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Oongreeaman 
Moleough: 

IIMJr: 

II: 

HJI.Jr: 

M: 

HMJr: 

M: 

I!MJr: 

M: 

RMJr: 

K: 

HMJr: 

M: 

I Just wanted to thank you, Mr. MoKeough, tor 
tbe magnifi cent t i ght you put up. 

' 

' 

(Laugha) 
tlme out 
love. 

Well, that 1 e very kind of you to take 
to say tbanke, but it waa a labor of 

Well, y~u did a ewell Job and I'm delighted. 

Wel l, I'm glad you're pleased. We didn't do ae 
well as we mi ght h&ve but ve •••• 

llell •••• 

••• • we did much bet t er than I thought ve 1 d do. 

That 1 e right. 

Yeah. 

Well, I want to tell you hov much ve in the 
Treasury appreciate what you did . 

Well, that 1 e very kind of you, and I hope that 
I may be luo&y enough to be baok in the Senate 
where I can continue to t ry and do what I think 
ie right. 

I hope eo. 

Tbanlt you, sir. 

Ooo(lbye. 

Goodbye. 
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C!NlDl'S U.S. DOLLAR POSITION 

Present: Secreta17 Jones 
),[r. Bell;/ 
}(r. White-' 
General Carter 
Commander Strauss 
Lt . Commander Linder 
Mr . Stewart 
Mr. Morrison 
}(r, Kirach 
Kr. Griffith 
}(r, Sooll 
lolr. Bridgman 
}(r, l!cCabe 
Kr. Ecker 

· Yr. Livesey 
Yr. Stinebower 
){r, Coe 
W.ae Kiatler J 

Yrs. Klotz J .. 

July 21, 1942 
11:00 a .m. 

-- ----

H.ll.JR: I asked ;you gentlemeo to come over here 
todaf becauae we here in the Treasury are supposed to 
look after the dollar exchange position for these 
United Nations. 

In this original Hyde Park agreement, which haa 
worked very well we want to raise the question, in 
vi .. of ;your var!ous pooling arrangements that you have, 
and so forth end ao on, whether the !~, the Navy, the 
~ritiae COIDissian, and Lend-Lease, are confident that 
what they are giving in the way of ordera to Canada are 
orders which Ellglana llight not gin direct . If Canada 
weren't fetting theae orders from us, then possibly th.., cCJU d ll&lte some special arrangement with Ellgland, 
because the 'W.1 the a1 tuation lcolu now, strictly on 
the dollar excii&Dge poeition, by the end or the ;year 
Canada 11/&f ban a seven or eildlt hundred million U. S. 
dollar exchange, which would 1le far in excess of 
an,ything which aha hoped for . 
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With theae ney OO!Iplloahd dealing• with tlutae 
various agmoies, I thouitht I ouabt to check up on 
the Govel'Dlllent because tlie Preaiilent dot1 look to me 
on the exchange poaition1 to make eure that the7 han 
enou.lth1 also not too much, that m&Jbe aomebodf ian' t 
overilo1ng a good thing, muning ue . 

I think I will a tart with the .ll'IIIJ" - General 
Carter, if JOU don't mind. I juat wondered - I don't 
know bow 1111J1¥ montha ahead that JOU could - 1lha t the 
AI'JliY' s plan is in the Wit' of big orders - .I mean 
anJthing that ;rou are contemplating, if JOU wouldn ' t 
mind, and tell~ng what the purpose waa behind it. 

GENWL CJ.Rl'ER: llr. Secretary, for industrial 
operations the .li'JliY has orders in Canada now that 
will roundl7 equal a half a billion dollare. Kost 
of those orders are on a coet-plue basis. In other 
words, the cost in Canadian currenc7 is paid b7 the 
Uni ted States, and the adjustment is made, I presume, 
on the exchange through tlie 'balance here. 

Now we have a long-range program in addition 
to that that will involve approxim&tely a hundred 
and twenty million dollara. When that will be required 
is probl-tical at tha IICIIIent, but the work ia pro­
greuing. 

H.K. JR: \110uld it be uking too 1111ch to eort of 
aketch what that long-range program ia? That is what 
I am interested in, what JOU are going to do fraa now 
on . 

GI!I(!RAL CI.Rl'ER: Well, in connection w1 th the 
road that 1a being built, u you know, and in connection 
with certain other denlopmante concerning oil and 

3 

r.aoline, and that aort of thing, that program will 
del&Jed I think, becauae there ia eome chance 

that the drat operation will not prove feuible and 
we m&J have to go to eomething elae. So it wcW.d be our 
a Je&r, I should aaJ, at least, and probably longer, 
that that project would be in hand. 
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J.IR. BELL: The latter? 

GBfEIW.. CARTER: The latter. Now, this other 
is a matter of production: Ai r Corps equipmmt, Si(!ll&l 
Corps, Ch8111ical Wa-rfare, Qllartermashr and Bngineen. 
That is prett,y well distributed oYer their production. 

H.Y. JR: You mean that baa alread1 been placed? 

~ENEIUL CARTER: Yea, air. 

H.J.(. JR: Are you cont8111plating any orders of a:n:r 
size from now on? 

GENE!W. CARTER: If they could handle them I 
t hink we probably would, but I doubt if it is possible 
to load than up any more . 

H.M, JR: Could I ask this - and we won ' t hold you 
up a day - if before you place any more orders for 
muni tiona with Canada, could we know what they are 
and what the ultimate destination was going to be. 

GENERAL CARTER: I don ' t know that the Al'1111 could 
giye you a satisfactory answer on that, Ur. Secretary, 
because it would depend upon the transfers. I don't 
know how 1111ch of this equipment there will be or 
whether it will be transferred to allied Nations . 

(Secretary Jones and J.!r . Bridpan entered the 
conference . ) 

H, J.(, JR: I am juat going aro1md the room and 
trying to find out What orders they are thinking of 
plaoing with Canada in the future in view of their 
dollar exchange position, which at present looks very 
faTorable . General Car ter was just telling us what 
the Anq bad in mind. 

llR. JCIIES: Fine . 

Regraded Unclassified



6 

- 4 -

GENERAL CARTER: Perhaps rou know, Jl.r, Secretarr, 
. the !1'1111 deale almost exolulinl7 with War Supplies 

Liml. ted. . There are Teey !n contraota outside of that 
or~anhation. One or two I can recall are oontrach 
thit have been let through aerican oompanha 111 th 
Canadian aubsidiariea, euch aa imerican LocamotiTe, 
and I think one other companr, aerican Car and Foundrr, 
or some auch companr aa that, where the;r baTe f acllitha 
in Canada that have been au~anted b7 the Canadian 
Govel'lllllent . 

Now, we have some ccotracta with those companies 
of that sort, but that ia a very 1111&11 part of the 
total. · 

H.ll.JR: Yea, but again, if you don ' t mind rq 
pressing rou a little bit, again looki nf to the future, 
wouldn't t be possible - I mean, I don t know - I know 
there is a pool but I don ' t know just how it works, you 
see- I mean whether it is the MUnitions Board or what 
it is. But what we are interested here in trying to 
find out is, are you going to plaoe any orders of 
considerable size in the future, and what is the 
ultimate destination? 

GmJU.L CARTER: .b far aa the Um1 is concerned, 
our orders will be placed f or our requirements . 

H.K. JR: For your OIID? 

GlilmRAL CJ.Rl'ER: Yea, air, unleu we have specific 
inatruotiona under Land-Leaae to put orders for them, 

H.ll. JR: You see what rq problem is? 

GENERAL CARTER: Yea, air, I see exactly. 

H.K. JR: Could you bear it in mind in the future? 

GEREIW. CARTER: Yea, air, I think we could give 
you - !rCD the A.rlq viewpoint I think we oould ~ve 

• 
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JOU a aatiafactor,r anawer to that queation. 

H.K.JR: Can ;you do that? 

GllfE!W. C!Rl'ER: Yea, 1ir, and with cooperation 
with Lend-Leaae, which we have, we could perhaps give 
;you the correct anawer at the end. 

KR. BELL: You lllight not alwa;ya know. You have 
a con tract for ;your 01111 contract., and what ccaea off 
the line u;y go aou place, 

GEIIXIW. C.lRTER: I! the uterial h transferred 
in the end, again there ia a different transaction. 
If it ia ordered !or us just as uterial in thia 
ccuntcy--

(Kr. Liveae;y and Kr. Stinebcwer entered the 
conference.) 

H.K. JR: Well, ;you have got 11rf problem. }.!oat 
llkel;y you haven't been worr;ying about our end of it, 
but now that ;you know what it is--

GENERAL CJ.RI'ER: Yea, air, I think we can give 
you exaotlJ what ;you want, and our end answer will be 
even more correct than our first one because there 
ma;y be aoae transactions in there we will have to 
a-djust. 

H.K.JR: And just 80 JOU know, thi 8 particular 
phaae of the Treaaury work Kr. White looks after for 
me, ao 1f JOU have an;ything you could a and it to him 
direct. 

New, where is the Navy? Could you tell us 
Commander Strause, the same thing, looking at the 

· future for the Navy? 

C<JB!ANDER STRAUSS: Kr. Seoreta17, the NaTT' a 
purchaaee end ordere in Canada have been, of courae, 

6 
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minute b7 comparhon with the ii'IIQ'' a. We han sur­
veyed the poaaibilities fraa the point of view of 
acae ahipbW.lding without finding eeythlng that we 

• 

could place there that could net be 110re adnnt&geoi18}T 
built here. The aune1 with r81ptct to airplene 
conatruotion has not been completed. The Cenadiana 
are providing the Ni.VT with 1111all 9-Uentitiu, dollar­
wile, less th111 - oh, it will run 1nto a few millione, 
three or four millions· of dollar• of met erial, pri.marilT 
involved in radar and in optical glass. The1 are it ... 
which are, ao far aa I am aware, and I believe I can 
be specific about it, not intended for Lease-Lend but 
for our own equipment. 

I will keep in touch with )(r . Vlhito 111d advise · 
him of other itiiU that come to rq attention, aa fOU 
have suggested to General Carter. 

H.Y. JR: Would fou do tha t'l You have got the 
problem? 

COJ.BWIDER STRAUSS: Yea . 

lffi. WHITE: In both caaea an aspect of it which 
ia appar1111tl7 important, in so far aa you can judge, 
is do the orders replace production which the 
Canadians are undertaking, either for themselves or 
for the British. You ma1 not be able .to aaoertain 
that in IUJl7 cues, but that ia moat significant. 

COioiiWfDER STRAUSS: In both the caaea I mentioned 
I can be quite positive . The optical glue situation 

· was one in which we bad exhausted t he possibilities 
here and the7 had a emall surplus in Research Enter­
prises, LiiiLited - I think that is ita name - which 
exao* filled our need. I might add that it was 
thro )(r. Coe'a cOJIIIlittee that we lfere able to 
locate it. 

The amount of rada·r equip!lent is infinitesimal 
compared with our production, but the7 ceme in at a 
tilllll when we needed a few aete for installation on 
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planes and I think are atill aupp~g 1t, althOlllh 
aa to lb;t I can't be quite cert&la. 

KR. JlcCiB!: C• •niter Strauu, did the Ia~ take 
onr all ~e auxilla17 naula. that th.7 are ballcUnc 
up there under Ltad-Leaae? · 

CCIBIAHDER STRAUSS: I can't anawer that queatiOD, 
air. , I thought they were being built under aou direot 
arrangemm t. Proba bl7 Kr o Ecker would know o 

Jm. ECKER: No, I wouldn't know U17lii.Ore than Kro 
JLcCabe; he h rq bon here. (Laughter) 

KR. ){cC1BI: Canada waa building theae Naval 
auxiliar,r veaaela for the British, and on account ot 
the Canadian dollar position a great appeal wae ude 
to ua, in line with the Hyde Park agre .. nt, to put 
thrwldl Lend-Lease requisltions for these Naval 
auxllfa17 vesaele. We finally did put through requi­
sitions for some of 1h em because our own NaVJ was · · 
going to uae them, and we refused to put through &D1 
requieitione except those that our 01111 Navr was going 
to directlr uae hire. 

COJOWfDER STRAUSS: Were these cornttes? 

MR. ){cCABE: They were corvettes and mine sweepers, 
and I think it was four different trpea of Naval--

KRo WHITE: A total of about thirty million 
dollars? 

llR. llcCABI: Yea, but the main question I wented 
to ask was if the Navy now was going to take all 
these vessels, because they took the aeme position 
under their Lend-Lean appropriation that we did. 

H.Jl. JR: What was the t, Kr o llcCabe? 

8 
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~. lloC!BE: That theJ would onlT requilitiOD 
those veuele tl». t were going to be uud 1i7 our lla'f7. 

COIIIQHDER STRAUSS: I will undertake to find the 
answer to that queation and adTin Kr. llcCabe end let 
llr . White lcnow . 

H.M. JR1 .&nd us 1 will rou? I am coming to ;you 
last, if JOU don't m1nd. 

MR. McCABE: That is all right. 

H.ll.JR: Can rou think of an,thing el .. ? 

COWYlNOER STRAUSS: No, air, llr. Seo~etar;y. 

H.ll. JR: llaritime? 
• .MR. SCOU.: We have a fil'lll oOllllllitlllent with the 

Canadians, embo!lled in the con tract w1 th -.r Supplie a, 
to bu;y one hundred ahipa now under construction. 
Twent;y or more have been delivered already. 

H.ll. JR: 'Mia t kind of ahipa are those? 

llR. SCOU.: Those are cargo ships. Ninetr of 
the are about ninety-five hundred tone deadweight , 
and about ten of them are forty-five hundred tone 
deadweigbt . Those ahipe are being built b;y Canadian 
builders for Wartime )(erche.nt, Limited, 111 d we have 
taken over the· :!f' from the Ce.nadiane . The total 
value of that c tlllent is about a hundred and 
aevent;y-five million dollars - a hundred and seventy­
five milli<11 to two hundred million. 

9 

In addition, I aight ear that tho" ahipa are 
purchased bJ ua and then they are bare- boatea to the 
British. In other words, we hold the title, but the 
British operate them and put crewe on th111 and p&J 
the expen aea of the vo;yagea, in eo far aa they are 
operated b7 the British; if they are operated under 
Lend-Lease then we pay the dollar expense of the voyage • 
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· Now, in addition to tbou ships, the Canadians 
han been dickering 111.th 111 t9 take OYer appro:n-te}T 
a hundred and !i!ty-!in additional ehip1 that an 
un.der conatruotion, which will be dellnr•d onr into 
'44 - 1943 and '44. Of that nuaber th17 ban agr11d 
to build between eeventy and eight7, which will be 
oil- burni ng EC-2 types, t hat i s , the libert7 ship 
type, whioh we are primaril.J' intereeted in. 

The hundred ships already under oomitment are 
of a British t7Pe, coal- burner, buil t on British 
specifications. 

This seventy or eighty tbat we han bean talldng 
with them seriously about are now in deeigned proceee. 
I believe some work baa been done to expand a !n 
yards in Canada for tbia work. The ahipe will run 
around two million dollars apiece, ao that if we buy f rom 
them. the full eighty it will be another one hundred and 
sixty million dollars . 

YR. WHITE: Suppose you don't buy those, would 
the7 produce them aeyhow? 

l.IR. SCOLL: That is a que.stion. 

I.!R. WHITE : Supposing you hadn ' t contracted tor 
them? 

IIR. SCOLL: Well, I don •t know. The original 
hundred, of course, they had alread7 contracted for--

:LIR. WHITE: And were building when you stepped in 
and bought thm. Therefore, it didn ' t add to the 
capacity but merel.J' added to their exchange resources • 

n SCOLL: 
we bought the. 
agreement. 

.that is so, and that was the reason 
1:t was pursuant to the IJ¥de Park 
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YR. COE: They also get plate a little aore 
easily, I suspect, when they sell th .. here. Isn't 
that so? I mean that ia tied up with it. 

YR. SCOLL: That ia partiallf true. We han 
been cheoldng into the question of how 1111oh uterlal 
flows from tbe United states to build the•• ships in 
Canada. J.n estimate whioh we now have which we are 
checking into is approximate]¥ eight percent. It JU:f 
be higher than thAt, ao I think that eight-percent 
figure should be taken with caution . 

B. lof.JR: I just read in the papers, which 
doesn 't mean it Is so, that they stopped a contract 
for two hundred ships in Louisiana because we didn ' t 
have the ut erial to give tham. Now, if we entered 
into another contract with Canada would we have to 
furnish the plates? 

MR. SCOLL: Well, our feeling about that is 
that we would not enter into any contracts in which 
we had to .furnish, steel that would be taken away 
from our own yards . We wouldn't do that. The 
Canadians do have some steel production of 1h air 
own. 

B.lof. JR: Isn't it true that anf ateel you 
furnish would be taking it away from our 01111 rarda? 

JIR. SCOLL: I un 't answer the t queation. 

H.Ll.JR: I should th.inlc eo. 

liR. SCOLL: If there ia &nf I be.Lieve tblt it 
ill a 11111aJ.l uount, but I would want to check on that. 
In fact, we a.re checking on it now. 

H.K.JR: Well now, have you an appropriation 
to pay for those? 
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liR. SCOLL: Yt~, we han an appropriation to 
1'&1 for probably tt. whole aount. I btl1nt that 
11 ao. 

liR. KIRSCH: The first hundred, not the addi­
tional ships fOU apeak of. 

llR. WHITE: The General raiees the CJlUtion 
with reapect to the equipment that is used in these 
shipbuilding plante,-.•chine tools, and ao for th. 
Those are obtai ned frOIIl the United Statea'l 

· liR. SCOLL: Most of theee plants, General, I 
believe·, have made a veey small amount of additional 
facilit,. construction. I believe that there are two 
or three "ft1"S to be built in Clle 1ard in llontreal, 
end I believe that is the sum total of the new 
facilit7 cCilatruction that is required. 

H.M.JR: Would you think this over, on the 
assumption, Which m&f not necessarilf be so, but 
let's just assume that fOU entered into this original 
agreement in the spirit of the ll7de Park agre-nt, 
which I happened to instigate, and in order to assist 
the Canadians, both with tile exchange and to use 
ever,.thing that they had - now let's just aaaume that 
thair exchange position is adequate - I mean I juat 
don ' t understand how fOU would decide to gin them 
an order for another hundred ships up there, using 
this other case I read .a rout in the paper, but fOU 

wouldn't give a ship7ard in Louisiana an order for 
a hundred or two hundred ships. 

I mean if the H7de Park agreement - if that 
idea ns no longer necesaaey and Canada is all right 
for a while and thq do.n' t need anr more orders - I 
em just assuming, I am not aaflng 1t is so - if fOU 

had that infol'llla ti on how would fOU decide about 
placing additional ships with than? 

• 

• 
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KR. SCOLL: Well, i! the exchange qu11t1on were 
moot md the Canadian• were goin£ to bll!ld the· ahlpa 
anyhow, then the quution 1r0iil.d lie ODI o! polioy aa 
to whether or not there were other reaaona for build­
ing those ehipa there, euoh u, perhapa, aoae other 
reaaona why the Canadians wouldn 1 t build them unleu 
we bought them. There is the exchange queation, and 
there might be aame other ~ueatione, 

We would not build the a~a, I do not bellen -
of oourae I can' t apeak for .t. ral Land and 
Commiaaioner Viokery1 but I think their !eelin2 1n 
the matter is that t.nq would not build the ahipa 
to take away auppliea from the United Statee con­
struction. That wouldn't •Ice aanae, to deprin our 
own yarde to build ahips in Canada, certain~ it 
Canada didn't need any exchange , 

J.IR, WHITE : Would you assume that Canada might 
not build thou ahips and leave the capacity idle 
unleaa ahe could aell them to the United Statea? 

13 

J.IR. SCOLL: Well, I mean that is aomething - that 
ia an UIUIIption thet either o! ua might •ke that 
might not be broua:ht out by the !acts. I mean, we 
would have to tin <1 out whether Canada would build 
tha or not. That ia something I oouldn' t an ewer, 

H.ll.JR: Would you do thia for 11111? Would you 
reexuine the picture and ask .t.dairal Land to re­
examine it, and before he goea into 1 t I would like 
to have a c:t.nce to ei t d01111 and talk to hlm about 
it. 

MR. SCOLL: Yea, sir, we are doing juat exactly 
that. 

H.K. JR: I mean before you place a large order 
with them I would appreciate it lf you would consult 
with the Treasury on it, 
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KR. WHIT!: Jlr. Scoll has intol'Ud ua ot thil 
veey thing, and I think that the •1 he 1a doing now . 
ia right 1n line with your requeet. 

~ H.ll. JR: Is that correct? 

llR. SCOIJ.: Yes, air. 

H.ll. JR: .lnd you won't h&ve anJ trouble here. 
I mean if he calls up in the morning - I mean as far 
as we are concerned - we will giTe you Yta or no 
before sunset. You won't h&ve anr dela;y here. · 

l!R. SCOLL: Our policy ia to work -reey closely 
with your office, ·ana we hue been doing ao through 
l.lr. White. 

H.M. JR: Good. Does anybody W&Dt to ask the 
Maritime anything? 

• l!R, J<NES: No . 

H.ll. JR : .lnybody else? 

MR. KIRSCH: Just one other m&tter, Kr. Secreta1'7, 
and th&t h the m&tter d ship repairs - other than 
ship oonatruction. We &re repairing ac:me ships, 
partioul&rly Russian ships, under Land-Lease, in some 
Canadian J&rda. Th& t 1a a m&t ter of our 01m con­
venienoe because of lack of shipping facilities along 
the coaat, the weet coast, and the m&tter of saving 
the time J.n placing these repair W>rks in the yards . 

H.Y.JR: I would say th&t is perfectly proper, 
and I would go. right ahead with thit. 

l!R. WHITE: How much ia involved in th&t? 

KR. KIRSCH: Well, ahip repairs, depending on 
the damages, might run anywhere frc:m tan thousand 
to a million or more per ship. It ia quite likel7 
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in the course of a 7ear we 11&1 have repai r work dale 
in Canada that 11&7 1."1111 troa twency to !1ft7 or lixtJ 
lllilllon dollara. rbre h no telling. 

H.){. JR: But it is BOMthiDg that the7 OGl cW 
better and quicker? 

MR. KIRSCH: Not thet the7 cen do it better or 
qu i cker, but we need their facilities . 

H.Y.JR: We need their facilities . I wouldn't 
question that . 

)lr. Jon~a , are you going to bu7 an7 more 
aluminum or aeything up there in Canada? 

UR. J(J{ES: I think Yr. Bridgman ia in .a better 
position to diacuu our metal purchases than I. You 
han got the memorandum with you? 
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WR. BRIDGUAN: Yes . On aluminum, J£r . Secretary, 
I don It think we wi 11 be placing anr more contracts j 
but the amounts that we will be paying out do increase 
ney rapidly from this year to the next. The total 
expectation, for instance, for '42 on aluminum is 
forty- five million, and they jump to nipety million 
in '43 end a hundred and eight million in 144. 

Of those lUlU a certain 11110unt has been prepaid; 
aixt,- eight aillioo ti ve hundred thousand haa been 
pre"P&id. That would come off those figures, thirtem 
million off this 7ear and twmty-five lllillion off 143, 
and thirt7 million off ' 44. 

Those are the onl7 var7 large increaaea of which 
we are -r• todq. other aaterialt depend a good 
aeal on tha allocations .a.. b7 the Ccabined Raw . 
Materials Board. For instance, we got in '41 
approximatel7 eix million dollars ' worth of lead, 
and at preient the Ccabined Raw liateriala Board I 
don ' t think ia going to be able to allocate any to 
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the United States for '43 and '44; that the United 
Kingd0111 will need it. So that lll.ght tend to deorea .. 
our !iguree. 

Outside of that we heve no vecy large expected 
increases . We have a great many different aotivitiee, 
but they are amall in the aggregate. 

H.Y. JR: But I was more interested in something 
new, I mean that you haven ' t alreadf entered into . 

)(R, J<JfES: We have nothing new. 

l.!R. BRIDGW: No. I think that if you p1t - we 
are negotiating a nlllllber of new ones, and I think if 
fOU put an increase of perhaps eight million for '43 
and perhaps the same, or a little more, for •44- -

H. Y. JR: What ~ould that be mostly, Yr. Bridgman? 

YR. BRIDGYAN: Lead, r;ino copper, misoellaneous 
small pr0pertiea that are now teing developed. 

HJ(. JR: · For our OWII oons11111ption? 

IIR. BRID<BUN: For our own consumption. 

B.K.JR: Not for Lend-Lease? 

liR, BRIDGKJI: Ho, air . 

H.K.JR: Do fOU want to add aeything, Jene? 

liR. JClfES: No. 

1£. WHITE: Poaaibl1 the BBW might ban some­
thing. Thq han a sort of an onrall picture of 
the ai b.lation. 

llR. COE: Not the BEW in thie case blt the •r 
Production Committee. 
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lfr. Secretacy, we checlced around in the 'ir. 
and HaT,1 rapidly yesterdaf - our subcommittees, 
which haTe representatives in the procurement places -
to aee wba t orders were pending, ancl the degree of 
firmness of these orders T'ries. Some of thla is b,y 
way of goaaip, some of them have been placed since' 
June SO, when good figures are available . There ia 
a big tank deal, sixty million dollars pending, and 
there ia- -

B.K.JR: Jlay I intel'rupt you? Now, who is nego­
tiating that? 

IIR. COE: This is be1118 negotiated, Ol' being 
disousaed, rather, with our Jrmf procurement officers 
through the War Pl'oduotion subcommittee. War Produc­
tion Committee aubcommittee--

H.W. JR:. I mean, that would be something that 
Gener~l Carter would catch, wouldn't it? 

· GENERAL CARTER: Yes, we have a contract already 
in exiatenoe up there on tanka, and it may be that 
what they are considering is an enlargement of that 
contl'act, but I doubt very much if it can be enlarged 
vecy much because of the facilities . 

IIR. COR: Well, I perhaps should explain that we 
han a oOIIIIittee which includes Perkins, Wilo Pel'kina, 
and the Under Secretary of War, and the Undel' Secretary 
of RaT,r, and then a group of ten subdommittees who al'e 
the actual procurelll8nt officers in the Ari!IY and lfaT,1. 
Thel'e are a good m&Df gun contracts under conaidel'&tlon, 
one fol' as IIUch as twenty million dollars; a good~ 
alll&ll a~• contl'acta, some ten and fifteen million 
dollal' contl'aota undel'Way. There is a new contl'aot 
mentioned on l'adar, which ls really an extended or 
l'eTised and l'eplacement contract. 

Rach of these problems from the point of view of 
exchange is different. In tanks the British and the 
U. S. people went up there and looked ovel' their tank 

• 
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inat&ll&tiona a.nd more or leas told thea that the tank 
profram ought to be changed, had to be changed - the7 
rea ly have a tank assembly program - and suggested 
that they gear in very closely with ua, produce the 
same sort, and looked at it f r om the standpoint of 
using the facilities. 

Now, they are discussing placing an order for it, 
and it is going to require a flow of some equipment -
very little but a flow of components from us. · 

In shells there has been a tendency to place a 
number of the contracts up there because they were 
geared to British specifications, and we tried to make 
the best use of facilities. You could usually - the 
Army found you could usually place the orders there and 
get delivery faster , or in some cases even expand. 

l.IR. WHITE: British equipment for-­

UR. COE: Yes, British specifications . 

GENERAL CARTER: For Lend- Lease? 

MR. COE : Yes, ~. Lend-Lease. 

MR. WHITE: And with respect to the tanks, they 
have been producing tanks before. 

WR. COE: They were producing tanks before, but 
different models. 

WR. WHITE: Where were they going? 

WR. COR: They were going to Britain and Russia, 

lm. WHITE: And now they will produce tanks for us 
with the same facilities though with alternate specifi­
oationa? 

MR. COB: That is right. 

MR. \VHITE: For which they will get paid dollars. 

H.U. JR: What is the ultimate destination of 
these tanka? 
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I.!R. COE : In the case of the tanka and .u;r 
other items in the Canadian progr11111 I think ;you can 1 t 
say. Their M-4 tank is practicallY the slllll8 aa ours, 
and the British now is being brought ver;y olosel7 
into line • . Presumably Britain - thla might interest 
you - we have made a compilation of the ~'Qjdlan muni­
tions progr&m by sources of orders as of thl second 
quarter - as of '42. About fifty percent of their 
orders, '42, are from the United Kingdmn; thirty perceftt 
are on Canada's account itself; and counting this month­
to-month ship arrangement that the ~ritime Commission 
has, roughly eighteen percent is on United States 
account. But that doean' t mean that those particular 
countries will get it. 

H.Y.JR: Well, now that you know we are not worried, 
but interested in this, you will watch it particularly? 

lffi. COE: Yes, we will send you a report. 

H.M. JR: You and Mr. McCabe - do you work through 
this committee or do you work independently with your 
orders? How do you do with Lend-Lease? 

liR. WHITE : Possibly, !.!r. Secretar;y, there is 
just one mor~epartment. . 

H.K. JR: Want to keep him to the last? • 

KR. WHITE: Yes, because he is a sort of over-all 
whereas the others are giving the orders . Yr. Morrison 
~ representing ~. Batt. 

I.!R. lLORRISON: The matters in which Yr. Batt il 
interested have been covered by ~. Bridgman. That is 
to aq, the bulk of the materials purchased in Canada 
under the auspices of whatever you call it, this Materiels 
Coordinating Committee, are purchased by the ~tela 
Reserve Company. There has been one other contract, I 
believe , the carbide contract, that you didn't mention, 
and at least one other under contemplation now that I 
don't know whether Defense Supplies has heard of yet 
involving meta para cresol. I can' t keep track of the 
aaounh of these things because the RFC corporation~ 
deal 110re directly with them as to actual deliveries. 
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I think from the point of view of }lr, Batt the 
operations of the Combllled Raw )laterials Board with 
reference to the diversion of lead, to which you 
referred, he mlpJlt have to have some direction on. 
In connection with this lead diversion, the Combined 
Raw Materials Board has asked me how the Canadians 
would regard this diversion, and I think they were 
loath to make it if it would involve a substitution 
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of sterling for dollars. But~ on the other hand, I 
don' t think the Combined Raw ~terials Board should 
have jurisdiction over the terms of payment. They 
don't usually in other things. I think it is a verr 
difficult question to settle, and they will only be · 
able to settle it with some direction from the Treaaurr, 
or whoever is the appropriate authority to give it to 
them. 

H.M.JR: Now, have you got anfbody else here, 
Harry? 

MR. WHITE: Well , there is Lend- Lease and the 
State Department. 

H.Y.JR: Well, I think the State Department is in 
the same boat I am in. The;y are learning. !ren' t you? 

YR. WHITE: It follows pretty closel;y. I don' t 
know whether you have aeything to add. 

liR. STINEBORER: No, I haven' t . There is sOIU 
small chHken feed that might be saved with t hil know­
ledge . There have been occasions when, more as a part 
of the Joint Economic Committees than part of the 
Department - the question of the British desire to shift 
a price adjustment or a source of suppl;y. For example! 
flax - the other day they made some price adjustaenta n 
which the Canadians get the same amount of - not canadian 
dollars, but I mean, the producer gets the aame amount of 
Canadian dollars, but Canada gets more sterling ·and lese 
U.S. dollars. We had occasion to won.der whether that was 
in line with the ItYde Park pronouncement . We finall;y 
did agree . It will be much simpler when we have this in 
front of us now. 
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MR. WHITE: I think it might be pointed out that 
there is a different aspect between the Canadian-U.S. 
situation and the British-U.S. situation . In the 
British-U.S. situation the United Kingdom simplY pro­
duces up to her maximum capaoitT distributing ln such 
ways as the responsible authorities see fiti and the 
United States Treasury takes the responsibi ity ot 
seeing that she is kept with an adequate dollar balance . 

Apparently the Canadian situation has become 
different. The dollar balance no longer is the fact 
which is most significant, but Canada will sell "things 
for dollars which she otherwise could produce herself 
and put into the common pool. ·I think that difference 
must be bome in mind. J.!aybe they ou,ght to be com­
parable. Maybe Canada ought to produce everything she 
possibly can, irrespective of where the orders come 
from, and then the Treasucy assume the reaponsibilicy 
to see that she is supplied with what may be regarded 
as a reasonable supply of dollars. 

H.U.JR: Let• a hear from »r. McCabe now. 

MR. McCABE: Firat I would like to ask Mr . Ecker 
to apeak because he is our specialist on this whole 
dollar position . 

MR. ECKER: Our interest in this is two-fold. I 
would like to make this clear first, that when we receive 
requisitions from the British, for example, we do none--

H.Y.JR: Pardon? 

laL ECKER: When we receive requisitions for Lend­
Lease aid from the British we do none of the actual 
buying ourselves. Ae you know1 Mr . Secretary, it is 
done either by !rmy1 Navr~.lolantime, or whoever it may 
be, so th& t I do not recall t.hat we have given tb.em 
aey instructions as t o where the orders would be placed. 
That is up to them rather than to us, Now, &a to the 
second point, the big grouf of requisitions which are 
known as Can. -Ex. requisit1ona, they are a direct out­
growth of the Hyde ~ark agreement and have the specific 
purpose of assisting the Canadian dollar position. 
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Are you familiar with those requisitions because 
I wen' t take time- -

YR. WHITE: The Secretary was responsible for 
them in the first place. 

MR. ECKER: I am sorry. 

H.l.!.JR: That is all right . 
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UR. ECKER: It would seem to us, in the light rL 
the information given to us today, the t there no lmger 
was a need for honoring Can.-Ex. requisitions. 

!JR. WHITE: How much have they amounted to in the 
past six months, do you recollect? 

MR. ECKER: I do not have the figure for the past 
six months. I think they have been in excess of a 
hundred millions altogether. That ia a figlire that I 
have recently received which I would like to have 
checked and not actually stated as definite. 

m. VIHITE: The Canadians have informed ua they 
amount to twenty- three million dollars in the first six 
months; f!!sibly you could give us the exact figures , 
Your eat te seems to be much higher. 

liR. ECICI!R: We can unquestionably get the exact 
figures and bf date. The estimate the t .I have is for 
the entire period and showe a hundred and twenty-two 
millioos. 

liR. WHITE: As having been delivered? 

KISS KISTLER: These are wbat, requisitions cleared? 

MR. ECKER: I would assume that these are requisi-
tions cleared by Lend-Lease . It doesn't necessarily 
follow that the goods have actually been bought. 

H.M. JR: Kr. Ecker, I can't quite follow you. You 
say you asked theee various agencies to do the buying, 
but evidentlJ' you ~tive directloos to ths that they 
should buy in CanaCla . 
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MR. ECKER: I was not aware of that, Mr. Secretary. 

UR. l.leC!BE: No, we have watched very carefully when 

the British have put in requisitions specifying the pur­

chase of things in Canada. We have taken the position 

that in the main our pelier would be not to put through 

requisitions for finished articles in Canada to be 

shipped to Great Britain under Lend-Lease. We have made 

an exception or two in that we made an exception on 

trucka lAst winter, but in the main, as Yr. Ecker says, 

if we place British requisitions with Treasury Procure­

ment, for e:umple, we do not specify where that is to 

be procured. 

If we know that the British are requisitioning 

finished articles in Canada we do not honor that requisi­

tion because we think that from a policy standpoint it 

is poor policy to requisition finished articles in Canada 

to be lend-leased to Great Britain. \'le have oade that a 

policy ~d have made exceptions only in very rare cases. 

Now, in the ease of the Anny, the llavy, and the 

Marl time Commission, they have their 01111 direct Lend­

Lease appropriations f rom Con~ress; and in the case of 

munitions and a.ll Naval supplus, and in the case of 

ships and ship repairing, they have the responsibility, 

direct reeponaibility, of determining llhe.t they will or 

will not purchase in C&nada. 

B.K.JR: Could I ask you and Mr. Ecker this? I 
mean~_!rom now on have you - are you in the midst of 

any =portan t deale with Canada? 

KR. llcC!BE: No. 

liR. ECKER: No. No, none that we have under 

considera.tion. 

MR. WHITE: But you get a ocnstant flow of what 

you call these Can.- Ex. requisitions which a.re for the 

raw material which goes into goods to be lend- leased 

to England, They come in from time to time . 
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YR. ECKER: From time to time, that is correct. 

H.M.JR: Do these originate from Canada or from 
England? 

YR. ECKER: No, those are on a U.K. requisition, 
but endorsed by the Canadians. 

In putting in those requisitions they certify to 
the fact that Canada baa purchased in the United States 
equipment or material to a dollar amount for uae of 
U.lC., at least equal to the amount of the total Can. -Ex. 
requisitions that have bee.n put into that date inclu.ding 
the one that is at the time being offered . 

H.M. JR: Wr. Ecker, would you object if, until we 
sort of got the feel of it, on a day-to-day basis 
M.r. 'Mlite and his office could see those aa they now 
through? 

MR. ECKER: Certainly. 

H.M.JR: So he would get some idea as to the magni­
tude of it . 

MR. ECKER: Yea, I would be very pleased to make 
that entire file available to him and ~nform him of 
every additional one that comes e!ong . 

H.M.JR: Would you mind, until we can sort of get 
the feel of the situation? 

MR. ECKER: We have been acting automatically on 
those because of the early instructions. 

H.M.JR: Well, the whole point of this meeting ia, 
should we continue that policy; that ia the whole point , 
should we continue that . 

MR. ECDR: Exactly. 
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H.M.JR: I don't know, but just within the last 
two or three days I got a memorandum from the President 
raising the whole question and that ie why I wanted 
this meeting. 

MR. WHITE: Is it clear, Kr. Ecker, that the Secretar7 
is not suggesting changing this program until further 
consideration, because the inst ructions come froa the 
President on the Hyde Park agreement? 

MR. ECKER: We wil l clear each one with you as it 
is presenbdm advance of any action from now on. 

H.Y.JR: Well, now, let's just go 
if there is anybody I have overlooked. 
have any afterthoughts? Bell? 

Klt. BELL: No. 

around and see 
Does anybody 

H.M.JR: How about the State Department? 

MR. LIVESEY: No, I don't want to comment on this . 
Mr. Berle called me in just at the last minute. he had 
apparently just seen the memorandum and told me about it . 
I haven't even read the memorandum whlch was sent over. 

H.W.JR: llaybe you are unbiased and your opinlon 
would be valuable. 

MR. LIVESEY: J.lr. Berle made some remarks. Of 
course procurement is the thing, but those things 
are obvious. 

MR. COE: Yr. Secretary, could I sar a word or 
two on the other aide of this orders bus ness and suggest 
that .immediately, it seems to me, it is better to 
proceed on the exchange posltion either by Lend-Lease, by 
gold, or in the case of the orders with stricter instructions; 
that no order• ehould be ~iven which merely mean our p&J-
ing for stuff up there which they would otherwise produce 
on British account. 

i n the case of the-- • 
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H,lol , JR: I don't agree with you. 

WR. COE: No, I was going to auggeat one or two 
reason• for that position . 

H.loi.JR: But I aean, if I under~rtand that laat 
statement, I mean - do .TOU mind repeating that againt 

MR. COE: That thel'e ia some advantage, at any rate, 
in operating on the exchange position in terms of gold, 
Lend-Lease, or in the case of orders limiting it to 
instructing our procurement people not to buy where 
Britain - not to bring it up there if it aerely replaoea 
what Britain would buy. We run up against - Joint 
War Production Committee runs up against a good .any 
oases which started out on that basis, where treating 
Canada as a separate country in terms of production really 
left the facilities idle . 

For instance, here was a case that came up the other 
day. A man, .American manufacturer, waa ta.lking with the 
procurement major in the Army and was told that he couldn't 
buy anything in Canada, that this man's plant in the United 
~tates was a bottleneck. It was running to capacity. They 
had a plant in Canada,. of which only thi rty percent of 
the facilities were being uaed, and the Army man, who 
I think waen't familiar - I know he wasn't familiar with 
the ~·· directives - didn't propose to purchase for 
U.S. account any items which he badly needed, and was 
talking in terms of stimulating this firm to expand 
production. Obviously it wa1 more sensible to place 
the order up in Canada if there is no other machinery 
for getting that private firm in Canada into operation. 

Now, at the present tiae there isn't any other 
machinery, as long .aa they don't go under Lend-Lease, and 
we can't requisition stuff for thea. Placing orders up 
there is one way in which we get facilities used there . 

H.loi.JR: W.ll, Frank, no one is questioning that. 
It is Just that I wanted to reexamine the whole thing and 
make sure that we weren't getting the short end of the 
stick. If there are facili tie a in Canada which can 
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only be used b;y ;your placing order• I 10uld stq. off­
hand, of course, place the orders. But, on the other 
hand, if it is something else that maybe somebody in 
England, a little smart, maybe is getting us to place 
the orders and the;y are ducking and Can•la ia refusing 
t o sign Lend-Lease, I just think that at regular interYall 

4t it should be reexamined from the exchange position. 

UR. COE : That was the position I was taking. 

H.W.JR: I don't want an;ybod;y to go out of the rooa 
feeling that the President's policy of the Bfde Park 
agreement hes been changed until we ban had a chance 
to reexamine it and bring it to hi1 attention. 1 would 
carey on just t he sue. But we would lile to w atch it 
from day to da;y. That is the whole purpose of this meeting, 
and then tr;y to get everybody in one room -we can't get 
all the committees - I never heard of ao man;y committeea 
in my life. I am overwhelmed. How man;y secretaries do 
;you need, Frank, to keep track of all of these committees? 

MR. COE: Just two or three • . 
H.Y.JR: You must be good . 

Well, unless somebody has got something else I 
think that i s about all. 

~. WHITE: Would it be possible to scrutinize 
sufficiently the contemplated expenditures so that tbe;y 
coul d center all in one place? What we would like 
to have would be the total in ver;y rough categories . W1 
are not as interested in the items as the totals . 

H.M.JR: Doesn't Coe know that now? 

MR. COE: We do for munitions and will give ;you 
everything we have. 

MR. WHITE: There are the various procurement agenoi11 
here, as well as our own. 
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KISS KISTlER: They center with Mr. Coe. 

MR. Vll:IITE: If we got them from Mr. Jones and Mr. Coe 
and from our own we would get them al l? 

!.\ISS KISTLER: Yea. 

H.M.JR: Wouldn't Coe know? Whet 1a one of yo~ 
titles, secretary to--

J.IR. COR: Joint War Production Committee. 

H.M.JR: Couldn't you get that? 

J.IR. COE: Yea, we will shoot that in regularly. 

MR. McCABE: I do think Mr. White has made a point, 
that we ought t o use the Treasury Procurement, and we 
will take a quick review also ~th Agriculture to see 
what extent we have got the procurement going forward 
in Canada. 

H.W.JR: I would like to aay again I wouldn't -
I am not suggesting any changes today. All we are 
trying to do ia inform ourselves. 

J.IR. JONES: I think this is very timely and 
presents a very interesting situation, and I think 
you are entirely right to watch it and watch it very 
closely. 
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Oh, fine, thank you, fine. Hope yo~ are. 

Fine. I juet wanted to oall you up a.nd 
thank you for all the help you gave ue on 
the tex bUl. 

Well, all right, Henry. It vee a pleaeure. 
We had one terrible battle, aa you know. 

Well , you came out on top. 

Fine, came out in tine ehape, end I had to 
maneuver and operate pretty smoothly yester­
day, but everything worked out fine . 

Well , nobody oan do i t as well as you do. 

Well, that's very kind end I epprec.iate it. 

And we all down here ar~ very much obli~ed 
to you. 

Well, thBnk you eo much. By the way, tell 
R8ndolph Paul he ovea me a cigar. Don't 
forget that. 

Tell Randolph Paul be ovee you a oiger. 

Yeah, I told him that we ' d ~ind up getting 
torty-tive, and be didn ' t think we could 
so - tell him not to t orget that oi gar. 

I'll tall him. 

(Laughs) 

I'll tell him. 

All right, Henry. Thank you eo much. 

Goodbye. 

Goodbye. 

-
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l!MJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Operll tor: 

Graoe 
Tully: 

IIMJr: 

T: 

!D~Jr: 

T: 

l!MJr: 

'l': 

HI'.Jr: 

T: 

l!MJr: 

T: 

HMJr: 

T: 

HI'.Jr: 

Hello. 

July 21, 19~2. 
~:13 p.m. 

30 

M1ee Tully ie w1 th the P~eei~ent 1n press con­
terence. 

Well , ae soon ae ehe oo&s• out, I want t o talk 
to her. 

All right. 

Hello. 

Mise Tully. 

H~llo . 

Morgentnau's the name. 

l4r . Secretary, how a re you? 

I'm alive. 

~:50 p.m. 

'l'ha t 1 a good. Not more than that? 

A little more, not much. 

(Laughs} 

How' e Shang-r1-lat 

Wonderful. 

Ie itt 

Grand. It really 1e a delightful spot. I en­
Joyed it ev~r eo much. 

Good. Do I see Mr. Roosevelt or don't It 

\~ell, you wa1 t till I e~e Mr. Roosevelt. (Laugh e) 

Oh, 1e that the way it i et 

• 
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T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

I!MJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

KMJr: 

r: 

HMJr: 

T: 

HMJr: 

T: 

I!MJr: 

T: 

- 2 -

Tba t 1 e the ~Y 1t go@a. I bave to eee Mr. 
Rooaevel t tirat. 

Oh, ia tbat eo. 

Yea, air, and then I'll ge t you word. 

Well, how wil l I find out? 

After I see hi m, I'll oall you. 

You whatt 

After I see htm, I'll oall you. 

All right , and .•.• 

You eee - be 's tini ehed wi th the prees and be 
etill baa people with him, and I· haven't bad 

31. 

an opport uni t y to take anything u9 wi th him yet • 

I see. 

Ae eoon as I do , I will let you know •••• 

Thank you. 

.••• about the morning. 

\ilba t? 

About the aorn1ns. 

That ' a right. 

r1ne, air. 

• 

I don 't- I don ' t want br eaktaat. I Just want 
t o aee him. 

I eee. (Laughs) All r i ght, tine. 

Thank you. 

I'll call you, air. 

Goodbye. 

Goodbye. 
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Opera tor: 

IDIJr l 

'!'bOMI B. 
McCabe I , 

IIMJ'r: 

M: 

IIIIJ'r: 

XI 

RliJr : 

M: 

IIIIJ'r: 

"' 
1111Jr1 

•• 
lilur: 

•• 
IIIIJI'I 

RoUo. 

Mr. XoCuo. 

Rollo. 

Rollo , Mr. llooretar;r. 

Jul;r 21, 1942 
4:55 p.a. 

llow aro ;rod two th1qe, Mr. McCabe - I 4oa1 t 
kaow ••~•r ;roa ' re. toUowi, th1e r equ .. t ot 
OVI pii'IODall7 or aot , bat 1 4 l ike tO get a 
•roe• or •no• oat ot roar people 1n 1'1181'4 to 
~*lac eUYir tor oo1uc• to ID&lan4 aa4 
Aaaual1a. 

Yoa, a1r, ••'•• beoa liD~' to4a;r, · an4 ••'•• 
boeD oa -1 t t or eeYezoal 4a;ra. 

Do r ou ~1nk I mcht get an anewer 1a a 4a7 or 
aot 

I'a ha•1ng the - our pol1o:r ooaa1ttee - a epeo1al 
aeot1ng oalle4 toaorrow aorn1ng at ton-t1tte~a 
to tr, to cet a •ret• or •ao• • •• • 

Goo4 • 

•••• reooa.ea4at1oa beoauae I waat e4 to troa a:r 
on aJICle here to cat a reoo-ea4a Uoa troa a:r 
owa pol1o:r ooaai tt11 before I ••.• 

•••. aa .. ere4 Uaa '· 

I tll1ak 1 t 1 1 C01ng oa t- Welke aow, 

Yea. It'• - I talked t o Ba1'1'7 lfh1te about 1t 
aca1a th1a aora1q. 

leah. 

1, . •.•.• 

lfoll, U waa a:r 14aa to oall r ou up, aot h1a. 
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)h 

Mt 

IIMJr: 

)(: 

IIMJr: 

HI 

IIMJrl 

Ml • 

HMJrt 

Ml 

IIMJrt 

)(: 

Mt 

IDLJrt 

Mt 

IDLJrt 
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- 2 -

Iee. WeU, rq teellJIC h on that I bate lU:e 
deuoe to del&)' an an.wer 'o a qu .. non like •••• 

•••• like tllat, but I did want to be ab1olutel7 
1111'1 ot rq ground before I la14 '1••' or •no• 
on 1t. 

Well, that'• fair enoup. Do {ou think •1be 
toeorrow we get a '1•• or 1 no t 

I think toeorrow attel'lloon •• oan S1Ye 7011 a 1 Jel1 

or 1 no 1 on 1 t. 

Iou •••· ••• 

!he - the pol107 oa..1ttee put tbat under a 
epeo1al oo..ttt11 under Pred Ioker •••• 

Ieab. 

•••• to etu4J all the Yar1oue ana111 ot 1t, and on 
hie "reoouenda Uon today I alke4 h111 to call a 
epeo1a1 lleet1ns to11orrow 11orn1ns to oone1der 1t. 

Okay. 

But that'• a tr1oky one. 

Ieab. 

(Laqtle) 

All r1pt. low one o ther thins - I sot word 
thl'o1lch Oliff kok you etopped ua troa b11J1n& &DJ­
uu .. tor lba1l1a. h that a - 11 that for • .,,..,_ 
bo4J or waa that Jut tor ut 

It etopped •••17bo4J •••• 

Well, I know we cot word we lhouldn' t buy an7th1ns 
aore for Jbaee1a. 

Iee. 

Wae that Juet tor 1'1'eaiiii'J or doll tba t so for 
IYerybodJt 
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lC I 

JDIJrl 

lCI 

JDIJr l 

lC I 

JDIJra 

XI 

lCI 

lOUr: 

M: 

lCI 

D.Jr1 

lCI 

JDIJJ'I 

•• 

111Jr1 

lCI 

- ) -

Well, that roee f or en11'7bo4J. !he - I peee ro• 
kiiOW that Wbole p1 otve. 

lo, I 4on't. 

Well, eYel'ftb1ft11 e been e~t off •••• 

Y .. ll. 

•• • • exoept to the eouthel'll por t . 

I eee. 

An4 t ba t aeane 1netea4 of oper aUq on a t1ft7 to 
e1xt7- ellip bae1e a a oath • • •• 

Yeah • 

•• • • 1t1 e 4ovn to twelwe elllpe a aonth. 

lC7 Go4 ! 

An4 the queet1on there 1e 101118 t o be whether we 
oan get th e Bl'1t1eh to S1Ye ue another ooDYOf w1th1D 
the, ••7 • the next aoath or two. 

On the aorthern r outet 

Yee. 

I •••· 
W.U., 1t '• - the tll1q llae pereoaall7 been 41ecnaeee4 
lletween the Prea14eat an4 Cbaroll1U . ... 

I eee • 

. . .. aa4 1t1 e- u'e an eztr•elJ hot one, an4 111bat 
We lla4 to 4o -· f1ret DU the Jban1ane to &1Ye 
•• the ll1Cbeet pr1or1t7 1teae •••• 

Yeah • 

.. .. beoa••e we han th1e larse aualler of Dll1'1 
fii'OII - •tJ'VJIC all the wa7 froa here to - to ll:lftllDII4 .... 

Regraded Unclassified



Ill 

X: 

RIUrt 

•• 

• 

- ~ -

•••• and we're baY1ac to woa4 Uipe Uaere aa4 
alao bol4 oer\aln Uipa u Ioelan4. ••• 

Yeah • 

35 

• • • .and then WI baYI Olrta1a lhipa at r ewtoWl4lan4 
waiting tor the oonYOJ • • • • 

Yeah • 

• . • • and then .t~at we - we a eked tbat ah1p8eate to 
the por t e oeaee exoept uader 41reot1oa ot the 
h1p .. t pr1or1 t7 ~1qe. 

I •••· 
All4 tbat aeane tbat Wl t1l the wo1'41 1 P"lll cnat 
that we jaet - I'd s o ea17 on pro01U' .. eat. 

Yeah. 

Tbere'a no det1a1te - I aean t h ere ' • - 1t 1 a not 
juet been l aid down hard, hol d and t a et • .•• 

Beoauee we • • •• 

r or d1ploaat1o reaeona, we d14a1 t want t o do taat • 

I eee. Beoau11 we baYI an enoraoae aaoun t ot etlltt 
oa haad tor •.•• 

Yee, I know tbat. 

WeLL, I J••t wae oar1oue. 

Aad tha.e• 1 no thine we oaa do on tba t exoept J••t 
wait tor 4 .. alopaeate •.•• 

Yeah • 

• • • • aad we o•t to aan eoaeth1q 1n a tew 4a7• 
•• the th1q1 1 a 11 ttle better cleared ia 
Londo a. 

Geed. 

Aa4 r o• ltnow oer\aln peopl e are oontel'l'1nc thara 
aow. 

• 
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JIIIJr I ., 
JIIIJrl 

M: 

IDIJr: 

M: 

1111Jr1 

IC : 
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- 5-

I II.JIOW. R1p t, 

'fbat1 1 the dtuaUoa. And Oft that- Oft thU 
other .. tter, I'll ba~e a- I'll-.~, a 4et1a1'' 
atat .. eat tor 7011 on tbat to.orrow atterwooa. 

!bank 7011. 

&ball I oall 7011 or 8a1'1'7 Wblte when ••···· 

You alght oall - e1 ther oae. 

All r1pt. 

'fbaftk JOII . 

'!hank 7ou, Mr. leoretai'J. Goo4bJe. 
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IOM 

TREASURY DEPARTMENT 

~DIVISION 

WASMI!Mmlfl 

hlT 11, lNI 

'liatl't h · nWttH llernitll tile .,...atiq report 

of IAM-Le&lt plli'WIII for tile wet nAel l'Dl7 18, 

).J42, 

3'7 

!lle letll'llbatloa u te aetll•r alltoaUtu 1P 

prl orlti .. will be paatH l17 tile .. J'J'tlllotin ltut 

to ••~•• LeDl-Lea•• 1teel requlr ... :at• 11 1tlll ptal­

lq, I talba witll llr. KoCabe, .lttlq tna-Lean Abb­

latrator th11 aftetaoo:a, aD4 he propo••• to il1oa11 tilt 

attll' t-PPcnr with O.ural Clq ui lfr, llltr1Wt, 

\ttll tf tile ~ ..a Ia~ llaltlftl Boll't, ul Jat will 

•4ll111ue tllat .it 11 , .... ual to llan a lefWte ...,_ 

art1J1c of Laa-Le&" 1t11l requlr-t• if • ante 

Jlaa a UlppiJic Jll'fll'... I wUl Ptptri te Jft tM ft• 

llllt tf tJat •llf•••••· 
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TIIKISOlll! I&PARDDT. PROOUREKDT DIVISICif 
8!1'l'IIIDT C6 liJ.OO~'fl OtiS, <Jill GlTICl'IS ( PURCIIl.S!S) .lHD 

IZLIVIRI!S TO FCI!l!lGI GOYIRJOII!NTS H U. S. P<mS 
IS OF JULY 18, 194.2 

( Ia )(llli Olll of Dollar I) 

tot&l n. r. lbyaia WJI& 
$56.4 
(·56.8) 

Undiltribatea l 
Mlaeellep•QPI 

J.llooatiou f1768.8 
1698.7) 

$976.4 
(953.8) 

Puroha1e Authorisa-
tion• (Requilition•) $1812.0 

(1272.9) 
Requi•1t1oa• C1tarod 

for PurohaH $1256.4 

$868.8 
(885.4) 

$827.5 
(810.8) 

~gatioa& (Pur­

····> e0111nritl to ror-
tign GoTe .... Atl 
at u. s. Porh 

(1280.2) 

$1198;8 $817.6 
{1171.2) {801.9) 

• 471.7 $877.2 
( 454.9) {862.8) 

$486.2 
(419.0) 

$895.5 
(884.8) 

$876.6 
(866.9) 

$385.6 
(324.0) 

$ 72.7 
( 70.8) 

$46.8 
{46.5) 

$46.5 
(46.4) 

$40.0 
{89.9) 

$20.0 
{20.0) 

$1.6 
(1.5) 

$298.2 
(268.0) 

• 6.4 
( 6.2) 

f 
f 
f 

5.8 
6.1) 

4.0 
8.9) 

1.8 
1.8) 

*Delinrin to forliP- pnrBMnh at U. S. Porta do not 1ne1ude the to~~~~&ge that il either 1n 
1torage, •1a-tran11t• 1torage, or in the port area for wbioh aotual reoeipt• haTe not beea ro• 
oeind !rca t~ foroip gonPDUnta. 

Jott: Figure• in pareatha•e• are thoae shown on report of Jul7 11, 1942. 
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Preaent1 Dr • lall LM 
Mr. 'llhite 
lllr. J'ri.~ 

• 

~ 21, 1942 

Dr. lall LM oall.ed at hie Clllll req•1to lllro 'lbit. 41aCIIaH4 

llitb b1a tha (IIIUtioa ol Cbarpo ilmllftiS Nnl.UJI& f1'a tile ~ 

ot pld 1n COillleCtiOD llitb the liqllida\ioa at tho 19.37 ln'UIII '-

lllro llbl.t. laid tbat he wi1becl t. aalto Gloar t. Dr. LM thet tba 

cbarpo wve DO tutor 1n tho dociaiOD at the TroowrT llld thet 

1n fut tbo TrolwrJ cll.d all po.,.ibll to 1'1nd 1-- liT 11h1ob 

t.boir GOIW! ..... tho CbiMio Ocrr&t-at t.lli.l oxplmO• ......... 

IJ1>ob a loophole OO'Cil.d DOt bo fGVdo Dr. LM oa1d that 1>1 

approoiatod perf~ tho poeit1011 at tho Trou1117 ...t tbat he 

'IIU •- tlla CbiMio 111niatr7 of nn.- would DOt think that 

tba abarpo ilmlln4 nro a futor ill tbo dl«< a1- Dr. LM 1aicl 

that he b..S 0- liP to dioC'GII tba q ,..U.OD tJ1 the DI-IUT ,..,... 

...t tho nood f<tr 'fHu1117111'1UJI& a lltt.r to obtaill th1a I'll*' 

!ttr tbo CraDI ~. Mr. llbl.t. laid tbat hi tballCbt t.lli.l bee! 

~ a..t .s- INt. that bo would look iato tba •tt.r. 

39 
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vrp•!W! FSJ1 D!l IIIK'l!!JURJIS nJ.IS 

IIMUzla in llr. llh1t.e' a of!ioe 
Jul;;r 21, 1942 

2t45 PoL 

Preaentt ~. laD LN 
llr. "elite 
llro Pri~ 

• 

Jul;;r 21, 1942 

~. laD LN oalle4 at h1to - req••t• lire lbit.e 41aC111Ne4 

wit.b IWl the qu.ation ot Cbarpa ilml1ft4 .....UUzla tra tile ea1e 

ot plll 1n ccnmect1• witb tbe 1J.q'&14at1• ot tbe 1937 o.rraaa-t. 

llro lbite aa14 tba~ be U.bacl te &lite cl.aar te ~. LN tbat tbe 

char ... ....,.. 110 facwr 1A Ula 4ec1a1• ot tbe '1'Huv7 &Dol tbat 

1A fact tile '1'HuvT ct14 all pouil>la to t1D4 •- - by llbiob 

tbq coal4 - tbe Cb1M.e ~ Ul1e ~.. a.. ... , 
a\ICil a lOOJ)bola 001Il4 DOt be foanle ~. LN &&14 tbat be 

appreciated pad~ tbe poe1t1on ot Ule Treu1117 &Ill tbet be 

.,.. .- tbe Qrl "Me MlD18tl7 of n- ,..ulc!. 110t tb1* t.bat 

the cbar ... iaYolftCl wve • factcr 1A tile...,. .. _ ~. LN aa14 

that be bad o- 11p w 41aoua the quani,oo oL tbe __ .....,.,..,.. 

aal the Z»ad t• freulllT 111'1 t.iA& a latter to obtain tb1a paper 

fCl' tile er- c • "'. Mr. 1lb:l. te aa14 tbat be tb4lqbt tba bacl 

~baeD cloae but tb&t be '""ulc!. look i.ato tbe Mttar. 

Regraded Unclassified



BOD B•!lJ'7 llorsentbau, ~r. 
secreta1'7 ot the ~aaui'J 
Waablftston , D. C. 

Daar 111' . Seoret&J'71 
I 1111et •t a •tter ott ., o011aoia noe. It baa to do witb tis. 8allk ot ._rioa. I aa aabaMcl of 

81 part 1ft tale tranaaotion . 111' , Crowle7 atarte4 the iftnatta• 
at10D. We diaouaa«a bow •• could •t tis. report& out ot the coaptrollere otttoe w1Uiout the lalowle4ae ot 111', o•cosor but 
we tOUIId 1t ••• necaa••I'J to aake the requeat to bla wbiob Ill'. crowle7 did aftd rece1nd the report& i~iatel7, 111'. Crowlq 
aald Ill', OICoftllor ••• not to le&J'ft who 1ft the Pederal Depoait 
Inaur11110 e Corlorat1011 ••• •kills a • tlld7 ot the report, We 

oTel' the report and toUftd t !:a Bank to be 1ft -ob better poa1t10D tb&ft .-n Preddeat Rooeenlt opeed 1t attar the Blmlr· 
ills Bolid&J and that it bad Ye1'7 large eal'ftiftge, •r. Crowlq directed ua to ti'J .,d tiftd aoaeth1Jl8 wrons. Be ea1d rou can 
al••r• t1nd ~t a Balllr baa too .uob real eetate or 1te appre1e­
ala are ~ b1gh. 111'. crowle7 tbm went to the Pe4eral RaaeM'e 
Board aftd d18ouaaed the •tter •1P Cba1raan Bool .. and b-•• adThed that the ~ ot .-rica ••• 1ft good ooftd1t1011, Be 
tlnnl aa1d be would set Dr. Vifter trca Chicago and •• ba 41d 

mow IIUOb about balllr1Dg be could oon't'leoe bla that the 
••• 1ft poor condition. Be aa1d Villar bad tl:a ear ot lbe 

seoreta1'7 ed that 70u wer e euep1o1oue ot •••rrOile, He eaid 
Ill', O•Collftor waa not 1) la:low that be engap4 Dr. Viner aid he 

p&J bta w1tb out o•comor lalowlfts &JI7tb1Dg about 1t •• bad 4oft& 1ft other iftetaacee, Be ea14 h• ••• aura be could aleo pt t .be cooperation ot •r. ~ Satth, Pree1dmt ot the 
Boataan xat1onal 8allk t n St Lone aa Sa1th bad be ear ot the 
Re,o!'<ot;o~ aftd Sa1tb mew nothing lbout 8anlr e:ua1Det1011e ae 

••• a Banlrer but set control ot b1e bank tbru hie etc>ck and alao tba t Saith did not like 01&ftftiftl, I 
le1an1ed l ater that Ill', c rowle7 bad etrong baokillg troa ••• 

ifttereata wbo wre fisbt1Dg 111', 01ann11li . 
Ill', crowl e7 told ae about a aeetillg 1ft JOur o tt1oe the 

leet weelr 1ft Jeouar7 IQ:!8 with ~onee, Boolee, ft)lor
1
,Dtu• 

Vifter aftd 0'COftftOI' aftd ••• an81'7 beoauee Dr. Vifter epUle4 
tbe be ana • bJI aakiftg about t be Baftk ot -'-rica and Ill' . crowle7 
41d not want 111'. o•Co1111or to kllow about the eltuat1on. Ill'. 
orowle7 ea1d that rou eugeeted to Jll' , o •C.oftllor that a ••Uq ot tb1i P. D. I . c. be called and that Ill' . crowle7 •Ire• report to t Je Board ot b1a or1t1ohaa ot the Banlr ed that 111'. O' COftftor 
requweted Ill', Crowle" to aalre euob a report. 111'. Crowlq told .. b e would not do a"t. •• he bad no objeot1one tba t would etmd 
up, ana be told Ill', O'OOftllor the bank ••• o•x. Be told ae t o drop Ulen whole tbillg and not ea7 anJtbillg aore abOUt 1t, 

wy greateet eurpr1ee oaae the l atter part ot Septeaber t938 
111', crowle7 told ae 1t ••• ••1'7 ne oeeear7 t o oonT1eDOe 

Preddent and tbli Seoret&J'7 that tba ark ot ._r1oa ••• 
bad c01ld1t1011, Be got the •eeqe to t he Pree14ent and bad 

tbe Pree1dent talre the •ttar up with 70u, 111'. crowle7 aa1d 
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JOU .. nt Ill'. Uphaa to San Pl'an..Co to talra oYer tbe 
Banlr and that auat be a tepped u he did not want till 
utter to I!P tba t tar he ODlJ wanted to uee it •• a 
.. ana ot gett1D8 o•comor out ot tbe wq allll pre•at 
the Preeldent troa appo1DtlD8 hlaCoaptrollar ot tbe 
currano7 • Be aaid be would go to &DJ WD4 to aooa.pliah 
thla aa o•eonnor waa too partloular about •••1'7 aot 
dona b7 the P. D. I. c . &D4 o•CoDDor ba4 oauad an 
1Dnat1gat10D to be •d• ot hta paraonal oolld'IMit 1D 
Wlaoondn allll that )IOU bad tbe report ad be would ha•• 
been aaled to reaip it tba Pl'eeldent •••1'7 sot bh 
balllla on that raportbut Ill'. Jauia Jonaa ad Ill'. lloDrtJI'a 
prennted it going to the Pl' .. idant. Be told • tbe 
report waa in 70ur banda. 

, Ill'. seoretai'J, 1 t all bean a dirt7 •••· B't"OI'JODO 
regard• JOU aa one ot the aquareat and tinea t .. D 1D 
Waabqton and tor that reuon I thoUSbt 70u abould lmow 
the taota 1D t bh oaaa troa one who h aaba.d ot th•. 

1'be Attornq OODaral aant Jlr. RoAle, l .. t. ltt7. 
OeDOral to aalea ooaplata 1DYeat1get10D ot ~• Banlr'• 
atta1J'8 md Ill'~ crowle7 1Dtlaated tbat he waa lDatruotad 
to ti'J and tlDa ao .. tbins irregular • He retumed and 
reported tbat nat"Jth1J18 •• regular and that the band­
ling ot ~· bank b7 the coaptrollera ottioa waa abo•• 
auap1c1on. Ill'. Crowle7 than had a long tlllr witht Ill'. 
OiannlDi a.nd diacuuad the Bclr and be told Ill'. 0. that 
it wu yer7 untortunate that bh Bank bad bean cauaad 
ao auob trouble and be regretted the action ot the 
TreaeUl"J. He told llr . 0. tba t the Co!llptrollar aalred bla 
1D Januai'J ab6ut t he Banlr and be told bla it waa o•z: 
and that the Coaptroller bad eent the Seorat&I'J a "llaaO" 
to that ettact. 

SlDca leaYlDg the TraaaUl"J I ba•• bean told that 
Ill'. O'Connor baa praiaad 7our worlr b18blJ. I teel better 
now that I haYe told JOU ttle atoi'J . Had I Jmom 1D 1ba 
beginD!D8 wbat it ••• all about I wo~d not hue had &DJ 
part 1D it. Por 70u I ba•e the blgbeat adairation, 

Sinoerel7 70ura, 

L. II. 

Regraded Unclassified



ROlf} HEIIRY IIOROBIITHAU, JR. 
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l Grosvenor Square, w. 1. 
July 21, 1942. 

De&r llr. Secret&ry: 

I n.a glad to get your letter ot July 
let and the newspaper apread ot the welcome 
given in our country to the contingent headed 
by Squadron Leader John D. Nettleton, v.c. 
They aeam to have had a grand reception and 
I am ver7 happ7 to know that you teal that 
the tour baa done a great deal ot good. 

With ldndeat regarde, 

Si ncerely, 

()•11- C,_ e,v~\- . 

The BoDorable 
Henry Morgenthau, Jr., 

The Secretary ot the Treaaury, 
Waatdngton. 
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Ia ......_. ...... ,_ le"n el .,., 11, lto, I Ill• 
whb rw .. ...., 1M ~I RIM • I till• ,._ .. ,. ef ,_.,.... 
.s- tel-. floe ..S.Ue .......... ..._.. _.. tr 
.a.. -· .... ........... "'F ..... - ,_ ... ... ... • .-u. ..... -- ... Wl<rl'-l • • .. - ... 
.. ·- ... ...a ..... ... -a... floe---., ... .u,...,.- ,.,..,., ... o...n. IM • .,.. ...... ,.ear 
....,..u ...._ ,......_ ......... u •• , ... .,_. .... 
- _. tell .. 17 et war Ia""- ......... _. · ... 
te...Sac ..... wlta. .,. - .. lrl,, 1 - ,,... .. *' 
Iller. - t111e -a• wan - a ,._ et ...... rw .....,. 
•o feUow. 

n ... ......... ,.. • ..,... .. ......, 11 u at• u. 
'l'r 1 1 rr•• •IP••II•"" fer IMlr epl...U ...,. .. u • . 

Ht..r.lJr, 
• (Sired) .li. Morro\b.ll~t, Jr . 

~ . ...... .......... . 
........ ... ........ a-ll, ... 
'10M ~~e~--.. lllrl.-t. "'• .................. . 

Or1g1nal ! 1l ~ t o Thomp•on 
Photo !1le to NMO, 
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16 
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CONFIDENTIAL 

Jul7 1942 

1 
2 
3 

6 
7 
I 
9 

10 
11 

~~ 
15 
16 
17 
11 

20 

• 21 ,1118 $ 2I,IUI • ~·m • 19,911 "·,. 
211,269 52,617 "'· »·~ U5.9 
27,271 79.9611 67,oll6 72, 119.3 

116,531 126,1195 91,201 "·64>5 121.1 

~1,110 157 .6o5 1J2,~1 l22.w 119.1 
,,~1 201,()56 1511,015 157. 1J0.5 

~9.911 2llo,9711 192.659 111.m 125.1 

~·755 211.7~ 206.523 201, 1}9.1 

,127 }211,156 236.552 2}2,101 137.3 

117,1611 ~·020 259.772 2116.756 1113,2 

JO,l02 ,122 211,7211 271.525 1112.7 

)3,107 ~5.9~ JO~,l63 ~6.~2 1113.1 

31,670 7.599 ~:~; 
317, 1 

~·· .H.659 505.~ m.~1 .2 

21,9~ 527.1 J68, 712 371, 6 1113.0 

53.257 510,11113 317.369 }15,091 111g, l 

U1 f l.cv .. aro 4opoo1to vl\ll t llo !rouvor of tbo Ua1h4 1\atoo oa 

aocout ot Jll'-o4• of aaleo of UaUe4 ltatoo oartaco 'Mo4o, 

lo\01 1'1•roo ba'" lleoa 1'011&4e4 to aaaroo\ \llouao4 oa4 will ao\ uootoar1l7 

a44 to \o\alo, 
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16,122 7.523 leo,ru 116.532 116. 
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l .. . . . 1141,:zl ~:= 71,= 2,~ 2,!127 6M,110 

2 •••.• ~·9 93. 3. 3,510 ~0,1127 

3 I o o o 0 . 350 so,: 79,210 1,~ 3.565 36.115 

6 ••••• 136,205 12, 1 19.767 I, 75 2,~ 919,31!1 

7 .•• •• 671,221 163.951 16o,712 24,510 13, 1,~1.20 

8 ••.•• ~·* 
1o6,000 115,461 15,039 3.190 191.!JIIO 

9 ••••• .319 19,212 112,623 7,107 5,816 655 .... 7 

10 . .. .. 672,218 117,122 107,~ 5.501 5.967 901.~ 
ll ..... 64~,310 121,615 135. 12 2,o62 15,6119 921, 

1~ .. . .. 6 ,913 111,591 91,816 ,314 1,521 SST,131 

1 . ..... 613,000 109,750 102,000 T.n5 10,000 901. !525 

15 ..... 5'18,501 156,626 152,361 12,270 14,535 . .293 

16 .... . 314,250 91 ,6oo 107,100 13,010 19.m 616,615 

17 .... . 555,023 131,010 124,~ 1,371 10, 135.779 

18 I 0 0 0 0 m·'" 109. 552 91, 6,052 9.7n 123,,3 

20 .... . 29. 367 60,200 ~1 .900 4,150 9,885 102,502 

....... 9.195.320 1,719.700 1,755,217 137.994 139.699 12,941,000 

• 
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53 

Amount and etfectiva rete of deducti01111 !rom •eelcly wages for Social Se,cvltl~.1 

income tax 'Withheld at source during 1943, savinga bonds and tax on 1942 

lluT1ed person - two clependclta 
... ~ eullpt10D tor 1Dco11e tax 'Withheld at eource - $43 

(2) 
~~a] (4) (S) (6) (7) 

' 
i ... ~tq : !-tax i 

(8) a.iJipe..c Total : Tax per 'Week: Total 

AnnUal I wage : eecuri.t:y de- 1 withheld I 'IIMir 'Withheld: on 1942 : wi~ld 
1 ductioll gj 1 at eource- ' wage '(Col. l qllllt& 1 (Cole. : inco• 1/ : pl 1942 

+ so> : {2% ot Col. 21 \ 5~ ot(Col. 21 (10% ot Ool.2) 1 3 + 4 • (tax on Col. l: tax,per week 

11 ' -~otl82 ' - 143) I : + S) 1' SO) (Col. 6 + ?) ... 
$1, 200 $24 • • 48 $2.40 $2. 88 $2. 88 

1,500 30 .60 3.00 3. 60 3 . 60 

2,000 40 .so 4.00 4. 80 4. 80 ./ 

2,500 50 1.00 $ o3S s.oo 6. 3s $1.60 7o95 

3,000 60 1. 20 .ss 6. 00 s.os 3 .44 llo49 

3,500 70 1. 20 1.35 ? . 00 9oSS s.28 14. 83 
4,000 80 1. 20 l oBS s.oo n.os ?.12 18.17 

lt!ectift rates 

$1,200 2. 0% 10. 0% 12. 0% 12. 0% 

1,500 2. 0 10,0 12.0 12.0 

2, 000 2. 0 10, 0 12. 0 12. 0 

2,500 2, 0 -~ 10.0 12. ? 3 .~ 15.9 

3,000 2.0 1. 4 10. 0 13. 4 So? l9o2 

3,soo lo7 1.9 10.0 13. 6 ?.5 21.1 

4, 000 loS 2.3 10. 0 13. 8 8. 9 22. ? 

Treasury Dep&rt8ent, D1Tis1on of Tax Research Jul3 21, 1942 

1/.Aaeu...e worker emplo:yed 50 weelal. 1~ ta:rea cot~pv.h4 Wl4er rahe 11: B. a. 73'71. 

y Bllpl.o:yea'e ebara ot payroll tax tor old-age and survivors• ineurance. 

CLH:IIIIl 

\ 
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klount and offeot1"¥e rate of deducUone fro~~ Yoekl)' Y&£88 for tJ. s. Chil sw-· ~ 
Retirement Fund, income toJ< lo'ithheld at ecl'l'ce durtnc 1943, .,.vrngs bona., · it 

tax on 1942 i nooae ' · 

• 

Married per eon, tvo depandenta 
Vaakl.)' ex..,pUon for inc.-. tax Y1 thbeld a t •ource - $43 

8 

I 1 1 Serrtee& " 1 ot I 1 otlll ld 

1 Weokl)' 1 Retlr«ocnt I Yitbh41lcl lplua 1942 tax, 

Annual I lf1l&8 I fUD4 aource I(Col. 3 I : per veek 

woge 1(1 + SO) 1( 5~ ot Col. 5~ of (Col. 2 wet;ea. I+ Col. 4 1 I( Col . 6 + 

1/ I 2) - $43) Col. 2) I+ Col. 5) I I Col. 1) .... , 
$1,200 $24 $1. 20 $e.4o . $ a ·6o * a ·6o 

1,500 ~ 
l . SO a·oo .so . so 

2 ,000 2 .00 .oo 6.00 6.00 ./ 

2 ,500 so 2. SO • ·35 5.00 ].65 $1.6o 9 . 45 

3,000 6o }.00 . 65 6.00 9. 115 }. 114 13. 29 

a ·500 70 a · so l oJ5 ].00 11.85 5.28 1].13 

,000 80 .oo 1.115 8 .00 13. 85 ].12 20.97 

:Ef fecti..., rate a 

$1,200 $24 5 .0~ 10 .0~ 15.0~ 

1 , SOO ~ 5.0 10.0 15.0 

2 ,000 5.0 10.0 15.0 -
2,500 ~ 5·0 ,]f> 10.0 ~·1 J.2f> 18.9~ 

J ,OOO 5 .0 1 . 4 10.0 .4 5 · 7 22.2 

a·500 70 5 .0 1 .9 10.0 16.9 ; . 5 24. 5 

,000 80 5 .0 2,J 10 .0 17. 3 8.9 26.2 

!reaaur,r bipartaent , blYlalo.ll of faz Leea.rCh JUli 2i. 1§42 

}./ Aanaaa worlter -.ploTf'd SO weeko. 19'12 ta.a COIIpoltet ~&Mar raha 1a B. • • 7}]8. 
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H· 
...,.....t~T&TIJIIIf OF SIOBUlRY KORGDWU 

BD'ORI fBI 
SIIAfl FIIAICI OOXMiffll 

JULY 2:5, 1~2 

Leaa thaD a .onth ago the federal Oonrnaent elldlcl 

a fiscal year, carrying expenditures of OYer $:52 billion. 

of which alaost $26 billion were for the war effort. 

fheae were incoaparably the greateet war expendituree 

in our national experience, fhe total a.ount was al.o1t 

twice what we apent in the peak year that followed the 

last World War, and in the final weeka of the fiscal 

year ve vera spending at the rate of $130 aillion a daJ, 

or a dollar a day tor eYery aan, woaan and child in the 

country. 

foday eYen theae expelldi turea baYe been oYerabadowlcl 

by thoae we are incurring and ahall incur in the new 

tiacal year. In the paat three waeka we h&Ye aucceeded 

in puahing our rate of expenditure to $150 aillion a dar. 

or alaoat $5 billion a aonth. In the tieoal year that 

ia beginning we are co .. itted to apend the alaoat incon­

ceiYable aua of $77 billion to win thie war for huaaa 

treedoa. 

fhaae figural are a aaaaure of our fira reaolYe to 

Win the war regardle11 of co1t. !heir aile. aa I han 
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said once before, ehould fri&h~ .. DO one bR~ oar eaeaiee. 

I aen~ion thea a~ ~he ou~ •• ~ of If •~a~eaent ~od&y be­

cauee they bear directly upon ~he problea that faoee 

thie Coaaittee in coneidering tbe fire~ reYeaue bill of 

thi e war . It it onl y againet the bactgrouad of ~h111 

f iguree that ve oan tell whether thie reYeuae bill ful­

f ille• ite purpoee . 

~You wil l recall tha~ in hie Budget Keeeage of 

January 5, 1942, President RooeeYelt aeted for addi­

tional taxee for the fiecal year 1943, ezclueiYe of 

Social Sec~rity tazee, of $7 billion. On larch 3rd, 

I appeared before the co .. ittee on faye &Dd Xeaae of 

t he Houee and presented reco .. IDdatioae for a taz Pif­

graa t o produce $7,600 aill i on in additional reYenue 

froa tazee . On Kay 6th I wrote a letter to the Chairaan 

of the Ooaa1ttee on Yaye and leaae reco .. endin& a re­

duction in personal incoae taz ezeaptione to produce 

approziaately $1,100 a1111oa aore reYeuue. !~••• two 

reco .. endatione toaether iDYOlYid a taz proaraa of 

$8,700 a1111on of additi onal reYIDUI. !h111 aaounte 

repreeentld vha~ I belieYid, and e~ill bllieYI , wae the 

Yery leaa~ ~ha~ the Aaerican people could afford to pro· 

Yidl . 
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1'1lero 0&11 be ao ceaprolliao w1 ~ tllo war azpea41-

tuus wbicb I ll&n o'lltli.a• to yea. lo •e•ot n4"aca 

tboe if wa woulcl. Our nolo effort _.t be to apn4 

aa fast ancl &I offoctiYoly &I poaa1blo in tllo prodao­

tion &ncl use of our war aatorials. If our ozpencl1turos 

tbie year are to reach $TI billion, CH~r receipts ia 

reYenue froa tile people .uat bear aoao rO&IOD&bla rela­

tionabip to that collossal fiaure. If we were to leaYo 

present tazes on the statute boots, the cloficit for tllo 

new !ileal year woulcl be $56 billioa.( !ll&t claficU baa 

to be cut by tbs aost drastic tia4 of self-denial oa 

the part of enry .berican __) 1'o tho utont that n cut 

5? 

it by enlistiDa our current ~ncoee in tazos ancl in eaY­

inga, wo aball be protecting tho futuro oconollic soUDd­

neas of our country and our free iasti tuUoas . 1'o tho 

utont that wo fail, we shall be snctanaoriq tho auniYal 

of all that •• ara fi&bting to prtttrYo. 

It is iatorestiDg to coapare the fiscal situation 

bert witll the situation in Great lr1ta1a ancl O•••d1, 

reaeaberiq, of ccuree, that tblf ban beoa at war 

loaaor t~ •• · Ia tllo1r firtt fall roar of war , D&Pily, 

the fiacal year 1~1, Oee1d1 d.notod 18 percent of 1t1 
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national iacoae h ne war effort ucl Great BrUaia 

deTot14 ~ peroeat. Ia the fiaoal year 19~3. w~iob 

will be oar firet tall year of war, it ie eetiaated 

that the UDited Statee will deTote 50 perceat of ita 

national iacoae to the war effort. 

On the other haad, Oan•da fiD&Dced 61 perceat of 

its fiecal 19~1 •xpeDdituree by taxatioa and Great 

Britain~ perceat. ID the United Statee, inoludi .. 

federal, State &Dd local goYernaente, oaly 37 perceat 

of total t1ecal 19~3 Gonruent expendi nree would be 

fiD&Dcecl through taxee on the b&eie of the reYeuue bill 

now before you. 

I aight add that 1D !heal 19~3 Canada expecte to 

deYote about ~3 percent of ite national inooae !or the 

war, ancl raiee 57 percent of ita expenditure• through 

taxee, while Great Britain expects to put about 50 per­

cent of ita national incoae into the war ancl raiee 

58 

52 percent of ita expenditure• froa taxee. rroa theee 

figuree it ie clear that after two rear• of cle!enee 

preparations ancl war production we are cleToUna to the 

war effort a proportion of our national incoae coapar­

able to the proportion• eiailarly deYotecl by Great 

Britaia aDd Cauda. It 1e litewiee clear, laowner, that 
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we are nbaM.DUallr beJt.iacl tuaa oeutrlea ill tJI.I pro­

porUoa of ov upnllitvea wlllola wa are rataiq tllroqll 

tuee. 

"'n Uoa •r! \lae Ooat of Li~i" 

!axation do11 aore than aupply .oney to f11aanoe 

the war. It doe• aore thaD apportion the war bUrden 

now, once and for all. laatead of le&Yiag it for further 

distribution throqh tau a after the war. Jart1a1 tau­

t ion alao playe an laportant part in pre•enting rapid 

and continuecl increaeea 1D the coat of 11Yiag. !he 

President hal announced a ••••a-point prograa for hold­

ing down the cost of liYing. Oeilinae h&Ye been placed 

on prices. 1'hi1 fact aay han oauaecl ~ people to be 

unduly optiaiatic &bout the future of the coat of liY­

ing. It oannot be too atroqly eaphaallld that 1t the 

price ceilina• are to be aaintained and rapid and oon­

tinuoue price ri111 aYoided, the preaeure of the large 

and ezpan41ag Yolue of oonauer purch&lina power oa 

the diaiallhing npply of good• •st be reduced. 

!o reach the greatest poaaible Yoluae of conauer 

purch&aiag power. the bill now before you include• auoh 

a broad rlduotlon of pereoaal ezeaptioaa that it will 
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affect alaoat aeTen aillion iDdiTidaale wbo haTe n~Ter 

paid direct tazea before. If thia eection of the bill 

ie paaeed ae it ·at&Dde, eoae· thirty aillion incoae taz 

returns will be .[1114 ia the ... fhoal year u apinat 

only 7,6oo,OOO in 19~. loreoTer, theae thirty aillioa 

individuals control the bulk of oon.uaer dea&Dd todaJ. 

!he incoae taz hal, in fact, blcoae a people'• taz for 

the firet tiae in oar hiatory. 

fazes cannot, by theaeelTea, win the battle aaainat 

inflation. The battle ~•t be fou&ht with deteraine4 

and coordinated effort on a&DJ fronts. lffort on one 

sector can be checkaated by tiaidity or half-heartedneaa 

on another. What we do by way of tazation aay be off­

set by 1111 than a deterainld reatraint in connection 

with fara prieta &Dd waaea. levertheleee tazation ie 

an eeeential napoa in the fi&ht ap.inat inflation, 

and wh&teTer eet .. oka aay occur on other aectore of thta 

battle are no ezouee for not uein& thie weapon to the 

utaoat. Increaeee in tazee will, in any eTent, aake 

the price situation 10re controllable and leee danger­

ous than it otherwiae would be. Inflation hae been 

well deacribed u •the ruthleaa proceea whereby eacri­

fice ie iapoaed inequitably upon a people who have 
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lacked ~he UDi~y, ~he Courace &Dd in~elli&IDCe to ia­

poee tba~ eacrifice e~i~ably upoa theaeelYee.• It ie 

for us to ehow that we h&Ye the unity, the courage, aD4 

the intelliaeace to cheot iDflation now. 

!reaspzr Prograa a 11atwnw Pro&rfl 

The idainistration's reYeuue proaraa oallina for 

$8.7 billion additional tax reYenue was preeented ae a 

•ini.ua. I~ ie eYen .ore eepbatically the •err ainiwna 

today. fhe reYenues froa the bill before you would fall 

below that einiaua by approxieately $2.5 billion. 

In presenting ite reYenue prograa to the Coaaittee 

on Vaya and Xeana, the Treasury outlined aethode of taxa­

tion which it considered aoet desirable and appropriate 

to raise the re~ired aaounta. I still belieYe that 

these propoeale are eound and present the aoet desirable 

sources for a reYeuue prograa of this eise. They are 

baaed upon the principle of ability to pay, and they 

aYoid such deYioee aa a general eales tax, which would 

fall with the areateet iapaot upon thoee least able to 

bear the burden. fbe Yarious proYieions of the idainie­

tration proaraa are well known and it ie not neceaeary 

to repeat thea here. I ehould lite, howeYer, to eapbaeise 
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certain pointe which I hope will be eapeci&lly conai4ertd 

by the Ooaaittee. 

1. Special priYilegea 

!he reYenue ~ill ae it atande Yiolatee the baeio 

principle of equi\y which ie eo 1aportant to an all-o•t 

var finance prograa. It does thie by le&Ying certain 

highly priYile.-4 groupe free froa tax on large portioaa 

of their incoae. 

!he first of theee eepecially f&Yortd groupe are 

the recipients of ta~-free interest froa State and aunici­

pal eacuritiea . lxeaption of intereet on State and local 

aecuritiee ie a eerious breach in our aystea of taxing 

according to ability to pay. ror exaaple. in the case of 

one indiYidual, out of a total reported incoae of approxi­

aately $975.000, oYer f668,000 caae froa State and local 

aecuritiee . 

If the bill as it paeeed the Houee ehould becoae 

law, this indiYidual would pay only $ : if, on the 

other hand, your Ooaaittes would adopt ay suggestion and 

reaoYt thie pre-Pearl Harbor exeaption, he would pay 

$ !he exietence of thie epecial priYilege for 
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all holder• of tax-free aeouritiee ooate the GoYernaeDt 

and the people of the United Statu, UDder the Roue 

ratee of tax, about $ aillion a year. 

How oan we expect to obtain an all-out war effort 

fro• all our people if we 80 on peraitting a group of 

indiYiduale and corporation• owning $1~ billion of 8$ate 

and local eecuritiee to go tax free on the incoae frea 

theee eecuritieel We a&.e ae ris8~ to ••k our youag 

aen to giYe their liTes in our defenee if behind the 

linee wealthy indiYiduale are able to eecape their !air 

share o! the war'e financial burden. At·& tiae when we 

are etraining our energies to the utaoet to defeat a 

powerful and ruthleee foe, coaaon decency require• that 

we aboliah theae apec1&1 tax aheltere, and do U now. 

Another highly priYileged group haYing large aaounta 

of incoae exe~t !roa incoae tax are the ownera of oil 

wells and ainea. I re!er to percentage depletion. Per­

centage depletion ia a aerioua breaoh in our eyatea of 

taxation according to ability to pay. ror e~le, a 

leading oil coapany owned a nuaber of oil propertiaa 

which had coat it $3 aillion. At the tiae the caae waa 
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~ ezaained percen~age deple~ion ot $3.6 aillion had al-

a . r-.., been allowed &ad -~· pr.,.rtill atlll had ~krll­

fe.rt•• of the oil lett. 

• 

• 

• 
I oaaao~ belieTe that tb• iazp&Jera of !aerie& 

would taowiaaly tolera~e a proYlaioa of the law whi~ 

allowa owaera of oll and aa• wella ~o deduct froa their 

incoae 27l percent of ~heir aroaa receipta troa .. ~ 

walla--not for oae year . two yeara, or the per1o4 aecea­

aary ~o retara lnYea~aent, but for an uallai~ed period, 

Oart&laly we oaaaot Jnatlfy thia exeap~loa oa the aroaaA 

that 1t ancouraae• explora~ioa and drllliaa for oil. 

hare 11 aran doub~ ~ha~ n haa a auba~Ual effect 

oa oil diacoYery. It would h&Ya been cheaper for the 

Jtclaral GonruiAt to han paid all the ooat of Arr 
nl•--t wll tha~ .... drilled in 1941 tbU. to han al­

l•wed paroea~ge daple~loa and the aaaociated ln~ible 

clrllliaa ezpeuaa. (Ohack for accuraoy). 

A 18&11 aiaori•r of aarrled ooaplaa liYiaa 1n the 

elllt ao-oalled oo..anity property lt&taa receiYe ~az 

UYUtagea wlaloll are 1a no n.y ooun.urah to M7 

apaol&l relaUoalhlp that aay ullt bltweea h&ebu~ and 

wlYII la •~•• States. !he re .. l~ ia a breach in our 
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11•~•• of 1aoo.. tazat1oa aooordtaa '- tle prlao1p1e et 

ab11Uy te 11&7. Jor eD~~t1e, tab a fu111 Ia ala 

~Ja• •• -.. llu a ealUT ef •10,000 at-.r '""tteu. 
If ~he faa11y llu 1te reeJ•,.•• la, eay, O&llteral& --
the faa11y box woul4 be $2,131, while 1f tle fuily 

Une 1a, eay, Iowa, the box wou14 be $2,511t er Pll 

aore. 1 fu11y 1a wll1oll the ~~aae-.. earaed aa 1aoe• 

uouaUD& \e $50,000 a year after fM1aoUoae wn.l.f J1&7 

uarler ~he prepoeed !reanry ra\ .. aiMl eze..,uou aa la­

coae \all: of $21.0UI 1a the ei&ll~ ouanUy pnpertf 

8\aha, nt $27.313 or 30 pero•t aore 1a the e.Ur 

forty It& tee. Ia tlie uUoul eaerae11oy llow oaa we 11~ 

in coaplaoeaor aad eee oit1s ... of the•• e11ht ltatee 

occupy a aore fani'Ule tuule etatu thaa tho•• of the 

reet of the o ... try' 

.l eill11ar1y fanr~le pollUoa 1e sraated uchr 

the la. to the aarr1ed oouplee of the otller forty ltatee 

whtJI iaceae 1e reoe1Ye4 by both hue-..4 aa4 wife. file 

tu of euoh a fuily 1e lower tll.aa the w of a faaily 

where the huellud earae the whole iacoae a1 tll.oqb tU 

faaily uaite e~oy the .... iaooae. 
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!heee &D4 o\her ezaaplee of epecial priYilea•• 

are in\olerable a\ a \iae like thie, when we are ia­

poaing heaYJ \axee on peraone with eaall inooae1 aad 

there ia pretaure for liai\ina waae• &D4 tara prioee . 

The country is in greater dana•r today \han eYer before 

in ita hi••orr . The war 1a now in ita aost critical 

phase, and only by pulling together as a united people 

can we aake the effort that will turn \he tide \oward 

Yictory . it such a tiae aa1 ~ecial priYileae for &D1 

saall group not only depriYes the Treasury of reYenue 

that ia badly needed for \he war effort , but it hinder• 

the war effort by underainin& the aoral e without which 

the war cannot be woa. I ne•er would haYe recoamended 

lowering the personal exeaptions if I had thouaht tha\ 

t hese loopholes were \o reaain i n the law ae a lfabol 

of special priYilege 1n this t iae of na\ional peril . 

2. IJoeas Profits f&z 
!no\her aiailar hindrance \o the proeeoution of 

this •people's war• 11 the exie\enoe of exoeeeiYI prof1\s 

in war \1ae. !here 11 no eaaier way to etir \he 

righ\eoue anger of \he !aerican people \han \o let thea 
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hear cona'-Atly Of IXCIII1Ye war-tlae profltl that are 

not being reoonrecl by a4eqaate az&Uoa. I han aald 

repeatedly that we are 4etera1aec1 to take the profit 

out of war, and the !reaaury'a reooaaendatlona haYe beea 

fraaed with thia 4etera1aat1on iD aiad. 

1D effective exceaa profit• tax doea anch acre 

than produce badly needed reYeaue in tiae of war. It 

also reassure• the aas111 of our faraers and workers 

that 1nduetry 11 not being rewarded unduly for its part 

in the winning of the war. 
\ 

lxperience h&a lhowa, howeYer, that when excees 

profits taxes are too hi&h they aay result in extraY&­

gance and waate in the conduct of bueineaa. It is 

vitally iaportant that we enabll businsaa to produca 

for war purpoeea aa econoa1oally and affic1ently ae 

poslible, if for DO other fi&IOn than to avoid a n.ate 

of war aater1ala &D4 labor and to hold down the coat of 

the war to the Oonraaeat. A bua1aeaaaaa anat plan for 

the future, and for that raaaon we have recoueDd.ed a 

90 percent exceaa profits tax coupled with a 10 perceat 

credit for retura to the corporation after the war. A 
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po1t-war credit to tndD1try will not only encourace 

ecoao-r aDd efficieacy bat at the ... e tiae will help 

toward the rebailding of our eoonoaic life. It ehould, 

of cour1e, be reatrioted in euoh a aanner that it would 

be uaed for the direct eaployaent of labor, the oonYer-

•ion of plant to peace-tiae bu11D111 or for other uee1 

proaoting econoaic 14Ju1taent &Dd growth. 

You will aotice that I h&Ye not uaed the word 

•incentiYe• in thia connection. I h&Ye not u1ed 1t be­

cauae I do not bel1eYe that any buaine1.-an or any 

patriotic iaerican needa a 1elfi1h •inclntiYe• at th11 

tiae . Xillione of our people are willing to pay new 

and genuinely burdenaoae t&lel, to buy War Bonde with­

out stint, and to face rising liYing coste with !rosen 

wage~ and Alariea . fheir only •incenun• ia their Ji:t....:..-,.1. 
sHit reeoln to win thil war and build a better future. 

3. !&I on rretght aDd lrQrell 

One t&l that would be iapoeed by the bill before 

you dir1otly threatena the atability of pricee. !hia 

ie the t&l on freilht and ezprea1 which would &dd to 

the coat of producing and 1upplying practically eYery 

, 
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coaaodity and serYice, In great nuabers of oases the 

added coat would aake it iapossible for busine11es to 

continue to operate under the price ceilings which b&Ye 

been iapoeed aDd the breaches tm the price ceilinas 

which would t.hereby ·oe caused would threaten the whole 

pr ice structure. 

Ooncluaion 

I aball not atteapt today to di seuse t he aore tech­

nicar aspects of the long and coaplex bill before you, 

nor t o enlarge further upon the subjects I haYe aentioned 

already. !he !reaeury staff stands ready, as always, to 
. 

assist you in eYery way possible in carrying out your 

diff icult and responsible taek. I should like, howe•er, 

t o &&ke just one aore appeal. IYery day connaed 1n 

your Ooaaittee's work will lose us substantial aaounts 

.. 

of re•enue under the excise tax portions of the bill . 

Every day that can be aaYed in enacting this will enable 

1t to produce ju1t eo auoh aore 1n needed rennue. IYery 

day e&Yed will giYe our oitisena &dditioaal tiae to adJust 

t heaeelYea to the iapaot of ~he aost eeYere tax bill in 

all our history . 

Regraded Unclassified



- 16 -
70 

I ll&ke ay appe&l here today on broader aroUJid 

than that of reYenne alone. It le ay conYlctlon that 

the people of thll country want a oouraaeoue tax bill, 

and want it with the leaet poeeible delay. !hey are 

ready for greater eacr1ficee than eoae of ue iaagine . 

The onrwhelaing aa,fority of thea, I aa conYinced, want 

us in Washington to show a deteraination that is worthy 

of their own. !hey will be critical of us only if we 

seea to palter or haggle, or if we pay too auch atten­

tion to the deaande of selfish groupe, or if we seea 

half-hearted in asking saorifices of the people as a 

whole. 

Our acceptance of sacrifice on the hoae front is 

a yardstick of our deteraination to win the war. ror 

this reason it ia unthinkable to ae that we should be 

straining eYery effo~ on the production line and on 

the fighUna fronts abroad and at the eaae Uae be any­

thing lese than all-out in the financing of the war 

effort. !his war, aboYe all others, can be won onlY, by 

hard fighting and heavy losses, by the acceptance of 

rieks and depriYations. and by the united effort of 

ciYilians and fighting aen alike. In thie kind of war 

• 
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a tax bill can be a deciaiTe battle . It could be loat 

by narrow Tiliou and faulty leaderahip. It can be won 

by boldneea and courage. I aa confident that this 

Ooaaittee vi~ liTe up to ita hiah reeponeibilitiee 

and keep faith with a united people. 

Regraded Unclassified



'+.d .. ,., ~· '7-l- f - 'f-'L-

lf 'f'-· 
S'l'.l1'BIID1' OF SIORftARY JIORGD1'111U 

BUOU 1'11 
Sll.l1'1 FIIiJOI OOIIIHD 

JULY 23, 1~2 

You will recall that in hie Budget leeeage of 

January 5. 19~2. Presideat RooeeYelt aeked for a4di­

tional taxes for the fiscal year 19~3. ezclueiYe of 

iDcial Security tazee, of $7 billion. On Karch Jrd, 

I appeared before the Ooaaittee on Yaye and Xeane of 

the House and preeented recoaaendatione for a tax pro­

graa to produce $7.6oo aillion in additional reYeaue 

troa taxes. On May 6th I wrote a letter to the Oh&iraan 

of the Ooaaittee on Yays and Xeans recoaaending a Je­

duction in personal incoae tax ezeaptione to produce 

approziaately $1,100 aillion aore reYenue. fhese two 

recoaaendatione together inYolYed a tax prograe of 

$8.700 aillion of additional reYeaue. 1'bese aeounte 

represented what I beliiTed, and 1till belieYe, wae the 

nry lea1t that the Aaerioa people could afford to pro­

Yide. 

It ie oaly against the background of our war expen­

diture• that we can t1ll whether the rtTenue bill before 

you will fulfill ih purpo1e . Ye are now tptndiq 

Regraded Unclassified



73 
- 2 -

$150 aillion a day, or alao1t $5 billion a aonth . In 

the fiscal year that ia beginnina we are coaaitted to 

spend the alaoat inconceiT&ble tua of $77 billioa to win 

thie war for huaan freedoa. 

!here~~~~~~~~~ 
tures . We f\l'"na' reftee thea if we WOIZ • OQ.r whole 

effort .nat be to apand aa faat and &I ef!ectiYaly &I 

possible in the production and uae of our war aateriala . 

If our expenditure• this year reach $77 billion, our re­

ceipts in reYeune !roa tha people aust bear 10a1 raaaon­

abl e relationship to that colloaaal figure . I! the Bouaa 

Bil l were to becoae law it would be neceeaary to bozrov 

froa the public during this !iacal year $ billioa. 

!o the extent that we anliat our current incoae in '-XII 

to cut doVD ·that borrowing, we ahall be protecting tha 

future eoonoaic 10'1UlC1D111 o! our conntry and. our free in­

etitutione . !o the extent that we !ail, we ahall be en­

dangering the sur.iYal o! all that we are fighting to 

preaer.e . 

It ia interesting to COIP&fl the fiacal 1ituation 

here with the aituation in Great Britain and Canada, 

Regraded Unclassified



- 3 -

reaeaberina. of couree, tb&t til., II&Ye ben at war 

longer thaD we . 

74 

I b&Ye here a table of approz1.ate fiauree which 

auaaarisee the e1tuat1oa: 

tie cal • • • Ullihd :Great Britain • Olaada • 
Year • • 8Y,tel_ • • • 
19~1 ~ lS 

19~3 50 ~3 50 

Percent of IO:JI4tl:f'' 11ptpof4 
thr 11 

tlacai : Great Br1ta11l Oenede • Uiii\id • 
Tear . • • 8\&t!l . • I 

19~1 ~ 61 

19~3 52 57 37 

Ill ita firet full year of war, aaaely, tile f1eoal 

year 19~1. O•aeda deTote4 lS perceat of ita aatioaal iD· 

ooae to tbe war effort; ill tbe f1ecal year 19~3 it ex­

pecte to deTote about ~3 perceat of ite aational iaco .. 

to tbe war. In the t1ecal year 19~1 IJreat Jrltala 
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deYo~ld ~ peroen~ of i~a national incoae ~o ~he war 

effor~. and in ~he fiacal rear 19~3 i~ expec~a ~o pu~ 

about 50 percen~ of i~a aa~ional incoae in~o ~he war. 

In the fiacal year 19~3. which will be our fire~ full 

year of war, i~ ia ea~iaa~ed ~ha~ ~hi Uni~ed S~a~ea will 

deYote 50 percen~ of i~a na~ional incoae ~o the war ef­

fort . !hue, th&Dta ~o ~he foreai&h~ of Preaiden~ BooaeYel~ 

and the splendid cooperation of Oonareaa, we ahall in our 

first full rear of war haYe deYo~ld to the war effor~ a 

proportion of our national incoae coaparable ~o the pro­

portions aiailarly deYO~ed by Great Bri~ain and Oan•da 

today. 

On ~he o~her h&Dd, in the fiscal rear 19~1 Can•da 

financed 61 percent of i~a expenditures br tazation, and 

in the fiecal rear 1~3 it ezpecte to raiee 57 percent 

!rca tazea. Great Bri~ain, in the fiecal year 19~1. 

financed ~ percen~ of ite expenditures br tazation. and 

i n the fiscal rear 1~3 it expects to raiee 52 percent 

froa tazea. In 'h• United S~a,ee, hoWIYir, including 

federal, S~ate, and looal aoYernaenta, onlr 37 percent 

of total fiscal 19~3 GoYernaent expenditures would be 
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financed by taxation oa the baaie of the rwrauaa bill 

now before you. It ia clear that we are euba\aatially 

behiad Great Britain aad Oeaede ia the proportion o! 

our expeadUurta which we are raili•u• froa tu~:; .... n..ue - ~~t>Af __ ,w 
frankly, I do aot 111 why we abould not do aa well aa 

A 

Great Britain and Oeaed• . 

T•xatioa and ~he Qoet of LiYing 

taxation does aort thaa eupply aoney to !iaance the 

war. It dou aore than apportion the war burden now, 

once and for all, instead o! leaYing it !or further dis­

tribution through tuea after the war. larUae tau.Uoa 

&lao plays aa 1apor\aat part in prennUng rapid &ad ooa­

t1nued 1acreaaaa in the coat o! 11Y1ag. The Preeidtat 

has aaaouaced a awrea-poiat proaraa !or holding down the 

ooet of 11Y1aa. Oeiliage h&Ye beta placed oa prices. 

Thil !aot a&y h&Ye canae4 uny people to be uaduly opU­

aietic about the future o! the ooet o! 11•1na. It o•anot 

be too etroaaly e.ph&eiaed that i! the price ctiliaaa art 

to be aaintaiaed aa4 rapid aa4 contiauaua price r1aea 

&Yoided, the praeaure of the lara• and expaading •oluae 

o! conw.aer purch&eiq power on the dilliailhiq eupply 

o! goode auat be reduced. 
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To reaoh the areateet poeeible Yoluae of con.aaer 

puroh&lin& power. the bill DOW before you includes nola 

a broa4 reduction of pereOD&l ez.-ptione that it will 

affect al110et eeYa aillion illdiYiduall who han nenr 

paid direct taze1 before . If this 1ection of the bill 

ie paa1ed a1 it 1tand1, 1oae thirty aillion incoae taz 

returne will be filed in the new fiecal year ae acain1t 

only 7,6oo,OOO in 19~. IOreoYer, these thirty aillioa 

indiYiduall control the balk of con.aaer dea&Dd today . 

The incoae taz h&e, in fact, blcoae a people ' • taz for 

t he first tiae in our hietory. 

fazes cannot, by thealelYee, via the battle against 

infl ation . The battle aaet be fought with deterained 

and coordinated effort on aany fronte . Taxation can be 

fully effectiYe only if it ie accoapanied by reetraint 

and self-denial in other fielde . Jeyertheleee, taxation 

by iteelf can aate the price situation acre controllable 

and l e11 danJeroul than it otherwiee would be, and it ie 

an euenUal weapoa that aaat be ueed to the ut1101t . In­

f lation h&a been well deeoribed a1 •the ruthl e1e prooeee 

whereby eaorifice i1 iapoll4 inequitably upon a people 

who haYe lacked the unity , the courage and intelliaenoe 
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~o iapoee 'b&~ aaorifice eqai'-bly upon 'he .. elTee.• 

It ie for Ul to lhow that we baTe the UDi'J, the couzaae, 

and ~he intelligence to check inflation now. 

freaeurr Prograa a Xipiapa Prograa 

fhe Adainietration'e reTenue prograa wae preeented 

last Spring aa a ainiaua. On X&rch }rd, when I firat 

caae before the laya and II&DI Ooaaittee, our total coa­

teaplated expeDditurea for the fiecal year 19~3 were 

$6} billion . Since then they haTe riaen b1 $1~ billion, 

and the total war appropriatioae, authorisations and re­

quests for thie and succeeding fiecal yeara baTe riaen 

by $50 billion. Yet the bill before you would proYide 

onl y $6.2 billion additional re•enue in place of the 

$8 .7 billion we ·recoueadld in the Spring. It would fail 

by abou' $2.5 ~illion ~o reach that aiaiaua of laat 

Spring, which 11 nu 110re eaph&Ucally ~he nry lea•' 

we can afford to prOTide tod&f. 

In preeeatina ita reTenue proaraa to the Ooaaittee 

on faye aad Ieana, 'he rreaaury outlined aethoda of taxa­

tion which it considered 1101t deairable and appropriate 

t o raiae the required aaouata . I still belieTe that 
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these propo.ale are aoaDd &Dd preeen' 'he bee' eourcea 

for a reTenue prograa of 'hie aise. !hey are baaed 

upon the principle of abili'Y 'o pay, &Dd 'hey avoi4 

such devioea ae a general aalee tax, which would fall 

with the greatest iapact upon those leaat able 'o bear 

the burden. fhe varioue provieione of the idainie'~ 

tion prograa are well known and it ie not neceaearr ~ 

repeat 'hea here. I ahould like, however, to eaphaeise 

certain points which I hope will be aoat carefully con­

sidered bT the oo .. i,tee. 

1. Speoial· privileaea 

!he revenue bill aa it atanda violates the baeic 

principle of equity which is so iaportant to an all-out 

war finance proaraa. It does thie by leaving certain 

highly privileged groupe free froa tax on large portion. 

of their inooae. 

!be firat of theae eapecially favored groupe are 

the recipients of tax-free interest froa State and aunici­

pal aecuritiea. Jzaaption of interest on State and local 

securities ie a aerioue breach in our ayetea. of taxing 

aocordina to abili'J to pay . ror ezaapls , in the caae 
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of oae 1Ml't'la&l, oat .r t te* reatrMC San• ., 

approllatelF .,75,ooe, ..---... fl-. .... 
&1111 leoal IIIU'IU... U - "ll U tt JIJII. -

Houee Ocnald lie•• law, tlllt S.U9ft ' tuM ,., .. 

$ : if. •• no otllor llult. rev O...t\t• Wftl• rtiit 
a:r ng11t1ea &ad reM't'e We pr--'earl laftN ....... 

he 'fOlllcl p&J $ • 

!he lfOIIIlell Of tllll t z1 'J ay H .... Ia M-

other ...,. . UMer \u tu ratoa 1a till ..... 1111. a 

pereon wlt~ a eartaz tao••• of $100,000 fr .. 1t~or ...,... 

who holcle a 3 poro .. t taz oz..,t 11carlty reool't'el &I ~ 

net return after t&KII u froa a \&z&ble 11oarlty y1olt-

1ng 20 peron'. no ule\eaoe of '~18 .,..1&1 prl•U• 

for all bo~cllro of taa-free e...rl\111 ~. t~o GoYora­

aent &114 no ,..,lo of tllo •nM ltatee, ucllr tu 

Roue rat• .r tu, ueat $ aUUoa a y.r: aacl 1t wlll 

COl' 1Ull _,. U eu .u'Uiiil t&KOI illfiMI .oro &ad •re 

weal\hJ lllcll't'lDII • Milt tMlr 1-eatuata lllto tlle 

h1cle-ou' Of taz «111ft IUUltiM. 

Bow au n ftllllt to olt.U. aa all-ftt wu effort 

froa all ov p..,ll lt w p ea pera1 Utq a &rOQ ot 

1Jlcll•ldlaal• &ad oor,orau .... s.., $1- 111111oa of ltato ·· 

• 
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and local eecuritiee to go tax free on the incoae froa 

theee eecurU~? • !• arey.!!!a ~.!1:2'1 aen to ain 

their line in~~AA'!~\1;; ia.e Uae we are 

allowing aany wealthy person~b hind the linea t~ eeaape 

their fair ehare of the war'• fiD&Dcial burden. !t a 

tiae when we are etraining our energies to the utaoet 

to defeat a powerful and ruthleea foe, coaaon decency 

requiree that we abolieh these epecial taz eheltere, and 

do it now. 

inother highly priYileged aroup haYing lara• aaouate 

of incoae ezeapt froa incoae tax are the owners of oil 

wells and ainee. I refer to percentage depletion. Per­

centage depletion ie a eerioue breach in our eyetea of 

taxation accordin& to ability to pay. for ezaaple, a 

leading oil coapany owned a nuaber of oil propertiea 

which had coat it $3 aillion. !t the tiae the case wae 

ezaained peroentaae depletion of $3 .6 aUUon had al­

ready been allowed and the properties etill had three­

fourth• of the oil left. 

I cannot belitTe that the taxpayers of !aerie& 

would knowingly aanction a p~oTiaion of the law which 
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allowa owner• of oil and &&• vella ~ deduct froa their 

inooae 27l peroen' of 'heir aroaa reoeipta froa auoh 

wells-- not for one year, '~ yaara, or the period neoea­

aary to re~urn inTea,aen,, ~' for an unliai'ld period. 

Certainly we cannot juatify thia axeaption on the around 

that it enoouragea exploration &ad drillina for oil, 

!here ia graTe doubt that it hal a aubatantial effec' 

on oil diacoTery. It ~uld haTe coat the Federal GoTern­

aent leas than one- third aa auch to haTe paid all the 

coat of eTery wild-cat well that waa drilled in 1941 than 

to have allowed percentage depletion and the associated 

intangible drilling expenaea, at an annual coat of 

$208 aillion to the Treasury and the taxparera. 

!he privilege of filing separate incoae tax returna 

furnishes another exaaple of apeoial tax adT&Dtage to 

aany aarriad couples haTing laraer than ordinary inco .. a. 

In faailiea in which the incoae ia earned partly by the 
• 

husband and partly by the wife and in faailies in which 

inooae earning property can be diTided between husband 

and wife, the tax on the faaily inooae ia leas than where 

the husband or wife receiTea the whole incoae. fhe 

faaily ie the true econoaic unit, and it ia unfair for 
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the uount of tu on 'he faa1ly to nry depell41ng upon 

who earne the inooae or upon who in the faaily hal in-

coae producing proper,, . !bili'r to pay \azee .ust be 

judged in teras of faaily incoaea and not 'he incoaea 

of aeabere of the faaily, the failure to require ~oint 

1ncoae tax returne constitutes a Yiolation of the pr1Doiple 

upon which our tax aystea should be baaed . 

The adoption of aandatory ~oint returna would &lao 1 
eliainate another diaoriaination prewailiQI UDder ezia'- _ 

ing law. Xarried couples liYiQI in the ~iall' or ijil ao- ' -called community property Statea recei•e tax &dYan~aes 

which are in no way coaaensurate to any apecial relation­

ship that aay exist between huabands and wiYea in thoae 

States. For ezaaple , take a faaily in which the husband 

has a ealary of $10,000 after deductions . If the faaily 

has ita residence in , eay, California, the faaily tax 

would be $2,138, while if the faaily liYee in, eay. Iowa. 

the tax would be $2,549. or nearly 20 percent aore. !he 

diacr1aination 11 eYeD aore pronounced w1'h larger 1ncoaee. 

In th1e national eaeraency, how can we coaplacently per­

Bit the oitisens of these co8aQDity property S'atee a 

sore fa•orable tax atatue than thoae of the reet of the 

country? 
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Theee and other exaaplee of epecial pri•ileaee 

are intolerable at a Uae like tlaie, whlll we are 1a­

pos1Dg he&'fJ tuee Oil periODI YUh IDll illCGall and 

there is preeeure for liaitilll was•• and tara pricee. 

The country ia in greater 4an&er today than eYer before 

in Ue hlatory. The war 11 DOY ill ita aoet critical 

phase, aDd ollly by pulling together aa a ulted people 

can we aake the effort that will turn the tide toward 

victory. it such a tlae &llY epecial priYileae for any 

sull group Dot only deprins the Treasury of rnellUe 

that is badly needed for the war effort, but it hiDdere 

the war effort by UDderainlng the aorale without which 

the war O&llllot be WOD. I neYer would han recouended 

lowering the personal ezeaptione, and thua inoreaaina 

the burden on ailliolla with eaall lncoaea, if I had 

thought that theee loopholea were to reaata in the law 

as a ayabol of epecial pri•ilege in thie tiae of national 

peril. 

2. BJCIII profitl SIJ 

Another aiallar hindrance to the proeeoution of 

this •people'• war• ie the ezietenoe of ezceeai•e profita 

ill war Uae. There 11 no euler way to atir the 
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righteoua uger of the !Mrioaa people tbu to let tllu 

hear oonatutly of exoeaaiTI war-tiaa profits that are 

not being reoonred b)' adequate tau.Uon. I han aa14 

repeatedly that we are deterained to take the profit 

out ot war , ud the !reanry 1 a reoouend&Uone haTe 'ban 

t raaed with thia deteraination 1D a1Dd . 

iD etteotiYe exceae protita tax doea anch aore thaD 

produce badly need.& reTene ia tiae of war . n alao 

reaaaurea the aaeaea ot our faraera and~that 
industry ia not 'being rewarded unduly for ita part in 

the winning of the war. 

lxperienoe haa ahown, howe•er , that when exceaa 

protita taxea are too high they -ay result in extraY&­

gance and waete 1D the conduct of bu.aineaa . U ia 

Yi tally iaportant that we enable bul1n11a to produce 

tor war purpoaea aa econoaically and efficiently aa 

poaaible, it for ao other reaaon thaD to aYoid a waate 

ot war -ateriala and labor and to hold down the coat ot 

the war to the Oonrnaent . .l buainaeai&D anat plan tor 

the future, and for that reaeon we h&Ye recouended a 

90 percent exoeaa profits tax coupled with a 10 percent 

\ 
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credU tor rebra w tile oorporaUoa after tile war. A 

poet-war credit to iDduetry will aot oalr enoouraae 

econo-r and efficienor but at tile ... e tiae will help 

toward the rebuilding of our eoonoaic life . It ehould, 

ot couree, be restricted in IUOh a aanner that it would 

be used tor the direct saplora•t of labor, the connr­

aion of plant to peaoe-tiae bueinese or for other ueee 

proaoting econoaic adJustaent and srowth. 

You will notice that I haYt not ueed the word 

1 incentiYe1 in this connection. I h&Ye not ueed it be­

cause I do not belisYt that anr patriotic Aaerican needa 

a selfieh 1 incentiYe1 to produce tor war at thil tiae. 

Hillione of our people are willing to par new and seau­

inelr burdeneoae taxee, to bur Yar Bonde without etint, 
.--;- -

-an-,d~t~o~fac- ~i;rnj;liYing coe~with statio wages and 

aalariee . !heir oalr 1 incentiYt1 ie their fira reeolYt 

to win tllie war and build a better future. 

3. !ax on freight •n1 tzpreee 

One tu that t10uld be iapoeed br the bill before 

rou directly tllreateae the et&bilitr of prieta. !hit 

ie the tu on treiilat and expreet which would add to 
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the coat of produc1Dg &D4 .upply1A& practically every 

co..odity and aer.ice. In creat auabera of caeea the 

added coat would .ate it i.,oaaible for buaineaaea to 

continue to operate under the price ceilingc ~ich have 

been iaposed and the breachea in the price ceilin&a 

which would thereby be caueed would threaten the whole 

price structure. 

Conclueion 

I shall not atteapt today to diacuea the aora tech­

nical aspects of the long and coaplax bill before you, 

nor to enlarge further upon the subjects I have aentioned 

already. !he !reaaury staff atande ready, aa always, to 

aaaiat you in every way poeaible in carrying out your 

difficult and responsible taek. I abould lite, however , 

to lake ~uat one aore appeal. Ivery day conauaed in 

your Ooaaittee'a work will loae ue aubatantial aaounta 

of revenue under the excite tax portion• of the bill. 

Every day that can be saved in enacting this will enable 

it to produce ~uet eo aucb aore in needed revenue. Ivery 

day eaved will aive our citisena additional tiae to ad­

~uat tbeaaalvea to the iapact of the aoat aevere tax bill 

in all our hiatory. 

/ 
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dear Kr· Secretary, 

1 had hoped to haTe a chance, "-­
tore 1 lett washington, to tell you bow 
grateful 1 haTe been tor ' the opportunity 
to work tor you and how aorry I am that 
my work had to be out abort. 

When 1 wae called back from Hawaii 
to help with the new tax publicity pro­
gram whi ch you had in mind, 1 was parti­
cularly pleased that you ehculd want my 
eervicee in that connection. When I 
left Hawaii, however, I knew it would be 
only a few week• before I ehculd be in 
one of the armed eervioee. I beard ot 
an opening in the public re latione eeotion 
ot the llarine Corps which seemed to 
promi se my quickly getting t c the scene 
ot eome act ion , and bare I am, •eomewhere 
with t he llar inee•. 

News from Washington is skimpy and 
haTe lately lest touch with the 

of the tax program - to ~ 
I look forward to bearing the 

outcome ot the sales tax controTerey 
and of the war bond sales driTe, hoping 
the news will be good. 

I learned to appre~iate the 
difficulties of the sort ot tight you 
h~ve been waging. I wieh you eucceee 

·. 

I 
j 

.·-~ - -

., 

I • 
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in that fight and look forw~rd to 
bein& ~n the Treaeury aaain, in 
happier d~e • 

ver, t rul)o youe, 

I~L.~ 
Hubert L. Xerill&t 
2nd Lt • , USXCR 

Marine Corpe Unit # 730 
o/o Poetme.e t er 
San ll'ranohoo 
California 

, 

' 

' 

, 
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U.s. Treasuty lle~ . 
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Ho.:r-a , R&lpbJ b, Creal.ino, o., S.p\. 24, lBMJ • · Jolm and IIIU'pret 
(Coo tello) H,J A.B., Weatern a-w ~ .... , 1816) -rried, ate. C1t;r 
Cl,.b, Claftl&Dd, o., 1il5-l6J port. Me. t.o • c. of._.. n.o. 1918 - JulT 
1918) aeat. to a oc, of war, Jan - .hlna, UROJ aaet. t.o pna. of CleftlaDcl 
TNat Co. , 192o-22J aaet, t.o pree. ot lloUon Piot.llre Proclw:era fr Dl.a­
t ributora of Aarioa, 1922-ZSJ "•P• Cllatbu l'bc1x lat . BIIDJr: fr 'l'nlat Co. , 
1927-29) 2<1 y,p, Preaa PI>!>. Co. (lin York IJcrl.d.), l92~J "•P• 'I'Nna­
-rl.ca Corp. 19SO.SlJ aDO. d1r. J.Y. C-m.tT ~t llince l92SJ "•P• 
!'he Coca Cola Co. lliDCe 19SliJ d1r. 8t.lldebaklar Corp. Printe llt.h Ill..,., , 
u. s. Ant:T, Caep lltW, Ju]T-Sept, UlBJ c-.1. lt. 1ot. at I.iciiJ', rru-, 
Sept. 1918. *-· 1'!11 Bate Kappa <·~·· .tJ.pba ot Obio), O.lta sse­
Rho, Alpha 0.1te Pb1 (ex-treaa. ) P!d. llll.te P!d.. Clu.beo C1tT (Claftl&Dd­
ex-treaa. , u. oec,, ex-<11r. ); Cowrt.IT (WU.III.n&ton)J Coacor<l CoaDtlT 
(ConcorciTI.lle , Fa.)J &n.d Street ( ... York). ..,_, Crestl.ino, Ohio. 
Ottl.ce t 101. W, l OUIS., 'll.laincton, ~1., and 120 Broect.Jr, ... York. 
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"PP' 'PW 

~ 21, 1942. 

You will "call tba t abollt tea cla:r- aco ,_ bAd a oall 

tree Concre...., O..rllart abolat -,. tba .Uoobo1 1'u: otnoe troa 

San Franoiaoo to l'reeno. You .... terre<~. Ul1a •"- to • ...S I 

ueurecl concre- w tbat tban .. no l11rel' booA ot u. 

office l .. 'f'1Da San l'renoiloo. Be tJ.I etatecl tbat a •Jor1~ ot tba 

wori: ot the .Ucobo1 1U Unit aa - 111 U. San Joaquill Valle)' ancl 

uk-.1 it we -.lei eet vp a ~mulch ot tioe U.re. I clilouncl tba 

matter with llr. Berbhit'e 'IIIIo pft • a lilt of tba boadecl­

bolleee, d1et1ller1ae , pl.allte et oetet'e 111 California ancl in the 

San Joaquin v.u.,.. !hie lilt ·- tbat 1 .. tbaD lS percent of 

tb4i work ot our acente -. perto.- in ancl abollt rr..eno . 

Yeeterclar I oalled Ooncraeean a.ame.rt ancl reacl Ilia 

theoe tiguree . Be eaicl U.t &pp&J"etlr be bed - lli.ellacl u to 

the utant ot act1'1'1t7 ot our qente 111 thet part ot California. 

He then uk-.1 • 1! the" •• anr cbeDce at all of oar aeteblieh1llfl 

a brauch ottice in rr..eno anc1 I tole! Ilia there • • not. 
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TREASURYDE~ARTMENT 

secretary Moraentbau 

Kr . White 

ject: Propoaed Mexican Tax on SilYer Bzporte 

1. 'lhe lol axican Oovern~~~ent haa intol'llled the 'l'reaeury that 1t 
plana to place an export tax on ailYer to raiae additional 
revenue needed by the Mexican OoYarnment. Taxea deriYed 
fro:n allver_ lllinlng bave alwaya been an l.lllportant part of the 
revenues of the Mexican Qoyernaent, approximately 15 percent 
of total f ederal revenue• be1na derived fra. auch taxes. 
During the period of low ailver pricea these taxes were 
reduced substantially. With the present increased demand 
f or silver the Mexican Government would like to place a tax 
of about 10 cents an ounce on exported silver, 

Mexico i s the moat Ulportant source of supply for tba 
silver market . More than 90 percent of Mexico• • annual 
production of 75 million ouncea of silver ia exported to 
the United States , and thia constitutes about 70 percent 
of our total importa of 100 million ounces of silver. Even 
if all the newl7-mined domestic silver goes into tho 
market, nearly 45 percent of the enti re current supply 
other than reclaimed eilver would be of Mexi can origin. 
'lhe policy of the Mexican Government would , therefore, 
directly affect the domestic silver market. An export tax 
of 10 centa an ounce would necessitate a ceiling price 
of 45-}/8 centa an ounce in tbia country . 

·2 . Many domestic uaera of silver have been offering 50 
and 60 cants an ounoe tor ailvar in Mexico, and aome silver 
users will probably pay more than 71 cents an ounce for 
domestic allvar. Tbe WPB is 1natitu ting a ayatam which will 
make i t impossible tor ~er1can uaers of silver to buy 
silver abroad and uae it here unless tbey have paid more 
than the price calli~ eatablUhed by OPA.. At present that 
price ceiling is '5-,/8 cente. If Uexico impoaea a tax of 
10 centa an ounoe, the producer in Mexico would receive 
only 25 oents. Tbe aupply of ailver and aome by-products 
metala would be eomemat curtailed. 

We have talked to the WPB and they have aa1d that the 
question ot prioe ia the reapoaaibility of the OPA. We 
have talked with the OPA intol'lllally and they think they will 
be agreeable to raUind tbe prioe oe1l1na to 45 cente . 

Regraded Unclassified
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D1v1a1on ot Kouet&r7 
Reeearoh 

3. Since the Kex1oan Oovel'DIIIIIIlt baa ra1aed the queat10D w1 th 
you, you may w1ah to arrange ~oonterenoe in your ott1oa to 
be attended by the repreaentativea ot the OPA and WPB to 
oftio1ally oonaider the Mexican propoaal. You will remember 
you eaid you would aee Mr. Beteta atter he had talked with 
me about the aubjeot. 

Regraded Unclassified
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TREASURY DEPAIIITMIENT 

Secretar7 Korgenthau 

Mr. White 

11.5 

DAft July 21, 

:sui>J<>ot: Draft no:;e• or U. K. and .t.uatral1J on terma of reciprocal 
aid. 

The State Department baa forwarded the attached copies of 
draft notea on the terms of reciprocal aid aublllitted by tbe 
British EMbassy and the Australian Legation. These notes consti­
tute British and Australian counter propoaala written 1D reaponae 
to the State Department drafts of June 1. The State Department 
drafts of June 1 were written after the aeet1Dg of Kq 28 1D your 
office at which the State Department•• propoaed drafts were die­
cussed. 

l. The present drafts do not ctall for u.s. payment of 
the b&lanoe due on B.P.Il. contracts. 

This wu th~o1Dt debated at t he meeting of May 28 , 
the concena of opinion being that the clause 
calling for a action should be dropped from the 
draft. . 

' The Auatralian draft, however, statea: •regard will 
be bad to the effecta that may be produced on the 
general Auatralian economy,• end tbe notes to the 
draft written by the .t.uatralian Govel'DIIIent, explain 
that 'the .t.uatralian Government deairea that the 
United Statea ahould tranater to Lend-Lease as much 
aa poaeible of existing Auatralian cub contracts 1D 
dollara tor war and esaential civil aupplies •• •••• • 

2. Both of the preaent drafts introc!uce a proviso that 
the financial obligation falling on e1 tber party sb&ll not 
exceed his financial capacity ncr be aucb aa to hinder hie 
war effort. 

~ . Both add adm1Diatrative expenaea to the liat of items 
not to be provided. · 

Thia 1a baaed on Lend-Leaae precedent. The previoua 
liat waa troop pay and allowances, and local purcbaaaa 
not aada through official cbannala . 

Regraded Unclassified
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4. Both omit the clause providing tor the extension ot 
the arrangement to others ot the lhai ted Ratione. 

me effect ot this om1aa1on will be to make more 
difficult the conclusion ot Lend-Leaae arrangement• 
between members or the United Hationa other thaD 
the United States . 

5· The Australian draft limita Auatral1a1 s obligation 
to provide supplies and servioes tor construction ot 
militarr projects outside Australia e.xcept "in such other 
caaea as mar be determined. • 

The orig inal drafts called upon each e1gnator,. to 
pr ovide euch supplies whenever thoae euppliea can 
be moat effectively procured in the eountr,. concerned. 

Thero is also attached a copr ot an earlier Australian note 
written bJ the Australian W1niater bef ore he had received instruc­
tions from h ia Government. The Mi niater• a draft 1a of little 
inter est a t thia time , but it ia . eaaent1allJ similar to the final 
Aua tralian draft. 

Regraded Unclassified
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Dear B&J'I'7r 

~~ 14, 1942 

I _,_ oopiea ot clrat\ DO'- aD N01ptooea1 

ld-J.- eSd 'lloiab ...... 11 .... - ~ "' \be 
BriU* ...,...,. ...S tile .lunraliul IAca''-· DieM 
are beNd oD tile ct..na 'lloiab " pr-\ecl to tbea Oil,_ 1. 

l.a 1\ •- cleeinbla to OODel.lade tbaN ....,U.. 
aucne u qo&i*lT u poalll.ble, I aboalcl be patehl 
it ;rou oould -to ... otnoe to cliaoua tile M\Mr 
ai 2r30 OD DJauodq an.-, .J~ 16. I • alao -*1J1r 
\he lfar &Del • ..,. Dapar~ouDu, tM Boant ot ...,_o 
Warfare, &Del tile Otnoe ot IArD-LM•• Ad111.111nat10D 
to be repr.eciecl. 

1J.7 

Regraded Unclassified
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'IIIIich web &14 11111 ~ •lftlatecl ntb \boo .a!Dteame 

of tlloee foro• b.r b llnl.hd 8\atea Oonr-11. 

1. 1lbU'e .,.,...Ute, cleollllae u ... b -· 

etteo\iw ... et ~--- lllaU be _.. SA -, pu...s 

-.. - pl&a. tor w!mdnc the war. 

2. .. to t!n ... etJW tile Jll""1e1GD or aab &14, w!.tllia 

tboo t1elb -'iODed bel.Gor, 1\ 1e 111r ..SorriMIIS.. tile\ 

the Jtllel'lll prSAolple to be applJ. .. , nbjao\ to ilbe Nnl!~al 

11ab111Uea fal.l1Jir OD a1tb&l' par\7 Dot 'be1nc SA _ .. 

ot tba1l' t1Dao1al -.u1117 .,cl -~ aala u to 

IWII .. tba11' ,.... erto,., 1e tbat. u larse a porUoa u 

poaa1ble ot \boo &I'Uoloe &1111 ....s.- to ~ prcm.S.S • 

•ala Oot-t \o \boo ••ar lb.ll1 ~ SA b t- ot ~ 

1'00&1 &14 ao \boot the a ... ot aaob OoY-t tor the 0111'-

1'&1107 ot tile ot1>er·•7 ba r•Ded to a ... ,_, Iii 1a 

aeoOl'cl1nclT 111r 'GIId......U.,. that tba 11111\ecl ltetea ao ..... 

-' 11111 ~. SA aooord&oantll tile pr<nilllae ot, 

&Dd to \be -'-' ~ ....... \be Aot ot ..... u, 
1941, tAe ....... ot 1h ..... ptodDII\1• .... .,...,...,e to 

\be Ua1t .. liJ!cdoa. !M aonr-11 ot ~ IJDit .. J:~ 

1l1ll pi'Oft4a GD \be - ,_. &1111 u roaiprooal &14 ao 

_.. ot 1\a 11111' prodlloUoa .... ..-n +le -.. tile UIU\ed 

Stat. u u llllt.Mn- 1D aoool'Cieoa w!.tll tba J.cr• 11 

ot F.....,. 23, 1941. 

3. t'lae OO• t or tile 11111\ .. ~ 1l1ll prcm.4e 

\be 11111\ecl aatea or 111• ....... t- 111.\b \be tollRiDI 

_,.. ot ... iataoe, u .... NOiprooal &14, .. u 1a 

fnld \bat tbq ou _, ertao\1-nlT ba ,.._.... SA \boo 

'CIIIlMd 
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Un1W liJIIdoa or 1A Yle 111'1\t.lb ()e'l-del -"'•• 

(a) IW.it&J7 ~~t. -s.u .. ..s .IIU1t&J7 ..s 

Daftl ...... 

(b) otber .,.pllu, aten.W, teo111\IM Md-

1oM tor tile 1JII1W St&\M t ol'Oila, exoep\ tor 

tile ~ llDd an •o• ot .,.eh to"ea• 1ooe1 .,. 
edot.1.111a\N\S:n apeaeaa • ud nob 1ooe1 pw"'l'u• -

•• 1\a otne1al aetebU..._te ~ alta otber 

\lou tbJooaCb \he ottiaial. N\&hli ...... te ot \he 

Oo•err t ot tba United ~ aa apeoitiad 

1A paftCNPh 4. 

( o) ll'allPU••• atarl.ela IIDCI aarorioaa D&eded 1A •• 

oOQ&\rlloUcm ot llillta.,. pi'Ojaota, -• ud 

e1w41ar capS.\&1. wOI'I<a roquil'ed tor \he oo_, war 

ertort 1n the United ls..n,4om or 1A tU Britt ... 

Colon1al -ira, except t or the wac•• and e&l&riee 

ot lllliW State& c1tSs .... 

(d) IIQppUM, at.eriale ud &ot'l'iOfl Deeded 1A \he 

cona\rllct1cm or .,.ob llil1t.&17 projact.a, -· IIDCI 

capS.\&1. ...,..... 1A t.err1t01'7 otbar tlo&D tU UD1ted 

I S.,..S.. or tba llrU1eh CAlceS., aopira or \.ni tOI'7 

ot the UD1W St.atea to the ext. .. t. t.bat tba tlDS.W 

lSJicdoe or t.be Brit1alh CoJODS&l Jllllir• i a a .. re 

practicable aouroe ot ~ tb&D the United 

Stat• or &otloar ot t.be 1JD1ted latio .... 

4. lequata b7 t.ha United State& Oo ... ~t t or audo 

&14 'llill be pNNDW llr nJ;r nt.borised nt.bor1t1aa or tba 

llD1ted St.ataa to ortiaial. ~&..t• ot tba llldted lSJocd<a 

*iab will be dee1pe\ed or ... bH....,. 1A LoDdoD and 1A tile 
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aHN a .... 1Ja1ted lltat .. t- .,.. l.ooated tor the pupoee 

ot t&o11ita\1ac the pl'llrlCOD ot I'M1~ &14. 

s. It 11 111r IIDder,...,., 'II tbat all nab alcl eootpted 

by the Pree1cl•t ot the 1Ja1ted Staha or hie e~~thorteed 

repreaentau .... boa the Go.,.~ ot tile VA1ted 11acdca 

will be reoe1ncl •• a beaafit to the VD1ted 11\at .. ..S.r the 

AI: t ot llt.roh U, 1941. In eo tar u ..s.rou.tuo .. 1l1ll 

penct.t., appropriate reoorct ot alcl reea1'Nd IIDder th1a &l'!'tlall~ 

-t, actpt. tor lllaoelle- taowu .. 1111c1 ..m-, 
1l1ll be ktp\ bT aeob Oo•er-t. 

6. ~ cletalled appllcat1on ot t.be pl'1Doij)l .. tolWilated 

1D t.bie note and the at .. t to 'lb1oh t.bq 1l1ll be oarried 

out '11111 be worltecl out b7 acr-•t bT the tift> ao ... r .. cta 

u 00,..1011 MT Nq'ld.re, eot1ac &c poea1bla thro~~Cb their 

reapaoU... apprcpr1a ta ad.II1Diatrat.1n aut.borU1 ... 

7. 1M pro oalhlre 'tv 1lb1ob raqueata tor a1d are ...S. 

'tv CD& or oU..r Clo'ra~h and are clealt With IIIMill be 

.. t.Ued frca U.. to t.iM 'li!r -.r-•t belllrMD the N~'O& 

U the Ootez.-t ot the VD1ted lltatea _. 1D tba 

t onco1Dc, I wo'lll4 .....,at tbat the pree•t nota llllcl 7</V 

r~ t.o tbat. ettaot be raprcled u plao1ac CD reooi'd the 

UDclernws'll ot our two oo ... -ta 1D tl118 •t.tar. 

I ba'N the~ to be etoat_, atoatare. 

121 

• 
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TO I 

Tre&81U'J Depar\llen~ 
D1Yio1oc ot Moae\arJ Beoearob 

1~0 

S.pt4aber 12, 1942 
De ~···············--···--···-···-·- ····19 

11111 CbeUDOIJ 

Tb11 -. 1hown to tbe S.oret.ary on ~ 27th 

('llbUe out. walldAa with t be Sao rotary) &Dd tbe ut.t.er 

-. deeoribed. t.o b1a. Be a ppro....S tbe proc-..e &Dd 

et&t.ecl tbat i t ,... DOt nec••a&l'7 •~ t.bia poiDt. t.o 

diacuaa tbe u t ter llitb the Preaidont. &Dd t.h&t. I 

abould go &bead llitb tbe conftreat.tone llitb tbe ftrioue 

cmn~~ont.• indicated. 

0 
H.D.W. 

IIR. IBITI 
Branob 2008 - 214• 
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Treuury Departmen~ 
Division ot Wont~ary Rtll&rch 

13.1. 

Da~e ...... Anp•t .. ~ . .l8JI2..19 

SeoNt&J'7 llor&ctha• 

•• J). edta 

A oopy or th1a ... aut to Ill'. a.rla 
aD4 Ill'. Berle latar 1ntol'lll4 •• Ulat tu 
atata J)epal'W.t appl'O"t"M. ot thU prooedlll'e. 

I pi'.._ the uezt atop a1at>t be the 
.... Iliac ot a ••tllla 1D 70111' orl1o• to be 
attrata4 b7 tale ••• peruaa who atteD4M. title 
lut Metlllg 011 tb.1a e'@j .. t 1D 70111' otf1ae, 
at llbloh t1M 7011 oo'lllJl blrona talaa ot tale 
report or tbl ftbo~tt .. u4 the state 
J)eputlullt'e appr .. a1. YOUI' o~ttee aiPt a. lutnot u to so ahead w1 tal the pr•-
1'•'"•1'7 int'oraal 41ao•••1oaa .. 4eaor1ba4 
1D pUa&J'aph 2. 

01' fCIIl a11bt prater at tada atqe to 
• 1 t •P w1th the Prea14ent be!Ol'e &llTtb.illS ,._tur 1a dou. 
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TREASURY DEPARTMENT 
1!12 

I~" O I'P'ICK COMNUNICAT10N 

DAn Jllly 21. , 1942 

TO secretary Mor genthau 

... o .. l!r. White 

At the laat meeting of your Inter- Departmental Subcommittee 
the following recommendation was agreed upon: 

It i s proposed that the following procedure be recommended 
to tbe President for adoption: 

1. '!bat various friendly goverraen ta , from among the United and 
Associated Nationa, be advised through appropriat e channels 
that a group of technical advieera to the Government of the 
United States has been directed to examine the economic and 
financial problema relating to the establishment of an inter­
national s tabilization tund, an internaticnal bank, and any 
otbar international financial organizations which me.y be 
neoeaaary. 

2 . That & representative of the Department of the Treasury and 
a representat ive of the Department or State, acting in con­
sultation with the interdepartmental committee of technical 
advisers, i nitiate informal exploratory discuaaions with the 
representatives of the governments of each or t he following 
countries: the United Kinl¢om, the U. s . s .R., Cbina, CanatU., 
Australia, Brazil and Wexico. These converae.ticns would be 
carr ied out for the purpose of aecerta1n1ng tb.tr views on the 
projected institutions , and in order to canvass the poaaibility 
of obtaining the cooperation of their technical adviser• in 
the preparation of pertinent memoranda. Upon compl etion of 
these exploratory discuasions, a report on the view of these 
seven ;:;pvernments and the r eacticns of their representatives 
would be submitted to the Cabinet Committee. 

3. That, it the Cabinet Committee then feels that the r esponse 
bas been sufficiently promising, it instruct the Secretary 
of the Treasury, after obtaining the approval of the 
President , to convoke a preliminary meeting of the technical 
advisers of all appropriate United and Associated Nations , 
and fix the date tor such a meeting, 1f poaaible . ThiS 
gathering .., uld be bald ror the purpose or preparing a draft 
annotated e.gend& and other documents necessary tor a formal 
international conference of plenipotentiarioa, to consider 
the eatablisbmsnt of a s tabU.i.ze.tion fUnd , a bank and other 
financial institutions tor the United and Asoooiatod Natione . 

Regraded Unclassified



- 2 -

DiYieion or Monetary 
iteaearcb 

Prior to thie prelimiDary •••tiD& or a4viaara, the 
interdepar tmental coa.tttee or experts appointed by 
the Secretary ot the Treasury '10 uld be directed to 
pr epare appropriate atudiea, Upon completion, aucb 
memoranda would be tranami~ted to the aevan govern-
menta mentioned, ror -conaia.ration by their technical 
adviaera . .t.a the technicians ot thaae other aeven 
s overnmente prepare memoranda on the a.aa aubjeota aDd 
aubmit thea to this governaent, they would be atudied 
by the interdepartmental comaittea. Copies ot selected 
memoranda would alao be forwarded to auoh other triendly 
gove:mmenta a a it may be deeirable to lceap 1ntol'llled. 'lhe 
appropriate tecbnioal adviaera ot theae other govenm.mta 
would be 1ntormally invited to initiate memoranda aettina 
f orth their own ideaa with reapect to 1Dternat1ooal finan­
cial problema ot the post-war period, 

4. That , it sucb a pr41l1m1Dary meeting reaohea aareeaent upon 
the draft annotated agenda , the Cabinet Committee evaluate 
the situation agaln , after th ia meeting , with a Yiew to a 
final decision as to the advieabil i ty of eallina a formal 
conference of plenipotentiariee on a stabilizat ion fUnd, 
a bank , and other financial 1natitutiona for the United 
and Associated Nations . 

• 

• 
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0 

To: 

rroe: 

ll~ Treaeury O.partiNn~ ~ ' 
D1v1a1on ot Monetary Reeearoh 

!,.;i..:.t;, 10 \11 
Date -···~ . .U. .. l9~-········ 19 

Secretar,r Morgenthau 

a. D. llbite 

Jou told Pb1ll1pe that 70u 110uld be 1w t.o 
- Liet.h-Rou. 1'111ll1pe 1Dd.1cat.ecl that 14~ 
Ron would 1liah t.o diecwoe the Mtt.er ot Int.emat:1onal 
!Wllet with ,.ou. Be bae .,..., here tor --.1 -ka 
111 coonlt.at.:1on on that eubjeot with a State Depart­
-' o~tt.ae. I particiP&t.ecl in eoee ot the 
-..t.iJice. 

Appended is a dr&tt and an outline of the 
acre-nt. I th1nl< the final dr&tt bao juet been 
oa.plet.ecl and will prob&bl7 be pruented t.o the 
O.pert.aent tor tonu.l. approval or to the Pres:1dent 
directq without such approval. 

I have been told that the Preeident and Vice­
Preaident do not teel the ti.M propitiOWI tor 
liJlU&tiJic the project . I belleve final action 
- Hftl7 to be poatponed until a t leaet &tter 
the alect.ion. 
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TREASURY DEPARTMENT 

INTK" Ol'f'ICK COMNUNICAT10N 

DATa July 21, 1942 

To Secretary Morgenthau 

"'o" llr • Wh1 t e 

Draft of a United Nations Relief and Rehabilitation 
Administrat ion . 

'!be major provisions of the draft discus sed at a meeting w1 th 

Leith- Ross on July 15 , at Which I was present, are summarized below; 
only minor ctu•noea have since been made . 

1. Ob jectives are to provide , immediately upon the liberation ot 
an area , food , clothing , abel ter and means of resuming production, to 

re turn exiled prisoners, to prevent disease, etc . Specifically the 

Administration shall plan, coordinate and , where desirable, administer 

internat i onal me aaures in any area under the control of any of the 

United !lations. I t may t ake , hold , and convey proper ty , enter into 
contracts and undertake obligations , manage undertakings, and perform 

other appropriate legal acta . 

2 , Pol icy will be determined by a Council consisting of one repre­

sentative of each signatory government . A Policy Committee, comprising 

the representatives of China, the U. S . S . R., U.K. and the u.s .A., willll 

the Direc tor General presiding, will exercise all powers and functions 

of t he Council , when it is not in aeaaion. Appointments to region& 

and standing committees will be made by the Policy Committee , 

} . The Director General, appointed b y the Council , will secure 

staf f and carry out the policies or the Council. He shall at once pre­

pare plans tor emergency reli'f ot c1 vilian populations , arran ..,e procure­

JDent, and create the necessary organization. 

4, Member governments pledge funds , materials , equipment , supplies 

and ser vices, for ua e 111 any area i n need. Purchases during the war, 

for post-war relief , may be made abroad only attar consultation w1 th 

t.; e Director General . (Article VI ahould be read carefully . ) 

5· The Council will apportion expense& among member government& , 

In addition, any government receiving e.id aha.ll contribute any amount 

r equired by the .l.dmin1atrat1on, in the currency ot that area, for l ocal 

flXpend1 turea. 

6. The agreement becomes provisionally effective upon si~ature 

of any of the United Nations and becomes fully binding af ter ratifica­

t ion. It ma, be amended by ~animoue vote or the Policy Commi t t ee, 

accompanied by the approval of two-thirda ot the Council . Other 

governments may bo admitted by the Council . 

' 
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Tbt lloDora 'ble 

Tbt Beoret&rJ ot ~-~ 

o..r .... s.oretar7• 

leoloeed u a cow ot ~- llilhatee ot ~- -uac ot 

tbe-...! ot llall •lc Warfare, wblcb wu bald ce ~ 16 1a 

tbe ottica ot tbe Vice Pralid..t. U tbeH are UV' corrac­

tiCDe wbl.cb 7"" oan to ...,..t, plaaaa l•t M -· 
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A DOetlnc or the lloard or lco-lc Wer!are waa 1»14 ln tbe Ottlce ot 
tl» flee Prulclent lD tl» ~ltol h1141ac at 10100 A. 11. oa hq 16, lHa. 

tho ••tine •ea atteD4e4 117 tbe tQllonac -"""• of t1» Jolrit 

1'bo Tlce Pr .. ldont, Chairman of \1» JoU"4 
llr. De011 J.cheoon, roprooetlnc tbe locrota17 of ltah 
11r. llarl7 t'bito, ropr .. ontlnc the llcrotar:r of tbe 'rroaiW')' 
1'bo Socrot)IJ'Y ot Wer 
llr. Char leo Filley, ropreoonUnc tbe 4ttornq OeMral 
llr. Jet101 V. rorreotal, roproo011tlnc tbe locrota17 of tbe la'7 
llr. Pa111 Jpplob7, ropruontlnc tl» lecrot&rJ; ot Ap'leulturo 
Jlr, lqno Tqlor, roprooontlnc tbe llcretart of Co-rce 
Jlr, Dond4 lloloon, War Prn4Dctlon llolll'4 
Ill'. llollon l!ocketellor, O!tlco of Inttl'-._,.lc:an Utalro 
llr. ~mao B. llcOabe, roprouontlns llr. 1. R. Stottiniue, Jr,, 

Lo~aao Jdmlnlotrotlon 

In cddltion, tbo !ollowlnc poroont wore prooontl 

llr. Wqne Coy, llurellll of tbo B~t 
llr. l!obert Pattoroon, liar DepartDent 
llr. ilgol4 H. Uott, 1'ar llepeJ"tMnt 
Dr. Joanue Bernhardt, Departgont of Acrleulture 
1~. 1'bomao K. Plnletter, Stat e Department 
1~. llin!iold Rloflor, Board of leonoalo lorfare 
IJr, John rlochor, Board of lconoaic lor!ero 
llr. IIllo Porldnt, Board of lconollllo lartare 
llr. Edlfln W. 0-lta, Board of lconoaic Wortero 
llr. Mlol Stonneon, 11~ Depert-t 
Ill'. Jobn Lockwocl!l• ottloo or Iat.r--~COD Attain 
'lbo nco Proaldont opened tho Metlnc indlc:&tlnc tbat tbo tlrat topic 

•ould bo tbo roport on ~ar. 

SUO.&II llJ:PORl': 

!hlo report ,. ... r OCIIlottod tor the purpote of doter•lnlnc whether tbo 
ootlmntod production ODd otoekl of fUCU' available to the Vnitod &tatoo and 
tbo trlondly natlont wao oucb ao to eMl>lo pro4Dclnc countrloo to ohi!t fro• 
wcar prol!rl.ction to the pr~etlon of other tooele . lbcb a obl!t would be 
for tbo purpooe of aaldac tboae countrioo aore oolt ou!tlciont ond to rol!rl.ce 
tho vol\1111! or food 1turte noceooltatlnc oblpplnc· fbi report 1D41cotod tbat 
IIICU' pro4Dctlon could be 'l'o4Dcod -.1tbol>.t proJudlclnc VDitod lto.teo ouppllto. 

Ill' Jpplob;y pointed out tbat we ohould otrive to rel!rl.eo our lq>ort.,.. 
tlont of ~U~:ar to a •return llall' baAOlo an4 eadot tho prnl!rl.oinc oountrl!.t 
ln aaldD!l the nocotoU7 adJuotatnt in food pr~ctlon. After dlo011oolo• tt 

- . 
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waa o,sreod thAt tbe Deplll't-t of Ap-1 ... 1\ure Ul4 tbe Oftloe of tbe Coor41-

aator of Intoi'-.IIDIII'lca~> .&tfaln obould continuo act1Tlt7 looklDC to . u 1,.. 
croaao In ool! Olllflclonq ln Ynrlouo COUI>trloo, taldDC Into acco\lllt the .. ._ 

oulh of a cro41 t otato110nt tor CUba bel DC pnparod liT tro......,., 1014 1t a 
turthor otate110nt of poUq 1>7 the Board wao doolrel>lo, tbo .. uor obou14 

bo hon4led wltb llr. Perklno. It wo.o llld1oatod that tbe !.,allan ~ 11114 

!ood aituatlono were bol114 conoidorod br the Joo4 leqQiro .. nto Oo..ttt ... 

llJilOPI'll lllVD't.lt 

.A ' l tat ... nt on 'Onltod latlou1 ObJooUno Ia lcoiiOido lfart~n ~ 

trade wl th the Jbropoan leutralo and wt tb 1'arli:q1 heel booa clrolllatod. 
11.r. Porldno otatod that the 'report .-IDC tho prlnclpal nporto troa tbe 
Un1 toll 8tateo to 8101 t1orlancl, loodon, J ortucel, lpaln Ul4 farll:q, princhpl 

i111porto Into tbe tlnlted Statu troe tboao co\llltrloo Ul4 prinolpol o:rporto 
from tbooe eountrloo to onoov aroao wao lnco~~ploto In that data heel 110t beoa 

• "allol>lo In 1'alh1DCton aa to tbe total trada of theoo COUDtrl .. wi th COI>J>o 

trloo outaldo tbe blocl<ado aroa. Be otate4 further that the Onltod llJICIIo• 
treated mch of tbe data on noutral trade on a YflrT COI>fidoaUal 'bulo oo that 
It had boon l111pooolblo to eocuro aatorlal tor lncluoloa 111 the report. la.­

ovor, tb<l lll.nlotry of :lconoelo lfarf&ro did oecure, Ul4 D&ke •.Yallllble U.S t-
ed clota at to tonno«oo ·ot opoolfiod prodlloto laportod b)' tbe Ualtod llDCdo• troa 
tho blockadod &roll, which wore prooontod br llr. Perldno. Bo aloo oto.ted that 

tho l!lockado Coaaltteo ill London baa W>dor Ito control tbo lo......,co of na'l'l­

oorto and that tbo Boerd 1a n"" roprooontod on that Ooaltt... Oon.,.al)T, the 
Jo~ RoprooentatlYo baa boon .ueb aoro otrlct In tbe .. tt.,. of qoantitioo 

to be eortlfied than w.U the Co•Htoo. Ia tact, the l!riUoh Ul4 nodrel 
country reprooontativoo apparently tool that the Ualtod l tatoo roprooeatatiYoo 

are too strict. 

Ur. !ioflor otatod thnt tho l!lockado Ooaaittoo felt that It had ~uito 

co~~probonolvo lntorJO&t lon aa to tho aovo .. nt ot coodo hl Ul4 out nt the bloclo­

odo uroa: that u ... wore roYlowod very carotullr: that p&rtl!"llar att111t1on 
• .,. paid to total DOYeJ:IOI>to In and out on ~ clobal baolo; that r opur to of il>­

nntorioo wore bol114 oocured end that aoYomont froa tho neutral countrioo to 

onorq !'l'oa """ bol114 kept to " mlnlllllliL 
I 

Dhcuooion mada 1 t clear thAt trt.do with tho NO<'. ob<lul4 bo watched YOf7 

carefullY, pftrt1cul.•r1r aa 1 t portal nod to ltoao which vero of qoat otratteic 

llllpOrtAnco to tbo 11111 t ed 11 JICI!o• and the United I ta too, ao nU aa tbooo of 

l111p0rt,.co to tbe .&xio qoup, thoro boiDC little cone""" ~t the '"""-•• 
of food. It woo DCJ'Ood that tho 1 teao beiDC ncrlcertod obould be ro'l'i"""­
e~~retullr with all lntorootod oconcleo ~.Del opoclflc•llr liT llr. Xoloon. Jlr, 

Porldno wao to oupplr llr. Xoloon with t bo nocoooerr dota • 

• 
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~ 
Z'4h tlltiJ'U ... , be 
p:.repllr .. ecl before beill& 
ooaounioato4 to &DJOU 
otlar tball a Gonr-ntal 
1410no1. (Bil) 

SooretarJ of State, 

1/aa~on. 

SJ6, Jul7 21, 7 p.a. 

Kexloo CHJ 

llatecl Jill¥ 21, 19112 

Reo'd 21)1 a.m., 22Di 
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Confo.ronee held t~ with lllreetor &114 ~r of hDI< 

of lltzioo 4arlJ14: .ohl.eh our propoaal to peralt ~iato 

•xoball&e of '-rloan billo up to $1,000 vaa osplalne4. It 

now 41n1op1 that lloxioan1 ln prohlblUDC tho liiJIOri&tlon of 

dollar OurrlllOJ &&J not aokl AD¥ oxcop~lono for tourl1t1, 

torch>." oonnrolon of 4ollaro at tho 1>or41r. K1aoureo propooe4 

by bank ropn1ontaUn1 opoolf'7 eontlaoaUon of all ol11'l'IDCJ 

no\ 4.opool\14 1<1\h :a.ZIIc of llodeo prior to 4oCI1 line. llntlr1 

M\tor - ....S.r oou141raUon by the lltzloan1 rolatln to 

-.orldac oa of 41\aila &114 lopll\7 of .. aour11 propo11d. !!anT 

dot&lll &ro DOV &riOliDC &114 U lO nl')' urceDt tbat the \rt&OUI'T 

ropreaoDtaUn arrln with tho lo .. t poulbll 411&7 ao tiul 

draftlDC of dooroo will be aa<11 att1r oonoul.tatlo~> vith him. 

!GS IWUI:<I Til 

CopJilC:7/22fli2 
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ODPr 10. 

OPUL Mo . 248 

Iat-tl.CD ..... l'r..S ap to 7 •••• , 2at J,.q, 1942. 

!&r~ thl.a IIOI'Dine 3 110tor ll\lftboo.tl iJI~ a beanl,J eocortecl 

lfiiOl' t.onktr ~tor- OAL.U8 ODd BCUIOCIII. An A.A. ohip HI oat 01> fire. ODe 110tor 

11111boo.t 11 aiaal.nc ODd U.. other t.> roturnod to harbour daacod· 011 U.. IOOm1Jic 

of tlw 20th o Britl.ob ftaall, 5,200 too., roportecl obt •• btiJic ob&llod b)' an 

al'1IOd raldor 1, ~ 1111H -t. of PUIIWttl.l. 

2. .XLl!A!II 

mfl. LUtlo ellulp. 011 tbt 19th tl1pt procrNI we - b)' 

TWonl;f-81ot.b Auotrollan 8r1pde 1JI U.. 'RL EL liSA area w!Ulo 1JI tho lOUth ..,. of 

our colu.na -...s U.. ..,_ '"' tbt outom odp ot tbt 1!1. tAQA Plateau. 

). AI R OfWTICI!S 

!IIBTI!!II l!Q!T. 19th/20th. VEO!SACX. About 240 tone of H.E. 

1noond1orioa wore dropped. 2otb. Two Boetona ado a oucoout\11 1"" leYol attock 

• P""•r eteUon 1JI northern PIWICI. Sil<tMn oquodrone of Sp1tf1roo attookecl lliDor 

allltory obj oot1no 1JI tbt DIIPPE area. 011o 8p1tt1ra 11 a1••1nc· 

J!iii!I. 18t1Vl9tb. Dur boo.btro a tteokod ob1pp1nc ond h&rbcNr 1o­

otollat1CDO at 'IOIIIIUI ODd laid a1DH 1JI tbt barbcNr ond o~. A lt.rp fire 

... otortod at a potr<>l depot. 19th. iacortecl -..a ODd fl.cl>tor boo.btro -

• nry oucoeoot\11 raid "" about 100.111- airoratt a t IlL DAB.\ l.&nd1Dc cround· • 

About 40 aircraft CD tbt croun<1 11W1 o_..wl,J doloocod b)' -be ond •cbioe P 

ond 4 tranoport airoraft aad a din -bar o!liob 1IWI .-.,. 1n to laad ......, obot 

d..,. , Wo loot ono 11tt.Jbtwlr:. lD otfODai'ro potroll onr tbe battle arou OeYOD 

Ittlion tonka wore bU. ll&ltl.IIOroo -bod •.T. auiltod b)' cround al.plaa frcoo tbt 

1otutrr111W11111110 -- dbr ~bara to beilb • 1th1o.400 ;rarde ot'"Oiir 

trcopo. 

IAioD· .. _ uao 19th &Dd ...., 2otb a bout 6 - -... ODd 

20 ficbtere _..tod. 0... '--r ond - fl.cl>tor wn dN~od. Two Spittirta 

.... - .... - plloto .... .., •• 

-· Oar L1&IR -. - bite "" -..bop~ at AIIU and 
at<l.clood ..,._tl._ at P.u.a&,- ODd ULIIIA. 
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(L l . •• , ,._. 15, 19'1) 

,_ .. !' 0 •··'• •h ' 

OaaMI Ht' 011 :ft' llad Mftapl llftl 1111-'., 

UY111aae, 10 .. It , Ylllaal (1 .. - ..... r:; 
t~1alllr "• a•t ~ ,._ .. - ... ~,.!!!'•1 1100111 f.:.._ "*1), 

0 ,. 11 ...... • ..... I, -· • - .. 

a1U .. • Ull IW 17 .... If Ull ....... _ at at 1• 

'feleh , ..... • .U.IIrllt II •-nt) _. ....... Ia 

'bl ...... ., ...... lt 11 ·~--... , .. , ..... _. 

are 1111111 ..... 1J .-nu et lllllr IIW .. IS. lnat 

all'"' .. 
(ottlll et • .,..._, llrt'l ... , •tM War ftll ..... , 

~~ t - 16, lt'IJ 
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fii!J r 1 

CQ1one1 
Halsey: 

HMJr : 

!!: 

ffi.Jr: 

H: 

fii!Jr: 

H: 

ffii.Jr : 

il: 

l!J!Jr: 

H: 

KMJr: 

How are you? 

I'm r i ght here. 

July 22, 19112. 
10:}4 a.m. 

All right. Look, I'd llke your help. 

.Uwsy e, Henry. 

169 

I'd like to come uo t hie ft!ternoon any ti~e 
ert~r two- thirty"end- t~ &ee Senator Sarkley 
and Senator Ge~rge and in a - oft t~e record, 
oentidenti ally t o go over cy eto temen~ tor to­
morrow with them and get their e~geetione , 

you see? 

Tlla t will he tlne. I'd l:e very na.,:>Y. C:>!lle 
right to my o!fioe and you - the beet - the 
newapafer men and eo forth - it you want to 
if you d he there promptlY a t t wo-thirty , I'll 
open that outside door eo you con come ln thet 
eide wsy. 

'.-lel l , I' m having lunch with the President. I 
think I could say dof1nltely I could he there 
at three. 

•nell, eul)poelng we Juat look tor you down the 
oorrldor at three then. 

You thlnl< Uvlt would he all right? 

You know how t~ oome uo on the second floor 
and come in the • . •• 

Yes , I know how t o g~t t here. 

Yeah, well , they'll have them - eee, come ln the 
beck door . No one eeee wno comee ln ther~. 
Then the newepaoer men won't know why you re 
down there , and want t o kno·~ all obou t 1 t and eo 
rorth. 
I ' ll tell yo:>u, lf you don ' t m1u:1 , oould eo'!lebody 
meet me down - I 1m very ,.,:;nctual - down at the 
entrance maybe . ••• 
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H: 

HHJr: 

H: 

l!!o!Jr: 

H: 

ril~Jr: 

:1: 

i!: 

fi>,Jr: 

H: 

HMJr: 

H: 

1.70 
- 2 -

~eo , I'll have my boy t~ere to meet you there 
at .... 

Five m1nute6 or three? 

Five minutes or three. 

You - well , you're taking it tor g~nted rou can 
deliver Barkley and George? 

'ieli., (laughe) I think H' e a pretty big ort~er .... 

All right. 

••.• to guaran tee it but •••• 

Well .... 

•••. I know that it I geve them your ~eese£e that 
they ' d be very hapoy to ooo,erate. 

I- it there's any change , either let me or 
Mrs . Klot~ know. 

I 111 let y·ou know. 

I thank you. 

All right, s i r. 
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WAR BONDll VERSUS WIT!ffiOLDING TAX 

Present : Wr. Graves 
ll.r . White 
llr. Sullivan 
)lr, Foley 
llr. Kuhn 
l{r, Blough 
llr. Paul 
l{r. Stewart 
lir. Odegard 
llr. Tarleau 
llr. Friedman 
14ra. Klotz" 

July 22, 1942 
11 :30 a.m. 

H.M.JR: Now, where is this gang? 

171. 

The idea of this thing is this - where is Graves? 

MR. GRAVES: Right here. 

H.ll. JR: In the first place, if anybody ia going to 
get excited I am, and I am not going to so nobody is going 
to get excited in this discussion. I haven't got - come 
up here , Harr,y, where you can hear me. Sit up here where 
you can hear me better. Also, 1 can throw something at 
you bette r. (Laughter) 

MR. 'IIIIITE: I am good at catching but not at this 
close distance. (Laughter) 

H.ll.JR: I' don't know which is the better way to 
do it , to have the proponents or the people who are 
for the deduction at the source, give their case first, 
and then have Graves say wh;r he doeen ' t think so. 

Mit. P.t.UL: I think the other way around would be 
better, have llr. Graves - I haven't, for instance, even 
talked wi 1b llr. Graves about thia, and collection at the 

• 
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source is in the bill now, and there we are, and if we 
are going to take it out we ought to have some compel~ 
ling reasons . · 

172 

H.M. JR: Which way would you like to do it, Harold? 

WR, GRAVES: I will be perfectly happy to state my 
very simple point about this matter first , if you care 
to have me. · 

H.M.JR: I don ' t care, A!ter all, this isn't -
we are not on the air, as far as that goes-- (Laughter) 

WR. WHITE: Just up in the air. (Laughter) 

H,K. JR: Go ahead. 

MR. GRAVES: Well, I start with the proposition that 
this withholding tax will very substantially interfere 
with, if i t does not almost completely destroy, the pay­
roll allotment plan for the purohase of War Bonds. I 
have that view because of the fact that a great many 
companies have found it difficult simply to carr;r the 
pay-roll allotment plan for the purohase of War Bonds. 

H.M.JR: To do what? 
• 

KR. GRAVES: To carry the pay-roll allotment plan 
tor the purchase of War Bonds, and our experience baa been 
such as to justify the conclusion, in my opinion, that 
many companies, once they are required to serve as 
withholding agents under the pending bill, will give up 
the pe,y-roll allotment thing. Many of them, in my judg­
ment, will have to give up the pay-roll allotment thing 
in order that they oan carry out the provisions of this 
bill with respect to the withholding of income taxes at 
the aouroe . 

The amount which 1 have beard as the estimate of 
the collections to be derived from the withholding tax 
tor the tlret calendar year is a billion two hundred 
fifty million dollara, and 1 assume that thereafter, 
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the other factors remaining t he aame, that amount would 
be two and a quarter billion a year. That, ot oourae 
is not additional taxes. It ia aerel7 the adYance ' 
collection of taxea which would be collected other­
wise later on. I haTe underatood that the pr incipal 
reason for the withholding of income t axee at the 
source is its value, whatever it is, aa a meana of 
combat ting inflation . 

New, on the War Bond thing, at the pruent time, 
t he withholding from pa7-rolla toward the purchase of 
War Bonds we estimate is about tWl hundred millions a 
month, and a conservat i ve estimate of the amount ot such 
withholdings by the end of this calendar 7ear '!lhen thAI 
new act becomes effective, if it ia to become effective, 
would be not le sa then three hundred millions a month 
and might aubahn tially exceed the t figure. 

Now, if it ia a tact, as I think it ia, that the 
volume of withholdinga on account of tar Benda will be 
very substantially curtailed, we atand to loae in t he 
calendarJear 1943 not less than three billion six · 
hundred lliona w~h we would otherwise derive from 
the aa!e of War Bonds under the p~-roll al lotment plan; 
and we stand to gain a billion two hundred and fiftT 
million in the advance collection of inooae taxes. 

That, I think, i a the whole case. It aeema to me 
giving up an anU-i nflationary thi~ that baa a potential 
value of not l eas than three billion six hundred milliona 
i n the calendar 7ear 143 t or a thing that baa a value of 
a billion two hundred and ti!tT millions in the calendar 
year '43. While I underatand th~aaituation we are in 
as a matter of public relatione, "7tt thoae facta , it 
seema to me, are wor th oonaldering in deciding what the 
poaition of the Treasury should be. · 

H. ll.JR: Do fOU want to call on &D.TbodJ to auppor t 
7ou, or do fOU want Paul or Blough--

lm. PAUL: We aight draw the iaau• there, I thiDlt, 
get the broad iaaue before the meeting on the baaia ot what 

• 
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Vr. "Graves has aaid. 

H.W.JR: What do you llll&n? 1 don't follow you, 
Randolph. 

I!R. PAUL: 1 mean, I think we could-­

H.M. JR: Go to work on that? 

1.74 

loiR. P.t.UL: Well, yea, in the aenu t'rat we can really 
get distinctly in mind What the quettion before ue ia . 

H.V. JR: You have got the queation. 

YR. PAOL: Yea, but 1 wanted to point to two or 
three thinga in what Kr. Gravea aaid where I think he 
ts overlooking sou •f the other end of the picture. 

H.M.JR: Go ahead, aure . Don't be"quite ao polite. 
Act mc)re as though you were in your own office. 

MR. PAUL: The inflat ionary aspect of the collection 
at the eource is only one aspect of it . It ia true that 
we colle ot the first year only a billion two hundred and 
fifty, and there we would be really advancing the p~ent 
and not collecting additional taxes; but collection at 
the aource haa a much broader meaning than that . In 
the firtt place, it eollecta money that otherwise wouldn't 
be collected. In the second place, and much more ~por•tant~ 
this i a only the beginnin.g of collection at the eource. 
We are looking ah.ead; it is a pilot engine. We are 
looking ahead to a tuture when it will be an even more 
important part of our income tax atructure than it ia 
now - just getting it in through the door . 

H.V.JR: You made a statement there I want you to 
explain to me . You said we W<IU ld get 11.oney this way 
we wouldn ' t get any other way. 

llR. P.t.UL: I meant there that ie problematical; 
nobody can estimate how IIUOh, but we get money we 
wculdn 't get betcr e beoauae you cannot police an incose 
tax t;rttem that has thirty alllion return• · Soae of those 
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people will not f1le returns, and wa will not be able 
to collect the taxes they owe unleaa we have collection 
ll t the aou rce . 

. MR. WHITE: !.lor~~~~~ that you get a billion dollars . 
that you would never get . It ia an advance payment. You 
get it once and always have it. So you get a billion 
dollars you never would get, and it doesn't coat you any 
interest . 

lffi. SULUVAN: !lot, that ia not ao . 

lffi. WHITE: I beg your pardon, we get it in advance; 
you never catch up with yourself. 

H.li. JR: Let's have a leader on both aides . 

MR. V.'lllTE: I wanted to preaa that point home . 

H.M.Jh: Do you want Harry to get in? 

MR. PAUL: We have the broad aapeota before us . 

H.M.JR: Go ahead. 

liR. PAUL: The other aspect, the assumption, basic 
assumption of Wr. Graves, I think , needs examination, 
and that is a matter that some of our men can talk on; 
that ia, the assumption that collection at the source 
will interfere with or destroy the pay-roll allotment 
{>1111 . It doesn't aee.m to me that that assumption is 
Justified. 

Canada ia going in for col:Je otion &t the acurce 
notwithstanding ita carrying out t. pt.y-roll t.llotment 
plan. All the infonnation we get from the field study 
is to the effect that there may be some effect on the 
plan, but certainly it wouldn't completely destroy the 
sale of two or, at the end of tha year, three hundred 
million bonds a month. I don ' t know what data Mr. Grt.vea 
baa in support of that conclusion, but on the baaia of 
what we have it isn' t justified. 

I.!R. ODEG!RD: Randolph--
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MR. PAUL: I just want ed to get those broad aspects. 

MR. ODEGARD: The Ca.nadian ana.logy doesn ' t fit a.t 
a.ll ao fa.r aa this- is concerned because the Cana.diana on 
their aavinga pro&l'am have done practically nothing with 
pay-roll aa.vings. -'That ia, there ie no - they can inst&ll--

l!R. PAUL: That is not very important. 

UR. ODEGARD: lhat ia right. As a. matter of fact-­

K.W. JR: Is tha.t correct? 

MR. ODEGARD: l es, tha.t i s true. 

MR. 'li!ITE: It ian 1 t tha.t they have failed; they 
just--

MR. ODEGARD: They haven' t tried it. We have tried 
it at grea.t length. They came down and asked, "How do fOU 
install iay-roll savings? How does it work? We haven t 
done it . So the fact that a withholding tax- they 
haven' t any experience. 

WR. WRITE: That is right. I t hasn't fa.iled, but 
they a.re just beginning. 

MR. PAUL: Tha.t ian' t a. very important argument. 

H.II..JR: llso yw can' t uae the Canadians aa an 
example on deduction a.t the eource because they haven't 
put it in yet . • 

lolR. BLOUGH: Two yea.rs they have had it, Mr. Secretary, 

H.II..JR: Two yea.rs? 

MR. BLOUGH: Yes. Wr. Friedman is here; ll.r. Friedman 
spent a couple of days - a day at least - in Canada last 
week, ai part of this study of colle otion at the source. 
He can apeak tor himself, but he intoaaed me that he talked 
to Canadian a.mployer s who were deducting two kinds of 
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savings for their workers under the Canadian plan and the 
taxes at the same time, and they didn't aeem to be of the 
opinion that the taxes had any substantial effect on the 
savings. Is that correct? 

llR. FRIEDJ.UN.: That is quite .correct. 

H.M.JR: Let' a hear from him. 

\ 

MR. FRIED!.IAN: So far as the Canadian experience 
is concerned we spent two days in Toronto, one day 
visit ing emplorera and the other day with the i nspector 
of income tax n the Toronto district. We went to 
two big employers . Hoth of those had withholding at the 
source for the income tax and in addition two separate 
t ypes of savings bond programs . The1 have one form of 
savings bonds on which the intereet 1s exempt from tax, 
and that ill liml ted to a very au.ll 111110unt per year 
for each empl oyee. That is the reason they have two 
di fferent types, and both types were being handled in 
both of these cases by collection at the source. 

B.W.JR: Bow big were the companies? 

J.IR. FRIEDWAN: ~e company 11111ployed over ten thousand 
employees. The other c011pany employed about three thousand. 

H.M. JR: Now, the ~ lng - I just want to give you 
people the benefit of what Mr. Stewart gave me before you 
came i n because I have asked him, and I want to just aay 
that, and you can correct me . I mean, he hu been listening 
to both aides for ae, and he saya i n this study, these 
teama of people that rou sent out into the field to inquire 
how thla thing waa go ng, as far as he could tell in no 
case in the United States did you ask the employer what 
effect would thla han on the salta of War Bonds; that 
you have got no facta on it; that you went t o a hundred 
and eighty concerns butyou didn ' t aay to tbtae people -
you ai~ly aald, "How do you feel about deduction at the 
source? But you didn't aay to thea, "If you have 
deduction at the aource what effect will it have on War 
Bond a?" Ia that correct, Roy? 
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WR. FRIEDNJN: No, that ia, there are two aspects of 
that. VIe didn't aak the nplo;yers what they thought the 
employees would do but we did ask the employers how it 
would affect their own pay- roll system. 

H.M.JR: That ian't the point Mr. Stewart makes. 
The point he is making is in the one hundred and eighty 
concerns that you visited you failed to have a question, 
"1£ you have deduction at the source, what effect do you 
think it will have on the purchase of War Bonds?" You 
didn't ask that question. 

t.IR. FRI ElliUI'i: That questlon waa not on the questionnair..,~­
but i n our ~rsonal interviews with the employers the problem 
of the pay-roll deduction for War Bonds came up. Since 
we discussed wi th them all of the variou& deductions that 
they were now making from the wage in computing the amount 
actually to be paid--

H.M. JR: Mr. Friedman, it is correct that that question 
wasn't on it? 

MR. FRIEDMAN : On the que sti onnai re. 

H.M.JR: I want to follow that. I think it is a 
very important omission, and I think there is still 
time to go back. ~t here is the thing. This, now, that 
I am aaying is my own idea, and this, I think, as far as 
I know, everybody baa overlooked. We go around to a 
hundred and eighty concerns and say to theae people, 
"Gentlemen, how would you feel about having deduction at 
the aouroe and how much machinery will you need, • and so 
forth and ao on. Then I 111 rai aing the question that 
I think we ahould go back and ask them, ,ell, what would 
your attitude be if you had deduction at the aource in 
regard to being issuing agenta, in the first place, and 
alae handling War Bonde for the em.ployeea?" But the 
more glaring om.iaaion on thia aurvey is nobody has asked 
the fellow who earns the money. Nobody in these hundred 
and eightT factories has gone to the working man, whose 
money we are talking about, and said to the workman, 
"How do you feel about thls'1" Do you see? 

Now, I think it is terriblyimpo·rtant , and it ian' t 
too late to get it. 
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MR. i'HITE: llr. Secret&I'J--

H.M. JR: It ien' t too late to get. CIO and AF of L. 

UR. BLOUGH: We have the CIO and AF of L support 
on the plan. 

H.U.JR: Now, what I want is - you have got the 
men who sit in Washington- it is just like the ~erican 
Farm Bureau doesn't speak for the American farmer. I 
would like to know from these three hundred 1F of L 
men who are going around and talking and having mee tings 
for us, or the CIO shop stewards, what does the man at 
the bench feel aDd how would he like to have this handled? 

Now, maybe they are red-hot for it, Roy, I don ' t 
know. It would influence me a great deal more than 
what the factory owner would think, because we are talking 
about that fellow ' s money. I t is his money . Now, maybe 
he likes Social Security, and I think if we are going to 
do another quick job we should uk him alae about this 
increase in Social Security. "Would you like to have 
the Social Security increased"?" Would he like deduction 
at the source? And last of all! would he continue the 
same amount of purchase of War ~ends or would it have 
any influence on him. 

Now, what the man at th.a bench through lila shop 
steward would tell me, what he thinks, that would pretty 
much decide it for me. That ha- not been brought out. 
That has not been broughtout, and 1 don't think anybody 
in this room has got any facta on it. Now, what Kr. 
Green or Wr. ~rr~ thinks about it I wouldn't give 
that. (Indicating) But if a fellow could talk to a 
dozen shop stewards or women shop stewardesses - that 
is what they call them - the kind of people that Harold and 
I met with in Detroit, and find out what these people 
think, that would have a real influence. I t is their money 
we are talking about. 

Now, Kr. Yihl. te? 
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MR. IVHITE: I was going to merely comment, in 
fairness to the committee, that I think I was there when 
the decision was made to ask your approval to go out 
and investigate it. 'lhe question ~thioh they were going 
to investigate was the question which was - the doubts 
were raised by Mr. Sullivan and Mr. Graves as to the 
possibility of businesses being able to handle the pay­
roll deduction, and they were going out aoong the busi­
nesses, not to ask whether the employees would like it 
or not. That is a separate inquiry and a very desirable 
one, but theJ didn't think it was their particular 
function . They were merely going out to see if they 
could get data which would support either view or which 
would give further inforration for both the gentlemen. 

H.Y.JR£ Harry, you are right. 

MR. WHITE: I didn't know but what you were feeling 
they had overlooked something. 

ll.M.JR: I fee l that they have, but that is the 
fault of the people that gave them their instructions. 

NR. SULLIVAN: We were tryinv to (;et the report as 
quickly as we could. 

H.~.~ Now, look, I am trying to - I have listened 
to this argument. I have heard both sides, and the thing 
that I ~ssed in this thing- let's say all of us over­
looked it - is what is the fellow whose money ne are 
talking about- how does he feel about it. 

AIR. SULLIVAtl : I entirely agree l'lith you, sir. 

H.M. JR: I am not trying to blame anybody, but 
trying to say we sit here so often and I make. the ~s­
take of tryinv to decide something that is goLng to 
affect thirtyomillion people, and we haven' t even asked 
the people how they feel about it. 

NoVI, if the comeback was seventy-five percent, or 
whatever it is, or a high percentage of these people say, 

• 
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"Yes, that is the way we want it" - I mean, I have talked 
to people, a few ~oplei and they say the~ would like 
to have i t , that 1t wou d hel~ them· but 1f the over­
whelming evidence was that the peopie who were working 
want it , and that they would continue to buy their War 
Bonds, it would be awfully hard to argue against it . 

MR. WHITE: Yay I just add this one point. I am 
wonderin"'\.whether we are not talking about different 
thingo. ~. Graves raised the point that a good deal 
of the voluntary savings 11ould go out the window if you 
had taxes withheld because - and this seems to ~e to be 
the significant point at this moment - because the busi­
nessmen would not want to handle both. Noll, that 'Ooint 
needs to be examined. I am very skeptical of that. deci­
sion. If, however, you are raising a different point, 
L:r . Secretary--

H. IJ . JR: Harry, asain may I interrupt you? Stewart 
makes the same point as you, that Graves in this study -
that Graves has no evidence to back that up . It is 
puroly his personal opinion. 

1ffi. i'll!ITR: I think that is true of all our judg­
ments. 

Ji.J.4. JR: He h.as nothing to back that up with. 

Wl. WHITE: Neither have I. It is just a question 
of judgment. 

li . J.I. JR: So, therefore, it is a question or going 
back to the f ield, Harry. 

LIR. 1'/HITR: Yes, but you are now raising ~ very 
separate point . You are now raisine the quesho~ whether 
tho employee would like to pay his taxes and sav1ngs. 

Now, I am wondering whether you want to take his 
opinion because as soon as the employee understands it -
and it won't take him long to figure this out, that 
wha t he is doing is not payin~ taxes i n advance but 
additional taxes tor tha fir st year, double taxes -

Regraded Unclassified



182 

- 12 -

he isn't going to like it aey more than if rou asked 
him, "Do you like an increase in taxes?" I think that 
the decision has to be made independently of how he 
feels , though I do think it would be very helpful if 
he YIOUld feel nicely about it. 

H.l!.JR: Oh, Harry, really, you shock me now. What 
is this? A democracy. This is something we ' are going 
to IV!'ap up rutu- -

J.!R. WHITE: If you 1'18Jlt to go to the emplorees and 
ask each emploree whether he likes to pa, more taxes -
maybe you do - I didn't know that rou had &n¥ such in­
vesti~tion--

H.li.JR: Harrr, you really shock me. I mean, the 
whole - if your philosophy is right, then don't let's 
bother about any of this stuff. I mean, let' s just sit 
here oold-bloodedly and decide the thing. 

MR. WHITE: I think that is what ;rou have to do 
with respect to this ~uestion of taxation at the source. 

H. M.JR: Jfre you afraid of what they would think? 

MR. WHITE: Well, I don' t see any more reason for 
asking t hem on this than there ia for askin" them on 
t axes. now, we do like to get their generar impression. 

H. M.JR: '!he businessman through the N.W and the 
Chamber of Co11111erce has his spokesman here. \'/hat is 
the name of that Treasury man that used to be here and 
is now over with the Chamber of Commerce? 

MR. KUHN: Alvord. 

ll . II. JR: They pay him God kno1vs what to be their 
representative. Tho little fellow at the bench doesn't 
eet his chance to be heard. 

MR. WHJTE: I clldn't know it was the Treasury's 
f unction to use anything but the spokesme~ for those. 
various groups. If rou would like to do lt, far be lt 
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from me to be against additional information or additional 
opinions from the fellow lower down, but it can't be 
decisive. . 

H.M.JR: Our whole ~rogram of War Bonde ia not to 
go through the front door. 

I>IR. WHITE: That is different. 

H.».JR: No, no, I am really shocked at that. 

»H. WHITE: One is a question of a voluntary pur­
chase ; the other is taxation. 

H.».JR: You read my tax speech and everything else -
well, if we are going to tlke the position here in the 
Treasury that we are afraid that these people are going 
to u.nderstand this thing and therefore we mustn't explain 
it to them, I am on awfully weak grounds. 

MR. WHITE: I am not making that implication . 

H.M.JR: You said they would catch on to the fact 
that they are going to pay more. 

UR. WHITE: Therefore, if you aak the man, what 
you are actually asking him - and if you wish to ask 
him this question it is perfectly all right - you are 
asking this man, "Are you in favor ofJaying more taxes 
this year in addition to the addition tax bill which 
we are going to impose?" 

H.».JR: No, I 110uld explal.n the whole plan to him. 

WR. WHITE: Well, that is the plan in ita essence . 

H.».JR: I would explain it to him. Now, I am 
being terribly sinoere about this. 

WR. WHITE: I am, too. I think that your reaction 
if you went to the working man - I suspect if you went 
to the working man in general and you explained this 
and gave him a chance to understand it, he would say, 
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"Now, let's see, you want me to buy bonds, you want me 
to pay more taxes, and you now have got a new wrinkle 
you want me to pay double taxes the firat year and yo~ 
are asking me if I like it." 

l!R. STEIYART: It ie five · percent of his taxes. 

MR. FOLEY: Yes, but that is over and above what 
he would pay next year. I think Harry ia absolutely right. 

H .~. JR : It is f ive percent of hia income. I made 
the same mistake before the Committee that you did, and 
I had a terrible time getting ~ record straightened 
out . Didn ' t I? 

MR. TARLEiU :" Yes . 

MR. BLOUGH: Mr. Secret ary, there has been a Gallup 
poll in whic~ a substantial majority said they were in 
favor of the ten- percent tax being vti thheld at the 
sour ce . 

H. U.JR: But look, le t me see if I can sum up the 
the thing, as I understand it and let ms ask this 
thing from ei ther you or Friedm;;;. Of tl e one hundred 
and eighty concenrs that :you have asked, what percentage 
of them will ea:y that the:y are willing to put in deduc­
tion at the source? 

MR. BLOUGH: That question was not asked. It ve~ 
definitel:y was not asked, "Are you willing to do this? 

H .~. JR: Wha\ was the question? 

MR. BLOUGH: The question was, "VIhat difficulties 
will you meet in doing it?" 

H.Y. JR: Well, what was the answer to that? 

JAR. BLOIDH: I would rather llr. Priedman, who 
is intimately tied ~p with it, would apeak. 
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l!R. FRIEDl!A.N1 All told we interviewed - this one 
hundred and eight;r you referred to was a prelilainary 
sample. We now han returns from onr four hundred and 
fift;r. We ouraelna interrlewed, peraonall;r, in the 
Detroit area, and we find there would be no aerioua 
difficulty in introducing the collection at source. 
We aaked each employer what effect it would han on 
his pay-roll system, and I can apeak Olio this point 
primarily frllll rq own personal experience . Not one 
employer "llh0111 we talked to said that it would inter­
fere - that it would on the pay-roll side interfere with 
the collection at source - not one. 

MR. ODEGARD: Did you ask every one that question? 

llR. FRIED1!1N: Yes, we asked every one about the t. 
~e asked how it would fit into their pay-roll system 
and what readjuatlllent they would make, what other 
deductions they were now carrying; and almost all~! 
them are carrying between five and twelve deductions, 
so that the additional deduction is not a serious 
problem. All of them, when we asked them and pressed 
tham, indicated other deductions that were leas im­
portant than either the bond purchase deduction or 
the collection at source, tax deductions; and it was 
these other deductions they said they would consolidate 
or handle manually if they couldn't do it any other way. 

Not one of them missed the ·o~ar Bonds . All of 
th1111 were either proud of their record oo \l'ar Bonds 
or somewhat ashamed of 1lha t they had done, and their 
whole feeling waa that this War Bond thing must go on. 
Their general reaction was that the collection at 
sou roe was a good idea, that it would be no serious 
problem. To a few of them of course it would be a 
more serious problea than to others, but in general 
the reaction was there was no serious problem on the 
bookkeeping md p&¥- roll aide. 

H.U.JR: Well now, you see the person that first 
raised this thing wasn' t thinking of Wt.r Bonds at all. 
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There were two people that first brought this to 
my attention. One wu 'lll:f eon, Hen.cy, out in Cleveland, 
who worked very closely with the people there. They 
have community chests; they have to do somethin& about 
medical cars and Red Crose, and he counted up - there 
were eix or aeven different things that a man liv~ 
in a housing authority, in which he waa working, hao 
to deduct, you see. 

Then tha next man that brought this plan UD 

v1as a man by the name ot Roosevelt , and he wasn 1 t 
thinking of War Bonds, but he was thinking of the 
man making between two and three thousand dollars. 
By the time we get all of these things, aren't we 
asking this man to do too much? 

UR. fiHITE: That is exactly it, and there is no 
doubt in rq mind but that Harold is right when ha says 
that the amount thef will buy voluntarily will be 
curtailed; but it Wlll be from the worker and not 
because the employer doesn't want to handle both 
things. The worker will simply say, "This is too 
much, and therefore I am going to cut do'llll. on 'lllf 
Bond purchases," 

UR. PAUL: But you can't compare the figure one 
billion two hundred and fifty with three hundred million . 
because you are not going to lose it all. 

H.M.JR: Harry - alao very much in the room -
another thing here that makes me want to go to work 
is the fact that management unanimously wants this 
thing. If nobody has talked to the man at the bench, 
for ua here - you and I and all of us in thl. a roan -
to approach this thing without finding out the 
repercussions - we haven ' t had time yet to get results 
fran the study in Buffalo as to what is happening to 
the people; but I say this , from the little I heard, 
that I dCil't think anrbody understand& what will happen 
to the workman ' s family. The thing I want to be so 
careful about is - and Harold will get the worst end 
of this thing because I am ao anxious to aee war 
Bonds go ao I treat him a ll ttle bit tougher than I 
would anybody else, and I am going to be more careful 
~bout it, that I don't aide with him, because I aa so 
1ntereated in it. 
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But the thing I would like to see at this stage 
Roy, or Harold, is what happens to a family with ' • 
between two and three thousand dollars , with two 
children. 

. MR. BLOUGH: I have that . 
• . 

H.M. JR: Do you want to read it out loud? I 
would like to know, because there is a limit, you know. 
You know, gentlemen, there is this thing - after all, 
the only thing that everybody in this room is inter­
ested in is licking Kr. Hitler. Now, if you hit these 
people too hard at this level;ou ar•e going to hit 
their morale, and we can't overlook this thing. What 
are tho figures , Roy? 

J.IR. BLOUGH: Well, you want a man between two and 
three thousand dollars, married couple, IVith two children. 

H.J.!. JR : Yes. 

MR. BLOUGH·: And this is the tax computed under the 
House bill. Let ' s take a man with an annual wage of 
twenty-five hundred dollars . He has two children. 

H.U. JR: Couldn't you start lower than that? 

I.!R. BI.a:IGH: Yes, I can go down to twelve hundred 
dollars . His week!; wage is twenty-four dollars. His 
Social Securi cy deduction next year will be two percent, 
or forcy-eight cents. 

ll.li. JR: Per week? 

UR. BLOUGH: Per week on twenty-four dollars. He 
will have no income tax to pay of any kind whatever. He 
will have two dollars and forcy cents deducted for bond 
purchases, making a total deduction of two dollars and 
eighty-eight cents out of twenty-four dollars. 

H.M. JR: Go to the next level . 

UR. BI.a:JG!!: '!he next level is fifteen hundred 
dollars. That is a weeklY wage of thirty dollars. 
Sixty cents a week, Social Security deduction; no income 
tax; three dollars on the bond quota; total withheld 
frCIIa thi r ty dollars is three dollars and sixty cents. 
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On two thousand dollars there is eighty cents 
Social Security deduction; no tax· four dollars 
Savings Bond quota; total withheld is four dollars 
and eighty cents. 
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TWenty-five hundred dollars, or fifty dollars a 
week ; one dollar Social Security deduction; thirty- five 
cents, i ncome tax deducted at the source; Savings Bonds 
quota, five dollars; total 1rl thheld, six dollars en.d 
thirty-five cents ; to which should be added tax on 1942 
income, a pro-rated share, one dollar and sixty cents a 
week. So he must meet seven dollars and ninety- five 
cents all together. 

H.loi.JR: Out of how much? 

UR. BLOOGH: C>.!t of fifty dollars, and of that 
amount six thirty- five would be withheld, and the 
other dollar sixty eents is the amount he has to save 
and scrape up to pay- -

H.!.!. JR: Pay? 

1!R. BLOOGll: ••• the Government on his 1!),2 income 
tax. 

H.W.JR: Do that one again, because that is where 
the deduction at the source comes in for the first time. 

JAR. BLOOGH: Under the House bill, yes, sir. 

H.~. JR : At what level? 

Jm. BLWGH: Above two thousand dollars. d Iddidn' t 
have between two thousand and twenty-five hun re 
dollars. I have twenty-five hundred dollars. 

H.W. JR: Do that again. 

1!R BLOUGH· Fifty dollars a week is whet he gets. 
Social Seourity.will take a dollar a week; the collection 
at source of income tax will take thirty- five cents from 
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him; his Savings Bonds quota will take five dollars 
from him. He will have withheld from hi a salary six 
dollars and thirty-five cents. He will also have to 
meet income taxes which on a weekly basis would be a 
dollar and sixty cents. Those won't be withheld. 
That is the amount he l'fill have to pa:r in installments, 
So the total on a weekl7 basis is seven ~inety-five 
out of fifty dollars. 

UR. PAUL: The greater part of that - five dollars 
of that is a saving, not a tax. 

UR. BLOUGH: Five out of seven ninet,y- five is 
saving. 

J.IR. 1:miTE: And Social Securi t,y is a saving. 

MR. BLOUGH: Six including the Social Security. 

At three thousand dollars he has a weekly wage 
of sixty dollars; social security deduction of one 
dollar and twenty cents; income tax withheld at the 
source, eightr-tive cents; Savings Bonds quo ta, six 
dollars; total withheld, eight dollars and five cents; 
in addition to which he has his rerrular income tax of 
three dollars and forty-four cents, or eleven forty­
nine out of sixcy dollars. 

H.Y. JR: Let me see that, please. Those are the 
figures I have been crying for . Savings bank quota~ 

IIR. BLaJGH: That is an error in typing. I am 
very sorry, Mr . Secretary. It is SavingsBond quota. 

H.Y.JR: Just come back here over mf shoulder. 
This is starting with twenty-five hundred dollars. 

(Mr . Paul left the conference . ) 

H.Y. JR: How long have you had these figures 
ready? They are the ones I have been trYing to see. 
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• 
!.!R. BL<lJGH: Since yesterday. 

H.M. JR: What is the difference? 

190 

• 
MR. BLOUGH: That (indicating) is the percent age 

of i ncome. 

H.J.L.JR: The twenty-five hundred dollar fellow 
pays seven ninety-five? 

I.IR. BLOUGH: Which is fifteen and nine- tenths 
percent of his income. 

H. I.I. JR: That is lower than what I thought. That 
is, including the--

MR. BLOUGH : ••• includin~ the savings, includ.ing 
the tax, including Social Security, and everything. 

l.!R. WHITE: That is the increase in Social Security 
which is being contemplated, 

MR. BLOUGH: Not being contemplated - i t is in the 
law now to take effect as of January first. 

MR. ODRGARD: This doesn't take account of the 
other deductions such as you mentioned, Community Chest, 
and so on. 

IJR. BLOOGB: The Government employee you asked for 
also. He has a somewhat stiffer situation because he 
in addition has the five percent Civil Service retire­
ment in place of Social Security • 

H.U. JR: Have you got that? 

MR. BLOUGH: Yes, I have that. Again a married 
person wi th no - marr ied person and two dependents ­
these are comparable. Instead of the Social Security 
he has a dollar and twenty cents. llis Civil Service 
retirement is five times the Social Security. 

\ 
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H.U. JR: He has no Social Security? 

}.ffi, BLOUGH: He has no Social Security, but he 
has in place of that the Civil Service retirement. 

H.M. JR: Who wants to take up from here on? 

MR. GRAVES: I would like to ask J.:r , Friedman 
a question. 

H. J.I. JR: Go ahead. 

Jm. GRAVES: Did you ask the Canadian employers -
you said you visited two - how maD¥ of their employeee 
were participating in the bond purchase program and 
what their rate of participation was? · 

MR. FRIEDMAN: No, we did not, but I did see the 
pay-roll books on one of those concerns. We looked 
through the pay-roll books, and I can say from just 
the inspection of the pay-roll books that a very large 
percentage of the employees--

J.!R. GRAVES: But you didn't ask for any figures? 

l1R. FRIEJl.!AN : We did not consider that within 
our purview. 

l!R. GRAVES: Of course that is a very significant 
point, that obviously in any company where participa­
tion in the plan, although the plan is available, is 
very small the difficulty of the employer in taking on 
this additional job would be much less . OUr objectivet 
as no one knows better than yourself, is to bring about 
a ninety percent, at least, participation in this plan, 
and on a basis, if we can attain it, of ten percent of 
gross pay roll. A com?any that is in that or near 
that objective would obViously be in an entirely dif­
ferent situation than the companies which had the plan 
in on a nominal or token basis. I think that is very 
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I 

Canada, in view of the late­
this pay-roll allo~ent , would 

MR. FRIEDMAN: I know one of these was certainly 
not nominal. As I say, we looked over the pay-roll 
records and saw the columna and the amounts that 
they ~ere deducting for each of these types of savings 
bonds. 

UR. SULLIVAll: Jlilton, were you with Dr. Atkeson 
when he visited the AT and T? I just had an oppor­
tunity. to apeak with him for a moment. I understood 
from him that the comptroller--

H.ll.JR: \'lho did you talk to? 

J.!R . SULLIVAN : The comptroller of the American 
Telephone and Telegraph gratuitously remarked that 
this would be sabotage - the pay-roll allotment plan. 
Is that correct? 

• LDt. FRIEIJ.IAN: The comptroller there v1as referring 
to the employees ' reactions, not the employer's side . 

LlR. SULLIVAN: That is what I understood. He 
was expressing his own opinion about what the eaployees 
would do. That was not an opinion about the effect on 
the employer' s pay- roll system. 

H.Y. JR: That is what I have pointed out; we 
really don't know how the employees will react. That 
is what we don't know. John, do you want to get in 
on this? 

UR . SULLIVAN: No, air. The report will ~e r~ady, 
we hope, tomorrow on the result of this invest1gat1on. 

H.M. JR: You don ' t know holY it will look? 
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UR. SJWVAN: No, I don't . You will reoall 
that Monday I said Mr. Cann had stated that i t looked 
as though about fifteen percent ot the employers would 
need additional equipment . This morning he said it 
might be nearer twenty-five, and they are trying on a 
sampling basis to rtnd out how much that means i n 
terms of additional machinery. 

H.k . JR : Of course that is something that once 
we get it - I mean, that isn't a question to argue 
about. It is a question--

IIR. SJLLlVAN: It is purely !actual. 

H.J.I. JR: That is, to go to ltr . trelson and sq, 
"They need so me.ny typewriters, so many addi~ machines, 
so maey computing machines. Can we get them? That is 
exclusive or the Bureau? 

MR. SlJLLIVAII: Yes, sir . 
• 

U. J4. JR: Foley? 

MR. FOLEY: \'/ell, I think that the fair way to 
put the question to the employee is to ask him whether 
or not it would facilitate his budgeting and facilitate 
his income tax payments if a plan similar to the plan 
under which he llurohases War Bonds were instituted and 
the comp&nf deducted at the source so much each pay 
period for income taxes. I think that is the wq to 
put it to the employee. The other way is the unfair 
way, because you are asking him, as Harry points out, 
it he is willing to pay more than he has ever paid 
before in the way of income taxes and pay-roll deduc­
t ions for War Bond purchases. 

It seeme to me that now we are putting a greater 
burden on the income tax system, and we will continue 
to increase t hat burden as we go along; that we are 
!aced with a permanent improvement in our income tax 
system that necessity compels us to take. While at the 
moment there will be a clash with your ,{ar Bond purchases, 
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nevertheless it seems to me it is a step that we 
inevitably =ust take if we are going to make our 
income tax system workable with these additional 
levies that the man in the low income brackets must 
pay for the first time. 

H.M.JR: The only thing there I don't - either 
you and narry don't understand, or I don't- all I 
was suggesting -is that the thing be explained to the 
workmen. There is nothing unfair about that , to explain 
to him what the proposal is. 

li:R • .'AliTr:: If you explain it, I think you would 
have to say something more than Ed said. I think it 
would have to be made clear to him tha~ though he 
is paying taxes in advance, he doesn't catch up to 
himself until he dies, so that this one year -let's 
put it this one year he is paying more. He will see 
that. I don't think it is in any sense an insuperable 
obstacle to his acceptance. I do think we can't over­
look the fact that it is in many oases going to cut 
down on the voluntary savin~s . In many cases it is 
going to out it some; how much I don't know. 

1m. FOLEY: I think a:ny worker would like to pay 
his income tax out of current earnings rather than 
to have to save out of current earnin~s to pey income 
taxes baaed upon income he received the year before. 

H.ll. JR: You didn ' t mean, H&rry, he wouldn't 
catch up to hilllself until he dies. 

IIR. WHITE: On this thing he catches up-­

H.l.!. JR: On this he catches up - in '44 you · 
become current, don't you, Randolph? 

LIR. WHITE: That is right. What I meant is he 
never gets this double pay back . 

I!R. SUU.IVAN: H&rry means in '44 it is being 
withheld for ' 45. 
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AIR. WHITE: Clle year he pays aomething out 
which he never gets baok. 

195 

MR. BLqUOH: Unless he becomes unemployed, in 
which case that is not correct. If he becomes sick 
or retires before he dies--

MR. WHITE: But for one year he is being asked 
to pay more. That irill become clear to him. I don't 
think that is asking too much, but I merely mean that 
1'1111 add to the curtailment of his voluntary uurchases 
in ms.ny oases, though I don't think it will b8 any­
thing like the amount suggested by Harold; but it will 
be something, and I think that has to be anticipated. 

!JR. FOLEY: I think it is the most si{'lli.t'icant 
thing that any Secretary of the ·Treasury has been 
faced with since we instituted the income tax system, 
and it is going to be a permanent thing when it is 
done. It is an improvement in the collection of · 
taxes that has to be made, it seems to me, in view 
of the exigencies of the' burden that you are throwing 
on the people . 

WR. ODEGARD: Ed, is it contemplated that ulti­
mately there will be collection at the source which 
will obviate the necessity for the income receiver 
making an additional return? 

J.IR. FOLEY: I don't think the thing will ever 
be that perfect, but I think that as improvements are 
made in the light .of experiences that are gained in 
the actual operation of the new system, there will be 
less actuallY collected from returns, that the wor~ 
will have to fill out later on, than will be true in 
the first i nstance. 

MR. ODEGARD: I am thinking merely from his point 
ot view. That is, he has to m&Ke out an income t~ 
return in any case; and if it were possible to obv1ate 
the neceaai ty for him making out this return, it Ylould 
be much stronger - he would have a much stronger case. 
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MR. FOLEY: I agree with you, Peter, but I 
think you will gradually work in that direction and 
you will neTer--

H.M.JR: You asked that--

MR. FOLEY: •• • attain perfection. 

H.U. JR: ••• about getting a return out of these 
thirty million people - I mean, this would be a sub­
sti tute. 

MR. STI:.VART: It is not a substitute . 

H.K. JR: But if it was , it would be a big argu­
ment in his faTor . 

MR. FOLEY: There is the other argument in its 
!avo~ that the fellow doesn't have to save. 

MR. ODEGARD: Do the ~nglish require a re turn, 
individual return? 

out 

MR. BLaJGH : Yes, the English do. 

MR. S~VART: It seems to me the employer oakes 
the return, and the employee signa it. 

IIR. BLaJGH: In Great Britain the Government 
assesses the tax on all peoDle, and the person simply 
files the statement of his incom~ and the Government 
makes the computation; but the return has to be filed. 

!.IR. WHITE: I t~ the mass of the people will 
be pleased next year. I think the~ will look back 
and 8811 "I am glad this was done . . 

I.IR . KUIIN: lfr , Secretary, could I ask a question 
of the people who made the inquiry? Did you put it 
to the employers as a withholding tax in principle and 
in general terms, or did you explain to the employers 
the procedure that they would have to follow under 
the proposed bill? 
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UR. FRIBDWlN: We did the latter. 

UR. KUHN: In all oases? 
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LIR. FRIBD!JAN: In all cases. 1'/e had a little 
mimeographed two or three page statement which de­
scribed the steps the employer would have to take 
,and in most case~ we let thv employer read that. ' 
.ve supplemented ~t by explanations, but in all cases 
we tried to investigate in great detail just exactly 
how it would fit into his pay-roll system, what 
additional steps he would have to take. 

H.ll.JR: Tarleau? 

){}! . 'ARLEAU: no, there is nothing much that I 
oan add, except that I always get a little nervous 
when they talk about, just as you {Kuhn) do, a with­
holdinf tax, because that again prejudices the thin$• 
It i sn t a withholding tax, but a method of collection 
at the source; a withholding tax is something that is 
in the Internal Revenue, and several examples of it 
are a withholding tax on non- residential aliens, a 
wlthholdin~ tax on·various ~fPeS of income. But this 
is not a Wl thholding tax; it is a collection system. 

I just noticed here when the Secretary was speak­
ing about low income people that single persons having 
an income of eiibteen hundred dollars a year last year 
paid a tax of, I think, somewhere around thirty dollars. 
This year he pays ninety- seven dollars and ninety 
cents; and under the bill that passed the House, on a 
salary of about eighteen hundred dollars a year, which 
is about thirty-four dollars a week, he will have to 
pay a tax of two hundred and thirty-six dollaPs and 
twenty cents. 

In the bill that the Secretary will appear for 
perhaps next January or February, instead of paying 
.two hundred thirty- six dollars and twenty cents, he 
may be asked to pay four hundred dollar& 

H.». JR: Will you underwrite DIY appear an~!'? 
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)IR. URI.EAU: I will bet on it. The fact 1e 
this fellow making th1 :ot;r-four dollars a week iiiJI • t 
going tc. han two hundred and thirt;r- lix dollars and 
twent;r oenta, or one-f~Urth of it, on the fifteenth 
of ).faroh, June, Sept•ber 1 and Deo•ber unleu sCIIIle• 
body gives him some help 1n forcing him to la;r some 
of that mone;r aside now. I mean, this two hundred 
thirty-six dollars and twenty ciiDh 1a larger, in 11f1 
own ob~::!on, than an;r indhi4ual debt, except eCIIIle 
unfor te disaster, that thia man J.a to aeet. It 
ia something, moreonr, in whi oh we han j1111ped !rOll 
about thlrt;r dollars to two hundred and thlrt;r-aix 
dollars, and I should tb.ln.k that that ia a oo.pelling -
to 11f1 1111Dd one of the OOIIpelling motins for going 
into a collection at the source syat•. 

B.ll. JR: Why don •t you go the whole hog end 
collect his income tax at the source? 

MR. TARLRAU: You mean collect the whole two 
hundred end thirty-six dollars and twenty cents? 

H.ll. JR: Yea. 

)IR. 'lliU.RAU: Well, for obvious reasons I would 
like to go ahaad and do that . You know the reasons 
that oo~lltd us to take the ten and bring it down 
to fin. 

B.K.JR: If ;rou could write •it, wouldn't fOU 
collect the whole thing, the whole two hundred end 
thirt;r odd dollars? 

liR. URLUU: I would, ;rea. 

)IR , WHITE: Don't ;rou expeot to move in that 
direotion? 

WR. TARLUU: Certainly. 

lLR. WBlTE: Juat gin it to h.iJa graeuall7. 
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J.IR. TARLE.lU: We are moviD& into thia thing 
gradually. This t r ansition per iod ia a tough one. 
You don't want to do it all at once but tbl.t, I think 
ia a factor that can' t be orerlooke~. Moreover, now ' 
going ba clt on the other aide take aou of the example a. 
We are going in to 1 t ao alowiy that the present effect 
on the bond program of a IIIli malting twenty- fin huiJl red 
dollars a year

1
·11W'ried, with two dependents - he ia 

paying fin do lara for Bonde of hi a fifty-dollar 
income, and I should think that additional thirty- fin 
ceo ta ian' t going to pre judice the fi n-doller ex­
penditure for Bolli s . .lt least I would feal tl:a t needa 
a great deal of explanation to make me !eel he would 
give up hi a fin-dollar Bond purchase because of thirty­
five cents he is prepaying on hie income tax. 

MR. WHITE: Except that it paycholo~cally has a 
little more impact thin the actual quent1tative measure. 

MR. TARLEAU: I can see that. 

MR. WHITE: A lot of people are on the line, and 
it doesn't take much pushing to get them to change 
thair minds about the amount of oontributiona . Look 
how that is apparent in the letter a tl:a t come to the 
Treasury. No JR&tter what the complaint is the man 
haa - it can be the Peat Office, the taxes, the spending 
of monq, the ny the .lrm;f operates - he says, "b long 
11 this continues I 11111 golng to atop buying Bonda. • It 
il the one annue he has in which he can expreas hie 
dislike or antagonism end takes it out of buying Bonde . 
There are uny who a re going to dislike thi a and talc! it 
out of their Bonda aa long aa the voluntaey plan is m . 

MR. T.lRL!lU: That ia true. 

J.!R . WHITE: There can merely be a differance of 
point of view aa to the 111110unt, but I don't think 
that you can take the position that it won ' t interhre 
to acme extant . 

liR. T.lRLElU: Y as • 
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UR. PAUL: Yes, but the interference is not gob1g 
to be to the full extent by a l011g shot. We are COIII­

paring a reduoticn of the o&le of Wt.r Bonds with a 
ayatem of collection at the source whioh is vital to 
the inc0111e tax not only next year but for all U.e. 

liR. ODEG.f.RD: Ral1dolph, on that I am IXl t clear 
about 'llhat data you have to say that if you den •t 
collect at the source you are going to lose a lot 
of revenue • 

.ID!. PAUL: I mentioned that. That is one point, 
but I don't want to stress it too much because nobody 
can c0111pute it. All I feel is that quite definitely 
there are a lot of ~eople who are going to fcl to file 
returns and pay theu tax when we get thirty million 
returns - and we are su~poaed to get that III&IIY - and 
we can't go out and pollee that, particularly today, 
eo we are going to lose the money that those defaulters 
would otherwise pay. 

l!R, WHITE: Might I ask a question? What will 
the total be if you move up to the tan percent? 

MR. PAUL: TWo and a half billion. 

UR. WHITE: If you move - when you get to the 
ten percent it will be two and a half billione. If 
you applY the average rate of intereat to that two 
and a half billicn the Govei'DIIlent will save fifty 
milliona a year, so that if there are aome additional 
expeneea merely in the collection of the tu one would 
have to--

lD!. SULLIVAN: Oh, no, it ien't for a full year 
you are aaving - it i• an average of eeven and a half 
montha. 

KR. WTE: Well the~ , you would have to modify 
it. 
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lo!R , Suu.IVAN: !bat 11 about lbat withholdiJig 
would oott. 

J.!R. !LOUGH: It 11 praotioall;r a full ;rear, Kr. 
Sullivan. If' tha tax ia paid in quarterl;r inatal.lJunte 
you have tubstantiall;r a tull ;rear - in faot , a lltUe 
more than a full ;rear in eo me ouu , 

KR. SULLIVAN : That ls right, but the experience 
in those bracket. affected b;r withholding has been that 
not a lllllll number have talc eo advm tage, 

l!R. Bl.OUGH: That baa been true in the paet, but 
not in the future . I am willing to gamble on that, 
because ot the beav;r ta%, 

~y I before thie meeting is over - I would like 
to have a couple of words, if I ma;r. The meeting seams 
to be get"-og well toward the end. I would like juat to 
add one or two pointe to what baa been said, especia lly 
by Ur. Foley and Mr. Tarleau. 

I~ ae1111111 to me tba t we have here a chance in the 
Un i ted States - we are pretty muah at the turning point 
i n the United states as to whether the people ' s tax, 
and we are going to have a people' a tax and we are 
getting a people 's tax - ..bather the tax on the usaes 
of the people levied b;r the Fedenl Govemmmt should be 
an income ta% in which you can have exemyuane and in 
which ;rou can have deduction• and reoogn tion of 
marital atatu1 and progreeaive ratee, and eo on, or 
whether our people'• ta% ie going to be a ealee ta%. 

(The Seor etar;r left the aonterence temporar ily. ) 

J.!R. ODEGJ.~: It il not going to eue the burden 
at all on handling the returns . 

l!R. PJ.UL: It will be harder for the Bureau. 
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l(R, WHITE: It IIIUetn•t be o~pu•ed to what it 
ia now . It 11111.8 t be compared with ilba t it will be 
with the expanaion . Enn eo it will complicate it, 
but we mustn ' t allocate all the troublee the;r are 
going to have to collection at the eou roe , 

J.Dt. FRIEDW: A large part involved with 
collection at the source is already involved wita 
information at the source . 

H.Y.JR: What else did ;you want to a&)', Ro;r? 

J.IR. BLOUGH: I was about to make this point, that 
we can make the income tax a people's tax or we can 
take heaV)' general sales taxes . I don't believe you 
can make the income tax a people's tax on anything 
like the scale that needs to be used under coming 
conditions without collection at the source; and that" 
it has a pe~ent aspect of the income lf&tmn and 
has been used in other countries to very good 
advantage. It can be used and should be used here 
to good advantage. 

Now the second point I would make is this, that 
if a biliion dollars collected at the source througn 
this tax cute down Bond purchases a billion dollars , 
)'OU are still considerabJ.y ahead because the billion 
dollars in one case is taxes wbich never bas to be 
paid bel*. IMre ian • t going to be t.llJ' doubt about the 
cashing of these things at a very •barraseing time, 
no intereat to ~· and so on . The Bonds, after all, 
are bonds , It u borrowing and do ea let the Secretary 
of the Treasury and the people of the United stat es 
in for the problem of rept.1ing them and repa;ying them 
.l'li th interest. You can take something in aacrifice 
in order to get this sort of thing in operation. 

MR. GRAVES: May I ask Ur. Blough a question 
about a statement he just made. I don't understand--
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H,L!.JR: I want to save three minutes at the 
end because I want to ask Stewart to give me his 
impression when we are through. 

L!R. GR!VES: 'Mien you say this billion dollars 
you are talking about ia taxes and not borrowing, 
you mean both are borrowing, if I understand this 
scheme. 

liR. BLOUGH: I may not have mede lllfaelf clear. 
I franltly don't believe that you can impoae income 
taxes on the plane on which we are abou! to impose 
income taxes, even in this billi and have them aueeeaa­
fully operated and have the pub io stand up to them 
without a method of tbia kind baing put into operation. 

!JR. GR!VES: That isn't 1111 point . I mean when 
you say in one case it is taxes and in the other case 
it is borrowing- -

YR. BLOUGH: As to the billion dollars it is 
borrowing for one year at no intereati but it is a · 
much bigger matter than that . You wi 1 gat this billion 
dollars and many other billions of dollars through 
collection at source which you will never get in any 
other way, and in that aenae it ian' t borrowing ·but 
taxes . 

B.U. JR: Well, you borrow this five percent for 
a year, but then you gin him a credit on his income 
tax. 

l!R. BLWGH: That ia riltht, but you are going 
to be able to impose taxes a~ a lenl fOU could never 
expect to impose on them without collecticn at the 
source, except through sales taxes. 

H.U. JR: Now, Walter , if you want to - I am 
very proud of myself--

UR. STBWlRT: I got the same impreuion as out 
of the interviews I had festerdaf . It ia ver,r 

• 
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d1!fioult. The ~troDgest difftreooe of opinion is 
at the point where there ia tht leut nidenoe, We 
don • t realcy know how much the w1 thholding at- the 
source will affect tlie Bond aalea, and I don • t mean 
to imply that the other inquiey was expected .J;p cover 
that. lt 1a difficult evidence to get, particSularlr 
to get it in a conclusive form. 

The evidence up to date, I would say, on these 
surveys, eo far as the •plorer was concemed, h 
that be would not find it an impoaeible task to 
adminiater. 

To get evidence as to bow the -ployeee feel 
would be much more difficult. I also agree that the 
teet there ia not ita popularity. 

The view tba t Foley and Blough expressed to 
me yesterday about the withholding tax being a 
permanent improvement and the lcng-term view I am 
entirely persuaded of . I think H h probabiy not 
only desirable but essential if you are going to 
administer an income tax at the levels tEAt you are 
working on and that it makes itself flexib:W.. I t 
rune into a pe.riod where you have got the {lroblem 
of the aalea of the Bonda, and cn that we Just don't 
know, but I would b_e prepared to ear it would 
jeopardiu it e0111ewh&t. 

It rou don 't do it now rou are quite likel¥ 
to have to do it at a leu convenient time. It 
would have been a fortunate tli ng to have had it. 
done a couple of rears ago. 

Now you are f aced with, "When will you do it?" 
If there are to be fUrther reductions, fUrther 
exemptions and lowering the level, you will find i t 
more difficult in ita flexibility of administration, 
fitting the fiscal program into the eoonomr. The 
method of collection is a definite ~ovement, 
and I think probabl,y a requirement atthia level. 
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Wht.t we don't know 11 the l'lactlcn which it 
mar have upon the Bond aalea and I would thillk 
that the proper thing to do 1a !irat1 perhaps, to 
go back to these one hundred and eight., firu and 
ask them the question in a more preci11 fol'lll, of 
tho kind we discueaed thi a morning, and than get 
such consensus of opinion u fOU can from the 
emplore e s . 

H.li.JR: Well, what I would like to do ia 
this becauee I am going on the aaa~aption that 
I nil han two weeks' time !rca tomorrow it I 
still decide to put in a he~e, ao to apeak, 
tomorrow when I appear, in Tfew of the machinery 
aide of the thing . • 

I wonder 1f thia group here oouldn' t me.et 
right after lunch, or anough of th• to meet and 
then aul:mi t it to the bigger gr oup - additional 
questions . I don't kn011 Who did it in the first 
case, but the questions are there. Go back to 
these people, both the amplo7er and the emplo7ee 
in thea• factories; to find out what effect this 
deduction at the source would have, llhat reaction 
it would have ganerall1 on Social Securitr, CODIIlUDitJ' 
Cheat, and what have you - how .,uld the7 !eel about 
it. 

I 111an, 1a deduction at the source auoh a big 
hurdle that theJwill aa7, "Wall, if fOU are going 
to do thla that ia all we can do , or will theJ 111• 
''We can do a little bit leaa", or, "It won't uke an1 
differance. • 

Ro7, I don't think that ia impoaaible. 

MR. BLOOGH: I aa quite in f avor of it , Ill'. 
Seoretarr. 

H.){. JR: I have got mough oonfldmce in the 
people in thla ro0111 here that it fOU people would 
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get together and fix up s01111thing and let the bo7s 
go out into the field again - I would onl7 let tba 
stay out a week, not more than a week. 

MR. WHITE: Do you expeot, Roy, that ;you would 
get any meaningful quantitative reaulta from an 
inquir,y of that kind? Certainly·no inveatigation 
which has ever been made of a ai.milar thing - and 

206 

there have been a number of ths -.de in universities, 
and I know - I 1111 familiar with three - haa yielded 
quantitative reaults which are worth the paper they 
are written oo . You will get what tha Secretaq has 
asked; you will get wba t their ree.Gtion to the idea 
is - it will be bad or good - but you will not emerge 
with anything even approaching the estimate of the 
extant to which your voluntary program wi ll be inter­
fered with. 

UR. STEWART: That ia eo far aa the sployee 
is concerned. As far as t he employer is concerned, 
you will get everything. 

H.K. JR: Well, look, let me just - I should be 
on ti.me - irrespective of what has happened before, 
Harq, I would like this thing done. See? It may 
not be worth the paper it is written on, but at 
least--

liR. illiTE: From a quantitative not qualitative -
you woo' t be able to I&J approxiateh how much. 

H.K. JR: Well, you oan get some ide&, and I think 
that Harold b on the weakest ground, if' he doeen •t 
mina '1111 saying it. He haa got to find data t~ !"!Pport 
the thing. He is just giving hie peraonal oplnlon, 
for what it is wo r th; and he may be right and he may 
be wrong . I think ever7bod3' here in the ro Clll agreea 
it is going to hurt war Bond sales. I don ' t think 
anrbodf here agrees that it won'~ · 

But I would like tbi e additional - I have got 
a week, and I would like to spend that week finding 
out. 
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Thie diecua eioa tor me waa Tll7 hel)ltUl, ud I 
must u.y that I was illpreued more with £he argumc t 
for deduction at the eouroe tlwl I wae atainet it -
I mean, listening thie morning. 

I have always said here, and I would like you to 
all keep ,this in mind - I have always made the state­
ment, as far as I am concerned I have got a plan tor 
a five-year war. Well, it I am pl&Jlning for a five­
year war this ia one of the fiscal stepa that I should 
take, because certainly i t we are in a five-year war 
we will have to do thie and I ban always aaid, "Let• a 
plan that this ar h going to be a five-year war. • 

But the machine17 thing, you will have that 
reacl,y Thursda;y? 

llR. SULLIV.lN: Yes air, I hope to have a report 
tomorrow morning. We ;Ill not have gone to WPB to 
find out--

H,U. JR: But you will go tomorrow? 

WR. SULLIVAN: T011.orrow af ternoon, ;yea, air. 

WR. ODmlABD: I was going to uke another 
suggeeti oa, that in getting the opinions of •plo;yeea 
it would ••• to me that 70u might u .. uchineey tor 
doing -that mch ae Likert• a 11&chlne17 rather than 
Ill'. Fri.a.D ' e. 

H.ll.JR1 •11, I think - I thought of that. I 
don • t knOll whetb,er Likert' a people are anilable • 
&It would thia group in aome ro011. oCiltinue thia thing 
after lunch to get thie queetionnaire up ao that 
between now and tODight it will be settled; and I 
think the Likert thing il a good idea. 

I han got to stop, blt thie ia one of t hi 
beet dia ouulona I han anr had, and Jlla1 I OOIIIpliment 
you all 011 7our low blood preeeure. (Laughter} 
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STATEMENT OF SECRETARY MORGENTHAU 
Bi10RE TBI 

9v C[d1/-,t ~ 

~-~ .-~ ... ,~ 
7/J. ,;o~ ... SEJATI FIIiiOI OOXKITTII 

JULY 23, 1942 
'f ! 30<>-- · 

You will recall that in his Budget Xeeeage ot 

January 5. President RooaeYelt asked tor additional 

taxes tor the fiscal year 1943, exclueiYe ot Social 

Security taxes, ot $1 billion. On Karch 3rd, I 

appeared before the Ooaaittee on Ways and Means ot the 

House and presented recoaaendations tor a tax prograa 

to produce $7,6o0 • illion in additional annual reYenue 

from taxes. On Kay 6th I wrote a letter to the Obairu.n 

of the Comeittee on Ways and Means reoomaending a r e­

duction in personal incoae tax exemptions to produce 

approximately $1,100 aillion aore revenue. These two 

rscoemendationa together involved a tax program ot 

$8,700 aillion ot additional reYsnue. These aaounts 

represented wha' I believed, and still belieYe, vas the 

very least that the iaerican people could afford to pro­

vide . 

It is only against the background of our war expen­

ditures that we can tell whether the reYenue bill before 

you ¥ill fulfi ll ita purpose. We are now spending 
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$150 aillion a day, or alaost $5 billion a aonth. In 

the fiscal year that is beginning we are co .. itted t o 

spend the alaoet inconceiYable eua of $77 billion to win 

this war for huaan freedoa. 

fhere can be no coaproaiee with these war expendi­

tures. Ve would not reduce thea if we could. Our whole 

effort must be to spend ae fast and as effectively ae 

possible in the production and use of our war aateriale. 

If our expenditures this year reach $77 billion, our re­

ceipts in revenue from the people aust bear soae reaeon­

able r elationship to that coloesal figure. If the House 

Bill were to becoas law it would be necessary to borrow 

f rom the public during this fiscal year $ billion. 

fo the extent that we enliet our current incoae in taxes 

to cut down thia borrowing, we shall be protecting the 

future eoonoaic eoundness of our country and our free in­

stit utions. fo t he extent that we fail, we shall be en­

dangering the survival of all that we are fighting to 

preserve. 

It is intereating t o coapare the fiscal aituation 

hera with the aituation in Great Britain and Canada, 
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reaember ing, of course, that they have been at var 

longer than ve. In its first full year of var, naaely, 

the fiscal year 1941, Canada devoted not quite one-fifth 

of its national incoae to the var effort; in the fiscal 

year 1943 it expects to devote aore than two-fifths of 

its national income to the war. In the fiscal year 

1941 Great Britain devoted almost half of its national 

income to the var effort, and in t he fiscal year 1943 

it expects to put Just about half of its national incoae 

into the var . In the fiscal year 1943, which will be 

our first full year of war , it is eetiaated that the 

United States will devote at least half of its national 

income to the var effort , Thus, thanks to the foresight 

of President Roosevelt and the splendid cooperation of 

Congrese, ve ehall in our first full year of war have 

devoted to the war effort a proportion of our national 

income coaparable to the proportions eiailarly devoted 

by Great Britain and Oan•da today. 

We get a different picture, however, if ve look at 

the percent of expenditure• financed through taxes in 

the three countr ies, aa shown in this table: 
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Percent of E!J!endituree Financed 
\hr oujh fans 

Flaoal: Great Br itain • On hid • Oa.nada Year • States I 

1941 44 61 

1943 52 57 37 

In the fiecal year 1941 Canada financed 61 percent 

of ita expenditures by taxation, and in the fiscal year 

1943 it expects to raise 57 percent !roe taxee . Great 

Britain, in the fiscal year 1941, financed 44 percent 

of its expenditures by taxation, and in the. fiscal year 

1943 it expects to raise 52 percent from taxes. In the 

United Statee, however, including federal, State, and 

local governaents, only 37 percent of total fiscal 1943 

Governaent expenditures would be financed by taxation 

on the basis of the levanue Bill now before you. It is 

clear that we are substantially behind Great Britain and 

O&nada in the proportion of our expenditures which we 

are raising f ro• taxes. Quite f rankly, I do not see 

why we should not do at least as well as Great Britain 

and Oa.nada, 
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Taxation and the Coat of Livin& 

Taxation does more than supply aoney to finance the 

war. It does more than apportion the war burden now, 

once and for all, instead of leaving it for further dis­

t ribution through taxes after tha war . VarUae taxaiion 

also playa an iaportant part in preventing rapid and con­

tinued increases in the cost of living. The President 

has announced a seven-point prograa for holding down the 

cost of living. Ceilings have been placed on pricsa, 

This fact uy have caused aany people to be unduly opti­

mistic about the future of the cost of living. It cannot 

be too strongly eaphaaised that if the pries ceilings are 

to be maintained and rapid and continuoue price riaea 

avoided, t he preaaure of the large and expanding voluae 

of coneuaer purohaaing power on the diainiahing eupply 

of goode aan be reduced . 

To reach a .mob larger voluae of conauaer purchaeina 

power, the 1111 DOW before you inoludea auch a broad 

reduction of peraonal exaaptions that it will affect 

almost eeven aillion individuals who have never paid 

direct taxea to the Fed.eral Goveruent before . If this 

section of the Bill ie paaeed ae it stands, soae thirty 
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million income tax returna will be filed in the new fiscal 

year ae against only 7,6oo,OOO in 1940. Xoreower, these 

thirty million individuals represent the bulk of conauaer 

demand today. The incoae tax baa, in fact, beooae a 

people's tax for the firet tiae in our history. 

Taxes cannot, by themeelvea, win the battle against 

inflation. The battle auet be fought with deterai.ne<l. 

and coordinated effort on many fronts. Taxat ion can be 

fully effective in this battle only if it is aocoapanied 

by reetraint and self-denial in other fields. Mevertheleee, 

taxation by itself can aake the price situation more con­

trollable and lees dangerous than it otherwise would be, 

and it ie an eeaential anti-inflationary weapon that 8Ust 

be uaed to the utaost. Inflation baa been well deeoribed 

as •the ruthleee process whereby eaorifice is imposed in­

equitably upon a people who have lacked the unity, the 

courage and intelligence to iapoee that sacrifice equitably 

upon theaeelvee.• It is for us to show that we have the 

unity, the courage, and the i.ntelligence t o check infla­

tion now. 

trea!Urr Prograa a Xini.ua Prograa 

fhe Adainietration'e revenue prograa vas preeented 

last Spring aa a aini.ua. On March 3rd, when I firet 
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camebefore the Vaye and Keane Ooaaittee, our total con­

templated expenditures for the fiscal year 1943 were 

$63 billion. Since then they have risen by $14 billion, 

and the total war appropriations, authorizations and re­

quests for this and succeeding fieoal years have risen 

by $50 billion. It ie true that the Bill before you 

would produce by far the greatest revenues in our history, 

and I would not wieh for one aoaent to ainiaize the taek 

performed by the Vaye and Keane Coaaittee. Yet this Bill 

would provide only $6.2 billion additional revenue in 

place of the $8.7 billion we reooamended in the Spring. 

It would fail by about $2.5 billion to reach that mini.ua 

of laet Spring, which is even acre emphatically the very 

least we oan afford to provide today. 

In presenting ita revenue prograa to the Ooaaittee 

on 'Itaya and Keane, the Treasury outlined aethod.e of tua.­

tion which it conaidered aoet desirable and appropriate 

to raise the required aaounte. I stil l believe that 

these propo~ale are sound and preeent the beat eourcee 

tor a revenue prograa of thie eize. They are baaed upon 

the principle of ability to pay, and they avoid euch de­

vices ae a general ealee tax, which would fall with ~he 
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greatest ~pact upon those least able to bear the burden. 

The various provisions of the idainistration prograa are 

vell known and it is not necessary to repeat thea here. 

I should like, however, to eaphasize certain points which 

I hope will be aost carefully considered by the Coaaittee. 

1. Special Privileges 

The Revenue Bill as it stands violates the basic 

principle of equity which is so iapor-ant to an all-out 

var finance prograa. It does this by leaving certain highly 

privileged groups tree troa tax on large portions of their 

income. 

'l'he first of these especially favored groups are -he 

recipients of tax-tree interest fro• State and aunioipal 

securities. lxeaption of interest on State and local eeouri­

ties is a serioua breach in our system of taxing according 

to ability to pay. For sxaapls. in the case of one indi­

vidual, out of a total reported incoae of approxiaately 

$975,000, over $668,000 eaae troa State and local securi­

tiea. If the Bill as it paaaed the House should becoae 

law, this individual would pay only $ : if, on the other 

hand, your co .. i-tee would adopt -r suggestion and reaove 

this pre-Pearl Harbor exeap-ion, he would pay $ 
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The glaring inequity of thie exeaption aay be ••en 

in another way. Under the tax ratee in the Houee Bill, 

a person with a eurtax inooae of $100,000 froa other 

sources who holde a 3 p~rcent tax exeapt eecurity receivee 

as auch net return after taxee aa froa a taxable eeourity 

yiillding 20 perce.nt. The edetence of thie apecial priYi­

lege for all holders of tax-free aeouritiea coats the 

Government and the people of the United States, under the 

House rates of tax, about $ a1111on a year;.and it will 

coat still aore ae our wartiae taxes ie~ne&~and aore 

wealthy individuala to shift their investments into the 

hide-out of tax exeapt securities. 

How can we expect to obtain an all-out war effort 

froa all our people if we go on peraitting a group of in-

• dividuale and corporation• owning $1~ billion of State 

and local 11ouriUes to go tax free on the incoae froa thell 

securities? We are &eking our young aen to give their livee 

in our defenee, and at the eaae tiae we are allowing aanr 

wealthy persona behind the linea to eecape their fair ehare 

of the war's financial burden . At a tiae when we are strain­

ing our energies to the utaoet to defeat a powerfUl and 

ruthleee foe , coaaon decency requiree •that we abolilh 
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these special tax ehelters. &Dd do it now. 

Another highly privileged }roup having large a.ounte 

of income exempt froa incoae tax are the owners of oil 

welle and aines. I refer to thoee provieione of ~~ law 

dealing with percentage depletion. Percentage depletion 

is a serious breach in our eyetea of taxation according 

to ability to pay. 

I cannot believe that the taxpayers of iaerica would 

knowingly eanction a provision of the law which allove 

owners of oil and gae vella to deduct froa their incoae 

27t percent of their gross receipts from such wells--not 

for one year. two years. or the period neceseary to return 

inveataent, but for an ttnliaited period. For exaaple, a 

leading oil coapany owned a nuaber of oil properties which 

had ooet U $3 aillion. U the tiae the case vas exaai.ned 

percentage depletion of $3.6 aillion had already been al­

lowed and the properties etill had three-fourths of the 

oil left. 

Certainly we cannot justify thie exeaption on the 

ground that it encourages exploration and drilling for 

oil. There ie grave doubt that it hae a eubetantial effect 

on oil diecovery. It would have coet the Federal Govern­

aent leee than one-third ae auch to have paid all t4• 
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cost of every wild-cat well that wae drilled 1n 19~1 than 

to have allowed percentage depletion and the associated 

intangible drilling expeneee, at an annual cost of 

$208 aillion to the Treasury and the taxpayere. 

The privilege of filing separate incoae tax returne 

furnishes another exaaple of special tax advantage to 

many aarried couples having larger than ordinary 1ncoaee. 

In taailiee in which the income ia earned partly by the 

husband and partly by the wife and in faailiee 1n which 

income earning property can be divided between huaband 

and wife, the tax on the family income is less than where 

the husband or wife receives the whole income. The 

family ia the true economic unit, and it ia unfair tor 

the amount of tax on the family to vary depending upon 

who earne the incoae or upon who in the family has in­

coae producing property. ibility to pay taxes aust be 

judged in teras of taaily 1ncoaes and not the 1ncoaee 

ot aeabere of the taaily. The failure to require joint 

income tax returns constitutes a violation of the principle 

upon which our tax syetea should be baaed, 

!he adoption of aandatory joint returns would also 

eliainate another diacriaination prevailing under exist­

ing law. Married oouplee living in the eight or nine eo-
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called coaaunity property Statea receiYe tax a4Yantagea 

which are in no way coaaenaurate to any special relation­

ship that .ay exist between husbands and wiYee in those 

States. For exaaple, tate a faaily in which the husband 

has a salary of $10,000 ·after deducUone. It the faa1ly 

has its residence in. say. California, the faaily tax 

would be $2,138, while if the faaily liYee in, say, Iowa, 

t he tax would be $2,549, or nearly 20 percent eore. !he 

discriaination is eYen aore pronounced with larger incoaee. 

In this national eaergency, how can we coaplacently per­

mit the citisena of these coaaunity property States a 

more faYorable tax status than those of the rest of the 

country? 

These examples of special priYileges are intolerable 

at a tiae like this, when we are iapoaing heaYJ taxes on 

peraone with saall incoaee and there ie pressure for liaiting 

wages and fata prices. !he country ie in greater danger 

today than IYer before in its history. The war is now in 

its aoat critical phase, and only by pulling together aa 

a united people can we aate the effort that will turn the 

tide toward Yictory. At such a tiae any special priYilege 

tor any aaall group not only depriYea the !re&&ury of 
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revenue that is badly needed for the var effort, but it 

hinders the war effort by underainina the aorale without 

which the war cannot be won. 

loopholee 

2. Excefa Prof1 te !'ax 
f 

Another aimilar hindrance to the prosecution o! 

this •people's war• is the existence o! excessive profits 

in wartime. There is no easier way t o stir the righteous 

anger of tba iaerican people than to let them bear 

constantly o! excessive vartiae profits that are not 

being recovered by adequate taxation. I have said 

repeatedly that we are deterained to take the profit out 

o! war, and the Treasury •a recouendatione have been 

!raaed with thia deteraination in aind. 

! n e!!ective excess pro!ite tax does aucb aore than 

produce badly needed revenue in time o! war. It also 

reassures the auees of our faraere and workers that 

industry 11 not beina rewarded unduly !or ita part in 
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the wi nning of the var. 

I do not belieTe that any patriotic !aerican needa 

the •incentive• of profite to produce for war at thia 

time. Milliona of our people are willing to pay new and 

genuinely burdenaone taxea, to buy War Bonde wit.hout 

stint, and to face rising liTing coats with etatic wagea 

and salaries. Their only •incentiTe• is their firn 

resolve to win this var and build a better future . 

Experience has shown, however, that when excess 

profits taxes are too high they aay result in extrava­

gance and waste in the conduct of business. It is 

vitally important that we stimulate business to produce 

!or war purpoaee as economically and efficiently as 

possible, if for no other reaeon than to avoid a waste 

of war aateriala and labor and to hold down the coat of 

the w.r to the GoTer1111ent. {_ Keree•er, a baaineu n wn•t. 

p-illft fe1 tile f11h11.) for theee reasons we have recon­

nended a 90 percent excess profits tax coupled with a 

10 percent credit· for return to the corporation after 

the war. ~post-war credit to industry will not only 

encourage eoonoay and efficiency but at the aaae tine 

will help toward the rebuilding of our econonic life. 

It should, of course, be restricted in such a aanner 

Regraded Unclassified



- 15 - 226 

that it would be used !or the direct eaployaent o! labor , 

the conTeraion o! plant to peace-tiae buaineae or !or 

other usee proaoting econoaic adjustment and growth. 

3. Tax on Freight and lxpE!IB 

One tax that would be iapoeed by the Bill before 

you directly threatens the stability o! prices. !his 

is t he tax on freight and expreae which would add to the 

cost of producing and supplying practically eTery 

comaodity and eerTice. In great nuabera o! caaes the 

added coat would aake it iapoesible !or businesses to 

continue to operate under the price ceilings which have 

been iaposed and the breaches in the price ceilings 

which would thereby be caused would threaten tmwhole 

price structure . 

Conclusion 

I ehall not atte8pt today to diseuse the more tecb­

nical aepecte o! the long and coaplex Bill before you, 

nor to enlarge further upon the aubjecta I haTe aentionld 

already. !ha 'l'reasury eta!f atanda read)' , u always, to 

aasi1t you in eTery way poeaible in carrying ou* your 

di!fioult and reepon1ible taak. I should like, however, 

to aake Juat one 110re appeal. l't'ery day conauaed in 
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your Coaaittee'e work will lose us substantial aaounts 

of reTenue under the excise tax portions of the Bill. 

Every day that can be saved in enacting thie will enable 

it to produce just eo much more in needed revenue. Every 

day saved will give our ci~zene additional time to ad­

just themselves to the impact of the most severe tax bill 

in all our history. 

I aa discussing our tax problea with you today on 

broader grounds than that of revenue alone. It ie ay 

conviction that the people of this country want a 

courageous tax bill, and want it with the least poseible 

delay . They are ready for greater eacrifices than some 

of u1 imagine. The overwhelming aajority of them, I am 

convinced, want us in Washington to show a deteraination 

that ie worthy of their own. They will be critical of us 

only if we 1eea to palter or haggle, or if we pay too 

much attention t o the deaands of selfish groupe, or if 

we seem half-hearted in asking eaori!ices of the people 

as a whole. 

Our acceptance ~f sacrifice on the hoae front ia 

a yardstick of our deteraination to win the war. lor 

this reason it ie unthinkable to me that we should be 

straining every effort on the production l ine and on the 
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fighting fronts abroad and at the same time be anything 

lese than all- out in the finan~ing of the war effort . 

This war, above all others, can be won only by hard 

fighting and heavy loseee, by the acceptance of riete 

and deprivations, and by the united effort of civilians 

and fighting men alike, In this kind of war a tax bill 

oan be a decisive battle. It could be lost by narrow 

_, vision and faulty leadership. It can be won by boldnese 

and courage . I aa confident that this Coaaittee will 

live up to its high responsibilities and keep faith with 

a united people. 
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I am discussing our tax problea with you today 

on broader ground than that of revenue alone. It ie _, 

conviction that the people of this country want a 

courageoue tax bill, and want it with the ~saet possible 

delay. They are ready for greater sacrifices than soae 

of us iaagine. The overwhelaing aajority of thea, I aa 

convinced, want ue in Washington to show a deteraination 

that is worthy of their own. They will be critical of us 
7-

only if we seea to palter r haggle, or if we pay too 
~ 

much attention to the deaands of selfish groupe, ot if 

we seea half-hearted in aeking sacrifices of the people 

ae a whole . - \ 

Our acceptance of eac~ice on the hoae front ie 

a yardstick of our deteraination to win the war . For 

this reason it ie unthinkable to ae that we should be 

straining every effor~ ;Pn the production line and on the 

fighting fronts abroad'and at the eaae tiae be anything 

------less than all-out in the financing of the war effort. 

This war , above all others, can be won only by hard fi&ht-

--------
ing and~eaYy loeeee by the acceptance of risks and 

deprivatione, and by the united effort of civilians and 

fighting aen alike . In this kind of war a tax bill can 
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be a decieive battle. It could be loet by narrow vision 

and raulty leadership. It can be von by boldnees and 

courage. I aa confident that this Committee will live up 

to its high responsibilities and keep taith with a united 

people. 
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You vlll recall ''-' la ble lldtlt 11•1&1• of 

January 5\b, Preeldent Rooewrelt aetld for addltl ... l 

, .... tor ne fiecal rear 1911}, ••l••h• ot S.Clal 

aecurl'r \&sea, ot $7 ~1llloe. On Karob }rd, I 

llppear td bit ore n. Oo•l "" Oft .,.,. ucl ..... of .... 

Houee and preaeeted reoo .. eadatloaa for a tas pro,raa 

•• produce $7,600 alllloa 1• &ddltloaal 18"181 reY .... 

fro• b .ne. 011 Mar 'til I vro·,, a hUer to tbl Ollatr .. 

ot \he co .. t "" oa lf&JI aad Xeua reoo...cllq • r .. 

duc,loa la perao .. l 1aooae taw ewe.ptlone to pr04aoe 

apprortaa••lr $1,100 atllloa aor• rwr•-•· Th••• , .. 

recouiDd&Uoae to11tller 111Y01Yid a taw proaru of 

$1,700 aUU• of MdlUoul rwrtftl. TIIIM ua•h 

repr .... W Wllat I Mllwrld, aad eUU MllWJI, vae till 

•err 1111\ tllat tu uerlou poople oo•lcl atfor.t tl ,,.. 

•tde, 

It h oalr aplDI' Ut ti&Oll:lfoud of CIIU W.l llrP IDf 
' 

Uu11 \ba' .,. ou tell ••tiler ••• rwr .... "Ul Mfore 

roa vtll fulfill ltl parpoee. Ve are aov eponcllftl 
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t l50 alllloa a day, or al .. at $5 -lllloa a ...... Ia 

tile tltoal .,., ••• la Mllalai ... ., .. , te .,.t 

tile alaoat laoo.eol..-lo ... of $77 blllloa to wla 

tlllt war for ~ frtlta•. 

233 

flltrt OU M ao ooapnalN wUil tiltH w.r OIJI71 

Ullrtt, Vt IIIO'ald not rodlaoo til• lf ..... ld, 0u 

wbolt effort .. ,t bo to apond aa faat aad aa oftoatlYal'f 

at potolblo la tllo p~otloe aad ••• of oar war aatarlala, 

It ou ol'p..tUuaa tllta you raaoll S77 bUUoa, ou re. 

odph ta r"ODU troa tllo peoplo ••t M&r .... rta.aa 

ablt rolatloaelllp to t~t oolooaal tl,.ro, If tile !oaao 

1111 woro to baaaao law U voald bo ftOOite&l"f to borrow 

troa tile pm-lto dllrlac tlllt tt ... l ,., a~t $53 bllltoa. 

fo tile ut•t tllat .. oaUot oar OUI'Iftt taooao 1a tano 

to .. , clowa tllle bonowtq, •• tllall be protooUq tllo 

fllt'lli'O •••••-'• 11 r•aooo of oar ooutl"f aad ou froo 
laaUtaUoao. t• tllo , .. ,oat t~' .. taU, vo ollall bo 

t'Min1or1ac tllo nnlftl of all tllat vo a~e ttpu., to 

pre""'· 
1\ 11 latoreotlq to eoapare tllo tltoal tlt•Uoa 

biro vltll tllo lltuU• la Gr•t lrltala ud Oe•u, 

( 
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rueQediiCo Of OOUII, \Ia&\ , • ., MYI Maa a\ IIU' 

loqtr tllaa we. Ia lh tlr1\ fllll Je&r of .. ,, ... 1,, 

\Ill fboal Jl&r 191ll, Oevde .... ,. M' 41111\0 IIM-flf .. 

of U• uUo.l boo• te , ... vai' etton: 1a tile n .. l 

7ear 1916} U OlrpOOh to d ... to Mfl , .... \wo-tlftlll If 

n. D&UOMl lnooM to .... •r. Ia ... flll&l ,.r 

1941 Gnat irltala ..._,. al.oet ulf of lh uUH&l 

laco .. to tllo •r effort, &lid u tile fieeal 1ear 1916) 

u eJpeoh to ,., J••' IJiou\ ult of Ue aaUooal lMOM 

lnto tile •r. I a till tteoal Je&r 1916,, wtaloll will M 

oar flr•t full 1ear of war, ' ' 11 ••''•'od , ... , tile 

Unltld Stat•• wlll d ... ,. at leae\ llalf of ''' natloaal 

lnooM 'o no •r effort. t••· tll&ak• to till foreelpt 

of Preeldaat looe.,elt &Dd tile IPle.dld ••Oflra,loa of 

OOIICfOII, we lUll la .. , flrl' full 11&f Of war ll&YI 

dnoW to tile war etfert a pr0110rUoa of ou aaUoaal 

lMOM ~11 te tile pr.,.rUoae elallarl7 .... ,. 

111 Great lrl tala ... Oantdl tod&J'. 

We P' a dllfernt plotue, ....,.,., , 1t we leot a' 

ne peront of ..,.ue.r .. ft.noed , .. ,.._. tu•• la 

\lle nne •utrl•, u UoWII la tile followlq tul•s 
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ll ( .. , ., liar) 

57 J7 

Ia \lla n .. 1 Je&r 19a.1 Oark fbaaelll 61 ,..,._, 

of l\1 arpiDdltQroa -, tasatloa, &ad la tile fl ... 1 JIU 

194} lt lllfPIOh to rallo 57 percent fJ'oa tu••· Ck~ 
lrltala, la \Ill tleoa1 1oar 1~1, tlauoed ~ porooat 

of Ua ftJ)ftdltuoa bJ taaUoa, &ad la tba flloal 1oar 

194} U awpeoh to raleo 52 perooat froa taaoa, Ia \llo 

Ualted Statll, llo..,ar, lM111dlq fMir&1• lta\o, aad 

1ooa1 l"•n..ta. oa11 }7 parooat of total tleoa1 1~} 

GoYer sat IIJ atttu11 1111nl1d Ill flaaalld-, tuatloa 

oa tile llule ef till ••-• 1111 DOW llofore ,.., It 11 

olar tMt" an .-nuuanr Mlllad Groat Jrltala Ull 

Cauda la till pnpertloa of oar owpoadl tuoa at• " 
are ra111., fi'H taue. QI?Uo fr&UlJ• I de •' ... 

..,_, n aa.o.td .. , de at ... , u well •• Gnat Jrltala 

aadO••dtl, 
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t &l t tlol 1'1 tilt 9tpt of LlJ''' 
fanUoa don •r• , .. ..,1, ... , te tl•at'l tilt 

war. It dott •r• tbu apperUtB "'.,...,.... ...,, 
oaot and for all, lad ... of laa•l .. U ftr fUU!I' ",_ 

trlwUoa ""OtaP \ant after "' war, WarU• taut&• 

altt playa u l.,.rtaat part la prn•U .. rapid aM..._ 

Ua .. ct lHrtBttt la "' tttt of lhlq, ftt PntldtBt 

llat unouotd a , .... polat pi'Oift.l for lleldlq ..,. tM 

oot' of U•lq, CtlUJIIII lle•t Mea plaotd • prlttt, 

fllh taot •1 ""' taUtd aany pttplt ,. lilt .... , eptl­

aletlo .-o.t tilt r.tut of tlt ooet of ll•lq, I' tsnn,t 

lilt too ''1'18111 18JMthed '"' lt tile prltt otlUa11 art 
'o be aalatal.., aM tapl4 aa4 ... ,, .... , prltt rlltt 

,.,,._., ''' ,,,, ..... tf ''' l ar1• and IWJnsdlac .. 1 ... 

of ••n•nr puellulq ,.,. .. • "' "'"'""' ..,1, 
of ,..._ anstt '- rs•••••· 

Tt ,_.. a .a larpr .. 1 ... of ttaeuer JUOlulai 

penr, tilt IUl atW lltftrt ,.. lMltldtt tul a tlrtt.t 

r!CIMtltB tf peraunl .. ..,,ltat '"' U rill atfnt 

alHit , .... aUU• lsdlYldaalt ,., MY! M\'tr pald 

dlrttt ,. .. , M "' Jedtral CloYtra11!8t lltftrt. Jt tlllt 

•eouoa tf "' Ill l lt ,..., .. u U ttaMt, •• '"'" 
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alllloa laoo•• tax re\GrDa will be flliCI la •~• aew tl ... l 
rear •• aplaat oalr 7.60o.ooo sa 19110. .. ...... ,. '"" 
t•trtr elllloa 1D41YS41&1a ,.,, .... , t~1 '-It ef 1 ..... ,, 
4111Ud \odaJ. n. Sao•l \u .... Sa , .... ~ ..... a 
peopla'• taa tor •~• tlrat ts .. la o.r ~SitlfJ. 

Taa11 oaaeot, b.r •••••1l•••• wta \l1 '-t\11 aaataet 
lntlaUoa. fill MUle • • t M to~\ vU• cl1\1nl ... 
&ad ooor4lu.\ICI If ton .. ..., tnat1. faAUoa .. M 

tullr eff1ott•• Sa tbil •ttll oalr lf lt Sa aooo.,..let 
br lll\ralnt aad aelf-diDlal Sa .... , fSelcta. IIYI,..Ill .. , 
\aaatloa 111J ltaelf oaa aak1 \•1 prS11 aStaatl• aor1 ..._ 

trollabll ancl 1111 ...,., ... ·~ '' ot•erwt•• voalcl -.. 
an4 U h u ..... ttal aatl-Satlau ... , ,.., .. *' _., 
ba •aid to \M •'-•'· latlaU• •• Mia .. u cte11rl"-' 
• • •tu ntllll ... '"""' vller1111J .. rltlll h ,.,.,eel a .. 
a.-StUlr.,.. a,.., •• no llaYI lulriCI tu •Ur. tu 
·~ ... tatellSI ••1 to Snp111 ••• ... rstto1 ..-s..-lr 
liPID tlll••ll•••· • It 11 for u to allow \M.t " MYI \M 

ualtr ... 1 ... ,.... ud ••~ tatelUa1ao1 to olllllr Satl .. 
Uoa aow. 

fr""l' lr"D' a llat= Ppgy 
fta Mal•btraU•'• , ...... prearaa •• preaeatet 

laat lprSq u a aJ•S-. 011 Jlarelll )n, "'• I ttrat 
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OUI MfOrl \lat f&JI ud ..... OHalUH, OV te\a1 ..... 

'"'1a\ecl ,.,.-"._" tor u.. tlNa1 rear t,a.) nn *'' -ll1loa, 11 .. 1 ,.._ ,Ia., ._ .. rla .. 'r $1- 'l11loa, 

and 'Ia' te\&1 war appnprlaUoae, .. ,IMtrlau ... .- re­

qu"'' tor tlah ud ..... ,., tlMal 1•r• ••• rlloa 

_, S15 -ll1loa. I' le 'r.• 'Ia&' 'Ia• 1111 '-f•r• ,.a 

would pronee 'r fu \lie 1r•te•' rrr ... •• la ov laletery, 

&Del I WG~~lcl 110\ riP for •• •••t to alalalle tilt tuk 

perforaecl ., \be W&J• ud ..... OoaalttH. ''' tlall 1111 
would proYlcle lftlJ $6,) -lllloa adclUloaal rrrlftl la 

plaot of tbl 11.7 'l1lloa we reeooaeaclecl ln \be lprl.,, 

n WOIIlcl fall ., &llollt $1 ,It -lllloa to I'ID.OII tbat alai­

of lut Bprtq, '*lo ll .., .... ,. •pla&UoallJ 'b• ••1'1 
l•1t we ... afton to proYlclt tocla7. 

Ia preeoa'illl Ue rrr ... JI'OIJ'U to ,., Oo•"'" 
oa lf&J1.., lr•, tile fl'IUUJ •tllaecl •tlllocl• of w..­
,, .. wllell lt .... ~rod ••' cl1elrallle ud ..,roprla\1 

" rat" till r-.alnd • ute, 1 1Ull -.u ... tlla\ . 

\lle11 pro,oale an 101 d ucl ,,. ... , \Ill"" '""" 
for a ,.., .... pn.,.a ot tble alee, fbiJ are -.locl .,.. 

\Ill prlaolple et allllltJ te ,..,, aacS \IIIJ aYOlcl nell de­

•1••• u a ••••nl a1" t&a, '*10 ... ld fall ritla tile 
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1reateet lapaot apoa tlloll leut ule to Mar ne Mn&ea. 

file ftrlou prOYlel•• of tlae ~lalltraU• ,....,.. an 

well taewa aacl It ll .. , •"•IIUT to r.,_t .._ laere. · 

I elacnald Uh, llov ... r, to • .,lllllebe eertala pelate "''" 

I Jaope wU1 Ill aoet •ret.llr eoaeldii'M "r tlat Oo•Utee. 

1. beolal frlrilWJ 

Tbe a ...... 1111 ae lt etaa41 Ylolatee tbe '-ale 

prl .. lplt of lfl'lltJ wllloll b eo bpor,aat to u all...t 

war flnanae 111'11J'U, It cloee tlah -, 1ea•lq oert&la 

b1p1r prlYUepcl pot~pe frH fi'Ga tu oa 1arp porUoM 

of \llelr laao ... 

the fl*•' of ,._ .... .,eolallr faYOred aroap• are tile 

realpl .. te ef taa-fr" latereet froa State aacl .. lolpal 

IIOVUhe, lz ... Uoa If latorHt .. 8t&tl aM 100&1 HIUl• 

U• 11 a .. n ... -.... 1a IIV .,,, .. ef taatq .... Nlal 
to ulUtJ to ,., • rer ...,1 •• 1a tile ..,. ef ... llllllt-

•tdal, •• of a total r.,.rtM l••••• of ..,nalatelr 
$975,000, wor *"1,001 ,_state Md 1 ... 1 e...n-

Uee, It tile IUl at It paeeld till lftll ellftlC 'noa1 

•••· tlale tact•tdl&l ... tc ,., ... , .,.,,ooo, tt, .. ,._. 
otlaer laud, r•r oe·'"" ... tc ..so,t., ..,..,,loll ... 
nane tllll ,,._,earl •rMr 111 gU•, be ••141 ,., M)I,OOO 
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• • • 

1M &Wbl .tal ..... " w • ...,,Ia., " ... 
1a ....... .,. ...... .. taa "'- 1a ...... ll11, 

1 ,.. .. Wl" a IWtu lp II a tl tlOO.OOO '"- t"-

MWIU •• MU. I I,..._, tu II Sl INUltJ .... , ... 

•• ..- .. , ,_..,.. an. tuu •• ,._ a tuane ..... ,., 

Ji.US.. 10 ,....,. 1M allt.Me at '"' .,..w ,.lYt• 

le&e t• .U ..., ••• at tu-b>ee •-UlM ....... 

Gonr_, ul "• ,..,1e tl tM Vlalt., Statu, .._ tile 

ioue NlM at tea. aMis\ 1100 lllW• a 7..,1 &M 1t 11111 

_, lUll ........ ..u.. ... U.,l- ....... 

•e&lUIJ lMlYl'"h ta M1ft tllelf ... -..te la\e tile 

~ ...... , at ... ...,, ..... ,u ... 
._ eaa • ..,.., \e Htala u .u .. t _, att•t 

,... all ... ,..,.. 11 .. p- ,. •• uu ... P'WP ., J.a­

Utlhh u1 .. .,...u.. s81 tlA ~UU• at State 

ulleeal .... su.. " .. taa,..- u.. lepxa,... u.. •• 

..... IUMt le ... u'1111 ... r--. - te pn tllall' UtM 

t• \Mlp ... ., .... at"'·- u.. ..... .u..a...., 
wal.U., , ••••• .., ••• , ..... u.., " ...... "-lf tall' 

...... , ....... ti=Mll1 .. ••• " • u.. ..... ... 

etNI•lRI ... -at• ta tM atMit \a .. ,., a ,_hl 

ul nw ... 111, a m ... tU7 ,.,._ U..\ • &Hlhl! 
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tMM ...... , ... .Wtln, ..... " ... 

_..... \tplJ ,.l'IUtpt .,.., lla•bc lup •• ... 

ot 1 ...... _,, flota b•r' .._ ... •• _ .. ''"' el.U 

..U. ul .s.... I relw tit tMat JN'ill_, t1 tilt t. 

••"ac elt\ ......... ..,UtliL. .......... a.,uu. 

11 • 11r1 .. w..U la .. "''- ot tuaU• •••.,.,'• 

to uWt, .. Jll• 

1 .... , Mllne t\at t\1 ..,...,,., et ....,1• ...U 

24.1 

U.1ac1J ..,,._ • ,. .. 111. at "" la• l&lu a11we 

-• at ell ... au walla te ..... , tr• t\llr '•••• 

17t pera•t tl t\alr .,... nttlJ\1 tr• 111u ..U1-ut 

tlf .. ,..,, tw ,...., • t\1 ,..1 .. IIIIIIIP7 te ret•• 

1A'f11-.., kt t .. Ia wlleiW per1 ... fW a-.la, I 

ltd'll ell 1 ; ., -a a aw• .t oil ,..,.ruaa eUa 

w .... " .. ll1111111e " tM u .. "" ...... ·-lu& 
........ t.tl.U. el .... allU• w alPetll ~- al• 

1 ... u& th JllftrUII aull W tllr-t-"" ot tall 

ell left. 

~- ... , J•utJ t\la ...,u ... "" 
...... tMt 1t ••aaoa UJllfaU• ... &r1lllac t• 

oll. 'fMH 11 .,..,. ._., U.t 1t llu a nMtae'lal ott•' 

- ell u .... ..,. u ...u ....... , "" l"-1 .... 

..,, looa ,.., ...,t\!N 11 .,.. tit ••• J&ll all t\1 
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Hit el .,_, wll' •' ..U tala' .... WM la 1N1 U.. 

, ..... elltnl ,....a,. te,l.U• ......... ~aw 

~ataacnb •'" •as • ., ••••• , .. .. , .. , ., 

•• alll1• te • 'fp...., ... ~. ~ .... 
!M ,rhU .. ef ftlla& ,.,...'- 'n•• \aa re-.. 

twwll• ... ~ .. .- :1• tt ..,..1a1-. .au\ace te 

MJ11 .... 1 .. elllfbe M'fias 1a1'1• \Mia •41MrJ l"nllo 

la f..USM la •tu &lie h •• U -.4 ,..U, ~ till 

bullui aU ,..u, ~ &lie wlte ... la f..WII la 01111 

lu•e eanlal ,..,.n, eu k 4.1•14-' h'- lluMM 

aM wife, tile tu - U.. f..U, fp I ll leN ~ --

U.. !Joe•"" • w1le •••hn &lie •11• IM••· Tile 

t...U, u tM tnt unnle .. u, ... it 1t ata1r tw 
• 

tM ..... et .. - u.. t.-111 ,, .....,. ,., •• h .. 1lpOil 

...................... la tM tlaill ... lao­

..... ....u. ,..,." .. nuu;r te,., tu• _, 11e 

Jllllct& la ,_ ef feelll ,,._, - .. , tU 1M ... 

If '•1 ef tM f..U,o 1M tail•e te P .. IIJ.H Jt1et 

lea•• tea Htwu ... ufttea • 'fltltU• of the hela· 

eeatal JPlaal~ .-~- tea 11•t• 11M "- .._ ... 

~~----~-
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!111 U.,Ua et .... '-1 Jela' ••'- ...U &1M 

1J !elMk ...... u .. ~a~.-u ... lft11111c .... alet-

lac 1u. ....,.1 ....... u.s .. 1a u.. elp' .. .-. 

11 nll .. 1 '" ........-, lta,ea PHtht taa ............ 

llhitk are 1a u .., • .... ,, te .., aptt1al relaU-­

aldp Ulat -., old \tbtea llu-..u &M wlne 1a thee• · 

Stat... lw anaph, t&kt • tu.llJ 1a altll tM U.MM 

••• M1arr et no,ooo after ..... u... u tka fM11J 

ll&a lk Pill._.. Ia. ..,, Cal.Uenla, tile tiBllJ tu 

wt.U M 1a.1a, IIIIUt U tlte talq Una la, Ml• 1-, 

the tu wo.U lit U,M8, or aearq 10 pereat ..... Tile 

UtiPlalaaUa 1a na MPI praoiiU .. wltk lii'&IP U.O..a. 

la tltil aaU~ _,.,,. U. eaa •• eaplaeeatlJ ,... 

aU tM alUaMI et ~- 1 •'tr ,.., .. t, Statea a 

_., ta'rW'IIIle -. datu U.... tllo11 ot tke Pllt et tU 

-w,t 
fttM • zlt• et ., .. 1a1 ,.hU•c•• are 1Att1-bl.e 

at a tiM Ub w., -.. w are .lapoalac llea'7 .tu .. • 

pwaou wlU. ..U w .. a ad tile ... 11 ,., .. _., tw UalU.. 

.., ..... tva .. 1.... n. ... ,,., 11 1a P' .. , .. ..., .. 

t-, U.. ww Mtwe 1a Ua ~.,_,. fte .. la - 1a 

lta ... , wlUal,-.e, ... -17 ll7 pwll'•& t~&•tller u 
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a a1W JMJl• .. w ..U ~~ ettw\ tat lll1l tan tile 

U .. \..ari Yle\IPJ• lt t.a a \1111 _, .,..1a1 priYUtp 

t•.., P'owt .. , tall a.,.iY .. •• "'euwr et rn • 

u.t 1a bUll ...... fw eu .. ettwt, t.t ·u "'"''' 
the ._.. eff•t liJ =t •• I•IB& tM lllftlt 111~Ht a!u tM 

......... , ..... 
I. ilmt J'r:tfUt ty 

~- ,s.n .. u.tn..e tt ~· '"" .. "• et ~. 

•pttplt't war• 11 •• eaiat ... • tf tlttaa1Yt prtf1\t 1a 

aPtiM. 1M•• a • eu1• .., tt eu. ._ •IP'-

uc•r ot \be AIMI'1 ... petplt , .. to let til• h ... ooaa\taU, 

of tuettht ..U.t profUt \bat art .. t bt1JIC reeoYtr., 

b7 ahpte tuaU-. I ban Mit repeate41J tbat •• are 

tettnia .. \t tab Uui JI'OfU out of ._.., &111 the Tr1Uilr7'• 

... • ... u ..... b- .fftaet -.1~ thi.l 4ettN1Jiat1• 

1a ILlllll. 

1a ett•Un .,.,, pretltt tu '"' .u ... , tMa 

pral•t .a, Mtbt rn•• 1a U.. et ._... It alH 

,.., ... tM •ttM et ,_ tuan•t ..a tu\IPJ •rltll't 

tllet IMMtl'f lt M\ Mia& r-"ef ataJ1 tw 1\t put Ia 

tbe ., ..... et ~· ..... 

1 u .,, MUn• u.t .., ,.vletlt ....,1 .. ...., 
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tM •u.eU•o• et '"tlto to ,. ..... tw wu at w. 
t.llll. IUlll_. et ov ...-,lo uo wtlllq toN .. ... 

,_.,ee), ~ ......... tau., to "' ........ ...... 

aUat, ... k .. wltu.t 8llf of ~o .... --... 1-101 

aliA o•oa ooa•IRl-oo of .. 111 lito. !llelr ..q 

•1aeeau•o• 1a Ulolr tll'll roaabo to wla Wo wu ... 

llu.1U • Mtbr hhn. 

bt••1-o ... au., ....... tbat -- OIMII 

prat1b tuoo uo too ll.lp \MJ _, raa111t 1a odnft• 

paao u4 nato 1a Ulo oo .... t of wol.Moa. It 1a 

dtallJ 119oPtaat tb&t w at.w.lato wo1M11 to,. ..... 

tor .. pvpoooe u oa-.!oallJ u4 ott1e1etlt u 

poaolblo, 1l tw .. other •-• thea to anil a .. to 

ot ar Mtwlalo oa4 law W to UU •- tho oNt et 

tU .... to ... a.. ...... ,. Kwonw, ............ u 

to a..t17 1llll llelp t-" ~o robwllil• et ow 

aaoanlo llto. rw thooo roaaoaa • MYo POO .... 

• ao ,...., ...... prot1to tu lftPl" •1~ • 10 ...... 

.... u t• ro,.,. lo Ulo NPpW&Uoa aftw tU -.. 1M 

OP .. U UOIIlt, of oowoo, h POibbW 1a lad a •• .,. 

Ulat U will• bo •" tar tM tlroot a,l.,...t ot laW, 

tha a~Roro1oa et pl.u' to p .... ts.. Nlaoal • t• 

othor ... ,.._tlac 11mato ••Ju.._t ... powlL 

Regraded Unclassified



0.. ... tMt • .u " ....... "' \:M .1111 w .. 
,.. U.MU, ._ • ._. tM atUWlJ et ,.s... ft.1a 

11 tu tu .. t..J.P~ u1 ........ 111&1a -.1• ... " ..._ 

ooat of ,..a.1q ad •PPlJbi ,..au..U, WW7 

• rllt7 ul alftlaa. Ia veat • ••• et .... u.. 
..... '"' •.U ate 1t hlpe111lll• fw NliMIII te 

••tiMe " .,....,, .-.,. tM ,.1 .... u'-1• alu ••• 
Mia IBJIIrl ... U.. W11a!tN 1a tbe ,.1 .. NU'-11 

ala ...U •-'r ~. ••rl ...U t!tr•tea tile -.11 

prl•• .......... 

em tv'• 
1 aWl Ml au_,, -..., te u ..... tM ... , ~ 

246 

alMl ....... If tM 1-. ul e-,lea 81U Hfere 7 ... 

.., b ••'up ,_.. .,.. • .Uj11b I !tan _U_.. 

eJ.n.l,r. 1M fHuv7 atatf atula ....,, 11 al.,a, b 

111lat 7 .. 1a ..., ~ ,...n1e 1a ....,s.., .. , ,_ 

Uftl•U ... ,..,_.l'llle talk. I u..al• 1lkl, • .,_., 

" Mb ,., ...... •weal· .. ., .., ...... 1a 

,_ c-lttee'a ...t wUllMe u n\ataaUal ... b 

of Pft'•U .... tM eq1M tu ,..u .. If till J1ll. 

bW7 .., tut .. H ..... 1a _.,be tlaJ.a wlll -"1• 
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u ,. ,.. ..... J•t .. -.k .... 1a ...... ... r. ...., 

kJ .. ., .. will &h• ... el\la .. aMl's-1 U. '' at­
Jut Ul.,tl.,N te tile ._, et tile ... , ..._, tu \lU 

1a all .... ldt,..,. 

1 • u ... a1aa ... tu JPH1• a~,..~ • 
..... , .. h ..... , .. , ., ,.,_ allu. It 11 lllf 

eouhU• tllat tM PMJl• et WI •-"7 _, a 

,...,..., tu \W, 1M _, 1\ wl~ ~. l .. t ptttl\le 

'lhl· fMJ •• ,..., ,., peat. .... u1 ... t1aaa ... 

of u s-ew. tile .,. Ldel11 •J•U~ tf ~-. 1 • 
•••lat .. , •aa' u 1a ••"'ilt. te U.. a ,,,..,,.u .. tUt 

11 WI'Uf If ~dr -., ~ will h IPltleal at U eelf 

1t ..... " ,altiP .. Mal• ... 1t •• ,., "' ... 

alt•U• te ~~ 4 "• ef taltlu paqe, w 1t • 

•-llalt.-n.t 1a utlq aelt .. •l•' at~~ reer1t u 

a *-le. 

o.. .... ,, '" fll -u1 .. aa tte t.. ,_, 1a 

a ,.,..Uell fll ... let• I•U• te wla ~ ..,.. fw 

~11 ran• 1t 1a •Utl*llll• te • tllat w aMII14 M 

atralale& _..., ettwt • tile fl&LU.C frat. aw-' u4 

- ~ ,.. ... u. llae at ........ at ....... tlM " 

~ UN 'Lia all-wt 1e Uta 1 .... 1111 at U.. _, 
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• lf. 

ett.n. ~ ... , aNn all ,....._, ... M - ..q ., 
111ft tJ.PU..,. tM .,,.,.. ... , et •lab ul .. b•U-, 
... " ~ ..tw .,, .. , et •hiU••• ... tiPUac -
all.U. Ia tllu kbA et .. a tu wu .. " a &eelahe -llaUh. It u.u·"• lett • •nw Ylel•.,. taaltr 

l ..... UJ.,. n - • .. '' -.u .......... .,.. 1 

.. ••atU.t .... , w. c-1\\ .. wUl u ....... lb ~ 

,.,,_.1\WU• ... a., taltll wltll a .alt .. Jllll•• 

UPttl 
7/1tiU lltli P.lf. 
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To: Secr .etary Morgentbau 

FrCill: Kr. Paul July 22, 1942 

This memorandum is intended briefly to review the 
conference held by the two of us this afternoon with 
Senators George and Barkley. 

You handed a copy of the statement {without some 
of the final changes made later in the afternoon) to 
~essrs. George and Barkley. Both ot them read it quite 
carefully, taking some time to do eo. You told t hem 
that you had gone over the statement with the President 
at lunch and that he approved. 

Senator Barkley asked whether you wished his 
approval of the points Ill& de. You replied tba t you merely 
wanted him to see whether the statement had any sins of 
omission or commission, that ia , if he wanted any 
additional points added or anything in particular deleted. 

Senator Barkley than said he did not but that he frankly 
would like to tell you his inclination to be against you 
on the tax exempt iasue and joint returns issue. He said 
that he was not adamant on these points. With respect to 
the tax exempt issue, he had no constitutional doubts but 
c:erel y stressed the point that the States issued bo.nds at 
a lower rate of interest because of the exemption feature, 
thus saving money to t he people of the States . I pointed 
out this factor was a small one in the equation. 

With respect to the joint returns issue, Senator 
Barkley has the feeling that the provision is a reversal 
of t r end on women's rights. He expressed himself as be­
ing completely with us on the community property issue 
but said that he thought euch a provision would delay the 
Bill conaiderably even if the Finance Committee inserted 
it . 

On the sales tax, Senator Barkley r ecounted that he 
had always been against such a tax except as a last resort 

and the only question in hia mind was whethe.r this was 
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the time for & last resort. Sen&tor George said he did 
not believe there w&s such & strong sentiment for & sales 
tax as some months ago when be personally bad been for 
it, but now he W&s inclined ag&inst it. 

Sen&tor George also said that be did not think the 
tax exempt &nd the joint returns points would go through 
the Committee &!though at one point in his conversation 
he indicated that perhaps one of the two ot them would 
on a tr&de. No mention w&a made during the session of 
the percentage depletion point. 

Both Sen&tora expressed &pproval ot the form of the 
at&tement &nd & desire to incre&se the amount ot t&xes 
in the House Bill . Georfe expl&ined more in det&il that 
be thought the individU& r&tes &t le&at, &nd perh&ps 
&lao the corporate r&tes, should be incre&aed so &s to 
allow flexibility for debt deductions &nd insurance 
premium deductions. 

l?!c~ 
• • 

Regraded Unclassified



HMJr: 

Opera tor : 

HHJr: 

Ch1et' 
.11l•on: 

HI'.Jr: 

Ht·!Jr: 

!ll~Jr : 

,., , .. . 
ffi~r : 

l!l>lJr: 

.. . .. . 
HMJr: 

'II : 

HMJr: 

'N : 

HMJr: 

Hello . . 
14r. ltileon. 

Chien 

Yes , Mr. Secretary . 

Ju.ly 22, 1942. 
4:30 o. o. 

I s~ke t~ the President ~nd t old biro that I 
thoUght that when Mrs . Roo@evelt was at her 
cottage , there ehould be a man there looking 
aft er her Ju.et the way there 1 P a man &t oy 
1ilace. 

Yes, elr. 

And he agreed. 

251. 

All right, we ' ll have a man there all t ne time. 

Bu. t no t ...• 

When she ' s there. 

Only when she ' s there. 

Yea, s ir. 

Only when - I said I wou.ldn't ask her, I'd Just 
do it . 

Yea, sir • 

See? 

Well , all - all right , I 'll work thot out r i ght 
a way , lU'. Secr etary. 

You. might inform her or have whoever 1 a U.? 
ther e , your man u~ there , i nfor m her. 

Yee, s ir. 

You see , bu.t ••.• 
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:W.Jr: 

· .. : 
'iMJr: 

P.li.Jr: 

- 2-

:i ee, e1r. 

I ' ~ - I' d 11Le you to do 1t. 

All r1ght, s1r, we v111. 

And they t ook good oare ofher over the week-end. 

Well, t.~at 1 e 1'1ne, ~nd I'm glad to hMr that. 

All r 1ght, Ch1e1'. 

All r1ght, e1r. 
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HY.Jr: 

Oper .. tor: 

HI4Jr : 

Operntor: 

HMJr: 

Operator: 

~lra .Xethryn 
Br A.,y : 

Oper~ tor: 

HMJr: 

B: 

H!{Jr: 

B: 

HMJr: 

B: 

!D'.Jr: " 
B: 

HI4Jr: 

B: 

HMJr: 

B: 

HI!J'r: 

Hello. 

!Use Tul.ly 1e with the Pre&1dent. 

'~o is theret 

l~r s . Brady? 

Okay. 

1 111 try to get her on. 

Yea, e1r. 

Mrs . Brady. 

Mrs , Brady . ••• 

Yee , eir • 

253 

.. .. I don ' t know m1 baseball very good, but 
when you throw from flret to eeoond t o the 
pitcher, . what 1a that? 

That ' s a double-pl ay. 

Double- play. 

~om fir st t ~ second to the pitcher? 

'lell, anywe.y to - t o the Olltcher. 

Yeah, that 1 e a d~uble-pllly . 

Well , All right. Well, here ' a one from you 
to Grace to the Preeident nov. 

(Laughs) Oh, come on. 

What? 

All right , what i s i t ? 

What is 1 tt 
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B: 

HMJr: 

B: 

HMJr: 

B: 

!l)!Jr: 

B: 

IIMJr: 

B: 

HMJr: 

B: 

HHJr: 

B: 

'IMJr: 

B: 

HMJr: 

!l : 

HMJr: 

B: 

HMJr: 

B: 

- 2 -

Yeah, what is it? (Laugh&) I' ll let you know 
1! I oan carry the ball. 

(Laughs) All right. You look str ong. 

(Laughs) 

The Presi dent hapoened to tell ~e thAt the Chief 
Just1oe t urned h1~ down on a request he made or 
h1~. 

Oh ! 

Hello? 

Oh-oh. 

Now I' ve got a suscee tion to make t o the ?resi dent 
and ·~~ebody else . . .. 

l1h huh . 

. .• . that the ex- Ch1et Juatloe Hughes •.•• 

l1h huh. 

•.•• to ask h1m to do that rubber buslneea. 

Yes, sir. 

Now can you carry that? 

Sure, t~t'a easy. 

tiithout dropping ltt 

Oh, that's easy. 

Okay. 

All r i ght, slr. 

Goodbye. 

Goodbye. 

.. Regraded Unclassified



cc-Dr. Whitt 

HY~r: Kel lo. 

OperAt or: Hr. McCabe . · 

ThomA 9 
i·lcCobe : Hello. 

HHJr: Hello . 

1~ : Hello, Mr. Secreta ry. 

fii-:.Jr: Yes, Mr. McCabe. 

Ju.ly 22, 19~2. 
4 :40 p .m. 

!( : 'llby, we have a t entative <!r a ft o r a llemo on our -
<leoisi o n on tbia silver t hing. 

HY.Jr: Yeah. 

l·l : I was Juet getting rea<!y t o sen<! that over to 
Harry 'Nhi t e . 

HI1Jr: Yeah. 

1• : I wae going to have Fre<l Ecke r and Judge 
f We\dneky, who ' s down here- the two ot them 

have been wor king on this with our Policy 
Comm1 ttee. 

'!HJr: I s •.teiz1nsky w1 tb you now? 

!! : Yes. 

HY~r: I <!1dn 1 t ltnow that . 

H: Yeah, he'~ a t;ran<l fellow t oo. 

!!MJr: Yeah, e h, he'~ a good men . 

l• : And what I was go1ns to havs - send tbis ovRr 
informally • ••• 

HI1Jr : Yeah. 

M: • •• • to Harry . . .• 

HMJr: That1 s good. 

Regraded Unclassified



M: 

!00r1 

~l : 

!!l~r 1 

M1 

!!MJr: 

k : 

!l:~Jr: 

!4 : 

~r : 

. , . 
"•• 

IIMJr I 

l·l : 

HY.Jr: 

M: 

Hli.Jr: 

H: 

!!lt.Jr 1 

M: 

- 2 -

••• • eo that 1t ~ouldn 1 t be any ott1c1al - no 
a i snn ture at all. 

And then aee ho~ we like i t, htamm? 

And then get his reaction. 

Yea. 

256 

And then I - then theee two men will be glad to 
~ it down with him informally •••• 

Fine. 

•.•• end thrash i t, s~d then it- 1! i t reaches 
the ~oint where you want to d1acuse it with us ..• • 

Uh huh. 

.••• why , I' ll be gl ad to. How sener8lly this is 
the decision t~t we reached ••• • 

Yeah • 

• .•• that- tha t eo far aa lend-leasing silver tor 
industri al nurposes, that sPsme okay ...• 

Yeah. 

••• • that for coinPge ourpoeee, we have ser i ous 
doubts abou t that. 

I see. 

Particularly now, and we 1ve lett the door open 
on 1t, 

Yeah. 

But unless there vns some extraordinary reason given, 
that i s, I could seize on n lumo sum basis where 
No1•way was restored as a nation and t.lld abMlutely 
no Rilver whatever, to atsrt a oo1na~e system tha t 
we co~ld consider. 

Yeah. 

But the princi pal requeat here comi ng troa Britain •. • • 

• Regraded Unclassified



HMJr: 

ll : 

!IMJr: 

HJ..Jr: 

J.: : 

s.:..!Jr: 

M: 

HIJ.Jr : 

14 : 

HMJr: 

!!MJr: 

V. : 

!IM.ir: 

M: 

!IMJr: 

l·l : 

257 
- 3 -

Ye& •••• 

All • .•. 

•••• Australia, where we have men and they have 
no small coins - running out ot them. Our troops 
down there are suffering beoauee they have a leek 
ot coins - Australis. 

Xee. 

·.~ell, anyway I 1m •••• 

.,'ell , a..--ayvay • . •• 

•••• I 1m - I'm much more intereeted i n the coinage 
than I am in the - tor the 1n6uetr1sl use. 

You are. 

Oh, yes, because- it 1a theae countries that ­
where we aave our troops like England end 
Australia end thRt - I wae i nt er ested i n helping 
them out. Arter all, through ••.• 

Well , now 1t we le t Harry bring that out wi th 
these two men •••• 

I ae:.~ • .•. 

I'll tell llerry. 

You te:i.l lillrry. 

Xe&h - it vas - it was the•~ countries· and their 
coi nages eP treaAury to t reaaury - because Neleon 
is going to l e t t~em have th18 allver through a 
oorooration or J ones ' tor inOua tr1~l uee. 

He is? 

Xes. Well, let them come over an6 see Harry. 
lie knoue the whole stcr)". 

All right. 
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HJ.:Jr: 

ffi1Jr: 

!~: 

.. . 
!iii.J r: 

HMJr: 

11: 

HMJr: 

M: 

HMJr: 

M: 

Hlo\Jr: 

14 : 

HI1Jr: 

- ~ -

But it was the coinage thing I woe principally 
lnterePted ln. 

I aee. 

But l et them come over, and I appreciate the eplrit 
ln whioh you 1re approaching this. 

Well , we 're- we don't want to make any herd-and­
re et deo1e1on on thi e .••• 

No. ..Ul right • 

.••• without having ~lenty chance to ~brash it out • 

Thank y.,u , llr. McCabe. 

And then, the next thin& I don 1 t think you could 
th3t even when we reach e decision 

on it, we feel that it would he very desirable for 
ue to informally discuss this ot lea st with the 
chalrmen or the two Appr opriations Committees. 

Okay. liell, look ...• 

Do you eee why? 

~ell - let your men talk with Harry flret, you &ee? 

Okey. 

And see where we get, hmm? 

All right. 

All right. 

Rlghto. 

Thank you. 
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orriCI at LaJ).UAa Alllln8riA!'ICII 
n,.._ruta~ Z2d • ..., n. 

WASBIJO!OI, D.C. 

M7 22, 1942 

Dr. ~ 11111w 
lllne\Gr of ~ ... eeroll 
llooa2Ut 
!JSWUJ 
·~• D.C. 

DMr llr. Wll1 w, 

I ~-· Ml'fti\11 draft ot propoeed let\er t.o 
tbe 8eeretal7 • \be abjeot ot l.end-1-iaC 
au_. OODCendlll wllioll llr. lloOaba ~ ,.... 
todq. 

I .........,. tbet it J'Oil daail'e • to 10 t.Dt.o tile 
~- tvt.ber ,.... wUl ....Ue • • 

• 

COPt 

Sin~J' ,....n, 

•I• rr..t loiter 

r. •· llobr 
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., ciMr Ill". Seore\&171 

!1>18 .&dldaS.t.nUOD bu oceaicl..-.cl Ill'. llan7 D. ftit.e•o 
• .,r..,._ ot .11&17 U, oat.it.lecl •Pron.oioD ot aunr t.c .n 
t.be n...S. ot l'lri....U.7 roreip Cout.ri11", receipt. ot 'lbioh 
Ill". St.et.t.iniu ooU.lodced .11&17 1). 

It. Sa DV Till' t.bet. -or t.be .lA ot llarch U, 19411 
c.ll end ..._. t.be polioioo ..soptecl b,r t.111a ._,,.,.,.,.t1011, 
.u ... r Sa a 1 tl\7 wbich Sa l..s-leaoablo lor ''t""Ml 
uoo \o lrcl hoM ~r111, pl'lll't'iMd tbe .-1 .~ ot 
J-t.1t1eaUon tor ' ad I••• aid _.. .to. ...,.,, it. 18 ov 
rl• t.bet -.dor lli18\1Di ai...-t.aaooo IDII .....S. 10 tv opporalllt., 
it. wwlcl not. - Ill _.. poliOJ to lond-loue ou ... r t.o uq 
CCNDtz'7 for pa.I'JIM .. of n 1=p. 

It oU ...- Sa t.c be t.ruotorr.cl, • lllldorotand thlt., .. 1c1o 
tto. \be .lA ot ..,..11 11, 1941, tbe 'lrlana7 hao not. 1t.oolt 
illdoprdent ltlta\orJ pconr t.c lend ou_. or ooll 1t at t.be 
wol'14 a:rbt. prSae t.o a tr1....n7 toreip o-r,. On that. 
.. ~s.., w ..,..., t.hat. inoofar .. oU,... Sa t.c be t...,._ 
torr.cl.....,.. t• s..Mtr1ol ••• t.be Jll'lfenblo 8ltbDcl t.c Ill 
tollll'acl ia aoqoo1r11t1 t.be .u ..... wwlcl be tor t.111a ~ 
U• to dee1.-t.e tho,.......,. .. it.e qoat. t.o .,...~~a~. 111_. 
ftoc. ' l- _.. .. at. t.be price - hliq po1d b,r t.be Tl'llftl'1 
wllaa u. pa t .. oll'"r tor -..,. ..,... .. , i.e., a tnoti011 

- 'I'll - -· u Udl Sa ~iool, ..... , .... 
al~ ... *' W. ~otnticm .,...halo ollftl' tto. t.lla 
Tl'I&Uili')'o otook pUo at. tbe •- price t.be Tl'MIIU'1 poid wllr 
)IU"'IIIuial r .. l\1 on oo-t. Tho poooar ot \liSa .&aiJiiotn\1011 
\o .U. till\ ,......, _. t.be ponr of t.be Tna.., t.o .U. that. 
t..-t.r an 11.,. b,r a..t.ioll 3(a)(2) of t.bo Act. ot lluelo u, 1941, 
o.U. .. .,. •' ....,.,.... t.c p17 a hiper prioo, or t.o ._.... 
TNWUJ oil_. "J att.IPI tor ......_,\1011 oibar oart.itlca\11. 
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2&1 

Tbe Sec,..tuT of tbe freenr7 - 2 - 7/22/J:l 

h be'" 11•• -idemto. \o tbe na .. u• -.te 11J tbe 

,.,.....,.,. Ulll 'IIJ ,.,.eral lllaberw ot \be a...w llpeo1al au,..,. 
~\\ .. \bet witlo ...._t t o oUnr w .U. epecial ••••• 

witlo tr1~ -\ri- \o ...... \be n\Gnl \o \be IJII1\ed 1\o\11 

of tbe llllllblr ot ouc• ot IU1'1r 1- laooed , h np; 11 tlolt 

tbet propoeed oatepu'd wa 1JiteDdecl ~it oU1'1r...,.. to lone 

W... lend.-1-ed tor coloac•· It •- to u •mroUIIJ'7 .,._ 
other 11 to be lend.-l ... ed tor ~rial u•, Ull OlD be l"ftd1l7 

aubjocted to tbe prorlelono of tloe appllooblo Lea~•• Iuter 

Acr-· ot o-.e, t he tr11Ddl7 oCIO&Dtr7 11blob riOG....S o1lftl' 

could do eo w1 tbolt poajlldice to urr op\1.., it ~ .,_..t. •d 

obtaill to dlooberp tbe obliptioa 1Dovrecl 'IIJ ret""'lD& u lq'd..._ 

liD\ a.ber ot - ot oU,..r. 

llltore ..tlll'ltlD& ·- urr JII'OP'UI tor 1end.-1 ... 1D& .u ..... 
... •-ld - to 111'1 to tbe Appropriat1.., a-tttaao ot tbe two 

Bou• ot Coecree• DoUco ot..,.. 1D-t1• eo tlolt 1t U..,- tit 

tMJ wtpt Gi'I'UI 1D oplDioD 11J)OO the nbjaot , • 

• 
7/22/J:l 

COPt 

81Doorel7 :J'OQH, 

~ B. lloCebe 
Aotlllc 'Hn1•tretor 
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.......... , .... 
ftla ':J': .. Wl..n ._ _. I 

a~q•JINfiM .. la~ ~! ,_ te ... a ....... - u. _, ., u. nne. .. 
...... " ,., I _.... Jut ••• 

... , ., ..... fta1ttlllc- ...... -
M\lw I I ulw ... 1•1 \llir .u1 laM 
I lu U. ~tall-~ .. ,..-,.. ....... ,....... ,_ 1M. 

• - 'e) lei b ., as. '-• .... 
'- ·~ • .,... ... et ..... - ea1F " u. ..... _._ .. ,-.. u. .. el'tiiPt 
•• nu,. n .-a~ .a .... .._ • ....... 
wltu.t ,._ ~ ... I fM1 U.t ,... ..n 
........ .-1 ........ ,.,. •• .,. 

"a ••~• 

(llped) B. ~thaa, Jr . ... .. .. , . 
• a 
u~ :a • 1i1J =:a;;:•· "''s' ,,.,, ••. 0 

2162 • . 

101) • CC to 'l'hOIIpOOII 
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Sailu letten datecl 7/22/42 1•1 II. llorpatua. l'r. -
•ent to th• tollowiac: 

Jll'. 1o1m Barria 

Jlr, Izzr Bappapon 

Jll'. Dan Ictzal 

lfr. Be.rol4 J'1 tzgerel4 

Jll'. loliD .necll 

lfr. Rioll: a1o11:n-

Jll'. L . B. I6I,J'er 

Jlr. SaaP-811:1 

lfr. • •.rtin JDUleaa 

lfr• • llar pret lla1ft' 

Jlr . 'l'raor Bulla 

lfr. l"r&DII: L . ae D 

Jll' . Al J'1nll:8 

lfr. Aroh BDowl" 

llr. Chul" SIIDuraa 

Jll'. Bo'b o •Donnell 

Jll' . 114 CoUtu 

Jll'. J"rannl: ... ~ore! 

Jll'. J. T. atollud• 

lfr. Barry Artlnlr 

Jll' . Hardie Jla•lr1 n 
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_ ........... ,.._ ... Jr ... , • ....... 

0 ... 

• 

• ha r • s ., a 

••• 

Wile 2 011 

~-

Regraded Unclassified



DI'IS!liiAnarAL BUS:1 11At:!ID!I8 C<IIP<IW!IC. 
BroCJSS<II J1t IIIIICIIR '10 

MUNmor• MAMIFACTURINCI CaAPORAT10N 

JlllJ' 18, 19112 

Honorable Renry A. Morsentll&u, Jr. 1 
Seoretar7 ot tha Treaa11r7 of th6 tw ted 84toe, 
lla.ldngton, D. o. -

Dear !'>". Seo"terT: 

You V1ll "call durill6 7our recent noit to our Plant 
that 7011 Mqueated a tnmaoript ot tba atenotn>e DOtea teJom dur­
in6 the cer.oaiea. It 1a a grMt pleaa~ to - 7011 DOt OlllT 
tba ate:not7P8 notee but alao piot~a teJom dur1Jia thoae o~eo. 

It vee a great bonor to han 7011 vith WI on JlllJ' l>th 
and cert&inl¥ a great 1nap1rat1on to all. Your e'l'ident dee!M to 
meot tha un and ,._, of our ehop an4 7our ~atio liO.IlDer of 
telk•ns to thea han 1l&4e a daop end laatins illpreaoion on our 
people. 

It vill ploaee TOU to know that aa a roeult of 7our 
'l'iait tho oala of War SaTinp Bonde baa 1noreaoed end we are vith· 
in a traction of 1~ ot tbe grooa vookl,y oCIIq>onaat1on ot the plant. 
When vo haTO acbiOTod tbia soal we ehall then endeavor to hav<r eveey 
a1nsle elllll1o;reo contribute at leaot 1~ vbich vill put the plant 
averase o01111idarehl;r aboTO l~. 

Thanlc1ns 7011 ap1n for tho honor ot 7our pM&ence 1n 
our plant, I aa • 
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UiJf.lfl}fl• lP[f!J(t'U~ ~~~-~i~IJ~ l 'r~ 
~~~ ~:~ J ,;{ 'l[~f'I~1[;J! - !ria~~~~~ r ill 
[i!1!fJlltlJI ;3t!}Jiti;•! P1etl(rfi .J ~ij 

:t fl itll I ''I~ :;.i 11 l·.rUif' .... 
l!r •. ~ih "· f! 3 1 , .. , ta 

!:•llr~ri~~t fir t~~!.{Ji 1J,••.tt ·1 l• 
l~l!i1 ri:l~l1 tf;f:i~la~~; ti~!t!ll · 
~,,.~J,1 t~.~ 1ur1~"x~u ~ .. ~~ tu 
~ i~;~~~Jlit alli!~!:ha ~~;~;1~· 
~~!'(\~( t~i ~a•e=r~P'll. i:tlrl~' 
:.· ~ ... 4:~~= .. ~ fill .. 2i -~ 

iitlr~if,J,• !j;irtllr.f!; !~~,;(!~ 
I a: ... 1t ff i r!'f'2!f~f ·irr,,~f 

I l1it;lfl!f ria~f~t'rii~ !l~!~ffJ 
ttJ•l!l!~l! l .. :t .. !a= ~~! 2 i .ff'J-i ;l. jJ. ' ' 

!~ f1ir.!rhr ~.~t!t1 hr1 l[ · 't'tll}! 
~~ ~i"fJ: •! !fai!]~aii,~ ~"'' .. ! 

'1 I ·• lfl 1 fit• · 

• 

i 
:: • .. 
! 

• 

~ 
0) 

Regraded Unclassified



. . 
267 

h l :r u, liU 

I -..,. p...teotM th1a •"- .,.U W .... 06opl'll u4 \o lfro lloiiPWS.Co '-l.a I • oOIItreetM wl.~ apoloctoo u4 wi1tl a oooopl- "''"• a\ u \o 
tbo j,..tl" ot •r fooll.ap 1a u. .. •"-"• I-..,. ooat,....., llowooer, with 0117 proPMillo ...,.,.~ \llo r_.,. Deparlaoll\ wl.ll .. ,. .... 1tlo olW.111oa 
tho\ tho7 .... . ... -. 

I ,...._. \o 1>~ thb •i>Wr ~ ,..,. a\\oll\loa •' prl.aarU7 ar of a 
t .. ll.ac ot lll41pa\loa a\ \llo par1:1oalar l.aJIUUoo .._ orpa1M4 loWr, 
""' ra-.. •' ot a ftlll fooll.ac ot •-,. _,. - .,.,... ot ....., !roao...,. u\loa oa 1tlo ooot1._. u4 ~l.ua ot ._rl..,. -an 1a 
tbo r.......,.- -'"" I loepa 1tlo\ ,a fllll:r appnola\o \lie ol-111• 
ao 1\ a1a11oo r.\1'\0!tio wrbro -p -lr orpllllll\lOM loa'" gpp4 
1a u all-•\ otfor\ \o "-7 war -. \o aU 1tlo •t ottort. rile t'roaai'J 
tbo11. relou .. ol&Wr&W:r ,...,.,... • ......,. l'I'OfOpllclt alolo t.nall7 4bnpM 
tbo par\· pl&JM "T \lie orp~~.llll\t.a ot \loe -"· Ootr -roMp llu -w ~~a ... a fMll.ac ot ...ru-o 1a JW01'0olt ao a j'ao\ u4 l'I'OINilwi'" 
C&l>iao\ _..,.. Ia.,. laWroo\o ot - war - oalo .....,.... , 1a 1tlo 
b:\oroow ot ~n, u4 joaoU .. , 1\ 1o •r Mllot ""'' a reoall "T 1tlo ,.........,. ot \llooo Meklow wptloer w!.* a fllll apoloc:r u4 oorreoUoa ot­
aloropreo--.uoa ~"*" 1o ,.....ii'Mo loo4looo W oa:r, owpa o-u"" 
\aka 11o -a nro 11M\ ~1o ator11oa\o ol-\loa 4ooo 110t a-top ...... n 1o ar 11o,. 11M\ ,_ .... &i'" ,_.. poro..t attonloa 1lo •u ... ..,. bopo"""'-""'· 

.... ..,..., 
..... u.s 

Regraded Unclassified



TO 

l'ftOM 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Seoret u1 Morge.nthau 

Ferdim!ld Kuhn, Jr. 

268 

DATa July 22, 1942. 

Thia atruok .. ae auoh a beautiful pieoe of oolor 
aclYerthiDg for War Bonde that I thought TOU woulcl like 
to aee it. It will appeu on the outeicle baok ooYer 
of the iugut lane of the Fal'll Jolll"'l&l. ancl Fal"'lllr'• Wife, 
with a oiroulation of 2, 600, 000. 
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WAR ME SS AGE FROM THE u. s. TREAS UR Y 

"26'::1 
). (, 1 

DEPARTMENT 

Wlilt'r-.~­a...r-.. u. .. w., ......... ..... 
Tew • .,.,.,..,,_,...,, 
~ .......... ,....,. ......... ···-· • T.,..,.. ...... ..,_...._ 
,._. .... ,_ ...... ,.., .. 

• 
T• Wid 1 '-II 11 IN\ 1 "' 
« ... thro\lp .. Meol. 

• 
,., '"'«ll~llhtt tht ..,.,,. to 

IIWdnnlu "'"""'' ~t~d:t ,., 
poaloto, or tl putc·h•"· ..WhiO!Wol ..... 

• 
T t II• •• • n•••t.tl•"•ltlt 
· -• I• e:.-. flf "'-''"" or ·-·· ..... ,.. • 
T e lln-p • ....,, ttl '""" '""'-' 
........ , .... lil..ctl04., ....... o.c ...... ,tv .. _ 

-~- • T e .... u'(~-~ _,. 
- •• y.-..,-., .-... 

IT i.s not by cbanct: that tbetymbol o( Bond• to the um;t of the,~r power•. 

America's War Bond drive ••• the Are you puttin& yOUt inereaxd eamin.ca 
" Minute Man'' shown ~ ••• is • to "wlc: for you~ for your countryl 
fa:rrner. It was IN fa.rtMn ol Concord It's a aurc way to ave u;p fot' the thinp 
and Lexington who fimJ ''the lhot bolrcl you1.1 need when victory ia oun. Your 

round the world'' and cave thlt country moocy will be .. re. it wiD crow in vaJ~X, 
the libl-rty it ficbts to pcud'Ve t.oday. and you can cct it back-all or it-

Now again the farrnoen of Ammc. arc lnY time titer 60 days from issue date. 

rallyinc to thtir a:JUnUy's call by Oo to your t.nk or post offitt-st:art 
fttding the Anny, N~tvy, and Mt.rlne: buyinc U. S.. War Savinp Bonds now/ 

Corps and by buyinc U.S. W•r S.vinJ• Make~ markct~y your Bond da;y • 

YOU C£T A 1%5.00 BOND f'OR ONLY $1&.75 
,, • ., ,..,, . ..... , u.s.. ..... , S..b.•· ·-"· (s..,.; •• £) 

,_ ·-"' J. ,~ .... " .. ' ""'"• ,.,., .... -, r- UNO 41-l.o S•- Y- CH .t>f. 
11 •. , , __ ,.,, .... 
)7.$0 ......... - •• 
7$.00 ........... .. 

,, •• 00 - · ···-· .. . 
7SOM - .... - •• 

au.oo ..... 
100.00 ...... ·-· 

W.Wt '"'"~' ' J-o ...., - ... ,.-no! w.. • .., h.otLI 10 
r oo,.., .....,., .• rMld 1-t~ .... ,. . ... : ..... o .. ,,. .. ..,,, -~ 
"""'doN Hml·•~>nu•ll;, Yv.. , ..- '"-<" f.4 fM o'"ry P. 
WAoot fot.ll I 10t mJf --q .. <', t Any tlmo J tor to 
,, . , , ,,..., ttw. " •'• ttw. U.n.d ••• ; ,...,.... N•tuo•llr tho 
kl'lt o' tN h•ld tho O.n.d, Ill' to 10,.._. ,.., tt.. ... o .. .,....,. ,. 
,....li t "' ~do. flut ,...•11 toot.,., pt t..ril lo .. th• " ,..., .......... 
W .... t toe Wotr ,..._,.,, ~-Jt It lo o wriUMI ....,..AM 
tlr ..... U!P!Ito4 Slot._. C.W,.....•nt to ..... , r- IH tho 
._ .. ,., _, ""'""'"tho~. 

This .sp.c. I• • Contributlen to AnMtk•'• All-Out w., Prov•~n .,. 

( 

FARM JOURNAL AND FAR;;';;;';;;t;::R~'S:...:.W:,;I,;.F£~'!:"'~===::;jif~~ 
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TREASURY DEPAIIrTMENT 

INTt:lt O""K:t: COMMUNICATION 

DA.. JUl 2 2 1942 

In a ooor4aaoe 111'11 701l1' l'aq1Mat, wa ha'l'a l1ahcl 111 'lla 
t ollow1n& ta-l a ~· 4&7• oa wb10k oa&b clapoa1Ca tro. 'lla aala 
ot •• • 111&• -.llcla ( llal'laa &, r ucl IJ) u oaecle4 150 111ll10Da. 

~ Oa&b 4apoa1h 
(111 ~OIIUIIA! 2! f.ollal'a~ 

~- Dao. 26 l 5),llio 

~- Ju. ~ H·'52 Ju. 
5:i~~ Ju. 12 

Ju. 16 
~·ie Ju. ~~ Ju. 69: )0 

reb. ~ &8, 5~ '·-· ~·2 z ,.-. 9 ,17 

JU7 20 5), 257 
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llmDD IUDS IIUDOI liOIDI • 1D111 r AID CJ COICiliiD 

Oo_,.looa ot J'D17 •al•• \o 4&\• wl \h oa1 .. 4'1D'bc u.. 
, ... au'bn ot lnuue .. U,o 1D J.,... u4 11q 19112 

( .l\ 1oo,.. prlc• lD \llouu4o ot 4ollaro) 

CONFIDENTIAL 
2?1 

Doh J'DlT 

111.17 19112 

l 
2 
3 

6 
7 
a 
9 

10 
11 

~~ 
15 
16 
17 
11 

20 
2l 

• 12,597 • 12,597 • 9. 705 • 7,)02 129.~ 
9 .~ 21,986 ~,6ol 15,161 1211.9 

10, 5 32,11111 ,2)5 25.516 123.7 

16,7Jll llg.H5 llo,oog ~·1115 122,9 
13,386 62, 1 119 •. m .751 126,1 
2l,IJ52 Sll, 1.) g5,1U 6o,ll7 151.0 
17,172 101,515 7,11111 67,21~ 150.7 
22,913 1211,561 72.366 12.R 172.1 
17,050 llll,611J 12,310 IJO, 5 172,1 

20,6111 162,232 19,152 1~,1110 110.6 
14,~ 176.590 95,2511 9 .391 115 .II 
15, 191,991 101,116l1 102,1o6 119. 2 
lJ,N 2()5,8~3 101,715 101,923 '119.3 
15,3111 221,1 7 112,279 llll,l~ 197.0 
9.696 2)0,1J112 119,7119 123.53 192.1 

2l,SIJIJ 252.731 126,olls 127.7211 200,5 
9.11117 262,171 l}ll,o62 131J,goiJ 195.6 

All tt.cv•• ar• bpool\o wl\h \llo frooov.rn ot \llo 1Jal\.t 1\aho oa 
occaaa\ ot prooe.to ot oaloo ot lJDl\•4 1\o\oo •••toe• 'boD4o, 

rtcv .. haft 'II••• raaa!M to ....... , \houu4 oD4 will ao\ ,., ....... u, 
o44 \o \ o\alo. 

Regraded Unclassified



1 
2 
3 

6 
7 
I 
9 

10 
11 

~~ 
15 
16 
17 
lS 

20 
21 

VII~ IUDI U'ftiU liODI - IDIII a 

Oo10puhoa of l'OJ.T oaloo \o 4ato wl\.11 oaloo 4llrl.._ u.o 
, ... •••abor of 'lnull.aeoo 4qo l.a Juo u4 11q 19112 

(At 1oou. prl.oo 1a t~Ou4o of 4o111!'o) 

• 1~,121 • 15,121 • 1,,~ • 12,6., 
1 ,880 rr· 701 27. 1 2~.263 
16,822 7.523 ~.Ill ~.5}2 

29.797 77 •. 320 51,199 55.~ 
17.72~ 95.~ 12,911 7}, 1211 
21,5~ 116 ,6~3 91,1~ 97.oll9 
22,7 139.390 1;,2 11~,211 
2~. 772 1~.161 1 , 1~ 121,670 
19,077 113,2311 1~,2 151,956 

26,~ 209.7117 169 ,~20 161,3146 
15, 225.5}2 116, 70 171.~3 
11,1i07 ~3.931 201,l: 1911. 7 
17,121 261,766 225, Ill 201,9~ 
22,)115 21l!,lll 2~,211 223.2 
12,23) 296.)1111 2 ,03) 2117.532 

31,)61 )27,712 261,}21 257.}711 
12,2)9 339.951 210,7112 271,0., 

19·· 
uo.~ 
116. 

1}2.9 
11~.5 
111.1 
lll,~ 
122. 
111,1 

123.5 
120.9 
120.9 
u6.o 
121.1 
119.0 

125.~ 
121.1 

All fip!'oo uo tepooi\1 witll \lao ,,. .. ,...,, of \llo 'Cht.1h4 ltatoo oa 
aooout of proooa4o ot oaloo of 1JaUo4 1\atoo oa'O'i.,o bub, 

rip!'oo lla'N \loa~ \o _.,, tllouou4 u4 will ao\ aocooou1lr 
a44 \o \o\alo. 

Regraded Unclassified



Dato 

Jvlr 191!2 

1 
2 
} 

6 
7 
I 
9 

10 
11 

i~ 
15 
16 
17 
18 

20 
21 

O'll!ID ftADI ~nJIOI :IOIID8 -~ 
CollpaJ'looa o~ J-u, oaloo •o 4ah wUil oaloo tvlac \be 
•- -'bor of 'lnllllaooo ~· la Juo allll llq 19111 

(.l\ lone pJ'loo la •llouallllo of 4o11aro) 

.l''lll7 

• 21,1111 • 2S,IIU • ~·u: • 19,~1 
211, 269 52,617 115. 39.~ 
27.277 79.9611 67 ,oll6 72, 

116,5)1 1.26,1195 91,201 ss,6o5 
~1,110 157.6o5 1}2,)111 122,~ 
),1151 201,()56 1511,015 157. 

~9.918 zllo.9711 192,659 181,11}1 
;I·755 281,7~ 206,52) 201,11611 

,127 }211,156 2}6,552 2}2,101 

117,1611 ~,020 259.772 2116,756 
.30,102 ,122 211,7211 271.525 
.3.3,107 ~.9~ .3~,16.3 296,152 
.31,670 7.599 ) ·~I }17 ,861 
.37.659 505·25J .3 • 7 .m ,~1 
21,9~ 527.1 }61, 782 :m. 6 

5.3.25J 21,6 
5110.1111) 
602.~ ~7·~ II, ~·09' .917 

CONFIDENTIAl 
273 

96.~ 
115.9 
119.} 

121.1 
119.1 
1)0.5 
125.1 
1)9.1 
1)7.} 

111),2 
1112.7 
111).8 

~·' .2 
lli),O 

1119.1 
1115.2 

1 U 1 fl&Voo aro topoolh wltll tile fJoo .. vor of tbo 1JaUo4 "•''" oa 
aooou• of prooooto of oaloo of 1Jalto4 ltatoo oa•iaco boa4o, 

lotol Jl&Voo lla•o booa rou4o4 to aoaroot tllo ... allll aa4 will aot aocoooarl17 
a44 to ,.,.,. •• 

Regraded Unclassified



IIIII : 

27 
28 
29 
)0 
)l 

lertoo I 
Aot¥1 !e''' I Qao,a , I Q.. I 

I J'Ol.T 1 J'Ol.T 1 I ,. Jla'o I 

Dai}¥ I ,. to I U ~ of I 

* 15.1 
1~.9 
16.1 

29.1 
17.7 
21.6 
22.7 
211.1 
19.1 

26.5 
15.7 
11.11 
17.1 
22.} 
12.2 

}1.11 
12.2 

llato ' 

11·3 
95.0 

11.6.6 
139.11 
1611.2 
11}.2 

209.1 
225·5 
211}.9 
261.1 
21111.1 
2'j6.} 

}27. 7 
}llo.o 

27}.2 
217.6 
}11.6 
335.5 
351·7 
377.11 

1111.1 
~.9 
1151.1 
1177.5 
50}.1 
525· 0 

562.7 
577·2 
601.} 
625.1 
650.0 

66.~ 
611.1 
65.1 
61.} 
61.2 
71.9 
n.ll 
76.0 
n.~ 

76.1 
71.11 
71.} 
71.0 
79.2 
71.5 

79·6 
79.1 

• 12.6 
g.~ 

1D.5 

16.7 
1}.11 
21.9 
17.2 
2}.0 
17.1 

20.6 
111.11 
15.11 
1}.1 
15.} 
9.7 

21.9 
9.li 

• 12.6 
u .o 
}2.11 

119.2 
62.6 
Ill.~ 

101,6 
1211,6 
1111.6 

162.2 
176.6 
192.0 
205.1 
221,1 
2}0.1 

252.7 
262.2 

• 1,.~ 
}6.11 
50.6 

12.6 
911.2 

114.5 
129.5 
1}9.9 
147.7 
16o.6 
1.61.0 
111.1 
19}.5 
202.1 
21D.5 
223.9 
2}1.1 
2117 .o 
26o.1 
2]0.7 
279.5 
295.1 
JOII.J 
}22.1 
337.5 
}50.0 

611.~ 60.-
611.0 

59.6 
66.5 
7J.7 
71.5 
89.1 
95.9 

101.0 
105.1 
105.6 
1o6.11 
109.0 
109.6 

112.9 
llJ,l 

• 21.~ 
211.3 
27.} 

116.5 
}1.1 
11}.5 
39-9 
117.1 
}6.1 

117.2 
30.1 
JJ.I 
}1.7 
37·7 
21.9 

53.} 
21.7 

• 21.11 
52.7 
10.0 

126.5 
157.6 
201.1 
2111.0 
211.7 
}211.9 

372.0 
llo2.1 
11}5.9 
1167.6 
505·3 
527.2 

510.11 
602.1 

• 11}.0 
III.J 

12}.6 

201.6 
2}3.5 
276.7 
.)19.} 
.)55.9 
Jill,} 

4}}.1 
1155.6 
119}.11 
52'j.O 
561.5 
517.9 

6}5.7 
657 ·7 
691.1 
737.6 
7711.5 
1011.5 

157.1 
881.5 
923.11 

""' 1,000, 0 

Office of tM 8oorotta7 of 'ho hoaov:r, l11 rtol.oa of loooareh u4 StaUoUoo. 

Aohal oaloo ftcvoo aro 4.poolh witoh tu hoaRl'or of tu 11a1to4 atatoo oa acco'ODt of procoa4o of aaleo of 

11nih4 1\atoo aartaco 1>oa4e, l'iproo haft 'booa roua4e4 aa4 will ..,, ao .. oaarU:r a44 h totalo. 

Qo.ota tol<oo iato Mo-t 'both tho 4a1)¥ troa4 41U'111& t>o wool< u4 tu *'"thl:r \l'ou 4vla& tho ..,,.th, 

• 

66.~ 
62.5 
611.7 

6o.6 
67.5 
72.7 
75·5 
11.1 
111.5 

15.1 
II.} 
II,} 
11.11 
go.o 
19.7 

91.} 
91.5 

J'Ol.T 22, 1 

Regraded Unclassified



!O!AL JlliLt DDIID!I It !JP!'Pt!IC!! Dill .niLI 110 .niL! 11, 1ft 

JluoaiDaUou - 1.._ of Pleoe1 
I !o\al 

t25 
I 

t50 I t100 I I I "-.500 tl,OOD 

l ..... ·1·;1 ~:= =:i: 2,e,6 l,,aJ ia,lle 
2 •• ••• 

rl:)!JO 
),o&l ),51,0 

~~ i ..... 10,: 'J9,110 
··~ '·"' ..... R!·I05 a, 7 a·""T •• 75 2,= '9.319 

7 .• ••• 71.111 1~,951 1 .711 •• 510 1~ l,O!Jl,. 

8 0 •••• ~·* 
1 ,000 115,1161 15,0)9 191.9110 

9 .•••• ,,., 19.212 112,6a) 7,107 5.116 655olit7 
10 .•.•• 672,211 117,122 107,~12 '·= 5.~ 901.m 
ll 0 t I 0 0 =·)10 121,615 1)5, 12 

1:)1 .. 
15, 921. 

1~ •...• 
,,., 111,591 91,116 1,521 117,2)2 

1 0 0 ••• 67),000 ~;1:~ 
102,000 7.775 10,000 =·515 li ..... 5111.501 152,)61 12,270 1 .. ,,, 61dU 

1 0. 0 •• , •• 250 91,60o 107,100 1),010 19,m 
17 0 •••• 555.~ 1)1,010 124,~ 1,)71 10, 1)5, 779 

11 .• 0 •• ~·' 
109.552 ,., 6,052 ,,m 12),)9) 

20 ••••• ,)67 60,200 91.900 ...~ 9.115 802,50!! 

21 •• 0 •• 6o),)!JO 57 ,1)0 9),272 11, 7 10,0)5 775. 7,.. 

9.791.670 1, n6,1)0 1,~.559 1119,9~1 1119.~ 1.3. 72) • 7,.. 

Regraded Unclassified



276 
Treasury Department 

Division of Wonetary Roaoarch 

Da te .. ~':'§.: ... ~.! .. ~.?.9..19 

To: l!rs . licHugb 

nus .... t.aken up orally 

wit.h the Secret.ary a~ a couple 

con.feren-:es over tho past. t.wo 

v;ee3ks . 

H.D.W. 

1111. IHITB 
Branch 2058 - Roo. 214l 

' 

' 

Regraded Unclassified



-
• 

Treasury .• ~on~ 
Division of Monetary Reeearch 

t) Date .. f.~!. .. ~~ .............. l9 42 

To: llr. llhite 

From: L.s. 

111•• Chauncey returned a t tached, with • 
messages 

"Tbe Secretary is going t.o have a eon­
terence on silver-- doesn't t hink it 
will be today. lie want s Dr. White to 
bring the at taehed me1110 in to the 
oil ver meet.ing. " 

, 

• Regraded Unclassified



278 
TREASURY DEPARTMENT 

INTI!!R OFFICI!! COMMUNICATION 

DAT E Jul7 22, 1942 

TO 

P'RO M 

.. oreta17 Morceatli.A 

Ill'. 1nl1 to 

'ftlo 1'1'1 111nr I11pon Or«er • 

._er1oaa f&bl'1 .. tora or aoa-oeeoat1al pre&••'• ooata1a1a1 
ellnr ll.a•o reoeat17 Moa ae4{a!l'1., ell••• 1D the .. x1 ... aal'ltlt, 
?11~ 19 tl:ao pl'1M to 6o eoah aa& .. " u ouaeo. .u a eoa­
d&entilo part at t:l:ao ell•er rer11'M ter oeMat1&1 ... plll'poeoe 
11 lllporto& frea ~ ... \l:aa IP feua4 U a"oll&l'7 to - t r o1 
111porte ot ell•or h UI1U'o aa lllloquate fti!Pl7 for war pwrpoe11. 
!be propoeo4 or&or ••• Ueouuo& )7 IPB ropreeo11taU•11 witl:a 
!reaeurr poep1o at a aoe'lal 111 Kr. lo11 1o off1oo NOOAtl7. 

Ooaoral lllporte Or4ar 5-&3, •• aaon&o&, aow reetl'1ote tl:ao 
parel:aa11 of ell•or 117 pr1•at o 111portere oxoopt 117 opoo1al 
author1aa,1oa. !he offoot of thh aaeadaont wll1 ?Ia to prenat 
the ?11&41., ~P or tl:ao pr1oo of •ll•or 1a lllo:Uoo ?17 aOD-eeeeat1al 
ueore of eUnr. IPB author1aat1ane tor the aport of ellnr 
w111 lie 11a1 h& t o t1:ao osplll't eu~17 anllaJilo 111 lllex1oo u4 
w111 o011ta1a pro•1e1one eatepart.1ns the 111port o& IIUPP17 fill' 
eeeent1al war purpoeoa. 

!ho ellnr 1aport order wll1 be e11Pplaaeat l4 b7 a •­
llnaUoa or«er-5-199--whloh will reetrlot t he 1111 ot tore1C 
ellnr. ~ preeont 4ratt of tl:a1e propoeo4 or«er prort&11 t t 
attar Ootoller 1, 1942, a o tore1p e11nr wlll lie a41 na1lall1e 
tor aoa-eeeeat1&1 •••• u oopt tor ordore llear1Ds a preterenoe 
l'aUJI« of A-10 u4 l:a1por. J oa-euent1al IIIII, 11D4111' th1e OOD• 
eenai 1oa or4er, 1ao1•4o tl:ae •eo of e11•er for euoh purpoeee •• 
e1l•erware, watoh ouee aa& Jnol17, phAttocraptQ-, &1ppore, peae 
u4 pono11 e, •-tal o1eot,...,1aua, , 111l'l'Ore e4 reneetare, 
e1lnrol.,. aetal , ea4 ooldore &D4 e1utr1oal oontaote. 

!l:ae ~Dtral lllpone Or4or u ••ppleMato& ?17 tile Ooaoer•a­
t1on Or«er w111 ueare tho allooat 1ea of the a•a1lablo eapp17 
of torol«a e1l ••r tor oeeeat1al war purpoeee at the oo111ft8 
pr1eo. luGh t oro1p ell'for u wlll lie a'fa1la?lle tor DODo 
eeeeat1al ••o• w111 lie &1etr1bute4 on tl:ao bae1e of preferanoe 
rau.,1• J on-ueoaUal 11111 llear1nLao preteroaee nt1as or 
1nd.oq•ateJreteroaoe raU•s• wlll 'fe h uee nnl7-a1llo& 
4oaoe,1e 1 'fer. 

( 

Regraded Unclassified



279 

- 2 -

liMo 1;11eoo ol'4er' oaa R""oat uo~o of OP.l pl'1oo 
ooUU. - 1ll o.tfHt 0 5 , , . ooah) bf pnnatlac AM'l'1oaa 
t1nu l- •oU. eUnr »U''baoo4 a\II'Otl4 •• pl'looo JUcber Cbaa 
' 5 ''' ooah, 1t h a •hor UnoU7 roldo4 to tile ftbJoot of 
tb. ooatoroaoo bobooa .... Bohta aM JOU'oolf lan "*· 

1 eoat J'Oll a ... ......_ abiMIC it Joeto~. 1 n.1U tlaat 
7011 ...-c to ••o a ooafonaoo oa U •• eooa •• poulblo elaoo 
tbl W.J,J, h III'CJ.ac lll to -·· .. t bell' OrUI' aM llle .... 
u Ill'. Betota b 0 ... 11'17 aaUJ.ac ov •-•h .. !Ue pi'OpOial . 

Regraded Unclassified



\ 

., ....... I'Hil .. at& 

. Ia ••,. • te 1oar letter et 
h1f 16tll, ra&U'4l.IE tb eut­
tr•t.eat et iar •lerlala ~lac 
llet.MD tho U.ltel Stat• .U Oo•fa, 
I • eaol•"-cllerwlth a_.... 
tr• C..Uil••• et C.t- 1-.. • 
..a a fntt of a PI'IJ• .. ~111. 

• allall lie &lad to ol•• the 
~ill with u.. lout .. Prod .. tl• 
C..S.ttoo, ••taot tbo •'fJ to u• 
.... --.. ., lta probl•, .... u 
tbo ~111 to c.cr-a •• fntt .,.. .. 
pr~ata roplatl-, It it ••ta w1Ul 
1- apprwal. 

(Sisned) 1:1. Morsonthku, Jr. 

280 

' (2 OGIPl•t• ooto ot ooolo~f 
Dolt•ored bT SS ACOat 7/22/42 
ot ) :)5 Jill 

• J'Uo - 1010 

Regraded Unclassified
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..... .., ............ -'i. a.-Utn ••· 

Regraded Unclassified



-·-

(S1gne4) w. R. Johnson 

.,,.., ... 
tBiped) H. Morpntbau; J~ . 

... ,....,. ., ... fnuuJ. 

_,_ ''"' .. 

Regraded Unclassified
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(B. 1. ) 

' 

A IILL 

••• ssfatlta wi~ , .. pttt tt tM 

tM Ualt .. Stattt .., Caaa4a. 

J.. It 1l puttf v tM !ttate w lltyt tf ltu••tath!l 

2. 

6. la ttttlta I tf ~~ itt 11 ptttat .. tt tM ttllttttP tf 

'· ... --. ......... ,, ~. ""''tatttht, IMll" ,...,, 

a. t._ .., ••tJ, tu, , ttMr ......,. " •••U• () k 
"\ \g~-a· 

Regraded Unclassified
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- a -

1. • ... .,.., • liJ , .... ''. •n.u •. 

a. SIC. 1. learl~et.Millc .., e~er fHYbl• If 

I• law ... nb2••* to ••• ne.,U•• •• e..UU•• u tu 

•• Prlll4at 1a lrl1 4111P1tl• M.'f pPIIIPlM tre. tt. te 

- 6. UM, Uf ul,_.t t.pertM late tM eentlautal UalW 

&. Statee (lall .. la& ilaall:a} ,...._ ., elpll'tM ,._ tu 

7. eoaUaeatal llaitM Stat11 (laol_.la& .Uaell:a) te, Caaah 

a. fer whllh a eertltleate pro.liM tor la •••tliD I of ~~ 

e. "' 11 ,.., ... , .. te ~ ... u .. tor et euet.. .......... .. 

10. lrla "'"'•*-U"• IMll " •-.t ,,.. .., lupeetl-. 

u. rubl.tl-. ., ,..un-t lllrlu ...U etumM 'M 

u. retunt 'r fMeral, eteh, .alelJI)., IP etur alltMrllJ• 

u. SIC. a. Certlfhahe fw tu ,...,.,,, ef •••U .. 1 

1•· ul a ef ~. 1et Uall k hnM 1a tlll UaUM stat•• -., 

nu aa\MrltJ• _.., ..... NplaU••• ul 1a ... t .. 

Regraded Unclassified
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• a • 

1. •• ~~ PHel'-t Mall pnHriM• C.rtlthetee h .... 

a. \1 ••~•1t1 et tu "-la1• et CeuM Mall " ,,..,._. 

I• fiP tiM ,.,..,. .. , et nu Hetl•e 1 ... I ._ ~ 

•· ...,11 wl~ nela re.,ab-h u ~ h11lbat U.U 

- 6. epe•1f7• hG HrUf he\ee Uel1 H h .... la tlle ValW 

6. Stetee ealJ fiP Ui .... t1 1! 1Ptlel11 1p11lfl .. \7 tiM 

1. h11l ... t u bella ••••tiel IP 4eelrable for the 

8. proeentl• et ~ ... \1 the Ualte4 Stat•• ... lte el11ae 

e. .. •••••l•t••· ... before epeeliJlac the .......... ,. 

10. wl~ *1M ... IIPtlfhe\11 11ne4 la CuMa ellall .... lJ 

u. tM '"-U.t 111111 .. u.r, kbHlt tut ~ .... rttfl•te• 

11. will " 1 • .- ea17 t• ••• llll,...t.. 

u. 

u. ,.. ta~ate e.U nl11 ... replatl•• u •1 " .... ,..., 

• 

u. ........... te te ..,.., •• , .., at ~. pn9b1 .. et w. "'· 

Regraded Unclassified



286 

-'-
1. (') • ,.., ... ,or-.~ .. or,.. • 
.. ... ••• ,.,. ..., ....... " • , ...... JIN"lddM 

•· et We Mt • a &' ..- 1111 .. • etn .... • ac r 

'• 1P SCOJIIIo U M IMU .btlt• 

nc. a. ...s~t=U• .., ._.t-ts•• .. .. u.• 

•• .. ..... f'"lll• 1a., v...,. •=•••t.. .... '· 
7. • ....... , .. u ztlw nta.eri ... 'r Wa1et aMllM 

•. • ...... ,, ~-·'-',..... ... .,.. .. ,&.~ "'.., 
•· ... .., • Jlue etW tMa Ccst'a. 1.' ! / 

-· .. au"' llla11 ,... attaetlw.- • .., 

I•" 2 1 , .. n· t t el aMll • 1• 1a ,_ atll 

tM tar M'•'• ...... at s PfMlSSirUa 'r U. 

,...lu.t tMl •-.., •• ...., • wtll ,... asrU. 

u.. .. • • • ..... 10 ••• , nee1aUa, ~ • 

hill' I l 'r .... ~lt., .., ......... 

Regraded Unclassified



TH& -IT& HOU8& 
WMHINOTOH 

287 

0111 Deo_..r Urd, lHl, I "PPI'fteCI a deolo.ntloo or fOUOJ 
o4optod bJ tloo .Join 'llllr Procluotioo C_.ttooa ot CIIIUida &1111 tho llaltod 
Stat... !hat poUoJ, oaUtDc tor a oooblDOd aU-out...,. produottoo 
ettort, inoludo4 tho tollowtac otato.oDtt 

"Lo(iolati-. ID4 odaiAiotratlYe barrtaro, iDoludtac 
tarttto, boport 4vtioo, ouot.o &1111 othor roplati­
or rootriotl.,... ot uq oharootor 'llbioh prohibit, pr .. 

-· 4olq or othorwioo lllpOCio tha troo tl ... or-­
oooary .mit1oaa .,d war IIIP'Plloo bo-on tho two 
oo..,trioa abould 'bo llllpoMod or othorwiao olia1aatod 
tor tho duntloa ot tho war. • 

To fUrther tho iapl-tatioo or tho doolaratioe, I •*o4 

tho attooto4 dop~ .... aconoloo ill our --t to obtdo 'bJ 
ito lottor IIDCI opirit, ao t&r u lq withta thotr p-r. I tllrthor 
roquoato4 llr. llilo PorldAa, tho Cllai.-.m or tho AaoriOOD -ttoo, 
to 1n-.ott,ato . with tho a14 or tho far itt C..-iooioo and otbor 1Dtor­
eato4 &jl-ioo, tho _,to wbiob loliolatt-. ohu,oo would bo aoooooary 

to ,,.,. tllll ot rort to tho doolarattoo. 

It hu •- to IIIIJ attoattoo , th"""" the Po,....•t .Joillt 
Board oe Dot•oo, Ull1to4 ttatoo - CIIIUida, th& 'barrioro to tho troo 

n ... or •tortalo bo-.. CIDAda ond tho llaltod Statoo ottU oztot. 
SpeoitioallJ, tho abipa•t of •torialo, bluo-priDto, opootttoattooo, 
eto. , . troo tho Olitod ftatoo to Canada, 1D o_.ttoa with tho buUdtac 

ill Canoda or atrpl-• tor tho 11Dito4 Ita- Ja'f)', to ol...od d..., 'bJ 
0111'- ' • Jlltiooo, Uooutac, md othor rootriottoeo. Pl- 1100 

yo~~r -ot ......... n ,.._u,. to oliaiDato all torooaltttoo that pooot­

blJ oan bo •-•o4· It lo(1olot1Ye or othor MUIIrll aro roquiro4 bJ 
y011r ~ t'Drtbor to tooiUtoto tho p,._t ahipaoat or utariah 

bot- tho - o-trioo, ploaoo t*o '-<!iato oott• to briD& a'bOIIt 

o&rlJ oaeot.oat thoroot. • 

I a,a.,. tlrootod tho loOrotary or tho Ja'f)' to turaiob JOII ....., 

into,..ttoo or ot11or uol otoMo JOII -:1 roqutro. 

Vory oiDoorol:r YD~~F' , 

Tba Booor•lo, • 

Tba loOrotasT or tba froU\lrJ• 

Regraded Unclassified
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WASHINGTON 
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OD DM•ber lard, lHl, I appi'Vftd .. deol o.ro.t!OG or policy 

adopted by tho olol.llt War Prochlotloa C-'-tteeo ot Co.Do.do. and the U111 ted 

Stat... That poliO)', co.ll!.Gc tor a ocablaed all-out - r production 

ottort, Included tho tollowtac et o.to.oeto 

" Lec1 alo.t1Ye ODd oda1D1atra t1Ye barrlera, lacludl-« 

taritta, !Joport dlltleo , cuatc.a and ot her reculatlOila 

or reatrlotlona ot ~ oharo.oter whloh orohlb!t, pro­

Yeat. delq or otherwhe !llpede the rr .. tlow or neo­

eoaary .mitlOGa ODd war aupplleo be-en the two 

oo•trlea o.hould be auap4Dded or ot.herwiae elialno.ted 
tor tho doaratiOD o t the -.r. • 

'fo turthor tho iapl-tati.OD ot the doclaratloa, l ulted 

the atteot..s depart- and o.cmoloa 1a our ao.. ...... at to abide by 

I ta letter o.ad aplrlt, ao tar u lq wlthia tholr power. I t'Jrtbor 

requeated Mr. IUlo Ptrlti.D.e , the Chai,.... ot the Aatr-1oa.n Co.=1ttee, 

t o lnYe atisato. , with tho aid ot the 'farltt C-'-uloa o.ad other i ntor­

cated •btno1ee , the extent to wbloh le&ltlat1Ye chan&•• would be neoeeaary 

to gh·• tull ortort t o the deolaro.t!oe. 

It haa cOlla to rq o.tt...tloa, th""'p the Perao.ne11t J oint 

3ot.rd on o.r ••• , Ubited Stat•• - c~ • • th.t barrien t o the r ·ree 

flow or Mter!o.la bo-on CllaedO. aDd the llalted State• atlll edat. 

Speo!riodly, the o.h!pamt ot Ntorialo , blue-prlnta, apeolrioatlona, 

e to., troa tho ~ted Sto.too to Canada , In oonneot!on with the bulld!ns 

In CMado. or o.l rpl..,.o tor the llaited Statoo Jaoy, 11 al011ed dooa by 

cu1to• • tD~tioaa , 11oeae1D&, .ad other reetrlottoaa . Pl•••• Ult 
your utaost mdoo.wra proaptly to elli!!ID&te dl ro.-.alltha that poul­

bly can be r.-oYed. It lt&ltlatlYI or other meaeurea are required by 
your depe.rtloent turtbor to t a.cllitat o the proapt l hlpaent or utorlala 

bet .. a the two oo1mtrte1 , pleue tell:• ~late act too t.o briD& abovt 

• •rly e-t the root. 

I ho.Ye d!rootod the Secretary ot the llaoy to l'urnilh you auoh 

Jn!'orwattcm or oth•r ••• llt&Do• you •IT require . 

Very ai.Doe.-.ly your·• , 

The Boaon)le, 

'fhe Sooroto.ry o t the treaoury. 

Regraded Unclassified
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Qa hi I' I I)M, ltu, I 1$peoo:A a -.t• U• e6 ,_uq 1 p\:A 
...................... o..L\MM e6 OIMIIa ................ . 
!11M ,.uq, •"'• t•. ,, ... all-'- ...... "'- .rr.n, ... 
e1.-. .a. ,.,,,.. • .-.. a • 

.,..,.J .. tft .. t ,, ...... , ......... 1.!."' .. '• Urlth, 

~ ....... --'- ....... ".'" -~ et 11111r • .... .sa JU t •wt, pesu:a, .wrr w stt l• 
:-- Ule tt... C. e6 •n••-r..t.u.. _._ czu­
Jt II Ulet. ......... ...UMWI$ 1 .... ai...U. 

elfef .... 1f1r U. .....U. ef ...... it 

le ,._., U.. '•' 'd1
" et U.. ... ln ""• I ...._. \M 

art-.. 111 P1 de .... 1 l'r Sa- leer ' M ..... 1ir 1M 
1.-\er _. epbl\, M t• r ~Ill~ Uleb ,._.. I ,...._. n­
.. ,.._. llro .ale IV' ••, Ule -•me et Ule A.lrl- a.-t.\\M1 M 
iiiNftt,.., •~ u. au e6 u. "'"" o '"'" _. ..-... •••• 
:A .. • .. , Ule -- M *i* ..... •11\lft *MI'II ..U M-
1&17 M tift N1 e6t.t M t.M ... hNl._, 

1\ 11M---· .. , ...... ~ ... I'W 2 JeW ..... 
- ..,, 11':111&\M ...... - o ..... , ~ ....... , .... ,..... c.., 
..... ,.- ..................... ..ut -'-'· .,..ut-..ur,_ tM ..,£ 1 1!6 ... erfele, \'s· ...... , ~ • .-e:! 
t.. tal ........... M e-M, ia I ....... U. ._., ., .. Ml 

CIIMM e6 ~1 I ,_ Ule liti.W ..... lltloF, le &1.-. .... lir -
\JJJJ' ....... u ,.., -~~. ~-.,., 
..._. , us t qllr' M eJtef·rts all I ''tiN ...._. ,_ .. ..,, -. ·-".. , ....... , .. -..... ---~ .. .,., C J 7 ' ,.,._ M '"t'•t•e tM ~ ••s ¢ f/6 ... _.,, '--
-..u.w.s ,...,_, ~---· ., .. ..u.-...u..-. 
-.., est 1 * ..,. 

I llaft ....... Ule Is d•i e6 Ule hoF \e tw 'e' ,_ rMI U. 
trMl ... - ..... -iaiiTF ,_ .. ,...U.. ,..,. ~ .,.,., 

(ls,.M) ntBJ IW D. IOC Silsf 
!1M · 1 r''e, 

tM Ill e'-1" tl tM frau »• 

( 

.. . -
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COPIES TO: Commissioner Johnson 
Mr. Bell 
1!r. \\bite 
llr. Gaston 

' 
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THII: WHITII: H OU8 11: 

WASHINGTON 

Joiq u, lMt 

17 ............ .......,.. 

0. Do••hr Urd, lHl, I appi'Oftd a deol aratlce ot polloy 

adDptH b)'~ .1o1ft liar Prooluotlce c-1-• ot C.....Sa aod tho t-..lted 

Statu. !loa\ pollq, oalliac t or a ccebl- o.ll•ovt ,..... produotlce 

ottort, iDol ........ tollCIW.l.ac na-t· 

"Lecl olatlwe OD4 odalalotro.tlwe barrt oro, tacludtnc 

tarttto, t.port dutlu, 0\lo-.. aod other rocul attOilo 

or rootrtottou ot 11117 ohanotor wMoh orchtblt, pro­

- . doll~r or othoroioo 1 ..... tho troo tlow or noo­

oooar, ..ttt0110 •d 'ftJ' ovpplloo be-., tt.. two 

oo•trtoo ohollld llo -~od or othomoo oll•l.Dated 

tor tM d""'tica ot t:llo war. • 

!o tllr\hor t:lle !.apl-to.ttce ot tho doolaro.tl oa, I aoted 

tho otteotod dop- ODd ac•ol oo ta 0111' ao...-at to o.bldo by 

Its l etter ODd opirtt, oo tar u 111\r wlthia tholr p-r. I l'•rthor 

roquootod llr. IIIlo Porldao, - - ot tho aortoaa C-ttoo , 

291 

to inweoti pto, wlt:ll - aid ot the !vt.t t 0-.iuice aod other lator­

oo'-'1 &&ooctoo, tloo _, to whtoh lo&illothe oho.ac•• would be aooouary 

to giwe tllll ot t ort to~. deolarattca. 

It hu •- to 0\r attettca, tloJ'Oil&l> \"- Ponouct Joint 

Board Oil Dot•oo, ODitod ltotoo • (laluoda, thot barrloro to tho troo 

now ot •torlalo be- Cauoda oad tho Qllitod ltatoo s till oxiot. 

SpeolttoallJ, tbo ohipaet ot •tortalo, bl_,rtato, opooittoatloao, 

etc. , tr<a - Ullitod etatoo to Caada, 1a -tiOG with tho buildlD& 

In Canada ot atrpl-o tor tloo IIIIi ted Stato.o la.y, 11 olowod do10l by 

cuato.al t• tntlc.e, lloeut.ac, ..t other reatr1o\1oaa. Pleue uee 

your u-ot .,..,..,.,ro p..-ptly to ol1alao.to all toralitloo thot poool· 

bly oo.n be ..-....s. It lopohtho or otloor •aouroo aro required by 

your depart-eat tllr\hor to taoilttoto tho p..-pt ohipaoat ot a otorlo.l o 

bot- \he - o-trtoo, ploaoo toto s-odiato aotlOD to brins about 

early o--.t tlooroot. 

I haft dtrootod t ho loorotary ot tho J a.y to turailh fOil ouch 

lntoratlca or otloor uol otano• JOil .q roqulro. 

'fory otDooroly youro, 

Tho BOGoro.lolo, 

!ho Soorotu'T ot tho !roU\lrT• 

• 

Regraded Unclassified



STRICD.T CO!fllDIN'flAJ. 

Jq a.u llr, Sto"tU'J• 
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JUL 22 1~42 

":! 

IIMelpt 1e ulalo.Utp4 of a lottor 4aW 

JulJ ao, 1842 (Ill), 1lpa4 for ;you bf Alaletant 

s.a .. tur Bnle, "PitlJII., Ylow on wtaatbar tba 

Un1to4 Statoa Go'fiPIIMat wolll4 be wUlJ.na to fadlltato 

tba ,. ..... tuovp ••tau torrltl17 of peraou 1lbe 

_, M O'flli11Atl4 f,_ fletorla ln4 tba IOUthlll'll IU of 

Y&allliYIP Ialu4 M .. IIM of aa -f'C0111f• 

I •-u.r 1a tba Ylow of fiV Daputaaat tblt, 

aholll4 1111b u -ra-•1 arlee, U.la Oo't'an••at aholll4 

be ef Ill ,.,,1~1 aaalataa10 tl tba Caae•t•• aatbarltlea 

1n ~~ •ttor. Ia tile neat tf 1111b aa -•c-To 

epprotplate laatftltleu wlll be 11't'ID ta tba Ulllta4 Stot11 

CUt.. autlaer1Uoa tbat arJ'UIIIIODtl aholll4 be .a. to 

-..n110 Ulll trault ot tba Ma8&l aa4 oft11to ot 

l'flliiiMI f,. tba ,.~at If llnllac 1A tba Ua1to4 Stotaa 

to tba ,..t ot nU late Cl"411, Cuatou oftlena wUl 

Photostat tile - HWC 
Orig. File - ThaQpeoa 

Regraded Unclassified
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- a -

tllt M lutniW tt Mlttr 1q ttUUtMlutlttMtt 

1a U..ll' .... . 

Ia ....... *' ..,.,.sa-. lutntlltu tf tM 

kld Nftl'ftl tt wn .., M ,..,..... ftr ,.ttl\lt 

htllrt ... , u .u1 • ..,....ltw u ,.. .s.u udtt .. 
' 

of tilt .. ,,_.. _.. )f tilt Uttnq Otlltl'tl ~ 

tM •ann• tt H taka )f t.ic"'* autlltrlUtt. 

Ytrt tftl¥ ,_111'1, 
(Biped) ii. Korgenlb•u, Jr 

Delivered by Simmons 5:)5 
7/22/1.2 

Regraded Unclassified
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• - 'tl'kalll'y l>tpartMn\ 
() Dh>iaion or llonnacy 8Ha~b 

Dt.\a~ •. al----1942 

to:~~-

rna: 11r. 1lhi te 

~ILIIal. of tb:18 report appeacled 

l to poepu"ed lett. to Praeid..:lt. 
I 

Regraded Unclassified
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rw ~ ~ e1 .- w.at. , ...... ,,_.. D.) 

......... ~ ...................... rl ........ .,..S.W 

_...,, ........... aJ.toO. , ... ..,,, ..... J 

•c•M •" s 

Regraded Unclassified



298 
STBIGn Y CONFIDENTIAL 

-w•n 01 •• m• 
• DG ww:a 1D • 111 ..,._, 
u mru to~ •· a •ar.n 

IIDI llf<llt tw ·•r.r•a WtiD 
IRDO M PUIOO DIIIICAtiD 'J 

hb •• 1941 .. ~ 10, 1942. 

(I• ,. - ., .. 11_) 

hb• .. Pori ....... Poried ..... ,_ ap ,_. N.zlQ .,.., ... .... .• , .,,,611 
14.500 1,664 '7,900 

12,4)5 ~ ~ 

" jJ 

2,1149 

10,710 ,. 93 

17 .. 7711 a a 

9,0)6 16J 162 

~ 

fot&l 

~.-

"""" 12,410 

" 2, ... 

U,JM 

17, ... 

'·"' 
V ..... of \M _,... ._, __ - NM!N .tV. a loc or •- _.. or -.. 

ftw ,_...,.~.._=,-~,.,. • n\baa'-18111-'el 

a .,....__ ,..-'ef, ftle l...,r - pel'1ef w•w•, \llo ~ 11111 - n.u­
- te ~ ;a1 'ot o w rwl.led c..-. 

il ,_ ,... 0 u, 19Q. "' .. \e - u ta .. , \loa\ • larp .......... ol 
wwtallta\ef ._.., -~ te ..._, ta .....uef htr ,_ Cilia. 

~==~ .. "' O..pl .... 'IIIIo ; ... ,.._ - ... "' I , • la ........ ,. ,_ 
I \eiC w. 

II !pel .... II I' Alprt.a, 84 t.ida. 
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11117 •• 1tlll - 11117 u, 1 11 

c•we 'e f/1 .. !Jepp) 
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• - .... 15 
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•• ll- ••• =· 't : =· r: Jl 
=~t===j/ ... , .... s.e 
d:~t:=·r: 
~ 1-~ 

t'Md 

.................. 
""e•· hm Jl 

"' -

-1,1 
-
J --
' ---., .. 

tu.J'T." 
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1. .... ttc .. - - ....... ,._ ...... el ....... ..., ..... 

a. n.- ,_ I 5 IPM ....... IIISM I '=s tuM -- 1"1 =1s =::- .. 1
128 12 ~ - 511 I .. M e..u..& t• .... 

,. n .. ... a .. , • lal'p .-.... el ..... , .......... ....... , ........ . 
.. • .,.. ... -·. ··-· 1 tScwee ~~=- ,_ 10 ... ~ Sae...a et ... -........ s.u ...... 

'· u •v .-&..., 
T· ..... •::r:• Ill ...-u.. ...... s "{..._ .........- e1 1 " ... 's.a '•• el•"' t• .-w , .. ,,,..._ 

Wta » ..---. llii-- ;r ... iiii •••ua liii •.•£ a 
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-
INTIIt OI"'"'CK COMMUNICATION 

IeoNI.., ...... et 

.... lefllela 

lbl,.... of naaoo 10 ll'lUIIIl PoNel 

• . 

1. 1a tbe week ... u. .hllr 14, 1941, • •olal 
of 11 pl ... o of all ,,., liO ...._, »1-) "" 
elal,... lo lrUlall f-1 t'NII lila .. 11eA aawo. 
flala 1a .... , .. ua11r 1 .... ,.._ -. ,...u. 
•ook'a lllll,...,, of •1 (111 ...._,, pl ... a, ..a 
\lao......- of U7 (" • ...,.,, ,. .... k tlll'l .. 
'lao tlHI els MB\be of lN. 

. 1. Of ·\be ••*'• lllll,..ate of 81 plaaal, 51 
woro eoal to tile ll'lUIIIl hlll, 2' •• \bo 111Ulo 
a. at, ou \o Ja4la, .a oao \PalMI' \o Oaao&a. 
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7a!lle • - 11:11,...,. ~ ..... 
() ... k 

Jill~~'" 
to Sbf Pp1St4 IJ.nc4M 

Llcb! ant ... 1 .. boaboro 16 
Ilea..,. llleero 11 
la•al pa!rol boab1ro o 
PurouU ~ 
~ Oeop~ra!1•n o 
tralaoro __2 

fl!al !o !bo Vn1h4 ltlq4oa 51 
fatal to Sbt 11441t laeS 

Licb! aa4 .. u. boabln 
Bo&YJ ~ro 
laYal pa!rol boablro 
Purouu 
~Ooop1rat1oa 
tralaoro 

7ot al to !bo IU4411 &ad 

To tbt O•n"'M ror••• 
fT Liebe 11114 u41ua boablro 

Boa..,. blabero 
laYal pa!rol boaboro 
Purou1t 
tra1n1ro 

te!al !o Oanatl&a ·roroeo .. 
to ''' Br1!11b lJo1t1e ,oro•• 

L1p! ant ..Uu boablro 
la•al patrol boab1ro 
PurouU 
trallloro 

t o!al !o •ao1t1o rorooo 

to ''' lr1t1tb ll411ft rore•• 
L1rb! ant 8141.. boab1ro 
hrouU 

to!al !1 In41an rorooo 
total I 

L1cb! an4 ao41aa boab1ro 
Roa"7 boablro 
laYal pa!Nl boaboro 

~ hrouU 
"-r Oeop~ra!1en 
tralaero 

oru4 te!al 

20 
0 

~ 
0 

--2 

0 
0 
0 
0 

_.1 

0 
0 
0 

--2 

6 
--2 

23 

1 

0 

Ill 

total 1111ppe4 
111 1942 
t o 4tt• 

,1 
0 

,J 
12 

_I 

305 

total lb1ppl4 
11a11 

Jg, 1, 19U 

l,m ( 
110 

1,16o 
102 

-2! 
,,291 

661 • 
j 

1 ,192 
12 

....152 
2,023 

216 
1 

;~ 
l..l!1 

602 2,061 

72 

) , 271 

Regraded Unclassified



- '- 306 
table • - lblPMah ., !'Jpea 

Bell AlJ'aeobN 

IIM1~ ._1l 
ha • Ul 

Brawacar .. tfala 

Oaaana Grana l-A (At-17) 
t-50 

Conao11&aC.t OaCal1aa 
L1berahr 

UUpbawlll: 
foe•b•k 

Doac1aa •oaCaa I,II an4 III 

PalrobU& za. &-9 
ft•2ft OoPIIall 

<lana MarUa ._Zb A (hl'an4aP) 
hlUaora 
Marplan4 

Gruaaaa M..CleC li 

Loo~t4 A.-29 A AJJ 151 
lhi«Ha 
Llcbtalaf , .. , ... 
VanCura .. oar 

Jorcb Aaer1oan ._25 
llai'Yar4 li 
aaeeaac 

lorCbJ'ep Y~aa•• 

P1toa1ra Autac1ro 

"•ai'UII Pf-27 

voucbc-llkor.tt Obaaapaaka 

~u1Caa-IC1aaaa G-49 

~ .......... .. 
Gran& fecal - All trpea 

... 
.M:at~Ht 

0 

10 
1 

0 

0 
0 

0 
0 

0 

0 
0 

2 
& 
0 

0 

1 
14 
0 
0 

' 9 
1 

24 

0 

0 

0 

0 

0 

81 

foCal lblppe& 
1a 1,., ,, ..,, 
}15 

41 
15 

0 

0 

4 
256 

47 
1 .,7 
' 12 

197 

105 

Ji 
5 
0 
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0 

fatal lll.lppe& 
alaoa 

,.. 1. 19!1 

88 

1 
1,1107 

' 12 
197 
105 

~ 
5 

5 
291 

50 
10 14 

__l!_ _..J! 

,,271 8,18' 
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CCIP! 10. ~ 

OPQL lo, 250 

I.nto .... ticn neoi"red up to 7 A. M., 22M JlllJ, 1942. 

III!)I.Tiii!!WIIWI . 2 ot B.M. crw. .. ro and 4 dootroyoro --ocl 

obippinc and tho horbour at ~ IIATIWH. 

On 2lot 28 SpittiHo arriYICIIIALTA trca ono or H.ll . Aircrett CorTil,ro. 

2. MIWtW 

IQm. Aport troc> 0. llleht loeol odYMCO lOUth of £1. ALAK!IN thoro 

ho.o - no oho.np. 

~· A atron& 1\aoian attack ap.inot bridl"hoad ton:ed by 

O.I'MI\1 acroaa JU.••r Deli at VOfiCIIEZH baa .. t wi.t.b e.-. euee•• •· 1"be r.er.n thruat 

-- t.oooara tho BiYOr DOli contimloa to ato procNII porticul.t.rl7 ..,.t of 

lliYOr IQII:TS. 

). AIR OP1R6I10!S 

§TEl!!! Pl!O!!T. 2lot. 6 IIOIICiuitoa bombocl targets in northwest 

Olil!IIIANY, r .. ulta not oboerved owing to thick cloud. Militcry tcrgots, f cctorioa, 

rallW&7a and oh1pp1.nc in BELOIUII were attcckocl by U 11<1uadrona of Spittirco. Ooedo 

troino att.ackocl in Northam PRA!iCE by 2 lluatanco. 7 aircraft missing, 3 piloto 

1141•. 4 enaor aircraft crossed aoutb coe.at. and a. tn boll be wore dropped 1n '!S!..£ 

or liCHT, claaco ol1Cht, no caaualtt ... 

2lot/22M. Aircrnl't deopotobocl1 MS.IIII!G 299, •• aininc fRISUN 

ISLAICDS and O..t.cb Cont 11, Aerodrcl:leo 8, leatlota, OOCllpiocl PIWICE 6. OOISPID!Ii 

wo attackocl in coed waothor and aeveml lorco tiroo ropcrtocl. 13 aircraft ..S.aoing 

22 ""01111 aircraft croued .... t coe.at. Bombo, lllai.nl.)' incondiary, dropped in EAST 

AJIQLIA, littlo daalaae, no caeualtioa repcrtocl. 1 aircrott destroyed by nicht u''"''"·• 
!lim· 19th/20th. lloabora attockocl ohippins o.nd laid lllineo in 

!0~ !l&rbolll"· On 20th 11Cht and ficbter -bore attacked landin.{_~• or.d 

11.'1' o in l'tJlA A.rM, IOVOTal a1rc.raft. Or\ tba IJ'O\lftd aM, & lar10 nUIII:ber Of VebiC},.'n 

boinc oithor doo~rc7ocl or cluacocl. 

• J16LU. 20th/2lot. LUQA aorcdrceo att.ackocl by 16 1U 88' • of which 

3 wro dootniTICI bJ A.A. tiro. 

lllllltpuw!IWI. 2lot. A 7,000 ten ohip, ucortocl bJ 2 doetrc7ora 

u4 a 1)(). 1.8 -· attacked bJ 9 s..utorto .... th ot com~. 3 hito cw.ed ... thia 

•hip and 1 dl8troror &lao prcbebl7 hit. 
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