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Ia•• - ••• 70u sot too •oh to CG or 4o 1011 ... , 
aoo tbtr llttlt Jo-t 

O!a, I al~l un &Ot ]11en'7 ot tat tor trhD41, 

1Joo4, Well, I 1Yt Jutt &OtttD a a-1'&114WI OD tMt 
t1re-aak1D& aaob1Dti'J tor tilt Ru1e1aoe. 

YtaJl. 

!:la17 tell at t!aat1 I JUit &I M4 &I tilt 011 ret1DII'J. 

!bat' 1 11bat 117 tello¥1 tell •• too. I ulte4 til• 
whllt tllt7 wert look1D& at tll11 ot!atr ehft t o 
look - take a look at eoae ot tile rtlate4 011 ... 

Well, 11111111 7011 wnt aootller blut tb.roup t!aa 
papere, I n&etlt 1a whahYtr oapaa1'7 J OU ""' 
LtD4-LMit. JOII ,., "''. 

Y.U. Well, I - I W&l I 01DC t o 4o tut, &D4 I'a 
11&4 JOU oorro~rau tile wac. 
Joe O'Oollntll kAOWI all a~ut U. 

111pt. 

ht !at - )le I&J'I 1t1 I Jut al a4 &I tilt O)b.lr 
oae •• •• 

Yea. 

• • •• &114 tolloWI ~r• or 1111 tilt ... , l1n•• exoept 
\Ut W.P.I. 11 111 111 tll11 one. 
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Ieala. leU, Cbat1 e \tle eaae U.re .. lea I .. , 
troa 81 f.U.ewe wtla llaYe beea l..UBI at l '· 

Well, \here • e ao reaeoa .._ Cba' eolllcta •' be 
eti'UIIltenl4 out 1n twen'J-fov llove. 
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I 4on1 t \hllllt eo. leU, let ae ''' t~a .. w wen 
Oft U, 

Oltq. 

I appreo1ate 1t. 

leU, Joe JtnoWI all abo•t u. 
Ooo4. le'U be 111 w•o.ta w1 til !Ua, 

Oltq, 

!built e. 
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FINANCING 

Present: ~. Bell 
lfr, Hue 
lfl'. Buffington 
lfJ'.llllJ'pbT 
WJ', Balter 

Ootober 2, 1942 
10:55 a.a. 

H.K. JR: Do JOU tellowe know what 7ou nnt? . 
JlR, BELL: No. I don't think it hu jelled Jet. 

(Laughter. It ia between, I think, the two-peroent 
bond and the note. I am not eo eure that the one and 
a halt percent note, September 15, 146, that these 
people recoaaended 1a all right. I don't lmow how 
George feel a about it. I wouldn't llll.nd dropping 
back a year, . 

H.K. JR: Look at George and llllJ'phT, both here. 
They both look he&lthT• I waa about to aend !lowers. 
(Laughter) 

JlR, HilS: Loob are Ttl')" deoeptin. 

JlR. BELL: !he7 look prett)" good thh IIOrning. 
The good weather--

H.K.JR: 'lhat ia whJ I aa eurprhed the7 are in. 
(Laughter) 
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JlR, BELL: lfei ther one of them pla:r golf ao the 
weather doesn't aean .uoh, except their general health. 

H;K.JR: Kaybe the7 pla:r croquet. (Laughter) 

What about the ahort-tel'll thing? 
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IIR. BBLL t 'nle note? 

H.ll.JR: Yea. 

IIR. BEll.: 'nle one and & halt percent note of 
September 15, 146 i s & prett,r good suggestion, I think, 

H.ll. JR: Do 1ou know how MJ11 of those tax notes 
;you aold? 

IIR. BUFFINGTON: lflne hundred and twen t,r-nlne 
llillion. 

B.ll. JR: 1lha t? 

IIR. IID'P'IlfGTON: We sold eight hundred &nd fort,r­
!ive million of the nn ones in two weeki. 

H. ll. JR: How IIUoh have ;rou sold the l&at two days? 

IIR. BELL: lhree hundred &nd thirt;r million on the 
SOth. 

IIR. BUffilfG'lON: We sold ti!t,r llillion o! the ! •a. 

\ 
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JII(JJ'I 

J(o0oJ'Diolt 1 I 
aeon tal')' 1 

JII(Jrt 

Jlo0oraaolt1 1 
Sear• tl1'71 

OoJI&. J OIIII lf. 
lloOoJ'Dioltl 

J111Jr1 

II: 

JIIIJl'l 

XI 

X: 

IDIJr 1 

Ill 

IDIJr t 

Ill 

1111Jr1 

Yel. 

Ill". lloCorMok. 

Oewbv 2, 1,-2 
101 !i9 • ••• 

Bel1o, there. ll ~~ the hore~f 

Y .. , John. 

Bow aJ'I JOU1 B111J'7? 

I 1a al1Ye, 

!bat I I coot. I know boW WI all al'e. 
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Up 1n the - 1n the Coap\J'oller 11 pod U on 1n 
loetoa. , Ka••· ••• 

• • 
1
.John Curler, 70u know, the brother of J1a, 

he 1 a YII"J h1Ch t1PI fellow, Jo~ 11. _ 

Yee. 

n.- able fellow, an4 I bDpe tllat 70u1re COlli& 
tO r100MIIl4 h1a beOaUII Wl1 J'e C0111C t o lla'fl 
Curl17 4own hire aellt 71&1', u4 he' 1 ao1nc to 
b1 Confe1-.a, and 1t 1 t ' 1 ao1nc to be 4onl, 
Wh10h bDpe 

1 
'Ill»', I th1nk tbl quiolter the 

better- voul41l1t- and, beoau ee we1re ao1Jll 
to lla'fl h1D w1 th Ul tor two 71ar1, BIDJ'J, aDd 
he'• a 4aDD able fellow, 

Yeah. Well, 11"• •• • ohaftot to loolt 1nto U, 
WUl J OU, J ohn? 

• 
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I I It~. I talke4 w Ule Obbt abou' 1 t a ooaple ot •la••· ... 
BMJr1 r ... 
Jh • ••• and, trankl7, .JobnnJ Ourle7 - I wouldn't !lo14 

qa1net .Jolul117 a111 t:~~oachu about the othiJ' tlllow •••• 

BMJr: r ... 
II ,. •• and I thl.llk the OthiJ' tll.low 11 ohai'SK wUh a l o t 

ot th111&1 he n•••r d1d, 111t 

111Ur 1 leah. 

111 I don't Jmow - I - Uae t ' 1 rq tl'&llk op1111on. I • a ao t 
detllldlq h1ll U all ••• • 

111Ur1 Iee , 1••• 
1: , • • • but we cot w l ook at thlnc e praoUoall 7. But 

.Jolul117 wae oolleotor ot - 1n Boewa - and he1 • a h1sb­
grade fellow. I'•• - I ha't'l a prof ound reepeot t or 
.JobnnJ, and 1t 1t1 1 - I hope 1t w111 be done, beoauee 
I th1nll: 1 t would be h1Cb17 ad't'hable. ADd t hen the 
other fellow 1• - I oan auure 7011 w1th all - v1th 
ell ot the bad th1qe Ulet one oan oonJure asa1net 
h1a p1J'eonal17, he wae alW&JI r1pt 1n IY11'7 oaapa1p. 

111Ur1 Ie~. 

1: I oan aeeue 70u ot that, •••' 

BXJr : I •••· 

1: 8eoaut1 I pereonal17 - beoauee I 1a the one fellow up 
there tha t oan oa11 the tum v1 ttl h1a beoauee th17 
ha•en1 t s ot a117th1D& on •• and I'a 1ndependent ot 
thea all, and I oan - and I tr7 w appralee eaoh one 
ot thea boneet17 ae I oan, •••' 

lOUr a I '• 1111'1 70U do, John. 

1: And Ourl17 hae been rl&h t 1n ••e1'7 oupaicn. 

BICJr1 leah, 

lh I know that. 
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SIIJrl Well, let - let •• look 1aw u. 
Ml All r11bt, t1Ae, I•DrJ• 

SIIJrl TbanJt JOU. 

111 QoodbJ•• 

• 
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Fli.IICJIG 

Prutnt: Jlr, Btll 
Jlr. Buttington 
J(lo. Baal 
Jlr.)lwophJ 
Jlr. Baker 
Jlr, lcoltl 
Jllo • Sproul 
Jlr, S~~JUult 
Ill'. Phtr 
Jlr. Draper 
Jlr, Gold-thtr 
Jlr. Boult 
Jlr. Willi ... 

Ootober 2, ~ 
11:06 a.a. 

· H.K.JR: 1f1 had a 11ttlt ~oil. Dftl. 'rhe7 tell 
me •• han •old Dint hundrtcl aucl tweutr-Dlnt iailliou 
ot tboat tax not••· 

KR. SPIIOOL: Not had. 

D. BILL: 'fbt a.""' Board ought to r•all7 
t .. l cooa • 

•• ICCLIS: .. tttl prtttr cooa OD that one. 

H.ILA: Httr ailllon wert 1'•T 

D. lU'FIJG!OIII F1tt7 aillion 1 • • au4 •nc 
huuclrtcl an4 Jlinttf•tDilr ailllon of tilt Dft C 0 

1, 
•k'"C a total f'roa tll8 14th ot tight hlmdrtd ana 
tortr-tl~• ailllon 1'• ana C'•· 

H.ILJih GeCil'gt, ltt'• get out a little putt OD 
the bt.ok tor that. 

liR. BBLL: We art gettlng out a prtll releau. 

I 
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KR. BIJFFDtGTQ(: It hn't quite &I auoh o! a puff 
ae we would lib to uke. 

H.ll. JR: Blow 7ouraelf up. {Laughter) 

KR. BELL: I &aiUIIled that the teltf.ru 70u tent 
out lut night would be uaed b7 the ohl man, plua 
this pren raleaae which we are aancllng to the btnka, 
abo. With the two together, I think the executln 
unagers aight go to town 011 1 t. Do 70U think the7 
will? 

KR. i!II'FI!G'l'Qt: Originall7 the Seoretarr' • wire 
ns in the preaa releaae; the7 took 1t out . I thought 
it aight be well to let th• know the7 had pel'!aiuion 
in t .he press release. 

KR. SZ!li:W: Nn York did not do bad - three 
hundred and !ort7-one. 

KR. ECCLES: It ia what we expected", but we are 
awfulq glad to han it oonfil'lltd. {Laughter) 

liR. DRAPI!R: We are a little aurprhed. 

KR. ECCLES: I felt there waa a lot of that amq 
arOWid - that ldnd of aone7. I han been ]Uit aa eure 
of it, but I couldn't pron i t. I han hta a con­
n otion of it !or a lo~ while. 

H.K.JR: I m delighted. 

KR. ECCLES: I think 70u art going to find a 
continuing excellmt tale of that boDd. 

B.ll.JR: You know, the war bonda cUd all right. 
Th17 took in a hundred and !ort7- one million b7 
telegraph that last da7. 

KR. ECCLES: What did 70u get in total !or the 
month? 
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JIR. BELL: Eight hundred ud thlrtT-dght, includ­
ing those wire reports. 

KR. SPROOL: I don't think 70u wut to repeat that 
business of wire reports and get liTe weeke in one 
month unless rou want to wear down the etatts of the 
reserve banks. We had oTer a hundred people working 
until twelve and one o'olook in the morning to get out 
those figures, and ther are people in hard-worked 
departme.nte, a~. '!her are going to get 1JOI'D down 
tor something which ther, and we, don't see as abeolutelr 
necessa1'7, if that sort of thing were repeated. 

H.W. JR: Well, these motion picture theater people 
did a ewell job, and wanted to get the credit. '!her 
reall7 did go to town - that is, the aotion picture 
theater owners. I mean, it was the theater owners 
that put on a perfectl7 ewell drive. So between now 
and then rou work out something. 

KR. BELL : We haTe aaid that the wire reports will 
be inoluded hereafter in the monthl7 figures. 

H.K.JR: Did we? 

KR. BELL: Yes. I llliP.t ear, llr • . Secret&1'7, that 
in our estiaates - cash poe1tion estiaates, we orilT 
put in four hundred million for tax notes and we have 
gotten five hundred -.illion dollars more. We could 
bring this cash financing down a ll ttle . I don ' t recC~~mend 
it because your Nonmber is going to be big, and I would 
rather see the Noveaber oome down a little than see this 
one come down. 

· H.W.JR: I agree . 

KR. ECCLES: You han some leeway which 1e a com­
fortable--

H.K.JR: We need it. 
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llR. BELL: llore th111 .. ban baa. 

. H.ll. JR: 'le need it. I would rath.r han the 
November four billion 1hiD four and a halt. 

llR. BELL: I would, too . 

H.)(,JR: Does aJ11bOd1 dilagree with that? 

llR. ECCIJ!S:· I think it 1e better to have thia 
tour billion instead of cutting thia to three and a 
balf aod then put loTember to four and a halt. It 
you could have four each aontb, I think it ia much 
~etter - keep both aontha four. , 

H.ll.JR: Doee anybody dilagree on that? 

KR. SZYKCZll: Bo, I think that 1e all right. 

H.ll.JR: That ia that. 

You fellows in New York who are in contact with 
the markets, have JOU got any fresh viewpoints? 
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llR. SPR01Jt: I have just the ordinaey contact with 
the market and aade no apeoial cannas. llr. Rouse can 
tell JOU that better than I can. 

H.M. JR: Would he? ;;;.. 
Ill!. ~SE: The ataoaphere that I get in the lew 

York aarket, of course, baa been complicated by the 
heavy take of the Treaauey of lunda, end we have aeen 
acme supply of abort atutf.1 But looking to thie financ­
inf, what appeara to be the moat natural thing and 
au table, aa far aa the conversation goes, both with 
the larger banka and with the dealers, retleota a sub­
stantial demand throughout the country end in New York 
for - deaand for incoae. 

They would like beat of all, and feel that an offer­
ing of a two and a quarter percent bond and a one and 
three quarters, whether a note or a bond, hitting two 
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areu that han not been hit sinoe Februaey when the 
two, and a quarters were isaued laat, would haTt all 
the atmosphere of a euooeaatul deal. One aan went 
eo tar u to nr he thought a two and a quarter per­
cent bond alone would do the job. lie wolildn' t like 
to eee it, but was e~haeising hie point about the 
two and a quarter. 
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In talking with large banka like the ~haee - I 
was talking with ~>reen there 7Uhrdq a!tel'Doon, and 
he atrongl7 reco.unded the two and a quarter and the 
one and three-quarten. Both tho11 thing• han been 
the ataoephere in tho11 l.natitutiou, indhidual17, 
and not as group talk, !or the put two .,ntha, I 
would eq. Tbe7 !eel the7 h'n been "two'd" to death, 
aa one chap put it . 

H.K.JR: That ia the woret thing that ehould happen 
to thea! {Laug~ter) 

KR. ECCLES: We ought to "one and a hal!" them to 
death !or a while. 

H.K.JR: Then he would aa7, "GiTt ue a two and 
we will loTe it. • Wh7 isn't that an idea? Let'• 
tool thea and giTe thea a one and a hal! or a one and 
three-quarte~. 

KR. IDUSI!: You are etill doing urket !inandng, 
I should ea7, and I tbink 7ou would want to han the 
atmosphere that goea with aarktt financing. 

Bob, 
KR. ECCLES: To a ney Halted degree, though, 
I think that ataoephere ia prett7 !aet diaappearing. 

H.K.JR: Bow about the ahort-tera thing? 

KR. ~SE: We han a prett7 •teaa, euppl7 o! 
short-term eeouritie1 !or the paet three or !our months. 
We had the oerti!icatee in June; we had the oerti!ioatea 
in Auguet; we had the oerti!ioate and note in ~epteaber; 
and we han had the dual purpoae note in Stpteaber • 

• 
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There ia, !or the tl. .. bti.JII - with the lnoreaa1.111 
aaount of blll1, there 11 a •uf!lolent eupplJ of •hort­
tera eecuritiea and I think there i1, what we aa, in 
the market, a oo.,etltiYe' •ltuatlon between the certiti­
catee, note1, and tax note1, 1! JOU get into the ehort 
note area. · 

H.W.JR: I! we did thia two, when would thie fall -
what 110nth'l 

MR. !DISK: In Karch, '60- ' 62. • 

H.K.JR: We haTe a June, a September, and a 
Deceaber, aawwa't we'l 

llR. IDUSE: It JOU did the two it woul4_be praoti­
oallJ the eaae eituation that 7011 had in Jul7 when JOU 
dl.d the two in Jul7; that ie aeTen Jtar• and !iYe 
month• to the call date. 

H.K,JR: That wae December 15, '49-'51. 

KR. BEU.: Yea. 

MR. ECCLES: Ju1t aoTe thia up three aonth•. 

MR. IDUSE: Senn Je&rl, three aontha to the call 
date, and nine Jean, tin aonth• to uturlt,. The 

prioea were the aaae, that ia, the two and a quarter, 
'52-'55 in Julf were juat about on a two fourteen 
baaia; two 111d a hal!e, '56-' 58 were around the two 
and a quarter baaia where they are today. 

B.K.JR: We han a llaroh 15, '48- '60. 

KR. IDUSE: Yea, it would interfere 11 between the 
call date and tbat uturltJ. · 

H,I{,JR: Would JOU put another one in there'l 

MR. ROOSE: Yea, air. 

H.K.JR: And thi1 would be--
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KR. ROOSl!: Fitt,- I 52. 

KR. BEU.: b11111lng that the '48 call aeourit, 
would be out of the war &efore you got to Maroh? 
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KR. ROUSl!: I am not fearful of these amounts 
because we are going to have to inoreaae in this same 
area br a ney subatantlal 1.111ount aa we go on, and I 
think we han got to faoe that - we might ae well face 
it now as later. 

H. ll.JR: b I feel todq, oertainlr ae the thing 
was expressed here the other a.y with the Fed - I think 
eney three months we OllJdlt to get out a two percent. 
'!hat is the wq I feel this aorning. 

KR. ECCLES: I feel that wq. I have felt that 
you have got to keep thla thing aa 1imple as possible 
and that the two is something that baa been prettr 
generally accepted as the top for the banks. '!her are 
going to be expected to take a lot. We are going to 
give them the funds and they can han as lll&Df of the 
two's .as they want- at leaat as manr ot the two's as 
the Treaauey requires funds and as they want. '!here 
will be a combination between the billa, on the one hand, 
and the two' a on the other. "!hat 1e the range. What hai 
been happaning is that the banks, when the abort rate 
waa veey low and rou had a bill rate of almost nothing, 
and the note rate - 7ou take up until the lut aix months 
ot the last 7ear, the rates in the t1ve-7e&r catego.ey or 
leu are prett, low; 1he7 han been strengthening 
considerabl7in that categoey without ohanginf the rate 
structure on the longer bonds, which is certa n1r what 
I have felt should be brought about - that the spread 
waa too great. 

But the bank investment polioJ, when they could 
get nothing, or praoticallf nothing, on short t erm, we 
were naturall7 pushed more out into the two' a and a halt 
and into the longer- term securities. . 

Looking to the past, that is what the7 were doing. 
'!hey were bu.Jing more heavily of the longer stuff and 
keeping large excess reserves. I think that was prettr 
true. 
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Toda7, while thq ou c-t -.bat h nailable to 
thea in the certificate• and in the notea, one percent, 
one and a quartar, one and a halt, the7 ou inYeat 
more tully their tunda in that field, and the7 do not 
need as much in the long term. 

· I think that tllere _, be an indication todq of a 
shortening of portfolio• rather than a lengthening of 
porttolioa; the two percent on the one 1ide, with the 
Yarietr in between of tour or fiYe or 1ix different -
and the billa on up - and it aeeaa to .. the aort of a 
pattern that we should haYe aYailable for the banks 
and the public to the extent the7 waft to take that 
security, but largeq for the b&Dk1, 'J'o go beyond that 
two, I feel, juet a1 I expresaed _,aelf the other day, 
you are maldng a fundamental ohanr that •hould not be 
done at this time without a lot o oon•ideration. 

H.W.JR: I don't feel inclined to agree with it. 

KR. ECCLES: I am not aaying that you do, but I 
know there is still - Bob expreaaed the Yiew of the 
market on that - eome of the market, at leaat. 

H. ll.JR: I think this: It we decide to go through 
with it- the aooner we aake up our ainde the better­
these people who eee the market ought to tell i t to them 
in nry hhndJ.T, but nry fil'll hl'lls, that thia ia an 
adaln.letratlon poliq, that we are going to go ahead, and 
we expeot their cooperation, eo there won' t be any ahill.J'­
ehallylng about it. I •an, tell thea, 1 'lhil il what, 
after careful coneideration, we haYe decided, and this ie 
the program, • 

KR. SPROUL: I don •t thlnlc it ahould be an adminis­
tration program at this point, an4 I am not lookinf at ' 
it solely from the point of the aarket, although 
think that the market combination of a two and a quarter 
and the long note or the abort fixed maturity bond ia 
unnatural at thie tiae and maf mean the difference between 
haYing a Yery aucceastul offerinf on this relat1Yely 
large amount - the largut amoun so tar - and of 
an offering that ju.at geta by. But I also think 
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it tit• into the p!Jeral. provu; that it ia not auah 
a tundalleutal. ohaDp, nor h it eoaethiug that will 
break down either the general prograa of !iuaucing, or 
certainly not the pattern ot ratea which we have had, 

It would eeaa to ae that we need a ooapaniou piece 
to the reatrioted two and a halt percent registered 
obligation, and that the be~t we oeu do on such a ca.a­
panion piece ia a bro and a quarter percent, tully­
prketable bond. !hat will pt, I !111, a large plq 
from the banb outside the aCIIley centers -.hlch have the 
excess re~erna that we now want to pt in to use, and 
i t will get -e plq hoa non-bank iuveatora who don't 
want a refiatered aeGUJ'itf, I think that ia Laportant, 
trom a po iq atandfoiut, to uke that aove aa quiclcl:r 
aa poaalble . I don t think it interferes, either with 
the general progru or with the pattern of rates. 

is tar aa coat to the TreaauJ'7 ia concerned, I 
think it would not coat you anr more , probably, than trr­
ing to combine a aborter term, a two-percent iaaue, with 
aome further distribution ot the two and a balta by open­
ing them up tor aubaoription to a larger variety o! buyers, 
or in some way to the ballka. I think that would cost ;rou 
just aa much, probably, aa the offering of the two and a 
quarter. 

I don' t think the • tur i t7 ia too long !or bank a 
which would fo tor a two and a quarter in preference to 
this long no e or abort bond, which would be ot!ered wi th 
it. !hey would have their choice th•re, and inao!ar aa 
the;y did go tor it, I think it would still be within the 
banking range and &leo w1 tldu the range o! a011e non-ballk 
investors, 

It se .. a to ae that aarketwiae, yes, you are still 
doing market financing to eoae extent, although it ia more 
and more adminiatration policy, but aore important than 
that, that it tit• into the progr-. and fills a place there 
that ought to be tillei at this time. 

Until we get those exceaa reserve funds outside 
the aonay centera into uH, I think we are at7mled 
on having a decent national credit policy; too, and 
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forced into the poaitlom of doing temporar,r thinga with 
reapect to In York and C2doago, beoau1t we han a 
apecial eituation there, and are ,unable to deal with the 
thing ae a whole. 

liR. ECCLES: .ulan, what auuranoe han 70u that a 
two and a quarter would get thoae into uae, where a two 
percent wouldn't! 

liR. SPIIOUL: I think they would luet go into u11 
more quiolcly and larger uounte; and what telle .. that 
1a just rq c~ aanse. !he two and a quarter will get 
more moner than the two. 

liR. I'ILLUKS: Do you think the iaauance o! a two 
and a quarter, now, would do &W&f with the neoeuity later 
on o! altering the two and a hal!a? 

liR. SPROOL: I dClll' t thillk - . it certainly would not 
inTolTe any necessity o! altering the two and a balta; it 
would probably do awa7 with that neceuity. We would 
haTe a companion piece there, aa I ·~· tully marketable, 

' and i! you didn't want to take a regiatered security, two 
and a hal!, 7ou could take a tully•lll&rketable two and a 
quarter, and there would be - an element o! diacrimlnatlon 
would be gone because 70u would han an o!!-aet in ycur 
fully aarketable, as againet a quarter o! one percent. 

liR. BELL: illan, do you thillk that i! the banker• 
outside o! New York and C2aicer;pderatood pretty well 
that two percent was the liai !or banka that they wouldn' t 
coma in with thue exceas ruenu'l !hay ate now aitting 
around waiting !or a two and a quarter, probably. 

('!he Secretaey and Mr. Baa a left the conference 
t emporarily.) 

liR. SPROUL: I think they would come in more elowly, 
and I th~nk it ia iaportant to get them in •• faat as 
possible. 

liR. ECCLES: I don't belieTe that the exceaa reserTee 
would go into bonds at all. I think that the tandeney- ia 
to ahorten, if anrthlng, the range o! bonda because of 
thie higher 7ield that we are getting now ou certificates 
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and not••· If TOU can't get out the ezoeaa ~eaervee 
with the one-T••~ oe~tifioatea1with the ~•duotion of 
the diaoount ~ate, with the bi .l - the po#tad bill 
rate - and with the change we diaouaaed the othe~ a.,--

MR. SZDICW: .And with the repurohaae agraeunt-­

WR. ECCLES: ••• and with the change we diaouaaed 
the othe~ a., of aaking billa &Tillable up to aoaa 
amount - a hun~ed thouaand, o~ two hun~ed thouaand, 
to the amalle~ institution• who won't bid. 

Now, that ia the ftT - that ia the ~anga in which 
you are going to gat this axcaaa reaerve. lhat they 
are now lioldlng in ezoeaa is the liquidity portion of 
the bank that ~ep~~aenta the greatly inoreaaed deposit 
at~uotura that they han no anu~anoe of how long they 
will hold. Unless th17 feel that they oan ba almost 
made - the equivalent cash - I think they a~e still 
going to hold. I think the last thing the{ will do 
with these excess reserves 1a to put them n bonds. . 
I don't think that the two and a quarte~ will touch the 
ezoess reserve p~oblem, Allan - o~ the two, either, 
for th.at utter. 

MR. SPRaJL: '!hat h a matte~ of opinion. The 
three-eiidltha percent bill we have done quite a bit 
with, bu£ I don' t think it will go muoh further . 

bill. 
MR. ECCLES: I think we have to go further on the 

MR. ROUSE: I had five reports from oountrT banks 
aoattered th~ou~out New York State, and they didn' t know 
how to bid, didn' t want to know, weren't interested in 
the three-eigbtha o~ half rate. They were interested in 
the bond ~ate. 

MR. BZnlCW: In what rate? 

MR. ROOSE: '!he bond rate, 
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KR. SZDICW: That •• froa wheNt 

KR. R>USI: They WN t.oatteNd eaall b&llka tbJoough­
out Jew York State, 11 our bank relation• IIAID han baen 
throughout the :»tate. TheN jUit happened to be fin 
of thea that paued onr a, duk yuhrday. 

MR. ICCI!S: I don't think the two and a qunter 
meeta the feeling that there ia dlaorlalnation, that 
the IIUtual aninga md the building and loan get two 
and a half; and to aaltt a general urket iuue of two 
and a quarter to aeet that - it h neither fhh nor 
fowl . -you don't 11tilfy tn7body to do that. Of courae, 
you are eatabliahing a general aarket rate. 

(The S.oreta17 and Kr. Baae N-eutered the conference.) 

B.X.JR: I a 10r17, I wanted .to go back to Janua17 
and ate what we han done. I want it Tilually. George 
aaid he didn't haTe it the way I wanted. If it ia an1 
good I will aell it to eaoh of you for a penny apiece. 
(Laughter) · 

IIR. IUJSI: In 11ying a two and a quarter and one 
and three-quarters, I had in aind the NoTember and 
December finanolng. le were talking here Tuuday of a 
reopening of the registered t wo and a half in the hope 
it would produce in the neighborhood of the aaae uount 
we got laet ti.. - a billion and a quarter - and on 
the baala of the four billion dOllar offering, we aight 
then be on the basis of doing onl7 one iaaue . 

At thia tiae, aa far aa I can see, I would reTert 
t o the two percent boni .. the two peroent bond carried 
as one inue - again hul:ng in aind tllat December, 
which would be a tax aonth, . would be an interia financ­
ing, ganarally apeaking. 

H.X.JR: One iaaue· of t wo peroent? 

liR. K>USI: In lonaber. 

IIR. DJUPER: Do you aean a two and a quarter, now? 

MR. BOUSE: To do the job along the linea that 
.Ulan aentioned, of trying to bring in tunda fro• tba 
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reaerTe oitiea and tbe oountr,r baaka, and get tho,, 
exoesa reaerTaa wortiag and palliate thia teeliar 1D 
the countr,r,b&Dka t._t the7 haTe been diacriainated 
against with respect to the two and a halt'a; generallJ 
create an ataosphere ot a tucceeatul financing and then 
revert to the two percent bond in NoTeaber, acoompanied 
b7 the two and a halt reopening. · 

llR. SZYKCZAl: 1lha t do JOU do 1D De cellber '1 

liR. R>USl!: Short-tera. 

liR. llCCLl!S: t.hat it the7 lind there w~ll be a 
two and a quarter opened up? 

)(R, R>USE: 1Ji th the Tolmae onr the whole period, 
I don't think we can liait our1elTea; I think it would 
be unwise to liait ouraelTea to the two percent bond. 
I think we ought to haTe aTallable the two and a quar­
ter 10 thtt the7 can interchange and gin 1oae ditter­
ence. It 1a just a 111tter ot par.cholog7, " ·far as I 
can he. 

H.M.JR: Sa7 that again, will 70u, Bob? 

li.R. ROUSE: The Chail'IWI raiied thla quntion ot 
revertidg to the two percent bond. I don't think 
tbe re la , IDJ problea, urlla twiae, ot renrtlng to a 
two r•ro•nt bond; that people would atlll want to 
cont nue to till out their holding• ot two percent 
bond, but n han got tb widen the group we go •t, which 
we would do 111 th the two and a quarter. I think the tm 
percent h&l got to carr, the bulk ct the load. I think, 

at lnterTall, ae we haTe done, we haTe got to widan the 
llet ot couiona we are ueiag 10 that we han a little 
greater Tar et7 than it we are· reetrioted to notes and 
a two percent bond. . 

llR. ECCLES~ You han got loh ot aar\cet bond• out 
tor thea to take now~ 

llR. RXJSI: The7 don't want to bu7 thea in the 
aarket; the7 want to bu7 direct froa the Treaau1'7 at 
par. 
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)(R. I!C<l.IS: Ot oour .. , 100ner or later ill thh 
picture the b&Dka han got to IUI4el'ltall4 that what h 
looked upon u the natural, noru.l. t7Pe ot tinanoi"' 
1a out the window. Thia h a controlled aarltet; W. 
ha'e got vower to bur clireot ti'OA the Treaeur,r. The 
bank a don t want ua to u .. that power. We don't want 
to uae it. The financing ha1 got to be dona. You 
are going to do all you oan b7 telling ••ouritiea out­
aide the b111ka. When 70u get clo'tlll to the point wheN 
that dou not get 1ro. enough .1101117, thi'Oilgh tax .. and 
selling out1ide, then either the b&Dke c111 k11p their 
tun de idle or tbe7 can ooaa in and gat - I 1houlcln 1 t 
aay the7 can keep their tuncla leila.- what I lhoulcl aq 
is that we gi" tba wbatner tuncl1 are neoeuar,r, and 
JOU P&J thea up to two percent - 70u gi'e thea the 
tuncl1, then p17 up to two percent. 

Now, it the banlta don't want to pla7 along with 
thia kind ot a range, up to two pei'Oent - coaparathel7 

. high ratea in the notaa and cartltioatel, with that 
'ariet7 - then all the7 are goinf to do in thi• picture, 
it aeema to me, would be toroe d r1ct purchasing. I 
don't belie'' the banks tre going to ait with idle 
funds and take - and not take the two percent because 
they can't get two 111cl a quarter. . · 

The banks, aa I ha'e 1een it o'er the Je&ra I 
ba'' been here, ha'e ne,er bean 1ati•tiecl when the rata 
waa three percent. 1hen I tirat c ... o'er here in 
the tall ot '84, I will ne,er forget ., tir•t experi­
ence; bow the u.rltet wu tight and clitticult, and the 
two 111cl ••nn-eightha pl'lctioall7 tailed. It waa a 
partial17 tax exel!pt iaaue, too . The b111k1 figured 
that the rate waa too low. i.1 JOU look back, there 
ha1 alW&JI been that tendeno7, and I juat don't feel 
that the two and a guarter h aJI1 other than an et!ort 
on the rrt ot the ~ank• to get a better rate, and I 
think i will weaken JOUr whole atruoture. · 

It the two percent - what il now being ginn to 
the bank• - waa not adequate to gi'e them a aatiatac­
toi'T inooae; aa tbia thing expancll, then I would ••1 to 
gi'e thea two and a quarter. When it can be abown that 
tbe7 need more re,enue to get b7, I aa certainl7 tor 
pa7ing thea. 
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H.Jf.JR: I C&D •ee we will han Meting• onr 
the week-end, Sproul and Rouee in one corner, and ~aae 
ot the othen in another corner, beoau11 tTeJ'1th1ng -
the1 will tab the two and a quarter just u Dicelj' 
next month? 

IIR. ROOSE: It doun' t tit · u well with the two 
and a halt; that is what I had in mind. I O&D 11e a 
halt spread between the intereat ratee and the dual 
iuuu. I thiDk that ia quite aatietaoto17. 

B.Jf.JR: But TOU could I&Te the two and a halt 
tor December? 

IIR. ROOSE: i quarter ot on .. percent betwetn 
iaeuee would be a little different, I think. 

B.ll.JR: &lppoling though, we wanted to put on a 
big drive in December, wouldn't it- what would it be? 

IIR. ROUSE: You mean take an amount autticient to 
cover TOU tor two or three or tour montha, fifteen or 
twent,r billion dollars? 

II .Jf.JR: No. 

IIR. SPROOL: I don't think Dec•ber h the aonth 
tor a bif driT~. I •hlDk Janua17 would be better tor 
a big dr ve. December h the tu paJUnt aonth; JanU&J'7 
is a reinvestunt aonth. I think J&1111a17 h the better 
month tor the big drive. I think 10u ought to do it 
then with preparation beforehand and a bfg .aelling 
campaign. 

H.Jf.JR: Sane ot these bankers think December-­

JfR. ECCLES: Instead ot spending 10ur aone1 tor 
Christmas, aell them bonds; rt them to buy bonds tor 
Chrietmaa present•; make tha as a baaia tor 1our 
campaign. Otherwise the aontT will be spent for 
Chrletmas, and the1 will have billa to Pll1 in JanUIJ'1 
and won't be able to b~ bonds. 
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KR. !IllS: It would CNt do1111 the pre11U1'e on the 
price oeiliuga, too. It we are going to do a big job, 
I na thinking ot eaTing the tap i11ue until Deoem~er. 

KR. SPROUL: I don't think fOU need to throw that. 
tap issue into a blf driTe. I think that is a restricted 
market ieiUe whioh a at.ed at a oertaln group ot 
investors ae lunda whioh aoOUIII.llate tr0111 month to month, 
and 1t shouldn't hit them at the end ot the quarter 
period. 

H.II.JR: 'leU, Marriner, why don't fOU do this -
with this extra tour hundred million that oaae in, 
I don't see whT .. should raise our billa right now. 

KR. ECCLES: We are not adTooatiug that the billa 
be raised until - fOU aee, fOU haTe been getting a 
hundred a week new mone7, and on Ootober 21 it will 
drop down to tift, million a week. It ia our idea to 
keep it to the hundred million a week of' new money, 
and that doesn't oome uutil Ootober 21. That la three 
weeks any. 

KR. BRIJ.: It has been suggested that you go up 
to tour hundred tit~ on October 21. 

KR. Bca.ES: That 11 quite a while anf, but that 
merely keeps up the hundred aillion of' n .. mone1 .. 
han been raiei.Jii now tor 18Teral months. Until we 
get the billa up to a coneiderablT hi~er level than 
they are now, we all f'eel that we shoUld oonti.Due to 
get a hundred aillion new mone1 a week until rou reach 
ICIIIIe JlOint where we think that we han poasibl.T got 
enough billa in the market to meet the situation. 

H.JI.JR: Well, couldn't you people have a little 
more diaoueelon amongst fOurselvee and eee--

KR. ECCLES: I don't think 1 t would do aJl1 good. 

KR. mAPER: We are -prett, well talked out. 
(Laughter) 
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KR. ECCLES: It is just a queetion - eaae ot ue 
have certain views. 
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KR. SZYliCZ.UC: I thiDk we all apee that 71 can . 
eet all the aone7 you need on the two-percent. It is 
lust a question ot whether JOU are goiu to get a larger 
subscr iption or not and whether 7ou wan{ a lirgeraub­
scription. 

KR. ECCLES: Here 1a another thing in connection 
with thet , though, th&t we all do af." thet 7ou ahCIIlld 
not put the one-perce~t note out. e all agree th&t 
this ie just as good a tiae aa any to aek tor t our 
billion clollars, and don't deeipate the aaount ot 
notes or bonds, but just tour billion, and ~q, "Here 
are two otter inga, take 7our pi ck." 

H. ll. JR: Do 7011 like that.?· 

KR. ECCLES: Yea. We e.re &greed on that, &a I 
understand it. 

KR. SPROOL: Yea, I think on theae-­

H.Il. JR: We l ike the.t, don't we? 

KR. BEIJ.: Yea. 

KR. SPROOLa ()1 these aillor pointa--

KR. H.US: I think it h too late t or thet. We 
were tor that eoae tiae ago. I thiDk 70u han reached 
the stage where the TreaBUrT will han to designate the 
type ot securities and the aaounte in eaob one. 

H.ll.JR: You dcm' t want thet 110w?. 

KR. H.US: lfo. In a aonth or two the trend will 
be the other wq. It h good in r::ce time, but now 
we are getting into higher tinano , and I think it 
ia a trend in the wrong direction. 
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KR. ECCLI!S: The Canadians do 1t when the{ ft!lt 
their big mone7. 'nle7 just .U:e an offari~, Hero 
&ro two pieces of paper; take 70ur choice,• and it 
h&s been working Ter, well. · 

KR. !IllS: It ian' t an important thing between 
those two iasuea. 
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KR. SPROUL: I think it fi ta into the nr fiiWloing 
and nrr large off~ringa . 

KR. BEll.: If we had done it on the laat· two iasuu -
had gotten two bi~ion dollars on 70ur long notes and 
about a billion in rour certifi catu, that 1a the •1 
it would haTe worked out instead of a bi llion and a 
half eaoh. 

KR. H.US: Wl th a fixed pattern of rates I think 
you haTe to indicate when the rate pattern gets rigid, 
beoauae the banks will go out and take the high interest 
rate a. 

KR. SPROUL: That 1a what 1ou would think the1. 
would do, but their custom oTerooaea their intelligenoe, 
and they don't do it. (Laughter) 

KR. WIU.I.UI.S: 1faa there auy dhouaaion on Wedneadq 
aa to the likelihood in the future of ohangl..ng this two 
and a halt to a ful.1T u.rketable aeouri t,.'l It ee•a to 
me the queation ia aa to whether we put out a two and 
a quarter now aa related to that, indireotl7. 

liR. BILL: You aean the two and a halt tap? 

liR, WILLI.UI.S: Yu. 

KR. BILL: If we change, to that extent you some­
times eliminate the banks. 

liR. ECCLES: 'lha t 1a right, we would. 

liR, BILL: I don' t aee how it aeeta the b&Dki.ng 
problem outside of New York that 70U haTe been talking 
about. 
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WR. ECCLES: I! 7011 Met the nallu buk' a prob­
lem up to, aar, .the million dollar point--

WR. WIU.LlKS: .Ulu' 1 argmunt waa !or a !ulq 
merketable two and a quarter a1 a companion-piece to 
the two and a hal!. · I! later then h enougll prenure 
to bring about a change in thia pruent two and a 
helt tap, it does throw IOIU - don han scae influence 
on hie position. 

KR. BELL: You do increue buk depoai h when rou 
allow the commercial banks to buT any seourltr, eTen 
though ther up the percentage of their aaTinga deposita, 

KR. ECCLES: !bat 1a right. 

KR. SPROOL: I han a question· on that, both adainis­
tratinlr and on that ground. We oould reaiat an,r 
presaure that might develop for widening the abilitr to 
buy the two and a halt, and we could resist i t better 
if we had a fullf marketable two and a quarter. 

There are four or five thinga, Mr. Seoretal'1, in 
the minor oategol'1, aaae of which we haTe touched on 
here, which we think we are prettr well agreed on: increase 
the issue of billa on October 21; r oll-OTer of certiJicates 
at the end o! the 110nth could be two billion on the one­
rear certificate to pick up fiTe hundred aillion. 

KR. ECCLES: Or •ore enn. 

KR. SPROOL: YOW' iasue thia tiM, we think, 
could be !our billion; let the market decide what pro­
portion• it would take it ln. 'Jbe iaaue should be 
left open fOUl' or fiTe daJa to giYe a chance to do 
1011111 work 011 it, and the p1111ent dates abould ba spll t 
aa on the last iaaue ao that the tunds would be taken 
out of the market on different 411•• 

H.II.JR}· I don't think there would be an.r trouble 
on that. 

KR. ECCLES: We were agreed on the one and a halt 
it rou put out the two percent. 
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H.ll.JR: ~e and a hal! to MID tor-­

IlK. ECCLES: To run to Deo•ber of 146. 

JlR, ROOSE: It you are going to lene the books 
open, it would be preferable to make the offering on 
wednesday, beoauae MOnday ia rnerallJ a holiday, a 
carryover of Columbus Daf, an a good a&n7 banking 
institutions are likewise oloaed 10 that lt would be 
bette~ in order to leaTe th .. open, to open the books 
on Wedneaday morning and OU"1'7 l t through Saturday 
nleht . '!hat would aean that the reaene banks would 
have to work over the week end, but that wouldn't 
hurt thea, \Ve can do-it in 0111' aho}. 

H.Jl.JR: It ruehea ua here awtull,r. 

JlR, BELL: How ia tl;Lat? 

H.ll.JR: It ruahea u1 - it ruahea ae, 

llR, ROUSE: The second beat would be to open 
Thuro4ay and carry thro~gh Saturday night. 

H.ll.JR: ()pen 'lhuraday? I can make up llll 
mind. When are those fellows coa.ing down, TUesday? 
We could aee them TUesday and. get together with you 
gentleaen TU~aday afternoon and close it, 

JlR, BELL: '!hat aeana announce it Wedneeday 
morni.ng? 

KR. ROUSE: Settle it at l'QIIch time in order to 
get the word out to the banka 10 that the neoeaaary 
meohanioal job oan be done. 

IIR. BELL: We han got. to go out pr~.tty !ell·-
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llR. ROUSE: '1\leaday noon, yea, I think it would be 
better all along the way if we oould make that time. 

H.K.JR: When are they oe~~lng from - when to when? 
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KR. BELL: llne to eleYen-titteen. 

KR. ROOSE: line to elnen. 
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H.K.JR: You Fed people come OYer. It 70u don't 
insist on beef steak, we will settle it at lunch. 

KR. SZlKCZAI: You aean '1\lt~day? 

H.K. JR: Ttleaday. 

KR • . ECCLES: .Ul ri~t, air. Do 7ou Wlllt to 
haTe the aeeting at two o clock? That would be right 
after lunch. You wouldn't Wlllt to aeet before lunch. 

H.K.JR: We will aeet at lunch - one o'clock 
at lunch - and we will 11ttle 1 t at lunch. 

KR. ROOSE: Would the first p~ent date be the 
second Konda7 following? I think that is the 21st. 

KR. BELL: I would like to haYe the first payment 
around the 16th. I would like to think about this oYer­
all - theee eplit dates and leaYing open--

H.K.JR: 1hT don't 7ou and 1J11body that is inter­
ested get together on that? I oan ll&ke up rq aind. 

Dan? 
&.ECCLES: 11h.at do 7ou Man, 70ur epll t datil, 

KR. SPROOL: Split paJaent datu. 

KR. ECCLES: 1: thillk that h--

KR. BELL: Bow abolit allotting in full to all non­
bank subscribers for the bonde? Would the banks get 
them within ~ couple of weeki &n7how? 

KR. BC~BS: Jo, I would doubt that. 

KR. BEU.: 'l'hq would get all the7 want on sub­
scr i ptions, wouldn' t the7? 
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JIR. SZ!J(ezAX: '1'ba t 1a !' igh t. 

liR. ECCLES: l'e onl.r want th• to t&k• what 1e 
lett onr. What would be the objection to that? 

JIR. SPROUL: I think we could coneider that on 
this ottering. 
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liR. BBLL: Ihouldn 1 t do u,y more ha!'lll than it 
would it the7 got the tull prorata allot.ent. You aigbt 
keep a tew ot th• out there in the hands ot indiridu&la. 

liR. ECCLES: It-would be a good thing tor the bank• 
to lind out that--

liR. BBLL: '1'he7 are unde!'W!'iter1. 

KR. ECCLES: ••• ther are the laat line ot deten•e 
her e, so to ~peak, and we don't want the banks to take 
&n1 more than is neoess&!'f, and we expect them to take 
what 11 neceea&rJ when JOU ban placed all rou can place 
outside. The7 are in a Yl!'f ditterent catego!'f than 
othe!' inYesto!'e in this picture, and the sooner the7 
learn that, the better. 

IIR. RWSB: It JOU do a two-percent iasue, 
partioululJ - it ia usuallJ t!'Ut - and 10mewhat ot 
the two and a quuter pt!'cent iasue - that fOil will 
til\_d. that the Yollllle taken on a hund!'ed peroent allot­
ull't-lrill not be eo le.rge, and TOll will han - JOU will 
giye out those ligures, ot course, and th•T don' t look 
too well. · 

KR. ECCLBS: You can't ulce it look well by haYing 
big OYer-sub•criptione b7 sweetening the issue ln order 
to aeet a tTP• ot de.and, it the sis• ot this job - it 
•• are going to aiproach this troa that standpoint, we 
are going to get ioked. 

IIR. RWSE: Then JOU han to go to a ditter ent 
trpe in the W&1 ot big organisation d!'iYee. 

H.K.JR: Well, let ' s call it a da7. ire JOU going 
to be down here Tueadar, Rouse, when these fellows caae 
in !rom New Yo!'k? 

Regraded Unclassified



199 
- 23 -

IIR. ROOSE: I h&c1 not disouutd that with lllln. 
It depends on 7~ur judpent. 

IIR. SPROUL: I · think it would be good for bill to 
be d01111, and I oould be 1n New York. · 

H.JL.JR: 1Jould that be all right w1 tb 70u? 

IIR. BELL: Yo~ would lnterTiew the people in the 
IIAJ'ket? 

IIR. SPMJUL: Yea. 

H.M.JR: Could 7ou arrange 1t that •7? 

IIR. SPROUL: Yes. 

Regraded Unclassified
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lh to11 rooall Ulo 808.,...., 41tt10111'J wo'n U4 wU:b 
lu. UJ1DC •• •• 41reoU, w Ulo peoplo 1a Ulo ....... 

1111Jr1 lo•. 

I I Well, lie Ml aa -c1aoa' beN. ftw Ooaa1U .. bel .. , r•• ,. .... oa U, •• .-.;, ll.kelJ will •4otl' 
1 '· ••• 

811Jr1 leaL 

11 •••• tdllu 1IUl ~·• ..._, epeo1f1o powor. 

1111Jr1 111. 

1 1 Wo'•• baY~ l•ala wUil b1a •• Ulo ••••Uoa of 
1181 a ... coro io WJ ' o work ou' •ou\IU,.. Wll1ell 
lllp' be •taaUJ aooop1:D'IIll. 

811Jr1 "r' oa!a. 

II 

811Jr1 Will , .... , •••• 

. . 
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..., 
Well, 1lba' oaa I Gilt 

I 4oa'' kaow- I traaklJ toa'' know ~e\ber tbere 
1• UJ\hllll JOll OaJI to. 

Well1 ~ere'• ao r .. eoa 1a \b• wol'14 ~ UJbo4J 
e!lllw.4 10 uoep' tbroqta tbe leore\UJ of tbe 
'rr ... ....,. 

Well, .. I 411Ue ...... 

Aa4 I- I obJen ••r•-•lr. 

Well, I 1 4 Uke ' o be allle t o MJ ~'• , ... 
• 

Well, I whb ~71 4 1e' llol4 of WaUer Oeol'lt aa4 
.., ~t· I- I ' abeolatelJ obJeot etrenuoaelJ for 
Ufbo47 01lh14e of tbe 'rr .. "U'J \0 10 ~re ezoept 
tbl'oup tbe l'eo.r~ of tbe freae1U'f. 

All npt, I'll .. e tb&' tb&t'e 40tle. 

llb&tt 

I'll •ee tb&' tb&''e 4oae. I ton'~ kaow \bet tbere'• 
&IIJ~III el" ~t r o•'' '" able \0 40 1n W• O&•e. 

lo, I obJeot ••rea.oaelr. 

All r1P'· 

h OeoJ'Ie U'OQII4t 

tile aHUJII !au J••' broken ~· Be'• prob&blJ \&lk-
1 .. \0 \he preee. 

BlUr: Oil. 

8 : Be wolll4 - I eolll4 ao 4ovbt 1et b1ll tor J01l 1n \be 
ooa.ree of • •• • 

BlUr a Well, he •e' UkelJ U \be war I aa. Be' • on 111e 
waJ t o lua. 

B: Yea. 

Regraded Unclassified
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Ja' U1 *'· 
All np,, •• Mall 4o 1 '· ftlaU ro•. 
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curt 
.. olu tee. 

JDUra Ill'. I. r. l'<lae 11 1a lire. nua• rooa. 

•• tee. 

IIIIJrl •e' • 1o~!! o•' '<I AIIJOOD '<I take pbo'<lfP'apbe of 
eeooD 4 l'llltber--.kl .. •Dll1••'7· 

• • tee, 11r. 

IIIUra ••'4 like '<I IDMI• a OOIIJ)le of 'be U•• ~\ ••'r• -
that we're 1D \be .arket t or t or \be luee1ana. 

•• AU riP'• e1r. 

JIIUr: le \bel'e 1117 J'eaMD - J'Oll 0&11
1 , \IU h.U' 

Ill I \b1Dk WI DaD &1YI hU -· t oll lulow \lja\1
1 \be .. ,,,r ~\1 1 •~•r 1n Jetter'• ott1oe DOW. 

llllo1ra I know. 

1: t11. An4 I \biDk we !laD ciD \bat all r1pt. It 
he oan &1~• .. J••t a t .. .tnntee, I'll - I'll i•• 
eoae - I'll ''' aoae of \be 1nto~\1on tor h18 
an4 oaU b1a. 

llllo1r: t... weu, I \billk \be 'beet rune Wll14 'be w •IIIII 
h18 OYeJ' \biJ'I, 

1 : t11. Well, all rtpt, t1ne. 

lllr: I'll - I'll een4 hU OYer '<I 70•• 

• • tee, 11r. 

IIIIJra 1 WDk that'• \be "'' wna. 
Ia AU J'lpt, t1ae, 

lllra AD4 1 cloD'' \b1Dk tba' the''' 1117 UlUAJ'7 IIOJ'eU 
OJ' IIIJ'\biftl• 

1: WeU, I dlla'' tb1J1k eo •• w - •• w \be \7PII of 
•terlal, DO. 
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J''1 IIOOD4-~ 

Y11, 10a1 Of 1' 11 IIOOD4 beD4 all4 1- 11 DOW. 

Well, 1,11 ~ IIOOD4--.a& be11 1D,Il'll,14 1D. 

All rlP'· All. rlP'• u4 1 111 111 *' be U. 
tbat 1Dtoraat1oa. 

Jt'o - 1t1o - well, 1f be ... ,, 'o take p1otaroo, 
1t1o - 1t'o ooooa4-baat. 

8oooD4-baa4. All. rllb'• o1r1 aJI4 I ' ll ' ' ' ._, 
1Dforaa,1oa tor bia. 

l••· all'. 
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.,..,. Ootober 2, 1842 

TO Seoret&rJ Morgenthau 

,... J,lr. Paul 

Senator V&Ddenberg ... a. a 1peeoh 711terda7 in the 
SeDAte Oil fOur pre11 ooD!ereiiCe OOIIUnh OODOtrllillg the Seat. 
Finance Comaittee'• Tote to freese the eooial-aeourit7 par­
roll tax•• at preaant le~l• for the 71ar 1843. 

!he Senator prefaced Ilia re ... rb with a oo .. nt that 
he dlelibd to diaagrea with rou 1.D. &Jl7 rupaot, that he baa 
dup reapeot for rour earneatu11 and peraoi:l.al and public 
inhgrit7, and that rou aDd he are wara peraonal frienda. 

Senator Vandenberg then charged that rour preaa oon­
ferenoe eteteaent •11 in rlolent oonfliot with the facta 1114 
ao llkel7 to 1•4 to totall7 uD!o\IBded ooul.uaiona, &D4 to 
mialeed not onl7 publio opinion but alto oonereaaionel de­
ohiona regardi.D.g thle rltall7 laportant •tter, that I whh 
to explore the problea proaptl7 aDd without further de1&7. • 
The Senetor a11erted that rour preaa oo .. nh were • a atraia:ht­
out oherf that the eotion of the Seneta Finance Comaittee, i7 
a Tote o 12 to 4, in freest.g pa,-roll texea at exiati, 1 
percent leTtla for 1948, ia a tkreat to the aolTeiiCT of he 
aooill-aeourit7 truet dtdioation.• 

.la hie prilloipal arguaent in deJI1illg thh auppo11d 
chlrge the Senetor referred to atat ... nta aade b7 rou before 
the Houae Wa71 and )(eau C~ttee on liaroh 24, 1939, with 
reference to an appropriate aooial-aeourit7 reaerTe fund. 
The Senetor quoted rour c_.ata, u folle~~r11 

·~e ahould not aoou.ulate a reaerTt fuad &aJ larger 
than ia neoeaaarr to protect the 171t .. agaiaet unfore­
aeen dto1i.aea in reT.auel or inor••••• in the T01~ 
of benefit pa7J18nh. Speoifioall7, I would auggeat 
to Congr••• that it plan the financing of the old-age­
ineuranoe 171t .. with a Tin to aalntlilling for uae ia 
oontlngeuiu u nentual re11rTe uouting to not 110re 
than taree tl.aa tbl hlfheat proapeotiTt annual benefit• 
in tu euuiq 6 7tar1. • 
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fu Seu.tor tkoa aaHrtoa tat altat C.IIIH•• Ui 
preoiaelrwut ro• ,..._ •• , ...... retonai t. tile --­
... t thea d.optoa tlilat ro4!ll1Na the Searl ot 'fnateu ot tM 
Ftder&l. 014 "«• ud Suni'ftl'l !nat hall to report 1wMtetelr 
to tilt Coagr••• ueaenr it h ot fu opiaioa tlilat 4vbtc tu 
eJIJuing fin roar• the tl'lllt tua wlll uoeoa teu tiaea tu 
higheat &UDual ezpelliiturea aatieipttei cllll'ial tMt fi•e-fiaaal-
7'11' r.riocl. Be thea ta14 tkat tke tl'lllt lui it tUrtr tiaea 
wlltt • roquiro4 1Jl &DJ of tM aut tin roar•• ad h ab 
tiMe the total ro4!'1iJ'tMllh of tkeH roue; aa4 tut "the 
tl'lllt tullll tour it twioo ae llic ae lfr. Jlorceat•• ua . aaia 
la ita -.rlJnla uoeuitr. • Tat Suator ooaoliiU4 tllia portioa 
of hil co-nta with the attertioa tlilat 111 reo-U.illg agaillat 
the aclopti oa of the Vu.4allborc -na..nt, rou are ._pifioeatlr 
wrong•. 

The latter part of the Seaator'• •r.••h ia apeaulatioa 
ot tilt reuona for 10111' pron atat ... at. • t1rat tllllttcl tlae 
filial portioa of 10lll' •-•h, aa fou ... , "Paaaaga of fu 
Vandenberg •waaut woulcl alto require aubatutial &cljutuat 
la the Gonrawat 1 1 plau for war fl.unoiq. It woulcl, ill 
effeot, reduee tbt flow of aati-illflatioDAI'T fuaclt iato tM 
Treuurr br onr $1,600,000,000. • Oil t• bub of tide the 
Se~ator ohergn tll&t rou wu.t to clo preohelr wlaat rou wutea 
to do with til.e 1001&1 IIOlll'itJ fuacll 1Jl 1836, u4 pl'tehtq 
the tldng that 10u wel'l claiecl br the actio• of CoJtCl''" ill 
1989, -17 •to ue the flow of pruutq UlllltOtii&J'1 n­
eern fllllda aa a rtlenoir ato wlt.ioh he oaa polll' a ooapa:rablt 
part of •• War llollil". !he Su.ator atatu tllat W• il u. 
objeothe with wlaich it h uoed.iaclr lliftlault to t11&1'1'tl 
in Tin of the trem.eU.Ou taalt of tba1ag fUJlcla to par 
enoraoua war billa but tut &DJ -.rorotcl clraft upoa the r•­
aourcu of the aouat17 to par tlae war billa alaoul4 be clou 
opeD17 u.d 1Jl the - of fu war effort, u4 tlaat it uouU 
appl7 to enl'fboclJ a.a lhoulcl .ot lit applid uoluinl7 to 
induatri&l. worker• &llAl •IIPlorora. 

lt the oloae of the Seaator'• apeeela it the followia& 
1Ulllll&r7: 

"Ia ooaoluaioll, I aubldt t laat the atat..,.llt 
u.cle 117 the Seoret &J'7 of the Treaalll'rit witllout 
juatitloation 111 rt1poot to ita ohugo tll&t there 
la &J17thing 111 the aotion of the Senate F11lanot 
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coualthe 11hioll. tlare&teu the iatecr1t7 of tu 
rnern tuaa. Seoe.al.J, I eubait tu.t ia tu 
latter p&J"t of hi• etat ... at u 11 coiac far 
afield &Dd dealiag •too little aaa too late• 
with ~ tr ... adou• red-iak deficit when ll.e leau 
upoa a dinnion of the ultiaate ue of tll11e 
tunde for the purpose of aeeting war def1e1tt.• 

20( 

Uter Seaator Ydlleaberf fia11ud hie apeau Staator 
taper 1tated that altllougll. ll.e • oppo11i to tlli Suator'• 
uena.nt he did aot with to o-at oa 1t at tu tiM lnlt 
would diiOUI it &aa oppoll it whea the tax bill C-1 be• 
fore the Seaate. 
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'7910 CONGRESSIONAL RECORD-SENATE 
.,.,.. T. Ill. .,._ a.:: 
..,,. w. .. BoftU. . 
w..,. A. • • JAu-. 8bn'; ..,.. 
........... l'aJ't'lW. ... ,.. l . A. 
....-. Dmr: .,.,.. Ill. -
ft"eAtlpNa· lUJWW.l.~ ,._, ...,..a.o . ......, 
Of't!U4&: Maror I . 0. B&mllioD. 
V1c:btlwt; .,... . . .. a:r..., 
McC)omt»; u.,,_ A. & Wood, (lla... -aaoRT or OOIGOT'I'I8 011 '11m MS. 
'l"A!OT or OOL11118lA 

Mr. IIICCARRAll. trom II» commtt1ee 
on 1110 Dllt.rlol or Oolumbla,IO wblcll wu 
referred l.ho bW CB. R. Will 10 problbll 
1.1» lllu&nce ot alooboUc -- U­
...,_ en cerWD lcoaUU.. In lbo Dll­
o.nct or Columbia, 10 problblt adoertiJin& 
tbo 111141 ot IUCb blftraleo. ODd lor otber 
- reported II will> amelldmeola 
and -11184 a ._n <No. 1121) tboft­
on. 

~. ft. ..... __ _ ........ -... ·.c·· ,, .. ... ..ttltottiiiiii.ID ''J- ....... .... ... u ..,, .. __ ., 

'ftlll .. ....... c:. llaUU/ --.• • ... ...rca ..... ..... _____ _ ............... - . ._, ~ 
Oil ............. 'Die .,_, '9 • --

:::t".:.::;; &:li.e:-...: 
,.,...., I.D ..... ,..__ 1 

'I'D .Aall ...... ' -- .... 

.~-~~~~====~~;."'::~:::; _.;.. 
ux-- aT .Kml ....au ciaAwa II. 
....._ a:acuuta c:a.ca. ...,'1"0 , .... ........., ____ .. 

t:0 ba" p1A\tld 1D .... ..._ • ..._ 
. ectUW -..ot. .... ~ Dee.• ...,..... -
.. _ ' · - ... - fteplo --II. 
• lllrmlllrcbUD • ..a. .. ....._. - a .. 
Club,at~.'W'tlllcllWIII .,.._..._. 
to ...., APs• Ddw J 
ADDUM liT LT. OOY. 0D1LL _..., 

TO TID IIILI'r'ABY OII:DD OP 'IIIII 
POtiPt.a B1W\'T • 

l"". ll.U.ONIIT--~-.. 10 
ho\Ye prtntAid La \be a.oo.. UJ. ec1a- CIIUY-
ered bJ Boa.. OdeU 8b...,.rd., L&nteDal:l' ao.­
ernor ot 00IU:I!to1kNt, &D Dlr'bJ, Ooan1, e.p .. 
te:mbor 28, 11M2. at tbt AD.Dual ~ OC &be 
MUIW'J Order 01 tbt ~ a.rt_ WllJGb ._.. ... .,. - ·1 
THII PAIUI envA'nOif DO .,.... 1m1DU1 ....... 

(Kr. CAPPa uteo lrAd obtal.l*l *" to 
u .. pri:Dtecl lA u.. - ... ed.ltorlal ""'"' 
tal l1J Pra.U Mota ttw ..... ,. .... WIUl 
,..:peel so ttM ,.,.. llt\uaUOo, 'W'IIIIcb .,..., 
I" \be APJ,MDd:l.&.f • 

TD UlO<.UO:D AU.T- .r.aTU:I.a 1ST L0m11 
lD8In' 

lab. JaAD ...... Y4 obU.lMiil .... 10 
baw prl.oC«lto 1lM ..... q art1o011 •e&ta.l 
~ v~ AUf 01 t.t.e V.DJMc~ eta-. • 
wrltWD b)' t.o\l.&. Llii*J. aDd IN ......... Sla 
tbe &tptembet a.u. Of \be rr. World. w1a1c1a ._ .......... -..J 

TD lliU8l8 D1 PAJIM ...._ 

I""· LA POLI.II'rn ubc1 1U>C1 oil..._ 
ltaY't to ba" prttt.\td tn UJt a.oo. uarUcSe 
tntltJed "'~p h:Uitd. LabOr OD Ul.f J'an:l:l .. "' 
P\lbU.abtd iD \.be OC~ber I UNt ot tbt 
Pr&trte PaniDer. &nd Ill tcU tortal ., ll&lph 
Ammon, dlNO&Or ot \be WliOollliD ~ 
mea~ ot Aptc\IJ&u.r.. whld:l. 'PPtU lA \M 
"-"""·I 

OAU. C. 'tD IIOLL 

Mr. VA.NDII:MJiao Db' I 1'01 tile-· 
Mr. BILL. Mr. Pr $' t wQl u. 

llecator from Mlehlpn JW4 10 - 10 1~::::::...; ........ lila a-- Dl a __ , 
Mr. VAMIIUJialo. Dooo tile lee• 

ator llllDt 111&1 ~f • 
Mr. HILL. I do. 
Mr. V.&IID&riW. Vt<J ftll. 
wr. mu.. I·n . .,_..._.,. 
~ ... ' 

The VQ P.ll*'' &L Till c:Jrft ' 
wiD eaU U>a ron. 
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So, Jolt, l'rell4<nt.ID laliDI 11M ftlld· 

117 at Jolt, -U>&U'• ....--­
-· ot bll---loot-­do7.Ua>U&t'llolelted ........ biiOWIINII 
1UIAI ........ lbt' ..UOC of lbt ~ 
ltaoll In ....,rt!DI u..t U.. o~IO 
reltf\'t, Lht oo11 rettf'l neoeiMI'f, ll a 
merve w111cb oquola-Umet lbo oD· 
tlelpal«< bendlt pa,..-enta dU~DI the I 
.-umtr ...... 

All r1Cb~ N..,, let ua ,.. wbett ft 
--lbeiNle. Tbo-ollbo 
uwt IUJ>d, wtlldl II 14 ao:t 1110 ,_ 
won P.22'1.000.DOO ot 1110 ead of U>o 
11sea1 rear 1M2. 

'l'be retel"Yt JJ not merelf I umes 
tile anllelpated btnellt parmento ciUriDI 
tbe saubleQutnt. yeua; the reae"e ll not 
onlJ &lreectr I Umes tbe a.mount Itt 
"" b1 Mr. MorsenU>au In bll ...,. leiU· 
D><liU u lhe _,.11&1 ~of the ID~tr 
of the _..., nmds: It II - - I 

\

tlmts wb&t It-t 14 bo-lt 1110 u­
what II nqullt4 In '"" 1 of ._ lll'lloe• 
®OOt ' llseal ,..,., ""' It II • llmel the 
total requlrtmto\6 of the next & ftiC&l 
)'<torL 

There ju.a:~ «».nnot be t.nJ denlll or 
tbole t\IU<OL Tho Iron !Wid lodl.r 11 
t'lllct u biC u Mr. Mortenlbeu hu Nl4 
IIIII mulmODI ..-tr. Yet when lbe 

- PIDaDco ccmmsttee - to 
malnl&ID a \U ooDec.tiOn atuiAlDc bllel 
IDIWid or ocldllla 100 peroenll4 the Pl7· 
roD·IU bur<llo ot 40,000.000 wor'llen 11> 
thb oounll'f and aD thttr emp\oJen. lD 
Wlle ol tho la<t that lhe !run IW\d ol 
\h1l moment. 11 100 percent better o.tt 
Ilion Mr. ,Moraenthau hi.,..U aold 11 
~to be • .,. Mx'J'' ::· the-
1 &lml! • ' to 
UJ tP propola1 ~ UM1 i:o. 
.,..., .. - old .... ml oun\o«o 
1-.o, IDd lbet It Ylolaleo -
ftnanetnc. I IUbmll tbat be il macnUl .. 
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10/P./tl 

( Handed to the h•14•t at Callbet 
today by lllC, Jr • 

The attaohe4 letten tor tu hel14•t'a 
· tignature were probabJ.r 4ate4 10/8 11 the7 
were made publio Clll 10/ 9. 
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... a .. p... .. a. ••• erra .... , a.utar , ... a ..... 
• , .. ••ta ,_ ......... u ... a- t1 -.1., ... 
... .._l•r•aa t• el ......... ..,....,..., , .. __ 
at ... ,..._, 1'"1 at l C ... ,. ... •• aida" .. 
h•, ... "" at ... ..-.-., ... wt\1 ,_, ....... 
MU•Ur te I ..... , • I PJ l, 1")• 

•• Mll"• tlllt ........ at 11M ,_...._ .. 
........ ,, .. •tllllarll •• tala ta•....,. -.tar­
••• ....... a - a' ...... 1 ... 1., -u Jeepuo~­
lla tM tlaaadll eteMll" el tM al~ap ... .... , ..... , ...... a, ..... -l& , ... ., ..... .. ... .. ""r' .... ll •• a .. " ... , .......... ..... 
.... IMla ea-l'J ....... ., ... Oaecft•• ... 
..... ........... .. ~ ........ la , ...... _, •• 
phae tw ... tl-' ..... tatlattea '"'"1• 

•a ... , .... lata ..... Cllal- ., ... 
l eaata rtaa- o-tt'" ... ta ._.,....at tM 
"•r• _. ..... o-tttea .._, u la ~~-••at " 
alt. .... , .............. , ...... -. .. _ .. Ia , ... 
• , ... - ,_., 1, .,. , •• ,...u.a" ........ 
•••• .. ........... -·, .. , .. , .. , . ,... la'-
tlaa te ..-st te Ule ..... , .... , •• - u tMU 
.. .- - .... ..,.... ..... u le ..... a ... , • •111 
, .. a ....... .. .................... , .. at .... 
latlll ...... ., .... - al ... - ..... ., ,_ ,....., ............. . 

I 

• . -
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eull .. ,. ..... a ..... UM Ia Ull I ' , olll .. .. 
et...vs ......................... ., ........ ... 
hCaNUM at ..._,, Ia a let ... S"NIIII .. . ..................... ..., ............. .. .,... .. , -. tsr·:;::• _ ..... ,_.liSa ..... -. 
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TREASURY DEPARTMENT 

INTER OFFICE COMM UNICATION 

OATK 

To Secretary Morgenthau 

r•o>< :lando l ph Paul 

October 2, 1942 

2lo 

llr. Blough talked with you regarding the tax bill 
amendment giving 1w . Stam (with the approval of either 
the Chairman or the Vice-Chairman of the Joint Committee 
on Internal Revenue Taxation) the right to eo directly 
to t he Bureau of Internal Revenue, including the Chief 
Counsel of the Bureau, for information, data, suggestions, 
estimates, and statistics . At the suggestion of Senator 
Lafol lette, the matter was held over for action in the 
afternoon, and Messrs . Stam, Surrey, Blough, and I had 
lunch tocether in an attempt to come to some better 
acreeoent. As was to be expected, no basis for agreement 
was found. 

When I was called to the White House by 1!r . Hopkins 
to di scuss some points i n connection with the Executive 
Crder on the Price Control bill, I nsked Messrs. Tarleau 
and Blough to speak to Senator George and t ell him of 
your feeling about t he amendment. They did so and found 
Senator George sympathetic. He expressed the o~inion 
that, in view of the apparently strong feeling 1n the 
matter on both sides, it would be bet ter not to have the 
amendment placed in the bill but rather wait until next 
week in an attempt to work out something which would be 
~ore acceptable to the Treasury. 

However, the Committee was unwilling to postpone 
action, and on motion of Senator Guffey voted, wi thout 
dissent, in f avor of the amendment. Senators Laf ollette, 
qarkley, Brown, and possibl y other Senators whose support 
we mieht hnve been able to obtain, were not in the room 
at the time . 

After the session, Senator Walsh told me that I 
should not consider the matter as one personal to me or 
to the Treasury De~artment; that the Committee was simply 
showing its author1ty. 
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Before returning to the Colllllli. ttee this af ternoon 
r:r. Blough spoke, at m:t request, to Chairman Eccles and 
Harold Smith, indicating that their Departments would 
be affect ed by the amendment . Both of them expressed 
the feeling that there was very little that coul d be 
done since a show of resistance was likely to encourage 

;;!:~' t ho• ''''''' ' ''"'''~~otioo olo•c thio 
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SECTIO!l 515. JOI!J'l' COI.CUTTEE 011 I !fttmfll IUVHIUI 
:'WTIO::I - rot~ER TO ODT.U11 D1Tl. 

Qlapter 48 (relating to Joint -tttM) 1a 
&~:U~nded b1 aclcU.og at the .nd thereof the !ollowlog 
new uotlona 

"SEC. 5012. 1DDITIO:Ill l'Ciil:ll£ TO OB'l'AI!J DATA. 

2l d 

" (a) '!he Jolnt Co-.lttee on Iaternal Rntlllle 
! e.xatlon or the Chht ot Statt ot auell Jolot ColnlttM, 
upon appronl ot the Cball'll&ll or Vioe-C.ball'll&ll, 11 
nuthorllld to ucure dlrect)J !rom the llw'Hil ot 
Internal !!neue (lnclucUng the leahtant Ganerr.l 
Cowael tor the !Woe&ll ot lAte mal Rnemae), or 
c!1rect4' tro:~ u:t ueouthe dep&rbullt, boaJoll 
hurrau, a;:mcJ, lDIISepelloClct elb.bllllmct or !.­
at~talltT o! the Co•~rD2ent , 1ntormatlon, 
eugseatlona, de!:tL:atlmatea ana atat1at1oa, for 
the purpou of s 1llnatlgatlou, reporu an4 
studlea relating to internal reTenue tuat1oa. 

"(b) lhe ll&l't&ll ot laternal r.nmue (lnolwl-
l!ut the ..laahtant "'eMral Couuel tor the Sure&ll ot 
Internal l!neaM), ueoutln departranta, bo"'!:3 bureau., a,:eao1M, lDIISeptlld.eat eatabliahmeatl 
l.nati'UIUIItilltlea ...,. &llt.borbecl and directed to 
turnllla auch Worut1on, au:geationa~ dar• eatlllatea, 
ud atatbtlt1 cllHetl.t to the Jolnt ttee on 
lntel'll&l Rn- 'luatlOA or to the C:1lef of statt ot 
auch Jolllt c-J.ttM, upon requut made punuant t o 
tllh aect1011o • 

-

• . -
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MEMORANDUM 

TO: Secretary Morgenthau 
October 2, 1942 

FROM : Randolph Paul 

Attached is a copy of a letter which I have sent 

to Senator Walsh explaining the reasons for the 

Treasury Department' s opposition to a proposal to 

preclude the renegotiating agencies under section 403 

of the Sixth Supplemental National Defense Appropria­

t ion Act from reducing a contractor ' s profit below 

5 percent of hie sales a! t er i ncome and excess profits 

taxes. 

~ttachment. 

• . . 

Regraded Unclassified



220 

COPY 

October 2, 1942. 

My dear SenA.tor: 

In connection with the deliberations of the Sub­

co~~ittee of t he Finance Committee designated to con­

Rider a~endmente to section 40~ of the Sixth Supple­

~ental NA.t ional Defense Appropr iation Act, you have 

requested the comments of the Treasury Department 

with r espect to the suggested amendments to t hat Act 

contained i n "Committee Print No . 5." 

'llhile the ~~.mendments conta.ined in this print differ 

in mRny details from the amendments which have been 

proposed by the War , Navy, and Trea.sury Departments and 

by t he Maritime Commission, I shall confine my comments 

to what I bel ieve to be the salient featur e of Committee 

Print No. 5. I r efer to the proposal to limit the 

definition of excessive profits in such a way as to 

leRve subj ect to renegotiation onl y those profi ts which 

exceed 5 percent of the contract or 's total war business 

after deduction of Federal income A.nd excess profits 

taxes. 

( . 

• • • 
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In the testimony of Mr. Robert Eichholz of this 

Department befor e the Subcommittee on September 30, he ( 

Indicated that t he probl em of securing war materials 

as cheapl y as possibl e involves more than taxation and 

profit limitation alone. In cases in which the Govern­

ment is being charged an excessive price fo r implements 

of war, t he contractor' s profit is only one of t he cost 

el ements of such price. The excessiveness of profits, 

by which I mean the amount remaining to the cont ractor 

after deduct ion of all direct and i ndirect manufacturing 

cos t s , wi ll be adequately controlled by th~ excess profits 

tax amendments agreed upon by t he Finance Committee, 

~bile the contract or wil l at the same ti~e be left an 

~dequate incent i ve to efficient and economical operation. 

~:r. Eichholz al so pointed out that a flat profit I hi ta-

t ion provision does not serve to control cost elements 

other than profits. Indeed, such a limitat ion 

operate to i ncrease such cost elements because it elim­

inates incentives to effic iency and thereby encourages 

wasteful expenditure of labor and mat er ials. He stated 

that it was, therefore, t he view of the Treasury Depart­

~ent that a flat profit l imitation pr ovision would be an 

• 

• 

.. . . 
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undesi rable substitute for section 403. Admittedly, 

if section 403 is so administered as to take into 

account only a contractor's profit s and to limit those 

profits by agreement, the section is open to the same 

obJeCtions as may be made to a profit limitation pro­

vision. The Department feels, however, that section 403 

offers a real poss ibility of an effective approach to 

tne ~roblem of controlling excessive prices i f such 

prices are renegotiated primarily with an eye to the 

reasonableness of all element s of cost. 

Committee Print No . 5 in effect incorporates in 

sect ion 403 the evils of a flat profit limitation nro-

vi sion , in that the contractor is guaranteed a return, 

after deduc tion of Federal t axes, of 5 ~ercent of his 

sales. It is thus open to t he same c~icisms which -Rre applicable to profit limitation. Under the pro-

visions of the print, no matter ho• excessive a pr i ce 

may be , no renegotiati.Qn may be unrlertaken if the con-

tractor's profit s do not exceed the 5 percent figure. 

The renegotiating agencies are t hus forced to l ook 

primarily at the contractor' s profits rat her than to 

t t e reasonableness of the cost e for which he is being 

reimbur sed by t he Government. 

• • • 
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Furthermore, the 5 percent figure appear s to be 

unduly high if used as a minimum below which renegotiation ( 

can not operate . Without having had the opport uni ty to 

make a detai l ed study of the effect s of this provi sion 

aP it might apply to particular taxpayers, it is never­

thPlesB believed that the overwhelming majority of con­

cerns holding substantial war contracts wil l not net 

5 percent on their sal es after payment of t he income 

and excess profits taxes contained in H.R. 7378. The 

~laborate r enegot iation mechanism would thus apply only 

to a ver y few companies, probably most l y very small 

companies with a s l ow capital turnover. If , on the 

other hand , the 5 percent figure wer e lowered t o 2 or 

; percent, the provision would operate very erratically. 

Companies enjoying rapid rates of turnover would escape 

renegot i ation , while companies having slow rates of 

turnover would not . 

I t shoul d also be observed t hat Committee Print 

No. 5 proposed to include in the measure of profits 

not subject to r enegotiation 5 percent of "net sal es 

and the gross amount received for services, i ncluding 

the amounts bil l ed by the contract or or subcont ractor 

• . -
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under any cost- plus-a-fixed-fee contract and allowed for 

reimbursement. " This language would apparent ly incl ude ( 

contract s such as faci lit ies and construct ion contracts 

which contemplat e no profits to t he contract or. It 

~ould al so inclune contract s such as management contract~ 

rhich contemplate an extremely small r eturn to the con­

t ractor. In t he case of companies holding such con­

t racts together wit h fixed price and cost-plus- a- fi xed­

fee contracts, the company would be allowed much greater 

than a 5 percent return on the latter t ypes of contracts 

because a much less than 5 percent return would be re­

ceived on the former types of contracts . 

In any event, it is bel ieved that a measure of 

profits not subject to renegotiation should not be cast 

in terms of prof its after deduction of Federal income 

and e xces~ profits taxes. RenPgotiation involves 

arr iving at a r easonable price for art icl es purchased 

fro m a cont ractor. The r easonab l enPSS of a price should 

be possible t o determine without r eference to individual 

and corporate taxes on income . The impl icat ion that a 

cont ractor is entitled to a fi xed rat e of return on his 

• 

• • • 
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~ales after all taxes, would anpear to be that such a 

contractor is t o be given a favored position not en­

joyed by othe r t axpayers under our revenue laws. I 

~er l that the quest ion of what is a reasonable profit 

on a wa r contract is separate and distinct from the 

question of the percenta~e of income to be left t he 

contractor af t er payment of Federal income and excess 

profits taxes. The forme r question is a procurement 

problem and the latter i s a t ax probl em. I fee l that 

it is unwise to combi ne t hese two questions in the way 

which is at t empted by Committee Print No. 5. 

In addition, the proposed deduction of income 

and excess profit s t axes would result in substantial 

administrat ive dif ficulties . 3ince the tax liabil i ties 

of many cont ractors may' not be finally determined for 

~any years to come , r enegotiation agreements would have 

to be reopened f ar in the fut ure to take account of 

tax deficiencies later assessed or tax refunds later 

returned to the cont racto r. Where the t ax in itial ly 

paid by the contract or in respect of any yea.r was suf­

ficient to cause his net profit af t er taxes to be l ess 

t ~an 5 percent, and a substantial part of the tax were 

( 

• • • 
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later r efunded thus making hie net ret urn after taxes 

mo re than 5 percent , section 403 would disc riminate in ( 

his favor unless the renegot iating agency were able t o 

commence renegotiation at . t he time of the refund. It 

is not clear under Committee Print No. 5. however, that 

the renegotiat ing agency would be permitted t o renegotiate • 
• • 

at that time. On the other hand, i! the tax initially 

paid by the contractor were insuff ici ent to reduce hie 

r.e t return aft er taxes below 5 percent , and hi s contracts 

were the refore renegotiated, a later def ic iency asserted 

ap,ainst him might be sufficient to reduce his net return 

~ fter t axes below 5 percent. In such a case i t is not 

clear what remedy t he contract or would have to recover 

the rrofits which he had ret urned to the Government by 

way of the renegotiation procedure . 

le want you t o feel t hat we shall be glad t o cooperate 

with your Subcoomittee in i ts further s tudy of this com-

0l icated problem and to place before you all data on the 

AUbject which is in our possession . 

Honorable David I. Walsh , 
Uni ted StateR Senate , 
i ashington, D. C. 

Sincerely yours, 

Randoloh E. Paul /s/ 
Randol oh E. Paul, 
General Counsel. 
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TREASURY DEPARTMENT 
22 { ! ,. 

INTt:lt OP'P'ICt: COMMUN ICATION 

DAT.-

Secretary Morgenthau i Oct. 2, 1942. 

IJr , Paul 

I believe you wi l l be interested in an art i cle in 

today ' s New York Herald Tribune by James Washington Bell, 

Dean of the School of Business Administration, Northwestern 

University. The article refers to a recent study of the 

National Board of Economic Research which estimates the 

national income of the current fiscal year at $109,000, 000,000, 

of which $73,000,000, 000 will go to those with incomes be­

tween $1750 and $10,000. The study recommends that 

$40,000,000, 000 be raised in taxes and that the addi t ional 

$15,000,000,000 over t he Tr easury estimate should fall upon 

the middle group, principall y upon those with incomes between 

~4,000 and $10,000. The stu<31 estimates tba t $35, 000,000, 000 

of annual borrowing is the limit of Federal borrowing without 

inviting inflation. 

Mr. Bell's article questions the assumption that 

no more than $35, 000, 000,000 can be safely borrowed this 

year, but argues that heavier taxes are nevertheless necessary 

and should be placed on the increased consumer capaci ty of 

those in the middle income group to avoid dangerous inflation. 

\ 

• • • 
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The article commends the major changes made by the 

Senate Finance Committee in the pending revenue bill as a 

step in the right di rection, but ori tioizea the Committee for 

not having gone far enough. 

The Committee is criticized specifically for having 

rejected without due consideration the Treasury's proposed 

•spendings tax", which the writer says has much merit in it. 

I t would be an effective attack upon the dual problam of 

raising money and checking illflation, and it would be most 

effective in checking the heaviest expenditures on con­

sumers ' eoods which are made by the "nouveaux riches", that 

is war laborers. 

In further commenting on the "spendings tax" 

~~ . Bell expresses the belief that , as proposed by the 

'treasury Department, it was unreasonably draatic because 

it was, in effect, a backdoor "iethod of Umi ting annual 

incomes to $25, 000. 

The article concl udes with the following: "The 

Committee ' s hast i l y improvised Victory. tax is a piece of 

patchwork, not integrated with the existitlg ,income t ax. 

It i s a feebl e substitute for the ependings tax or for a 

general sales tax." 

/!I 

• • • 
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, ftOM 

TREASURY DEPARTMENT 

INTEit OP'P'ICIE CO MMUN ICATION 

Secretary 1!orgenthau 

Randolph Paul 

October 2, 1942 -
DAft 

I think it would be a good idea for me to talk 

to Parkinson with regard to the attached copy of the 

Dor1-Jones ticker. • • • 

Regraded Unclassified
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Dow-Jones October 1, 1942 4:25 P. 1!. 

PARKINSOtl ON INFLATION PRODLEM 

Sale of government bonds to commercial banks rather 
than heavier taxin~ of individuals and greater sales of 
war bonds to indiVlduals i s an inflationary threat, 
Thol:lAs L. Parkinson , President of Equitable Life Assurance 
Society, told Chamber of Commerce of State of New York. 

There is need for taxing excess income of individuals, 
~ . Parkinson said, to prevent inflation . Everyone knows 
where this excess income lies, he said, but no one has 
political courat;e to get it . 

One of the great dangers of inflation lies in the 
possibility of a flight from currency, !.lr. Parkinson said . 
At the moment people are hoarding currency so the dwtger 
i s not active at present , he said . He pointed out, how­
ever , that bank deposits which were G7 ,000,000,000 dollars 
at start of year have risen to 75,000,000,000 dollar s due 
to government bond sales to commercial banks . 

Executive Department of Governnent has attemvted to 
handle the great problem of inflation piece-meal 1n 
different departments , Mr . Parkinson charged. He urged 
that all department s should work together and &ive Congress 
the benefit of their recommendations rather than to demand 
that Concreas alone solve t he problema . 

"I would rather take a chance with Congress than with 
any adJ:linietration or any administrative agenc)"," l.lr . 
Parkinson said . 

• • • 
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!Jear >lr. Parkinson: 

October 5, 1942 

I read wi th interest your statement 
to the Chamber of Commerce of New York as 
reported by Dow-Jones . Won •t you drop i n 
on me the next time you are in ~aabinr,ton 
so that we cen c!iscuss thh subject? I 
was very sorry to have missed you on the 
last occasion you called on me . 

Sincerely yours , 

Randolph &. Paul 

llr . Thomas L. Parkinson , 
President , 
Equitable Life Assurance Society , 
r>ew York City . 

23i 

• . . 
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(PUUIC WW' 729- n'l'11 0oKO&IA) 

(Co•PTn 678-2o SE88tOM) 
(B. R. 76MI 

AN ACT 

To a~lld 1be Hmerceney Prlet Conuol Ac~ ot 1942, to aid In preventln.c lnflt.· 
Uou, and tor ot.ber purpoee~. 

B• it r..cJra ~V tA• s.,,.,, omt Oouu of R•prtACnlaJi""' of lA• 
y 11Urtl Staftl of ~met'ica in 001•~u Ql.le:mbltd\ ThDt in order to 
aid in tht tlrtctive pro.ecution of the war, the P res1dont it aut.hor116d 
and dir«'led, on or before November 11 1942, M i..sue a general ordtr 
iCabilir.inp pri~ wase~, and saiiU'i~ a ffecting the coM of living· 
and Ut'tpt u othtrw1M pro\'ided in this Act,. such .Ubiliution ahlll 
., f~r lf prteticab~ be on the buia of the leYels which 'txitted on 
Sr1,._tcnbtr 15, 19-li. Tbe Pre:aident may, exeept as othtrwiae pro­
Odol in this Act, lhtrot.f~r prorido for making odjU>lmento • ith 
mp«~ 10 pri~ wogeo, ond oolorieo, to the extent thot bt Iindt 
IW.(ft!ill,.,. to a.id U\ the e!ective pro.ec:ution of the war or to corrf'!Ct 
~ i~ititll: 179Ned, That no common c:vritr or ocher publie 
U(ililf thlll mate any ~~ incrH3e in ita n.tes or ~har((el which 
n ·,. 1n tffec:t on September 16-, 1042, unlel!is il 6n.-t gi,·es th1rt7 tlaya 
NJtict ID tho PMident., or IUCb e.gency u be may destgnatt, and con· 

10 the cimt.ly int.t:nenUon by sueb a~cy before the Federal, 
or nmnieipal auUaorit.y having juriSdiction to con.slder auch 

P~~ib~·:~,~~;i~from time to time, promulgate •uch 
l) and to carry oul any or the 

power or nuthorit.y con· 
deportment, RgcncyJ or 
suspend the provhuons 
...,tion 802 (~), ol tho 

extent that 1uch tec:tiona 
but. b& mny not. under 

or part thereof. 
~ili,~~::f'~:f.ior maintained for a Act or othuwi.-

of agricultural com· 
.. d<Wminod ond pub-

b1 the 
di8'tr. 

for 
of 

aueh 
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wae inactive during the latw ht.lf of such ~·""' . • 
the commodity detennined by the Secretary of·~ for 
be in tine with tho prices, during such period of OU..r ,"'" to 
turol commodities produced for the same gen~ral .... r 'CrioaJ. 

Rnd no maximum prica shall be eet<lblished or maintai' 
outhority of this Act or otherwise f~r any commodity p~Ddor 
mnnufoctured w whole or submntaal part from an ·~ ot 
commodity below a price which will reflect to the p~~r•lll 
ag~icultu~l CO'?Jilodity t. price therefor !"JUal to the higbaro 1~ prrm specrfied ll1 clause~! (1) and (2) of this section· p~0 

'"' 
the Pres;ident may, without ~gard to .the limitation eOOt&intd ia~ 
(2), adJust any such ma~rmur;n. prtee to th~ emnt that lrt bll 
neeeasary to correct groee rnequttres; but nothing in this ledioa hi 
be eon•1:rued to permit the eatabliAhment in any ~of a mui 
price below a price which will reflect to the produeera of •• ..., 
cultural commOdity the price therefor spocified in clau>e (I) ~t't 
eeetion: Providod furlh~r, ThAt modifications shall be made ln muj. 
mum prices estsblished for nny agricultural commodity and for 
commodities {>rooessed or manufnctured in whole or sub&tantlal P,&rt 
from nny nwrcultural commodity, under regulations to be prt~Cnbol 
by tho President-, in any cnl!e where it uppenrs tlrat such modifleatioa 
is neeei!Sary to increase the production of Sll.ch commodity for war 
purposes, or where by reason of increased labor or othtr COlli to lht 
producers of sueb o.gricultural commodity incurred since Ja::?J 
1~ 1, the maximum priCH so mabliahed will not rtftoet auch i 
I'OOlU: p f'().,i</Q;/. fvrtMr-1 That in the fixing of maximum pric8 • 
products resulting from tlre pTOCfllllling of agricultural eommoditieo. 
rncluding li~estoclc, a generally fair and equitable marg!n llrall be 
allowtd for such processing: Providtd furlher, That in lb.i~~& price 
m..-imums for agriculturoT commodities and for eomnroditl• ~""" 
OS.'lCd or mnnufactun:d in whole or substantial pnrt from lll)' &fi· 
cultural commodity, ns provided for by this Act, adequate werghting 
shall be given to farm lnbor. 

S•o. 4.-No action shall bo taken under authority of thl1 Aelwltk 
respect to wages or salaries (1) which is inconsistent with the 
J>rovisions of the Fair Labor Standards Act of 1938, u amended,• 
the National lAbor Relations Act

1 
or (2) for the purpcee of ndiiCIII 

the wages or salaries for any particular work below !he higlwa""" 
or oalaries ~id therefor betwf.<'n January 11 1&12, and SeptembttJ 
lo.t2: Pro.,rdd That the President may, w1thout regard lo llrt 
lotion contain~ in clause (2), adjust wages or salart"! to ~ m,r: 
that he finds necessary in nny Cll$6 to correct grooo rnequ•tr• 
also aid in the effective prosecution of the war. . 

Sr.o. 5. (a/ No employer shall pay, and no employee &hall ~~ 
Wllg<lS or "" nries in eontrn>•cnlion of the regulations promulgt n. 
by the President under this Act. The President thall 111~. P""'::.. 
the extent to which any wage or salnry payment mnde r.n CGCl U" 
vention of such regulations shall be disregarded by the t~"" l)o 
departments and other governmental agencies in determ ;J:f 11, coo;ta or e~peoses of any employer for the purpooee of any ' 
or regulatron. 
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(b) Nothing, in this Ac~ aball be COMtrued to prevent the roduc· 
tion b,y any pnvate emplo,.er of the aalary of any of his employeftl 
whi<h ts ·~the rate of $6,000 or more•per annum. 

(c) Tho President shall have power by regulation to limit or 
proh1bit th~ payment of doubt~ time ~xoept wlien, because of emer. 
geney cond1ttons, an employee 18 requ1red to work for &even conlfeC· { 
utivc dnys in any regularly licheduled work week, \ 

Sr:o. 0. The prov1si0DB of this Act (except oootioos 8 and 9) end . 
all regul11tions thereunder.l. shall termmate on June 30, 19« ~r on 
such t arlier date as th,e u_>ngreaa by .concurrent n!SOlution/ or tJ1e 
Pmident by proela_matlon may preeenbo. 

Soo. i . \") Seet•on 1'7b) of tl1e EmeT,ney Price Control Act 
of itl-12 ia 1ereb' amended by strilriJ\g out June ao, l tl-13" and sub­
stituting "June 30, 1944,.. 

(b) All provisions (including frobibitions and penalti .. ) of the 
Emergency Price Control . Act o 1942 which are applicable with 
rt•peet to orders or resulationB under auch Act aball msofar u they 
ore not inconsistent w1th the provisions of this Act,~ applicable in 
the snmo manner and for the snmo purpcees with respect to I'Cgula­
tions or orders iSI!ued by the Price Administ1·ator in the exercil!ll of 
an)' functions which may he delegated to him under authority of 
th18 Act. 

(c) Nothing in this Act shall be conatrued to invalidate any pro­
viSion of the ~mergency Price Control Act of 1942 (except to the 
extent that such provisions are auapended under authority of tection 
2), or to invalidate any regulation, price achedule, or order ill8ufd 
or elfective under such Act. 

Sw. 8. (a) The Commodity Credit Corporation is authorized and 
directed to make available upon any crop of the commodities cotton, 
con11 wheat, rice, tobacco, and peanuts harvested alt~r December 31, 
! Il-l! , and before the ex{'iration of tho twO·)'car peried beginning with 
the 1st day of January lmmcdiatoly followmg tho date upon wh1ch the 
Presidctlt by proclamation or tho Congroaa ·by concurrent I'OIIQlution 
declares that hostilities in tl1e present war have terminated, if pro· 
ducers have not. diaa~roved marlceting quotas for such commodity for 
the marketing year · ing in the calendar year in which such crop 
ia harveGted 10&11& as ollows: 

( I) To cooperators (uoept oooperatore outside the com~reial 
com. producing area, in the C&86 of com) at the rate of ~ ~· 
centum of the parity price for the oommoility as of the beginnmg 
of the marbling year; . . 

(2) To oooperaton outside the commere1al corn-preducmg arta1 
in the caso of com, at the rate of 76 per centum of thDate specifiecl 
in (I) above; u 

(8l To noncooperators ( exoept noncoo!l"rato•-s outside tho com· 
mereta! corn-producing areaJ in 'tho case of corn) at the rate of 60 
ll<lr ocntum of the rate apecinod in (1) above and only on so muoh 
ot the commodity as would he subject to penalty if marketed. 

(b) All provisions of law applicable with respect to loans under the 
Agricultural Adjustment Act of 1988, all amended, shall, insofar l8 
they are not inconsistent with the provt..ions of this section, be appli­
cable witl1 respect. to loans made under this section. 
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......... ,;,. (e) ln the case of any rolllDl<>dity with l'ti!Jl<U to wh' 
be made at the rato pnn•ided in paragraph (I) of ~~ ...... lll7 
1'rt!<ident may fix the loan rate at any rate not loa than J:' ,_\•), tilt 
othtrwise pro••ided by law if be detenniJlellthat the la.n _, ,.,. 
i~ necessary to pnw•nt an increase in the C06t of feed forl~.,fix<d 
poultry and to aid in the effective Pl'09tleution of tho war 1~ llld 

50'4 0. (a) &etion 4 (a) of the Act entitled "An Act to 
lifo nnd increa,;o the credit resouroes of tho Commodity c,.Jj~d the 
l'lotion, oond for other pur·po-•, npprove<l July 1 1941 (U S tJ";t"'" 
edition, SUJ>r>. l , title Jo, sec. 718a-8)l. is amended- · · ,UNO 

( I ) lly u>~eo·t ing oo ftc•· the words 'so os to support• a corn 
tllo (uiJu'wing: ''tlul'iug the cont iuunnce of tho pt'CSe.nt w

1
.
1
• n.n~··~ 

the e.,pil'lltiun of the two-year period beginning wino the I$! da""1' 
Jnnuu ,.y h.non~li11tely following the dnte upon wh ich the l'...,iden~ bf 
lli'OCioolul\t oon oo· the Congre:;s by concul'l'ent resolution dccla,... thlt 
ho..,tilitios iu the 1n·c~nL war have tcrminntt'd,". 

(2) IJy sh·iking out "85 per «mtwn" and inserting in lieu tbe,..f hO(J IN'I' \:entum". 
(a) By in.e11ing after the word "tobacco• a eomma and tilt won! 'l~JIIllltrih. 

(b/ The amendments mnde by this section lhall, iri'OSI*lire of 
wh~ oor or not there is any further public announc..>ment uodtr sodi 
...,ti<lll ~ (a), be 8J>I>Iirable witl1 respect to any commodity with~ 
to which a public ooonotmt-entcot bas he~tofore ~ri made undor sodl 
SK"tiooo 4 (a). 

Srx-. JO. \\'hen used in this Act, tlle termo "wag..., and "•larltt" 
ti.hrtll include atdtlition11l compensation, ou on annual or othtr ~ 
pnid Co employe;>s by tloei•· employel'S for perliOual "Crviees (exclo~inr 
1nsua~anco n ud J)(lllSJon ~uefits m n rensonablc amount to be dttermulfd 
by tl11• 1'•-..widcm); but fo•· the pul'posu of dctc•·mining wag .. or il~· 
' ' ' t'f! r,,. nny pco·iod priol' to September 16, 1042, MICh additiontl 
COIItf)OUMit ion f'lutl l b(! tnkcn into nccount ouly in ~nsee where iL hu 
been CIIMOIIlnl'iiy )Utid by Cllljl lOyCI'S to their Conployoos, . 

SEo. 11. Any imli\'icfua l, t"'t:pot·utionl rnu'hll'l"8hip, or 1ssoclat~n 
willruJiy violuting- n.ny l>rovision of tJus Act, or oF '"'Y ~ulaho11 
pl"'tnliiJCnled thereumler. shnll, upon conviction thereof, be atibjectto 
a fine or not more thou $1,000, or to impri.sonment ror not rn01t 1111• 
one yeor, or to both such fine and iruprisonmeut. 
Approv~l, October 2, 1942. 
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[Po oLIO LAw 729-77TII CosoaESS) 
[CuAPTER 578-2o SE8810N) 

ra. n. 7~631 

AN A01' 
To 1 rnend the Emergency Price Coot rot Act. or 1942. to akll11 preventing ht6a­Uon, aod lor ot.her purpo~~ea. 

Rr it •~acted by the Srnalt and flo11•• of R~pl"f•r•tntirr~ of t4r 
U•ilrd • latu of A natrica in Conprtll ollt'mbled. 'l1111t in onlt•r 10 
aiel in the etfecti,•e J>•·osecution of tht- wnr1 the P rPsitleul i"' ttltlhorizl'd 
tuul .cl_i~ted, ~nor· bcfm•e No\'embe~ 1, Jul:l, !O issue n ,:;Nwl'ltl ortler 
"toiH hzmg pl't~s, Wa&Jl<.'81 nn~ S~dt ~ l'JCH1. nJred ulg the cc!"'.t o~ I hriul!: 
nml, c:<t~(lt. tlS othet·wasu provu..lcd 111 thts Actt such s1ubth:tuhon shall 
50 fnr ns prncticublc be on the busis of th• le•·els whido exi,tetl on 
~'IIUHl_JIJer ~5, 1042. The Pl't'Sitle!tt may, ex~I>t tts _otht'rwi~ pro-­
m otl 111 Uus Aet, therenfter pro••ode for making adJibtmN•tt; ,.·ith 
m1>«L to pri~ wagt'S, and salnries, to the extent til•l l1e fin<ls 
~~~ ... 1\ry to :aid 10 the. cfTe<:til'e prose<:ution of the wnr or to ('C.JrJ'N't 
~ros.~ inNJuitics: Provided, Thut no t-ommon carrier• m· utlwr puh1h· 
utility shull mnke uny ~1101'91 incr•cuso in its r·nt('!; or· t·hrt t'J.((~ whic•h 
wm·o 'in "ffect on September 151 UH2, unh~:; iL fir'h-t sri"<'& thil'ty tlnnr 
notk'f to the P resident, or such ngeney as ho may dt"bil!tutt<', 1H1tl CQit· 
"'"" to the ti~o~ly intcrver\tion by_ suet.' "ll"'!•>: before tile. ft'<lcrnl. 
Stnl('l, or mUIUCipol authonty ha,•mg JUr&.~hetron to conto1d~r such 
inrl't'ft .. ('. 

~r.c. 2. The P resid('nt mny, from tillle to time. prornul~nte such 
~.£tu lntion~ as mny be IWCII'ssnry ond JWO)'Wr to co rry ••ut. nny of the 
(11"0\'il'jion.s of this Act; nnd mny exeret~~ nny power ol' nuthol'ity con· 
fcl'l~d upon him by this Act through sueh depurtment , n~ncy, or 
c~Ji<.·er ns he shall du·ect. The 1,ro8ident nmy Sllhpend the p1·<wisions 
of S&'lions 3 (a) and 3 (c), and clnn>C (I) of section 302 (e), of the 
f:m•"!l•ncy Prit-e Control Act of 10-12 to th~ extent thnt .uch ~;eCtions 
are iocons;:lStent with the provisions of this Ac~, but. he mAy not under 
the nuthority o( this Act suspend any othor low or port theo"OOf. 

flr.c. 3. No rno•imumJlrioo slonll be ostnblished or· rnnintnined for 
!lilY n~ricnlturn.l commo it.y undet• nutlto1·ity of thiH Act 01' olhcrwiso 
bolow n pricn which will refteet to 1>roducers of ogl'iculturol com­
'!"l<lities the higher of the followin<; prices, as determined ond pub­
h•hl'd by the SeCretory of Agriculture-

(I) T he r•rit~ prire for such commodity (adjusted by the 
~rt'tary o Agroculture for 11rade, location, and seaoonnl diller· 
cutin Is) or, in cnse a cornpamble price hns been determined for 
such commodity under und in uccordnnee with the twovi~ions of 
~lion 3 (b) of the Emergu.ney l'•·ioo Contr·ol Act of 1942, such 
compnrnble price (ndjuswd in the snm• mo nner) , or 

(2) The highest price receil·ed by such producers for such 
Cflmmodity between January 1, 1942, and September 15, 19!2 
(adjusted by tho Secretary of Agriculture for jltade, locati?n, 
and seasonal differentials), or, if the rnorket for such commod•ty 

• • • 
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was inactive during the latt~r half of such ptriod . 
tho commodity determined by the ~tory of A' ~ Pf1<o for oo in line with the prioos, during such period of 0fl'e!!hu~t 10 
hmt l eoo!omodities. producCd for the ~arne gen~ral "'*'~ ogricuJ. 

omd no muxunum pt•tco ehnll oo estabhshed or muin~oi~ed 
nuthoo·ity of this Act or othot·wise for any coonmodit. r 11lldtt 
nuonuluctured in whole or substAntial part from ao~ Pagoc::r • 
commodity below a price which will reflect to tho Prod~~«~ ol10t&l 
ng~icultura_l coo!'modity a price the~for ~ual to the hi btr or""' 
pm't'S •pecofied m clauses {l ) and {2) of tbos section: Pro~ ~ 
the President may, without regard to the limitationcontaintd iad.., 
{2) 1 odjust any snch moximum prioo to the extent that Itt fia4o • 
ne<t>SSary to correct ll""" inequities; but nothing in this -ioo thai 
be construed to pemtit the e&tablishnwnt in anv ease ol a mui,.IIID 
prire b<>low a price which will reflect to the prooucers olan am. 
culturnl commodity the pt·ico theo·efor spec!fied in cl•u~ (I) ~dhil 
section: Provid•d furlhrr, Thttt modific11tions shnll be made in mati· 
mum prices cstotb1ishrcl for nny agl'iculturnl commodity and lor 
commodities (lrOCesscd or mnnulliCCur;>d in whole or aubstantlnl P."rt 
f1·om nny us;racult~u'tl l commod ity, U!lder regulations to lH! Pl'\'it'l'llxd 
by the P resodent, on nny cot~ where ot 11ppears that such modl6catioo 
is nl!<'.,.,ary to increose the production of sucb commO<Iity lor...., 
purposes, or where by reason ol increased labor or other C<llltlto dot 
pro<lucers of surh agricultural commodity incu~l Iince Jona&l)' L 
1911, the moximum prices"" t">'tftblished will not reHecuuch i.......t 
ro-ts: Prooid'd furiMr, That in the fixing of maximum priM • 
pro<lucts remltin!J: from the pi'OefO;Sing of agricultunl commoditits. 
mcludinl( lh·estocl<, a !J:enerallr, fnir nnd equitable margin 1hall hi 
ollowed lor such proceSlling : I rovilkd further, Thnt in fixing pm 
mo:cimumR for agricu1turnl commodities And for commodities prtc­
el!><('cl or nu1nufoctured in whole or substnntiul pnrt !rom anr ·~ 
culturnl commodity. ns po·ovided for by this Act, udc<tuRte weoght"'! 
shR 11 be gi"en to fnrm lnbor. . . . 

Seo. 4. No action shall be htkcn under authority of thiS Ad "'th 
respect to wages or salnries { 1) which is inconsistent with dot 
JII'O"isions of the F 11ir Labor Standards Act of 1938, as amtndod..• 
the National Labor Jtelations Act1 or (2) for the ptii"J~. ol rtd~ 
the W&J!es or salaries for any parltcular work below the lugbtM ftJ" 
or ""lariesJ.>oid therefor between J anuary I, 1M2, and S.pttat~ 1~ 
1042: Prootded Tit at the P reaident may, without reg.rd to the h•• 
Cation cont.nin;;.\ in clanso {2), adjust wages or salaroe'! to l~tXt:.:J 
that he finds necessnrv in nny case to correct gross ontquott<l 
al80 nid in the effective po-osecution of the war. . 

Sr.o. 5. (• ) No en1ployeo• Hhnll pny, and no empl~)'OO shall """t~ 
w"~"s or snlnrics in contrn"ention of the regulations promulga .be 
by the l'o-esident under this Act. The President £hall •1~ presr~n· 
tfto ~xtcnt to which nny wnge or Mlnry p&ymont made 18 tOOt'" 
vention of such regnlatinns shn ll 1>:- dtsr<'garde<l by the .~!CII ~ 
departments and other governmental a~ncies in dctornu•: Ia• 
C0618 or e~penses of any employer for the purpooes ol any 01 ' 
or regul•llon. 
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(h) ~othing_ in this Act shall be construed to pre••ent the reduc. 
tion br any prtvate employer of the salary of any of hi.o •mploy..,. 
•hirh Is at lhe. r~:te of $.5,000 or more pt.r annum. 

(<) The P reondent shall h..-e power by regulation to limit or 
proJ11hit th~ payment of doubl.~ time ~xctpt when, beeau~ of en~er· I 
.,,..11n· condJt.Jon.s, an employee Js ~mred Co wot'k for se,·en co11~. uti•·e diiJ'& in any I'!'S'.'lnrly sche~luled work week. \ 

~.,,._ 6. Tbe prov~WIOns of th •s Act (except sections 8 And 9), 11111 
llll wgulllt.ions tiH'!reunderJ. shaU termnutte on June 30, tt»4 or ou 
sud1 ,~urlier date ns the Ulngress by c:oncurrent ruolution, 'or the 
J>,..ident by proclamation may preocribt. 
~·~· 7. 1•) Section l."lb) of the Eme~cy P rice Contr.-•1 A,-t 

of II)H is 1e1"<lby amended by 8lriking out •June 30, 10-13" and sub­
~c ituting "June 30, 1944". 

(h) All [li"O\:i• ions ( including l>roh ibitio1~s and pennlt.ie•l of tho 
~:mN'J!CIIty Pl'tce Control Act o 11>42 wluch n1·e "J)phc.~tble with 
~·Jl<'Ct ~o ord~1"8 or l"t!j;Ulations un.d~r such A~t shnll1 mwfn~ as they 
•~ not tnconsJstent w1th the. provuuons of thts Act, l1f •ppllceble in -.• .. 
tht i"."lme. manner and for the. same purposes with m-))f('t to re•mJa. 
tioni\ or orders ~uOO by the P rice Adminh.trttor in the utrci~ of 
anr functions which may be delegated to bim Ul)dtr outhority of 
thi'-1 ArL 

(c) Nothing in this Act sha.ll be constl·ued to invalidnte 1111y p1·o· 
o·i;om> of the E u>orgcncy P rice Conh·ol Act of 1012 (exc•eJ>t to rhe 
tx1\!llt thnt such twovisions ore suspended undel" ttuthol'ity of lif'Ction 
2), Ol' to in.\·alidRte any regulation, price sc:·hedulr, or order i&u(l'tl 
or t tTect.h•e unUer ~tuch Act. 

Soo. 8. (a) The Commodity Credit Corporation is 1\llhori..-.1 and 
directed to make 1\"ailable upon o.ny crop of the oommodiries cotton, 
rorn, wheat, rice, tobnoco, and peanutl han(IS{ed after D'octmber 31, 
Iilii, and before tho oxl'iration of the twO•)"Car period beginnin,: with 
tho 1st clay of J nuun•·y 11nmediately followmg the date upon wluch the 
!'resident by proclomation or the Congress by concummt reSo>lution 
declanos that hostilities in the pres<'nt w•r have terminated, if pro­
ductrs have not diMpproved marketin11 quotas for such commodity for . 
!llf marketing year btginning in the calendar year in which trueh crop 
1s han·ested, loans as follows: 

(I) To cooperators (exeet>t cooperators outside the commercial 
oo1·n-produdng nren, in the coso of corn) at tho n1te of ~ per 
rrntum of tho Jllll"ity price for the oommodity ns of tho begmmng 
of the marketing year; 
. (2) To cooperators outside the commercial com-producing ~Na1 In the case of oorn, at doe rate of 76J>er centum of the rate spcctfie<l 
in ( I) abo.-o; . 

(3) To noncooperators (except noncooperators out.1de the com· 
mercial com-j>roducing area. in th~ rase of con\) at the rate of 60 
t><r centum o tho rate spcciAod in (1) aboYe anil only on 80 much 
of theconunodity as would be subject to penalty if marketed. 

(b) All)>rovisions of law appliCAblo with respect to loans under tl1e 
AJlricultural Adjustment Act of J038, os amended, shall, insofar ':" 
the~ are not inconsistent with the provisions of this e<Ction, be appli­
cable with respect to loans made under this section. 
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expil'lltion of the ~~~.:~~;~i;i,;~i;~~in: 
January immediately date upon 
proclnmation or the CungreM roneurrent resolution 
ho..t ilitios in the present war hav& l"rminated/'. 

(2) By striking out "86 per centum" and mse.rtutg in li!ll~-
1100 f:XU' centum". 

(3) Bv inserting after tho word "tobacco" a eonunn and the 
"pen nuts,'. 

( bl The amendments made by this secti;~o·n~:~~~::r~~~~~ whet ter or not thore is any further public 
&eetion 4 (a), be applicable with ~peel to any 
to which a l,lUblie annouuoement has heretofore boen 
section 4 (a). 

SllC. 10. When used in Otis Act, the terms ~,·ages" and 
•hall include additional oom1~ensation, on an annu•l or 
paid to employees by their employers for personal servittS 
tnsuronceand pension bonefll$ in a reasonable amount to be 
by tho President) ; but fot· tho purpose of determining 
rtcs for any period prior to September 16, 1942, MICh 
compensation shnll be t.1kon into account only in cnscs where 
boon customnrily paid by employcn~ to their employees. 

$EO. 11. Any individual, OOtl>Ot'ation1 purtoership, or IS!Wllli< 
willfully violating any po·ovision of this Act, of 
promulgated thereunder, •hnll, upon con,·iction th<,rec>l, 
a fine of not mol'6 than $1,000, or to imprisonment !or not 
one year, or to both &Uch fino and imprisonment. 

Approved, October 2, 1942. 
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TREASURY DEPARTMENT 

INTEit OI"FICE CO"'"'UNICATION 

Seoretarr Morgenth&u 

llr.Paul 

.·.r- "- ) 
I han had & till with Mr. Sholl!, who na 

brought in b7 Congreasaan Jere. Cooper
1 

and haTe 
alao had h1a "e Mr. Cairua llDd Mr. 0 Connell. 
He h interuted in obt&ininc & job in the Treuur7 
Depertaeut, &nd ia not too particular &bout the 
type of work, 10 long &a it will Pll7 &t leut 
$&~000 ll 7•ar. 

Mr. Sholl! baa been pncticing l&w lu CoTlngtou, 
Tennetaee , & town of about 8500 inh&bit&ntt, for 
the paat twe!~{ odd 7ear1, leither I nor the 
other• who t ed with Mr. Sholl! nre at all iapreued 
by hia &nd n do not belieTe that hia ••rTicet could 
be utilised to &dT&Dt&ge. lot only i1 he without 
aey fwlillrltr with the aort of problema he would 
be o&lled upon to face in our work but, more ~ort&nt, 
he did not diapl&T the alighteat 1Ddio&t1ou thal he 
could learn. 

We &tte!llpted to e:rplaiu aoaeth1ng of the n&ture 
of the worlc in the Procurq&nt DiTiaiou &lid in Foreign 
Fund•, &Dd he n a appt.lled nther thllD pltued to 
learn that the probleiUI nre difficult &nd not aubject 
to routine h&Ddl~. I th1Dk Kr. Sholl! W&Dh & $$,000 
job beoauae hia priT&te practice la "drying up" end i~ 
not iuteretted pria&r1ly in .alc1ng & contr ibution or 4n 
talcluc on llDf re&l reaponalble work. 

4,ff 
v 

~- $ro-f 
" /, ( Cf.-{j--- c.." t 

, • .-( j, (• v.l :ll 11 ~~~ / /~·~ 
F 
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ICTI·WZ 

Dell' JAr • No boa a 

I wiab to tbaak J01l tor 10111' letter of Sopt.Uor 28, 
1942 aa4 the oaoloov11 rel&t111£ to the t .. u::f et 
Dr. Wilbur llolou Wore tho Souto FlM!Ioo C tt ... 
Let • uouro 1ft that I "01'7 .uoh approoiato tho opirit 
ot TOW' letter, . 

I u ill t1lll OJIIIIMlt.b¥ with the ottorto 'boillg .ado 
'b71our ol'plliaatic to pronclo thh oolllltl'7 with the 
needed etretocio aaa vitioal Mtolo. Tho TrOUlii'J 11 
dttply ooaool'll04 that 101ll' ottorto oholl aot 'bo ~red 
b7 wnrioo tu lociolatlon. At tho - tiM w ill \ho 
Treuurr aro aloo aoeooaar1l7 ooannecl thet epooial 
tax prhileg11 oh.ould Det 'bo OOOW'Od 11111101' tho plto of 
aeoioting the war attart. Wo haYo boon giT1Q£ a groot 
deal ot attontloa to lllin1ng problou &lld I do not beline 
we haTo adYOoattd tho illtrod1lotion or retention ot moaeureo 
whi ch would illtortoro with alll.iag produotlon. Our pro­
pooale grant Yor7 osttlli1To rol1at ia tho caoe of addi­
tional pro4uot101l aa4 han 'boon epoo1ti•la d11ignod to 
copo with thooo oituatlolll 'llh8ro tax11 alght bon boon 
l.ntol'loriD& 111 th aillorel production, In IW'Yt7ing tho 
probl- wo han ginn ovotul cOlllidoration to all of 
tho pointo 11hlab Dr. !Joloon hu raiood. 

U, cloepito tho rol1ot • han propoeod, 7ou.1atl 
that eor1ou tu illtol'foronoo ..Ud r~n, n ehill bo 
glad to r..,1• tU wbolo •ttor in a epocial etucl.T. Fr01:1 
t he point ot T1• et o....a tu pol1q wo l tol that taxation 
uaaur01 obRlcl aot 'bo utocl to ao.-pllah whet oan bo done 
bettor in other ..,.. Shot-C1lll .. thode of proTidlag etiau­
l ation tor w!•''l.thl'oucb tax lofiolation would conT07 
bonotlte whoro t 1' aro uaoarran od in order to .. , t a 
opooial eit1l&tioa. 

It h oortainlT aot tho d11lro of tho Treuur7 to 
dt priTo tho CoD&"•• ot Tl ... wbloh oontliot with our 
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01111 on tu •tttl'e. lll4el4, •• ban ..ae it a point 
to ln!ol"'l tba CO!altt••• whu 41aacr•-nh uht.a. 
Orderly b&n411ng ot tu leglalation howaTar, make• it 
neo111ary to haTe .. ttara ralatlna to 1uoh leglalatlon 
bandled through the Traaeur,r where the reaponaibility 
i1 lodced. It ia _, Ulldaratanaing fl'Oa your letter 
t hat you reooflli•• the naooaaity lor thia oantraliaation 
of rupouibi ity ua that 1n oaeu of dh-cru•nt aa 
to tu policy you would ill• to prueut your opllliona to 
UJ. • • are 1A hearty aooora with thia prooedurl, Illlleed, 
•• han 1ought to aeoutain the Tiewe ot your orgalliatitn 
on utten ralatina to the tu bill, 1nolwling tha appro­
priate rate Of IXOIII profitl taz &lid inoludiQg al10 the 
l eaue whioh waa the oooaaion ot _, preYioue letter, In 
order that the reoord M1 be olear, I ehoul4 lib to 11t 
forth 110n tully the tactual baoqroUIIA! on th11 •1t 
recent atttl', 

At our auggution, Dr. !lela on .tint met with membera 
of the Treaaury ataft in Yr. Blough' a office on Auguat 6, 
1942. Thia ••tine pro4uoe4 a nry utiafaotory exchange 
ot general YiiWI on tt:nlfoblta~ ot taxation of milling, 
and it waa our IID.den Qg that then W&l general agrll-
ment on the broad prlnoiplea lnYOlYed, A aeoon4 meeting 
in t he Trea•Ul'T on Avpat 26, 1942 waa dnohd to 110re 
detailed 41aouaion ot •thoaa ot l.pl-nting the broad 
conaiduationa prn1oul7 41aou&led. In that ••tina, 
Dr. Helaon 1n41aat.a that he oonlideraa the Johnlon uen4-
u nt UIIA!~!:O:!.lloat.a &JIAl adftlloed an alternatin pro­
poaal tor ina the peroentac• depletion alliiiiiiiM on 
min••· !be tr~a~ury'a propoaea aubatltute tor the Johuon 
IMIIIIIIIID.t W&l txplaiud and 4iiOUIIId, At a third Meting 
with Dr. Balaon on .&.ugut 81 ~. in the Traaaury, the 
dlaouaaltn relate~ prlnoi~iY to queationa regarding the 
treatment ot atrat~&1• .. ~under the exo••• protlta tax 
ex .. ptlon. The trea.uJ"7'1 propoaal tor relief tor aooel­
erated produotiOII of alllll W&l reYiiWtd brieflY &lid 
Dr, lfelaon wae &a'f111d that tba final c!etalla bad not 
been aettlea, but that a oopy of the pror.1al would be 
11nt to hia wh.n th111 detail• nr• 11tt ea. A copy ot 
the propoaal waa .aa1 aTallabla to Dr. lfllaon on the 6th 
of Septeabar, • two a.,a before there waa &111 hell'ing on 
the alabJeot. 
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At eaob tl the throo Motl.Jiga i.n t he Treuur7 

Dr, NtliOll pramat4 to fvnilh oaae uta 1114 other 
infoi'IIIUon tupportbg hh uguunh. lfone of thh 
utel'ia1 •• enr noo1Yt4. 

23b 

AI I WI'Oh 70U prnlouq, Ill', Kelton appouK 
before the Senate FiD&Doo Co..itteo oa Auruat 18 with­
out diiOUIIing with ue the te1t1mon7 he expeoted to g1Ye. 
Again on Septelllber 10 ho appeue4 bet ore the Sub...U ttoo 
o? t he Senate Fi nance COIIICil ttoe, without prnlouq -
=ic&tiD£ to Ul hh Ylon on the Tl'euUI7'• propott4 •"' • 
substitute for the Johnaon -llii!Mnt or tho nature ot hh 
i.ntelllled t11ts..oa,. I ltollen 1t 11 el7 fair to MT that 
he had btu .acle •ultleitntb aare ot the 'l'l'euuJ7' • 
poll Uon on tho deplet1011 .u-oo to u.lt• h1Ja realise 
that hh IJUUIItlena wre oontl'11'7 to Tl'e&eUJ'7 polio{' 
Treaturr r epretentatiTot had ropeatedl7 pointed out o 
Dr. Nel•on the objeot1ona to lnoreu1ac depletion all~ 
anoea •• a baai1 tor 1timulatina mineral produotion. 

Alter W7, Paul'• t11ephone oonYtrl&tion with you, to 
wbioh TOU nhr in .,.., letter of Sephaber 28, Dr, tlebon 
Dildo a further appean.aH botore the full C..Utt11 on 
Sapt•bar 21, wi th.tut d1tou11lng the problta or hit in· 
hndt4 t11tlM11.7 with IJI1eM in tho Tl't&IUJ'T, although 
ther e wat opportunity to do ao, not onl.:r prlor to the 
btariac aa~ but alto at the c-ittee hearing ,_ in 
lld V&%101 Of tho pl'eiiHdiDCio 

I wilh to atture 70u ap1n that I wleo• 70ur Ti ftl 
and hopo that tbtro ~be no !urthar al.eundeut&ndinga 
in CODDIIUoa with tither th11 PIYUIII aot 01' further &Citl, 

Sboorel¥ rour•, 
(llcMI) B. Korpe~ Jr. 

Seoretarr ot the Tr•••urr 

llr.DonaUK.IIolloa 
Chaii'!IAD, War J'loo4uohon Boari, 
Wathingten, D. c. 

Del. b7 1\llrgh 2142 l0/2/42 

Pboto tllo 1n Dlar, 
RB: REP: u 

P1le to 1RI1 te 41reot . 
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THE_ ... SUN 
OCT 2 1942 

The Pri<e Of .1Cickina A ,:• 
Coddie h Hard To Detamlao 

Tbe Appellate Olvbloo, New York 
State'• aeeoad hl&hett court, h11 wrlllea I 
Into Ha reeordt tb.lt ~.000 It too hlth 
a prlee for k1cklnc a tadclle on a JOlt 
eourw. The klcke. had won a verdict lor 
that amou.nt from the klc.ker, who hlp. 
Pti'LI to be William A. Jullu, Trtuurer 
ol the UAit.td Slatet: but the I.Pl)tl~ate 
court hu rendered the turiou• dedalon 
that the verd.lc-t will be Mt uldt "'till 
~ bor- to-t auoo, 
~ etlrtly to U.. prl<t tf ikt. 
~ a.ddie. T'Ut tM ead4Jt ..., kltkt4 
tetma to be established. TUt tM tktt.ac 
ol a caddie t'OII.ftlluta a lort ll adialtttd 
b7 t.be tou.:rl wbu it permit. tAt .....,. 
me.nt ol t:QY d.tJM&e. Bl.jt tM pNdM 
cat.b equivalent of the me.atal tod pbnl. 
CJ! anpls:h JUft'trt<l by the lcltktd 
uddle ll debattbl•, ud It l.s upon thiJ 
polnt that the lower and hither courc. 
are in dluareement. 

Even If one aceepta the doubttul prop. 
01IUon that law il not lllfttted by latl• 
tude, It 11 inconteatlb1e that prlw are. 
Tbil case oria:inated at Bolton Llndlnc. 
on the shortt of Lab Georse, far up In 
New York Sll:te. lt iJ not to bt IICP.nDed, 
lhertfore, thlt wbat would M a falr prla 
1D Alabl.ma would MeU&arltt be a fair 
prb at Boltoa 1..and..i.a.t. or lbat the 
fl.cure npraentfnr\just.lttl al Colorado 
Sprlap wot~ld ltr'M wiLb efU.er. 

F\ar'tMrmort, Lbcre .,. kk:b and 
tleb. Tbu. is the atddentaJ kkk. dlf'.b 
aa apoloo will 141.1.,.. al~BG~t ut wbtr.. 
Tbue is wblt m.IJ' be c:.a.Utd U.. I• 
penoaa.l kick when Ule JOlltr.. f\try 
allbut the cu&Mdneu of ball, bunktrt 
tod uncl botps Ls sudde.oly vented upon 
lha caddie; naturally, this tome~ bl&htr. 
Flnally, U\ere ia th• klc.k dlrtct.lntended 
for the caddie t nd moliYiled by wntb 
II&Jntt the caddie, wblch Ia:, of tourlt, 
moat expenth•e ol aU. 

ObvJou.tly, the eourt dealt with a Que• 
Uon !avolvlnc some delleate eakui1Uont 
and ntee dbcrlmJnatJoru; It Lt not .u,.. 
p.rll~l that it wu a S.to-2 detU:Ioa. 
ADd ... do not yet bow ~ttbtt la 
his pramt col.hc Mr. Jullu cv baa 
4111<11117 to rtttlo& • ••dola ta4l "\aJ 
boW •ta his pruut c:addia are, 
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Yert trulT 10\&no 

....., 11. lfOJ1WtUta, Jr. 

Seore\arf ot \he 'lree•ilfr 
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( Collector 0111111 lht {.0: Jllot01tat ot. 
n intereetlng r.Ural '&lll hlaecl 

in !Centucq in 18M. In return 7CIIII are 
sending hia oop7 ot a Fecleral tu retut~~ 
which •• tU.a la 188'7 117 4 NY reliaeat 

• 
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TREASURY DEPARTMENT 

Leo Diar.~ond 

Kny Alcer 

INTO OI'"PlCI: COWNUNI CA'T10N 

..... 
September 23 , 1942 

L[r . Paul woul d like you to ansYter this letter . 

7;'ill you please have e.n ackn017ledement prepared 

for the Secretary ' s siznature i~edie.tely , and then 

~r . Paul remembered that Chuck Kades had a copy of 

the first inco:o~e tax return photocraphed and nen­

tioned the t you eight seno it to J:r . Glenn along 

with your answer . 

f, t tach.':lent 

246 
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TREASURY DEPARTMENT 

INT'ERNAL REVEHUE IERVICE 

L.ouiSVILU. KY. 

Sept-ber 21 , UU, 

Bon. Henry Mor&tnthau. Jr., 
Seoretary ot the r.. ... ury, 
Waah1D(ton, D. c . 

My dH.J" Ill". llorr;enthaut 

(~4 1 

I aa enolootnr; photoatatio oow ot t.D old tu: 
bill wbiob wao o..,t in to • troa l.e.WJ"enoeburg, J[entu.ol;y. 

I h&d alwaye been undor tho 1ap,..u1on tha.t the 
tirtt inoOJH t&x lu wao pr.ued UDder Cltnland and 
waa hold unoonatitutionel by tho Supramo Court1 that 
then the Conotitution wao tJUDdod t.Dd that the tirat 
1nooae taz l aw wa• e~teot1•• in 1913. However, the 
onoloaed t ax bill, dttod NoT .. ber 188•, diooloaoa 
that there wao an inoo .. tu: at that time, aott1ng 
o~t the a.oUDt t.Dd tho rate. 

I thouS)lt taio old bill al.S)lt be ot 1nteroat to 
you. For t hat reuon, I &a eendin,s it to you. 
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TREASURY DEPAATXEUT 
Vaahington 

!'OR IMMEDIATE RELEASE 
FridaY, October 2, 1942. 

25J 

Preu SaMice 
No. 33-48 

Secretary Morgenthau announced today that aalea or Treaeury 

Tax Savinge Notea during September totaled t929,000,000, or more 

than double the ealee or t418,000,000 during the preceding month. 

~lth the exoeptlon or the tiret month or iaaue in Augu1 t, 1941, 

when ealea totaled 11,037,000,000, thla waa t he l argeat monthly 

total on record, Tble abowtng demonetr atea the etteotiveneea 

or the work ot the Viotory Fund Commlttaee, otfloiala aaid. 

The September t otal lnol udea the ealae or Serlea A, B and 
C Notea, Sale or series A and B Notea waa euapended on saturday, 
September 12, and new Serlea A and C Notea, which provide greater 
f lex1b1lity1 ware placed on aala on Monday, Saptember 14, The 
principal cnangea in seriea A Notee waa the ralalng or tha limit 
vblch mlght be presented in payment or taxea in any one year trom 
$1200 to 15000 and extending the maturity ot the notee to three 
yeara. Thia limlt applies aeoarately to federal l noome, eatate 
and gitt taxea , In the caee or Joint raturna, huaband and wlte 
are each permitted to preaent a maximum ot 15000 in Serlu A 
Notaa 1n any one year i n payment or taxea or each olaea. 

Ot the total ot 1929,000,000 i n Tax Savinga Notee aold l aat 
o;onth, the aum or $8116, ooo, ooo repreuntad t he purohaee or new 
notaa iaaued on and attar September 14, 1942, The balance ot 
;!J,OOO,OOO rapreaented aalea or old Serle• A and B Not ee prlor 
to September 14, ot which approxl .. tely t4S,OOO,OOO were ex­
changed t or t he new eerlea notea during September. 

.. 
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9a1ea of Tax 9av1nga Notea 1n September b7 Federal 

Reserve d1atr1ote, etc., fol1owa: 

Boston - -

New York 

Ph1lade1ph1a -

Clen1and 

R1ohmond 

Atlanta 

Ch1oago 

St. Lou1a 

M1nneapol1a 

Kanaaa C1t7 

Dallas 

San Frano1aco 

Treasury - - - - - -

Uno1aaa1f1ed - -

TOTAL -

-oOo-

S57, 615. ooo 
341, 925. 000 

71,303,000 

107,724,000 

35.295.000 

20,31!6,000 

141!,650,000 

44,803,000 

14,1!59,000 

20,965,000 

12,961,000 

52,0112,000 

709,000 

67,000 

t929.303, 000 
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TREASURY DEPARTMENT 

INTI:It OI'FICE COMMUNICATION 

255 

DAn October 2, 
19~ 

Reo en 
Sec i tie a 

Prices and Yielda of Government 

During the week ended laat night, Jll'icee ot practicall)­
all Oovernment aeouri ties lost ground. Altboll3h fairly evenly 
distributed throll3h0ut the week, deoUnea wre moat pronounced .• 
on tueada;r following the announcement that the Treasury would 
borrow approxill&tely $~ billions in the market in October. 

The new l-l/4 peroe.nt notes due Waroh 19~5 closed yester­
day at 100, unchanged from the quotation ot a week ago. The 
taJtable 2'a of December 19~9-51 (offered in July) declined 
2/32 during the week, closing last night at loo-4/)2. The 
taxable 2-l/2 1 a ot 1967-72 were quoted at 100-31/)2 at the 
close yeaterd&y, down 5/32 from a week ago . 

With the exception of the 2-l/2 1 a of 1967-72 among the 
taxable iseuea, and the 2 1 s ot 1953-55 and 2-1/4'• ot 1954-56 
among the tax-exempt iaauea, prices of all Oovarnment aeouri­
t1ea outstanding on Karoh 19 are currently quoted below their 
levels ot that date. It ahould be noted, however, that in 
add1 tion to the foregoing bonds, nine other tax-exempt issues 
also have lower Pzelda than on Karch 19, thU discrepancy being 
due to the amortzation factor preViously dlacuued in a number 
ot the memoranda of thla aeries. (See attached chart and tables.) 

Thla nelt '• offering ot Treasury billa wae awarded at an 
average rate of 0.373 percent, slightly above the average rate 
ot a week ago. Small declines ooourred during the week in the 
pr1eea of all outstanding certificates of indebtedneae. 

Purchaaee by the Federal Reserve Banlta tor their individ­
ual i nvestment accounts and tor the Syatam Account aggregated 
S367 million a during the week ended last night ( w1 th Thurtaday' a 
t igurea on a preliminary basis). The total oona1ated ot 250 
o1ll1ona of billa 165 millions ot oert1tioatee, ~~ millions /'' 
or other taxable iaauea (including ~~ millions of the new 1-l ~ 
percent notea) and t5 m11Uona ot tax-exempt issues. Sales were 
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secretary Morgentbau - 2 

oont1ned to t70 ~111one ot b1lle, and bill maturities totaled 
$130 m1111on1, eo that the net inoreaee in the holdings ot the 
system Aoccunt and individual bank porttolloe waa tl67 llilllone. 

E!!ective laet Wednesday, the procedure ct handling secur­
ities acquired under repurobaee &8J'eemente wae changed. Billa 
now purobaeed under auoh agreement• are held in the investment 
aooowtte ot the ind1 Vidual banlte and are not transferred to 
the System Aooount ae was the tor11er praotioe. 

Attaohllenta 

Regraded Unclassified



3- )A 
) 

t~ 
2 
2-}/~ 

2- l/2 
2 
3-l/8 
2-l/2 
2- l/2 
2-)/~ 

~-1/~ 
2 
2-l/4 
2-7/8 
2-)/4 
2-)/~ 
2-)/~ 

l~ilfi~ 6/J. 
10/J.il-12/J. 
) /J. 5l 

9~~~ u,. , .... -
12/J. /~-
12/J. 119-2~ ~~=i 
911~51-~5 ~~~ /1=H 
6/1 t 
zn. -
~n. 1~ 
12~~~::ij 

Tal>lo I ( 

Prloe t.D4 Y1.114 o~, ot U'n1\e4. ata~1 hol.lJ'iu. 
hptellber 2-., 1911-2 'Co Oo'o~r 1, 19'1: •• 

100,01~ 
100.047 
100.008 
100,085 

100.0~ 
99.16 

100,00v1 
98. 29 
99.0) 

100. 0) 

101.o6 
100. 10 
100,07 
100,o6 
100.01 
10),111 
100,)0 
10).0) 
100.14 
101.oll 

100.10 
100.17 
100,19 
100. )0 
100.25 
100.15 
100.)1 
100.15 

102.02 
102. 2) 
10],25 
1o6. 22 
105.o6 
~.26 

1Q9.00 
107.00 
107.12 
u-..22 
1oii.05 
107.1) 
1o6. 25 
1o4. 0) 
UO.l~ 
106. 06 
lo6. 16 
108,07 
110,10 
104.27 
10),11 
105,0 
109.2 
109.00 
109.05 
109.211 

ft!!!J I IIO!!.I!III 

100.008 
100.0~1 
100.00~ 
100.080 

100.0) 
99.16 

100,00 
98. 28 
99.0) 

1oo.o-.. 

101.0~ 
100, 07 
l OO. o6 
100, oll 
100.02 
10). 12 
100. 28 
102. 28 
100.1'1 
100. }1 

100. 09 
100.16 
100 ,18 
100 .28 
100 .2~ 
100,1l 100. 
1ooJ 

101.)0 
102 , 20 
10). 22 
lo6 . 19 
105 .oll 
10~.22 
108, )0 
1o6. ra 
107. 09 
11'1. 19 
104.011 
107 . U 
1o6 . 26 
10if.02 
110 .16 
106.02 
106.11 
108.02 
110,06 
10~. 21; 
10).1) 
105 .05 
109.20 
108, 26 
108.)1 
109.19 

-.oo6 
-.oo6 
-.00~ 
-.005 

-.01 
.oo 
.oo 

-.01 
.00 

+.01 

-.02 
-.0) 
-.ol 
-. 02 
•. 01 
-.02 
-.02 
-.07 
.oo 

-.05 

- .01 
-.01 
-.01 
- . 02 
-.01 
-. 02 
.oo 

-. 01 

-.04 
-.0) 
- .0) 
-.0) 
- .02 
-.oil 
-.02 
-.011 
-.0} 
-.0) 
-.ol 
-.01 
+.01 
-.01 
-,0) 
-.0~ 
-.05 
-.05 
-.o~ 
-.0) 
... oa 
-.02 
-.0~ 
-.o6 
-.06 
-.05 

.)7 

:~ 
.77 

.48 
1,01 
1,25Jw1 
1,10 
1. 27 
1. 48 

1.77 

1.9 1. 9i 
1.9 
2,00 
2,10 
2.111-2.& 2.11 
2. 

:a 
.eo 
·95 
.9~ 
.98 

:.".1.10 
- 1.oa 

1.10 
1.2 ... 
1.18 
1.~ 
1.)2 
1.)1 
1.57 
1.59 
1.6) 
1.7} 
1.75 
1. 61 
1.65 
1 .76 
1.99 
2.01 
2.07 
2.10 

I 

.)1 

.llo 

:tt 
.71 

.54 
1.01 
1.25 
1.U 

~:~l 

1. 7 1,~a 
1. 7 
1 •• 
1.99 
2,10 

2.2 2.1J 
2 .II 
2.~ 

,61 
.70 
.8) 
. 97 
. 98 

1,01 
1 . 10 
1,10 
1.11 
1 .25 
1.1!1 
1.~ 

~:g'~ 1, 
1. 1 
1. 5 
1. 75 

u~ 
1.65 
1.76 
2.00 
2.02 
2.01 
2.11 

.oo 
• .oil 
+.01 
.oo 

+.01 

+.06 
.oo 
.oo 

+.01 
.oo 

-.01 

+.01 
•.02 
.oo 

+.01 
-.01 
.oo 

• .01 
•.02 

.00 
+. 01 

+.02 
+.02 
+.02 
+,OJ 
+.Ol. 
+,0) 
-.ol 
+.01 

+.10 
• .o4 
• .0) 
•.02 

,00 
+,0) 
.oo 

•.02 
+.01 
+.01 
.oo 
.oo 

-.01 
+.01 
•.01 
+.02 
+.02 
+. 02 
•. oa 
+.01 
.00 
.oo 

+,01 
+.01 
• .01 
+.01 
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·Prlot and 1111.4 Cha.~tt ot Ull1t.l4 a~at11 &tourlttu 
llarob 19, 19112 to Ootobor 1, 19'2 

,.ourltr 

.... 
JtXt!!r UOVIltip 

100.12 
99-}1 

99.21 
99·29 

101.25 
101.0~ 

100.12 
10}.23 
101.06 
10).05 

100.27 

101.11 
101.01> 
101.0} 
101.16 
101.10 
100.27 
101.16 
101.00 

~l:~ 
105.o6 
108.11 
106.o6 
105.28 
uo.08 
107.2& 
1011.08 
115.20 
104.23 
107.211 
101.or 
104. 2 
110.22 
106.16 
106.20 
108.18 
110.20 
~-29 
103.10 
10,.28 
uo.oo 
1()9,10 
109.12 
110,00 

100.008 
100.~1 
100.00~ 
100.oeo 

100.0} 
99.16 

100.00 
98.28 
99.0} 

100. 01> 

101.0~ 
100.07 
100.06 
100.0~ 
100.02 
10}.12 
100.28 
102.28 
100.14 
100.}1 

100.09 
1oo.16 
100.18 
100.28 
100. 24 
100.1} 
100.31 
100. 14 

101.}0 
102,20 
10}.22 
106.19 
105. 01> 
1M,22 
lOS, }0 
106.28 
107.09 
114.19 
104. 04 
107.12 
106.26 
104.02 
110.16 
106.02 
106.11 
108.02 
llO.o6 
~.24 
10}.1} 
105.05 
109. 20 
108.26 
108. 31 
109.19 

Dtot.alt 1D prlott of otrt~tloa,tt art t~ 4eo1aalt . 
b.otu or priot on.r aero Jltl4. 

• 

-.09 
-.15 

-.2s 
-.26 

--.10 
-.11 
-.10 
-·09 
+. 04 

-1.02 
-.20 
-.17 
-.20 
-.18 
-.14 
-.17 
-.18 

-1.23 
-1.11 
-1.16 
-1.24 
-1.02 
-1.06 
-1.10 
-1.00 
-.}1 

-1.01 

::it 
::~~ 
-.o~ 
-.14 

::~ 
-.1, 
-.05 
+.0} 
+.09 
-.12 
-.16 
-.1} 
-.1) 

.eo 

.all 
1.02 

1.67 
1 .8) 

1.96 
2.09 
2.12 
2. 24 

2.116 

2/)2" 
.22 
.26 
.26 
.)4 
•}7 

:l~ 
.41 
-57 
-72 
-91 
·9" .90 

1.11 
1.09 

u~ 
1.15 
1.)a 

1.3} 
1.28 
1.65 
1.60 
1.66 
1.74 
1.78 
1.70 
1.68 
1.80 
2.00 
2.01 
2.07 
2.10 

.)7 

1.78 
1.91 1.9 
1.9 
1.99 
2.10 
2.15 e.ij 2.4 
e. 

1.~ 1. 2 
1. 8 
1. 
1. 65 
1-75 
1.71 
1.~ 
1.65 
1. 76 
2.00 
2.02 
2.oe 
2.11 

+..17 

+olT 
•·25 -•·21 +. 25 

+ . 11 
+.n 

+.0} 
+.oi 
+,OJ 
+.01. 

-.01 

-.02 
+.Oif. 
- ·or +.0 
-.01 
+.0.1 
- .01 
-.01 
-,OJ 
-.M 

.oo 
+.0.1 
+.01 
+.01 
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···11142 
MJ dear lr. Prtt1dea\: 

nere 11 eaoloeld a agn\ld fon of ltUer 

for yoar e1,.a\ure, aokaowlede1ftl \he 11f\ r .. t1Yid \ 

troa \he J•a\r1al ao, worlrlre of \he Pearl larbor 

laYJ Yard. 
I a aooorduoe Y1 \h \Ill prcrrllloee of tilt lecloM 

War Powere 1o\, 1,a.2, ~11 OOD\rlbll\lOD wlll M U• 

oep\,. a1 a dona\1oa \o \he Onl\ld 1\a\tl And will 

be placed \o ~~ credt\ of ID appro,rlaUoe fro• 

vhloh lhlpl of \he laYJ are bull\ . 

I feel \ha\ \h111 eeplor••• are en\1\ild \o a 

lenar froa JCN. 

Y• Ylll 110\1, alaO• \ba\ \litre 11 a place 

for roar laCttlllta\ of \he check, wl\h 1ee\ruc\1one 

u \o \he 1-* \o be •led aUaohld \o \he acoHJIIDJ­

lftl piMoldn'. lf\er \he cheot hal ben tndonld, 

pleue reMr8 u ., \lla\ 1\ alii be placed ln ooane 

of oollll\loa for depoll\ of \Ill proceed• ta \he 

,,. ... ,. 
!he Pr11ldn' 

ne nue JaaM . 

rat\hfullJ roar•, 
Gill «)& ......... Jr. 

.llr ~~~- ..,...,. 5&10 10/P/.2 
Xarke4 A,\ft,: lr. rora'er 
Plio \ 0 f 1le l D D1ai'J, 

..,2!!1• tl\t tq !bo!RtoD 

Regraded Unclassified



Detr 11••• 
, ... &lft ef no.oao ··g.:r; .. ... ... .,_., __ . .._ , ..... . 

-k ... peater ... lflH. I .... ,, lt IWlr • .. ••u et • pat.M au-. 
'" at ,_,.1 ...._ ..at tua p U. Ml 

Mnw •f Dee ..... ' lMl. u. .., U.t wlll 
lln la laf-r. Qat.;,..,,.. rl.W , ... 
Una te Met eft a tl ••Mllaw attesk. 11'-s 
\Ilea, ...... ••••• lU. beJ .. te •n•., 
... flpt~ ·97· .. , ..... &bla& , ... ••1ls•• .. ~· u. ~ •f ... , .., ..... 
•••-aM· 

X. ...,_. te JftP ...... t, I lien thll 
.., 1lna lilat._u ... tllat • •1•.- M plu .. 
• a - •ter '-J•Ie --~ teatlf)'la& te tiM 
fut tMt lt aa nat.lM '7 tile - ... 
-- et , .. ,_,.1 •••• 'IJ , .... 

ft~ all .... wi ..... 

c.tlal)¥ ..a elzuN)¥ '""'• 

•. •. ~~sa, c. ..... '· •• .'IJ. ... ' ,..... .. ...... , 
.'IJ ,.. .... ,..;1 ....... f ••• 

FI/oglt 

-
260 
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llaoy Tar4 , Pearl !!arbor, To K. 
lS loptoebor , ltt 2 

J!Onorable PrOD~l1n o. Roo1onlt 
PrttldiiOt or th• Uuito4 Stotoo or AJoor loa 

o. c. 

Prooldeoto 

( 
\ 

On Lt.bor De,y ~ of t M iDduotrial ohop workoro or tho Poarl Hart oQr 
Yo.rd oontribute4 thoir '-¥' o pe,y 1n "" aotion 1not1sated t.nd purauo4 

... , 011 thl1r _, 1n1ti&t1TI• '!'lwy tolt that thh token donaticm 
wir ""rl<, mJ.Pt flu'tbolr uouro tM ooati.JI""""'' of •hi .Por1oan 

11~· their 4oo11'e to - a - plato 1nooribe4 with "Pearl l!arLor• ~ • 
thea to aoo1111>lato thio i'lmd re.....,U.ao ot uprouo4 of l'1o1al cia-

coon,,oDozot. • ,. 
!'1\e ~n uaderat&nd that certain teo !a ,.., trio t1ona caTer 

n..un; ot air or , .. oratt , but it ia ~till* a we,y will bo tol.llld to 
tho prido of tho ohop .. , wno aro doi:nt; -~~ '- lca op our oh1po rit t.o 

\'My aro pro\111 or their ologan , • ;ro IMp thooa Fi t To f'ir;nt•. llh1lo 
oro oontributinr; 1nUreotly thrOUl;h bODdo, thoy nopo t hat thol.r 

lro'tim• nl" can be • • oleuly exprea1ed atld acomtua Wd • • recently waa the 
or oortoi.JI Japanooo 4oo orati 07\l• 

Fund h tonrarded to you for use aa you de om beet. Aa r el ia r or 

e~l~:~:;::~:;.,:or&e.n1aat1on• have aep&rate drinl tor t hol l t peo1rio causes, 
I that tho Fund bo turned into tho Troaoury and a n~ plat o 

on a pieoo ot a ,.,...nt to tho end t ho • tho .. , ..:y on j oy rtoori<" slY 
a&H ar..ott.on t)oat oow.wa 1n the return!nr the ~nulta.autnoa s or Deoetnber 

:1M oh.at: 11 written on a. rre. ~nt or ~ ~ n aP t.cen rro· a Jap nla.n• 

&hot dow. o•tr Pearl H&r~or on tJw,t d~· 

:be IIIlA ht.•• !"akecS T~ Toi aro , a 1 ac:\in l a t , t.iw orl ·1naec:- o: th~ l c.n 
inaof'a.r • • tht labor or Labor Je.y s~c;,:lJ ec.~a tlt •te • dlr~t. cor.tr-t·~t .. ~nt 
w thoi r Shop Supor1nt.ndon t t o ao t ao tr. sto . a ro r t.ho !'I.Di and to ac -

0 

tho end tha t t hlir aon tl~.»nto shel l 1:1 plaoo4 ~ororo :tO•• 

Aaoordin&lY I t 1o wi th ;>loas uro ou>i prUo t 4 t we tranoJdt to you t.hio 
ohook 1n tho n...; ot a ll tho "'"' an:! wooJDn oonnoo t od ~l t.h tho VnHo~ s · atos 

Yord a• Pearl liarbor. 
Yo\lr l t r \ll)' • I" 

' 

Regraded Unclassified



--
.~ . 

I 

Regraded Unclassified



I • 

II . 

nt. 

'· 

n . 

Ilt. 

26) 

Aaalya l a ot &xpo~ to Parroll S.•lns• Pl&Da Sop·-·· 26, 1942 

"-ber ez:po .. d 
t o pa7f'oll 

•••lqe plan. 

Put A - a-&1'7 bJ llallber ot OrpJt..h a t1cme b:J!OMd 

Blaelnu a orpni.a.a tl OM 

111 P1nu with 5,000 •~lor••• or aore ••• , ••• 487 
121 Plnaa wltb 500 to ~.999 .. plo,.•••••••••• 5. 578 
151 Plra. • ttb 100 to ~99 .. plor•••······· ·· · ll..ill 
141 Subt otal - large tlrae •••• •• , •••••••••••• 29,140 

151 Pirca with l UI than 100 ••ployeea • ••••• • ill.oill 
!61 ~tal bueln••• orc•Diaat loca ••••••••••••• 144,561 

ao.e ra.eotal orsaaiaatlODi o•••••••••••• ••••• ••••• ---· 
Or&Dd total ....... ...................... . ......... ~ 

Buetneaa organlcatlonl 

111 Plr.. with 5,000 e.plor••• or aore •••••• • 7 ,871, 751 
121 Pir.. with 500 to k,999 .-ploy•••···••••• 7,121,4Sl 
m Pl.nu with 100 to l.99 e~~Ployeea •••••••••• ~.m.!!li6 

I .. I $Q.bt ·Ot&.l .. l&r.. t 1 r1tl o o •• , • o o o • o o , •• , , •• 20,))2,2.28 

151 Plr&~ rit.h le .. tba.n 100 e.plor••• . .. ... .. 2~87,'iU 

161 Tota1 bua 1Dt•• orsanlaatlona.ll t too• ••· ·· 2},205,741 

Oovern.tnt.l orsania&tlona 

(11 Pe-d.ar-..1 GO'Ie~nt ••• , ••• 11 •• •• •••• ••• ,., 
2,03l#l'l 

121 State aD4 local covern.ent • •• ••• ••• •••••• 1,l78.~ 

(5) Yotal sonn.~ntal orp.nua tton• I ••• ••••• 
2.lt09.n2 

Oftnd total ••••••••••• , , •••••••••••••••••••••• •• • 26,61~ , 1!/i 

Ot tlu or t M s .. r t .., • c t.1"7 0 b.- ,..... ll'7 • 

I 

!otal DalilbtP 
1D tllo 

OCI!imtl'f 
( u tlaatt4 ) 

490 
6,027 
~ 
54,569 

• 
• 

• 
• -

• 
• 
• 
• 
• 

52,000,000 !I 

2,400,000 !I 
2 1loo.ooo 
, .100.000 

27 ,100,000 !I 

October z, 
Dhhlon or RtMaroh a t'l4 StatlaU oe. 

!/lxolu4•• aarioultuN l • plOJ••• · a111U.J"7 p•n onnal. ••plor••• ot1 wu or rrtA or ceo pr ojeo h , 
proprletora, rlr. .. ~'"'• aelt·•~lo~. oaaual wor~r• and p•r•on• ln da.a•tlo ••rvloa. 

• Data not a•allabl• · 

99 
&9 

.!11. 
85 • • • • 
• 

.....! 

• -

• 
• 
• 
• 

.....! 
7} 

as 
~ 

~ 

..1! 

191.2. 
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Pi.nle - lo,-l.Da 500 Pertoc.t 01" ¥01'9 Pal"tlelp&t.lAC 1D Pap'Oll Sa•illc• Plau 

(AI J"'pol"ted ~ tbl War k•tac• l ta.tt t 1 Stat. Ada1D.tt U.to,..) 

l t&te 

• 
Al&.,.... • • • • • • • • • • • • • • • • • • 
AriiOn&•••••••••• • •••••••• 
Arkall•••• ••••••••• o •• o •••• 
lfort.hlrl\ Ct U.tornlao. ,,, •• 
southern Oa lltornl• o•••••• 

ColoN<loo. o. o.,.,, • •••••• , 
CoMIOtlcut, •,, • •, o o o • o o o o 
Dtl&ware ••• o ••••••• , , ••••• 
Dlttrlo t ot Oolu.bla ••••• • 
florida •••••• o o ••••••••• • • 

0tOI'C1ao o o o o o o o o o o o o 0 o o 0 o o 
Idaboo o o o o o o o o o o o o o o o o o o o o 
Ill1ooll o,, •••• o., o., o. o,. 
!D41atla 0 •• 0 •• 0 ••• 0. 0 •••••• 

l o.&o ooooooooooooooooooooo 

l&M411. 0 •••••••••••••••••• 

r.:atuolt;J' ••• 0. 0 0 •••••••• 0 •• 

Lou.lll&.o& ••••••••••••••• 0 • 

tla.11\lo o o o o o o o o o o o o o o o o o o o o 
krflando ••• 0 ••• 0 •••••• • 0. 

hiii Cbullttlo o o o o, o o o o o o o 
wtotu,p.n •••••• o, •••••• ••• • 
MinMI Ot&, o o o o •,, o o o o ••• o, 
Klttl ltlppl •••••••• o ••••• , 
Xlatourt •••••••••••• •••••• 

Mont.na •• • o,, •••• o •• ,, o, o, 
N'tbra1'1ra •• • , •• , , , •• , o • •• o o 
MtYadt.o o., •, o o , , • , , , o, o,., 
MtW ~lh1Nooooo o o o o o oo o 
• ·• • J e r ••7• ••••••••••••••• 

• • • Mexloo •• • •••••• , •• ••• o 
••• Yon ••••••••••••• , ••• • 
llo:rth Ca rollAa ••••• ,, ••• o. 
l orth t>altota,,. o, •• o •••• ,. 
Ob1o •• o. o • ••• o o o ••• o o •• • ,. 

Clt:labc.&o • o o • o o o o o o o • o o o o o 
O'N&OOo o o o o o o o o oo o o o o o o o o o 
Penney·l.aalao •• ••.,. o ••• •• 
lhodl llll•Dd . 0. 0 0 0 . 0 •••••• 

Soutb CarollDa •• o••••••••• 

So!.ttb Dt.ko U •••• , •••••• • o o 
'fl !l.li.IIIM o o o o o o •• o, •• o o o o o 
'flu• •• o o o o., ••• ,., ••••• o. 
11taho •, • •• ,.,,.,. , •• • o ••• • 
V1r.ont., • • • • • • o o • o • • •, •, o 

V1r&ln1a. , •• , •••••••• o • ••• 
Waa.b~t«~o ••• ,. o., •••• •••• •••t v rslnla •••••••• ••• 0. 

Wlaoon•tn •••••••••• •••••• • 
WJ'ca.l Ill 0 •• ••• ••••••• ••••• 0 

.llaalc& • • , •• , •••••• •• • o o ••• 

1\e.llroad a ••• o •• •• o , ••••••• 

! ot.a.l •• o ••••••••••••••••• • 

I t l" of tb .. • liE papoll 
aady• plan• 

8 ' Apr. 1 I Sept. 19 i lept. 2' 

41 
~ [. 12 

1.22 ill ru 121 

1~ J1 i ~ 1~ 
~8 liO 

86 12) 12~ u 4hu ~a 'M 1~ 22 

n 
i ft 

105 

u 
"' 1~ 

~H ~11 ~ ~ 
J~ J~ 10) 

2! 2l 2~ 
29 

1a, 13, 142 

75§ art 
81 10) 1, 1) 

0 0 
412 1>55 4 

u sft 5~ sz~ 
84 

5 1~ 1~ '0 
3 10 10 

12 12 lZ 

r 1o6 1o6 
72 72 

~ 72 
>ll lli' 1 

' ' 
, . 

____.!21 ____.!21 ____.!21 

~ ~ ~ 

totil -· ot ru.. 
I ( .. t.;,;;todl 

u 
20 

t42 
1n 
22 

~~ 
12) 

11 m 
" 25 

~ 
1o6 

~n 
82 

~ 

'~ i 2~1 

1.~ 
1)7 

0 
498 

~ 
99 

t~ 
11 
12 

1o6 

~t 
15t 

' 
J!2 

~ 

ottloe ot tM " •"'t&l'J ot tbe ,.,.._RJ'7, Dl•taloo ot ~uucb l.ftd suthttu. 

PereiDl of ioGi blidiili pafi'Oli 
... iy. plaN 

Apr. 18 j lepto 19 1 lept o 26 

~ 1~ 1~ 
~6 ~~ ~g 100 100 

81 100 100 
zo ~ 3g 
68 ~ ~ 65 

70 100 100 
100 li 1~ 
70 u i 
n 100 100 

H fi ~ u 
70 92 9) 

rt 100 100 
99 1~ 19 100 

7) 91 91 

7~ 
M 

1~ 
M 

1~ 
M 

l~ 1~ 1~ 

100 1~ 100 
70 81 
7S 9'1 99 - -8) 91 92 

61 100 100 

sa 100 100 

~ ~ R 99 99 

100 100 100 

"' 64 66 

t~ 
100 100 

91 91 
100 100 100 

88 100 100 
62 91 91 

~ 
100 100 

1~ " 2S 100 

100 100 100 

...ll ...ll ...ll 

~ .22 .22 

... ...... 2, 19112· 

• • • 
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PiJ'U -.:plorl.D.I 100 to 499 ' '""" PutlolpatLac l.D Payroll Sl.• lA&• Pl.a.u 

(AI "'1101"'t14 b7 t.bl War k • 'llll• lt.att •a Stat. 1&11nlt t :ratore ) 

' 
8 I ApP. 1 • Sept. 19 I 

All~•·•••• •••• • •••••••• 149 zz~ AriaOMo o • ••• • •,, • • •,., • • • 

5~ Arltan••• · ••••• • ••••••••••• '~~ ll'ortbern Cdltoi'Dit •• •• • •• 
noutbern Cdltomta ••• •••• 756 1, 015 
Colorado ••• , •• •• ,,,,,,,, • • 11, 

~ coaneotlout •••••••••••••• • 277 
Otlawa.N • • ,, •• , , ,, • , , • • ••• 21 
D1ttr1ot ot Colu.bla •••• •• ~ Plor14& ••••• ,,,., •••• , •• •• 20, 

Otorcla •• , ••••• , •••••••• ,, 1,, ,o 
t4abo •••••••• 0 •••••••••••• 31 

1,~ lll~olt •••••••••••••••••• 1,~00 
(D:1_1a.Qa • 0 ••••• 0 ••••• 0 ••• 0 • 1~ towa •••••• ,,, •••• ,, ••••••• za. 
ltaftt t l •••••• 0. 0. 0 0. 0 •••• 0 0 276 286 
«•tuotcJ. 0. 0 0 ••••••••••••• 136 187 
LOlll t l&na ••••••••• 0 •••• 0 •• 1~ m k1M., ,,,, • • ••••• • • • • • ••, 
l&l'Jl&Dd •••••••• 0 0 0 0. 0 0 0 0 0 177 

~•••&obueltt•·••••••••••• o U' 1,018 
111ch1&&ft.,,, o,,,,, , , , o, o o, ,1~ m Klnne• ot.a •• ,, ••••••••••••• 
K1••1t a1ppl ••.••• • •••••••• 4~~ 62~ 'llttOUJ'lo o o o o o • • • • • o • • • • o o 

Montana • •• , •••• , •••• ••••• • 40 
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Cll.l tf of Staff to tile 
c-.. .. r-la-Qlat et the AraJ aaa loYJ, 
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SECRET 
The Honorable 

THE JOINT CHIEFS Of STAFF 
W-INGTOH 

October 1, 1942 

Henry Morgenthau, Jr . 
secretary of the Treasury 
washington, D. c . 

Jolt dear Mr. Secretar·y: 

269 

The Joint united states Ch1eta ot starr have established 
an agency, lmown aa the Security control, tor the pur­
pose ot regulating and coordinating the activities of 
Governmental agencies with respect to military opera­
tiona. It consists ot a aan1or officer from the Army 
and one from the Navy, 

In any military operation in which we participate 
abroad, there are innumerable linea of action which 
agencies euoh as the Department of the Treasury can 
pertonn which will contribute to ita aucceas. on the 
ether hand, uncoordi nated activity might be extremely 
detrimental , 

Generally ape&king, when an action ie contemplated, the 
Department of the Treasury will be informed of the gen­
eral plan. It it appears that there ia aome way in 
which the Department or the Treasury can be helpful , 
the Security Control will call on you tor assistance. 
I t will inform either you or someone whom you designate 
ot pertinent parts of t he pl.an and in what way your 
organization can be of help, Directives can than be 
issued to subordinate agencies of the Department ot 
the Treaaury to carry out the required action without 
the necessity ot subordinates having knowledge or the 
plan aa a whole. 

The Joint Chiefs of starr are confident that they will 
have the tull cooperation of all Governmental agencies , 
and alae that it will be much more efficiently rendered 
it certain officials in the highest levels are acquainted 
with t he purpoae for which requests tor assistance are 
made, 

' 1SECRE1 
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Representatives of the Security Control will call on 
you in the near tuture and d1aouaa th1a subject 1n 
more detail! 

Sincerely yours , 

270 

For the Joint u. ·s. Chiefs of start: · 

WI LUI D. 
Adm1ral , U. s . Navy 

Chief of Staff to the 
Commander 1n Chief of the Army and Navy 

- 2-
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WEIOtlNDUK FOR THE SECRET.lRY. 

October 2, 1942. 

llail R.port 

In mail that waa moderate, both ea to quantity 
and as to temper, Bonde have replaced texea aa the 
subject-of-the-week. Interest in compulsory purchase 
of 9onda continued, with at least a iozen letters, 
several of them from employer~ asking immediate 
adoption of ao11.e plan of enforced anbga. it the 
same time, a few lettera a~oke againat coercive aethods 
employed by organisations 1n connection with the in­
stallation of payroll deduction progreaa. 

Thanksgi Ting, December 7, and Chrhtaa, in par­
ticular , were naaed aa especially opportune tiaea for 
promotion of Bond and Staap aalea. Several peraona, 
usually those of foreign birth who are familiar with 
European ayateaa, have written of the advantages of 
premium Bonde, and_othera have suggested tax- exeapt 
Bonde, non-interest bearing Bonde, or long-term Bond• 
of fifty year• or more . Conversion of frozen funda 
into War Bonde, and similar uae of idle IUII.I .. inteined 
for munioipal iaproveaenta have been urged, along with 
auoh ideas aa Stamp bonuses, and Steapa in payment of 
debts at race tracks. Abolition of the limitations an 
amounta of Bonds that may be purchued baa bun repeat­
edly adviaed. Report• of abuae of the privilege of 
caabJ.ng Bonde have declined in nllllber, while individual 
complaint• have increased alightl7, totalling 22, with 
only 7 relating to delay• in deliver7 incident to P&T­
roll deduction plana. 

The public ia atill repl7ing to the queation of why 
Bond aalea are lagging, at le..rt 8 coaunicationa having 
bean devoted excluaively to that subject. In addition 
to Government waate, the reaaona that were advanced in­
cludtl The threat of higher taxeiJ hoarding, which hal 
followed ruaora that the Government will freeze bank 
acoounta; poaaibility of compulsory Bond purchaaea; and 
inflation, without general aalary inoreaaea. 1 number 
of peraona have aaked that the Treaaury publiah aaaur­
anoea that ita Bond• will not be repudiated at the end 
ot the War. 
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Weaorandua for the Secretarr. October 2, 19t2. 

Few diaaenting Toicea were heard aaong thoae dia­
cuaaing tax aattera. For eTe1'7 6 adTooatea of the Salea 
Tax, there were but 2 opponenta, and for a SaTings Salea 
Tax, there were 6 who approTed and 1 who disapproved. 
The Ruml Plan waa endorsed by 6 correspondents, and the 
withholding tax, as auch, waa endoraed by 4 others --
nei ther of these proposals receiving &n1 definite oppoai­
tion. Of the several plana now under conaideration, only 
the spending tax f ailed to draw &AT favorable co ... nt. 
However, oppoaition to it was by no aeana ao frequent 
or eaphatic aa in preTioua weeka. Bven the aubject of 
general1T higher peraonal taxea f ailed to call forth 
objection• froa .ore than 7 or 8 peraona . In requesting 
exeaptions tor income t axes , oorreepondents have concentrated 
this week on Bond invest•enta and aliaoDJ paraenta, 
ocoaeionally appealing for allowances on expenditure• 
for illneas, education and debt retireaent. 

The few letters which dealt with the Social Security 
tax concurred with the Senate Finanoe Committee in ita 
opinion that thia tax should be held to the present 
1 percent , rather than increased. 

laong the aaD7 article• on taxation clipped and for­
warded to the TreaaU1'7, the colu.n publiahed on Septeaber 18, 
by Weatbrook Pegler, in which he diacuaaed the tax policy 
of the TreaiUI'T Depart .. nt, ranked ahead of all othera 
in the nuaber of tt.ea that it waa aub.!tted. 

Neceuity to.r GovernMntal econoJ11, and dangera of 
inflation were atreaaed in aoae 60 letters, and there 
was the usual undercurrent of strong anti-labor sentiaent. 
The aoat vehement protests received during the week were 
those against 1ilver re1triction1, contained in 16 co~ 
municationa forwarded by Members of Congreaa for reply by 
the Treuury. 

The number of letter• referred to the Treaaury by 
the White Houae during September reached an all- tiae high 
of 1 877 Thia figure exceeds that for aDJ aonth subse­
quent to . January 1937, the date of the tirat available 
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Kemorandua for the Secretary. October 2, 1942. 

records , and le far ahead of totals for September 1940, 
and for September 1941 , which a.ounted to 259 and 619, 
respectively. Several oupaigna accounted for the greatly 
inoreaaed Toluae of .ail forwarded by the White House. 
From Il llnoie and. Marrland caae 698 poetal card• oppoalng 
a Sales Tax and adTooating a gro11 lnooae tax, and f rom 
members of the Towneend Club caae 119 letters alao eupport­
lng a gro aa income tax. 
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General co ... nta 

Ruaaell S. Gravea1 Financial S.oretar,r, Lake Count7 
Industrial Union ~ounoil, Griffith, Indiana. It hal 
been called to ., attention, ana the attention of thia 
Council, that there are at the preaent time aeveral 
oaaea containing aotora, aotor parta, etc., now la7ing 
in an open 7ard where th•7 were put aoae tiu in Jla7 of 
thi1 7ear. Theae caaea are atenoiled and deat1ned for 
China. We oannot aee 1lb;f the delq in n-ahipping these 
to the war front•, therefore 1u1picion i• arouaed. I 
•hould like to reque1t that t here b- an inTeltigation 
ade, and deteraine whether or not thia ia 10118 of the 
several oarloada of material whioh have been loat in 
route aa reported 1oae tiae ago in the newapapera. If 
this material i a to be shipped, then it should haTe gone 
out 1 ong ago. It il OllllT I"Uining, setting out 1n the 
weather where it i a now. * * * 

WPi worker of New York Cit7. Our Government ia in great 
need of aon17. I reall7 do feel bed about the whole 
aituation, the Bond drive, eto. Our Governaent could 
laTe at leaat a billion dollar• b7 disposing of the WPi 
offices at 70 Coluabua Avenue, lew York Cit7. We are 
at war - get rid of the fat Political Pa,roll Depart­
ment - 9 boa••• to 1• worker• • . ill high-aalaried un­
get rid of thea and •ave aon•7 for our oountrr. 

David Little, Daloo lfanufacturing Co., N.Y.C. Soae 7eara 
ago, ., partau na in Japan, md on his return, brought 
u a 5 1•• aote tor a 1o11Teair. It haa juat ooae to 
light, ana I ••nd it to 70U for whatever purpOII 70U 
ohooae. to .. , it i1 anatheaa. 

Mrs. Clara K. Inight, Jaokaonville, Fla. Soaetiae ago 
I read an article whir• the Govern.ent aaid the7 wanted 
the people to paJ up their mortgagee on propert7, in 
place of bUTillg new thing• with their aone7 at thia tiae, 
when ao anch ia needed for defense purpoaea. I have a 
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mortgage of $6,500 on a piece of propert;r parable 
$85 per aonth. This aortgage wu orlginah;r $12,600, 
and I want to PIT the bal.i.noe ott in full. The Inaur­
ance Coap&nT holding the·aortgage refuaaa to accept 
paraent in full on acoount of their loeing the interest, 
and the;r consider the riak good. * • * Is there an;y wa;y 
at all to get the Insurance Coapan;y to acoept a ~ent 
in full at thia tiae, sinoe the Government would l~e 
to have the people uae their aone;y in thia wa7? • • • 

Inn Phillips, Stude.nt of Kinle7 Sllith Jr. High Sohool, 
JackaonYille, Fla. We are proud to be Jaericana . We .•. 
realize that our freedom ia at atake, and that we should 
pla;r an b1portant part in preunillg the id"h of 
iaerica. You are doiag a big work In helping lead our 
countr,. Miea DaYia, our Hiator;r Teacher, aeked that I 
llllke a report on ;you, ;your work and the background that 
you haYe that enables rou to be ao Yaluable to the coun­
tr;y, when ;you are needed aost. I consider it an honor 
to make a report on ;you. I shall watoh the papers dail;y 
to see what ;you are doing. Ia there anything special 
that ;you would like for me to diaouss wlth ~class? 
I ahall make a report ever;y Frida;y. 

Ruth Nitta, President~ John C. Luic{ Principal, Central 
Intermediate School, ttonolulu, Hawa i. Member• of the 
Liu Iokua o' Hawaii, a atudent organhation of thia 
echool in Honolulu, are aend~ ;rou thia oheck for $500. 
Pleue uu the aone1 to bDT a bollber for General 11acArthur. 
Liu Iokua o' Hawaii h a Hawaiian n ... which aeana, 
8 The Helping Band ot Hawaii•. Thia organization uaed to 
be •Young --.rica Wanta To ielp•, but aince Deceaber 7, 
we heve felt that Hawaii need• help too, ao we have 
changed the - ancl. purioae to aiel. Hawaii. * * * Thia 
aaount waa raiaecl. b;y col ecting and selling aalvage 
material• auch aa tinfoil, raga, newspapers and mar.zinea, 
donation• b;y clubs, claasea, froa operetta and aov • 
proceeds, and froa cl.ancea. EYer;y etudent in Central haa 
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had a rtriot1o 1hare ia ruling thh aone1. ETer1 
atuden in Central, in the effort to rai1e thi1 a.:>unt, 
haa put hi• heart and •oul ia the 1peaq victor7 that 
will ooae to the Allie• i n thi1 war . 

Keaber• of the Roofer• Union, Medford, Oregon. Enoloaed 
herewith ia check for $636.10, a donation from the Meabera 
of the Roofer~ Local lfo. 140, Medford, Oregon. We put 
the roof• on Caap llhite at K.dford, and te.ke thia wa1 
of showing our appreciatio.n for the privilege of liTiug 
and workiDg in a free countr1. 

Williaa R. Furlong, Co-.andant, NaTT Yard, Pearl Harbor, 
T.H. Mr. Carl Freiner, leadiug an at thi1 lfaTT Yud, 
haa aaked ae to forward hie check for $50 to the Treaaur, 
Departaent to be uaed toward the war effort . I explaiaei 
the adviaabilit,r of hia bUfing Bonda. He replied that he 
can bUf Bond•, but that he deairea to gide aoaething to 
the Governaent which will not be returne to hia. 

W. T. Clark, Loa 1ngelea, Calif. In reference to your 
propoaed Social Seourit1 l eTT being boosted to a total 
of 5~ next 1ear, I wonder why in heck TOU cannot get it 
through 10ur head that auch a boo1t would hit the low­
paid white-collar worker hard ia the atoaach; because he 
would han juat that a.:>unt taken froa hla $75 to $90 
aonthly pay with which to 1upport hiuelt and taaily -­
who are now finding it hard to get enough to eat and 
clothu to wear. Cannot TOU underatand t.hat 1our wild 
plan• to curb inflation hit ailliona of ua low-paid aen 
with faail111 froa whoa there 1a ao danger of our c&Uaiug 
inflation, aince we barely earn enough to bUf bread and 
butter, and a acant auppli of clothing? .lnd it ·~:r 
pen• we muat contribute to the Social Securit7. 
God we have a aan like Senator Vandenberg to proteat ua 
from 1our l ack of consideration of the poorl1 paid aillion1. 

1 Linen Suppl1 Man (Poataarked, Hew York Cit7.) I aa 
al wa11 iatereated in the atati1tica that coae froa 1our 
off ice which ahow how auch aoney we need t o win thia 

... . • 
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dUDable nr. I aa a liaea. aupp}J' IIIJl. Tod.IJ ov.r 
induatr7 i a beiDg hard preaaed, and I feel that if we 
ahould, for ~ reaaoa, be forced to cloae up, a great 
aouroe of reTeaue, r•mniag iato .. -r huad.reda of 
thouaaad.a of d.ollara, .. 1 be lost to the Treaaury De­
part .. nt. • • • Due to the exigenciea of the war, there 
are many restrictions being placed. on our buaineaa . We 
are being harried. by the w;P.B., by the O.P.i., aad by 
.anf other GoTernaent bureaus. But ia addition thereto, 
lfr. Thurman Arnold ia aow conducting &n innatigation of 
our ind.uatry which, d.ue to -r long aaaooiation with this 
buaineaa, I . think ia entire}J' aad. totally unjuatified. 
I aay thia beoauae it ia -r opinion that the inTeatiga­
tiona now beiag conducted by the O.partunt of Juatice 
are entirely too proaiacuoua, and. ia all fairneaa to 
the herio&n buaiaeaa IIIJl u a whole I think the tt. 
hu ooae to ake &n innahgation of lfr. Arnold's office, 
because I belieTe that hia abaolute fanaticism in cru­
cifying buainess un today is going to cause the loaa 
of hunareda of thouaanda of dollar• to your office. * * 
Of oourae, our industry ia not the only ona that ia 
suffering undJr thia d.ictatorahip. HoweTer , I aa of 
the opinion tha.t the sooner aome of the other Cabinet 
officers grab thie fellow Arnold. and bring hia to a 
atop, the better it will be for enrybody concerned, 
and eapeoia.ll7 the Treaaury Depa.rtaent. 

B. Allen, Caabridge, Ka.ea. We a.nti-Na.&ia of ~eric& are 
Tery grateful and ::r:eciate your grand efforta in aid­
ing Ruaaia to exte ate thoae beaatly Nacia, Ieep it 
up, and we'll win. 

Gua Kleinaohaid.t, (Food Store), OrtonTille, Minneaota. 
* * • For yeara a certain fine substantial, God fear­
ing, well thought of family, C. A. Millet&, liT~ ap­
prox1aatel7 12 aile• west of OrtonTille, haTe ~ra4ed • 
with ua. Here ia a f&ail7 worthy of the naae farmer , 
high17 auooeaaful aa small grain grower• and breeder• · 
of fine beef cattle and hoga. * • * The family is coa­
poaed of aged. parents, both inTalided, two daughter• in 
mdd.le life, and. two aona - - John the elder aad Albert 
about forty yeara, the younger, both being unaarried. 
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John and Albert are in fair pbJaioal ahape 1 John beiag 
hard of heariag, while llbert, altho~~gh ahght in 
atature, 1a in good ahape to all appearanou, Then 
people fa~ a oonsiderable a.DQnt of acreage - well 
over 300 aorea, John takea oare of the liveatook, 
while Albert ia the land .. n, with the girla aaaiating 
whenever that ia neoeeaar7. • • • llbert, the 7ounger 
brother and the land .an, ia to be inducted into aervioe 
coaing llonda7, Ootober 5. W.abera of the fudl7 han 
tried to aeoure hie defer.ent until the forepart of 
Deoeaber, enabling thea to properl7 attend to the vari­
ous thb.ga that han to be done in the fall on the tara. 
However, thia all see .. to have fallen on deaf eara aa 
tar aa the authoritiea are concerned. I can tell 7ou 
thh, band on intl..ate knowledge of thia fwl.f, that 
Albert would be b7 far a greater contribution to the 
war effort where he ia, than Albert ea a soldier in the 
U. S. Forces. * • • Thia faail7 will be co~elled to 
drop at l eaat 160 acrea, and no doubt the7 will also 
be ooapelled to curtail their livestock activities. 
I don't believe this i a a good ideat nor what our 
Government wants. • • * In cloaing ! want to sa7 again 
that we fao e an awful problem in this. farm-labor short­
age . We have our store cluttered up by aale bills 
announclng .quitting farming, and all stuff for sale­
more than I have ever seen before. • • • I feel that 
the thing I saw in Canaqa this summer is really what 
we ought to have in our own oountr7. Up there, fOU know, 
no eaployee a&1 quit his job without 7 days' not~ce, and 
no eaplo7er ~ fire hia help without 7 daya' notice, 
and on t op of that, no one i a hired without a Governaent 
perait. It our t ara-labor wu allowed to r eain where 
needed, and proven so with all conditions right, and 
the7 quit , fine . Put thea into the !raT md not into a 
war plant, and with a little Canadian e~lo)'Unt red tape, 
it could be worked and would be far greater in ita war 
contribution than a lot of this other atuff that is 
floating around. * * • 

Regraded Unclassified



- 6 -
279 

FaTorable co ... nta on Bonde 

J, D. DaTia, Caabier, LoTe County National Bank, 
Marietta, Oklahoaa. Your general letter of Sept. 11, 
addreaaed to all Var Bond workers, baa been reoeiTed, 
and I u aurpriaed to know that 1.111 il!prenion il being 
spread abroad that the Tolunteera' War Bond prograa 
is a failure , It appea.ra to me that it ia IIUOb .are 
auooeaaful than was during the other War. I had con­
si derable to do with the eale of Bonde in World War I 
and I aaw our cuatoaera, and othera, buy a great aany 
Bonde, and many of thea bought thea under pressure and 
then sold them or traded thea or forfeited thea for 
bal ance due as fast as they could. • • • I belieTe it 
ns all due to the fact of the pressure that waa put 
on the people to bUf. They !light have purchased just 
as many voluntarily, if they bad believed it to be their 
patriotic duty, • • • I have been telling thea here that 
it ia not only a patriotic dutr to buy when ther can, 
but it ia a great safeguard against the day that ia to 
come when we haTe the War won, and when about the onl7 
people that haTe any aone7 at that tiae will be those 
that have it invested in Bonds. I belieTe that the 
present Bond selling progr&m is much sounder and better 
than it wae in the first War. • ** 

George J, Bartel, County Superintendent of Schoola, 
Kewaunee Count7, Kewaunee, Wie. (Anawer to circular 
letter.) I deeply f eel for you in the effort• you are 
.-king to hold up under the moat extreme ~onditions 
that anr Secretary of the Treaaurr in our-Government 
baa eTer had. In 7our letter of Sept. 11 there ie no 
doubt in rq mind about 70ur atatea.ent. Keep up the 
.. gnifioent work that 70u have ao braTel7 carried on 
thus far . 

1, Y. Blum, Blum & Jacobson, i ttorneya at Law, Chicago, 
Ill. • • • I emptied the bab7'• bank account today and 
bought War Bonds, but I muet confeaa to you that I did 
it with considerable doubt that we were acting wieely. 
I feel very positive that the War cannot be financ ed 

••• 
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b7 Yolllllt&rT purohuing of Bonde. 'lhia aeau that aooner 
or later enr1 one will be forced to do their dut7. 
I fear ~hat if I continua to bUJ Bonde and do not laaTa 
a reaerTe, I .a1 find •Je•lf in eerioue difficult7 later 
on. I therefore urge JOU to raoo .. end the paaaage of 
a law to co~l aTerJbodJ to purchaae Bonde, baaed upon 
last 71ar'• lncoae tax return. I c&DDot auggeat how 
much it would be, beoauae I for one, think that I ahould 
and would be willing to uee~erz cent be7ond ![ ieceaaarz 
flving expinsea lor tn&t-purpoae.--rBe aooner auch a Iaw 

p eed, the aOOiieF"'ili"e lear of the future will be 
reaoTed. You will alao laTI the nation the treaendoua 
coat of driTea that are now taking place. 

Robert Joseph Brown, 1rkanaaa Gacette, Little Rock, irk. 
I celebrated ~ 80th birthda7 the 19th of Jul7 b7 inTeat­
ing in a War Snings Bond of $25 denoaination. • • • 
I shall bUJ a Bond each 110nth 1111til the first one .aturea 
assuring me of $25 in caah saoh month for the aucceed!n2 
ten zears, Each month aa I draw ~ $25, I shall put with 
the money enough more cash to bUJ a new $50 Bond, and 
shall continue to ao invest for the next ten zeara, when 
the first of thia second aeriea will mature, and I shall 
haTe a regular aonthlz inooae of $50 for the next ten 
yeara, which will put .. right on top of the world. lD 
f actL I will be aeated r ight along aide of the well-known 
llr. Kllq, helping hia lin that alluring life of hia, 
of which we haTe ell heard auch intriguing aention. If I 
•ke up '111 aind to hang on for another ten Je&ra of in­
nstaent, thua inauring ae o! a culainttin2 ~nthlz ~co .. 
of $100, 'wh7 then I can tell llr. Rile7 to "-on onr , 
and I'll take hia nat for ~aelf. An7how, I want JCU 
to know l 'a in thia thing •tor the duration•, and then 
ao .. ~ Thank JOU for the opportllllitJ. 

c. H. Veale, Mazor, Tul11, Oklahoa. The Citz of Tu111 
ia at present, and until e!ter the war, confronted with 
a problea of great iaportance. • * * The taxpaJera 
of our Cit7 Toted a large bond iaaue for the iaprovement 
of waterworks, aewerage, atreeta, conatruction of fire 
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department aDd other eaaentiala. • • • Our national 
war problea haa aade it iapoaaible for our Cit7 to pro­
ceed with these iaproTementa aa a whole, it being ia­
oosaible to aecure aaterial and equipaent, and, aa a 
reault, a portion of our bond iiiUI il f r o&en through 
the duration. • • • Since thh aone7 ia 17inc idle in 
our banks, and could be aade uae of to our Federal 
GoTernment during the wer, would it not be poaaible 
for the Gonrnaent to Ule thia aone7, iaauing to the 
City of Tula&, and other .unioipalitiea of like oir-
oumatanoea, a bond or bond• upon which a rate of 
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intereat, that would justif7 the cit,, would be paid 
by the Federal Gonrn:aent for the uae of thh aoney, .• -,. 
prodding that after the duration, thia aone7 would 
be releaaed to the municipalitiea, that they might 
continue their iaproTeaent program. • • • The facta 
I h&Te just aet forth will help originate progr&aa in 
municipalitiea throughout the United St&tea at the con­
cluaion of the 'far, ancl.lt auch a tiae u aaterial and 
equipment ma7 be aecured, and would al1o be a great aiel 
to our GoTernaent in our all-out War effort, with the 
releaae of millions of dollar s that will be fro&en 
under auoh circuaatancea. • • • 

R. E. Lillard, Manager, Fort Smith Cotton Oil Co~, 
Fort Smith, .lrk. Froa our n perhnce through our om 
plantl I aa aure the Toluntar7 'far Bond prograa i a not 
a fai!ure. It waa a aurpri ae to notice the way our 
•aarkiea• were buring 'far Bond• when the7 will not aaTe 
a diae for other purpoae•. The thing that make• ua 
aick, howeTer, i a the weateful apencl.ing of thia War 
Bond aone7 in GoTernaent project• which look unneceaaarr 
to ua. Ye reali111 we han to han aore equipment aliA 
aore of enrrthing to win the wer , but when we hear a 
man bragging about aaking $8,000, 000 on building Cup 
Gruber, and ue four countrr bo71 l uTing our fara in 
middle Qklahoa to go to Colorado to work on a aki caap 
as carpenter• when they cannot eTen build a pigeon box, 
and draw $16 a da7 and $22 on Sa turda7 and Sunda7, it 
make• ua wonder about bUTin« War Bonda ouraelTea, and 
it rather ahakea the patrio{iaa of our people. We 
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realise the GoTtrnaent ia aot at faQlt itaelt bat 
there ia ao•thillg uriouab VOJIC &lid we thbk t.ke 
GoTera..nt ia hUfginR too oloae for political reaaoaa 
to the b071 r1111n111g the Labor Uaiona - not the Uaioaa 
theuelna. 

282 

H. C. Cool17, lorthera School SupplJ Co., Great Falla, 
¥ontana. h one who baa aupportei the War Boaci prograa, 
ani reprtaenting a ooapan7 Which haa aupportti that 
prograa, we take thia opportuait7 to expreaa o~ appre• 
elation of 70~ letter of the llth, clarif71ng 70ar 
reco ... ndation. ~t the , .... tiat, we take the opportua­
it1 to offer aoae triendlJ oritioiaa and auggeatioaa 
1froa the wide open apacea1

; which aa7 not be helpfQI, 
but which are sincere. Firet, there 11 entirel7 too 
much oontradiotorJ information coaiag froa Waehlngton 
and haapering both war finance and ciTilian aorale. 
Thil ia due to thou ruponaible for ao• certain thing 
'aoundiag off ' without firet ucertaining the effect 
on ao• other part of the prograa. Second, oar laerioan 
citizenahip ia reaaonabl7 intelligent and full7 aware 
of the aerloua probliU we face . • • • lo aingle group 
or claaa ahould place aeltiah intereata ahead of patriot­
iaa; and there are MU7 of ua Who belien that •o• 
groupe and ao• clauu han not 7et recopiud the 
aboTe, and perhapa do not care to recognise it. Third, 
it ia eTident that the auooeaaful proaeoatioa of the war 
will tab an aaount of a one7 far b170aci indhidul ooa­
prehenaion. That being true, it ia difficult to uader­
atand 'llb7 •7 oat ahould not get right behind a ooapr•­
henain aal11 tu profraa. • • • Fovth, if a thlag h 
right toaa,, thea it a llOt neoell&l'J to wait until attn 
the lonllber election to enact it into law; a.a thou 
who would defer oor.rect action in tae intereat of the War 
effort until after the loTtaber eleotiona, al7 well be 
open to ao .. quution u to juat When the war began. 

lla.r1'7 P. Harwich, Pruident, TJoibllllt Pablhhing Co., 
lf7de Park, Kau. I aa writing thia letter to expreu 
., appreciation to the Trea1U1'7 Departaant for the platea 
and uta which were f~ahhed ua on the tirat uriea of 
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the War SaTiDga Staff Ca.paiga of aponaora4 a4Tartiaa­
aenta. We 1foul 4 appraoiah Taf7 IIUOh raoahillg ai4i­
tional aaterial aloDg theae aaae l inea. It i a our 
opinion that another aeriea of at.ilar a4Tertiae .. nta 
could be uae4 to great adT&ntaf'• We feel that the1e 
adTertise .. ntl in our oo~t 11 will lead to increaaed 
salee of War Bonda and War Stlll!pa. • • • 
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UnfaTorable Co .. enta on Bondi 

F. R, Peake, President, Co..unit7 Federal SaTing• and 
Loan beooiation, Berkele7, Calif, 'le bought $20,000 
worth of •Tap• Bonda last aonth. We had eo .. of the 
•G• Series before. Laet week there appeared the at­
tached diapla7 adTertiaement in our local paper, 
I happened to ... t an ex-re£Ular Ar-r officer who a1ked 
it I had leen it. I told him I had and he wanted to 
know it we were bUJ'l.Dg War Bonde. He then aaid that 
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we and our ouatomera bad a right to uk that our aone7 
be more wiaelT spent than in pa7ing $46 a week aa a •• .. 
starting aala17 to noTices of high school age, wi. th the 
implied proalae that there would be rapid adTanceaent 
eTen oTer that figure , I think he aade a good point 
and the Treaaurr Department would get better response 
! rom the people on ita 'far Bond p rograa if other Depart­
menta o! the GoTernment would show aTerage common aenae, 
You will note that the adTertiseaent is one of the 
United States Eaployment SerTice, I realize that the 
Chief ExeoutiTe Unfortunatel7 does not know the value 
of money, but certainlr there auat be aoae under him 
who han aoae conception of what it .. ana, A Goverllll.ent 
that throwa aone7 away like our• la, la not keeping 
faith with the people, 

D. C, 'lhihhouae, KeadTille, h. It neu to ae that 
the position taken by the Bouse on the aaendaent to the 
Fara Price Bill la inflationai'J', and ther efore in direct 
opposition to the intereat• of &n7 one inTelting in War 
Bonda, The final pasaage of &n1 such .. endaent would 
certainl7 tend to discourage and ultiaately atop any 
purohuu aa I aight aake, 

TboDila J, Cooke, Brooklyn, N.Y. * **A large rroent­
age of my aaTinga funds is in U, S, SaYings an War Bonda 
the Talue of which ia threatened by inflation, .. a. 
1eriou1 b.r political-minded Congre11aen, faToring the 
enrichment of special group• of citizens, notably the 
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proti teering fua group and a oM labor groupa. In Tiew 
of this fact, can TOU aupplT &n1 good reaaon wbT I should 
continue to reapond to the neTer-ending radio appeala 
to bUT aore and aore Bonde when I aa oonacioua of the 
fact that -t aninga are being poured into the pockete 
of the a!creaaid profiteera, while the Bonde I now hold 
grow lesa and leaa in purchaae Talue? 

Charlea H. Reichling, S. & F. Tool CoapanT, Detroit, Mich. 
The un in our plant ccaplaln that it takes two weeki 
to a month to haTe the Bonda iaaued after the7 are paid 
for. It ia alao reported that the Federal RaaerTe Bank 
in Detroit ia still writing out Bonde for Jul7. Soae 
W&T ahould be deTiaed to iaaue the Bonda .ore proaptl7. 

John B. Roff, Innat.enta, Readi.ng, Pa. We, the aull 
innstment un of the countey, would like to do our part 
towarda the War effort through the aale of U. S, Defenae 
Bonda. We haTe been trained to .arket securitiea and 
why ahould we not take the lead at t hla tt.e in the sale 
of these Bonda? The hitch aeema to be that we haTe 
just been forgotten. Ia not labor and capital of in­
duatrT coapenaated for their effort• in the name of 
patriotiaa? Then wh7 ia it we ahould not be the prin­
cipal ageute to handle the aituatlon and be paid for our 
efforta? We are expected to encourage the aale of War 
Bonde apeud our aoue1 and tiae in ailea effort and 
adTer~ialng, perhapa rightl7 ao, ret we are not ooa­
penaated for eTen the q,ndling chargea. * * * I feel 
that the illnataeut -.rtodq haa a place in thil War 
econo-t -- firat, to 1111 War Bonda, and uccndq, to 
handle &n1 other financing, bUTinsc or aelliDg of 11-
curitiea which --r or a&T not be airectlT of benefit to 
the War effort, but which will take care of aoae of the 
exceaa aone1 due to tbe war effort. It I aa wrong, I 
should like to be corrected. 

Mildred J. Crider, Rantoul, Ill. * • • I aa an eaplo7ee 
of the Chanute Field training field, being under CiTil 
SerTice. During the aonth of Ma7, 1942, we were aaked 
to take out 10% of our wagea in War Bonda, to atart 

~· • 
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with our )fq Slat P&J• •u, I •• one of the •t.D.T 
who aigned up for the BWa, aakilag for onr 10% to 
be taken out of rq pt.T, whioh UOllllhcl to $18.75, or 
a Bond a aonth. We wen told that thh would take 
60 to 90 da71 before we would get a Bond. To date 
not one peraon froa Chanute Field, who ia under th~ 
Air Corp• E~lof11.8nt! OiTil Ser>Tioe, haa reoeiTecl a 
Bondi c d enr7 one 1 ouoelling their Bonda right 
and ef t. I do not want to do thia, aa I f eel that 
I ahould help ~ countl'f, but I do not like to be told 
that I will get the Bondi, and then keep watching for 
thea. Right now I han 4 Bond1 ooaing to ae, and han 
reoeiTed no word about thea at all. I called the 
Eaplofll.ent Office &D.d the7 don It mow a tb.iJIR about 
i t. • • • I aa a1king for the aundreda of ot6er e~ 
plo7eu in the oategor7 I aa in. U we are not going 
to get anJ BoD.d1, and 1till haTe the .one7 taken out, 
I 111. going to cucel aine ud bUT thea at the local 
Poat Offi ce, to be aure I get thea. (Forwarded t o 
Bond DiTiaion, War Departaent, u ruponlible agenc7. ) 

28b 

lrthur L. Johnaon, ExecutiTe & Legi1lat!Te Seoretar7, 
General Welfare Federation of !aerica, Wa1hington, D.C. 
• • • The TreaiUl'f Department offioial1 at Chicago, 
according to a aigned 1tateaent b7 Dr. Francia E. 
Town1end, publi1hed in hi• •town•end Weekl78 of Ma7 23, 
l942r gaTe an authorisation -to hill to engaGe in the 
aelllng of War SaTinga Staapa through the Townsend 
Foundation•. SubuquentlT, 70ur Departaent, through 
Kr. Harold 1. GraTea, wi red Dr. Townaend ooa.ending 
the aale of War BoD.da b7 the •ten thouaand Townaena 
Cluba•, and their aeabel'l . Then ia nothing wrong 
about an7 of thia, except , perhapa, that it aakea the 
GoTernaent tuthorit7 for the atateaent that there are 
10,000 TownaeD.d Cl~a, when there are leaa than 1,~ 
actiTe onea. But here i a how the authorization haa 
been aiauaed: 1 faoaiaile of the telegraa waa run on 
the front page of the Townaend Weekl7, of June 6, 1942, 
and a h~• aoner--.king raoket hal b .. n at arted which 
on the fao e of l t. i a fraudulent. • • • Dr. Townaend 
ia getting lwndreA1 of old people to nll the Bondi and 

... • 
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turn thea in to the lfllhriou "To111111nd Foundation• 
at Chicago, under the fiat repr11entationa that the . 
old people will in thia ft{ h•li the Gonrnaent ana 
themJelTea b7 help~ the Plan • Thie, of courae 
i a a £!f•ioal i£!oaalbilitr, unleaa the Bonda are ~on­
Terte nto oaa , In ihleh oa1e the7 won't help the 
GoTernaent, but will rather hinder it and oauae it the 
extra expense of I1' int~ the Bonda1. and handlinf thea 
in their aale and aurrenaer. * • • ao one 1tepa n to 
atop Dr. To11111111Al in m;r aanner. When he waa caught 
red-handed in an inooae tax fraud, inTolTing the tear­
ing out of pagea froa corioration recorda, and aubati­
tuting new pagea, a 8 lian waa aarel;r filed againat 
propertJ he aight han in Loa .bgel11 Count,, Calif. , 
and no e!!ort Mde to follow up o.n it for Jtara, 10 
that he haan•t Jet paid h11 11157 inoou tax11, u we 
underatand it froa the preaa ana froa the Federal Court 
recorda at Loa .&ngelea. Of cour11, Dr. To'IIDaend •J be 
a •aaint• to ao .. , Who is iaaune f roa proaecution, ex­
cept for hia otfen.le •rinst Congren, for Which he 
receiTed a Preaidentla pardon and lplendld nation-wide 
publioitJ. * * * To the end that this Townsend racket 
.a;r be atopped, once and for all, we are submitting to 
you the oonolueiTe eTidenoe of fraud pbl se aentioned 
aboTe in thia letter. • • • We are una e~o submit to 
;rou IDJ eTidence &I to What the •Town1end Foundation• 
ia, u onl;r 70ur Departaent or aoaa other Federal 
afanoJ hal the aeana of ucertaining what thie IV'•te-
r oue •Foundation• ia. * * * Froa what I know about 
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Dr. Town1end, howeTer, and I know plent;r, I feel per­
fectl;r 1afe 1a aqi.ng that if JOur agenh aot quic~ 
and oatoh h1a aaawarea, before he haa a ohanoe~o ~tor 
up hi1 recorda, aa he did preTioual;r when JOU were after 
hia, JOU will find that the •toWDaend Foundation• i•. 
juet the Townaend fuil;r. • • • Thia il plainlJ· lndl­
cated when he I&JI in an appeal to the To'IIDaend Club 
aeabera dated .luguat 8, 1942 -- •MinT of ue can apare 
a diaa or a dollar per week froa our aal~riea or inco .. 
to inTeat in GoTernaant SaTinga Stamp1. I, for one, aa 
going to inTeat $5 eTer;r week for the duration of the War 
and donate the Bond• to the Town1end Foundation. I •• 
••king all of 70U ·Who can do 10 to aend aa, eaoh week, 
all the aoneJ JOU oan apart for thi • purpo1e. I will 
put it with aine and bUT Stu1p1 with it, and aend the 
Staap1 to the Townaend Foundallon•. • * • If Dr. Townaend 

• • • 
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urged the old pe.;!'lt , aa a utter of aidin2 their 
countr7, to bU7 ar Bonde and Stupe, and ~ t hea for 
their 01111 !!!.!• we would oo11111.ena hila for hh patriOtliL 
~en-he urge• thea to bU7 thea to build a FORTUHI 
for an organization whi oh 1• but hie alter-ego, we SB7 
that it ia time that ever7 arm of the Federal Govern-ant 
reached out and grabbed hia b,r the coat collar and ahook 
him looae of his ill-gotten war profits, that etand to 
lll&ke him a llillionaire when he ouhu theae Bonde, added 
to what he hae already pocketed through eiailar f rauda. 
* * * Has 70ur Departaent ever oheoked ap on hie !nco .. 
tax return• during the lut nine 7eara? It so, han 70u 
found where he •de any return for the hundreda and 
thoueande of dollar• handed to hia on the eid• at hie .•. 
varioua .. etinga? For instance, the $65 th17 told .e 
in Southtl'll Calitol'llia in 11&7 was handed to hi.a 1for the 
dear Doctor pereonallT", at a .. eting that .onth down 
near Long Beaoh? Rae he ever aade any accounting of the 
thoueande upon thoueanda of dollars he baa taken in, 
even in flour aaoka and gunDT sacke, b7 aeans of his 
"dollar a handahake1 racket at the conclusion of hia 
meetings? Or haa he included in hie income tax return• 
the $17,682.43 he admits he cleared in 1941 on hie $1.00 
J1!! ~ "FI.LSH•, sent through the mails full of falae 
ana fr&Udulent information? I believe 70U would find 
plent7 to eend hi• to jail for a number of 7ears, if all 
the true f aota were brought out in this regard. * * * 

Thoae Murphy, Albany, New York. * • * I u in a position 
to know railroad e.plo7eea are not subscribing to the 
purchase of Bonde, oo ... naurate to their earning power. 
I know definitely the official and superviaor7 offices 
in the different departaente of railroad• are ver7 bue7 
in handling the treaendoua voluae of business, and while 
it ia the nr7 patriotic dut7 of eney oitiun t~ do all 
possible for our Governaent, time doea not pera1t for 
the esaential requirement to be foroibl7 iaireaaed upon 
the llinda of our eaplo7eea b,r individual ra lroad officee. 
Notices of Bond salea have been posted on bulletin board• 
and rblioit7 given aaae, but the 1'11pOnle hal not been 
grea enough. Railroad men are wi thout question the 
higheat exeaplificati on of orgenized labor, excellent 
oitisena, but preesure in the right direction is not 
appl ied in thie .. tter. * * * 
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Flo7d Roberta1 Chairan, Bugainil~Jt Co•ittee of 
Bendix Local s74, Ull-CIO, Wirne, ilch, In our deter­
minetion to help further our War effort, we take thia 
means of pointing out to 70u eoae of the conditions 
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that exht in one of our aoat 'fital War induetries 
namel7 the Bendix lviation Corporation, tame Divi~ion 
Warne, Mich. * ** The aajorit7 of the workers in the ' 
Warne Bendix Plant are aatiefied with the wage structure 
ae aet up in our agreement, but are thorough17 dieguated 
with working conditione within the Plant, and the atti­
tude of local aanagement toward our War effort. The 
lackadaisical manner in which th~ a Companr operates hae 
been the direct cause of an enoraoua turnover of labor. ~·. 
The7 ha'fe alao been directl7 reaponaible fer keeping a 
gccdl7 nuaber of •killed Machine Operators walking the 
atreeta after the7 had quit or been discharged b7 re­
fuaing to gi'fe thea a disposition or Clearance Slip ao 
the7 could obtain eaploraent elaewhere. • • • Here are 
outlined briefl7 aoae of the othera. The Bendix Local 
took it upon theaaelvea to earn a Minute Man Flag, The 
officers and atewarda of the Local Union handled the 
dri'fe froa atart to finia~a!ter two or three weeks, 
secured the neoeaaa1"7 90% pledged to bu, Bonds. It 
took the .anagement nearl7 two month• to get the flag. 
lfter finall7 getting the flag, the Companr refused to 
fl7 it . K&nf eaplo7eea have Bonde paid for, full7 three 
aontha before the7 receive their Bonda. * * * Since Jul7 
6 of thia 71ar, our Co.aittee baa aaked the Bendix 
Manageaent each and ever7 week to cooperate in increas­
ing our War production b.r aetting up a Labor-M&nage.ent 
War Production Co.aittee. Thi a requeat baa been denied. 
Our Co.aittee baa been intiaidated at ever7 aeeting in 
their atteapt to settle grie'fancea . Tbe7 are told it 
our Union will withdraw nine Labor Board Cases, the7 
will ha'fe a chance to win a few grieYances. * * •We 
urfe 7ou to aake an investigation of thia Plant, the 
po ic7 under which it operataa. Wa are confident t~t 
we can help get the aaxi.ua in_produotion with the ~ni­
IIWII turnonr in labor if thia lli.nageaent h forced to 
cooperate. • • • 
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FaTorable Co .. anta on Taxation 

Lew Hahn, National Retail DrJ Gooda ~asociation, I.Y:c. 
(Telegram) Bureau of aaallar stores National Retail · 
Dry Good• ~aaociation in conference today with amall 
retailer• preaent froa .aDJ ~t• of the nation 
adopted reaolution urging inclusion of Rual pay~a•­
you-go incoae tax plan in ReTenue ~ot now under con­
sideration. Regard it as highly iaportant atep for 
war and poat-war planning. 

2SO 

llrt. Gitla Leiain, I.Y.C. I aa following with great 
internt the new inco .. tax plan, which the U. s. 'l'reuury 
would like to ad~t for the United Statu. The , ... 
inoou. tax plan par-u-you-go• waa adoitecl in 19111 in 
little ~uatria, with leu than aenn Ill. lio.n inhabitant.. 
And it got hold of hYDclreda of thousands of new tax­
payer•, whioh neTer before in their life paid &ll7 texea. 
The new taxpayer• did not feel the few centa (Groschen) 
which were deducted weekly froa their payroll baga, and 
the othera who paid taxes before, were glad that ao.-body 
took the troubles off of thea, and the7 could !!r their 
taxea in 62 ••ekl7 daduotiona. What could be • in 
peaceti .. in little ~ustria should be poaaible to make 
in the United States at war with 190 aillion people 
underatandi.:ag that a war 1111.1t be financea. The Treuury 
Depart .. nt hat to take cara that 11J7 hardahip be noided. 
Ir the '1'rau1117 acoepta, I would lib to offer an in co .. 
tax rlan froa rq 111 7eara 1 experience .. payroll clerk 
in V enna, who had to hanile the iaoo• tax ded110tiou 
for 200 to 1,600 wo.rkera wt~kly, md partly aouthly, froa 
the payroll to the •nth.ly and cnual reporta to the 
reTenue offioa. (Detailei auggeationa follow.) • • • 
It 11 only right that the Treuury Depart .. nt deiWld 
the taxaa for a Tery proaparoua year like 11142, before 
it adopta a oo~ulaory aaTinga plan. The taxea are the 
reTenuea of the Treaaury, the co~ulaorr I&Tingt would 
be a debt. • • • 

Earle K. Aah, Jew Orleana, Lt.. I aa writiag in reference 
to the Treuury Tax Suiaga lotu, Seriu i-11146. I find 
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they are a wonderful thing for the worltl.ag .an and 
should b7 all ••an• be advartiaed, ball7hooed ana placed 
at hia diapoaal. * * * To date I have found onl7 three 
aen (out of hundred• that I apoke to) that knew of the 
exiatenoe of Tax lotes. I went to -r looal bank, Mlaber 
of the Federal Reserve S7atea, to the looal Poet Offioe, 
and to the Collector of Internal Revenue before I learned 
that the Notea were aold by the Federal Reserve Bank. 
No one knew who handled thea except the collector. We 
do not han the opportuni t7 to go to the Federal Ruern 
Bank to purohue Tax lotn while they are open, nor 11 
it convenient for u• to go to the Peat Office to aend the 
1110ne7 in aafely. • • * Here h "''f auggeatio -- han a 
repruentatin of the 'htiiUJ7 Departaent or of the 
Federal Reaerve Bank call on the ahip7arda, factoriea, 
and eapeoially the contractor• on large oonatruction joba. 
Conatruetion •n are like gaablera, plenty toda7 md 
broke next aonth. Get it while the7 have it. • • • If 
thia ia iapoaaible, have the application• placed at all 
aajor plaoea of eaploy.ent where they will be readily 
aooeaaible to all eaployeea. • • * The aen are .eking 
the .oney BOW and NOI ia the tlae to collect the portion 
of it that will go f or incoae tax. 1a I aee it, you can 
oolleot a good portion of t he 19i3 inooae tax between 
naif and Janua1'7 1, 1943. * • * For the aake of the working 
.an, pleaae puah and advertiae the aale of theae lotea 
for two reaaona -- to collect revenue NOW, and to protect 
the aen froa thauelvu. You would be surprised to mow 
how a&ll1 - think if the7 are drafted into the ira7 the7 
won't han to pa7 the incoae tax the7 owe. * * * -
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UnfaYorable Co ... nte on Taxation 

Neal S. Wood, St . Louie, Mo. I haYe been followin 
the effort• to produce a tax bill for the 11ar 1941. 
I belien the current Jear 11 a shining uaaplt of a 
condition which ahould not be perwdtted to exiat. 
'nla t ia, a 7ear allowed to go al.IIOat co~~plehlJ b7 
before either the indiYidual or the buaineaa .an knowa 
what hia taxu will be. • • • In followl.Dg the p rograa 
of the tax bill it appeara that the oppoaltion of the 
TreaaurJ Dtpart.ent to the Rual Plan hu bun the chief 
cause of ita failure of adoption. I haYe seen a&D1 
excellent ideas tosaed aaide beoauae the originator of 
the idea was not the indiYidual or the Departaent which 
would adainlater it. I hope the Treasur7 Dtpartaent of 
the United Statea of iaerica is ~ig• enough to conaider 
the plan an its .. rita alone. 

Bdaond F. ConnellJ, LegialatiYe Departaent, i aaociatei 
Industriea of Masaachuaetta, Beaton, Maaa. Mewa reporta 
credit to JOU the atateaent that the f reesing of the 
Old-1ge Benefit tax at 1 percent for the 7ear 1943 would 
•jeoiardiae the proyu of financing of Old-Jge and 
SurY Yore Inaurance , and coaplicate the firat atep in 
the tight against iaflation. • • • Unleaa I aa graYelJ 
aiata.ken, there ueu to be little doubt but that the 
continuance of the 1 percent Old-ige Benefit tax would 
brl.Dg in adequate reYenue to fulfill the purpose and 
p&J the beaetita under our Old-lge Benefit IJiha. 
I aa full7 aware of the utreMlJ difficult probleu 
with which the Treaauey Department 11111t cope in its 
reaponaibillt7 of financing the war prograa, and of 
aeintain.ing a aound econoii,T b7 the prnention of infla­
tion. I belieYe howeYer, that a thorough anal7aia of 
the oYerall probiea war r ant& the conclution that frees­
ing of the Old-1ge Benefit tax at 1 percent would han 
little detriaental effect upon the aeaaure of auooeaa 
in aeeting the financial and inflation probleu which 
we han. • • • The great threat of thia additiollll 
1 per cent t ax would fall upon tho•• co~~p&niea which are 
leaat able to paJ the tax. Th•J are the coapaniea which 
are a.a.ll and han b11n ~mable t o participate in the 
production of war goode. The7 are alao the ooapaniea 
which a&nJ agenciea of the Qoyernaent are tr7ing to help 

b7 Yarioua •an•. • • • 
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i Voter. (Poat.&rked, New York City,) If newspaper 
reports are correct , _, tax bill will be al.o1t ,7,000 
this year, aa again1t about $2,000 la1t - principall7 
because I had to 1ell ., la1t oaah as1eta to pay rq 
1941 tax, ana thi l lale put .. into higher 1942 bracket •• 
Your l aw• ignore the faot that half a, net inco .. goe1 to 
alL.on,. You i gnore the f act that an ·earned incoae 1uch 
as mine requirea high ex~ense1 to earn it , even though 
the7 are not "deductible , unleaa I were able to hire 
a C.P.A. to folloKIIot around with an addi~ .. chine and 
a ledger, • • • You ignore the fact that I han to •up­
port two college children over 18, part of a aother-iD­
law, etc , You ignore -r in1urance oo..J.t~~otnh which 
are re1Dve1ted iD Govern~~otnt Bonda. 0.1. -- low jUit 
where do rou think I aa going to get the aone7? Sure -­
I can and will take rq children out of college, Sure, 
I can and will cucel -r life inturance. You can't get 
me to aell rq capital asaeta because I've 1old thea all 
alreadr. But in 1943 rou are going to ask ae to accrue 
the balance of this $7,000 before i&rch 16th, while 
aimultueouslr accruing a pro rata of at least a $7,000 
bill f or 1943, and no one knows how auch aore. * * • 
You make it impossible for me -- a World War I veteran -­
t o consider volunteering for war service because of the 
fantastic debt which woUld hang over ... * * • Sure, I'll 
try to par it. But nine .,ntha of 1942 ban gone b7 and 
you haven' t even told me ret what it ia; TOU are rreparing 
to enact retroactive legislation covering a tiae n wbioh 
I innocently .ade honorable comaitaenta I now cannot default • 
••• 
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10urooll wit.h .....,.o\ M 'fftuu7 1'1 ; ,.hl]i'l)" 

1n t~e vuuat iao of NOiprooel r. dl 1•• dol. 

jpparont17 tbe lillloot.YW llrMn ..a 1\ an o;tS..te 

tor Stet tiniu t.o -.lt. 111.t.ll JOil, t.~~o~rp ,.... 

1& not -eNU7· 
.Ueo appeoUol 1e a ........,.. ~ a l.e\t.w that 

ll&J' be satiataot.o1'7 1a tba upt. ~ Mr. Palll'• 

~temo rancl\.111. 
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IN'ftll Ol'l'1Ca COIIIMUNICATION 

DATil 

y' You ban ubi whether .aer the taa-Leue 

J.ot, &Del luntln ONera u4 Re,U.tiou llnecl ture-

11114tr, tu S.vetar, el the b•&111PJ bt .., reapoul\Uitr 

to uoutala tM Yll• ai bep a reoori ef tile 'beatfitt 

reot1Yt4 bJ the UJUt.a stat .. troa the Mtiou reodTlllg 

l end-1•••• ala. I fiad aothlag whioh wou14 t.pl•• auoh 

rupoulb111t," upoa rou. IIGirner, lhouli uq art1o111 

aotual17 oo• ~to tile po11t11ioa of the Dtpart:unt ot the 

'fre&IVJ' 11114er the lua4-leue •11'•-nta, it woala, .t 

00111'11, \e U01118Z'f tlaat the o1'41.u.17 iepart.atal reooria 

be ..ae of nih propll't, • 

~ Lai·LMM J.ot -ta.lu ao expreu premloa 

llieotlJIC uq pvtinlu ettlou or egaq of the 'llll1tt4 

Statu to porfoa the &bon cbat111 with uap11t to b•ellta 

reollm 111r tile UJUW Stat... !he aJT prorllioa ill the 

.lot ballac with ,_. pi'Opll't,. 111UIIl ia .., MDiltr atfeota 

the b~&eVf 11 11et1a 6(11), •1oh pena .. , •• it appean 

in the Cella 

u, 66 stat. Sl (u.s.c., 11160 
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•.a.u _, ID4 ..U propert)' whioll 
11 oo.rerttd iato .oD'f reoei•tl UDaer 
eeotion U2 tr• 1111 ,oni'UIIlt lhall 
with tile appronl of tM Direotor ot ' 
tM Badpt, renrt to the r11peot1n 
appropriatioa or .,propriatioae out ot 
whiM f1mU Were e2p111a.a with r11peet 
to the a.teue artiole or 41fa .. Wor­•t1• tor tllioll •• oouiuratiOil b 
reee1Tect. &Ill .UU Ill anilabll for 
npell41tve tor tM pvpo .. for 1ilicll 
noll ezpe~~Atd hM1 WIN appropriated 
bJ 1•, dvlllc tbl tho&J. rear 1a whicll 
IUoh t11Dile &ro PeiOiTK ua! the lllllliD& 
fieoal JO&rj 11at 1a U eTIIlt 1llall UlJ 
tlmae eo n10inG be anil&ble foJ:, 
npeD41tve otter Jae SO, 1~. •y 

299 

Since that eeotioa deale olll.7 w1 th euoh propert7 after it 

baa b .. n oonnrtea iato Mlllf• it 11 not pertilllnt to th• 

preaent iaquir,r. 

It 11 not olear froa the lseoutbe Ordlre uad 

Regulatioea i11ua lllllller the Act whether the dutiea cOil• 

cernillg 1ilioh 7011 illqui.rt are bpo .. d upoa. the Office ot 

1Ail4-Loa .. .a..Jaiailtration or the Boar4 of lcon.lc Warfare. 

It h, howner, eleer that either oae or the other of tAl 

agenoile haa tholl autiu uad thet, therefore, thq are 

not dutiea ~t the ~oret&rJ ot the treo•-r.r· 

?I S.otion S(a)(a) aad eeotioa 6 both dnl with detarailll­
tion of Tollll tNt olll.7 with rupeot to leD.d-leue artiol10 
esportl4 to torelcD COTO~D.te. 

•• -
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1J luntbo ONe Jo. 1'1'61 hto4 X., 2, 1Ml. 

6 rot. Roc· 2101, tho Proa1401lt oata'bllaho4 tho D1rta1oa 

ot Dttaao .l14 l.porb 1114 a.tbo4 ita pewora, t\aotlou, 

IID.d 4ut1••· ., Rol'llatiOil ••• 1 aato4 J\at a>. 1M!, 

6 r.a. ..,. 1286. acl lanK pur .. at to the .lot aad tll.o 

a'bcrr ... Milt10M4 lzontbo OrUr, tu ProaldORt d1rooto4 ••. 

11 t oll••: 

"l• !be lzoeatbo Oftioor ot tho 
D1rta1oa ot Dot••• Aid Roporta, or hh 
aoalpoo ti'OII that D1rtdoa, attor oon-
111l.tat1cm witll raproaatotbo• of tho 
!roaiUI"J' Dopvtuilt anc1 tho Buroau of 
tho BUctto ahall dttol'lliao tho n1u 
ot 4ettut art1o1ta, dtte10 11nh11 
1114 4et•ao Wonat1cm trauforro4 or 
root1Y04 ~ tho UD1to4 Statoa. !bo 
htoutbo Oft1otr 11 U.. ..,..aro4 to 
t'btala D7 1atonat1e 'llllhh u -., io• 
aootiiiPJ to a propor wlutlon boa ~ .. / 
bpart.o&t • -c•-r of tho Oonruaat. :tr 

lunt1YO Oraor Jo. ~ 4ato4 Ootobor 28, 19&1, 

6 r.a. Roc· 6618, roYOb4 luntbo Or4or lo. 8T6l ad 

oata'b11a..a tbt Oft1oo et t.ea-Loaao .laalaiatratlon. !ho 

Oratr 4ot1at4 ~ £aataletrator'• tanot1ona •d dt1ocatod 
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to lUa all et the heeUeat'• poltll'l wer till Lad-Lielt 

.lot. It •4• ao •nUoa, U.eYII', ef R.plet101l lo. 1. 

lxeoutln OMer lo. eu8 ut.a .lpi'U 18, 1962, 

7 , ..... ,. 2808, 41fia.a a4clit101l1J. fUilotiou aaa 41lt111 

of the Bovt of .. .-o wart.... !he Order ~p~e1f1oalq 

proY1W tllat lxlntln ONe!' Jo. 8i26 wu ...a.a ..a 
euper..a.i to tile estet ef cq iaeOillbteaq. It pro­

rlded 1a }IU'ICI'&plll (o) •4 (d) a• follGn: 

•e • .U...Ue the State Depart.ut 
with l'llpeot to the te ... aad oond1t1one 
to 'Ill iaollllled 1n the ••tlr agre-nt 
with eaeh aat101l reoe1Y1ng lond-1•••• tid 
.aor tho .lot of Jlaroh ll, 1~1, entitled 
'.b .lot lwtur to Pr-t• the Defa•• 
of tho Ualtod Statoa aad tor Other Pur­
JOI•••' &a4 .leta .,.naatorJ or aapp1e­
.. t&l thereto. 

•• Proriu ..a VPap for tho 
reoelJt 'J tho Ualtli Statee of reo1pro­
eal aU &a4 \eefltl (other thea ..... , 
-s_u .. , OJ' WllpOIU of WIP II dof1Jle4 
1a tU Prea14at'a heo~tiOil of )(q 1, 1m, u =suli) troa tlw pn.-t ef 
1a7 eo•b7 aeae ufa1t shall lwn 
he leteNiaed \7 tho !'reddat to \o 
ntal te the a.r ... ot till Unl.tea Stat .. 
~naat to tho .lot of llareh ll, 1itl 
(PIIblls Ia ll, 1Wrat7•aonath Cola· 
..... ), ..a aetend.M tlle teras upoa 
Widell nell a14 and \oDit1h ehall be re­
oehod, lnob.U 1£ tla• author11at1on of 
ether con,...t&l llP!7lll to reNin 
.aak a14 ..a )eaof1t•·• 
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P1ull7, tho h11iAoat ea Jrq ao, 1~2, i1111M 

a etat ... at olarltJhl .ut iaterprotlac hOO'atin o.a.r 
••. eue. 'fllat otat-t prorluo ia pvt: 

•1a aogotiatioao roaarala« 1eaa-
1•••• ·aaater acre ... ate, aubeili&rJ 
acr•-ah, &114 ~~Nib for their 
illploMatatloa, iao11ld.1JIC rooi prooll 
ail to tho Uaitoi Stat .. , tho Dtpart­
-t (of StatoJ will obtaia tho abi ee, 
aa4 witll r11poot to tho illportatioa 
of .. torlal• ana co..oAitiee (otlltr 
thea aru ani .Utioaa) 11111 obtain 
tile partloi,.tloa of tilt Boara ucl 
kMp it tul}T iafoJ'Illcl. • ('1 Flcl. it&• 88U). 

WMlo I -•t add" 1•u with All1 aearoo of 

oortaiat7 tU.t Roplatlon lo. 1 of Juao 20, 1~1. b etill . 

ia atfoot, 1t 11 oloar tlaot the c1ut111 eonotl'lliag 'llhioll 

JOU iat~~iro aro oitllor illpotoi 11pOil the L111c1-X..o10 Maia­

hbator ~ tut roplatha or ore blpoeoc1 llpOil tho Boor( 

of lo·-· Warfare ~ hoeutin Oraor lo. el28. 
I ban n•'"c1 the aratt of a Leai-X..a10 acroe­

•nt 111 tll ... of tilt tJaittcl latioa• (1utrali a) 11llioll I 

11114entu4 11 tJPital of auoll acro.-ta. lothiag therein 

illooh ., ocaoluioa aiaoo tho olll.J portia011t prorldea 

of tbt.t acr•-t h that oaoll tloTtl'llMD.t Mall bop appro­

priate rooori• of a14 recti•••· 

ttr 
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TREASURY DEPARTMENT 303 

INTKR Ol'l'ICK COMMUNICATION 

DATIS&pt . 

SeoretarJ Morgenthau 

lU', Wlli t a 

Mr. Stettiniua ' memorandum on valuatl. on of reciprocal ai d . 

There ia attached a letter and memorandum from 
Mr . Stattiniua on the valuation of reciprocal aid and a 
proposed raplJ. Kr. Stettinius would like to have tbe 
reply Monday, September 28. 

The procedure outlined ia: 

1 . Porcea 1n ~he field will not be required to 
place moneJ values on reciprocal aid received; 

2 . If the foreign government placea a monetary 
value on aid rendered, the forces 1n tbe field 
shall report that value to the Lend-Lease 
Administration; · 

~ . If the foreign government does not place a 
monetary value on aid rendered, the forces 
1n the field shall report the pbyaical descrip­
tion to the Lend- Lease Administration. 

The attached reply points out that (2) does not specify 
that physical descriptions as well as the foreign government ' s 
estimate of value shall be reported when the foreign govern­
ment a~atea a value. Tbia would be necessary if the Lend­
Lease Administration were to attempt to make a rough check of 
the valuation and discuss it currently or at some later date. 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



-

., ............. ,, 
I - .. leelJII ..._., - - -.cru 

M •- HlHMd -'"-• t• ta. peri• 

-'1111 ........ 200 1,__. 

••Ub.flall71 

(aplt) B. Mo~n~haa, lr • 

...... ., '· 
.. a~ ....... 

• 

309 

Del. 1ir 1\C'IiO 121,0 

FILE COPY 

..... -~·· -- a.'"'. 1r. ftlM'• otti" 10/~ 

ftlo 1n J11aJ7 

( 
• 

Regraded Unclassified



SECRET 

....... ~..~.,... 
.......... ._.S.. .._ -.s. _. ..a..w IIlii ' I 
... ws ...... , .... ~ ...... ·!:'!r .......... 

.... •• ·- 1 I' ..... ,.---· ............ ~.,.... 
1. •·r•M M 2 ''' ............................. ~~.~---
~~..._ .......... ~.,.... ... 
~ •:.- .. ,'*• .ul'-J .... $ ' ........ -
-· .... , .. - ..... Jl ......... Jl .... , ... 
~~ .,. v.) 

a. ' ••!t " "" e•· 

310 

I $1FU ...... as- M .......... &,. .. ,..w ..... 
... t.. •••• • tu.ooe .. :Ill ,.. wt_. ~.ooo ._... 
... pl'ftl- ·- '"' ~ ..., -.u.-.• _ ..... 
WJ lloCIII• , ....... ,, D.) 

,. " 7ZM • rlrtse N t 5 - ?r!r 

"'JIF .... Ml.ee ... llli.IID I --lea- &l•• Ja 
~· "•&. --~--- .................. . 
Ah>tea. .. ......... 

Regraded Unclassified



SECRET 
311 

• 
.::::"' ...... 7 5¥ cut e 1 lw w 3 a w te.. 3 a 1 7 

..... a ·-· ,_ .. 
............. , 7 1)/ 

(Ja 'Dot 
0 ~ "hn) .... ... •• a a ... ......... ...,:-c....liG• 

7 
7 • zr· 73 W' ..... ..... .... ..... • I 

D .. 4.DI "·-~ ' Jl4 ..... 
• ' ... ~~. .. 
M 17 ..... MoM 

• • , .... 
IIRIIAM.-J/ - - -... '--

._-.. ~~=·r7=7=7

~-=- .. a Ill~ we cal_. •-fts::: ,._ ... - ~ "a .._ "' '* 7 

.. ....a Ms 
7 

~ 
• 0 .£ ..- 5 • 

w 7 

• b n1 a_. s 7 r ........ 

Regraded Unclassified



SECRET 
APRDD 8 312 

•·a•'- ,._ ... •· •· ...... as._. • a a.a .. ~ ........ ,. ............. . 
~ •• ltlal - •• ,. 2 

.... lfltll/ 
,., .... f/1 a.u •• , 

~,. 28, ll'lll - -. ... lfU 

;:.-!:,.. • a ..... 

- -· ···••· . "·"" . ,..,. 
Ulll 

~e."- a.. Jl 
M. 1-Pw~t.liJ/ 
M,lO-Pwlt •• 

_... ....... JIJ/ 
.... 1- .... u 
.... 10- .... . ......... JJ.., 
•• 1 - ,. ll 
•• 11- ••• 
•· n - ., • ,. 
11J l·lllr liJ/ 
.., 11--. :. ~::.B., 
-.11 • .._. 
hilt 11· ..... 
~ 1-~ll 

=~= :;,:., 
.... 1- ... u 
AIIC.11- .... . .... n.-..a., 
..... 1· .. ..u 
s.".u- ...... --· 1. •• new- ... 1a ,_. ...._ ,._ -..t•• fJit lllllBSIIII ...., .... . 

2. :::u-:,-=-:s:: ,;c ~ .:.:-uf!::.!:".J! •v .... .. 

'· a... ...... , 
'· 11-«v .. 1'1 .. . 
~. 11-. .. ·:r:· Ia ................. ,._.. ........... fJit c ... .,...,, s. 1.11 a ••• t• .-11'1 .. ,., ••• ..._ 

.,......, lliP•iiliii• Dhlil• il ... iiri .... .,. .. ii,i • if;tJU 

-

.. -

Regraded Unclassified



APPIIDD I 

PrSMl.-,1 ::s .. ,. ............. .. 
u ••• •·- te a. II I ..,_._. ... .._ ..._ ·• e-1' ...,._ , • .......... 1,... 

.a•., 
Z '"! ZE'"' 

... ... ... ... 

... .. ~ ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... 

... = 

SECRET 
31J 

Yel• 
, •• b 
I( I'" nl ........ 

• t 

'·"' 

Regraded Unclassified



CeppU', al•' ........ . ,_ . ...., ....... • 
AlNran .-ru _. ur•u.S.a • 
.... ,..tr u ~. 

fe•biM t.Mla • 
I I 

'h'" -· _, "'''• 
... 

llHtrleal gg'tp ' ... .,, ..•. -
.. w • .--.~ .............. -
aea.-fteal._. ... ..._ ~. ....... ....., ........ ~. 

... ....,. ... 't•aJ••· •••••• • 

Pea>'- ... liii&UJI .. ,_ •'-Ue --
o-.. '••• ana, ...... -
.......... IIIII , .. ,.. ..... -... , ... ,_. -
Clro' It a 9 &I I ' 1 aJM • 

20-. ._up .... ............ , ... 

• •• 
• 
• ,,..,...,, 
• 

T.sas 
-
• 

~ ... ~ 
8.1J6T,.T 

• 

-
• 

• 

--
• 

SECRET 
314 ..... 

-.a. 
(D I h 
I( lnJbn) . ... ,...., 

I,IJl 

1-"f '· 1,m 
l,JJT 

l,Jill 
1 ... 

l,lff 
1,116 

1 • ., 
TJJ ,... 
SM 

"' lilt 

Regraded Unclassified



315 ..... 
MM&,.& ::= .......... - .... ..... ...... ....... .. ......... 

...._ a. •• «zr~- OS 
•••• n• • ~ a 
c• 1 ·d· f/1 ,.,, a) 

!OraL urea• 
rn.s,.& IINssJa 

GHWSMl at•=~ •' ,..._ ....... .a.. 
111Ut.7 •••z 1 
.... ,el ...... -·-

I a 

• 

... ...... ii;i •••• 1 .. 

Regraded Unclassified



'frMWrJ DeJ16rtMnt 31 G 
D1Y1a1on ot Monetary Reaearoh 

to: IIMc\u) .. , tte 

1111 0 Ill I '1'1 
<=) Branch 20$B - Room 214t 

.__.:=.. 

Regraded Unclassified



troaaury Depart .. nt 
DiVision or llono~ary Roeoarcb 

311 

Deto~.! ..•. l~ 

To: Ma• tbaliD08)" 

!lie Wbl.8• tor v.u.i tt.l to 1be 
SMHtuT of Maw ditt• tr. \boN 
'llold.JII ... w \118 PrMiclnt 1a that 
_.. ... 111.11\UT tlp .. - DOt broltft --

1111. 11!11Til 
Branch 2058 - ROOID 2142 

Regraded Unclassified



SECRET 

....... l,ltlll 
................ ,._AIM ... ..-... ltllll II 
.-tnM M •::• 1 I .... W.Jt 5 ..,_._, 

..... t• I W.-&,. ii-• .......... 1,.... 
1. m•M M 2 d' 

318 

......... ., P'e • II; 11 .. U ae fl"lll"':t.. ~---­._=-= ~w , .. .._.._ •· .,... ••I 
" •"':.- ._ .•• .U:':» ::•: ' a ..... -
161 --~ • - • .. • - t .. ., •• , ... .... , ,.. .) 

a. ' •M .,. ••• 
• .., .... .,.,....._ .. .,.....,..~ ..... ,..w_._ 

..... ••I .. eu.- .. ;a .. 11~ ~~H.- ...._ 
tllll pN91- •• I f ~ '-7 -.a~.-.i _ ... iw 
telJ ...... U.S QU lh ... 

Jo !o TH " a! ?25' N z s I Jr!!l 

~f! u .. . ..,.. ... ltlrlh I -•lee - &l•• ta 
.a.t - ·L &. ... --~~ ' - MJ I .. te .. I' ._. 

U.lee. ..--.-. 

' 

.... • 

Regraded Unclassified



( 319 

.,.:,::.::: ::-ew-:-;1; :;==• ..... z, •• 1 ,_ 

............. ''3 so 
(Ja tl8:1111&-•,ll ., "' n) 

.... ........ 
7 2 ··=· 

su •• • .... ..... .. ...... 
D ... 4,116 "·-Jl ' -II ' ... 
J4 17 ..... 
• • ,., 

llnl&edal/ - -. ... 
:-r:. .. _!_~,:·:;~,?=:,:.:'~-= =. .... .,.-, ,a_ 

I ., .... l!llwtlw&atl. .... w-. .• , ........... ,., 
x., , k O •a k 1M I Sd 

Regraded Unclassified



5ECRET 
320 

,. &•'• ,._ .. ·~ ................. .. 
.. ~-.. tie .. Ill I OJ .......... • • 
~ al, 1tlll - Ill' 7 - •• 1,... Jl 

, ___ .. ., lieU••) 

.......... '-." ··--- .. ,. •...• ,.. 
lalJ 21, 191.1 - ,... .. 1~ 

at 
.... 26 - ~~a, J1 
... 1-.-.101/ 

lG- ..... 
ao-.-.IIJ/ 
1- ..... u 

.... 10- .... . 

... ao ..... Jl., 
, • 1 - , • 10 
•• u •••• 
...... Zl - ,. ,. *' 1-- lOy 
lq ll•PIQ' • 
.., 21-PIQ' Jl., 
-.1-~18 
-.u-~• 
-.21-~Je 
11117 l-~ 18 
llll.JU-~M 
llllJ 21 - ~ J1 ., 
All&· 1- ... 18 ac.u.-. .• 
ua. n - -.. J1 w 
hP*. 1 - ... -.18 a.,-.u- ..,. .. .,.. 

• sa. 751 • ,.,,. 

l. "-• ttc-a ... Ia .... .._ r.. ... lee el *iHS.. ..UMUo 

2. ..., ..... , ... !: :;c 1 ,,.,._ - .... ,. 10 fq-~ .. 
iaiMe& el ..... -- ·-· .,..... ..... lee s.u ...... 

'· a...,,_, .. . 
4. u.-, ...-~ .. . 
5· .,. .. ·":r· .. ...-u.. ......... ,... ~--' el 

C .... a .... , le l 1 aJeM t• peri .. SMlea .... 

w • ....,. lliP•&iii, • .~ •• ., ... ,_, .......... .... •• i!f;tJU 

... .. 

Regraded Unclassified



( 321 
.VPIDD 0 

..s-i.-1 • a .. ,... '• •· .. '· •· •· a. ............ tile~ I WI ............ 

... s.. ... ·- "lo ..... ,C: "• ...-..... 1 

tal' fll ·al-,. -.. 
o/F'Pl zc»v .r )nl!sna ....... 

PrSAeipel x--. • .. 
11llt.l'f ..... T~ 

S.tpt, .. , ... ~ 

l.lp,, •••••• 
... J W1•· :-' ... W1•· ..... ... 

-.tU• '·"" .JQ ••llMI> ~alll ... 
'~)"' • ,o •• u-.. •-• ... ,.. ~= • ,o ellD• :.r.::- ... 

,JO .. 1Der .., ••• ,000 
• JQ) ellD• ~ella loo 1, ,ooo fs"- ,, ..... ... !i"* ~ •• u ... t.al1l ... ... 
·~ 5 aa11Mr M.Ua ... .... 
-~ ••J "- t.al1l 

... 
~u • eel ....... 1 •• ... 

-~ •alA• -- _.. ... ... 
~ eel ... 7 • .s., ... 
-· ... 0 !)a 

... 
51 -· - ~-~·· ....U• 

... 
r:~ 57 •• - pi I 1

1 
....... 

... 
l1&tl ......... ,. ... 
Po •· a-~ ••shllw •.u. ... •• -· -.~ .......... ... "'· 20

111
:ti. O.lbla pa ~ 2& 1 eeiW ••• IIO,oiO 

AUuat• a6 '·'" Llp' ll .... a~l ... , ..ao) 
... 

P1Phn(~ ... 11 
Pl.<;)lhra ( ... lf 

Regraded Unclassified



SECRET 
322 ..... --, •.. I • a . , t( !''hal 

;.pper, al•1 , ...._..,. -... . ...., ..... a a ..,. 
.ureran .-rU..,. nen& lee • a . ....., .... .... .. ~. ,,..,...,, I,IJl 

1 eeb1M Mo1a • a I ,lit 

1 a ••" '" -· " "''b• ... T.Sl5 ~..m 

n HtnMl ptt• I .& ......... a - 1,"' 
11'-11 ... _,....... ...... a - l,JIIt 

h'• ... eteel ..... ... .... ~.a. ~,..,. 1,,. 

11J'e - ~--- ~.a. 8.JI'T,~T 1,1fT 

llebt.aPJ aM ..-•eJee, aoeolo a - 1,116 

...... ... •••••••• ,. ,.. .. .... ,le ~- - 1,., 

·~ , .... ....,... ...... . - '" Parb.&II'MlUIMfW..... a - ,.., 
bfliiiWM ' a 5U 

01, •s·1 I 9 t 5 , 1 e1M - a UJ 

20 ... ~ ...... .a. •••• .,, ... • -

Regraded Unclassified



SECRET 
32J 

»f D 5 

MMt.-1 n a ... ,.._ •· •· • .... ..._ .. ...,. ...................... . ... _ •• ·- ··~t;t. , • .... ,_ • 1 

,~ .... .r ~, ••• , 

fO!jL UPCI!I 

Pl'lMl,all'-• 

JD.etWSMl =•••rr mt .,..... 
--a.. ~ 
IIU1'-7...,S ..... 
lltelf'eltt, ........ 

rea.., ........ a.ta- ..... iM; ...... 

tu 

I 
a 

... .... ., ... 

• .. 

Regraded Unclassified



llr 1•18&2 

., ............ ....,. 
l • •elMS.. ...,.., • - ea...-t. 

M - M1MM4 -WlH fer the ~l'liiA 

n" .. ._.,.._ ao. ltlla. 

-. •1•· 

IIJMU'elJ JO'IIl'lo 

{llpel) II . .......... lt . 

..... tai'J ef tlle 'l'l'IU1irT• 

- .._.tai'J o1 lute, 

we•'•t·Ma, D. o. 

-
• 324 

Del. ~ lhl'pl 11.2 10/2/.1 

IIU. ooplel taken 4lreet ~ 
Dr. Wlalw'• otf:t.M 10121•1 

rue 1a l>lalf 

=oo 
~ ;,/ FILE COPY 

• Regraded Unclassified



SECRET 
32!> 

1. 's•!t !t b'd' 

... ,..._._._ ............ 1 ---~u • a-ala ~··• , .. '- 1l!le ~Depart~Ma' 

.. oeo. 11111.., • r •s • -w '- .au.ooo 
- ~-~.... ... .... , .......... o. 

2. ! a •M tt "" ftfn 
............. .sa ............. , .. !!i .-l .. ..... 

Pftlew ....... ooo .. ~~·- .sa. ...... ... 
.. ""' ..... s ! .-&•-. 11111..., ..-~.... --- ie 
.alJ ta,ooo. c...usa•••• •·• 
,. '!sw" •• w,. w·· s -wu 
%" • tti8!W 'lll•lla• .... It,. - as•• 1a 

AlP .. .., 3 a .... , - ..... " .. ft'rasb .... 
Atrl ... -thl .. IUa,OIO. 

Regraded Unclassified



SECRET 
32b 

s ; "' ..... , r s :$ :"::w:111 r t aw w 3 a w • .. 
,._ 3 a • t ' •••- _. 
.. :" ......... I II 1 IJ/ 

, .. , ..... _ •• "' ""' a) 

ltt;dl .... -·· ll .. 4.116 

~ ' .. 
• • .., 
M 17 ..... 
• • , 

..... ·--~ - - .. 
"'·-...,. 
u.• 
~ ..... ..,.. 

: :::.: ... -"' w ....... ., -•• , .. .....,. .. $"' 
w I Ru b 0& ...... ? PC 

.. .... 

Regraded Unclassified



urDDD a 
,.., .... ,._ ...................... .. 

.. ............... I ...... • • • 

~ •• '*. '''' '• •• IIIII-,) , ...... ., ... , .. , 
MJJI, w- .......... 1,... 

11111. ·- .... 1•,.•111/ 
15• .... ...... JI .... 1·--· u .... u ...... 

......... Jl., 
Af/1• 1· •• II .... u ...... Af•· ll - ,.,. • .., 1-- lly .., u--. • 
.., ll-- • ., 
,_ 1· -..II .-.u.,..• ,_11_,... 
1111J 1• ~II 
llllfll·~· 
lii1J 11 - Mt Jl ., 
..... 1· ... 11 
Mc.u • .-..• , .. 11- ... Jllt/ 
a.,t.l ... ... 
iet'.U- .... .. ,.. ... 

::.·:.: I, ... .. --- ....... . . ,.,,. . ,.,,. 
• .. 

Regraded Unclassified



APPUDIX 0 

P1'1M1pa1 aQ••• r... v •••• v ••••••• 
u ...... ~ l4l l!le '"-7 Depuaal 

clvlllc •• t-487 ,.r1e4 _.1111 
••• ~ 20, lllU 

( tbouUIIb f/1 llellara) 

fOUL I! XI OR '1'S ·~.~ 
Prindpel Iteua 

l1llte1'7 •• 1 ... 1ll 
1\Ml plalea, -...., li1Uata 814 recle 
ID"-'• trial •llh'•U7 mel puta, •·•·•• 
C&l'l.DII. a•••ac• 
n Mao1aal ••'••I'J _. apparawa 
'!Nika, Mt01'a7'laa mel p•ta 

111'a act --'utvaa 
.u-s •• aUer• 
Copper -.ra, p1pea, ... ,. •4 wll'a 

.... -- aa4pllft 01'1a4111& •aahtaea act paru 
Driacl ......... , • 

• ll'ua _. \ ..... p1alea, &"'-• 'lara, recta, ate. 
lhabllal' .............. . 
Cll.Uaala _. relalecl pncl•t•, eaalu41JII a111ki'J 
aoa• ... -,. 1, ..... aal •••••ao•l•• 
toela .... -.. ......... 
laUwar ....._. •ter1al, aaalaaa, ate. 
G~~M•• ........ 
·~------ tula ••11•1 •..UU 

~~ 1, 
1 
1, 
1,27 

l,ln I 1,0 
1,~&. 

J;f 

I 
112 
16o rn 

\ 
\ 

\ 
I 

\ 

Regraded Unclassified



AIP..U 8 

l'n-1.-1' , ... ~ .......... ..... .. ...-w • tbe llicaPI'J' ..,_...._. ... _ •.... ., ·-~ . , .. .. ,, , ••• 1,... 

torAL UP~'D t U 

SEQ\ET 

PnMl,al l'-1 ~o.• ~ 

DMW!Ml •*'"17 ... ,.... I 
..... "'" e1eiSl 
lllU'-7 ••'a , a 
hel f.l .. , -·-

Regraded Unclassified



":oJL!,wJ. ~-5~­
[o.:I.•...SJ!.<:JliOI 
.Q.fi;L No , )41 

lZOT TO Sk M:TJWJUITtrD 

330 

COPY IKI. / J 

Infor.,...tion recei ved up to 7 A, :t. 1 2nc! October , 1942; 

A Westbound Channel oonvoy woe at tacked last nir;ht by 

&- boats orr SOUT•l DEVON , tUne layina is sua~ctod .ane the convoy has 

~one to PLYIIlUTH , A Poli sh dest royer arul the escorts en:oced the ;;:.. 

boats , One or 11.1;. trauler s """ aunk by Qinea . 

2. di.LltW • 
lllim· 30th. An infantry attack by United Kinc~om 

.... 

troops on a bricade front was launched at first lisht asd.ut ena,.y 

positions in the WI!ASSIB Area , On tho ris M the object! ve was ga:lneoa. 

anc! consolidated but elsewhere no firm foot1nc on the objective """ 

establ1ahad . The attack ttas conti nued . 

t!AI>AGAl>CN! , AllTALAJIA on tho northeast coast t1as occu-

pied on 26th . 

RUSSIA. The Oercans are makins pronrus in thei r pene­

tration into the Nor thern par t of STALIIlGftAD , There has been SOIJO 

local German procresa south of the Tl:REI\ a~ towar~s TUAPSB f rom the 

northeast . 

~:rt;Rll fRONT. On first s1n!l• ~aquitos a.ee success-
• 

f'ul lo" level attacks on cheQical wor ks at SWio!.IL one! an oil rot'inP,.. 

at OHENT. Durin& other operations a tanker, two IDinesweeper• arC a 

200 ton ship were damaged . 1st/2nd , 137 aircraft were Gespatched -

\;ISt!l\ll 58 , two r:tissin&; Dor nier factory , V/15!,!1\ll 20; FLO!NSBURO 27 , 12 

missing ; LUBEC~ 25 , 3 missing ; anti- sh i ppins 7, 

~ icate that weather condi tions ~tere unfavourable . 

Primary reports i n-

l.lll..f1, 30th. Our light bo.:bera attacked .:. T. a~ sun 

;>oaitlont in the Southern sector , OUr fi&htera destroyed three eneey 

a1rcrort anc! dama&ed a fourth , One or' the" is aiuing. 

~. Gercan bod>ers atartec: fires in the to\III and 

harbour at ARCI!.U!G:ilo on 29th/30th ~,.; :oth/l s t . !io d"""l " r eported 

to oritish ships or natcrial . 
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ficnt.inc rroote 

ATTENTION FOCUS 

The public aind ,.. !ut.nec~ dllr1Da the ftek en the tol­

loorina principal topioa b)' the 1Mdia ot into,..tient 

Battle !or Stalingrad 
JapanaM attacka in the Sol .. ena 
Wendell lfilllde • s t..-a..Us 
fisbting in New OU1Ma 
Oeraan attack on a CCinY<JT to Ru .. a 
Brl t.isb rai.de in llortb At'rica 

Tbe Dcaut.ic hent 

The cenareseional. debate on intlation central 
The scrap drift 
llatianwide gas rat.ionins 
Cancallat.ien of the Louie-conn !icbt 

Russian raeietance at Stalingrad receiftd twice the prcminence at 

a117 ot.bar st.c>ey - enn the raeie tance of the tana bloc 1n Con areas. Re­

port.e rr .. Russia were opt.illt1at.ical:cy colored, b18bllsbtins ..,..,. Soviet 

gain. Headlines about the southwest Paoitic told ~ ot Japanese 

oounter-attacke repulaed, ot Japanese abipa and planes dastraract. 

The riM and !all ot tbe tara bloc waa treated .sr.&ticall;r and with 

obrtoua &lara. At the turn ot the weel<, preaa and radio reported that 

nctor:r !or the Adlo1nistra t1on ,.. u&ured on a cc.prc.!H buia, llwe-

papara want all-out !or the acrap drift. 

EDITORIAL ATTITUDES 

WILLI /£ AND A SECOND FRONT 

Wendell '11llk1• pft treab !arYor to the debate oftr a 

aacand trent, But • .,.,. without bia ate-t tr.. Uoacoor, 

the "cand tront would b&Ya continued tbia -" to be a ujor topic ot 

-1 -
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editorial 1nt.a.at. c-taton llaft llee pn~ ••r• w .,.. a ,_ 
albla ~of .,,ad nlati- oa tiiU lane aDII- a t.r tllat 
the prcmaacl iDYUioa atw.pt ~ o- too law. 

u to the pn1p1 S..t;r of llr. flu !c1a' • ltpab11o pr o rlrH 'II• • ac11 tor1aJ. 
opinioa apUt "f'iolm~, with Uttla reprd for put ta&pi"Nai- oa the -
OlliS troat 181•. In the opinioa of the W~llhtftltoa Poet, •It oa11 be 1aid 

witboat haaitation that the publlc prodd.1Dc whloh oar ll111ta17 leaden are 
getting il u. illauraDCI of "f'ictclr7 ••• For it 1a obn.oaa, a1 ft haft eaid 

before, that too Mll7 of our war l.Ndan haft oantraotacl a lone war h4b1 t 
of llind, ~· aoreoYer, that the 1\rateg:l.atl of tba Un1tacl Nations are still 
unable to work out a coordiDatacl ltntlclc acbeM buacl 11p011 o~balll1n 

attlck.• 

But the~ 1ntlrqatioa11t Ph1laclalpb1a B.acard claolarad, .. e 
juat aren•t 1n poa~ee1ion of all tbe facti. IInder the cn.rc-tlnc .. it 1e 

claDproue tc keep 1h01lt1nc ·-want a eacond tront• ••• Deciaione 1n global 
warfare auat be ude not b,y ohaerlaa.:t.re, but b,y thoH wbo kna~r tbe facti. • 

Tile ~OII&J'd uwepapen, wbioh han been c•paicnlng for a 

11001111 front 1n tha ai.r, rebuked llr. WUllde nm.,.. ~· irwe doubt 
it lilT pubUc figure hu, Iince the outbreak of tb11 war, uttered a etlte­
aant 10 il.l.-ad"find, or ~ocated a couree 10 -.ightacl witb danger and 
pollible dieaeter ... To tll'll it ahocldng 111 gro11 underltl~t ••• Applauae 
and fl.uh bulbi hlml apparen~ caused llr. WUllde tc talk out of tum. 
Thia 11 no tiM for Innocents Abroad. • 

lliddle P"Ound W&l acre t1Jde&llJ repre_,tacl b,y tbe Nair York Herald­
'l'ribune which felt that "A pubUc ag1tat1oa tc •prod• the eoldiare into 
actfentvee apiaet their better jlldpent would be a diaaltar of the fint 

- 2-
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ucnitudeJ 1t. 18, an the otber hand, eaMntlal tal' tbe people to Cl'Nte 

that ataollphere of •ureaahe urge007 which w1U pel'lli.t and ence~~~Np bold 

deolalone to be aade.• 

A lal'p portion of the editorial oa..nt on tbU nbjeot ._. ~ 

W tanrd tbe tbaala that tbe public aut depend Clll ita ll111t&r7 l...S.Z.e 

tfll' c!,~alone aa to the tiae and place of an &llled imuion thrut at 

a.~. Througb' IIUOh of this c~t, honnr, appeared a etNng- ot 
. 

urseney- a¢ anxietT. Some of the observation• ·-ed to renect a good deal 

of doubt aa to the wledca and imagination of the t:nited llaticne• eillt&r7 

leaden at the preaent tiM. 

ClnJ.¥ a fw cQIIIIIIentetora went quite eo far, hC~~reVer, u the u~ 

eoneenatin Detroit Free Preas, which r-rked that •A man need not be a 

CaDilunist . to feel .that an el81nent of pol1 tics, rather than the lJJni taticne 

of .111111 tar)' praot1cal1 ty, explains the weary delay 1n going to Rueei& '• 

reeeue. " Poal t1 ve deande for second front action ca&e trca a larr,e and 

apparentJi growing adnori ty of news interpreters. 

FARH BLOC FIGHT 

'the audden reeursence of farm bloc strength 1n the Congreuional d .. 

bate on price control cue aa a pa1ntu.l ehock to most editorial caseote-­

tora, '111e7 reacted, ovenrbe.bdngly, w1tb ve•ent indignation. 

llaj t:ll' eutern nwepapers, 5\lcb u the N.., York TiJMa, N.., rortt ~ 

Tribune, Pld.ladelphi.a Record, Baltimore Sun and Waabingt:m Poet declared 

tha,t ccngreaa had failed the country. Feeling in the South ••~ t7Pif1ed 

by the )lpntgauery Advertieer which remarked that " · •• This act of the Houee 

1n notusing to ateb111r.e wages and prices 1e a.l.most inca:~prehenaible." 
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In the &l~ddle Weat, the Ind1anapol1e !fen Mid thet "Indiena tebe no pride 
1n the fact that ita delept1on 1n Conereee wpporte We atiJNlation or the 

1nnat1on that will 1nfl1ct povert7 and chao• on the countey ••• • The st. 
Louie Poat Dbpatch characterised tha fara bloc leaders 1n Conpoeaa u 
•aoldiera of greed," On the Weat coaet, the San Francieco Chronicle ob­
served more temperate~, "The people, n bellne, are with ~ Preric!et in 

thie 11>atter and Congreae 1a not pleaeing u-.• 
At the •- u.., farm bloc aupport ne noteb~ etroacer tbazl laat 

week with a nUIIIber of aouthe:"'l and 1r11tern papere IIJ)r1ng1ng to ita defenu. 
The Denver Post, tor example, questioning whether th- 1a U17 real need 

for Go't'en111ant 111Ditation of farm pricee, aeidr "The Allerioan people would 

be ahead f1nanciall7 by letting fara pricea riaa to ltmlla profitable tc 

the tarmere instead of })&71ng taxea to aub1id1se the famera.• 

The chief argument of fam bloc part1eUlll ratted 011 the fai.lure of 
tbe Adlll1n1etrat1on to announce specific propoaale far wage control, A coo­

dderable ll\llllber of cCZUDentatore, tboae aupport1nc the Preeident•a prOCJa, 
u •11 aa thoae oppoaed to it, coot1nued to cond.m the Ada1n1atrat1on, 
along with Congreu, ae reeponlible for the inflation cr1111. R.epriMD~ 

tin of tbil point of rlew wu a c~ent 1n the San Pranciaco Nftlr •It il 
because Congreae haa given apec1al protection to fana pr1oN - and beoauae 
tha Preridant baa giftn apec1al proteotiCIII to industrial_, .. - that the 
OOYel'llllent•a effort to control the coat or l1'9'1ng 11 threatened with col­
lapM.• 

With •ergance or a probab111t:r that the Admi.n1etrat1on would ncure 
a caplUiiN victory OYer the tara bloc in the Senate, editorial caat1p­
t1on or Congreea deoreaaed ICIIIewhat and gan ~ to renewed cr1tic1111 or 
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l!r. RooHYelt. C-taton, 1n g-ral, do not like tn. ccapra:liae, 

of th• label it an outright YictOZ'7 for the f&nl l..c!era, Thera 11 1 

prenlant tear that aerioue intlat.ion under tiM preseure of •¢cultural 

and labor d.anda ~ becc.e a tarrible l'Nllt7• 

COIIPLACEIICY? 

Tough apeechea during the week b7 l!eura, !lard, Nelson, SanerHll, 

and Herah.,. woked outrepd editorial protest, The c0111:1entators, while ao­

kna.rledsing the t..i-l1neaa and UMl\llnall of these stat.enta, insisted 

that tbe Oonnw~ent 1 taalt ia :reaponaible tor the apa~ about 'llbich ita 

apoke-n ccaplain. 

•It 1a acarce~ arpble,• obHned the New York TiJDes, •that, if we 

remained too long ccaplacent, it was tor one pre =hl8ntlJ' ilrportant reason ­

becaue the official leaders of our war effort encouraged ua to do ao •• , 

The pa ttem ot realia auat be set by those in the high cOODand because it 

ia the:r who beat know the taota . " 

In connection w1 th these speeches, and also 1n regen! to newa trra 

tbe aouthwat Pac11'1c, Oonnaent intonaation policy in general caae in for 

abarp editorial criticia. Belated amounc-nt of the ainldng of the York· 

town disturbed a Dlllllber of c011111enta tors. And there were same 'llbo caaplained, 

as did netcher Pratt in discussing the situation in the Solcaona, that .,_. 

is good reason to belien that ac.e of the atories .. . are being held out Oft us,• 

POPULAR REACTIONS 

OPTIHISH AIID REAL ISH 

The recent official statcenta that the war 1e going 

badl:r for the United Nations nre dell•ered againat a 
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background of riainc opt11111• in the llll1t.t State•• D .. pite Oe..-n .u,n. in 

Ruu1a, despite the difl'icultiea encountered by allied forces in tu Pacific, 

the American public tended to via the war•e developaent throughout the 

IIUI!!I!Ier as deeid~ encouraging. 

The chart below shows the diviaion ot opinion in response to a gener­

al question - "How do you think the war is going now?• - poeed to •all 

national Nmples in the ear~ part ot .Ju:Q-, in mid- August and at the bagin­

rone of Sllptember. There ie an apparent increase in the number of those 

who think that the war is going nil and a aarked deereau in the nllllber of 

those who believe that it ill going badly, 

ESTI MATES CJi lHE WAA' S PROGRESS 

JULY 

AUGUST 

SEPTEMBER 

The belief that the war is going well can be evaluated onl;f in rela­

tion to earlier expectations, Those who anticipated tar greater reverses 

than have been sustained naturally Viewed actual events u encouragtnc. 

Popular optimism 1a renee ted, however, not only in the general lonr-ten~ 

View of the war, but in estilnates of 1mmedia~ progress. In J~ and in 
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Sept.ber, the BI!Nau o! Intelllcenca aelced the qu .. uon, •ra the war r;oinr: 

better or woree than a !w aonthe a~:ot• The chart .. _, _ .. 
-..ow ... owe that, betwMn 

the t.o datea, the eenM o! optiai• increaeed d.r•aticalq, 

PROGRESS OF lHE WAR COMPARED Willi A FEW t.()tllHS AOO 

SEPTEMBER 

When people were asked in Jul,y to give re&IOM in support o! their 

opinion that the war waa going better, the most COI!IIIon rellponee ottered wu 

"increased production,• But in September, curi~~ enough, the accent on 

thia !actor dia1niahed; the reuon 110et cc.ao~ ghen wu "ailit.al7 aotiCil,• 

Erldentl,T, Rwlllian renr ... in the Don Vall.,- and tbe aiage or Stalinpoed 

contributed lees to t.ba !ormation ot popular opinion than did Amarioan auc­

caeaes reported .tr<1111 the SolCJDon Ielanda and the illlpreuion ot ottenllin 

action created b;r the Dieppe raid am RAF bombings ot Europa. 

The evidenoe euggeate that, to a ereat maey Aaericana, the war 11 not 

;ret concebed in planetary teru, but rather ae a aeries ot apilod .. in wbicb 

•the bore .tr<llll hcae" participete in action. Umue 811Jlh&aie appaare to be 

placed upon good news .tr<llll thoee aectore in Which Aaerl.can troope are imolftd, 

. 
The-e 1e turtber nidence ot popular optiaia in apprai~ ot t.ba 

war•e duration. When Aaerica tiret be~ involved, there waa a prevailing 

diepoeition to anticipate a rather lone war - more than two ;reare. In 
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the IPriDC and earl)- -r, howenr, after Ule battle ot lt1~ and the 

tiret uu air attacks on Oenun;y, a lll&jori tJr ot Ule publ~c cue to believe 

that the war would-be .onr i .n two years or leaa. Later, when Tobruk tell 

and Ule Oerean •-r caapaicn cot under wa:r in the Caucaaue, this tenden07 

to apect a abort war decreased. But in the latest intlrrlewin& on the sub­

ject, there 1e a rise in the percentece of peopl e who think Ulat the war will 

ll, ended w1 thin a two...,.ear period. The followins chart shows. the trend on 

this topic 1 

Per 
cent 
eo 

20 

0 

ESTIMATES OF lHE WAR'S LEHGlH . 
War wl l I las t t wo years or less 

YT'l-'" _/ 
~ 

• 

• 
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Anotller 1Jida to optlld.• U7 be. fOIIDd in tM £I'GII1nc belief thet .. 

are pining in the battle of proclucUon. The cr1a etat.ent on Foduoti011 

ttsur-• 111111*1 b7 IJMr Da'l'ie in llid-Auau•t wu follCIINd br a ~ n­

ductiaD of tM opt1a1• reepecting our output of war .. tariel. !Nt illtar­

dtllring caDducted in Septaber 1nd1cata! that a aajorit)- ot the public -

aore bellene tb&t the battle of F<lduct1on 1a being wen. The hi&fle•t ...­

of caDtidence 11 found in the urban centers of the Jldddle weatarn 1tata1. 1'he 

trend of opinion on this topic is 1lluatreted below. 

JUNE 

ESTI MATES OF POOOOCTI~ FROGRESS 
Production Is going very wel l 

JULY AUGUST 

Tbe naticnal .-ple interviewed in Septeaber wu aeked, •Proa 11bat 

70U haft read or heard, ~~ r aq we ha'f8 enough !.!:!!,! on hand to bll1ld 

the ehipe and. other wer materiale we need?" Halt ot the IUPle __..s 

thie queeUon aftiN&t1ftl71 J4 per cent anewered nqat1ft17, while l6 ~*' 
cent said tbq didn't know. In new of the uraeocT 'beh1Dd the current 
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ca.paip tor the collection ot scrap Mtal, a ratber •tart+iDc iporance or 

apathr seaa to be indicated b7 the .. raaulta, 

Public raaillaney in recard to the war 1 • procraaa and the t.endana)o to 

igroore mverse developments while selecting favorable ones in appraieing 

thtt situation auggeat a need tor persistent •phaaie on the war•s craViv in 

the presentation ot nne. The line between optimia and ccaplaceney 1e 

tenuous and diftiC\llt to discern, It optimia 1a to raain_ a heal.th7 CCII-

ponent or morale, it must be continuin~ sobered b7 reaUa. 

DEVELOPING SITUATIONS 
FARH LEADERS AND INFLATION 

The immediate reaction of a majority ot local fara lemera 

to the President's Labor Dar message wae one ot resent.ent. 

InterViews conducted with farm lemera by field representatives or the 

~au or Public Inquiry indicate that most of th• found in the speech an 

i:lpllcation that rising !arm prices are the chief threat to 1Dtl&t1on coo­

trol. ~ pick on WI first?• wu theil" pradcainant response. 

Fara leaders profess a willingness to cooperate in the coatrol ot 

llVinc costa. 3ut they il\sist that all parte ot the anti-1Dtl&t1on progru 

be put into etrect eimultaneous~. To their llinda, -~ control ia the 

llOat important el•ent, They are auspicioue or the President'• motiv-e in 

reaernnc -~ control tor executive action, while aalcing tor specific tara 

price leghlation. They n01r tear that euch control will ca., it at all, 

onl;r !::!!:!!: ceiling• are placed on tara prices, Ttwre 1e a strulg tMlinC 

•CID& tn. that the Administration 1a prO-labor, 

' The axtant to which Uleae tara leadere rapraMnt 8Clt.1Mnt UCIDC the 
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ru-n , M1ft8 bu aot bMD ct.temiDed. It 18 a he\ that, _,tile 

thrM pr1Dc1ple agricultural orpnhatiooa - t.IM ormp, tile rana liVea 

red-ticn and the Fanaere Union, ·~ the lut ot t11a three 11u a 

arte:r•hlp ul~ ccapoMd o! tara halliee o! ..U Uld ld.ddle ec~o 

etatu. '!be raraere Union bu eupported the Preaideot•e ati-illtlatiGD 

pollq and oppoHd the tara bloc dw'lld11. Tile rara BurMu, the -t PG*t 

ot the agricultural uaociatiooa, hu it. pt.et •t.nnctb in th. 001'11 

and cotton belte and ita leader5hip 11 drawn larseJ.¥ tr011 tbe induotrial, 

corporate, aboont.e-c111nu, t~t group. That i ta '1'1..,. are 

pnuinol,T reproeentative ot omall tamere IUT bo open to queet1on. Ita 

ineietenco upon the incluoion o! tara labor coeta 1n the dotendnatica ot 

p&rit)- 18 f& rofioct1on ot ita attention to larse !a.ming intareot•• Tbo 

pollciea ot tho oranp are, in considerable measuro, renoctiw ot the 

- 1ntoreste. 

»aro- ot the local !ana leaders are Grage or rara Bureau tee. 

Tlwir n ... mq, therefore, bo tinctured by the otticial attitude• ot tboir 

national organisatione. ~do not noceaoari.l.T retlect tha prna1linc 

grau rooto opinion in their districts. But tMy are undoubtedl.T . 
1nfiuential in the !Ol'tllulation ot that opiJ\ion. • 

'nlo brightest epot 1n the Preeident•e ••eaco, tr011 tho tanaar•e 

point ot new, was tho roterence to a noor under tara pri-. All 

auicultural £l'OIIPO •- particularl.T plouod with tho ~t o! poet­

war aupport ot ainiJNII tan~ pricee. 

Minorit.T tara leaden, found chlotl.T _, the ranaere• 1JII1ca and tile 

Ohio Fora Baroau, were conerall.T 8711P&thetic to tho PreeicMIIt'• epooch. M 

the• 8l'OIIP8 alrood7 aharod Me '1'1.... It 11 doabttul u · tM PI eJidont -
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... OGit...W -s t.-e or oa-pd U..ll' J)Nfa111na attn•. 
1M Jll'l)b~ ot t- labor tbna'-8 to replace tan prioo c.ootHnp 

u api.cnaltUN'a oh1.r ooaoom. Caaa1.d.rabla o-t 1a beard tm.t 
Solaotlft a.noo lboald pw~t _.. detw znta tor t- WOI'kera, bat .,.. 
liON DOt.looablo 1a orltloS.. ot h1cb illdutrlal _, .. 11bicb draw - tl'Ga 
the t-. It 1a IIGif a pr0ft11Snl bollot a-& local qrlo'Ciltural apoa­
tl:lat. a aW'loua allort.a&o ot tara labor rd•nc•• qrloult.aral prod1111tlola. 
Tb1a bollet 1a to...s.d. upoa taot. 1n ~ a ftl'7 t .. -•· for t.ba mat 
part., the tear ot a tara labor llbortac• -. t.o bo a tear tbat. t.bo 
pr'Oft1l1nc loo _,. -loo MT bo t.broat..Md b7 a deplot.lOD ot tbe tara 
labor nrplu, 

BtJS/11ESS LEADER REACTION TO THE PRESIDENT'S A11TI-111FLATION POLICY 

._. buinee-, eepoc1all.7 -u bu11n••-· int.eni....S b7 t.bo 
a-u ot Pabllo ]Dq'llll7, react.lOD t.o the PrMid411t.•o apoocb wu 1--us 
ta~. But. d1aappo1ntact. was Gpre .. ed OTer the talluro e1t.bar t.o 
j..,_. ...,. at.ab111aat.101l tznd'•t.o)3 or to uk tor epoc1t1o l.oClalat.1ft 
aot.10D ~ tbia -s. 

Snollned t.o roprcl -c• ocmtrol u ..,. .oro ~~r~..t.. TbU 1a a point. ot 
"f1ow 8treooed b7 bic bulneeo e~t.a 1n part.loular. JD at.at.o• 11hero 
both in4ut.l'T ODd qr1o'Ciltwo are .tralc, there 1a an ina~• 1lpoD 

es.'Cilt.oneoue roplat.10D ot wace• and tara prioMo 

,_.,. are 1n41oat.laaa tl:lat. lMd_.. ropr"Mt~~t.inl the bullnMO int.orMt.l 
ot t_. .. ancl bu1ne- 'lmdar tbo ·1~ ot the u. s. Cb ur ot 
C-WOl baft ~Oined banda 1n tho 1ntlat1cm OGfttrOfOUfo !Mil' 0~~ of 
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~ ill b -ce -1• -.len a ooalitica betaoc tta. at111'al. 

tbq appear to be lmited- 111 additica b7 a o- fOU' that tllo 

oovw nt _, lhCt nbeW• tor iDci'MMd -co con. 111 Cll"der to -

o- tile uu-.&tened fU'II l&bor lhol'ta&a and koap 1lP toocl JII'Od1111t1ca 111 u. 

-t tbat parit:r oai1111c• are iapoead. To the a1ncl8 ot ocmeal'fttin tan· 

1aadera and CGIIHI'fttift buinaee leadare alika, 111Ch 1Ub8W• W1lld -

an -1o- crt«leion ot ~t control onr acricnalt\D'a. !Ill 

coal1t1CD M- to be f1£htinc, f~tall7, aot 10 .ucb tor b1cbar 

pric•, u tor traadoa trc. lOY-til racul&t:l.on. 

ADJUSTHEfiTS TO DECREASED PURCHASING POtiER 

A ncent 1111'\'&7 .ada b7 the Young and Rubicul achwtieinc ac-7 

thron - llsllt CD the affect that rad~X:ad purchu111a ~ llicjlt baw 

CD tba apendin& babita ot tba .blrlcan people. Such a rad~X:ticn ll1cht 

coeur, ot courea, u a raavJ.t of bieber pricae, u wall •• .trca loBar 

dollar 1cc-. 
About a third of the ~ interviewd felt that tbq •- - 11Y-

1nc at a ~ etandard than a rear aao - becauea ot ril111& prica1, ~ 

1Dcc.a or bond bu;rin&• It 11 1ntaran1JIC to nota the edJIII'-ltl ~ 

- ban act11&117 Mde 1D bnd&at111& fUiily upalditur•~ 
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the tuture, in the event or a general Nductian in cana- purchuinc ~r, 

the entire eaaple wu aakacla •:rf the -t of ac:.MT 7our f..tl,y .. te 

should be cut b)- one-third !II{ time in the near .tutiiN, wbat chanpa would 

you JD&ke to meet the cut?• A fa W<ll:len felt that U..., could not accnc:wd.so 

IJ1Y further. The reactione of the rest cantrut inter.~ with the 

actual ad.juetnents claillled aboYe. 

S6 per cent said thet they would cut down on rent and the 
operatior ?f the home. 

47 per cent said that they would cut d01m on food 
.32 per cent said that they would cut d01m an clothing. 

Women ot the' upper middle clue ware part1.cularlY prone to thinlc in 

t.el'lU of reducing household overhead. The t~ of adjliat.ent aantianed 1n-

eluded moving to smaller or cheaper quarters, making less uaa of such 

utilities ae the telephone, forgetting about property improv.aent for the 

duration, and•sm1ss1nc servants. 

Women in all econc:wd.c groups thought of cutting expendi tiiNa for 

food as a way of adjusting to roduced purchasing panr, although, aa ie 

natural, flll'lll waoen saw fner possibilities in this direction than did 

residents of cities. All woaen in the Slllple were asked wbat 1~ of 

food they would cut dCIIIll on it they had to reduce their food budpt b7 a 

third. Two women in three said that they would {ti.Ye tbeir faaild.es leae 

aeat, less expansive meat, or both. Daeaerte were the it. next aoat 

frequent~ eentioned, w1 th beverages third. The ~r of wcaau who Aid 

they would reduce their ~roh&ses of dairy producte, t:ruite and Yeptables 

was more than balanced by the nuaber who said u..., would ~ aora of 

these produote as substitutes for -t and desserts. 
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All - 1n the -.ple _.. al8o uked wbat. cbupe ~ -u .a 

1! thq bad to cut their own cloth1n& budcet by a th1l"d. Tbine111 per cent 

,..~ thie u an ~ble tuk. ot thoee 'lbo -.t the q.etia, 

two-thil"dd Mid that the7 would ~ f-, rather thul cheaper, olothee. 

tt AD7 general reduction 1n purchastnc powr 1e actaallT aperi-ed 

1n the ;yean S..ed1atel7 &bead, it 1e 11110h 1t0re 11Dl7 to oocur ae a I'NIIl.t 

ot a IIJ'&dual. 1ncreaae in price than u a reeult of a precipitate drop 1n 

inc011e. Tbl broad pattern ot adjuatunt to such a reduction 11 not l1Dl7 

to correapoad to people'• an.....n to tbe I:ITPothetical ~ian about banD~ 

their dollar income cut <lie-third. The ~ to the 1t0re epecUic ...­

tione, bolrner, ~be auaestin ot the type ot chance• 1n •J>IIII11nl babita 

which 1l'1ll take place 1! arw:l when faa117 1nccme d1w1 nhb ... 

TREATHEitT OF THE ARREST OF NEGRO CULTISTS 

Tbe treat.Mnt by certain nenpapers of the recent erreet ot 84 IIICrO 

cultbte in Chic&&o Uluatrates the wq 1n which ~•enwt ac-11• 'MT 

tmr1tt1Dgl7 contribute to the diltortion ot n-. Ill th1e cue a rather 

trirtal affair was presented 1n such a tuhton a1 to agra-..te crouP 

. 
1'be people arrested are aaid to be s1Jiple11nded, neurotic, DOt to 

aq psr-hotic 1nclirtdual.l, ..q of whoa thouc}lt that tbe7 could ende tbe 

draft b7 the naive expedient of claiatnC to be cit11- ot Arabia and 

&i'f'iDg ~ln• tantaetic -·· A. recent etudT b7 t11o lmt:•ereit.T ot 

Chioqo anthropologiete of the very croup ot people involved 1Jidfoatae t.bat 

t.bq ere predoainantl7 under-priYile&ed and truatrated 1ndividuall, Mll7 

ot th• z..pl07ed and un..plQT&ble, and, 1n &ll'leral, Jrtcjll7 -table. 
- 1$ -
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'!bllr wn ' a a ot tiii'M ·~~ ollltat the r-ae *"' t ot 
ltbiopia, the !.-ple ot lalaa, ud the Bi'otherbood ot ~ tor t.be 

Blllok hople ot AMJ1.oa, Alt.boalla theM olllta llllbiUoa~ cJ.aja a •••­

abip ot 4,000,000 to 6,000,000 ~t n.s.ata ot ~ Necro lite 

doubt \>bat tile)' 110t'll&ll;f baft 20,000 a•"••• 

!beee nlta were Hn!cwd 1A ott1c1al ata~t 011 the arreata witb 

the Blllok Dn&on Soole~ ot Ja.pa, OJ'Iil""ed bT llajor Satakata Ttlrehubi 

ot tbe Japu~aae lllperial Iiltal.l1«111C• in 19)0. It _. thia cbar&e which 

-·•~ liWD ha1 Hne attet1011 1A •- unapapen. ,_.,aste wu put on tJle 

tact that tbe detaDd.eDte _.. K-erce•, rather than 011 the tact lbat tbq 

nre on.okpota. !hue the effort. ot a t• arratlc 1Dd1Yidual.e to nade 

t.be dntt .. preNDted u part ot a .JapaDMe-iAepired plot to alieoate the 

llep'o .. !rca their tellG~J aarie&DII. And Nevo .. , 1._ .. 111pl.1ed, were 

particular~ euceptible to the racial propapnda ot the Japan- bacall8e 

ot their pll.1h11.1t:r aDd eupvwtltlA:>o-••· 

Tb1a tr.~t ot tbe attair pro't'ided eejeun1t.J.on tor prejudiced 

wbitae eo wre al1'Nd;r 1Dcl1Decl to clUpan&e tbe patr1ot1aa ot liep'oea, 

and U'01IMCl irritatloa ad r-taeot a-. Nesro-J 1n abort, it qp-aftted 

a cleaft&e wb1ch 1a aJ.reaq ntt1o1ctl;r eerioue to band:loap the war effort. 

!be 1nc14ct WldereoOI'N the Deed tor on npeniaioa ot tbe rel.euea ot 
MC111'1t:r &111101•, '10 tbat ad.eqate attlllt1oa c&D be &bill to tbe :lnterpre­

tetioo ~ to be put ~ - aDd tba ial*lt it .q baft upoa •arioue 
IJOIIpa 1A tba populat1oa, 

FUEL OIL 

Pabl1o ccmtaioo Clll the hal ciu eitaatiCIIl u a 'llbole baa belli agraftted 
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b7 e,ppuw~~ oontuotillc ottioial ficurN an ~ probable eise ot tile 

lbortoap thU 'lllnt.er. On A\lCllllt 2$, Deput7 1'-trolelllll Coordinator 11a1J1b r. 

Darl11 a4Y1Mcl o-. to upect a 2S% cut 1n IIOn&l •-t.rtcted" 

~te. Tbe - f!cure wu a basis f or later etat.cta on t.be 

eubject by Pr .. ident Roos8'1elt (Septeaber l), Secretar7 Ick .. (S.ptea'bll' 10) 

and Donald Mellon (September lS). On Septeaber 2$, OPA deput7 hul 11. 

o•x-r,. -ed that ration1Jic of tuel oU would be geared to a )) 1/3 

per cent r.tuction of normal consumption, "'which Will be equi'talent to a 

2S per cent reduction 1n lut ;rear• a consumption. Thia reaulte t ra. the 

fact that last w1nter •• IIIIWiuall;r 'AZ'II. • lleamo!l1le1 t.bere bla 'bMD at 

l .. t aa. eta~t b7 a etete ottioial (Governor Saltonatall of llaiN.Cb•­

Httl) that Walh1.llcton !!cures are too opt1a1atic, and tblt tile lhortage 

,., be as IIIICh u SO per cant (wek of Sept•ber 1.4, reported 1n the Boatllll 

pre .. ). 

ENEMY PROPAGANDA 

THE AXIS SPEAKS 

BitlC"'I 1peecb of S.ptalber ) 0 endol'Ha prl't'ioua 1nd1oa­

tiona tblt Oei'IIUl declarations of strateu bin 'becoeoe 

pn..r11,y cS.fenain. New dr1Yel according to Oerun spoke- will be looal 

and 11a1ted relatin t o the great detenlin tront1, md the •Jor energiu ot 

tile Beich will be cUrected tollard tile exploitation and organilation of her 

CODilUIItl. 1'h1a .Uitar7 line tiea 1n neatl7 wit.b the 1ntena1t1cation ot 

1ntenlal. propacanda to tbe effect that •a.~ 11 fighting to detiDil itl 

lite.• -ror tbia 7e&r w han prepared a YIT7 st.ple procraa,• 1q1 Kitllr. 

•rn the firat place IIDiier all circiiiUtances w IIUit hold whatner au~t be beld. 
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That 18 to N1o we .uat let tl!. othera attack u IIUOh &I tbe7 •Ub ~I' 

.. b.ve no intention to advance. We IIUit hold IYII')'tbin& and auat wait to 

aee who til'ea aooneat. In the second place .. auat attack 1lllller all 

cirouutancee where attack 1a neceeii&J'7 ••• We 11'111 ne'f'er and in no oiro­

stancea capitulate.• There are no etate.enta in the apeech 'IIIIich can be 

interpreted as peace teelera. The Nazis have alread;r tried peace feelere 

eoae .. eke ago and apparent)¥ concluded that thq -.zoe inopportune. Thq 

possib)¥ hope now to make their conctuests impregnable and gradual~ force 

upon En&land and the United States a realisation of the futUit7 of con­

t1nuina the war. 

The aeeond ann1nrsV)' of the Tripartite Pact t'anl1abed en occuiCII 

for a political ottenein intended in large IDIUure to llinWse Allerica•e 

role in the war. Von Ribbentrop admitted expic1t)¥ that the priJI&rr object 

of the pact had been "to prevent this European war ••• trom developina into a 

world conflict and the consactuent prolongation of boetillties b7 the entr,. 

of the United States of America.• .t. priJia.ey uncler~ thse of the IJIMCh 

was that Al:ler1can streogth cannot affect the outca- of the 'lllll". Jtaet &I 

the original pact was intended to Jrigbten the United States out of w.r, 

this anniversary furnished an occasion to llinimize the e1gn1f1cance of OlD' 

activity now that ,.. are in the li&J'. 

Ribb<lntrop'e concluding r.-rke were directed epec1f1call7 at the 

United States. •Secure in ••11'7 respect, l!m'ope and the Far But are 

holdina a strong position and • a•.itina Mr. Roosevelt, who froa tboiiiiDdl 

ot adlee across two oceana intends to conquer theae two worlds without ehipe, 

Without seasoned troops, Without etrategic beeea, Without experience, and 

1<1 thout 11&1\Y othar thizl&e. We ottan feel ae 1t thue ideaa -.zoe born not of 

l'Maon, but of incipient ll&dneas.• 
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Contrastin& with the 0real.iat1c• and expedientW tone of Ribbentrop•e 

speech Count Ciano conoct.rat«< upon the aora.L character ot Tripartite war 

aiu. The Tripartite 1e fighting to aa~ •a new order of tbince, inttnded 

to prc.ote the ... U-beiJI&, the etebWtT, and the eeeur1t7 ot people•" 

apinst the 111101\opolies• ot the •plutocrat" power• and the •barbaril!lll ot 

Bolehe\1.11111. • Japan through PriM lliniatar Togo and Fore101 111n1eter Tani 

celebrated the anniversary with generalities about Tripartite and Japanese 

strength and virtue. The leaders ot the various puppet regimos also joined 

in the output ot anniversary speeches. 

liEN DELL Ill LLK IE ON THE SECOND FRONT 

Axi.s propagandists atta;pt to use W1llkie' 11 stat.aMnt on U\e second 

front to l.alpl-nt their wedge-driving. They report that nllkie Hfealed 

he would bring froa Russia •a atory ot U\e sroorina disappointm.tt ana 

dissatilltaction over the failure of the u. s. and Britain to establish a 

seoond front.• His •aclcnowledpent •• • of Soviet Russil '• discontent O'l'&r 

the question ot a eecond front in Europe has resulted in hsated cl.iecueaiona 

in .lnglo-AIIerican political circles. • London newapapers han received n.., 

iaj)etua in their criticilllll of U\e gO'I'erm:lent, alleges U\e Axis, while Anclo­

.AIIerican ofticiall are ind.1an&Dt over Will.kie•s lack or diplCIII&tio tact. 

Axis domeetic news anal73ts tclllld •eubstantW acre-t between the 

WUlldtt and Ribbent.rop opi.nions• on conditions in Russia (a tindinc which 

W&ll broadcast to the world) . They interpreted Attlee ' s epaech in Canada as 

a forced replJ to WUllde troa a aan who needed •public prodding• • Radio 

Pu-le gin• emphaeis to an AXis rumor that Stalin .a¥ recall Litvino'f'. Stalin 

1e nppotted to be angry over del.a7 ot the eeeond tront. 
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