11 ttle anti-airc raft was exper-
Ienced, bu t a l arge numbe r or righters were eent up. Twel•e 
boa'eer~ were lost in the operation. 

Regraded Unclassified



- 2 -

R.A.r. bomber loseee 
in bomb1np: r aids in 
Northe r n Europe 

Jl. AMlYBlB Of T11 rgets 

Loeaea during 
llaroh 

Attaok e during 
II tor ah 

Porta, docks, shi ppi ng 16 
Indust r ial plants 11 
.Urdromee and seaplane baeee 9 
011 refineries, syntheti c 
phnte end t ank ra.rma __ 1_ 

Total or above 37 

13? 

Total Loaee a in raids 
to Apr il 1.19~2 

TotAl Number or attacks 
to AnrU 1 1 19~2 

1 , 5}3 
917 
880 

359 

3.689 
111. Leading Cit1ea AttAcked Attacks during Total Number or attaokr 

llaroh to Anrll 1 I 19~2 

~- Gena,.nr 

Cologne ( induatr1Bl center) 
.Bremen (port) 
H&~~~burg (port) 
Emden (port) 
111lhelmahaven (port ) 
K1el (port ) 
Usnnhe1m ( i nduetrial c ente r ) 
Berlin (1nduotri.U. center ) 
Euen (1nduatrl .U. center) 
Ge1aenk1rohen ( aynthet 1c on) 
Hllnover ( aynthet1c o11) 

2 
0 
0 
1 
0 
1 
0 
0 
3 
0 
0 

Total or aboYe (11 c1t1ee) 

~· Oooupi§d Areas 

Boulogne (port) 
Brest (!ort) 
Oat end port) 
Cs181e port) 
flushing (port) 
!.orient (port ) 

Total or above (6 oi t 1ea) 

~- ltsh 

N~plee (port ) 
Turin (1nduatrlal c ente r ) 

Total or above (2 olt iea) 

1 
0 
2 
0 
0 
0 

0 
_Q_ 

7 

0 

97 
87 
85 
72 
61 
58 
57 

~ 
~3 
~2 

120 
107 
102 

~j 
52 

523 

37 
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• .lpril 8, 1942 

JlEMORANOOitl FOR THE SBCRET.lRY' S DI.lRY 

Senator Truman and Keaara. Fole7 and Cairns were 

138 

in the Secretarr' a Office at 8 :45 a.m. tod&7. The SecretarJ 

handed to Senator Truman the attached questionnaire tor 

dollar-a-rear and w.o. c. men. Senator Truman said that hi a 

CoM3ittee had been working along t he •~• linea and he thought 

the Seoretar7, in his questionnaire, "had something" . The 

Seoretar1 erplained he thought it was eeeential that the bo7a 

ill the ArDl1 and NaT7 should remain conTinoed that there wae 

no crookedness in the Government and that the people in 

Washington were not becoming enriched. Senator Truman aaid 

he agreed with him tull 7. 

The Secretar1 said that Senator Truman could have 

the questionnaire tor what it was worth and that he had not 

sho1111 it to &nTOne. Senator Truman said he would be happf 

to haTe t he Secretar7 as a partner, but the Secretar7 replied 

that so far i t was his own personal i dea &lld that the Senator 

should take the queetionnaire tor his own purposes. 

Attachment. 
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1. 

2, 

) , 

4. 

s. 
6. 

7. 

•• 

1.39 

Da\e ---------

·- (,..tat) 
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R.K.JR: Leon, last week when we had this meeting, 
we all said our piece and so I haven't had--

~. HENDERSON: I s that p-i- e- c-e or p-e-a-c-e? 

H.Y. JR: Unfortunately, p-i-e- c-e. Inasmuch as this 
is - the problem has at least three corners, if not more, 
you occupying one, I would like very much to hear your 
side . 

lilt HENDERSON: Well, I will put it this way. We 
started in with the choice of the type of price control 
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legislation. Some things seemed rather academic, but 
very forcefully academic. That is, they were the types 
of things that any professor would have accepted, but 
probably as an administrator, the atmosphere in which 
we started on the price control legislation wouldn't have 
stirred his stumps to take action about . They were , I 
would say, a recognition that price control, i n and of 
i tself , could not control a war economy and probably 
would have big difficulty in controlling a defense 
econo~, say, one that ran perhaps twenty- five to thirty
five percent diversion of productive energies to defense 
preparations. We set out, as you know, that there was 
need for appropriate tax legisl ation, that there was a 
necessity for a control over the distribution of scarce 
goods, and that there was a need for a savings program and 
controls over the expansion of credit at least and probably 
a direction toward a diminution of credit, particularly 
that of consumers. 

I don ' t believe that - I believe as I say with what 
seemed then an academic recital than even the people who 
had the most pessimistic outlook as to what would be 
available for consumers envisaged what the actual physi
cal supply situation is sure to be this year and what it 
i s planned to be for next year. 

For the first time since I have been connected with 
one of the defense organizations, we have had to think in 
terms of shrinkage of the war production program. I don't 
know whether you realize what that means . 

H.Ll.JR: Expand on that. 

MR. HENDERSON: We were pressing an internal group 
for a faster and larger program, as you know, having taken 
part in it . \'/hen we got an acceptance of the program in 
terms of, say, the bench marks of sixty thoueand planes, 
forty-five thousand tanks, and seven million tons of 
shippin~, things like that, and you apply your tables of 
convers1on to those as the Army and Navy have been doing, 
your program runs b~yond what it is either possible for 
the economy t o afford in this current calendar year or 
?mat it is physically possible by even the strongest of 
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efforts of t ransforming the civilian economr to war- time 
production to make . At the last estimate the - this 
year's out-p~ents for the program filling out the 
President ' s message on the old tables of conversion, 
that is, ammunition and everything else , would run up
wards of sixty-five billion dollars, w!th one quarter 
already gone and total out-payments not much over seven 
billion. I mean, it is an impossibility of making fifty
eight billion dollars worth of goodsin nine months. 

Now, the 1943 program would contemplate, at the 
price level as of the beginning of this year, seventy-
five billion dollars. I don ' t know, our estimates probably 
would say not more than a hundred and twenty billion dol
lars, Dick, as a total for next year's production, con
sidering the bottlenecks. This seventy-five billion 
dollars is without the pay and - oh, some of the goods and 
food and things like that which will run another ten bil
lion dollars. That is, an impossibility in any terms of 
what we see the pr oductive capacity is . But the lesson 
of that to me is this : We are finding quite a bit of 
energizing is taking ~lace i n the production program, as 
you can see with the 1ndex rising and the income rising, 
but at every point where there is this pres6ure now to 
roll back some of the war program, the choice will always 
be made, can't we get that out of the civilian economf . 

Now, we are down on steel, for example, to less 
steel for purely consumer purposes than we had in 1932. 
Ne are down, and we are being pressed to find some out 
of that to go forward with a rail program. !low, within 
not more, I would say, than ninety days, more probably 
within sixty days, consumers durable goods wi ll be almost 
completely out. That is, we have made no provision so 
far for anything beyond repair and maintenance item~ . 
That is, we have made no provision even by a consollda
t ion into one plant or a limited number of plants for a 
continuance of the making of even a small amount of con
sumer durables . Part of that is by choice . My own 
feeling has been that if a compaor does not have any 
civilian orders that the accrual of preasure toward getting 
~ar contracts will be heavier, and I think that . the evi 
cence supports that . I fee l that this is the t 1me to make 

• 
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the cut if we are going to get into a total program. 
\Vhat really the civilian has got to do, the civil ian 
community has got to come back in and talk about its 
elemental needs, and then we build whatever our con
centrated industrial consumer durable goods program is 
out of that. 

't 
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Now, that may be a harsh approach, but we now have 
a Requirements Committee which is operating fairly 
effectively on the major raw materials, and every pres
sure, the pressure of carrying out the Russian protocol, 
for example , the pressure for any speed up in bombers , 
the pressure for this synthetic rubber program, the 
pressure for the - what the President wants of another 
aillion tons of shipping, and probably what we ought to 
have is two million tons, all of that focuses now on the 
limited amount that we have available for civilian purposes. 

(Mr . Paul left the conference . ) 

Now, with that in mind, we have programmed, I woul d 
say, about five weeks ago that we would go as far on the 
price front as our law, stretched to its fullest , would 
let us go. It was about six weeks ago. We have been 
busy, and we are ready now at any time and expect to go 
when the signal is given, with what amounts not jus t to 
a retail price freeze but a complete price stop with 
exemptions which are really minor. ire expect to utilize 
the law as it was passed to make a price stop. 

H.M. JR: Does it bother you for me to ask you a 
question? 

MR. HENDERSON: Oh, no . 

H.M.JR : Does that include agriculture prices? 

MR. HENDERSON: As far as we can go with them, yes, 

!low, the ones - you went over the list finally last 
night. 

MR. GALBRAITH : The exempt ions are relatively minor 
when you come right do'll!l to it, Jlr, Secretary . We excluded, 
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tor reasons of Section 3 of the Act a hundred and ten 
provision, on the--

H.M.JR: Is that your Act? 

1.53 

MR. GALBRAITH: Yes. Only butter , cheese , evaporated 
milk, poultry products, which we would primarily have to 
exclude an,ywar for seasonal reasons, dried beans, and a 
few - sour cherries and so for th. We also do exclude 
teeds, feed grains bei.ng the major commodities which are 
below the standards of the Act, below parity . It will 
be necessary to find some other means to hold them stable 
in order to maintain a fixed price on, for example, fluid 
milk. That is, Section 3 of the Act, in other words, is 
not disturbing as far as the generality of the move is 
concerned . 

H. Ll . JR: I don ' t want to take up - · I 
ask one other question which isn' t clear. 
thing, at what level - either the farm or 
retail--

just want to 
This price 

factory or 

MR. HENDERSON : At all levels . As I say, it is not 
a retail price freeze , althought our job will be similar 
to what the job of the Canadians has oeen, maintaining that 
consumer or cost-of- living line ns rigid and intact as we 
can and worki ng back through wholesale prices and pro
duct ion with every available means; but this, in effect, 
is equivalent to, I would say, the German price stop of 
'36, and certainly it is equivalent to what Canada has 
done, as I think their open ends--

MR. GALBRAITH : They are very much the same. 

MR. HENDERSON : Now on the rationing front, on these 
consumer durable goods , I expect it is apparent, with 
this supply above ground, we have the choice every day, 
do we allow the ordinary channels of business and so forth 
to do the rationing on account of the fact that it is a 
disappearance item, or do we take complete control, and 
on oost of tham we are just letting them go out through 
the system and keeping the price as near to what it 
normally has been. But we anticipate that each month for 

, 
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for the next several months we will have some major program 
of rationing effecting the cost of living. 

(Mr. Paul returned to the conference.) 

That is, we have v,ot the gasoline. We probably will have 
shoes by June or July. We will have some clothing at least 
in the early fall and probably fats and oils in July. Tbe 
whole fats and oil question, as it relates to consumer 
consumption, is prooably the toughest one to handle on a 
rationing basis on account of the fact that there are 
eighteen hundred of them and many of them are interchangeable. 
The sources of them and the interchangeability of them for • 
industrial purposes and war purposes as such. But we have 
the feeling that we can handle satisfactorily with the 
organizational structure about one major program a month 
now. The printing itself is one of the big deterrents 
on it . 

Now, independent of that, or tied to it, I will put 
it that way, I think that we face an inflationary gap that 
is going to press on us tremendously just the same , and I 
feel that we have passed the place of what I call the 
academic consideration, the recogn.ition of the varieties 
of it and the agreement of principles, and if we don ' t take 
hold now, we will almost surely lose control. All the 
reports that we get in from the consumer end, the retail 
end, indicate that even with what we do we are going to 
have tremendous pressure· on the markets, particularly for 
these tail-ends of these consumer durable goods. Now, 
what that will do to the general market, I don't know. 
We have arranged for an ore>anizational structure clear 
down, a Federal system, cl;ar down into the rationing 
boards. We are going to convert the rationing boards, some 
nine thousand in number, to price and rationing boards if 
we get the money out of Harold Smith, and that is the 
reason I was late, trying to persuade some of his boys 
that we really needed it , and with an executive in each 
of the boards , what a state administrative set-up and 
a regional set-up above that with policy direction here. 

Now, we can make that kind of an administrat ive set-up 
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fast enough to take care of, say, a WAy 1 date for our 
price stop. We are equipped to do that . I may be feel
ing a lit tle sensitive about criticism that has taken 
place while I have been away from labor and Government 
officials. I would say that anybody who can do it any 
faster, I would be glad to have written applications . 

NoiV, on the other front , you probably know the 
position I took about wages. I took that position with 
a clear realization of what it meant, what it seemed to 
imply, but with the one single cold fact , that i s, there 
was no possible way that we saw of lifting the volume of 
goods available to consumers and that it meant, except 
tor readjustments that t ake place by equity reasons, 
particularly those in the low income groups, that it meant 
nothing but a changing of the price tags and that meant 
just shere inflation. I have taken that position and I 
stay with it . 

H. M. JR: Your position on a ceiling on wages, what 
is it? 

MR. HENDERSON: ~ position is that we shoul d have 
no general increase in wages, that we should have a -
what amounts to a freeze at this level with the exception 
of wages under forty cents anhour, and that we should make 
our plans, together with the rationing, for maintenance of 
a standard of living for the substandard groups, not only 
on wages but the fi xed income groups or people who derive 
thei r income from other sources. 

H.M.JR: Leon, I wondered if some of these people 
didn ' t want to ask you some questions about your own 
responsibili ty. 

UR. HENDERSON: All right . 

H. M. JR1 Does anybody want to ask Hender son about 
what he said about rationing and his plans and so forth? 

llR. \'IlliTE : What proportion of the total expenditure 
on consumer goods do you anticipate, roughly, that you will 
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have by, let us say, October 1? Do you have some idea 
of ho1v much coverage that is? 

MR. HENDERSON: Only the roughest estimate. I don't 
think it would be more than fifteen to twenty percent. 
You mean all the cost of l iving items? 

MR. WHITE : Yea. 

!JR. HE!iDEaSON: Including rent? 

J.m. WHITE : No, exclusive of rent . 

!JR. HENDERSON : On rent, .as I say, we expect to get 
a coverage of about ninety million out of our existing 
law, but on the items at retail somewhere between fifteen 
and twenty percent by October 1. 

MR. GASTON: How i s t hat, Leon, with respect to the 
goods that we should expect actual shortages to develop 
in? 

MR. HENDERSON: I woul d say that our present pl an 
does not call for rationing of the remainderings of the 
consumer durable goods production . That is, assuming you 
have got t wenty- five million refrigerators and you have a 
stock now of six hundred thousand. We do not propose to do 
with them as we have done with automobiles, that is, locked 
those up and put them out, because our contemplation is now 
of a victory model of r ef r igerator when we actuallf have 
to make replacements and have that in a concentrated produc
tion . 

Now, where there is some acute item, of which t here 
will not only be a shortage but a nulli ty, we may take 
over the rationing of that scarce commodity . 

MR. LANDIS: Your price stop will cover rents? 

MR. HENDERSON: We have in contemplat ion at the time 
when the President gives the fo-ahead announcements which 
will oover the rents in colllllun ties having about ninety 
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million population. You see, Jim, we are limited now to 
a defense area; but, because of the diffusion of war 
production, we can get most of the populace centers and 
that would be - would mean that we would get a price 
stop on that within sixty days. 

MR. CURRIE : On the wage ceiling, Leon, is it not 
true that there has been no wage advance of a general 
nature since last March? 

loiR. HENDERSO!I: You mean wage rate? 

I.!R . (ll!!!UE: Wage rates. 

loiR. HENDERSON : Dick knows that much better than I; 
but, as I recall, we have been having a general rise in 
the wage rates particularly in the defense or war pro
duction--

UR. CURRIE: Isn't that largely attributable to the 
increase of wage income due to the increased employment 
and higher wage industries and longer hours, but as I 
have been told--

IJR. HENDERSON : No, 1vhat you get - now, what we have 
been greatly disturbed about, Lauch, is the operation of 
these - what do they call them, area--

loiR . GALBRAITH : Area agreements? 

JD\ . HENDERSON: No, not area agreements--

YR. LELAND: Collective bargaining agreements? 

MR. HENDERSON : No, 1vait a minute . Is it the Bacon
Davis Act? 

MR. GASTON: Prevailing wage? 

MR. HENDERSON : The prevailing wage. Lauch, you would 
find that the prevailing wage rate has been on an escal ator 

basis. It has not generally affected the war production -
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I mean the total wage. rate because of the fact that we 
have only had a rel at1vely small percentage in war work; 
but, if that particular provision stays intact , most of 
your unions are abl e to negotiate an increase in the 
rate , actual hourly rate by that provision. As you move 
toward ten million employed on war industries, it becomes 
a very decis ive factor . '!! 

~. CURRIE : Vlhat I was trying to get at is this : 
if you can avoid a general increase in wage rates through 
voluntary means rather than compulsory, that would be 
desirable , I should say; and, if it is true, as I say, 
that there has been a remarkable restraint in that field 
last year, that labor - orl!8llized labor has given up the 
right to strike, has agreed to abide by the War Labor 
Board's decision, I should think you are pretty well pro
tected with these things, particularly if you can get a 
further voluntary agreement on the wage rate. 

MR. HENDERSON: But the whole purpose in askin~ 
for the dollar a day of the War Labor Board was admittedly 
for raising the whole level of wage rates. That was the 
purpose of it , and it was for that reason that we haye 
resisted it . 

lr!R. CURRIE: But if you could get this thing vol
untarily, you would prefer it to compulsory, wouldn't you? 

lo!R. HENDERSON: Well, what do you get voluntarily? 
You get voluntarily a coverage , yes, of important in
dustries , but not a complete coverage . It is the 
same way we have haa a very, very swell response from 
retailers as to the averaging of their cost of in!entory 
and their retail prices, but you can't hold the d1ke; 
and you wouldn ' t be in~ mind - maybe I have gone to
talitarian, Lauch, but I don ' t see any way in which you 
can hold this flood by the voluntary method, par t icularly as 
other elements . 

lr!R. GALBRAI TH: Lauch, do you mean by voluntary, non
statu tory measures? 

loiR. iiENDERSOll: Or agreement? 
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YR. CURRIE: Well, it is partly voluntary and partly 
compulsory, I would say, Ken. When labor ha~ foresworn 
the right to strike, they give up the main weapon f or 
advancement of wage rates . If, in addition, they abide 
by the decisions of the Labor Board and if they refrain 
from asking for a general over-all advance, the main 
things you are worrying about, it seems to me, is not 

foing to prevent the wa~e ceiling, that is the increase 
n labor income due to 1ncreased employment and longer 

hours . You are going to let that be. 

lilt GALBRAITH : I think, so far aa going to Congress 
for maximum wage legislation, statutory authority, that 
there is no difference of opinion. I suppose the dif
ference of opinion turns on the strength of the executive 
declaration asking for no more wage advances, if there is 
a difference of opinion. 

MR. HENDERSON: I resisted, as you know, all al ong 
the inclusion of wage control under the price control, 
and our position is consistent with what we are taking 
now. I would not like to see Congressional wage control . 
I would like to see i t as an executive policy which was 
pending on all the agencies and that you get the greatest 
amount of participation and cooperation from your labor 
groups, but I think unless you fet that that the pressure 
will always be for what they ca 1 an adjustment to the 
cost of living. 

Well, now, in terms of what is available of the 
real goods, there cannot be that adjustment and make 
forty-two billion dollars worth of war goods this year 
out of- -

MR. CURRIE: I think you have your price ceiling 
plus the extension of rationing, and you don't get that 
pressure,do you? 

WR. HENDERSON: Well, if you had a completely closed 
and controlled system, you probably wouldn't. 

WR. WHITE: Isn't your device for obtaining from 
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labor a share in the reduction of the standards of 
living which is called for by the reduction in consumers' 
goods to be obtained through the regular channels, namely, 
taxes and savings, that you ~ave every hope of hol ding 
the cost of living down.a.nd to expect labor to take an 
increasing share of that sacrifice by not letting wa~e 
rates increase concomitantly following after a lag Wlth 
the rise in the cost of living is something I really 
don't think you believe there . I mean, you yourself 
hope to keep down the cost of living through the various 
devices; but, notwithstanding that , it is necessary to 
reduce consumption of consumers' goods, and you ar e going 
to take other methods to accomplish that , measures ~ich 
are desi~ed presumably with some reasonable - on some 
reasonable schedule to spread that sacrifice, we ought to 
call i t, over the population in some progressive form or 
in some way which will fall less on those less able to 
bear it, but you have already got an agency to accomplish 
that , so I don 't think you would want to advance the 
argument in favor of fixing wage rate ceilings , that you 
v.ant to have l abor curtail consumption power . 

MR. HENDERSON: Well, I certainly do , Harry, because 
I think that the gap is· so large . 

!JR. Y.HITE: Well, Leon, if the gap is large, let's 
tackle it in the reasonable way. kiter all--

l.!R. HENDERSON : J.tr point maf be - you talk about 
a reasonable way, Harry--

I!R. WHITE : Well , I mean--

l.!R. HENDERSON ; I am more jittery about it than you 
are because I sit there every day and make the recommenda
tions for just taking the physical goods out of production 
entirely, 

lt!R. WHITE : I don' t--

JJR. HENDERSON : And I think the - I think if ~ou had 
to listen to the ping pong manufacturers and the p1n ball 
m&nufacturers and the copper manufacturers, all these people 
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who actually make these goods, and know what a drying up 
there is going to be, you would favor a complete program 
at this time. 

MR. WHITE: Well, Leon, I know we have the same 
objectives, that is why there is some purpose in arguing. 
If we didn't , there woul dn' t be any . The necessity to 
reduce the purchase of those commodities, I think there is 
complete agreement on. I think that you feel the most j 
impact on that , but you are closest to the Maginot Line . 
And yet, isn't the way to attack that problem the way you 
have always held, is through taxes or voluntary savings 1 
or forced savings or some scheme, because when you arran~e 
a program of that character, you pay some attention to th~ 
reasonable basis for the reductions. \Vhen you permit, on 
the other hand , the rise in the prices with the lag in wage 
rates to be the vehicle through which you force a reduced 
consumption, you know it is very unfair. Now, if we were 
unsble to accomplish it throu£h any other channels, then 
I would agree w1th you fully that we have to go to the 
next, though less desirable, means. Are you convinced 
that it is impossible to attack it through other channels? 

MR. HENDERSON : Yes, and to get the control that is 
implicit . 

MR. IVHITE: Well, I don't see that, because if what 
you are after is a curtailment of purchasi ng power and that 
is what you are driving for when you say you want wages to 
lag behind prices, what you mean is they won't have enough 
ooney to coiimand real goods . Isn't that right? tlow, 
we have other vehicles for accomplishing that purpose right 
at hand. We may not have !Z'One far enough, and I think that 
we mi~ht want to push to g0 further, but certainly that is 
the vehicle to go because when we use that instrumentality, 
we certainly can be reasonable and fair. 

MR. HENDERSON: Let's make it specific. I favor 
the President tel ling the War Labor Board that as a matter 
of national policy tliey should not authorize wage rate 
increases , such as the dollar a day. 

Now, do I understand that you don't favor that? 
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MR. Vll!ITE: Well, I think wh&t the President 
should communicate to his vt.rioua &genoiea, . including 
the War Labor Board, is that no increase in wage ra.tea 
should be permit ted unless they are necessary to make 
the adjustments you spoke of, unless they result in 
increased production, except in certain industries 
where it may be necessary to offer additional induce
ments in order to get additional work, and finally 
unless it is necessary to be adjusted to cost of living. ~..,.. 
I don't mean identically1 but somewhere along the line . 
Now, if you accompanied that labor philosophy, which can 
be carried out at his instructions without any legisla
tion and without any Administrative order, if you follow 
that wi th a successful keeping down of the cost of liv
ing to sane small percentage, then I think you have 
handled the labor situation satisf&ctorily, and you 
tackle the necessity to reduce consumption through the 
usual channels, namely, increase in taxes and increase 
in savings . If it isn't voluntarily forthcoming in 
adequate quantities, you force it, and I think you have 
an adequate control. 

MR. HENDERSON: Dick wants to talk. 

MR. GILBERT: I think it is important to keep the 
facts in mind in this discussion . I don't think !larry 
is, The facts are that real hourly earnings, hourly 
earnings corrected for the coat of living, are precisely 
today where they were a year ago, real hourly earnings 
are unchanged. The real weekly earnings are up twelve 
percent. Up to this time labor has taken no cut, twice 
the reverses . Ita position is immensely superior to 
what it was a year ago . Now, the proposition is that from 
this time forward, this year there is to be a twelve 
percent cut in the amount of goods available to the 
entire nation. Labor simply cannot maintain its real 
standard of living without imposing upon other groups 
in the community a out in their standards of living 
beyond the twelve percent which must be the average for 
the nation. It is a basic point . 
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!JR. HENDERSON: It is not only that, but what 
you would have - you wouldn't get a uniform adjust
ment upward of wages , You would get the strat egic 
bargain groups and t he stron~powered groups who 
would be getting it at the expense of other groups 
that ars not able t o make t heir wage increase . 

163 

MR. GILBERT : And the second point I think Harry 
has neglected is, what is the magnitude of t he i ncrease 
in purohasin.g power that will result f rom the increase 
in wages? We have done a vecy careful job in trying 
to calculate that, and we calculate that it will mean 
seven billion dol lars thi s year, the difference between 
freezing wages and permitting them to go up as they 
have been going up, That will mean seven billions of 
dollars , Now, Ur. Secretary, you have got to devise 
programs to take up an awful lot of money, What we have 
been discussing these past few days and weeks, has been 
an increase of the program to yield six billion dollars, 
and that would be enough if you had wage freezing . If 
you don ' t have a wage f reeze, you have got to get 
thirteen billions more, an additional seven over and 
above the six, Now, I say as a practi cal matter, you 
just cannot devise fiscal and other means to sop up 
purchasing power as rapidly as i t is now being generated, 
and we have got to recognize that fact . It doesn ' t make 
any sense to break our backs finding new techniques for pulling 
purchasing power out of t he market when we don ' t close 
ott this clear avenue t hrough which the funds are pouring 
out. 

H.M.JR: Could I go back a minute to your (Henderson 's) 
board that you are going to set up, which you hope to get 
the money for? This i s your problem, and nobody can 
answer this but you. Is it impractical - let's say t hat 
you are successful on the first of May or whatever date 
the President and you decide to set a ceiling on pri ces . 
You have got t hese nine thousand boards, appeal boards 
and all that sort of thing I suppose, and while - the 
other thing is done but still within your responsibility, 
I mean you can' t go further t han rationing and doing the 
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thing th&t you described? You spoke about getting one 
thing a month or one in t•o months or aometliing. 

MR. HENDERSON: I said one group. 

H.M. JR: Y~ can' t move !aster on tba! front? 

J.IR. HENDERSON: Can't move much faster . But 
whet is the ar~ent for taking a complete regimenta
tion of expenditure? 

H.M.JR: !rgument for? 

J.IR. HENDERSON: Yea . 

H.).{. JR: Well, I am not arguing for anything. I 
am just asking for information. 

MR. HENDERSON: Here there will be a number of 
goods in which there will be a plenty for those who 
choose to exercise that choice. 

H.U.JR: Well, let' s take soap, for example . You 
fix the price of soap. · 

J.IR. HENDERSON: We will fix the price and we will 
probably have to !ix - we will probably have to ration 
soap before the year is out. 

(Yr. Smith and K.r . Sullivan lett the conference. ) 

H.Y. JR: lhat I am getting. at you fix the price, 
and then you don't ration eoap. i mean, your problem 
irrespective o! what anrbody alae does to keep the price 
of soap down; if there a not enough supply of aoa~ , 
peofle begin to compete, it ia very much more diff1cult, 
ian t it? 

IIR. HENDERS<XI: Yea, but whet malces it dif~icult, 
what makes it particularly difficult, ia that excess 
ot purchasing power in the poaaeaaion of people who as 
we know have been short on goods for a long time, and it 
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is the breaking of the - that la what I t hink would 
break any of our controls . 

H.U.JR: I agree with ;you. 
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IIR. JIINDERSON: And that la the reason why I favor 
so strongly mopping up at the source this purchasing 
power. 

H.U.JR: I agree with ;you, but I--

MR. HENDERSON: I think my point is this . 

H.U.JR: Can I just say this? Supposing the people 
working for lir. Roosevelt could devise a scheme of mop
ping up a great deal of what we call the gap of eleven 
billion or fifteen billion, whatever it is, the job of 
doing that, if it was done simultaneously wi t h rationing, 
both things would be a greater success than if you did 
one wi thout the other, that is the thing. 

MR. HENDERSON: Oh, ;yes . 

H.K.JR: I mean, if ;you moved on both fronts, using 
soap as an example . I know Just enough about it not to 
discuss it in detai l, but to get down - I mean, with the 
money in t he people' s pockets - and let's say a family 
uses two cakes of soap a week, and there is only a cake 
and a half to go around, and they are going to bid for 
that soap, it makes your job that much more difficult 
no matter how successful t he people may be in trying to 
sop up the excess earnings . 

JAR . HENDERSON: What I would put--

H.M. JR: I wonder if we can't move more on the two 
fronts , Leon, not rely solely on the people to mop up 
ths excess money, or we rely solely on you for rationing, 
but try to move together. 

MR. HENDERSON: I will put it this way. What I was 
saying to Harry, I am probably more Jittery than he i s, 
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r have been through, as you havan't been, this increase 
in !arm prices and felt the power of the !arm bloc , I 
have been through the increase in the labor income and 
seen what it has done. I have been seeing and antici
pate more ~cutely what is likely to happen because of 
the enormousness of the gap. That is, a very greatly 
reduced volume o! good.s with a tremendous increased 
volume of purchasing power with the Rrospect that if 
something isn't done we get five to seven billion dollars 
acre just from rates alone, regardless of what - as 
Lauch points out, the increase that you get because 
people are moving up to a higher wage rate because the 
industry calls for that rate , M7 jitteryness comes 
to this . I think that with everything that we can do, 
as far as we can get with taxation and with saving, 
co~~ulaory and voluntary, as far as we can get with 
rat1oning, as far as we can get with price control, 
that there will still be enough leakage so that we 
will have managerial problems. 

In other words, I am in favor of hi tting on all 
fronts , and not only that, but I think you have got to 
have a unified program on profitat on the farm, wages, 
cost of living, and rationing, and rents, and everything 
else in order to get a complete acceptance here. 

I think maybe m:j difference ia one of seeing the 
leakages . You check up on priorities . Out of about 
three thousand firms I think close to fifty percent of 
tham were shown to have violated in some way the prior
ity rerlation. We are paying dearly for that leakage 
now, think we will have leakage on price and on 
rationing, and I don 't see- I think the whole program 
will break down unless t here is a tremendous amount of 
money taken from the source; and also unless a program 
comprehends taking away the excess profit, stoppi~g ~he 
wage, except for the adjustments necessary, and hitt1ng 
the farmer , preventing this look up that t hey are trying 
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to make with the cODIIlodi ties, on all fronts , and I 
think even then we have got a magnitude of a gap in 
M1 opinion that no count ry has really had to face wi thout 
several years of preparation. 

WR. HAAS: Leon, may I ask you a question? I 
believe as you do, and the Secretary does, that we 
have to move on all fronts , and then you have got a 
very difficult job on your hands, but the case you 
point out for it is very rapid conversion over a large 
sector of t he economy. It seeMs to me to i ndicate 
that you will have to move more raridlr on the ration
ing front then you are now indicat ng t ia possible 
to move . 

I don' t know whether it is possible to move more 
rapidly or -not unless you change your rationing schemes , 
but I think it can ' t be helped by fiscal devices for 
this reason, that the fiscal devices become less effec
tive as you get this tight situation, as you point out; 
because as you pull the purchasing power out, it is 
like lifting bucketfuls of water out of a spring. You 
get l i quidation of other assets . You don't get a net 
reduction. So that the only device to handle the prob-
1~ that is confronting this country now wi th thi s very 
huge conversion seems to me one of much more rapid 
extension of the rationing. 

I think t he other thing has itapl ace, but ration
ing has to go more rapidly because the fiscal devices 
will not be effective . You have got all this--
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lollt . HENDERSON : I will say I don't think you and 
I have got any q•Jarrel on that. My only plea is to 
make the fiscal device go as far as we can make it go. 
I think we are better off anyway on the matter of 
financing the war, but that i s something else, again. 

t.tk. HAAS : \\ell , we di scussed the technique of ration
ing and so forth, but yo~ start discussing the technique 
of hov1 to absorb purchanng poY!er, make net reductions 
in expenditure by the fiscal devices, then you have 
got some really difficult proble~s and the¥ become 
oore difficul t as this pressure, that you 1ndicate, 
increases ; and it seems to me that you have got several 
devices here, but as the pressure increases more the 
rationinb t hing has to get more in the forefront as 
the only device that can handle t he thing . It has to 
be, of course, accompanied by t he other device. 

Mk. 11ENDERSON : I don't say that is the only device . 
Your rationing device breaks down, George--

~m . HAAS : I don ' t believe in doing one and none 
of the other, but you have to put more emphasis on the 
rationing device as your pressure gets tighter, because 
you get liouidat ion _of the other asaeta, you don't get 
a net reduction in expenditures . 

!!R. HhllDEP.9::>N : That is right. 

:&. HAAS: And I think, Leon, the f igure you gave 
to ~-arry of how far you can move, I think 1 f you don 't 
move faster than that , and we are moving on all f ronts, 
that the situatior will get out of control . 

~. HENDERSON : Do you mean, George, that we ought 
to take over the contnol of a supply that is not shor t? 

LU( . HAAS : Well, I am not advocating which type of 
rationing to use, but I think you havo to get a more 
co~plete - a larger percentage of the e xpendi~ur?s under 
control than fifteen percent by the date you 1ndicated. 

MR. HENDERSON : v:ell, if we get rent and gasoline 
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and certain el ements of clothing, all of the tight items 
disappear. 

!.ft . HAAS: That would be more than fift een percent . 

Jm. HENDERSON : You asked me by October 1. 

YR. GASTON : That answers the ouestion, doesn't it? 
If you take care of t he tight items..:-

~~ . V.HITE : No, I don ' t t hink it does, because Leon, 
you would recogni ze at once that all items are tight at 
the price you want to freeze them, that is t he trouble, 
and the more you ration, the greater your segment of 
rationing, the tighter becomes the non-rationed items 
llecause of the released pu1•chasing power which, in part, 
tends to concentrate on them so that all items are short 
according to the general plan that you outlined at the 
beginning . They are short at the price that you want t o 
keep them at . They are not short from the poi nt of view 
that you can probably get all you want if you want t o pay 
enough money. 

Mk. GALBRAITH: Harry with all of the administrative 
complexities that are invoived, would you advocate a ration
ing program for electric toasters? 

l!h. wHITE : Wep, I think the point at issue on the 
cleavage, and I don t think there is any difference of 
opinion, is merely that you have to proceed with the 
rationing of items very, very rapidly, because you are 
dealing with a situation in which everythin~ is in s~ort 
supply f rom the price noint of view, which 1s the po1nt 
of view on which you are t ackling i t. 

Now, which shall be the items - which fronts you 
shall move on first , you know bet ter than I . 

Mk. GALBRAITH: It is not a question of moving first . 
lt is a <p estion of whether to move at all or not . We can 
set up tnree categories of commodities for purposes of 
discussion. One of them, the first , is items which are not 
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going to be short in supply, t obacco, for example. 

l~. ~HITE : You mean , they are not going to rise 
in price? 

1.70 

!f.l\ , GALBH.AITI! : There is no t going to be any difficulty 
maintaining the suppl y of Chesterfield cigarettes at fifteen 
cent. ~ package or whatever the current price is . 

!Jk. MUTE : J.n other words, an adequate supply will 
be forthcollling at present prices'? 

liR. ~.HITE : Then you are no longer interested in that. 

!&. GALIHtAITH: That is right . Next we have co:!lllodities 
of continuing rising prices which are vi tal, gasoline, 
fats and oil, sugar. Clearly, we have a problem or rat ion
ing those . •:.e are not arguin& about those . But the con
version is striking at consumer durables primarily . !low, 
to be sure , VIe are rationin~ automobiles. We. are rationing 
automobiles primarily when J.t comes right down to it, be
cause they have four rubber tires on t hem. That is the 
onl y reason we are rationing automobiles, if you want to come 
right to i t . 

H.M.Jh: You don't want t o say that . 

i:it. QALBhAI Tii: That is right. 

H.~ . Jk : You want the capacity of automobile plants. 

lilt . HENDERSOll : No, the rationing of what is already 
made, 11'. Secretary. 

!!. ·.~ . Jft : But you want the plants . 

~·It. GALBkAITH: The reason is t hat there are four 
new ti r es on the car. 

H.M.J R: But you are not talking about the automobile 
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plants. 

Wl. HENDERSON : No , we are talking about the cars 
already made· 

H.M.Jii.: O.K. 

Mh. GALBRAITH : tlow, for t he rest of consumers goods 
they are t he t?'Pe of electric .~castErs . They are not 
articles of ~versal consumpt1on. They are not articles 
which have to be sold ta ~s . "X" today in order to 
enaHe her to keep her family fed and housed and clothed. 
1 a::~ just puttill{; t his question . .ould you seriously 
contend that a rationing program with all it involves 
should be set up for each of those scores upon scores 
upon scores of items? 

(Mr. Sullivan returned to the conference.) 

!.!J(, VIIIITE : Well, ll.en, you have ane?lered the question 
In the kind of case you have stated , but 1 don ' t thi nk 
that is t he kind of case that is at point. The issue 
simply is that there will be increas1ng pressure for all 
i tems, mo st items. So, there will be an edeouate supply 
and the price won ' t rise, like cigarettes. So the price 
will rise but the amount of consumption will so vary that 
it doesn ' t lend itself to rationing. Now, there is a 
wide area of commodities in which, if you had time , you 
would want to move in, one after the other. You would 
he far from the total even after a couple of years . !lot 
on the sole point that George is making . The point we 
are all making is t hat you have to go forward 1n that 
area very rapidly. ~hat 1ou include would depend upon 
the particular comrnodi ty 1n lour duties as to w~at lends 
itself most easil y to ratlon1ng, and what benef1ts most 
by rationing, but certainly you would have more than the 
hal£ dozen commodities you have suggested • 

. 1~. nEND~RSON : Oh, yes . I said groups of items. 
1 dtdn ' t want to leave the impression that I didn ' t feel 
we would increase our coverage . I was talking about what 
lie could frankly see between now and October 1. 
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)o!R , HAAS: One of the main points I wanted to 
make is , as you get a tight si tuation, the fiscal 
mopping up becomes l ess and l ess effective, because 
you don ' t get net reductions, you get liguidation 
of assets . The Treasury has all these demand securities 
out, has sold savings bonds , and the only effective 
means, as the situation gets tighter and tighter, to 
prevent spending, is the rationing system, so when you 
make up a strong case for rationing, it seems to me 
that simultaneously vou make - you have to make a st rong 
case for a very rapid extension - I mean, a strong case 
for the rapid conversion, to :nake a strong case simul
taneously for a rapid extension of rationing because 
as far as I know that is the only effective way of 
bandlin~ that situation, and I am not advocating that 
you don t move on t he other fronts , but all. you can do 
on the other fronts would not stop it . The only effective 
way it could be handl ed is by extensive rationing. Do 
you agree with that, Leon? 

l.ffi. HENDEHSON : Oh, I agree on the matter of eg.t i table 
distribution, yes . 

H.M.JR: Well, I would just like to say for myself, 
th~t what Henderson has said this morning is - I don ' t 
know that he was ready t o move as far as he says he is 
ready to move this month. 

We. !ih1;DEhS()li : !.!aybe I ought to say in self defense -
it is unusual for me to be on the defensive, but I--

11. :.!. JH: Is that the South American way? 

MR. HENDEkSON : This is while I was away in South 
~erica, put it that way. Hut we have had this in our 
contemplation .· We did not emphasize it while we we~e . 
getting our price law, that we had started on an or1g1nal 
set up, as f ar as pri ce administration was concerned, 
and had many weeks ago - well , we had det ermined when w~ . 
got the law as soon as we could accomplish our r e-organ1zat1on, 
and ueet our statutory terms that fie would go forward very 
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boldly with our vrogram, and f i ve weeks ago, seeing the 
rest of this oom1ng, we had determined that about the 
middle of Apri l we would get almost a complete retail 
price stop and we have gone further than that since we 
find that you can't distinguish your retail prices and 
expect to have a complete stop . The point I ~ould like 
to make, is that this is not something that was thunk 
up ove I' night. 

H.H. JR: l'oell, what I was going to say was simply 
this . In yiew of what you said thi s morning, I want to 
re-examine our or.n problem again . In other words , I 
want another twenty-four or forty-ei ght hours to re-
ex«nine the whole ~roblem because t his is terribly importan~ 
and I would like h me to t hink about it . • 

~lh . UlltiS: J.lay I ask a .few questions on l.!r . 
Henderson 's program? Your price controls will no t only 
go down on ret~il prices, but on other price levels as 
well . Now, the exemptions that you have on section 
three, those are statutory exemptions, and you are not 
creating any more? 

MR. HENDERSON: Yes . I n fact , we are straining as 
far as we can go. 

lolk. r.ALBRAITH: I didn't qli te get · Jim's question . 
Are we creating any additional exemptions? Yes, but 
they are trivial. Auction sales and--

~ . I\E1'DEkSON : I thought you meant on the agri
cultural end. 

Mn. LANDIS : Tnere is where my question was, along 
the agri cultural front . There your statutory exemptions 
go to retail prices of speci.fied oomodi ties, but you 
can ' t even touch the retail prices of others , and then 
they go al so to agricultural commodities where you can 
touch the retail angl e. Does that worry you very much? 

Mh. GALBRAITH: Well, I 1'1ill give you a reference to 
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one of the me•bera of your staff, Mr. WoLaugblin, who 
has become an expert on agricultural oomaodlties via-a-via 
section three of the act. The exclusions under section 
three, under the McLaughlin oo~struotion of section three, 
if I may say so, are of two sorts . They are comaodities, 
of which butter is one, that we cannot come to grips with 
at any point. At the other extreme is cotton, which is 
a cent or so from t he levels established in the act, but 
where we have wide margins, very wide margins between the 
price of cotton, say, and the prioe of a shirt, we are 
going to make the argument that that m&l'gin is wide 
enough so that the price of cotton can go up, as it can, 
without affecting the retail price. We are going to 
CL~e that same argument as far as bread is concerned. That 
comes within a very small group of comoditiea, not fixed 
at retail, which is, after all, what we are after. The 
group that I listed to the Secretary at the beginning is 
the group which cannot be touched anywhere. In addl tion 
to that we are not fixing fresh fruita and vegetables 
for reasons, I suppose, that are obvious. 

MR. LANDIS: That group doesn 't worry me as far as 
I see it, the ~roup where you can't touch the product 
at all. I don t think the pressure on that group is 
likely to bring a general price increase. Are you worried 
at all about the pressure from the group where you can 
only fix the retail price and not the price of the non
processed article, but instead of rolling back where it 
will come up so tou~h against the retailer that you are 
going to get a breax in your general price level? 

IIR. GALBRAITH: The answer is yes, Jim, we are 
worried, but the co~~odity, the only important commodity, 
the key commodity in that group, is wheat, bread, where 
fortunately, we have a promise of - we have the largest 
supplies on record and we are ~oing to have even larger 
supplies next year. 'ile are go1ng to have a carry-over 
of fantastic proportions. It is going to have to be part 
of this over-all measure and this measure has been dls
cussed with the Departme~t of Agriculture to stop this 
buainesa of tying up the wheat stocks, that is very important, 
and, secondly, to maintain a surplus disposal program which 
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would maintain the price of wheat. That, incidentally 
will also maintain the stability in the price of feeds

1 

which should cause the same effect as far as dai ry 
products is concerned. 

MR. LANDIS : I mean, that is the point I am a little 
wo rried about i n the appl ication of your o~n scheme , 
apart from any other pressures. 

~n . GALI:li\AITH: ',)e have been doing a good deal of brain 
sweating on that problem. 

H . ~ . Jk: Any other que sti ons? 

U.t. r AUL: I would like to get to another phase of 
the discussion if you have time , and that is the con
stituency of the other end apart from the wage situation, 
what should we try to do by way of fiscal controls? 

H.L.JJ(: \tell, in view of tne discussions taking 
place here thi s morning I would like time to re-examine 
our ov.n probl em, if you don't mind. 

!.!ft . HENDERSON: We haven ' t discussed to any great 
length, and I don ' t know how much the group has, some
thing that 1 conside r absolutely vital, and that is that 
program touched on all t he elements whi ch are straining 
this problem now. I think it - I can't see how you can 
get s wide acceptance of one or another. We found out 
this. ..e checked the oeople on the Adl:linis tration side 
who voted with the farm block despite the greatest ?f 
uresaure . There is the President and Barkley and J1~e 
Bymes . t.e threw everybody into the breach to try to 
lick the things that they put on us . 11hen yr». got down 
to the heart of hearts of the fellows who were not -
the Cotton ~a ~miths or t he Bankbeads , t hey said, "I 
knov1 just as well as I am si t ting here that wages are 
no ~ going to be restrained and that profits are ~ot 
t: 'tn~ to be restrai "1ed and this is the only e~l table 

h ' k " way ey can see to give the farme r a brea • ow, 
when we got dovm, as I s ay, to the group that would have 
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s~1111g that you ordinarily l ook to, the Administration 
looks ' t o, t hat was uniformly, and we got that from 
many checki ng angles, it was the most enlightening · 
experience, Hi ll-wise, that I have gone through. When 
they go t down to it, it was ~ecause they felt that the 
other el ements in the oommun1ty were goi ng to get an 

"! increasing rate, and the only way the farmers could keep 
pace would be t o leave their hands relati vely f ree. 

H.' .• Jlt: If t here is nothing else, t hank you all very 
much. 
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2118 P·•· 

1.?? 

JO!Jr: Hello. Helle. 

operator: 

IO!Jr: 

Operator: 

Vice 
Pree1c!.ent 
Vallace: 

HMJr : 

V: 

IO!Jr: 

'If: 

HMJr : 

V: 

IIJCJr: 

V: 

I!I!Jr: 

11: 

IIY.Jr: 

W: 

He'll be on 1n juat a • o•tnt. 

Rallo. 

Here he it, Mr. Secretary. 

Hello. 

Hello, Renrr. 

I bed a ~well conference with the Bote this 
aor ning. 

Oh, did you? 

A ewell conference. Harold and Leon and 
Eccles were there i•aedi ately tollovlng, 
end the Boea aeked ae t o etay over t or that. 

I eee . 

And I Judge what it gete eround to 18 a speech 
he vente to &eke on April 27. 

I aee. 

Aa t o Juat vhat 1 a to be i n that apeeoh, and he 
auggeated the t our ot ue cet tocether with you 
end S.. Roeenaan and work on that aoeeoh. 

Good. 

Nov, I expect JOU better - you ' ll be eee1ng hia 
t0110rrovt 

Yea. 

The direct1vea were not too olear. 
other boya know • ore about 1t than 
1t 'a obv1oua that be vente t o etop 
1n the ooet ot 11v1nc. 

Maybe the 
I do, but 
the 1ncr .. ae 
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J!MJr: 

't : 

HMJr: 

'll: 

HMJr· 

'a': 

Hl!Jr : 

W: 

'lY.Jr : 

'ill': 

'll!Jr : 

11': 

"Y.Jr: 

'li: 

I!MJr: 

'ri : 

!!Y.Jr: 

11 · 

- 2 -

Yee.h. 

So we're euppoeed to get eomething t ogether 
that any taxi driver will undere tand. 

For when? 

April 27. 

I eee. Well, when do you think we should get 
together? 

Well , I told Barold when we got th.r ough to -

178 

I euopose i t depends on when Saa' a in town - I 
told Harold to let me know and I would do the -
it vould be okay with ae; I t hought I c?uld 
fit it in most any time. 

Yeah. I think Rosenman ' & here on Friday' s and 
Sa turdsy ' e . 

I au~pect that's what dete~inee it. 

Yeah. 

Well, you called me- oh, I called you, didn't 
I. 

Yu . 

Well , this is what I wanted to tell you. 

(Laughs) Row 1 d you get along on your ovn thing 
on the ••.•• 

Say, oh, Just marvelously. 

Did you aek for t hose things? 

I think it ' s all right . It' s a combination 
outcome, thst I t hi nk i e perfectly aa t iefact ory. 

And you 're happy about it? 

I'm happJ. 

Rl<Jr: Well, the t 1 a good. And you didn 1 t - well, :rou 
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didn't get froa the Pree1dent ~hat direction 
he wante this eyeeob to go. 

I think he vanta ooapuleory - he wants coa
pulsory savings 1n, l think. 

179 

HJ,!Jr: 'leah. And ..... 

m.:Jr : 

V: 

!ll(Jr: 

\1: 

I - (Laughs) - I asked vhethar he wanted - he 
eaya - referring to ealee tax - 'l~uatn't uee -
aalea taxes I auetn't use. That's a naughty 
word . Use 'exci se taxee••. 

'leah. 

Then later when I tried t o get it a little mor e 
definite what he Yanted 1n the speech later on, 
I said, 'Do you want ooapulaory aavings 1n? 1 

Yeah. 

He sai d, 
texas? • 
else , so 
(Laughs) 

'Yes. • I ea1d, 'Do you want exoiee 
And he started talking about something 
I don't know whether he does or not. 

HllJr: Well , who does he went that- I didn't ouite 
htar you say who he wanted t o work on 1t. It 
wee Sal th ..... 

Y· The six ot us, I take it'. 

!!JI.Jr: I see. 

V: Leon, Bllrold, Eoclee, you, Sam Roaen11an, and 
11yeelt. 

HJIJr: I eee. I see. "ell , I ••... 

I go t i nt o t his thin6 in a purely accidental 
fashion . It vas Just the sequence ot . appoint
lien te. 

!f!(Jr: 'Nell , I t h ink it's very f ortunate. Well, I'a 
gl ad you did well on that other business - on 
the Eoonoa1o Warfare - because I th.ink that's 
terribly itaportant. 
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l!l!Jr: 

il: 

!\!!Jr: 

~Jr: 

1: 

W: 

Hl!Jr: 

il: 

Hl!Jr: 

V: 
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The- it'll be- I think the t hing ' s ooming 
fine. 

Good. 

1.80 

And what i t's going to work around t o t~en is, 
r think, rather frequent meet ing s ot the Boar d , 
which I felt ware aeairable tor some ti~e 1 but 
unt11 he had made u p hie own mi nd , I didn t see 
any uee in it. 

Right. 

Bu t nov that t.e's made up hie lllincl -he'll have 
e meeting, I take i t, and will m~e things clear. 

Ye~h. I tell you, the way I've been thinking 
today on t hie f orced aavinge, and eee how this 
hita you. I was thi nking o f 9utting this U? to 
the President tomorrow. Why not ge t the aut hori ty 
t o , let 's aay , have f or ced eavinge anywhere trom 
onA up t o fift een per oent. 

Say, that's a pretty good thought. 

And then start it with, say, one per cent i n 
or der to ge t the machinery going; and then say 
to ue, •Well , now, go ahead and eee what you 
can do. • 

You' ve got a good combination thought there, I 
think, Henry. 

~nd it you can' t do it by July, Henry, then•
to me- "then ...•. 

That sounds swell. 

• •. •.. then we' ll do the other.• 

Sound~ ewell. 

But ge t the authori t y t o do not t1ve per cent , 
but to do between one up to f ifteen. 

I think you 've go t something, Henr y. 
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J What? f!Y. r: 

1: I th1nlt you've got something. 

f!Y,Jr: Because five might not be enough. 

W: 

f!Y,Jr: 

Y: 

'!MJr: 

1i: 

li!!Jr: 

11: 

HMJr: 

W: 

!il!Jr: 

V: 

Hl!Jr: 

'; · 

o: 

HI!Jr: 

Yeah. Yeah. 

It- and then again it .•... 

That's the ~ueation marx I've had right along. 

And then again, supposing he elapa on ...•• 

I thought - can you do it variably? 

Oh, yea. 

I mean - no, I ~ean, when I say va riably, at 
one - oen you have one rete wlth one group and 
another rete with another group? 

No, that len' t what I meant. 

Yeah, I know what you mean, but I wondered 1f 
you couldn ' t do it •...• 

Oh, you could do it by lnoome groups, yes. 

.•... by income groupe. 

Oh, yea. 

It's worth thlnltin~ about, although I don't 
know wh1ch way you 11 load lt. 

And I wouldn't object then goi ng down as low 
aa they wanted to go ••.•. 

Yea • 

.•••• on that. I mean , if you let the $500 
fellow - lf you had some aavlnga t or h.im, 
fine. He's the fel low that neede 1t the moat . 

Yeah. 
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... : 

fC(Jr : 

ll: 

Hl!Jr: 

II : 

f!MJr: 

'i: 

1.82 
- 6 -

But don't lower the i noo•e tax brackets on 
that, t hen , and get it through t orced savings. 

Well , I t hink you're beginning to get ao•e
where. 

How doee that strike yout 

Sound a good . 

Well , that'e what I wee going to euggeet to 
him tomorrow. 

I t hink you' ve got eomething. 

I thi nk that - do you think t ha t vould be tlie 
an ewer? 

Sound e good to me. 

Okay. 

Well, I'll be seeing you, I suppose, sometime 
the letter pert or this week then. 

HMJ~: Yes. Right. 

V: Fine. 

fi.I(Jr : Thank you. 
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INFLATION 

Present: llr. Gaston 
1lr. Sullivan 
llr . Paul 
llr. Graves 
llr. Kuhn 
)(r. Blough 
llr. Haaa 
)(r. Folef 
llr . Bell 
llr. White 

April a, 1942 
2:35 p.m. 

H.M.JR: Well, I will go backward and give you 
the dirt first . This is a Treasury party. I find 
I have more than two friends . I didn't think I had 
any friends , but I find I have got one. The Vice 
President just called me up, very pleased, and he 
asked m1 advice on Economic War~are . He saw the 
President, and got what he wants. 

liR. VIHITE: Good. 

1.83 

H.U.JR: He just wanted to let me know. So he 
said, "I thought you would like to know, Henry, what 
happened this morning. " He aaid, "I was over to see 
the President with Harold Smith. We had a very fine 
meeting. • He said, "They followed me with Harold 
Smith, Warriner Eccles and Leon Henderson to talk to 
the President on cost of living. So the President 
said to me, 'Well, you had better stay, Henry, as long 
as fOU are here. You had better sit in on thia .• • 
Don t you love this? I t is a wonderful city, isn! t it? 

IIR. BELL: What time was this, after your meeting? 
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H.li.JR: !'ea . 

·liR. WHITE: Did they know they were going there? 
I suppose so. 

MR. BELL: It was all prearranged. 

loiR. SOLLIV.lN: Harold left here e.t ten o' clock . 

H.li.JR: Don't you think, Randolph, that the 
lawyers in New York are ree.lly a nice crowd after you 
han been here a while? 

liR, PAUL: These fellows are not all lawyers . 
Same of thsa are bankers . (Laughter) 

H.IL. JR: Be.nkers? 

MR. PAUL: Marriner is a banker. 

MR. BELL: No . 

liR, FOLEY: No? 

liR. BELL: No . (Laughter) 

184 

H.li.JR: Well, I alwe.ys se.y when you e.re doing a 
tax bill you have got to sleep on the floor so a fellow 
ce.n't put a knife in your back. Well, I gathered that 
they tried to press the President e.a to the sales tax, 
end he se.id, "Can't you call it b,y some other ne.me?" 
Wallace ' said he pressed him and couldn' t get e.nythillg. 
But the upshot of the meeting was that the President 
appointed e. committee of six to work with Se.m Rosenman 
for a speech to be given on the 27th of April, the com
mittee to be composed of the Vice President , as he said, 
by accident because he happened to be there, e.nd m¥Self, 
Harold Smith, Marriner Eccles , end Leon Henderson, and 
Judge Rosenman . The only thing to do is to laugh about 
these things. Well, I had Donald Nelson for lunch, and 
he read m¥ msaorandum and I tried out on him the plan 
Which I think 1a t he ~swer from the Treuury standpoint 
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as far as savings go, and I want to try it out on 70u 
people. Nelson was very enthusiastic. That is this, 
that I say to the President, ~ow look, Kr . Preaident 
I think t~at with the hel p ot OCD and ourselves t hat 
we could reach a billion dollars a month of ~E· 
bonds by July, but i t i s a thing, and I can' t guarantee 
it. Therefore, aa the Treasury la &I much interested 
in inflation as anybodj' elae, i! you will read that 
speech I gan in Boston on Septsber 7, rrq suggestion, 
Yr. President , ia that we put into the statute a law 
which would permit 70u to have forced savings anywhere 
!ra; one to fifteen percent, because JOU don ' t know 
how much you need, and starting with one percent get 
the machinery oiled up, and telling ua to go ahead and 
do the very best we can, and telling the public that 
if the t hing goes well we won't put in forced savings; 
but if the7 fall down on the Job and don ' t get enough 
goney, we wil l , and the advantage of having it from 
one to fifteen , if the7 ask for five1 five may not be 
enough. On the other .hand, you mlfht want to run it 
up to te~and after you have had i there for six 
months lou mifht want to drop it . You don ' t know. • 
Mow I lr ed th a out thia morning on Whih, and I t ried 
tried it out on Nelson at lunch, and Nelson was very 
enthusiastic about it , That ia the anawer

1 
be aaid, 

He said, "Unleas you can guarant ee the bil ion, "IIIlich 
I don ' t see how you can, I think it h a aistaks for you 
to assume that responsibility. • He likea the volunteer 
plan. He would like to see us ·gO ahead and put on a big 
cagpaign with OCD. 

He would like to see us do it . When the Vice President 
got through, he said t o me, •Henry, the Preaident is for 
forced savings .• Then I tried this out on him, and he 
said, • well, that is the beat suggestion I have heard yet . 
That answers all argument s .• Be said, •That i s better, 
and I don ' t think five per sent is enough.' Now, to go 
a stsp further, I would say to the President, ~ow, I 
don ' t care how much down t he line you go on forced sav-
ing, You can start at two hundred dollara, if you want 
to, I don 't care , You can atart at any level that you 
want to, but don ' t do anything on sales tax, don ' t do 
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anything about lowering the exeptiona, and don' t do 
anything on the t ax bi ll. Lean it t.lone. • Now, I 
am having supper alone tonight with Leon · and tor 
some of you Who may not understand the s! gnal a I sent 
youi I didn ' t want Leon to get started on the t ax 
bil and oOIIIIIlit himself befor e twent y people, and then 
find he couldn't wi t hdraw his poaition tonight alter 
I had a chance at him alone. I hope you understand 
what I did. 

WR. PAUL: No, I thought you had some motive. 

H.U. JR: And I wrote Leon a note . I said, •rt 
it is just the same to you, keep ott the Treasury' s 
problmas, and wai t until we get together tonight. • 
You could see that is what Leon did, and I cheeked 
with Nelson . Nelson saidft "I know what Leon is going 
to do. " I said, -no you? · I told him. He said, ~o, 
I didn't know this. I have been seeing him every day, 
and he didn 't tel l me about this . • Leon made up his 
mind about that during the ·night . · II¥ guess is, coming 
to this meeting this morning late and rushing to the 
Burelu of the Budget, in getting ready t o come to t his 
meeting t his morning - Donald Nelson said, "I see him 
every day, and Leon didn' t tell me anything-about this,• 
so to get ready for thia ·meeting - because Leon staTed · 
behind and saH., "God, I never want to bed laat night, 
I have been workiBg all night through. • 

IIR. IlliTE: Well, you remDber what his Ueutenant 
said at your first meeting. He said they hoped to get 
this in eighteen months. So, apparently, he at that 
time wasn 't fully cognizant of it . 

H.Y.JR: I ~hink Leon made up his mind during the 
niRht, and I don t think Gi lbert was wi th him. I don' t 
think he worked •i th him. 

MR. BELL: He made it appear as though his mind 
had been made up tor six weeks . 

d 
-H.Y.JR: Well, he started to apologize, saying, ."I 

on ' t like t o apologize, but I bad this all made up. · 
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aut Don N elaon who had bee.n with hilll didn 1 t know it 
unth r told him today, and he lunched wi th hilll on 
llonday. Well, atartlng with Bell, what do you thinlc--

KR. BELL: It ia quite a crowd around town. 
"9 

H.lt JR: They aay the Engllah ahould truet ua, and ~ 
we should truat the English, ill the~ have got to do ia 
see bow we truat each other. WbJ don't you tell KacLeiah 
to start a little morale program amongat the people that 
work for Roosevelt? (Laughter) 

KR. WHITE: He would han a hard time finding out 
who is working for him. 

H.ll.JR: Well, stuting with Dan, we will go around 
the room. What do you think? 

MR. BELL: Well, I auppoae it la the best you can 
do , It lan't a bad idea . Apparently we are all alone 
on this thing. 

H.!.I.JR: It happens to be mine, and my corns are 
not tender. This happens to be my own idea. 

UR. BELL: I think there is one part of this program 
on whioh they have ginn in to you, and that ill forced 
savings, and I think poaaihly there are eome people in 
the Treasury feel l .ike forced savings . 

H.H. JR: Have you smelled out a few? 

I.IR, BELL: Well, I think there is a01:1e feeling around 
here that forced savings ia in the picture, and I think 
it ia a good compromis e . 

H.ll. JR: Roy? 

~. !LOUGH: If the Congress will give the President 
that power, which I doubt, I think it 1a excellent . 

H.l.l. JR: Ed? 
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MR. FOLEY: I like it . Is this tied up with the 
bonds, f orced saving, or would it be forced aavings 
generally? 

H.M.JR: K1 suggestion is that 70u would have the 
Preeldent and myself have the authorit1 to appl7 to the 
pay rolla1 earninga of the countr1, anywhere from one 
up to fifteen percent . 

L!R. FOLEY: And give them bonds? 

H.U.JR: A piece of paper. 

KR. GASTON: It would have to be a new securit7. 
It couldn't be a redellll&ble securit7. 

R.M. JR: .Give them some kind of piece of paper 
which would be payable after the war. Koat likel1 it 
would be non-interest-bearing, a piece of paper pa7able 
sometime after the war . 

UR, BELL: It kills 1our voluntary plan when 70u 
start that . 

H.Y.JR: Not necessaril7. If 1ou sa1 one percent 
and 10u hold it there, and if we get to a billion dollars 
a month and get our quota, we will leave it one percent, 
which would be a club over their heada . Tbia woUld be 
the coercion . 

YR. BEll.: Well, it might work that wa7, but I 
mean that whenever 1ou start on 1our percentage, then 
you kill Harold' s program. 

H.Y. JR: That is r~ght. That is what I tell ever1-
bcdy, and the1 won' t believe me, but I tell that to 
everybody. -

MR. WHITE: I don ' t believe that . 

loiR. SULLIVjN: Well, don't you kill it before that? 
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IIR. GJ.S'l'(J{: You are speaking about two different 
things. It will kill Harold's program in the form in 
which it is now set up. He will have to deviae a dif
ferent kind of a program addressed to different groups 
in a different way. 

189 

IIR. WHITE: That will make it a better program. 

!.IR. SUlliVAII : Can't )"OU do both things, Mr. 
Secretary? I take it that ;you and a lot of other people 
here have been anxious to let this go ahead and develop 
its own momentum for two or three months more and see 
how much we can get . Now, it seems to me that if thia 
is announced, the minute this is announced, and certainlT 
the minute the statute goes on the books, it is going to 
cut into )"OUr receipts fran voluntary savings very, very 
subatantiall7. Now, I am wondering if )"OU can't accom
plish both objectives by letting this thing ride in the 
House and then putting it on in the Senate . If ;you can 
do that, )"OU will have had this time so that the program, 
unharmed by this impending movament, will be able to 
prove what it can do . 

H.K.JR: The reason that ;your suggestion isn't a~cept
tble to the President is, he wants to make a speech on 
the twanty-aeventh of April where be is going to say 
everything be baa got in his mind. 

IIR. SIILLIVAN: And insists on including this wi th i t'l 

H.Y.JR: Wallace told me the President is for forced 
savings. Wallace is for forced saving. 

MR. FOLEY: I think we have got to come to it sooner 
or later. I see no reason why we shouldn' t recognize 
that . 

KR. WHITE: It seems to me--

H.K.JR: Just a second, Harry. Go ahead Randolph. 

IIR. PAUL: I think the flexibility devolved in 
it ia very ingenuous . I take it that at whatever stage 
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the bill is in on April 27, it would be necessary then 
to bring the matter up in the regular legislative process 
and the end of it would be that there would be no com
plication of the tax bill exce~t the intrusion of forced 
savings . I am for that. I think that part of it won't 
unduly complicate things. I t may require further hear
ings, but that wil l only be a delaying factor. I think 
we can show reasons why - reasons for an extension of 
our front, and that was one reaaon for our embarrassment . 
The budget figures are up, and so on. So I think it is 
a good Idea. I am awfully glad to get the sales tax out 
of the way. 

H.V. JR: You haven't got it out of the way. 

MR. PAUL: Well , I think we are helped a great deal 
by the Presi dent ' s statement. 

H.M.JR: Well , today he told Wallace he wanted it 
by another name . 

MR. PAL~: Pardon me, I thought you said that be 
didn 't. 

H.». JR: Wel.l , our man who was at the press conference 
reported the Presi dent saying, and the newspapers said, 
that he came out flatly against it . 

llR. PAUL That is what I understood. 

H.W. JR: This mornin~ he said, "Call it excise tax 
or anything else, but don T t - - • 

MR. GASTON : Their name is war consumpt ion tax. 

MR. PAUL : I think we have got to see to i t that 
there isn't a verbal confusi on t here, that we ought to 
do our work between now and Apri l 27 on that . 

H.V.JR: Well, t his gives us a lot of time. 
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'MR. PAUL: But then, of· course, on the personal 
exemption I have felt fran the beginning that we 
should ·lower it1 but think now that we have taken the 
other posi t'i·on :l t would stick out like a sore thumb 
if we changed our posit ion. 

H.JA.JR: How do you mean? 

UR. PAUL: I was original ly for lowering the exemp
tions, as you know. But we went up on the Hill and 
said we didn't want to lower it . Now, a change of 
front on that, particularlr if you additionally change 
your front on t he sales tax, means that you pick out 
two points, both of which hit the lower income groups, 
and change your mind about them so that your whole 
additional program falls on them. 

H.M. JR: Let's say that they give me a new front . 
It isn't the old front . I am not obanging.my mind. It 
is being changed for .me . Last year I didn 't want to 
lower it to seven hundred fifty dollars, and I had to 
do i t at the end. I mean, that is one thing, one un
pleasant part you will have to learn . I haven' t changed 
~position, but what are you going to do against a 
gang like this? 

MR. PAUL : Well, if the sales tax and the lowered 
exeoptions problem is still open, then we are just about 
where we were . 

H.M. JR: I am just trying to be realistic. 

MR. PAUL: I think your forced saving i dea is a good 
one . 

H.IJ.JR: Well, I wouldn ' t- well, you sat in all the 
discussions and heard a lot that I haven't . But as to 
the forced savings--

YR. PAUL: I think that is an ingenuous development. 
I mean, I think we provide for one of our fears there. 
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We get it higher1 which is very good, and we also get 
flexibility in tne sense that we oan put it on at any 
time, and we oan take i t off if it doesn't work. I 
think that is very good. 

H.U. JR: George? 

lo!R. HAAS: I think the whole situation ia vecy 
difficult, and I think we have reached a very ~ood 
compromise . There is only one point I would l1ke to 
emphasize, that if -•hen Henderson hears that you are 
willing to go along on this, he would not think that 
he can go l eisurely on his rationing, because I don ' t 
think this f orced saving - the initial part is easiest 
to get, and it is moat effective . itterward, when we 
bring out that pressure he spoke of, the only way to 
handle that is through rationing and direct control; 
so if the heat stays on Henderson's crowd to push 
ra tioning, that they don't relax on that. 

H.M.JR: Ferdie? 

1.92 

YR. KUHN: I think it is just as harmful to talk 
about forced savings three months in advance as it is 
to tuk about a sugar rationing well in advance. You 
are defeating your own ends by talking about it, and 
taking the heart out of t he voluntary savings campaign . 
If we are going to do the forced savings, tliat is one 
thing; and if we are just going to bold it as a threat 
over peoples ' heads, and it will operate as determined 
from the purchase of regular Savings Bonde, that is 
another thing. Secondly, I think the one to fifteen 
percent - I suppose it is one to fifteen percent of the 
tota~ pay roll, and not of individual earnings . 

H.L!. JR: Yes . 

llR. KUHN: lfecause it has got to be graduated in 
order to be fair, hasn ' t it? 

YR. GRAVES: That couldn't be applied, except on 
a uniform baaia . 
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H.W.JR: I mean, you might have a eliding scale; 
but •hen I •aa ta lking one to fifteen, I waa tal king of 
the total amount . _ . 

MR. WHITE: I doubt if Congress would· give you the 
authority both to raise it from one to fiftee~.~nd 
permit you yourself to set a schedule of progress, a 
progressive schedule . 

H.W.JR: The President. 

UR. WHITE: Or the President. 

J.IR. KUHN: The flat rate for individuals ia just 
as unfair as a sales tax, because it doesn 't take any 
account of •hat a man earns and what he has got to pay. 

WR. PAUL: But it isn't a tax, Ferdie . I mean, it 
goes back to him. It isn' t as unfair as the sales tax, 
because it isn ' t permanently wi t hheld from him. 

UR. Klnfi: But he has got to pay it . 

MR. PAUL: It comes out, yea, but it goes back to 
him, Whereas the sales tax never does, 

WR. KUHN: I don ' t see that that makes any difference 
to the man who can't afford tbis, and Who has got to 
cut down in order to meet it and to the other man who 
has plenty to spa.re and who can just pay it like that. 
I .as trying to find out Whether the idea was one to 
fifteen percent of the nation' s pay roll--

H.M.JR: One to fifteen percent of the nation's 
pay roll. 

KR. FOLEY: Nothing to do with rents or dividends 
or interest? 

WR. BLOUGH All incane . 
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Jilt !illS: Then you would have lll&;ybe as high as a 
hundred and twenty billion, fifteen percent of that. 

H.M. JR: Well, they figure five percent on--

MR. BELL: Sixty billion was the figure they used 
the other day. 

WR. BLOUGH: They were figuring on an exclusion at 
the bott~ of five hundred dollars for a single person, 
and a thousand dollars for a married couple, not an 
ex«Qption, but an exclusion at the bottom. 

HJI. JR: Well, I have got Green coming in at three 
o'clock, and I want to give Harold the chance t o know 
tbis. I didn't want to keep Yr . Green waiting. 

MR. GRAVES: V/ell, I don't think that this is 
practical at all for the reason that i f the President 
were to say this in his talk on the twen ty-seventh, 
I think that ~ould practically kill any hope of reaching 1 the objectives ;you had in mind on a strictly voluntary 
basis . If we a re to reach those amounts that we talked \ 
about the other day, we can only do it with the cooper
ation of the management and labor in all of the thou-
sands of plant& that are involved in the pay roll savings 
plan. 

H.M. JR: Excuse me a minute. 

Ill!. GRAVES : In my opinion, t o announce that kind 
of a program, especially if it is coupled, as I under
stood you to say, with the prospect that you at once 
apply one percent pay roll savings, I don't think ;you 
could count on the cooperation of management or the 
cooperation of labor . That would be absolutely essen
tial to the success-of the voluntary plan, ·if we are to 
reach anything like t he amounts that we talked about the 
other day. You take the one ~ercent withholding . It 
takes just as much machinery, Just as much labor, on 
the part of the people that you would expect to col lect 
that one percent for ;you, to collect that one percent 
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as it would take to collect fifteen percent; and the 
people wno would be collectinf that one percent are 
tho people that are now admin ate ring the pay roll 
allotment plan, which is the keystone of the voluntary 
thing. To expect them to come in--

H.M.JR: How many businesses have you got now that 
have the pay roll allotment plan? 

MR. GRAVES : Big and little, about forty-four 
thousand. 

H.K. JR: 
believe it. 

That is what I told Nelson . He couldn't 
I said forty-four thousand. 

KR. GRAVES: That is right. I think that if such 
&•program were announced, it would just put an end to 
any chance for the success of the voluntary t hing in 
the dimensions that we have been talking about. It 
just won't do . 

MR. BELL : Do you t hink that just asking for legis
lation to put it in to effect when the t ime comes would 
do that? 

KR. GRAV~ : Yes, especially if you had involved 
in your announced plan the application at once . 

H.Y. JR: Well look, this is so important and I have 
got two appointments, one at three and one at three 
thirty. When the three- thirty goes, I will ask you to 
cau back. In the meantime, you can be thinking about 
i t , but I am not going to rush you on this thing. I -
mean, I don ' t want to cut a fellow off in t hirty seconds. 
When you come back, I will give you plenty of time. 

MR. GRAVES : All right. 

H.M. JR: As soon as my seoond appointment leaves. 
You know who ia coming at three thirty? I have got a 
ray that will kill people through the wall. 
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lffi, PAUL: Where was it this moming? 

MR. BELL: Yurray came out strongly against the 
sales tax, didn't he? 

MR. PAUL: Hetzel did for him. I talked with 
Hetzel up there yesterday. 

H.~.JR: Well, as soon as this second appointment 
leavee , I will get in touch with you, and you can 
ea:e back, and we will have another diacueaion . In the 
meantime, don 't burst any blood vessels, Harry. 

llR. VrriiTE: I will try not to, because I have a 
couple that will break. 
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H.M.JR: I take it they brought you up to date, 
Odegard. I am very glad to welcome you in t his crowd. 

KR. ODEGARD: I am not so sure I am glad to be here. 

H.K.JR: I am serious. 

Well, Harold, you continue. Look what Harry W'nite 
has done. He has gotten over on the other side of Harold 
so I would call on him first. (Laughter) 

KR. SULLIVAN: Leave him right there, boss, we are 
going the other way . 

KR. GRAVES: Well, I think I had practically con-

\\ 

eluded what I had to say. I might sum up by saying that 
I feel that this is not a thing that can be coinprolilsed, 
that i f voluntary savings are to have any change_ at all, 
there can be no I!Jillouncement of any other alternatlVe program. 

I 
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I think that the decisions should be made now Whether 
voluntary savings are to have that chance and, if that 
is the decision, then I believe, as I said on Konday, 
that perhaps by July we could demonstrate what can be 
done with voluntary savings so t hat you would know and 
everybody else concerned would know whether that was a 
feasible approach to this problem. I think that if the 
President is to go as far as he suggested on the twentr
seventh of April, it would be much preferred for him to 
go the whole distance and say he is recommending a program 
of co~pulsory savings . All that is without any reference 
to my own feeling about the merits of compulsory savings, 
which I am violently opposed to. 

H.!.!.JR : Why? 

UR. GRAVES: Amon~ other reasons, the administrative 
difficulties of the thlllg. l(y own preference for a straight 
tax instead of the collection of moner that is, after some 
la~ss of time , to be repaid. That is to say, if we are 
go1ng to try to get this income by compulsory methods, in 
~ jud~ent it would be far better to take it in taxes 
lfi th no obligation on the part of the Government t o repay 
it . There is one other part of the plan that you suggested 
that I would like to comment on and that is the proposition 
of using OCD. I t hink that is some thing that ought tp be 
very carefully canvassed before any commitment to use OCD 
as such is made on this voluntary plan if it is to be 
continued . I think that that would be apt to get us into 
grave difficulty and do more harm than good . 

H.M. JR: Well, Harold, here in the Treasurr family 
I am going to be very honest . Here is this whole group 
around the President who, without a single exception, say 
that we can't get this money. We have got to get it , and 
I agree with them that we have to get it one way or the 
other . There is nothing in these f1gures to give me any 
confidence that we can get it. Now, after all, for the 
first seven days of April we are nineteen percent behind 
Uarch and for the f irst seven days of Yarcb we were thirty
seven percent off over February. Now, I just don:t ~ow 
where this thing is going to disappear t o. Now, 1t lS 
all very nice to say that that is following the same course 
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the United States Savings Bonds did, but we had practically 
no sales campaign, one or two men doing mail order and 
that is all. Here we have got ~his vast publicity campaign, 
and we are at war and my sales JUSt dwindle out between 
my fingers. 

MR. GRAVES: Well, I think you aA! I have canvassed 
that . I feel that with the announcement of quotas that 
you and I were on the verge of announcing, that you find 
a sharp change in those results. You see, we have been 
going on all these months opposed to quotas . That is, that 
was our stated policy, rejecting quotas. We have made 

our program one that people coula participate in or not as 
they chose, one in which people could determine how much 
they were to invest with not even a suggestion from the 
Treasury as to what the dimensions of the program were. 
You have been asking me to go ahead and try to induce 
corporations t o increase pa.rticipation; and, in connection 
with that, I told you that we would have to tell these 
people what we considered satisfactory participation would 
be. 

H.M.JR: Well, I asked you to pick out, whil e I was 
away- I asked you to pick out some, and I don't know what 
has happened. Nobody has given me a report. 

WR. GRAViS: Well, we did that. We picked out two 
companies and that work is progressing right now, but, as 
I told you--

H.Y.JR : But Harold, your people here, and they can 
interrupt me if they want - until I had a week to think 
this thing over in Arizona, nobody, Kuhn, Ode~rd, or 
Graves, said to me, "We can 1 t do this thin§ Wl thout quotas·" 
There isn't a one of you that said to me, Morgenthau, 
in order to make this thing a success, we have got to have 
quotas . • 

MR. GRAVES: Well, I told you that immediately upon 
your return. 

H.W. JR: Well, when I told you IVhat I wanted to do , 
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1 came back and said, "Something has got to happen," and 
you could tell from the telegrams which I sent--

MR. GRAVES: Exactly--

H.M.JR : You could read the hanuwriting on the wall. 
There wasn ' t a one of the three of you before I went, and 
then I sent these dirty telegrams. 

WR. ODEGARD: When was this, llr. Secretary? 

H.Y. JR: Three weeks ago. When I was in Arizona 
I sent these telegrams to Bell and Graves, and when I 
found things the way they were out there, I go t excited 
about it. But before I le·ft, which was on the - when was 
it? 

MR. BELL: The twentieth, wasn' t it? 

MR. KUHN: It was the twenty-seventh. 

H.I.!.JR: Was i t t he seventeenth or the twenty- seventh? 

MR. FOLEY: It was the twenty-second. The seventeenth 
was Tuesday, ur . Secretary. It was the end of that week. 

H.Y.JR: We left on · Sunday the twenty- second and I 
got back here on the thirtieth. 

MR. ODEGARD: I think you will find that the prepara
tion of the savings schedule which set a definite ~al -
we didn't like the word "quota" and we didn't call 1t 
quota - but the things to set a definite goal for dif
ferent groups had been formula ted and completed at least 
a month ago. 

MR. GRAVES: More than that. The Secretary used it 
in his Baltimore speech. 

llR. KUHN: Feb~ary 14. 

YR. GRAVES: But we never did get to the point of 
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throwing that at the participating companies and asking 
them to use t~at as a yardstlck--

H.M. JR: And there is nothing in Oregon to prove, 
after your pledge campaign, that it had any effect on your 
pay-roll deduction pl an, because I had George Haas and 
Tickton go into that whole Oregon situat ion, and we were 
pinning our whole faith on this pledge oampair and there 
is nothing to prove that that is going to ge the results. 

MR. GRAVES: Well, I don't know what Kr. Haas may 
have told you. He has told me nothing about his analysis 
so far as figures go, but I disagree with that. 

lm. HAAS: Our statement, I don't think, J.fr. Secre
tary, if I recall - I think the figures for Oregon were 
better than the average for the country as a whole . There 
is nothing conclusive about the Oregon situation. 

H.U. JR: I asked Tickton if he could see that the 
pledge campaign in Oregon had any effect on the pay-roll 
deduction and the answer I got was no. 

MR. HAAS : You asked me that in a wire or something, 
and we looked into it and we couldn't ge t anything - i t 
didn ' t interfere . The two plans went along together, and 
the performance in Oregon on the number of companies which 
are participating and the amounts and so on, the Oregon 
State average is higher t han the average for the countr.y 
as a whole . I don't know what conclusions you can draw 
from that. You couldn't say it was--

H.U.JR: AnYway, that is the impression I got. I 
mean, the point that I am getting at ia simply this: For 
me to say to the President of the United States tomorrow 
morning - we are talking here inside of thi s room - "I 
can guarantee you a billion dollars a month of E Bonds 
for the month of July and a constant increase each mo~th 
over that, a constant i ncrease, each month a l i t t le b1t 
more, throughout the year providing that you say to us 
that from now until July you will give us the whol e
hearted support of the volunteer plan." Now, I think that 
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for me to do that , to put mf head in that noose - I just 
!rankly haven't got the confidence . 

MR. GRAVES: Well, I don't think you should. I 
never suggested that you should. 

H.W.JR: And you wouldn't do it yourself. 

YR. GRAVES: No, I wouldn't do it ~self. But here 

\' 

is the fW1111 thing about that, ltr. Secretary. You and I 
are alked that, can we produce a billion dollars a month 
after July out of savings which, if not invested in Defense 
Bonds, will be spent. The count er proposal, as I anairse 
Mr. Paul's memorandum which you gave me ~ndar evening, is 
a for ced savings scheme which, if Congress should adopt 
it, will produce three .billion dollars in a year and a 
lowering of income tax ·exemptions which, if Congress will 
adopt that, will produce two, a total of five billion. We 
are asked to give up the prospect of a billion which we 
are doubtful about to .take five billion- I mean a billion 
a month to take five billion a year . That is just as 
ridiculous to me as anrthing could possibly be because 
the five billion, if you get it, will kill all chances to 
get a billion a month. 

!( 
H.ll. JR: You know what their answer will be. "Well, 

lf that isn't enough, we will just make it ten percent.• 

WR. BEU: I think their answer is that they want 
the five billion in addition to what you expect to get in 
Savings Bonds. 

){R. GRAVES: You will get nothing in Savings Bonds. 

1\ WR BEU: That i s where I think the whole thing is 
wrong. • 

I~ 
WR. GRAVES: You will get nothing in Savings Bonds 

if you introduce a forced savings scheme and lower your 
income tax exempti ons. You kill the voluntary thing. You 
lose a billion a month, or what chance you have to get a 
billion a month, to get half that much. 
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WR. BELL: I think that is right. 

UR. ODEGARp: I haven't heard all the discussions, 
but I am convinced that these two plans are more or less 
mutually exclusive, Kr. Secretary. I honestly don't think /1 
that you can go on on a voluntary basis of savings and // 
have a system of compulsory saving at the same time, 
realistically. Now, I ask this question. Can you get 
this legislation that you propose to ask for? 

H . ~JR: Well, the President is going to ask for it. 

WR. ODEGARD: If you can't get the legislation, even {I 
if the President ask~ for it, then what is the effect of 
the request for this legislation upon the Defense Saviags 
pro1ram? 

H.ll.JR: Lew Douglas came in here when he first went 
in and said, "Can't you give us the statement that there 
will be no fol'ced savings?" Do you remember? 

MR. ODEGARD: Yes. 

H.M. JR: And I tol d him I would love to, but I can't 
do it becaus~ I don ' t know what is going to happen . Do 
you remember? Don' t get me wrong. I am for th1s volun
teer plan. At l unch Nelson said, ~ are you so strong 
for it?" so I gave him the reasons, the mental processes 
that the people have t o go through and all tne rest of 
that and what it is wo!'th to have them do it on a volun
teer basis, the cooperation and so forth and so on . 

(The Secretary held a telephone conversation with 
Judge Rosenman as follows:) 
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HI!Jr: 

S: 

HI!Jr: 

Judge 
Ruen11en: 

HI!Jr: 

R: 

HI!Jr : 

il: 

Hello. 

Here'• J~dte Roaenaan. 

Thank ;yo~. 

Henr;r. 

How are ;rout 

Apr1l 8, 1942 
4:19 p ••• 

I'• Juat leaving the orrica to go ~P and marry 
a couein or ;roure. 

lfhlch onet 

Rita Morgenthau'e daughter. 

HI!Jr: (Laughs) Oh, reallyt That's very nice. 

R: Sbe'a getting married. 

HI!Jr: Good. The reaPon I'• calling you is, the 
Vioa President has inror11ed 11e that he, and 

.YOU Harold Smith, and Eoolea, •:reelr - I 
don It know - there were aix or ua all together -
and Henderson - are to write hill a epeeoh on 
the ooat or living and i ntletl on •..•• 

R: Yea. 

HI!Jr: .••.. between now and the twenty-seventh or 
April. 

R: Uh huh. 

HI!Jr: And I vaa 11aking aome plana, and I didn't know 
Juet whet your aohedule waa and when you were 
oo111ng down here. 

R: I 111 be down tomorrow. 

HI!Jr: Tomorrow. 

R: Di d Harold ahow you the drart or s meaeaget 
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R: 

IIJ!Jr : 

R: 

l!YJr: 

R: 

,IIMJr : 

R: 

- 2 -

No, he did not. 

Well, we've been working on the dra t t ot a 
aeaeage - did he eay a aeeeege or e epeeoht 

He eaid a epeeoh. 

I eee. Well, it auet ',..Ave changed. 

And eo I wanted to aake ay plane accordingly 
end - well, you're going to be down toaorrow? 

Y~ah . 

Wel l, auppoeing you give ae a ring and let •• 
~nov when you want to work. 

All right. 
t o t'lnd out 
won't ve? 

Well , nov, who - vell, we'll have 
troa those other tellove, too, 

HY.Jr: Yeah. 

R: Well, nov, who'e going to -all r~ght. I vas 
just t Ainking about who's going to act to ge t 
thea together, Wallace? 

IIMJr: Well, I suppose you will. I eey, I suppose you 
will. 

R: Vell , ell rlght. I ' ll give you a ring t o2orrow, 
Henry. · 

i!XJr: Yeah. And •.•.. 

R: Ie the date eet, the twenty-seventh? 

i!X~r : That's what Wallace t old ru. 

R: Uh huh. 

HI!Jr: Yeah. 

R: All right. Thie ie the tirAt I ' ve beard or ..•.. 

IIMJr : Vall, I wae calling you. I didn't knov whether 
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they'd oalled you, but I dldn't know wbetber 
I would so away thia weak-and or whether I'd 
etay hero and work, or how you wonted to do 
thle, and eo forth and eo on. 

R: Well, euppoee I oall you toaorrowt 

Hl(Jr: Will yout 

R: Yea. When would you be going? 

HY.Jr: Well, if I'd go away, I'd go away rridAy night. 

P: Oh. All right. Well , I'll call you toaorrow. 

iii!Jr : Right. 

R: Okay. 

l!l!Jr: Oooll luck. 

R: r1ne . 

HliJr: I hope you get ten lloll&re. 

R: I llon 1 t get a cent, dA11n it. Maybe I 111 try 
to - aeybe thle tiae I'll eenll you a bi ll. 

FMJr: Well, take a - aake thea gi•e you a Defense 
Bond. 

il : (Laughe) Okay. It ' e a bi g wedding. 

IIY.Jr: Good. Vell, it ought to be vorth tvo Defense 
Bonde. 

R: I 111 get eoaething to eat. 

IIY.Jr: All right. 

R: l 'll get eoaeth1ng to eat. 

HJ.lJr: All right. 

R: Okay, Renry. 

IIY.Jr: Gooll-byo. 
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H.II.JR: Juet eo that 7011 pt tU 0011plete picture, 
T am in a good h11110r thb a!tel'llOOII beoauae the .,re 
dirt I get - Judge RoaeDUD juat IIJ.d, •Ban rou aaen 
the menage to Conveaa that Harold Smith haa r.t all 
drafted that we have been working on?" (tau~ er) 

KR. BELL: This committee is just window dressing. 

H.II.JR: He said, ewe have been working on that for 
a long time.• I didn't know it waa a speech. The message 
1a all drafted. 

MR. BELL: Harold told ua the other day that the 
message would almost take the form of an Executive order. 

~.II.JR: He didn't tell us it waa drafted. 

KR. HAAS: ~e said the outline of the memorandum. 

H.~JR: Nice people. 

J.IR. BELL: I think you can go away for the week end. 

J.IR. WHITE: Well, it takee leu tilll8 to change a 
draft than to write a new one. 

MR. PAUL: Not one of his. 

KR. GASTON: Do you think eo? It will take a long, lcmg 
time. 

MR. WHITE: I can tell better after I see it, Herbert. 

H.W.JR: I don't think there is much use wasting time 
on it. Go ahead, Peter. 

MR. ODEGARD: · I am concerned with one thing and that 
is this suggestion that we atop, in the Defense Savings 
ltaft, the announcement of quotas, the plana that we had 
underway for a more intensified--

H.II.JR: You would do 11batf 

Regraded Unclassified



• 
208 

MR. ODEGARD: I say that we atop the plans we had 
underway for a more intensified program. I think if we 
could go ahead now regardless of what the plans may be 
whether hopes or fears, for compulsorY saving, that Tr~asury 
would certainly be in no worse position if the decision is 
later to adopt a plan of forced saving. 

WR. PAUL: But you are not facing the lemon that 
they have, that this plan which the President announces 
which is sponsored by Kr. Smith must be intellectually 
sycmetric. He can't propose part of the thinf and not 
all. They have said that repeatedly, we can' announce 
anything but an all- out program, all the way down the 
line. Hansen was frank enough at one time to say, ~t 
wil l the editorials say if we don't cover this point?" 

MR. ODEGARD: I think what the editorials are going 
to say, as Ferdie has been talking about and I think very, 
very realistically too, what the editorials and columnists 
are going to say if this whole business gets into the 
hands of the Arthur !Crocks and the Frank Kents and so on, 
and they say, "Well, t he Defense Savings Staff, the 
voluntary effort is a failure anyway," that is, the 
compulsory savings people needling these columnists, 
whether consciously or unconsciously, have a devastating 
effect not only upon the voluntary savings program but 
I think they add to the conflict and so on . Our program 
has one very great advantage, that .we have no partisan 
flavor. I think perhaps almost without exception in our 
effort in the defense program the Defense Savings Starr 
has come clean of almost any partisan hostility or any 
factional hostility, and we are in a much stronger posi-
t ion to push ahead on a more vigorous intensified program f( 
than almost any other agency in the Government, and we 
sacrifice that in my ~udgment. If the President asks for 
this, if he asks for 1t, then I think we ought to be 
prepared to more or l ess abandon the voluntary effort and 
go all-out for a really substantial program of compulsory 
savings on a graduated basis that will yield not two or Jf 
three billion dollars a year but wUl:' yield ten or twelve 
or more, and my preference would be all sorts of taxes 
and have done with it except perhaps to sweeten it-- I 
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MR. GASTON: Your preference would be what, Peter? 

MR. ODEGARD: To make it a straight out tax. 

MR. GASTON: And not have it a forced loan at all? 

MR. ODEGARD: Not have it 
haps where it m~ necessary to 
end . 

a forced loan except per
sweeten it at the lower 

KR. KUHN: In cases of privation. 

IIR. ODEGARD: 
the tax. This, it 
fowl , as I see it. 

I would exempt those cases anyway from 
seems to me , is neither fish, flesh, nor 

Now, I &m not an expert. 

H.W.JR: Well, I am sorry you haven't sat in on more 
of these . One place where I disagree with you, and I think 
Harold will agree with me , is that he wouldn't want me to 
put my own signature on a letter to forty-four thousand 
corporations and write a letter to the head of every unit 
saying that on the fifteenth of April we are starting a 
plan whereby we are asking them to deduct ten percent from 
the pay roll and this is a ~at, you see. And then the 
first of Uay start a quota of so much per county and so on 
and go out on this thing. If we were to write forty-four 
thousand corporations and ask them to do this,"This is the 
thing that Washington wants, this is wh&t the Treasury 
wants, and this is what we want from here , you have got 
to do this thing, • and then on the twenty-seventh of 
April have the President go to the country on a fire-side 
chat and tell them what we want to do is to raise fi'le 
percent through forced savings, I don't think Harold 
wants me to do that . 

UR. GRAVES; I don't . 

H.M. JR: Peter said he thought we ought to go ahead 
no matter what is in the offing. 

MR. GRAVES: Anything short of an announcement that 
the President is going to recommend legislation for forced 
savings . 
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H.W.JR: Do you want me to do that? 

MR. GRAVES: Not i f that announcement is going to be 
made. 

MR. ODEGARD: Not if the President is going to make 
that announcement , Mr. Secretary, but until we know that 
he is going to make that announcement, it there is any 
doubt that he will, I think we ought to go ahelld. 

H.U. JR : Well, Wallace this afternoon came from the 
White House and said the President was tor forced savings. 
I IJl seeing him tomorrow morning, and I will know. When 
I come back from there tomorrow mornlng I will know. I 
~ill make it my business to know. 

MR. KUHN: Ur. Secretary, the point that Peter made 
was this very stran~e absence of any leaks among the 
columnists who are JUSt itching to get onto this subject. 
There has 'been nothing from Sullivan, Krock, Frank Kent, 
or any of those babies , and I am just sure that they are 
goin~ to come out with the indirect story of thi~ con
troversy within the Government and are going to come out 
and say, "Well, the Treasury thing has been a failure," 
and that is going to react on our campaign--

H.K.JR: Where are they going to get that f rom? 

loiR. KUHN: From the people who usually teed them 
aroun.d town. 

H.M.JR: Let me see - you mean that once these p~ople 
know the President is for forced savings, they are go1ng 
to tell them that? 

MR. KUHN: Even if he is not , Mr . Secretary, be~ause 
the favorite way of fightin~ a case in town is to fight 
it in the newspapers; and, lf tiTe people aroun.d town are 
bluffed, they go to the columnists. 

H.K.JR: Well , this crowd that was in here this 
morning doesn ' t work with that crowd of columnists. I mean, 
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that isn't the crowd that does it. 

MR. KUHN: The OPA and the War Production Board and 
all those people? 

H.M. JR: Well, Ferdie, if you don't mind, I want to 
make up my mind as ~r as I can on what is right without 
watching the gallert7 

KR. KUHN: I only thought of its effect on it. 

H.Y.JR: After all, from coast to coast every edi
torial writer in the United States condemned me for my 
six percent plan and I didn't get aD¥ support from the 
Administration, and now Robert Taft comes out and says 
it should only be five percent. So I mean, I can't be 
guided by what the newspapers will or won't say. I mean, 
I can't say, "Well, I won' t do this because the newspapers 
may or may not attack me." 

MR. KUHN: That wasn' t in my mind. It was simply 
what Dan had said about the effect of discussion on the 
sale of Savings Bonds . 

H. M.JR: Well, to sum up, if I may, the impression 
that the three of you leave with me is that you want me 
to tell the President that he should make up his mind 
either to continue to give us this chance until July to 
demonstrate we can or cannot or to say he is going to go 
for forced savinr,s, and I should say to him, ~ell, then, 
make up your mind that the voluntary plan will just peter 
out . Whatever you are counting on from this, just strike 
it off the books." 

MR. GRAVES: Wi th this addition, if I may repeat . 
I think the President' s attention should be called to the 
fact that the concrete proposition, so far as it has 
crystallized, is for five billion dollars. a year . 

MR. WHITE: Six and a quarter. 

MR. GRAVES· No the one and a quarter is a sales 
tax, as I suppo;e , which need not have any material effect 
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on a voluntary savings plan. It will have some, of course. 

!.!a. WHITE: I , say, if you wouldn' t get. that- -

MR. GRAVES: Well, six and a quarter. 

IIR. SJWVAN: As against what? 

l!R. GRAVES: As against twelve. Now, I think that 
you would not be taking a risky position at all if you 
were to say to the President that you can exceed that six 
and a quarter bill ion on a voluntary - on a continuation 
of the Defense Savings program. 

H. U. JR: Say that again, will you please. 

IIR. GRAVES: The specific proposal that is stated in 
Mr. Paul's memorandum is for lowering of i ncome tax . 
exemptions which will produce two bill ion dollars, com
pulsory savings which will produce three billion dollars , 
and the consumpt ion tax item which will produce a billion 
and a quarter, or a total of six and a quart er billion 
dollars in the fiscal year '43. Now, I said that I thought 
you would be entirely safe in saying to the President that 
we can exceed that six and a quarter billion dollars by 
continuation of the Def ense Savings program, so if the 
choice between those alternatives - I believe the Presi
dent ought to be urged to leave the voluntary program 
alone . 

ll.ll. JR: You mean as between that and six and a 
quarter? 

MR. GRAVES: Right. 

MR. SULUVAN: Sure. 
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WR. GASTON: Harold's point is that we are not talk
ing here about a mere matter of increasing the amount of 
the voluntary savings. This twelve billion dollars a year, 
billion a month program, contemplated inoreasing the 
voluntary savings by some five billions of dollars; but 
his point, as I understand it, is that the whole volun
tary program is imperiled by putting into effect compul
sory savinp;s, which m.eans wiping out some six and a half 
billion do~lars we are now getting from voluntary savings, 
but I don't think--

IIR. 1'/HITE: That is not fair . 

IIR. GASTON: I don't think that would be wholly 
true. I think you could save a consi derable part of 
that voluntary program. I think you would lose some of 
it without a doubt. 

MR. PAUL: Of course there would be a period f rom 
now until , say, July when you would lose - you would be 
getting neither the one nor the other . Anythi~ you lose 
on the voluntary would be minus, and you wouldn t have 
the compulsory in effect. You must take that into ac
count. 

IIR. GRAVES: Isn' t there another important thing that 
has to do with the technique of this thing? 

In 1I1Y judgment, the minute you expect employers 11 throughout ·the country to collect your three billion in 
enforced saving, that kills the pay-roll allotment plan. 
That will kill the pay-roll allotment plan, so that you 
will lose entirely except for what casual buying 
employees will make in bapks and post offices. 

It 
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H.Y. JR: Of the fort1-four thousand corporationa 
signed up, how m&n1 employees does that represent? 

MR. GRAVES: !bout twenty million, 

H.M. JRi You mean twenty mil l ion are exposed? 

MR. GRAVES : That is right . Our participat ion 
there, as you have noted, is constantly increasing, Now, 
it is about forty-five percent . 

HJ,!.JR: You know, you would think this crowd 
discovered inflation. I look in my Boston apeech in 
September, and I say we have been talking about infla
tion for a long time as if it wea a threat remote from 
our daily lives . We are facing it now, and we must 
deal with it at once. 

MR. WHITE: That was six months ago. 

H.W.JR: Sept ember . They act as though they die
covered inflation . 

MR. GASTON: This group in the Treaaury, Dan' 1 
Friday lunch, has been talking this inflation thing now 
for a year . · 

MR. BELL: Since October, 1940. 

MR. SULLIV.lN: It seams to me, llr. Secretaq, there 
is one very important aspect of this thing. 

(llr. Foley left the conference.) 

MR. ODEG!RD: Yr. Secretary, on the quotas, just 
as a m.tter of hiatorical interest, in a memorandum 
which I sent to fOU on January 14, 1941, you will find 
a suggestion of the possibility of quotas. 

H.K. JR: Recommending it? 

llR. ODEG!RD: Jot recCIIIIIending it, not disapproving 
it, ,uggeatlng it, The idea had been thought of . I 
aere~Tiuggested it , 
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H.ll.JR: I a&ld rec~cded to ae. What I atq, 
and I repeat, 11 that until I fot baok here on the 
thirty tlrat, nobod7 had aaid o ae in the Deteaae 
Savinga group that ln order to u.ke thh thing a aucceu 
you have got to have quotaa. 

llR. BELL: Had 70u talked about a billion a a011th 
before? 

H.ll.JRt Yea. 

KR. Suu.IV.lla It ae-. to me, Kr. Secretal'J, that 
thh dhcuaaion h c<lllpletel7 neglecting one aepect of 
the altua tion that I c011aider ney iaportant. l'ref'Jthlng 
we talked about ao tar baa been ney cold blooded, just 
dollars and centa. I think rou know &J oppoaiti011 to 
enforced aarlnga but wturt I aa going to 117 now baa no 
relationship to that. I think thia Detenae Savings plan 
baa been not onl7 the biggut job the Trta1U1'7 baa under
taken, but it baa certainl7 been the moat widel7 publi
cized cooperative effort the American people have ever 
engaged ln; and if while thia ia juat getting underwar 
we quit and admit that it ia a failure, there are going 
to be repercuaaiona throughout the countl'f intangible 
and incapable of meaaureaent, but I think the7 are going 
to be ney aeri oua and ney bal'll!ul. 

(Mr. Foley entered the conference,) 

KR. SUI.LI\'JJI: You ban thouaanda of people all 
over the count1'7 Who have been doing good patriotic work, 
contributing their time and their efforte and their 
tdenta. 

H.ll. JR: 110• u.nr ban 7ou got, Harold, Juat roughly? 

llR. ODEGj.~: · Sevent7·1iX or aevent7-eight thousand. 

KR. GIU.VBS: Well, it h aore than a hundred thouaand 
members of our local caa.itteea. 

KR. SULLIVAII: lowt all of tho11 people are going 
to feel let down. In actdition to that, I think that 
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enrrbodf who haa bought a bond 11 \oing to feel a 
litt e bit peculiar about thia situation. Yea, I do, 
1ir. I mean, when a pereon bur• a bond now, that ie 
a chance for him to make a voluntarr patriotic contri
bution to hie Government, and there isn't anr amount of 
money you can get out of a legallr enforced contribution 
that ia going t o make up for the morale that goes al ong 
with that voluntaey contrib.ltion . Wbereaa, Harold points 
out that the twel ve billion a rear that he hopes to get 
through voluntaey exceeds the amount that t his program 
calla for, I would say that even if you didn ' t get but 
three-quarters as much out of the voluntaey savings aa 
you get out of this program with the onforced savings, I 
would still be in favor of the voluntary system. I 
don't think that you can go ahead with this thing on a 
purely cold-blooded regimented basil and get halt the 
response in morale from the country that rou wil l get 
under a voluntaey savings plan. 

Now, Yr. Secretaey, maybe it is true that the 
President has told~he Vice President he ia for forced 
savings, but I would be rather inclined to - disclined 
until I learned otherwise to believe that he told anybody 
be was for it until he discussed it with you. 

This is your baby, and I think he is going to listen 
more to you and your views than all of the crowd that ia 
around him. Not only have that crowd not bean intimately 
acquainted with what has happened in this drive, but they 
never were for it in the first place, I don't tbi.nk. I 
think they were all for voluntary savings or some type 
of Keynes ' plan from the veey beginning. 

H.M. JR: You mean compulsory. 

llR. SULLIVAN: Yea. 

llR. ODEGARD: Yr. Secretary, can I ask this question? 

H.K.JR: ill right . Harry ia going to have a • • •• •• 
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MR. WHITE: Sure ia . The olook ia moving around, 
and they are going to adjourn before they get to me. 
{Laughter) 

MR. ODEGARD: The question I would like to ask ia 
this . If we .Jent ahead on a withholding tax basis, a 
st raliDt-out tax, I hope it wouldn' t be a flat tax, but 
a graQU&ted tax. Then we could save, it seams to me, 
a Yer'f substantial part of the volunta17 savings progrem 
if that is a straight- out tax; but if it is in the nature 
of a saYings program, a campulso17 savings program, you 
are saying to the American people, 1 This ia what you 
want us to save, • and they are through saving. I think 
it will kill the savings program if you call it a cam
puhor'f savings program. If you call it a straight- out 
tax program, even t hough you collect tha same amount of 
money, the chances of savi.ng the voluntary saYings pro
gram are greater than if you cal l i t a compulsory savings 
program. 

H.K.JR: Now if you will all just give me one min
ute, please. Are you through, John? 

IIR. SULLIVAN: No, I had just two more comments I 
wanted to make. I know that there are many people who 
are now for forced savings because they are scared to 
death of the word •coercion, • and they think that between 
the present leaning-over- backward program and actual 
coercion there ia no midway, and I don't agree with them. 
I think that a great deal more enthusiasm can be put
into this campaign without coming to an,ything that i.a 
really coercion. The other thing I want to suggest ia 
this, that I think that in the April 27 speech the 
President oan very wel l go on with the rest of his pro
gram and say, ~e must have so muoh from savings . I f 
we are unable to get it fran vol untary savings, we may • 
have to adopt sane other system, " and I think he can do 
that, and he can present the entire picture just as well 
aa he can by caning out and enforcing compulsory savings . 
That i a all I have to aay, air. 

H.K.JR: Herbert? 

(\ 
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• 
IIR.<WSTCih I think that the aere announcaent that 

1 plan of ccapuliOl'J aning 11 going to bt put into 
effect will have aaae effect and a deoided effect upon 
the Yoluntarr progrm. Juat the aere announcment 
of putting that into effect will have a muoh atronger 
effect on it will hit it verr muoh harder, It will 
practicallJ kill the voluntary vrogrllll WheD JOU put it 
into efttot, eo I thinlc rou can t oont111plate a progrm 
initiating at a rate of one percent or eTen liTe percent 
aa a general propoaltion. I think you baTe got to atart 
ln. It rou are goinf to do this thing, rou ban got to 
start in quick, and think rou will have to scale it 
down to the little taxparer, but I think rou will baTe to 
ban a rate upward of ten percent. Now, f I thought we 
could atop the sales tax and atop a lowering of exemptiona, 
I think I would say that would be all right to do that 
recognizing the fact that you ban got to have & drutlc 
progr&m of compulsory s&ving; but I don't think we e.re 
going to be in & position to dicker at all, so I think 
i t would be better just to say wb&t are the die&dvantages, 
what are rou going to do to & program th&t ia rielding at 
the rate of about five billions a ree.r now and can rield 
considerably more, and that ther &re proposing L~ alterna
tive that probably won't yield anywhere near aa much. 

B.K.JR: You are not getting anrthing like five 
billion now, In llarch you got tliree hundred thirty-four , 

KR. G.lSTOB: Total? 

H.K. JR: Ot "E" bonds , 

KR. GASTON: Oh, that ia "E" bonds only. 

H.K.JR: And you are running twenty percent below 
Karch now, 

KR. RlAS: But, Kr. Secretary, there ie &· large 
Tolume of I&Tinge that under no conditione would come 
through into the Treuury via the Savinga Bonde, which 
are tnti- intlationar,r, and rou want to preserve t hose. 
We were estimating that personal a&vinga would be fifteen 
and a halt billion. 
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H.K. JR: Where will the;y go? 

w:R. HAAS: The;y are in the eaae atatue ae the •E • 
"F, • and •G. • The ke7 point of the whole thing h thla. · 
fhen 70u 1&7·70U want forc ed eninga, what do {ou aean 
b7 forced aavinga'l You mean aavinga that won' be spent, 
B7 putting them in thia wa;y, do 70u achieve thia not
spending that is wanted in that II&JlDer? Thia rationing 
brings about a forced saving, because it prevents spend-
~· . 

KR. BEIJ.: That ia what ;you want. 

KR. HAAS: That ia what ;you want, and ;you could 
continue with a so-called voluntar;y effort if the 
rationing is extenaive, and I think what is going to 
happen here, and ;you ram11111ber, Harr;y Hanun said even 
a year tram toda;y 70u ma;y be over-all extenaive ration
ing, but he said the .public is not prepared for that. 

H.K. JR: Harry? 

KR. mUTE: I think much of what has been said ia 
ver;y cogent; but if one anal;yzu the two different t;ypea 
of saving which are the issue, I gather, the program 
which rou now have of voluntar;y saving has two important 
object ves . One is to raise money, which ia a question 
of magnitudes from the proper sources, raise it from 
the proper sources, The second is the psychological, 
the morale-building effect, which ia ver;y raal and ver;y 
important . Those are the two objectives. Now, with 
resvect to the first obj ective, that of magnitudes, I 
don t think the voluntar;y saving has any chance to 
eatisf;y the requirements that ws a re going into. In 
the first place, it is not twelve billion that you are 
raising, It ia only six from t he aouroes that we are 
talking about, You are onl;y going to - the maxl.mua, 
if you are successful a hundred percent, ;you expect to 
get ten percent of the aalaries, and that isn' t twelve 
billion, that i s closer to aix. The;y are about equal 
amounts, aix and a quarter and six, becauae the other 
t7Pe of saving ia going to take place anyhow, People 
are not going t o tlirow mone;y down the aink or put it 
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in a rat hole when they can gat three percent tor it 
ao you will han phnt, of t~f:~e innating atill on' 
the volunt&17 aulng, 10 I froa the point of 
YiP of ugnltudu it 1a ver7 doubtful that you will 
get enough. I agree with Harold that a forced saTing (J 
plan must start with aomathlng substantiallY mora th&n j 
one percent, because it will greatly curtail the amount 
that you expect to get tram voluntary sources. Now, 
the chief point ia that 'voluntar,y saving is out the 
window the manent you introduce forced saving. I don't 
aee that at all if you forget magnitudes and con!ine 
yourself to the psychological and morale-building effect. 
In fact, I think you can do a fat• better Job in building 
morale, in ael,Hng democracy, it~ getting the war spirit, 
if you are not concerned with the £act that you have got 
to make a quota, because being concerned with that you 
very gradually and surely go to methods that only with a 
stretch of imagination can be called voluntary saving, 
and you resort to tlPesof pressure which cause a boomerang; 
whereas if you are free from the necessity of attaining 
a certain level, depending upon forced saving to give you 
the magnl tude, than ;you can lll&ke your appeal a pristine, 
patriotic appeal. You can do avar,ythlng ;you are doing 
now and double it and get good reaulte, and I think it 
will yield aame quantity unquestionably. 

H.K. JR: lhat ia a pristine appaalt (Laughter) 

KR. WHITE: It is a new kind of appeal. You have 
to be young to have it. (Laughter) So I think much 
of the cogency of y~ur argument, the appeal that John 
and the rest of you are making, which is ver,y real, 
because I too am impressed with •the fact that I think 
this program is the beat morale building there ia, I 
think it has even greater possibilities, and I would 
like to see your efforts concentrated on that kind of 
appeal, rather than appealing to a man ' a patriot! .. by 
holding a gun to hia head, which it what it will get to 
when you han to delinr a billion !Jllara by a given 
time, ao that I don't aae why both poaaibllitiaa do n?t 
exist. Go ahead with your voluntar,y program1 but don t 
expect to get quantitativa results that are arga. · 
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Depend upon that for your forc ed l iVing, which will 
helf your tax bill, because with the forced aavi~g you 
don t han t o talk about r educi ng exapt iona, You oan 
start lower . 

KR. GASTON: You have ~ot to leave people some
thing to livs on. They can t live on a non-cashable 
bond. 

KR. WHITE: \Jell , the bond could euily be made, 
I take it - those are just adminiatrativs featurss . 
You would make ths collateral for a loan at low rat es 
of interest under special oiroumatances , 

KR. GASTON: And if you go to this new principle 
of a forced loan, aren't you going to adopt the income 
tax principle, and aren't you going to havs to grade 
it all the way up to income availa6le? 

YR. WHITE: I am in favor of making it progressive 
and not a flat rate, but, of course, this plan of mine 
ia a second choice anyway. Ths first choice is out. 

H.K.JR: Harold? 

YR. GR.t.VES: I think there h one thing that Harry 
onrlooked that has to do with the aeo.hanica of thia r 
thing. We are depending upon the aployera to sell our 11 

bonds tor us, take care of all the accounting and record
ing, and to a considerable extent the iaauing of bonds. 

KR. WHITE: You won't need that . 

KR. GRAVES: I was trying to say that if you give 
them the other job to do, ot collecting your compulsory 
savings, the two just can ' t exiat together. 

KR. WHITE: I quite agres with you. I don ' t think 
you OlD l ook f or pay-roll deduction plana. I think 
pay-roll deductions should be out. 

llR. GRAVES: And that ia what I aeant whan I said 
that thia would kill your voluntarT plan l argel y bec&Uit 
your pay roll allotaent thing il gone. 

... 

(} 

f 
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MR. WHITE: Well •it I don't regard the two 
11 ldmtioal. The p&T- roil allotllt11t plan it gollt , I 

atill think t here ia a ver,r broad area for a voluntar,r 
appaal for savings . 

H.}{.JR: It you han a pay roll allota1111t plan - you 
are not going to have the manufacturer doing two joba. 

MR. IHITE: Well, the ll&nufacturer doem' t build any 
morale. 

liR. GRAVES: I dlaagree with that. 

H.W.JR: How let me just tell you eomething, I 
Wllllhd to have ever,rbod,y hear lt. Nobody asked me what 
}Cr. Green had to e&}'. le aeybody intereeted in what he 
baa to say? 

MR. GASTON: Ye.s, I would be intereeted in what he 
baa to say about the aslee tax aa one thing. They quote 
hlm as favoring it. 

p.W.JR: Well, Kr. Green is opposed to abf ceiling 
on wages . He ie oppoaed to all ceilinge. (Laughter) 

MR. WHITE: On prices too? 

MR. BELL: On prioee? 

H.}{. JR: Yea that ia what he aaya. He aqa, .. e 
can't be for a ceiling on prioee without being for a 
ceiling on wage a. • 

MR. WHITE: He ia a patriot. 

H,}{, JR: low, he ia againat the eales tax. Then I 
got to him on thie queatlon of foroed saving• and the 
voluntar,r plan, and I aaid, ~ow look, Kr. Green, euppoe

ing the Pruidt11t of the United Statu would give me a 
letter and aek ae to go out and aak the union• and the 
manutacturers to voluntarily deduct ten ~ercent of their 
N roll tach wuk. Would you do it?• "Yta, • he aald, . . 
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' that ia reasonable1 and that ia the wa7 to do it.• 
He aald he would like to do it, and he aaid; "The . 
unions are nrr proud and verr happJ in what the7 are 
doing." He said, "It means a· lot to th~. Th17 are 
ver, happJ and verr proud," and he didn ' t ask tor a 
letter from the President. He said, ~ou write •• a 
l &'!ter, and we will do it. • But I 11id, "Well, I 
wouldn't do it unless the President put it in writing 
to me publicl7, that that is what he wants. 

MR. GJ.STOB: I wonder if aeybodf baa conaidered 
this phase of i t'l 

223 

H.K.JR: But I thought JOU might bt interuted in 
what he had to ••1• but the other thing he aaid - I 
thoudlt it was the moat amadng atatament - I have heard 
a lot of statements all week. (Laughter) 

UR. WHITE: At least he is consistent, Yr. SecretarJ. 

MR. BELL: You have heard a lot of statements about 
the attitude of labor. 

KR. SULLIVAN: Give him credit) he is consistent, 

H.K. JR: But that takes the cake, Yea. And then at 
the end--

MR. 1HITE: He pr.ob&blJ wanted to atop the war. 

- B.Y.JR: I said, "How are JOU about in!lation, do 
JOU think we should hold our prioea'l" He eaid, 'Oh, 
b7 God, 711, we should hold our prieta, 1 

• 

KR. GASTON: He is juat like a farmer. 

H.K.JR: So it is a great world we live in. 

KR. GJ.STON: I wonder if 1n7bod7 baa oonddered thia 
phase of thia thing? 

B.K. JR: Isn't that lll&&ing'l At leaat he waa hon11t • 
. 

t 
MR. BEIJ.1 How about the other aide, are JOU going 

o '" them t o·o? 

MR. FOLEY: Jfl.lrr&J'l 
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H.W.JR: He ia out o! town . 

KR. BELL: 'lba t ccaea right !rca the hor11 • a 
mouth. 

H.W. JR: NobodJr speaking for labor would be u 
honest aa that. 

KR. WHITE: AI honest? 

H.W.JR: !a Green wee w1 th ae. 

KR. WHITE: I would ••1 he wee fooliah . 

H.W. JR: 'ell, he wae honeat. 

KR. WHITE: I! he wae honest, he waa foolish. 

Kit P!UL: The7 are t he alllle thing frequently. 

KR. II.US: I think that ie the t rouble with them. 

H.W.JR: Now look, I got around aa far as laul, 
and eneybodJr thought this idea ! rca one to fifte en •• 
swell, and then theae fellows know, Gravea knoWI, 
SulliYan knows. H&aa? 

KR. WS: I Titwed it aa a compromi lt aituation. 
I thought 70u - I meanl if Henderson goea ahead exten
sivel7 on rationing ana the thing ie li:ept ln the lower 
brackeh, I t hink 70u ca.n l'\111 the two thing~; but w1 thout 
rationing, the aituation ia lo~t . 

H.W.JR: Just aa much aa Henderson let us see thia 
morning, Suppose he goes just that !ar, and no further? 

KR. WS: That hn't enough. 

H.W.JR: Yea, but what about a:r one and fifteen? 
Going u far aa Henderson did thia morning. 

KR. WS: I don't think- of oourae Henderson 
has got the job of holding prieta, and I aon't t~ 
he can hold th• that wef. 
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B.K.JRI Bat, I han &at to •a.r acaetlWlc to the 
Pruident tCIIlOI'l'OW ao1'111.Da. 

• • 
KR. WS1 On that thine I felt it ••· out of a 

dit!ioult aituation, probabb u good aa JOU oan uke 
out of it. I took that poai\ion, If JOU feel - JOU eaid 
1ou couldn't get anywhere with thia OTar-all ratiOD!Dg 
at all. 

H,K.JR1 George, 7ou are not chine •• an mner. 
I em do one of thr .. thine• tcaori'OII aoming. I oan 
go to the Prerldent and aa,r, •ao ahead with foroea 
aninga, go ah11d with - gin ae a ob&Doe to continue 
\Ill til Jult with rq Tolunt .. r plan and '" what wa oan 
do the Wt.:f I aaid in rq latter, • or I oan e&J, "Let ua 
go ahead and eee what we oan do until Julf but·it h 
all right with ua if JOU aak Congreaa to g{Te JOU the 
authorftJ to put in forced auinga if and whan JOU think 
it it neoeaaarJ. 8 

KR. WS: Oh, well, I think I would put in another 
alternatiTe there w~ere JOU oan aohieTe auooeaa. You 
can go ahead on JOUr Tolunteer plan, proTiding the ration
ing 1a stepped up nrr rapidlJ; and JOU could explain to 
the Preaident that that ia the onlJ W&J JOU oan atpp thia 
aituat1on in IJ11 oue, that the foroed auing a1 n\i 
Tiauali&ed will not do it, beoau11 all the laabgH -
there will be liquidation of aaaeta whioh people baTe, 
and certain thing a. 

B.K.JR: Wall, Herbert! 

KR.· GAST<111 Wall, I think that one to fifhan h 
no &ood on the lner end. I think it JOU atart, JOU ban 
got to atart fairlJ he&T11J, and the alnia1a ia fin 
percent, 

B.lf. JR1 Wall it JOU bad to aq - if JOU ware goi.nc 
onr tcaorrow and £.a to tall tha Pr .. ident, where would 
Jou atand on thh whole thing! 

KR. GASTOII: Gin ua another ob&Doe on tha Tolunt&rJ 
a&Tinga, beoauaa there are poaaibilitiea in it, and I 
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don't think the7 tul~ reaUae the alftlcnalb Clll the 
other aide. There h another oae that baa'\ bee 
aentioned. I thillk 1 t h golq to laue acae effect 
both on national morale ancl Clll worli morale, the 14ft 
that we are forced to go to forced MT1Dg at thi1 atage 
of our participation in the •r, that we can r't fet the 
moneft we can't finance ouraelvea, we have got o go to 
force4 loana to do it. 

HJ{. JR: That 1a good. Harl'J'l 

KR. WHITE: I should be inclined to tell him the 
third point 70u 111de, that rou would like to go ahead 
with the voluntarr aavinge, but thlt he ougbt to aak 
in his meeeage for authorit7 to !.poae forced aavinga, 
or that he will aak for forced aaving. I don ' t think he 
ought to ask the authorit7 to do it. That ie, if it 
doean't work out. That preparea rou both war•· You are 
asking for a chance to continue, and 70u are alao recog
ni zing the posaibilit7 that rou 1117 not be auccesaful, 
and 7ou are preparing the groundwork, or he is, to sa7 
that he 1117 CCIIII to tba aoon and aak for a program of 
forced saving. He i1 protect1Dg himaelf either wa7. If 
i t i s enough, fine; ana if it ian't, he will caae before 
them and aak for legialation on forced aaving. I don't 
think it h neceuarr for hila to 117 &ll7thing more than 
that . 

H.K.JR: Dan, do 70u want to change? 

KR. BELL: Well, I would ey that i.f rou can get 
the voluntarr aavinga that i a It; but I didn't thillk 
you could get it in thla picture at thia tiae, becauae 
the7 were going to inaiat on an all out prograa, and 
the best 70u could get •• what rou auggeated a 'lllhlle ,, 
ago, a sort of a ocapraalae. But, I would be iD favor 
of the voluntarr plaD if rou could get that. If not, 
I would take the ccmprcaiae frca one to fifteen. J'Ut 
it in whenever the Preaident feel• that it ahould be 
put in . 

KR. FOLEY: I thilllt, Ill'. Secreta1'7, rou are going 
to came to forced aaviDga aooner or later, aa I aaid 
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before, aDd I oerta1Dl7 th1Ait Jf111 oupt to at laaat 
tell the Pr11idmt he ahould reo--a foroad uTili&• 
legillation in thla •••l&i•• You oaD go ahead with the 
nlunher in the IU&J1ti.aa until .. hen to hapo11 
forced aavinga~ but I tbink •• oupt to be raaliatio 
and reoogniu thlt that h whet we are ocaing to, 

H.M. JR: RoJ'l 

llR. BLOUGH: I f"l .uch aa Jllid before, that 1! 
rou could do juat what JOU wanted fo do, aak for tlie 
Toluntal')', but hen the oountl')' put on notice that 
a great deal of purchasing power •uet be taken out, either 
through t axes or volUIIt&I'J or ccapulaol')', that t he next 
beat th.ing 11 to e1 ther aak directl7 for legialati011eow 
or to put Congreaa on notic• that r ou will aak for it in 
case the voluntal'J aaving prograa • not adequate. 

H.lol.JR: RaDdol ph, han JOU got a111 aecond thoughts? 

llR. PAUL: M7 onl7 aaoond thought ia not ao Tel')' 
different. I think Jour diacretion&1'7 idea ia a good 
one, I don 't apeak about precise percentages, but I 
think we ought to aettle forced saving. I don't think 
we are going to get &IIJWhere 111 th the volu.nta1'7. I 
don't mind leaving the ioor open t o the volu.ntarJ effort, 
but I tbink we ought to accept the forced aeving idea and 
trade u much out of it aa we can, aDd perhapa get rid 
or the ealea tax aDd lowering the ex .. ptiona. That ia the 
way it looka to ae, that we llight be able to atitle acae 

of our oppoai tion 1! we agree to t he f orced aa't'iug. ' 

H.K.JR: O.I. , genta. 

llR. BELL: One tbina~ Henderson and hh group, of 
course, wi l l be in a position to almost kill our volunt&l'J 
plan through inaction on the rationing. 

WR. GASTOR : Well, that meaDs that theJ Juat abandon 
their function, and the7 oa~~•t - J OU can' t aaaume the7 
will do that. 
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