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(;f. H,) 
Operator: 

HY.Jr: 

Operator: 

lDCJr: 

Operat or: 

HMJr: 

Operator: 

HMJr: 

Op~rator: 

Hl4Jr: 

Opera tor: 

HMJr: 

Graoe .. 
Tully: 

IDIJr: 

T': 

HMJr: 

T'l 

HMJr: 

T: 

. ,. 
July 2), 19~2 . 

... 2:40 p.m. 

Hello. 

One moment, Mr. Secretary. 

!lello. Hello . 

Shall I ring you baokt 

I 111 hold on a 111i nute . 

All right. 

Hello. 

Yes, sir. Shall I ring you baokt 

'Nhat dla they say over theret 

It was a men operlltor - he • .•• 

Yea • 

•••• I t ola him I wae going to ring you. 
'l'here you are . 

Hello. 

Hello. 

Hello, Graoet 

Yes, Mr. Secr etar y. 

How are yout 

Fine, sir. 

Two things •••• 

Yes, sir. 

.. -. 
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HMJr: 

'1': 

HMJr: 

T: 

BMJr: 

'1': 

HMJr: 

'1': 

HMJr: 

'1': 

I!MJr: 

'1': 

HMJr: 

'1': 

HMJr: 

'1': 

HMJr: 

- 2 -

•••• the President talked to me yeaterday about 
what he was going to - thinking ot doing in 
r egard to this ooet ot living • ••. 

Yea. 

•••• and be said be wanted to get the Attorney 
General. to give ~ a ruling. 

Yes. 

Well, over - . it you make a note- our boya here 
are working along some entirely independent 
linee on the authority that the President could 

work along •••• 

Yea. 

•.•• on the moneta ry authori ti•, I mean, which may 
or may not lead anywhere , but we're working very 

hard on it. 

Yea. 

And I was thinking it he's going to do aometh1ng 
on thi s, I'd like to sugges t thst he get Sam 
Rosenman down here •••• 

Yes • 

•• • • because I ddn 1 t think the Attorney General 
will give him much, and I think he needs Sam on 

thia,. , 

Ub huh. 

But- I 1d like •••• 

That's the whole inflation program, ia itt 

Yea, it'• a queation- it the President goes the 

way be talked 788 terday, be 1 e going to do it 
through an Executive Or der. 

Yea. 

I mean - now we 1 ve got soma auggeetions. I 
understand that Hendareon'• people worked all 
laat night on some •uggastione • ••• 

Regraded Unclassified



T: 

HMJr: · 

T: 

IIMJr: 

T: 

HMJr: 

T: 

IO!Jr: 

T: 

HMJr: 

T: 

I!)!Jr: 

T: 

IIMJr: 

T: 

JDCJr: 

T: 

HMJr: 

T: 

HMJr: 

- ) -

Yea. 

• .• • and I auppoee the Attorney General a. e. 
Well, it neede 1omebo¢J 11ke Sam to put l t 
together. 

Uh huh. 

Seat 

Yea. 

And the Preeident leid great etreea on 1 t . 

Yea. Well, I think be 11 coming down to110rrow. 

Ob, be 1&' 
Yeah. 

Well , that 1 e wonderful. 

3 

He called today, and I think Mao called him back 
and suggested that he come down here t omorrow. 

Well, do you auppoee the President would mind 
~y suggesting he put Sam on thatt 

No, I think 1t 1 e the k1nd of thing he will ·put 
h1m on, when be gate the d8ta together. 

R1gbt . Now the other thing 11 that 
daya or two weeke ago the Pree1dent 
Dr. We1zmann. 

Yea. 

about ten 
eaw 

And he - the President 1a1d he'd 11ke to aee 
him aga1n 1n ten day1 •••• 

Uh huh. 

•••• and Dr. We1zmann called up Mcintyre, and 
Mcintyre never knew who he wa& and eo forth ••• • 

Uh bub • 

••.• and eo on, and at the Pree1dent 1 a pleaeure 
he- he'd like to come down and eee him aga1n. 
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T: 

HXo1r1 

T: 

HKJr: 

T: 

IDCJr: 

T: 

HXo1r: 

T: 

HMJr: 

T: 

HMJr: 
• 

T: 

HMJr: 

T: 

l!XJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

- 4 -

Yea. 

Re1e working on rubber, 70u know. 

Yea. All rigbt, fine, I'll mention it to h1m 
and uk lUm if he'd lUte to eee lUa and wben. 

I thank J OU. 

R1gbt, dr. 

You aound ver7 aer1oua. 

Dolt 

Yea. 

I don't mean to. (Laughs) 

Well, now let me aee, llho said that they aaw 

I 

the great Grace Tully last night - aomebodJ that 
I .... 

• 
I wae over to Iintner1 a laet night. Did 7ou aee 
Bobt 

I t - no, i t waan 1 t - somebody ths t had never 
met . .. . . 

Oh! J'erd l uhn. 

What? 

luhn. 

Oh, that 1 a Who it waa. 

Tbat 1 a right. He- he and hia wife were there 
to dinner. 

Yeah, they're very much impressed with you. 

Very n1oe, I lilted them both. 

'l'hey are nice. 

Awfully ni oe people. Grand •••• 

All I could remember wee t hat the7 said you were 
great, but I couldn't re~ember who said it. 
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T: 

HMJr: 

T: 

HHJr: 

T: 

HY.Jr: 

!!l!Jr: 

T: 

• 

- 5 -

(Laughs} You couldn't remember who said it. 

No. 

But you knew lt vae eomebody who wae cra~y 
probably. (Laughe) 

No, I told him I 1d known 1t a long time. 

I see. Well, that vae very ni ce. 

Thank you. 

Grand, ~. Secretary, and 1 111 call you back en 
1 t. 

Goodbye. 

Fine, goodbye. 

•• 
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Secr etar y 
Knox: 

HKJr: 

X: 

HMJr: 

X: 

HMJr: 

X: 

HMJr: 

X: 

HMJr: 

I: 

IIMJr: 

I: 

HMJr: 

I: 

IIMJr: 

X: 

HJ4Jr: 

• 

Bello, Henl')'. 

Bow ere you! 

July 23, 1942. 
4:20 !).Ill. 

Fine. Say, Henry, tomorrow- or Satur dey noon 
Just- Priday noon •••• 

Yea.ll • . 

•••• Juet at twelve, we're going to bave a 
little oeremgny out in front ot the- out in 
front ot the building here on our ten percent 
bueineea. 

Yeah. 

6 

And there ' s a marine band' s go1nb to be there, 
and Ralph Bard and I are going t o zalte a little 
talk, and we went you to come along and make a 
little talk too. 

\iell , what time would that bet 

Get here at twelve o 1 olock, and the party begine 
at twelve-ten. 

You mean at your ottioe at twelve? 

Yea.ll , come to my ott1ce and have break . • -have 
lunch ~11th me. 

Ia 1t P'riday or Saturday! 

Priday. 

Friday. 

Yeah. 

Ah- I'd l i ke to do it. 

Tha t will be tine. We 111 go trom here to 
Cabinet. 

.... and . . . • 
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1: 

!DIJr: 

K: 

)(; 

~.Jr: 

J:: 

RMJr: 

K: 

!DIJr: 

K: 

HMJr: 

K: 

l: 

- 2 -

Have lunch with ae, and we ' ll have a good tall. 

Ah- I don't lr.now that I' ll tallr., but I 'll 
et~nd up there and gr1n anyway. 

(Laughe) Well , you've got a very elo~uent grl n, 
Henry. 

Who are you - who are you tallr.~ng att 

Oh, all the people 1n the - the - the crowd here 
1n the Navy Department. 

Flne. 

They - we got the street oloaed off , and we ' ll 
have the band, and we ' ll have qu1te a orowd, I 
tb1nlr.. 

Well, I - I - I 1d be delighted' to oome. 
• And the Department, 1no1dentally, 1& going over 

l1ke a house afire . 

lieU, they would under your l eadersh1p. 

(Leughe) Thank you, Henry. 

All right. 

All right, that Will be fine. 

'1'hanlr. you. 

Goodbye. 
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7/23/42 --- .. . 8 
' Draft of mi,Jr•s rema.rks to Navy Depe.rtiD8nt 

employees in front of NPvy Building when 
ecrelary Knox will also address them on 

results of their 10% Deduction Plan • 

.... ,. . \ 
J 
I 
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lr. lnoz, Mr. Bard, Ladi ee and Oen\leaen: 

IIlla ll oenatqlr a eUnlnt and uan-wanlq 

dea~\nUOD. l eb&re wl\b 7011 Ule prlde and eaUe­

faeU~ \Ia\ all of 1011 ... , teet ow-. \U oa\e\aodl .. 

nooe• aolllend 'bJ' \be Ia., JoD4 OUpalp. Tiler• 111 

alftp ea\letaoUoo lD a ~ob well dou. fta\ h par­

Uoularlr \nae in \ble oue, for eOilDd aDd adequate 

flD&DOlnt 11 ODI of \be aoe\ lapor'-D\ pbaaee of OQr 

"il l-oa\ war effon. l o proeeou\e \be war clurlaa \bll 

~ Je&r, l\ Will be DIOIII&rJ for \be QOYeriiiUID\ \o 

borrow &\ lead IISO, OOO, OOO, OOO, • on \baD tf,OOO,OOO,OOO 

a aoa\b. •• hope 'ha\ at leae\ U:ooo,ooo,ooo • aa'l! 

of \hle wl l l ooae \llroaah \Ill eale of lar loDde to ..,. 
.r­

e&rDirl and ealar1ecl •ploy•••· 

It 11 III ID\l&l DO' ODlJ for 'be IUOOIIIful OODducr\ 

of 'be war bu\ for \be eooeoa1o welfare of \be aa\1~ 
. . 
*' u IIIlA •• poee1~1• of \be lDOOH of 1Ddlriduale 

be tn..\114 a. cao..na•o' IIOUrUhl. IIlli 11 laperaUYI 

fOl' • · '1 ·'Itt .r r ... OM. ODe ll , ... , \bll •oo•:r 11 
·~ '.J- I ' 

&Otle11r au••• ~ f1D&Doe 'b• war. n belpe \o paJ 

for , ... Cilf~~ eoaraceoae tlpUq foroee Deed to 

deb&\ ,..._ ·a PI ; AaoUaer r...- 11 \lla\ 'bJ' lDneU 11 

u •n u poael,.le ot ou oarrn\ lMO&I lD war boade, 
I 

" rlldUCJe •=on•••~•aa aDd~' belp \o teep 

: -- _rl ' pr1oee doWD. 'Z., ~ ' ' =::7 ~ ......... 
""-4. ~ o ' F d:- ..f..!&<-~ dJ ~ ~ _.t 4.. · c.. 

~~f-.-~ ~ r. ... 

-
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•• a ll know til&\ the supply of oh1l1an goode h 

beilll draeUal l J our\alled bJ tile de.uda of war 

proclao\loa. lUll 110re .oMJ to apeD~~ for fMJer ,oode, 

prloee are boaDd 'o taoreue ua1~H n deUhrah1J 

reeo1•e 'o epend 1111 &Dd aa" aore. ID war UH 

ependiq a1 uwal 1a •• b&d ae llltiioeel u una1. 1J 

ln•ee\1111 •••rr oen\ •• ao ln tar loada, •• oao kill 

\hree blrdt w1\h one 1\one. J1re' •• oao help baJ pl&Del 

and IUDI and ehlpe , for our flahUq aa. leoOIId " aa 
help keep don 'he ooe\ ot llnq f or ounehH Uld tor 

\be aonrnaen,. And \hlrd, •• oan pro\eo\ oar on toture 

ltourt\J wi\h \he eaT1n~• aoauaula\e now. 
to aaaoMplilll \la111 objeati•e• \he elof&D· of our 

lar IOIId O&apaip 11&1 been •J•erJlloclJ -- ITery Pay llaJ ·-

1~. · It i1 proper that •• who are in OoTeroaea\ ler-

Yl .. ebould 11t aD exaap1e f or 'bole eap1oyed ln bmllDIII ' 

Uld 1 e ""· tbe treasury O.partan\ laet aontll, aDd 

DOW .. llnJ Dqar\aeot, b&TI IODI OT~ ~ '~D \_!Ill 

• pG ... Ower._ of ~eaployll1.1l'an f.{y,l,ioi' 

.ore •• 1~ of t.laelr \ o\al pay ln lar I*• ITirJ pay 

clef. •• ot tu tr~UUfJ and JOU of \be laTJ Jaa•• \bu 

eald to eaplor••• ... ,.Jaera, ln o'ller QoTeraaen\ 

Departa .. \a aDd iD prl.a\e bualD .. I aad lndul\ry, ••• 

laue lban \be wa,. !1&11 job oaa _.s ne\ be, doae. • 

hraoa&llJ aad oo hllalf of •J le~"'~reel 
in tile tnuuy Depart.en\, I ooqra\ula\e you. By yoar 
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:U. ' 

euoottt lD tblt oaapalp yoa ban dMODttrahd tilt 

trutb of your l &r &oDd tloPD. •taYJ Dollare are rtp\­

lq Dollare.• 

IJ twa ..s OOIIIr&hl& uau to ,. all. ,.., 

up tilt 1ood work • 

\ 
. ' 

• 

.. 

' 

Regraded Unclassified



General 
Dool1Ulel 

ID&.Jr: 

D: 

HMJr: 

D: 

BXJr: 

D: 

D: 

IIIIJI'I 

D: 

1111Jr1 

Dl 

IIIIJI'I 

Dl 

IIIIJI'I 

Dl 

Jul7 23, 19~2. 
~152 p.a. 

Ab - Dool1Ule, Ill'. 8eoreWJ7. Bow are 7ou, 
elrt 

12 

I'a all r1pt, General. Aaba .. a4or LUY1no1' 
lett here a 11 Ule WII.Ue qo - bello • ••• 

Yea, air. 

• •• • and be ga•e ae tl!.1a aort ot peoul1ar 
aeeaqe. Be aa1d that we bad been a1a1ntoraed, 
and be wanted to mow who told ua tl!.11't7 
thoueand rublea a 110nth. Well, I told 11.1a •••• 

Yeah. 

•••• I 414n 1 t know who the aeaea.ge aa.e troa. 
But I told b1a that - be aa1d - 1t JOU1Ye got 
a peno11 - bello • • • • 

Yea, dr. 

••• • that tl!.e7 propoaed to obarge aeYen tbouaand 
t1Ye bundred 'rublee a aonth tor t1Ye aen •• •• 

Yee. 

• ~ •• wh1ab won a out at $280 per aan per aonth. 

Yeah. 

!ban be aa1d, "BoweYer, we will tteat the 
Aaer1oan aY1atore 1n a aanner e1a1lar to their 
rank ot our own •••• 

. ..• aol41ere. • 

Yeah. 

11o I aa1d, •Well, 4oea that aean 7ou1 re go1na 
to obu'ge thea or not obarae thea'" Be aa1d, 
•Vall, aJ iapreaa1on 1e that tbe7 11'e not going 
~o be obarged aDJthina.• 

Ob bub. 
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But be eaid, "Tbat 1 e tbe meeeag~ that I got, 
tb&t they ' re going to be treated Just like 
ottioera ot a1m1la~ rank - giYen the eame r ood 
and abel ter. • 

Yes. Well, now in our army, an~ I presume in 
tbeire, a.n otticer •••• 

Yea. 

13 

•••• ia obliged to turnieb hie own quarters, hie 
own r ood and shelter, and his own unitorme. An 
enlisted man bee all that turniehed tor him. 

Yea. 

So (laughs) I auppcee that tbey are supposed to -
t o - or at least our GoYernment is eupposed to 
pay this $280 per man per month tor them. Now 
they ge t $6 a day ••.• 

Yes . 

• ••• wben they' re on a mieeion or this kind. 
Our people all got a per diem or six dollars 
per day. 

Yeah. 

Now that's a hundred end eigbt7 bucke, and they're 
only a hundred buoke in the bole aooordin.g to 
that. 

Well - ah - at leaet we'•e gone rrom eeventT­
ti•e hundred rubles •••• 

Well, ~e 1 ve got it down to a quarter or what it .... 
• 

We have a quarter. 

It' s a pretty good stroke or bueinees. 

Well , I - we've got bim down trom thirty thousand 
rublea to aeventy-ti ve hundred. 

Yee, air. Tbat ' a a quarter. 
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And that 1 a a quarter, and - you aaigh t checlt up 
on it and let me know whether tb&t ia eo, aeet 

Yee, air. 

· ft 

Now I - don ' t tell me where you heard i t t ro• 
beoauae I don't think it 1a any ot hi a buei neaa. · 

Right . 

Beoauee it he knew he might want whoever it waa 
dieoiplined, and it I don't know I oan 1 t tell 
him. 

Right. 

So - but I would be our1oua to know whether that -
what he's tol d me to~ay oheoke, and you have ••1• 
ot tinding out, haven't JOUf 

I will get i n touch with our Cable Department 
and 8ee it we have any further information on 
it. 

Right . Well. •• • 

Okey, Mr. Secretary, I'll 
ae I get any i nformation. 
morning. 

That - that 1 8 ell right. 

• Right, 8ir. 

1'banlt you. 

Goodbye. 

• 

call you back as aoon 
That might be in the 
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Bello. 

J uly 23, 1942. 
4 : 57 p .<D. 

Ki11 TU117· atepped out other ottioe tor a 
110•ent. 

Ie Mre. BradT theret 

I' ll 1ee. The operator went ott the l ine. 
I 111 have her in Juat a moment. 

Hello. 

Kre. Brad7. 

Hello. 

Yea, Mr. Secretary. 

4:59 P·•· 

Kre. Brad7, would you a~ake a not~ t or Grace 
TU117t 

tJh hub. 

There'• a letter coming over trom Edward Fole7 
•a1gn1ng aa General Counael. He ' • going 1n 
the ar117. 

tJh hub. • 
And- I'd appreci ate it it lhe 1d eee that the 
Pre1ideat wr1 te• 1:1.1• a nioe ·letter • ••. 

Uh hub • 

1.5 

•••• t or the work he'• done here 1n the Treaeurr, 
whioh l:l.aa been excellent. 

Uh huh. All right, elr. I'll take care ot it. 

I thank 7 0 11. 

All right. 
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You will recall that in his Budget Message 

or January 5th, Preetdent Roosevelt asked tor 

additional taxes tor the fiscal year 1943, exclu­

sive ot Social Security taxes, ot seven billion 

dollars . On Kirch 3rd, I appeared betore the 

Colllll1 ttee on Ways and Means ot the House and 

presented recommendations tor a tax program to 

produce seven billion, s1x hundred million dollars 

1n additional annual revenue rrom taxes. on 

May 6th I wrote a letter to the Chairman or the 

Committee on ways ana Means recommending a reduc­

tion in personal income tax exemptions to produce 

approximately one billion, o~e hundred million 

dollars more revenue. • 
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These two recommendations together tnvolved a tax 

proaram ot eight billion, seven hUDdre4 ~llion 

dollars ot addlt;i>Onal revenue. Theee amounts 

represented what I believed, and still believe, 

was the very l east that the American peop+e could 
• 

\ 

attord to provide. 

It is only against the background ot our war 

expenditures that we can tell whether the Revenue 

Bill before you will fulfill its purpose. We are 

now spedbina one hundred titty million dollars 

a d87, or almost five bill i on dollars a month. In 

18 

the ttec&l year that is beginnina we expect to spend 

the almost inconceivable sum ot seventy-seven billion 

dollars to wtn thts war tor human treedoa. 
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There can be no compromise w1 th these war 

expend! tures. 'fe would not reduce them 1t we 

could. our whole ettort must be to tranalate our 

spending as tast and as ettect1vely as poes1ble 1n 

the actual production and use ot our war materials. 

I! our expenditures this year reach seventy-seven 

billion dollars, our receipts 1n revenue !rom the 

people must bear some reasonable relationship to 
I 

that colossal figure. It the House 8111 wer~ to 

become law 1t would be necessary to borrow from the 
• • 

. 
public durtnc tb1s tt•cal year about t1ttt-three 

' b1111on dollars. 

• 
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To the extent that we enlist our current income 

in taxes to cut down this borrowing, we ahall be 

protecting the ruture economic soundness ot our 

country and our tree tnsti tutions. TO the extent 

that we tan, we shall be endangering the silrvtTal 

ot all that we are tlghtina .to preserTe. 

It is interesting to remember that only two 

years ago, in the fiscal year 1941, we were 

devoting only about seven percent ot our national 

income to defense expenditures. In the present 

tiacal year we shall be spending about halt ot our 

national income on the war. 
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Thanks to the foresi&ht of President Roosevelt 

and the splendid cooparation of Congress, we 
\ . 

expect to devote to the war effort in our ttr~ 

complete fiscal year of war a proportipn of our 

national income roughly comparable to the pro-

portion being spent b,y Canada and approaching 

that being spent 1n Great Br1ta1n. 

We get a d1tterent picture, however, 1f we 

look at the percent ot expenditures financed. 

through taxes 1n the three countries. In the 

ttacal year 1941 Canada ttnanced about seventy 

percent ot all ita exPenditures by taxation, and 

1n the ftsca1 year 1943 it expects to ratse about 

fifty-t1ve percent from taxes. 
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The unt ted K1ngd011, 1D the f11C&l year 1"1, 

financed forty-tour percent ot all ttl expend!-

' turee by taxation, and 11) the t1scal.year 1943 
• 

1t expects to rates t1tty-three percent trom 

• taxes. In the united States, however, including 

Federal, State, and local governments, only thirty-

seven percent ot all ttscal 1943 Government expend!-
. . 

tures would be financed by taxation on the basts ' 

ot the Reve.nue B111 now before you . It ill .<;;lear 

that we are substantially behind Great Britain 

and Canada in the proportion ot our expenditures 

whtch we are raising from taxes. QUite frankly, 

I do not see why we &hould not do at least as well 

as Great Br1ta1n and Canada • 

• 
• Regraded Unclassified
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Taxation and the Coat ot LivinJ 

Taxation does 110re tban 8upply 110ne;r to 

t1nance the war. It does more than apportion 

the war burden now, once and tor all, instead 

ot leaving it !or further distribution through 

taxes after the war. Wartime taxation also 

plays an important part in preventing rapid and 

continued increases 1n the cost ot living. The 

President has announced a seven-point program 

tor holding down the cost ot living. Ceilings 

have been placed on prices. This tact may have 

caused many people to be undul;r optim1Bt1c about 

the future o! the coat ot living • 

• 
• 

• 

23 
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It cannot be too strongly empbaeized that 1t the , 
price ceHincs an to be maintained l.lld rapid 

and continuous price rises avoided, the pressure 

of the large and expanding volUID8 of consumer 

purchaSing power on the d1m1n1sh1ng supply of 

goods must be reduced. 

To reach a much larger volume of consumer 

purchasing power, the Bill now before you includes 

such a broad reduction of personal exemptions 

that it will affect almost seven million indi-

vtduale wbo have never paid direct taxes to the 

Federal Government before . If this section of 

the Bill 18 passed ae it stands, some thirty-one 

million income tax returns will be filed in 1943 

ae against only aeven million, seven hundred 

tboueand in 1940. 
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For the tirst time in our history the inca.. 

tax 18 becoming a peopl• • • tax. 

Taxes cannot, by themaelYes, win the battle 

against inflation. The battle must be tought 

with determined and coordinated ettort on many 

tronts. Taxation can be tully ettective 1n this 

battle only 1t it is accompanied by restralnt 

and selt-den1al in other fields. Nevertheless, 
• 

taxation by itselt can make the price situation. 

more controllable and less dangerous than it 

otherwise would be, and it is an essential anti -

intlat1onar.v weapon that must be used to 'tru. 

utmost . 

• 
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Intlat1on h&8 be.en well described aa •the ruth-

less process whereby sacr1t1ce ts tmposed 

inequitably upon a people who have lacked the 

unity, the courage and intelligence to impose 

that sacrifice equitably upon themselves.• It 

is tor us to show that we have the unity, the 

courage, and the intelligence to check inflation 

now. 

Treasury Program a Minimum Program 

• The Administration's revenue program was 

preseAec1 last Spring as a minimum. on MarCh 3rc1, 

when I first Cllllle before the Ways and lt!eans Com-

m1 ttee, our total contemplated expend1 tures tor 

the fiscal year 1943 were sixty-three billion • 
dollars. 
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Since then they have risen by fourteen billi on 

dollars, and the total war appropriations, 

authorizations and requests tor this and succeed--
ing fiscal years have risen by seventy-five billion 

dollars. It is true that the Bill before you 

would produce by tar the greatest revenues in 

our history, and I would not wish tor one moment 

to minimize the task performed by the Ways and 

Ue~s Committee. Yet this B111 would provide 

• only six b1111on, three hundred million dollars 

additional revenue in place or the eight billion, 

seven hundred m1111on dollars we recommended 1n 

the Spring. It would tall by about two billton, 

tour hundred m1111on dollars to reach that mtn1111llm 

or last Spr1ng, wh1ch is even more emphatically 

the very least we can arrord to provide today . 
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In presenting its revenue program to the . 

Co811 ttee on Wsya and. Means, the Treaaury 'out­

lined. methods or taxation which it considered 

most desirable and appropriate to raise the 

required amounts. I still believe that these 

proposals are ,aound and present the best sources 

tor a revenue program or this size . They are 

based upon the principle or ability to pay, and. 

they avoid such devices as a general sales tax, 

which would tall with the greatest tmpact upon 

those least able to bear the burden . The various 

• provisions or the Administration program are well 

28 

known and. it is not necessary to repeat tham here . 

I should like, however, to emphasize certain pointe 

which I hope will be most carefully conside-red by 

the Co811 ttee . 
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1 . Spectal Privileges 

The Revenue Bill aa 1 t stands violates tM 

baste principle ot equity which 1s eo important 

to an all-out war finance program. It does this 

by leaving certain highly privileged groups tree 

from tax on large portions of their income. 

29 

The first ot these especially favored groups 

are the rec1p1ents of tax-free interest from State 

and mun1c1pal securities. Exemption of interest · 

on State and local secur1t1es is a serious breach 

1n our system of taxing according to ability to 

pay. For example, in the case of one 1nd1v1dual, 

out ot a total reported income of approxtmatelJ 

n1ne hundrecPseventy-tive thousand dollars, over 

s1X hundred etxty-etght thousand dollars ~ue !1"011 

State and local securities. 
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It the Bill as 1t passed the House should beco .. 

law, this individual would pq onl.7 two hlmdrM 

forty- three thousand dollars ; it, on the other 

hand, your Committee would adopt my suggestion and 

remove this pre-Pearl Harbor exemption, he would 

pay eight hundred thirty-two thousand dollars . 

Let me put the illustration another ..,. It thla 

exemption is retained he would have seven hundred 
• 

thirty-two thousand dollars lett after taxes; i! 

it is abolished, he would have one hundred forty-

three thousand dollars lett. 

The glaring unfairness of this exemption may 

be seen in another wq. 

Regraded Unclassified



- 15 -

UDder the tax ratea in the Houae Bill, a per.cm 

with a surtax income ot one hundred thoUHDd 

dollars from other sources who holds a three per­

cent tax exempt security receives as much net 

return atter taxes as from a taxable security 

y1eld1ng 20 percent. The extaten .. ot thta 

spectal prtvtlege ror all holders ot tax-tree 

securtttes costs the Government and the people 

.. 

ot the Ulltted States, under the House rates ot • 

tax, about two hundred mtllton dollars a year; 

and 1 t wUl cost sttll more as our wartime taxes 

tempt more and more wealthy tndtvtduals to shttt 

thetr investments tnto the h1de-out ot tax exempt 

securtttea. 
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How can we expect to obtain an all-out war 

ettort from all our people it we go on perwt tttq 

a group ot ind1v1duale and corporations owning 

fourteen billion dollars ot State and local 

securities to go tax tree on the income from these 

aecuri ties? We are aaking our young men to give 

their lives tor their country, and at the same 

time we are allowing many wealtlv persona, sate 

behind the linea, to escape their fair share ot 

the war•• ttnanctal burden. At a time when we 

are straining our energies to the utmost to 

defeat a powerful and ruthless toe, common 

decency requires that we abol.18h these epactal 

tax shelters, and do 1t now • 

• 

• 
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Another highly privileged group having large 

amounts or inco.e exempt from income tax are tha 

owners ot oil welle and mtnee. I refer to thoee 

provisions of the law dealing with percentage 

depletion. Percentage depletion is a eerious 

b~each in our system or taxation according to 

ab1li ty to p~. 

I cannot believe that the taxp~ers of 

America would knowingly sanction a provision of 

the law which allows owners of oil and gaa wells ' . 
to deduct from their income twenty-seven and one-

half percent or their groea receipts from such 

wells--not for one year, two years, or the period 

necessary to return investment, but tor an 

unltmlted period. 
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For example, a leading oil comp&DJ owned a nuaber 

of oil properties which had cost it three million 

dollars. At the time the case was examined per­

centage depletion of three billion, six hundred 

million dollars had already been allowed and the 

properties still had three-fourths o! the oil 

lett . 

CertainlY we cannot justify this exemption 

on the ground that it encourages exploration and 

drilling !or oil. There is grave doubt that it 

has a substantial e!!ect on oil discovery. It 

would have coat the Federal Government about one­

third as much to have paid all the cost o! every 

wild-cat well that was drilled tn 1941 as to have 

allowed percentaae depletion and the associated 

intangible drilling expenses. 

34 
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The annual coat ot these allowances under the 

proposed rates would be about two hundred million 

dollars. 

The privilege ot tiling separate income tax 

returns furnishes another example o! special t~ 

advantage to many married couples having larger 

than ordinary incomes. In !am111es in Which the 
• 

income 18 earned partly by the husband. and partly 

by the Wi!e and 1n !amtUes in which income-earn-

inK property can be divided between husband and 

wife, the tax on the !amtly income iS less than 

where the husband or wi!e receives the whole 

• 
income. 
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The tam1ly 18 the true economic unit, and it ia 

unfair tor the amount ot tax on the tuU,y to 

vary depending upon who earns the income or upon 

who 1n the tamU,y has income -producing property. 

Ab111 ty to pay taxes must be Judged in terms ot 

family incomes and not the incomes ot members ot 

the family. The ta1lure to require Joint income 

tax returns constitutes a violation ot the !unda-

mental principle upon whtch our tax system baa 

been baaed. 

36 

The adoption or mandatory joint returns would 

also sliudnate another discrimination prsvail1ng 

under existing law. 

.. 
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lfarr1ed couplee living in the eight eo-callecl 

co~ity property State• receive tax 14vantagee 

• which are 1n no W87 commeneurate with any epectal 

relationship that may exist between husband& and 

wives in those States. For example, take a 

family in which the husband ha8 a salary or ten 

thousand dollars after deductions. It the !8111.117 

has its residence in, say, California, and tiled· 

coJDUDity property returns, the tamil.7 tax would 

be one thousand, seven hundred eighty-eflht dollars, 

whtle 1t the tamtly lives in, S87, rowa, the tax 

would be two thousand, one hundred tltty-two 

dollars, or over twenty percent more . The dis-

crimination 18 even more pronounced W1 th larger 

incous. 
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In this national emergency, how can we complacentlY 

permit the citizens ot these communtty property . 
States a more favorable tax ·ltatus than those ot -, 
the rest or the country? 

These examples or epactal prtv1leges are 

intolerable at a time like thts, when we are 

tmpostng heavy taxes on persons with small incomes 

and there ts pressure tor 11m1ttng wages and tarm 

PfiCes. The country is 1n greater danger todaT 
...,: 

• than ever bet ore 1n its history . The war u now 

in tts most crtttcal phase, and only by pulling 

together u a united people can we make the ettort 

that will turn the ttde toward victory . 
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At such a time any special privilege tor any group 

not only deprives the Treasury ot revenue that 11 

badly needed tor the war ettort, but 1t hinder s 
• 

the war errort by undermining the morale without 

which the war cannot be won. 

2. Excess Profits Tax 

Anothe~ s1m1lar hindrance to the prosecution 

ot th1s •people's war• ts the existence or exces-

stve pro!1ts tn wartime. There iS no easter W&¥ 

• to stir the righteous anger .or the American people 

tb&n to let them hear ~onstantly ot excessive war-

time pro!tta that are not being recovered b.Y 

adequate taxation. I have said repeatedly that 
, 

we are determined to take the pro!it out or war, 
• 

and tha Treasury's recoaaendattona have been 

traDed with th1a determination tn a1nd. 

39 
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An arrectiva excess profits tax does much 

mora than produce badlY needed revenue in ti .. 

ot war. It also raaeauraa the masses or our 

tarmara and ractory workers that industry is not 

being rewarded unduly tor ita part in the winning 

or the war. 

AO 

I do not believe that any patriotic American 

needs the "incentive • or pro!i~s to produce to~ 

war at this time. Millions o! our people are 

willing to pay new and genuinely burdensome taxes, 

to buy War Bonde without atlnt, and to do without 

many or the acoaatomed luxAriaa and evan con­

veniences or daily lite. Their only "incentive• 

iS their !ira resolve to wtn this war and build 

a better future. 
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Experience ha8 shown, however, that when 

excess prortts taxes are too high they maT result 

in extravagance and waste ln the conduct or bust­

ness. It ts vitally important that we stimulate 

business to produce tor war purposes aa economi-

cally and errtciently as possible, 1! for no 

other reason than to avoid a waste or war materials 

and labor and to hold down the cost or the war to 

the Government. Moreover , a post-war credit to 

industry will help toward the rebu1ld1ng or our 

economic llte . For these reasons we have recom-

mended a nluet<Y percent excess pro!i ts tax coupled 

wlth a ten percent credit tor return to the corpe-

ration after the war. 
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The credit should, ot courae, be reetricted in 

such a manner that it would be used tor the direct 

employment ot labor, the conversion ot plant to 

peacetime business or tor ether uses promoting 

economic adjustment and growth. 

3. Tax on Freig}lt and Express 

one tax that would be imposed by the Bill 

berore you directly threatenethe stability ot 

prices. This is the tax on rrelght and express 

which would add to the cost ot producing and 

supplying practically every commodity and service. 

rn great numbers or cases the added cost would 

make it impossible ~or businesses to continue to 

. operate under the price ceilings which have been 

imposed and the breaches in the price ceilings 

which would thereby be caused would threaten the 

whole price structure. 
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Conclusion 

I shall not attempt toda1' to c14acusa the 

more techntcal aspects or the long and complex 

B111 before you, nor to enlarge further upon the 
• 

subjects I have mentioned already. The Treaau.cy 

start stands ready, as always, to asstst you in 

every way posstble in carrying out your ditttcult 

and responsible task. I should 11ke, however, to 

make just one more appeal. Every day consumed tn 

your Committee ' s work will lose us substantial 

amounts ot revenue under the excise tax portions 

ot the Bill . Every day that can be saved tn en-

acting this Bill will enable it to produce Just ao 

much more in needed revenue . Every day saved will 

give our citizens additional time to adjust thea-

selvee to the impact ot the moat severe tax bill 

113 
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I am discussing our tax problem with you 

today on broader grounds than that ot rennue 

• 
alone. It 1s my conviction that the people ot 

this country want a courageous tax b1ll, and want 

it with the least possible delay . They are ready 

!or greater sacrifices than some o! us imagine . 

The overwhelming majority ot tham, I am convinced, 

want us in Washington to show a determination that 

is worthY o! their owa . !hey w111 be critical o! 

us only i! we seem to palter or haggle, or i! we 

pay too much attention to the demands o! selt18h 

groups , or i! we seem halt-hearted 1n asking sel!-

dental ot the people as a whole. 

OUr acceptance o! sacrifice on the home tront 

is a yardstick o! our determination to win the war. 
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For t hiS reason it t s unthinkable to me that •• 

should be straining every effort on the fightinc 

fronts abroad and on the production line at home, 

and at the same time be anything less than all-

out in the financing of the war effort . Th1B war, 

above all others, can be won only by hard fighting, 

by the acceptance of rieks ' and deprivations, and 

by the united effort of civilians and fighting 

men alike. In this kind of war a tax bill can . ' 
be a decisive battle. It could be lost by narrow 

vision and faulty leadership. It can be won by 

boldness and courage. I am confident that thte 

Committee will live up to ita high reepone1b111tie~ . , 
and keep faith with a united people. 
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Ao no ••rn7o tho noor4 or t:lae tn..,- 1.a the - ­

Yoro1M or tile ooat1'7 r..- a peaoo to a war llao1o, lle rs..au 

woh naooa tor ooiiCftt\IJ.aUoao aa4 ouup naeoao tor -
• 

plaouo7. Ia two 70aro , tho pro4uoUoa of tho ooaat1'7 lu.o 

4ou'ble4; aa4 aoot of the s..aonuo o~ produoUoa hao 'booa oa 

pn~•• aooouat. lot oal7 han 10 a1U1• ponoao llooa 

&Mo4 •o 1:1uo Uot or ca1.atlall7 oaplo7o&, 'lnat other a1U1oao 

fto won thea oiiJ)h7o4 han 'booa tJ"aaotoJ"N4 to aow Mnpa­

'1oao, oftoa r o80to troa tlle1r foraer roo14oaoo. lbolo aow 

oU1oo aa4 aow 1a41.1otr1oo han 'booa w1U, aa4 &l'aloo aa& 

floo•o aooo~lo4 aa4 o'u1ppo4. 

Oil the f1aaao1AC of Ulooo procraao , tile tnaoa1'7 llaO 

J'&1oo4 'boUt 'b7 taxaUoa aa4 'boi'I'Owlq ouu uparallolo4 1.a 

..... r1- h1oto1'7; aa4 pe:rbapo 1.a tho nolo or ua1nna1 · 

h1oto1'7. All thlo hao 'booa 4ou w1Ulout 1apoo1ac oa tho 

JUltllo U7\lliac that ooul4 'bo oo1lo4 pr1YaUoa or llar4oh1poJ 

wUho11t Y1o1bl7 41oturb1nc tho on41t otruoturo; without uoa 

oa11o1ac a npplo 1a tho paUon or Wba' an oallo4 MH7 

ratoo. 17 tho .. -.1 ~•1o too•o or f1ooal aohloYo .. at, 

'Ill• 1o a noor4 of CM&Uha"q nooon1 oo1"\a1.al7 1.a -

par1ooa wUh tho aaal.opuo po1"1o4 a paoraUoa &10 tho 
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operat1oa ot t ho treaoUZ7 hao &eaoaotratocl aa ott1o1oaor, 

a oort ot proto .. 1oaal ooapetoaoo that, u I &&14 a'boYo, aot 

olllJ olloaoeo orU_hha, 'blat affo:r4 nuoao tor ooap"'ltlil&Uoa 

aacl tor ooaplaooaor; '"'' aoao tor ooat14eaoo. 

8o az fu•l , t or olll' OOO&OIIJ, wore tho ouooooo11'0 tNao-

1 Uoao troa peaoo t o aoutl"&l1 tr , troa aoutl"&l.U7 to aoa­

boll1aoroaor, ti'Oa aoa•boll1aoreaOJ to part1o1pat1oa obort 

ot war , aacl t1aall7 to war 1toolt, that oao t1a&e 1t 41tt1oalt 

t o roMabor that poaoo , oYon All dour peaoo, 10 ODO k1A4 ot 

wor14 aacl war 1• another IUAcl . A• .. a ot ~•o ouooooo1ft 

Jib&••• aa&e 1to 1aor oadna 4oaaaclo upon tho troa~, Uaooo 

&eaaa&e wore roa4U7 ao' b7 a now oalaraoaoat or aa olabOI'&­

U oa ot u old.otlaa aooball1oa; aacl tho .... nl"&l aoobaa1oao 

oarr1ocl tho acl41Uoaal loa4 w1Ulout botl'&71&& &&7 ooa­

op1ououo ort&eaoo ot onr-loaA. 

!h1o 1o tho ooou1oa tor what I ban oall ocl both 

&ft'1t1oat1oa aacl ooaplaooaor. Wo -., bo arat1t1o4 at tho 

aaaa1 tu4o ucl ott1o1oaor ot tho aoblOYoMat to &eh, "' 1a 

ar op1a1on wo aro oll17 ooaplaooat, 1t wo proJoot tho1r paot 

1ato tho tuture. tho taot that ao 1&411'14\lal ~ ot tho 

aooball1n hao ao rot brolloa aader tho loacl, clooo aot proYo 

that tho 11bolo -ob1ao 1o aot onrloa&ecl. Wbllo I oaa ••o 

t hat ~ro 1o ao qul1 taUn cl1ttoroaoo bot-• a bu4&'0t ot , 

..,, t6 b1111oa aa4 oao ot 112 b1111oa; aacl wbllo I woal4 
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not bo nre ~C Ulere 1o a qualUaUYo 41tten- bot-a 

a bu4Cet of 112 b1111oa aa4 oao of t20 b1111oa, I .. w1111ar 

to ..U the tld uooruoa ~C a 'budpt of f75 ~Ulloa 

4J.ffon ti'Oil a 'budpt of t6 b1U1oa or 112 b1Uloa or 120 1111-

lloa not Mrol:r 1a .. ~ ... uoal .apUuu, "' la 1U 

obaraotor - that U 41ttoro 1a kiacl ao war 41ffon troa 

peaoo; aacl ~• ho"YOI' .. u tho 1.D41Y14ul oloMaU of 0111' 

f1aaaoial nN0'111'0 OOoa W bo -.rt')'1Dg ~ell' Opeoif1o loa4, 

tho otl'lloturo 1a ito preooat fora wao noYor uo1cao4 to oai'I'J 

a load of Cillo wolpt aa4 bulk; ·..a that , tlaU:r, u oaaao• 

oai'I'J u . 
!o be opeo1f1o , if " an ooati'Ontocl (ao .. an ) 111t)a 

a buclpt equal. to ono-half (or aore) of iho oo-oallo4 aaUoaal 

J..Dooao, oUiur ~o o•ruotun auot be n-uo1po4 troa tho 

gro .. cl up opeoifioall:r •o oai'I'J Cillo load, or tho load Uoolt, 

1a Uo o• bllacl 87, will uhl'llino tho ohape of the 

otruoture . AD.4·, 1t ~e otruotlll'e 1o re-4ellrno4 to oarr:r tho 

1.D41eato4 lo .. , the aew 4eo1p wlll be totall:r unl.Uo Ule 

Aaorloa that wo lr:llow; if n allow ~e bur4ea of the load 

Uoelt to 4etera1ae the ohapo of Aaorioa, 1i Will be totall:r 

v.al.U:o ~o Aaorloa n ha•o uown. Booauoo wo haYo ao 14ea 

of ~o 41lraUon of •Ill• loa4, wo oaa otter ao aoiiVUOO ~•. 

whoa tho war io oYer, n oaa , ua4er oithor alwraat1Yo, 

ruhapo the ool&llCl'J at 11111.. Wo oaa oal:r oa:r that ooM 

··-
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alteraat1••• appear to lea•• .ore opport .. 1tT for a r.-... 
esero101 of opt1oaal w1ll, aa& tbat othore appear w offer 

loll. 

•• w1ll llo&:U w1 ,_ a nrr 11aple ht MIIPlote17 -Dell11W4 f1pro . 'fhe f1pre ""65 11 ODI- half of 110; Rt 

tbere 11 a worl4 of 41fferenee Whltber w1th a war bu4let of 

t 65 b1111on aa4 a national 1Dooae of tllO b1111oa, we 1pea& 

half ov uUoaal 1aooH oa tbe war effort; or 1PIIl4 a •• 

of dollar• !!!!! !!. half the aaUoaal 1•-· 

It w• olloo1o tbe t1r1t alwraaU•• , t bo ~roanrr ua4er­

hkll · to reoapt\U'O out of tbo aaUon&l 1Dooae oae dol.lu- ftt 

of enrr two 1D that total. If " ohoo•• tbe ••ooa4 

alteraat1•e , tbe !roa•urr uadertake• to reoapturo 10 .. frao­

t1oa 1111 tban bait of aa .. u .. w4 aaUon&l 1Doo .. , aD4 w 

pro•141 tbe 'balaaoe br tbl onauoa of dol1ar1. 11Doe tbl11 

dollar• , !!. oroatl4, and ezpeDa.4, wlll bo &Mod to the , 
pre•1oualr ••t1aato4 l ao ... , tbe latter total will r11e, ID4 

w1tb 1t tbe \llloapture4 fNot1on. Un41r tbe latter altoraaU••• 

the aetbo41 of oroat1DI dollar• 11 4etera1n&ble bT relat1•e 

001t aa4 ooo•oahaoo. Ia 1tl role•aaoe to tbe ala probl•, 

1 t doll a ot •ttor 'llbeth.r tbl !naftl')' ~01•• tho Buro• 

" of Pr1Dt1DI aa4 &JI8ra•1q to fUI'1oate tho doll&re 1t oreateiJ 

eapl or• tbe Jle11ne b&Dk1 oa a oo1t pl111 oootraot, u pro­

pole4 bT Mr. PataaaJ or oaplor• tbe ex11Uq .. ohaallu ot 
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~ llellklDC •T•~•· AI aa el-at 1a war flaaaoe, oaoll of 

~ ~· 11 lbaUoal, u4 preforolloo 11811 \lo UlooY.rof. 'Ill)' 

OOftiUUlq 001t1 uf. OOA'I'IIIliiiiMI N~Or t!laa tr.f.ltlaa or 

1DAppllaD\11o 118110111 of 111Plh4 ., .. tarr o~q. 

51 

!hero are, tbl11 onl7 two aUoraaU•• Mtb.o41 of idlaplq 

our otruoturo to oarrr ltl o•or-loa4; rooapt.ro or latlatloll. 

E'forJ sropooal falll 111141r oao of ~•• hoa41. Bo~ reqa1re 

1&71118 tho !laa4 of f oroo 1q1011 ~ la41•14ua1 11 oauro u-, 
111 a ..after bOJOII4 A8orlo1111 oxperlolloo. B7 oltllor olloloo, 

w break wUil our .,11otarr 11114 tlllllllolal paot; aa4 •• w 

break w1 til our 8011etarr aD4 flllaaolal pa1t, w 'llroak MilT 

etrllll41 t1"08 oar 1oolal aft4 polltioal paot. For 1oao ot 

tbooe etraa41, tbe rupture will bo irrep&Nble; tor otllerl 

th e reparabllltJ .Ul 41pea4 •poa t ile 4uratloll ot tiM; but 

broa41)' 1peak111C1 the 41croe to .tllob we wlll rotala 11111 eort 

ot •ollUoaal oo11trol ot our tuturo wlll 41pea4 upoll tbe 

qualUJ ot tboupt oxpoll414 011 tile proeoftt 41o1elea. A oon­

Uauaaoo ot t ile pre .. at 111Jte4 411ip ot reoaptu.ro 11114 111-

natloll, 1111lerlt14 troa 1111 earlier period to &lob U _. 

adapted 11114 perpet.uatl4 111 a pNIIDt to wblob 1t 11, 'Ill)' ap'OI­

aellt, aot applloabb , 11 al80et tile euro1t , 1t aot tile euro1t 

wa:r ot 1\U'Nact.rlq our tuturo to tile oaeual1Uol ot tlao aD4 

o1roaaataaoo. 
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lblle -~UoallJ •• wwl4 .., U ftl .-111ble ~ 

reeapture balt ot a aaUoaal lDooM, U •1t lie reMilblre4 

\hat ~ aaUoaal lao- - 01' I'O'iler tllat 1'1pl'e at tne bll­

Uoa o c ""'7 aalla4 the MUoaal 1aooH - 11 a - at 

1D41'f141aal lDooM, 1aolu41.q tuu•rable 4apU .. Uool at 

llaple aa4 OOIIJ)liX tJPe, lt1 YII'J IX11hll01 UJIIIIU apea 

1 h kJ.noUo quaU t7 an4 we llaYe no real 141a ot the oxtont 

to wh1oh th11 _, be 1atei'I'Upto4 or IYID 411tl'llJI4 bJ ettort1 

ot ro .. ptDN. 

Jut, •theaaUoallJ, U 11 at lla1t -oatYable \hat 1t 

11 po111ble to reoaptDN bal1' the uUoaal laooM. 1oM 141a 

ot the 1apl1 .. Uon ot th11 pbralo 11 1D41oate4 b7 two 

o1h1111blo 1'aot1. It .. Ul\llle that then ON about 55 a11-

11on pereoa1 p1atull7 oaploJe4 at the JII'OIODt UM, ._ 

Nlll.ual 1Do0111 otter noaptun WOII14 •••r.co tl200· or 1111. 

OJ', pv.t ODO'ilel' ftf, 1t tlle JII'OIODt IXOJIPtlOOI ftl'e OODYIMI4 

1Dto OOU1JICI 0114 thl tax ftN 100 JIII'IIDt It all 1Doo• abiYI 

tbo PI'OIODt oxeapt10DI 0 1t Will I'OOOp\DN approxlaatllJ 'ill 

I'Oq1111'14 1110. !h11 pYII IOM 1api'OII1oa - aot a YOI'J ouot 

1aprue1oa, blat 'ill ao1t euot I haYI -- ot 'llll.at 11 1apl1a4 

1a t he al1b pbrale •uYotuc hait our aatloaal laooae to the 

war ottort. • Ual111 oao 11 pnpara4 to look that 1tate .. at 

1a tho taoo , be aoa4 aot both to ne4 farther, bl .. llH I 

1atea4 to ~ that 1t tbo altenaUYo •tho4 11 11104, ._ 

, toot Will 00110 out tho 1.-. 
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Ba•1 .. 1-b& at tla111 f1pre•, I noall tlal lllJII'III1 .. 

I •••• earl1er. 0111)' foroe - t1a1 full foree of tlae etaw -

... eft eat Rob a noaphn 1 u4 all 141u ef •11-t&l')" ...,._ 

1-a eaa 1-41ate~ be 4111111114. OM ~4 aot UJIIIt 01 

1Jl41•1taal ••lutar1~ to ntaae h11 lxpl1141tllftl te ~ 

111l1ftCI, 11or, 1f h11 uxliNII 11100 .. wa• 1a11 PH•••' IUQUaa, 

101114 bl 'bl ezpeote4 h 4e •• •a•liiC· 

11bea I IPID of tlal Jr.1aeUo qual1t1 of 1a-, tlal te ... 

•a• o'bllllft aa4 I fill aow &1•• aa exaaple. ror ••' 11oM 

oner1 1a ... 3er .. ,, tlae 1tate prooport1 taa wl&l4 00111tU11t1 

tile f1nt 11111 oa rete1ae4 1ao-, aa4 fill -•Ut11t1 roupl.7 

50 per oent of tla11 1aoo... !h••• t&a••, of oov••, are t1a1 

•~roe of 11100111 of tlae off1oe laol41r of ••• 3er••1, aa4 to 

tlal exteat tlaat tlal propeH4 noapt11re 11l4uoe4 tax 411111qallla1, 

t1a1 1-111• of t1ae11 off101 laol41re woa.l4 ...... 

k'f'el'lll •tlao48 of reo•ptve ha'f'l beea proopoH4, 'bat 

t1a11 are all .IXJII'IIIl'f'l of two 'bull 14HI· ODe of tla111 11117 

be oalle4 t1ae oe11111& 1ao- pr1ao1ple, tlal otlaer t1a1 re.Uoa-

1aa pr1Jlo1ple. Under tbe foraer, tlal 111-• tax wo1114 be a 

¥111fo ... 100 per Olllt Of all 1a- abo'f'l lpel1f114 wyS 

*1•, u llao• a'bo•e, wwl& 'bl 1a t1a1 Y1o1111t1 of tM pn1eat 

exeapUe••· !hle 100 per oeat taa ool&l4 'bl 41•1414 late a 

llaple taa ( a aoa-reoo'f'I!Wile ooatr1lNUoa) aa4 aa el-t 
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ot toroe4 .. .,1ac (a oontr1nUoa roooYorablo at - tlM 

u4 oa •- to:rae 1e tu tlltve) . W1U. a-• at th11 l..,el, 

there wou14, ot oeareo, bo u probloa ot .... ooatrole, pr1" 

oontrole, NUoalq or ..,.n oou-re proteroaoe. ftle rot:alM4 

tnooao wo.t4 1a .. oaeo"ozooo4 tho olo1o1t atataea ot 

abeoluto aooo111t1o1. 

!be roUoatac pr1eo1plo 11 aeoh tiM - . 1'hat 11, t:be 

1D41Y141aal wcnal4 roooln a ooupoa book nUCUac h1a to lMaT 

epeo1t1o -.h et n-rat;o4 .... 111Uo1; u4 o1t:Mr u 

art:1olol or oalJ a l1a1to4 111t of art:1olol oo.t4 bo parebaoo& 

wUhcNt; tho oovpoa. ID lhort, ll11 -•J "1'01114 aot bo lopl 

ton4or tor tM P11roha11 ot &DJ soou ozoopt a1 aoooapaa1o4 bJ 

1tl appropriate ooupoa. no roaa1a4or of h11 1aooao woul4 

11 torallJ llaYO ao Ya1uo ozoopt tor lloar41D&, ( 1. • . , tu Pllr­

ohall ot uall 4on~Uon, noa-1atoroat boar1q Pllbllo 

4obti ) or tor 1DYOotaoa_t (1a 1Dtoroot boariaS Ptbl1o 4obt;). 

'fll1e wou14 aot oatirolJ oltataeto tbl a014 ot waco ooatrol, 

but U "I'O\ll4 el1alaata tiM aoo4 tor pr1oo oontrol, 11eoe auppl)' 

ooul4 bo oquato4 to aa all"lutolJ 11a1ta4 4111&114. 

••1thor Qoraaa)' aor ~a&lu4 •••• to llaYI aooopto4 o1tllor 

ot tho•• pr1Do1ploo 1a a Jl'lrl toraa bvt •••• Co haYo a4opto4 

oloaont1 ot eaoll; aa4, 11noo theJ are both .. ro Yar1aatil of 

tho pr1ao1plo ot rooapturo, tllo)' are aot 1a aetua1 ooan1ot. 

ID both o-tr1ol , thoro 100111 to bo a aarstn of opUoaal 
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apeaiUJIC IIOM1 lafi ~or the ~· o~ 111U'aUo .. c poe. 

an4 1ai'Yhe1; 'blat 1a botlt. oouawlee the Ua1'1 o~ a-n11 

pro4uot1oa an4 the 11elatloa e~ 'he bleakall IJ'Iatlr reCa01 

the •-t aa4 Yarletr o~ .. rauoaec arUele1. Ia both 

ooutrb1, a floul'lllllll& blaok Ul'ket ex11t1, wll1ola •11114, o~ 

oour1e, be lapoadble 1~ alther plan o~ reoaptuN ftl'l 

atr1otlr la uae. I 4o not know about O.r.aar, but ~or la&)aa' , 

U 11 aore Ulaa 4olabthl 1~ aar'!alq like bal~ 1ha .. Uoaal 

1Aoo• 11 reoaptura4 b1 the h'Maurr. 

Beth 1oheae1 , or a -b1-t1oa ot t~ two, pre1eat u 

aer1ou1 a4a1a1atrat1Ye 41~~1oal,1el when appl1e4 to per1ona 

111 I'IOI1pt ot N&\1111' 11lOOII ~~ a 111l&le 10\II'Oe. lioN 41~• 

~1oult1el woul4 ar1ae 1n the oaae1 ot the aelt-eaplore4, 1uola 

•• tai'Mn, or the oa..&ur eaplor•4 br HYeral eaplorera. 

!he 11 &J'OUPI oaa oartalalr be 110re eaallr r .. ohe4 b1 the 

raUoll or ooupoa aetho4 Ulaa br tllil oe11111& 111- •tho4. 

J'or tM tii'MI'I, t!a11 11 llO gNat aatter, ~or the total ot 

tara 1Jiao• 11 10 aaall that 1~ 1t" ""• all reoaptve4 or all 

axeapta4, 1t woal4 h.ra llttla et~eot oa war t1Daaoa. 

8upert1o~allr, both tol'll8 o~ raoapture •••• aon 41'a1Uo 

thaa 1atlat1oa; 1eea to ba aoN ot a break w1th the pa1t; 

1111 to be 1111 11l aooor4 w1th tha •Aaar1oaa War . • W!alle 

Yarbal hoi'I'OI' ot 1ntlat1oll 11 w14alprla4, IYII aall1aoua, 

th1a oppoa1t1oa to 4ate baa be .. aenlr nrbal. .t.1 a aatter 

" 
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ot taos, w ban e.ploJocl aa4 aro ollploJlq 1atlaUoa or a 

•Jor oloMat 1a OU' 1rar t1aaaao ; n baa llooa oo ••pl•J•« 

oo•o1dlaro aa4 111 othor U• a u a Mtbo« ot war f1Buao1 d 

lou• u aaota 1a lulon of •u aoo1al u« oooaat.o oolloo­

l(llOIIaoo ot 1ntlaUoe ao a •-'bo4 of war filluao u 1o b-

ot tho ooo1al an4 oooa081o- -ool(lloaaoo of 41'uUo 1•oo• 

tuauoa; an4 -• •oi'O tbaa 1o ll:aon of tllo ooo1al ... 

ooo11o81o ooiUOI(Iloaooo of nota 4oY1ooo •• 11100M oo111ap 11M 

IIOII-OJOD4ablO 801lOJ. ftlo boWl.Odp llu CiYOII U A ba4 llaM 

-- oo bad, 1114oo4, tlla' thoi'O 1o an 1•J)I&loo • o ozpol'1•1l• 

witll 4n1ooo wh1oll aro 801'0 faYorabl7 ro~cl pr11la1pallJ 

boaau .. tbo7 aro looo known. ror 8JOOlf, I ... u a oona1a 

propono1t7 towarcl tho ao1l1nc 1noo• oollo•o -- ot 'lhl.ah thol'o 

1o Do oxuplo 111 h1otoey; aa4 of a 4oop 41'oa4 ot 1ntlaUOil, 

ot wb1ah h1otoey attor4o 8an7 ozuploo, ancl about wb1ah I 

bow a 1004 4oal. I ouppooo that OAo ooul4 roacl117 aooollblo 

50 tu ozpono a110ilc .t..e1'10011 •1nroU1oo; but ho woulcl han 

a 41'oa4tul U.ao oolloa•iac f1Yo tu oao11a.1oto. boll ~ancl, 

whlob hao ba4 a loac ozpor1olloo nth rolaUnlJ 101'10 tuaUoa , 

hao noYor 4oYolopo4 801'0 thaA two or throo, an4 tllaoo DODO 

tao coo4 • 

... , 1r1th all ito eY1l I'Op&tati1oa, a 0&00 OaR bo .... 

tor 111tlat1oa •• a ••••uro of war t111anoo; ancl I will unclor'-ko 

tlw ott1oo of clnll 1 a a4Yooato. !'boro aro thi'Oo 1111 Ual 
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taoto 111 1to taYorl (1) 'lao Mohan1n alra&«<' o.Uoh aa4 

1to ~t111~t1oll 1o full:r. aubJoot to a4a1111otrst1Yo aot1o11, 

oUbout a441Uoaal loctalaUoll, (2) U oa11 bo vood to PNY14o 

lariO - oUh pooat rsp14U;r, (J) U hao 4o•aotrato4 Uo 

oapao1t;r to oapture larsor traot1o11o ot tbo aatlollal 1aOOM 

than 11117 other do .. 11otratod t7PO of tuaUoa. 

ror 1Atlat1on 1o not a poaullar t1nano1a1 .. 11otroolt;r; 

1t 1o a fora ot tuat1o11 aad oboud bo ro~ •• obJoot1Yol:r 

ao Aft7 other fora of tuat1oD. Ao a fora ot taxatlo11, iatlatloa 

hao too l&lliq~ qual.U1 .. apart troa thoao Uotod abon. 

(1) It 1o Dot aerol:r a tu 011 ourront 111ooao, wt a ln;r 011 

oap1ia1, or 1DYooto4 aaY111C -- tor Whioh •••tnc ooDY•rto 

1nooao 1Dto oapUal, tho oapUal 1n;r . 111 tbo fora ot 1Afla­

t1oD oonYorto oap1ta1 1Dto 111ooao aooeoo1blo to tho otato, 

oltho~t ooDfl1ot1nc with tho aaao of oontraot~ rolat1oaoh1po 

that tapooo roal obotaoloo to tho aa.lt1a1&1ftC of other toru 

ot taxatioD. (2) Wbon nor:r other fora of taxat1o11 rouooo 

r ooontae11t aga111ot tho otato, aa tho roopono1blo part;r, tho 

1no14onoo ot 1Dflat1oll 1o ~oh that tho rooontaonto aro Dot 

d1rootod &la1Dat tho 1 R1ddoD Raad, 1 bvt &~&111at a 0~000001011 

ot ll'O~P• 1a tho -ua.U;r. Ia tho proooDt 1Aotuoo, m.a 

1lltlaUo11 hao alroad;r arouaod ooM tool111c , 111 tho popal..dha, 

tho publ1o roooDt-t baa booa ouooooo1Yol;r 41Yorto4 acaJ.IIat 

taraoro, o~1ao4 labor, tho bl&Ok aarket, Lloa Rondoraoa, 
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\bol "u4ari 011, aa4 o\llel' polQ>O tlbooo nopoao1b1lUJ lo 

1aooao14oNIIlo . 

1111e ollaJ'a'e 1o ottoa .... tlaa' 1atlaUM h 1a-.a1MIIlo. 

loa-ooiiiiMUo 1DtlaUoa, Uu aDJ othor fora of latlaUoa, 

1o ooaop1ououol)' ol'l'a,1o. ltra'olio ,rospa aa4 airel' 

1d1Y141lalo an altlo \o aY014 Uo 1no14oaoo; ~· .. u ~ 

u& \he Yut •JorUJ of tile populaUoa tau ooa\1'1wh oor­

nopoaUaclJ mn \hall n.o1r \bolonu..u, -.ut\ulo ellaro. 

fll11 1o aot pooullal' \o U.UUoa ltJ 1atlaUoa. Kqu1\J 1o of -I'.. 41ft1oul t to &ot1ao, bla\ I han ao't'or •••• 1' '--•­

otra\o4 tho\ 1atla\1oa waa aon iao~\altlo thaD .., otllor 
, 

to~ of tuaUoa, aUollP'111C \o oapbro u ocpal pre porUM 

ot tho aaUoaal 1aooao. Ia all)' ton of \uaUoa tho -­

o14orat1oa a!••• to oqultJ Yar1oo 1nYoroolJ With tho ..... , 

of ronJIW! nqa1nd; aa4 'ldloa oao 1o ooao14or1q b114&et1 oqllal 

to llalt tllo aaUoaal 1Doo• , oqa1 'J •• t be OOill14on4 1a 

nr1 oloMat&I'J torao; ouob, tor o~lo ao tho .. appl1o4 b)' 

«rat\ ltou'«a. 

!lion h, tao.nor, oao &otlalto prapaUo t01t ot ocrv.UJ. 

fto a..,_11hat1oa ot tazauoa ltJ 1atlaUoa _, bo ov.tt1-

o1oatl)' 0~\ablo to proYoat \he 1Do't'1\ablo &rOUP &ata&OD10 .. 
? . 

troa naohla& tiM otap 'ldloro tlloJ U1npt aaUoaal uUJI 

"' th11 1101&14 bo ti'UO of .., nur tora ot u.zauoa ot oqv.al 

.... u .... 
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Ao OAO Oa"f'OJ'O ~0 NOON Of O.o !I'O&INI')' 1a tU -­

YOI'o1M Of 'bo OOIIIl'l')' h'Ga a poaoo '0 a waJ' 'llaoia , he flfja 

... reaooa for OOJICNWl.&Uoao M4 oaoup I'O&Ooao for -
• 

plaooao:r. Ia '" :rearo, O.o pro41aeUoa of tU .... ,.,. u. 
4Dublo4; aa4 ..,., of ~o laoreuo of preuouoa ua bon oa 

aonr-at aooollll' · .. , oal:r haYo 10 a1111oa poreoao llooa 

aMo4 •• 1\bo 11o' of cal•tllll:r .. plo:ro4, "' otUr a1111oao 

no •oN O.Oa oaplo:ro4 han llooa 'naofoi'I'04 'o ... ooft]III­

Uoao, ofha I'OIIO'o froa tU1r foi'IIOr reo1~aoo. lholo aow 

o1 Uoo aa4 aow 1a4uo,P1oo tuw• llooa 'IN1U, aa4 a1'111oo aa4 

flo•'• aooo_.lo4 aa4 o•u1ppo4. 

oa tU f1aaao111c of O.ooo pro .... o, , ... !reaiNI')' haO 

ra1oo4 'NUl 'b7 'azaUoa aa4 boi'I'OW1q ollllo upapallolo4 1a 

Allor!- tudol')'; aa4 poi'Mpo 1a u.e nolo of uinroal · 

tu•'•IT. All 'h1• laaa booa 4eM W1 Ulod lapoaiq oa Ule 

J111lll1o UJ'h1q tU' oolll4 1lo oallo4 priftUoa or bai'Uh1pol 

W1~' Y1o1bl7 41o'lll"b111c tho ore41' •'-'""; W10.0•' .,. .. 

oa11o1ac a 1'1-• 1a ~· paUon of na• ore oallo4 -:r 

ra'•• · •:r \be ••11Al ~•lo ••••• of f1ooal aoh1oYo .. a,, 

'b1o 1o a reool'4 of "'•'aatiac nooooo1 oortaialJ 1a ooa­

pariaoa wUll 'll• ~opu porlo4 a paonUoa ap 0.0 
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opereUoa of ~o !~ bao ... aotrew4 aa off1o1oaq, 

a oor• of profoooloaal oo~~petoaoo that , ao I oa14 aMn, .. , 

oalr o1loaooo or1,1o1oa, ~t atfor4 roaooao for ooa,ratalat1oa 

aa4 fo, o-.plaooaor; bu• aoao for oonf14oaoo. 

lo ~. f or our oooao., , •oro tbo ouoooool•o traao-

1t1oao froa peaoo t o aoutN11tr, fro• aoutralltr to aoa­

boll1proaor, froa aoa-boU1proaor to PBr'1o1po.Uoa olaort 

of war, aa4 t1Aall.r to war Uool t, that oao t1a4o U 41tt1cnaU 

t o roaoal:lor that peaoo, o•oa aa waoaor peaoo , 1o oao IUA4 of 

worl4 aa4 war 1o aao~or k1a4. Ao oaoll of tbaoo ouooooolft 

pbaooo aa4o Uo 1aoroao1q 4oaan4o upoa t bo Troaourr, U&ooo 

....... nro roa41lr aot br a now oal ar•••••• or aa olaliOra­

Uoa ot aa onouac aoobaaloa; aa4 thooo oonral aoobaa1ou 

oarr1o4 tho a441Uoaal loa4 without botr&)'1a• aar ooa­

oplollouo O'l'14oaoo ot o'l'or-lo ... 

!hlo 1o tho oooao1oa tor what I ban oallo4 both 

-"Ut1oot1oa aa4 ooaplaooaor. Wo ilar bo -"Ut1o4 at tho 

aap1 W4o aa4 otf1a1oaor ot tho aoh10'1'oaoat to 4oto, lNt 1a 

., op1a1oa n oro oeJ.r OOIQilaont, it wo proJoo• tho1r pu' 

1ato tba hturo . tho taot that ao 1a41'1'14ual pert of 1:ho 

aoobaa1oa bao ao ret broke& 11114or tho loa4, 4ooo DOt pron 

that tho wbolo aaoh1ao 10 not o'l'orloa4o4. Whllo I oaa ooo 

that thaN 1o DO qll0].1tat1n 41ttoreaoo botwooa a \N4pt ot, 

oar, t6 '111U1oa aa4 oao of •11 b1ll1oa; aa4 whllo I wo1&14 

• 
• 
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not bo .uro that ~re lo a qualltatlYo tlttoreaoe bot ... a 

a bu4pt ot t12 bllllla u& oao ot t20 buu .. , I u .Ul1q 

to uko tho n.- uooru .. ~t a lllt«pt ot t75 '111111 .. 

cUttore troll a bu«pt ot t6 bUll .. or tl2 b1U1oa or t20 1111· 

Uon not •rolJ ln -"'••tloal aapltv4e, ht u lU 

obaraotor - tb.at U cUtter. 1a IU.ad ao 11&1" cUtton troa 

poaoo; aad that howoYor woll ~ la41Y1411&l oloaonto ot oar 

tinanolal nrv.ot1U'O .... to bo OU'l'Jlftl tholl' opooltlo load, 

t h o otruotvre la lto proooat tora wa1 aoYor 4eolcao4 to OU'l'1 

a load ot tll11 wolpt aa• bllllt.; · aa4 tb.at, nau,, u oaaaot 

O&l'I'J U. 

t o bo opooltlo, lt wo uo oontroaU4 ( al we uo) wUil 

a bv&cet oqual. to oao-halt (or aore) ot tho oo-oallod aaUoaal 

laooao, oUiaor tho ltl'llo"'re ••t ..,e I'0 - 4ellpod troa tlao 

CJ'01LII4 up opooltloallJ to O&l'I'J tll11 load, ozo tho load Uoolt, 

la ltl owa blla d waJ , wlU 4etoralao tho lhopo ot tho 

ltl'IIOtuil"e. Alld0 lt tho l t J'UOtiiJ'O 11 l'o-4ellpod to Oal'T7 tho 

indloatod load, tho now 41111ft will bo t otallJ IIDliko tho 

Aaorioa tb.at wo know; lt wo allow tho bi&J'4ea ot tho load 

iholt to 4ewralao tho lhopo ot Aaorloa, u will bo totaUJ 

IIJllUo tlao Aaorloa wo b.aYo kaom. Booav•o wo b.aYo ao 14ea 

ot tlao 4aratlon ot th11 load, we oaa ottezo no aollU'aBOI tlaat, 

11bon tho war 11 oYor, wo eaa, IID4el" olthezo alwrnat1Yo, 

roob.apo tho oovnti'J at wlll. 1Jo oaa onlJ eaT tb.at IOM 
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au .... u ... ....-r M 1••• - o,.n.u, for a r.tue 
onro1M er· opUoaalwUl, u4 til&' otllon .,. .. k otfH 

lo ... 

Wo w1U bopa wUIIl ·& ••1'1 o1aplo ht .-pletol7 

aoatoow& fi.pn. !be tlpn " 1o aao-lllalt ot uo; '-' 
UloH 1e a worl& of 41tfoNaM 111loUior w1Ul a W&l' blldpt of 

t65 "1U1oa u4 • aauoaal 1a- of tuo "1U1M, we .,..a 

lllalf ov aaUoaal taoo• oa tlw W&l' offon' 01' opoa& a -

of &oll&l'o !!!!!! !!.lllalf Ulo aaUoaal 1•-· 

If Wo oMeN tM f1Nt alkn&UYo, •u fl'ouu1 ua6ol'­

takoo · k .. ..,tan .. , of ,.._ aaUoaal 1a- oao &oU&I' ftt 

of OYOJ'1 two 1a tlla' total. It wo oboooo •• oooo114 

al••naU•o, Ulo , .... ..., uactenalleo to Noaptan oo• ti'&O­

Uoa lo .. 1liball lllo1.t ot u ooUoaw4 &&Uonal 1a-, alii. k 

PNY1U t!lo "-!&aM "J t!lo onaUoa of &ollai'O, I1Doo t!looo 

ull&l'o, !!. ma•oa, u& upo~~to4, nu bo ....- •• t1ao 
' 

PNY1ou!7 ootiato& 1aoaao, 'lllo l&Uor ktal w1U r1oo, -' 

w1tlll 'lt Ulo •oaptan& fnaUoa. 1Jator 'lllo la''-• altonaUYo, 

t11o aotbo&e of ONO'i&C &ollaro 10 &owi'IWiall~ "r NlaUn 

ooo• u4 -oa1oaoo, Ia Uo Nl ..... o k ,.._ aa1a pro"loa, 

u &eoo ao• •••• wllotalor Ulo !l'oa0111'1 MP101•• tu •-

ot PrUU .. aa& Kllp&Yi&C to failrioatt t11ao 4ollai'O U oi'Oatooa 

oaplo1o t• .... "o balllla oa a ... , plao -tna•, ao pro­

pooo& -, .... ,.._., or 011P1•1• t1ao os1ot1q •olllaa1oao of 
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~ -.,.,. ••• eptea. A• aa o1-at 1a war tlaaa .. , oaah et 

1i1M tlarH 11 1._UM1, ell4 JINforea .. - h UeeoYoN& ~ 

-nuuc "''- ell4 -YUJ.•"• N~l' thaa t...UUoa or 

1aapp11eablo ..... o of Up&hC _,&1'1 lll"1iiMMCCIJQ'. 

!IMN aN, 'MD OalJ two &11iOI'B&Un MUioee Of UapUc 

our eirvoture to oatT7 11il oYor-1oa41 rooap1i .... or 1atla1i1oa. 

EYor7 propooal tall• 1111«-r oao of Ulolt hea4o. loUl reqa1re 

laJ1ac tho haaC Of fOI'OO lqiOD tho 1aUY1tual 11 IDUN 1a-, 

1a a Mllllll' llo70DC AMI'laaa IZ]III'1UOI. 8J oUJaor oho1oo, 

.. bl"Mk 111Ul ov ••o1i&l'f aa4 f1aaDo1al paat; aae ao .. 

break 1111ih our aono1i&1'7 ell4 f1aaDo1al paet, ·n break ..., 

1traab froa o11r 1oo1a1 aa4 poll Uoal paet. ror eowo of 

tho10 etraa4e, tho np\111'1 11111 be 11'1'1pareble; for otllore 

tho repanbUJ.1i7 11111 bpoa4 apoa 1ibl 4veUoa of UM; 'INt 

broa417 epoaklac, tho «-cro• to 1111.1ob wo will retaia UJ eon 

ll\&alU7 of tlllouPt oxpoll4e4 H 1ibl pr .. oac Coo111oa. A -­

Uall&lloo of tb.o ,...,.., lllDC bdp of reoapt\IN aa4 1a­

tlat1oa, 1abor11io4 fi'Oa aa oar11or por1o4 to 11b.10b. 1t ... 

• 

.... ,o4 aa4 porpo\ll&toC 1a a preeaat to CS.eh U 11, '117 acroo­

_,, U1i applloa'lllo, 11 alMIC tho fti'IIC, 1t aot 1ibl ftl'll1i 

~of ftft'OII4orlae ov flltvo to tM M011a11Uo1 wf •s.. e114 

o1......._. 
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'lb1lo aa~UoallJ •o ~4 .., u wa1 pe1elblo M 

NMPWN balt ot a aaUOII&l laooaa, U _, M J"OMaboi'04 

~' ~ aauoaa1 la- - or 1'&~1' ._, f1&DJ'O ot tuo ll1l-

11oa 11 onlJ oa.llo4 .U aaUoaal 1aooao- h a- ot 

1D4h1411al laooao, 1aola41JIC 1Jul .... r.lllo 4apl1oa.Uoal ot 

1laplo u4 oo~q~lox 1iJPO . U1 'I'OI'J ox11tonoe 4epena. 11pea 

1 h lt1DOUO qv.al1 1iJ &D4 WO ba'I'O DO I'Oal 14ea Of tho OlttOD1i 

t o wh1ob thl1 M7 llo iahrrvp1io4 or non 4olti'OJo4 bJ offor1il 

of roeap'-N. 

Ba1i, aathoaaUo&llJ, U h a1i loa11i ooooeiYablo tba1i u 

il po11illlo to rooap1i11N balf tho aaUoaal laoo•· 8o• 14ea 

ot tho 1apl1oaUon of th11 pbruo 11 1n41oato4 b7 two 

o1touiblo taot1. It n u1-e tbat tbyo &N about 55 au­

lion pereon1 p1afllll7 nploto4 at tho pr .. ont U•, ~ 

Nli411al lao-.., attor NOQ1i11N ~4 anrap tl200· or lo ... 

Or, pat aaothor .., , if 11M Jll"e10il1i oxoap1i10DI nro oonTor1io4 

late ooillAcl aa4 tho 1ialt were 100 perooot of all 1Doo• &bon 

~ pr,lont oxoaption1, i1i will NoaJI1;11N approltlaatolt tho 

Nq111ro4 -· 'lh11 p'I'OI 10• 1aprooe1on - oot a TOI'J oxaot 

lapro .. ion, 'INt tho ao1t oxaot I baYo -- ot 'lllat 11 1apl1o4 

la tbo p1'b pbruo 1 4o1'oUac bait -r aauoaal 1nooao t o tho 

11&1' otton. • Valo11 •- il PNJI&ft4 to look ~t 1tat:o•d 

la tho taoo, bo aoo4 oot botll to ro.. farther, booa1110 I 

1atoa4 to arp tbat 1t the altoraaU'I'o •tbo4 11 11104, the 

, faot will ooao out 1ibo 1.-. 
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11&•1 .. leou4 at thooo f1pno, I noall the olqlftootoa 

I voo4 oul1or. Olll.r foroe - tlao tul.l foi'M of 'ho otato -

oea offoot Reh a noaptliNI u4 all 14eu of •ol•'&l"J oa•-

1-a ,;,;:: !=-o41atotr bo 41a1oooct. Olio -.let aot o:qooot tho -1n41•1tual •olutal'il)' to rocllloo h1o olt))OnctUvno to oula 

oe111nco , nor, 1f hie aan... 11loo• wao hie pnooa' OXOQt1oa, 

-.14 he M o:qoootoct to cto •• oa•taa· 

Whoa I opoke Of tho ld.JIOUO C(IID11 t)' of 11100-, tho tell'll 

wae ob10vn aad I will aow g1•• aa o:uaplo . ror aoet ho• 

owaore 1a ••• Joroor, tho etato propertr taa woulct ooaot1tvto 

tho tint l1oa oa nta11lod tao-, aad will -•tU11to ro\ICblr 

50 por OODt Of th1e 11lOODI• 'fh110 t&Koe, Of OOIU'OO, &1"1 tho 

eOIII'oo of 1aooao of tho off1oo holdor of ••• Joreor , oa4 to 

tho onoat that tho pi'Opooo4 r .. aptlii'O 111tlloo4 taa 4ol11lquao)', 

the 1MODOI Of thoM Off1H holdore W011lc1. HDMo 

So't'oral Mtho4e of noaptlll'o haYI booa pnpa.od, bu' 

thor &1"1 all upn111Yo of two balio 1ctoae. ODe of th01o .., 

bo oall o4 tho oo1111l& 1D- pr11lo1plo, tho other the I'&Uoa-

1Dg pr1no1plo. Uador tho fOI'MI', tho 1D- tax woulct M a 

\1111foll'll 100 per ooat of all 1aoou aboYI epoo1f1o4 aazt-, 

'llb.1eh, ao Dho- aboYo, wM14 be 1a the Y1o11lUr of tlao pnooat 

oxoapuo... 'fh1e 100 per ooat taa -.14 be 41Y14oc1. 1Dto a 

ouplo taa (a Doa-~oonnlllo ooDtr1bliUOD) aD4 aa •1-at 

.... 
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or roroe4 ..... 1q ( a ooDtr1nUoa r.oo .... rablo at •- tiM 

an4 oa oo .. hno 1ll tile fll1nao). WUh 1Dooaao at thio lo..,.l, 

theN woul4, or oovoo, 'bo M pro'blea or .... ooatr.le, pnM 

OODtNle, Nt1oa1q OJ' O't' .. 00-N J)NfONDM. fhe Nta1ae4 

1Dooao woul4 1a •• oaoo ozooo4 tile oloooot a1a1... ot 

aboolvto aooooo1t1oo. 

!he NUOD.1aC pr1ao1plo h •oh tile - · 1'hat 1o, the 

1D41't'14ual W!na4 NOei't'O a OOVpoD book ODUUiq hia to '~NT 

opeo1t1o aaouato ot oavaerato4 aooooo1t1oo; an4 o1~11er DO 

art1oloo or oD17 a l1a1to4 l1ot ot art1oloo oovl4 bo pvrebaoo4 

without tile oowpoa. lA ohol't, hlo -•7 woul4 Dot 'bo lopl 

ton4or t or the pul'ohooo or aD7 coou ozoopt ao aoooa~o4 'bf 

1h aPJ)I'OPJ'late oovpoD. 'rho Naa1n4or ot b1o 1Dooao woul4 

l1tora117 baYo eo Ya1vo ozoopt tor boar4.1ac, (1.o. , tho JIVJ'­

ohaao or oaall 4oa~Uoa, Doa-1ator.ot boar1q publlo 

4o'bt ) or tor 1D't'oataont (in 1ntoJ"Oat 'boar1nc publlo 4obt). 

!bh ·woul4 not ODUI'ol7 ol1a1nate the Doa4 or •ace ooatrol, 

but U wovl4 al1a1Dato tho aaa4 tor pnoa ooDti'Ol, o1Doe avppl7 

oovl4 bo aqvato4 to u abMlahl7 11a1 to4 4oaan4. 

Xa1tbar Go!'D&D7 DOl' JBclan4 •••• to ba't'a aooapto4 a1tbor 

ot tbuo pr1Do1plaa 1D a pui'O tOI'DI but •••• to ba.... a4opta4 

oloaaDta or oaob; aa4, a1Doa th.e7 aN both aaro Yal'luta or 

tho pnao1pl.a or J"Ooapt.J"O, t.lle7 .,.. Dot 1D •taa1 ooatl1ot. 

lD both oouatr1oa , tboro ooaao to ba a ~D ot opt1oaa1 

• Regraded Unclassified



55 

- 9 -

opeacU.ac -oaeJ' lor. for the Jllli'Ob&oo of lllll'aUoao4 po4a 

aal. oon1ooo; but 1a bot!a oouatr1oo 'ho 11a1h of 4o .. auo 

p!'OhoUoa aa4 'ho laolaUoa of ~ 'bloallaU poe&UJ' r.-oe 

tho .-t aa4 YU'letJ' of .. nuoaol. ~1o1... Ia bo* 

oo .. trUo, a flourlo!alas 'blaok llal'llot oz1oto , wb1oh wwll., of 

oour .. , 'be 1apo .. 1'blo 1f oUher plaa of rooaP'Ure woro 

otr1otlJ' 1a uoo. I 4o aot ll:now about Ge~J', 'but f or 1Bilaa4, 

U 1a .... 'hall llou'bU-.1 1.f &BJ"'!alq 1111:o balf 1ho aaUoDal 

1ftooao 1o reoapturo4 'bJ' ~ 'l'ro&auJ'J'. 

Bo'h ooheaoo, or a -'b1aat1oa of t~o two , proooat ao 

oor1ouo a6alalotrat1Yo 1.1tf1o-.1,1oo whoa appl1o4 to porooao 

1JI rooo1pt of roSillaJ' 1a-o froa a o1aclo oouroo. More 41f• 

f1ouU1oo wou14 u1oe 1a tlao ••••• of the oolf-oaploJ'e4, ouoh 

u f&J'Mro, or tho oaou&ll,. oaploJ'e4 bJ' oenral. oaploJ'oro. 

no.. croupo ... oonalalJ' 'be -oro oao11J' r .. ohe4 'bJ' the 

rat1oa or ooupoa aetho4 'hall bJ' "• oo111Jic 1aooa• aotho4. 

ror the f~ro, t!alo 1o ao creat Mttor, for tho total of 

fua 1aoo• 1o oo OMll thet 1f 1\ woro all rooaphro4 or aU 

ozoapto4, 1t woa14 h«ro 11ttl o effoot oa war f1aaaoo. 

8upert1o~allJ', 'both forao of reoapturo oooa aoro 4reot1o 

'hall 1atlat1oa; oooa to 'be aoro of a 'broall: w1t!a the peotl 

oooa to 'bo looo 1D aooor4 w1 'h tho 1 Aaor1oaa W&J'. 1 Whllo 

Yor'bal horror of 1JiflaUoa 1o w14ooproa4, oYoa aaa1•u, 

th1o oppoo1t1oa to 4ato hao 'booa aorolJ' YOrbal . Ao a Mttor 

.... _ 
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of taot, .. ha•o .-ploJo4 and are ••PloJ1&1 1atlat1oa or a 

•Jor olo .. Dt 1JI OIU' war f1D&IIoo; U boo 'booD •• ••Pl•J•4 

oo•owbero u4 1JI other U•o u a -tbo4 of war t1Duoo1 at 

loaot u •• 1o kaon of tu ooo1al u4 oooaoa1o ooaoo­

quonooo ot 1atlat1oa •• a .. ,bo4 ot war t1naaoo u 1o kaon 

Of tho I001al and OOODOJUCI" OOJIIIquiJIOII of 4ruUO 1DOOM 

tuaubll; and •• •oro thaD 11 kaon of tho ooo1al u4 

OOOJIOJUO OOIUIIq\IOJIOOI Of noll diY100I al 1DOOM 00111ap U4 

Doa-•pondablo ' DODOJ. fh11 knoWlodCO hu &1••• 1t a bad D ... 

-- 10 bad, 1ftdeod, that there 11 an 1ap\lllo to oxport .. nt 

with dn1ool 111l1oh oro DOI"' taYo:rabl J repr4od pr1n.o1pallJ 

booa11oo thoJ aro l oll known. ror IQ'oolt, I adiUt a oorta1a 

proponou:r toward tho oo111DC 1Jioolll8 loho•• -- of which thoro 

11 no oxuplo 1D h11tor;r; and of a doop dl"'ad ot 1atlaUoa, 

ot wh1oh h11tor;r attordl aan:r oxuplo1, and abollt wh1oh I 

know a coed deal . I 111ppo80 that oao oo11ld roa41l;r ••••lllllo 

50 tu export• aaoq Aaertoan an1nr11t1oo; but he wollld ban 

a 4roa4tlll t1llo oolloot1ag t1Yo tu oooD-11U. boD helan4, 

wh10h hal bad a lone ozpor1onoo with rolat1Yol;r lara• taxat1oa , 

hal no•o:r• doYolopod aoro than two or throe, .n4 tho10 Dono 

too &oo4. 

•ow, with all 1t• oYll ropatat1oa , a oa1o oan 'bo lla4e 

tor 1anauon •• a ••••\11"0 ot war t1Jianoo; and I will IIDdor'-ko 

tho ott1oo ot 4oY11 1 1 a4Yooato. thoro oro tbl"'o 1D1t1al 
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faoto ia iU faYorl (1) tho .. ohanha alreaq oltl.oto all4 

ih lltilir.aUoa 1e fllllT. wbJoot to a4a1D1otl'a1:1Yo aotioa, 

w11:b.oot a441Uoaal loCiola1:1on, (2) 11: oaa bo 11004 to JII'OYi4o 

larco ~ witb. groat rapi411:T, ( ') it b.ao 4oaoaotl'ato4 ito 

oapao11:T to oapturo larcor fraotloao of tb.o aatioDal llloou 

than &nJ' otb.or 4oaonotrato4 tTPO of tuaUoa. 

For iaflation io not a po011liar finanoial aoaotrooitT; 

it iO a fora Of tuatloa and obolll 4 bo 1'0Cardo4 ao obJootiYOlJ' 

ao aDT other fora of taxation. Ao a fora of tuatioa, iatlatloa 

b.ao two unlqa q~~aliUoo apart froa tb.ooo l1oh4 al>oft . 

(1) It 1o not aerol T a tax on ourrent inoo.o, but a loY)' oa 

oapltal, or 1n•eote4 oa•inc -- for wblob. oaY1ftC oonYorto 

1aooae into oapital, tb.a oap1tal loYJ' . ia the fora of infla-

t i on oonYerto oap1tal into inooao aooeooiblo t o t be otate, 

without ooDfliotinc witb. tb.o aaoo ot oontraotual rolatioaob.lpo 

that iapo" real obotaoloo to tb.o aaltl.a1&1DC of other forao 

of tuation. ( 2 ) 11b.on eYerT otb.ar fora of tuat1oa 1'0\le" 

ro"ntaeat aga1aot the otato, u tb.e reopondbl o par1:J', tb.a 

inoi4onoe of inflatioa io ouob. tb.at tb.e rooentaonto are aot 

41roote4 a&ainot tho 1 Hi44on Han4, 1 but acalDOt a OllOOOOOiOD 

of II'OilPO 111 tb.a -uu,.. Ia tb.a pr .. ut lllotaaoo , *-• 

1atlat1oa b.ao all'eadT al'Oiloe4 .... foel1Dc , iA tb.o populatioa, 

the pUbllo raoentaent b.ao beoa o~&oooooi-rolJ' 41Yerta4 118a1••• 
faraero, orcaa1ae4 labor, tb.e blau aarlte t , Loloa Bea4orooa, 
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tbe ltaa4ar4 011, aa4 other croupo wbooo reopono1b111t:r 1o 

1noono14erable . 

Tile obarp 1o often •4e that intlaUott 11 inequitable. 

Jon-oobeaatio inflation, 11-. an:r other fora of inflation, 

1o oonep1ououel:r orraUo. 8tratea1o FOUPII Mn~ a"li'011 

1n41Yilhlalo aro able to a't'o14 ito inoi4enoo; 'llhU.o nak groupo 

aa4 tho 't'alt aaJortt:r of tho population thu1 oontributo oor­

relpon41n~:r .," t.haa their thoorot1oaU:r equitable aharo. 

!h11 11 not poolll1al' to taxation b:r 1Dtlat1on. lql&U:r io of 

00\lroo 41ttioul. t to 4efino, but I ha't'O DO\'Or IOOD 1 t 4oaoD­

otrato4 that iaflation wao aoro iaoq\litablo than aa:r other 

' to~ of taxation, attoapt111g to oapturo an oqnal proportion 

or tho national inooao. Ia an:r fora of taxatioa tho oon­

oi4eratioa aiYoa to oqu1t:r 't'arioo in't'orool:r with the aaount 

of rOYonuo required; and wboa cmo il oonoi4erU. budgotl equal 

to halt tho Dat1onal iaoo•, oqui t:r aut bo oonoi4ero4 1D 

't'OrJ oleaontar:r torao; o\1011 , tor ollaa])lo ao tbooo appllo4 b:r 

draft boar4e. 

Tbero io, howO't'or, ono 4etin1to prapatio t01t or oqu1t:r. 1 

!bo a4a1niotration or taxatioa b:r inflation auot bo ourti­

oiontl:r equitable to pro•ont tho iDo't'itablo group aatason1oao 

froa roaohina tho otago wboro tho:r 41orupt aat1onal unit:r; 

but th1o would bo true or aa:r other fora of tazatioa of equal 

... D1tu4o. 

• 
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J'1.nall)', wo ba.,. a'bllll~t ..,.148aoo 'bat tauU• '117 

1Atlat1on O&D 'bo appl1o4 oa a lar .. eoalo e?or aa oxtoD4o4 

por1o4 ot u. .. wUbollt 418ftpUac Ule ooo-., u a aotac 

OODOOrD, Wo dO DOt poe1t1'f'OlJ bow ~t tO 'bo tN8 Of &aJ 

other fora of taxa,1on of ooapara'blo aasalt&a.. 

59 

While aa tar u tho h'oaeur, 1a oonoono4, 1Dflat1on la 

'bJ tar tho oad .. t aela1A1atoro4 .. tho4 of war tlDaa~~ tho 

sonoral probloa ot aohoaauo ~Mnt ot tho 1nnauoa tax 

roqu1roa a aoro ooaplox aot ot oontrola than e1thor ot tho 

two toraa of ra- oapturo . Who thor aa a'baolllh oo1llae oe all 

1n41Y14ual 1noo•; or with a ooaploto rat1oft1ae of oonauaor 

•XP•n41turo, oDlJ a a1ncl• oontrol 18 roqu1ro4, tho whole 

o1'1'11 eoono., 1•, oo to apeak, troson 1D Ua traolte. Under 

1Atlat1on, oxaotlJ tho oppoa1to oooura. Un4or tho oont1all01la 

an4 procrooa1'f'o 4oproo1at1oa ot the 0\ll'rtDOJ, aoo1otJ 1taolt 

•• well •• ita ooonoaJ.o ooaponaata, aoq11.1roa u ozacsaratod 

fill141tJ . iYOI'Jthlng 1a 1D IIOUOn, an4 tho rogulaUOD ot 

th1a m'f'oMnt roqu1roa tbt -.at 40Y1oua oootrola, arao4 wUh 

tho full toroo of tho a tate. Yet o'f'on thla 1a DOt boron& 

prooea.nt. J'or ao• roara, 1t 1a aa14 that tho llueelu 

goYorDMnt oxaoto4 about one-halt ot tho national 1aooM tor 

buqotai'J pvrpoaoa, bJ tho aooh&nla ot 1atlat1oa. flw too1-

1q acatnat 1ntlaUon •• a .. tho4 ot nr tt.naaoo, 1& apUo of 
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1t1 ut111t7, il that it oo.-oal7 torataato1 ia ro~ol•t1oa. 

It1 ~•r.r .. ••••• oaablo1 1t to o~orloa4 tbl oat1ro 1truoture 

t o a polat whore *• whole tallrlo 1Nr1t1 1UI4or tile onr-loaA. 

I 4o aot lr:now tbat t1U.1 il lanitallle, aa4 U 11 aot 

aooo11aril7 1 .. o41ato. Soao tea roar• olaple4 botwoea tho 

GoZ'IIIUI iaflaUoa aa4 tbl 1a1tallaUoa ef tile llas1 rociao, 

whl.oh u 8poJI&].er anUo1pato«, wu itt ooa1oquoaoo . AI to 

1t1 lan1tabUU7 , ono aipt aJ'II&O tllat thoro lla~e 'lloen ao 

o~plo1 of •aaaaco4' or 1 1ollaaat1o1 1nflat1oa ozoopt tho 

lb&811an; 11114 that th11 ozporloaoo 11 tho '1101t o~14oaoo of 

the Uao oapaoU7. Ia ebort, I 4o not th1nk •• moulA rulo 

out the appl1oab111tJ of 1nflatloa •• aa eleaoat of war f1aaaoe , 

un4or ono oon41t1oa -- naaolr, that lt 11 tranklJ aokaowlo4cod, 

an4 that tho appropriate oonti'Oll bo uoopw4 u e11onUal 

to 1ihe 1obaao. 

lbilo oao oan aalte a oa1e tor elthor rooapturo or 

1aflatlon , I 4o not thiak it 11 po11lble to aako a •••• for 

a ooa'biaaUon of tbl two. ftat 11, ~ oollblao tazaUon nth 

1atlaUon, 4ool aot aoan that the tazatloa 1 off1ot11 the 

iaflatlon, or tllat lt po11e1•e• aar aacloal aati-1ntlat1onarr 

qual1t7. It aeaa• a 4uplloaUon of bllrAon1, a ooapoa41DC of 

1aoqu1Uui aa4 llllh a 411turbeaoe of tho eoonoar •• a Plne 

oonoern that I lhoul4 117 that the war etten , in~tea4 of 

sottlnc tho he1t of two worl41, woal4 cet the but of nllther. 
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lor, mon ono oona14era ille JUC1111iv4ea 1a1'ol.1'o4, ... 

I aoo anJ\111118 blat bal'll 1a u.1nia1D1DC ille 1'0l.l&ai&l')' el.OMAi 

i.a wai' t1DaDoe . 'fol.a'&I'J' wbao1'1pUon, like Yol.ai&l')' 

on11ot .. ata, wol'e an approPJ'1a'o oloMni ot wara ot loaoor 

-snttll4o; bl&t 111 an otton ot ill1a -.auvu, 1n wtl1oh hal·t 

tho aatioaal. 1aoo .. 1a 1n1'ol..,.4 -- 1. o. , all. tho aaUoaal. 

1aooao &boYo a ba1'e avba1atoaoo -- I ou ooo no plaoo tor 

Yoluatal'J ~r1bvt10Da. 

I 4o not 'h111k wo l'ea11ao that a bl&4ce' ot 175 b1U1on, 

moiller t1nuooc1 bJ rooapilll'o or b7 1atl.at1on, .. ua ta!Una 

tl'oa tlle 1a41Y14ual, ono _, or anothor, oYOJ'1thlns abo.,. 

a bal'o avba1atoaoo. It obY101lalJ baa not talton · anJthl DC lUo . 
that JOt; but wo ba1'o not JOt oYon approaohoc1 thai t1curo. 

Ao tho 175 b1U1on bl&dcot 1a now 1'181la11aoc1, U la 

propoooc1 to talto abov' ono-ill11'4 1n tazoo , uc1 lee a than a 

th11'4 .. ro out ot 1nooao. Approx1-to1J halt lo to bo 

4o1'11'oc1 tl'Oa 1ntlat1on. I bo11o1'o th1o 41otr1bl&t1on 1n1'1too 

41oaotor. !he ol.o .. n' ot"lntl.atloa 1o 'oo laJ'aO, 1t lntl.atlon 

1o no' to bo tlle tooal oloaoat ; JOt 1t 1o too oaal.l t o 4o1'1 YO 

tor tho ottort tho tl&ll bonot1t ot taxat1on . Or, oon1'orool7, 

tazoo al'O tal' too h11b 1t 1atlat1on to to bo illo toouo an4 

t oo low 1t 1nfiat1oa lo 'o bo aYo14e4. Ill ohon, I boUOYo 

illo Wal' ottort ou bo t1DaDoo4 olther b7 l'eoapt\&1'8 or b7 

1ntl.aUon; that tho 'wo aipt bo ooab1aoc1 ( ao thoJ wro a 
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pneroaUoa ap) 1t OIMI OU poo~ah a WU' U br1ot ao tllat 

of 1917-18 -- n ... l7 ~ ..at-o. But C1Yon tlla uaoorta1at1oo 

ot clurauoa, I bo110Yo ~' Uloro 1o a botwr tt.aa non 

ohanoo that u att•pt to t1nallot the war b7 a ooab1naUon 

ot rooapturo ancl 1ntlat1on w111 1tacl to ooo1al ancl eooaoaio 

cl1eaotor. 

.. 
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AKO KE.tTH•S T H E:ATfU'. 

WASH I NO:rON , 0 0 . 

HAROI!: MEAKIN 

l>ot.r llr. Seoret&r)'o 

I U.ply appreo1ate yo"r ftr')' kloi4 
DOte ot J"lf 22 , 1o retereooe to the reoe Dt 
Yidt ot tbo bero .. to •ub1~oo. 

Lot - uaure yo" tbat at ~- I 
oan be ot aemoe, I wi ll be booored. U you 11'111 
oall UpoD ... 

Boo. ll•DrT 11. llo1rgeotlia ll; 
Seoretary ot tho. Trou"ry 
•uhi.AstoD, Do Co 
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To Seoretarr Kor genthau 

HArold Grav~ 

. . ' ... Jul.T 88, 19&1 • 

I attach hereto a memorand1111 from )lr. Sloan regarding 

the reprint o£ Ur. Scherman 'a •Invisible Greenbacks, • f r om 

nhich you will note--

(1) That the War Savings Stat£ had nothing to do 
with the preparation or publication of this 
pamphlet; and 

(2) That no distribution o£ the pamphlet hall been 
made to our Administrators or to others in 
the fiel d. 

~· 

.. 
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TO 

PIIOM 

TREASURY DEPARTMENT 

DAft 

7/2J/II,I 

a.prdiDc llarr7 ..._,. art.1.ola, •:Dl.S.aibla on h'o....,, 
I baft tile toll.nlDc to repona 

1, 1o ........ ot tile 11\att ba4 u:pWq te do wUil ,.._ 
prlAte ot tAla arllol.a. 

), !ben an aboa;t 3,000 ooplaa ot ·tlld.a npli:At 1a 
tile Pnaa Sect1a!., 1lb1ob are to be daet.lvJ'IId. 

4. It wu 1at.eadecl to d1nabute oopl•• ot tbi• re­
prlAt to tile State ,.._..,htraton, 1ll a rooat1ae 
-r, u otlwr 11lto~to17 data 1e d1etd.bllted. 
!be n.l4 Dl.rtlliall, bowftr, ba4 1uatt1o1.,t 
ooplea to prortda tile Stew .Adld.aietra1Dre. !be 
GalT dhtd.butioD .UeoW, ta.enton, - ., 11lt.zs-. 
ott1c. d11tt.l'iWtioD, 

!ben 1e attaobed beroato a lin ot U.. po- re­
oe1'11BI tile I s"n, *ieb- attaobed to n.l4 
ll.oi'Uidlo.IJSS, dated lal:T 18, 19la. DaRawtU.. 
baft bee 1NIIad tbet tben lUll be DO hr\ber ciU­
td.butioD ot tAla artiol.a, 

• 
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_,I&IDl 
(Dlat.rlbo&W wi.W... tile ottloe) 

•• f!lll¥ ... -- II 
au. 1 

:!:a 1 
1 

o.bl.e 1 
~ 2 
Odep!'d 1 

~·U!O· 
" Pol.-l 1 ==w::> 1 

• 1 

' ' Ina 1 
Mor 1 
J. Clnft• 1 
BouF'-linl 6 
Jl7a\t 2 
Pal.te ) 
lll1ott (II!.N) 1 
llnpntMu (llrw.) 1 

~Yl' IZP't. 

111•• Wootec 
DI.T. &rr1np lloocW 
JPT~t. 
•+in,Wn, D. C. 

SlOUII JU)Q. 

lllnel 1 '-1 ) 
~Mil 2 ....a.,. 1 
eo,... 1 ~r 1 
~11th lS -.u 1 ,. .. 1 ...... 1 
~ (llrw.) 1 ..., 1 
llo!)onald s 
WoU'a 1 
o•lllallq 1 
BetW ( llrw.) 1 
jdge .) 
•• Barntt 1 

·~ 1 
Cell•b= .) 
Ill'- ) 
llllttlal l 
ClllaluU\ 1 
..... (JIN.) 2 
IIICaft7 2 
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TREASURY DEPARTMENT 
68 

DAft .Jul.T U , 11142 

"""' , tzD a. a.uaaa 

SUbject a llopon&l l&bor-Manap•nt Con!ereno .. 

~nt. haft bMn coaptated for a aar!Aa of J.abo.......,._t Con­

ferano .. on h7ro11 Sarine• Rga-ated by )'OOU'&elt, and llited beloor 1a a brief 

outline of prograua 

1 . Purpoaa - 0111" purpoea 1a to brine labor and --11t tocetbar to 

inTOatipte, dieeua and. work out .....,, of d!.Yartina 1~ ot -.rioa1a pqt"Olta 

into war Bonde t.broucb the proper .... of tha Pa;yro11 Sarine• Plan. 

2. IIIYiteticae - (a) imU&tiona to theM ••tina• haw been ieaued by 

the National 0.-ittee for ~11 lla'finse. Ita Mabere area 

rtw.u c. Cuban - C'->., aau...., tabor ""'o • .bao. 

Willlaa Qreen - A. F. ot L. 
Philip~~~~~ -·c. I. o. 
J . J. Pellq - Aeao. ot -.r1can Rl 

C. P. lrl.tberoor - National uao. lltpoe. 
!ric A. Johnston - Praa. , U. S. Chaabar ot o ..... roe 

(b) inYitaticae ara beinC Milt to a 

1. eliiiCiltiwa ot all tima with owr 500 eaploye&l 

t. labor rapr .. entatiw of each ai>Ob t1ra 

S. •-n cbeirean in eaob dietriot 
4 . Reb YOlunteer cbairean Who ...., be aetacted by the 

.&dmniatrator 
5. Praaident of the local Federal Re•rw Bulk 

8. local ci Yic to. aden 

S. !be -tinp will tan ptaoe at a 

Ric~. va. Jlal.r ao 
St . Palll, llinD. .&aac· 5 
lanau Ci ••• o. ....... 7 
Philedelp~/ _ Pa. Alllo 11 
Cta...lend, Qll1o .t.aac. 11 
Cbioap, Ill. .t.aac. 11 

Atlanta, oa. 
Hror Iork Cit;r 
Dallaa. 'IUu 
San Francilco 
Seattta , -.all. 
Boeiocl, ..... 

AIIC• 15 
Auc. 17 
....... 17 
....... 17 
....... 20 
....... 25 
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TM t1nt. -uac wUl be held at. R1at.ond, 911.. on JUlT ao. It. u 

plarulecl t.c t.al<e our ent.inl c-s.t.t.M a1ld tuld Npre-t.at1'1H t.o obeel'ft 

tb1a -unc .nc1 ret.UJ'II t.c 11aellillct.cD t.be •xt. claT t.c eli-• azq poN1ble 

iapro-nta tor 1Ut.ure -tS.nc•· 

z. 

4. Preparat.ica - freuurT field repreeent.at.ift8 are 1\ll!lin t.be Mftral 
'-

S. lletbocl at Coadl>ct.1at! lllltet.1.!!t!a 

a. 1nt.rocluot1ca or Tre&RJ7 Cba1zan 'b7 looal ott1c1al 
b . -ke 'bT '1'raa.sw7 .CIIai.man - parpoee 8Dcl bacJ<crow>d e 
o . actual .S.OUt.raUon or eucoeeat\1.1 lOll plane 'b7 beth....,._ 

• nt. a1ld labor 
cl. part. p~cl 'b7 -n 
•. queet1aa1 and mewn 
t . bow t.o put. on a .10% clrift 
g. Wie all pre .... t - both labor a!l<l .aM~••nt. - t.c fora 

oOIIImi t.t.eee a1ld set. -~ in ao~on tor a nn lOll 
clrift within their reapeot.l.ft p.lant.e liT S.pt..ber let. 

6. l».noheon - in 810at. c1 t1u raclera.l lllaer... Bank ... ld.ndl,T offeree! 

t.c 1n'f1t.e all 1n att.enclance t.c luncb-. 

7. !!:!!!, - proper publ1c1t;r will be arranpcl tor the naUOD&l, local 

a1ld labor pr .. e . 

a. DUpla;c! - there will be JIUMrou c!Upla;c! 'b7 caapanie•, unione, aDcl 

the Tru•IUT 1t.Mlt or aueceaatul l'qroll Sa'f1ne'e Plane - 1n operet1oo 

(l1t.erat.ure, .poatan, b1llboarcle, eto.) .· 
9 . Labor lllont.h - ••t.i.nga will be keyecl t.c eot1'fit.;r 'b7 and tor labor 

aa planMcl 1n S.pt.nber , 

10. Jollaw=Up - {a) eaeb .&da1n1etntor will be e:rpect.ecl to arranp 

for a1111lar -t1np ot -u.er tirw 1n b1e NapeoU• at.at.e. 

(b) a cheok co neulw at nrw part1c1paUllc 

69 

ll. Wniatnt.cn• lllltetin,s - tollowinc t.bo• •et.illc• the Adllini.ltrat.cra 
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troa -~ et.at .. 1A atwodaDCe w1ll -t wltb •aldncton roepreMJltatl­

to diaowoa .S.tallt4 tollOIMlp ot ~11 k'1'1111• Prop.a, 

Regraded Unclassified



&eaXJl& C'l L\BCil - ••u=sn • flU 

JtalT 10 II.~, f1rl1nSa ••
1
-· (.U att.eDd) 

.t.aaut 1-1 (a.twn w aahiDCwn tor obeck oo 11.~ ••UDc 
&~~CUt u Atlaota, O.cqia OJ..a 

mautU Pb.iladotlpbia, fa. ..... ~ 
A~~CQe\ U Cbicago, Ill1noU n.bel' 

Aqaet 6 llinMapolle, Jll.aD. ._ 
AllCQ8t U ao.too, ..... ...~ 

Aupet 16 St. Laoa1a, llo. 1'1eller 

.&.ucu•t 7 I8Deu CitT, llo • RoN 

Aoaut lA .. York, 1. t • SJ-rb 

.we-t 17 San rranciecc, Cel. Odeprd 

AIII\Lit 20 SeattJ.e, 'laehina:\on Odeprd 

.A.ucuet 17 ~. 'l'ellu lnplll.an 

Auaut 17 ca ... l.aDd, Ohio nebir 
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llato 

.I''GJT 1~ 

1 
2 
3 

6 
7 
I 
9 

10 
11 

~' 15 
16 
17 
11 

20 
21 
22 

UWI!JID IUDS IUIJIOI JOIDI - !O!AJ. 

eo.p.rtooa ot .I''GJT ~. to 4ah wt\ll ~· 4vlac..., 
, ... -l>er ot 1N.olaeoo 4qo 1a hM u4 11"7 1'112 

(At l ooue prioo ia •~....to ot 4o11aro) 

Jal:r 

• 21,1111 • 28,1118 • 29 .~ • 19.911 
211,269 52.687 115. 39.~ 
27,277 79.9611 67,oll6 72, 

lt6 .5}1 126,495 98,208 11,6<15 
~1,110 157 .6<15 1}2,}111 w.m 
},1151 201,()56 1511.015 157. 

'9.918 2110,974 192,659 111,11}1 
l·755 288,729 2o6,523 201,11611 

) ,127 }24,156 236.552 2)2,101 

47,164 ~,020 259.772 2116,756 
)0,102 ,122 211,7211 271,525 
)3,807 ~5.929 )~,163 296.152 
)1,670 7.599 , ·r }17 ,861 
37,659 505.257 ) • 7 337.371 
21,929 527,116 )61, 712 37l,o66 

53.257 510,1111) ,.7.369 ~·091 2.1,616 6o2,129 111,1011 .987 
JII,5U 6)6,6llo 1129,151 IIJ9,9S7 

96.0 
U5.9 
U9.3 

121.1 
119.1 
1}0.5 
125.1 • 
1}9.1 
137.3 

143. 2 
1112. 7 
1113.1 
1~·· 1 .2 
111}.0 

1119.11 
1115:2 
1111. J 

1 All t t avoo aro 4opooito vHh tho !rouvor ot 'Ill 1Ja tto4 1\o.t oo oa 
uoo11at ot prooo.U ot oaloo ot 1JaUI4 Ito t oo oo.YlJICII 'boa4o. 

Xot11 · l'l.cvoo ho.Yo 'bloa r011D414 h aoaroot \llo'Cltloa4 u4 vl11 aot aoooooarll:r 
o.44 •• totalt . 

.. Regraded Unclassified



llato 

Oo.,...looa of J,.q aa1 .. to 4&\o wUb aaloo 4111'1q \bo 
•- -'bor ot 'llu1aooo 4A7e 1a Juo u4 ICq 19112 

(~\ 111111 pr1oo 1a \bolllaa4o of 4olloro) 

CONFl~raTIAL 

:tul.T Oaelt't" Mltl 'bt )!!!19!1 1 •• 
4&117 J,.q I 

.~ ..... I .., I Jv.l7 • • 
!fltt lperaeat of J!lf 

Jul7 19112 

1 • 1~,121 • 15,121 • 19,~ • 12,679 7'J.~ 
2 1 ,880 ~0, 701 27, 1 211,263 110,~ 
3 16,822 7.523 llo,8U 116,532 U6, 

6 29.797 77.)20 58,199 55.1!6o 132.9 
7 17,7~ 95.oll4 S2,9SS 7.},1211 1111.5 
8 21,599 116,6113 98,1~ 97 .oll9 118.8 
9 22,7116 13,. 390 ~·2 11.,211 lll.~ 10 24,772 16 ,161 3 ,1~ 128,670 122, 

11 19,077 11!3,231 154,2 151,956 118.8 

~' 
26,5~ 209,787 169.,20 161,3116 123.5 
15,7 225,532 186, 70 177.~3 120.9 

15 18,4o7 243.931 201,l00 194, 7 120.9 
16 17,825 261,766 225. 84 208,~ 116,0 
17 22, 3115 21111,111 2~3,218 223, 121.8 
18 12,233 296,)1111 2 9.033 2117. 532 119.0 

20 31,)61 327.712 261,)21 257.3111 125.11 
21 12,239 339.951 2.80, 7112 271,079 121.1 
22 18,11111 358,135 291,729 290.11115 122 •• 

\bo 
D1•1o1oa of loooorob aa4 l\a\1o\1oo, 

I U1 f1cvoo oro 4opool.h wUb \bo fraaovor ot tbo 'lhll\14 1\a\oo oa 
aooollll\ of proooo4o ot aaloo ot UaUo4 1\a\oo aadaco boD4o, 

r 1cvoo bon 'booa rou414 \o aoaroo\ \houu4 aa4 will aot aocoooar117 
a44 \o htalo, 

Regraded Unclassified



Date 

I 

1 
2 
3 

6 
7 
8 
9 

10 
11 

~~ 
15 
16 
17 
lS 

20 
21 
22 

UllHD ftADI UTIIGI liOIDI - IDI. "I AID t OOIIIIIID 

Oo.,...li O& of J1&17 W H \0 U\1 vi~ W OI 4Vlq ~ 
•- -Mr ot 'bulaon 4qo la Jao aa4 llq 19112 

(.t.\ l1111e pl'loo ia \Muu4a ot 4o11ar• ) 

JulT 

• 12,597 • 12,597 • 9.~ • 7 ,,302 

9.~89 21,916 ~· 1 15,161 
10, 5 )2,11111 ,235 25.516 .. 
16,7311 119.175 llo.009 ~,1115 
13.316 62,~1 119,)5) .751 
21,152 ~. 13 55 .... 6o,n7 
17,172 101,515 67,11111 67,21~ 
22,913 124,561 72,)66 72,~ 
17,050 141,611 12,310 10, 

20,614 162,232 19,152 ~,1110 
14,~ 176.590 95.2511 ,)91 
15, 191,991 101,11611 102,106 
1),1112 20o;', ·~3 101,715 101,923 
15,llll 221,1 7 112,279 1111,129 
9. 96 230.~ 119,7119 12),5)11 

21, 111 252. 7Jl 126,oU 127.7211 
9.1147 262,178 l)ll,o62 1~.-16, )27 271,505 m.~ 1 .502 

CONFIDENTIAl 
?4 

129 •• 
1211., 
123.7 

122.9 
126.1 
151.0 
150.7 
172.1 
172.1 

110,6 
115.11 
189.2 
189.) 
197.0 
192.1 

200,5 
195.6 
202.7 

I All ttcvn are d:opolih wUia \lao !Jooanror ot \lao 1Jaih4 8\oh• oa 
ICC01111\ Of Pl'00-1 ot I alii ot tholh4 1\o\11 l&'riiiCI bOJI41 , 

flcv11 loon bOla r01111414 h Maroo\ \bov.aall4 aa4 wUl ao\ Mclloarl}T 
1144 \o \ o\alo, 

Regraded Unclassified



w.. .. 
, I Jl' 

(At lo"'o 

:ie.J.· iaa £ 

I MWel, 't& I .... I 

!late 1 I oN, 1 I I 1 
I IIIIi~ I .. .. 

1 1~.1 
2 

1 ·' 3 16.1 

' , .1 Tf.} • •• 61.} 16.7 =·· 
.. , I·' 116.5 111 •• •. , 

7 17.1 Ji·O ~·' "·I 1}.11 ·' ,__. ., ~-1 151. a·' ' 21. ·' .I Tl·t 11., 111.11 1111., 73·7 ·' D.1 ·' ' 22.7 m·~~ ~·· ~· 17.1 101., liM "·' !"' *·• }lt.} 

10 211.1 .I .o .o 1}.0 1111., 
~·' 

.. 1 .I .. , Jl·' 11 1,,1 11}.2 1)6.6 n .ll 17.1 llll .6 1·1 "·' .1 ,.,, .} 

~~ 26.5 .,.1 ffl.l J'.l 10.6 161.1 *·' w.o .. , .. m ·o II}}. I IJ.I 
15·7 115·5 "'·' 71.11 111.11 176.6 161.0 11!1.1 )0.1 .1 ""·' &J 

15 11.11 "'·' }U.6 Jl.} 15.11 1,e.o 111.1 =·' J}.l ~:1 ..,,,11 li 16 17.1 161.1 , ,., 7s.o 1}.1 105.1 1,,., .II ll·7 ,., .. 
17 22.} 2111.1 }51.7 79.2 15.} 121.1 •• 1 ~.o ,., 7 ,.,,, 561,, ,. .. 
11 12.1 "'·' m.ll 11·5 9·7 1)0.1 110., ~·' 11., 51J,I "'·' IJ.J 

}1.11 }21.1 1111.1 79·' 21.t 251·7 .,,, 111., 5).} c·~~ '»·1 ~., 

12.1 }110.0 1125., 79.1 ,, 262.1 ~·I U}. l 11.7 .1 "1·1 ~., 

18.1 • }51.1 1151.1 79.11 16.} 111·5 r.o Ul, l ,.,, '"·' "'·1 ~·· 1177-5 * ·1 m., ,., .. 210·1 1711., 
,z,.o ffl., 1011.5 

~.1 ~~ m·· .} }11,1 
615.1 }37-5 
650.0 J50.0 

Mhal ~· tSCV.•- ...,..u. wt\11 •• ~oazau et \1111 'lld\11& Ita- ea ao1 Ell lit,.. .... .,...,,,. fll 

loh l 
llal.ht ... , .. xrl..,. -..... n_. • .... ._ .. ,., ..& ldll •• -..u, .... to. tow.. 
~ ...... Sa .. -· le\11 \1111 kilT beat ..u. tile- M& tile -~ \nel ..._ - ....... 

.. 
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'78 
Otiflil I'Ufll ll'YDIM IOIDII .... 

!O'UL DAILY S!!IPIID'fS Bt IIDQUU!'IOIS J'JICII JULY 1 !0 JULY 221 191g 

Date ot :~~n .. s.uoaa - ._ .... 1' fd 1'1-• leW 
Sh1pMlli 

$25 ., $100 $1,000 
I n.ou 

1 ..... 1141,~ 79.590 78,t': 2,256 2,527 ~.170 
2 ••.•• m·9 9~.~ 93. 3,o6s 3.510 710 ,~ 
3 0 •••• .350 80,760 79 ,220 8,,20 3.565 636,215 
6 I!' II 736,205 82,~7 89,767 8, 75 2,~ 91!1.329 
1 ..... 678,221 163,951 160,712 2~.510 13, 1 ,~1,288 
8 I .. ' I ~.650 106,000 115,1161 15,039 3.7!10 7!18.~ 
9 ••••• .389 8!1,212 112,623 7,507 5,816 655.~7 

10 •.••• 672,288 117,122 107,512 5.508 5.967 !108.~ 
11 •••• 0 ~~.310 121,615 135.~12 5,o62 15.6119 921, 
1~ ..... 6 ,983 118,591 98,816 6,31a. 8,528 887,232 
l •.•• 0 673,000 109,750 102,000 1.n5 10,000 902.525 
15 •... • 5118.501 156,626 152.361 12,270 111,535 8~.293 
16 •.... 3A.250 91,6oo 107 ,1100 13,010 19,955 616,615 
17 ..... 555,023 138,050 12~.~ 8,378 10,o66 835,779 
18 .•••• ~99.366 109,552 98, 6,052 9.777 823,)93 
20 ••••• 29.367 60,200 98 .!100 ~.1~ 9,885 802,502 
21 ..... 603,350 57,130 93.272 11,9 7 10,035 775. 7Y. 
22 •••• 0 583.9116 82,850 92 ,000 6,535 9.777 775,108 

0 0 0 •••• 10,382,616 1,859.650 1,9llo,559 156.~76 159,511 1~.~8,sa.2 

Regraded Unclassified
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1a •-••a.s•• •• ... •·•wr~oo~a-..,... .... .. ...., .......... _ ...... 

.... - ?,le .. Plltll»lt, ............. 

-

Tie Secret SerTioe AgeDt 
5:25 
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Ht>nry: 

TM E. WHtT'E. HOUS~ 
WA.SHI ._GTON 

July 22 , 1942 

I em cncloe1ne: a l etter f rom hlrs. 

You w1ll remPmht>r you gr..v e her 

a Job in the Trt>a £ury somet1mA aro 

r<'ques t . Do you think 1t 1s posr 1blP 

trpneferred to the Lend-Lepse 

'Oeopl• and h t ve noth1n,. in the YTorld out 

snl pry . 

lf you f 1nd that hie ><ork hat been 

setief11ctory, I shal l oe gro.teful for pny­

t "> inr you can do . 
AffecUonat oly , 

.. 

Regraded Unclassified
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I 

" 

-

... I 

·- 7 , ... a... ........ 
.,.. a •• ,_ .... ~~~ear u-. .. 
..... .... a-l ..... 

1\ will .. a 'Me - • Po ............... -"'-~-
.. a .ftel,a ..... au .. 

.. I I 

,.,,., $ ... 

(SJ.ane<l) llaAr7 

... • 'Up .. 11--Jiloll .... 

.. a& ....... 

Cr1g l n&l rne iiiiC 
C~?Y ?t fll~ to Thompson. 

81 

JUL 211942 

• 

.111rlllooJ ~~~~· 
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TREAS URY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAU .J~ 21, 1942. 

Soorotary Morgonthau 

Mr . Thoapaoo 

C11tf Maok advieoo that in reduoinc bis !aeraency Relief force 

ho is takin8 all poaaib1o steps to aaaist displn.cod uployeeo to 

&O(Iuiro transfers to other pooU1oos. ID l ow York be hu bean able 

to t.ako care or about 30 such •p1cyooo bT trans!ero to Lend-Leaoo 

work. H.o """ t.ake care or llr. Cowen in tbio wa7 and will be glad to 

arrange for bis ~ranster to the low York ot!ico. 

~ 

• 

Regraded Unclassified



THE WHITE HOUSE 

WASHINGTON 

Sa ret- t.o Ill'. a.-.1 a-. 
IJMlcl 1\ llo ,.. •• hl• t.o ... Ilia 

vustwnd t.e u.. ._ ron Otts.aot 

I ..,._be DMda \~lie~· 

.Uteot.S..t.oq. 

;r. ..... 

Regraded Unclassified
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hq II, lMI 

.., .... C.,tala• 

.,._ ,.. ..... , ...... lac 
• a .., •f tM letter ffta c.••• 
lalp Da.U. te •• C. I. st.at.a. 

I • .... tllat u • ,. .. lt et 
JWP etten. ~ .W '- ._ 
at luMee _. tM ..... '1 net 
airpert .., •• 

llaeereq ,...., .. -., ....... ;., 
C..tala l. L. IIICJw::t -. 111. ta tM ..... , 
1M llalte .... . 
•·!t•·r•. LC. 

• 

85 / 

Del iYere4 by SS Agent 7/24/42 5:f5 

Original enclosure returned to 
Capt MGII'ea . 

77~'----
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TH ll WHIT I: HOU81l 

WMHINIITON 

lU17 22. 1942 

ICDOw1118 70ur intanet 1D tile ... 
Haokonaaolr: Airport, I taka plauwoe lD 
t orwar41D& tile auaohe4 oop7 or a leUn 
wbioh hae reoentl7 beaa ••nt 'b7 tile 

Aaronoutioa to the 01Yil 
,Aerozaau.U•n .A4ainht:.et10D 1D OODMo­

thet a.trport. 

Var7 reap..-tull7o 

JH-- A..e c._. -

• 

... 

• 
Regraded Unclassified
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89 

PL/.Dl 

London 

D!ltcd Jul:,- 23, 19·l2 

:~c 1d 11:30 p .o . 

Secretory of Stott, 

~.':aah1nt;ton . 

{009, t11snt :r- thir<l . 

li'<L Tll£ &c;.;:::T!.::Y 0? TH£ 7..£:.S1T.:Y x>::O:.: c:.s . .D:,y 

ThE Clltlnctllor ot t hE Exo:1t qucr nnd t thE t ollowi nc 

:mnouncr::cnt in t hE Houat of Con::1ons ~cotcrda) : 

·~,have to info~ t h e Bouoc that t he ar bi t r a tion 

bct11 u n the Trta s ur;r and :lt ssra . Courtnu1ds L1n1tcd 

in respect of t hE s:11c of the Viocose sho res has bEE n 

concluded . The on::~ra or the \C 'l)irr ::r . Justice Sin::londs 

c ct cr:.oines th::~t the oun t o bE' po1d by t he Trt:>sury 

t o :lcl:crs . Cour t!luldo L1:.:dteG i n respect ot thc 

Viocoac allllr c • tr:~nofc rrcd b~· tht co<lpnn:,- to th e 

GOVel'ltltnt oilnl1 bE r,27, l 25, 000 with intcrr ot at t he 
' 

rotc of 3 perc ent . r r cu ::arch 1041 (thc d~te uhtn the 

shnrco r1trc trnnsfcrrcd ) to tht da te of pll)'Pent . I 

~ into~~~ thnt t he d irector s d o not pr opoot t o nnkt 

=. d1nt r i bu t1on t o t he otockholde r s duri nc the flnr 

J)Cr1od or nn•· pnrt or thj m1nr<l nbove referred t o. 

!n th13 the; h=.vc th e o;>pr ovn1 or His :.:AJcsty ' s 

Oovcrnncnt . 

• 
Regraded Unclassified
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-2- D4099, July 23 rron London . 

Oovrrnornt . I ~ also i ntorctd that i t hce brtn 

deaidtd to i nvt ot thE suu cr1c.rdEd i n subscript ions 

to currtnt aovtrnctnt iGSU£8 0 

90 

Tht auo auardtd ii!arrattr t han thr eun rtal i ztd 

in tht United Statts by thE salr ot thE Viocoa£ aharta . 

Tht\t s= uos ap;:>roxi=tEl; fol5, 000, 000 gross and 

approxir.:.trlr fol3 , 500, 000 nEt afttr dtduction ot 

rxp rnsEs in connEction with tht transaction. Tbt 

HouGE r11ll rE,EL1btr that thE transaction f/as an tx-

cr,tional onE , ca rritd throuGh in VE~ aptcial cir­

• cuc.stancts . :r 

l.sktd r1l1tthEr thE aovErnr.ltnt is plEdGEd to acctpt 

tht o.uard "in viEr/ ot tht tact thAt thE shorEholdtrs 

in thE conpony and nany othE r /~Jtrican oanpaniu had 

t~rir shorts rtquio1t1ontd by tht aovrrnnrnt at a loaa" 

Sir Kin<;slE;r 'Jood rtpl1Ed: "Tht :.ward io tin:~l" . AskEd 

uhtthEr thE n:.t1on will bt told "why this c=p:.ny 1.s to 

hnvE doublE valuE for its s t ock in c~p:trioon with 

~>Jut thE notion actually rtct1vEd 11 • ThE ChancEllor 

ot thE ExohtquEr sai d that thE circu=stancts utrt 

txorptionol , adding 11 t hE honorablE grntUnEn r1ill 

no doubt rc:1tnbrr tht nttd u t r!Ert in at tht tinE . 

It ohontd \It l1trc clttt rr.lintcJ to do our utnoat to 

rraliz£ 

• Regraded Unclassified



• 

- 3- ~~099, JUly 23, rr~ Lon~on • 

realize resources for cxpen~i turc in :.ucrico. n 

3ir Percy Horria naked on rthoo t ndvicc the 

:;ovcrnnen t o.cted ori::;ino.lly in this tu~tter . 'l'hio 

rtf£ renee to the deol itself rtne the Only rEflection 

in the questions follo111ng the e~nnounccocnt , of the 

bitter Clttit\1~£ given rt idc expruaion ot the til:u: 

of the ~col (rcpo~ted in the Eoboaay 1 e despatch 

no. 105 or ~reb 31, 1911 on~ previous ~copotehes 

on~ trlq;r::os) is . !.nether :1tt1 tude to·.::::rds t:J.£ 

~~ttcr round expression in c question by c lo~our 

cc~bcr uho nsktd uheth£r the Chcnctllor is e~unr~ 

"th.'\t t.:11s etatccent will c::tusc o. Great clco.l of 

~ioqtlitt in vint or t he fact the~t he now proposes 

t hat li.l3,500,000 oorc th::tn ho.s bun actually r eceived 

by the GovtrruJtnt should be pili~ to t huc oharcholdersa 

o.t a tir.:c rtht n he is g ivin:; c pcroi:Jonious ;o.l,OOO,OOO 

to o. larac nun'bcr cf olcl-c.:;c pcnsioners?11 In serious 

press conucnt this ocrn1n:; there io n notable obscncc 

of nnr tendency to h:::rk bnck to the bitterness uhich 
··• 

un~ frankly and forcefUlly cxpresec~ nt the t~c of 

the ~tal , the discussion or the nnnounoc!lent bei113 

~racticnlly confined to opinion en the fnirneoo of the 

• Cl'.lttrcl ito elf, its effect on Courtnuld s:tnl•cs o.nd on the 

future prospecto of that c onpany. Tlto exceptions ore 

t he DI.ILY HE::i.LD ' S 

• 
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-1- 04099, July 23, froo London, 

the D:.ILY HE:~·.LD•S hE:td lint "i.li, OOO,OOO lost on 

doll:t r dt a l" a bill nhich it said British taxpayers 

11ould havt to root , and the D:.u.y ux;::;:oa• s headlinE 

11o1lliono or your norlcy• . The award ia conaicltrtd on 

the nholt fair thouc;h cou:!tntators rcgard the sun as •.. 
by no r.ltC\ns too h1Bll · The T:t.:E:Jt..city editor for cx:mplt 

'· . 
points ou,t that "in their otdt~nt issued in June , 

r; /Jf; .• , 1:· 

1911 t~1.,Courti':;uld'1 s ,.~1rtctor:s pu t th e 11rittcn qwn 
v,e-,. ~,._t" • 

value o&~ th1 ~ora~on 1 a aoacta a t )128 , 000,000 

-- t his b efore adding anythina at all t or sooc111111; 

91 percent or thi• tisurc is )116 , 500 , 000 or nc:trly 

1.29 , 000,000. llo specific est1natt was nod t b:r the 

Board cf the value of the e;oodu111 or the /.ntrican 

budncoo, But they poihtcd out that the pr ospects 

of continuing and increasing prosperity for the 

' corpor ation 11ith the l a rGESt bout oarkct i n t he 

'lflorli ~' real and substcntial, and tha t at th£ 

r datc ot thr~'~lt en expensive procrncot of plant 
I 

rccons truct18n and expansion had not had tu1t to 

bear fru it" . 

The PI! 1JlCI!.t...iC:S ch:lractrr1zto the auard as 

11f a ir rti thout bt~-acncrous 11 aloo pointinc; out as 

dots tht F'Ilt/.liCI:.L TD,ES that thE ou.o:~ f a lls short 

Of any a llO\'ICIDCES for (;OOd 11111 , 

·:: Ul..ll'l' 

....... ! 

... 
Regraded Unclassified



93 

D;! PIJ.IU 

London 

Dllttd J\.\l:y 2~ ,19·12 

::ro ' d ll :30 p , o , 

Scorttary or Stott , 

~.'nahinaton . 

1099, tl1tnt7-thircl , 

PO:: TilE SEc;;ETJ.:~ OF TilE -r;.;:;.sv.~ F;\O:: c.:.s:.D.:Y 

Tht Chllnetllor or the Exc:uqucr =dt thE rollcning 

announct::tnt in thE Roust or Cor.~:~ons yesterday : 

''I hove to intor::t the llouot thnt the a rbitration 

bctlacn thE Treasury and :iusrs. Oourtaulds L1n1ttd 

in rto!)tct of tht salE of tht Viocoat sharto hils beEn 

concludEd, Tht award or t:u u; •pirt :rr. JusticE Sil:l:londs 

dtttl"-"inu that thE oUD to be pnid bi the TrE::~sur;.· 

to :icsars , Court::.ulds L1::11tcG in rto!)tct ot thE 

Vioeoat ahnrt~ tr::n::ttrrtd b~· thE conp::~n:1 to thE 

BOVE~tnt shnll bE ez7,l25,000 With inttrtst at thE 

rotc or 3 ptrotnt troc ::arch l ll U (tht date uhEt; the 

shnrto wtrE transfErrEd) to tht datE of pa}<1tnt , I 

OJ:l 1nforntd tha t tht d1rtctors do not propooE t o oakt 

a d iotr1but1on to thE atockholdtrs dur1nc tht ttar 

period ot nny 9::.rt or tht .,ard above rtftrrcd to , .. 
In thio thE7 h::.vt thE approval of B1o :.:ajtatj''s 

Oovtrra:ttnt , 

Regraded Unclassified



- 2- #4099. July 23 fron London. 

Govtrnctnt . I an also intorcrd that it hQs bttn 

<1£oidtd t o i nvr st th£ auu :mardtd in subscr iptions . 
to currttlt ~ovtrnntnt iasuts . 

The oUD anarded 1a ertatcr than the aun rEalizEd 

in the UnitEd Stntta by tht sole ot tht Viscost ahArta . 

ThAt suu nas approxL...,t£1:7 i.lS. ooo. ooo gross and 

opprox~tEl~ ~13 .soo .ooo net otter deduction ot 

exprpses in connEction n1th the transact ion . ThE 

Roue£ nill rencnbcr thot the tronaoetion nos an cx­

OE!)tionol onE • corritd throu(;h i n very spEcial eir­

CUDstoncEs . " 

/.sitEd TlhEthEr tht governrJtnt is plEdGEd to accEpt 

the c.ward "in vi£~1 of thE toot that the shareholdErs 

i n the ca.:tpany ond n:~ny other /.otriean conpc.n1Es had 

tht1r ahQrES rEquisitioned by the sovtrrotnt ot Q loso" 

Sir K1nc;¥E;; :Jood rtpl1td : "The :.nard 1o fin.ll" . AskEd 

nhethtr thE nation will bt told 11vby this conp::tn:; 1s to 

hc.vc doublE volut for its otock in eo::~porison n1th 

11h:lt tht notion actually rtcc1vcd" . ThE Chonctllor 

or thE ExchEquEr sold thot the cirellT.!stancEs wErE 

EXCEptional. ad(\ing "thE honorablt gentlEmn will 
• no doubt rt:tEnbcr thE need \1£ tltrt in nt tllt tinE . 

It ol'!owEd \IE nErt dttErn1ncd to do our utnost to 
• 

rEaliZE 
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reolize resources tor expenditure i n :.uertco .• 

Sir Percy ~rris naked on ~hooe ndv1ce the 

:;overnn ent ncted ori~innll::r in thta o.ntter, Thia 

r eference to the deol itself 1708 the Only rencction 

in the questions 1'ollow1n8 the nnnounoeoent, of the 

bitter o ttitudc given " ide cxprcso1on at the tizlc 

of the eeal (reported i n ~~e Eobass y 1 s deopatch 

no . 105 or !larch 31, 1911 :md previous d cspntcbcs 

:tnd telear~.ns) 1s. !.not hcr attitude tot~nrds t~ 

octter r ound expression i n a question b:r a la~our 

n c::.ber t1ho a skjd uhether t he Chancellor is ouarc 

"thnt t~1is stateccnt uill onuer n &rent denl or 

disquiet in vim or the f act tha t he nor1 proposes 
' 

t hat iol3 , 500, 000 norc than has bttn ac tually received 

by the Oovern:Jtnt should bE paid to tluse sh:trcholdcroo 

nt n tir~c uhen llE is <;1vlDG a. para~onlous i.l,OOO,OOO 

-t o n laree nun!lcr cf ol<l- a::;e p cnaioners?" In serious 

preaa conuent this norniOG ~~ere io o not able a~sence 

Of :my tendenc:; to hark bnck t o the bitterness 111l1Ch 
··. 

t70: f r ankly and 1'orccfull7 expressed ot the t~ or 

the drn l , the d iscussion or the nnnounocw:nt being 

;->racticnll:r confined to opinion en the fa.irncss of the 

n·,tard itself, its effect on Courtauld s !tn i'ES and on the 

f lt turc pros pee to of that cor1pany . '1\to exceptions nrc 

the D:.n.y HE::;.LD' S 
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the D/. ILY HE;~·.w•s budlint •r.u, ooo, ooo lost on 

doll~r dtal" a bill nhicb it sold Brltlah tnxp~ytra 

11ould have to toot , ~nd tht D.'.ILY i;r;:;,oa• s htadlint 
11tt1111ono or your coney" . Tht ana rd ls oonsidtrtd on 

the 11hole foir thou:;h ootu:!tntatora resnrd the s\.U:I as 

- by no r.ttcms too hi131l . Tht 'l'I:.n clty tdltor for rxanpl£ 

pointe 01.1t that "in thEir otdtt .-tnt lasutd ln Junt, 
t 

1911 thtr Court::;uld ' s dirEctor:. pu t tht 11rittcn d O\'ID 

vnlut ot, tht ODrporat'ion1 s aostta at Jl2B, ooo, ooo 
' 

--this bttort add ing onythina at all t or goodnill ; 

91 pE rcent or t h is fi~urt is )116,5001 000 or ntnrly 

J.29 , ooo,ooo. lfo specific estwatc 11aa r.~nd t by thE 

Board of tht ...,alut of t h t e;ood11111 of thE !.oErican 

buainuo , llut tht:f poihttc:l out thn t t :tt prospects 

of continuing and increasing pr osperity tor tht 

corpora t1on r~i tb tht lart;t s t ho:tt oar lett l n the 

norl~~rt rtal and substantial, and that at tht 

datt ot tbt ault an Expt naivt procr ooot ct plant 
I 

reconstruction and Expansion bad not h.~d tint to 

btar t ruit". 

Tht FD'l.l!CIJ.L.~·;s ch:lracttrhto the a11ard as 

".t'air rti thout being c;tntrou3" also pointlna out as 

dots the FIU/.IICI:.L Tn:;::s that thE oUl'l f a lls short 

of any nllo11nnces for cood \7111. 

'.'!Ill.'.liT 
.. ~ 1 
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OPfrl. Jlo. ?Sl 

l. VLIURX 

lmfl. Late on 2lat ODd durina niC)It 2lot/22nd tilbtiftl wao roa.-

1n tho central ooot.or in tho aroe or tho R!JIEISAT RIIXll. larl,y on tho .. rnilll or 

2200 •• attacked on both tho northern and oouthom !lonko. Int&ntt'Y and armoured 

unite were involv6d on both elde3. Our troope have catned cround at certain pointe, 

no det&ilt available. 

~· In tho VOAONEZll ana tho Rwlol&no rotain 

aro lluncbinc hM")' attackl &¢nat tho a.n.n brideehood o ... r tho Rlnr lXII. 

Gon.an t.hNot to.!'<~~ tho Lower llO!I baa now roached that Ri•or out or tbo llCIIi:!S. 

nort.h an4 w11t.. 

2. AIR OfWIIC!NS 

!!lf§TE!I!! P!!ONT. In t~ operations on niaht 2lot/22nd ovor SSO tons of 

bombo inolud!na 62 4,000 lb. and 137 2,000 lb. woro dropped ovor OUISBU!IG. Oood 

tirea were reported in the town and d~•ro&. 
22nd, S\lCceaatul. low level attack• carried out "by tour Boaton~ on a 

powor otat!Oft and c'-!cal wcrko in lllLLA!ID. •In acld..lt!on C!C)Itora carried cut rt .. 

baroatinc operat!ant apinot Sl"<JUndo torso to, two Spttrirlo alto inc. 

22nd and 22nd/23rd. ~ aircron opera tod .., a .. ry oa.ll oca.lo, 

ono .IU 88 obot doon by tiel> ton. 

l&Itt· 20tb/2lat. 36 boaboro attacked TOBRII:, ot&rtiftl !!roo in 

dock .-rea ..., on a ohJ.p. llinoa woro aloo l&l.d orr TOBRIII and II£R5A IIA1'RI1H. 

2lot. L!C)It boaboro and f1CI>ter. boaborl ortoctinq attacked &neiOf 

N.T · and <i&Mcod or dootroyod a oubotont'!l ~ or •!!~!!!•.:.....!!!!W!!l!!!t.-'il~WL-_:: 
ahot down and -tho or ouro lllioaiftl • 

.Ql!III. Liborlt.oro boabod ab!ppin( in SUDA IAJ ODd otartod fino on 

two ob!pe and 011 tho pier, 1 nar 11111 aloo - on - larp ab!p. • 
J61otA. ~~~- 1:22 P ••• 2lat ODd 9:15 A •• • 22ad, DiAo an- boaborl 

ODd • -bor or t!ct>tero .. ro reported. Thrao .,_ aircraft Obot dooa ...t &DOthor 

probiobq doetroyod, Two Spittt;os lliaoiftl. 
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rolloodnc 11 "''W porlod 1611> • Urcl JW,, 1942. 

1. l!A!6I& 

88 

ar•. /6 

a ••• a •• .., awtcawl ~ troa WWac .... , aDd •tozw to IL\l.TA. Durl.ne blr ... - .....,. llbe .. attaoacl 11r all al.ranft 1a aU, opit<l of •"eral _,.- - ao -.. OD \Ill -.l•-111'• ohldoood tor 8 -., - .. att.ubd 'r a -U.. ~ S Ill t.orpo4o -bon. .. .. IIU'I'CIIIll - llr 2 baoobe ad 1 \tll'podo, lllat op1a ... oopo4 c!amap. 2 0~ trca IIAPLI8 t aUIII t.o la-p\-· f-.._. t• -­•aTI be- lTJI.! ad IIOIIrll .t.rlllCA bolt. - an ladioaUGDo of a r aq'lcm of 11>11 tn.ftiC OD & lup aca1a Ia \Ill~ DMI' fla-.. Sbi-UI ol 1.Jo0D- t'I'Oa BU.B.\0 and nolpbollriDC porte t.o IIA'IIliD and BOIIIliAax -oh ba•a - ...,,lauallr inoraoaJ.nc won ~ 1a .r ... o. 
~ 

Sbipplac loaM& tor tii'R u.r- - ct ·- Darl:ocl PTorioiODOl n- tor ll>c - oncl1ac 1911>~-...::~ Ju.l9 pvo 8 INIIIt Ia AU...Uc llr O·beat<l. Till -- of 11-boa\1 1a 11>c Ul.tlntic II l.ncreeoJ.nc e.od &tt&aluo ba.., - Mdo CN _....,. bell> Ia luWnl .ltlanUc &DII U.. -ricon -· TbeN an-- ·~ ll>ct 11>1 - bu oont ~ t.o Woot Atrioan octo,... 13 atwcu 11r oartooo oran m O·boa\1 wore roportlll dur1nc wook and 20 br alroratl, 6 ottoou ...,.. prctioJ.nc. 3 or 4 Jo-n euboorSDM ""' oporo\J.nc in 1.110t.ralioa .awn and 11>1 - - ott 1ut .ll'rica. 
looporta In •-01 into OlllTII> WGIQI tor 11>8 ... GlldiJic Ut.b ..,ro )62,000 t.ono, 1no1udinc ",000 \ODo ct oil. loporte tor .r- -ted t.o 2,131,100 t.ono, 1ac111111nc tood 1,01),200 ""'"• ..,. Mt&rialo 9?0,000 \ODo, a1rorctt nhiclao ood MCblnoi'J '71, 900 \ODo. 

2. UlLl'W!X 

!PMU !1!4 lljiPt. All .,.llahb intoiWl'iM ci•OD in lloJ.lT OPT!UJ, 

lAlJJ!. War op.1oet CIIIIIA. Tbcro hal - a ..-p\ica ct F"HIIZ"' t.o 11>1 lorll>out.Ol"'"IW.GAII in SIIUOI.I ..,, oo tar ll>oft 1o aotblac to indl.cow ll>o 'l>tJiacJ.nc ct 1up ecalo cporatiODO. To tho Scull> II>& Ja- be~ ._J.otocl tholr operotlcce in CIIIIICli.IO am! NIAIIOSI ""' he will>d'rooJ.nc. QIOIIOII cJwl&OCI hMdl oovoral. tlooe loot - ..,t It - ro-cccupled b)' 11>8 Ja_.a cc II>& 1.111> JW, • n hal - reported ll>at a Ja-• DiwioiOD hao b..., will>dnaa trca C..\Nl CllliU ..,t Ito 4ootinot10D 1o at -.-t -· 
) . AIR OfWTl!ll .. 

II>& I·•~ llllol&. & \o\&1 ol,.._ J0- 111 ,,... 'r 1SO Ftcto\Oft a\-
-• II>& iiiili" ~-- lldiiC Lll8i -·=· ' . 

,_ .,.san - lblpplnc in t.bo ~ -1M Ia 11>8 wic1a1- of t.bo porto of C'D'U('.A 
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!I!Id!!l"'"!P· l.Otb. PbotocraJiba t.abD l)tll, &ltlloulb poor, ....,. 
eovere dll.Mae to two abope ill the Dwtaobo • -•· tllo '- Plota Sllop aDd tour 
other buildinl• in tllo Iarine Werko Ftted, aix or •- larao llbeda ptted at tba 
BlluMt'en. 

~· At tbe Lorraine Diotriob Worko 200 qin11 tor faat IIDtor­
botlto and 52 aoroplone ens1Jieo are r eported to b&YO boon o .. pl•talT deetrorocl. 

5. OPBRATIO!!AL AIRCRAfT 8Ail'LB CAS!IALTIJB 

Britioh 

S..boro 
FilbtiNI 
Coootol 
~ Co-operation 

) piloto ore eota. 

Krl'lpPOLIW ARIA 

In t.ht Air 

Totol 

24 
12 
4 

_L 
42 

ln!m 
lloalbora 
Fighters 

Qeatrgyed Prob!lbl.Y Dutroyod 

Totol 

Britiah 

S..bere 
Fiat> tara 
OtlleNI 

4 l 
2 _2_ 
6 .3 

IIIDDLE EAST Cinclll41n& !!ALTA 

In tb• Air 

l2 
)) 

_L , 
Total 46 

l)aeqged 

5 
_2_, 
l2 

One boabor or..,, ond tour out or ei.Jt ot o aoconcl, and eight tight-er pil ot• r.r• e.o.te . 

' 

lloalber o 
Pightera 
111acolllllleouo 

Totol 

Deotroxod Probably P••trqyod J)!!mnpd 

' 9 
ill.. 
l4 

9 
26 
_L 
)6 

Ot the Clbov~ totol ) wore dea trorod 'to' A.A. 

IIO'I'Ea lo accOUDt 11 t.Ue ot .,.., aircraft cleatr.,.ocl on tile &round 
in QD,)' \b'eater or ot Britieb lan.l. .e...ratt ca....U.tioa. 

6. HOllE S!lCURm 

Sou doaoce to Bottwan•a (114ll Boarillco) one! lorconi Works at 
CIIELIISFQIU), !atitoatocl o1Yillllll C48\lll.ltiaa tor wool< oncl1ng 6 A.ll. 22Dd, ldllocl 17, 
oor1011a1¥ •ounclocl 26. 
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JOLT 16-23, 1942 

THE WAR THIS WEEK 
The German offensive in southern Ruasia baa now split 

into two distinct operatioll8-a drive down tho Don toward 
Stalingrad, and an encirclement of Rostov from three sides. 
Meanwhile, in the face of strong Soviet oounterattaoka, the 
~ have with di.fficul~ held the northern anchor of 
the offensive, the Don bridgehead at Voronesh. Despite the 
IWeeping character of N&li suc0888e8 in general, some obser­
vers believe that the Germans may soon bring the first phase 
of the campaign to a close in the intereste of ooneolidation. 
Ti.mei.sacritical factor for both sides, and the German offensive 
baa now ooDJIUDied more than a month of the fighting aeaaoo. 

The general view persists that in Egypt Rommel must 
abortly resume the offensive or move back to a poeition where 
his supply routes will be less vulnerable. Latest preea reports 
indicate a fresh Driti.sh attack which may impel him to adopt 
the latter oourae. 

Advices from Vichy portray Laval as losing ground both 
at home and with the Germans. Our cbarg6 d'aJJaires at 
Vichy believes that German aetio.n in support of Doriot or 
an openly Nazi orientation of the Laval government may 
soon precipitate a crisis in the relations of France and the 
United States. Spani.sh troops are moving to tho Canaries 
and Moroooo, it i.e reported, and eoon nearly half of the 
Spani!h army will be overaeas. On the other band, Franoo's 
mart. reeent epeecb made no fteBb promi.ses to the Axis. 

1 
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In the Far East, the J apaneee have been wit.bdrawi.c 
troops and yielding some previou.sly occupied areu Ia ie 
Chekiang theatre; and they have been developm1 u.ar 
positions in the western Aleutians at heavy ooet. In M.e. 
churia there is no significant freeh evidence of J..,._ 
preparations, but military authoritiee now believe that ID 
attack in eastern Siberia in the next few weeks ia likely. 1u 
India, finally, Nehru has expounded the Wardba resolution 
as demanding an immediate extrusion of British rule after 
which the n.ew India would welcome the aid of Allied ~ 
forces. 

~ Facu E-ncirclement 
With the Russian admission of the loss of Voroehilovgrad, 

it has become apparent that the Nasis are already closin& iD 
on Roetov from the north and east. One attack has probably 
pushed south from Millerovo to Kamenak, where the maiD 
Moecow-Roetov railway crosses the Donets river. M<*lOW 
now acknowledges that this thruet has reached the area ol 
Novocherkassk, only 20 miles from Roetov. Farther eul, 
an?th~r drive has apparently turned south (perhape ai 
Migulinsk) and pushed across the Roetov-Likhaya-8taJia. 
grad railway, striking the Don near Tsimlyansk, far below 
the "great bend", and above the point where it is joined by 
the Donets. This laet operation has probably cut of tba 
def~ders of Roetov from direct rail communication wi1b 
Staiingrad. Furthermore, the Germans now maintain IJJal 
advance elements of this attack have c~ the lower Doa 
and turned west toward Roetov. 

Meantime, the Luftwaffe has been bombing Roetov frolll 
the w~, and, according to German reports, has destroyed 
the bndgee over the Don. Simultaneous ground attecb 

2 
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from the wee~ne toward Roetov and one toward Likhaya 
(largely consisting of Italian troops)-now threaten to cut the 
bulk of Timoshenko's army into three parts. Two of ~ 
groups those defending the triangle between the lower Don, 
the lo~er Donets, and the Rostov-Likhaya railway, have 
fa.ced encirclement for several days now. In fact, the re­
ported Soviet landing behind the German linee east of Mari­
upol probably represented an effort to relieve Na1i preasure on 
this triangle. Some of its defenders may already have with­
drawn to safety. The third group, the troops south of the 
Don will doubtless retreat southward to join the Army of 
the Caucasus-unless the Germans move sufficient forces 
across the river to intercept them from the east. 

TM Nazi Timetabk 
"Slowed only by rainfalls," the eastern phase of the Nui 

offensive may now have progressed down the Don as far as 
Yelllll8k, again&~ what appeare _to be fairly weak R~ 
resistance. Some observers believe that the Germans will 
now drive straight for Stalingrad without waiting for the 
fall of Rostov. Others maintain that difficulties of supply will 
necessitate a pause for consolidation and regroupment before 
the N&lis try to establish a bridgehead at the great bend of 
the Don. 

In any case there are certain signa that the German 
offensive may be slowing. Allied air observers suggest that 
the Luftwaffe may now be experiencing difficulty in moving 
forward with the main offensive. Russian reports of the 
number of planes shot down during the week of July 12-18 
confirm this impression. During this period, the Soviet 
communiqu6! claimed the destruction of 217 German planes, 
admitting the loss of 136 Russian aircraft. Compared to 

IJ 
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Soviel claima for the previous week, theee figures indicale 1 
decline in activily of about 50 percent. 

The reduction of Rostov itself may be a difficult operalioQ, 
and any delay in the progress of the German offensive cau 
scarcely fail to be of importance in a campaign where time and 
space are the prime facto.re. From the beginning of their 
large-sc&le offensive-June 22-the N azie had about five 
months in which they might hope to complete the destruction 
of the Red Army. Already they have spent one month on 
the current phase of their offensive-a phase that may not be 
over for many days. Moreover, despite the succeee of tbe 
German holding altack around Rzhev, there has not yet been 
any indication of a major offensive anywhere north of tbe 
Kursk region. In other words, about two-thirds of the 
Rostov-Leningrad front is inactive. Yet Allied obeerven 
are almost unanimous in maintaining that the destruction o1 
the Russian army in the Moscow secto~timated as includ· 
ing perhaps 40 percent of the Soviet forces on the Eastern 
front-would be the only way for the invaders to reach a 
clearcut decision tbie year. 

The Rmllian Pollititm 

FinaUy, there is some evidence that up to now the Russiw 
have not been losing men and equipment at the asme critical 
rate as in the great German encirclements of last summer and 
autumn. According to one British source, the Soviel armies 
have followed a new policy of withdrawal after a relatively 
short period of active fighting. Such a point of view 6.oda 
confirmation in the comparatively small number of ptisooen 
t~t the Germans are claiming. Of courae a successful eo­
CU"clement at Rostov would entirely alter this picture. ADd 
the faU of Stslingrad would severely limit the reinforeemenw 
that the Russians could send to the extreme south. 
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Even the capture of St.alingrad, however, mighl not en­
tirely cut off Russian rail communication with the CauCSIIII. 
A reliable report suggests that the Soviets have completed a 
railroad running along the west shore of the Caspian Sea 
from K.izlyar to Astrakhan. Here, the report states, there 
is a bridge over the Volga which links the new railroad with 
a line running east of the river to join the main Russian net 
at Saratov. 

Aclitm tm th$ Egyptian Front 
According to press repor ts a battle is now under way in 

Egypt in which the British are striking along all three aectors 
of the front. This attack is still in its preliminary stages, 
but there is the possibility that it may develop into a major 
action. 

Prior to this attack the desert stalemate bad continued. 
Beth sides had established front line defenses behind which 
they withdrew the bulk of their armor, and the week's 
activity consisted largely of patrols, raids, testing actions, 
and sharp fighting for the control of ridges in the northern 
and central sectors. Contrary to press reports, last week's 
fighting in the central sector was not a major engagement. 
Observers note that both sides directed their attacks against 
opposing infantry, the British perhaps hoping to force 
Rommel to withdraw his annor by whittling down its 
infantry support. More than 4,000 enemy prisoners were 
taken during the week following July 14. 

Allied air forces have been giving cloee and effective 1111pport 
to ground operations, in addition to continuing their attacks 
on enemy supply lines, ports, and airdromes. Tobruk has 
been especially heavily bombed. Although targets have 
recently been more dispersed, it is stated that in one day 
Allied aircraft destroyed 23 tanks and 59 artillery pieces. 
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Light unita of the Royal Navy have three times retllllled to 
shell Matrub, which Rommel is using 88 a forward depot 
supplied by coaeta1 shipping. During June there 1118 
marked increase in the rate of sinking of shipping ~ ~ 
tween Italy and North Alrica. 

Opinion a& to !he Next Turn in the Battle 

Military observers have felt that the stalemate could not 
continue indefinitely, that probably within a fortnight Rom. 
mel would either strike or be forced to fall baok to poeitioos 
where his supply lines are less exposed. T he key question ia 
one of reinforcementa. Auchinleck has received and is 
ex~ting further troops and armored equipment, and is 
believed to be numerically superior in men, tanks, guu., 
and planes. 

The Axis has probably been resting and regrouping ita 
forces behind its forward lines. There is some doubt aa to 
whether large German air or land reinforcementa are avail­
able for Rommel, in view of the unexpectedness or hia 
advance into Egypt and the size of German commitments in 
Russia. A limiting factor on air reinforcementB may ~ 
be _lack . or fuel and servicing facilities in western Egypt. 
It Ill believed, however, that Rommel has received some air 
replacements, and that several thousand Germans will have 
~flown to Egypt by the end of July, in addition to Italian 
reinforcements arriving by boat. Rommel's supplies apJlllll 
to be adequate, and his efficient tank recovery system may 
have established a tank reserve. 

~ports or Axis troops moving into the Greco-Aegean am 
pe~lSt, and some obeervers continue to speculate abou~ 111 
~ at~ck on Auchinleck's weakened Syrian flank. No 
s•gns or •mmediate preparations for such an assault ars evi­
dent, however. 
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Near Baatern Tenaiom 
The Nesr East continues to be relatively quiet. Obeervere 

feel that the Egyptian king and his people will continue a 
cautious policy pending a decisive turn in the battle. In the 
Lebanon there have been minor bread riots, apparently 
inatigated either by local interests or outside agentB. At the 
same time the government of Iran is reported to be frantically 
trying to locate wheat supplies to tide over the critical period 
between now and August harvests. Meanwhile Rashid Ali, 
the exiled premier of Iraq, was received by Hitler and Ribben-
trop, according to a DNB despatch. 

In Turkey it is expected that Numan Bey, who has been ,.• • 
very cordial to American representatives at Ankara, is to be 
appointed foreign minister, as soon as be bas been elected a 
deputy, as the constitution requires. The Turkish govern­
ment, also facing a critical wheat shortage, bas raised by 
50 percent the prices it will pay for cereals in 1942. Ship­
ments of wheat are to be given first priority, even ahead of 
war material. The Nazis are reported to have promised 
Turkey some badly needed rolling stock and locomotives, 
despite Germany's own tight transport situation. 

Laval Lo$ea Ground 
Laval has lost considerable ground in recent weeks accord­

ing to the American chargtl d'affaires at Vichy. While alienat­
ing elements in France by his expressions of hope for a 
German victory, Laval bas in large measure failed to satisfy 
Nazi demands for collaboration. The German army and 
the SS are said to be backing Doriot. This situation bas 
already brought about a new understanding between Laval 
and ~t, whose Raamnblement Nalionol Pqpi.IUJire now 
supporte Laval and may join Laval's Legion. Our source 
feels that a crisi8-even a rupture-in Franco-American 

7 

Regraded Unclassified



SroBI'Il' 

relations may shortly be precipita~, either by 0er..a 
action in support of Doriot, or by an openly Nui orientalioo 
of the present government, springing from Laval's ~neeiouJ 
desire for power. Continued German victories will teDd 1o 
aeoelerate this tendency in France. 

One of the principal German complaints is Laval's faihn 
to produce more than about 20,000 workers in the cuntnt 
campaign (despite larger Vichy claim& to the contrary). 
Labor consoription appeare inevitable and Laval is said to be 
preparing already to draft eome affeclb apkiauz. 

Minority groups in France are being made the eoapefl&ta 
of Laval's policy of collaboration. He eeema to be~ 
with the Nazis the idea of sending as many as 100,000 Spanish 
Republican refugees from France to work in Germany; and 
many of those who have already departed were unslcjlled 
Czechs, Poles, Belgians, or Norlh Africans-only a 8111&11 
f recti on consisting of skilled French workers. RAmewed 
demands on the part of Rome and Berlin for the return ol 
political refugees from France are reported-de1IUI!Id8 lA> 
eome of which Laval has already yielded. At the same lime, 
the situation of the Jews in }"ranee is becoming worse u 
day. New restrictions against their appearance in public 
places have been followed, according to one informant, by 
an order that eome 15,000 Jewish males be rounded up for 
work in eastern Poland and western Ruasie. 

Bastille Day brought forth widespread demonatraUool 
throughout the unoccupied zone. In Nice it is reported t.bat 
about 4,000 participated by singing the M arseillaiu aod 
shouting "vive de Gaulle, vive Ies :€tats Unia, vive I' Anile­
terre," while from other cities came word of demonatratiod 
with great crowds shouting "down with Doriot the traitor" 
and "down with Laval," according to unconfirmed repori& 

8 

• 

SEOillll' 
German In,JI~ in FrtMh NorlJ& Africll 

In Casablanca control of commercial v~ ~ving in the port bas been initiated by a German Comm1won, whose 
"arbitrary" manner in exercising the oont';Ol is reported ~ be 
causing considerable annoyance to ship officers. Vtoh_Y 
defended its action in mee~g f:be German ~em•nd~ for ~ oommission by stating that tt W18hed to avotd any difficultt~s 
with Berlin that might imperil the "important". eoonoDIIo 
agreement with the United States. At the.same f:UDe mate­
rial drawn from intercepted letters reveals tncreasmg!y oloee 
control of all movements in North Africa by Axis pereonnel, 
whose numbers seem to be steadily growing. 

Spain and Portugal 
Reports indicate that Spain is planning to send at least 

25,000 troops to the Canaries and Morocco, of whom more 
than 1 ()()()have already left. Wben all present troop mov&­
ments ~e oompleted, almost half of the Spanish army will be 
overseas. At least one observer believes that the program 
is German inspired, for the purpoee of closing the Straits and 
seizing Casablanca if Egypt should fall. . . . 

On the other hand it is apparently believed tn Ltsbon that 
tbe Axis does not in~d to draw Spain and Portugal into the 
war. Portugal bas nevertheless had to accede to Ge~an 
restrictions confining Portuguese shipping to the Uruted 
States to the port of Baltimore. Franoo in turn, in a ~nt 
speech a.nnouncing elections for the new Cortes (the maJonty 
or which will presumably be s~.oo&es) , attacked outw:orn 
liberalism and cited Bol.sheviam aa the great threat againat 
wbicb Spain, if necessary, might again c~e. But .the 
Caudillo avoided making any promises to Berlin and praised 
Spanish neutrality, adding the warning that Spain oould 
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raise an army of three million men. His position fitt«<llle 
general policy pattern that seems to prevail in the Latin blot 
-P~tain, Franco, Salu.ar and the Vatican-a policy ot eo. 
eervatism and non-belligerency looking forward to a ~ 
tiated peace, after which the bloc would emerge as the COIJn. 
terweight in Europe. 

·- JapaMU Withdrawala in Chekiang end Kiangn 
In China it now appears that theJapaneeearein the proo. 

ess of relinquishing at least a part of their recent gaina iD 
Chekiang and along the Cheki&ng-Kiangsi railway. ChUD«­
king announces that Chineee troops have reoccupied eevenl 
cities along the arc which the J apaneee had extended through 
Chekiang Province-Chien-te, inland rail center southnt 
of the Japaneee base at Hangchow; and Jui-an and Ch'ing. 
t'ien, in the southeast. The Japanese evidently still bold 
Wenchow at the southeastern extremity of the arc. Cbineee 
troops, according to Chungking, have also recaptured Heng­
feng and 1-yang in Kiangsi, thus regaining at least temporary 
control over a fifteen-mile etretch of the Chekiang·KiaoP railway. 

Japanese withdrawal of forcee from these areas is the chiel 
explanation for the Chinese successes. Chineee reports iDdi­
cate that Japanese troops taken from the Chekiang-Kiangsi 
sector are destined for service in Inner Mongolia or MID­
churia, although there is also some possibility that the Jap~­
nese may be simply redistributing and reorganising their 
troops in China, perhaps preliminary to a ~ 
Changsha. ln Central and North China, three independelll 
brigades recently were expanded to divisions and a reorgani· 
zation in any case appears to be already in p~. 
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Optimutic Note in Chi= . 
The slackening of Japanese preesure and the bombmg of 

Bankow and Canton by American air forcee ap~ to ~ve 
added a mildly optimistic overtone to current public oplDion 
· Chungking. A member of the Chinese foreign o.ffice is 
:Jiably reported to have said that popular belief i.n eventual 
victory is !IS strong as ever, and th~t talk of a n~ot1ated peace is absurd. There is a strong feeling that China needs more 
help, particularly planes, according to. this o~cial, but even 
if China fails to obtain these, she will contmue !IS bef?re. 
lnOation and military defeats have not been ca~ of partlcu-
1 r anxiety and the Chinese are fully expectmg that the a ' S'be · Japanese will soon attack 1 na. 

Nehru Ezpl4im the Wardha Re8Qlution 
1n two interviews with an American representative at New 

Delhi, Pandit Nehru has made it abundanti~ clear tha~ the 
Wardha resolution of the .Congress W~r~g Com~ttee admits of no compromise Wltb Great Bntain. Even if the 
British should grant the demands put forth by the Congress 
at the time of the Cripps mission, it would not be enough, 
Nehru believe&, aince thoee proposals we~ me~y a tem· 
porary expedient in the face of the Japanese mvas1on m~ce. 
Furthermore, aince that time, Indian hatred for the BntiBh 
has increased greatly, Nehru declares. 

This hatred in the Pandit's opinion, threatens to mak~ of 
India. another' Burma, inasmuch as British policy is creating 
pro-Japanese sentiment all over. th.e "?untry. The only 
way to stop the growth of this feeling, wht~h Nehru ~eplores, 
is to launch such a campa.ign as the Working .eo=ttee has now proposed. That is the ethical justification for ~ move­
ment which, viewed superficially, migh• seem to mterfere 
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with the Allied war effort. In any caae, Nehru conalllda, 
'he campaign would interrupt war activities only brie!,­
since ita resulta would not long be in doubt. 

Concretely, what the Congrel!ll demanda is the fonDAtion of 
an Indian provisional government by representatives of all 
parties. In turning over their powers to this gove111llleDt 
the Viceroy and the provincial governors would be obliged ~ 
withd.raw immediately. Minor officials, however, would 
remain, and their removal would occur only gradually-to 
obviate the dangers of a. sudden administrative revolution. 
The new Indian nation, in Nehru's view, would assume Brit­
ain's obligation to the princes. But an upsurge of Indian 
patriotism among the inhabitants of the native states would 
probably soon force the princes to join the new union. A! 
for tbe Allied troops now in India, a. free India would no~ 
demand their withdrawal, but on the contrary would weloome 
their aid. To tbe commaoder-in~hief of the United Nations 
forces tbe provisional government would give unatinted 
cooperation. 

The Pitjall8 of Pakisron 

As for the Moslem issue, Nehru declares that the Congresa 
leaders can reach an understanding with Jinnah in two days, 
if the British do not interfere in the negotiations. Such a 
point of view is similar to that of Gandhi, who feels that t.be 
withdrawal of the British should prooede a Hindu-Moelem 
~ttlement; 80 long as the British remain, they will be able to 
p1t the two communities against each other on the principle 
of "divide and rule." 

~~. ?n tbe other hand, fears that an abdication of t.be 
Bntisb RaJ before the establishment of Pakistan-a separate 
Moslem stat&-would mean that the Moslem minority would 
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be at the mercy of the Hindus. According to Gandhi, 
however Jinnah has failed to reveal just what he means by 
p~. An American observer on the apot su~ta th~t { 
this vagueness is an intentional maneuver. Pakistan 18 \ 

essentially a bargaining point, and Jinnah cannot be expeoted 
to reveal what it really implies until he has extracted .t~e last 
unce of concessions from the Congress and the Br1tish on 

~his issue. Furthermore, he is probably not anxious to dis­
play before his own followers the economic drawbacks of the 
scheme-that is the separation of such deficit areas as 
Baluchistan th~ Northwest Frontier Province, and Sind 
from the ~tral government of India, on which they are "• • 
financially dependent. 

In short Jinnah can be relied on to oppose the Waodha 
resolution ~t and bmnch-i!ince it calls for an immediate 
British withdrawal prior to a Hindu-Moslem settlem~t. As 
for the British, confidential advices suggest ~t the V1ceroy's 
Council will take no action before the meeting of. the All­
India Congress Committee next month. Meantime, the 
Viceroy has apparently referred the whole issue to London 
for decision. · 

Significanu of Brarilian Got~emment Changu 

Colonel Alcides Gon~vea Etehegoyen has no~ re_Pia~ 
Felinto Muller, recently removed as chief of pohce m R10 
de Janeiro. Colonel Etehegoyen is a popular Army off:icer 
whose sympathies are definitely pro-Ally but whose preVIOUS 
career has not brougM him into the public eye. 

This is one of a series of recent government changes. 
Two members of the cabinet have resigned-Lourival Fon~, 
as minister of press and propaganda, long knom;t _for his 
pro-Nazi sentiments; and Francisco Campos, as mJD18ter of 
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jU8tioe, who is also pro-N ui. .Major Coelho doe Reie 
ha.s the former poet, while the latter ha.e been •·-• ao. 
porarily under the jurisdiction of Marooodee p..._Filho IIID. 
minister of labor. • tile 
~. geoe!al it is .felt that these changes notably benefit 

0111 
po~~oo m B:azi!, although there is some diBereoce or 
opm1on regarding the new minister of preee and propaganda. 
Alth~ugh it is sai~ that Aranha approves the choice, !Jle fact 
remams ~h.at MaJor dos Reis was the former right hand llllll 
of ~e IIUilJ8ter of, war, General Dutra, one of the memben o1 
Presid~t ~argas cabinet who long opposed the ooopeza!Q 
of Braail w1th the United Nations. 

ol 
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APPENDIX I 

STRBNGTBBNlNG TUB GillMAN WAR ECONOMY 

Durioa the preMnt year the Oermant have curled ou\ fUndam.eatal cba:Drpl 
atrecUna economic output, orpnlaat.loo, and eontrol, acoorcUnc to a ttud)> o1 tbt 
Economl"' Dlvltlon m&do In ooll&boraUoo with tho Ceotnll Euro.-. Soclloo or 
tbo ()fllce or Strai.0$10 S.rvl.... Th- ohoopo hove como cradWIIIy aod UDIOD• 
aadon1.Uy, but taken t.opt.bcr tboy form t.be most. llpJ!cant mutation In tbt 
Gt.nnan economy alnoe l·hl war bepo. lmpelllns reuou were the mllol.rrlap 
or pi&., In RWII!a and tho enll'l' or the Untied &lata Into the .. .,., whlob bu now 
tum«! from a oorieo of tho~ umpa(JDO-Inlmpened with porloda ot -oomlo 
reeupen.Uon-t.o &D endurlns ootlft.le-t. 

Mupow.,. Ill~ hove preolpllaled the obaopo. The minimum pi 1o 
p1'f8UIDiobiJ' the maJnt.oD&J)OI ot J)Ml. output, even in the f-.ot of a .,., d.rlh on 
lnduotry or two to lhleo mDUoo meo to roplaoo loooeo oo the llaNm l"roa'- A 
mulmum plmfabl aim to ID<.- production for a ...,. oo two f-la. 

The ,._.,.. wen uodoubledlr refke& a - ~ o1 -lo 
1\raln, &ad they will loavo ao appredable olaot Ia the German_.....,. It tbty 
pron aueoMitul. But no bull ut.t.. for cooelu.d.loc that the Nu1 flCIC)Q(IID,J rDUI&. 

- ~lapoo, or .... tho& the .,._., ..... or tbe peal< elf em wllloooo ... radueod. 
Future dfortoto obtain rt.U,Iarp ln.,_ In oulpU& wDI .-.!17 he ooo&aed 
to European areu outtlde &bo Reich. 

Theee cbanctl have been accomp&.nSed by no noteworthy evtdenoe ot frlotloo 
amons lhe throe ehklt po••er.wleldln,g groupe oonoemod. Tho Na1l Party. ln 
eJccu\lns tho eoonomlo reor~anJ&Atlon program, baa retained and ooneolldatod 
ita position ofloaden.blp, but 1\. appcafl tlao to have reoe.lvod the full oooperaUon 
.nd eup()Ort or tho anny and the lnduatrlall.ata. 

Pi11e CotqoriN o/ CAo~f" 
Tbo meuureo laton fall Into ave mala oale$0rieo deoiJn«< (I) to lncreaM 

eftic.iene,. and produotlon t.o tbe armament.lnduatry; (2) to m&lnt.aln output; with 
a reduced Iaber Ioree In baololnduoll'l' and olrill&n maoul .. l'*"; (I) to olmpllty 
admlnltLraUvo orcanlaat.lo.o and proooduroi (4) to coordinate alllabo,....vlna &Dd 
reorultlnsaod.ttloo; and (I ) to oo ... rve food otoob. 

AJI'Ieullunl, whleb wu o.ll'ead.1 hiJhlr cenlralbed, dOM not appau to ..... 
beta tbe aubJec-\ ot IPI!tdal a ttention, althou&h attemptl ha.-e doubt.lell bet:n 
made to u.or- tbt oupply o1 prloonen and olber rorolp labor uoeclln tbt­
lAo& April'o raduc\loo ID raUooo probab!J< rdeoled the falpnebiUty o11n..-aa 
food oupplloo wilhla &he aut ,_. 

I . ftc ATM4...,..1M..,'II 

Ad"'i"iCtctti'N CoNrol. Varioul meMUNI over a period ol tb mootbl ba'H 
broueht tho .......,.eollnduotry Sa.U, UDder lulloonlrol of lho newl1 appolol4d 
Mialoter or Armameolo and MuoiUono, AI~ Speer, lho ••-• 10 Todo and 
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a lniR4d po.rt7 IDOIIIber. One of 0.. -~ tmd - llplt-t 11opo Ia 
dlreetloo wu Wtll wbeo 0.. "Clonal Annameo~ {llOJIOOiloa a..._ 

111111 
1111 

m•o>' Comm•odo, for1D<fiJ UDder ~ So- CoauDADd of \lie U.., ..... 
lnwfemd lo 8peer'o Mlnlmy. 8- &lao bat - - ~~~~-' .... 6old of lobor. The Important labor "Comb!nJ-out" Commlooloao ~ 
loo) operato u.oder hit autbor!IJ. Porbape moot alpi!Aoant ot all ltlllo 
tnUon and untflcatloo ot oontrol over armamegt. prod.uotkm. aooom~ ~\Z. 
•U.bllohmoni of oommll~ of *hnioal experto (Ha~piautcbllllo) fot IAoh <I 
tho major armament product.. Th- oommlt~ are d01lpled to baiUio .,

0111 to nallooallao production and to ... that toohnloal information 11 a~ 
bolw .. n planto. They ""' coordinated by a now Armament CouooD, llld oil 
operate under 8peer'1 dlreetloo. 

Conlrod 8fltltm. A new oootr&et eyatem tor &r'tGameott Item. bl.t btiD 
loatlt.utod, favoring eompetltlve pr!-. Formerly, a relall•el¥ unro&Dod.....,. 
or the "ooet-plualf principle appean to have been ueed. Under lhe DIW.,..., 
all produo<lO of a pven artJele oro ~usllled Into not more tban ho 1"011110, blood 
oo nlaU•e eftleleoc7 u reflected JD CIOI't.l of produ.o&Joo.. A u.aifonQ pn. 11 
6aed wlthiJ> oaeb poup, 10 lbat tbeno eaa bo from 046 1o &vo I"'UP pr1ooo for 
evory armament fUm. The unllorm pri"" Ia dotormlned bytbo - ot proQo. 
lloa ot a rtlatl•ely o!!dent 6rm In eaeb goup, b4Doo 1ooo ellloleat &rwii.­
I'WP f ... liwl>IY curtailed pro6a or finanelal looo If tbay do - .._ ow. 
- The fate of ftrmo wbleb ~tJ1 pcoduoo at _,. bieber ll>ao .., 
group price Ia DOl known, alt.boup tba aUernatlvee would eeom 1o ba bonaopoq 
or being elooed doWD. 

A tur1.bor lnceoU•e to efficient productloa it provided by makl.aa fl. adnDa. 
goouo for -- lo move up 0.. aoale to Oro<Jp 1. Firmo In tbia crovp"" 
notoubJeet to lhe ex- pro6to tu, 8Jld lbey oro 3ivon priority wl<b rwpoe1 to 
laboT &od mat.erilla. 

11

Prottct/on Q/ tAt Armomtm IMu.at,.,.'' A decree of March :u, 1042 .,for U.. 
protoeLion or tho &rmament Industry" ln.,_ the peoalll01 (lo Include doolll) 
lor any ~rtOn who make. Incorrect IJtatemeotAI reg_6tdln3 noocLt tor manpo,. at 
auppUee of f~Mentl&l raw ma.terlala aod machinery, Ezoeealve reque.t.a-udo­
lpatlna eu11 by the AlloeaUon Boarda-appear w bavo booome all but W!J..,.., 
WhUe tho deere$ doee not constitute a new approach, the penaltiN u. mtft 
eewero thAn formerly, and clearly are designed to tJfht.c.n admlniltratlwe coauol. 
At the a&me time, an errort la made to end tbe " pe.per-work wu'' wbkb had 
f'fiiUJt.td from tbe mu,u&l d.lttrul of buainell and 1overumeat&l bureauC!I"'da 

•. ow,w ., S..i< t.d""'» 

a.-o~;.. of Prodv<tioo. In boaic lnd...uy tmd oepoclallr Ia ci..,. 
mlllllfaeturo wbaro U.... lo eztonolve idle plaat ca~ty, "' lntonod&ed o«orl ~ 
baina modo to .. ...,..,.,. Produetlon &!DOng~ moot oJI!oleat produoera Oao­
ooatrotloo of produetloc bat long boon a part of Naal -oomlo poiiCJ, belt 1111 
now - for ....,.,. .... bao 3i•eo It impetu. Naal leaden olll tba - ol 1111 ::-=c. lodutt.ry, whero output per wo-rker per day varl11 bttweea 4,000 pd 

,t " ..... , lmall-ooaJo produoero and oorlala rao11Hoale and blabl7 .....,.. 
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olaedez- 87-....U... produetloe 1D tile.._, ibo7 polat out, tile •-boo 
of wor!terof'ZDPioy..:llo tba lndllllr7-bored-b112~(12,aCJOtot,IIOO). 

Tbo ~Ind...,·- a-~,._ -plo. 410 IIIIa­
ooeditl- probobiJ -to ......., -·=rl aoodo lnduolrioo, _plo,_t 
alroad1 baa boo• reduotd .. a low ...... n .. probable tllel. tile actual •rilll .. 
manpo- in t.bll ...., of tile eooocay will ba omal1. b beevy Ind.-,., tbo 
IDOTO elllolenl ftrmo probobiJ ... preduelng at ...,...tty already. a ........ 
int.eoai6ed ellort.o 1o oonoenwto produetlon In 0.. moat ellleiant plaato doublleeo 
will eoooomlle eome rurt.her ma.apower. In addition, \be loo,..t.enn ~ of 
ft.oaoc:l&l em•taam•tlon a.od oomblnatfoo ot larp OODCII'DI leeml to be DlO'fiq 
mote rapldl.r, botb lo Cierm&oy and, uDder Oerm.aD oootrol, onr moet ol the 
European Cootlnent. ln many - lblt de....,_t - tba wa1 for 
actual pbyoloal lnlopaUon of formerl1 lndopendent unit. and alml, therefore, lo 
opeed up tba- of ooooenwllon. 

3. Si,.pljJ<djioo of &oftolllie 81Midurc , 

M .. i•ill""i" lllocAi-r. lllmpliftcalloa of lbe admiaia\ratlve maeblaery fO< 
COlltrol of prlc., ...,ktll, raw material .n-ttoa., tmd otber ..,en~ ~ 
aetfvitlea It upeeted to I'WIIL Ia lnereeeed «<lloleact tmd a •rilll of --· 
EDling uade orpnbatlooo, oarLelo, 0:0<! oyndic:aloo for omalo lnd- oro 
....,, abollobed "'" tbelr plaoo .. being Woo by lleleb Aooo clt tl- e­
n.~..,_,. 1"be fuctkPI» of lheM -.odata. are far...-w+'na: they rtplac.e 
"market oondltlooo" by drawlnJ up produetloe and import plano; Oliabllob -
quot.u• as prioee· and lA eome ID.It.NI011 Nve t&keo over t.be a1locaUoD o1 raw 
ma~orm~ly t.bt haoedoo or t.heB..i'cbdt.Ucn. 'l'hes.tob Alloct&tt.ooa.,.. 
deelped to form t.be nucJeua tor tbe European poe;t..war eoonomy, and In a few 
cues aeem al.ret.d7 to bavt extoodoc.t their lnftueoCI8 over alllecllDdtl.ltJiellD oocu· 
p£ed e.nd 11frlendly 11 oountr-. 

While the ~nnao p,_ baUt 'he reorganization aa an lncroua lo MU-admlo· 
i!tration In tnduiJtl')', polnUna t.o tho fAct. that. tho bead& of tbe MIO<Iiat.JODI aro 
ktdlng l.nduatrlallat.a, t·hMO bJ&b ofJ\cJata nonethelw muat. be approved by Naal 
runcUonarles. The UIOe.IAtlol\l ACtually .uo ad.mlnlttrativo lDRrumen&.t dlllped 
to carry out ttat&-det.ermloed polloy. 

Dwccut in OOC'IN\~~ttnl Pcr~.tntMl. SimpUfteatJ.on of admlniltratlon, and 
reorpni&AUoo of tb• oompllcatocl•lru~ure of lnduat.ry and trade orpaJ.uUoo1, t1 
expected alto to reUeve the onrburdened Ocrmany bu.reaueraoy, who.. ptrwOnoel 
bat boon out about 40 -t by bea•y clrafla for oba anDOd fo..-. All poet.. 
...., plannlnK aoc1 admlniatratlvo aeLI•IIIoo notdlreelJyconoeeled with tba ooodocl 
of tbe war ban oeaaed. In ocldllloo,lt lo apoctod thai tbOie ebanceo wiii.,..Uy 
reduee tbe amoun" ot ot.Un1 paper.work. lo ao far ae tbey elimta.at.e dupllcl.llon 
of·- aoc1 overlopplaa funetl-. Tho ..Wt will ba relief fO< tba _ .. 1 
of both lnduair7 - ao•-t. 
4- M,..vru RMII"f lo Labor 

c...roli>OIIoo of Labor Cotol.-.1. AdlalnlatatJon of labor bao bel• fureber 
... lrolliod UDder Frlta Sauckel, former poltJ <h.ul<iin of Tbw!ngll aod bleb 
SS ollioer, wbo wu aJ)poloted Oom.m.*looer Ge:oeralfor Labor Ia ldarcb, JN2, 
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1o -k Ill c1oo1 -pe"'lloo with Spoor. He It obarpcl with the "-Woe_. 
o1 -• rrom loduRr7, eod will be requirocl lo relat.e thlo p,_ with-., 
1o ra1o0 llldottlill ellleleooy Ia such a way tha~ procluoUoo will OOl ..... a. 
fo 1110 eljiOIIIOd 1o obLIIo iac.-cl aupplieo of labor !rom d-., aod ,.,... _,__ 

&ucktl hal .. rloua opaclea •~ bia dfo.,_J. H• baa a ppclol.ed the liNd Pa.t, 
Oatdftl.u• t.o newly croated poe:t.e of Oov Cootrollen ot Labor AllooaUoa, &o aa 
., bit wat.obdOSJ a.Uko ove.r ofllclall, busineetmen, aod workett. Ex'-Una o,.... 
toaUooo deal loa with labor problema bave been plaood at bfo dloJ)OMI, acd tMoia 
lntenelvo c&mpt.l.gnt to recruit DO:,.:!orken and epeed up product1oa - UDder 
way. Compulaory method& or .., • ...,u.menl al"'adY .,.. belna latrcduoed Ia 
oert.aln of tho occupied eountrlel. aod theM meuuroa art llkel,y to be etlelded. 

8. Co...-i<>• •I Food Stoth 
R<dlldio., In Roli<>M. O.nnaay eo~ the war with ao elaborate acd bfc117 

O<pD!aed aarlcullural eoo~ ....,baafom, """Win& Ia tba Reich Food r.c.o. 
(Rd<An4~rHoftd). Thlo eotate, .. tabU.bed u early u IIIU, ftl\llatol '"'7 
u pect of aarleultural prcduetlon aod diotrlbutloo. Tbe Ot1ly -·• ...., 
alleetiDI tbla eont.rol .-banlom wu the ,_.,, roplanemool ol 1,. diJoM, 
Albert Dom, a party member U... 1~, by Herbert BaeU, a ro,_, e....., 
of State. 

n&hi40!D8 up !albia Retor look the rona oa April 6 of oubataatlol ,.d­
In the food ~... li wu appareal that odmlalotrathe cbaopa "'- -
- a< tbla U- romcdy the food problem. E&rly lacllcaUODI ol poor ...,. 
thrcuJb IIIOft ol Elurcpo and tba lalluro of plaDI to upaod aarlcultural oolp:l 
lo the European ..- nutolde G.rmany aoem to bave provtdod tbe lmmedltle 
motJvatloo ror tbe reduction. Tbe new raUon levelt, however, wW Uod to blp 
oomumpUon io Uno with tbe longer-run supply outlook, F.ven at. thLIIowtr level, 
:raUont are nuutOon&Uy adoq_uate, espeoi&Lly for tbe major cat.ocorfeiOfworkett. 
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APPENDIX n 

KUBBE&-TBB UNITED NATIONS AND THB AXIS 
REVERSE POSmONS 

Tbe Japaneee oonquuw aod the oa.reful prepr.ratloD for war of the O.rm.u 
We.\rmoc.ll have In ellect "'verwod the ..,.poctive rubber pooltl001 ol the UoJI.ed 
Nations and t.he European Axla. Now that the malo rubber-produclna re&IODI 
of the world are In the bt.ndl of Jap&D, the avallabWtJ of crude rubber to Axil 
Europe ll Hmlte.d ont.Y by the amount of mereb&nt. ahippins at tbelr dltpotaJ, and 
by their ability to run t ho blockAde. Tho Brltlah believe tbat blockad .. runnlna 
ha.a aseumed contld(!rable proporUon1 and that the Oermant have tuooeoded In 
runniog through a~ lean 26,000 motrlo ton• of crude rubber Ia the ftnt tb: months 
of tbil yea.r. At the tame t lme, t he German t,YDthetlo rubber procram baa roached 
the polot of large acale product.loo, a.od u.n In tteelltupply more than hall ol the 
European AD requJrementt. Stnee additional capa.clty for synthe&lo rubber ll 
under cooat.ructioo, production m.ay be ezpeet.ed t.o upaod evoo fu..rther lo the 
aert yet.~. 

The Unh.ed :\atton~., on the otber hand, and eepecJ.all,y the Unltod 8 ta\el, are 
in tbe unhappy paattlon of havlna lot&. their priDeipe.l totme of n~bbtt, aod of DOt 
,-fl. bavio.& eolvtd tbo problem of a1tem.Uivo tourcea of auppl,.. The 17'Dtbotlo 
;,bbet ~. Ia oplte of dfoeullion and PlanoiDa Ia the IML two yean, lo t till 
in it. infaney aod u.a.not bo oxpeeud to contribute ia any notable dfC"M to our 
rubber wpply until_, year. In tho meaaUme. the UoJI.ed Statee fo dcpeodlllt 
m:tJDiy upon Itt atoekpllo o f crude rubber and a\. the tame time la exptct.ld to 
contribul<6 rrom tbil tupply to tho military requirement• of the otbe:r United 
Nations. Fort..unat.4!1y, our tt.oc-kpllo of erode ll OODIIderable, wbtle thaL of Alit 
Europe Ia bellevod to be reduced t..o almost oolhing. 

Azi• ond Alli~d Potih'on• Com pored 
In comparing tho rubber poeltlon In tbe Unitod Sta~ and A.xit Europo, Lwo 

eon$ide.rlltiOntJ mutt be Lakon Into aooount: (1) normal conaumpUoo of rubber 
ia on e. very dld'erent. ae.alo In t ho two oounlrfet, and (2) ooo1umpUon of rubber 
by rootor veblclca for ee&c-ntlal clv1Ua.n t raoaportation in the United Btatft It on a 
eeale unknown In any otbe.r country. For both I'UIOM our civilian oontumptloo 
eanoot. be cut to an,Yt.hlna Uko the level to which it baa been nd.uoed In A.xll 
Europe, without dl.e:ruptlng the *'Onomy. 

A eomparfoon of 'be reopocUvo pool tiona cl Axil Europe aod the UoJted Statee 
iD IQ42 followt: 
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Supply: "";;..~.,-... 

s,..tboll<> p<'OIIue\loa ·---- - ----- --- --------- ------- ... -·004 
Ctllde lmpom: a 

Far Ea.&................................ 60 
Africa................................... a 
Weotem hemloph...,_.. • ••••• •• •• •• •• •• ••• t 

m 
10 
10 -Tot&llmpoi'IAI.. . ........................... 66 

TOTAL SUPPLY'------ . ... ............. ----- ·............. lDO -Contu_mptlon: 
MilitAry roqu~menla...... • • •• • • ••• ••• •••• •••• •• • 1~ 
Forolsn roqu~menla... ••• •••••• •• •• ••• •••••••• •• o 
loduttrl&l ood civDlan roqutr.monla '... ••• •• ••••••• 80 

TOT.t.L CoxeuwmoN......................... ...................... 224 

S~«D or erude: -
Oo baod 1/1/tz....... . ........................... 0 

I a.a............. 1 

9 ... --tllXJD da&a r.- ... Blt&WII W1161&17., ............ 
' ......... W.r Prod.u. Bowd. 
I t.dadllilllll liDda fl ~ nabben. 
• I~ eod tl•llll.o ,.qUwDeott wm be.IDH lD '*' thlm Pl'OChlcdoD Ill,..,_,...,_, .... 

•bo"' 
Azit Bl«kod.c R"""i"l 

No lmpon. Into tho Unlled Slatee !rom U.o p.,. Eu~ art .. ~ In I HI, ud 
only tome 80,000 tona from Africa aod the Woetern Bemlephere. The produo­
tlon of Coylon Md India, II eUU &vaUablo, will go to Or ... I Brilaln. Fat Eu14n 
Import. Into AXIIJ Europe, bowever, may well lncreaee, uoiMI blockade ruD.Dhl& 
can be ltoJ>ped. If Oerm"''Y eonquero lbe Near Eu~ and ma1<01 a junctloo ~ 
Japan, t.he Aala rubber problem will be 10lved. 

Even thougb Germany falla to join hand.e wttb Japan, aumclent abJJ)Iart anJI. 
able for blockade mnnlng on a greater scale. Japan hu requ.laiUooed lboalt 
300,000 to111 of thlpo in tho Ft.r East, dlttribulod aa follo~ormaD, II tbi)ot; 

Italian, 15; aod t~n<h, 2(. Although it It nol known opoel8oallr how....,., 
th- thlpo.,. available 10 tho European Axlo, oulllden~ wn.,... cm&IAI1-
10 fill lho .Uio oeoda IO< <rude rubber. Tbe route uood by mon or ~ b1oobdo 
runoert appeatt to be lhrougb lbe Soutb Pacifle, uouod t.he Horo. ao4 M1011 
tho South Atlantic to a w,.~ Afriean pot\ (Dakar or c-blaooa), a roula 'ffl1 
dlllleult lor tbo Unll<d Natlooo ~ p&troi even i! air and u•&l oquf_l_ 
- oeodod -heR. • 

AMtrica" •*' OUMOa 8Vft~Adk Progrcii!Lf 

m~~:-;!.~'" ... tb ''onlhollo robber produ~lon Ia no,. In lbo pro!lmloary, ...,... 
-.o al t l"'nAn produetioo reaebed tn 1~3& Tbe Oermaa.~ ba•• pro-
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cr-oci I<> tho point wbort 1bo7 bava " ..... two ~ uoha (at DOlo and 
Sd>Jtop&u) and 8ft om&ll unl,. oporallnc In Oenoany proper, 'lrilb O.o oma11 
UAl,. in tho ooouplod and o<bor A.11o oouolrioa. Tbeno.,. •arlollo ._,.., 0170\ 
unc:oa.&rmecl, tbal eome tweot7 .. il 0\her pkata are el\her operaUoc or bttD.a 
eooetruetod. Und4\lbtodl7 Oermaoy hat planned oull!deat '"''hello ,,.,........, 
co take cue of almoai all her requfrtoment., althou&h bloebde nannln1 rua1 
reduoe tbe need for oarrylnc ou&. tbil expt.rl.l..lon. 

Our own aynthetlc program hM been hampered by a number of tactort, tueb 
aa comp6t1Uon of tnterNtl, tbort&~M of ttr&tegio materl&ltfor pl.ant oorwtruct.lon, 
and eo oo. Among thMOfltCtol'l, tbo oontrovtl'IJ' over the obemlcal prooe~~ to be 
uoed (aloobol vo. petroleum) hat rtOOn~ly -umod primolmportanoo. Buladlono 
baa been made auooeufuUy from ll.oohol for yean in RUII!a, thouah tbo prooMt 
ts not u weU known tn thlt country M that Ulin& petroleum. Whatever the merltl 
or the controversy, In whloh tbe &d.herentt of tbe .aloohol prooea cl&lm that. their 
method iJ almpler cbe:mlcaUy and oould be eet. up for larp4oale productJon more 
qu:ickJy, our ayotheUo PJ'OCI'Am 1.1: DOW bod at. 800,000 toot annu&117, the majorit)' 
ol which "' "' ... derived from pok<lleum. J>erbapo a quarl8 or ~ tot.alamouo~ 
1rill be cleriYod lrom &loohol. WFB Mllma* ~ noarl~ 400,000 1001 wiD be 
available by !he end or ·~a. and tha~ .... 'lriU ... produeloc" ~ ..... or 800,000 
...,. por roar b7 tbo end or I IlK u 11M procram "' aehlo\'td on acbod.-, our 
,.bl>er problem will be l&r&ol7 IIOived ID two .,..... tlme. 

ln tb6 mKntlmo, we have a crude ltockpUe on whleb to drstr, oae wblc.b II 
tuftltieot for two 7...W m.Ult.a.ry oootumptioo, or about ODe ,ear. normal .,.._. 
time consumpUon. Wo U.kewile ba'16 an annual reclaim capacity ol about 
(00,000 toOl. Slo<O only erudo bao boon .... p~ &I eultablo lor mUJt.&r7 and 
foreign roqul~mente, our preeent program eov~ wtLhdrswU from our 
tt.oclc. of m1do thlt you &nd nut, ooupled wtth eeve~ olvlll&D ratlonlna and 
greater utlllaaUon of rtelalm rubber. Tbe voluntAry aerop drive hat boon dfo. 
appoloUDJ! In lie reoulle, bul addlllonal ..,.p undoubt.edly 01llle ,.blob eould be 
requtlltlooed by tho aovemment, u well aa the tlree on m&QY of ou.r 80,000,000 
..,., Wo art now ridlos on our prloolp&l etoel: ol -.op. Tbe o.rm&no havo 
aboad7 roqulollloned tlroo lhm"ibOU~ Oooupled Ewopo. 

The fac-t. that the Oermaol ha .. Ut.t.le or no .coekpUe, aad ma_y a,. drawLDa t.o 
tho ••d or available ..,..P oupplloo In Ooouplod Europe, hat oplllftd tbom 14 
apa.od t.be1r tyotbe&Jo productJoo, aod run crude throQ&b the ~oakede Without. 
-In ll>- two laotoro, lholr 1042 pooltlon would bo oo..tdeNbiJ ,_ll>an 
lbat or u.o Unl~ Sla..., oiDoo 111e7 hovo loa& oiDoo -.od on rubber -
ae lu u po.lble without produc~DJ dionlpllvo eer-. We ID lire United 8.­
ha,.. no< yet ovrlod our-that lw. U blocUde rwmfna -ad be ollmi­
Dalod and tho tWO malo 07nlholl<> faclorioa In Ocmao7 pon &-\l7 pon OUt or 
act1oD by &«laa bomblnc, lire -uo. bot....., lire AD and United Sea._ rubber 
poeiti- would be tumod In , .. ., or lire ~lor, and lhon II &leo Uttle d4<1~ that 
tho AD mllll&r)' maehloe would oulfer. 
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APPENDIX IU 

THE UNDERGROUND MOVEMENT IN AU81'114 

t.oc.el7 orpnbed &od relatively eautloUJ lo &c&Joo, AU~trla'e u~ 
moY4UDtllt. nevertheleea hu ~ to •urvlve, acoordto1 to l"'eetut rwpror,. 
received from a eourco whoee information t. comldered 't'lf1 re~~ n. 
IJOUPI from which tho movemoo\ receives Ito chief llrtliJib are lbo fonotrtno~o 
unlooo and tho lloclalllte-tho !,otter now calling thollliOiveo tbo "RovolutJoaar, 
Soc.l.alliW.'' 

Both tn.de u.nlono and aoclalilto wore forced undor.,.,und ln.lllaUy bytbo ~ 
IIIII reclmo In 1934. Following Aua'trla'o anneutlon In INS, the ~ 
trade uolonloto ware obliged to abandon an:r at temp\ AI oootraliJed OI'I&Diullot 
and .Una w their frawr:r unlto. Inter-union ooo\aate are limited to -..,

7 te.ctoriM, and tomt-Llmtl even the maintenanoe of oont.aotl wkhtn a fltlcJQ' 
lnvolvee lncredJble d.UBcuhJee. lD eome munltlo~ worbt women l.a a._ 
deparunento have been lorood w wear dilrerent oolored d._ to loelll!ate lit 
t6orto of 101porvlooro to prevenl uoou\horlaod -•omoot wllbln \be plaat. 

0.,0,.1..,.... ..., ,.,..,..,.. 

lo .....,. of the ~alger faetoriot, pertlcular!Jo the metal -a, • I pUill 
unlooa1111 repNM:nted iA every worbhop, a od there ate u:eculJ•• CICICIUidtte.la 
the whole lecto<y. Duee and eubecriptfo,..,., ~1 oolloelod aocllllo W 
prepert, admloloter<d. A wage dispute io one oueh r .. wry ...Wted lo­
by thfl uD<L«ground of a tl&te of de~ptee whole eleclion eauabt lhe t~aploJW 
oomplolet, by ourprloe. Wben he refuaed w deal with them and tbo Dnoldt 
Arbtil.((ront t~oed to eaU in the Gestapo, the undei'Jf'Ound u..oloa pronted 
400 mw-kt e&eb for the five deJta;&tes in CMe they 1hould auddenly need it.. 

lo &he put &he f&ctory groupe have conoem6d themaelvet chlefty with mutual 
aid and aupporc, OIJ)Ocdally In caring for relatlvca or lmprltooed worbtt. MM 
n)Otnt.J.y, lonaer worklna: hours, unpaid overtime, wage roducUoo1, aod ceaertJIJ' 
ba.nber worlcln!J condiUont have led lo oceaalonal open oonftlctl, with out.pobl 
and vlgorou. prott.t.t. There have evt.n been 1ome t hort. tklkee, Um.lted &o • 
tln.l)e department. In a Jlven plant. lo general, however, our touroe beUev• &Mt 
the llren.atb or tho uadercrouod trade untool.-t. ahouJd not be overeet.U»W6-
'bey an. valuablo primarily In m&lnt.alni"' the ft1btlo1 aplrll o/ tbe lodoottiol 
workers to lod.lv1dua.l raet.oriee, at a lime wbea ao lepl trade uaJoa a:aoYemllll" 
-lblo. 

n. "~UN~~ IJodali.w• 

AI ... lbe au~ of the Social Democretlo Po.ny by Dolll-. tbo -
lut~oo&ry 8odauoto I~ 0\ro.,. underground .,.. orpo!J&t...,._ Wi~ 111 
&dvtnl o/ tbe Nulo, lbe Rovolution&ry Soclallato th-•• put .. ood 10 111 
maa cbatatcu ot &be tnoTtment, orpntsinc l01tead a Umlted aumbet ol _,. 
"conaplratonal ctDte.n," ted by new mUJtant. unknown to &hi pollee. n­
oew OfpolutSootare r~eto..,. "celb," a.nd whUe &boy are Mp6Nted trom * ~ 
ll't.Ck ua.loo ltoupe, tome membert parttcfpate In trado unlonll·t aet1••tt 11 ..0. 
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Tbe Soelollol unho, Wto u-o of tbo tnde uoJoaJota, won """" or '- oo 
lbeir own, bul wltb • tbln 00\work of oeUo I~ a tenuouo cllotrio< aad .,.. 
orpnil&lloo. 

Aellvltloo of tbo lle•olutloll&l)' 8ocirJLoto- very llmitod, aad r .. tba -·· 
are retaUnly ba.nnleM. No actJYi&Je. ..,. uod6rl.a.kea wblch mtcbt tDdanpr the 
extstenco ot tho undercrouad movement, wbieb the Socialittl wiab to Mltpard, 
loeling tba~ rovolullooary .,.. actloa ean toke pl&oe onlJ- altor lbe Otrmano 
bav& suffert<l declllvt mlUtary defeat. 

AfoanwbUe the llocl&lloto ••&~~•In pro_.da Mllvlty: eo-alled "Scbmler&l<· 
tlone.o" or ''tpJaehlol o:a:pedltlolll"-paJoUna bt.tty alosaoa and aymbota on wai.LI 
And pavemenll: or 118treuakUooa.n"-.catterJD& amall propap.oda lo&ftett. 
When Nul ort.ton are epealdoa, tbo Socl.t.lltta: oecNionally m.anac:o to brt&k u,p 
a moetJna by tbo uninterrupted abou\Jaa or the Nul elocan, uBI&& BtU," ou.r 
inform~t aot.M. Ora.anbed roukot brt.wla are tt&rted by amal1 women'• pouJ)I 

wbo voel!uoual1 dllput. wt&b eae.h otber about the rood tltuadon, pro~a.....,, 
war •lctimt, ~d tbo ho~• o1 ~war. ._ 

4 
• 
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Jill¥ 24, 1942 
9:30 a.m. 

GROOP 

Present : Yr. Bell 
1!r. Sullivan 
l!r. Graves 
J.!r. Buffington 
llr. Ge.mble 
1lr. Th.ompson 
llr. Paul 
J.!r . Cairns 
llr. Blough 
llr. White 
Mr. Odegard 
Mr. Schwarz 
l1rs. Klotz 

H,M,JR: Norman? I thought we might all get 
acquainted again. 

LIR. THO!JPSOU: General Lewis has indicated that 
he would like 70u to vis~t the Morgenthau barracks 
some time. 

H.ll. JR : Is that on his own? 

LIR. 'IHOI.!PSON: '!hat is on his own, res. It came 
to me direct!r, so I assume it is on hie own. 

H.~.JR: I will go over there next week. 

MR. THOMPSON: He said he would like personallr 
to take rou through, and he can't do that until he 
gets through with this board that he is on that is 
trying these German saboteurs. 

H.M.JR: I s he on that? 

l!R. '!HOl.PSON: So I understand. He said he was. 
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H.U.JR: Harold was saying laat night it takes 
nine Generals to try nine Germane . 

MR. GRAVES: Eight - I said eight. 

H. M. JR: You mean to say that they have tied 
Lewis up on that? 

!JR. TE!OJ.IPSON: That is what he said. He said 
he could from twelve-thirty to one-thirty any time -
luncheon tim.e. · 

H.J.(. JR: We could do it ~fore the board sits. 
They can' t start much before ten; most boards don ' t . 
Remind me next week. 

l!R. TE!OMPSO!i: Elmer Davia has asked for a detail 
this week of one of Eddie Bartelt ' s organization men 
for tiro or three weeks to help him out. 

H.M.JR: Good. 

IJR. THOMPSOU : So we can do that? 

H.lf.JR: !hre. 

J.lR. THOl!ProN: We turned in a hundred and two 
thousand pounds of scrap rubber !rom the Treasurr. 
That is quite a contribUtion. 

H. IJ. JR: A hundred and two thousand pounds? 
Wonderful. 

l.!R. THOJ.IPSON: A lot of rubber mate are missing 
around here . 

JJR BELL: I have heard a lot of complaints about 
rubber ~ushiona . People went out of the office, and 
when they came back found t heir rubber cushions gone, 
some of them private property. 

H.U. JR: Really? 
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l!R , BELL: Yes, 

MR. THOI.lPSON: We had to call a few of them 
back. 

1m. BELL: One Red Cross lady hafa rubber 
cushion, her own property. She went out of the 
room, and when she came back it was gone. 

H.J.!. JR: A hundred and two thousand pounds? 
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l!R. TI!CI.!P!'nll : A hundred and two t housand - that 
i s quite a lot of r ubber. 

H. M. JR: What else? 

l!R. THO!JPSOU: That ' is all. 

MR. BELL: I have nothing. 

H. M. JR: llr. Graves? 

UR. GRlVES: You asked me to speak to you about 
a letter which llr. Bartholomew has written you about 
Professor Welch. 

H. K. JR: Ob, yes. Well, I just thought that you 
and your associates could talk H over; and if you 
think Bartholoaew is right , then do something about it. 

YR. GRAVES: . Yes, I will. 

H. ll. JR: How ia that? 

J.!R, GRAVES: Fine. Nothing more. 

H. M. JR: Well , I have got a m.mo here, • I asked 
you to get Ill' . Arthur Szyk, t he cartoonist. 

WR. GRAVES: Yes, our people have been in con­
tact wi th him, and I haven' t heard with what result . 
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I have no doubt he is working, but I will find out 
and report to you. 

H. IJ. JR: \'l'ant to bet on it? 
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UR. GRAVES: Olr people have been ).n contact on 
i t . 

H.W.JR: You know that he ia working? 

~. GRAVES: I mean he is going to work, that 
he ia going to make some cartoons. 

H. l!. JR : Do you want this? 

UR. GRAVES: Yes . 

(The Secretary handed Ur . Graves a follow-up 
memorandum dated July 24, 1942.) 

H. !J.JR : What el se? 

J.m. GRAVES: I have nothing. 

H. M. JR:' White? 

WR. WHITE: '!here are a number of questions all 
related to the silver; a couple of them should be 
answered todq. 

. H. M.JR: Well, look, the way this meeting is 
going, if you ailve·r i tes want to s tay behind maybe 
we can answer a couple of them. I mean, stay now. 
I know what you have got on your mind. I mean, stay 
after this meeting, llirry. 

LIR. WHITE: Yes, sir. That ia all. There is a 
matter of Swiss franca which I will bring up at the 
same time . 

WR. GAllBLE: Mr. Bruce Berton ia doing that article 
for ua that you suggested he do on the !lew York 
campaign. It will be ready later this week. 
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H. JJ.JR: Good, 

MR. GAMBLE: The Richmond people have set a· 
meeting for August the twenty- first, and they expect 
to have the whole community, an area for a hundred 
miles surrounding it - Blue Flag ll&y. 

H.M. JR: Blue Flag Day? 

MR. GAl4BLE : Blue Flag Day they are calling it, 
They are going to try to get every firm in that area 
up to ninety and t en on t hat date, and that is the 
date they want you to come and epeak to these plants, 
I know it is quite a ways off, but that is an answer 
to your suggestion that we set these meetings--

H.M.JR: August twenty-first? 

MR. GAMBLE: August twenty-first , 

H.l.!. JR: Blue Flag Day - I don ' t like that. 
Can 1 t you call it Treasury Flag Day? 
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MR. GAMBLE : That is t he administrat or ' s phrasing 
in this . 

H.V. JR: I don't like it. 

MR. G.UIBLE : They want to have t he f i rst Blue 
Flag City in America. OUr ldnute-}!an flag was a blue 
flag. 

• 
H. lr!.JR: Yes, 

MR. ODEGARD: Change it to New Flag Day. 

lr!R. BEU.: Minute-Jdan Flag Day. 

MR. GAMBLE: Trea.sury Flag Day would be better. 
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H.K.JR: I don't like it. What color waa the 
Con!ederate !lag? 

KR. GRAVES: Red, 1lh1 te and blue. 

llR. 3JlliV.AN: Stare and bua. 

H.K. JR: .6JITthing but Blue Flag·- Freedoa Flag, 
&llTthing. Wha~ ·11 that, .lugust--

KR. GAliBLE : .luguattPenty-!irat - twilight 
meeting. • 

J.IR . SJU.IVAN: Jolunt&J7 Flag. 

H.)l.JR: That is a Fric1q. Does it have to be 
a Fridar? . 

JJR. GAILBLE: We could make it the twentieth. 

H.ll.JR: 11liat? 

KR. GAMBLE: Yea, air. 
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H.K. JR: 'fait a llilllte - yea, I can do it on the 
twentieth. 

KR.,.K: line. Another itea, Wr. Skouru 
would li o have ua OOM to New" York !or the subject 
that he is telklng about. 

H.K.JR: Would like what? 

liR. GJJaiLK: He would like to have you come to 
New York !or the subject - this film subject. He 
ears it can' t be proper 11 made here, and it onl7 
would require an hour or two of your time there. He 
would lib to do it either next Wedneadar, the twenty­
ni.nth, or Fric1q, the thirty-first. 
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H.U.JR: Do ;you mind bringing it up a.gain Wondq? 

MR. GAMBLE: Yes, air. 

H.M. JR: I will know better where I am at. 

· MR. GAMBLE: All right, sir. These drug people, 
representatives of the drug industry, would like to 
meet with you on Tuesday to ta.lk to ;you about the 
three-million-dollar campaign. 

H.U.JR: If I am going to go up there, ;you know, 
somebody has got to write what I am going to say, 
Then I have got to learn it, thon forget it, so to 
spe~ - I mean, in the sense that I can't read from 
notes. It is so~ething - I would have to learn that 
part the wa;r an;r actor does, so somebod;r would have 
to write the thing. 

Vfuat do you want on Tuesda;r? 

L!R. GAMBLE: Representatives of the drug industry. 

H.M.JR: The drug people have six hundred radio 
programs a year advertising stomach remedies. I 
didn't know that there was so much stomach trouble in 
the country. · 

MRS. KLOTZ;: I thought there was more, judging 
from the way people behave. (La. ugh ter) 

MR. GAl!BLE: L!r. Harry Whl te sa.;rs tha. t the reason 
we have so much stomach trouble in the country is 
because they have the programs . (La.ughter) 

MR. PAUL: The power of suggestion. 

ll. !.!.JR: \'/hat time do you want me to see the 
stomach people? (La.uGhter) 
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I!R. GAllBLE: A1rt time on TUesdaf, Wr. Secret&Py. 

H.M. JR: I don't know who Colonel Sherrill is. 
He is down for three o'clock. 

·• ' MR. BELL: He is the Manager of the City of 
Cincinnati, and he wanted to see you. He came in 
thro~gh l.!r. Julian, and I think it is about taxes. 

n.u.JR: Three-fifteen. 

l!R. GAJ.:BLE: Fine. 

H.K. JR: Yes, sir? 

l!R. GAYBLE: The only other 1 tem I have is the 
breakdown of the program for the Richmond meeting 
on the thirtieth. I thought you might want to see 
it. (Paper handed to the Secretary. ) That is the 
first of the ~elve regional meet ings. 

H.U. JR: I am still waiting for somebo~ to 
give me a report on Heroes ' Day. 

IIR. GA1ffii.E : On Heroes' De,f'l 

H.Y. JR : Yes. 

J.IR . GU!BLE: You knew that waa the reason for • 
this display. We thought we would have a couple 
o! minutes with you when you could look at this dis­
play. 

H.M. JR: I want the money, money, money. 

MR. GAMBLE : I don' t think we will be able to 
give you that information until Yonday of this coming 
week. 

(Ur. Schwarz entered the conference.) 

Regraded Unclassified



109 

- 9 -

JJR. GAllBLE: You see, these people had this 
bond stock on consignment, Until they replenish 
their bond stock and we get a report from the 
merchants themselves, we won' t know exactly haw 
much money they took in, 

H.U.JR: When is it going to show up in the 
Federal Reserve? Harold eays they don't pay up 
unti l the twenty-fourth. 

UR, GJJ.ffiLE: It should start showing up as 
of tod81• That is, they report to the Federal 
Reserve the end of the week, which would mean yester­
day or today, in the instance of most of those merchants. 
If they have replenished their bond stock it would be 
a little earlier than that. 

H.!.!. JR: Last night I finally got VII4AL. They 
put on this Treasury program from ten-fifteen to 
ten-thirty, and they went through this rigmarole 
and then they said, "We are very sorry, IVe are moving 
from one station to another; until we get moved to 
our new pl ace , we will not be able to do anything 
about it, • 

WR. WlilTK: Was that afteJ;' Hull's speech, ten-
f itteen? • 

H.&I.JR: Yes. 

JJR. IVHITE: I t doesn' t matter because I think 
everybody was asleep by then. (Laughter. ) .. 

H.M.JR: Will somebody tell mt why the President 
gave &lr. Hull the great build-up he did on thet 
apeeohf What was the purpose of it? 

MR. WHITE: Why also did anybody let him read a 
sales speech like that? • 

10 
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MR. SULLIVAN: Yes, but the President' s remarks 
made it ten times as bad. 

MR. SCffiVARZ: The President said he read it first 
and it was a great speech. 

J.!R. \'IlliTE: I was wondering whether it was -
in the first vart whether it was for Argentine ' s and 
Chile' s bene!1t. That is the on!T explanation. 

H. II. JR: The on!T other thing was t;hat he would 
even give one, and whether - I mean, who was it to 
influence? I don't know. AD¥body that listened to 
it and heard the poor old man cough every two min­
utes - did you listen? 

MRS. KLOTZ : No. 

H.M. JR: I mean to hear him oough all the time. 

MR. ?lHITE : I thought that was the radio. 

l!. lo!.JR: You know, it was tragic - I mean, you 
felt sorry for him. 

JJR. ruLLIVAN: He appeared to be very uncomfort­
able, 

MR. WHITE: I don 1 t think that was the wors t 
ot it. I think the speeoh was at least twice too 
long for what i t contained. It was very uninspiring 
except for a few early par}grapha. I can' t under ­
stand aey of his assistants writing a speech like 
that for him to say. 
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H.M.JR: I onlY listened a ve~ few minut es . I 
didn't get much, but then I read the summary in t he 
New York Times today . There is absolutely nothing in 
it. 

),!It, \'IlliTE: I listened to the whole of i t. 

MR. SULLIVAN: I did. I kept waiting for the 
reason for the speech. 

H.M.JR: We were waiting for the Treasur,y pro­
gram. That is the only reason we lie tened. 

liR. SULLIVAN: We both got the same results. 

H.M.JR: I just can' t understand it. I think 
it is the worst thing that has happened in I don't 
knO'I¥ when. To build people up and than give them 
that ! And it is not because I don't love the Stat e 
Department . (Laughter} 

Anything else? 

J.!R. G.u!BLE : That is all. 

MR. GRAVES: lray I ask you this. You told me 
last night you wanted to talk quotas with me todaf. 
I will not be here ).[ondaf, Tuesdaf, and Wednesdaf. 

H.M.JR: That is all right, but it ought to be 
vecy carefulcy explained to the press . Who is going 
to explain it? 

MR. GRAVES: We will prepare a release, and :Mr. 
Odegard and I will see to it that it is carefully 
done. 

H.M. JR: You know, Kuhn told me a month or t wo 
ago he had brought in somebody to help him on mf 
mail. He was going t o bring him in and introduce 
him . to me. 
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, 
I.!R. THOMPSON : Yr . Crampton . 

H.M.JR : Is he still with ue? 

1[R. ODEGARD: Yea . 

I.!R. THOMPSON : Kuhn says he is very good, too. 

H.M.JR: O.K. Peter? 

I.!R. PAUL: llr. Secretary, TDA:J I go ahead? I 
have to be up on the Hill at ten o'cl ock. 

I haven't anything except the t if t here is any 
time set - are you leaving this afternoon? 

H.1!. JR: I hope so. 

MR. PAUL: Well, I just want ed to see you a few 
minutes, if possible . 

H.M. JR: What about? 

I.!R. PAUL: About giving you a final report on 
the taxes. 

H.lri.JR: \'lell--

11.2 

)jt PAUL: Never mind, let it go until 1londay -
let it go until ~onday. I don't know whet tioe I will 
be back or whether they will have an afternoon session 
or not . 

H.M. JR: Will there be a session tomorrow? 

MR. PAUL: No, no session tomorrow. 

H.U. JR: Well tben--

I.!R. PAUL: I think they will fi.nish about one 
today. 
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li.J.!. JR: Anything else? 

1!R. PAUL: No. 

(l.!r . Paul left the conference~ 

H.ll.JR: Blough? 

!JR. BLOUGH: Well, I wi 11 wait just a few 
minutes and let llr. Odegard go ahead. 

tl3 

I.!R. ODEGARD: The only thing I have was on this 
survey that you want made. We were to have a meeting 
in Ur . Sullivan's office, but this Navy speech and 
the nine-thirty meeting precluded any discussion of 
that this morning. lfy own feeling·is that we ought 
to rely, probably, upon Mr. Blough's people to get 
the information as to the mechanical problem in 
connection with t he withhol ding. So far as the · 
attitude of the anployees, the v.orkers themselves, 
is concerned, we ought to get a regular polling group 
to do that . 

H . ~I .JR : I am disappointed. I asked to have it 
cleared Wednesday night and get it out in the field . 

UR. BLOUGH: J.!r. Secretary, you recall I Sfoke 
to you Wednesday afternoon. We were still working 
on the statement late, and I said that VIe couldn't 
hold the meeting \'.'ednesday. We hoped to hold it 
yeste rday. 

li . L!.JR: \'ill¥ can't you hold it right non - after 
this meeting? 

!JR. SULLIVAN: We hD.ve some of the man ·in my 
office . 

lffi. BLOUGH: We had it scheduled 1' or nine 
o' clock. 
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JI. J.I. JR: Why can't you atay do1111 , not go on the 
Hill? 

MR. BLOUGH: I have to go on the Hill, but we 
can stay long enough to get this straightened out. 

H.ll.JR: Why not do it right .away? 

Wt SULLIVAN: l!r. Kanne was coming in at ten­
t hi rty - the Collector from Hawaii. Shall I bring 
him in? 

H.J.I. JR: ill right . You fellows had better go 
to work. You had better go ahead on that. 

Lm. BLOUGH: I had nothing except that, Mr. 
Secretary. 

{Ur . Sullivan, Mr. Blough and Ur. Odegard left 
the conference . ) 

, MR. CAIRNS : Bernie spoke to you yesterday, I 
believe, about the use of the first War Powers Act , 
\',e will get you the m811lorandum beiore Cabinet meeting. 

H.U.JR: Good. Be sure I get that. 

l.la. CAIRliS: That is all. l'le got Ed off last 
night . 

H.IJ. JR: When does he have to come back? 

l.:it . cums: Either the tenth, eleventh, or 
twelfth, 

• 
H.U. JR: He got the extension? 

1ffi. CAIRNS: Yes. He was to report Monday, but 
he complained bitterly, and they said, wyou can come 
back on the tenth, eleventh, or twelfth," and ~ 
didn't decide last night which dat e he would p1ck. 

J.IR. BELL: There isn't any question, is there? 
{Laughter) 

U:4 
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tm. CAIRNS: He is anxious to get in the f i ght. 

H.M. JR: I say he is lucky that the War Department 
will wait until the tenth, eleventh, or twel fth . 

lilt CAIRNS: That is all I have . 

H.l.!. JR: Chick? 

l!R. SCHVIARZ : I have nothing. 

IJR. BUFFHIG'l'CN: lolr. Purcell ia still after me 
to see if I can arrange a brief appoin tment with you, 
possibly Tuesday of next week, if that was convenient. 

H.l!. JR: I gave him one. He didn't like it . 

MR. BUFFING-TON: He didn't call me until eleven 
o'clook t ha t morning, end he said he had a meeting of 
his securities people in Philadelphia . 

H.M.JR: He is doing a lot of stuff in the 
newspapers . 

J.!R. BUFFING-TON: Yes. 

H.U. JR: I can see him at three-thirty. 

lilt BUFF ING-'ro !I: Tuesday? 

H. !.!.JR: Tuesdq, and I don't want - I want yw 
to get it right fro111_che horse's mouth that I dcn't 
want any more publicity for the Victory Fund COlll!litlee 
until you have got something to sell in your hands. 
See? I know you don't agree with me but it is like 
Purcell; he keeps calling meetings, 1s going to 
orcanize, and t hey are going to do things. I don ' t 
like to do it that way. I mean when you boys have 
got something to sell I will help you with all the 
publicity that you are entitled to- when you have 
got something. But, again, to give out something two 

-
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weeks - I would much rather let it reet the way it is 
until VIe have ~ot something to give you to sell, and 
then we will glVe you the story . 

Lilt . BUFFING'roli : I might say that that suggestion 
csme from all the executive managers who were trying 
to get something ahead of that two and a half percent. 

R.U.JR: All right. I just - here in the Treasury 
I don't mind your suggesting it. I don't like to keep 
talking about what I am goin~ to do two or three week.s 
i n advance. I like to say, Here is something for the 
Victory Fund to do tomorrow.• I know they are restless, 
but they will just have to be patient, and then they can 
meke it up by showing bow good they are. But let's not 
keep - I mean the papers are just flooded with stuff 
about people either excusing themselves for what they 
should have done or making promisee of what t hey are 
going to do . 

MR. BUFFlliGTON: That is all . 

MR. BELL: There is a good deal of that in the 
District6. Do you llant tha t scr t of curtailed, too? 

H. l!. JR: I would like tham to atop until they 
go to work. 

J.:R. BEll.: Then have it all come out at once . 

H.ll. JR: Yes. 

Now, I will go right into silver, Bell and 
\'illite, and you ha.d better get hold of Bernstein, 
and Huntington, you stay, will you? 
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Present: ~. Bell 
L!r , Vlhl te 
~. Cairns 
Wr. B. Bernstein 
Mr. E. Y. Bernstein 

H.Y. JR: Go ahead, Harry. 

Ju.lJ' 24, 1942 
10:00 &.II. 

11.7 

L!R. WHITE: There are several questions. 'lhe 
most immediate is the order whioh 17PB wants to-issue, 
and they have asked for the Treasury's approTal. The 
order--

H. ll.JR: Let• s see now, I get all mixed up. Call 
it either Henderson or Nel son. 

L!R. VniiTE: '!his is Nelson. The order restricts 
the use of silver in the United States with the intent, 
first, of confining the uses to the most important 
purposes, war industries; and secondlf, wi th the purpose 
of msking the price ceiling which has beet! established 
by Henderson's organization effective . The mere estab­
lishment of a price ceil~ by Henderson ' s organization, 
which is thirty-five and~hree-eighths cents, does not 
prevent American manufacturers from going into ~xico 
and Canada and paying llba t they wish for it. 'lhey have 
been going down there, and we just got a cable saying 
that one transaction is taking place at sixty cents; 
but there are a number of transactions. 

H.M. JR: Now, wait, you have got to give me the 
whole picture. Lft me do it, and where I am wrong tell 
me, because I can t keep track of it. I haven't liad 
time. This is the way - I sent you a little notice, 
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no manufactur er - let me start with the ailn r manufac­
turer in the United States, see? 

ldR. WHITE: Right. 

H.M. JR: Now, a silver manufacturer in the United 
States can't import &nf more f rom Kexico because 
somebody got out an order this week that you can' t 
import unless you get a license . Is that right? 

YR. 1'/HITE: He can import, but be can' t use .it, 
In effect he can' t unless he baa a license. It 
isn't an import restriction; it is a use restriction, 
but in effect that is what it amounts to. 

H.M. JR: The net e!!eot is that a silver manufac­
turer can no longer import silver. 

KR. VniTTE: Unless he complies with certain con­
ditions. 

H.M.JR: All right. Also if he wants to buy it 
now, he has got to pay mere than seventy-two cents, 
hasn' t he? Can he buy it - can he go to the market? 

MR. WHITE: He has got to have an allocation 
even for domestic silver; in other words, there have 
to be priorities. They are establishing a priority 
system. It they are willing to paf seventy- two cents, 
that will add so much to the silver supply that 
probably the non-essential users will be able to get 
all they want. They now figure that there will be 
enough silver to satisf.r some of what they call non­
essential users. · 

H.M.JR: Wai t a minute, You made a statement 
that if they begin t o pay seventy-two cents it will 
so increase--

MR. WHITE: Yes. Then it they pay seventy- two 
cents, they will get all the domes t ic supply, and the 

• 
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domestic wprly ia about five million ounces a 
month in add1tlon. 

H. loi. JR: Well, will they? 

1.1.9 

liR. WHITE: Will they pq seventy- two? I think 
a good many ot them will. 

H.II. JR: Wait a minute. Again let me go back, 
You think if domestic users oould get a priority to 
get silver at seventy-two cents - are you implying 
it is going to, increase the production? 

liR. WHITE: Nohbut instead of silver going to 
the Treasury, it wi all go to industry so it Will 
be an additional supply so far aa industry is con­
cerned. We get it now--

H.M. JR: All right• Now, what is this particular 
thing that y.ou are putting up - that Henderson is 
putting up to me this morning? 

MR. iVHITE: This is Nelson. Nelson' s group ia 
asking our approval on that order, 

H.W. JR: Now, what does the order do? 

UR. VI!IITE: The order reetriota the ability to 
use silver according to licenses . In other words, 
it gives the authority to the WPB to SBJ', '"You cannot 
use thia silver unless you will tultill these con-
di tiona. • .t.nd one of the condi tiona which they are 
going to establish, though it doe en' t appear in the 
order, is that they can' t pay more tor silver abroad 
than the price ceiling established here . 

H.II. JR: What is the price ceiling here? 

l!R, WHITE: Thirty-five and three- eighths cents 
on foreign silver. 

H. K. JR: It doesn't make sense. They have just 
got out thia order now, haven' t they? Is this another 
order? 
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l!R. WHITE: I just read about it in the paper, 
but they asked us - I don't know whether it is 
official. 

l!R. BELL: That is Henderson' s order. 

me. 
H.M. JR: There is something contusing here to 

J.!R . B. BERNSTEIN: I think there will be in 
effect three orders, the first one of which has gone 
out. That regulates tbe importation of foreign silver. 
The order currently being considered provides the 
system of iriorities covering foreign silver and how 
foreign si ver will be used. 

Now, on top of that there will be the order fixing 
the price. 

H. L!. JR: Do that again. There will be three 
things? 

MR. B. BERNSTEIN: The first one controls the 
importation. 

H. LI. JR: And that will be done through which 
agenoy? 

liR. B. BERNSTEIN: WPB has already furnished that 
order in the form of an amendment. The second one 
will fix the order of priorities with regard to foreign 
silver, and in effect it will me&n that the non-war 
producers will get very little, if any, forei~ silver. 
The third step Will be perhaps a reconsiderat1on or, in 
any event, a fixlng by Henderson of the price of foreign 
silver. 

• MR. WIIITE : That, I think, 1a all right, except 
for t he last point. 'l'he last point is as follows: 
'l'he;r have fixed the prfce of allver along with the prices 
of all other commodlties in the general price ceiling. 
It happened to be thirty-five and three-eighths cents. 
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They didn't specit,y silver; silver came in amcug 
the others. They are confronted with two rroble~ . 
One, shall they have a special price ap~~ ng to 
domestic silver, because it they don ' t e a special 
exception for domestic silver the American producers, 
manufacturers, will not be able to otter seventy-two 
cents tor domestic silver, If they can' t otter seventy-
two cents, the silver will go to the Treasury instead • 
of t o the domestic manufacturers, so they want to 
pl ace a cei ling, a special cei ling, on newly-mined 
silver which would be just enoufh to divert silver 
from the Trea~ to tho domes tfc users. 

H. I.I. JR: '!'hat would be seventy-two cents? 

LIR. WHITE: Seventy- two cents . 

H.M. JR: But they will have the domestic price 
of seventy-two cent s for the silver manufacturer, and 
they will tell them that, "Yilu can 't pay in Jlexico 
more than thirty-five cents. 

!JR. WHITE: '!'hat is right, that is the way it 
will be now. I have raised the question with tham 
info~lly. 

H.M. JR: Do you agree on it? 

LIR. B. B.ERNSTEIN: Yes, I would have thou~t that 
they were also reconsidering or being subjectea to 
pressure, by us and. by others, on the question of the 
thirty-five cent price . 

lin. WHITE: They weren't by others , but they 
were by us, V/e rai sed the question with them informally, 
and it arose out of Betata' s discussion that until 
Nelson' s outfit implemented the· price ceiling it didn't 
worry anybody because they could go down to llexico 
and buy more. But in the light of the new order, 
what it would mean would be that J.!exico wouldn't be 
able to get more than thirty-five cents for ita silver. 
Now, JWr. Betata came in here and asked your opinion or 
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approval on the eatablishllent of &n export tax. He 
tol d ue that he was thinking of a t en-cent tax, 
which would me&n that if the thirty-f i ve cent ceiling 
price still remai ned here that the miners in Kexi co, 
or the miners , si lver owners, would be able to get 
only twenty-five cents out of their share, and the 
Government would get ten cents, which would me&n 
that the supply o! silver would be curtailed. 

Besides th&t , certAinly the Yexiet.ns are going 
to be ver-y disturbed t.nd ver-y t.ngcy by an &rr&n~ement 
which doe an ' t permit. them to get more th&n thirtr-five 
cents at a time when they could get much more, &nd at 
a time when domestic 1118l1U!acturers are sending it 
into industr-y at seventy-two cents . 

So I asked the Henderson outfit to consider the 
feasibility of raising the ceiling on foreign silver 
to forty-five cents; what would they think of that 
proposal, explaining what the Mexican Government had 
in mind. They are now considering i t . They indicate 
that they might l ook favorably upon that, but I didn't 
ask them !or a formal o~inion yet. If they raise it 
to forty-five, then Nelson' s outfit will put that 
into etfect. Nelson's outfit says, "\Ve don ' t care 
what the price i s ; that is not our business; that is 
OPA' s business; but whatever price OPA sets, we are 
going to effectuate, t.nd we Wlll also see that what­
ever ailver comee in will be used tor the most 
important uses. • 

ll. ll.JR: Do you know - tor instance~, does OPA 
sar tothe chocolate manufacturers that, You et.n 
on~ pay so much for cocoa in Brazil?" 

MR. WHITE: They are going to do that. 

H.M. JR: But I mean, have they? 

)IR. WHITE: No, not to rq knowledg"' 

Regraded Unclassified



- 7 -

H.Y. JR: I would like to know of &nT c&se -
th&t is &s good an ex&mple &s anJ - if they s&y 
to & chocol&te manu!&oturer, "You o&n only P&T so 
much for coco& in B.ruil. • 

123 

lffi . WHITE: They h&ven• t been &ble to do th&t; 
it wouldn't h&ve me&nt &DJthing, wr. Secret&ry, but 
that point h&s been t r oubling them a gre&t de&l. I 
think it is because that has been troubling them 
th&t they ~Nelson's outfit to issue this order, 
which woul e it possible for them to put a ceil-
ing on the oreign silver; but they can't do it 
alone. They don' t h&ve the &uthority to do it alone. 

H.M. JR: Per~lly, this stuff - oh, G&wd, 
everybody m&kes ev'5rything just && dittioult as 
they can for you instead of just as easy. Let me 
ask you this: For the American manufacturer, why 
should they try to put a ceiling nbove the price 
thnt we pay our own silver miners? 

l!R. WHITE: They do that in order to increase 
the supply of silver, because the silver that we 
bur is gone, so far as the users &re concerned -
the market is concerned. 

H.Y. JR: You don't understand me. I mean, if 
they w&nt to try to control wh&t the man pays, the 
prices, and they are ~;oing to permit the manufacturer -
in order to get any s~lver in this country, he is 
going to have to p&y seventy- two cents. Right? 

MR. WHITE: For newly-mined domestic silver 
he would have to pay seventy- two. He might get 
some, I don' t know how much, but not as much as 
he nnte. 

H.Y. JR: Wlaat'l 
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laiR. WHITE: Of !oreign silver. 

H.M.JR: No, but I mean- don't make it more 
contusing, Harry. Provided he gete the license, 
the manu!aoturer in this oount17 who it -eoing to 
buy domestic silver would have to p~ roughlr, seventy­
two cents. 

MR. WHITE: If he gete the license, 

H.JL.JR: So what I am trying to say is this, 
why is it any of our business to say to the manu­
facturer, "\Vell, you can buy this silver anywhere 
in the world that you want as long as your cost, 
landed, in New York does not exceed our own domestic 
price." 

J.!R. WHITE: Their answer to that is as !ollows: 
They say, "Silver is not any different from cocoa 
or anything else, " and they say that our price ceil­
ings which we have established are being threatened 
ob a broad front . 

H.U. JR: But that is ridiculous; the price 
ceiling is seventy-two cents. It isn't thirty-five 
cents. 

laiR . WHITE: Well, the seventy-two cent price 
doesn' t apply to all the silver; it only applies to 
part or the silver. 

H.Y. JR: It applies to any silver that a manu­
facturer wants to use. 

MR. WHITE: The non-essential uses. 
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lm. B. BERtiSmN: In the put, »r. Secretaey, 
tor all the materials that were produced in which 
they used silver the price those people paid tor 
silver was thirty-five and three-aighths cents. 

H.M. JR: When they bought outside of the country, 

lo!R. B. BEIUISTEm: And since what they tried 
to do was freeze the prices on the basis of it, the 
situation as of !.!.arch thirty- one this year - at that 
time manufacturers were able to get silver at the 
thirty-five and three- eighths price . · 

li. L!. JR: But, Bernie , I mean I am not arguing 
for higher-priced silver. PersonallY, I still 
stand where I did. I would remove all silver re­
strictions and just have it treated like anything 
else, but treat silver just like a commodity. Let'a 
say that the sugar price in thi s country, using 
sugar - we can grow sugar, and let'• say the ceil­
ing in this count17 is five cents, aee? Then, wh1 
should we say that in Cuba you can't pay more than 
two and a halt cents for sugar? 

lm. E. ll, BE!UlSTEIN: Three -fifths of the im­
ported silver goes into essential war uses; it is 
tor those war uses they want to keep the price down, 
and tor them they reserve the greater part of the 
foreign silver. They don't want th.,.to have to 
pay seventy-two cents an ounce. 

l.!R. WHITE: In other words, it--
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H.J.!. JR: Yea, but the whole thing is ao incon­
sistent. On the one hand rou SIQ' for the ftr USU 

it is going to be thirty-! ve oenta, tnd for the ailver­
smi th it is going to be aevcty-two cmta, 

llR. WHITE: That is preolaelf what they are S&f­
ing in the conservation order, 

H.U.JR: You haven't told me that . I have had 
to dig thet out . No one has told me that, 11 that 
is what it is . 

U1L WHITE: It is to discourage non-essential 
users by- charging them a higher price and 7et providing 
a new supply i'or them which otherwise wouldn't be 
available to anybody because it would go into the 
Treasury. 

H.M. JR: How do you get that? Can't they get it 
now - if I wanted to go out today, and I am Inter­
national Silver Company, wherever they are, and buy 
silver in Utah at aevmty-two cents, can't I bly it? 

MR. VIHITE: Not if their old price ceiling atiJ'ed 
in effect, which was thirty-five cents. Then the 
Government was the only one that could pay more than 
thirty-five . 

MR. BELL: Didn't that apply to foreign silver 
on}f? 

!JR . 1\HITE: No, they excluded d01118stic silver. 

lm. BELL: Yes, bit why isn't the Secretar,y's 
statement correct then? 

J.!R. B. IERNSTEIN: I think it has. Gorham has 
paid sevent,y-two cents. The point l!arr,y was making--

H.l!. JR: Gorham has paid seventy-two? 
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}.!R, s: BERtETEIN: Yea. The point Harry was 
making, it seems to me is thie that only those 
manufacturers who could afford to abaorb the differ­
ence between the thirty- five cent price and the 
seventy-two cent price were in a poai tion to go out 
and pay the seventy- two cent price. Other important 
manufacturers , the price on whose product was fixed, 
couldn't afford to pay seventy- two cents where they 
previously had been payinf thirty-five; and they are 
bringing pressure on OPA o let them raise the price 
of their product so th&t they in turn could come down 
here &nd pay seventy-two cents for ailnr , 

H.U. JR: Well, to make it thoroughly cockeyed, 
they should le&ve it &t thirty- five cents, and then 
these people sell their goode, and then ask them, "How 
much money did you lose on it?" Then we pay up the 
difference in the losses, whatever it is on the books. 
That would be the perfect set-up. You see, le&ve it 
at thirty-five, they will sell at the other - some 
can pay seventy- two, others can't - and then say, "How 
much are you los~ on your silver spoon?" "I em 
losing so much. " Just draw a check on the Treasury." 

l!R. B. IERNSTEIN: I don't know whether you are 
serious or kidding. 

H.U.JR: I am not kidding. 

J.!R. B. BERllSTEIN: That is right. I talked to 
one of t he boys last night, am they feel it is 
cheaper to have subsidies to make up the losses . 

H.U. JR: No, that is wn&t is--

11R. BELL: They &re talking about that in other 
commodities , 

H.M.JR: They will have to do that on meat right 
now . Boston is getting no meat because the packers 
c&n't stand the fifteen-cent price on hogs, so they 
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say, "To hell with it; we are not going to butcher &D1 
hogs." 

1m. WHITE: You ramamber, we aaid a long time ago 
that fixing prices does not meet the situation, and we 
are beginning to see all the rips opening up in the 
seams . The first one was the import goods. The 
second is that matter you are raising; but the further 
reason is they want to put a ceiling on domestic 
silver because they are afraid the t even with the 
uses restricted to non-essential uaes the bidding 
up of domestic silver might cause the price to go to 
a dollar an ounce. So they want to set a ceiling 
even on domestic silver of seventy- two cents so as 
to prevent the bidding up of the t . 

YR. E.M.BERNSTEIN: There will be throe categories 
of silver users as a result of the import order and 
the forthcoming conservation order. There will be 
tho essential users of silver for war purposes, at 
thirty-five and three-eighths cents, first claim on 
the foreign; there will ~e priority users who will 
have foreign silver, end they will pay thirty-five 
and three-eighths cents; they have priorities from 
1-a to 10-a. There will be those beyond that level 
of priorities who will not be able to get foreign 
silveri and if there is domestic silver for than they 
will a 1 get domestic silver and t .hey will pay seventy­
two c111 ta an ounce. 

H. L:. JR: Well, this thing is unusually com­
plicated because we have the seventy- two cent price 
that the industries buy at, the thirty-five cent 
world price which will be fixed, and then Harry Wbite 
comes along and suggests that we add an extra ten 
cents so that Mexico can collect a tax. 

MR. VmiTE: It is a complicated situation, but 
I think--

H.I.!.JR: Supposing Canada wants to put on 
fifteen cents . They need a fifteen-cent tax. Thill 
What are you going to do? · 
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UR. WElTE: Well, it la a question of r easonable­
ness. 

H.M. JR: Now, this lathe way I feel. This 
situation is like cocoa . I personallf think, Harry, 
this. I mean, left to myself - I mean I would say, 
let them have a free -for-all on silver up to seven~­
two cents. That is what I would say, but you C4I1 ' t 
do it that we.y. So I think - I don ' t see how the · 
position is tenable - your ten cents tax. I think they 
had better go ahead and try to freeze the foreign price 
at thirty-five cents, put a ceiling of seventy- two cents 
on for domestic, and then let these fellows go to the 
Sta te Department - JBxico, and so forth and so on - and 
then let the State Department take the burden if they 
nant to increase the price above thirty-five cents. 

J,m. WHITE: That was our original position, Yr. 
Secretary, and the only reason it is revised is because 
}~ . Detata came to you. 

H.ll. JR: Certainly he got nothing out of me . 

MR. \IlliTE: He baan' t gotten anything out of us, 
either. 

H.ll. JR: I just think the thing is so cockeyed 
that we had bet ter just be ultra-com ern.tive on this 
thing and se.y, "The price is thirty-five cents; that 
is what it is.• Let them freeze the foreign silver 
at thirty-five, the domestic at seventy-two, and if 
Wexioo and Canada or Peru or somebody else doesn ' t 
like it let them go to the State Department and 
complain . 

MR. CAIRNS : That gives Nelson what he wants? 

I.!R. WHITE: Yes, that g!,ves Nelson what he want s . 
We answer J.[exico by saying, "We have great sympatey 
but unfortunately that is not a metter llhi.oh relates 
to us• , and they immediately will bring pressure to 
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bear on the State Department and on OPA, and it will 
be their baby. We are not in any way overlooking a 
responsibilityllhi,ch we have - I really don't see it ­
because at that point it is a question of int ernational 
relatione; t»d it is no different, it aeane to me, than 
cocoa or any one of the other imported articles about 
which we are troubled. Why should we ask them to make 
a differance on silver for Yexico and not ask a 
differance fo r cocoa for Columbia? I t isn't our 
affair. 

H.U.JR: Sure, or long staple cotton from - which 
country did we buy from? 

J.!R . WHITE: Well, Peru - we uaed to Illy it from 
Egypt . 

H.M. JR: Another way would be t o have one of 
Jesse Jone e' Metal Reserve Corporations buy tile silver 
fran Mexico at forty-five oenta and let Jesse take the 
ten-cent loss, you see, and sell it to Nelson at 
thirty-five cents . 

1!R. VffilTE: They are doing the same thing wi th 
some things,,with copper, 

1.111. B. BEHiSTEni: Mr. Secretary, before the 
dieouaeion is closed, and I t# glad you gave me an 
opaning--

H.M. JR: That is another war out, let Jesse 
buy it at forty-five cants, abao ve the ten-cent 
loss, and Nelson gets it at thirty-five . 

MR. VIHITE: Bernie has his foot in the door 
with his scheme. (!.aught er) 

Lm. B. BERNSTEIN: Doing whAt you are suggesting 
here neither increases the supply or silver !or war 
and non-war usee nor eliminates the possible hardship 
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that will exist for Kexioo and other oountirea . Now, 
I am not attempting to argue the propriety of tbe 
position that you are suggesting, but assuming that a 
solution must some time be found--

H.M. JR: I am not arltUing, but I will no• proceed 
to go ahead and argue, {Laughter) 

!.lR. B. BERNSTEIN: Not at all. I just sa1 that 
some t ime a solution will be found which will both 
cake core si lver avaiLable for the market and at a 
pr ice which will be deemed to be fair by the foraign 
countries. The },(etda Reserve Company can do it by 
redeeming silver certificates at the Treaaucy f or 
silver coins, melting the silver and selling it to 
t he market , say, at fift1 cants an ounce . · 

H.M.JR: &lt that is the thing Bernie - listen, 
bef ore we go into that - just hold that a minute - I 
want to ask Bell if the thing that I suggested -
you hold yourself a minute , 

MR. BELL: Yes, I think that is all right, I 
was going to rais e the question as to whether 10u 
should warn Henderson or Nelson, one or the other, 
that undoubtedly the1 will get this pressure through 
the State Department so they are prepared to meet it. 

I.!R. wmn:: I han alreadf infomed Henderson Is 
men that the1 can expect considerable presaure. We 
can repeat it hi&ber up. 

H.l!. JR: ire you satisfied? Do you see anT­
t hing else - I mean from a Treasury standpoint? 

lr!R. BELL: I think that is t be way to do it . 

H,JJ:, JR : At least we are doing it then as 
strictly Treasucy people. 
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llR. BB.L: I think that 1a right . I don • t see 
how you can distinguish between co~aoditiu . 

H.M. JH: You are all right? 

JJR. BFlL: Yes . 

MR. CAIRNS: Yea. 

H.ll, JR: ihi te? 

l.!R. WHITE: I think that is the thing to do. I 
don't think we h&ve any special responsibility to 
llexieo . 

H.J.!.JR: Now, going back to my conversation 
r1i th J.!cCabe of Lend-Lease, in which he told me that 
he didn ' t see how they could redeem silver certificates 
for coinage purposes rut that they could do it for 
strategic purposes, I told him on the phone that my 
chief interest was in getting ailv er for England and 
for Australia for coinage purposes. He seemed to be 
BUiprised at that. I said, ''Well, that is what I em 
interested in . " 

Now we have ~ot , gentlemen, to do something 
about halping &lgland pd Australi a and these other 
countriu, Iran and Iraq, whatever the7 are, to get 
this silver so that they can have it for am.ell coine . 
I think we have just got to move on it . 

J.!R. WHITE: 1lr. Secreta~, I think one of the 
reasons we have our difficult1es is that the 
negotiations with Lend-Lease have been through 1lr. 
Ecker. I have explained them in great detail at 
least five times, and the man doem't assimilate 
easy. 

H. ll. JR: That man W,zanaki ia nobody'a fool. 
Dido' t W,zanski come over? 
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J.IR. WHITE: No. The7 will oome OYer now. In 
the m8111o the7 aa7 the7 are read¥ to come over,. lllt 
I mean all the negotiations have been U,r Ecker . He 
V/ould call me ui after ever7 meeting and I would have 
to go ever it a 1 again, so I don't think it has been 
adequately represented to them. 

H.M.JR: I would like to really go to town on 
that. I think that ia really a Treasury responsibility 
vmen another treasury calla up and B&JI, '1//e need 
silver .• 

llR. BELL: I think we should do everything we 
can to get silver for coinage in those countries where 
we have caused the shortage . 

H.M.JR: So if you and Judge Wyzanaki, who 
been brought doWB off the bench t o help on this 
thing- -

has 

Mil. WHITE: Their memo doesn't foreclose it. 

H.M. JR: No, it is very nice. 

MR. WHITE: So that t be next step is to call 
th8111 and show t.bem the aphasia . 

H. ll. JR: And McCabe said he would be interested 
if it was a ooinage thing I wanted. 

UR. BELL: We did get a reply from !.loCabe that 
it couldn't be done? 

l~ . WHITE: Not that it couldn't be done, but 
that they didn ' t like the policy. 

H. JJ.JR: He sent over an unsigned draft for 
us to consider.- They didn't want to close the door. 

I.!R. BElL: He will do it; if he can do it, he 
will . 
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JJR. WHITE: I dCil ' t think we will have diffi culty 
convincing him. 

H.M. JR: Do you r 11111ember \Vyzanaki '1 

JJR. BELL: Very well. He ia very able , 

H.M. JR: They have brought him down to help out . 

l!R. VIHITE : He baa another idea in there, which 
he said they wouldn ' t like, to rede .. ailver certificates 
at a dollar twenty- nine cents an 011111. That seems to 
th11111 a little bit preposterous a ~ltl, but what they 
would be willing to do would be to meet the TreasUJ:7. 
as their agents, to buy danestic silver at ~venty-tno 
cents . Now, it may be that can work OQt. They may be 
able to buy it directly but pay jUit a little more than 
we pay and get seventy- two cant ailYir . That, however, 
is not the underst anding you had with tho Silver Carl­
mittee and the Silver Committee might object to it. 

A third change in your idea to them is with 
rei' erence to the terms. You remember that you sug­
gested that it would be an ounce-for-ounce return. They 
don ' t wish to make those special terms. They prefer 
not to now. It may be possible to convince them, but 
tba t is another dis tinction between their position e.nd 
the !;ilver Committee's poaition. 

l!R. BFLL: Why ian ' t that a good suggestion of 
buying at seventy- two cents for the Lend- Lease? 

JJR. ~RITE: It would be-better if the Silver 
COllnQittee - if it would be an right with the Silver 
C 01!1Jlli t te e • 

H,t!, JR: Now, I think, gentleman , that we have 
spent about all the t ime "the. t silver is worth, forty­
five minutes . 

MR. ViHITE: There is a letter that you have to 
sign, if that is the case . 
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l.IR. B. BERNSTEIN: The industrial users o! 
silver want to buy BaDe of our eeventy-two cent 
silver, but for the processors to sell it to tham 
you heve got to give them an extension of time under 
certain contracts that they have to deliver the 
silver to you. We have done it in the put . We 
have given tham an additional six months' time. 
Then they will sell that silver to Gorham and Hand¥ 
and Harman, and so on. Ed signed a memcrandiiD to 
you. 

H.l!.JR: Wait a minute, you are going a little 
bit feat. Explain it to me once more. 

I.!R. B. BERNSTEIN: On newly-mined domestic 
silver the customary way it is delivered to us is 
as soon as the emelter gets it he pays his seventy­
two cent s to the miner and gives you a transfer of 
title. That protect~ him in case legislation is 
changed. The delivery date on tha t silver is now 
here . 

135 

H.M. JR: Is now what? 

lffi. B. BEifiSTEIN: Now arrived. Under tbe con­
tract they have ~ot t o make deliveries to you this 
month. If you mil ~;• tham an additional six months 
in which to deliver t silver they are going to turn 
around and be able to sell silver to industrial users 
at seventy-one point eleven cents . 

H.M.JR: If thef get a license. But that re­
leases· - that makes 1t poaaibleY 

llR. B. BERNSTEm: Yea. 

H.M.JR: I want you gentlemen to know this, 
that there are two things - I think it ia a great 
mistake to shut down these silversmiths unless - I 
mean on the pr ice business, you see - only on the 
price business . But if it is a question of a silver-
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smith or a straight war need then it should go for 
war purposes. But if it ia a question of the silver­
smiths not being able to funotfon on account of this 
price tangle I think we should be sympathetic to the 
ail versmi tha . 

lffi. VIHITE: That is right. 

They have asked for our approval of their 
order. I don't know whether we have to answer. 

H.11. JR: Do I have to? 

J.!R. BEll.: You are just saying there is no 
objection. 

1!R. Vi!ITE: That is the order establishing 
priorities and conservation • 

• JJR. BELL: Can you get away with that, just 
saying there is no objection? 

MR. \'IHITE: · It would satisfy th1111 better. 

There ia one other matter that I would like to 
raise . We are negotiating with the Swiaa now on the 
question of the acquisition of Swiss franca . We 
would like to ask to buy two million dollars' worth, 
~:~ore, of Sllfin franca . 

H.l.I.JR: lfe bought two million. 

L!R. WIUTE: We bought one, and we didn't use it 
but we are saving it. We expeot to need about ten 
million. So that the Stabilization Fund, if they 
acquiesce to our--

H. I.!. JR: I thought you bought two. 

llR. WHITE: It was one. We bought two million 
Swiss francs, wasn't it? 
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MR. E. Y. BERNSTEIN: One million Swiss franca . 

H.LI. JR: wait a minute, we gave the Vatican ­
made available to t hem two hundred and fifty thousand 
dollars' worth of SWiss franoa. 

!.IR. \'illiTE: Not out of this . It was other SWiss 
francs . 
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H.IA.JR: But that was two million dollars , wasn't 
it? 

J.!R. WHITE: Two hundred and fifty thousand Swiss 
f rancs -no, it would be much less than that. 

H.LI.JR: Wasn't there two million dollars' worth 
of Swiaa francs? 

1m. E. l!. BERNSTE1N: In an option i'l!d there 
was - we had the right to buy it at any time . We 
didn 't have the right--

H. LI. JR: Am I not right, it was two million 
dollars? 

l.!R. E. J.!. BERNSTEIN: Yes, air, it was that much 
at one time. 

H.J.!.JR: bt has happaned to that? 

MR. E. Y. · BE!fiSTEIN: It bas bean apportioned 
to the Vatican and to aome other places . 

H.LI. JR: The State Department, the Red Cross -
have you used tbl t all up? 

MR. E. M. BERNSTE1N: No, sir, there is still a 
little left . 

H.li.JR: You didn't hly that outright? 

I.!R. E. M. BERISTEIN: tlo, air • 
• 

• 
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H.W. JR: Option from whom? 

MR. E. !.!. BERNSTEIN: · From the Swiss National 
Bank . 

H.M.JR: But you haven't used that all up? 

!.!It E. M.. BERNSTElN: No, air . 

H.U.JR: And that wasn't through the Stabiliza­
tion Fund? 

UR. E. U. BERNSTEIN: No, air . 

H.J4. J8: Now you want to bU1 a million dollars • 
worth? 

lm. VmiTE: Two million dollars• worth. 

H.M.JR: Of Swiss france? 

ldR. VolUTE: Yes, that would be how many-­

H.11. JR: Fran whom do you want to buy? 
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l!R. YtiiTE: From the Swiae, and negotiations are 
going forward . 

H.loi.JR: Swiss National Bank? 

l!R. WHITE: I think it will be the Swiee National 
Bank that will make it available, but the Swiss 
Government will have to give ita approval. 

H.l.!. JR: And the Stabi lization Fund--

J.!R. WHITE: The Stabilization Fund •uld than 
have two million and a third - two and a third million 
dollars • worth of Swiss france , and the State Depart­
ment antioipat\e a need for tan million tbe reet41f 
the year. So I don't think we will get stuck with it 
unle ee the war mde--
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H.U. JR: What price? 

MR. WHITE: The par pr ice. 

MR. BELL: Par? That is ni neteen, ian •t i t ? 

I.!R, WHITE: Twenty- three oen te, 

H.ll.JR: What was that pther two million dollars -
what did lie pay for tha t ? 

lm, E. U, BERNSTEIN: We alwqa get it for par 
when we get it from the Swi as , 

I.!R, BELL: You pay gold for it , don't you, so 
they give you par? 

l!R, E. 14, BERNSTEIN: Not because we ll&Y gold. 
It is because when they sell it to us we give them 
dollars , They get gold if they want it , 

MR. I'OOTE: Twent y- three c:enta is the official-­

H,l.I, J R: What is it in the market? 

llR. 'M!ITB: It was twenty- eight end thirty- two, 
·and I think it even went as far as thirtJ -four. 

H.U.JR: So it is a good buy? 

I.!R. WHITE: Yes, it is a good buy. 

H, :L!, JR: Could we make a little money on it? 

llR. VniiTE: We can if you wan t to. We can 
charge the State Department. 

H.M. JR: What are we in business for , our 
health? (Laughter) 

MR. \~liiTE: Since it is the s-.te Department, 
l:la,Ybe we can make a little money . (Laughter) 
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H.M. JR: I would charge them 1011ething. J.ll 
right, that is approved. AnTthing else? · 

MR. WHITE: That is all. Thia letter to the 
Senator on aUver will have tow ai t beoaua e it 
speaks of coinage • 

' 
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this silver may be eold to i ndUitr i al and artietio con-

sumers. 

Instruments of Transfer have been modified on 

numerous occasions in the past to permit late deliveries. 

I t is my opinion that you have the legal authority to 

agree to & modific~ion of the Instruments of Transfer 

so as to postpone the deli very dates until sometim.e in 

the future. 

If you &pprove our taking steps to modify the 

Instruments of Transfer, will you please indic&te your 

approval below. 

APPROVED: 

(Si gned) H. Uorgenth&u, Jr. 

Secretary of the Treaaur,r. 

RB:FH:ecr- 7/l.V42 

(Signed) E. H. Foley, Jr. 

General Counael. 
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Preeent 1 Secretary llorgellthau 
Sl.r Freder1ok PbU11pe 
Sl.r P'reder1ak 1:.1 t.b-Ro .. 
Jlr. D. W. Bill 
lfr, B. D. llbita 

Tbe ••tins bad bMD arranpcl at t1>e recz-•~ PbU11pe, llbo 
bod a&1<1 that Sl.r ~Ci< Leitb-Roaa 1IOIIl4 lilca "1o call 011 tbe 
Secretary. Arter e.- pre11w!nary plaauntr111, IA1t.b-lbla apcke tc 

1.46 .... 

tho Secretary about tbe propoaal tc 11tabl.iab an liltamatio..U Ralie.t 
Orglniution an<l .-rl<ed that t.ba Secretery _. t.ba peraon -t naoea­
aary to talk 1d. tb on- tbere _. t.ba queation of t1nanc1q tbe relief. 
Tbe Secretary 1&1<1 ba <lid not c- -..cb about it ~t inuaucb u be 
wu buay 'lll.tb prcblue that were 1110r1 '--cliata. Leitb-Roea said be 
hoped tbl Secretory would find ti• tc so into t.ba •ttar as ba felt 
it wu 801111thin8 that ousbt to be in1t1ata<l 1n tbl not teo cliatant 
future . Leitb-Rou elao 1nt1mata<l be would. ba slid tc talk about tba 
detaila with the Secretary any tiM the latter felt 1ntereata<l. The 
Secretory reapoiOied that be waulj ba slid tc co into it IOM t1ma. 
Sir Pre<ler1ck Phillipe elao a&1d tba peopla 1n LoiOion bad bMD t.b1nldnC 
about poat-.r 1101101tary problue an<l would lilce to <liaouae it ..,.tiM 
'lll.th the Secretory mel the Secretary aa1<1 be would ba slid tc. 

Secretary llorpntbau aabd Pb1llipe an<l 1:.1 tb-IID .. wbatber tba7 
were f•lHar 'ld.tb t.ba point rat1on1nc ·~-· IA1ti>-Roe• a&1<l be 
sun1t 1n on that mel ot it bat ...S. a f" c-taJ Pb1llipe l&id be 
bod obaened.,.... ot tba tb1np about it Ira h:l.e re- eojoum 1n 
London . The Secretary -eel .,...t.bar 1t 1IOIIl4 ba pouibla tor Pb1llipe 
to ban prepared a _.....ma .. ttinc forth br1~ eo• ot tba 
cbaractanet1ce of t.ba point rationinC ~- 1n Jllcland and -.thlr 
ba bad ~ _o,..da or report. aftil&bla 'llhiob be could. Mild. to tbe 
'l'reaaur)'. Pbillipe aaid a. ,.,u14 a. clad tc baft. prepered aucb a 
-..ranc~,. an<l IN 'llb&t _. aftil&blao 
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Jul7 24, 1942 

Knox told me &t lunch todlJ that Hopkin• 
King and llarahall were onr in England, and that 
the Preaident'a instructions were not to coae back 
from England until the7 h&ve gotten an agreement ~·. 
froa the British that the7 woUld attack aoaewhere on 
the Second Front with ue this auaaer. 

• 
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Reading copy ot IlK, Jr•s remarkl to 
Navy Department employees in front ot 
Navy Department Building at noon today, 
wh111 Secretary Knox also addreued them, 
on their Payroll Deduction Plan. 

IT R1INEDl 
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1.48 

• Kr. Knox, Kr·r"'· Ladies and. Gentlemen: 

This i8 certainly a 81J.rri'flnd neaft-warcng .. 
I share with you \he pride and • 

oat1otaot1on .. all .; you ,..1 '1C •--: '"\. 
odtetanding .cess achleved by th Navy Bond campaign • 

• 
There i8 always satisract1of 1n a job well done. l'Jiat 

. 

• 

is part~ularl~true in t~caee, ror sound~ . 

adequate financing is one <f th1-most important pha~ee • 
• 

or our all-oul'war errort . To prosecute the war during 
• 

tbie year, it will be necessary roree no-,rAM to 

borrow at least $50,ooo,ooo,ooo, aore tban $4, 

a month. l'e hope that at least $12,.000,000 or th1a 

• will come through ~e sale or war Bonde to wage 1arna-a 

and salaried emp'ee8 • 

t 

.. 
f • • •• .. 

--· 

• • 
... 

• 

• 
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It is essential not only tor the successful conduct 

ot the war but tor the economic welfare ot the nation 

that as much as possible ot the income ot ind1v1dUals 

be invested 1.n Govenment secur1t1es. Th1s 1e 1mperat1ve 

tor a number ot reasons. one 1e that this money 1s 

actually needed to t1nance the war. It helps to-pay 

tor the weapons our courageous fight1ng forces need to 

defeat the enemy. Another reason 1s that by 1nveat1ng 

as mch ae poee1ble ot our current income 1n Yar Bonds, 

we reduce unnecessary spending and thus help to keep 

prices down. Every war Bond dollar we get means one ---
dollar lees that we shall have to borrow froa the banks. 
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- ' -
we all know that the supply or c1vil1an goods 

is being drastically curtailed by the <18lll81lc18 or war 

pro<1uction. With more money to spen<1 tor tewer go0<18, 

prices are bound to increase unleee we deliberately 

resolve to epeuO lees end save more. In war t1JIIe 

spending as uiUal 1s • bad as t:usiness as usual. ay 

1nvesttng evtrJ ftrif we can in war Bonds, we can kill 

three birds with one M;one. First,we can help buy 

planes and guns and sb1pa tor our fighting aen. Second, 

we can help keep down the coat or living tor ourselves 

and r or the governaent. And third, we can protect our 

own tutul"t eecur1ty nth the savinge we acc•••late now. 
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-
To accamp1ilb thea~ objectiTel the slogan ot 

' . 

Pay Day - 101'•. It ia proper that •• 11bo are 1D 

Gove~ · service should set an eXIJIIP1e tor those • 

empl oyed in business anc1 industry. The Treaau-y 

Department last month, and now the Navy Departlllent, 

have gone over the tqp in this campaign. over 90% 

ot the employees or both departments are investing 

more than 101' ot their total pey in tar Bonc18 every 

pay <1ay. 1Je ot the Treasury anc1 you or the Navy have 

thus Said to e.p1gyeea nerywbere, in other Govel"IIMilt 

Departments and in pr1 nte bualneaa anc1 industry, "We 
. -

have shown the way. Thla job can and 1111st be done. • 
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Personally and on behalf of .,- aseoe1atea 1n the 

Treasury Department, I congratulate you. By your 

success 1n th1s campaign you have d•onatrated the 

truth of your 1Jar Bond slogan, •Navy Dollars are 

F1ght1ng Dollars•. 

MY thanks and congratulations to you all . Keep 

up the good work. 
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INFLATION 

Present: llr. Bell 
J.!r . White 
Ur. Cairns 
Ur , B. Bernstein 
!Jr. Paul 
Mrs. Klo'tz 

Jul,y 24, 1942 
4:15 a .m. 

H.M. JR: In order to save me and also for 
effici ency, I hope you agree to what I am doing. 
Until the tax bill is thr ough -you see, at Cabinet -
I mean - you see what I am leading up to - at Cabinet 
I brought up - !_gave the President this memorandum 
which Bernstein ~epared. As I understood it, i t was 
his idea; he did the work on it. I think I am correct. 
I mean, I am a little bit - I don' t know just who t o 
work with. You are through with the bill, so I am 
just a little bi t hamstrung - Of am I contusing you? 

liR. PAUL: Uo, not at all. I can tell more after 
you get on a little bit. 

H.Ji. JR: '!'he point is I have got to work -.J 
mean, normally, once the tax bill is over, and !'have 
~ot something, then I would Sl:f to you - I would say, 
Paul, do this as General Counsel , • but in the mean­

time, with you up on the Hill and wanting to keep the 
thing - I will try rq best to keep you informed when 
you can ~o something, and I will let you tell me - I 
would like to work with the fellow direct. That is 
what I am getting at. 

liR. PAUL: That is right, and I think you should 
work with - depending on which--

.. 
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H.M.JR: O.K. ? 

MR. PAUL: Yes, which part it is, whether it 
is Foreign Funds or another part. 

H.W. JR: And it is up to these fellows to keep 
you posted as much as possible, and when you are 
here,like I said, "I! he is here, tell him to come 
in. " I! not, they would have had to tell you. Is 
that right? 

lffi. PAUL: 'lbt is all right. 

H.&I.JR: When I get throUfh aey o! - these two 
can have their day in court 1! they are not satisfied, 
but in the meantime let ' s keep winning the war, I 
will tell you what I have done. Then, i! you are not 
satisfied - aeyway, instead of the President - to ~ 
amazement he took the memorandum and as a basie of 
that, he read the first page. He discussed the whole 
question of inflation and prices for about fifteen or 
twenty minutes, and he asked me i! we were in tune 
wi th the Attorney General. I said, "It isn't a ~uestion 
o! being in tune; we just haven' t discussed it Wlth 
anybody outside the office," and I take it that is 
right. 

MR. BERNSTEIN: That is correct. 

H.&I.JR: And so he was sparring around a lot, 
and in view of the !act that Jim Forr.,tal just 
before Cabinet got hold o! me and said, •Nasn' t it 
terrible the President wasn' t going to go ahead, the 
House leadership had licked him on the thing, and he 
wasn't going to do anything." So the President - from 
his discussion nobody at Cabinet could tell whether he 
was going to go t o Executive Order, because he asked& 
"What would you say if I sent a message to Congress? 
So finally I turned to the ¥resident, and I said, ~ell, 
I don't understand. tre you going to do this by 
Executive Order, or aren't you?" I thought I might as 
well nai l him down, and in a very disagreeable manner 
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he turned to me and said, •or course I am going to 
do it by Executive Order, " so - well, that was the 
first I think anybody in the room knew it. But I 
wanted to know it, so he said--

(Ur. Murphy entered the conference.) 

JI. J.!. JR: Harry will tell you, Henry. He will 
post you. You haven' t missed much. Then at the end 
of Cabi net I said to the President, "Is it agreeabie 
if I give a copy of this memorandum o! Bernstein's 
to Sam Rosenman, • and he said, "It is. • I then got 
hold of Sam, and Sam knew nothing about it. He 
di dn't know. He said, "Don't tell me after three 
neeka ' discussion in the papers there isn't an Execu­
ti ve Order drawn.• I saia, "No, Sam, •it there is I 
don't know about it, and I also understand Ginsberg 
has been sitting up every night trying to work one 
out, but I would be amazed if there was one.• 

UR. PAUL: I was at dinner last night with Leon, 
and he said, "The President has had something written 
for several days there,• and I don ' t know whether he 
meant a message or--

II. I'. JR : It was a message; I saw it. It was a 
messa~e to Congress. 

I.!R. PAUL: That clears that up then. 

II . !.!. JR: But Leon hadn' t seen any Executive 
Order, had he? 

).(R. PAUL: No, that is what I oouldn' t tell. 
He was just talking alon~, and this was kind of . 
incidental, and I couldn t tell whether he was refer­
ri ng to an order or a message, but whatever it was, 
he said it had been there for several days. 

11.~. JR: It was a message. I told him that the 
President told me I could see the Order before it 
was in its final form, that Bernstein was here and 

155 
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available, and at the Judge ' s disposal , I explained 
to him about what you (Paul) were going to be in the 
future • . That seemed to please him very muoh, and I 
also told him that if they got along anywhere during 
the week end I would like to know, see? 

:156 

So Bernie will hear from Judge Rosenman, see? 
Now, the point that I am making - I don't know whether 
you want to get in o.n this thing or not. That is the 
point . .. 

J.IR . PAUL: I lllllY as well get in on the fringe of 
it because we just finished our preliminary session 
wi th the Senate Committee and I m81 as well break into 
soae of this stuff I know nothing about. 

ll .l!. JR: Well, anyway, I told them that Bernstein -
and if he calls you and you want to go over with him 
when he goes over to Sam, that is up to you. 

MR. PAUL: You will get in touch with me? 

!.!R. BERNSTEIN: Sure, I will. 

H. M. JR: Is that - I mean, 1 am moving very fast 
because I want to get out of the office, but--

un. PAUL: That is fine as far as I am concerned. 

B. U.JR: Is that all right with you? 

ILR. PAUL: Yes. 

H.K.JR: All riibt. Now, the other gentle~n in 
the room are also ali very much interested in pr1ces 
and inflation, and I would like all three of them kept 
posted, and their advice asked and sought as you go 
along on this thing. That is why they were. invit ed in 
here, They all have done a lot of work on 1t for a . 
couple of years, and as '" go along - because there 1s 
nothing that is more important to the Treasury than 
this see Bernard and Paul and Huntington'/ So as you 
go aiong,'would you please let Bell know, and White, 
and L.'urphy, who is here, or Haas. 
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MR. PAUL: What about thia further idea of 
your a, Huntingt on? 

1.57 

MR. Climl'S: I found another statute which 
specifically named you, whioh ia, I think1 preferable 
to the one discussed here: ·~h regulatlona and re­
strictions as ma;y be preacri be'if b;y tlie Secretar;y of 
the Treasur;y . • I think in scope that it ma;y be Juat 
as advantageous, or more advantageous, than sect~on 
5-b. 

l!R. PAUL: Shouldn't we write that up in the same 
wa;y? 

CR. CAIRNS: I think we ought to rewrite this 
memo . 

MR. BELlf Use beth. 

MR. CAIRNS: Use both, ;yes. 

H.l!.JR: Judge Rosenman ia starting from a cratch. 
He knows nothing about it . He doesn't &luff. I 
could tell f rom the wa;y the President took it that 
he is ver;rmuch in the dark, beoa~se Judge Rosenman 
said, "For three weeks the;y have been tal king about 
it .• He just couldn' t believe that there wasn't 
somewhere an Executive Order giving the President 
the powers. 

MR. WHITE: If the President said he intended to 
do it by Executive Order he must have had some power 
in mind under which he could do it. 

H.M.JR: No ;you don ' t know the President . I 
mean, ;you don • t know the people around him as well 
as I do. I mean the;y would let him get out on the 
end of this limb and he wouldn't have anything. 

l!R. \'BITE: The aruswer ia he doesn't know of 
any power he has? 
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H.1l. JR: The answer h I 1111 willing to bet ten 
to one t hat )le has nothi111 in his hand. That is all 
the more reason--

JAR . WHITE: You fellows have explored all the 
powers of the President ? 

MR. BERNSTEIN: No, I wouldn ' t put it that way. 
I mentioned this idea yesterday, and the Secretary 
was interested enough in it that we worked that idea 
up, · namel{, the 5-b idea. We didn't attempt to look 
up al l ex sting legislation or the co~er-in-chi ef 
powers . The newspavers indicated tba t Biddle was 
supposed to be workinf on tba t problem of canvassing 
all existing legislat on to see whether the President 
bad eny power under the legislation or under the 
Constitution . • H.M.JR: Lis~en, gents , all I wan t to do is to 
lay the ground for you . I want to get out of here, 
and if you want to continue the dis oussion go into 
Mr. Bell ' s room, will you? 

MR. Va!ITE: Yes. 

H.M.JR: But the idea is everybody please put 
his brain on this thing - everybody. 

. . 
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IOIJJ'I 

BaJ'J'1 
Wh1tel 

HNJr: 

W: 

lDCJr: 

W: 

W: 

HMJr: 

II: 

RHJr: 

'i: 

IOIJr: 

V: 

RaJ'J'7. 

Yee, dr. 

JlllJ 24, 1942. 
4:JJ p.a. 

159 

8tiaeon told ae betore Cabinet that he'd read 
JOUJ' aeaorandua and that Hull had eent Herbert 
reie oYer to eee h1a to d1eouee it. Hello •••• 

I'a lieten1ng, eir. 

•••• and that both he and Herbert reie are 
reluotant about haYing epeoial OUJ'l'tnoJ. 

Did. •• • 

Well, I d1db 1 t d1IOUII 1t. I 1&1d, 1 Well, 
8timeon, the next aoYt 11 up to JOU and Bull, 
and when 1ou1re rea4J, we're readJ." 

I Itt. 

I thought 7ou1d like to know. 

Yee - eo that we Juet lt&J put. 

We lt&J put. 

Yeah. 

Ok&J, 

OoodbJI. 

• 

. . 
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Dear Henry, 

N a than Slro u& 
&30 Sixth Avenue 

N ew York , N .Y. 

July 24th, 1942 

Accept hearty congratulation on 

your statement printed in the New York Times 

this morning. It is the most lucid analysis 

o! a complex tax problem that I have aver 

read. Please do not trouble to repl y. 

As ever 

Cordially yours, 

Hon. Henry Morgenthau Jr. 
2434 Belmont Road 
Washington, 0 . c . 

6-/ 
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TO 

lubJeot : 

• 

TREASURY DEPARTMENT 

INTEit Ol'l'lCE COMMU NICA"((ON 

hlll'e'-P, .. paa.a 

Jll' , ... ..,~ 

161 

a.oeat Cllaapa 1a ft'laaa aa4 1b14a et lowu •• , 
ho11l'1U .. 
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s.oretAI'7 Jlorpa111au - 2 

Oert1t1oat .. of 1a4eltwtaeee 111pNY ... el1ptl7 dm'liiC 
the w111t. 'ftle aYer ... ra11e oa t1ae •Rl7 offer1ac of '111lll , 
whiob •• 1aGl"l&ll4 to I'!JO .S.ll11a1, 1'011 tl'aot1oaell7 to 
0, ,68 perOIIlt, . 

Pllroballl '117 the h4eral ()pea lllll'lret Aooo•t 41r1DC 
t he weelt nr1 aana117 Upt, 1otal1 .. o~ 17 .S.lllou, 
aDd ooD111tld of 15 .S.lllou of 'b1Ue aa4 12 .S.lUou of 
cert1t1oah•· lalel of '111111 __ , ... to t2 .S.111ou, 
wbiob, wUil '11111 Mt_.1 u .. ef fW! .S.111ou , l'ln1te4 1a 
a net dloreu1 1a the porttelio of ~~ .S.llloae • 

• 
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2.1Wl 
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ONJT&D ITAT&I TB&AIOBY 

VICTOR. Y FUND COMMITTEE 

.... _ ---..... '""" ..... _ ........ ._. __ -·---··---' - .. ---..,. ..... ~ ... -- · ...._ 0..,_ • 
.............. t 

• . 

PJUT P&Daa•L BBI&B \'& DIITBICT 

l'llllBIAJ. UIID.VI JANit IUUliNG 
-.,.v. • 

ll-ble Bary "IIOI'!Ientll&u, Jr., 
....... .,. ot tM fr'MIIUI')', 
a.lll.J~CU~n. D. c. 

Dear •• leoraW.eyo 

. 1a OCIIIp11,._ Wf.th tM 1'~011; OODtaiJM4 1Jl 

,_,. tllecna ot .lloly1,lt•a, ttlora 1o quoted bel .., a 

_.,. ot tho.,__ ot tho "notory Plmd or~•tl.on 

fit tile llr.t J'ocloral .... ,..... Dhtriot ao to tile t :rpo ot 

lo-~ rr--r ollooald ottor 4111'1"' tM IIDDtb ot 
.AM;IIot &ad ovet; .. tl.oao t or tM ant thrM -til• poriocl, 

pr.parocl by llro J , 0. Stubbo, S.OIIt1ft - t or ot tho 

C-ttooo 

.· 

"1. 1t •• - .r:oc~---- by -
fr'MI1ll')' tll&t till W.p II' 111110 cluo l teZ/111 

will bo roop.....S 1n AIII:IIR• !he o..,IIDIIII ot 
.,uloa 11, -...r, tbat it ohould bo w pplo­

-'M by a •ort ( I • 8 - ttl•) oortl.ll•to 

.. ~. .•.. 
I• !he opi.Jdou O:~~;>Mioocl ao to tho 

trllllta"e onr tiM ...-t ttarM ..m.ll.l...,... pr ... 

4-...n17 1.a nr. ..... ot till toll-DC• 

" a. Pel'iodlo dl'ifto, - or tour 
. .._a ,.ar, .-ta..r *" aa atteoopt to 111otai11 

'a n.q aloo otto"' •ria an4 •7 out. .t. 
wl....-.r orpnlDt1011 wlll bo .. oh ..,.. ot• 

,..1:1." la drift I ot Wt ••• ratbar tMa tile 

';.~ • •I"-' •tloocl ot troquoat ott.rl..,;t• .t. 
~.-:\ ~ llll'ftet.n ............ .,. porlod tbauU ... au ..... 

:.:'· •1• foe' Antill fit orpahotl.oo, .• • ..Soo -
• ,.• I• fit ,., ..... , alll ..._"Oil fit oo11o1toro ao to 

oU * ..,.ne fit \hi towritl.ot to bo attoi'Od, 

.. OMC.,.. • ,_ ..-1. -"""" -;;; .......... ...u ... - ...... 11pl11• * .-n fit * drlwa Ulwo to loet -

................. Ill--'~......,. to 

... ftioocl• Attor .... lo11l• fit the drift, 

..-bore ot ore&JI!. ia1!011 to bo pond tto4 t o co 

about their 0'111\ t.u tneu tor 1 month or th: 
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- z - Jlaly 24, lNZ, 

-· bel'orw otart111C to prwparo l'or tho ...n 4r1,.., 
Dur1D& tllio pol1.o4 pole! ot&l'l' t.D4 ltOJ _, ol' tho 
OJ'&&Dhation 00\llcl bo oorrootl"C l'law tm.t ba'ft 
cll'ftlopocl t.D4 lay plano tor tho f'lrtwoo, 

be Du.riiiC the cl:r1'ft, aoUoi toro •oulcl lla'ft a ftl1.oty or 
1e.u•• u fdter, noh &It 

1, A oix to Iicht -tho• oortit\oato lllltablo tor 
oorporatlon, IUI4 other bu~ro ot thl. o typo ot popor. 

1. A -1- tor. 111111• 1'hh lllcht be a oor1al 
-- ,.a.r h111o wlth cl1ttorwnt ratoo tor 
cl1ttol'lllt aturitloo, a t\...-;r.r boo4 o..,._ 
'ftrtlblo at at..r1ty S.nto a hicJ>or rate lo~~&or 
tor. boo4, or an ha~o ol.llllar to tho rooont 
July troaoury ioouo. 

So A lOJI& tor. tap iiNI ot l'lfl1 otorocl bcm4o 
olaUar to tho outot.M•ns ono, p:r1a11.ly tor 
- s.uv.ra.o. -ot. 

'• Moot ~rta!rt, an ha~o 'lltdoll ~cl bo ..... u. 
able tor ~~~ by all tJtio ol' lll'fto-t :£!!1 oow~ E& Wboie eta of l netltilUou, 

o, t..&oto t.D4 1M11'1-le. 

In orclor to S.n~a~ro a wlclo oalo, thio bOI\4 ohoul4 
lnoorpoft.to tho tollowinc toat..rw11 

a. Pull not:ot1ab111 ty at all t1Mo. Thoro io 
'fti'J real •leo roohtanoo to aey rootl1.ot101\o 
oo...nac ro•l• ol' bonclo. 

bo In -~ tors wUn oix ..,..tho• lntoroot poy­
•nt• with tho pl1.1'1lot:o ot ropotrat1on, 
IM11'1-le, portioularly, aro a41'oroo to 
roc:lotorocl bon4o tor ob1'1ouo roaoono. 

o. C-loto troo4- tor hypothooatlon. Inob1Uty 
to u a• ••our1't1ee •• oollateral nt.turally 
lurto -1r •1•• 

c1. Aoooptanoo at par tor po~ ot 1nhor1tanoo 
-· attor the oouation of hoot1Utl11• 

l.ltbou,;h thiN haft bee -.Jl)' IU!:~IItlOI\1 &I tO lntereet r&tllt 

._. tool tllat tllat 1o a •ttor OOIIII'lotoly 1n tho llanclo ot tho troaoury 
aDd w ba'ft, thorel'oro, proporocl thh -ranclloa rr ... tho point ot 
1'1ow ol' •rollancl1ol.ns, both in tho -.nnor ot prooo4uro IUI4 typo ot 
Mourity to be oolcl.• 
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UNITED STATES TREASURY 
VICTORY FUND COMMITTEE 

FEDERAL RESERVE BANK 
OF NEW YORK 

33 LIBERTY STREET 
NEW YORK, N. Y. 
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···.~~:..~ :.·:: ...... . . ~.. .................... . 
' • ' ' "' 'C""-'' 

The Honorable lleury llorgent.bau, Jr. 1 
S.crat.&ry ot the TN&sury, 
WaohlDcton, D.c. 

Dear S.eN~t.&ry llorgentbaua 

Jul;r 24, 1942. 

Enclosed ie confir~~& Uon ot a telegram which I sent 

to 7ou toda7, setting forth the Y1e•e of the V1ctor.r lUDd Coa­

a1ttee ot tbo Second Federal Reserve D1atr1ct, concerniog the 

Troaeury1o .tugu.et tinanoing and ito progru t or the ne:<t tnr.o 

11011tbo1 ao reqUOieted 1n your rlre ot Jul;r 7tb, 

Your• te1 t.htul.l7, 

I C!lai.rMn. 

•••• 
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# VIC'NRl f1JID <XOWIHD • SICOID ..... j], dSIII'K DIB!UCT. 

, " • u CONPIRWAnON OP 'IUIORAW 
rfU[It.\l AE~Eit\'£ "ANK 

1.68 
MI'EW ' 'ORK 

TO BB MAILBO 

ItA VI TODAY TELEGRAPII£0 YOU .U ~ 

SICIIUIII OF !Ill ftl&lllm 
•••••ma • 

• -uac ol t.be 'ln«7 J-.1 c-l"-e ol u. ....... ~ ·­.-. - . 
W o\ .. to.l4 l~ 20UI to _,...., t.be nq'lltft -\alud 111 'JOfZr win ol 

I~ 7th tor then- ol t.be flft«7 J-.1 011 ntwU.- "IC .. . "--Jip 

-..n n·e.tnc _. lu PftiNII t01t "'--tiliNe -tu. Mu •-UT• .,. 

n.. 1 o...S lilr .,. tiiU a-l''-• t • U riU. n.. o,..,.., 0.. .,. · 

"ccee' ll"""'ftl1'-•, _.. __ , • ..,._. tr 1W -.u. .. c-t.t.Me tar 7 '•at• to 

,... ...... tel'-• 

.~ 

1, J' - U I I .. , .. !I ) .-14 loaft W '-­
Pjj '•tell' • Mllle eJ1 - _,. 6ll'iltc ... -tM 
et "-'• I ; · r ..a on.•n, 1t43, en1Mift ot 
-... ........ ,._ .. .-Ja ol..,. lniap •• h, \a 

--..--.... ... eft'ldllp ol ~ ~. 

2. b -*liU. ...roffiiC ol 11.1 W tz.J H11!e ol•WiJIC 

~u.. rill - "7 dliiL'SIIC *- perW. 

'· a. a-! .... p ....... , .... - .. rat.4 - •'-' 
.. ...,._, .. t ., ......... ~ ........... 

A. ...... 1ft - t' 1 IF n..- .. 2 J/2$ !I ) 

._.. et UM f1f • "'"" tp u """ r1
11
'•• 

!Ida a-& ....... s..- ....... ( ...... ) .. wll 
............... ,..... u ...... -.1e, .. ~ 
...... - ... 1W a 1 5 II• Ia - at ._til, 
' 5 ''• ol ~ ......... - ol IJr'S.H ., .. 

:..~·.'.•, ·, ':>::.s:.:-~r::-:.: 
a PTI••ar-s-. ·~~-­.__ ........ _. ... .._. __ 

a. ..._... ua • ol!IW •-~ ..uaa• 
el' ?11 s ta-'at ... aJIIwme, a 
..... til 15 L 1rt art rr I 11F ar !'I » ..W 
.... 1 y j · f t '7 .. HUte ef ... -ua. 
...... '· ..... •~t...,, -· .-....,n .. •• 5 • 
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, 
1?0 f 

NY 24-1 23 .5P 

A loiEET I NG OF THE VICTORY FUND CCMII TTEE OF THE SECOND FEDERAL RESERVE 

DISTRICT WAS HELD J ULY 20TH TO CONSIDER THE REQUEST CONTAINED IN YOUR 

WIRE OF JUlY 7TH FOR THE VIEWS OF THE VICTORY FUND ORGANIZATION 

,~ONCE~I NING THE TREASURY'S AUGUST FINANCING AND ITS PROGRAM FOR THE 

!EXT THREE MONTHS. SUBSEQUENTLY, THE VIEWS EXPRESSED BY THE FULL 

W:IISI:fli(X WITH VIEWS OBTAINED FROM THE 

REGIONAL CH AIRMEN, WERE CONSOLIDATED BY ITS EXECIITIVE COioiiiTTEE FOR 

THEY ARE AS FOLLOWS : 

IT WAS ASSUMED THAT THE TREASURY lfOI.U> HAVE TO BORROW 

APPROXIMATELY $8 BILLION Of NEW IIONEY. DUIIING THE IIONTHS 

OF AUGUST, SEPTEMBER AND OCTOBER, 1942, EXClUS I YE OF 

FUNDS RECEIVED FltOM THE SALE OF WAR SAYINGS BONDS, T.U 

SAYINGS NOTES AND 1 NCREASED OFFERINGS OF TREASURY BILLS. 

IN ADDITION REFUNDING Of $2.1 TO $2., BILLION OF ..... MATUIU5 

SECURITIES WILL BE NEctSSAitY DURING nUl f'£1UOD. 

( 

"' s 
u 
• y 
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s 
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1126 ·- SHEET TWO 

}• THE COIIAIITTEE SUGG€STS THAT THESE SUioiS BE RAISED ON ABOUT 

THE FOLLOWING SCHEliULE AND WITH THE OFFERINGS INDICATED: 

A. AUGUST 1ST OR THEREABOUTS REOPEN THE 2 1/2 0/0 TREASURY 

BONDS OF 1962-67 TO REALIZE $,00 TO $7,0 MILLION, 

THIS BOND SHOULD BE ISSUED IN COUPON (BEARER) AS WELL 

171 

AS IN REGISTERED FORM, IF AQFj POSSIBLE, AND PROVISION 

SHOULD BE MADE FOR IIEDEMPT I ON IN CASE OF DEATH, 

TERMINATICMI OF TIIUIT, ETC., ·AS IN CASE OF SERIES F AND 

G WAR SAYINGS BONDI; MD · IF THESE CHANGES N.IE MADE THE 

OUTSTAND ING BONDe OF ntiS ISSUE SHOULD BE BROUGHT INTO 

CONFORMITY WITH THE NEW ISSUE. THE BOOI<S FOfl THIS 

ISSUE SHOULD BE KEPT OPEN THREE OR FOUR WEEKS. 

B. AUGUST I'TH Ofl THEREABOUTS OFFER A ONE YEAR CERTIFICATE 

OF INDE.BTEDHESS IN AMOUNT OF ABOUT $1 1/2 BILLION. IT 

WOULD BE ANTICIPATED THAT EVENTUALLY THE TREASURY WOULD 

HAYE OUTSTAND ING APPftOXUIATELY $6 BILLI ON OF SUCH CERTIFI­

CATES, MATURING IN FEBRUARY , MAY , AUGUST AND NOYDIIER • 

. . 

• 
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. : 
• SHEET THREE 

c. EARLY SEPTE~ER REFUND $662 TO $894 MILL ION MATURITIES 

OF SEPTE~l!lE R 15, OCTORER 15, AND D£CE1o4DER 15 WITH A 

1REASURY rJOTE PLUS A CASH OFFERING OF THE SAM€ NOTE TO 

REALI ZE $500 TO $750 MILLION. IT IS SUGGESTED THAT A 

THREE , FOUR , OR FIVE YEAR NOTE DE CONSIDERED. 

D. LATE SEPTEMBER OR EARLY OCTOBER OFFER AN ISSUE OR ISSUES 

OF INTERMEDIATE TREASURY BONDS TOTALING APPROXIMATELY 

$4 OR t 5 ~ ILLION . THIS WOULD BE A STEP TOWARD LARGER 

LESS FREQUENT OFFER INGS AND SHOULD INVOLVE EXTENS IVE 

PR IOR PREPARATION OF THE MARKET, A SELLING CAMPAIGN AND 

A PERIOD OF ABOUT TWO WEEKS FOR COMPLETION OF THE SALE. 

IF SUCH A PROGRAM IS TO BE ADOPTED AN EARLY DECISION IS 

NECESSARY IN ORDER TO ALLOW SUFFICIENT TIME FOR ADEQUATE 

PREPARATION. 

E. LATE OCTOBER REFUND NOVEMBER 1ST MATURITY OF $1 1/2 BIL­

LION CERTIF ICATES OF INDEBTEDNESS WITH ANOTHER ONE YEAR 

ISSUE OF CERT IFICATES OF INDEBTEDNESS . 

172 
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----~~--------------~----~-----, 
• SHEET FOUR 

G£NERAL SUGGESTIONS INCLUDED THE VIEW THAT: 

LIMIT ON SERIES A TAX SAVINGS NOTES SHOULD BE INCREASED 

TO $5,000 OR $10,000; 

(B) THE INTEREST RATE ON SERIES B TAX SAVINGS NOTES SHOULD 

BE INCREASED TO • 72 OF 1 0/0; 

THE VICTORY FUND COUUITTEE IF GIVEN RESPONSIBILITY FOR 

SALES OF SERIES F AND G WAR SAV I NG8 BONDS AS WELL AS 

MARKET AND SEMI -MARKET ISSUES, WOOl.D BE ABLE TO CONCEN­

TRATE SALES EFFORT MORE E¢FECTIVELY; 

(D) MARKET BOND ISSUES UNDER WAR FINANCING CONDITIONS SHOULD 

BE LIMITED TO FIXED MATURITIES WITHOUT OPTION OF PRIOR 

PAYMENT BY THE TREASURY. 

• 

• 

1?3 H 
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- SHEET FIVE 
174 

FUND COtAIITTEE HAD AVAILABLE TO IT, IN COHSIJIERUIG YOUit 

FOR ITS VIEWS, THE REPORT SUBIIITTEll TO YOU BY THE PRINCIPAL 

R BANKS IN NEW YORK CITY PRESENTING THEIR SUGGESTIONS AS TO TH( 

NERAL OUTLINES OF A JIESIRADLE llllk TREASURY FINANCING -...x PROGRAM. 

v 1 CTORY FUND COtAII TTEE llEEIII[]) THE G£NERAL PR INC I PLEI IUGG[ITfJI BY 

I£W YORK CITY BANkS TO BE CONITRUCTIVE, AICD EXPRE88ED SATISFACTION 

ITS RECCMIENDATIOICS FOil Tilt~ FINANCING JIURIIIG M NEXT THREE 

ARE CONS ISTENT WITH MK G(IIEIIAL PRINCIPLES. 
T 

ALLAN SPII«L 1 
' I 

CHAIIIMAN, YICTOIW FUND CC.ITTt A 

IECOfCD FDIIUL IIEIPVE DIITIIICT • 
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• • 
F"EDERAL RI!:SERVE BANK 

01" 

PHILADI!:LPHIA 

on'IGS W 'fM. 

p 1u :e 1DIUIT 

Tile Bo_.abls llelll7 Morpatlaau, lr., 
s.cre\.UT ot t.be ~. 
l&lbiJIItoa, D. C. 

~ cleer llr. Seoret&r71 

lll'q 18, 1942 
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Dpoa noelp\ ot .,_ ..,.,..... ot laq 7, I ubd • ob ot tM Wllft 

Re,toaal ......... ot U. Y1oto17 hall c-it.tee 1a t.bie diat.rio\ \o obtaSa u. 
YSfte ot tMSr Colalf' mw•maa 001111~ 'Ill t.be tort.lu tac 'l'r-ftl7 n..ot.c 
&1111 \o be pnpared \o .u-. t.11e .,.JM\ Sa a priftt.a -t.tac e+st' ... t• 

l!sdllssdq, I'GlT 1~, at. t.b1a lu*. 1ll1a -t.tac ae llsl4 as p'• '• ld~ a-. 
Oso~ Butttac\oD attendtac. PeraU • \o ~ tat. 1t. ae a ~ plea._ \o 

ban bl4 llr. lluttiJICtoD ldt.b ua, ll1a pre- eM8d cr-t.lT t.o U. Sat.aHet. 

&1111 .. tlll&star ot --r - ot u Uld llos ae _, ~ 1a dpl.or1ac \M 

....no. ..,._ ot U. t1.-l ~a''- ..troat.tac tile ~ Uld 1a ~ 

1Dc t• attsou ... eoau-. 
Ws &Uo baft eoat.....S oa \M ..-1 oootidsaUal baa1a ldt.b rs.,...... 

li~ otn..i&l• zcpc MBI oSal baJIU allll t:nn ·:apne1ee, --.1. • ._ 

1Dce bulb, Uld 1wa - a ;•.S• \o obt.aia trt sa 1n ~ U.Sr on- oa \M 

t;n>ss ot lanse .... QIIII"8SSriat.s \o _, !re&12V7 nqc.-at.s dUI"iae tile .at 

tllrse -'118. !'o1a ae ..,_ Sa a dM1re t.o - - ..nn u-~ ~' as 

a e ' d.,.q as ps 'b'• Sa n.. ot * .....SWie ot U. t.uk ..... ot •· 

fts I'NIIlt.e ot - ~ .. 11os ~ 1a t.w part.sa (1) C.. 

-t.a Uld -"-- nl&U., \o ...n- 1asUe tat. tile !rea12V7 ~ otter 

cllll'iai U. Md tlaaNe ..... liP \M 1i&ll\ ot FT 111111 ...,uu- 1a U. ..,._ 

ket, ..a (2) .,..us. •u p u-_. "' -"' tor .,_ arrt1-t.loL 

c ..... • rt'PS• 

4. · 
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:t • 

• 
,., 
~ t:j 
t C'l 
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• 

tiaU• ~ sat a ••• - a , ..... ---· aftilalll.e ,_.. ot .U __...,, ot ,.... fll t1W1 tn- ..0.. 
~ ... ~ ..... na~.- ........ llld.tllllle otrw-
1111•· ... aMlU.., - ... - ~ . - ......__ ~ :"•'- .... 
, •••• ._ .....S.t!M ··=·· ... ~ .... -...... -, ft.l'i.eUM 
~· tM .ala of ... a ~-- "- -.lA lie 9fy a 1,-,.... 
.... 011. ce1MUft ...... - tile ·~ .... a-l\tee. • .... -.14 .. 
.,.,. opec 111dctSa1~ u Sa U. - of 1'ar ....... llolll8. 111owwa1 • 1c 
ot tM o-ltt.- Utet s'" ot .,.,,,.,,, t.de ,._ "est••• a•u .... 1a 
tlle11' ...so- uol ...,, ... U.t tbor7 -u attnn tMM r.u it._ llc4 
1111 tc)1.e -s.u.a. 

IDolll ca S.... -u ..U lie ott.....a Sa -..n bon it ..,, Sa .lotpft U. 
11101114 Ulea lie~_ ........ f01r O.h, ll'o 8cr' ' I walAl 'be ltocJ$ 1 I 
beo&IIM of tbe qartc:ll' ~\ ct. Oil ~ ~. 'file lritoof.pcl f•tcw 
or w. u- _,. lie u foll.Gnt 

•t~~r1t,'t 
x .... pr1oat 
llech="U1t.Tt 

....Utcbll1t.7t 

L1c1taUoDJ 
De,..,M t.ioDJ 
Ito tat 

J.u• HW 
6.....U.. .. 
1 TMZ'• ••• 
1t 7-•·· 
2 Je&r•··· 
2:! JCU•·· 
3 JMI"•··· 

AYWal•• 

,_, ,.... .. 
$1.00. 
lot. •lleble bat ,..._ble attar )0 
.._,.. en. 1c- dow upon 60 clqs' ""'*• at pol' uol aooraecl Sat.r.ct, 
-pt 1111 iDWnct w1ll be paid 1f 
helAl 1acc t.bca 6 DODtlul. 

lot •pUcble, but cli&llll.e •• oo1-
la~. 

lone OD tile -t Of owAercbipo 
$1,000 uol Oftl'o 

.... foll.Gnt 

.111m Y.ar1 ~d J!aH 
1/2'1> 3i7CUI .. 1 ,,..,. 

3/4" 4 ,..are •• 11/2" 
7/8• 4t 70Uioo 1 5/8• 

1" 5 7&UI .. Uk 
11/8• .l'fVCIC 

1~ for S 
Jea:t'l·. 1.ll7~ 
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• 

To ft!IIT ... •IIt.:l!elil ~ .... ?' 1 h. 

• 
•· • •or r 2 

2 

• 1.78 
't/U/1,2 

It.. .. .., .. la* et .,.. ............. .... 
aobiftll4 ill tllol .ale ot C.?N • .... I ... la9SIIp .... 1a ~ • ......_ 
able to tw tanaftl U) • 111 2 Pill tlla ..... u-1 ......... eelJSI$ 
.. t~~oa .... (2) -..sa , ....... ot tlla ...... tt ,,_, ~:a, • 
4aoo-' t•Wn ot C.llr a. IIUtS.al.U.. 111ft .._ otw ill -u. •• 
~ t-U ..._.1a a.:.-- ot ...... ..ana to ....S... tile ...... ,._ 
-~ ill tb1a - 1a Ill 114 ¢ 

2 'r pgt.ia1 aut 'tal of Jlriar iaUI"M\ .,... 
t~~roo~P ~ ~ t11a ..,s•tpel-' r•• n. !Ida,. .. s. ,,._ 
oaW u4 u. paq t ot 18M \Ma PR f• -:a, 1 

2 

: t ·- ou.r t1o11a 1a 
efta\ of deatll, 1a 1 'lF ~ .., 2 10&i"117, 1\ U a ....... , ... 
to ald2 I\ ........... *' - ot iM olt,IM\to'N \o a.riN 0 ..u lie ...,n4 'r elte'•UI$ .. 41111 at ,.__.. u4 ~ t ... p ten, rUJ.ac 
rate• oa ..aa11dft • 

I\ wu a1ao nu .,,.. tlet • ass' tal bollll 1dP\ lie ottoret oo u 
opeo-.1111 lleala to lie - ~ _,. ,,,. I\ e'.Pt lie e1etler to u. 0 .... 
oxoapt tllat 1t .-14 lie ro14 at par, .... 1 IJ ••ble at par aal Ollft7 a low 
n.ta ot illt.OII'eat. I\ ae &p'Mil Ulat tile aDt!H aub~aot ot Wu- 8a'fiap ...,.. 
eboulA r aoa1ft l"DIInl -~UoD 'r tile 'l'raaW17 1t U.salaa- to 'be 
bll1l t ~ ... -.1Dta1Mol. 

• 
eo.pu.Uou ~are roaJ. aJIIII'OXIaaUoaa baMil"" tile u~ll 

tba~ ...-:., otfariJIIa ot ~lima are 1Dora&Mil to 1400 . n u oo 111Aupa~ 
oDd to t 500 p11lton ia SeFt ....... , aal tllat ar - 'l t ..,... are ~- •• 
lndJ.oaW 'r tie J1C 1 I gt v.4. 

•"M\ a"ne1P' 
rotal ~···• ••••••• •••• • ••• • •••• •• • 
Bel\llar borrow1Dc - truata, ar • rtD&•, 

tax aotea &Dd ~ bW. •••••• • • • • • • • • • 

Ad41\ioD&l iaaue•••••••••••••••• •• ••••• 

8tpt.enbrr f'"" 19' 
t otal ~te···•••••••••••••••• •• •••••• 
Bel\llar 'barroldnc - tnata, ar •rtD&a• aa4 ~ ~ ••••••••••••••••••••••••• 

Addi~ 18 .......... . ... ..... ..... . . 

B11l !pp 

J.£2 
..6 
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f"EDitltAL RcaltltVIE .. OP' IIMILADIELIOHIA 

PAO£ NO. 5 To ftoa &P-nlblll1Le• ....,. ..,._*•• lr. 

,,,,,_ 

Ootqbtr p=•W 
Total r.qutr..eate••••~••••••••••••••••••• • .,.1 
Re£11lar borrow1Dc - t.rliita, war aa'fiDia, 

Tr .. aur,r billa, taz aote•••••••• •••••• •••• 2.0 

Jdditioaal laeuea......... ........... 13.1 

CopelUf1op. 

lie bel1eft that U.. fh•MiDI PI'Oil'UI _..w ben u feu1ble ADd 

Y1ll -t tile r.quu-e-nta of U.. ~.....,.. Tbe nne 1n tllla d1etr1ot ...,. 

tllat the general prograa llhould 1nolude VJ>e• of laauea that w1ll ... t ,.11-

detl.ned neede. The Victo17 Fwd c-itte .. O&D tileD exert. Yi&Orou.q i ntell1-

cent tf'!orte in tile 8U'ketiDI of ~lilT Mouriu .. , pertloularq it laauea 

could be publloleed ......raJ. dqa in lldftnoe of eub8ozo1ptlou. .t detlDite polla7 

oxpreaoed in •PPI'OF'iate 1uuea w1ll oontr1bute aablt&ntlall,T to tha eollltioa 

ot tl.aoal probl-. 

' The poeeteet proble• la bow to &roiiM tba publ1o to reel1M tile Mrio,.._ 

Dt88 or the war e1tuat1on. ProbebJT national clri'l'ea of the forMr Liberto' LoaD 
t)'l)e uteDded o~ a fn ..U Mftr&l tiMe a 7e&r .tgbt Mr'I'B •• a pnaral 
ot!JNl.ue oot onq to tba ale of all ld.Dda of ~ aeou:ritu, bllt &leo to 
public ~. S... auo11 ,llrOIZ'UI .tgbt aoooep'hh deairable rewlta ud pft 
Co.oittaeMn reapita. hoe .antblT clr1na. 

We poeetq appNoiata tba oppoM.Iaifr ot abariDI tbaM -Dta 

o~~gceetiona w1tll 7011 ADd hope ib11J w1ll be of - ~- to tba ~8111'7· 
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.UOt.ber .....,..U0. ._. tM\ a UP "-- lie ott.....S to a-.. 
~ 1D th1rV ,.an, a-n ..... 1a,..... ,_, ~ ~. 
a....uule u oolla-.1, Uld 1d.tll tllne wria\ioM u to lDtoerefta 

1 - .l 2ll rate tor tile tim • ~· 1d.tll .,uoa d 
tile ell!l ot tile - ~ ot pre• l''nl .. """" f• 
.PIQI rn, or ~ it a\ * 1lriNWrl optloa, 
tile JJRenn raw tor * z •ntn1 ..._. ~ 
to lie$. 

2 - & Jll'OpoeN!l.,. ~ raw oftr the perio4 ot ~ 
,.an to a......,. 2il' crnr the ct.i.re perS.ocl U M\4 
to atlriv· 

J - A 2~ lloD4, 1d.tb a 211 rate tor tiM tim tea 
,_,.., Uld a 3$ raw to •turiv attor *'· 
Oln1.r,7, W• ..,....U. -u ...... aD,J wri&"--• 
apia, an at~ to lf.n the s-tor ., llllo1.U ll1a 
'loollll an 1JI: ""to IIDl4 1\, Uld ...totter t~~r ~. 

feature tto tMt lndl~ ~ lie pqinc1D- ~ tor t1n ~· 

Uld tlla IIDl4 tor a If..,. .-.rot Je&"• witboat......,... UiJ ~ 
at aU, Ul4 t11a on an . .-ltr 11u11 NOeift J: J)ol.l.arl per 80ntll t• a 

If..,. IUiber ot -'hi hpre..Unc a,__ 1nwren pl.• v=• 
411'1NU nt of prin«dpal.o 

r-t17, t.11ere ~lie ott.....S c:orpora\ioU an41ndl~ 

tax paJWe, a t-.-:r-z' Jloto ac"P'·N• tor x- ,._, witll a....-. 
~.... ....._ t • .,.,.....,. t• .... _.., 

OOIIpOil rate, to lie ot ~ 1n"' an to-_, · ··- -
-----·· .J_....._ ________ _ 
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The oplld.oa •• .._,,..,,. 2 11Md tllat. aa "OM' 

oon•antJ.o-.1 tiJ)e offeriJica Moul4 - 1a p&1n _ 11q a *'"'-,_.. 

ottarit>c aDd a ........,,_.. ottartac, or a -..,_.. ottartac U14 a 

t.eD-JMJ' ottartaa, 110 tllat tiM .al.•- 00111.4 ba,.. .., altlirlatJ.ft 

to otter to .uit 1ad1'0idlal r.quiJolleaU, 

'!'be tollow1ac -wl 'be a _.,. ot the h-• ottereol, aDd 

the 110oq nd...S tor tiM tl.-1 ,_.. l~a 
~ 

w..r lt.YiD.p loa48 - all. t:nM• • • • • • • • • • • • • • t 12 ,ooo,ooo,oao 
Lone '~ 2:6- • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 9,ooa.ooo,oao 
.. tariU•• f!roca 'I w 10 ,_,.. • • • • • • • • • • • • • ,,ooo,ooo.a 
feD-7Ml' Jlot .. , reoaiftllle tor all tuee... 6,ooo,ooo,ooo 

IIIIDrt-tezw. 1 .. u, r- 2 to ' ,_... ....... 6,ooo,ooo,ooo 

J.Dk opeD credit •• • •• ••• • • • • • • • • • • • • • • • • • • l,,ooo,CX)O,OOO 

!O!&L ••• ••• • •• • • • • ' ' ·OOO·ooo.ooo 
ow- wbolle theeie 11 "" all.-t etton to l.Jie..- .al.ee to 

tho publlo, Ul4 'bT •pll>lio" w 1noluot. CorpoNtJ.ou, Parillerehi~, 

TNat.eea, •• ••at 11a111a aDd 1ad1Y1<11aala. '1'0 4o uu., beaU llbol&l4 

be a•1l•h'le aa oollat&Nl, tor at- etep UM llulke ~'be aaload 

to Coopeftte 1J1 N•nojDI tiM 1llftltor wbo OUl ..U - ~ a 2!lll doom 

~11\, 'borl'oll the nat at ltllllt, oo Ul ...,.... t~ of ~ 

~ate. OorporatJ.ODI w1ll pro~ Mft to 'be per...S.S to 1IOJ'It 
·. 

ftth -'-1111' oub 'beleM •• 1JI .... - 'lloll4l tllat ..... f'clllT DqOti.dl.e, 

aD4 borrow periectl~ IIIDQ14 tba1r ~ oub 'M
1
·- "-114 1\, 

1Datea4 of tiM ••n•t. po11q of eoaoll lArP oub ._,. ••• tat 

bo~ at all b ~ oute1M ot ~ p1aa. 

• • • 

I 'l/ 
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!be looal a-1~\M 1a ·m- to 'br1Ac ita ettorw bto 

Wl1forsl.t7 with -~ 1e loe1A1 cloM ill other clietnov. It will 

weloa.a, u - •• theT O&D be fo~W, the ~·· ouWM 

of wbat the propou of ~ 11 to be for &I tar Uet.cl •• U 

caD be projaoW. lbat deP"M of pNaiUN 11 to be pa~ vpoD tbe 

public, parU.calarl.T corpnoau-t !V 'llbat azt&Dt ia U ciN1:ted 

that pan of tbe N•M1n11oeol be oarriaclll)" 1D4b14aou &Jd 

corporationa placii1DC their prhav o..Ut to .. _ the bw ·xt 

J..q 22, 1942 

~~tw, 

~·./ 1-' L--
'ftdr<t RoaliOJI&l eo-1 twa 
J'ouMll J'llllerel -. ........ Dlnnn 
VIC!I:U ruiiD WHD 

-'3 -

• 
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VIII'I"'IIY I'UND -MWi i && ...................... 
fDCUlllanVI&ul& ... UIIJI 

IICH-D. VIMIIIIA 

Dear Ill' • S.or.tUTI 

In .... poue to 1011r telecna ot ~~ 7, I .. 

.,.,..u .... ot tiM YUtoz7 Plmd c-itt .. ot the nttb 

Federal Reaena Dilltri$ .., tillanoiAC tiM oaab ~ 

aent• or tiM Treu~U7 tor tiM three .... tba btopnnlnc 

Aucu-t l, 1942. Tbia -&lldua pr ... nu tba Yien ot 

the ten -bera ot tbe Dietr1ot c-ittM wbo ..t. 1n 

IILaCCP 
Enclosure 

SinceN~ .,.ov:ra, 

-~~- .... :.,.._~ 
IIOOH LEACH, 

CbairMn, Victor)' Jllln4 c.:-ittaa, 
f'U'th Federal Roaert"a D1atr1ot. 

The Honorable Jt.nry llorgenthau, lr., 
SeeretUT ot the Treaalll')' , 

l'aahi~on, D. c. 
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SUGGESTIOIIS 011 FI/1/Ill~lliC 

tREASORr CASH REI.IIIIJI1.:mlrS 

FOR THE 

• 

T!IREa IIOIIT!t:; &iEGlllHING <IUGUl>T l, 1942 

SUBlUTT£D JULY 22, 1942 

ax 

VlCTORI FUIIO COIIIIITTT::.E 

FIPTH FEili!&\L RE.;ERYE Dlli'I'RICT 

• 

184 . 
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• 185 
AnY plAn for ftnanctnc Treaaury caeb requireaentL for e three ~th• ' 

period involves the neces5it7 for kn catiaate or those r.,uiro.cnts. s u cb an 

ev~i,..tc cannot readil,y be oo.de even th<Nib the ••t1..ate<i buclaot. dei'icit tor the 

!!o:nl 1el!r 194) ae revised on April 21,, 1942, 11 hvai.leble. Tbe plen CNUined 

In ~his .,e:ooranclua 13 baaed en the probablll\Y thet. tbe Troa•ury will re~uire $7 

bil lion and posoi ol,y a 11t.Ue 110re 1n the three cont.hs' period. Tbh aat.lMt.. 

•llow" for r cceipto frOCD tbe ada of Epeelo:..l b•uu to tru•t ~<eCNnt.o , fro. war 

rovinG• bonds , frOCD tu antlclput!on note• , """ fr011 . the ueltl,y iocuance of $.350 

~>IUion of Treasury bills. 

On the ~sis of tbe above aGtlmate, tbe followina pan !or fl.lwnctnc 

t he e<o $h rcqulremonta lo preoentod1 

1. 

}.. 

J . 

l ncroaae the weekly io~ue of Trea5ury bills froa 
050 .. uuon to $400 •illlcn on J.uauat 5, to 
provide •••.•• ••..••• •••.••••• .• ••••••••••.•••••• 

Reopen tbo 2~ bonds Of 1962-67 GbCNt •·Ui\lfit l, 
to provide ••••••••••••••••••••.••••••••••••••.•• 

Sell In the aarkot 1n J.uauat. a Certi!lc&te of ID­
debtedncu with a e&~ty ot one :roar on4 a coupon 
o! 7/8 (a aaturit.7 of around nine IIOC\t.bs end a 
coupon of )/4 is the next choice), to provide ••• 

4. Offer In ~ptcaber ~ ;,1,500 aUllon note la~ue with 
a maturit7 or around t.~<o lllld oo• ball .to three 7eare 
t o ret\and three is•uu •turin& in Septoaber, Octo­
ber on4 Docesber, uounttnc to $894 lll.Uioo, or toro 

r.eparate haues - on• Cor re1\u>din& and ooe ror """' 
11oney, to provide ••• • •••••••••.••••••• • •••• ••••• 

5. Sell in tbe -.rket ill October a bonll wit.b " •­
what lcncer Mturit,)< aGel a .-bat hipr coupoo 

tbaJ\ tne ~ bend ieauecl 1n Jul7, to prorida • • • • • 

total ••••• ••••••••.••••••• •••• 

A.8olmt 
'In· Milliopt) 

• 650 

550 

1,500 

600 

J , QOO 

In audlt.ion to t.be .. bove, of!<;r durin& tile letter part or &\~&Wit 
or the first. of Septoaber a 11011...,-l<et. ie- wit.b oo Mturit,)< 
of .:a or ) ,.,....., te rN&.Ln opoa in4efill.ltel7. lt. t. tboucl>\ 
by - t.ba\ web ..,. ie- lli&b\ FowiiM at. 1..,.\ ~l blllloo, 
but tb<rc o.ppeer to be no "niable cia\& QPOO ftl.cb a rell&ble 

estLmate cCNld be bo5ed. 
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• t86 
meR' IJI&§I 

1111n .u ton~~rq u~u. 111t.erut 111 "--7 b1.l.la outaide of._ 

torlt uo4 au-., aMP'~~ tor ~peolal JIIII'IIOH8• .,..,., ,._ t.bo 

bill Hte roM k UGIIIIIl 0.)'1 per _, ..._ .u ..UooW .., 111crouo4 111t.orod 

on the pe.rt of bu111a CIO'=ide tbooo clUoo. tllia .111t.oroot baa baeD ot.iallaW 

aOMIIbot tbrou&ll t.bo oU!X'\8 of federal lleOOl'Yo bullla 111 explal.n111& the a4• on­

tapa of billa u ~t.ona 111fto-t paper and "lao tbrOI&Ib the action ot tbo 

Fodorlil Reteno boAiul 111 .. te.bl1ah1Ac a 3/8 ot one par c«1t Qo-iac rate 011 all 

TraaSW')' billt ottorod w tot... 'lbo rile of abort.-tora rateo to pros811t l.,.la 

occ:urred wit.boolt pro .. uro .., tbo loac-t.ona rote IIDd u. io t.IJoucbt tbot tbo 

rata 011 ninot,y-«~a clq billa coulcl co to l/2 ot 011a par cant without &tfectiac 

l q-tora ntea. buch a rate woul.cl unc!OIIbte41¥ roault 1n a mlch rlder d1o~ibu­

t1on or billa a_,. hllftlto, tbuo loe eOTI!.ni: tho otro.in on the pr1neipo4 aoney IIW'• 

kota. llorooYer, it would probe~ attrr.ct a4dit1onAll tund• fr011 inveetor• other 

than bonka, Th1a topliec tbot the ~inc rate of tho Federal Reserve bknka would 

bt rr.iaed to l/2 of 0110 par cant with auitablt protection to tho holders of out­

ato.nc!inc billa. 

llhllo thoro bao b.., an incrouod intaraat 1n Tre<oSIU')' billa 1n tbo 

F1ttb fodar&l Ruorn DioJtrict, it ia tboucbt thAt tbe dlltributiOII lo not " 

broa4 u it abcNld be ODCl u.e Victor)' Jlmd Orpnlzctloo 11 pl.e.nn1.nc to at1.8Uota 

tba aalta of tbia Mcuri t,y. 

Bmm!DfG a 2-V21W" or 1962-1967a 

It 11 ouccutod tbat tbia l •w• bt reopened Gbout A"''>\lat 1 >.nd t bo.t 

it be lttt open a IIOIItb. Tb1a hood appeal• to ,..ey in&urMct comp11nies W>cl to 

•o• other invutora bacouao of tbo 2-l/2'$ coupon o.ncl bacuu•• of 1 to -.rket<.­

b1Utq non tbouab it C<W>ot ba purchllced tv bknk£1 but i t ia doubted tb&t ito 

reopanlnc will Jiolcl at tbio tille ... ch mora thllll $550 al.lllon. It 1: not likalJ 

tll&t thoro will be ~ CCD$ldorable dnand t'or tbia laouo 1n the Fifth Federal 

-~-
-? -

.. 
4 " 
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• tfMUT Flli6JICIIfQ& 

There o.ppur to be at lec.at three plaaa tbat -u be folloftd ill 

r.Uolnc ~1,500 al.llion 1n Aucuat, •• followar 

(1) bmoe e bond with a -lat loqw aturitoT Ul4 a -
what blper coupco t.bu t.bt 2 per cmt tlcool t.bl.t •• 
1ae11ed 1n Jlll,y. 

(2) !6111• o. note. 

(J) !&111• c. C.rtU'icate of Illdebtec!Deu with 11 Mtllrit.f of 
one year and o. coupco of 7/8, or with e Mtllrit,r of 
around nine -~ Will a c~ of 'J/4 per oct. 

~>.- bt.nk& profer to bolcl •tviti .. wit.bin " _ _,ear llal.tJ ota.n 

will so to twe1vo yean, or bqOIId, in order to pt " b1cbtr coupOD. IIIIa \M 

2 per cent bond waa ioiiiWd in Jlll,y 1 there were M11J inn a tort wbo deairecl a 

2-l/8 or 2-l/4 per cent bond with a lancer •turU;y. h 1e ent1rw.l,r poa•tll1a 

tllat 4110ther bond ia- in Aqi&R -u ba a RCe&U1 bllt it - Mdnilla 

to retrtin tr .. crOIIIiina tbla area ao •-· !be -t ot aaw _,. wb1Gia wW 

be 1\teded by the Treei>IIJ7 in Sapteabar will be relatinl,y ...U, bllt tM l'elpdn-

• 
mont for October will pt"obebl,y '11at117 e boDd 1a...- of UIDISII&l alae. Jr t.llat 

tiM there F4011ld be e &oo4 d-rul f or e~~oll &D ~. 

Tbere appaare to ba llt\le ....ut dearul tor • note at t.bU u.. 

llortover, it 1e thO\IIIIt t.b&t tile !Hu\117 lli&bt 1- e note ill Sap* t te 

rol'ul\d lll&tW'inc hwea, 111 tollonr 

U. ~. Treuur)' lote• 
R. r. c. lotea 
u. ~. TreuiiJ7 ~ 

Sa,- 'I 

~ 
Daa1a'bw 

-'-' (Ia ,,,,.,, 

IJ&a .. ....... ·-I£ thia 11 doDa, t.bt Tre&81117 aJ.cbt ftl'1 waU _. tM ..U ~ -.. ~-~~ 
to pi'0\'1de- DR~· 1o tA.ww Na ..n.n at*' U.. ..._ •' *II( 

118111 ot l-1 1500 wtJH•1 with a •Writr of -.o ... & -.lf te ...._ ,.119!!-ll• 

the &:r&ctica ot MIIU't'\llll ~ ~ - ...., ~ la .. -~t·IIJ!~ 

it ai&llt be nU ill thil 1Ut&Aoe W -lM:r - ~ t• liiiUa ..... ~\tl~t 

- ,. -
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dew or tJ1e f•c\ \114~ ..U t.bree 1asue~ :oatur1J>c 111 tJ1e rMQ!Idor of tJ1e cal•nd.:.r 

ye..r ~we..,ta oal¥ t894 ailll011. A dec1Gi011 aa to the reloUve aerit£ of ~ 

or toro note 118\le& e&n be 1l&de .ore &JlPl•oprl.Ltel;t t;lwm tba tao ol" w~ fl.n&ncl.llc 

opf'l"o<lChU Md .ora data 011 c:aab raquirOMnta are •ftilable. It aight develop . 

that the bond iuaua auc&•ated for October could bo offored to creater nu~to.se 

dur1n8 the latter po.rt ot bapto.llber. 

Tbaro r~mc.inn for consiaerntion i'or •llliULt f 1nc.nc1ns " cert1f1c•to. or 

indeot ednou. l>1nce thia Mthod of t'inancl.llc weu reLumod, the 1"re&SW')' bes &old 

two $l ,m 111111011 1••uea, DB follOW&! 

Ial\le Maturity 
~ J!l1!_ Do.t.t Ra~ 

A-1942 4-lS~ 11-l-42 1/'ZI. 
.l-1943 6-2~ :. -1-4) 5/ 8$ 

lt ia thOUIIbt t.lu!t tba -.rkat will road1l,y take Mother l>l,SOO Dillion 

or cert1f1cat.ta , eapeciall,}' 1t tba •tur1t,y 1o lona hlld tbo i nteroat rate 1G 

higher than 5/8 of one per c10t. A Mturit;y of ono yonr Wid " ccuyon of 7/8 1o 

IIU880nted, 1"ba next choice would bo a 114turit,y of around nino 10ontbs hOd U 

coupon of 'J/4 par cmt. In tbia connection, it aight bo well for tha Fedorcl 

Rosene be.nka to cooaicier tba odw1a&b1l1t,y of ea~bl1&b1118 pr•fortm~U.l discount 

ratu on lOWla aac:urad b.r ~ obl1CI't1ooa •turl.lls witbin cne your. 

Tile pan of tl.ll&ncillc orr-~ r~r-ta tor tJ1e out tbree ..,...t.he 

&lao conteapl&\aa tba offarine of a n.., ~pacicl i oLue 111 t he fora o! " 2-1/"1: \o 

) yaur non--.rkatabla 1"rea6Ur)' oblipUon. 1t would be \be pUrpooe of th11 

h•u• to attro.ct tba idle f\IDd<l of .,...iou q.paa or bwl111aee orpoiaeU011n. 

Buaineoa concamo wiUaou& ..,... order• GH apootad to liM•• ... uer 1n'f&ntor1u 

•na recaiftblae AD4 l&rpr C8&b bal&AC•• Ult.n U~~Ml. In a4dit1011, - bwl1-

oua concarna rill baft aft.ilabla ~· tor da....,l.l.Uc:e GDil d8plati011 wldch 

CCJ!Dot ba uUlUacl 1D \be ~ - · \obila tAa propoMd lasue ~~~ not 

ba Mrbtabla, U would ba rac!e-bla at par \lpoD &UV da;(e1 DOtlc&. !te 

- I. -
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• • appl&l ..U be _..._ .. 

ootea eol4 dlariDI • -* ..W • ..._. • tM llrl\ t6 .._ - Mill:;. 

depollta, w1tboiA Ualt u t. ••• 

coapu'1- witll -.rtrft "'" t. attrut ,_.. _. ,_ ... •-

t.he lbort-tenl -.rtrft 11114 ........... VftiiiN ....... till ........ 

"' IICill'lQo• It la ll1lb1;r 4eainble *'. ~- .. Ia ...... ~ 

ticable. tbeH •IIPMI'• to be a P'WiiiC U!paU.. • tM p!lri t6 S.IWI ... J: 

rupect tc t.be - "'·•cal d11't1cul.U .. iACU.t to....,.._...~---. 

In Yin ot t.be v a •=• - t.M.t .n be llauao1d. to u-* -• 
1t .., ... clu1rallle to c&1'1'7 a .W.tallle ftriev ot .._. • ...,., ... • t.be llllall.• 
~ 1nvutcr1 F•far t.be \1.-l 1;)'pea ot ....rUt u-•J otlleH - iAW..W ta 

pre.nteo o£ pr1nc1pul Ul4 otbc' q~ecl.&l teaturea. 111r DOt P '"' ~ u 0....., 

tWI1t.y to ~ ·•hut tbq like! There 1a no WQT to tell 1A adftllcl ot a trial llow • 
"uch appeal a £1von 1ooue woulcl br.n. To tlle uteot Ul&t it attractl f'ull4e Ul&t 

aro not invested in billa, cert1ticatlo, or otbar t.ypel ot b-•• 1t would diala­

ieh the w ee WIOIII'It that JII\Uit 1Aav1tlbl,y bo borl'O'Io'ed b-oa ~oW lll&nU - a 

reoult tbat 11 K:l' .. tly t.o be cleal.re4. The V1ct.o17 !'IIDd c-ittiN are ooo 1JI a 

petition to detlr.ine the inftat.ent appeal of cucb an 11 ..... 

MISCfi ' edEOOS sursnnCM 
It 11 believed tJ>at t.be Nl• ot to.x antic1pe.tlon notla coulcl ba 11-

crou~d , if 

(a) 

(b) 

the 1.1101111t ot S.r1ee A notea wbicb can be purchased aA4 
u ted. in ~ ono c.Uenclar year wero Hncl "t ts, 000 to 
¥10.000. c.nd. 
the rAte ot 1ntareot pc.id. on Sor1ea 8 not11 Wlre in....,._aed 
to o. 72 per cont. 

Tho prcetnt Hait or $1.200 on t;or1u A rootoa Kn& .ucb too U0:11 aA4 lbort.-taw 
• 

rote• lwvo t i .....S aince tbe rat.e ot o./,8 per cent n• esb blilbl:d. tor Selri el I 

notes . 

-s-
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t't: J>ERAL Rt: s t: R\"E D .\:-.-K 0 ,.. C m c.\ Go 

''""'' ,,, 1 ttt ..... ... ,,,,_ ... , 

Hono:-"twh Hottnr""/ Wor@Cent.n.eu, Jr ., 
.:fJ~:"fiVt r'J uf tne "!'r ea.s ury, 
,.,.,~~n;"..?n , U. c. 

.. 

1 . Th~ :ol l owing s u..;J estlons M''' boon :u.oif !n con;;.••!! ' !-... :t P!. t.n 
t.ru!l 2 l/2'1. issu.e due 1962-67, 4nown ti:S t.h~ "t.ap 1- u"' " 

(o J Tne bonds ~ issued 1n ~,rer fonn .. : I.'\ a ;,ravi :ti:u, 
engr!l ved on the face t h.ll t. t.he:r c'lnno t. t ~ neld by t."ln.~s . 

(DJ The i a sue be eJ.1g1ble ~t. p.r tor .a.y:a•n!. 1!' tf"<D .... r'll 
i nh.,r 1t.1oce Taxe a anci t.hos o ntdo!"·,l .nc~ Tt...x~s ~l~uay 
a ccruo<l ar>d ;;ayable a f t e r doH '> . 

2 . lo•es t.•ent. bankere unant..ous l7 i'a vor a ner ot. hble coupon bond 
a \ll tAble for !"una s of invest.ora . 

4 • .iev•ra l o ld o!¥ sep-.r~~o<l b· nl<s bell••• tn • a 2 1/41, bond l a 
rf!lgl! t.,-•red rona t..nd uturing in t'ro.:a t•~'lve to fifteen ye!'lrs 
ooulo te popuV. r. 

1.91. 

S. Sub:o..t.4ntta l sent.Jmunt. wns exp:-tstS .. d for :.n 1esue which would 
1*1 a r-ate de?endln6 upon t.he 1en~ t.h of' t.lme held . This would 
~ov ld o " " lnc•n~ive for ln•tl t ut lonAl buyor • t o hold to 
M t.~Ui t.y. l n!lura nee eo::;WJ n '•s espoc 1ally 111re 1nt~rosted 1A 
t.h1s type. One 1 •por~n t ineurance execu t i ve ~~~·, ~ed a 
t.went.y - r1v e y•~ r bond ;-.-e.Ti-D& t.·•o ra tos of interest.; 1.e., 
1 1/~ for f i ve Y•• r• and ].J for t oentJ 7oora, g1Ying an ef~eetlvo 
7 leld or 2 . 6ZS if held to ""t >rlt7 • The issue would be non-negotiable 
tor fi ve yea rJ . The :"wtds of one ta r e• insu.J"'Ance c o.plllT would be 
ettr~cted by an luue o r t wenty year 2 1/21> bonds which r.>uld c:ature 
at 110 but onl.7 if neld to on t ur1 ty by t he or 101n•l purcb•sor. 

Regraded Unclassified



Ju.I.T :s. 1942 

o. !nor• are SeYeral expressioas of aentiatnt tor a lotter.r 
~ •• tura , throu,;h wni ot drawing& would be made eYery ~onth 
of a ctrt.a i n 11Wiber of E and F bonda, the n1111bert aelooted 
b;r the draw in& to be paid at par. 

7. One large bank SU(;gesta th• t 1r rtatrn re~llireaenta in 
~; .. York and Chlca.;o are adjwoted prior to the financing , 
i t would be feaaibla for tho Treaa~ to1 

(a r ,.....,d t he bill •rket r..- · ··- to WHk W>t11 soo 
~0~ a •••k is bein, orf~r~4. 

( o) Oftltr earl;r in ~u,.'"Uot a )//$ certi tica t.e hsue due 
.., 1, 191.3, but 1r the bill ret.e 1a changed to 1/2 ot 
lJ, a certificate issue s hould not be offered untU such 
...... hao bean =-de e ffect iYe. 

(c) Die &\ligestod procedure would care for Au,;ust roquire­
..... and lean the •rket clear tor an offerlnc by tho 
,free.....,. ot a nota issue in Sopto01ber at a prico that 
WO..W be 1D line at that tiae • .lt present , in the Judpeot 
ot th1o hank, it would appear that a 1 S/8'/. Doh duo 
Ju.l.7 lS , 191.7 should be worth about a l.bO b&ala, or 
100 1/1. Perhapl in Sept.e:ober tbh luuo would hrin& 
100 1/4. .Another poasihilit.T in September would be a 
1 3/ar. note due S.pte•ber 1S, 191.6 which abould loll on 
about. a 1.)2 bt.aio or about 100 10/)2. 

(d) Treu~ baa )1.2 .UUon 2$ notu diWI S.pte•ber lS, 1942. 
liT hold1Dc th• note iaaiWI ott uat.U S.pt.e•ber, tbe Treao~ 
could at the •• t.iae otter an .xcbani• tor thia S.pto•ber 
uturit7. 

192 

8, One outat.anding trwot coap&D1 hao rae-ended that a __.net 
ri&k, abort ""' aecurit1 be iaaued with •turit.T aot to exceed 
the r •ara, redee•ble a ttar aix ..ntha and D&I'J')'ing procreosinl:r 
hlaher intar••t. ratoa tor aach aix .ontha period held b;r the 
purchaaer. It belinea tlaat it &llcll an iesllt would be ellc1ble 
&I colla t.era1 to aecura trust depoai t a lllllier the Trult .leta ot 
the n.r1ou at.atea and for borr owlnc at •-rci&l belllta, .....,. 
1Dot.1t11tioDa would purclaaae the i UIWI 1D larp .....,.t.&. 

9. ODe 011t.at.and1Dc •tual lira iDeW"AnOe c•pt.IIT baa t1aa tollow1Dc 
re1 taU• •• 

( a ) 1- lAqer t.aJ'II Traanl'7 ._.a ri\ll 1Dteraat. retaa IIJ.cba' 

tMa··· 
( It) J.e- Traan1'7 loDdJi d ,..._, ,talA re\HI 

··-
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-) Hooorable HoDJ'f llorgent.hau, Jr. Ju.l.T 25. 1942 

l. Noncalloblo &nd Jl0.7"blo, ho•·'Vor, at a pre•lwo abon 
pe.r at •turlt,r it hold to •turit,r fro• dnto ot issue 
~ tho original subscriber. 

193 

2 . lf calloble and so hold to bear a hlgh~r r~ta of interest 
fro• tho first e&l1 date at par to the zoturl t.r date . 

lO. Sn a ra l havo indicated lh!lt. such a grad,...lly sca ling up of 
the 7i e ld as zaturi t i es are t~ngthtned would not ups~t tbe 
.. rkot. tor outst&nding i s s ues. 

u. a .... roua euggestiona havo boon roco vod indlcHing tha t an 
lncontl'fO tor Institut ional invostors to bold bonds to 
•turlt,r abould not bo onrlookod . 

Our Regional Victory Fund Co=mitteos hsvo boon org&nisod 
and art in a position to render eff1c1•n t servlco in tho ealo of UT 
Troaeury l as uo. The,r a r e assistinG tho Sta te Admlnlstrstora 11 ovor,r 
at.ato in the dietrlct in tho sale of F and G bonds. 

Very truly yours, 

• Regraded Unclassified
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FEDERAL RESERVI!: BAN.K 
or 

ST. LOUIS 

Honorable RCJ'7 llorcea>tllu, Jr., 
Seoret&ry ot the Tre&o~, 
\l'aahlacton, D. c. 

II;)' Dear llro Seoret&J7o 

Thia 1a the letter o11t11n1nc the n ... ot the 11~ 
Dhtrlot Vlotory Fw>4 C~ttee on the Treu~ tl-111& propwa 
t or tl\a nut three -nthe whlob I -tlo»d ill ~ tole,,_ to~. 

195 

• J.o reported ill t» telocz-, tbere -• ....,.U *"'" " ot 
tl!&t a P"blio ottorlnc ot -..btable oeourltlea ill J.llpot obollld bo 
oltl\ar oertltloateo ot Uuleb-oa or notoo. Ill addltloe, tbero 
.,., oollllolln.blo .-t!JoeDt, partlolll&rl)' a.onc the bull: reproaont&• 
thea, tor"" llloreuo to tloOO,ooo,ooo por ...t ill the o.-.,....,t 
woekl)' ottorlJ1&a ot ~llr)' billa. 

Aa " baaia tor IIMiiiC reo-.encl&tlou, lt -• au.-d tl\&t 
~ bUllou would bo rahod ill J.11~t ""d that tl\o nooauary t1..-o· 
inc 1D Sapt.obor &Dd Dotobor wUl total arolllld •5 b1111oDO in 
addition to tllncl& nhod tlli'O\IIIl War S..YiDt;l Bondi and Troaaury bill 
otrarinca at the preaont rate ot J}50,000,000 " woe.k. Tllh ....,unt 
oould be raiaod a a tollowao 

Sopt_.,u and Dotober FiMMl!!C 
(I.D illllou of doilara) 

J.dd1t1o""l Tro&oury billa 
Trou~ ""too (J.aolml.Dt; .t.uguat 

t1D&Do1DC ill, oort1t1oatoo) 
Re&1•t•r•d ahort-t•~ Tarl•ble 

00\&pOD DOt•l 

Total 

.• 550 

2,000 
5.050 
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Honorable II...,. llorc--u,. Jr, • 
Soorot&l')' ot the freU>tl')'t 
ll'alhl~~&toDt D. c. 

196 

ais)lt brlDC 1A a ney ••nu.ual wl- ot ,_,.. w ta.. r...u..,., 
Up to elate oorpo,.Uou Mft IM>t ~ote4 1A .artan&lllo tre&o"'')' 111111 
IUld oortltloateo to tho onea11 t!wlr oaoh reaoiii'Oft WU'I'Uit, fide 
bu bo• larc•17 - to ta.lr .-llU.apeoo to u-._ the ~1 
•rlcot rhlao 1Awln4, the relatlftlJ 1- latereot retwoa oa ...O• 
obort-tona h•••• aD<1 c...-..1 llllt..lll&r1.V with-*"" ot ,.......... 
1DC Ooftl'DMDt oOOW'lt1 .. oa orlcl-1 ottvlac, 

tho tlpre ot t;! b1111ou o- tor oaloo ot a rec1otero4 
obort-tora DOte wb1oh -..14 bo "011 tap• cllll'l.D& So~r aDAI Ootobor 
1o purely a · cuou, 11Dqueot1-b17 thh &11011a11 ot tiiD4a 1o aftllablo 

tor iDfto-at 1A ouoh aa luue, tho .ala probl- 1o the lurtia wbl.oh 

uleta a-c oorporatloa •-tifto that wi&lcl llaft to bo oft...- bJ 
& .. u-orcaalaocl, 'lipro ... , aDAI 1Atellipat ealM proCft8• 

tho .-~>oro wbo oppooo o11oh aa hno quootloa lto popularity 

wlth corpo"'te lnnotoro. llhllo tiM uolla1l ot oorporate tiiD4a tbat 
.Usht bo att ,.otod h&o porh&po · booa O>ot.CCO"'tocl• the oill7 -r to tlnd 
out dotlnl tol7 1o to tey tiM lo no. It the reoul to proft 41oappolllt-

1n& tho ottorlJIC oould bo otoppocl at uq tlu without latorforiDr; wlth 

tho r;ooral r ..... llr7 tlllaaolJIC pJ"'Cft8• •IC)' poraoaal op1llloa 1o tbat • ob 

ot tbo oppoaltloa to ~· type' of luuo •-• rr- b&Dkoro wbo aro 
appro!MD.Oln &bout tiM. t-"'"7 lou ot clopoolto rooult1DC t.­
oorporatloD.O uolJIC tbo1r tlmclo to pW"OIIaoo lt. 

tho prlaey roaoon tor rooowndlac trou11,.Y aoteo h tbolr 

appeal to the baalao ot tbe cllotrlot at tblo u-. Aa 1Doroa .. lD · 
woolcly blll ottorlJIC• aad aa 1oo.,. ot 01rt1tloateo ot lDclobtecloou l D 

Aur;uat would ta1r l7 woll -•t tiM llquldlt)' roqul.-.oto of the baDko 

tor tho tlu bolJIC. lloroonr, tho reoa t ottorlJICo ot troao"'')' bondo 
hue boon lD tho lDto,..cllate-to .. ooot1oD ot tho llat oo t hat lt 
would t.ppoar ad'liao.blo to awld tbat -rloot t or a tow IIODtba. SlDoo 
t ho b&.Dlco ht.YO thuo roooDtlT aoqulrod aubot&Dtial tuOOIIDto of 1Dter­
mod1at o bonda aDd ftr)' abort-to .. ooourlt1oa, throe- to tln-yoar 
no~•• would tlt ln -11 to their portto11oa troo tho ato.Ddpol~ of • 
balanced M tur1 ty d1otrl'but1on. fbo banl<o alao are portl&l to 
-;'rea.tu.ry not•• b•oau•• they haft a t i x.d .at\&rity rather thaD &Jl 

optional o&ll porlod. fh• taot that th• troaolll')' boo t&lrl)' .-11 
dobt ""'turltioa lD 1947 1o another roaaon tor ooD.01dor1nc a tin-)'..,. 

note now • 

• 
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UN I TE D S TA TES TR E A SUR Y 

VICTORY FUND COMMITIEE 
Fourth Fodenl R- n• Diltri<t 

Fodtrol R-ne ll&ak Builcli~ 

CLE VEL A S D 

.:r. ~eo~·,o Durr1nston, 
~s\ot&nt to tbe Seoret&ry, 
r roas'Jry Depc>rtoooat, 
Woo~~&ton, D. C. 

De r :.:r. !luttiJ>cton• -

Jul y 2•, 1942, 

19? {·' 

Soce ti:u oco , the Soorot&ry ougeetet tllat ho w uld be pleuo<l to 
honr t.'>o viowo or tho V&riO'J I Victory ....... oe..i tt••• Oil tho typo ot luuoo 
to be ottored tor ado 1n tho next o-ral - the by tho TroUul')·o ln Una 
.• ,ith thl• , t.oo Victory Fund Co111111ltteo or t • F011rth Fo<loro.l Ro .. rYo Dlotrlct 
aolced ropro•ontlltlve benlcors and oooviU• Maloro 1J> thll district to 
sulnlt thoir vioYIO • As -• to be. oxpeot.d. t horo '""'" no unon!J:>it-; or 
op1~1on and thorofore it 1a not poosiblo t o 111balit n oompooito viow or tl•i• 
distri ct . Tho roll.owinc Vie"NS , howovffr, r•proaont the majority op1ntona 

(1) 

(2) 

It wu felt by lllOOt or tho indi•iduall oonoultod tl.,t 
it ..,ul d be TOrJ holp.!'ul if lt\rgor allotmonto 1J> .!'ull 
were made on now issues or r reatury Bonde &Dd Uotea. 
In thl• oomootlon we are doYelopln& new outlet• for 
Oowi"Wilent 1aaue.s &Dd 1D the oaee or the rocont ~ .. istuo. 
1949-51, wo oxperlonoed ocao dirtioulty with inexporioneod 
buyora 1J> oxolel!liar; thet on ~ir oubeorl?tiono tho)' 
NOOho<l oru,Y a ~ allot::lento llo beliOVI thet if 
oubaorlptiono oould be o.llotod In .!'ull Ur to, oay, ~250,000, 
it would be TOry hol :>fUl o r .. believe it would do AWl)' 

to quite a degree wi.th purol>AifJrl try1D' to :u••• the 
ouooeoo ot any ioaue , and padd ins their oubloription• 
aooordia&lY• Thil aicht be a 41aa1troua •xp•rionoe 
tor a t'lOW b~or of UovcrtliiiOD.t Bond• • 

Thoro '""" a ""'jori ty opinion to tho ortoot t hat tho 
preoont ti.Jlle 11 pro pi tiouo tor a long term Tap 1o ouoo It 
WOO felt quito otr~ly, -VOr, thot 00111idorabl0 :.too 
roo1otllnoe oould be brolaln down it tho 60- day altin,. 
period before tho iuuo be- neGotiable, wl~oh oxiot! d 
i ·l t he out.talldl.n;l ioc>~e, wore oll..tnatod. .loodloao .o 
1ft\/ • a Tap 1a•u• in oot~pon torm ia also IIWOh mro aalable 

than a r eGiotllred iooue o 
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UN ITED ST~TES TREASURY 

VICTORY FUND COMMITTEE 
Focuth Federal R-.,e D1ocrict 

Fed~ra.l R~ &...k Bulld'-f 
CLEJIELAND. 

-2-

(3) !hero 'fto a decided pre!'eNIIOo tor a "•pUt" ot1'or~..a&, 
t lt&t io, a r ap iaoue tor part or tho doolred a.ouat and 
a ohorter tonD iooue oligiblo tor b111>b tor tho ...... illclor 
ot tho dooired UIOUDt. For that part ot tho 1ooue 
'*h1oh would bo largely bou;ht by banu and oorporatlo.,., 
tho Pittobur~h 3&rket r.lt that a too to tw.l.w year 
houo would be readily oalablo 1.D ooii3W1otlon 'Ill th the 
tap. Tho CleYoland area !'olt that a Cort1t1oato ot 
Indobtodnooo, oay, a ten or olo~ aonth ioeuo, would be 
tho 1:101t attractive !'rom the bank qlo 111 oolljunotion with 
a lone t enD rap . 
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t:r. lb,.. o!' Cino!.n-.t1, who 1o Cha1nD&D ot tho Third Area or the Vlotory 
?.md Co,.,oi ttoo ot t he Fourth Federal lleiOl'YO D11triot, prepared a longt!v 
:ooooro.ndum outli.Din& tho Y&r1ouo poillto ot now or th&t .lrM "*'1oh he would lllr.o 
•ub:>i ttod to the 'l'reaoury, &Dd it 1o onolo10d herewith. 

fRl) 

a no 
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- auaw~••• ll'l'•m••• -
.... ..... *-.fi'II..U .. .., .......... - "'""'~--· 

riUJCDIII'- Sa rna 111 to 11 e1w1 .. , It='• 1 ; 11, *' 
-..a..ta- ot • sm'm _,,. now ,_ ccaw . _,_ 
*b C'tl ftll - tM lilllld-'. 

!M -u rt1m r.r tile .U.S,. to.__,. Sa..._... u a ..u• 
INIWND a twa ;- lllto 7114 a w !'£ 1- ._., a• pw' 5 71111' tM 

total to .. ...U.. W,. •• ell 's 11 to ..... 711 tM 

lou1a ot ......a.u- Nllllwl. I "'ac ..,... ._a r s ·• ot 

tile 10111 --flU' 11-. u ..ad~ ........ 
Ia ..Uti.- to .. allen llpMI.ftAI" ......... .. • .... ot .. 

8outi!R"-? caM ~·.a-- .. a 1115111ltr0 W a~ ot tile 

Yi- 0 .... at tM ='- o.ta 1111 MU m w.r rall~rn. I' _. 

tile .--.1 , ...... *' H.111pM _ .. I "~ .-14 -' .. p- .. 

.. 
o. ,... .... u- anii:Pt ot .:aa.a-·uacll- 11e •••••rf'll 

'llllicb ..su. Nlw "' .... _--.-' • ,_.., .n 1 "ac • 

t24 11111-· to ......... - ea1.ee ......... - ot s-t 

ua p rw,l.d• trbiJO"'''-ar =-' ,._ .. ..,.. 

t or tile • ,_ par'e' 

IDw fM'•e ., pnU• ot wild ldat ot ._. ., ,.u., ~ 

111d1ft.alal.r ot 1arp -· ma=•U-, tlftftrra 7114 bltlllltll_, _,. 

3 _. illorl .... ~"" ····-wutortle aq rWte»= "• .. ' 

1e .. ..._. *" ,_ c rtf- •lw n:r .u.. 
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1 - au u.n be ua ..u.-. ....w 8U'tlln tor .u ot w. 
..W.u-1 • '., ..... '...u.au-, 'llltlloQ 
dupr W _. IM1e ...-.1 I I $1 

2-., lArp- tile llld.~ IIMtea ,..ID'"Z'-IL' .a-~ 
oWpU.. ._, .. ow - -

' - ., larp - tile tow .. ,.... ......... oliUptto• ...,_, 

4 - h lt ~ to llft tile ........ ., lAIIIc •tluriU.. 
- IWI h1 • ftf DOe ot a OODtt&a\ azbt wJ.a. 
au: ·-u. pu1 

!llo Goew L ~ .n 1le Ulo w •:• flat~ ..u ~ 
1loDb to • pabUo, -n ~ to MOt lto ..Uo1' ...... llll\ to 

promde ~ to ........ o1tMr ~ ... ~ lto ..... 

.U bcD4a ottiiNd for~ .t lllluzt>M "7 tile.,.. arb\. 

• ••• 

It ill tile oplJI1oD ot- people tlw.t tM Det- 1oa4u1 or 

lu loDdul, ~ Sed.oo •· rand o, -utato ....s llil.l oo...utat. .. 

l ... p u oliUpts.oa ~ 1 h • • .s.u4 u tile '"--7 lou -. ~ --... ~. 
Aa w - it, tM tlfl .... '-ll1W prolol• - "- NW u tuoD 

ecbooU ot 1l 1 _, 

1 - 0.. .-.o1 ot ~ - o a,jor1V of tM 1.-1 Oo&ll1~ 
_,.., !llo •UIV' of W 'bah 1•1 ~- lou "--
llldU 11P dwUc W. -.lo MftoU porio4 - ootoJ, "­
-u.ot .S.tMft ...... ., ..... po\Wa. • - 1a. 
perio4 of nplotod pftoMJ tM GotW t lou ~ 
..., ...,, ollll - -tl-. - de ... u s. .s..o, ...... - .... -UBI., ...... •tlurit&M- '- ,_. 
llllll1aN, .s.taa nau a& an.rit.l• deol~Ula• * ..._ ·. 
MMI1.4 pi'OdM a U • U jiOitiOC of tM ,... ...... 
"-iila *- tl.-1 ~· o.,oau.-. u ..., - ... 
Olllf' ...... ....u-.. ..... - .... ~ ...... ... 
autDn. b,;;i, ..... .-.u-~ -· ,_ ... .... 
.. -.....u.tlle~· uu.nauuu ,._ 
~ - - wet< .. u.u ... u;t? ... *SA*-- .. 
_ _,. eA •, I IWo ~ * wQu' ,.,._ -~ .. -.,.. .. t... ~ ....... In& tM ~----..... -""' _., -.•. ,, ........ . 

• 
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For ...... ..u ..... '" __ ,, .,.., '-- ..... 

oopJ t.loo lritltll DlpHl~ ln•'P' ~ • tM~ .._. ._u.....,.-
portloe ot ~ 1.- to *e Guuw ' 1111111er ••• 'her _,.loa 1a 

i!Moir tw'·- UMt ~ tWr Gulrw ' 1aa11 an ' 111\h the , . 

~ ol MCJ"atl't!lli .... _.. por\ioa fd ••• '..,,.., ... 

'!111• coa1c1 be ill * ,_ ot • Nftlnac a.dl~ acr• ,, 111\h • 

luc• '"""' ot .... parUaS,paU.C ~ .... ~ et .... 

lellt' • o.-1.-...t to t:I.Millate ......,.. or ..., rt u tMlr -

clapolite llhlft, -...... wpaa a~ of cl.epodte . Aa t.1oo rudf'l 

ftlllcl be ....,... ratber • ._uOIIll¥, W• llhDalcl h..,• a Air raw 

ot illteron. !1111 ~ ntarll the ~ ill qGDtecl bo...S. 

wtete'"''"'• ucl lift tM !1'.- 1 Depu"tMB\ ~ to ~ .,. 2 • 

ott.-11111• It ~ u.o 11" aUthll arbtl _.. tiM to dl,... 

co.p!].ool')' l!pOil tM ..-.. Oil tM otMr hUI4, s.t - t or _...,,, 1,000 

lellte parUaS,pate 1a \hll .,.. Guuww -.1 ondlt '"""'' t.hq ooalcl 

CbooM a ll'WP of • ~ ........ "'Jift.-t.lq all MCtioDI of t.loo 

coiiDtl')', w11o ~ Met 111th tM ~ tr. t1ae to tiM, ,.,...,, 

0 IIOIWal _,_ be\IIID lelllller 11114 t.loo ..,.., 11114 it 11111>\ "- a 

111-..,. cli10111ecloa et F....,_ tl.-1 poUclN, u la the - ..,_ • 

lrwp ot laclte 11 fiiiM4 to hUdl• a lapl&Uon f ~. ucl eert-1 • 

luka tmdrt·"e 'lll&t .erdoiJIC 11 aun•l'J'• 11114 ~to oootW' ,_ 

U.. to t1111111\h tM ..., ... ,.. oa Wt ot the po!IP• 

• , ... , ..... ....,..ts.on. aloo ,_ the ~-• 

• 4 .:.·------------
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Honor•ble Btnry UOrcenthau, Jr., 
seorotary or tlw 'fl"eU\11"7• 
W••MDcton1 D. C. 

July 25. 1942. 
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Should t1w Tr9o.o\U")' DOt whh to uoo tlw ehort-te .. -.rket 

durlftl: tl>o next three .. .,tlw to tho o.xtent autu; .. ted, oolll1doro.tion 

m1S)It be ,1.,.., to otter1a& o. 2-lA per o..,t bond. S.Yaro.l -bora ot 

tl\o Coooo.ittee rea nded OliOl> u 1 .. ue. Jo doubt 1t 100uld o.ppeo.l to 

corte ill 11ld1 Y1-.J.o wbo h&YO p......a.a.ed tlw1r l1J11 t ot War hYI.Dp 

Bcodo ud wbo .....,t u hauo wit!> o. ri.S.r Mrbt than 1a aJoyed by tl1o 

2·1/2' a ot 1962-67 • or tor oDo rouOD or o.DOtl>or do Dot Uko "'htorod 

u our1 t1Mo Alao 1t 100uld find a ... -rlcet troa 11lot1 tut1oDo.l ao.Y1DC•• 

-nr, o. YOr'f aubato.Dt1o.l .... ..,.t would bo purollo.aod by buka w1tl1 

the oallor bub po.rthulo.r~ o.ttro.oted - o.uoo ot tlw l11sbor ylold. 

In .. 1 ... ot tho to.ot that bub rill ho.YO to be reUod llpOil tor o. 

oubotut1o.l .... ..,.t ot tl\o ...,. t1Duo1D' o:nr tl>o ,..xt yoo.r, 1t 1o 

quoot1oll0blo wbether t1wy obould be ,han tl\o opportuDity to aoqu1ro 

on or1~1 otto~ o. type ot oool&rlt)' tho.t 1e DOt oopoo1o.lly 

adapted to bo.Dk DMda . 

Via Air llaU. 

••rr truly your• • 

~)-~~----
Chootor c. Darla, 

cha1,....., notorr Plmd c~tt ... 
£1~tl1 Fodaro.l &ooorYO D1otr1ot. 
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F!:D!:RAL R!:S!:RVII!: BANK 

0,. MINNII!:A~OL.IS 

Hon. Henry lloraontbt.u1 .Jr. 
S.oretal'7 or tho Tr'M8U%7 
Jaah1naton1 D. C. 

Dear Seorot&ry llorcontbll•u 

.J\11¥ 181 1942 
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At a MotiJic or U.. Victory Pwld c-ittoo or t he linth 
Pod oral Ruorn Diotrict hold bore ;rootof'Ciq 1 tbt. con tonto of 70UZ telO>­
craa of ~ 7 wero dJ.IC1Uiod1 1Jl WhiCh 70il Z'OqllOitod IUCb 0\I&CO&tione 
aa lliibt ••• port1Aont to the c.-ittoo tor )'Our cona1dorat1on 1A coD­
nection tritb tho next three .,nt,M' 1'r'ea8U%7 f1Aano1Ac , I gin below 
a ..._..,. ot tho concluaiODa of 11be co.aittoo' a cUaculliOII. 

'l'bo c....S.ttee bellnua 

1 • .l hieber •rl•m ll.Jd.t on Tax .lDticipation larraato S.rioo 
A o.nd 1. bieber rate on Soriea 8 '1®.14 bo holpllll. 

2 . The llppo!' l1111t for ealea of Serio• r and Q Bonde aight 
well bo raiaed to at least t2so,ooo. 

) , Corporation• wollld bo attJ'acted 111 o. .;l to S yeo.r iaouo 
1L1111111tod u to 1DcUrld~&al ~~&bacription, hilt not aftlle.blo 
tor p~>rcbt.ae 111 banlta. Tbeae nctll would 1111 bettor it 
t h17 WON ada e11ciblo foJ' l>olTotriJic at blloklo 

4. At laut one of the lar&•~' 1not1tlltioaool. pllrObt.oera ruoro 

.. u...,.ear 2il' 1•-· 
s. 'l'be reopon1Jic of tbe $ lone tu. top ia.,. will be ••1-

COM and aalea aboal.d bo 1A eaUatactol7 9'01-· 
6. Cowlt.ry banlta ~ .u- a •pacllae• iaouo•, 1•••1 a 

oarial 1a ... lllth equal -t• ftDC1JIC troa 1 to 10 rear• 
and acld 1n '11111 to 1Jiolu41Dc tbl - proportion of each 
71V1 1 •turlV• Ooaat.r,. banltl CGUld 1ll8 thia 1a .... AI 
the bllaio pal'\ ot tbeir bond ponfolin and thor..rtor tbOT 
'IOIIld boo' c-.nJ. 11 ... • u their tllnd• bo- o.ftilablo. 
Ona ~ttee __. J'OD ndod tbllt t buo packap iaouu 
•bollld a1110 bo ll.Jd.tod to aale 1A the - paokac• • Tbe 
a1Jl a4ftatap of tbil arranc-t -u bo that ODO-toDth 
of the 11-~ •tun aeob ;roez and tbia '1®.14 t1lrDUb 
a 1'811abll ..-re ot Uq.s.diV• 

-:;~~ 
- - - --
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FEDERAL RESERVE BANK 

Honorable lleJU"y l.:orgentbau , Jr. 
Seo...,tary or the Treuury 
Troaaury Department 
llaabiQI!ton, D, c. 

Dear 1!r. l!orpntheu: 

In reapon.ae to JOur wire of 11117 7, I a sla4 
to cODlUDicate to 7011 the •ie• ot the V1oto17 J1Und c-­
aittee tor this district with reapeot to the tn>ea of iawoe · 
which the Tre.....,. aboul4 otter durins the 11011th ot All3111t, 
Thue 'fie- wre to.-UJ adopted at a .. et1ns ot the D1e­
tr1ot Viato.,. J'uDd co ... antee .... i ch -· held he ... 011 )ie4Dea4q 
ot t hia week, at Which all -r• ot the a..-lt~ were p...,e­
ent except t..,. Prior · to the DHtl DS , tbe ..,-rr ot the ca. 
aittea he4 cooferred with Mabara ot the ...,gional an4 other 
comaitteea ill their reapaoti'fe looalitiea, an4 all 'flow thua 
obtaine4 ,....., l"'porte4 en4 oona14a...,4 at tba -tins. lolaila 
..,.,. 4ieouaaion •• b.ll4 with ...,,e...,noe to the tn>e• ot iaauee 
which ahoul4 bo ottore4 durins tho ne:rt tbl'ae .,nthe, it w.o 
llfll"'ad that the oOOIIli ttee aboul4 un4ertaka to u.ke 8\lg&eltiona 
olll7 ooooern1ns the 1uuu wbioh uo~al4 be otterad 4urins the 
110nth ot Auawat. 

In t o:naalatins their 'fiawa, t he c..Uttee •-4 
that the Aaapat oftarins& ~4 total epprolli.Mtel.7 ' "" bil­
lion 4ollara, - tbet the ia- ot 2i per cant ...,s1atera4 
boll4a ot U62-67. Which ·i l to be reopene4, .... 14 be 111Clll4a4 
ill that total. 

'Die ,.. • ...,u- •• 1114uleo4 that ..... 11 u 
$.SOO,ooo,ooo ..:, lie obte1Da4 hoa the NOpuillc of the 2i par 
-t 1&-, altlaclqjl it we .. ,.ra117 tlaouclat that We WI 
a _,.., lllleral aetaate. ~or the bal..,.. of tha. tiiiUOiliC, 
it •• tbe new of \be ~ttaa that the toUowins '"" i•-• 
aboG14 lie ort-N41 • 

(1) A note 1a.ae with a Mturit;r ot not to no­
th:Ne ,_are, which -14 be 4eaislla4 to attract idle cor­
porate - p~ablio tun4e. aacll an i•- """14 be ...,sie­
tera4 - no,....keteble, an4 w01114 rauin open tor auch 
period u the TreUUJ7 11181>\ 4ateralna. 'llitbout atteapt-
1ns to otherwise epeoitically IIIU'IIt 1\8 toaturee and 
terse, 1 t woo a.;rcod 1.11111. i1. * oul4 bo radeecobla anor 
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~tSt~\t DANK OF KANSAS CITY 

r&;o 2--l.onorablo Henry l:or 3enthau, lr,--7- 24-4 2, 

" opeoi fiod timo troa He issue , a Dd tboreattor tol­
loWinc notice ot a fixed nu=bor or dnya. Interest 
•oul d be payable semiannually at progreaaivaly hi J:or 
:-a tee tor eue h six t!lOnthe ' porio4 to P.rovide an lnduce­
NlODt to ourohasors t o holcl tho issue to ru:turity. It 
wou.ld not be ava!lable !or subscription or purchese by 
co;.r.arcial banks but could bo purcbaaccl by others wHbout 
ll.U tction, 

lt ns _."''nerelly be:.to Yod '-bu\. web an !&suo could 
be reaciUy ::;ar<cotad, :.ncl tbet tho VIctory 1'\uld Or"&DiZHio 
would be ot g reat eselat.aJico i n plact~ 1 t , .. cc~ --e::il1er 0 ; the 
CC)j:>;itteo oeparataly erpre•socl l.ta approoal or an isauo ot thta 
type, except oue, who s t.etod t.hot. he did not. taYor it . 

(2) .;., lsau.e or cortlrlcateo or in4obtedneas , or 
~ note ieeue wtt.b a me.tur1ty or not core t han two years. 
'-i thor or such lseuee wulcl bo doats nod primnrlly tor 
eor.o.~~ercia.l ben.ke , tlDd tbo 1•ato on o i t.hor 1asuo .:oul d con­
rom closely to tho aorkot rete ct the time or orrol'i~. 

which are 
by one or 

·.:t t h respect to tho 2l per cent bonde o r 1962-67, 
to be reopened, tho tollodn.; auccoat iono presented 
t bo lllO!lbero ot t ho coadttoo \ION appro .. ocl: 

"(1) Tbet the Trooeury IIUIO.,noo tho l osuo by 
odverti-nta 1n tho nowopepero In tho , lorser cities, 
and, l f poaa1ble , follow up euob ad•ert.taemeat.• -.1th 
oe-.paper atoriea. 1D coDDOCt.loo wlt.b \he a4...-ert.1se­
•nta attention aboulcl be called to the tact that tho 
leauo ia tully -table otter 6o c1a11 w1 th tho excep­
tion that. 1t c8Dl>Ot. be purcballd tor ten yoaro by be.nko. 
~haa1o obou.ld al.oo be plocod upon the teet that tho 
bonda, bOing tully oegot1abl a, wou.lcl coootituto acceptable 
oollatoral. Ill conneetion with oowopeper J)l>bllcl ty, I 
think that the Troaou:oy :Ucht better obtain thia J>~>blicity 
it proaa roloasOI wore oont not only to tho popero but 
to l<eJ' beJlkei'O whO JUE~ht , in turD, ro(!UOOt t hO paperO to 
Oal'rJ' appropriate public1t:r. 

•(2) 'l'hat ~,.. ot tho Vtotoi'J' :Fund C<l"""it t .. 
be si'Nll oellins ariJUMnt• 11111 thl bolide are attraoti'N 
ra\ller tllaD baTlnc tbe UIIOttraoti'N toatur.o Ol!lpheolzecl, 
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R( SliiVt 8AHK OF KANSAS CITY 

1'11.:0 }--l:Onoroble lAin.ry l.:ol"ggnthau, Jr.-7- 24-42. 

"()) l'o &:1Jl041 to tbo actual dolhery ot the 
bonds. ,.,s Jnetters now at.and del1'for1oa aro to aone 
oeuea be1n'J hold ~p froo 60 to '0 d~a w.hich •kea 
it exceed1nalY diff1c~lt to aoll euch people the 
aocond titl8." 
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'l'ho coa.:ittee eleo wau ot tho •tow that Treasury 
billa uho~ld be contin~ed to be ottered in ouch Yolwoe each 
woelc u tho carl<at w~ld abeol1> thea at or oll{lbtl.J' under the 
~yl u,~ rete tor Trae.sury billa which hae been .. tabliebod by ,..• -
tho Federal !Waene beaks. In that coMection. aaYOral ,.,._ 
bera oxproeeed t.betl.Sel"Yee u teol1nt1 t.bat. t.rut rete on Treee-
~ billa has now boon po~d by the eetebllobaent or the ' 
b~in:; rate by tho Federal :loaerYo benlca. It ns alao auc­
.;ooted that Treasury billa ~P to ao..a thad a:r.ount reaaiJ1 on 
top c t the hisheat bid price ot wbloh bUll •re e..arded on 
the laet pNYl~s offering. It ~'80 NJ)Orted that """1 in­
dividuals and oorporetiona arv unwillina to ~bolt blda. b~t 
thot they would purcllue billa it they -were eYDiloblo in 
Hipuloted llllOunta at around }/8 per cent discount. 

Bearing on tbo general t1nanolna proiJ....,., one ot tbo 
mombera ot tho comi tteo e>preaaly roquuted that I oolliCWl1oate 
to you hla opinion that the 'I &Ad 0 ller !:niaea Bonds obould 
be d1aoont1nued. He t eola that tbeae hauea ore buildins up 
an enonooua deaand liability >:h1ob 11 pctanUally daneero~o. 
In a~bat1tut1on tor t- ha auwated that lo-r tll'll JIIOIU'nt.­
ablo iaauu he omred at a rate not ex04ed1na 2j par cont. · 

On b&halt ot tho Vlotory ~ Orr;oonizatlon tor t hla 
41atr1ot , I oxp~•• aincora opprao1at1on tor the opportuA!ty 
an4 pr1Y1lep ot axpra aa1JI6 theaa Y1ow. 

ll:lL:l11 

H. 0 . W.dy 
Proa14u\ 
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... 

to Mri tbe deeire to 1- 0 1.oac Wn 1loed 1a .S .. 'e 1 W, 

alld sn- prirrdpal .,. • dedoa tlrat -.ld prot'1M • -u­
qaotat.ioll ot ap;c ••t.q para 

A Ocnw '._., w:ltll a ~ •tla'ltiJ, a•"•),'• fer 

pUI'dlaM.,. CozporaU.OU, ~~ IJr• WUI (!capln' .. , b' ' 

• Plmd8, alld otlrar 1arp ia9NWraJ tlda 1loed to 'M ottlnd ~ a 

W s.- for tile SaUoa ot tile war 1a OOIFpOil f_, wit!~ OCIIIpOa 

.-w, .... ,.. to 1BWren --u, ~ ., • .-1M .. 

.- •nd per1od1oallT. Aa •u:osa:iaw for.la -u 'M -ad * 
IFFIIIer wtd.ob pciodloalq - ~ ""7 -rrd 7.-z' Cor ==••• tbe 

p1Jic nw for 1.oac-. _,. ot tM llipn ondit 1D t.M _.u 

-wl 'M zwtAra:A, Uld 1t tM Urltial nw • tlla lloloda ae .,_ 

to lie toa bip or Wei l.llw, a nto wul4 'M liiWed for t.be MEt tw 

,.an, ,._,,.r rad.- Uld Nto ........ to 'M doM eaoll tw 7eu" to 

tazoi._ P w __ _._. tllat ~ alloorld ~ a a.,i 1•W 
- wy • ICJ --.--

_,t< u wlu ot par for~ u 1- of lloOIUo 

!trq .-de twl)ter liZ =t ... follft81 

~ nW7 lllallo ..U of u 1- ot tbie k1rrd 
...... ~ ~. IWd tllo ...... Uoe 11 .-41 ... 1lnfod 
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SECRETARY OF THE TREASURY 
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19~2 JUL 2~ AM 9 44 

Referring your telegram July 1. After conferring wi th members 
of seven regional Victory Fund Oommitteess in this District 
I am pleased to give you their views with reference to types 
of issues they think the Treasury should offer during next 
three months. They believe a short-term tap issue of Treasury,•_ 
notes, with graduated interest rates, designed to attract 
temporarily idle funds held by corpor ations other than banks, 
would be well received in this district. The notes should be 
ineligible for purchase by banking institutions but should be 
digible as collateral for bank lo~ns. The committees also 
feel th~ an issue s imilar to t he Treasury 2 1/2 percent 
registered bonds , due 1962-67, should be offered and that the 
subscription books should be kept open for sometime. A number 
of committee members have suggested that it would be desirable 
to make these bonds payable at par in the event of t he deat h 
of the holder so the funds could be used in payment of estate 
taxes. There ie considerable feeling that a seven to ten year 
bond issue would be wel l received by commercial banks desiring 
to invest trust funds . Some int erest vas expressed in reports 
that aerial bond issue might be offered , but the discussion 
did not indicate that there would be any particular demand in 
this distr ict for securities of that type. Secur ities of the 
types mentioned above in addition to Treasury bills, certificate• 
of indebtedness tax anticipation notes, Var Savings, Savings 
bonds, and reguiar market issues would seem to fairly well 
orovide for the needs of nearly any investor . 

Gilbert 24th 
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7TH 

THROUGH VICTORY FUND COIMITTEE GENERAL 

IS THAT G'S AND TAP WILL TAKE CARE OF INTERMEDIATE 

LON·: TEn~: NEEDS AND TO BALANCE THE PATTERN THERE IS 

Y NEEDED A 12-MONTH C OF I WI TH ALTERNATIVE OF 

PERCENT 

DAY. 

~ 

• 

, 
H 
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212 

INTVI O f'I'ICa COWMUH tCA'nON 

..... Julr 24.. 1942. 

,. Seoret a.ry Uorgenthau 

•••• Ho.rold Grav~ 

Hr. Callahan reports that Yr. Arthur Szyk has agreed to 

do so::w cartoons for us . 

lie 11ill come to Washington within the next 11ee)c or two 

for a conference , and in the J:leantime will be at work upon 

some ideas. 

I o.m assuming that you will w4l\t to meet Yr. Szyk when 

he is in Washington, and have so advised J.!r , Callahan. 

Regraded Unclassified
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&nal,aia or lxpot:W"'t to r a71"011 Sa•ln&• Pl.an.a 

J\117 18, 1942 

t . Bualntll oraan laa t l ana 

(1) Ptraa with 5, 000 ecpl o1••• or aore ••••••••• 
(2) Plrae with 500 t o 4 , 999 emp10TO•••••••••••• 
(') Piraa with 100 to 499 eaplo,t•••• • ••••••••• 

(4) SUbt otal - tar~ r t rca ••••••••••••••••••••• 

(S) Ptrat •lth l eta t hAD 100 o.plOTttloo••••••• 

(6) ?o~ bua tneaa orsanfza t lon•••••••••••••••• 

It. Oovt~ntal or ganl t atlona • • ••••••••••••••••••••••• 

III • Ort.n4 total . o • • ••••••••• •••• ••••• •• • •• ••• ••• ••••••• 

ltwabtr expoae4 
to pa)Toll 

nvt n.aa plana 

479 
5.064 

20. 76o 

26, ,0~ 

2!!..221 
121., ,00 

• ---

~art 8 - S~r1 b7 Nu.btr o t EmplOJtta Exposed 

t . Bualneea or8antaa ttoc• 

(1) Pl nu wlth 5, 000 e.splo,.eee o·r a ore . .... . . .. 
(2) PU'al with ~ t o 4,999 e.plOJa .. . ..... •••• 
( ' ) Pt raa wttb 100 to 499 e:pl OJ••• •••••••••••• 

7.805. 861 
6,796.879 
4,81.2,~ 

(k) Subt otal · l arge ttrsa ••••••••••••••••••••• 19, 445, 682 

'Total nuaber 
1JI tho 

oountrr 
(eetl•to4) 

48~ 
6,1.29 
~ 
, , 6, 6 

• 
• 

• 

• -

• 
• 
• 
• 
• (5) Pl .... • l tb leu than 100 espl OJMioo••••••• 

(6) ~Ot&l bua1Daal ~gani&atlODiooo•••••••••••• 

21!1!!J:16~2 
21,85, .3}4 ;.. \ o,ooo,ooo ll 

II. Oo•e~ntal organl~atlooa 

(1) Pederal Government •• ••• ••••••••• ••• •••••••• 
(2) St a te and lo4&l governments •••••••••••••••• 

( ' ) Total gove~ntal organtaatlon• ··•••••• ••• 

III . Orand total •••••••••••••• • •••• • ••••••••••••••••••• • 

o.ttlo• or UM S.oNt.r'J ot tbt 'h'eaaurr, 
Dl•lalOD of Rte .. roh and Statl atlca. 

957 , 60, 2 ,100, 000 }/ 

1,16o, 8~8 2 17001000 

2,118,441 ~.soo,ooo 

22 ,211,11~ 2~.soo.ooo 1/ 

1/ b ol.Sae avlcultunl npl.OJ•u, alllt.J"f pera cmnel, • -.:tlOJ .. ' en wPA or tn'A or CCC proJ• cU , 
p·r Oprl•tora, tiN .. ,.,."'• .. u -eliPlOJ'.-<1, c aaual wor lr• r • an4 ptn ona 1ft dc..atlo aeM'l ca. 

• Dat.a not •••U•~t.. 

Ptroent 
or 'total 
u:.,o .. cs 

• 
• 

• -

• 
• • 
• 
• 

• 
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Pl,ru l:aJ)l071DC 100 to 499 Perno• r.J>ttolpattac 1a PIJ'f'Oll S.•l.ns• Plane 

(Aa rtported ~1 t~ •~r S••1nse Statt' a Sta te Adainiatrator•) 

State 

I 

~·········· ......... J.r1.aoo& .............. . ....... 
j.J'Ir;l..a..aal .. . ................ 
lortham Call .tornl& ••••••• 
Scutbe.rD Cal.lt'om.S.a •• •• ••• 

Colorado •••••••• •• •••••••• 
c~•otlout ••••••••••• • ••• 
Dellftl"e • ••••••••••••••••• 
Oiatrlot ot Colu.bla •••••• 
nor14a ••••••••• ••••••••• • 

o.ora.ta ••••••••• • ••••••••• 
IdahO ••• • ••• • •• • • • • • • • •••• 
lll1D011 •••••••••••••••••• 

··· ················ owa ••••••• •• •••••••••••• • 

F.an.aaa. • • • • • • • • • • • • • • • • • • • 
!entuckf••• ••••••••••••••• 
Louiaian.a •••••••••••••••• , 
k&l.ne . 0 ••••••• • 0 0 0 0 ••••• 0 • 

!la:rrla.ndo •• o o • • • • • • o, •• o o • 

Maaaacbuatttloo o••••••• •o • 
1111ch1ga.n o • •• •• o ••••• o ••••• 
lil~eaot&oo•••• •• ••••o•••• 
lillttitalpploooo ooooooooooo 
Klaaour1 ••• o •• •••••••••• o. 

Montana •••• •• ••••••••••••• 
Jebratk••• • •• ••• o• ••• • o••• 
le•ada ••• • • •• , •• o •• •• o •• •• 
lew Bampabire •• • ••••••• • •• 
Mtw ltr••7••••••••• ••••• •• 

••• X.xioo ••••••• •• ••• ; ••• 
Jew York•• •• •• •••••••••••• 
Jorth Carolina •••••••••••• 
lcrtb Dakot&oo••••• ••••••• 
Ohio •••••• , •••••••• •• •. • • • 

Okl.aha.a • •• •• • 0 •• • •• 0 0 0 ••• 

Orotsc.s ••••• • ••• o •••••••••• 
Ptaa:7l 'f'&Dia • • • • o o • • • • • • • • 
tboae Ial&Ddo• •• ••• ••• • ••• 
South carol!Da •••• o•••• • •• 

SODth D&kOt&o•••• • •••••••• 
.,.~ ............ 0 • • ••• 0. 00 

,...._ • • •• •• 0 ••• 0. 0 0 •• 0. 0 •• 0 

Ut.bo •• o. o, o o •• , •• o o •••• o • 
1't .IWC!Dt •••••• • 0 •• 0 •• 0 ••••• 

1' lr&1J:a.ia •• 0 ••••••• 0 ••• 0 ••• 

··~·····••o•••••• •••t. ··········••o• 
Wiac~•lD••••••••••••••••• 
~ .......... ......... 
Alaakaoooo••o···· ········· 

ltallroe4a ••••• o ••• o ••••••• 

,_." Of fl,.. wiU ,..yroU 
eady• plane 

ADr 18 I Jlil• ll I Jill• 18 

M 
zn T 
iP, i~ 

11) ] ~~ ~ 
~n ~ 

1n )()) )54 

1,6~~ )1 
1.m 1,1~ 

ioi 202 

276 ~ ~lr 1i6 1 9 ~7 26 
0 1 7 M:A 177 7 

ni 81} ~ ru }7 ~· 
4~~ 6~ 6} 

6}5 

40 1i~ 1,~ 

1H 
11 

16 16 
12! 128 

46 76 794 

2,~ 
}8 

'·~ '·~ 
1,12 1,2~ 1,}17 

166 217 218 
211 

1,iP 2~ 1,682 
lf{ '226 

1}~ 1}8 

21 25 25 

~ f90 ~ 
~ ~ 59 

281 

~~ 
17 

'U 
q! 

}~ 

~ 
19 

2 2 2• 

_!.! :.....M _.ll2 

'total • • • •••••••••• 0 ••••••• ~ Wlli 20.760 

• (oot'-todl 

2~ 
11>2 
6n 

1,178 

~ 
87 
~~ 
410 

54 
2,25) 

600 
272 

279 
}1) 
}8& 
19 
405 

1,5}2 
1,~ 

~ 
45 

12} 
21 

~~ 
41 

4.,57 
~§ 

1, 740 

!li>B 
275 

2,0)2 n 
25 

1,1 

m m 
19 
2 

_j! 

!IS 

ottto• or the b ~ Statlt tlOio Rea a S.croetal'7 or tba 'l"rtatury, Oidalon of • ro 

• Data are t or JUl7 11, lnat.uoh at no JUly 18 rtport • •• rec•l•tdo 

hrce.nt of ioEil bid:nli pql'Oii 
.... w. plau 

·~· 18 • Jlil• ll : Jl>h 18 

~ 8o 8o 

n 100 

M 57 
99 100 

~ 7S 76 

~ 
99 

1ft i 54 
79 100 

~ 'II> 81 
91 91 91 
28 i 1~ 6~ 'II> 

a 100 100 
29 2f 

~ 6~ 
61 l 1 

~ &' a1 
89 1::6 1~ 4i 44 
71 95 

~ 100 100 
91 n 67 ~6 61 

5} a& 91 

eo 9} H 48 n 
l~ 100 1n 72 

48 62 1~ 
H fi n 40 

~ 100 100 
• ~ 68 

t 1~ 100 
94 n n 
76 98 100 
~2 n 100 

~ ~ 
~ 100 

100 100 100 

....,;.. --2ll _.l!l 

....n ...n ...Jl 

- J\117 24, 1942 
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Pll"aai "-PlOJi.n£ 500 PtriOII'\1 or Mo:re Paruetp.at~ 1D Pa71"01-l S..•to,r• 

(Aa N -porteod bJ' the War S.•ln«a Start'• s u.u Ad&1Ciatntor• ) 

A.~r. 18 t Ja1• 11 

Al abama •••••••••••••••••• 4J. &2 
Ar1&ona •••••••••••••• • • • • 12 u A~an•••·•••••••••• • •• · ·· 
Korthern Cal1torn1a •••••• 122 ~4 southtM'I Oal1torn1a ••• ••• 121 

Colorado •••• ,, ••• ,, •• • ••. 
1i.a JO Connt ot1cut •••••••••••••• 

0.]1WIN o o o o 0 o o o 0 0 0 • o • 0 • 0 ~ 1a 
D11tr1ct or Colw:.'bla ••••• }7 
Plor1da ••• , •••••••••••• o. 28 }2 

Gtor41a ••••••• o •••••••••• 8& 11} 
Idaho •••••••••••••••••••• 11 11 
lll1nCi loo•••••••••o•o••• '~ m lad1ana ••• , ••••••••• o. o •• 
JOIJio o o o o o o o o o o o o o o o o o o o o 22 29 

lin••• ................... 2& e llent:uek)' ••••••• • • o ••••••• 

~ Loutetana. o •••• , •••••• o •• 

•• ln • •• 0 •••••••••• 0 ••• 0 0 0 ~~ ICarJla.nd •••••• , •••••• ,, •• 

W.tiiChUittt looo•••••••• • 2l7 282 
XlehlRi ft o • o • o, o o, o,,.,.,. 2 5 281 
~1nnoeotaoooooo••••••••o• ~~ 

eo 
~1e t1ta1pploo•o•••••••••• }1 
Y1eeour1 ••••••••••••••••• 10} 121 

)Cent ana ••••• , •• , • • ••••••• ' 1 Webr atka,,.,. o., ••• o •• o •• 2~ Mowada •• ,,,,,.,, ••••• , •• o 
• •• Haapthl~ •••••••••••• tU }2 
Jt• Jtr••~··••••••••···~· 174 

ll'aw llexioo., •••••••• 1 o ••• 75~ ~i Jaw York ••••••••••••••••• 
J~tb CarOllaa ••••••••••• 10} 
lortll O.tote ••••••••••• • • 0 0 
Chlo • ••• , •••••••••••••••• 412 429 

Olrlaha.a ••••••••••••••• • • ~ ~ Ortaco •• o •••••••••••••••• 
Pannty1•an1a ••••••••• o••• 5~ Rhoda l al&A4, ••• , . ,,,. o o. l4 South Ca rolloa ••••• , ••••• 84 

South De1cota • ••• , ••••• 1. o 5 &4 ~•nn••••••••••••••o•••••• ~0 h• •· .. 0 ••• 0. 0 •••••••• • • 
79 

Utah,, ,,, ,,, •• ,, •••••• ••• & 10 
Varaont.,.,,., ••••• o •••• , 12 12 

Vlratn.la • •• •• • •••••••• o •• 

j~ 1n •••h1nRtono••••••o••• • • •• 
Waat Y1~&1n1a,.o•••••••• ~ 
W.1•ooc.a1n •• , ••.,. o •• o,,,. 1}8 
·~·11&· ................. 1 1 

Alaak& •• , ••••••••• • •••• • • ' ' 
RaUroada •••• , •• • •• ,., ••• ~ ~ 

Total.,. o o •• ,., •• , • • ,., •• ~ ~ 

1 JU1• 18 

62• 

B 
129 
1}5 

1u 
}7 
}2 

118 

m 
29 

ff 
4} 
;J 
~!. 
1~~ 

2a 

1~~ 
84~ 
129 

0 
4}2 

5n 

d 
10 
12 

ltl l} 
2 ,. 
~ 

~ 

t o£&1 ·-· or rtl"'!la 
1 loottutedl 

8} 
1} 
22 

17} 
142 
}0 

1li 

~ 
120 

11 

~i~ 
" 
~ 
~ 

105 

} }4 

'~ 
}8 

1,8 

'~ 
'~ 208 

1,oet 
1}9 

0 
497 

~ 
97 

10} 

~ 
11 
12 

l~~ 
70 
1~ 

' 
~ 

6 ,&12 

Otf14• ot tM . S.oretai"J or the 'T'Ni&tuJ"'J', Dt• .. e .cn of ft11aarcb a.n4 s u t h tS u. 

• Data •~• t or ~1 11, tn.~cb •• no Jul 7 18 report • •• r•~•t ..te 

•••• 18 
: 
1 

i; 
7~ 
~5 
8} 

1a so 
45 

72 
100 

70 

~l 
96 

~ so 

a 
75 

100 

~ u 
100 

70 
1t. 
8} 

u 
~ 

100 

~ 
7} 

100 

24 
~ 
50 

100 

__.» 

.,lll 

Plu.a 

1 
JU1• 11 1 JUl• 18 

~~ 1b6 

H ~ 
100 
8o 
82 

100 
82 
82 

u u 
1~ 1~ n R 1t. 

• • • 

100 100 
67 '+ n i; 
84 

u 
88 

n 
88 

100 100 

3~ ~ 
1Sf 100 

84 

100 100 
77 77 
9} 9} 

8& 87 
8o 82 

100 100 

" 9} 

n n 
1H 

100 

n 
100 100 

n 
n 

1&g 

94 
90 

100 

100 100 

__.» __.» 

,..!1 ..!l 
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