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GROUP 

lRl7 2'1, lH8 
111)1) , ... 

Pl'nen t 1 llr. ~ffillgton 
Mr. Gable 
llr. Tha.pson 
JILo. Sohwars 
~~r. ~rrd 
Mr. 
Ill' • C&irna 
Jlr, Baas 
Mr. Bell 
Mr. White 

H.M.JR: I want to ask a couple of questions. 
Where 1a Gamble? The;y gave out an &llllounce•nt, 
"Over 1,000,000 person• on the War Department pa,­
roll hue Toluntariq 1et aaide part of theil' pq to 
purohaae 'far Sarlng1 Bondi. • Do fOU thillk that il 
t?ue'l 

liR. GAMBLE: .l llilllon per10111'l 

H.ll. JR: <me million. 

liR. GAliBLE: It il po11ible that ill t?ue. 

H.K.JR: You ld.pt ohealt up. Fl'oa what the 
11&"7 •11• I doubt 1 t - about the .lrllr. 

liR. BELL: I think that po11iblT includes the 
armed foro••· not juat the c11iliana. 

H.V.JR: I would like to know how 111&111 civilialll 
there are in the Armr· 

And then, Harr;y, I see on the ticker here, "in 
order limiting industrial use of silver in order }o 

2 
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divert larger quantities of other metals to war uses 
has been issued by War Production Board with approval 
from President Roosevelt.• Were we at all consulted? 

l!R. WHITE: War Department? 

H.M.JR: War Production Board. That is what we 
said we had no objection to - that I had no objection? 

WR. ~miTE : That you had no objection to it. 

H .~.JR : O.K. I think we will do first this 
Executive Order, Mr. Paul. It you will sit up here, 
I can see you better. I can' t tell whether you are 
smiling or frowning at that distance. 

MR. PAUL: It is enough to make you frown. We 
had a conference yesterday. Mr . White was there, and 
.Mr. Cairns, and l.!r . Berns.tein. 

H.Lt. JR: Nice way to spend a Sunday. 

l!R. PAUL: Well, I didn' t mind it because I had 
an empty Sunday, but they no doubt suffered. As a 
result of that, we drew two order s, one covering wages 
and the other covering agriculture! prices, the 
latter bei~ 11111ch the mere difficult problem, for 
reasons I ~11 give in a mcment. 

3 

H .~ .JR: Needless to saJ this is triple confidential. 

l!R. PAUL: ill we can say is our orders are very 
much better than the order presented by Dave Ginsberg 
at the conference Saturday morning. 

H.LI. JR: Says you. 

MR. PAUL: Well, I don ' t have any doubt of that; 
I think Dave would--

H.M.JR: Dave plus James Byrnes. 
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MR. PAUL: Well, we sent that order to Judge 
Rosenman yesterday afternoon but I don't think that 
that did much good, because f later - I tried to get 
him on the telephone several times, and I later found 
that he had registered at the Willard, and I still 
later found that he wasn't in town yesterday. 

H.~. JR: He is in town today because he was 
supposed to have lunch with me, and he said he waa 
very sorry he couldn't but if I would send four ears 
of corn over to the President for lunch, he would be 
able to eat two of them. (Laughter) 

L!R. PAUL: That is better information. I had the 
i nformation he wasn't going to get in until thia 
afternoon. 

H.J4. JR: So I sent four ears of corn from the 
farm to the President so that Judge Rosenman could 
have two of them. (Laughter) 

UR. PAUL: I have copies of these orders here; 
I don ' t know whether you want to go into them. The 
principal problem - the wage situation is much easier 
for the simple reason that there the question is onlr 
one of l ack of authority. In connection with the 
agricultural prices we have a much harder problem 
because we have a definite edict in the Emergency 
Price Control lot that no existing law shall be in 
effect - shall be used. 

H.M.JR: Supposing I called up the Judge and ask 
him when he wants to see some of us? 

MR. PAUL: That would be a good idea. He planned 
a conference today, ce told us Saturday, which would 
i nclude Oscar Cox and Dave Ginsberg and somebody from 
Budget . I have to be at the--

H.l.!. JR: Which route do you take, the 5-B, or 
the--
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liR. PAUL: We t&ke route 5-B, primarily, -,es, 
but we have a lot - we also sent the Judge a memo 
co.ntaining a number of other alternative routes, 
some of which we thought should be held in reserve, 
and there is - Huntill8ton found one statute which JU1 
help. It is the mill tar-, zoninf statute. l\ll4 it 
wasn't passed until after the o her act. This ruilltar-, 
zoning statute was not ~assed until March 21, 1942, 
and it wasn't the existlng law at the time of the 
~ergeney Price Control Act. Now, it gives the Presi­
dent the right to establish zones, and on the theor-, 
that this is a total war fOU can establish a zone and 
have price control there - farm price control or wage 
control - on the theor-, that if -,ou continue to do 
something like that -,our prices would get out of hand 
and that would hurt the war. But that, we thought, 
should be something th.at should be held in reserve. 

H.M. JR: But that came subsequent to farm prices? 

MR. PAUL: Yes, it wasn't existine law at the 
time. 

H.U. JR: Does that help -,ou in the courts? 

MR. PAUL: It would certainly be one of our main 
ptrints if we were briefed orr it, but it seems more 
drastic as a practical, political problem than the 
other . We thought we ought to go out under 5- B and 
then perhaps use this argument to convince Senator 
Barkley, who is against this, saying we could do it 
by a more drastic means i! we wanted but we take this 
pleasanter route. 

H.)r{. JR: Tell him it is a pre-Pearl Harbor matter. 

liR. PAUL: Now, I was up for a few minutes at the 
session this morning. Senator George asked me to be 
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up at two o'clock. I think he plana to have an execu­
tive aassion. I think he is going to aak us - after 
determining that you can't get this or that, maybe 
the State bond exemwtion or the joint returns or 
something, he is go1ng to aay, "Now, what are tour 
alternat1ve suggestions?" I am going to say, We 
are not prepared to submit them today, but if it 
is clear that you are not going to give us the other, 
we will submit some further ideas to you in a few 
days. " 

H.W.JR: This thing that he questioned - that 
group of economists got something out a week ago 
f rom today which I never saw, l'lh.o saw that - twenty­
seven economists signed something--

MR. WHITE: You mean a booklet on financial 
policy? 

H.M.JR: Something criticizing the Treasury. 

J.IR . 7MITE: Financial policy • . '.'/ell, if it is 
what I saw, it is a little booklet which,had the 
effect only of making me thoroughly ashamed of ~ 
profession, if that is the same thing he refers to. 
That is ~ view of their comment . 

H.Y. JR: Well, they asked me at press a week 
ago today whether I had seen it. Do you want to 
dig it up and give it to me later? 

lo!R . WHITE: Twenty- seven economists? 

H.M.JR: Isn't t hat what they said, Chick? You 
were there. 

J.!R . SC!f.'IARZ: It was about that. It 11as a round­
robin thing . 

6 
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WR. WHITE: Excuse me, I am not certain - ;you 
would like the pamphlet with the comments? 

H.M.JR: I would like to see the booklet it­
self. 

WR. YffiiTE : Yes. 

MR. PAUL: I think we probably have that. 

J.lR . BELL: It was in the paper, I think, Monday. 
It sort of indicated ;you had had a conference with 
them. 

H.M.JR: What? 

MR. BELL: It sort of intimated that ;you had had 
a conference with them and bad turned a deaf ear, 
or something, but I think the deaf ear came i n ;your 
press conference of 'l\lesda;y - is that ;your press 
conference? 

H.U. JR: The press confera:1co was lLonda;y, 
anyway it appeared in some - dig it up, Chick, 
heaven's sake, and t&ll him which one it is. 

MR. SC!f.'IARZ : Wo have a copy. 

but 
for 

JI . J,I . JR: Tell Vlhi te which ono it was that the 
boys were asking about . If you tell White which it 
is , he can find out. 
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H.M. JR: Norman? 

JJR. THOJ.!PSON: I ban nothing . 

JI .Y. JR: Mr . Bell? 

MR. BELL: I have two documents for your signa­
ture. One is a letter to the Postmaster General asking 
for the franking privilege for the Federal Reserve 
Bsnks. 

H.M. JR: For the Federal Rsaerve Banks? 

IJR. BELL: Yes, for Tree.aucy business. We had it 
during the last war, but they have never given it to 
ua since . 

(Letter to the Postmaster General, dated today, 
signed by the Secret ary . ) 

MR. BELL: This is e.n aiiiPindment to an old Public 
Debt circular which incorporates a recent Act of 
Congress . (Document entitled "Department Circular 
No. 660" signed by the Secre tacy . ) 

H.ll. JR: \'lhat else? 

),!Jt BELL : I don • t know whether you are interested 
in the final results of the Treasury campaign . 

8 

H.M.JR: Yes , sure . (Chart banded to the Secretary.) 
About ten, eight . Do you mind if I put on my dark 
glasses to look at this? (Laughter) I would like to 
study this . Who is this way out here - l;{onetary Research . 
That is rubbing it in - b7 gawd, that is rubbing it in . 
They go way out over thirteen percent, you see, on this 
thing, and here they are inside the Treasury fighting 
us tooth and nail on the War Bonds. But they just want 
to demonstrate that they are good sports . 

!JR. BELL: High-salaried people. (Laughter) 
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Jm. WHITE : I hope it ian•t a mistake in the 
computation. (Laughter) . 

J.IR. ODEGARD: Mr . Secretary, they have a lot at 
high- salaried peopl e in Monetary Research. Maybe i t 
ought to be more than thirteen. (Laughter) 

H.lS. JR: I thinlc it is pretty good, len owing how 
they feel, from the top down, anyway . Incidehtelly, 
I think I told you that, along those lines - he asked 
me not to tell it outside - right after the argument 
was settled Leon Henderson wrote me a personal note 
that he was having ten percant taken out of his check 
each two weeks . He didil ' t want it publicized, but he 
just wanted to let me lcnow that the fight was over and 
that is where he stood, which I thought was very nice. 

J.1R. PAUL: He was very appre cia ti ve of your 
proposing the rate tax. I bad dinner with him Thurs­
day night and he mentioned it. 

H.IJ.JR: I have got to see Leon. He needs a 
friend badly. 

J.!R. PJ.UL: I don ' t know whether he underst ands 
it, He was in a fighting mood the other niltht; he 
didn ' t se1111 to understand he needed a !rienil. 

llR. BELL : He is leaving tonight. (~emorandul:l 
concerning resignatioo of llr. W.lla handed to tile 
Secretary. ) 

H. L!. JR: I m seeing him at quarter of three . 

J.1R. BELL: I think that ia nice. I tol d him 
in view of the fact that he didn ' t want to acce:pt 
these two or three jobs we had around here poss1bly 
it is better for hrm to go back and get up to date on 
v;hat has happened in his bank, and than maybe we can 
call him back later, if ths t is all right . That is 
all I have . 

9 
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H.M. JR: Harry? 

}JR, WHITE: Yr. McCloy called to say that they 
have to know, preferably today, whether anything is 
to be done about taking over more planes frcm the 
British, because they are right at the point where a 
decision has to be made, and pay for them with dollars . 
You remember the last time we canvassed the situation 
it was decided not to go ahead wl th anything more, 
Now they ba ve some more contracts before tb11111 which 
theyunt to finish up or salt away, and they have 
got to have a decision, if possible. I said we would 
call tham back today. 

H.ll. JR: I don 1 t understand that. 

l~ . WHITE: Well, there are still some plane 
contracts and paymentll about which they have to knOif 
how we want them handled, beoauae onoe a decision is 
made not to do any more it will be too late to do 
anything about it. 

H.M. JR: I wonder if he ooul dn 1 t drop over here 
and talk to me about it. 

:m. WHITE: That would be Ganeral Jleye r s. 

H.JC . JR: Supposing I call them up on the phone. 

L!R. \'illiTE: He aalced me to get in touch with 
Ge.neral Meyers if we have an opinion . 

H.M.JR: ~~o, McCloy? 

MR. WHITE : McCloy. 

II .M.JR: Supposing I talk to Mr . l!cCloy. 

Vfuat else, Harry? 
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L!R. WHITE : Here is a little note wbioh might be 
of passing interest . The Lord Chancellor of the 
Exchequer said Eniland is not going to return to the 
gold standard, ancl other thihgs of tb& t nature. I 
dm't think it merits any importance. (Paper handed 
to the Secretary. ) 

H.1!. JR: Chick? 

MR. VtlHTE: I have one other. Tho final confer­
ence that we bad r.ith the Lend-Lease people has 
indicated that they definitely do not llfJlt to lend­
lease for coins, and that leaves thsm willing to lend­
lease for war purposes . I suggest a possible step--

H.!!.JR: That is like saying a fellow needs a -
if he is on a red meat diet, ~/oUldn•t you like to 
have some chicken?" 

MR. WHITE: Of coorse that isn't true of Endand. 
To England coins are secondary. To Australia coins 
are primary, and to the South American countries they 
are primary. 

I don't think they have very good reasons !or 
not \7anting to go along. It simmers do1111 to this, 
that they feel that the public reaction to such a 
step would be adverse to them. They are reluctant 
to do it . 

H.!!. JR: I can't do 
another silver session. 
See? 

it nOV/1 rut let's have 
I have got another idea. 

llR. WHITE: Then we will hold everything up 
until you have that conference . 

H.l.! . JR: I have got another idea. I think r.e 
could sit down I'll. tb J.!exico and possibly help 1lelli. co 
make an arrangeuun t with England and Canada, 
especially if they are going to be hold down to 
thirty- five cents. 

1.1. 
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l!R . WHITE: Did you want Mexicans in at tba t 
session? 

H. JJ. JR: No, no, just Uexioan Bell and Mexican 
you and Mexican me , that is all. (Laughter) 

MR. WHITE: Then we will hold everything up. 

H.!!. JR: Just us three Mexicans . 

UR. VJUTE: !Jr. Hays called up - he telephoned, 
and he for several minutes--

B.U. JR : Can you talk a little louder? 

l!R. WHITE: For several minutes he gave me wbat 
must be simply characterized as an awful lot of 
applesauce - to you and to me . . 

(The Secretary held a telephone conversation 
with ills s Zinsser, secretary to l.f.r. McCloy . ) 

H.1t JR: You lmow who she is? She is Lew 
Douglas's niece. 

1.!R. BEU.: · Is she? He is Lew Douglas 's brother­
in- lew. 

H.l! . JR: Well tha:~, what's-his-name is her 
uncle - ~cCloy is her uncle . She is working for her 
uncle . 

(Discussion off the record) 

MR. WHITE": Hays said- -

H.ll.JR: I hope )Jeyers comes. He is a breath 
of fresh air. 

UR. i':lliTE: Mr . Hays sai d that he was informed--

1.2 
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• 
H.I.!. JR: Excuse me . I would like yoo. here at 

three- fifteen, Bell , as well u White . 

MR. VIHITE: He was informed of all the details 
of the morning meeting 'llhich you had had. 

H.M. JR: Who was? 

J.!R . WHITE: Jo!r , Hays - of all the details . He 
emphaair.ed that, and he said that he thoro~y 
approves and he is glad that you are doing 1t that 
way, and it is just fine and it is lovely, and he 
will want to cooperate. 

H.M. JR: He is smart. O.K.? 

1~. WHITE : That is all. 

IUI. JR: Make any offers? 

ML \'vl!ITE: No. 

H.loi. JR: ·What? 

J.R. WHITE: No. 

1.3 

B.U. JR: Remanber, fifty- fifty , Harry. (Laughter) 

llR. WHITE: It depends on wmt it is. (Laughter) 

H.M.JR: Chick? That is right, you are quite 
right. I might 1i81lt a hundred percent. (Laughter) 

MR. V.IDTE: It mq be that kind of an of fer. 
(Laughter) 

1!R. SCH\'IARZ: Variety ran, also., an inaccurate 
story on this Stage Door Canteen, and after talking 
with Charlie Bell, who said he had an assignment from 
you, we confirmed the fact that you were making space 
available in the Belasco. 
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H.V. JR: Making apace available - ay gawd, after 
they had been turned down one hundred percent by Reynolds, 
and told by him and the Treasury it couldn' t be done, 
~orman Thompson got the inspir ation and decided to do it. 
ls that right, Norman? 

MR. THOMPSON: That is right . 

Uk. SCHWARZ : I thought that would backstop Ted' s 
story . 

H.V.JR: We just turned ourselves inside out on that 
for - what is his name, this actor? 

WR. SCHWARZ: Douglas. 

H.V. JR: Yes, Melvyn Douglas. 

(The Secretary held a telephone conversation wi t h 
Judge Rosenman.) 

H.L! . JR: He just got in. He hasn't even opened the 
envelope yet, Paul. 

l!R. PAUL: If he does call up this afternoon, I will 
get back from tbe Finance Committee Just as soon as I can; 
and if I am not back here, or can't · get back, Bernstein 
had better go over. 

H.U.JR: All right . 

MR. PAUL: He has been i n on it before. 

H.LI. JR: Peter? 

MR. ODEGARD: Just one or two things. The poll that 
you asked to have made on the workers' attitude t oward 
the withholding of income at the source--

H.M. JR: Yes, can you talk a little louder? lo(y ears 
are all stopped up. 

Mk . ODEGAkD: We had a session on Friday with Fr iedman 
in John Sullivan's office on that , and decided on the ques­
t i ons for a resurvey of employers as to t heir specif ic 
attitude toward the effect t his miEht have upon thei r 
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pay-roll savings operation. We also agreed upon a 
series of ~uestiona that we should put to employees 
and a prel1minary test of that is already in the field, 
or should be today, through the Bureau of Intelligence 
of OWl. I thought you might like to know. 

B.M.JR: Oh, through - will that go through Likert? 

MR. ODEGARD: Likert sat in - I went over to OWl 
to eo over the questions with him. He sat in on it . 

H. W.JR: Good. 

Mh. ODEGARD: There is one matter--

H.M.JR: Vlhen will we get an enswer on that? 

MR. ODEGARD: Well, we ought to get some prelimi­
nary action from the field pretty quickly. 

ll .M.JR: On employees? 

Mk. ODEGARD: On employees, yes. There is a f~g­
raising ceremony at the Ford plant that I would like 
to talk with you about . 

Then there is an editorial in the New Republic for 
this week that says something that I think is not quite 
accurate. 

H.K. JR: You mean on the forced savings? 

Lm. ODEGARD: On forced savings. 

H.Ll. JR: No, it is wholly inaccurate . I read it . 

MR. ODEGARD: It says that the Treasury has been 
in favor of forced savings, but has been held off it 
by the President . 

H.M. JR: The whole article is wrong, and while 
you are on that, if anybody is interested in the State 
Department, I highly recommend reading The Nation, July 
25, on Kr. Hull. 
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MR. SCHWARZ: It called him an anachronism. 

H.W.JR: The whole State Department . 

1.6 

Llli. WHITE: Does anybody here listen to Cal '1\nney? 
He br oadcasts Monday, Wednesday and Friday. I strongly 
recommend it . ~ 

lilt PAUL: What time? 

H.K. JR: An aunt of mine wrote me she listened to 
him Friday, a week ago, and couldn ' t I do something to 
stop him, but she didn't say what he said. 

MR. VMITE: I forget what he said. He is very 
much worth listening to . 

H.M. JR: Isn ' t be wi th the New York Evening Post? 

MR. SCHWARZ : He used to be. 

MR. WHITE: Used to be where? 

MR. SCHWARZ : They tried to make a second Will Rogers 
out of him, but it didn't work. 

H.W.JR: Isn ' t he the fellow that wrote that dirty 
article about me? 

KR. SCHWARZ: Yea, air . 

H.M. JR: What does he say, Harry? (Laughter) 

Lffi. 'MUTE : I didn' t read the article. (Laughter) 
Between your aunt and the article I sort of stepped 
into oomething . Be still ia very ~ood . I have heard . 
him about three times. The last t 1me he took Secretary 
Hull's speech and cQmpared it with Secretary Hull ' s 
record , and he surely did a beautiful job. 

H.M. JR: Again , if anybody is at all. interested in 
Secretary Hull's speech and what was back of it, the 
tip-off was in Arthur Krock' s article yesterday. Arthur 
Krock tipped the thing off yesterday. I mean, to me it 
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has been a great mystery, but if you read Arthur Krock 
yesterday, you will see what is behind it. 

1.\ll. BElL: Ernest Lindley gave him a good send- off 
this morning. 

H.M.JR: ! rock tips the hat. I think I am not 
exaggerating, in the one article - I think Krock said 
stx ti.mes in his article , and the article is not very 
long, "Every single word of Hull' a speech was approved 
by the President.• No Utopias about a glass of milk a 
day, and all the rest of that stu~f. 

Do you want to see me later? 

MR OOEGARD: Just for a minute, only I would like 
to have Ted stay, too. 

H.M. JR: You and Ted. As far as 1 know nobody else 
wants to see me after this meeting. 

George, are you feeling all right ? 

YR . HAAS: I am feeling much better. 

H.W. JR: You ought to take out cold insurance. 
would make money -on it. 

You 

KH. HAAS: The insurance company would certainly be 
out of luck . 

H.U.JR: 1re you all right? 

~ HAAS: I think I will be - as soon as the humidity 
goes away, I will be all right . 

H.M, JR: Have you gpt to wait that long? (Laughter) 

MR. HAAS: I think so . 

H.M.Jn: ~~at else , George? 

MR. HAAS : I have nothing. 
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H.K.JR: Huntington? 

MR. CAIRNS: Elmer Davia is wri ting a letter to 
Petrillo because of his order as i t affects the Treasury 
radio program. He wanted the Treasur¥ lawyers to pass 
on i t, but I refused to do i t, and sa1d he should get 
hold of Justice, because Thurman Arnold had announced 
he is filin~ suit, and anyway we are not his counsel . 
So I told h1m to get in touch with Cox, who knows most 
about the case. 

H.K.JR: ~bo calls us up from there, just as a 
matter of curiosity? 

MR. C! IRNS: I got the call from Ca~lahan . I didn't 
talk to Davis' office . 

H.Y.JR: In other words, you f igure we have enough 
troubles? 

MR . CAIRNS: We couldn't approve the letter. We 
might make suggestions, but we certainly couldn't clear 
it . 

H.l.l .JR: I think you are right . ifter all , we are 
not his counsel . 

inJthing els e? 

Mit. CURNS: That is all I have. 

H.U. JR: On that same subject, Urs. Uorgenthau sam 
you were mos t helpful in that Robinson, the camposer--

MR. CAIRNS: I am glad it worked out. 

H.M. JR: She said you were most helpful on that. 

llll. (}AMBLE: The number of radio stations is up to 
six hundred and twenty-one, now. Lir. Callahan has made 
a very fine repcr t on some of the outstanding work the 
early stations are doing . I thought you should have it, 
so I cade it up for you . 

(P~ er handed to the Secretary . ) 
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H.M.JR: What else, Ted? 

Wit. GAYBLE : Another matter you asked me to take up 
today waa whether or not Wednesday or Friday would be a 
good day for you to go to New York. 

H.M.JR: I will talk to you two guys about it. 

Which, who, and how is it , in Ferdie Kuhn's absence -
I know Ferdie Kuhn is supposed to read all the stuff that 
goes out from War Bonds, literature and so forth . ~ho 
does that during his absence? 

Mit. G.wBLE : Odegard. 

WR. ODEGARD: I have been doing it. 

H.M.JR : Will you take it over for Ferdie? You 
don't normally do it, do you? 

IDt. ODEGARD: I usually look over most of it. 

H.W.JR: Well, lhen this cartoonist or artist comes 
down Wednesday or Thursday, whatever his name is --

MR. ODEGARD: Szyk. 

H.M. JR: The one I bad such difficul t y in getting -
I would like to see him when be first comes down. I 
would like to tell him why. 

Wit . GalBLE : That is all. 

MR. BUfFINGTON : I have asked the Distri ct Executive 
Managers to hold any publicity, the ones with whom I have 
talle d, until you, at some lat.er dat e - there seems to 
still be some of i t in the paper. I don't know how i t 
orteinated. 

H.M. JR: Everybody finished? 

MR . WHITE: ltandolph, are you prepared to suggest 
to the Secretary the possibility of - the desirability 

Regraded Unclassified



20 

- 19 -

of preparing that supplementary tax measure to accompany 
this order? 

MR. PAUL: I think that should be p~tponed until 
after we see what happens in the two o'clock session. 
The thought Harry hae in mind is that we are limiting 
wages, or proposing to limit wages and agricultural 
prices . We have also got some mention in here of the 
wages end of it, the higher salaries, but we can' t go 
any further than that . That is, we can ' t go into the 
question of dividends and corporate profits which is the 
capital end of it, through this instrumentality; we are 
convinced we have to do it through taxation. 

Now, the quest i on is whether these executive orders 
OI' any publicity in connection with them should contain 
110me reference to the fact that you are proposing to go 
in with some supplementary tax proposals to tie in with 
this. I don't think we can decide that. We are undoubt­
edly going to have to go in with supplementary tax pro­
posals , anyway, after this afternoon's session, and I 
think it woul d be much more in the clear when I see what 
happens up there at t~ o' clock. 

MR. SCHWARZ: Could I rai se a point, J.!r. Secretary? 
We just about have ready now the annual salaries lists 
which we are required to give out, seventy- five thousand 
and over. I would like to time it when it will do us the 
most good. 

H.M. JR: Talk it over wi th Paul. 

I!R. PAUL: I did say to the Judge the other day -
he didn't know that this twenty-five thousand limitation 
of the President's had not been turned down, that it 
si mply hadn't been voted on. He thought it had been 
turned down. I told him that produced a lot of problema, 
t hat particular way of doing it, but that you could do 
much by way of accomplishing the same general practical 
res 1~lt by a heavy rete schedule in the higher brackets. 
He was qui te interested in that. 

H.M. JR: I will talk wi t h Gamble and Odegard. 
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.Judg• RoeenMn haen 1 t ooae in 7et. 'l'he7 ezpeot 
him in about ten or fifteen Slnutee. 

Well, leave vord I'd like to talk to him ae eoon 
ae he ooaea in • . 

All right. 

12138 p.a. 

BenrJ! 

I want J OU to know that I pereonallJ went out, 
with the dew on the ground, at. tive-th1rt7 thie 
morning, and picked t our eare ot corn. 

r our' 

Well, I figured t hree t or JOU and one tor the 
Preeident. 

(Laughe) 'l'hat1 a wonderful. 

And it'• on the wa7 over. 

And ie it rav or oooke4' 

No, no, no, Xre . Meebitt ie going to oook it With 
her little banda hereelt. 

I- I- that'• good, and I hope 7ou eent a little 
note over that th1e ie troa Dutoheee Count7. 

No, I figured that you'd make the epeeoh t or ••· 

v 
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I 'll aake the epeeob then. 

Are three ear• tor JOU enougbt I know • • •• 

Three - three ear• tor ae are enough, one t or 
the Prea1dent, and that 8&ke1 t our . 

'!'bat' • r1gbt. 

And th17 were f lown down thh 110rn1ng, I take 
1 t. 

'!'bat' a right. 

Oka7 (laugbl). I - we Ju•t landed. 

Ob, 7ou Juat landed. 

Yeah. 

I eee. 

And I hope- I hope be doeen1 t forget that I'm 
i n on 1t. 

(Laugh a) 

22 

(Laugbe) Be wae met b7 eo 8&D7 people that he'• 
liable to overlook ae i n the orv¥4. I 111 have 
to go and etand 1n the door. 

Vell, when are we goins to get together on the 
pr1oee ot oorot 

(Laugbe) I don't know. Have J OUr bo7e told JOU 
about our talkt 

Yeah, tbe7 1 Te eent a lot ot new bright 1deae over 
tO JOU. 

Yea , well , I - I aee aometbing from the Treaaur, 
Department wh1ob I haven't opened 1et. 

Yeah, and the1 aent i t around to these other 
laVJere that 70u bad in • • •• 

Uh bub. 

•••• 1n order to eave 7our time. 
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All rigbt. Well, I•11 - I'll get a hold ot tbea. 
I'• going to epend tb11 lWioh on - the onl7 
reaeon ie to work on tb11 eubJeot. 

Yeah, well - atter lWioh giYe ae a ring, will 7out 
' 

Yeah, all rigbt. 

And be eure and tell tbe President that he onl7 
getl one ear. 

Oka7, I'll tell b1a. 

All right. 

(Laugbe) All right, thanke. 

I 1ll bear troa JOU later. 

Yeah. 

Goodb7e. 

'l'banlts, BenrJ. 

Regraded Unclassified



Min 
Zinuer: 

HX.Jr: 

Z: 

HX.Jr: 

Z: 

HX.Jr: 

z: 
HX.Jr: 

z: 
HX.Jr: 

Z: 

IDIJr: 

Z: 

HMJr: 

Z: 

.JalJ 27. 1942. 
12: J4 P·•· 

•••• to4aJ or whether he want• to eend eo•ebo4J 
oYer. BUt I'• tree at three-fifteen. 
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All right. llow, Mr. Morgenthau, JOU part1oularlJ 
wanted ~t It wae •••• 

lo. 

• • • • General MJere Wbo etarUd ac1tat1ng about 
it, and I think he'• the one Wbo'• been talking 
with Mr. 11h1te. 

Be'd be adequate. 

Be would be adequate. (Laugha) 

r ••. 
Bee h1a at three-fifteen •••• 

Right. 

••• • if Mr. MoOloJ thought he knew aore about itt 

I 111 lea'fe 1t to Mr. MoOlor, and 1f I don 1 t hear 
fro• JOU I' ll expeot either or both at three­
fifteen. Bow'• thatt 

!bat'• fine . I 111 let Jour oftioe know who -
who' • ooalng. 

!bat will be wonderful. 

All right . 

Thank JOU. 

Goo db)' e. 
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HMJr: 

Dean 
Aobeeon: 

IIMJr: 
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HMJr: 
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HMJr: 
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HMJr: 
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RXJr: 
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HMJr: 

A: 

KMJr: 

A: 

Hello. 

.JIIl.J 27. 1942. 
2:37 p.a. 

Kello, Kenr7. 'l'hil 11 Dean Aoheeon. 

Row are yout You eound a ail e awa7. 

Well, I - I '• right here. 

Dean, it' e been quite awbJ.le e1noe we met in 
the ottice on th1e Lend-Leaee in Re•eree, and 
it eeese to me that we ought to decide eoae­
th1ng pretty soon, 

We - we haYe - are oarr7i ng out the deoie1on 
wh1oh JOU reached in your ottice. 

Yee. 

We ran 1nto one trouble with the Auetraliane ••• • 

Yeah • 

• • • • wh1oh I think 11 now etra1ghtened out. 

Yeah. 

Tne Brit1eh ha•e accepted the pr1nc1plee which 
were laid down 1n that laet discuee1on. 

Iee. 

And we haYe - we worked all the language and 
eYeryth1ng out w1 th thea. We are now wai t1ng 
tor the Auetral1ane, to get a return oable. 

Yeah. 

We'•e had three exchange• baolt and torth w1th 
Auetral1a •• • . 

Ieah. 

•••• and I expect on Wednesd.a1 or 'l'hureda1 to 
haYe their t1nal a.newer, and that the7 w1ll go 
along w1 th ue. 

-25 

Regraded Unclassified



IOIJI"I 

A: 

IDIJrl 

AI 

BNJr: 

A: 

KMJr: 

A: 

101Jr1 

AI 

IDIJr: 

A: 

IOIJr: 

A: 

IIIIJr: 

AI 

HKJr: 

A: 

RMJr: 

A: 

26 
- 2-

low do ;you know, in tbe aeant1ae, what tbe 
u~ and .. YJ are doilll' 

Yee. I wa1 OYer in XcClo;y'e office on PridaJ. 

What - what are the;y doina' 

The;y are aotuallJ operatina under th1e arrange­
aent Juet a• tboush it bad been .. de. 

Yeah. 

Tbe;y are gettlng botb in Nortb Ireland and in 
Auatralia and in New Zealand. ••• 

Yeah • 

••• • the aateriall whioh there are on the epot, 
eoae wh1oh the Bri thh ba'fe iaported, and are 
Juet gi'fing reoeiptl for tbou, and tbe Bri tlah 
a re - are wr1 ting it down in tbeir book and 
Lend-Leaee ie writing it down in theirs. But 
no - no aone;y ie pallilll and no proaiee to paJ, 

Juet the credit. 

How about in J:nglandt 

That'• the aue thing. 

S..e thing. 

'Iee. 

So it' •- I aean tbe fact that we'•e been at it 
eo long, we ha'fen ' t loat an;y ground. 

Oh, oo, we - we're actuallJ operating under tbe 
thing now. 

Oh, good, good. 

The onl;y 41fficult;y hal been tbe - the J.uetrali ane. 
The Bri tiah han &lwa;ya accepted th1e. 

Oh. Well, when ;you do hear , Will ;you let me know? 

Yee, I'll - I 111 let JOU k.now in ao;y eTent thil 
week. I'll giY.e ;you a report on Juet where we 
are. 

Will JOU do tba tt 

Yes, Heni'J. 
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ooae out to r our tar-. 
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• 

Well, we w1ll - we w1ll do that again. We'll 
want . . .. 

'!'bat 1 
• tine. 

• • •• to get {ou out on the tennie oourt and eee 
whether rou re up to rour old fora, 

Well, I'a aure I'm not that (laugbe), but at 
leaat I enJoJ vbene•er I oan get on the oourt. 

All right, well, we'll - we'll trr to do it, 
Belll'J. 

All right. K7 reg&rdl to rour Wife. 

!bank rou •err auob. 

Goodb71. 

GoodbJe. 
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Yeah, I euppoee all I oould do 1e t o be perm tted 
t o ••ell 7our breath. '!'hat'• a e olo ee • • •• 

( La1J81le ) Well, the Prea1dent, of oouree, 
butcher• hie oorn b7 outunc 1t ott the oob • 

• • • • that' e u near u I oa11 get t o the high and 
ughtJ. 

Yeah, well, I•11 l et 7011 - I 111 let J OU t ouch 
•e. 

Volldertul. 

( Lauglle) All • •• • 

Did he enJoJ 1t - did the Pree1dellt eiiJOJ 1tt 

Yeah, he did. I t old hi• that at t1Te o ' oloolt 
th1e •om1q thie wae 011 the • •• • 

Yee • 

• • •• 011 the- Y111e, I oalled 1t. I guua that 1 t 
wrGDI•••• 

Vbat did he 111" 

•••• 111 Dutoheu OountJ. (Laupe) 

(Lauch•) Stalk. 

Stalk, that'• rl&ht. I ae1d Yllle 1n Dutoheee 
Count7 •. • • 

Yeah. 
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••.• p1cked by t1Ye-th1rty •••• 

Yeah • 

•••• and flown here eepeo1ally. 

Yeah. \fa a 1 t good' 

Oil, 1t wae Yery good. 

Good. 

And I' • eor1"7 you only p1cked t our. 

(Laugh e) 
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(Lauglle) I told ba - I t old b1a that you ea1d 
three were ror •• and one t or na. 
Good. 

He ea1d, •well, Mre. Meeb1tt eee•• to ~·e 
d1Y1ded til .. aore equally.• 

I eee. 

So I only got two. They were damn good. 

Good. 

Now, Henry, I - I got eoae 1deae tro• h1a aa 
to wbat be wante done, and I think I'• go1na 
to phone Bernete1n to oo•• o•er. I gueea I 
better phone Paul, llado' t U 

Yeah, Paul'• on the !111, but J OU could ••• • 

Well • • . . 

I oan do 1t ror JOU. Sa•• JOU t1me, 1r you'll 
tell ae wbat JOU want. 

\fell, I waa 
r1gllt o•er. 
too. 

go1ng to euggeet that they coae 
I wae ao1ng to get G1neburg over 

Do JOU want thea r1gllt awa7t 
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Yeah. Well, let'•- let'• llake it at three-thirty , 
huh' 

Three-tbirty. 

Well, one or the other, you real l y - I really don't 
need both. 

Well, it'• - I - be- • • a aatter ot tact, be 1 e on 
the Hill, rou eeet 

Yeah. 

I d.cn1 t tbink be can coae, but I'll- I ' ll tell bia 
that you're aekJ.ng t or bia, bow1 e tbatt 

Okay. 

Vhatt 

But it be can't oose, Juet eend Bernie. That'• 
enough really. 

That1 e right •• • . 

Olta7. 

••• • a.nc1. • • • 

Anytbing elset 

Bow did the Preeident teel about itt 

Well, he 1 e got eoae brand-new ideae, but he- he 
wante to uee tbie - he wanu t o enuaerate 5-b in 
the liet ot - ot weapon• that he hae. 

Good. 

Ae a matter ot tact, I think it wae very ingen1oue. 

Yeah. Tell ae •• •• 

I tbinlt it wae daJIIn good, and I - I went •••• 

••• • did - did rou go the whole bog on both agri­
culture and wageet 

r or your 1ntoraat1on, yee, e1r. 
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Goo4, 1004· 

t .. , 11r. 

Well •••• 
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Be'• 10t -• new 14ea• of uohlnel'J but - bllt 
tut'• reall)' unt.porunt. '!lle 14n 1• be'• 
reall7 so1q to wo:rt on u . 
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JIICJr1 lllpt. All r1pt, llul, wbat ehet 

Rl 

IDIJrl 

R1 

IDIJrl 

R: 

JIICJrl 

R1 

IIMJra 

R: 

a.Jra 

R1 

IIMJra 

R1 

11MJr1 

R: 

IDIJrl 

!bat'• all rllbt now. 

Bow lone - bDw lone rou p1ne to be beret 

Well, I tbllllt I'll be here rlcht alone now. 

Goo4. 

Doroti!J'• -ut1 4oft toMrrow, I tblak, 1.114 we'll 
be bare uoept, I 111111, tor weet-•41. 

Well, we'll 11t Wlltber eoon. 

All r1gbt 1 81111'7 o 

It I alke4 r ou tor eupper t on1pt, rou'4 Wak I 
••• trr1q to 1nfluenoe r ou on the 1Xeout1•• 
OJ'4er. 

lo, 7011 191 pt no 1Dt1J'IIt 1D WI II:KIOilUYI 0J'41J'. 
U•IIPI» llllt I - llllt l - anr Uae rou oan bftal 
anr oon '-*• DO ott•••· 

(Lallgl1a, All J'lp t. 

It' • ••rr soo4. 

All r1pt, llul. 

We'll 11t together eoon, bor. 

lllpt. 

All r1gbt. You'll tell Bernle or ••• • 

I'll 4o 1t r1gbt &W&J. 
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• • • • then I won't baTe to oall bia. 

Yeah. 

Tbree-tblrtJ, bubt 

Yeah. 

All r1gbt. 

Yeah. 

fbanlt JOU. 

OoodbJe. 

-
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At tM -Uioc at \to. 1111te lloue e •"=1d _. 
Jlldp Ill "1 JlniAl Q!n' l1 a..nl -.l ~• 

Jtldae 11oe- nate« tbat ba bid cl1-•e4 aU \to. wl.ib 11M 

rr.dMDt a \bat 11M l'lwiclat w «• 11" w o.n - -u .. , 
ot Ula ~ Prioa CCIIltnl Aot Ul4 Nllll&te ap'inl'-l prioae 

Ul4 Ulat be -w Ule tol.lOid.aa actle w be taka e Ule _,. •tten 

1. ""e1pte a .... ltQtl1uUe lloduator...., wwU 11ote1 ?• 
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aU poli07 .-u- wUb nepeot w -.... !!Ia llodentor wal1 llew .., 

Alh110J7 c-?.ttee o...UUJoc of hlpsllantatlfta ot tM 'ftl'iau u-..w 
ac-s. 11bo 'ldl.l be .. tletaotorT w Ule llo4erator. 

2. !!Ia 1lar r.bar !loaN wal1 ceU.. w baD1le Ule ..w1nt•tr&Uw 

-"- tbat u 1D -~-~ lyaD1 ... D1 'ldl.l o&n7 ... t \to. poliCI7 laid dow. tile llodefttor. 

). 'l'MN 1D w be •t liP a DAU~ &'nl'S£8 coat of U.'rlnc 1Dd.x 
bued .. abeolne aeouru .. of tood, olot.b1aa D11'11Dt...., .-1ac11na 
&ZIT la:lar7 D1 ~ .. tba llol'dllrl1De ,. ... 1'UII.J7 ...., _1 •• 
!!Ia &'n1'&p 1D w be t11IIOcl &I of Anaut 1, Ufa. 

4. !be ~tor 1D w te?<a tba •...rae• of ...,.. pa1cl 1D aa 
i.Ddut.IT CD a D&t1CID4?da bu11 u of .&qllet 1, 1942. 1lben.., 110pl07M 

1a aettiac tM •'NINP or 1D - at tl>1.l &Til'&p wace, be 'ldl.l aet ao 
s- ot _,.. tw tile M1- at tile ar. IZJ;T 110pl"7M reoeYi.DC lMe 

tbea tile ••=.-. _,. - _. oolleotl'n bup1J11na, ato. , ncai'n pq w 
tba •'NINP pa14 1D tile 1a1uW7· 

S. .._.. are ~ t1Dil util u.- 1a a S par -t iaoft&la 1D Ule 

coat ot U.Yi.Da 1Dd.x aboft rotana4 w. It_. poi.Dteol ov.t W Wee 
11oe "" tbat Ule .u~ &'NINP wa11 be -caa pa14 1D ilia -• 
tosa'ber witb _,.. paid 1D tile ...U. ..t tllet ~ 1D a ~ 

diapar11;r 1D aoGb ._.. rate., ao tbat 1i01'bra 1D tile aort11 wal1 be 

cattiac U.ttla, 1t &ZIT, ._.. iaor••-· .Jadca Ro• a Nid ~ 

tile Praaidlllt ... w t1w ._.... datllnld.nad em a D&tionel. bu1l raiber 

tbea CD a ~OD&l buia, 

It .. &lao pori.Dteot wt w Jlldp lu Ulat 1.a .-:r 1111tutn• 
aocb u parllepa .teal, Ulera 1D ao ar-t dUparit7 be-. 11bat 1D paid 

1n 0118 bQaiDMe D1 1D aaotber buriB&aa D1 oOD&aquatl;r i t wal1 -
ftl7 U.ttla, 1t e;r, ..,. inoraaH. 

-
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11a4p Ru otat.d taat -.t tM Prea.clat .n.t to dll -

to IJ'M~ nrWJ. e/117 ..... 1 
• ·- u4 taat t.IM 'h-•-17 t~ .... 

it poaible to """ Clllt t.IM Wv x.a- 8ou4 ~ 111111 peril. be 

ewD ..,n l1benl. with labor. 

6, tM W b .,.,. IIIDd.ou to Uapt tM frewu7 '• -awtt.on 

ot jDCln"'DI Alu1.w ed b IR •• 1llld4rr tho ~- ot o..vol, !be 

lloWotor b al.8o to iDnott.pto h1ch .._ ••• paid .. 1Im' -·-- with 
a 'rl• to HCIIIo1DC taa bca"••· Ill -uon 111111 t.hb PNiiM1 b1cb 
Alu1.• are to be otadi..S traa tho pojJlt ot 'rl• ot taa tax flll1o 111111 

allo trc. tho pcoiDt ot n.. ot ~ t'larther 1DcrMMe 1.D eal.vioo. 

JlldCo Boo- - -ert&iD .. to 'llbothoer ~ lboal.cl be d- to .,.t; 

dOWD eld.etiDc h1cb Alu1.•• 

2bo PrNidmt ... w. I:Dcuti ... Or.s.r to rooito opooiti..U:, 

all Ida etatoatoi'J' mthority 1Dclad1Dc 5(b). It-. utt.oipot.d tbat 

iNtoed ot doloptl'ftl all ot tho etato&WI'J' authority to tho llodol'ator 

tor the pu.zopoeo ot OUT1iDc 011t pro'rleiono ot tho Order, Ulo llodorator 

woul.d be authorb..S to ueo dil'octi .... to thooo ~wtwt &gtiiiGioo oJ.rooq 

earc:1e111c U.... etotoatoi'J' ~. +NHDI thea to take oction 1lllll4rr IIIOil 

~ to CUTT OQt tho proczw ot thio Order. 

1. .Uthcup,.. ukod JUdp Boo- about tho utter -ol tiaoo, 

tho ProoidODt llpp&I'OD~ oa1d DOUli'ftl _,.,W'IIilll tho probl.• ot _,. 
ineq1>al.1 tt. .. , We poiJlt..s OQt thot 11111&0 inoqniH t;1.o llicht ~ t 1.D 

ld.cration ot labor traa - illport&Dt 1.Ddue1;J7 to aDOthor, 

JRI.oool.laDoQao, Quotic.~ wu reiood u to 'llbethor ,.. ou toll u.s. 
Stool Ulit it cam..t tor tax papo- dodact bom- po1d br it to 
peroono obtajm"C Ooow-t oontrecta tor 11. S, Stool, 

Oacar Coz hu pnparod • ~ .. tho ProoidODt'• p--. to 

deol '111 th ..... 111111 IICI'iclll tarol prGbl- 111111 Cliubarc b to fllrD1U • 

oow ot it. 

8. J\ldp 11oo- 1l1ll DDt a wuclw oatlizdJic Ulo detocto 

in the PrNidmt•o 'IIIIi• pr1J11uol. Koae>w, ho ~~ diiM DOt waDt 

that -~ ;tuet at thie u.e. lie etat.d thot attor u Order hod 

boOD dratt.d, all tho i.Dtwwtod ac-ioo 1l1ll be aallod 1.D topthor 

tor a cont...co at the lbito KOQOO Uld at that tiM 111ll,~ m 

opportunity to upr.oe thair n...... J\ldp Bo•- latt tho 

qol&otion u to 'llbethar tho labor UDi- 1IOIIl.d be ooonl.W. 
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Api.W.t.N 

!be rr..u.at ~died tbat dMplte tba atti~ ot,.... ~. 
s-tar llatrlq, anc~ x- a • -·be -w t.o ...t ....... _..., 
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ot the .. ra-q Prioa CoaWDl .a.t, aDd OCIIlVol api.W.~ pr1-. Be 

ha4 in II1Dd ba'finC ._. l.1A the Wap ~tor t1ll: tile polloi• • 
acrtcaltaral pl'io• lnat to ba.,. ~A Nh1n1•tezo tba prlc•• Cll.lwllvl 
ea14 that al.UicNF in tba-.. lllll labor t1al4 it-. 4aAJoabl.a t.o ba.,. 

a llodcator t1ll: tba poli.oi• IDd tba a1n1J1c ....,a1aa do tba ,.,.,.._ 

trati.,. 110111, tb1a t~ -u DOt be aCIIIDd in tile api.W.t11Nl. t1al4, 

since the Voderator ot Ap1.o11ltual. Prioea wwl.4 ai&lplT lla.,. t.o ctlplioate 
all tlla work C~UTtDtlJ' bainc cloaa 'by the ~A. 

!be Prea:l.d•t ha4 iDdicaW that- ot tba -tore bad ..-itt.. 
to Ida &114 aa14 tbat altbou&l> •oti• 3 t1D4 pal'iv at uo per cant, taa 
real purpoae .. to uauno tamara 100 per o.tt ot pal'iv. I pointed 010t 

that there,... •-tbill& in tba le&ialati.,. biatorT t.o .apport tide point 
ot nn anc1 that tile line .. .t.pt t.Ue :I.A the Ol..s.r _. t.o r.o~• 
that w _.. outtl.Dc -. tba Utanl wrclol ot the etatoate tor tba 

puxpoea ot oaft'71DI oct the llllbataDce ot tile Order, ~, u..an t.o 
tar~~en lOO par omt ot pal'itT a...n it in oert.a1n u.-... it -aiteW 

the~ ot oerta:I.A auba141aa. ID o-tion with wbe141aa, the ~• 
aa14 tlley 1IOIIld ha... t.o ba paid fiZtTWT aad. that tile nba:l.diaa 1IOIIld DOt 

DCNDt t.o a cnat daal.it u.roap tide ...,., ub w wre able t.o lap ott 

tha azt:ra 10 par c•t all4 ~ lla.,. t.o uaare tamara lOO per -t ot 

pal'iv. 

!be Prea:l.dent ha4 :I.A II1D4 alec oMnc:lnc the ul.at.1.nc t~ tor 
deten:1n1Jl& pal'iv. Be -w oODOaptiaD ot pal'i\7 1"niH4 eo aa t.o 
1nolwte DOt ~ the pl'i- paid b7 tamara wt alec the pl'i- paid '117 
other parecma. He .nted in attecrt. t.o p!lt the tanoan • the- l a...l 

with other pei'IICIIUI. It .. adlld.ttecl b7 all that jut 'lbat the PrN14eat 

ha4 :I.A II1D4 .. ancl.ear. J'vth..-e, Oinablaq aa:l.d tbat it-. ...ry 

darlcerou m4 IUideei.rabla t.o attelipt t.o ....U. the cODOaptiaD ot pal'i\7, 

einca 111>at _. ~ t.o J'M'Glt _. a l'W'fUi• ot the t~ t.o tba 

14..-.ntqe ot tba tar:aar. Oinallvl 1e t.o nbait a .......S. t.o llldp 

Roe...., on thb probl• ot tbe pari tT t~ •Mid.nc 1lb;r w do DOt 

want t.o redatina pariv. 

Oinabura alao ...s. the point tbat -t ot tba apicultaral prodlicta 

had. alread;:r cone abO'WW UO per c•t ct parit;r <»: wra eo tar bal.« pal'it;r 

because ot the areat euppl;f nch ae in tba tiald ct Wheat &114 com that 
the .. it.a praeented no pl'Obla. He ea14 that there wra not mora t11an 
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perbtlpa taur i t.a 'llbioh '"" 1.11portu1t .tra the point or 'fin ot ha'f1nc 
their pr1c .. tiX>od . !b- it.. ...r. butterfat, - ftPta!llee, -
mite, met ll1lk in - areu. Oiubura felt tbat f1x1nc tbe pr1o• 
OD th .. e 1 t.a aa not ntno1ant17 i.JiporteDt to ju~ tbe l'lwidlat 

running cOUDter to tbe ca>A atatute 8DCl HendenGD u eM1JIC 1M ~ 

on .IIJl.T 28 to atte.pt to arcu b1a ov.t or aoS.nc c011nter to the acri<Nltval 

prortaiaaa or the CI'A Aot. 01Da1:Jura Mid that in tha field or pooalt&7 8DCl 

-ta, the prio• _.. in - or uo per c•t or par11;T. !be cl1tt1CIIl1;T 

thet Gietad -. that OPi ~ 1'1lred pr1- at tha procee_. ratller 

than price• CD the tua and tbet u a reeult of the l8Dd•lMae pNp• 

in '11111ch, tw auple, a Iniga -t of hop ua be1n& bov.&ht for abipeont 

abroed, tile pr1cea of hoaa 011 tbe tan ua bi.cllar than tile pr1oe that the 
proc .. eor can cbarge tor porlt. 

Clineb\u'a ia to g1..,. Judge Boa- and .. a cOJ)T or • -an.tu. 1n 

which he llata the tan itee that han not as 7et reached 110 par oct 

ot par1V• 01Daburs ie elao to draft a new OrcS.r -~ the Proar& 

diecueed at the -tina and i .e to inclade in tbe Order certain ot the 

pro'f1e1CD& in the 'froauuJ7 draft or Orc!G". Iii tiiU CGIID&Ctillll, it u to 
be noted that Clinebara wllmttad at the ••tine a ra'fiaad draft ot OrdG" 

in '11111cb he ha4 alraadT included &CIH ot tha pro'fiaicme ot the Traeaur7 
Order • 

.hldp Ro1 ... eleo 1Ddicatad that 111*1 ha dUcuaad t.ha .. ttar 

w:1 t.h the Praa1dant, partiCIJl.u'~ the probl• or c011trollin& atrical tarel 

pr1caa, he pointed out to tha Praa1dant tbat 1Mtead ot t1x1na pr1oea 

dirac~, pr1caa can ba ccatrolled t.hrCIIII)l tha Mdi,. ot controllina 

credit to tanoara. ohodp 'oa•wm aa1d tha Praaidant ... the point 

1 Ha~ and acread• 
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AID TO BRITAIN 

Present : 
Mr. Bell 
ltr. White 
General llerera 
Mr. Hicks 

Julr 27, 19~. 
3:20 p. a . 
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H.li. JR: Now, do you want to 'buy some planes fro11 
England and P81 them cash? 

GENERAL WEYERS: No, air. 

H.li. JR: You didn 't--

GENERAL MEYERS: 1 wasn't quoted that way, was I , 
air? 

H.M. JR: Well, you said you had to make up your 
mind. 

GENERAL MEYERS: That is right. We have to make 
up our mind. We are taking ove~under the recent 
Arnold-Towers-Portal agreement, certain airplanes that 
are on British contract . Likewise, we are giving England 
certain airplanes from America, U.S. contracts, both iir 
Corps and Lease-Lend. 

Now, our thought on the matter was that it would 
be a credit to the Lease-Lend account if those airplanes 
could be taken over from British contracts. 

H.M.JR: Talk to me in dollars, can you? 

GENERAL MEYERS : Roughly, I wou.ld say that we are 
taking over a hundred million dollars worth of airplanes 
that the British are paying for. 

H.M.JR: Dollar contracts? • 
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GENERAL MEYERS: Dollar contracts . 

H.W. JR: That the British have contracts for here? 

GENERAL MEYERS: That they have contracts for here, 
and have substantially already paid for them. In some 
instances there are still some balances due on those con­
tracts . 

We are giving the British, under that agreement , 
from American contracts which the United States Govern­
ment paid for, roughly a hundred and fifty million 
dollars' worth of iirpianes, substantially from Lease­
Lend appropriations, however. 

B.V. JR: But giving it7 

GENERAL MEYERS: But giving it . 

H.M.JR: A hundred and fifty? 

GENERAL MEYERS: Yes, sir. 

H.V, JR: Against a hundred? 

GEt.'ERAL l!EYERS: Yes, sir. 

H.K. JR: Well, what other way--1 mean, on the hun­
dred and fifty that we are giving them, would the bulk 
be Lease-Lend? 

GENERAL MEYERS: &lbstantidly so, yes . 

MR. BELL: Would they get the dollars for their 
hundred million -would the British get the dollars for 
the hundred million? 

GENERAL LlEYKRS: No, no. Our thought was that we 
would credit the Lease-Lend account witli the value of 
the airplanes that we took over from their contracts. 
That is the .point at issue, of course. 

~ WHITE: That is in addition to the seventy 
million? 
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GENERAL UEYERS: Yea, this is entirely apart froa 
that ol:d deal·that transpired in December. 

MR. WHITE : Instead of paying a hundred million, 
your suggestion is to merely credit them against the 
Lease-Lend account~ 

GENERAL YEYERS : That is right. 

MR • . BUL: I don't see the advantage in it. 

WR. WKITE: In one case they will get a hundred 
million dollars from us and in the other they won't . 
That is the advantage . 

GEfERAL MEYERS: That is all it is in a nutshell . 

WH. BELL: Then I don't see the advantage in what 
he is proposing . 

MR. WRITE: He is suggesting instead of paying a 
hundred million dollars , say to them, "We will regard 
that hundred million dollars ' worth of planes which we 
are taking from you as part of your repayment on Lend­
Lease obligations. We will credit you - the stuff we 
are giving you - against Lend-Lease. " 

UR. BELL: Yes, but I don't see that it makes any 
difference one way or the other as long as there aren't 
any dollars passing. 

GENERAL IIEYERS: The other way there would be. The 
other way we would actually refund, give to the British 
a hundred million dollars in cash. 

MR. BELL: That was the reason, to get the refund 
and get the dollars. Wasn't that the purpose~ 

MR • . WHITE: That was an additional amount . At the 
time of the conference they spoke of the three hundred 
million, roughly-they didn't know e~tactly-and then you did 
give them seventy million. There were a few million more 
which you were going to give them after you settled what 
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the yalue might be . 

GENERAL MEYERS : Yea, and then there i s an addi t ional 
twenty- five mill ion or so that they are getting out of 
the facilities. · 

WR. WHITE: Out of the facili t ies . Now, here i s 
a hundred million, part of the additional t10 or three 
hundred million that we had been talking about, and 
which we agreed at the time to hold off, and the General 
is now raising the question: lbat is the decision! Shall 
we ~ay them dollars for this hundred million, or shall 
we JUSt credit them and they won't get the hundred million? 

H.M.JR: Well, is this hundred million dollars' 
worth of planes - has this been under consideration as 
a part of anything else? 

GENERAL MEYERS: It is part of an agreement . There 
was no monetary consideration t aken in in t he agreement 
of Arnold, Towers, and Portal, which was approved by the 
combined Chiefs of Staf fa. 

That is , in other words, it was a distribution of 
American production of airplanes, and when that consider­
ation was ~iven to this distribution, there was no 
thought - 1t made no difference whatsoever in regard to 
who bought the airplanes . It was American production. 

H.U. JR: Let me put it another W&f. This hundred and 
fifty which we are giving to them, ia that something new -
was that also part of this three-way azreement? 

GmERAL 14EYERS: It is part of the three-way agree­
ment , sir, but i t isn' t something new, because if this 
agreement hadn't taken place we would have given them 
a considerable portion of those airplanes, anyhow, under 
the Lease-Lend. · 

l.fk. \;RITE: You see, these are - we are going back, 
now, to the pre-Lend-Lease contracts. 

H.M.JR: I think, in fairness to the English, I 
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ought to give them a chanoe to tell their aide of the 
story. 

MR. ~ITE: They have , haven't they, Kr. Secretary? 

H.M.JR: Not to me . When do you have to make up 
your mind? 

GENERAL \IEYF.RS: It is very critical right at the 
moment. I would like to do it by tomorrow. 

H.~.JR: Do you want to do it tomorrow? ie move 
fast here if we have to. 

UR. BElL: Ar~ the British expecting dollars for 
these? 

WR. ~HITE: The British are uncertain . They asked 
for it. 

H.M. JR: I just want to be !air. What is the time 
factor? 

GENERAL MEYERS: The time factor? 

H.M.JR: Delivery of the planes? 

GEtlERAL WEYERS: Deli very of the airplanes . For 
example, a company does not want to turn the British 
airplanes over to us until the British release them, 
and in some instances the British haven ' t made final 
payment, and the company wants to know where they can 
get their money from, ot course. 

H.M.JR: How can I ~entify this to Phillips so 
he will know? 

GENERAL MEYERS: I should think if you would identi­
fy it by reference to the recent Arnold-Portal-Towers 
agreement which was confirmed by the combined Chiefs of 
Staffs--

H.M.JR: How recent? 

GENERAL }.!EYERS: About three weeks ago . 
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H.K. JR: As recent as that? 

GENERAL MEYERS: Yea, sir . 

MR. WliTE: Wait a minute. 

H.U. JR: This doesn't go back to that--

YR. YtHrrE: It doesn 't refer back to that other 
deal at alL 

H.K.JR: This is something new which I never heard of. 

itR. ViHITE: These are part of the planes which the 
British have bought and paid for, and which theT hope 
we wi 11 take them out of. 

B.M. JR: But this is another agreement that the 
Treasury never heard of. 

GENERAL MEYERS: I am sure this never came up. 

lilt. WHITE: Doean' t that apply to planes prior to 
Jll\uary first'l 

GENERAL KEYERS: That was the - no, that was even 
pri or to the Arnold-Portal agreement. We commandeered, 
or requ~ed these airplanes between December seventh 
and January first. That was one thing . That was a 
clean-cut deal in which we made our decision to reimburse 
them for those airplanes that we took from their contracts, 
which was their property, in effect. We made that deci­
sion. We made them for them. Now, that was done, except J 
for the final adjustment . 

H.K.JR: I will tell you what 1 will do. I think 
the beat thing ia this. Have you heard of this agree­
ment within the last three weeks? . 

MR. V,IHTE: No. 

GENERAL MEYERS: I have a copy if you would like 
to l ook at it. 

Regraded Unclassified



. . 

- 7 -

H.K.JR: Could White look at it, and Bell? 

GENERAL KEYEkS: Tea, air . 

1}3 

H.K. JR: And could you come back at ten o' clock 
tomorrow morning and we will settle the thing then, 
anS w~ill have the English here. How is that? 

GENERAL MEYERS : That wUl be fine . 

MR. BEll.: I don ' t 'aae that we are involved, Harry, 
if it isn't a question of taking these planes and giving 
these British actual dollars. 

MR. 'M!ITE: You ar e involnd to the extent that it 
you do take t hese planes you give them a hundred mill ion 
dollars instead of giving them a credit . 

H.M. JR: Needless to say, the Army doesn't want to 
pay them the hundred million. 

GENERAL MEYERS: I am sure that is the War Depart­
ment ' s thought on the matter . I am sure it ie Yr. Lovett'a 
and Kr . WcCloy'a. · 

MR. BELL: No doubt about that . 

H.M. JR: But I think we have got to be fair. 

GENERAL MEYERS: I think we should, too. 

H.M.JR: I think you had better step back a minute 
with Mr. White and unburden your soul on this agreement 
which we don't know about, this Arnold-Portal--

GE!:ERAL Mhl'ERS: Tower•. 

B.loi. JR: --Towel'll agreement. Do you mi.nd? If you 
have got another five or ten minutes--

GEt.ERAL MEYERS: Yes, sir. 
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IINJrl Bello, hello. 

Oongreuun 
Jere Cooper: Bello, Henry. 

HMJr: Hello, J eret 

C: 

BMJr: 

C: 

BMJr: 

C: 

HMJr: 

01 

HNJr: 

0: 

HMJr: 

C: 

IINJr: 

0: 

HMJr: 

C: 

All right. Bow are JOU getting a1ong' 

Bow'• the old oaapaignert 

All right, tine. I want to congratulate rou on 
that atateaent JOU aada our in the Senate 
Oo..ttt ... 

Well, I 1a glad JOU liked it. I think 1t1e 
the onlJ aan ot the WaJ• and Keane that did. 

Well, I - I thought it waa tina. 

Yaaht 

I - in taot, I 1 Ya been uaing part ot thia 
afternoon oalling 8eoretariee oongratulatinc 
thea. I oalled Cordell Bull and oongra tula ted 
h1a on that big epeaoh he aade • 

. 'l'ha t. • good. 

Benryt 

Yea, . air. 

You told •• aDJ tiae I raallJ needed help to 
ooae to JOU in peraon. 

'!'hat'• right. 

All right. I hau an avtullJ good, old 
friend •.•• 

Yeah. 

•••• tbat I want a littl e Job tor. 
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IIMJ'r: 

0: 

HMJr: 

0: 

HMJr: 

0: 

IIMJ'r: 

0: 

HMJr: 

0 : 

HMJr: 

0 : 

RMJr: 

0: 

HMJr: 

0 : 

l!MJr: 

0 : 

IIMJr: 

C: 

RMJr: 

0: 

HMJr: 

- 2-

JU.ght. 

He'• an elderl7 man, but 1n aplendid health, 
and he haa a OiYil SerY1oa atatue ae a Junior 
ol erlr.. 

Yeah. 

And I want to get a plaoe tor h1a. 

Ie he OYer e1ght7t 

Xo, no, he'• not that old. 

(Lauglle) 

No, he ' • 70unger than Bob Daughton. 

Be'• 7ounger than Bob Daughton. (Laughs) 

Yeah. 

What ' • hie namet 

Mr. A- Albert • • •• 

Yeah. 

• ..• R. • • • 

R. 

Dodeon - D-o-d-e-o-n. 

Yeah, and where doee he 11Yet I lr.now 1t' • 
Tenneeeee but what •••• 

No, he ' s here 1n Waeh1ngton. 

Be'e here in Waeh1ngton. 

Yeah, his addre•• il 7208 •••• 

7208 •• • • 

.... Blair . .. . 

Row do JOU spell thatt 
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IDIJr: 

0: 

IDIJr: 

01 

IDIJr: 

0: 

IDIJr: 

C: 

HMJr: 

0: 

HMJr: 

0: 

IDIJr: 

C: 

HMJr: 

0: 

IDIJr: 

0: 

- '-

B-l-a-1-r. 

Road. 

Road, 7eah. 

Waeblngton, D. 0. 

Jov where ie he vorlt.ing now, Jere' 

Well, he1 e not vorlt1ng nov. 

Be1 1 not working. 

• 

Jo, 1 tell JOU what the taot ie, BeDrJ, he ••• • 

Can he epell' 

Oh, ~. he'• - 1 want t o tell JOU r1gbt nov in 
Just a word. Be - he'• one ot the aoet ooapetent, 
beet qualitied, and oapable aen I eYer ltnev. 
He' e a - he vae the leading banker in rq diatr1ot 
tor tort7 7eara. 

'117 God. 

!bat' • rigbt - leading banltar 1n rq diatriot tor 
tortJ 7eara and who had a big inauranoe bua1neea. 

Yee. 

ReallJ an outetand1ng, t op-notoh aan. 

Well, 1 von1 t trJ 
JOur aerioua daJ. 
oare ot h1•' 

t o lt1d J OU beoauae tbla ia 
But J OU 1 d 111te ae to take 

!bat' • right. I want a l ittle - olio a .t ourteen, 
titteen, eixteen hundred Job tor bla. 

Well •••• 

Nov t he e1tuation 11 th1a, Ben:rJ, he hae one ­
hae a daughter vhoae huaband ie a ooaaander in 
the Ja?J • • •• 
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HM.Jr: 

01 

HMJr: 

C: 

JD1Jr1 

0: 

JD1Jr1 

0: 

1111Jr 1 

0: 

JD1Jr1 

0: 

IIIIJI"I 

0: 

IDIJr: 

01 

IDIJr: 

0: 

IIIIJr: 

01 

. . 
CIS 

- ~-
Ieah. 

•••• and - the old ...,,, been ap here tor 
10ae t111e lhlftl WU!a ~. 

Ieall. 

But he'• aot1Ye and YlfOI"OUI and enerset1o, 
and he want• a 11 Ule Job h1au-tt. 

Ieall, well, Jere, after what fOU did tor ue 
on the taz b1ll, th11 would be the - th11 11 
oheap. 

Ifill, t1ne. 

ADd I- and I'd do U, 1t f Oil hedD1 t done &D1-
th1ng anrwar. 
I knoW Chit. 

'hall. 

You know I don1 t oall on f Oil unleee I reallf···• 

Well, the old trlende are the .beet tr1ende. 

Well, thaDit f Oilo 

I'll be - I 111 - we'll - I don1 t know how 
we'll do 1t, but bf hook or orook, we'll do lt. 

Well, I'• golftl to tell h1• Chit u• u be done, 
and he'll bear troa fOil eooo. 

You tell b.1a U w111 be done. I don1 t know how 
but I•u do 1 t • . 
All rlgh t , 11111'1. 

'ftlank fOUo 

!bank fOU eo auoh. 

Goodbfe. 

B,e-bJ'e. 
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Present: Mr. Bell 
Mr. White 
Mr. Haas 
Mr. Fr iedman 

JulY ?:1 , 1942 
S:40 p.m. 

H .~JR: Now, where were we when we got tQiS 
interruption? 

l!R. BRLL: You started out with the statement 
that you wanted the three economic groups--

ll9 

H.M.JR: I want the three economic ~oups to go 
to work on this memorandum which Harry Vila te gave me 
in regard to rationing of money. (Memorandum referred 
to entitled "A New Program for Inflation Control and 
Government Borrowing, • dated July~. 1942, ) ~ 

Now, we started on this thing last fall, and we 
had this man f rom New Jersey sittine here - you remember 
Viner - and this thing has been kind of aggravated in 
1Jil mind by the challenge which Taft made to me that 
we would have to go to the banks and sell them about 
twice as many securities as they have now. That is 
what he said. As a matter of fact , I asked this man 
Warren here a month ago to make a study of everything 
that he could to criticize the Treasury financing, 
remember? · 

JdR. HAAS: Yea, he is worldng on that. 

H.Y.JR: I asked that. Well, this is what I am 
doing. I can't over-emphasize the fact that I want 
this within the Treasury, and I don't want to read 
about it in the \'/all Street Journal. But liarry has 
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raised the point - he raised it before, before I was 
interested. J.t that time I think l!enllerson said 

50 

they couldn' t do 1J11thing for ai.x months, or something 
or other. I don ' t know, but, frankly, I want to look 
at this thing entirely fresh, you see . I don ' t know 
where it will lead us, but I am worried about after 
the first of January where we are going to go. 

Now, as I said before, the hard thing to explain 
is that just increasing the bonds held by the banks -
that alone doesn' t necessarily mean we have ,inflation, 
if there are enough other curtailments around, ceilinas, 
and so forth, and so on. But if this war is going to 
be a long one, and I say we in the Treasury have to 
figure on a five-year war - that is the only way we 
can figure the thing - then we have got t o do something 
different than has ever been done before, And quoting 
Stewart, he told me two months ago, or a month or two 
ago - he said, ~. Morgenthau, you can go for the rest 
of this calendar year the way you are , but after that 
you will have to do something else . " I don't know 
whether he told you that or not . 

liR. BEIJ.: Yea. 

H.W. JR: Now, maybe this is it; maybe it isn' t , 
I have got a completely open mind. I don' t know, but 
I want you fellows to go fUll steam ahead. What is 
England' s experience on this question of giving the 
man the books? lie can spend so much on clothing, so 
much on food . If we did do rationing, what would we 
do about voluntary bonds, compulsory s nvin~s? And 
then, while this~ not fit particularly 1n this group­
you might tell Paul this because I would like Paul to 
hear the whole story - but what I am going to say now 
comes to Paul in his capacity in taxes rather than as 
General Counsel. 

'Ihe thing that I can't get through 11f1 head is 
this. I think that if ~e were successful in getting 
deduction at the source through, that the man and woman 
when they do understand it would say, "Well, t he 
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Treasury put one over on us, the di r t7 so and so• 
because they would wake up to the fact that they 
are paying about a year and a half of taxes i n one 
year. Isn't that right, Friedman? 

51 

t!R. FRIEOOll: It is about a year and a quarter. 

H.W. JR: Well, it will look like two years to 
them. And the thing, again, talking of taxes - the 
thing that I want to raise - and I raised this with 
Helvering before and he threw his hands up in holf 
horror - was instead of doing this tax anticipation 
business I would like to consider next year - I 
mean, let' s say - well, it is irrespective of this 
rationing - that we might want to say to the peonle 
during ' 43, •we are going to ask you to pay your' 
'42 taxes each month. • See'l 

MR. BELL: Pay your ' 42 or ' 43'{ 

H.LI. JR: '42 taxes in ' 43, each month, and have 
that come along. "Now, ~be we can do it by sendi~ 
you a bill or maybe we can deduct it at the source. " 
You see what I mean? You follow me, Friedman? 

l!R. FRIEOO!I: Yes. 

H.M. JR: There are two ways to do it and not 
try over a period of three years to catch up, so 
that you are trying to do the. current thing, because 
I don't think you can - when I raised this question 
of going to employees, everybody - I mean, they said, 
~ell, if you did explain it, if. they ever did under­
stand, they would be against it. • I mean that was 
the general idea, and I don't think you should do 
something like that - I mean that you are afraid to 
have the man explain it. But I am raising the point 
of getting a man to pay in '43 his '42 taxes either 
by sending him a bill, a notice once a month, or possiblf 
deducting it at the source, you see, and not trying 
to catch up. 
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Now, this whole business, this question of 
volunteer savings, all rests there . We will l et 
that go for the time being, but the rationing _thing 
I want. Now, I have invited Dr. Viner to come back. 
I don't know anybody whose oritioisms I would rather 
have on this thing, and also Stewart , to be here on 
this thine because it goes right down to the gut s 
of the t hing, Dan, doesn't i t ? 

UR. BKLL: It sure does . We ought to review 
anyway what we have been thinking about. 

H.W. JR: '!hen I sent word to what is his name -
Warren - fully a month ago . I wanted a criticism of 
what l'l'e have been doing. What is it, e.bout a ~onth 
ago? 

MR. HAAS: In the neighborhood of that, three 
weeks ago. 

52 

J! . M. JR: I haven't got it, but I d·on' t want -
personally I doubt very much if we do anything before 
election. !low, I did mention it to the President in 
connection with this me~sage, and the President said, 
"Well, lienry, if I do this thing, frankly, I don't 
want to bring in any new idea. I don' t want to get, 
you know, off on something else.• So I did sort of 
plant the seed. I thought he should be thinking about 
it. 

now, I think as long as Harry has done mre on 
the rationing, as far as I know, than anybody else, I 
will make him chairman of this committee of the three 
of you, Blough, Friedman, and he. But I would like 
the thing to go ahead full steam because - and I 
aeain emphasize that for the time being it is strictly 
Treasury family , with the exception of Viner and Stewart. 

UR. HAAS: Warren. 

H.J.: . JR : And Warren. 
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MR. HAAS: He is in. 

L!R. WHITE : Warren? 

14R. IIAAS: Robert Warren. 

H.M.JR: He is with the Bamberger Institut e. 
Now, do you want to add anything, Dan? 

KR. BELL: No. You said Harry submitted a memo­
randum on it. Is that the memorandum you sent me a 
copy of? 

J.IR. WHITE: Well, yes, but there were a lot of 
memoranda earlier on this particular point, none on 
this financing , but on the rationing. Is that what--

J.!R . BELL: 1he Secretary said he had a memorandum 
from you. 

MR. WHITE : This is the one. 

H.ll. JR: This is the one. In that Har ry talked 
about - he said if you did the rationing, yo~ wouldn' t 
have to do anything else . 

J.IR. VmiTE: As far as inflation is concerned, but 
not so far - there were a lot of other things in the 
memo, as far as that--

ll.ll. JR: You said you mAY not be able to do the 
rationing, and then you would have to do other things. 

MR. \'4iiTE: I think we understand each other . 
It didn't have to do - it had to do only with inflation. 
There were other things that bore on financing which you 
are not discussing. 

J •• M.JR: No, you distinctly said, Harry, if you 
could do the rationing, fine, but then if you couldn't 
do the rationing you had alternatives. 
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UR. WHITE: Possibly" you didn' t read it caretul.l7. 

MR. BELL: That is t he way I under stood it. 

H.J.!. JR : That is what you said, Harry. Did you· 
read it? 

MR. BEU.: Yes. 

H.Y. JR: Read it a~in, Harry. You said, "If you 
do the rationing, that ~s O.K.; but if for political 
or other reasons you can' t do the rationing, then here 
are a lot of other suggestions. • 

L!R. WHITE: "'lllen here are other suggestions" and 
then it went on. It was indented a little more and 
there were other things. 

H.M. JR: Take another look at it. 

MR. BELL: He is right • • I think he had a program 
there which scares me a littl e. 

11R. WHITE : 'lllat is right, but I jus t wanted to 
make it clear t hat this part has to do onlr with 
inflation. 

H.J.!. JR: Well, the -part that I am asking the 
three of you to do here ~~ to explore this thing, ration­
ing, in connection with in.flation. 

MR. WHITE: 'lllat is right. I just nnted to make 
it clear that there were other things in there that 
didn't relate to inflat ion. 

H.M. JR: Anyway, are vre clear 9n that? As I 
understand it f rom Harry, and L don t want you people 
to think anything at all - I mean I am completely of 
o.n open mind - if we did this rationine that would 
take care of the inflation. 

J.!R. WRITE: That was our decision; everybody 
agreed with that. 
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UR. WHITE: Possibly you didn't read it caretull.7. 

KR. BELL: That is the way I underatood it. 

H.J.I. JR: That is what you said, llarey. Did you· 
read it? 

KR. BELL: Yes . 

H.Y. JR: Read it a~in, Harry. You said, "IfJou 
do the rationing, that lS O.K.; but if for politic 
or other reasons you can' t do the rationing, then here 
are a lot of other suggestions. " 

UR. WHITE : "Then here are other suggestions• and 
then it went on. It was indented a little more and 
there were other things . 

H.M.JR: Take another look at it. 

MR. BELL: He is right • • I think he had a program 
there which scares me a little . 

MR. \'ffiiTE: That is right, but I just wanted to 
make it clear that this par~ has to do only with 
inflation. . 

H.!.!. JR: Well, the 'Part that I am asking the 
three of you to do here 18 to explore this thing, ration­
ing, in connection with inflation. 

KR. WHITE: That is rirJlt. I just wanted to make 
it clear that there were other things in there that 
didn't relate to inflation. 

H.J.!. JR: Anyvlay, are we clear ~m that? As I 
understan! it from Harry, and 1 don t want you people 
to think anything at all - I mean I am completely- of 
o.n open mind - if we did this rationing t hat would 
take oo.re of the inflation. 

MR. WHITE : That was our decision; everybody­
o.greed wi th that. 
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KR. HAAS: If it works - I mean, that is the 
proviso . 

MR. BELL: Well, i t oert alnlf leaves the money 
some place out there that can't be spent . 

H.Y. JR: Then the question is how are you going 
to get the money in. 

MR. BELL: If t hey put it in the bank, borrow 
the bank money. 

J.IR. WRITE: We don't need to ge t it so far as 
inflation, but we might so far as financing is con­
cerned. 
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H.M. JR: Well, I agree that if you could take 
this money and keep it from being spent and it st~s 
there in the people' s pockets, then the question of 
get ting it is that much easier; and of course I also 
agree that the first thing is to try to keep the 
people from spending it, and the thing that nobody 
yet has been willing to face is that somebody has got 
to go before the country and say we have to reduce 
our standard of living. We have to reduce it. We 
can't live as well as we have. I sn' t that right? 

UR. FRIEIIIAN: It certain17 is, absolute4'. 

H.U.JR: Now, someoody has got to go and say, 
"You can't have - if you are accustomed t o two bath­
rooms, and twenty electric lights, and two ice boxes, " 
and so forth and so on, "you have got to iet alon~ 
with one ice box and half as many lights, etcetera, 
etcetera. A!ter all, it ge t s down t o - and I heard 
somebody say - well, I was discussing this with some­
body and they got out a penoil and paper and figured 
that we would spend less than we did i n 132 on civilian 
goods. Of course I never said anything. Somebody 
threw that in my face. 

l.IR. HAAS: Pretty close. 

I 
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UR. lNHITE: We will have to bU1 aa little goods 
as in the depths o! the depression, but they will be 
higher priced so there will be more money. 

u. u . JR: But they will have to bU1 less. Some­
body, I don' t know--

hiR. WHITE: That is the one problem. 
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H. lJ. JR: Some unkind soul threw that in m:r face , 
that lYe would have to have less civilian goods at 
the disposal of people than we had in '32. 

!.IR. BELL: Less available . 

MR. HAAS: And a different distribution of goods. 

H. U. JR: Well now, it gets back to that whole 
business, and then if we block t l.is thing off , then 
where do we end up? How much money would t here b& 
in the pockets and vaults and safes that I could borrow? 
Then the question of how we would get it, t hat is some­
thing else again. 

WR. WHI TE : That is a separate question. 

H.U. JR: '!'hat can be put in a separate pocket. 

11R. BELL: Yes. 

H. AI. JR: Do you agree? 

I.IR. HAAS: Yes. 

liR. I'IHITE: Yes, sir . 

YR. FRIEDMAN : Yes , sir . 

H. I.!. JR: ¥1hat I am asking, if you can block off 
this money so it can' t be spent, how I get it in the 
Treasury is something else again. Is that all right ? 
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JdR. WHITE: Or if' you get it in the Trea8U17 -
either if or whether. 

I!.M.JR: I will get it in the Treaauey, but how 
I get it in the Treasury is something else. 

Wt. FRIEDMAN: The only relation it has is that 
the more effectively you can get it in the Treasury 
the easier it will be to enforce the other controls. 
That is, if it is left lying around and not gotten 
into the Trea8U17 directly, there will be more of a 
tendency for people to break the law with respect to 
the other money. 

H . i~ . JR: In other words, you mean if the liquor 
is in the safe it is not as hard to say, "I won' t 
drink" as if you have a glass in front of you and you 
say you won' t drink it. You don't have much faith in 
humanity, do you? 

MR. FRIEDUAN: Exactly. 

II.M. JR: Harry, have I stated the thing·, 

YR. WHITE: The immediate task before us, I think, 
is clear. 

H.Y;JR: Now, George? 

UR. HAAS: Yes, sir . 

H.ll. JR: Now, I can't overemphasize how anxious 
I am to have something within a couple of days, even 
if it is just an outline. 

lffi. WHITE: Yes, we will have something. 

H.M. JR: An outline. After all, we have been at 
this since last October or J{ovember . 

J.!R. ;·miTE: The t is the reason we can have an 
outline. 
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H.ll. JR: Do you want to add anything? 

KR. BELL: No . I think it is fine we are 
going over it . 

H.li.JR: Now, ~we get this outlined, and, 
as I say, we will ali.take a look at it, and we will 
have meetines here to decide what we are going to do 
with it. 
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UR. DELL: I think it is time to review the whole 
past six months to see where we have gone and where 
we ought to go from here. 

H.U.JR: That is why I asked--

KR. HAAS: You started this thing a week or two 
ago when you raised that question on taxing idle 
balances - I mean, you raised the question again. 

H.IJ. JR: It keeps popping up all the time, but 
I just--

)IIR, HAAS: I think next fall, bejtinning then, the 
real pressure is ~oing to start. It looks like that 
to me . 

H.U.JR: Next fall? 

KR. IIAAS: I think so, after the sWiller lull. 

H.U.JR: \[ell , one of tha thinzs that bothers me 
and that I don t know enou~ about again, is they keep 
saying, ~Vhen the inventor1es are exhausted, that is 
the time ." 

MR. HAAS: That is l)'icht . 

H .~ . JR : Aria, of course, this is a ~ood time to 
start this, now that the President is go1ng to go 
ahead with some kind of an announcement on prices. 
?/ell , that again will tet1porarily take care of the 
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thing, and then we will have to come along, and I 
think after he does that the people will be shouting 
all tho more, •Nhy doesn' t the Treasury do something?" 

Well, a couple of days, gents, and then you tell 
Blough and Paul, and please impress on them two things: 
One, the need of secrecy, and two, the question of speed. 

l.IR. FRIEWAN: I certainly shall. 

H.M. JR : I don't want- for everybody I don't 
nant t o read about it i n the Wall Street Journal. I 
am l ooking at the ceiling. O.K. 
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ceurationa. 

3. lliCO'Ul'a«iDC 1ft•nttlltft\ (by 1n41'fi41,1&h lD pnftrGQCI t.o bpta) 
b SO•tna•t ttC'\I.d Uti wbicb t1DaACO the borrowS DC fro• wbich 
e.pl(IIJIIO'Dt u4 UCIU lDCOM U't Urind. 

4. karl- pro4ucUoa of all OO'Il..-er CQOda, ftioh oaa bo pf'04gee4 
ri tllout m.penac preduo\toe of aoodect. 4ottue aattrt&lt. 

&. l01tr1cti.Dc ered.U lO pro4aathe pwpottt ..ad. eou4 sa. .. w.ate 
lA or4.tr to 41ecoureco lpH\&laUoa. 
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results in lower cottt anA tnoreaso£ protltt. !blt -tll pro-ott 
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1•71D« a tint fO'UD4atlon tor pott.--•r a4Juataent.e. 

If \bttt ..._,vu 4o ao\ ""' \o pnTt.nt pr10it a4ft.Dcle, \lti.NJI.tonabl.J, 

U. .., 'M Mett1Q7 to nMrt to ... nre• or ar'bltr&J'7 priet oootrol. Ia \bat .. tnt, 

t triala dt flo.lt.e prtaclpltt lboult 'De berM la at~• 

lecoD4, aq ettor\ to laCJ'•II protl h 'btcauat or tl\1 1Mr .... 4 4MP4 1• 
hflat.ioaa'7. If arbltraJ'7 coa\r<~l. 11 nocttNJ'7, 1t tboU14 bt U•itN t o protltHriil'. 

!blr4, U control 1t ato .. _,.,., turtbtr thaD wtl.l.-4tthe4 cutt of ptof-

1\ttl'l'DC, aU ebou14 ~~ NJtct to oo'fttf'Olt eo t.M.t .. US.ty UOftl all IJ"'UP' flU 'bt 
atw,r.t4. tbt MaiD.lttraUoo ot .., prtce cootrol. le&hlaUoo t bo.ll4 " 'Yttt..S la a 
'boar4 .SUa a cba.lnu. appobh4 'D)' \bt PrP14eat &DIS lill7 4P.lthorltt eo cra:ated tbOUl-4 
b t ttn.laa\44 •• of a tpeeltt o4 MW. 
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ftiiD, .tcrt-nre, ..s• uo It a111l• t..a..S'-1 ,.......lite -.ito, h 
•• 1-t ll~ e1 all ~triM te _, -lhUa ,..._ 
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Ope:raWI'I 

IIIIJI'I 

Operawra 

JIII.JI'I 

Opel'a\OI'I 

IIIIJI' I 

Operator& 

IIIIJI'I 

f. I. 
8pleJI 

-.rra . 

lh 

IIIIJI'I 

81 

IIIW'I'I 

81 

Jle11oo 

ltib W7. lf'l •• .o p ... 

Ill" r..tmllt l'lllUJ.pa lla•'• ntu'Mio Be 
............ lnllf, , ......... 

htil"' 

'fo• _, to tan to lalat 

1 111 tan to •ald.,. 
All riP'• 1111 ••• !ala oa. 

llallo. 

Ill'. BeY1111. 

lle11o. 

-.no, lftlq ep.ullll· ...... ,.., 
1'• ..._, ..u. ., are '"' 
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I'N'~ ..u. 1'•• -.Hn UT1111 to set bD14 of 
Ill" l'l'.S'I"ielt J'laU11pl fOI' onl' ID l:lolll' DOW ....... 
PbUU'D• J.ID 1 t tel11111 well. I tll1llk tl.e 1 

• 
Jl'l'llrh\J ill lle4. 1'• DOt •ve. 

Gil ...U, t1aa7 to14 M !1.1' 4 be llaok 1D tile 
othM 1a a t .. u••n wheD I a.1114 ap a 
lUU. aftel' .UH. 

Cia, rn'1Jt Well, !1.1 uta'' -e llaok Je'· 
1e ..... , fH11111 well tb.le aoi'DiJII. 
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IIMJr: 

81 

IDIJr: 

8 : 

fOIJr: 

8: 

HMJr: 

8 : 

I!IIJr: 

81 

IDIJr: 

8: 

HMJr: 

B: 

HMJr: 

B: 

I!IIJr: 

- 2 -

Oh, I 1a lOri')'. 

Could I giYe h1a a aeuaae or &nJth1ngf 

Yee- and it he'• not toi~ t o be able t o be 
here to80rrow - I wilh JOU d let ae bow. 

I will. 

Or let., ottioe know. Well ••• • 

Certa1nlJ. 

64 

•• •• Mr. MoOloJ put up a propoeal to ae about­
theJ 1 re th1nlt1ng ot taking over a hundred 
81llion dollare ot airplanee that the lnglieh 
have on - on order in th1e oountr,. 

Yelh. 

At the ... e tiae, there'• a propoeal t o let JOU 
have a ditterent lot ot a hundred and tlttJ 
aillion ot a1rplanee . Under the - theJ aa1d 
that the asre1111ent wae 11gned three weak• ago 
between Portal and Arnold and our air aan in the 
NavJ, I oan1 t reaeaber h1e naae. 

Yeah. 

And - I aaid betore I did anJtb.ing about it, 
I wanted t o hear the ln&l ieh aide ot the etor,r. 

Yeah. 

And that'• What I wanted to aee Sir rrederiok 
about toaorrow aorning at tan-titteen. 

All rip t. I - I ehoul4 th1nk he 14 be l1ltalJ 
to be aYailable at ten-titteen. I•11 tind out 
how he ie, and what ought to be dona. 

But it he oan 1 t ooae - a&Jbe J OU oould ooae. 

Yeah. One ot ua will ooae at ten-tltteen anJbow. 

And J OU alght poet J Ouraelt on 1t. 
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B: 

HMJr: 

B: 

HMJr: 

8: 

RMJr : 

8: 

IIMJr: 

B: 

HMJr: 

8: 

B: 

- ) -

Oh, I'll find out Wbat I oan. 

It'•- it'•- JOU- rou got the etor,. 

Ie• - rou 1 re thinking of taking our a hUndred 
•1llion of the airplane• ott our oontraote and 
letting ue have a different hundred and fift7 
a1ll1ona worth. 

That' • right. 

I ea. 

65 

The queetion 1• how ther're going to be paid f or. 

Iea, r••· 
And the J.r-:r hae one idea, and I thought that 
before I heard - deoided it, I'd better hear 
r our tide or the etor,. 

Ieah. Right rou are. 

ThanJr. JOU, 

ThaDJt JOU, 

I hope Sir Frederiok - ie he eer1ouel7 illt 

Oh, I don't think eo. Be wae feeling r ather 
rotten th1e ~rn1ng, and he went ott. I haven 't 
.. en~ elnoe. 

RICJr: Oh. 

B: 

HMJr: 

B: 

HMJr: 

But he wae onl7 ~uet feeling rather rotten. 
don 't euPPO•• 1 t • anrthlas ver·r eerioue. 

I eee. All right. 

I'll let h1a know anrhow. 

'l'hanlt JOU. 

I 
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MEMORAIDIJX 

To: . Secretary Morgenthau 

Fros: Mr. Paul July 27, 1942 

Vith reference to the Rusl teetisony 

and the particular report which you sent to 

me, I aa attaching it to a copy of the latest 

revision of the •Pay-is-You-Go Plan" as pre­

sented today by Rusl to the Senate Finance 

Committee. Fro• several questions asked ae 

informally by the Ooaaittee , I take it that ............... 'iii' 

/ 
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BEARDSLEY RUML 

~tt:. 

FINANCE COMMIITEE of IN SENATE 

..... 
Pay-A.-You-Go Income Tax Plan 

• 

Jlliy, 1912 
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S1atemeot or Be.udaley Ruml 

Mr. Chairuao, my name ia Beardsley Rurnl. I 
am the Treasurer of B. H. Maey & Co., and also 
Chairman of the Fodera! Reserve Bank of New 
York and Advisor of the National Besouroes 
Planning Board. 

Tho Committee is familiar with the weaknoas 
in tho American scheme of things which is eausod 
by the nniveraal indebtedneas of ineome taxpa:r· 
ero to the federal governmenL It ia my purpose 
to emphaaiu the aerionaneaa of this wet.kneaa, 
to point oat briefty aome of the eoueqnonoea, 
and to make a auggeation a.a to what may be done 
about it at the present time. I should lilte, if I 
may have permission, to submit for ineorpora,. 
tioo in the reeord a printed statement which ana. 
lyzcs tho problem and the suggested solution in 
aomo detail. 

Every inoome taxpayer on the lint of J anuar:v 
of this year was in debt to the federal govern­
ment for his iuoome tax on his income for 1941. 
By the time bo paid the first installment on March 
15, 1942, he was alread:r in debt for the tax on 
hia ineome from the first of January, 1942 to the 
middle of March-ao he ia always in debt for the 
tu on about a :rear'• ineome. 
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This situation is not a now ono. The year be­
foro bo was similarly in debt; and so also in the 
year before that, back to the first year after he 
had a taxable income. Oenorally apuking, lhia 
debt, the income tax on laat year'a income, waa 
paid out of the next year'• inoome, and by aud 
large it dido 't eauae any diftlonlty-ratea were 
low ond most citizens weron 't liable for any in. 
oon>e tax anyway. But the daya of low rates and 
general immunity from iucomo tax have gone, 
and what was once a minor defect baa become a 
eerious and a growing weakuose; and an obstacle 
to urgently required tax measurea. 

In general, the American taxpayer is count­
ing on paying his 1941 tax out of 1942 inoome. 
Some few, to be sure, being aooounting.miuded, 
have seemed their inoome taxea, but these are 
few indeed. For most the deairability of IIAlCfU· 

ing personal income taxes only became evident 
after rnl<ls became so high tbat it was impossible 
to double up-to accrue tbe tax on this year's in· 
come and to pay the tax on laat year's income 
during the same year . 

Nothing is to be gained by arguing that people 
ougM to save this year'a tax out of this year's in· 
come. The fact exiata that they did not do it, and 
now they cannot do it.. We need rather to adopt a 
plan which automatically ahitta taxpayers to a cor· 
rent basis. It would have dono little g~od to argue 

II ) 

with employera or employees that, in order to 
114ve power, everyone ought to go to work at eight 
o'clook in th.e moruing inatead of at nine; the 

114me result in power aaving wu achieved much 
more simply by moving all the oloab forward an 
hour, ao that we actually go to work a t eight 
o'ol.oek, although we nominally atill go at nine. 

And so as a matter of practical fact, most in· 
come taxpayers .are counting on paying thoir 
ycnr 's debt to the federal government out of in· 
come they haven't yot received and which will 
itself be subject to income tax. 

Some day, for each and every taxpayer, that 
connted-on·inoome to pay Jut year 's inoome tax 
will not materialize. Already today, many an in· 
oome taxpayer is in difficulties because of this in· 
oome tax debt.. Wbo aro these taxpayers! Firat 
of all, there are the men in the armed forces and 
those who have gone into government aervieo at 
lower income. Next, thoro ore those who had been 
successfully employed in non-war industries, who 
have seen their incomo shrink because of priori· 
ties and alloealions, and who have not completed 
their adjustment to war oeeupation. There are 
the thousands and thouaanda who every year sot­
fer reduced inoome beeauae of accident, sielrneaa, 
old age. For all of these, their inoome tax debt, 
especially now bccauae of tho high rates, createa 
an intolerable situation. 

(I I 
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And for tho ten& of thouaanda who an~ aclu.lly 
in diatreu, there are millions who are in danpr 
in dnngcr of loss of income through being draw~ 
into militnry or government service, throngb war. 
time industrial displacement, through aocident, 
through sickness, through rotiremenl hecauee 
they can no longer keop up the pace. To be aure, 
the lightning wilt not strike all in 1942; but it ia 
sure to strike some of u&-which, we do not know 

• but we are all in danger. 

This danger will he increasingly felt by the 
people u income ta.x rates go higher and u a 
friend here and an acquaintance there ia eo­
gulfed by his income ta.x debt. For tho welfare 
and morale of the country it is a situation which 
is not good. We should get our income ta.xea on 
o current basis and at once. We should get out 
of debt w the federal government. 

'l'here is a compelling reason for doing some­
thing about it now. Sooner or later we shall oo 
demobilizing our war industries, and war timo in­
comes will cease. There will he a period of read­
justment. Suppose we are still a year behind, 
• year in debt on income ta.x. Can we imagine 
income taxes being paid by the unemployed out 
of their unemployment compemation f 

•' inally, this income ta.x debt makes difficult or 
impouible the full use of the withholding taL 
It ... o did not have this debt, it we were curreotly 

1• 1 

tax debt tree, there would he no problem of pay­
ing two years' taxes in one, and a withholding 
tax could he imposed forthwith. 

I believe I have aaid enough to demonstrate 
that tho tax debt of income taxpayers is a dan­
gorous weakness, that it cauaoa widespread hard­
ship and apprehension, that tho dangor is an in­
creasing one, and that it obstructs desirable tax 
measures. I think all will agree that it would be 
highly desirable to get rid of thia tax debt and 
that it is well worthwhile to attempt to solve this 
major problem even at the rWr: of a few minor 
imperfections. 

The suggestion that I am otreriog ia not being 
preseoted as the only or eveo aa tho best solu­
tion. It is the best that I and thot10 with whom 
I have consulted have beeo able w devise. In 
any case, it may servo to omphaair.e the problem 
and to he a starting point tor olbora who will 
have alternative aud bettor suggestions. 

The Pay-As-You-Oo Income Ta:~ Plan is in­
tended to apply to individual income, not to cor-
porations or to estates. · 

In order to get individuala free of ta.x debt to 
the federal government, and to keep them from 
that time on a current baaie, we must eolve three 
problems. 

l. Row can we get on to a current baaia with­
out paying two years' ta.xea in one yearf 

(6) 

• -
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2. Jl wo are to llle a tax return near the begin. 

ning of a year, how can wo oatimate in advance 

tho amount of the new yoar'e inoomef 

a. What tax rate should be applicable to u,. 
aew year's income t 

Taking up these problema in order , we make 
these auggeationa: 

1. How can we get on to a current basis with­

out paying two years• taxes in ono yearf We 

aro now paying a tax in 1942. It is considered 

a tax on 1941 income. Suppose wo movo the tax. 

clock ahead, suppose we r&-dellne our tax and 

aay that the tax we are paying in 1942 repreaenu. 

a tax on our income for 1942. In 1943 we con­

tinue to pay a tax which become• a tax paid with 

reaped to income which will be reeeived in 1943. 
Although the tax on 1941 income dropa out ol 

existence, the Tl'eMury oontinuos to r O<l<live its 

revenue and the tupayor continues to pay his 

taxeR. The great differonco is that the taxpayer 

is now on a current basis. Ho continuos to pay 

hie taxea every year on income reccived in that 

year. But when he dies or ceaaea to receive in­

come, he does not owe a tax aa he does onder the 

Prt!Olent system. Reduction of tax payment by the 

taxpayer as a result of setting the lex-clock ahead 

oecura only at some future date when and as the 

taxl!<lyor 's income ceases or declines. The reduc­

tion ia therefore spread over tho lifetime of the 

(I] 

present inoome tax paying generation, and ooours 

beneficially for eaob taxpayer at the time when 

his iooome fails. A1 for the Treasury, the Treaa­

ury baa never oonaidered taxes receivable u an 

auot, and acoordingly they can be written off the 

balance aheet of the sovernment without the 
change of a aingle penny. 

As to the second problem-if we are to pay 

in any given year a tax bued on the income of 

that year, how are we to know the amount of tho 

u1comel We mako this suggestion. In Maroh , •• 

of each year tho taxpayer should declare a tenta-

tive tex for that yeo.r-but because he doea not 

yet know the exact amount of inoome for the cur-

rent year, the tentative tax ahould be meuured 

by the income of the preceding year; that ia, a 

return filed on March 15, 1942 would be a return 

of tentative tex for 1942, baaed on 1941 income, 

rather tban a tax for 1941. In the subsequent 

year 's return, end-of-tile-year adjustments would 

be made to correct tho tontetive tex to the actual 

tax liability. I will try to explain a little later 

tho way in which theee acljualmente could be made. 

The problem of bow the taxpayer will know 

what tax rate is applicable can be solved by a 

technical change. Under the present system when 

the Congress obange• the rates of tex this year, 

the new rates will be made applicable to 1942 in­

come-but tho tax on 1942 income will not bo 

111 

Regraded Unclassified



-

J»id until 1943. We suggeet that UDder the Pa1• 
AJ!.You·Go plan the new ratee, for tup&yere aub­
ject to tho plan, be mado lirst applicable to income 
received in 1943. In so far as the government it 
concerned, this ehange will make no di1ferenoe ill 
tax colleetioDI in 1943; under the preeent 111~111, 
aa well aa under the propoaal, tbe new ratea ftrat 
aft'oot J»Yt~U~<II of inoome tax made in 1943. 

Tho way in which the plan would work out in 
practice is porhape made clearor by a simple ez. 
ample. Suppoae a taxpayer r-ived $5,000 taz. 
able income i.n 1941. His return filed on March 
lb, 1942 ahowed a tax meaaurod by tbe 1941 in. 
come. Uudor tho plan this tax instead of being 
his 1941 tnx would be his tontotive tax on 1942 in· 
come. Thit tentative tax ia p<Jid in 1942. U at 
the end of 1942 he tlnda tbat bit taxable incomt 
in that year was aetually $5,000, the same amount 
as in 1941, bia full tax bas been paid and be owe• 
tho government nothing. If at the end of 1942 be 
finds instead that hie 1942 income was actually 
$5~, be owe• the government a tax on the addi· 
tiona! $000, but this ia certainly better than bit 
owing the government, aa under tbe pre&ellt ayt· 
tom, a tax on the full $5,500. This deficiency tax 
on tho additional $500 wou_ld bo payable in March 
of 1943 al the time hie tentative tax for 1948 it 
returned. lf at the end of 1942 he tlnda that bia 
19-12 ioaome wa. aetually $4,500, tbe government 

(8) 

owea him a refund or a credit of the tax on tbe 
$500 differential. Tbe tax on that amount oonld 
bo credited against the taxpayer's tentative tu 
liability for 1943. Continuing into 1943-the tax. 
payer would file a return in March 1948 ahowiug 
tentative tax for 1943 baaed on hla ...:III<Jl 1.942 
income. He wonld pay in 1943 thia tentative tu 
plus any deficiency tbat waa owod for 1942 or 
minus any credit for an overpayment of his 1942 
tax. In tho same way, in each auoeeeding year 
the taxpayer wonld pay a tentative tax for tho 
turrent year plua or minus any dift'erential be­
tween the tentative tax and the utual tax liabiJ. 
ity for the preceding year. 

For taxpayers with stable ineomo tho plan 
means that they owo no taxes to the govern­
ment at the end of the year. For tupayera with 
iocreaaing or decreasing income, there ia ordi­
narily an adjustment to be made at the end of 
the year. Howovor, there are some eases where 
it would seem to be unnecessary for tho taxpayer 
whose income baa tlecr t<Ued to pay bia tentative 
tax at the high level of the preceding year and 
then claim a credit for the overpayment. Taite, 
for example, the men who have gone into the 
armed services. Suppose a particular individual, 
who received $7,500 i.n 1941, and who is now hold. 
ing a commission in t.be army and reeeiviog$2,000. 
Under the plan u alated be wonld pay tentative 
tu for 1942 on tbe haaio of tbe $7,500; bot ainoe 
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his actuAl inoome in 1942 i1 only $2,000, he would 
be entitled to a credit on tho overpayment. We 
suggest tiJat in cases such ae this, whore income 
has decreased and will clearly remain AI the 
lower level, the tupayu should, upon proper etr­
tiJication, be reqnired to pay lax ooly on the lower 
income of the enrrent year. In such caeee provi­
sion could now be made for waiving colleetlon of 
future inetallment& payable in 1942 to tho oxwnt 
they exeeoded the amended 19i2 lax, or tor cred­
iting the laxpayer with amounts already paid U. 
exoeu of that figure. We have called tbie the 
relief provision, and have suggested that it bo 
made applicable only to income from personal 
services. ln these cases tho lower current income 
could be certified and lax paid only on tlut 
amount. This would give immediate relief to 
the tupayer whoae inoome has decrcaeod, and 
eliminate the necessity for unneeessary payment 
and crediting. The relief provision could prob­
ably not bo extended beyond income from personal 
servicea as the administrative difiieulties might 
outweigh the advantages. 

Wben inoome has increaeod in the current year 
over tho lovol of the proooding year, we suggest 
that the taxpayer abonld be given the right to, and 
be encouraged to, make a voluntary declaration of 
the increaae and pay tentative tax at the higher 
eurrent level. At the present time it is impoo-

[10 I 

aible for a laxpayer to pay hi.s lax on a high in­
come in the year it is reeeived, and tho higher in­
come is never reflected in tax reeeipts until the 
following year. Certain tupayen with lloctu­
ating income might be glad of the opportunity to 
JI&Y their laxee on the high income currenUy and 
certainly the option to do so oould never operate 
to the di.sadvantago of the revenues. 

r do not want to take the Committee's time to 
go into any detailed consideration of the g<lneral 
ofTeeta of the plan on laxpayero and on the gov­
ernment-these are outlined in the printed state­
mont of the plan. Tho advantage.e of the plan to 
tnxpayers are self-evident. AU taxpayors would 
bo largely freed of tax debt immediately since 
the larger part of their lax liabilities would be 
paid in the yean in which the income waa received. 
When a laxpayer died, or ceaaed to reeeive in­
come, or came to a period when Wa income had 
morkedly decreased,_ there would not be tho addi­
tional burden of a tax debt based on the full earn­
ings of a previoua year. 

We do not believe that the adoption of the plan 
would prejudioo the revenues. Every taxpayer 
will continue to pay income tax ovory year-the 
only difference is that under the plan he would 
bo paying a tax on this year's income rather than 
on last year's income. The skipping of a year'& 
lax actually oocun only when the laxpayer diee 
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or Ito oeases to roooive income. Thia r03nltin« 
loss of revenue is spread ovor the yean as the 
current generation of tupayera cease to be tu. 
payers. This loss of revenue, apread perbo(lt 
over a period of fifty years, would be )lartiaUy 
effoet by e<!rtain iuereaaea in tu coUectiouo under 
tbe plan; and iu any eaae could be made up by 
slightly higher ratea over this long period of tune. 

Balancing any posaiblo net loss in revenue to 
tho government are certain important advan. 
tagcs. It is as essential for tho government to 
collect taxes enrrently aa it is for the lupayer 
to pay them enrrently. Tbe problem of deliu. 
quenei03 iu tax collections, although it has not 
been oeriou.s in past yean of higher exemptiou 
and lower rates, is certain to become serious in 
tho future it taxes are not paid on a current 
basis. Tbe entire problem of tu collection in 
general beecmes more diffieult as we widen tho 
inecme tax base. The oollcction problem bas 
brought to lhe forefront tho desire for some type 
of withholding tax. Yet a withholding tax im­
pli03 enrrent tax eclleetion-it does not lit well 
into onr present tu ayatem. In one sense, as a 
withholding tax becomes more desirable, onr 
rreaent tax oollecting system becomes more cum­
bersome. 

The Pay-As-You-Oo plan, although it is pri­
marily designed as a method of getting taxpny-

llJ l 

era out of tax debt and on to a ourrent lupaying 
basis, does, however, alao aolve the great dif­
ficulty encoatered under the preaent ayatem in 
the imposition of a withholding tax. Under the 
preoent system it is extremely dil&cnlt to insti­
tute a withholding tu without aome amount of 
double tuation during tho traneition period. 
Tbe difficulty lies io the fact that under the 
present system taxpayera will be paying in 19t3 
a full year's tax on 19• 2 income. If withhold­
ing ia instituted in 1943 againat 1943 iuecmo (and 
therefore credited against 1943 tax whieb is not 
payable until 1944), the tupayer wiU have to 
pay in 1943 not only the full year'a tu on 1942 
income, but alao the amounte withheld out of 1943 
iooome. Even under the provision in the Bill 
as it was passed by tbe House under whieb the 
withholding rate in 1943 would be 5 per cent iu­
atead ot 10 per cent, thoro would still be a 5 per 
cent additional tax duri.ng both of tho transition 
years 1943 and 1944. With tbe rate schedule 
of the House Bill thia will mean that the taJ<. 
payer will be paying in 1943 a rate ot 24 per eeot 
on the lowl!llt bracket of tuable income. 

Under tbe Pay-A&-You.(lo plan the tax paid 
in 1943 would be a enrrent tu on 1943 income; 
therefore, amounts withhold against 1943 income 
could be directly credited againat the installmenta 
of tentative tax on 1948 income. Further, since 

Ill] 
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lbe amounts withheld in 1943 could oo directly 
credited againat the inatallment. of tent.tive tu, 
the withholding rate could oo set at lhe rate 
equivalent to the su.m of the normal lax rato plus 
the lowest braclcet surtu rat&---19 per cent, 
under lhe ratea of the Bill aa it was paaaed by 
lbe House. Under the Treasury's proposal it 
would be impossible to eot the withholding rate 
ao high since withholding euperimpoaed on the 
present syelem neoossarily involves to a colllid. 
erable extent an additional lax burden during the 
transition period. 

In our discussions during recent months, we 
have sinoorely looked for objections and eriti· 
ciems, and the plan as it now stands bas profited 
gl'\lntly from these conversations. Ono criticism 
that the plan does not meet should be mentioned 
and .,.,..ered. 

1t has been pointed out that under tbe Pay· 
As-You-Go plan there will be a certain number 
ot individuate who will benefit unduly because 
or the fact that for them 1941 happened to be • 
year of nnusually large income, larger than thel 
of the years that preceded or that followed. Con· 
sequcntly, in Mleeting 1941 as the year to be 
omitted, they receive unintended benefit& 

We concede tho fact. In answer, we point out 
that no tax program will cut with tbe precision 
ot a surgical !mite. Furthermore, these few iu-

1 " I 

-----------~ 

dividuala could not have built up their 1941 in­
cornea with previaion that thia plan would be 
auggru~ted or adopted and therefore no deliber­
ate manipulation of income tor this purpose is 
involved. In so tar as there is inequity in the 
plan on this account, it residea in being too ben&-
8cial to oome tow taxpayers; but sinoo tbe plan 
is bonc8eial to all and harmful to none, inequity 
of thia kind, though regrettable, is an importee­
lion of a minor order as compared with the great 
guod that will be achieved. 

We believe that the problem of tax debt must 
bs oolved in somo manner. As I have pointed 
out, the problem is an inlenl<!ly personal one af­
fecting every taxpayer. The suggested solution 
offered in the Pay-As-You-Go plan givee relief 
to tho taxpayer and yet doea not emharraos the 
Nvenuea. Wbether the solution of the problem 
of income tax debt takes the form suggested in 
tho Pay-As-You·Oo plan or aome other form is 
not important; what is important is that the prob­
lem should be solved. 

11•1 
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JUL 27 1942 

_,,..,. lS S I IWWa 

Ja auu 'nw wltla .,._ Rp t ot NJ, 11, I 

tab plw us la l "• ,.. ) 1 ltb a bah ot a 

t.tte. f• .,._ e1p&tun te ... B. w. Ia sill, 

Pre•14eat et tile U.Plea .. ....,.. 1si?OCilaU-. ..,.. 

gn.tulatlac tbat 11eoo1atl• • tbs .... ,. ot lta 

linr Ntath Ill' _Ll, ..... u-. 

(liped) H. Motp~~t~~u, Jr. 

Photos tatic file to ~C 
Orig. File t o Thompson 
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11111 aaorUloe with &llh tM7 .. t tbl U119' oal.aDil u4 
an &Dd 1n tha m. .. l..1b tbl7 OlD haft 110 other tbanpt 
than t o w1n tha .... 111 oou14eratlou of prhate lat:erut 
or per aonal oOIIIfort -t glft 'f!!q to a atncl 1 nhael a.w.\1011 
to that aha. .U &+ •'ti le.Un, bubn haft a 11Dlt~~~ 
opport11111t{ to pl'inote that malt, U4 t.. lll't 'tlbloh 1j M 
1110 .. 1&1'1 0 lUG ..... 

Involftd 1n thla OODflJ.ot aN TllaM too if!;lCIIII te 
be uprea..a 1n eooa-'o or t1MM1al ten.. tul"'• 
all thDH lntanclblu 'tlbloh ,.U. tM - .-..1. a ill 
for tre.aas ~ tM _.14. Yalth Ia bad-. tl; 
hGDoP IIIII 1nteiJ"lt7 of tM -. 1a wbat IU~-
u alatlcm. 1111\K 1n th1a talth • aN lmlMlble. 

Wlth but wlehe8, aDil apln OOD&fttulatlaaa, 

SlzaoeNq TCJIU'W, 

PH0/11!! 

-
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11117 11, ltU. 

Dear ..... Ill ••• 

._ • .......,. ~~cr.-a= .._ ..-.. • w ~,.. 
t or ,., 1-"-r at 11117 :ultll ... ter ~ 1 1" ' 
.ala,_ ..... paU ~ 1a uk1al ~ M ,, -a 
II pM~..a..at~-'W7~~ 

..Uu. • t ... -·"- ....w .. •. 
n .ul M a fl.._.. tar ~ ._,....,. w 

.,. - ~M •- at tile .&ll ~ue.p ~ "Cc1w1iw 
1a Prift"o I ....... 11 JM will let • .... ~ 
Affl '-de 1~ at. tloe IMP ,_ w1alo ... alee 
tile lated .. te w .ttla ,_ - neal" u tar ,..u. 
eatlw ia , ... ••=•- ...... 

.... ....... ... neel'fM _. ,_~nita 
.._ ... ~hid,_, .ul M YWJ 11M te ... 
~ letter .ttla ,_ n.-.tM. tee will ...-.. 
~ 1a Jlwi'J at u.e - ,... •• Uw 1a ~ .. ,. ..... ._. 

M Jfal7t 

,._. .... ..._,Jr., 
&alinut " ~ a.retu'l· 

Mr. II. • " te, ~~ ...... _ ...... a-taUM, 
·-- CltJ1 Olr;l•! • 
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,,......,. S,._ f · M e r • 

~ ~ a..n.a. - r---.•~ ' 
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THE AMERICAN I!IANKERa A aaOCIATION 

or,.-tC£: OF THE PAR81DENT 

THE SECURITY B ANK 
0,. PONCA C tT'Y 

PONCA C t TY, OKL.AHOMA 

Tho Honorable Henry Uor,entheu Jr . 
The Soorotar,y of tho Treasury 
Waah1nj;ton, D. C. 

~ dea.r J..!r . Socret&ryt 

July 10, 1942 

We have often had roa1on to tool appreciative 
of your understanding attitude toward banks and tho job 
they o.re trying to do for tho winninr; of tho war , 

If' it were possibl& to hold our convention 
thio year in the usual way, I should regard it ao o. high 
honor to have you come and apeak to uo on the financing 
problema of the Troaoury. Booauaa of tho transportation 
aituation and tho need for oonservin~ raoilitieo in 
ovory way, we are aubetitutin~t thia yet.r a •convention 
1n print• through our ma~zine BAllliiNG. 

It gi vea J!lO ~roat pleaau.re , therefore, to in­
rite you to ad.dre1a a letter or •••••f;e ot acae k:1nd. to 
the banker a of tho country, oallil\fl attention to tho 
wo.ya in wbioh they oa.o help the national effort. A word 
oleo about the ehe of the job atUl to b6 done might b6 
appropriate . The be.nlcoro of the country will appreoiato 
he&rin~ fron you, and I ohall be deeply grateful . 
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TH~ AM~"IC::AN BANK~ ... AaaOC::IATION 
O,.,.ICC 0,. THE PIIIIIE8101!HT 

" W KO CNC.CC _, ...... , 

THE 8&CUtlltiTY 8ANK 
0,. ~ONCA CITY 

PoNCA CITY, OKLAHOMA 

u.. Franklin D. Roooo•elt 
The President 
Weahinr.ton, D. C. 

~~ doar ~r. Prooidonto 

J uly 10 , 1942 

We are holdi"f; our AJUNal oonnntion in o.n unuouo.l 
n y t.hi a year. It to the tirat tiM oince tile orr,o.nloatlon -• 
toWided oiltty-oo.,.n yoo.ro a 110 that ..,. haft •toood moetin~; to­
rother. For onoral 110ntluo - ian bMn in oontoronoo with l.!r. 
Joseph B. &"o-n ot tho Office or Def onoo Trano portfttion . !n 
l ine rl th hie au~•eatione, the AMerican B&onlcera Aaeociation c•n­
oolled ito AJUNo.l meetinr. , which -• to be hold in Detroi t, and 
we propooo to do the uxt beet :thin~; u.nclor tile ciro\l!lltanoeo • 

• Our ""'ntllly mo.r,o.tino BAI!lll liG ~ooo to all lllftlboro of 
tho Aoooc1at1on, and - want to preoont 1n t ho S.J>t-ber 1oaue 
ot th1 o publica~1on .... kind ot oubotituto tor tho 41ocuooicno 
that uo-.l}T tea plaoo at our conwntlclllo h eoin Dl'7 

.....,.ot}T ~ 1M1114~ .... a r;e tr<a our C.-nclor 1n Chiet, I 
haw tbl lmDDr. oa ll of our ... bir 6bd. 'to 1Dnn you to 
bo preoont ... thio wan1M 0oonte.-.- in ,..tnt.• 

x-1nc tbat you ian aan;y ~· to do, 1 wueot a 
Mooap or l etter to tho bt.Dico ot tba ooUJltry, perhapo oallin& 
attention to the neoeodty ot o.,.ry 1ndh1dual and owry orsani­
aatlon """1QS war neodo tlr ot and r;1~ a oo00114ary plaoo to 
norythins oloo, inolll41ns tba time-honored 1.not1tution ot oon­
n nt1on1f>&. 

I tool that I oan· ueun ,...., Mr. ,._lidont, that \ 
'1fNr wordl will be roa4 wltb aJ'P'W01at1oD by tbl bultlon ot tbl 
oclllltry 1lbD are c1~ tbolr tuu .. t ottort to the •-ootlal 
Jli'O"'I.IItion ot tbo war, 

.•. ~ .. 
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10' deal' 10', I'N'-Aer 0..-.1/ 
In .. .s.r ,. a.-· , .. ....,. ~"""-· 1\ 1Ao _.,. 

\ 0 ...,.,.. - et ....... 1Ao ... ..u .. u 1Ao 
cl~.ule \o ......_ dl....U, tr. Uoo peeple et \M IIDl\ed S\a'­
eo tar .. ,...~ •• raUMr \llluo ,,_ Uo• lt•nlr1nc lM\1\uU- et 
tM _,.,.. *lela ............ ~ ,...u ... 

.U I ,._1\ Of \M ~~-~ efforY 1\ OM f.....S OIIIIIU7 
to OGIIPl- \lie Panal a-n .. uol r..-l lioN"'• IMluo M _, __ 

11 .. t• * Ml• ., ..,. a.n.a ...,.. et Iori.• a. .....,, as,ooo 
prin\e ••- llaft qi&&lUled • elt1dal 1e•tllll ec•'-• 1Ml.._ 
1'11 M117 •-""'1 Ol'pll.\M\1_, ett_,_.. JWo>• wlliela paral\ \be1r 

-..11111'- •lft-UallT \o ta,. laYioole lloollle \b ...... cloMa.U­
tr. PAT• !MM ..-wON •Joe\ \e \M dlN0\1• of \lie troo.17, 
..,_. \M P.-...1 ... woo 111a11a oa fl.aeol a,_w ot \lao Uo1W 

S'-'-• tor \1M 1a•llln of \lie ......, 

'" \llo .. \10\ ot •• Jll'llllftA ... ~ N011Mil ... , ..... 

.. - ..u ... ""' \o -l.d-"lo ..,..... ill ••Unc .. lewlai 

....,u •• 1\ 1tu ..._ .,.ul1ect ltr \bar ,.. .... uo1 pe\rl.Uo 
,.,,_.ill rh ftl• \Moo ._w, 11r111r et Ulo .,..W .,._Lid 
ON ; • .,. Nl&U~ lAPp - ot Uoelr - Iucio oK .-l.T \o 

_,_ \lao *"'• ot M le-1•1 ""'' Ia&\ tor ~ \lie 
Jlftii'OAo I a •• \lioN 1tu ol..,. ..._"' a 1 waa\ of d1ae 
Wll\eo\ -.. U~o .,_.., xswu- ..,.. ..... .,.q, "-•• ot 
\la&r lae1'1C .....,u.c1 \o - ,...., Md ...pa\ftU• -'- tor 
111511 ... ~ U IILtoUUW .... \WI' bLed oo\l'fiUQ, Cla­

..U,, \Mip ....- 1 rrtmrt • \lilt' &llalA Ito roqlllnd \o,., 

• Gowa rtr ' •'elt"*-' r.r _,,,..,. e~~.-.. tor U. o.r.,.._ 
MO&. ftl1a ao a peftia.l.oaT ~- 111\\or t• \M !ft&OVJo 

A-rcllllllT, .... tao .,.., ...U M'fiece plM _. o~, ro­
qoa\J'lftl .,._\4 1.Loraee1 •"I•• .t llooodo, \la1a D 5 " I II W!WYLI 

1\ ...u .. lAtec• ....,. .. , \lie acaw \o u- w ..._. * -" 
..,ct .,.... w roiMoarw '-'• acaw tor,_...,. Lid rec.1a\17 ,_ 

lJIYOl.Yed -- :-r-1 d.UY_, lo 1aq)..a\1MJ., Sll•ssrp•\1¥• \laO 
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atonta ..... 11•• .... ....,.._, f«' ,..\acO aaA ,_ CID Nt.li'M of 
a~uba and bc1Dda \o 7-..l. ....... Iaake - Old. ... ll\a •de 1D OOC»rcl­
&nOO •HII 'fOUl' i.Da\1\lcU-. Dt- Nahen•olll 1- llaYo "­
• udal obarpe ap181t. U.. "--T •n o;at.aU•. 

TIMoN ball - -· eri\1&1a, \Go, of \M -· of \bo ftC1o\4nd 
uJ.h in U.. d.U••I'7 ot U.. Moode, boUl rr- Ulo ac•'- "-"• of 
tile oork inYOl'HCI ud r .... Ulo ,..Uo ..._ .. of Ulo •-· Dto ,..w 
char&• for u.. 4.U•017 or a ~S -.a, .ale 1D tllo .tt. tor \.blo .,..\or 
pori. of Ulo IIIL111n&•. 1o a --.. • ...Ue •rae 1D llor4 \o aplaln l.o a 
poroon rooo1Y1DI ld.o boft4 rr- tllo aoor-t.. !tao - o1\uo\1Dn 1o 
~ruo r•r41nc -lllnl• br FedVol .... ..,. ...... *'9 nq-'0 lion 
boon rooo1ud tor obpllt1oo\1on AliA oaYial br - ot o...U•17 ..U. 
1 ohOill<l cUoUko l.o ettoot. Ulo tho.np ud llelino U..t. a•.-1 •t.io­
facti oo ci&h\o Ito oi>\Oi...a boUa r .... t.IM '""-1'7 a r.,..,.-i&Uaa ud 
iullini aam\ &114 pul>llo YlftP01D\a 1t U.. ti'OIIIW!& pddl ... ud treo 
N&1a~ra\1on ..,.. JIU'IIl\"-' tor U.. •<Uac ot loaedl . ot -· a 
1\at-n~ or \bo ....... -u Ito,. I o4 7fJial ~tor arocllt. 
purpo•••· 1\ 1o ltollwo4 Ulot, a ...-1 •Yia& 111U .. .,... \o .,_.._ llr 
oli.SM•Soa \Ito tiiM\1Do fll ott1JdA& •-••1'7 poo\o&o or -.ua -.11. 
Th1o Dopan...t., ot -no, ~ 1M &lo4 \o -s.aor a.., a ..,uno4 
plaa tor M1l.1n& on4 4&11•017 or •Yllll• ltaM8 ottorcll ~~& t.bo ~­
of oot.abl1all1JI& delinq ol Ulo lloallo \II \bo poe\ol oo"ico 0114 NO.Spt. 
b7 Ulo odar.ne. 

Ao14o troa \1111 liar So•1D&• JII'O&ftA• Ina\ oo a port. of \bo r.... ... ..,. • 
effort. 1.o !tor.- ...,. f.._ -1Dtla\lMOq ..._ on4 a\ Ulo -
Uo;o t.o \alto &4-.\ace or Mil eMNiat.o U. .-...-.lr otr- ..m­
ot t.ho .......alal bee ..... iM\1\4&1-- tllo w-t. ~ooa~~ ... of .... 
oo""'"• I ••• •t.MJteo4 Uo\orr,.... c-it.t.eeo......, u.o rr.iciet.o 
ot \he Fo4enl ..._. ~Mile. no we n<uU.. ud 1\o ,....,... •• ,. 
br1ot J.T oo\ to~ 1D ., ot.o'-t. o1 liar 14, a _, ot eiolo I • • ai­
lJI&. 

Tho,. 11 Mt.alalieo4 1D eoe 7o4~ lioeo"o D1ot.J'1ot., - llr 
tho Proo1don\ of \Ito P--.1 aoo-o lloek, o f1o\o1'7 r.l Ca<.Al\\M. 

Under \h1o c-U.\ao, ot.Mr ewool\- &1'0 1to1oa loi"M4 t.o -or Mab 
Podor&l. a..-• Diot.r iw. t1oo oornoo rw \Ito _, port. 1o •olu\017 
buL a po14 Ol'$0111H\lCID 1e .... 41ot.J'1o\ 11M Moe Oll\IIAr'isod l.o pwfol'S 
uoon\lol orpelaa\laa ...-. ......., U. r-...1. lloo-"• lloeko, 1n ..U.-
Uoo ~o \Ito roo\rl _.,.. po1ol pw1 1 • •t.-el-t'OOkot. ...,_. .. , iaclllllU& 

80 

otQ.cJ.al -\ac& reqa1J'Od tOll' d1opa\ab11& ..-uo1y •t.\or Mil tor 
raderin& NFD ..... and c•an'l' tor ..rt·b1S-k' . • 4 ~ --.. ..... , 
are aut.hori..a ae4 .........,.M4 "r u.. treoouJ. Au •1111D& lor ,..\ac• 
1a ~roul>le•- aDd •-t.t.o, &Jill apia 1\ 1o d1tt111llt. \0 qplaln \o 
~t.. Y1ot.o.,. 7111111 C:O...S.t.t.Mo t.lloot., al~ tiii!F -\1\ot\o ott1o1ol 
•&onc1oo or \Ito treuvy, \IIIIF 8.¥ oot. ........too lobe t..-n~W~c pridl ... 
in t.bo - o\ ot t.beir ~ ettor\a tor \be treoolll')' tor \ho 
oolo or eo.. • ._.., ooour1Uoo, Ia \bio -n!on, .l oe onol. .. ioa a oopr 
ot a l o\t.ar r,_ 11r. L. a. a....ao, r1rot. noo PJ'Oei<lont. of t.bo 7o4enl 
......... lloak ot ..., toft ..eue, 1o __,.., PJ'OO•'- t.bo o1\u&Uon. 1 
-.io.b~ od4 Ulo~ o\ltor Fo.lora.l. lloown lloeko ••• eodo po...-1 reprooon\o:­
Uona Lo tho ...,. ottoo\, 

( 
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U Ul.\1 poiA~ 1 'lll.ell \o I , ... he \II&~ \II& Ol'l .... b&tJ.IIO ot 

Vlct.ol')' hnd c-1\'-- \o P -W U.. 4u- a&le \o W..WN ot 

.Jove,.. .. ~ obU&au- wUl ,_ ~ \be War - Phtlr• tM 

or $&Yii1!IO pi'O&I'U &nd \be fiCI\ol)' P1llld ,....,.. &N ..-pl-'-&1)' 

" "" w on u • oDole, 1a -···- \1M - - u clid u.. 
Wbonr ~..oaa c-1~- nre•-••Uall dwUI u.. w\ 11ar. n s.. ot 

~hi Ut&O<I~ ~~ \o \1M w&ltUw ot \1M ......, \11&\ pr-'1~ 

ottoru ot \be V1o\o117 P1llld CaMS.\'-- lie tuW\o\ed in .,.., poaalbla 

_,. In o,.ob CONo...Ucc,. I II $4 70'1 wUl. tin4 1\ poe&ibla \o &ftllt. 

~bo tranld.a& pr1Y1le&e \o Oi. F--.1 llillll"fl l&aU &nd \o U.. fia...,. 
fw.d c-1~'-- tor \be d1oa '•tJ.110 ol otl1111&l pollllai\7 -~WI' 

M<l ,onorel..l.,r l or \be ·-~ ot \beir otlona \o ~· tba 1111 

ot Got'•,..~ ....nu-. -

1'11• t oroc Ia& at'- &n ,.....\ad lor 70'11' -'.~u ... ...a 
1 hop• ,.,. will tind u poullll• w ...u. Ula~ c1ur1111 u.. ••rc•cv 
~ ... priYilo& .. »¥ lie ~ld 1a ••b --'loft. Aft 1&1'l7 NPlT 
.. llld be lppNCia\ed. 

~,D. C. 

•..!I a a 7 /l:J/ l,iJ. 

Copy tor Sec rotary' a 111•• 
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.i'ress Service 
No. 31-59 

secretary Morgent hau today announced plana t or the or ganiza-

tion throughout the country ot Victory Fund Committees to be aet 

up in each Federal Reaerve district and to be made up ot banker• 

and members or the seouritiee industr y t o aid the Tr easury ' • 

financing pr ogram. This organization will work chiefly with the ,• 

larger i nveatora and will in no way duplicat e the work ot the War 

Suing• Starr. 

Because t he nation 1s war needs have increased tremendoualy 
t he money-raising responsibilities or the Treaaury, the Secretary 
of the Treasury has accepted the otter ot t he banking and seouritiea 
industry to co-ordinate their ettorts i n helping to distribute 
Government securities. 

The organization announced today, in which committees headed 
by presidents or the Federal Reserve Banka will be set up i n each 
Federal Reserve district, developed through assistance given the 
TreAsury by t he banking and securities industries. 

The collaboration ot these organizations will be formalized 
with the establi shment or the new Victory Fund Co~tteea, tied 
together nationally by a committee ot Federal Reserve bank pre• i­
dents, ot which t he Secretary or the Treasur y will be chai rman. 
The Chairman or the Board or Governors ct the Federal Reserve 
System will provi de the l i aison bet ween the Reserve banks and the 
Tr easury. 

In some districts executive committees may be aet up tor 
operat i ng purposes, and distri ct committees, with approval or the 
Secretary or the Treaaury , may aet up regional eubcomm1tteea. 

-ooo-

(I 
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ot .. torll 

Under Seoret&t)' ot \be or .... ,.., 
Treoourt ~11&111\ 
f~ohington , a. c. 

83 

,_ s, 1942. 

h hoi .... ,.._,u, b.- cl'l'illl puU.eo&lar t.IICIII&bt. t.o U.o •t.hr ot 
con~rollin& cpe- ~- td.ll arioo 1Dalclet. t.o t.bo _,.u..,. ot t.bo f1o­
t.o'7 t'unl1 Coaait.t.oo. OM poiat. t.o wld.GII •• bon b.- siYiA& tllolacbt. 1a t.b1a 
connoc~on 1o tho dooiNIIUlt.7 ot uq t....UCS -·~ 1'or alliJI& purpowu. 
• • 7ou know, OCIItAit.t.- ot Uta k1a4 ..,.. J.ikelT t.o do a "fW'J larso .._t. ot 
.-..U1n& and • &ood d-.1 ot \A1o -'< a;f bo cl..t.ral1M4 wiib lMal .......,t.t.ooo. 
Thio 1o;poeao canoid-blo cl11't101llt.7 ill \be -Uol. ot t.bo 11M ot poet.ap. .. 
bolion thia burd ... would bo .....ctclo..U}T I"'ddaoocl 1t •J'I'UIC-t.o ~ bo _... 
oo ~bat thHo ~t.t.o• ooul4 uo t.bo traakocl ponal \,J ..w.J._. tor t.bio .,...._ 
pole . 

lou will cloub\looo .....U. clllrl.n& t.bo l'irot. Worl d liar t.bo Ul>ar\,J 
Loon Co<ait.t.- ancl t.ho r~ ieoar"ff Ba,.. u ..U ..,.. porait.t.ocl t.o uo 
~ho Tr .. ourJ ~t. tNIIk tor all allillc OGN>OOt.ocl lll.t.b t.bo taoal •&CIQ' 
110rk, "Dee tllio continued \o t.bo - ot l~ -· ueo ot t.b• 1'roniWI& pr1"f1lop 
waa d.1 aoont.inuocl. 

11o ..,.. oot. tu< Uu wit.b t.bo r -- Ciob ..., bo"ff loll t.o t.b1o 41 .. 
con~nuanco, but. oiooo t.bo7 wore DOt. 41-in- •t.il 1orw art.or t.bo e4 ot 
tllo •r, U ooouro t.o • t.ba\ t.bo ~t.1- Ciob,... .at.-., apiA Jo&a\117 
tho uoo ot U.io traak 1a -..u.on wit.h \be •r ottort.. 'nMn -., bo ra­
wh¥ 1t. 1101llcl oot. - a<tnMblo \o at...S t.b1o prl.'filo&o t.o t.bo Foel-l ll.ooOI"'ff 
8onl<a tor 1&10 a all tlo-.1 ec-7 wol'lc, ... 11 1t oo wo would DOt. be aol1aocl \o 
prooo a TO({Ilaot. tor t.bot. prl"fib&•• W. d o t.blDk, hoote'rar, taa\ t...,.. aro IIIOb 
graotor ... ._ arpi.Q& tor t.bo trwUdJI& J>Ji."fil"''• tol' .... a -.ot.ioo wit.b 
t.ho scoral II"'>Uoit.¥ ottort., ad"fort.ain111 .too. ao it. will be OU'l"iocl on bJ t.bo 
V1cLo'7 "-! c-tt.t.ooo. .Uoo t.bo proobl• ot ooa~ t.bo uoo ot -\al• 
br t.hooo ooucl\t.oao lo ... voat.o.r , .... it. io 1n -ou.oo wU.b t.bo -rol 
ot P<>St.a&• aot.uo.U, •oct bJ t.bo S...l"n -.. 

~ •• uk \bat. .,.. &i"ff -14era\1oa "' t.bo srant.in& ot t.bo tr-a••• 
prlvUoce !or uae a1U..r 1n aU at....,. booio& t.o do lll.t.b tlooal a.-, op_t.1_, 
or • t. l•at. tor t.be "" ot t.be Y1crt.o1'7 Pllil4 c-1\t.oo ill U.o aclYel't.iolo£: ao4 -
c.ot.· coal J)t'olf'U. 

( Slgae<l ) L. K. Rouada 
1"1n\ Yloa ProoiAc\ 

• 
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8 4. 
TREASURY DEPARTMENT 

INTER OFFIC E COMMUNICATION 

D ATe JUL 27 1942 

SubJect: 

SecretarJ' ~enthau 
I , 

Hr . Ha 

whe e deducti ons heve reached 10 percent or 
pe roll. 

In accordance with your r equest t o 1~. Graves, 
the State AdministrEtors or the W~r Savings Starr 
er~ r~porting t o us eech week the names or organ1-
r.at1ona which have r eached t he goal or 10 percent 
of payroll deducted under the payroll savi ngs plan. 

These reports cover plants, units , branches, or 
subdivisions or companies as each or these reaches 
the goal or 10 percent or payroll deducted tor the 
purchase or war savings bonds . 

As of July 25, 1942 , 7, 343 companies , firma , 
plants, branches , units or subdivisions were report ­
ed t o have reached the goal or 10 percent or pay­
roll . These organi~t1ona employed 48~,000 persona 
accordi ng to the reports or appr oxima t ely 2,2 per­
cent or the 22 mill ion persons employed in companies 
that have i nstall ed the payroll savings plan. De­
t ails on the amount deducted i n the organi~tiona 
wi t h more than 1,000 employees which wer e i ncluded 
in the reports are shown in the table attached. 

Attachment 
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Pirao with 1, 000 or 11o ... lllq)10JOO o Reported to bo deduot1JI& 10 l'oreent or llo,.. 
ot A&P•&•to l'&JI'Oll UDder l'&JI'Oll Sa•l!l&• l'lona 

(~• Reported b7 tbo War SaY1JI&o Statt1o State Adalnlotratoro J~7 22, 19421 

Huo ot tl,.. and otato 

General £1eotr1o Co ., w. Y••• •••••••• • • • •••••••••••••• 
Oregon Sb1gbu1ld1ng Oo , , Or••• • •• • • • •• •• •• ••• •• • ••••• • 
Wtet1ngh0Uit Sleo , and Mtg, Co,, fa• ••• • ••••••••• •• • • • 
EX-Cell•O Corp, , Kiob, ,, , ,,,,,,,,,,,,,,,,,,,,,,,,,,, , , 
~cLellan Store• Company, H. Y ••• • • •• • • ••• • • •• • • • •••• • • 

Carbide and. Carbon Chealoal Corp., W, 'va, ••• • •••••••• , 
Kalaer Co,, Inc,, Ore ••• • •• • • • ••• , •• • • , •••• , , ••• , •••• , 
Arm& Corporat i on, ~ . y ,,. ,, •• •• • • ••••••••••••••••••••• 
Morrel la. s, D. , , •• , •••••••••• , • • •••••• , •• , , , , , , , •• , , , 
!!arbt r Cola&n Co. , 1.11 •• • , ••••• , • , , , , • , ••• , •• , ••••••• , 

Weat1ngbouae Bleot r1o an4 Ktg . co., Ohio ••••••••••••• , 
Orr Dock Al too1a t 1on1 P• •• •• •••• • • ••• ••• ••• • •••••••••• 
0.1 Drug Co •• Callt,,,,,,, , , •••• • ••••• •• ••• , , • ,. • • •• •• 
Aeler and Prank eo, Ino , 1 Or••••• • • • ••••••••••• • •••••• 
-=ontlnental Roll a.nd Steel Foundry eo •• Ind . • ••, ••••• • 

'l llaon and Co , 1 Ino . 1 Okla • • ••• • ,,, , ••••••••••••••••• , 
Hiram Walker and Sona1 Ill,, . •• • ••• • ••• • •• , • •• • •• • ••• • 
!teyatone Steel and Wi.rt Co , 1 111,,. •• ••• , •• , , •••• • • 1., 
kunelngwear, Ino, , Minn . ,, , ,,., ••• ,,,,, I, ••••••• 1 •••• , 

Dlxle Meroer1&1ng Oo . , Ttno• • • •• • •• • •• • •• • •• • •••~··~·• 

Stockham Pipe and P1tt1Dg Co., Ala•• •• • ••• •• •••••••••• 
011,•r Iron and Steel Corp,, P••••• • • •• • •• ••••••••••• • 
Hatlonal Suppl7 Co ,, Ohio . , •• • •••• • ••• • •••••• •• •••••• • 
Albina Engi ne and Waeb1ne Worka, Or•••• •••••••••••••• • 
Am' r lcan Bolat an4 Derrick eo •• Minn•• • •••••••••••••• • 
Ui bba Oaa Bb.glJ:at co., Pla • • • •• •• , ••••• ,,.,,, ••••••• , •• 
Geo . B. Bu.okler, Ore • ••• • • , , • , •••••••• , •• , •• • • • • • • • • • • 
a, K, Le Bl ond ~aGbine Tool Co , 1 Obio ••••••••••••••••• 
Chicago JU.ll &D4 I.u::a'ber Co , 1 111 ••••• ••••••••••••••••• 
B, B. Ba4ger and Sone, Kaaa,., , •• , • ••• , ••• , • •• • •• • ••• • 

0, D, Pu.rln,gt on Co , 1 R, I •, • ••• • , • • , • •••• , , • , , • , ••• , • • 
1. lillller and Sooa, N, Y ••••••••••• , ••••••••• 11 ~·~···• 
Col onial Radio Corp , , N, Y • • •••••••••••••••••••··~ · ·· • 
Stinaon Ai r oratt , Nioh., , ••••••••••••••••••• , •• 1 1 •• 1 1 • 

.6 • A, Handl er Jttg , Co, , Ala, , •• , ••.••.•.•••••••••.•••. 
•r st t & \ll.r &nd Son Co , , Ma a a , • • •• , , • • ••• , ••• , , , ••••• , • , 

yonne Aeeoo1atee! N, J •• •• •• • •• • ••••• •••••••••••••• • 

eo., ~'••• · · ·· ·· · ··· · ····· ·· ············~· Co,. Ariz ••••••• • •• • • •• •• • •••••••••••••• • 
Steel and Foundrf Co,, f•• ••••••• ••••••••• 

Uror&tt Corp. , 
!:l&ail t on Standard .Propellor D1 y. , Conn , •• • ••••• , • • • • 

I 
I 
I 
I 

luaber 
ot 

1:50!,}40 
,o,ooo 
26,000 

6,796 
6,0}4 

4.,500 
4.,200 
~.200 
~.ooo 
2,800 

2, 500 
2,~6 
2, ~~ 2, 28 
2,195 

2, 000 

i:~~ 
1, 685 
1,660 

1, 6l.9 
1,567 
1,550 
1, ,12 
1, 50 

1, 41>0 
1,400 
1,329 
1,~ 
1,3 

1, ,00 
1,300 
1, 2:1~ 1, 2.2 
1,225 

1,200 
1,176 
1,156 
1,128 
1, 000 

• 

I .t.pprox.Jaa t o I 
I I l'oroent ot 
I aggl'ogato pa7 
I docl»oted 

t ;n, 6oo 10 
* 10 

6, 247 u 
* 11 

H7 10 

* 10 
* tl 8~ 
~ 11 

10 

6o1 10 

*i 
12 
10 
10 

4.97 12 

~ 10 
10 

ill 10 
10 
10 

22~ 10 

~~3 10 
10 

• 12 
,00 12 

277 14 • 10 
~24 10 

• 10 
~33 14 
18o 13 
180 tl 216 
290 10 

* 10 

m 10 
10 

16& 1~ 
20 10 
226 10 

• 10 

I 
I 
I 
I 

or tbe Seoretar, ot tba Treaaur7, 
D1Yialon ot Roaoarob &Del Stat lo t l c o. 

J~7 25, 

• ~ot &Yallable . 

20.86 
* 26.lj.~ 

* 5·58 

* • 
{g:~ ••• 
19. 28 

24.0~ rtr, 
12. 7 
2:1 · 17 

22.50 
1A . ~5 1 , ,o 
11 .~ 
8. 9 

1~·17 
1§ . 12 
1 . 26 

* 24.82 

2:fo70 
• 

24.,S 
• 

~5 ·64. 
18. 00 
18 .00 
18.18 
2~ . 1 

* 

~t3 
· 5& 18.2 

22. 64 

• 
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INTER OFFICE COMMUNICATION 

DATE Jlll7 Zfo 1~ 

fiDCi nt 7. Oalllll>aa 

le1 Dll!IOT IWoJI OJ JOIDI '8T :RA»IO &'U!IOD 

.U of tod<Q' 621 out ot 1!56 ra41o otaUono baTI acro•4 to 

'blcoM direct ecento ot the fre&lllr)' D.partaont ln tho oal• ot 

'far Sa•lnc• :Bon41. !'hoe• ot aUono are bolD& ql&&lltio4 4aU7, 

l olloWinc are earl7 report• troa a ~bor ot cltieo& 

BWR 1)(01111 IWIILAliD 

1lliAL (50,000 wa\to) otartl ott o...,alp with a Hrill ot 

tull PIC• a4nrtl11Mnto in :Baltimore love Poet. Proof of 

tlret a4nrthe•nt which rune to4q 11 attaol>o4. 

Pl!'l.'SBUllllB, PD!IStLT.tJ!IJ. 

IIJKJ. (50,000 watto) liiWIChU cupalp tcnictlt with a 

balt~llour procraa- Ottloiall7 1-.pratea ~IP' t oaorrov 

with public celebration OD a tapa ot OU7 Jall, lpellkert 1nolu41 

tbo ~or, local 'far Sarlnco Co.-1 n e e rapreoenta tlTIIo ad othlro. 

IIJKJ. dirocUnc ca.palcn to liatenora outl14a ci\7, parUcularl7 1D 

oll&l.l c.-J.U•• in Cl>io, h nnoylTaola, ao4 'foo t nr~inia. 

IIJKJ. 11 prinUnc opocial onn lopo ln whlch :Bon4a will be out to 

pu.rcbaaera. 

( 

.. -
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JO!LII, iliiiiLTgu 

YID (Z,O waUe) e\anH o-.a•p Jritq, hJ.T a, ltoobt 'liP 

wUl> .5.000 1a lo.U IID4 eo14 01&\ tlre\ 4a;r • toW Nlea t6,5QO. 

ft1T·A11ILJIB.U, dii&iLtd'U 

Y7JI. 1UQCU"&~14 .... CIIl&Oin1 OOilklt WUI> IUIIIOIUIOIN Mltlai 

41no\ pereoul ~~~J>eol \o lieteaen. ~r Mll111C ... , ,_... 1a 

eeal> wetllt will 'be ctwa o t25.00 loa4 b7 \be ehUoa. 1\oUoa alee 

hoe lN.ll\ 1olmolt waco•• _, b7 Yolu\ .. r -·n IIIIo w1U \CNJ' 01\7• 

Olllc.AGO, ILLIJIOII 

n• dnoUuc oae oat o-(Urilr l>cNre toU7 1a tl>l of\eraooa 

h .. u Jow. 

lCOIIIDII'IIJ, ... TC. 

ftll ••ll111C load.ll b7 11rl•• ot ra41o -uo... hahn WM •• 

•-•atlll \bot \1>1 flnt Joa4 ~ WM eo14 ooa\ 1a ..... ro1 ~ • 

..._ lllke4 h41ro1 loHrw Joor4 for .. n Jow. 

OIJICID.t.!I , CillO 

VQlO (250 wath) hoe ..u u.....,. n\1> •o \l>loter ol>ola aa4 hoe 

lllllltd &14 ot h.aior IAIICM CUrle, lro-.UIIC ,_... oa .U ProcnM• 

IAIDQI, lliiii 

VW otterluc .5.00 prh• \o penoa wr1UIIC 'beat ._..uoa 01 to 

haw etoUoa oao 11U .. ,.. Joa4a. !CNrliiC Joo4 Vacoa \l>roacl> etr..h, 

.... UYI orrucet h ~· Vlltna 11a1oll b071 4111Yer Jow. 

• 
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dii TOII, .. TCIK 

YJZ (5(),000 n\\o) Hili -. loab 41not a..r \boo air .... -.. onotot 

a 'blo\h 1a Wio OUT wUil U- wHil.AMri- •-•'• Tol ...... r lon1oe, 

'lhh o\aUoa baa h1H4 ou porooa to ~ loa4 aaloo. 

YIIX Mid,.. 41""' 1alo1 1a oooperaUoa wUil Jlue L1cllt !&1 OoooiP&IIJ 

Dr i \"11'1 ot tozio ... are 4el1Yer1-. BoD41. 

BUn'.&LO, .. TOll 

ICI2 aa4 111J111 i_..ato4 TOU\h •a..Mnt oallo4 10o...a4o 0ol'PI ot ... 

c....n ot Boaor•. .warta are .... 4•1'1111 welt h looal ,...,...... ..... tor U..il' 

oalo ot lloD41. t25.00 aalo ..t.o NT & 0ol'Pol'll aa4 t50,00 aalo a lorput. 

s~ All!tmo, DIAl 

~. ia oooperaUoa wUil looal •-•11 olalt, 11 H\U,.. ,. lo'bbT 1o 

hotel 'booth, 

DD 11018, I«& 

110 ••• • ia t ollowi,.. Mll&pl 

•ataru,.. hl7 2J .... , .Plu'be'*• ra... ..,1 141\or, &&4 llo'b ..... u,.. ... , 
.UI1atut Bewa 141\or 1a oll&rp ot aicllt lite, wtll H ll Yar loate. 

llaoll baa l arp aa4 lqal tollowi... YUl 'bllllt .. oc.peUUoa 

'bltwoa U.... .... _ ... wtll .- 1ite1. 1Jrp U1\oun h IIOII'POI't 

\hoir ta\"orl\1. loa4 orter a\ o- .Pl•'boolt 01' ..... u..-. ~ra 
will 'be aoltaolwo4p4 oa air. • 

CBICADO, ILLIBOII 

n.a (50,000 waU l ) apoa1-. oeii!P&iP \llh woolt with all.ollicb\ PI'OCI' ... 

StaUoa \al1at 41•1do4 ia\1 \wo \0 ... vi\h anh\1 -i .. 41nct IIPPOal a..r 

tho air. Pri .. o tor '"• Hllt,.. .. ,, JoD4o. 

v~uJ-CJ~ 
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Sure, it Makes You Mad! 
• 0 YOU Rt:AUZE thai lhousand:o of our 100<1 Amtriran 

1101ditn are btl\ind brbtd wire-•ith Jap Rnlritt marrh· 
in1 up and clown ouliMie? 

Do )'OG know lhat A~ ....,... and dlildmo. 100. •rt 
in Jap to!M"t'ntration campt! 

llow lone do )OG IMnl lhrm lhrr<-4ncl •bl II< )01 
• ·lmn, to do 10 ~~ them ouf? 

You nnt do it by Oar·wnlnJ. by •loJano, and bJ m.trs. 
It uk .. planf1! - lanl.!-runs- Mbs-sh<lhl -•hopo. Ancl 
theie don"t vow on trHS. 

You-and you - and YOI - ma:!t IH111 t.htM 1J.in.p.. Not tht 
Jap wa.y, nor tht Nui way. a'lr thr ••IMist was. Tht 
AmtTitoro 1111Y - frftly and Jbdly. In II' at Rondi. 
And JIOUt montll • ·iU buy thr tltfr to htal tht A.ds­
IO 11Utk lhtJn · 10 bomh lht ... IO .... ~. lhtll • dh lhty'd 
M'Wr pkktd J stnp •ith t'ldf Sa_M! 

Now You Can Buy War Bonds Thru WBAL 
IIH -'lnll ••• llfl Phom~ •• • In P tor iiOif ••• ............ , .• ""' ............. ,,,.. 
Willi. ......... j~ ...... o _, -• 
.. • .,. , .... .... ._, ..... . ·~· .... •1411 
~--•••• .. •• w•o~~ot,;""•:;n-- · ;: .:~;::::.t:!.~ ~ '" .. 

1- call Loo• coon o-, ooh olw WIIAL 
....... 00 ..... - .............. ...._ .... .... ..,_,_ ............. -..... ... 
-.11.-trtf .. ,..... Y ... Ull ... )' t.. , ... """"' -......... , -- "' .......... "-" ..... .. 

J•! Wlot ...... ., _, ... oo WliAL'< 
'"''' .. ftoio •- - l.o•.lol1"' ... llodlol-1'"-.,. 
1111- ......... ~, .... .-) .... '*"' ..... 
"'111 ...... ....................... . .. 11. ,.... ..... . 

l.ls t ••n lo the \\111.\L Uunor 
lluU .:\"ext ~londay at 

-.a. ... ~·- I 
::. ~ ':"' .. ":!. ~...:: ::.-a.·.:. .. • ~ ,1::, ---~-, .... -=-:.""' _ _ .. ___ .. .. 

--------e c:! 

l 
-,,.. I 

Y .. "ll llotM...-oiWA&."SW,. ........ -.&twa.­
... Mflld ..... ... .u-n ol ,.,.,... ........... 
,..-c:~~W. WBAL 

._ --- I ·- ~~' 
-::. - -- -- I -=---: .... .:::---=----' 

' 
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MOtiDA Y NC'WI ..... h , tJ ltrlll '""' -

Sure, it Makes You Mad! 
, 0 YOU RF. U.IZE that thousand:! of our good Amtriron 

ll<llditr.1 •~ bthind lltbtd • ·i...-..ith Jap .. ntri<t marrh· 
inr up and doWll ooliido? 

Do )01 know that A...nan , . ......, and dilld....._ t.oo. ~ 
ln Jap COMf'ntra'lion amps! 

How kHls' do )OU u:anl tt~m theft--.ud. •-hat 1rt )IIU 
..;mn& to do to rtt thtm out1 

You cant do it by ll•l·wavioJ. bY slOJin!. and bJ mot,.. 
It tak .. p.._- tanks- gun•-bomb>-i!hflh-•hopo. And 
thtlt don't uow on trH& 

Yoa-and roo -and ,-oo-must bugthow thinJJ. Not tho 
Jap ny. hOir tht Nui ....,.. n)r dw f'a.wk.t wa.y, 1'ht 
Amtrinm .ray-frtt:IJ and abdb. In War Bondi. 
And pour mont~~ •rill boy tlw otolf to bnt tho Am ­
lo aotad< tlwlll-to bomb thea to 111kt 1- •iill tlwyd 
M"' t1' pidttd a ~erap • ilh l:adt Sa111 

Now You Can Buy War Bonds Thru WBAL 
IIH .tlnll ••• llrt Plwne ••• 

J .. o .-..11 1 ... 1 .. - •• !til t.k Wll"l ......... ,....- ....... _. __ ....... ~,...--,.. ........... .. 
6ohoor .... ,... Y .. ..... riot Olo4 ... 
.., !loll-.. ohll!ft Ito {Moto ot lor ~II. 

• 

I If Pt'r SOif ••• 
'"'' ....... t-., -r- 11•• •• Wf!Aio .. 
...... ,~ .. ......, ....... , •• a.!Wior-1 ... 
W&i .. - Lllloott til••...;! - ,..,., .... .. .......... ,.,. ...................... .... ,... ..... . 

Lls l4'n Itt I h e• \\"IIJ\ L D o n o r 
llo ll ~exl l'l o nday at 

-.a. ... 1'1. 

·-· .. _ ....... ' ·--

V•"'._....-.. WAL'SW•801111'*"-..dl...,_ .. .......... .... _., """* ..,.. ....... 
~ ..... Uinl WBAL. 

I ·· · ---- ""':-t•• .. J 

.I

I §='~:-...:;~~~ j 
... .,,. I 

~.::: 1 ,._ ~~,_. ' 

l~-= ------·----=-_/ 

• 

Regraded Unclassified



DaU 

Oo~~parlooa or 1'0.17 o&leo to dat e v1\b oalu briac \be 
.... a•'ber or 'bl:UiiMOO 4A,JO ia J .... aa4 llq 1gl!2 

(At lone price 1a \llou .. aAo or 4ollaro) 

lv.lJ 

CONFIDENTIAl 
90 

J u.Q- 19112 

1 
2 
} 

6 
7 
a 
9 

10 
11 

i~ 
15 
16 
17 
1S 

20 
21 
22 

~~ 
25 

• 1~ , 121 • 15,121 • 19 ,~ • 12,679 79·· 
1 ,sao ~,701 27, l 211,26} 110.~ 
16,122 7.523 llo,Sll 116,5}2 116. 

29.797 77.320 51,199 55.116o 1}2.9 

17,7211 95.ollll 12,918 7J,S211 1111.5 

21,5~ 116,6113 91,1~ 97 .oll9 111. 1 

22,7 139.390 125, 2 1111,211 lll.~ 
211.772 1611, 161 lJII ,l~ 121,670 122. 

19,077 18} ,231 1511,2 151,956 118.1 

26,550 209.717 169,~20 161,3116 123.5 

15.71111 225.532 116, 70 177·1~3 120.9 

1S,llo7 2113.931 201,~ 1911,0 7 120.9 

17,121 261,766 225, 20S,9~ 116.0 

22,Jll5 2511,111 2~,211 22},2 12l.S 

12,233 296.3114 2 ,033 2117 .5}2 119.0 

31,}6S }27 . 712 261,}21 257 ,}711 125.11 

12,2~ 339.951 280,7112 271,079 121.1 

18,1 }5S,l35 291, 7~ 290.~ 122.1 

18,261 376.396 }21 ,11 }09.5 117.2 

lS, 5SI ~,9811 3~1,806 }23.7~ 119.0 

10,695 ,679 3 7,673 JilT ,II 116.7 

All ticur•• are 4opoo1to vitll tllo froaouror ot tho Vnited &tatoo on 
account or procoo4o or oaloo or Vn1to4 ltatoo oa•1aco 'bon!lo. 
rtcuroo h&.a 'boon roua4od to nearoot t houaanil &D4 will not noeoooar117 

&411 to totalo. 
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Dah 

UJlftll t'l'A!'. BUnGS JOIDI • SDJa r AID G COMBIIID 

Co~~pUiooa of Jul7 oalea \o uta vi \h oa1 .. cl.vl.ac \lla 
aaae IIUber of lnutae .. 4&7• 1a Jau aa4 llq 19)12 

(A\ laoue price l.a \llouaaacl.a of 4o1lara) 

Jul7 

CONFIDENflt;_L 
91 

Jul7 1942 

1 
2 
3 

6 
7 
8 
9 

10 
11 

~a 
15 
16 
17 
18 

20 
21 
22 

~' 25 

• 12,597 • 12,597 • 9. 705 • 7.302 

~·· 9.~9 21,916 17,601 15,161 .9 
10, 5 32.11111 26,235 25.516 123.7 

16,734 49,175 llo,()()9 ~,145 122.9 
lJ ,3s6 62 ,561 49.353 ,751 1.26.1 
21,152 14,1113 55.111 6o,117 151.0 
17,172 101,515 67,4111 67,21' 150.7 
22,983 124,568 72.366 72.~ 172.1 
17 ,()50 141,611 12,310 so. 172.1 

20,614 162,232 19,852 ~,410 180.6 

14,~ 176.590 95.254 .391 115.4 
15, 191.991 101,4611 102,106 159.2 
13,142 2()5,1,3 101,715 1011,923 189.3 
15.3111 221,1 7 112,279 1111,~ 197. 0 
9.696 2}0,142 119, 7119 123.53 192.1 

21,181 252.731 126,olll 127,724 200.5 
9.11117 262,171 134,o62 1,1.901 195.6 

16,327 271,5()5 1,7.429 1 9,502 202.7 
15,174 293.679 1 7.691 l56.m 198.1 
14,399 JOI,077 153.532 161, 200. 7 
1!,816 316,19} 162,774 171,3}5 194.7 

All flguroa ara 4apoa1\a wl\ll \lla fraaaver of \lla Valtacl. State• oa 
accouat of proottcl.l of aalea of Oaltecl. h ah a taYlJICI boa4a. 
'ltv•• lla'l't btea roua4acl. to aear .. t \llouaaa4 aa4 w1U 110\ D.aceooar117 
a44 \o \otalo . 

• 
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Ulflfll) SUDS s.t. YIIIOS JOIDS - !O'l.U. 

Oo~~pUhoa ot Jo.l7 oaleo to 4ah vl\h oaloo 4v.rtac tbo 
.... uwobor ot buo1aeoo ~· ta Juno an4 KaT 19~ 

(At t ooue prtoo 1n thonoan4o ot 4o1laro) 

CONFIDENTIAL 
92 

.Date Jo.lT 

Ju.l7 1942 

1 
2 
3 

6 
7 
8 
9 

10 
11 

i~ 
15 
16 
17 
111 

20 
21 
22 

~' 25 

• 28,411 • 21,11111 • 29·m • 19,~11 96.~ 
21+,269 52.617 ~. 39.~ 115.9 
27,271 79.9611 67,oll6 72, 119.} 

'+6,5}1 126,'+95 91,204 lll,6o5 1211.11 
~1,110 157.605 1}2.~1 l22,m 119.1 

3.1151 201,056 154,015 157. 1}0.5 
~9.918 24o,974 192,659 181,11}1 125.1 
7.755 2118,729 206,523 201,1164 139.11 

}6,127 }24,1156 2}6,552 2}2,1101 1}7.3 

47,164 ~,020 259.772 246,756 14}.2 
}0,102 ,122 281,724 271.525 142.7 
33,807 435.929 30~,163 296,152 14}.1 
}1,670 467 .599 3~.,911 317,861 1~.11 
:H.659 505.257 3 • 97 m.~ 1 .2 
21,929 527 ,11!6 }68, 7S2 371, 1113.0 

53.~ 580.1143 '87.~ ~·* 
111'),1 

21,6 6o2.129 14, .917 1)15.2 
}11,~11 6}6,64o 429,158 ~9.917 11111.} 
33, 31! 670,075 '+68,1112 6,171 142.9 
32.987 70J,o62 11115.~ 11115.109 1114.9 
19,510 722.572 510, 518,129 1111.6 

All ttcuroo are 4opootto vtth tbo Tre&Onror ot tho On1to4 8tatoo on 
accouat ot procoo4o ct oaloo ot Va1\o4 Stat•• oa~1aso boD4o. 
J'tcuru ba" booa roua4o4 to aeareot thouaan4 an4 vtll aot aeceooartl.T 
a44 to totalo, 

•• 
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I llaiq llalJ, 

. l l • 15.1 • 1).6 "·- • 11.6 a.~ ••• II 

1 .9 ~·1 liM a .1 9. 11 6o. fto3 

16.1 M n.o " ·1 10.5 a.o 1To3 

29.1 n.3 116.0 61.3 16.7 119.1 a .6 , .6 116.5 116.z 101,, ~., 

17.7 n·o ~·3 61.1 13.11 61., 911.1 " ·5 ~.1 157. m·' 67.5 

21.6 u .6 .I 71.~ 11.9 111.11 Ull.5 13·1 ,., 101.1 .r 11·1 

22.7 1)9.11 U,.l ~- 17.2 101.6 129·5 71.5 ~,., m.o 31'·3 75-5 

24.8 1611.1 116.0 .o 13.0 1211.6 1~., . 19.1 ;z·l 1!.111 .7 ~·' 
11.1 

19.1 18}.2 2)6.6 n.ll 17.1 1111.6 1 7-7 "·' .1 )211., ·3 111.5 

26.5 ~.1 273.2 76.1 10.6 161.1 16o.6 101.0 117.1 ~.0 113).1 15.1 

15.7 22M -r.6 71.11 111.11 176.6 161.0 1CJ5.1 )0.1 .1 1155.6 •. , 
11.11 211}.9 )11.6 71-3 15.11 192.0 111.1 ~.6 3).1 ~:Z 1193.11 

··~ 17.1 261.1 335·5 71.0 13.1 2()5.1 193.5 .4 31.7 519.0 •• 
22.} 2111.1 )51.7 n .e 15.3 121.1 201!.1 109.0 37-7 505-3 561-5 9(),0 

12.2 "'·' m .ll 71.5 9-7 2)0.1 210.5 109.6 21.9 527.1 517., 19.7 

}1.4 327-7 IIU.I n.6 21.~ 251.7 12).9 112.9 ,,., 
2:·11 6}5.7 91.} 

12.2 }110.0 1115.9 n .• 9· 262.1 ~.1 UJ.1 11.7 .1 657.7 91.5 

11.2 J!J8.1 "1151.1 n.ll 16.3 271.5 7.0 112.1 }4.~ 6)6.6 691.1 91.1 

18,} J76.11 1177-5 78.8 1~.2 29J.T 26o.1 112.9 ,,. 670.1 m.6 9().1 

11.6 ~.0 503.1 711.11 1 .II )01.1 170.7 11}.8 JJ,O 703.1 7711.5 9().1 

10.7 ·1 525.0 77.3 1,1 316.9 219.5 UJ.II 19.5 122·' 1104.5 .,.1 

561.7 ~.1 
~7.2 ·' 1.3 J12.1 
615.11 337.5 
65().0 35().0 

4ohal oaloo tl,VOI vo AepooUo wl\ll \Ill tr--w ot \IM Val\14 1\a\oo oa acoo"D' of pr0M141 ot aaloo at 

VDJ. to4 1\a\oo oa..U,. -... .... ~'lev•• baft llo• rou4M u4 will DO\ .. ., .. ..,.lJ, a44 \o \o\&lo, 

QIID\a \abo lata _, 'bo\ll - 4&1J, \ru4 4:v.rlac \IM wok u4 \IM ... a\llJ, \J"td04 4111"1ac \Ill .,..., ... 
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•• •• M!IW !P· !"!!! I 95 

PAP'PI P' • •enw .. ,., 1 • ., e , 1M 

De.•I•U- - ..W et Pl- !oW . ., 
·~ .100 1'1-

1 ..... llltl,:zl ~:= 71,~ 2,2!16 2,!527 ~.170 
2 •• • •• aP 93. ),o61 ),510 

=·1127 J ..... .)~ 110,~ 79,1110 1,~1!0 '·"' ~.115 
6 ..... 7~.105 82, 7 

"· 767 I, 75 1,= 919.319 
7 ..... 671,1111 1~p51 l6o,711 a.5l0 1), l ,Oin.-
I . • ... ~·~ l ,000 U5,116l 15,0" ),790 791.9110 
9 ..... ·"' 19,212 W ,61) 7,1107 5,116 655.1117 

10 ..... 672,281 U7 ,122 107,~2 5,508 M67 908.~ 
u ····· 611~,)10 121,615 1)5. u 5,062 15,6119 921, 

6 .983 Ul.~1 98,116 6.)1 .. 8,511 "7,2)2 
67),000 109,7~ 102,000 7.775 10,000 902.525 
5ll8.501 156,626 152,)61 12,270 1~.535 1111,193 
3111.~ 91,6oo 107,100 1),010 19,~ 616,615 

17 .•••. "'·;l 1)1,0110 ~.2: 11,371 10, 8)5,779 
11 ..... 

m:)67 
109,552 9S, 6,052 9.777 82),,) 

20 ..... 6o,200 91,900 ~.~ 9.115 1102,502 
21 ..... 6o3,~ 51 ,1)0 9),272 u. 1 10,0)5 175. 7)11 
22 ..... 513. 12,150 92,000 6,535 9,777 175.101 
2) ..... ,27.7115 90,11!0 u4,1)1 l),OOl 15,751 761,..,5 
2~ ••••• 50.650 109, 6oo 65,100 11,275 9.300 6116,625 

U,)61,0U 2,0~,lioo 2,121,197 1110,752 114,561 15,9o6.922 
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I111J 87, lNI 

Dear laltea 

I • ••4l.ac 1• hernl~, ll7 1~ ) 
air ull, a YUJ eatla.atlal ••• Dl• (J- 1. o -'4 '~­
PI'IJiai'M 11J lial'fJ .lte. I win 7 .. 
would read 1 t u4 eanhlq eall .. r tlle 
coo tent.. 

I thlllk I r so.,. eor""tl7 Ulat 
JOU ea14 7011 wal4 'be willhc te et.J u 
lonf u I 1111414 7"• ee I tlllllk 7" W 
'bet er brlllg enoa&tl eoU.n u4 ehlrta 
to laat Jft a wei. 

lours •1noel'llJ, 

Dr. laoeb ' lller, 
666& l•aw..a !Yea .. , 
Chloaco, Illlaell. 

(81pe4) lle11J7 

96 
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.JU, 27. lMI 

llMr WaltePJ 

I aa eaoloelq kePftltll a 

nry ooa.t1c1e11Ual --d• tr• (_ 1 ~ 1.. 0 ~ o,.p..-) 
Harey Iali t., wllioh I ehall wut to 

c1houu with JCN WII"UJ _. !hwe-

U T whe11 7011 ue here. 

Ioun elnoePelJ, 

(81gned) Henry 

Dr. Walter W. Stnart, 

Olau toa.e, In .Jen•7· 

Regraded Unclassified



160 l,... •••• .. 1-..t'lll .. ll Ill llp1 II I el tM etiW el ... 

JWMMe ef -..&e Ia tM Ll' ar ef ......... M .... 

.,,,..,." M tM Lfl • .,. ef 'np- ......... -....& 

, ....... " .... ····--· "-- .... ,.,.. *'* 
.... '-F ... ')ft .......... hie ...... -., ... 

,_ ..... __ .. ,, .. , .... 

..... ... ~., .. -... 
,,., •• 1 .... ,, ... , •• ddlll. 
14-.neaet'"P••• 
14'-=7., .......... 
........ • •• 0. 

98 tl • 
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TilE UBRARY OF COSGRESS 
TRL'ST t1 'SI) IIOARU 

-------- - ""'" n.a.._,., __ --
I ba~ t.l» boaor c.o ~t c.o YCN.r a~wot1on a pboto­

at.t OOPJ or a U~ter receincl rroa Ill'. llyron l, 'llhit.De)' , Pru-
1dnt or t.1» rrie.llla ot ... 1c 1A t.1» 1.1brU)' ot COI!iJ"e .. , C..t.ci 
1- U, 1942. fhia letter propo•• a 111tt t.o t.ba Ubr._ey or 
Coaireu, C.O be c....Ut.cl to U. peJ'III.Jieot loeA aceOW>t o!" t.be 
l.lb.....,. or Coain•• Tn&at Fluid !lOUd, t.be iDe- t.l»re!'J'QII c.o be 
app11ed to t.be porpot ea or tba ... i o D1v1e1on. 

Io acc~oce • itb ~be Ac t. ent.i~led "An Act t.o cre• t. ~ 
L1br .r)' or C~aa Truat Fund Board ~nd t or otber purpose• • a t 
... nded , t.bit orrer 11 berebJ eubaitt.ed !"or )'OYr UPf~OYhl ~ a a 
liMber or the Boerd. 

~~itbt~ )'Ours , 

~~ 
u chib.ol.d llocLeieb 

The L1brw-1an o!" Coa..rue 
Secretaq or ~be Lib,.~· or Con..ren 

Tn&a t !'Wid Boerd 

lneloaure /fm? 
I nt.a 1D f•Yor or accept&oce) J 

I Yot.a ""A1nat. accept.ance. ____ _ 

The Honorable 
Ben.-)' llo,.cent.bao&, lr. 
S.cret.r)' ot t be Treal>lrJ 
JueblA&ton, D. C, 

99 

Regraded Unclassified



-----·--v.­...... _ _ ._.~-
.... -­----,•..-z. 

friends fA . ift - •• ., 
e!!Y• "' ASS! • 
l.ll 1\A. ! "' 

J tJLl- :~ 

. . . 

YAIHINGTON,D.C. 

• : 

s._, llr , Luther !1, ...._ .... c..o ..... ~ 

-.a....a ........... .. .,_ 
n.ewftl ............ ._ .. ._ 

Dt M....,...,_.,... 

'·"""" u....,.t .. or c:.poe•• 
h L1Wwf~Co"'V"" 
w .. htacton, D. c • 

!leU' Dr. !:'nna. 

,. ,...,.,... o~ ... ,. ta t~~e uw.,.,. ot t:.cn••· .n.r _.. •u~ 
t b o, hao ~o1clM t o .... ,. .. lh aothl\loo ...S .,.rau- tw u tllllot1alto ,_w. 
fbi t~o vo cllff1"".lt tor a ooolo\)' ot lh Mt-, -' ttl .._.,,'- 'ara .. 
proaoot ro .. tn llttlo or DO bo•t'lt l'rta ta.lr ...._olllp , a.,..._,,. •.• ~ 
tho orcutaotloa, of owroo , la to •loo pooaU.lo till .... illUoa ot rvl't• ., tile 
lluolo llhhlo11 of thfl l.tbruy of Coacro••• lNt We '" 1 t...._~ timed\ 
In tho ll&ht of preeant day olrouaot&nOOo. 

In ont.rlac lto porlocl ot ladot1a1to ,...,..,.,., tho Prlo ... or -..11 
du lru to tn.notor ito tl-1&1 rooourooo, wl"' M <*Uptteu ....toh .. l,., to ... 
p.....,.ot loo.n fund or tho Llllrary of Cotler•••· '11111 cttt --. to "·*·• ... 
will ba allbjoct to 1acruoe 117 YOluMar)o ooDtrliiU\loaa, PrOD ta. latorMt lt wUI 
bt~r, 1t a!\oulci ! noun t o tho -..to Dhuloa our ,.........t e..,..n ... lllfl -"­
t'ho 1nooaaa rr- tiM fund MY loo .,uM to purohaloo of raro llocob, pi- _. -
ocrlpto or rv.y be uad to cilfrAT aq npouoo lDI\II'I'M 117 tho ... to Dtridoa la ,.... 
:~:ottn.& ac:a;!yltle • c:on._:enlal to ue lathe paet. 

It la nur hope that our ..,.ponoloa wUl bo of rolatholy ollor\ 
~·Jrat1on, If t o, WO OlD OCilD roo- OW' work for IIUi l O o.a4 OW' tlll'thoi'UIO If t.­
cr•uln.; tho Ubrary•o .,..loll oolhotlou , ll!e...t.ilt .. truot \11&\ "• propoo.a 
ohtod In tllla l ot tor will bo aathtootory to 7"11 ADd wlll bop allft tho nlaU­
o ~l, het..on your l not ltutlo, aad our Soolot7. 

Very olD0-17 yowa, 

~~. 
llyr""' 'II. \1hl. tftoJ 
Prool d•nt, !be Frleada ot ... ,. 

tn tho Llllrary ot Coau••.t 
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TREASURY DEPARTMENT 

I NTE .. OI"I"ICK COMMUNICATION 

TO Secretar:r 

'"o"' Mr. 

Subject: The • ess Situation, 
Wee ending July 25, 1942. 

Swam&rl 

101 

CONFIDENTIAL 

DATa J ul;r 27, 1942 

(1) Industrial activity in June tell behind earlier 

Federal Reserve Board estimates but still forged ahead t o record 

levels. The FRB eeasonally-adjust ed index ot industrial 

production tor t he month rose to 177 trom 174 (revised) in Ma:r. 

Since our entry into the war the i ndex has risen 11 points. 

(2) Steel ahort&&ee are nov reported to be holding up 

truck production and t oroing curtailment ot electric utility 

expansi on plana, in addition to hampering shipbuilding. In 

view of the very heavy demand tor steel, it now appears likely 

that the projected 10 percent expansion program tor t he steel 

industry Will not be curtailed as much as expected a short t ime 

ago. An expansion ot 9,700,000 tone by June 1943 is nov being 

recommended by the Steel Branch of the WPB. 

(3) Contrary to earlier indications, t he coat ot living 

rose further after price ceilings were imposed. The BLS cost­

of- living index (revised) torJune shows a gain ot 0.4 percent 

over t he pr evious month, due to increased tood prices. 

(4) The BLS i ndex ot basic commodity prices shoved a 
further moderate decline last week and t ouched the lowest level 

since mid-June . However , but ter prioes moved higher as the 

Agricultural Marketing Administration raised the support level 

3 cents per pound . 

(5) F11otory employment and payrolls continued t o expand 

t o new record highs in June, according to oontidenti al BLS 

indexes. Factory payrolls stood 2S percent above year-earlier 

l evels while employment vas g percent higher. 

(6) Construction contract awards in June, aa reported by 

t he F. W. Dodge Corporat1on, Jumped 57 percent above t he hlgheat 

previous month on record. All cat egories except residential 

oonatruotion showed wide gaine over year-earlier levels. 
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Industrial production index tor June revi eed downward 

Industrial activi ty rose to a new high in June , but t he 
level attained vas somewhat below earlier estimates of t he 
Federal Reserve Board. The seasonally- adjusted FRB index of 
industrial producti on advanced t o 177 f rom 174 ( r evi sed) i n 
Maf. (See Chart 1, upper section.) These figures compare Wi th 
previousl7 repor t ed esti mates of t he Peder al Reserve Board ot 
lSO tor June and 176 t or Ma7. In contraat With t he new peak ot 
177 r eached in June, the index stood at only 106 i n the pr e-war 
month ot August 1939. Last November, prior to our entry into 
the war, t he index stood at 166. 

The 11 point rise in the production index s i nce last 
November has been due, as might be expected, to expansion in 
the armament industriss. It bas been e stimated that in June 
almost 50 percent of industrial out put (as measured by t he FRB 
i ndex) vas war nroduction, taking into account aJ.eo the maohlnery, 
suppli es, eto . , necessary to produce the war materials. A 7ear 
earlier onl7 20 percent of the index ia estimat ed t o have been 
accoun t ed tor b7 war production. 

The domi nant indust r i es in the further rise in indust rial 
act ivity last month were machiner7 and transportation equi pment 
(including shipbuil ding and aircraft) . (Refer to Chart 1, 
l ower section.) Nondurabl e goods output on the whol e ihowed 
l ittle change from t he previous month. Soft coal out put r eceded, 
but s till attained high levels, while lake shipment s ot iron 
ore continued in verJ heav7 volume. On t he other hand, st eel 
production declined somewhat. 

Steel plant exnansion program r econsidered 

Press reports last week i ndicated that a shortage of steel 
is slowing up truck output and is causing a out i n the expansi on 
pr ogram of t he electric utility industry, and Ohs1rman Nelson 
ot the vPB vee quoted ae saying 1 The lack of steel is eo great 
that we must ahorten our production linea. • Against thle back­
ground , t he WPB is apparent17 r eoonaidering a pr ogram tor a 
major expansion in steel capacity. Originall 7 an expansion 
program designed to step up steel oapaoit7 by nearly lO,SOO,OOO 
tons was approved by SPAB. EarlJ in June it was sald that 
pr obabl7 only 65 to 70 percent of the program would be carried 
out, due to a desire to eave critical raw materials bJ cut ting 
down on plant expansion nroj eots. However, during the past 
week it was disoioaed that the Steel Branch of the WPB has nov 
recommended an expansion of over 9,700,000 t ons, or onl7 about 
10 'Oeroent leas t han t he ori gi na,l proposal . 

It carried out, this woul d i ncreAse t he induetrJ's tot al 
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capacity to 9$,300,000 t ons by June 30, 19~3 ae ooapared With 
!S ,600 ,000 tone at the end or 19~1. Aaong other teaturee the 
program would require an increase or nearly ll, 000,000 tone in 
pig iron capacity, involving t he conetruction or 20 new blast 
furnaces and the restoration or enlargement or 15 others. 

Steel operations tail to reach capacity 

Despite the content ions made in the Oano Dunn report laet 
year that a eteel operating r ate or 102-1/2 percent ot capacity 
could be maintained under emergency conditione, the h1~~~st rate 
attained this year was 99.6 percent or capacity during two 
weeks in May. During June the average operating rate slumped 
to 96 .~ percent ot capacity. While eome improvement has been 
shown r ecently, t he r ate scheduled tor this week i s again dovn 
to 97.0 percent. (See Chart 2.) 

However, operating rates are still being calculated on the 
bnsi e or capacity l ast December 31, and it is estimated that 
by the end or June t he steel capacity had been increased by 
about 1,000,000 tons. Thus rscent operating rates are even 
lower than indicated, and eventually will be reviaed downward 
to conform t o the expansion in oapao1ty sines the end or laat 
year . 

Living costs continue to rise 

The coet ot living, contrary to earlier indications, 
shove an increase since price ceilings were imposed. The BLB 
coat-of-l iving index has been revised back to April, and now 
ohowa an i norease r a ther than a decrease. (See Chart 3.) As 
ot June 15, the combined index had increased 0 .~ percent above 
that or a month earlier, due to a continued rise in food prices. 
The cost or clothing, on t he other hand, hae declined since 
Aoril, and t he weighted average or rent, tuel, and light has 
declined also i n that period. Houseturn1ah1ngs and other coeta 
were unchanged in the past month. 

Basio commodity prices decline 

Commodity oricee declined aomellhat laet week on reports 
or the possibility or more aggressive action being taken againet 
inflati on . The BLS price index or 28 bnaio commodities 
declined tor t he second euooess1ve week, and t ouohed its .lowest 
level since m1d-June. (See Chart~.) 

The component indexes ot controlled and uncontrolled 
commoditi es have been revised back to June 26 to tranoter the 
price or gum roein rrom t he controlled to t he uncont~lled 
group , because or ita eT.empt1on trom OPA control. 

Regraded Unclassified



1.04 

- 4 -

The in~ ··x ot 9 uncontrolled cOAliiOd1Uea declined aoderatel7 
last week, but va s still Within its range ot the laet two 
months. Barley prices were sharply lower, due to an 1ncreaeed 
aovernment crop estimate. Rosin pr1oes continued t o lose aoae 
ot tbe previous sharp gain. Ootton declined tor the third 
succeeaive week. Wheat and corn prioee 1noreaaed somewhat. 

The price or butter increased t o 39~ from 37~. owing to 
t he Depart ment ot Agriculture ' s raieing ot the su9port level 
by 3¢ a pound. Pri ces ot ~ieare i noreaaed to the highest einoe 
April 28. Hog prices aecl1 e · on the Secretary ot Agriculture' a 
announcement that Lend-Lease purchase prices would be lowered. 

The index ot 19 controlled ooamod1tiea vaa aleo somewhat 
lower. Tallow prices declined sharply aa a result or a revision 
in the ta~a and oil ceiling structure. 

In t lle week ended Jul7 l.S, the BLS all-commodity index 
declined 0. 2 percent, continuing to move within its range ot 
the past tour months. At 9S.3, the index atands 31.1 percent 
above the August 1939 pre-war level. 

Retail 1)rica level s ma1nta1nsd by OP.l 'rollbacks' 

As rising production coste continue their pressure on 
pr1oes, various rollback orders are being i ssued by the OPA 
to keep retail prices below the ceilings. The net result in 
most cases ie to relieve the preesure on retailer•~ and 
distributors' profit margins by reducing the margine a t some 
earlier s t age. Among recent measures are the folloWing: 

( 1) 

( 2) 

(3) 

Canners ' , rices tor Maine sardines have been 
reduced li percent below March prices in an 
order designed to eliminate t he equeeze on 
distributors. 

An extensive revieion ot the price etructure 
ot tat s and oile will partl7 compensate the 
eoap industry tor ita earlier cancellation ot 
price increases made before the price regulation 
became effective. The rollback on inedible 
tallow was planned t o reetore soap m~~nutaoturers ' 
profit margins to normal. 

Manufacturers ' maximum prloae tor Kratt wrapping 
paper are to be reduced, and dlatributora' mark­
ups have been lowered trom March levels to those 
prevailing during the ttrat halt ot 19~1. 
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Pulpwood prioea are t o be fixed below current 
market leYela to enable wood pulp producer• and 
paper manutecturera t o ll&lntain their eetablUhed 
ce1l1ng prloee. 

~mum pr icee on r i ce at t he milling level may 
be reduced 10 percent t o allow wboleealera to 
aalnt aln t heir oeil1nga Without loaa. 

Price ceilinga breached tor canned truite 

The OPA baa announced increaeee~f 15 to 25 percent in 
canners' ceiling pri ces on the 19~2 fruit pack, etteotiYe 
July 29. to oompenaata tor inoreaeee in ooeta of labor and 
raw materials. At the sa~~e tlllle wholesalers and retailers 
were promised oorreapond1ng price increaaea. The inoreaaes 

granted are somewhat more than bad been i mpli ed in the OPA'e 
first announcement sever al weeks ago . 

Agriculture moYoa to r emedy meat oackera 1 d1tt1culties 

As the impac t ot the Government 's meat purchases and 
meat price control oame to a ollmax last week in vanishing 
protlt margine tor paokere and ehortngee of pork and beet 
in retail markets, the Secretary of Agriculture took cognizance 

or conditione 1n the meat markets by announcing a program 
designed to help alleviate the situation. The three po1nta 

or the prograa are ae follows: 

( 1) 

( 2) 

Etteot1ve this week, t he maximum prioee t o be 
paid tor moat meat products being purchased t or 
Lend-Leaae will be revised downward. 

I n connection >~th Lend-Lease purchases, adJust­
mente i n pr1oe ditterent1ale 1n ditterent arena 
will be made to bring prioee more nearlT 1n l i ne 
with the actual ooet to packers there, and t o t aYor 
ehlpmenta to the East. 

Small packers squeezed between the higher oost 
of liveetook and the ceiling prices tor meat 
may continue t o operate by purchasing and process­
i ng livestock t o be bought by the Department ot 
Agriculture. Preea report s indicate that t hle 
proJect Will be tinanced by a eubaidy trom Lend­
Leaee tunda. 
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• 
fhe 8eoretar7 etated that 1n al.l probabilit7 purobasea 

ot meat tor Len~Lea88 w1ll be reduced •~e'llbat during the 
next few weeks. fhe ehortage waa ascribed b7 the 8eoretar7 
to a continuation ot the unusuall7 high deaand tor meat tor 
domeetio requirements, tor the Ara7 and NaYJ, and tor Lend­
Leaae during the period when aarketinga of meat an1aale are 
the emalleet ot the season. Be pointed out that later 8Uoh 
marketings will inorea8e, aapaoiall7 ot hoga, which will ease 
the 81tuation. 

The meat shortage i8 reported to be confined to pork and 
beet. The price ceiling on beet baa operated to encourage the 
shipping ot cattle to market without fattening, because 
packers retuss to pay euttioiently high prioea tor hea.y 
cattle. 

Althousb paokere operating under Federal inepection (and 
therefore eligible to sUpply Len~Leaee requ1remente at 
premium prioea) ha•e ao tar been able to operate under the OPA 
ceiling tor OoYernment orders, the margine between the price 
ot liYe hoge and pork produota haYe declined close to zero. 
(See Qhart 5.) Looalitiee formerly supplied mainly by intra­
state paokera, howeYer, are now tailing to receiYe their 
customary ehare of meat deliYeri .. 1 because tbo88 packers are 
being forced out of the market by ~he high prioee tor l1Ye 
animals. Ae there i8 a tendency to allocate restricted ship­
menta in accordance with ~et sales distribution, ahortagea 
may eaeUy appear in war-production oentera where the number 
and purchasing power ot ooneuaers haYe risen aharplJ. 

Oov•rnw•nt purgha••• 4rop •• reot1pt• 4tol1ne 

Purcbaaea ot pork products by the Department ot Agricul­
ture were euapended during th.e week ended July 11, wben hog 
slaughter declined aeaeonally to a new low tor the year, but 
were resumed in the following week. Ohart 6 ehon weekly pur­
chaaee ot canned, oured and troun pork by the Department of 
Agriculture eince last Deo•ber, in OOIIJ)&rieon with hog 
prioee at Ohioago and with slaughter under Federal inepecticn 
at 27 marltete. 

Factory eaploJ!ent and payroll• riee to new p~s 

The expansion in factory employment and payrolls continued 
laet month and reached new recor d leYele, aocord1ng to pre­
liminary and confidential BLS indexee juet made aYa1lable, 
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which Vlll be .,ubllehed later i n the v .. lt. (See Chart 1.) 
payrolls continued to rise more rap1dl1 than eaploraent but 
the di sparity vas lees marked than i n earlier aonthe. Du;ing 
the year ending in June, payrolls rose 28 percent as compared 
with a gain ot only g percent in employment. Estimated 
average >~eekly earnings ot f actory workers showed but U ttle 
f urther gain in June, but stood lg percent above year- earlier 
l evels. (Refer to Chart 7. ) 

Further st eps in the direction o f enlarged factory 
oayrolla occurred last week, aa the Bethlehem Steel Corporation 
and t he 11eirton Steel Company grant ed f act ory workers wage 
i ncr eases of 44 cents per day in line wi th the recent WLB 
deci si on i n the 1Llttla Steel' wage caae. 

Oonatruction contract awards at record high 

Despite t he various restriction"s on building activity and 
r ecent st eps t oward cutting down plant expansion programs , 
const ruction contract awards in June, as reported by the 
F . II. Dodge Corporation, Jumped sharply to a new record high. 
In t act the monthly total t or 37 eas t ern states, amounting to 
$1,190,000 ,000 , vas 57 percent above the previ ous record set 
in August 1941. The gain over the oor reapond1ng mont h 1m 1941 
was 121 percent, with all maJor olaseitiont1ona except residential 
construction shoving vide gains, as will be seen in the tollov1ng 
t able: 

Rea1dent1al 
lion-residential 
Public vorlte 
Ut1Ut1ee 
Total 

June 1942 

18~Milliona 
568 
203 l,m 

June 1941 
ot dollars) 

206 
200 
100 

~ 
The non-resi denti al t otal included manufacturing buildings 

aggregating $272 mlll1ona. Contract s t or •automobile and alr­
oratt• building const ruction r ose t o $90 millions, while 
chemical construction work Jumped to $65 m1111ona, 
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pcJI TBI PR!ll8 

~~ !. DaY1oo, ~ ~ tho P1"oo1cleot'o c.-itt.ee 
on Var lltl1ot AoUY1t1oo, tc4q ouJmtt.d to tho P1"oolcleot a,.... 
~. tho text ~ v!llch tollovo 1 

"T011r c.-itt.ee co Var Bello! "'-11• reopoottllll7 sub­
alto U>o toUov1Ds report. 

•In tbe torei,f!11 rellet field, s dosreo ot no.eeea hu 
boon ochl .. ed 1n reducln;! tllo mliOI>or ot _..,leo and ooordlnotlna 
tho aot1Y'it11a ot thoeo rtJZDa1nin8. The nl.lmber ot e.ct1YO torois;n 
reuor agenoloo lo nov epproxtmo.tol.T }()() .. ·~Viti> ·-
700 or 100ro durlna U>o peo.k porled 1n oarl.T 1941. \lbllo thte 1o 
a dot1n1te !JIIprOvo=ont, turtbor coordination anA ooneol144t1on 1a 
dooiroblo In tho public 1ntoroot. 

"Pundo and contribut.lono 1n kind rlliood b7 agenoloo rosto­
torod Y1 th tho Dopor-..t ot stoto trao tho l><·stnntna ot tho var to 
t11o an4 ot Mil¥ 1942 have tot.aUod <m>r $71,000,000. llur1n6 tho oomo 
period othor toro1811 roller ageno1oa rlliood o tot.al ootl>l6ted at 
~1000,000. It ta o1gn11'1cant tb•t tbo -.cbln1etrat.1Y& end other 
cooto ot tllo _..,loa rostotorod Viti> and oui>Joot to ouperYiolm h7 
t11o ~t ot Stato hove a~ Oftl.7 al>Oilt 10 poroont ot total 
rooolpta v!lllo tllooo ot otller toro1811 rollot agonolao ho.., o~, 
co tho baolo ~ ooc:r:Mlat 1Dca::p1oto inton:atlco, ;,o por<:ont or 1:10r0. 
It II aloo olgoi!lcant that adl:dnlatratln <tJII>OMOI ot tllo lottor 
sroup ban lbown an e.pproc1&blo docrouo e1rlco tho Proe14ent'• Cor:· 
111ttoo rc>q1101ted porlodl<> repart.o trco u. ... , ......., tllouaJl tho Comlttoo 
bu 'boon ablo to oxorctee CllllJ' a4:r1sorr 1\q>CrTilion. Tbo proeont 
rat.o ot collootlona by torot.sn rollot e.gonotoe, otbor thon tbo Rod 
Crooa, 11 eubetant1al.l7 bolov tho peak, vttb e rooul.ttna tncroaao 1n 
tho porcontago ot ovcrhca4 c:oeta, b\lt tbla doorouo 1n collocttona 1e 
tor aoro than otreot b1 tbo inOrouo 1n domoeUo rol1ot oolicttattooa. 

"!1'1 the d.cmoetic roUof' and voltaro tiold, tho ontry ot tbe 
th\itod Ste.toe into tho vor has quit& naturl!l.l.l.y roovJ:tod 1n tho oate.b­
l.iohmont or a very large n~or of' new agonotoa appoaltna to tbo 
publie tor t\&n4.e end. contributione tor tho rollot an4 wltaro ot 0\U" 
ovn otriltan po-pulation end ermd torcoe. AI thoro 11 ot proeomt no 
contrel regiatre.tton or othor regulatol7 author1t.71 t.hoeo orpnha· 
tione e.ro ou.bJoot to no coordinated. eu;.ol"T1e.1on or control en4 even 
tbo1r numbor c.on Cl.llJ' bo eatil:etod, 

"'VbUo e.otuatocl b.T tho bigboa;t. h\JII:III.Di torian 110ttne, thOtlo 
e.acmctae tond. to dltpllce.to oaeb otbor'a ottorte c.auot.ns publlc eoo­
r uoton an4 uncorto1nt.7. tfl>4lm cCICj)Ot.1t1on _,. thCDOOh"• an4 bo­
t._ thoa and tho !<tr01811 rouor ogcnclao 1«>04a to a vooto ot 
!inan<>lal rooourcoo .,.,_ ~ and thuo toodl to ~r tho natla>al. 
vtU" ottort. 'l'hoi"' 1a a la.ck o't corrolatton 'botvooo \bO ~ at 
tho prlnto ogcncloo 1n both tho ~ot.lc and torol811 roll~ tlo14AI, 
.,.,_ thooo ot tho Red et-ooo and ot tho o.....,..al go'tO,_,t.al ogcncloo 
oaneornod Yith various pbaooo ot rol.l'lf and voltoro. 

"Certain 1lzlportont obJoctivoa ot tbo Coaalttoo bavo not eo 
tar 'boon aco()l!U)Uohod, bocauao of la.ck ot au.tbort t¥. Thoro ~' 
aa 1n41oatod abovo, two icporte.nt taotora ottoottna notion&l \11\J.tr ot 
orrort t•• thoeo t t.mce ot emorgency·· (a) tho public 1a oubJoct to 
aol1o1tattcn trom tor too maD3 agcnctoo roprPDtlna tm oxooaetve 
.,..1111t oi' dupllc&t 1on and (b) tho 11.m1tod OliiOunt ot loadorohlp thot 
oxiate tor oharitablo, voltare and Covoro:110nt. ver bond c::011;16J.gna is 
over ly occu,ptod and 1 t a etteettvonoao eor1ouol.)' dlm1n1eho4 and 
dloolpatod . 

"Tbo C.C.Uttoo bolleTOa tlle.t t.hoeo facta oall. tor a contral 
author! t.J Y1 th pnoral Jor1edtot.loo and pov<tr'l to brln;! about c1Xlrd1na­
tlon Cit ortort and ollll1nat.1o:> ot dupllc.oUon and vuto. Purouant 
U.....to, t11o Secr<>ton ~ Stato, upon vbooo re<>..-odltlcn thlo Coc­
a:l.ttoo vao orl~ e,ppo1ntod, has euegoato4 that, u tbo 4.cJceat.tc 
roUot t1ol4 to 'ftO'V 4ce1nent., it. vould bo 1t1 tho nat.imal tntoreat. to 
CCG80l1d.clto, in web a contnl a&~tbor1t.7, aupoZ'Tiaicn ovor both 
4aaoat.h. Gn4 torote:n roUet egcnctoe, l.DC1\&41na tbo &4Bln.1atro.t.tan ot 
Sect.lcn 8(1>) ~ tho Nout.rallt.T Act, 19}9, nov vootod In tho So<:rot.an 
ot State . 

( 

• • • 
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"nte -ttee roc-., tboroforo, tbat ..s.q...,t. _. 
bo ul..,.<od. to a ...,tral owtborit<T OD!. ~te tbat tblo ~t bo 
~ b7 tbo 1- Oil on -ln Clrcl.ar, 

IJI..,c-...o 111tb tbo roc-u ... ot tbo c-t- tbo 
Prool lloDt baa 1181»4 on-... arar, tbo toxt Oil .tlloh tollowwt 

IS'I'Al!LISIIIRI 'I'IIE PmiBIDI!IiT'B IIAil Rl!:LI!7 O<JrmOL BCWlll A11D 

IIPUIUNG :r.rs J'WC'l'Ianl AIID MlBB 

B7 'rlrtWt ar tho au:thorit-.7 veato4 tsn 1110 b7 tbo CC'm8t1tuttoa 
OD!. -tut.o• Oil tbo Un1t.od sta-, ao Proo148Dt Oil tbo lll>lt.ed Sl;otoo 
ot A:lorl ca and C Mnr-1D-cb1o:t ot tbo Al!'fft/ an4 JlaY71 'bocauao of 
- •a-too attooUt>s tbo oat1cml oocurttr Oll4 4otoneo, Oll4 tor 
tbo p..._ ot oootroll1Jl6 In tbo public lntorNt oh&r1Uoo tar 
t<R'0'1SI; «D4 4caort1o rollet, robabilltatton, rooCXI.Itl"\aaUca, aDd wti­
tezoo Arlatns rna var-croato4 neoda_, lt 1e borob7 CR'44rod. ... tol.lov&: 

1. 'l'bo Proa1dm:rt'e Coa::d.ttoo oo Var Rr~Uot Aaonctea, 
e.wo1nto4. b7 ., on March 1}, ].911.1, 1e ho"b7 ccot-1nuo4 en4 oatab­
ltahed ae t.bo Proo1dont'a Var RoUot Control Boerd, hor.1nafl.ar 
Nforrod to oo tbo Boord. Tho Chaircen Oil tbo Boord lholl bo ro­
oponolblo to tbo Proa148Dt. 

2 . 'l'ho Board i a horoby autbori&od and om:povorod .. -

(a) to contN1, in tbo lntoroot ot tbo l'llrtl>oranco 
or tbo var purpose, oll acatc11:4t1ono, 04l.oa or or or­
foro to aaU morcbaDdJ.eo or aorvtooa, coUoot1ono and 
rocolpto on4 41otr1buUon or 41opooltlon ot tlm4o Oll4 
oontribuUcno In 1dn4 tor t.bo 41roct or l>;>llod purpooo 
ot (1) cborlt loo tor torolsn Oll4 ~ouo ,..liot, ro­
habllitatlon, NCOMtr1lcUoo Oll4 voltaro ar1ol.n6 rr­
var-croated DOeCl8 1n tbo 0n1 tod Bte:toe or 1n toroign 
"011Dtr1oo, (2) rotugoo rollot, (}) tbo roliot ot tho 
clrtlleD populatloo Oil tbo Un1tod etatoo attoo<o4 b7 
._ actlon, or (4) tbo rollot Oll4 veltaro ot tho 
8l'OI04 tGrt>Oo ct tbo 111>1tod Btotoo or ot tbo1r upoo4-
onto; !'r9r1clod, tllat tho powro boro1n OODtorrod oholl 
o,pp!J' 001¥ to oct1 rt t1eo eoocornod 41N41;1J' V1 th var 
roUot M4 wltaro put'llOeOO on4 ohall net oxton4 to 
l.ocal cht>r1tablo 04t1rttloo ct " ~ Oll4 .. ua1 
oharact.or nor 1n elJ.¥ ca.oo to 1ntra-at4to aot.1T1t1oe 
otbor than thooo il::::l::lod1atoly e.ttoot.1na tho war effort; 

(b) (1) to Pl'OT14o tor t.bo rostotroUon or licona· 
11'16 ot poreano or eaonctoa ot'\8A6o4 1n ouch Mt1Yit1oo and 
tor tJJo ronoval or cencoUation or ouch rog1otrat1on or 
lloonooo; (2 ) to rog>Wlto and coor41oato t.bo tlmeo on4 
amounto ot t'und·ralol.na o.ppoo.J.o; (}) to 4otlno on4 
~•to ot.bico.l otondordo ct ool1o1tot1cn on4 oolloo· 
tlon ot t'urld4 on4 ccntrlbut1ono 1n lc1n4; (4) to roqulro 
occounte ct roco1pto M4 o>q>on41 turoe 4lll.7 Oll4 rolla!>!¥ 
&u41to41 eb1 su.cb ot.bor l"'C--1"9 an4. roport.e aa tbo Boord 
""1 4oca to bo 1n t.bo public 1ntoroet; (') to ol~to 
or t:oorso web agonc1oa 1n t.bo 1ntorooto Oil ott1o1CIIl07 
- -~ - (6) to tam web etopo .. ""1 bo ,.. ••• 
Ml'7 ror tbo protoct10D. ot oeeont1.al lOC*l obarltloa; end 

(o) to proocribo web ruloo on4 f'OIIllAtl""" not 1ncoc­
alat.ont. vttb 1..mt aa tho Boe.nl 'OIIJ.7 doto:rt:tl.M t.o 'bo necoaeat'7 
or 4oa-trablo to cerr"7 0\lt. tho purpoooe ot t.hl1 Cl'¢or. 
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). The provio1ona ot section 2 ot thl.a On!er shall no~ 11'1'1¥ 

to (a) the .l8ric.\ll Notional Rod c ..... o or (b) eat.oblioi>ed ,.llc:l'"'" 
bocliu .ohlctl ore not 1ndependen~l;r carryinc out 1n7 or <111 acth1<1u 
opecHie<l in eec<lon 2 or thu Onler. 

L. Under the authority P""" "" b7 Soo<ion 1) or tho Joint 
Resolu~ion or Congreoe approved Nov.,ber L, 19)9 (5'11 Stat. 8, ll) 
411d 'Title I ot tho Ftret. liar Powers Aot.l 191.11 approved December 16, 
19hl (Public Law llo . JSI•, 77th Congreeo , and pur5Wln~ ~o tho eusa••­
t.lon of the Secretary ot Stnt.e, it. 11 ordered that the 8da11\1.ot.mtion 
of aey ond all of tho provisions or Section 8 (b) ot tho eoid Joint 
Alasolutian relati.na to the collc1t.at-1on and collection ot tund.a •nd 
contributions tor relief pw'}:!O~es, heretofore by ae vested in U.• S.Cre­
t.lry or StAt.e, be and U hereby is t.ranotorred to t.he said Board. lll 
rW.es •ni nculat.lont ard to~ wttlch tavo been is~d b1 t.he S.cret.a.J')· 
of State puno.IAnt. tO tha proviSions ot 1&14 Section 8 (b) ard which 
•re in etteet. thAll continue in cttcct unt.il cod.1tied, euportodecl1 

revoked or repealed by the Board . 

S. Any And all JMtters within t.h• jurhcUctlon of SAid Bo<lnl 
'Which may be •tt~c,t.ed. wit.h a question r.lo.t.1ft6 t.o tiKI: tore1sn poliey 
ot the GovommC:tlt ot the United St.D.too in coMoction with the ldlainh­
t.nu.1.on ot 1.he pow~ra voet.ed in th~ Board by th.l.s Ord.er shall be deter­
aintd only &tt.er conference wit.h the Secre1.ary ot State, to t.ht Wid 
tmt aey ect.ton with retp«:t. to auc:h a.attt>n ltlall bf' eonshtmt. with 
the r ... cdcn policy or t.h• United Staus. 

6 , ?or th" pUI1)0se Of L'COOOIJlY 1.n AdJiinbtnLt\on, thl Board ls 
auLhorlted to ut.Ui~o tl..., services of avo.ilabla 11r'1d appropriate per .. 
eoMol of the Dcpartlll(nt, of Stote and othor Oovcunmmt dep41rtment1 and 
ogmcios and such ot.hor at!rvicos, oquipnont., Md fo.cilit.i co as m.'ly be 

mado a.vailabl9 by tht-so dcpe.r1:..rm!!nt.4 ond oemcios . 

1. For t.ho purposo ot ettect.tvoly carry1ne, out the FrDVtaiona 
or t.bis Ordtr, t.ho Board my r oqlliro t.hu. nll war rclie! and • •ltvepallc1•s 
p.l.ans. Pl"'CZ't'IM, procedutt>s one! athods ot 'i'Olu.nt.a.ry •a~nctt"a be coo~ 
d.in&t.od. and 1nwcrot«t with t.::¢Sc ot' \.h· ac:verel Federal dep&rtccnt.s, 
eat.abll3ttoent.• end ag nc1e3 and t.b' A.ooricm Rl:rd Cross; ard 4.11 t.heee 
orcmlbQtioTl6 sh.'\11 furnish rrom. tJ.me to t.l&o Dl.l:h ird'orm.\tlon as t.ha 
brd My cons! dor nl,ICOSG.ary tor GUCh ))UrpOtitl& • 

8. Tho Boord tholl !rom ti~ to t.i.m.u tmbmlt. to t he Pr<:aidun.t. 
ouch reports and reoommcndat.ions rvl!nrd.inu wnr charitt.:s. relhf tt.rd 
..-... ltare in torni&n eountrlca and 1n t.ho United St..atea and tho rela­
tionship ot public c.nc1 prlvat.o orpn1.Ut.1ona, r t.a.OI.U"Ccs and proaraaa 
ln these and J"'t;l.n.t..(ld (l".lds, a!! t.ho public lnUI'\.st co..y 1"tlqU1ro. 

9. 't'ho ac:bore ot too Board shAll IOI"'t. a& such wh.hout COIIIpellsa­
t.lon. but s1'all bo e1.t.l.tl.Jd t.o MceU4l')' t.ro.naport.l.t.1on, subtilt.mce, 
am otoor expanaoa 1nddcnt to t.hv portora•u'ICs ot t.I\Cir dut.1oa . 

10. This Ordor thall rQM1n in torco during tho con\.im.uua:e: or 
t.hf.l present var "n:1 ror s1x mot1t.ha o.ft..t.r t..ho t.om.imtion t.hc.reor, W'l• 

lees revokOd by Prca1dont1U order. 

T liE ln!ITE JltiUSE, 

July 2h, 191>2. 
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YAitlll«mltC. D. C. 

J'uly ')!7. 1942 

-
A GIIDA 

'l'bere 1a attached a br1et report OD export UoenMa 

1 .. uec1 to the 8Jt!D•7 !tDaa Coapallf allowinc eh1J*1nt& ot oer­

tain druga to Latill .&Mrioa. 

It 1a requ.atecl tb&t aaob attaotecl acen01 arranp 

to ban a...U.ble such addition&! intorMtion aa it -r 
ban bMriDc on the puarel aubjeot ot drug axporta to 

Latin a.rica, and partioularlJ export& b7 the 8Jt!Da7 Roes 

Coapall7· 

Attaohunt 

118 

Regraded Unclassified



SECRE 
July 27, 191.2 

Exportt lieensea f or drugo to the Sydney Roeo Company have been 
to noaiot that company in maintaining ita trade war in Latin Amar1ca 
aaninst llnzi controlled producers and distributor• of pharmaceu~ical 
goode . 

Tho salient facts in the matter follaw: 

1. The company's t r ade war ia being waged mainly against the 
• Ooman aop1rin and caffeine eo:apound called "Cafiaapirine", Sydney 
Rosa cO"!j)Oted 31:ain•t thia 11COCI:llerc1al swaotil<a" with its """ asP,l.J,-in 
Mel C4ffe1ne ~ called "!!ejoral• , 

Al'Pf.I'MtlY ito trade war strategy has been expertly conceived 
and visoroualy executed. The June iesuo ot •Fortune• gives the c<lll­
pany a big "hand" tor its aggressive ca:opaip;n . The article deplores 
tho GovorBOent•s lack of initiat i ve in not itoelt seizins the oppor­
tunity to strike \oigorously at I. G. Farbon thro-~(lh the SterliJ1g con­
trol led coopanies , 

2. 1n Way of this ;rear Sydney non faced an increasingly crit­
ical su, ply problem, and requoatcd BEll' to expedite tha licensing of 
the comp:1ny•s r.tin:lmum req1liaitas of aupply a.'\d shipping. 

Sinco the $ydney Ross COr.tpany had ori &inally been part of t he 
I . 0 . Farben cllrlol group, a meetlng wne promptl y called of t he 
interootod agoncieo to review the status of the Sydney Ross Company 
Olld to decide nhat , if· any additional aid should bG extended , The 
aeet1n& held on June S, 1942, nas a t tended by raprcsentati ves of the 
Tr<>asury Dcpartr.tent , the Depart"'ent of State , the Coordinator of Inter­
k:orican Afta.1rs, end the Allan Property Custodian • 

. Is a roslllt of this oeeting - at ..taich tl:a cOr.tpany r.as given a 
subst:Uttially cloan "bill ot health" by the ?rollSury Dopart::tcnt<> - a 
dceinion was reached to.extend fUrther aid to t ho caopany in its trade 
war, 

* A 500 page investigation roport of tho Treasury Department com­
plated onrly in July concluded that in sonornl and subject to investigation 
of purchasers and personnel abroud tho Storlin~ Products eroup "has appar­
ently made a sincere effort to fill its obligationo under t he Representa­
tion• it mdda to the Foreign funds Control CO!'lr.littca on August 15, 19U" • 
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) , Attor this decision, tho CC!IpaJI1'a a:ppl1cations !or addit1
01111 export licenses were gra!tted~ ~ TIIc!" elllat it<IU invQlved were the acet)'l 

oallcylic acid and caffeine needod by Sydney Rose for "'!cjoral• , the b1c 
ccnpotitivc ite:o against the •1ailar Gorcan compound "Ca!iaepirina• , ftlo 
11consos also CO't'Ql'Od advertising JUtter, labola and otJ1or •terialnece.­
fllr)' in the at!ccti.-e sales diotributicn ot "Uejoral• • 

' 4. Tho decision to grant tho l icensee ObYiously involYG<J c~ 
ations of economic warfare aa lfOll ns tlloao o! roquiromanta and 8UpPl1oe, 
South Amorica b bocaning incroasin&lY dopondont upon ue f11r drup, H­
over, tho an~ounta act&uiy licenood lfOro rlithin tho quantities indicated 
for oxport to tho oountrioe 1n questi on by the ·Drua Br41\tlh ot tbo rrar 
rroduot1on .lloard • 

.s. In adopting this proftr~ of incrouod aeeiot.nce at tho i.ntef­
dopart.owntal conference on June S, it 1'IU epcc1ticall,y understood: 

a . That the s,.lney Ross Comf>OliT TrOijld .k4ep tho Board 
tully infomed at all t.l.oos ·as to its oporations, 
act1Yit1ea and affairs; and, 

b . That sim.lar ll1.d ~ bo cado aV3ilablo. to 8D7 
other American COC!pnnica 1n 50od standing, engaged 
or proposing to cngago 1n silallar oconoadc warfaro 
agllimJt Axi8 fims in Latin A.'!lerica . 

. . 

-
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ASPDWI (flblet,t and 'ttl Jr) 

Liconeoe Oranted !or Export to Lntin~orioa 
J3nU4rY i, 19~to D&to 

P?und• Pounda 

Jnnul\l'y 2, 700 

Fr:.l'ruary 39,894 

Uarch 147,454 3, 5'00 

A!>ril 7l,336 

HaT 34, 262 

Juno 3 ,S5'6 

July .!!!!.&!E. 
TOTALS 343,35'9 

* )~ months' supply 

Tho Drua Branch, ;oar Product ion Board , hu indicatod that axporto should 
not oxccod 5'0,000 pc>lmda a month , Me! 11lao .an additional annual roser"t'e 
or 200,000 pounds could bo <>ndo available . 

. . 
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JanUAry 

FebrUAry 

J.!..'U'ch • 

April 

Juno 

Ju.ly 

• 3-6 roonths ' supply 

- IJ -

L1coneos Orantod 
to Othora 

Ounces 
--:---
L2,08o 

l 0l,IJS6 

167,889 

' 7$, )611 

lS6,6o6 

lal. ,l87 

2'6,8?0 

6l6,1J)2 

Ouncoe -

7) 

1, ))1 

3,69? 

) ,)67• 

8,466 

'lbe Drua Branch, !'lar Production Board, 1u1a rcqucatod that individual shi~ 
!DC!nte bo clGOl'Qd mth it. It is realized, howovor, t hnt 2 million ouncoe 
17iJJ. bo n~cdocl in 1942 in !.:ltin .r...cricn, but local 1nv.mtor1cs 'arc not 
accurotely knonn . Sineo April no quinino h.'\S boon a.xported oxeapt for 
antialori<ll control unless 1t 'l"llll C""'P<>Ul><lod in other IIIOdicincs and in 
stock prior to April . This is in strict COCipli.Mco rlth '\7ar Production Board Order No. 1.1-l)l . 
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JM\l4l"Y 

F'~bNAry 

U3rdl 

April 

!~ 

Juno 

July 

TOTAlS 

~ 

1, 472 

2, 873 

S,9S9 

S, 267 

2,190 

914 

402 

19, 077 

-s-

?SO 

l5 I 7SC» 

16,Soo 

121 

Tho cl\i'!oino content of COIIlPounds 1a not 1nc1udod 1n tho teblo . CCXIIpOWlde 
contn1ning 191 1bs. ot caffc1no WCl'O liccnsod t.o tho Sterling Product s 
~Y Md eubaidiarica during tho poriod . 

Tho Dn:a !!ranch, 11<>r Production Bonrd, hna indicatod tb:lt exports should 
not oxc<od 10,000 pounds oonthly. 

• J-6 aontlul 1 supply. 
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OAT& JUly 27, 

Of t icial British Statements on Internati onal Financial 
Ors anization after t he Armistice (Cable from London, 
July 24, 1942, lfo . 4124> 

You may be interested in the debate in the House of Lords on 
,Tuly 22, durin, whi ch Lord Simon gave the Government ' s views on 
the re~toration of the gold standard and the re-adoption of other 
or thou ox economic policies . ••. 

1 . In s~in0 up a long debate , the Lord Chancellor stated: 

"The mole object or our post-war financial policy muat 
be to do all that ia possible to give practical and lestins 
effect to the admittedly general lano~age of the Atlantic 
char ter .. . .• ! am speakin 1 with the authority of the Treasury 
when l say that it may well be that in the course of our 
co.n.non olscussions we shall find that new and rar-reacnTn 
nterna iona measures are ca e for . e o not inten to 

0e bound b the or Ehodox1es of the nine teen Eh centur • 'ile 
Sla , at al t mes , e read to on w our a ies 1n 
•·onowine a course wh c may be , as ar as past exper ience 
oos , comparatively uncharted,if it is ~~in ~ to lead us to 

the _reater welfare of all t he peopl e whom the Atlantic 
charter seeks to serve . " 

tne ~ord Chancel lor quoted frequently from the ~re sident's fifth 
rt.ort to Convress on Lend-~eaae oper ations, thu concluding paras r apha 
or v.hieh develop Article VII of t he idaster Lend-!.ease Agreement as 
follows : 

"All t he United Na tions are seeking maximu.'ll conversion 
to war production, in the light of their special resources. 
rt' oach country devotes roughly the aamo fraction of its 
national production to the war , then the f inancial burden of 
war ls d istributed equally among the United Nations in 
accor dance with their ability to pay •.• ·." 

) • ln anawer to a direct question from the floor, askin6 for the 
rov~1-1n~ opinion 1n Treasury and bankin~ circles, Lord Simon sa i d 

th•t •O baa heard •no Whisper and no echo" of any intention to 
r PO~t t 'o return t~ the ~old standard after t he end of this war . 

• The pronouncement on Uhe 60l d standard is similar to pr e-war 
statements . l ore 1ntercstin 1a Lord Simon ' s emphasis on joint 
An .lo- Amurican policy sta tem~nts , which ind1cnt~ that t raditional 
canons of interna tional f inance will not interfere with t he British 
,ov r 10nt • s r eadiness to tat.o cooper& ti vo action i n order to attain 

u•lrb~ objectives . 
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Secretary of State, 

Washington. 

4124. July twenty-fourth. 

PLAIN 

London• 

DateO July 24, 1942 

Rec 1 d 9 : 30p . m. 

1"0!\ ::: P ARc ;<~E:!lT AND TREASURY F'ROl< CASADAY 

In Ll.e !lo•.se of Lords on July 22 (where the 

debrtee of lete hpve 11ttractec.l more a ttention than 

ueurl) t l:or e I<I'S a discussion of poet-war f1nnncial 

problems . In the Lord Chancellor ' s w1nc.ling-up 

speech, t wo 1r.:portt>nt declert~tions wer e mrc:le , be­

s i~ee a number of s1gnif1c~nt r ef er ences to ~nc:l 

quot r tions from the Preeic:lent'e f i fth r eport to 

Congress on leaee-lenc:l operPtione . The official 

r eport of the deb~te, which cov~re 40 pages , is bei ng 

forwrrded by eir pouch . The following ere the mor e 

i mportant points from Lord Simon's speech: 

l. During the deba t e , Lord Strabolg1 asked the 

Lord Chancellor t o reply to a direct ques tion rs to 

whether there is •any ~nker1ng now in treasury 

circles - meani ng benking , finAnOiPl end money-lending 

circles 1n the city who all work together - for a 

r eturn to 

• •• 
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-2- #4124, July twenty-fourth, trom London. 

return to the gol d standard after the war• , He also 

urged that the dollar and pountl must be l1nked to-

gether and said thet the policy mus t be an informational 

one and •should be under close study now and the results 

be cade known to the people". He added 1 I hope this is .• 

not bei ng d iscussed in secret treasury conclave, as 

Lord Perry suggested, but as openly ae possible between 

the l eade~a of the great alliance•. 

Lord S~mon , in h1s repl ying speech said that Lord 

Strabolg1 iutd, as he was entitled to do , asked him a 

speoific ~uestion , which he would answer as well as he 

could . The Lord Chancellor continued "he asked this 

question: is there any prospect of ow· returning to the 

gold standard~ Now, I am not a prophet or the son of a 

prophet, but we have had our exper i ence of returning to 

the gold standard last time . Thtt experience did not 

turn out to be a very happy one , and I have heard no 

whisper end no echo, from these secret conclaves on 

which the noble Lord looks with some suspi cion , of any 

intention to repeat our former experience in that. 

matter . I trust that thrt will be regarded as a 

straightforward anawer; I can hrrdly be expected to 

soy more• . 

2. In the 

( 

• 
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2. I n the course of the debate , mor e then one 

speaker , and in particular Lord Addison who opened the 

deba t e , and Lord Strabolgi later, etreeeed the lmpor-
• 

tance or r ealizing that ther e should be no going back 

143 

to the pre-war tlnanci al system. Lord Si mon made the 

following statement regarding this: "The whole object of 

our poet-war financial policy must be to do all that is 

possible t ~ give practical end l ast i ng effec t to the 

admittedly general language of the Atlantic charter. 

Lor~ Strnuolgi l'~ ieed a question, very naturally, as 

to whet her we were after the \·lnr 81mply going t o r eturn 

to t~~ ole ways end to employ the ole me t hods end l i mi­

tations in economic policy . Let me try to answer that 

in o sentence or two . I am epeoking wi th the cuthority 

of the Treasury when I say that it may well be that in 

the course of our common discussions we shall find that 

new end fer-reaching international measures are called 

for. We do not intend to be bound by the orthodoxi es 

or the nineteenth c<lntury. We shall , at ell times, be 

re~dy to Join with our elliee in following e cours t 

Wh1oh may be , as far as past experience goes, compara­

tively uncharted U' it is goi ng to l ead ue to the 

greeter welfare of all the people whom the Atl ant ic 

e~~rtLr a~eks to serv&. 1 

3. I n hiS 

{ 

.• • 
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3. I n his speech, the Lord Ohenoellor also laid 

p~rticuler stress on the passage in the Presi dent's 

speech regarding equality of sacrifice eo f ar as the 

coney cost of the war ie concerne~, as well as to 

rrt1cle VII or the l ease-lend egreement, stati ng with 

regard to the President' s reference to this exticle 

thP t here the President is 1 mPk i ng precisely the sece 

tffirmet!.c.n es I have ventured to Ol'ke on belu\lf of 

His MeJesty's Government this efternoon• . 

aes1<'.es E>lso r e f erring to recent pronouncements 

144 

of Mr . Wellece , Hull, Sumner 'ilelles , the Lord Che.ncellor 

welcomed in leudi t ory t er ms the visit of Mr . Stett1niua 

on behPlf of the Government . 

4 . With reg&rd to the ~ebrte i n generPl, i t ie 

perheps noteble thPt, though ell the speakers, nemely 

Lord Ad~ison, Stenhope, Percy, Koyne, aennett end 

Strrbolgi, st~ted thet they spoke with diffidence to c 

body whi ch includes meny distinguish&~ finencial ex­

perts , none of the 1 financ1el experts " contributed to 

the debete . Notably Lord Keynes , Kindersley p.nd 

Wrrdington for exemple , were ~bsent or silent. Never­

theless the feet t het such t debr t e WPS h~ld in t he 

Houae of Lords et thi s time is e i gnificrnt . It mFY 

not be s coincidence thet such en opportunitY wes 

efforded to 

( 

• • • 
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- 5- #4124 , July twenty-fourth, from London. 

rftorded to the Government through the Lord Chancellor's 

speech 1n reply, to of fer an oft1c1el response to the 

nu~troua recent speeches by Amerlcrn etrtesmen which 

hrve r eceived wide publicity here Pnd hPve prompted 'rt 

lePat one Journel - v1~. THE ECONOMIST on July 18 - to 

deplor e the Pbeence (up to thrt time) or eny off1c1Pl 

response on this side . In fpct, Hercourt Johnston 

(Prrl1e!:!mtrry SecretPry of the l!o~rd or Trrde) end 

i~ . Eden hrve since meoe speeches which orn be regero ed 

es r.dll1t1onPl off1c1el expressions on oueetlone of post-

wer econcmlo elms. 

WINAHT 

csa 

( 

• . -
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'tA&a f. .. ~ St&\.ee Dollar• H t.etaM 0\ataU a \M tfalc..t ! tet•• (Ma\) 
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Sales or Cao..U.C booda with a foreicn ~ hatu. acco.mt.d 

tor $65 llillion or the totAl ewe of 167 a1llion ot c ...... sm boDde 

I.JI tho eix months endU.. 1n oro,. 1942. Sales of Dca1n1cn Ouar&teed 

Canadian National Railw~ i e.,..e :repreaent $35 a1llion of thu totAl, 

loloot of tbeoe were conoentrat.d 1n "three war' io.,..e pqabla 1n 

UoJ.ted Stateo or Canadian clollere or oter~. Saloe of ov.tetandl nc 

Dcod.Dian ioauoa of $1.4 ellHco and of prO't'ineial 1o ... oe ot $l.4 ld.Uion 

lll&ke up 110at of the remainder, 

• 

I t appears that there baa been a reappraisal of 1n.,.et.ent opporlo-

unitioo 1n Comada by United States investors (primarUy ~titutianal 

I.JI·, ootara) ai.Jioe the aatry of the Un1144 Statal into the war, lio doubt 

I.Jiteraal candit.iane 1n Canada u well u c:urteUed poaa1bU1t.1ea tor 

inveetant 1n other .tb"',_, cOWitriee wre f actor• 1ntlUODC1ng ~ 

thenecl <llll'kets end bi,.r prioel 1n the UoJ. t.d States t or h1ah grade 

Canldian iaaueo payable optionally i n U.s , dollera. 

With markets t&Yorable for trading, Canadiu inauranca ccapanill 

and others sold aubetllltial -...ta of their boldinflll ot CanedUD 

optional-pay iaeuee 1n the UoJ.. t.d States. DurU.. the Vi ctory Lom 

C~ iaporl.a!>t b1oee of such Can..Slan iooueo ,..re eold out of the 

depoaita of u . s . 1neurance e a.pallieo with the Recaher OeMral., to bl 

replaced w1 th Vi ctory Bonde , 

u. s . dollar forecast bei.Jig sent t hie afternoon. July 22/42. 

Enda . 

rtr , 

• .. 

Regraded Unclassified
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JUL 27 1942 

I ban goa a o•ar Dl'. Cul'rla' • -l"aadua on CIUUI41u 
atra1ra lblob 7011 aant to • 011 lu.l7 15. 1M probl_. be 
touobed UpOn are tollowa4 oloaal)' b)' tbe '!'l'a .. Ul")'. I 

ban reoantl)' hald a -•tin& 1n ll)' ottloa or rapr .. enta­
t1na or all tha ageno1ea oonoama4 •1 th the plao1D& ~ 
oontnota 1n Cana4a -- War, Ia.,., Raooaatl"\\ot1oa Pi.Daoa 
Ccrporatlon, tba llar1t2ae c~ .. loo, La114-I.eua 
Adalnh tl"& t1on, Wal" Pro4ua tlon lloal'd, the Boar4 ot ••. 
!conoalo Wartare, State DepartooeDt,&Dd tha 'ft"eaaUl")'. 

b dhouaaion at the -•tlng re.,.alad that thia 
Qoyern.ent, 1n pureuanoe or tba ganaral poliO)' laid 
dow in the H)'da Pule A&r•••nt, hae plaoa4 an &g&Ngate 
or onr tl bUllon or oon tl"&o ta 1n Cana4a tor 111111i tl011• • 
ablpa, or1t1oal tnd atratagio aateriala. A• a 
conaequenoe, Cana4a'• u. s. dollu poaltlon haa t.pro•a4 
during recant 110ntha md Cana4a a&)' oloaa the 0\ll"''&nt 

1••r .! th an orr1o1al gold and u. s. clollu reaena 
roughl)' aquiYalant to the uount halcl 1n 8ept•ber 1959• 

Caoa4a mtera4 tha wu with plcl aocl aYallabla u. s. 
dollu balaooaa aaJ"&aatln& t'90 allllon. r r .. ant 1nd1oa­
t1ona a1"8 that Caoa4a will ucl 19U •ith an ottloial gold 
and u. s. clollu reaena or t'50-f500 allllon -- or t1oo­
t250 alllion -re than on Jul.)' 1. 

It tha praaent trancl oon tlnuaa, Cenacla 1 • hol41ns- ~ 
u. s. dollua .. ,. reach a l..,al whloh would ba ell ttloult 
to ,Jiatlt)' undar praaant oiro\la&tano••· !be aituatlon, 
how..,er, h not )'at o.at or band. •• .!11 oont1nua to 
ntoh cl..,elopaanta oloaal)' eel •ill 1nto1"8 JOU 1r tba 
a1tuat1on ••-• to oal1 tor a aod1tioat1on or tbe 
purohaalng progru balD& our1a4 unclar the 11)'4& Pan 
Declaration. 

IID'I11'111t1da1 
7-2~-42 
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THE WHITE HOUSE 

WASHINGTON 

July 15 , 1942 . 

MEIJOR11NDUM FOR 

THE SECRETARY OF THE TREASURY 

To rend and return for m:y 

files . 

F . D. R. 
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..,_ ........ JatMr fll ,..._, •• 1"'· -.!e ..... . 
r- fll ._ ..... 11111 .. I ....... -' .... I ....... -' " ....... .... 
•• tl.-1 ..... "' .............................. ~ • • ... 
ou-. Oatane, ._ ... , .. .,... ... .,. ,.. • ·• et _,....... tnrlte 

dl<fer, el elM'" -r :..ttan at .... l,J1 1'"' • 2 

1r 5, 1'"' I~ 
16, 1,., ...,. .,, ~ ... ..,, n , 1111, 1,..., n. *• ••s.. 

•• le. 0 ., .............. , ......... .-.s.- ... .... 
u wtiiUI .. -· e. ....... ., -..... 1,-.." .. •• a e ,... 
rtW fer • ,_ :..t• .. it II hh-r .,, 1$ .. - Ort e1 elarl­
nrt. paar :..tten fll.., rr. 1"'· •• 

2 r ». 1"'· ,_, rr. 1'"· 
...,. )D, 1t11o _. ..,. a •r .-, u-o. ••• u '" .-.s• ,_ ... , ,_ an 
attoern ... _. ............ tt..a ... fill .. ....,. ......... -
..a 111'1 a 1 rw ....... 11 -..... 1,0., .u .. ...-A n. paar 
l etter .. • ._. fill ..... •• _, ...... , .. Orl el elwiftlt, 
...,, ...,. -.s.- .._,, 1t!'a. ,_..,.,_a • ~ •· ue 
ell~,...._ ...... .,.,... ........... _... ... .,..._ 
,WI ............. tus.-~. --· - .., •• ' ••• ,-.. ..... .. lllln•llll._..,. "• ..... ..., ... .....__._ • .,.,_ 
.......... ,.,,w • ,_ 1e, ... ,, ~ .,, 1"', .... rr. 1'"' 
•• I I », 1"', ,_,If, 1,., ..... JO, 1,... ... &wt I I ;., ltllo, 

It u n eons 111ea tM....,. fll ttoe'"' t'e :..t._ tl paa et 
,_ lt, 1~, •• , ... tM .-**"' -.r tM fll tM ........... 
et •Dl-, et .._ er -..., aMU llfflr '" .,. ... , • .,_ lr ,_ ,.._ ........ ,. ....................... 1_,. ............. . 
•tMrteM._ .,. .. , '" fll tile ua - fll II n, er ~ ttoe ...a, 
......... fir "a-' feU_,.. le tM ...-. II tM .a- tllln ttoe ...,... •• 
le ............. ~ ............ 

~1111111.__., ....... ,,w...._. .. ,..., 
.. t.n .... -.. 

(Si~~:ned) H. Mor~en thau, Jr. 

llas....,el a. II »• 
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• . . 
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M!!ltlaa L L , hrf 

~~~- la ..... ., lot"W fl6 II: F 1,, 1,-1, -.lH'-1 
a f- el Jottt. '*i411 l 40 oWl 1M ,.._ I .... ftoel 1M -
.... .-,... .. fl.-! ..... ., ......................... ..... 
.. 11111 .. , . . ............. ., ...................... ,.,....,. of 

-~ d"' lnl- lllwr, 

It .. ., 3 ., ..... ,... ....... P?ooSao .......... ,.. .... " ........ -· ... ... ..... .. ........ •. ... ... . 
-• ,...u.t tor lr ,._ ::.• .... ., II: 

7 

r a. 1,-1, .. "· -.. 
to .. .nt• ,.. ._, ,.. - •*ftoel 1M IU1$1UW. .. ll-.1 
... , II 1M -.lW ....... " -...,. ur a • lor 1M .... 
., ...... l,U, all ......... ,.... ...................... .... _ ............................... uu.,.. .......... -"'" 
...... led- .u- .... -*- ..... ,.,, ,, ....... ---
......... _,.., p a lalnleo ....... ~, ........ l'~? $i t 

1,-a, - ........................ - .. _., .......... .... 
-· .. .. _, .... _ .... Ia ... -,.... 1 ...... ., ., ' 11, 1,-,. 

It u ' ahsl ... 1M.._ of 1M ls;s 7 I'• Jott...," 
,_ II '- 1,, l,J', rea ., .. 1M JU 7 r tu 1M ., 1M 
le&W ...... fl6 .u-, .. .._or..._., *all ._a, .. 1M eetJoe 
..,_ lr,.. JU I 1 .. tM fa ................ 1M l&lftl' .... ...... ,. ............................. ., .. , .... ., 
''-•· - ~ ... --.. ~,_ .... taU~ ... ... ....... .. .. .a--- .......... lo ........... toll~ lo ........... 

......... _Nioolltfl6 ...... » Yhrtw .._,, 
lowten, .. t.a. 

-.~,...... 

(8i~ed) H. Mo,.,...,thou. Jr. 

Is u~ fill tM .. I J• 

• • 0 
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\IAS!iU<lroli 

COHIDI!liTUL 

tne Honorable. 

The secr etary or the Tr•&IUf7· 

Dear ~tr. Secretary: 

In r egard to your letter ot Jul¥ 24. 1942, 
I am able to a dvise you •hnt tho Air Force will fly 
the gold from Nome, Ala aka to Denver, Colorado. How­
ever , it ie believed eesentiel tb: t a rcprea~.a.tative 
of •h• Treasury Department acco~pany thia !li~t to 
•alee chcrge of tbe ahiJll!lent . 

I will appreciate i t if you will advi oa =• 
ea to the name of tata repreeentat1ve. 1 bel ieve that 
tni1 ropreaentativo will then be ablo to arrange all 
later dot aila regarding t hit !light 41roctly with t ho 
Air Force autborit1ea. 

S1.a.cerel1 youra, 

1•1 Roary L. St18aon 

COllloim:J.TIAL 

Copy:vw:o- 12-42 
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tho aceo1111t of tbe Searo\uT af tbe ~ ot tbe Ulitecl Statee b7 

ordor of tlle Ocmo..-t of tlle QUOD ot So'fUt Sorl.elUt Bopablica. '1M 

cold coota:lnecl 1D Ul1a e111.-t u to be o,ppH..t aptu\ t11e -t ..u 

t ot JaiiMI7 3' 1942. n- .._., - r.da'&l 

i!oHrn Bull: of N.., York to o-llllicate w1 tll tbe State Bull: ot tbe 

U.S. S. R. , lloe<loor, Nlat.1ft to uq apc8N wbiob U M:1 1DCIII' 1D c01l-

.. ct.10D with tbe ~ af U11a cold• 
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TREASURY DEPARTMENT 

INTO 01'1'143 COMMUNICATION 

DAft 

July 27. 19~ 
· Secretary Joraentllala 

J. W. Pehle 

You aay be intereeted in the follovina itea 

broadoaat by !otyo rldio ud picked up by the Jed.eral 

Coaaun1oat1on Ooaa1ee1on'• aoD1torina eerrioe. 

!otyo radio ear• today, July 27, i1 really 

the flret ann1Teri&I'J of the war betnu 

the U. s. aDd Japan. !he Japaneee arr1n 

at th1e . oonol~ion by altei1na that •it 

ftl on th11 day that Japan wu eubj eoted 

to the frees1q order wh1oh out off loq 

etud1DC ( ooueroial) tile between till two 

nationa ••• •• aad waa actually dr1TID into a 

nate of war wUh ne u. 8. by aone other 

than the crucial declaration of Prea1dent 

Rooeneu• . 
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Pre sent : !.lr. Bell 
Mr . Haas 

July 28, 1942 
9 :15 a.m. 

lo!r . Buffington ... 

168 

1.3t. BELL: Yle will need two billion t~To hundred 
and f ift.Y million dollars of new money in August, and 
that is based on the assumntion that we nill get one 
billion dollars in Savings' Bonds, three hundred million 
in tax notes, and five hundred million, Treasury bills. 
'/e recentl;r sent out a telegram to the chairmen of the 
Victory Fund Committees askinc them for their suv­
~estions on the August financ1ng, and if they wsJ;ted, 
to give us some i deas on the full three months . I can 
r,ive you sCI' t of a summary of that if you would like 
to have it. 

H.M. JR: Yes, I would. 

1R. BELL: TNo and a half percent, •62- ' 67, it 
ITas suggested by Boston, !lew York, Philadelphia, 
Richmond - well , all of them except one - that we 
reopen that issue, and the estimates ran anywhere 
from fivo hundred to seven hundred and f ifty million 
dollars. 

H.U. JR : 'That is the so-called tap issue·? 

~~ . BELL: That is the so-cal led registered tap, 
yes . 'lhere were some suge;es t lons that we reope~ - that 
it be made available for estate taxes and that 1t be 
ronde e. coupon bond so that it could transfer f reely in 
the markets . They said there 1·re.s a eroat deal of sal es 
resistance to the reeistered security. Now, we have 
an amendment to the ci rcular drarm l'lhich would permit 
i t s acceptance or its redemotion, rather, in connection 
11ith the estate taxes, but Gcorre and I both feel that 
to mako it a coupon bond r.ould certainly make it sell 

Regraded Unclassified



- 2 -

a good deal higher on the market, and we ought to 
give consideration to extending the term f rom 162 -
•67 up nearer the ' 67-' 72, wouldn' t you say, George 
maybe not quite that. But we don' t think that ought 
to be done. 

I!.Lt. JR: I don' t think you want to sell more of 
the same one--

l~. ELL: You do, you say? 
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H.U. JR: I don' t ; I think if we make it a coupon 
that the price 11ill be too hi:",h . 

!.!R. HAAS: Yes. 

H. tr. JR: Why would a coupon bond sell - you mean, 
with no limitations? 

MR. BELL: You would have a limitation that the 
banks couldn' t own it, but how you would police that 
would be through your supervisory authorities, whereas 
nort we police it through our registered records. 

l~t. l!A.AS: It vtould be difficult to tell a bank 
examiner that a bank couldn' t hold United States Govern­
ment bonds. 

L~. BELL: Practically all of them sug~ested that 
you do your August financing, that is, your cajor finan­
cine, by a certificate of indebtedness from six months 
to a year . ~to or three of them suczested - one of 
them sue3ested three-quarters percent, J.:ay 19~3 ; and one , 
seven-eighths, August ' 43, but they all practically 
sue:,ested a certifi cate . 

Philadelphia suggests that l'te increase bills f~om 
four hundred million dollars - f r om three hundred f1fty 
million dollar s to four hundred million dollars in August 
and raise them t o five hundred million dollars a week i n 
Selltember. 

Richmond and St . Louis also made that suggestion. 

• • • 
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Knnsas City made a rather novel suggestion, that 
1111\ny of these country banks still don ' t know how to 
bid on Treasury bills, and they suggest that each week 
they remain on sale , Treasury bills, at the hipftest 
bic'l; in other words, sort of a tap Treasury bill, so 
that the banks can come in and buy at that rate rather 
than bidding in competition with the larger banks. 

Philadelphia, ~nneapolis, and Dallas suggested 
the so- called short tap issue . 

l! . '.!. JR: Uo·.v <'tho made this survey'? 

k."t. BELL: This is the Victory lund Col!ll!littees ' . 

l! . l.l. JR: I see, 

J.!R. BELL: St . Louis said there was a divergence 
of opinion on this tap issue, but lt is recommending 
that , in order to r.e t some of the funds and keen the 
financin~ out of the banks . Boston suggested that we 
have penodic drives on finc.ncing rc.ther than an 
attempt that ~1e have now to sustain steady sal es effor ts. 
1hey thought that we ought to havo, say, a big financing 
Dro~am and everybody all out for it and then stop 
mayhe for a month or two • . e had two suggestions, one 
coming froll New York and the other from Richmond, that 
in connection with the refunding early in September of 
the eight hundred ninety- four million securities matur­
inc thfs fall , we do that with a Treasury note and we 
ra~se a half a billion dollars in cash in connection 
l'lith that refunding, which \'/auld make your billion and 
a half issues about 11ha t we are trying to hold to. 

!lew York su.,gests that r1e give cons~deratio:t to 
a four or f ive billion dollc.r issue late 1n September, 
or earl y in Octoher, and that an early decis~on o~ this 
should be made in order that proper preparatlon snould 
be made for it. 

There 1·1ere several sugr,estions that we rai se the 
limit on series A tax notes '£rom twelve hundred to five 

• • • 
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thousand. New York even suggested we might put it 
at ten thousand, and that the rate on series B be 
raised from forty-ei~t hundredths to seventy- two 
hundredths . Philadelphia and Minneapol is suggest 
that same thing. 

171 

There are miscellaneous suggestions, such as New 
York still thinks that the responsibility for the sale 
of F and G's ought to be given to the Victory Fund 
Committee , that all carke t bond issues under war finan­
cine should be at fixed rates rather than &iving the 
Treasury an option. I don ' t know why. It seem; to me 
to be more important to give an optional date in war 
financing because of its size than aQY other plan. 

Philadelphia says that shortcomings in the 
organizational set-up are responsible for the lack 
of greater success in the sale of F and G Savings 
Bonds. They said also that there is sales resistance 
in the discount features of series G Bonds . 

St. Louis thou!".h t tha t the two and a q1;1ar ter 
percent bond might oe considered. They don t necessar­
ily recommend it, but they thougnt that if the Treasury 
certificate 17as not wanted that the two and a quarter 
percent bond - that is \Yhat was wanted before , and there 
still is a lot of interest in that in the District . 

Uinne!"polis suggested, by the way, tha ~ we 
increase tne F and ~ to a two hundred and f1fty thou­
sand limit instead of a hundred thousand; and we have 
one man 1~ho particularly wanted his views known to 
you that 1ve should eliminate F and G' s altogether, 
that they were a demand obli~ation on the Treasury, 
and the people who invested 1n those should go to a 
two and a half long tap. 

H.M. JR : 71ho is that? 

. MR. BELL: No particular name; it jus~ said one 
1ndividual in the group wanted you to parti cularly 
knov1 hor1 he felt about it. 
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Dallas suggested you might have a seven to ten 
year bond issue. It would be ~ell received in their 
Di3trict . 

H. IJ. JR: You had better give me those. 

!£!. BELL : 
you want them. 

H.JJ. JR: 

Yes, I can give you the l ett ers if 
(Paper handed to the Secretary. ) 

No . 

~. BELL: '!hey ere quite long. 'lb.ere are one 
or two yet to hear fr om. 

!lor1, in ;your - I think meybe we ouzb t to drew 
up a little agenda for ;your discussion on- -

H. J.:. JR: This is from the VictOI"/ Fund? 

!.lR . BEll : Yes. We vdll have a better analysis 
of thut, L.r. Secretury , when they are all in. That 
i s very brief. 

H.M. JR: That is all right . 

UR. B~: For ;your three o'clock meeting tomorrow 
afternoon, I think meybe we ought to draw up a little 
a:;enda and tr;r to stick to it. I f we don't , we will 
~et all over the lot, and we are zetti~ now so that 
we can' t talk to the Federal on the subJect that we 
don ' t switch and get back to t he tap i ssue. We sub­
mit ted to them our tax note . 

H . l~. JR: I was ;,:oi ng to ask you that . 

1.m. BELL: Well, they didn ' t like it. The ~oard 
didn ' t like it particularly, but I think Allan i>proul 
and Bob Rouse said t hat they t hought it was a good 
sucgcstion. 

!.:R. HAAS: And l'lilliams, Al :tillie.ms . 
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l.!R . BEU.: He thought it was a good suggestion. 
They didn' t like it as well as the short tap . 

ll.M. JR: Sure, their copyrighted idea . 

l.:R. BELL: I t hink there was some author ' s pri de 
in it, but nevertheless they said that they thought 
it was important t ha t we go ahead on a short tap of 
so:ne kind, and they would go alonP' 1'1i th this one that 
''e could get together on. 

H.U. JR: I think we ought to do it r ight away. 

~. BEu.: If we are going to do it, it ought 

173 

to be announced before t he first of August, before 
anybody begins to invest in that tap, the old tax 
note, i n August. We can get the notes ready, I think, 
by the fif teenth. I think you ought to do it. 

H. l.l. JR: The thirty-first is a Friday. i'lh7 
couldn' t we settl e it before Frido.y? 

Lffi. BELL: I think we can. I think maybe you 
will be able to settle it this 1Yeok - this week, 
Fr iday. 

H.M.JR: This is only Tuesday. 

MR. BELL: But, you shouldn't settle it, I don't 
think, until after the meeting t omorrow. 

H . L:.~ : Pardon? 

Mn. IJEU. : I don ' t think you should settle i t 
until af ter the meetina tomorrow and give them a 
chance to argue against it. They s~id tha~ there was 
no inducement like there was in the1r tap 1ssue . In 
other words, they had a beginnine three-eighths perc~nt 
ra.te and it graduated up, and tho longer a man hel d 1t, 
there was inducement to hold on to it. 
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tlort , I asked Henry to look into the question 
of l eaving the rate on the tax note for the first 
six months like i t is , forty-eight hundredths , 
increasing it one cent every six months up until 
nine cents in the last six months , and that vtould give 
an average of about three-quarters . 

!JR. i!AAS: That makes new series every month. 

1m. BELL: No, I don't think so. It is the 
same thing. VIe ce.n put a schedule on there. 

1!. }.! . JR: SUpposing there was a new series every 
month? 

hlR. HAAS: The mechanical - I mean, that is--

Lm. BELL: We woul d have to issue it like 
Treasury bills . The trouble with lax notes is they 
are so hard for a collector to handle. The compu­
tations on the face of the note have got to be simple; 
if the collector has ten notes of one denomination -
he can't look throueh each denominat ion and see the 
amount . He has to look at one on a certain date and 
multiply by ten. I t has to be simple for him, but I 
thou~ht tomorrow--

H.Y .~: ~ell, I personally think -.e ou"ht to go 
ahead nor. witlt this tax note. 'lllat answer s tha t areu­
cent e.bou t if t here ar e - .• ow l one would i t be, two 
years, three yea.rs? 

1:t. BELL: ':le thour:h t that ne 1'/ould mal e ~hem 
December thir~J-one , 1943 - I mean ' 45. That 1s a 
little over three years . ','/e had it in your memorandum 
throe years, but we thought we •:roul d compl ete the 
calendar year, go to December thi rty-one , '45, instead 
of Aui"Us t . · 

ii. I~. JR : But you wi ll have to advance them e. cent 
a mon th. 

, . • 
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J.llt. BELL : No. Then on January i'iNt of this 
noxt year we would have a new sorie s and go to 
December thir t y- f irst, 1946 . Each January r1e would 
have a new series , and just extend it out three years 
f rom tha t date . n-tat is what 11e do no1v. 

H. J.l .JR: Do rte? 

~. BELL: Yes, we have a new ser i es every 
Jrumary. 

!l.;.( . JR: It seems to me if you are r oing to have 
lhe sliding scale you our~t to have one every three 
oonths . 

1m. hAAS: You like a slidine scale ra ther than -
thnt seventy- triO is sweet. i/e put it t ha t way. 

H. lt.. JR: No , I would like - t he thing tha t Bell 
hns boon t alking about , the first six months at t his 
snme rnte, then increase it a cent a month . 

!ln. BELL : I t hink t hat would be a ttracti ve , 
Just figuring i t out r oughly , I think 70u would get 
around seventy-five, wouldn' t you, three-quarters 
per cent on that basis? 

1~ . HAAS: Off-hand I don't see any objection. 

H.LJR: Well, you fellows have r,ot all day today 
to studj it. 

J.m. BELL: :•tell, I thought t omorr0\'7 t hat you . 
mi~t put down somethi ng to talk about - woul d be f1rst 
the reopening Of the twO and a half I 8 J When 17e OUght 
to do that . 

H. l.! . JR: Yes . 

MR. BELL: I t has been suggested that we do that 
Auvust third. That is !.A>nday . A.nd then the ~ext thing 
I think you ought to discuss, probably, is th1s tax note, 
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one , raising the limit f rom twelve hundred on A to 
sone figure - i t has been suggested five - one fellow 
snid ten - and then go and change the B to take in 
both the idle funds and the tax funds . And then I 
think you ~ught to consider what you ouzht to do in 
the major JOb. 

H.M. JR: Well now, just a second, if we reopen 
the tap issue, how much do you think we would get out 
of it? 

~. BELL: ·:iell, it is estimated anywhere from 
five to seven fifty. I thought six hundred million. 

li. !.I. JR: Let ' s sq six hundred million; and if 
we did this new tax note , how much IYould we get? 

J.m. BELL: Gosh, that is hard to say. We are 
eetting now around three hundred ot• three hundred 
nnd fifty mil llon dollars a month, and that might go 
to seven or eight hundred million. 

l! . IA . JR: Let ' s say six hundred on that. \'~at? 

l~t . BELL: '!bat is a bi llion two . 

ll .ll. JR: Which would leave a billion. 

UR. BELL: No, because in the two billion two 
hundred fifty I have considered three hundred million 
tax notes, so it is really a billion three. 

H.Lt. JR : l!ow much do you think we 17ould have to 
raise outside of that? 

tnt. BELL : I was thinking we ought to raise a?out 
a billion and a half - a billion six outside of th1s 
new tap issue · and I would be inclined to go ahend and 
raise the biliion six - billion and a half or billion 
six - and then test the new note. That 11ould cut down 
on your Sentember financing. 

•• • 
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H.M. JR: .If you ask for more than a half and 
took five percent over, you would get--

MR. BELL: ~at is all right . 

U.M.JR: You asked for a billion and a half -
five perceut is vmat, seven fifty? 

~m. BELL : Seventy-five million. 

H.M. JR: You could run a little--

lB. BELL: We took eight. -eight million on the 
last certificate. 

17'? 

H.ll.JR: I mean, don't you think about a billion 
and a half? 

J.!R . BELL: That suits me fine. 

H.M.JR : Then you could take six or seven per cent 
over . 

MR. BELL: And we are sure to eet some funds 
here on this new tax. 

H.C. JR: Then it gets donn to how v;e are going 
to do the billion and a half. 

~. BELL: That is right, and it has been suggested 
by all of them that you do another cert ificate; some 
have suggested nine months, l!ay, a t three-quarters, 
and some have suggested a year at seven-eighths. 

ll . l!~ JR : You mean anothdr certificate? We have 
two out now. 

MR. BELL: Yes , sir, and most all of them wo'!ld 
like six billi on dollars of certifi cates outstand1ng. 
Eccl es would l ike eight . He would like eight billion 
dollars in certificates and six billion dollars--
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ti .M. JR : If you ask for more than a half and 
took five percent over, you would ~et--

MR. BELL: Tnat is all rignt . 

ll . M. JR: You asked for a billion and a half -
five percent is vmat, seven fifty? 

J.!R. BELL:, Seventy-five million. 

H .~. JR : You could run a little--

lo!R . BELL: We took eight' -eight million on the 
last certificate. 

1.77 

H.U. JR: I mean, don ' t you think about a billion 
and a half? 

MR. BELL: That suits ~e fine. 

Jl.M.JR: Then you could talte six or seven percent 
over . 

).ffi . BELL: And vte are sure to eet soMe funds 
here on this new tax. 

H.!!. JR: Then it ~e ts do1m to how Tl1l are going 
to do the billion and a half. 

iR. 8ELL: That is right , and it has been suggested 
by all of them that you do another certi ficate ; some 
have suggested nine months, May, at three-quarters, 
and some have suggested a year at seven-eighths. 

ll. ~!~ JR : You mean another certificate? We have 
two out now. 

l.!R. BELL: Yes, sir, and most all of t hem vtol;lld 
like six billion dol lars of certificates outstand1ng. 
Eccles would like eight. He would like eight billion 
dollars in certificates and six billion dollars--
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H. l.I .JR: What was the last? Excuse me, I didn't 
mean to interrupt. What did you say? 

MR. BELL : I say Eccles would like eight billion 
dollar s of certificates, that is , two billion dollars 
on each of the maturity dates, and he would like six 
billion dollars of Treasury bills. ~ 

H.M.JR: He is going up. 

Lm. BELL: He has gone up a little . But cost of 
them suegest that we have eventually six billion 
dol lars of Treasury certificates. 

H.IJ. JR: i'lell, we alwaya figured , didn't vre , 
in August on doing a billion and a half? 

l.ffi. HAAS: I thought you were figurine on that . 

H.M. JR : In certificates. 

I!R. BELL: Either in August or September vse said 
wo would have another certificate issue . 

MR. HAAS: November - was it FebruarJ, 1!ay, 
August - I mean it is even quarters. 

!JR. BELL: Those are maturity dates. ·.'/e set 
February first, ~y first, August first, and 
November first . 

II. U. JR : I think, particularly if we are going 
to do the tap issue, this will Se the time to do the 
certificate . 

UR. BELL : I think you are right. 

H.IJ . JR: '!bat doesn 't sound too difficult, does 
it ? 

rn. HAAS: J:o. It would be difficult if ) 'OU • 

tried to do a big job in August, but I guess that 1s 
out . 

1.78 
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1ffi. DELL: I think it is too early to do a big 
job. Then the next thing I think you ought to discuss 
at the meeting would be the longer term program as to 
whether or not we want to do a bie job some place 
along here , say in Se~tember, and get their views on 
that, and get them thinking about it. If we decide 
that we want to give consideration to - I think we 
ought t o give consideration to llhether or not we ought 
to announce that we are considering it so as to let 
the market talk~-

H.M. JR: You are going to have trouble wi th me 
on that with all this other stuff in the wind until we 
see what the President does on the cost of living and 
rationing. 

1!R. BELL: He would be pretty r1ell out by · that 
time . Isn't he coming out next week? By the way, is 
that going to hurt our financing? 

II.M. JR: Hel p it. 

MR. BELL: Ought to help it, ordinarily. 

H.!LJR: Ought to help it, if he does the-­

IIR. BELL: The right thing. 

H.M. JR: If he does what they were talking about 
up to seven o'clock last night, it would help us. Now, 
the question is - everybody is going to.go at him, and 
the question is bow much he will water 1t down. But I 
know that henderson is going over there today to try 
to get him to change, but he certainly was tough­
minded yesterday. 

J.!R. BELL: Who is that - Henderson is going t o 
try to get him to change? 

II. IJ. JR: Yes, it l. s too tough for Henderson; even 
Henderson couldn't stomach it. 
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~~. BELL : I think he has got to get tough. 

H.M.JR: I think whatever he does would help 
us, Dan. 

1~. BELL : Certainly we shouldn't announce that 
we are considering it until after our books are closed 
and there is some distribution of the C/!~ probably 
around the tenth or fifteenth of August. 

H.U.JR: You won't get me to commit myself until 
I come back. 

UR. BELL: Not commit, just announce to the ~rket 
tha t you are considering it. 

ll.ll. JR: You won't get me to do anything on this 
unti l I come back from my week's holiday. 

MR. !~AS : If you discuss it here, the Fed will 
have i t all out anyvray. 

J.!R . BELL: It \7aS in the paper Sunday. 

H.J.t. JR: We will slap them down. Ws slapped 
t hem down before . 

UR. BELL: Yes, tbat the Treasury was considering 
it. I think that came from the Victory lund Committees. 
I wonder it 1ou want to discuss that in the meeting 
tomorrow. 

H.1!. JR: No. 

1m. BELL: They will bri ng it up. 

H.M. JR: Let them bring it up. 

J.!R. BELL: Allan Sproul will. 

H.~. JR : That is all right. 
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l.!R. BELL: Then you ought to discuss the Treasury 
bill program as to whether the three fifty is enough. 
Allan Sproul thought that you oupftt to go to four 
hundred million on September ninth. I think that is 
the maturity da te of the three hundred million dollars. 
That is the beginning of the maturi ty date . That would 
be a good time to go to four hundred, he thought, and 
then you would have in the picture also the reserves. 
The reserves are down, what is it, two ninety? 

H.~. JR : Yes, I wish you would certainly put some­
thing in on that. 

JJR. HAAS: I think you have to. It has gone 
donn Where you have to. 

MR. BELL: Allan Sproul suggested the other day 
at the meeting that possibly we ought to lower reserve 
requirements in New York and Chicago by two percent. 
That would give about four hundred million, wouldn't 
it, George? 

t:R. ;I.AAS: That is r i ght . 

MR. BELL: And t hen in September and October do 
the same thing. 

H.M. JR: I wish you would put that up to the head 
of the list because I have got to do socething about 
tha t and quit fooling about i t. 

MR. HAAS: You have reached the stage where you 
have to. 

H.!.!.JR: They have got to do something. I wish 
you would put that up as number one. Please put that 
number one on the agenda. 

I.!R. BELL: Well, I --

1~. HAAS: Don' t they realize that, Dan? I thought 
Sproul discussed it. 
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UR. BELL : I think Sproul feels that if you 
are ~oing to do financing from month to month, just 
like vte have been putting out bank issues, that you 
have got to put out some additional resorves, but 
he thinks that two percent a month would do it. He 
thinks that - I believe he thinks that you can ~o by 
Aucrust and no harm will be done . a 

H.LI.JR: What are the reserve requirements in 
"e" York? 

!B. BELL: '1\;'enty-six percent. They want to 
lower it to twen~J eventually . 

li .!J. JR: Why not do it at once? .lhy this nig­
eardly business--

1m. EELL: I think if J"OU do it at once you 
throw a billion two hundred dollars ' worth of money 
into the market which is going to seek investment and 
probably rush t he pri ce of securities up, which I 
don' t think should be done . You certainly have heard 
no kick on the reserves. No one is worried about the 
reserves any more because they have got flexibility . 

H.N.JR: I am worried; i t tightens the money 
market. 

UR. BELL: I don ' t think it is tight. 

H.U. JR: Why do they want to raise the short­
term money rate? 

MR. BELL: That is for a different reason. I 
think that also ought to be on the agenda. 

H. J.I . JR : Is Sproul ready to go ahead on the two 
percent? 

MR. BELL: I think he is. Wouldn't you say -
I don ' t think--
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MR. HAAS: He will ask - couple:i with that, he 
will ask to raise the three-eighths on bills to a 
half , "hich I agree with the Secretary on, no. 

MR. BEU.: I don' t think he was free to talk, 
but he did suggest we do the two percent a month. 

h. L!. JR: I will see hov1 serious he is. They 
begin doing that when? 

~. BEU.: In August. 

UR. HAAS: It ought to be done before this 
financing. 

UR. BELL: Announce it about the time--

H.M.JR: They ought to announce it this week. 

183 

tm. HAAS: They ought to announce it so the banks 
know where they are at before you offer it, severai 
days before . 

1m. BELL: I should think if you announced it the 
firs t of the week it would be all right. Don't announce 
it far enough in advance so they go into the market 
and start beying. 'lhat is what you don't want them to 
do . 

(The Secr etary held a telephone conversation nith 
l!r. Allan Sproul as follows:) 
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HHJr: 

Op~rstor: 

HMJr: 

Allan 
Spr c'ill : 

HMJr: 

S: 

IOIJr: 

S: 

HMJr: 

S: 

IOIJr: 

S: 

IOIJr: 

S: 

BMJr: 

8: 

I!MJr: 

Hello. 

Mr. Sproul. 

Hello. 

Good morning, Mr. SeoretarJ. 

Bow are ;rout 

J'ine. 

You going t o ba•e lunch with ae t oaorrow1 

Yea, I Just got the aeeeage, and I ' •e 
planned to. 

1.84 

Good. I vae Just eitting here with Bell and 
Haa1 talklng about the tinanolng, and Bell 
tells ae tbat ;rou ba•• a plan to lover the 
reser•e• two peroent a month in New York and 
Ob1oago till ;rou get thea down to tvent;rt 

I euggeated that, ;reah. 

Well, are ;rou going to - ;rou're serious about 
tbatf 

Well, I'• eerioue about it, but tbat'e eoae­
tb1ng tba t' a io the Board' 1 nand•, not io the 
Open Market eo .. itt••' • or the banke, eo it'• 
that the Board baa t o aot on tbat. 

Yeah, but ae tar ae ;rou're concerned, ;rou're 
ur1oue. 

'ftuli' • right. 

I eee. Well, I Just wanted to - I Just wanted 
to make aure •• •• 

Yeah. 

•••• beoauee I think it ehould be done. 
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Wel l, it'• tied up with aoae o ther tbinge. 
It1 a not a eeparate tb1ng by itaelt. 

Yeah. Vall., JOU1 re- what are JOU go1ng to 
try to do, deal w1th ••' 

185 

Well, I ' • not - no , I - I - ~ euggeetion 11 a -
11 a ooaplete - a ooaplete prograa, aore or leea 
a OOIIPlete prograa, not ieolated action. I can't 
deal with JOU. (Laugha) 

Vell, JOU lUke a good atab at 1 t. 

(Laughe) Vel.l, I tr1 aoaet1aea. 

(Laughs) All r1ght . OkaJ. All r1ght. 

All r1ght. 

'!'bank JOU. 

• • • 
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(The Secretary held a telephone conversation 
~ith Mr . Ransom as follows:) 
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Operator: 

JiNJr: 

Roneld 
Raneom: 

IINJr: 

R: 

IINJr: 

R: 

IINJrl 

R: 

HNJr: 

R: 

IIMJr: 

R: 

lll1Jr1 

R: 

Bello. 

Mr. Raneoa. 

Bello. 

Good morning. 

Bow are· JOU, Ronaldt 

.11&17 211, 19~2. 
9153 •••• 

1_87 

rtne. I hope 70u 1re well. 

Are JOU in JOUr own ottioet 

I aa. 

Good. Ronal.d, I hope that the "-'1 will 
entertain a euggeetion ot lowering the 
reeervee now. Ae I underetand it, Proul -
Spro~l'a aade the euggeetion two percent 
a month till JOU get it down to twenty tor 
New York and Obioago. 

Yee. 

Well, I think to run along with t 200 aillion 
dollar• reeerve in New Yo rk ie Juet plain 
dllab - hellot 

Yee, I'• lletening to JOU. 

And I hope I'• not going to han to han a 
r ow about 1 t . 

I don't eee w~ you ehould ever have a row 
with ue or we with you. 

Ho, and I don't know where JOU etand, but I 
know - you told me that you eaw no reaeon to 
increase the three-eighth• rate, and ot oouree 
thle 1e tied up with that. 

Well, aay - 11&7 I take Juet a minute ot r our 
u .. , 
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HMJr: 

R: 

IIMJr: 

R: 

HMJr: 

R: 

IIMJr: 

II: 

Hli.Jr: 

II: 

HHJr: 

II: 

HMJr: 

R: 

Hli.Jr: 

R: 

HM.Jr: 

R: 

HMJr: 
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Sure. 

I wae a1tt1ng here trying to dlotate a aeao-
, randiUI • ••• 

Sure. 

•••• on thla general eubJaot •••• 

Yeah. 

• •• • to re11e•e mJ own mind. 

Yeah. 

I came out of the laet aeeting between the 
Treasury people and oureel•••· ··· 

Yeah. 

••• • 1n a most unhappy frame of mind, aa did 
a•eryone there eo far ae I know •••• 

Yeah. 

•• • • and trying to analy~e the oause tor that, 
I oaae to aeYeral oonoluaione, firat, that the 
Board itaelf should deal auoh more directly 
w1 th you •• •• 

Yeah. 

•••• that , aeoondly, tha t we should try t o hold 
atatf diaoueeiona t o the etatt le•el ••• • 

Yeah. 

•.•• and I ' • not including Danae atatt beoauae 
he 1e principal, ot oourae •••• 

Yeah. 

•••• but to try to get our respective atafte to 
olarlfy the questions that ve are both Jointly 
interested ln •••• 

Yeah. 
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HMJr: 
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HNJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

BliJr: 

R: 

BliJr: 

R: 

HMJr: 

R: 
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•• •• and when tha7 ooraa out at a polnt, than 
let JOU and the Board, raepactl•alJ, reach 
eorae underatandlng aa to the atatt recc .. en­
dation. It eeeraa to rae we - we vholl7 lack 
that direct contact wlth JOU which I thlnk 
1n thle emergency period ia ot the utmost 
importance. 

Well, let's be trank with eaoh other. Ie lt 
fA:1 t aul t? ~ 

No, I don ' t know that it1 a anJbodJ'• tault, 
HenrJ. I think 1t1 e- I think we all haY& 
tailed to quite realize that 1n th1e situation 
1t1 a- 1s ot the utaoat 1raportanoe that JCU 
and we--7ou and Dan, I 111 I&J, and the Bcard-­
ehould haYe direct contact •••• 

Well •• • • 

•••• to d1acuee these th1nge tace-to-tace rather 
than ... ... 

Yeah • 

•.• • in the perplexing, round-about wa7 ve haYa 
toll owed. 

I think •••• 

It's not JOur tault. I •••• 

••• • that all ot the in1t1at1u ot aa.klng the 
Board to raeet with rae, I tbink, comes troa ae. 

Yea. 

I think eur7 tlrae that we want to get together, 
it'• I'm aeking the Board to e1t down wlth •• 
and adYiae rae • ••• 

Yea. 

•.• • w1 th rae •••. 

Yea. 
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•••• and I'm not oonacioua ot the tact that the 
Board wanta t o eee me except when I aek t or it. 

Well, I - I think there'• aometb1ng in that. 

What? 

I think there 1 e something • • • • 

Juat atop and think, I mean now •••• 

Yea. 

•• • • I don ' t know when the Board'a aeked to eee 
••• 
'<ell, perhaps we'•e been- tbet'e a poes1bilitr. 

Bu t I agree vi tb rou. I - I tb1nk we ought t o 
meet regularly once a week. 

Well , that woul~ be tine. 

Yeah, whether we have a tinano1ng or not. Now 
this week I'm starting a week earlier with you 
tellowa. 

Yea. 

But I'd be deli ghted to meet once a week. 

Yea. Well , I think that1 e a grand idea. 

Yeah. 

I reall7 do , becauee tbia ie no time to have any 
di t terencea. 

But I didn 't know t hat 70U tellowa were upaet 
over there. 

Well , we're not upset. I aaid I came out ot 
the meeting • • •• 

Yeah. 

Regraded Unclassified



R: 

KMJr: 
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KMJr: 

R: 

KMJr: 

R: 

KMJr: 

R: 

HMJr: 

R: 

KMJr: 

R: 
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•••• qui te unhappy , not on account or anything 
that wae said or not said, but I thought it waa 
ap t to be - i t was the - we bad r eached the 
point or utter futili ty. We were not gett i ng 
anywhere , you see? That' s what '• worrying me. 

Yeah. Well , or course, I wasn ' t conscious or 
that- I mean •• •• 

No, I know that's clear out or your •••• 

••• • but I must ear, I- ae far as my relati onship 
with the Board, I ve got a clear oonecience. 

Your conscience ie pretty clear now, i sn't itt 

Yeah, it's- i t's- yeah, I- I think eo. 

I think it 1e. Now • ••• 

But anyway ••• • 

Let me- let me- let me go Just a minute ••.• 

Yea. 

•••• further if I may. I sugges t ed that t omorrow 
after that meeting--in tact, I wasn't on the 
Executi ve Commit tee but I made a moti on and got 
somebody else to put it, and the Executive 
Co~ittee to t entatively agree--that we aak 
Ooldenweiaer and Williama, J ohn Willieaa, on 
our part , t o aek Dan to pu t t wo rellowa r rom your 
aanior starr, Haaa or - anybody that you tellowa 
wanted, and aek thoae t our t o eit down and state 
pointe or agreement, pointe or doubtf ul agreement , 
and poi nte , it any, no t in agreement • • .• 

Yeah, yeah. 

•••• an~ that we t ake a l ook at i t. Well , Dan said 
that looked to hi m as it we were moving it only 
one eteo turther rrom you, and t hat it vas a pretty 
good way to go at i t, eo I sai d, "All right,• when 
Marriner reported that to me, "let ' e Just have our 
own starr to peas euoh a atatament and let us take 
a look at it. • 
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Well, Dan baa been bri~ing t o ~ attention 
that- I want to- don't want JOU to think 
that he haen 1 t •• • • 

Yee. 

• ••• that there should be oloeer working- I 
mean, he has t old me that • ••• 

Yea. 

• • • • and that1 e whJ we're haYing these •eetinga 
tble week. Dan ' • reaponaible t or that. 

Yea. 

But I'll ha•e t o at op now, but I - I'm aore 
than pleased t o work - and see J OU tellova 
Just ae otten ae possible and talk to J OU 
ae often ae poeaible. 

Well, that's tine. Nov •••• 

And JOU think o•er these reserve requ iremente, 
Will fOUt 

Yes, air, 1t1 a tangled up in eo •801 other 
things, I'd like to disouea the whole thing 
taoe-to-taoe with J OU. 

Well, we'll - we'll do that tomorrow. 

Fine. 

Oka7. 

OkaJ. 
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MR. BELL: Of course I didn ' t say that you 
shouldn' t discuss it; I said you should, but I thought 
we were moving one point further . 

(Mr. Buffington entered the conference .) 

H.IJ. JR: ~orge, I want to ask you one question. 
Do you know - could you give me an estimate , if we 
decide t o make this tax anticipation notei your o~d 
friend and pal, which you once used to se 1- if we 
made tha t more available or more popular along t he 
lines we have been talking, not today, but other days, 
.vhe ther your boys - how much they could sell? !lave 
you any ~1ay of "etting or .makinz an est imate? 

MR. BU?FINr,TON: It nould be difficult to make 
an accurate estimate . I think from what Dan has told 
me , and I have heard in those Federal Reserve meetings 
it would be much more fle xible, therefore much more 
salable to corvorstions where they wouldn't have to 
accurately est1mate their tax requirements but could 
carry them for other purposes . I will meke an effort 
to make an esti mate . I don' t know how accurate it 
will be . 

H.IJ. JR: Uake an estimate, and then sometime 
tomorrow morning let me have it, " ill you? 

Lilt. BUFFiliG'roN: O.K. , sir. 
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