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TREASURY DEPARTMENT 

W.uHINGTOH 

January 11, 1943. 

JODIOJUNDtJ)( FOR THE SECRETARY 1 

I told rou thla IIOrning that )fr. Odegud had 

gone to the Coaat for a conference with Keasra . 

Skouraa and Nesbitt about the Treaaurr Department 

motion picture. 

)fr . Odegard juet now (lla16 a.m.) phoned me 

from Amherst, saring that he had managed to eee 

Nesbitt in New York, and that hli proposed trip to 

the Coaet ia therefore not neoeeearr. He will be 

in Washington to-morrow morning. 

I have called the meeting which rou suggested, 

for Thuredar afternoon at 2:30. 

v 

1 
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TREASURY DEPARTMENT 
PAOCUitiMIHT DMIIOH 

WASHINGTON 
January 11, 1943 

J:KMORA.ND\JJI~ TO THE SECRETARY: (Personal) 

2 

Your association with the Byrd Committee prompts this 
memorandum to outline a ~ropoeal for a regional organization 
for all Government agenc1ea in the field service and a cen­
t ralization at such regional headquarters of service facili 
speci fically accounting, disbursing, GAO audit, procurement 
and personnel. This proposal represents a consolidation of 
many viewpoints which I have been developing because of my 
interest 1n the conservation of office equipment and facilities. 

i ll agencies of the Government , irrespective of their 
operations, have a col!llllon need for accounting, disbursing, 
personnel, and procurement. Approximately four -fifths of 
the Federal employees are located in the field; to a large 
extent, each agency has established ita field organization 
inde~endently of other Government agencies and frequently 
obta1ne office space and facilities without regard to the 
location of other Federal agencies. Similarl y there is 
little standardization with regard to service functions 
which represent a substantial proportion of administrative 
activities. In New Orleans, for example , there are Federal 
agencies located at some forty different addresses, exclusiTe 
of Post Offices and military branches, and there, as elsewhere, 
the regional areas of the different agencies overlap. 

~ thought is simply this, that the Byrd Committee, 
working in conjunction with a committee of t he executive de­
partments and agencies, make studies concerning the estab­
lishment of Federal districts whi ch will be applicable to 
all agencies; that the headquarters of Federal agencies for 
each district be located in the same city and as far as 
possible in a single building . It would then be possible 
to centralize and consolidate in each district headquarters 
city the necessary accounting, disbursing, GAO audit , pro­
curement, and personnel service functions for each district. 

Regraded Unclassified



- 2- 3 

There would be substantial savings in personnel and greatly 
increased effici encies in operation because of possible 
streamlining. In fact I consider that this plan has greater 
possibilities for more savings and better administration 
than any other approach. 

MY preliminary thinking i s to conserve office equipment 
which ia becoming more critical each day but the moat direct 
approach is through consolidation of service functions. !part 
from the management advantages in utilizing personnel to the 
utmost, there would be a baaia for the better use and upkeep 
of the vast quanti Ues of equipment now owned by the field 
agencies and there would be a conservation of space through 
having a consolidation of inactive files in a common location 
(files now require from 1/4 to 1/3 of desirable and expensive 
personnel space); likewise there would be a savings in utility 
services. Aa an illustration, a co&bination of all Federal 
agencies for a given district in a si~le building within a 
headquarters city such aa the Merchand1ae Mart in Chicago or 
the Empire State Building in New York City would permit the 
use of the least desi rable apace for the pooling of equipment 
for duplicating, photostating·, etc., also for a commo!' file 
apace and a single common supply room to eliminate numerous 
separate inventories and coordination ol personnel functions 
so as to a.void competition between the agencies . The advantages 
of having the accounting, disbursing, and GAO function• for 
each district would be the speeding up of Government business 
and elimination of Washington approval on routine matter• 
which ie now required to a very large extent. Title to Govern­
ment property could be held by a single agency, for example 
the PUblic Buildings Administration, which would avoid the 
necessity of each agency moving i ta equipment .and furniture 
each tiae there ia a transfer with resulting delay and expense. 
! t the present time each agenoy has title to ita property in 
the District of Columbia and in the field service where private 
apace ia used but in Federal buildings the custodians have 
control. This could be standardized to advantage. 

I feel very strongly that this ia a real opportunity to 
effect substantial economies, to streamline the adminietrative 
procedure, avoid duplication, and develop effective coordination 
among all Government agencies. 

·~~ 
lllJ·B. ~ck 
r of Procurement 
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TREASURY DEPARTMENT 

INnft.O~ COMMUNICATION 

To Seoretarr Morgenthau 

•- Randolph Paul 

DATa Januar7 ll, 1943 

~~t to 70ur teleph~n• euggeetion 
when I was iu New York laet ••k, I arranged appoint..nh 
for t odq with Chairaan Dough ton of the WaJ• and Keane 
Cooaittee and Chairaan George of the Senate Finance 
C~ttee with the thought in atnd that I ehould r.o mloate 
to thea 70ur attitude on the Budget meaaage with particular 
reference to how JOU had supported JOur agreement with 
tha that the Budget aeaaage ahould be general and lhould 
aai:e no epeoitio euggeation• ae to a tai prograa. I eaw 
Chairaan Dougbton at 9:30 .l. )(., and epent about thr"­
quartere of an hour with hia. Later, at about 10:20, 
I eaw Chairaan George and epent about the liM period of 
time wi th him. 'l'hh ~~~emorandua h intended ae a report 
of theee conference•· 

1. !be f irat itaa of oonnrntion with 
ChaiNan Doul!bton waa the Oron1 report •IntugonrDMntal 
Fieoal Relatione•. I took with • a lettu to the Cheir.an 
signed b7 Dan Bell a• .lotlnf Secretary, COPT of whioh i1 
attaobed hereto as Exhibit 1•. The Cbairaan and I 
brieflT. diaou11ed the aoope and reo~dationa of thil 
report. I aade it clear t o the Cbairaen that the 
reo-ndatione were not rreaaurr reo-ndatione. I 
gave bia a few exaaplee of reooa.endation• aDd &eked for 
bh ooopera~on in fettiug the doouaellt (about 700 page• ) 
publi1hed as an off oial publication. 'l'be Chair.an proaieed 
ooop1ration. 

2. I then eaid thet I bad one or two otblr 
thtnp to diaou81 w1 tb the Cheiraan aDd be interrupted 
• t o aa:r that he W~~uld lib to dieou11 with • the Ral 
plan. There then f ollowed a oondderable dieouaaion of 
that plan. The Chairaan said that be waa against the 
prinolple of the plan, but it had acquired euoh aoaentua 

/ 
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that he thought we would have a hard time to resist it. 
I said the aite~atiYee were complete reaiatance, coaplete 
e.oquieaence or some lliddle~Ulld. I suggested the 
middle grOUlld and s eoitic suggested a lan wberebr 
the noru.l tu: and fhe first re.obt of surfe.x, or 19%, 
would be torg1Yen tor 1942 and that 10.. reasonable 
defer~~~tnt would be arranged tor the balance of the tu: 
llabilitr in the cue of hiidl-bracbt t&xpf.7ere. 'l'hie 
scheme would be coupled witli ney high collection at 
scuroe. The Chair.e.n did not co.ait hi .. elt on the idea 
but seemed reasonably taYorablr inclined. He asked that 

· I discuss the plan with Staa and asked that attar I 
dhcueaed the ple.n with st .. that he and Chairaan George 
and I should get together eoae enning tor a further 
dhcueeion. 

s. I then •nt further with the Chairan 
wi th the suggestion that 1943 retwnue legislation be 
separated into two parte - one part to consist ot a 
modified Rial plan and high collection at source, and 
(it rou should agr .. with the idea) tubstantial co.pultor, 
ening, llhich itaat should be dealt with ~diats1T so 
that collection at the. source could be started at a high 
rate berl.nning with April 1, 19~. The Chairaan ..... a: 
to thiu wll ot thie suggestion and tuggeeted that w 
should uke it the subject of our enning conference. 

'· I then dbou .. ed 111 th Chair.~~~ Dough. ton 
the Budget •ssar· I told h1a how the Budget h&a 
pruented a drat MBiage to Ul the week before last, 
following which it had bean indicated to ut on Saturde.T 
that no further pollcr suggestion• would be peraieaible. 
I then told h1a how we had al8eabled in the 'l'reaaurr on 
Sundar to prepare a •tift letter troa rou to the President. 
I did not Ill ow the Cl1t.u-n the · letter, but I did tell 
him eo• ot the pointe •d• in the letter, and I did tell 
h1a particularlT the point that J'Oil felt •ral~ obliged 
to .tand bT ;rour acre-nt with h1a that the Buifpt 
•aaage should be general and not tpecitic. 

J.t thil 'DOint the Chainan taid "Now let M 
tell rou ecaething'. Be then told how the Pruident had 

6 

( 
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c~lled hia into conference l ast Tuesday with Senator 
George on the Budget ~~ese~r· They had been routed, 
since the Preaident wae no read7 When the Chair.en 
arrind, throup Juatice Bpnee' office, end the thrae 
of thea later aaw the President. 1ccol'ding to Cht.1r..n 
Doupton, they diacuaeed 1;he Budget Mae&ge end aneral 
auggeationa were a&de by Chail"UUl Doughten. One of 
theee auggeetiona, Which the Preeident accepted, waa 
the language 1D the last paragraph: 

•I ahall be happy to meet with the 
appropriate cOJaitteee of the Congress at 
1JJ:f md all t baee ill regud to the •thode 
by 'llhlch they Jj!pose to attaill the 
objeotina out ed 1D thia Mueage. • 
are at one ill our deaire quickly· to wiD 
thh w.r md to aT01d paaaiDs on to tuture 
generation• 110re thm their luat ahare of 
ite eacrificee and burdena.• 

Chail"UUl Doupton thought that thh wae wry tacttul 
lenguage and would do a great deal to help relations with 
Congre11. 

'l'he ChairMn end I then d1aou11ed r.ur illneu 
and he exprellfd oouiderable concern &DAl f1' endly 
attitude tow.M you. Altogether hie attitude waa one 
of nry oondderable fl'lerulHneaa, both to-.rd JOU and 
the Traaeury. I aeked hba the attitude of the Go.ldttee 
toftl'd the next tax bill and he eaid that it wae quite 
good; ob'riouely there were one or two Mabere who llipt 
oau11 trouble. ( I tlWLit he had in aind partioularl;r 
D1ane7-) Inoldentall7, he eald that the new War• and Ke&DI 
Co.aittee had been enti relY ohoeen; the e&M ratio of 
fifteen n..oorate and ten kepublioane had been .alntaiDed, 
and he ..utioued the n&MI of the additional n..oorata. 

5. FI'Oa Cha1rMn Douibton' 1 office I -t 
tp aee SIDitor George. Be nry '"kindly r outed • 1D ahead 
of rq rellular appolliblent tiM and ahead of a nobel' of 
other oallere. I told hba that I had jutt aeen Chaira&n 

7 
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Doughten. I repeated what I had aaid to Chail'II&D 
Dough t on, particularly with reference to the Rual plan 
and oolleotion at the aouroe and Chail'II&D George add 
that he approved. of the idea of a preliaiDar,r meetiug 
between Staa and me, which would be an nening ueting 
between Stu and a1 1111d Doughten and George. I think 
I began thia ueti.Dg aa I had beg\Ul the one with Chail'll&ll 
Dou&iiton b7 dhouaaing the Grona report. He thought 
the report should be publi~ed and eaid he would take 
the "laboring oar• to have iaeled in the Senate a Joint 
Resolutioa tor the publioat on of the report. 

6. Cha11'11&D George then diacuued at aOM 
length 7our personal situation and indicat ed that he 
had a dieouaaion.of 70ur personal aituation with the 
President on the preTioue TUeada7. I told JOU toaa, 
over the telephone What he aaid t he President had told 
hilt, I think hie diacueaion on thia point waa quit. 
tran'lc. 

7. Chairaan George did not oolllll1i t himaelt 
on aDf of the tax points under diaouaaion, but he did · 
aak one aigaiticant question. Whan I spoke about 19% 
forginneaa tor 1942, he asked whether w. meant to , take 
it all the W&f up the line to the big i.Dooua. I said 
we d.id, and he seemed pleaeed that we wre not liD.i ting 
the torg1venua at eo• points 'lilere forgiveneaa got 
high. 

8 

8. I then brought into the connraat1on one 
o! t he real points o! rq Tia1t to George - JOlll' attltude 
toward the Budget •••age. I t old hia prett7 moh What 
I had t old ChaU..U. Doughten. He then replied .in What 
I thought •• a mch more candid •7 b7 l&)'ing that he 1 
and Chili'II&D Doughten and Jutloe B)'l'Dea had aeen the 
Pruident the preTioua TUeadaf and that the President had. 
told hia all about fOUl' letter proteati~6 against the 
draft . The Senator ...... a quite general.l7 familiar with 
fOUl' letter, the contents of Whioli I had not revealed 
in detail. He spoke about hning stopped wlth the 
President alter Chalraan Doughten and Justice B.yrnes 
had left (on another utter) eo that I ua not entirel)' 
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IUJ't that thia diacu11ion did not occUl' after the 
othera had lett. !bia aA7 explain Doughton'a proftaaed 
ignorance of the letter. 1t aar r&te, the Preaidaat 
had &FP&l'tntl7 tull7 diaCUIIId 7f1V lett•r with Ch&ir..n 
George and had told hia that the letter had opened hia 
erea to the fact that there ... not agre..ant in the 
lxecutiYe Dep&l't.ente on the tax bill. 

9. 'l'he next it .. in ., conwraation with 
Senator George •• tha $25,000 llJdt&tloa. 1t thia point 
he appeared 110re !Piendq thta I had felt h1a to be in 
&Q1 prniOUI COnYire&tiOJa 1lbiD M alllted - for ., 
Yiewe on thia lialtatloa. 'Be atated hie 01111 Yin that 
the lialtation ... ••t iDUnaable for a liberal 
gon~nt Iince it peaalliiCl earned incc.a and did not 
touch unearned inc-. I told the Senator quite fl'tollkl7 
that I aaw no excuse for thia diaorlalnation but that 
eYeD without the diacrialnation the ide& of a $25,000 
abeolute llaltatlon introduced YIPf 111'1ona adain1atr&t1n 

probl-. I frukl7 indicated that •- of the beat 
Bureau men were being detailed to work on the liaitation 
progr .. and that in ., own pereonal Yilw (thb not baing 
neceaaarilr the 'lr&&eurr rln) the onl7 praotioal -., 
to handle the situation -- an inorea11 of the IUJ'tax 
ratea Which would aoco.pllah a praotioal lialtation and 
Wbioh would be adainhtered u p&l't of the re&\ll&l' 
inoOM tax. I gathered the ~reaaion that tU Senator 
would be willlng aa a oo.pi'OIIiee to take e- inorea11 
ot IUJ'tax rat11 in order to get rid of the niatinc 
altuatlon. 

Senator Georp expreaaed hialelt ae ba1q 
pussled u to ~ Juetlce Bfl'D•• had fallen in 10 re&dilr 
with the $26,000 llaltation. I explained to the Senator 
that Juetioe llfl'DII had o- into thia plotUl'e •-11b&t 
later and that the aarb atagea of the clenlo~~Mnt of 
the $26,000 liaitatlon had been h&Ddled b7 Juap Ro11a&n 

and others. 

I gathered the t.preaaion that Sanator George 
waa Yll'f pleaaed with rour attitude and the attitude of 

9 
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the TNa•Ul'7 at the ~t and that he felt extraeq 
hortul thAt 10M pt'Ogi'Ul for earq 19'8 aight be worked 
ou in cooperation between the TreaiQl'f ana the Cpngreaa. 

10. I had l1moh with CODCI'eu-.a flow Carlaoa 
ot Ianeaa who haa introcluoed a a.J. plaa whioh will be 
up in debate toda7 tor a lildtea perlo4 of tw.nt.r JdDutee 
in the Houae of RepreetDtathu. I pointed out to Carbon 
that hia plaa did not ocmtain QT oolDMition at eOIU'Oe 
•ohaDJ.m and he said that he realised thh defioi11107 
and ureq •ant to get the aubJeot atartea in dieouuion. 

In the colU'ae of rq lUDOheon wi tk Carbon at 

10 

the Houae reetawoaat, I ran into Di1D17 of Ckleh , 

KoGl'UIJlll'f of l'nn.eJ'lftllia, and other--. •• of the ... e. 
Carlloa waa Tel'J trlell417 in intl'Odlaoiq • to pnotloall7 
all of the an llabere of the Wqe and ilaae c-1. ttee. 
I had a pleaaant brief diecuuion with eaoh ODI of thea. 

ll. I had a ooatuance i-diatelr after l1m0h 
with Carbon at the 1Jal'c111&n Parle Hotel with lo]m llaala, 
CheaT& Cowden, eo.e repreeentat1Yia of the lational 
.leeocia tiOD of Kanutaoturera aad 'nbworth J.bori. I 
diaou11ed with tha flU'thel' a r.neral o~roaiae plaa, 
partioularq inTolrlug a Mdif ad a.J. pl.Ua and heav 
collection at the aolU'Oe. l o oonoluaiona were reaohea 
at thia coaterenoe. 

12. Late thia attePDOOD I atteDded a oooktail 
party ghu 117 liP. lu.tioe ~ at hil a~t at 
the ••hiqtoa llotel. In the oOUI'Ie of thla •etf.Jag, 
li&J'old a.ilh Cl'abbed- ana dill01llled at ... length_ 
with • hia N&Otion to the Blldpt ••aap. GeaeftllT 
the reaction •• the .... aa I Jwl prerlouq heari tr• 
hia to the effect that the relatiou betw.en the TNU1U7 
and the Bladpt had WOI'Ud out YII'J' ullfortuuteq Oil thi1 
Buclf:t .... .,.. I ••tb Uatened ·with the general 
at& ... t to the effect that the 'llhole lituation aa Yll'J 
uatortuute. Saith ngpatea that we pt together at aa 
earq date 10 &I to &Told thia IOI't of thillg in the flature. 

311. In the aiddle of thh attei'I&Ooa, Ill'. 
Garharit Cola called OD • w1 th l'lapeot to the laat 
pal'foll't.ph of lilT recent - te Mr. Bell, which JOU will 
r-.ber •• fOnaried to the heaU.t. Cola did not 
appear to mow that tha - ud lOili t o the Pl'eaident 
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but he pro!eaaed to be TePJ perturbed at t he atat ... at 
in this last paragraph about hla 11hreprt1entatioaa about 
the attitude o! othar ageno1ea. I toli hill that· I hal 
not aoouaed hill o! dtll'berate ll1erepruentat1oaa1 bat 
that I had urel7 aaid tha~ othtr agenoi11 did not agrtt 
with hill. We left the •thr with the thouabt that 
nothinf more ahould be done oa th11 point alnoe 8111 th ftl 
not go ng to !ire hill beoauae o! 11J 1tat...uta. 

/(~. (!· 
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JUU&l'7 11, 1943 · 

111 dear s .... tera 

You will recall that ia Juao, 1941, tho Soeretar7 of 
the Troaaur7 ieaicaatea a apeoial ...-ittee to roexa.iae 
the probl• of Febral-State-looal fhoal rolatiou, Stlld.T 
giTen the aubjoot b7 the Depart.eat oTor a porioi"of 1 

aeTeral 11ara 1ni1oatea that tho 1acreaaing pressure oa 
tho .... IOUl'OOI of rtTODUI b7 Federal ana State GoTera..ato 
•de thia probl• oae of •jor illportaaoe. It waa oloar 
that a Tigoroua aad oa.prohenaiTo iaquir{ waa oalloi for b7 
a ataff frooa froa all other rtlpou!bil tiu withia tu 
Depart.eat • 

.loooriingl7, a aall taporar;y ruoaroh otaff no 
aulllblod ua4or tho dirootioa of Dr. Luther )(, Guliok, 
Dirootor of the Iaotitato of Publie Alel•lotratioa, Dr. 

Harold)(, Grwreo, Profeooor of looaoeioo at tho UliToroit;y 
of Wiooouia aad a fo,._.r ..abor of tho Wioooaoia Tax c..­
eiuion, aJUl Dr. Mabel 1-r, Profonor of leoaoeioo at 
Vauar Collogo. Tho project wa• fiaueoi 1a part b7 opooial 
fuado proYidod for thio parpoao b7 tu Congr•••· T\o 
InotitUto of Pablio JjpiDiotratioa proYidod tuado to oarr7 
througb ouoh parte of tho work ao ooula aot appropriatol7 
be fiaueoi bJ Federal fuadl. 

Tho report of th11 COPidttoo hao rooeatl7 beoa oubeittoa 
to tu Soorot&rf of tho Tre&IUI'7· 11h.ilo thil •tlld.T _. eaio 
w1 th1a tho Tr•UUI'T aad with tho oooporatioa of rupouiblo 
offiooro of tho Troaour.r, ito findiago aad roo ... eadatioao 
are thooo ot tho ~ttoo 11114 do ut aooonari17 rotleot 
tho Tin~ of tho troa•Ul'T Depart.at. 

Th11 report 11 aa 1eportaat ooatribution to the probloe 
of iatorgoTe!'DPIDt&l fioeal rolatiou aa4 bring• together a 
bo~ of ovront infor.tioa whioh will bo helpful to elllbora 
of Cengro11 aad to othor1 ooaooraod with probl.,. of Federal­

State-local fhoal rolatiou. For thil reaoon, TOU "1 
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wish to oonaider the desirability of arrangi~ for the 
publioation of this report aa a Congressional document. 
It would oomprise an approximatel7 700-paga printed 
doclllllent. 

I am addressing a similar communication to the 
Chail'IUJl of the Wa7s and lleana COJaittee of the House of 
RepresentatiYea. 

SiDoerel7 70ura, 

(Signed) D. W. Bell 

!oting Seoretar7 of the Treasur7 

Honorable Walter F. George 
United St~tea Senate 
Waahingtoa, D. c. 

• 
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)(y dear Kr. Dougb.ton: 

You will reoall that in Juae, 1941,. the Secret:!{ of 
the Treaaur;r deaignated a apecial committee to reex ne 
the problem of Federal-State-local fiacal relationa . Stud;r 
giYen the eubject b7 the Department oYer a period of 
aeYeral Jeare indicated that the increaeing pressure on 
the eame aourcea of reYenuo b;r Federal ana State GoYeru.enta 
made this pro bl .. one of ujor illportance. It was clear 
that a rlgoroua and c0111preheuin inquir;r ns called. for b;r 
a staff freed from all other reeponaibilitiea within the 
Department • 

.lccordingl;r, a -n tmporar7 research etatf na 
assembled under the direction of Dr. Luther K. Guliok, 
Director of the Institute of Public .ldmiDistration, Dr. 
Harold K. GroYee, Profeseor of !oonomioe at the UniYerai t;r 
of Wiaoonai n and a former member of the Wiaoonein Tax Com­
minion, and Dr. llabel Newcomer, Profenor of !oonoaioa at 
Vaeaar Coll ege. The project na financed iD part b;r epecial 
funda pronaod for thla purpoae by the Congreea. The 
Inatituto of Public .ldmiDiatration proYided funda to carr;r 
through auoh parta of the work ae oould not appropriatel;r 
bo fiD&noed by Federal tuaaa. 

fbo report of thia Co.aitteo haa rocentl;r been au~tted 
to the Sooretar;r of the 'l'rouur;r. While thh atud;r na -.de 
within the froaaur;r and with the cooperation of reeponaible 
offioora of tho 'l'roaaur;r, ita findia£a and reco.~endationa 
are thoao of the ea..itteo 1nd do no{ noceaearil;r reflect 
the Tine of tho Treaaur;r Departaent. 

!hia report i a an laportant contribution to the problem 
of intergoYernmental fiscal relation• and bringa together a 
bod;r of current information which will be helpful to aembera 
of Congreas and to othera oonoerned with problema of Federal­
State-local fiscal relations . For ~hia reaa~n, ;rou ma;r 
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wish to consider the deairabilit7 of arrangiug for the 
publication of this report as a Congressional document . 
It would comprise an approximattlJ 700-page printed 
document. 

I am addreuiug a similar coJBUnication to the 
Chairman of the Committee on Finance of the United Statea 
Senate . 

Sincertl7 ,oura, 

(Sicned) D. W. Bell 

ictiug Seoret~ of the Treaaur, 

Honorable Robert L. Doughten 
Chairman of the Wa71 and Keana Co.U the 
House of RepreaentatiTea 
Washington, D. c. 

15 
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TREASURY 0EPARTMI!:NT 

Washing ton. 

Januaey ll, 1943 . 

~ dear llr. Secretary: 

In accordance with :your requooat of Jamary 8th I - C~Clod~~& 
ha...with two -rand&. '!'be firtlt ecmtaiM a propoeecl draft of 
laglal&U cm to relil!ft the .. tataa of IIIIJibera of the ar.od fore• 
wbo diecl u a reaul t of act.i.,. aerrica. '!'be a.coad ia a ,...,_ of 
the tax atat ... of Mllbeno of the ar.od f ore•• 

!he propoaecl 3.eglalation ia not appl'O'fecl 'b7 110'8•lf or 'b7 &ZIT­
one with "'- I b&'"! cliacueecl tba •ttar, Saturda7, Janua17 9th, 
I bad oceuion to talk with Admral carter of t.ha !1P7 aDd Oearal 
carter of tu Arrt;f. lJ> the couraa of 0111' conference tba7 both spoke 
about the Vandenberg art.icla and iDdioat.ecl their diaappl'Oftl of t.ha 
propoeecl t,.pe of relief. I did not diacloaa to e1 tber or thea our 
intareat. in the •t.ter. 

It :rou care far a -rendua atat.ine the cue apiDat tbia 
l eglalatioa, I will be glad to turaiab i t . 

I - al.ao ....,loal:Qc a gallq proof ot t.ba Fedaft.l inca. tAIX 
1ntorat1on to be oet to the - 1JI the 11&"7 'b7 the .....,. ~t • 
.t. aill1lar pa"'F"l•t 1a bei:QC prepuecl f or .,.. 'b7 the war De~· 

.t.a a renlt ot oar -r-• Saturdq witb the J.rwT &Dd tba 

16 

.. ...,., we an to ia..,. a ~ relaue clar1t)o1Dc the tAIX incidmlto 
of allot.ate &Dd f&ld.4 all-no•• In additicm to tb1a we are to 
prepare a brief eta~ aett.ine forth the t.uabillt,- or DOD-taab1lit7 
of t ba pa.rUcv.lar obeclc iBYolwd aDd theae eta~te will be ...:l oaecl 
witb all obMa act oat 'b7 tba ...,.. aDd the 11&"7 for the ~ '­
IIOntba . t111.a ahould ol.arit'J the ai-t~ for the f ewl11• of all 

••rri.o-.t. 
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MEMORANDUM 

January 9, 1943. 

TO: Secretary Morgenthau 

FROM: Mr. Sullivan 

RE: Proposed Legislation Relieving the Estates 
of Members of the Armed Forces from Federal · 
Income Tax Liability. 

The following is a proposed draft of legis­

lation which would relieve the estates of members of 

the armed forces of the United States who die as a 

result of active service performed during the present 

war and who leave surviving them widows, minor 

chi ldren, or dependent relatives : 

•Be it enacted by the Senate 

and the House of Repreeenta~ivee of 

the United States of America in 

Congress assembled, 

That Chapter l of the Internal Revenue 

Code is amended by inserting after 

section 12! the following new section: 

17 
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Sec . 129. Tax Liability in respect of 

Deceased Members of the Armed Forces.-- In the case 

of a member of the military or naval forces of the 

United States who dies as a r esult of active service 

perfo rmed in such forces dur ing the present war and 

who l eaves surviving him a spouse, minor child, or 

any dependent relative, the liabil ity for all Federal 

income taxes attributable to any inco111e received or 

accrued by hi111 during the taxable year in which hie 

death occurs and during any pr eceding taxable year ie 

wholly cancelled. • 

' 
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NAVT DEP.&.II'TMZNT 

BuRUu or SurPLtES AND AccouNTS 
'VA8UlNGTOX, D. c. 

D..,.,...,. 18, lOti. 

FEDERAL INCOME TAX INFORMATION 

1. The followin~ infor01ation, for a_JI pe.raons in the na'·"J Mrvioe, 
rtlatil't! to Fed~nllllK:Ome tax, calendar rear 194~ and Federal Victory 
Tu. cal•nd•r y••r 1843, is published wfth the appro\'11 of the BUI'Olu 
of Jnt.enlal &\•tnue. 

PENALTI:ES 

2. H••"7 ponaltieo oro impcad: 

b) For failure to file return on time. 
r) For l\lbmittiJ~Jr fahle ..tum. !•) For failure to fi le return. 

tl) For wilful failuro to pay lh<ltaz. 

DEFINmONS 

3. "E11rned income" means wa~ salaritt, profe~~~&onal fees, and 
otlu•r l'lmountH received as compensation for profeeaionaJ ae.rvicee: aetu .. 
nlly rendered, but does not include any amount not included in IN_* 
ir1coroc, nor that part of t.lta comptnsation derivod by the taxpayer for 
)X'rtiOnnl tl(lrvices rendered by him to a oorpo•·at ion which represe.nts 
"di.a.tribution of ea•·nittg~ or profits rather than a rea&Onahlo tt1lowanCle 
"' compens"tion for tlte JJ!'r&onnl tie.C"Viees actually rcmdtred. In the 
ease of a tlxpayer engaged in a trade or business in which both pe.1110nal 
*'r'•icet and capital are mnterjal ir~ome producing f·a~tors, a rauonable 
._llowance u compt..ttSAtion for the personal serv1ees actually rendered 
by the tix·pa)-er, oot in ex~ of20 per eentum of hit ahare of then~ 
profi~ of iUW tn.de or busi»efJJS, shall Oe oonsidt..rtld 11 tarned ioootne. 

4, " Eonrod not income" moans the u:...,.ol th<> amount oftheoaml!d 
;,_,., o•'tr tl10 aum of the eaml!d income deductions. If the laz· 
payer's ntt income is not more than $3..000, his entire net iMO&De aball 
be tonsidtrtd to be n.med net income; and if his net ineonlO is more 
than$3,000, hia earmd net inromeshall not beronaidorl!d to be Je.than 
$3,000. In no ... ahaJJ the eamod net.inc:ome be CONickrl!d to be 
n1ore than $14,000. 

5. "Taxable year" moano the c:alondar y .. r, or tho &cal Y"' tndinc 
during auch ealenda.r JHr, upon the biDs of whieb the net ineome 
is eomputtd. WTa.xable year" mtans, in the eue o·f a r.etun1 made 
for a fractional part of a yee..r under the provision• of thlt filet or under 
ftgulsriona proeeribed by the CommiMionor "ith the approvol of tlie 
&tretnry, the period for which such return is mtde. 

G. uFit~eal year" t.ne.ons an lffi)lmling period of lSI n1ontha ending 
on tho lost doy of ony nronth otlr•r than Decembet-

oot&~·.,...a--:.a 

• 
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1. The tenn\ "l"'id or incu~~ and "P"id or ~·&hall be <On· 

ltrutd ac<ordin1 to the mtthocl of OQlODllting upon the buio of which 
the net i,..,.,.. 11 computed. 

8. The IA!nn "trade or businooa" includts the perfonnan .. of the 
fun<tlont of a public ol!ioe. 

Nor&- Nu-•1 lltr"'Inotl • .._ enc•lt'd IDa "'trt.~ or baalneea." 

9. "Ne.t income" meant gross income lea aUowable deductions. 
10. "Dividend~" meana any distribution made by a oorporntlpn to ito 

shartholdc~ v.·hether in money or in otber pro~rty, out of Ita urn .. 
ings or proute, accumulated niter February 28, 1918, or ou~ of the 
ean1ings or pro6to of the tanble year (computed as of the cloee of the 
tax11ble ye~r without diminution by reason of any distribution made 
during tile taxable y .. r) without J"!gard to the llllount of tbe earninp 
and profitoat the time tLe datribution wu made. 

RECORDS AND SPlllCIAL R&TVRHS 

11. E•ery peraon liable for a Federal Inoom. Tax ahall lc .. p ad> 
record.o. rend•r IUd> stat._nts, lllll<e sueh re~ums, and oomply with 
lOCh noltsand rtgulaliona. u the Coaunmioner dt<!ma aullcient to ohow 
whether or not ou<h penon is liable for an income t&L 

ACC0UNT1NG PERIODS 

It The net income aha II be computed on the buia of the tazl"'yer'o 
annual a~unting pt_riod, eithu calendar or fiscaJ year. 

13. Ir tho taxl"'rer h .. no acoounting period, or doeo not lc .. p boob, 
the net income eloall he computed on the baaia of the calendar y.e.r, and 
the oonoputatlon 1hall be rnade in aroordanee with such method u, in 
the opinion of the Commi88ioner, clearly refteets the incomt~. 

14. It a tu:payar, with the approvo.l of the CommiMione.r, change~ 
his Rctounting f>eriod from fiecal year to calendar year, from calendar 
year to fiscal yto:ar, or from ooo fiScal Jt&r to another, the net income 
sh•IJ be oompuled on tho biBle of such new acoounting period. lnaueh 
a cue, I he net ineomo eompu!A!d for the fnetionaJ part of a year ahaiJ 
be plartd on an annual buis. • 

16. If the t.oapayer, with the approV111 of the Commillioner, chon,.. 
tho ba.ia of eomputil\lt net inoo- t._ &cal year to eal•ndar yea~ 

1 
a 

.. l"'ra!A! return ahaU be made for the period between the •'- of 1116 
lut filco I ) ... r for wh~h return wu made and the folio win« Dooember 
81. If thO chanii'O io f.- calendar year to &cal )"Hr! a .. parat.o return 
shall be made for the period bet....., the d-of the ut ealtndar year 
for whioh rteum wu made and the date designated u the cl-of the 
filcol year. If tho chan8'0 is from one &cal rear to IUIOiber lioealyear, 
a ..,parare return ahaU bO made for the period hetwoeo I he •'- of the 
fonner filcolyear and the date dosigna(A!d as the d- of the new 8aeaJ year. 

liLANI: POR.IIs USB» 

16: R.tumo mu~ be made on F onn 1010 ea .. pt in the cu_e of an 
tl~t10n of the Optional tax under pangrap~ 64, when retnru Jl made 
on Fom1 10,0A, with a •tatement u1 either cue that it ia made under 
penahiea for perjur7. 

' I 

I 
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WHO MUST PILB BETUilNS 

17. E .. 17 individual who iuirlgl., or who is married but not living 
with huoband or wife, if having a gt'O'l8 income for the tuableyear of 
$600 or over. 

18. E vor)' indlviduol who is married and living with huoband or 
wife, if no joint return ie made undu paragraph 19 and if-

(o.l Such Individual hu for the tanble year a groee income of 
81,200 or y•·er, and the other spoull<) has no g._ in· 

oome; ('lr r 
(6) Such indtvidual and his spouse each hai for the taxable 
~ year a groee inool116 and the tggre4!:ate gro11 inoome il 

'1,200 or over. 
19. In the caoo of a huoband arid wife living~ the inocme of 

each (even though one hu no gt'O'l8 inco ... oot flu allowable deduc­
tiON and/or uedill) may be included in a single return mada by them 
joint17, in which cue the tu &hall be computed on ag,rrosate net in­
OOIM, and the Jiabilit7 witb roapect to tbe tax &hall be jotnt and OOT..-.1. 

liO. If the tupayu is unable to make his 0'1!11 return, the return aball 
be made by a duly authorized agent or b7 the guardian or otW ~ 
charged with the care of tbe poreon"or property of ouch ~)'Or. 

21. All porenns malting payment to another pereon of tnte.-, 
wagea, rent, etc., of 1600 or more in any taxable year, ahall render a true 
and aoeurate return to the Commisaionu of Internal &•enue, Re­
torno Distribution Seetion, Wasbington1 D. C. (not to the collector), 
on or before February 16 of each year m such form as be may pre­
scribe, .. tUng forth the amount p•id, and tbe name and addt'Oil8 of tlte 
recipitnt, The return shall be ntade on Form 1009

1 
•cC:ompanled b7 

Fornt 1000. Form 1099, however, will not be requtred wilb reti{'OCt 
to )J&ymenta during 1Hc2 to persons in the armed forcea of the Umted 
Sta"'!, or with reopeot to wage p.ymenls in 1943 from which the Vic· 
tory Tax bu been witltbtld. 

EuxrLZ: If a perenn p.ys $ISOO or more rent to the owner he mutt 
aend in the report: &pOrt not n..,..ry if rent it paid to a reaJ. 
eotate agent, u tuch agent is requiftd to file tbe information rotum. 

n.w& FOR FlUNG RETUilNS 

R<tuma made on the baois of the calendar year &hall be 61ed In tho 
olll<o of the collector on or before tbe Uth day of March foUowin~ 
tlooe of the <&lendar yoar, and returns made on the bull ot a I 
year ahaU bo Sled in the Odlce of the oolloetor on or before the lOth 
aar of the third month following the cl<a of the l!ocal yur, unl­
tbe due date ia otherwise utmded or pootponed. 

23. The Commi•iooer of In tunal &.enue ilautboriud to r.:nt a 
reuonable utenaio~ Of't.ime for filing returns under sueh ru M "and ./ 
regulations u he •h.iU P'-ribe with tlie appro .. I of the Seeretary of 
the Tre&8Ury. Except ID the case of t&XJ?tyers who are abroad, appli-
catiOIUJ for extension of time for filing mcorne·tu: n:turna ahoufd be 
odd'-<! to the collector of internal revenue for the district in which 
the tAXpayer filM his returns and must contain a tull recital of the . 
caule8 for delay and no utension for 6lina income-tax returns may 
be granted u preoctibed in'lhis piragraph, for more than I mont111. 

' 

• 

Regraded Unclassified



• 

~ 

tl. In the ..,. of American citizens mridini or !ranting a~ 
including pt.I"'ItlS i.u the milita11 or nanl aervioe on dut1 outaide of the 
t Tnited Stat.., the regulationo 18Bued by tho Burt~u of Internal Be.. 
enue pernlit an tZteneion of time for filing return• of income tu to 
and ind uding the lDtb day of tho si~h month following the doee of 
tho tuoblo year. Speciftc approval ior this .. te,.ion it not req11im 
but in all ouch.,...,. nn aftldovot mull be attached to the retuma atating 
tho unoe of the dolny in filing. Taxpayers who talco advantago of 
thi• extension of timo will be characd with intertSt •t the rate of 6 
poroont por llnnum on the 6rot insfallment of tax from the original 
duo date until pnid. (But ... par. 68.) 

26. The time for filing retunos is further extended by tho provitiono 
of tho oct of March 7, 1942, and tbe J!e,-enue Act of 1942 in tho cue of 
certain individual.. (See par. 68.) 

PLACE FOR PILING RBTURNS 

26. Rcluma and paymwta slaiJ be modo to tho collector for tbe 
ditorict in which it located tbe legal mridence or principal place of 
busi,_ of tbe ptroon malcing tbe rrturn; or if ho hu no 1tga1 ....,;. 
dence or principal plaoe of btisineos in tbo United Stateo, thoO to tbe 
eolltrtnr of intomof revonuo at Baltimore. Md. 

27. Ol!lcoro, tnlitted men and otbor emplo,-- of tbe nan) ao"ice 
who hue no legal mridonee: 

(a) When on duty in Alaslca moy file their rotu,.,. witb tbe 
collector of internal reve.nue1 at Taeoma, Wuh. 

(b) When on duty in the H awatian Ialanda, ""'Y file thelr 
returnJJ with the collector of internal re\•e.nue at Houolu.lu, 
Hawaii. 

GROSS INCOME TO BB RBPOR-ra> 

28. "01"088 incona" includeS ~ins, profits, and income derived from 
salaril\8, wa~ or compensat1on for pel"90nal fJe.rvi~ of whatever 
kind and in whatevt.r fonn paid, or from profession-. vocationa, tradee, 
busine-8tietli comme-rce, or sales, or dealings in prope.rtf, wbetbe.r J"ll&l 
~·· poroona\growing out of the oWt>ership or uoe of or lnttr-.et in auch 
)lroptrty; aJoo from into-, rent, dividencla, aec:uriti.., or tho trt-.c· 
Lion of any busineM carried on for gain or profit, or gaina or proftta 
and income dtrind from •ny aouree whatenr. 

29. In tbt caae of a citiun of the United Stat.. aaLWling the fol· 
lowing conditiono of aoction ~~ ( a) ·of the Inten>AI Re•..,nue Coda. 
- tncome ....,. ... only groea in«>me from...,..,.. witbin the United 
Stat..: 

(I) 

(~) 

If 80 ptr centum or more oftbe grCM income of aueh c;tiaen 
(computed witbout 'tbt benoftt of Ibis aeetio.n), for tbt 
3-yeor period immediately preceding the cl- of the 
taubleyear (or for such part of such poriod immediatdy 
preceding tbe clooe of ouch taxable y .. r u may be ap· 
plicable) wu derived from eouroes within a t-ion 
of the United States; and 

If 00 IM)t centum or more of theRf'OM ineome of euch citizen 
(computed without tbe bone6t of thit eoetion), for sucll 

• 
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period or such part Wreof wae derived from the. actlve 
conduct of a trade or busintsS within & I)OIIliMio.n of the 
Unittd States eitl'1er on hi.a own aocount or uan employee 
or agent of another. 

A. rhiten eatitfyinj! the above conditions i.t only required to include 
ln gro. income hi• a.noom& from sources within the United Stat8 or 
•- derived '""" eou.- within or without tho United Stat .. 
w~ith it .-ived by him or any ajltnt of hi.t within tho United Stat ... 
'Vhen eom~•tton is rect.ived for aervioes ftllde.red, the ~ur"Clttt of 
tho income io the plaoe y bero the aerviteO are ffildtred rather than 
the ptaeo from wh•cb peymont is made for aucb 10rvicea. The aalary 
or othtr oom~tion peid by the United Statta to the ,_boro of 
itt ciYil, mil1tary, or naftl personnel for terYiCfll rtnde.red within a 
~on of tho United StallS ~pnRnta income dori<ed from tho 
aeti•e-ductof 1 trade or ~>uo~n ... within 1 ~oo of tba United 
&atoa. Tb. bont6ta of this ~«lion apply to .,.,._,.; ouaehed to 
United &atoa nonl ,_jo only for .ucti poriOda u the •-b aro 
within the tenitorial -ttro of a __.moo of the United &atoa. 

In tba ._of a citiom of the United Statoa who eannoc atilf1 tho 
obo•e -di!ions of oeetioo ~1 • .,.,..., all oomponoation rocoim fo. 
101Tieoo ,_)trod to tho United &atoll, or ony of lllllllf~ito.lo ....,.,;rod 
to bo i.neluded In ..- u-.o, whethtr the ~iplent bu lind .U or 

, on7 port of theytar ouwdo tho eontintota.l limilll of tho United l:ltatoa. 
80. From Nuy oouroeo: 

(a) Paylbaee ond IOnl!"rit,r (active lilt), includingp~y u mid· 
oh pmen, ond includmg all allotmeoto from P•7· 

(6) Pay (retired liat). 
(~) E•\n comr.nsation for speeial duty (aviation, oubmo­

rtne_ ete. . 
(d) Miltal!" (report entire amount ~i•ed u I"'*! lneqme 

and deduct ,_ry traveling expen001, Mtwllly pold, 
IUcb u meoll, roilrold f~ IOdgmg, etc.). Whtre op. 
tional Form l.OfOA is used, include u • r».rt nf fr1"'N 
ineomo only the amount of' mil- bl - of actual . .._ 

(•) TnytJ pey to diocbarxod eulialed men ( ~rt in tho .._ 
mannu u milfeA'8). · <n Transportation of hmilies of ollic:oro and enliltod lliiD (tho 
actuol c:oot of aucb transportation to tho ao ......... , ia 
«>naidorod tuoble illCOII>L No deduotioa .UowocL) 

(17) I nto""' on depoailll of enlisted mm. 
(4) All permanent and transient odditl- to pey (mlloCed 

men). 
(I) O...ytor'a pey...,.ived by o41kero wholly rtll~. 
(J) AllowoD<tO ~im by ~ti~ entioted ....., under act of 

Marth i, 1807 (t8.6ti ptr month in lieu of rotiooo ond 
clothing and IOJ;l per month in lieu of quartera, fuel, 
and light), 

(.lo) Enliotment ollowaneo (enlillted men), 
81. From eou.- outeide the Nuy: 

(a) Compensation for ~al w profeoalooa.l ......... 
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(6) BUJin .. in<Ome, either u an individual proprietor or .. 
a f)t!rtner in a ousinesa operaUd for profit. 

(c) ProHto from .. r .. and dealings in proptrtiea (~al or per· 
eonal, tlngibPe or intangible). 

(d) Income from , inveatments in properties or 111te4ritic., J\ ICh 
'"' rent or mterest. (•! Oividands from ·a domestic corporation. 

(! Pt nolono paid by • State for .. rvioea are subject to tbe 
Federal income tu. · 

UOI.USIONS rROJI GROSS INGOJIII 

82. Lif4 IMW'I:I'~tor.-Amounta received under a life-insurance oon. 
lrt<t po.1d b7 rouon of the death of the insu~1 whether in a ainglt 
sum or othuwite (but. if auch amounta are held D7 the iMUrt-r u.ndu 
an agreement to Jl0.7 inte.-..t thueon, tho inte.-..t J>OTmtnta shaU be 
included in P.'* income). 

33. A"""""''--A"'<!"DII .-ived (euept u otated in ~r. 82 
•bo•e) undtr & life inturaoce or endoW'II"'ent COiltract, but tf IUth 
amounla (when added to amou.nto roeoi•ed before tbe taxable YQ1' 
under auch controct) ueeed the .,.gate p~iuma or CONideration 
poid ("bother or not peid during the taxable JNr) then the • .._ 
shall be induded in I"* income. Amoun1a I)<Oived •• an annuity 
under- an a.nnuit1 or endowment contract 'half be. ineludtd in ~ 
income to the ut<nt of 3 por centum of the ooot of the annuity (the 
.aggrega~ prt.miuma for oontiderat.ion paid for such annuity, whether 
or not paid durinaeuch yen), until he hu rece.lved ta:r.free unde.r 
thit or prior income tax lA.ws an amount eqUAl to aueh ooet; therenfter, 
the •nnuiLy lo taxable In full. In tho c..., of a tran..fer for a v•lu· 
ablo consideration, by usign,nent or otherwiee, of a life immrana., 
endowment, or annuity contn.et, or any interest therein, only tho 
tctual value of such consideration and the amount of tho pre.miums 
and other oum1 ouboequently po.id by the transferee ohall tie .. empt 
from taxation under paropo_ph 82 or this peragraph. Where, how. 
eTtr, the (()ntrac:t hu a bam: for gain or loa in the h•nda of the 
tnnrferee1 dettnnined in whole or in port with ~f......C. to tho 
transferor-. buio, the provilionr of the preceding aentence shall be 
inapplicable to lanble ,..... beginning after Dteombtr II. Ul40. 

34. Olft•, •t~.-Tbe ruue of ~:.,por!J aequi~ by £ilt, boq,_. 
derilt., or inhuita~ Income sur:h proPf-rty, or, if the .,ift., 
boquoot, derioe, or inbtritance is of income IJ'Om propertr, the amoun~ 
tbt...,f shall not be u<luded fruu groa income ~r this J>Ora&nph. 

34. r.,..,,.. IIOI•r<~t.-Inr...-..t u.pon: 
(•) Obligationo of a Slate, Territo17, or ,J>Oiilical111bdi•ision, 

lht...,f, or tbe Diolrict of Columb1a, or United Statee 
J)OMMiiooa• or 

(6) Obligationo i;.ued prior to March I, 1941, undtr Fedtral 
Farm Loan Aet, or under such Act.u •mended ·or 

(c) Obligatlono of United Sta!M iosued on or before &ptem­
be.r 1, 1911; or 

(d) Tru~~t~ry Nor .. , T .... aury Bilfo, and Treasury Certiflcatee 
of Indebtedn ... iaUOII prior to March I, 1941; or , 
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(•) PrincJJ)fl amount of United Stat,. SaYings Dondt and T......,7. Bonds, not in eza. of ~~ I.utd pr,or to 
~forth , 19-11. 

Any penon owning any of the obligations enumt-nl~ abova ahall, 
in rhe income-tax return, submit a statement ahow~na th& numbtr 
and amount of aueh obligations owned by him and the income re­
eeived th4lrdrom, in aueh form and with iUCh infonnation 11 the Com· 
mil8ioner mRy require. ln the tase of obliglltions of tha United 
Sta~o i•ued altor S.pt<mbor I, 1917, and in tho ca.,. of obligations 
of a corporation organized under net of Congnlll. the. int.e.l"f8t ahaU 
be exempt only if and to the extent provided' in the mpeetive acta 
aut.horl&ln_g the. i•ue the.reof u amended and aupplemented, and shall 
bo u eluded from ~ income only if and to the u;W.nt it io wholly 
uempt from tbo tax01 impooed by tbJo inoome·tax law. Interoot 
eredited to Pooul Sovin111 ...,.unta upon monoyo dtpooited prior to 
Marth 1, liD, in PooW Savings Banb ia wboUy exempt from ineomo 
tax. 

a& Q,.t>tN«iln> fov injuria .., ......,_~E-"" in the ,.. of 
omoun .. a!tributable to (and not in......, of) deduotiono allowed un· 
dtr paragraph 41 in any prior taxable ,..,-, ..-.nto .... i...t tllrouP 
aoeidt:nl or 6te.Jth i.naurance or undu wOftmftl'a oompeneation acta. u 
eompon10tion foe peroonal injurieo or ~ pluo the amount of 
any damop ,_,...t wbolher by ouit or agreommt on II<COIIJ\t of 
such injunee or sieknHL Alto amonnt.J riftiftd u a pe:nlion~ an· 
nuit7, or timilar allowance for pei1KNl&.l injun., or sickMIII"t::Ultina 
from actiYt •n-ice in the armed forces of any eountry. 

&7. Stocle dloldoNh~No dellnite rule con bo laid aown roonling 
tho Inability of otoek dlYidend& Each cue muot bo decided on Ito 
own merit .. 

38. F~,. na•ol IDWWI.-

(a) P ay of military or navxl peroonnol, below !be nmlt of com· 
m.illrioned officer, for active m.ilitary_or na.valeo."lce, dur· 
ing tho p.-nt wtr, not to exceed ti!IIO In cue of" ainglo 
~n, •nd 1800 in the ca.ae of a married per10n or head 
of a family. Status determined u of the tnd of taxable 
ytt.r. For txamp1e: AnenliJited min in tht N••Y.t 1''h0 ia 
tillj!Je, ....,.;...t t64B Navy pay during the·caltn<ltr ,...r 
1~ and S600 from dloidmdi. H e ia .-.quired to includ. 
In h11 ~ iooomo only $3118 (1&481• t240) from Navy / 
pay, plus S600 fron1)lOC diYidtndo. v 

(6) Betirecl pay of~ mired from !be n~val oanico foe 
phyai<&J cfuabllitieo inrurred In line of duty. 

i~ 
Uniformt furnbbed in ltind to eo lilted mm. 
Rationo furnbbed In ltind to enliDd -. 

• Commutation of nti0ll8 (eolilted 111011). 
I Gntuity Jlt'Y {8 months' pay to beneSciHJ of a '*--1 

otlctr or enliDd man). 
(g) Bonta! allowonoe (act of June 18, I~); nor need any 

amount bo repon.d on OO<OWII of quorten, h .. t., and 
light fumiohed in ltind. 

(.\) Suliiillon~ &llowonee {aet of Juno18, 1~). 
(I) Per diem &llowanco in lieu 6f ouboiatonce. . .• 
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(I) Amount1 noei•ed in mmbu........,t for 1-. IUitalntd 
by at!koro, nuroeo, onlisted moo, and ci•il ""PIO:JftlltM'• 
ing under the Nny Dtputm•nt in fortip countri.., due 
to apprteiation of foreign eumneite in the rtlalion to 
the American dollar. u authoriaed by the aet of Harch 
20, 1034 (48 Stat. 466), and by Executi.;. order dated 
S.pttmber JG, teas, aa amended. 

(k) Pertonal cub allowance ._ived by admiral• and •ico 
admirals. 

(I) Uniform gratuity or allowance paid to oll!cert, nureee, or 
. onHS1ed peraonnel. 
(m) Honey allowance for quarten paid enlilted men under 

the a<t of Oetobor 17, 1942. 
ag, p,._ 01"" '-•~ 

(<>) Pen1iona .-!Ted from the United StAIN_b;r the family of 
a ••wan for ~trYi<oo rendered to the United StaiN m 
time of war ar& uempt as gift&. 

(b) P enolona noeived from the United S!AI8_~y ·~,... nn· 
der the World W• r Veterana' Act of tru, u amended, 
and ~ ~ra' Botimnent A<t or for RM'i..,. 

' in tiM! SpaniM·Ameri<an Wer (aet of Auptt 1i, lea& 
( 48 SIAL WI')). 

(•) A peMion paid by a State to a benollciary ft>r ltrYieea m>· 
dered by another Pf'*"' is exempt, from Federal Income 
tAx u 'a gift (I. T. ~. Cumulathe Bulletln XIJ,..J, 
P· 118). 

(dl D>Yidtnda from Wll'risk inaunnce policlea. 
(• ) Perindlc) payment. to a divon:<><~ or legally oeparated wife 

au~utmt to 11 di•o~ or aeparate mainten,.noe decree 
and attributable to pror.rty tr•n•ferred in tn~ or 
otherwi .. , in di!!Charge o a legal obligation Incurred by 
hueblnd under suth decree or urider a written instrument 
incident to aut:h divorce or 1!16pA1"fttion witll ~ to 
morital or fornilv relotionthip shall not be Includible in 
huoband'o g.- 'incomo, except to tlio extent thAt ouch 
periodic PAl1nent& repn!l!llent amoun'- for the lt1Pport of I 
minor children of aueh huand u llxed by 1110 lormt 
of the d .. ree or wntton instrument. Soeh pamoonta 
ucluded from the buoband'a - i...,.,• ore inoome 
to the di•t>rced or legally .. ,.,..ted wifo. P•rlndie pay· 
mente within the munin., of thia NNII«raph m.n DIJ· 
ment, whether or not 0111de at re~1lar intf'nala. and not. 
Jumo tum JMJI!kWnta of alimony. Tf thflft itt a lnmo aum 
llttltment payable in imtallm...,ta •nd the ftnol payment • 
undt:r it i5not to be made within 10 Jfllln. nor m()re th"n 
10 pe.r cmtum of thfl lump snm ifl fiAid in •n• tanble 
JHr. tM IJD()unt t>flid in eAch tanble ytar wiU be con· 
oidmd a periodfe payment. . 

DI!DUCI'IONS AUOWZD 
40, /ltW,.,AI t~TJMH•-

(al D••M to pi'"Ofe&aional eocietiee. 
(b) Subtcriptiono w prof.,.ional joul-nal& 

0 
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(o) The ... t of items of equipmtnt, 1111eh •• ~Word, corpo d .. 
vict'8, full-d .... belt, undrt01 belt, epaulota, cam1>aign 
bArs, and aiguillet.s, a~ deductible u bulin• UJ)fn~e~~. 

(d) d/•11 6i/11 aflO<JJ.-A naval olticer while on ponnantnt dut.y 
aOout. wbo actual.ly maintains a homo el.~ewhtre iw en­
titled to deduct only t.he ditftrerlc6 between. nmount az .. 
pe:nded for mess bill and tho amount of his subt!istence 
niJo"'lnce.. For example: An oftice.r with depe.ndenta 
rt.'<lO.i\'ing subii&te.noe. allowance ot $18 tlflr month and 
who paya a mMS bill of $80 per month ia entitJ6d only to 
• deduction of $12 for eath month. The oxilllence of a 
.. home•• is a question of fac:t to be del.ermioed in each 
individual caoe (to the satisfaction of the Commiaoloner 
of Internal &venue). If an olllcer doea not have a 
"home," the difuenoe bet-.. .. n &Jilount paicl for me. 
bill and Jnlwiscena allowance rtelfi¥td W not dtduetible. 

. .. E21rwrdiNI"!( m«<i<Jol ~etc, ... ,.... ... _ExpeDON paicl 
b7 tho oaapayer clunng taxable ,-..r lor medical care of tho taapayer, 
b11 ~pout~, or a depoDd<nt of the tupayer, whith ia not CIOIIlpoD• 
aatod for by inou.-.... or otherwise, to the utent that 1111eh u­
exceod 0 par cwtum of the tupoyer's not ineome computed wlthou~ 
thit deduction, but limited however to $2,3bc) in tho- o( hlllbond 
and wife filin11 joint' .,turns, and in the eue of head of a family; 
and to Sl,iOO an tho eue of aU other inclividuals who l!lo oopareto 
rtturna. 

The ltnn •medical care" includes amounta paid for the d.lagnoeit, 
eure, mitigation, treatment, or prevention of diaeuo or for the pur· 
po&& of a! ecting any etruet.t.u-e or function of the body, including 
amountt P"id fOr accident., health or h08pita.Hution intun.nc:o, or 
group hCJOpitolizatiou. 

f2. AlltM"Y p~, •lc.-Period.ic ~yments ( ... par. 89 (e) ) 
to a divorced or ltplly saparated wife ISU uent to a divorce or eep. 
arate maintenance decree in discharge of a egal obligation incurrt.od 
by the oaapaytr becauao of tho marital ot family rtl~toonship. H ow· 
ever, a deduction iJ not allowable for any suth periodic J>01111tn~ at.­
tribuoable to property trensferrod in diecharge of ouoh leaal obhp­
llona, which sre mted in pangraph 38 (e) not to be ineludible in tho 
tupaytr'a g ... iDcome. 
... IAf.tiil..-

(•) Sustained during the tuable year and not compenated 
for by inourenoe or ocherwiae wheD iDc:urncl in tredo or 
bwli-

(6) Sustained in tnnsoctiona entered into for profit, lh<>qh 
1101 connoc:t.d with trecle or buJi,.. and not compeo. 
attd for by inaurauce or otherwit&. 

(•) Buatainod in treDMCtions not connee!M with trede or bllli· 
n .. if ariling from fiN, storm, ahipwreel<, or other ca&­
ualty, or from theft, ond not compenatt<l by inouren .. 
or otherwU.. (Laos of personal property throu~Jh acei· 
dent, such u a ring from a llnser, it not ded..,IJblo). 
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(oi) A i<JOOc•n the .. It o f ,..iden1ial prOJ"''rty ia not deductiblflr1 
if tl!ed a.s t:upayer\;. midtnce up to t1n1~ of 1!1 1~. If 
before 811ift it u·as rtnted or otherwise converted to in. 
cxune-producing purpot;eS Rnd n~tt<l fUI ~t:uch up to timt 
ol l!:l~ l e, loss deductible, 88 pi'Ovidtd in section lll. or 
the Jnt~rnnlltth-enue etxl4', t111bject to lunitntion l)ro\·lded 
in 8eC.'tioo 117, in an amount not to ex!X'ed I he VI uc when 
c1i1l 11~ed to ~~utol u.~o,·C!r aunount from ""le. 

(e) L08e8 on the ~lc of stun-ts of stocks or 8l'Curltie8 11re de· 
ductible, providr-d 110 deduttionssh"ll be allowtd in calit'tl 
¥~'heno it RJ>pears that within SO d•Y• be-fore or" rter the 
stla tJaB ta:<pa~r btL~ tt~uirt\d (by JH11'Chl8e Oi- by 111 ex .. 
change UJ)Iln which the entire amount of gain or lou 
~·•• l"f!<''gniud by l.tw) ~ or h•s eotltncted to AC!'QUire b-ub.­
stantiaJiy identical stock or securititS. The ION must be 
complote and net, and the tran,..ction actually cl.-1 
in the year in whiclt deducted. Dt-pN!Ciation in '·alu.e of 
otoeb and bonds held by a taxpayer ian« deductible: ., 
looa to be deductible mmt rewlt from a cloood trai\IOCtion. 

(/) If M<Wilieuucb asahansof lloc:k, ltock nghta, and bonds 
with intutst coupons or in registered form.. beCome 
worth! ... within the year and are eapit.al .-eta, the re-

"' aulting loa is to be treated for income tu: purpotre~&tl a 
1.,., from the ~&le or ucban~, on the lll!t clay of the 
yttr, of CApital aats.. I t ,.,.i.JJ therefore btcoJM aubjec:t 
to the limitations preseribed by eeetion 117 of the Inter· 
Ml Rennue Code as uptained in detail in the income 
tAz return Fonn 11)16. 

(g) A 101!11 oeeuioned by dAmn.~ to an a utomobile m11lnt1tined 
for J?leasure, whet"e such damage results from the faul ty 
dri vmg of the taxpayer or other per'IKm opernting the 
automobile, but is not d t1e to the wil ful aet or wilful 
nefdigence of the taxpayer, ia a deductible 1081 in the 
computntion of net income. If damn_ge to a tupaye.r't 
automobile results from the fftuUy dri•in~t of the op­
erator of an 11utomobile with which the aut{'lmobile of 
tazpanr coli ideo. the 1001 C«Uioned to the tnpayer by 
l!llth d•m•I!O i•libwiso deduc:tible. 

(A) Wor 1 ... .-.-r..-t; of property doatroyed or aeizod In the 
tou.ne. of military or naftl opt:ratiMS d·urinst the W'lr, 
and of proputy IOCRtf'd jn enemy countriel or in areu 
unduenemv control (See. 166, R. A. 1042). 

(i) ~ of naq} di!ilurring ollftra duo to replacemont of 
obortage in accounts not due to nogligtno.. 

f.f. TM~t•.- · 

!o) Poll tn. 
b) State income tax. 
o) Admitt•l\0< tax <m tbeaU,ro. omuaem•nta, etc. (r<eordo mOll 

• be kept of such tn .. paid). 
(d) Tax on lodpo orelubdues, ihubotanlloted by rtCOrdl kept. 
(o) ll<ol ond pel"80<lol property toxes (except when paid for 

lOCAl benefits, enhanemg du\ value of the property. tmc.h 
~ A88e8Bments for· stnet improvement&, BidewGikl, 
eewen, eto.). 

I 

0 

0 

•• .. 
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<n Tuts a~l by foTeign c:oun try or a tlOI8ellion of the 
Oniled SuH~ uc:ept tstate. inheritance, ll'Jti'CY1 l U(:(tl.o 

tion, and gift tue~, pnwided credit far such taxtt ia not 
1 1ken under p11mgraph 67. 

(g) Tax•• a-1 by tho United S111tt8 (•x"'(lt Fedtml in­
coma tnx, estllte, inheritance. legocy, succelti!ion, nnd gift 
taxes). Postn,ge is not a las. 

(h) Toxe~~ l'fBCS~M.'(l tiy • Stete or T ctTilory or politicAl $lib· 
di\'i~tions thereof ( exc<!pt. taxes for local bc.neflt.t, ut•te, 
inheritance., legney,&uce:ession, and gift taxes). 

(I) Mi!!<tll•neouo toxeo. 
( 1) Tht! m1nulaeture.rs' exci.'!e taxes under the lnttntal 

Revenue Cod., as amended. are im.-1 by the 
law on the manufActurer and paid by him to the 
c:ollt<"tor of internal rennue atld are noc rt:gar"dtd 
u t.ax~ paid bJ t.M eon.rumtr of the article, e'~" 
lhoogh they may be pa!Oed on to him in whole 
or in part in the priee of the arti<:le. Accordinjtly, 
tu:ee p1id on eltdrkity, d,g.mtcw. a:uoHnt.. 
lubrical ing oil. tiTtS. and automobile ac:eeMOriet, 
n ... ..,., matebts, ebewi.ng gum je .... Jry, WOI'\, 
malt synap, gn~ concentrate, radio, phono,rraph 
reoords, and ~ties are not iltmt which the 
eoMtunu may deduct fTOm his inrome u tu.N 
paid by him. 

(2) Tht Retailers' exf:i!IB taxes under the Jnrerntt.l Re\•t-­
nue Coc:lt, u a.mt.nded, ore im~ by law on the 
retailer and paid by him to tho Collector of lnt•r· 
nal Revenue and ttre not regarded 1\Stft:res pltid by _ 
t-he purcha..er of tho article, even though they mny 
be p"ued on to him in whole or in pftrCin tha prite 
of th• article. Acoordingly, tuet pold on J>eorlo, 
precioW~ a.nd eemiprt<:ioua atonea, and imitations 
thereof~ artiela made of, or omamt.nU!d, 
mounted, or fitted with., prttious me.t.al1 or imita.· 
tiona thereof ; watcbea and eloeb and euee and 
movement therd·or; gold, gold-plated, oll•tr, til · 
Yt.r.plattd, or sterl.tng ftatW'&re or hollow wa~; 
opora gl.,...; lorgnette~; marine gla-. ftfciCI 
~I binoculus; furs; and toilet prependona ; 
perfumoo, ..,D<OS. utncta, toilet wat.ml, .­
meticl. petroleum j.uits; hair oils, pomact... hair 
drttldnp. hair l"f5toratine., hair d,.-; l rom&tie 
eachous, toilet powders. and any aim1lar IUbicanoe, 
arUc.ltJ or pr!~n.tion, (:,1 what10ewr name known 
or dillto!lj!Ui!htd are DO( otems which the ~.,h .. r 
may deduct from his inoorn& u taxtl -pa1d by him. 

(&) The oituation is dill'eront with "'Prd to the lax on 
telephone, telegraph, safety dopooit box.., club 
duet, admi81ions, t-he -.irious stamp U XM on "" 
curitiee and deeds. In the ca~e of rhtt~~e ta.xte 
the lnr places the JiabiU~v for tax on the pti"BBn 
P"1inll for the eerviee, BOlling tho eecuriti.., eto., 
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although in some instances rho pu10n receiving 
the Jl'lyment is l'l<)uired to collect the tax and ll"Y 
it O\'t-r to the Collector o f Internal Revenue. 
Payments on account of theee ecver"l Caxes repra· 
aent. taxes pa._id by the individual which under the 
l11w he mny deduct. from hi~ lnC'omc. 

In the caee of gMOline the dU!tinction ~~-• the 
applicotion ol State and ~'ederal texea should ~ 
nOted. Tbe Faders! t.ax ia imposed on tho manu· 
facturer and is not daductible by the pure= 
wbilothe State taxes a re held to ~ tax,. im 
on the purchaser and are deductible lry him from 
his income, UXMpt in the following Stat" where 
the tax is imposed on the oil company, dealer, 
dilltributor, or wbol-ler: 

Alabo­
c.ut.n.Ja. 
o..q,.. 
Ha...U. 
Ka ... Clt7. )(o. 
KtatucQ, 
Loa:lalau • 
.......... ppl 
Ntbr11..._ 
Obto (dNler, t <'tot;~. I ftll te), 
South CtroUna. ,..._ 
Ucab ((}(>d~1ctlbJe b7 tonrumer wben purtb.AIIed to 

orlalott pecka.ce for hll own u.e), 
\V,TomlnJ. 

Howe•er, by Section 122 of tho &•enuo Act of 
10-12, the purchllSC.r mpy a.IJO deduct. such taxC!I 
of the foregoing namad ·stetee when pa88td on to 
him if the tuea are .. porntely at,oted bl tho 
.. nor, and a re baeed on the grou .. mng prtco. 

(
0
G) t.utomobile li<ellSO fees are ordinuy texts. 

( ) Stamp taxee imposed on the purchue or eale of • 
eunties a.r& deduetible u tuee. However, com~ 
miaoiooo on the purchaae or aale of oecuriti• 
abould ~added to the purchue price or deducted 
&om the ..rung price of oueh _,rilieo. 

(7) State al• tans Imposed by the following Stat.ea aro 
deductibhl by the pureb ... r when oubat&ntiated by 
reoorcb: 

Atbofu. 
Colo .. do. , ..... 
11<&--. 
w-.~~r~. 
New Yortt Clt7-
Nortll Dakota. 
Obto. 

• 

Oltllboi:M. 
trt&h. 
'Waabln~too. 
Wettt Vlf'IS.cla. 
w,·omlnr (ex<'f'Pl oo Mlet of 2., tfllet or 181). 
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Tho •leo llxoa impootd by other Slltoa are aloo dtductible by the 
purchutr whtre they are paalOd on to bim if tho llltl are .. pan~IJ' 
autod by th4 ooller, and are baaed on lbo g._ aellin1 pl'i<le of the 
articJe. 

411. Intereat paid on penonal indebltdneae ill dtduetible. Thill d­
not include in~ paid on indebtodn ... incurred or oontinued to 
jlUN!hate or carry obhgations, uc:ept obliptione of th4 United Sllteo 
, .. ucd after September 24, 1917, and origmally eubecribtd for by the 
taxpayer, tho lnt~reat upon which is wholly uompt from the lnoome 
tax. Intertoet. paod by the tupnyer on • mortgage UJl9n o:'l>ll eatate 
of which ho ia tho legaJ or equJtable owner, even tl\ough tl1e taspayer 
io not ah'OCtly liabl<o upon the bond or note oecurcd by euch mo!'lr~ 
may be dtducted ae ontereat on his indebtodn- ln~l'fA cluir 
by a brohr on the balance duo on tbe purcbue of aocuritioa i~ 
duetlble when actually or ooDitruetively paid by the deposit of cub, 
by th4 ooll<oetion by tlie brofu of dividends or intereat fOr the aooount 
of tho euetomer, or by the sale of aoeuritioo of the cuatomer held by 
the brolcer or Uf be reoei...t by him. • 

411. Repaira, alterations, and depreciation 011 property ownod b7 the 
llll'JIOyer for busi,.. p~ or for production of i~ are dOcluc­
lible under etrtain cooditions Itt forth in del&il in tho Tnaaury 
Department .. circulars and ngulation.s. 

47. Oi/t•~ 
(o) Charitable gifte are cleductiblo if payment Ia made within 

tho wablo period to or for tho uae of (<J) tho United 
!!tatoo, any Stels, Territory, or any politfeal aubdi•ilion 
thtroofo,.!'r the District of Columbia, or an1 poaeeaeion 
of tho united Stetes, for exclusively pubho pu.,._; 
(b) a corporation, trust, or community chest fund or 
loundation ereattd or organited in the Unlttd Stateo 
or in any p<a0811ion thereof, or under the law of the 
United l:!lltoo or of any Sisto or Territory or .-Jon 
of the United Statoo, orgenizod and oporattd ellCiueivoly 
for religioua, eharitobl&, eoienti6c, r.torary, or educa­
tional pu~ or for tho pre•ention df cruelty to ehll­
dnm or antmO!e. For eum~lo: Cburcboc, Youn11 Mon .. 
Cbrillian A.Joociation Rod Croos, American Won, tho 
Soldiua' and Sailo•-s' Club of New York, anG SocieiJ 
for the Proftntion of Cruelty to Animale. 

(h) An itemiled liat, giyillg the namoa of th4. orp.niutiono; 
tb<oir locations, aDd the amount of tho gift mlde to oa~, 
muet be entered u a part of tho return, or be appeoaed 
thereco. The authorized dtduction cannot BJ:DOtd 15 per­
oenl of the ta:rpawr'a net inoomo u eomputtd without 
tbe benefit of tlio aoduction for girt., or or tho dtduc:tion 
for extraordinary medical exponsoa deacribtd io pan· 
l!l'llph 41. • 

(o) Pil•ate gitte (u ehariiJ or for other reaeo111) to a paroon 
or penona are not deductible. 

48. Bad debls ma1 be deducted in tho tuablo year in which they 
booome worth!- A alsloment muet be made on tho revente of thO 
t.x return ohowing: • •· 

(n) Noture of the deble. 
(b) When creatocL 

---
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(cl When doe. 
(Ill The bule for declaring lb.. dobt •• worthh!oo. 

If the debtf are collected in whole or in pert at a 1111'-Juent time, 
tl>e amount colloetocl muat b. repomd u income in the year reoelved, 
pro•ided that the previous deduction did not reduoe tlie income tax 
liability of the to~poyer for the yeor of the deduetion. Bod dobta 
IJ\Uit•ined in connection with n~ bonda, and other eecuritie. with 
int.ert'8t ootapont or in ~iete.red form wUI. howe•or, be treated the 
eome •• theto!OUritioe t'tfeiTed to in parognph 43 (f). 

4$, Wagmag ~-~from w•gering U.naootiono oball b. 
ollo'II'OCI only to the utent of lb.. goina from aueh \.....-iono. 

DlrDUcnONS NOT AU.OW&D 

00. Wor-rbk inauronoo pmni._ or cthu pmniumo peid for life 
insunnc.. 

01. Utrlf...,__(Cotl. of uniforma held to b. in the nature of 
po.-al or liri11« - No deduetion Ia allowed on -nt of 
depredation or obaoi~IKIO of uniform&) 

(•) Itemo of equipment, IUCh u gold lace, chin llrop, gilt 
buttons, gilt and lilvor devicee on eape, and gold lace and 
gilt buttons on t.M unHorma are. oonlidered a pArt of the 
unl form and up which take the place of regular cloth­
ing, and the coot thereof mny not b. 'deducted. Tho 
cooked hot takes the ploeo of tho hot ordinarily worn 
on full-d._ occuions in civil life and the cool it not 
deductible. • 

(b) Tho oo11 of altering the equipment on a uniform eubeo­
que.nt to promotion or demotion is a pei"''Iffal u.pen~e 
and not deductible. 

t52. Loll of p.y by eentenoa of court mart.ial; or civil oourt. fines 
and ~nalti-. 

68. Hospital-fund deduetiono from No...,. pay. (But 100 par. U.) 
64. Ptroonol, li•ing, or family apt...., ex~pt utroordinory mod t­

eal upeneoe deduetible ~r perogropb U. 
M. A.n7 amount paid out for new buildings or for perma.nmt im~ 

pro.......,to or ll.tte..-ta mode t.o incroue the ...Jue of any property 
oroetot.. 

K Any amount ~odin relloring propertT, or in mal<i"« good 
tM tJ:haUition thereo·f, for which an allowance ll or hu been made. 

67. r- from aloe or·~ of ~. diroctly or Indirectly, 
( •) Bot....., mombuo ol' a fuilly; 
(b) Except in- of diJtributiona in liquidation. batwoon on 

individual and a ~ration in Whieh tucb indi•idual 
ownt, diroctly or U!diroctly, more than 00 percent in 
.. It,. of the outatanding atoclr. 

(c) For tho purpooo of this pa~h, an indi•iduol ob•llll. 
conaidored u oW.ing the owned, directly or Indi-
rectly, by hia f11miln and 

(d) Tho family of an indmdunl ehall include only hi• brothoro 
and aiettro (whether by the whole 01 boll blood), opouao, 
on<e~~ort, and lineol d.-.,.odoqt& 
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PIB80NAL DDIPnONS 

(""" ,,..." · · -· ........ ,., '-'ell .. ,..1 .............. , 

68: In tho caoo of a oinglo penoon, or a married poroon not li•inr 
wjth husbAnd or wife n _pen10nal exemption oi 100(). 

69. In lho caoo of Lho bead of a family, or • morrled peroon li•lnr 
with husband or " ife during entire taxable year. a pti'IOnaJ u .tmption 
oftl,liOO. 

60. A huoh&nd and wife living ~r aholl roool" but one per­
""''~ uemption. Tho •mount of ouch poroonal excnpliono ah&U be 
fl,liOO. It ouch huoband &nd wife mAke ooporot.o roturno, otll.r th&Q, 
retorno under ~ngnopb 011, tho penoonol uomption 111a7 be t.olten 
byollher or dl•oded botw.., them. e.: Citmrr ,.,. Dut:<Del<TI.'-

(•) .14/l,_ ill gm..ro~-43~ for ...,h Jlf,..n (OChtr than 
huoh&nd or wife) dependent upon ond "-l•ing bit 
chief 111pport from thf IUpo~r if oudo depondont per­
lOll il under 18,..... of~ or 11 ;,..pablo of 101 f-~Upport 
bocota menl&Uy or phJii<aUT. dof .. th•. 

(b) E-,tiq•fqr .m,.;,. Miul, qffamllie•~rt the lupo7tr 
would not oecupy the ot&tus of h"d of • fomlly •-pt 
b1 rMIOn of tMir being on~ or more dependtntl for 
whom he would be tntitled to <rod it under ltlbfi...,...Ph 
(a), the croiit under ltlch subporogroph lhol be <Iioal· 
lowfd with rtef)fc:t to one of auch deptnde.nte. 

(o) It tho ototu• of tho tupover, in~far no it •« .. to the per· 
~naJ exemption or credit for dependentll ehanll:f'l duro 
mg the taxable year. the ptrfM)naJ extmp~ on and crecHt 
thoU be apportioned, under rul01 ond regulation• pre· 
ecribed by the Com.miHSiont_r with the •PIH"'nl of the 
Secretary, in accordance. with the- number of monthJ 

• before and after such change_ For o,e pur~ of iUCh 
apportionment • frootionlll port of • month ah&IJ be di• 
Mga_rded unJeas it amounts to more tban half a month, 
In which .... it ah.U be OOUJidereclu • 1110nlh. 

CJUWI1' AOAJN8T NET INCOJU FOil 1'IJB /"OilllAL TAX, BUT HOI' 
POR tiUI SIJIITAX 

82. Tho amount rocoiYed u in~ upon errtoin obligoti- of the 
Unit.od &atto, and included iii lhe I"* 1-. (S.. pu. S$.) 
(Rood inotnoctiono on inoome·tu blank fonn.) 

611. A'•......J '- CMJiJ~T•n pelftnt of tlio omount of tho Mrned 
••• incomo,. but noe in u<aa of 10 poreent of the a1110unt of the 1101 
inccme. <-Dolin ilion., por. 4.) 

NOIJIAL TAX ON [)ll)JVIDIIAL8 

84. n ..... ohall be poid for ••cb tAxable y .. r upon the not income 
of •••ry Individual a normal tu of 6 per«nt of tl~ amount of the 
net incomo i~ .. ..,.. of pono1111j enmption6 and croditt allo:w,ed. 
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Ol'nOIIAL TAX 011 INDIVIDUALS Wtm C&RTAIN C:ROSS INCOJn; 
OPIS,IItOR LESS 

Gb. I n lieu of the tax irnpoaed under paragraphs 64 and G&, an indi· 
•idual who makes his return on the cuh baSJ~ may t.ltocli for each 
llxnbte ye"r, to P".Y the tax·ahown in the followmg tabl~ i hi1 gro~~ 
income lor tuch taxable year ls 13,000 or lt"l8 and conei.ata wholly of 
one or more ot the following : Sa.Juy, wafi", oomptntfil.ion for per• 
sonal ~~ervictt, divlde.ncU. it1terestl or annu1taee. 

T ..... .... u.._ co--u .. .,_.....,. .. _ _ .,._ 
t:..•.:.P. -- ~'::c.~ .....,.....,_ .. .., _Ei -· - ::..=:!'m . ' .. _ . ' 

10 • •••••••••••••••• ~ 10 10 10 
~-·············· ) 0 0 
~--············· .,. • 0 0 
1476 . ................ 000 7 0 0 
NOCL. ••••••••••••• 620 u • 0 
162$ ••••••••••• •••• 6.10 16 • 0 - ... 20 • 0 

~M::::::~:::::::: ~ 700 •• e 0 
'125 28 • 0 ................... 760 31 " 8 tT.O. •••••••• •••••• 774 87 18 

$776 ••••••••••••••• 800 .. 22 0 
$800 ••••••••••••••• m 46 27 0 
w s .................... 8>0 .0 II 0 

87$ •• •• ' 0 = ··············· ..................... ~ •• 40 0 
1000 ••••••••••••••• . m 63 .. 0 
1126 ............... 9$0 67 48 0 
19$0 ............... ... 71 62 0 
1076 ••••••••••••••• 1, 000 76 67 0 
11,000 .............. 1, 026 80 Dl 0 
11,026 .............. 1, 0>0 84 DD 0 

''·~ ---·········· 1, 076 Be 70 0 
11,076 .............. 1, 100 13 ,. 0 
ll,lOO ................ I, 126 .. 78 0 
11,126 ................. I, 160 102 83 0 
11,1&0444. 40 ••• 4. 4 04 I, 17& 100 87 0 
11,176 ........ 4 •• ~ •• 1.200 110 II 0 
11,200 .............. ..... ItS .. 0 
Sl,ftO .............. 1,2>0 ttl 100 0 
l l,tJ0.4ooooooo •••• l , 21'6 121 '"' 0 
11,276 ............... 1, 300 128 tot I 
11,200 ............ c. . .... 112 ttl • l ljl26 ••••• -.--.---- 1, 160 IM 117 7 
11 ,110 ........ -------- 1,876 141 122 10 
11,176 ..... -------.-. 1, t00 , .. 128 ' .. 
11,400 •••••••••••••• 1, <26 , .. 110 17 
II ,4.U •••••••••••••• 1, 4.60 184 186 21 
11,460 •••••••••••••• 1,4U . 168 Ill .. 
11,476 ••••••••••• 400 1,000 182 ... .. 
11,600 •• 4 ••••••••••• I, 625 167 148 .. 
lt,&U •• 4 ••••••••••• 1,.00 171 162 sa 
11,660 •••••••••••••• 1, 670 176 168 42 
11,07&.. ............... I, 000 180 ' IDI 47 
&1 000 ............. ; I 626 184 IDO ~I 

0 
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n. ............... 

.. , ... .:- (I ) M..mM..,_. ., ............ .. - -- M.nW .... ::: .. -,:.-:.. ": ,_ ........ _ .... ...., .... w ........ ..,. _ , 
"'"" :-.. ~·;., .r:J 

. rc..n1 

ll,fl2b •.. ...... •·•·· II, G.IO 1188 II GO m 
aa,o.oo .............. 1, 674 193 "' 00 
11;676 .•. •·•••····•• I, 700 197 178 04 
f l ,lOO ••• •••••.••••• 1, 723 201 182 08 
11,726 ••. ~--- ........ I, 750 :lOG 187 73 
11,760.---·····-··· 1, n o 210 101 77 
11,716 .............. 1, 800 214 100 81 .. ~ ......... ····· I, IW 218 109 116 
11,52$ .•••.•••••••. . 1, 8>0 223 204 to 
$1,J.IO •••••••••••••• t, sn 227 208 04 
11,87$.. •••••••••••• I, too "31 2 l.2 IS 
$1,900 •••••••••••••• 1,m 230 217 103 
l l ,t'ZJ; •••••••••••••• 1,000 - 221 un 
11,000 •••••••••••••• 1,176 ... 220 Ill 
1 1,1'7'-·· .••.•..••• . 2, 000 ... 210 Ill 
12,000 .•.••••••••••• 2, 0"..5 U3 214 1:10 
12,0U •••••••••••••• 2,0.10 267 2IS I :U 
12,0.$0 .......... --- .... 2, 07$ 2U ... 1211 
$2,07$ •••••••.••.••• 2, 100 211 :U7 Ill 
$2, 100 ................ 2, 12-S 270 261 187 
$.2,12& ......... - •• -- •• 2, 160 275 251 142 
0,160 ............... 2, 171 270 210 14& 
12,176 ............... m 281 '164 100 
12,200 •••••••••••••• 2S8 '160 1 •• 
12,22& •••••••• •••• • - 2,260 202 271 169 
12,~t.O •.•••••• • •••• • 2,276 20& 277 108 
1:1,27~ .•. .............. .. 2, 300 301 282 108 
32,300 ............. ..... 2., 3.26 301 2110 . 172 
32,326 •••• .......... .. 2, 3.10. 300 200 17& 
$2,800_.. ............... 2,376 314 206 181 
12,376 •.••..•••••.•• 2,400 318 200 1116 
12,400 ••.••••..••••• 2, 426 m 303 180 
l l,<2 • •••••• •••••••• 2,4.60 127 308 Ill< 
$2., .. 60 .. ........ . - •••• 2,•t.16 331 112 108 
12,41'6 ................ 2,300 336 310 :102 
12,600 ................. l, 520 :uo 121 207 
12,620 •••••••••••••• 2,060 ... 126 211 
12,600 ••••••••••••.. 2,676 ... 129 21 
12,671 ••••••••• ••••• 2,800 a.s ... 
12,800 •••••••••••••. 2,1U 1167 ... 224 
12.626 ••••••••••••• • 2,1160 211 ... 
12.140 .... .•.•••••••• 2,&7$ 101 :U7 
12,171 •••••••••••••• 2,700 371 1161 
ll,TOO ••••.• ........ • 2,7'l5 176 - ,., 
: :;-:::: :: .. :::::::: 2,700 181 2$8 

2,775 1811 ... 
12,776 •.•••.• .. ..••• \ 2,100 ... - ... 
12,ll00 ••••••••• • • ••• 2,82& ... 174 
12,82$ •••••••••••••• 2,1160 401 870 
12,1160 ••••••• ••••••• 2,170 40& 1&4 211 
$2,876 .•••••••• •••.. 2,900 411 180 271 
$2,800 . ......... ..... 2, Q25 411 104 87 
$2,926 •••••••• •••••• 2. 000 <21 809 2110 
$2,000 ••••• •• ; •• •••• 2,076 UG 404 284 
$2,976 •••••••••••• • 3, 000 481 400 280 

---~-- ... 

6 

, 
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In applying the abovo ochtdule to dettrmine the tax of a t~xpayor 
with one or mort der>endents there shall be subtracted from h11 groa 
inc.:ome. $8& for each 1uch deptndent. 

RULES FOR APPLICATION OF PARAGRAPIJ 64 

(a) D• n NtTIO><,.... 

( J) MntTied 1>01'8011 means a married person living with husb•nd 
or w1fe on July l,of the tn.uble year. 

(2) Dependent menno a pel"llOn (other thno husband or wife) 
de1M'1ldent upou and receiving his chief support. from the taxpayer 
on July l,ofdt&t&xoble year1fou such date such dependent penon 
is under 18 years of age or is iucapable of ae.lf-IU})port beclu86 
mentally or phyoicaJiy dtfteti•o, excluding as a depondtnt, in the 
cue of a hMd of a family, one Who would be ududtd under para­
graph Gl (b). A payment to a di<or<ed or ltgally otparated 
wife which it •xdudtd from the ~.Y•r'• grooo inconl6 ut~r 
paragraph 89 (•), or dtduettd from his gr<l8!l ~under para· 
I"' Ph 42, shall not be conaidored a payment to her for the .U[>port 
of any deptndtnL 

(b) D .. D)IllfATIO>< or StATeS.- The determination of whether a 
ptrson is living witb husbl.nd or wife. is a bead of a family, or ia a 
deptndent, shall be mAde as o f J nly 1 aNhe taxpayer's tuable y .. r. 

(r) s ..... n: RI:TOIIJ< OJ" H ui!BAl<D AND Wtn.-lf I hu•"'nd and 
,f• livinlt together file oepnrate returns, each shall be treated as 1 

ptiOOn. 
~(Mutlt'J) PuooNa NOT Ln1No Wrru Huf!lo,\Nn on Wrn.-An 

iuclil'ilhllll not 4l hMd of n family and not living with husband or wifo 
1, of thetnxnblo year, shall bo trcab!d as a single pereon. 

MANNER OF ELECTION 

The election refemd to in pnr~graph 63 shall be eonaidored to hue 
bf<n made if the taxpayu 6lt'8the return prescribed therein and .ueh 
election shalt be irre•ocablt. If the taxpayer for any taxable year 
hu filed a return computing hia tax without regard to paragraph 65

1 he may notthereafttr el«t (or such year to compute hie tax u provideo 
thertm. 

CREDITS AGAINST TAX NOT ALLOWED 

Fo.,ign tax credit and credit for taus withheld at -rc. ahall not 
apply wtth rtepect to the tax imJ>ORd by t hia po.ngraph. 

CERTAIN TA.'CPAYEIIS NOT EIJGIBLI! 

The provisiont of this pnragn.pb shall not apply to a nonmid• nt 
alien individual, to nn ettale or tnlst., to an indtvidual filing a return 
for a period of ffM than l!.l months or for any taxable year othtr thtao 
11 C'alendar y~tu, or to a mrtrried individual married and living with 
husbund or wifa nt any time during the taxable year wh0fl6 &J>OU81 
fi l'" return and computes tax without rcgnrd to thla l.'aragr• ph. 

• 
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SURTAX ON nmiVIDUALS 

• o,-er tl8.000 bot oot OTtr roooo a--.... --122.000-

Onr •~ 'Out DOt OYt:r $t10.000-

Onr 160.000 but oot oYer aoo.ooo ...... 

Over •eo.ooo but not o•tr tro.ooo ..... 
Ovtr f't0,000 but I'IOt 0\'tt $000--

0'~' *80.000 but not O\'tr .00.000--­

o.-tr ICO.OOO bat not OYtr 1100.000 ...... 

Ovtr $100.000 but not o.-t:r P-GO.ooD-

0.... IIGO,OOO bat oot - -.ooo. 
0.... ----------

tRBDITS AG¥N!If TAX 

• 07. Tho amount of income, war prollto, and uee.proftta taxes 
ompooed by foreign c:ountri .. or~- of the United Statoe ohall 
!>< ~ll?wed u a ciOdit againtt the regular income tax, in the eel& of an 
tndmdual, to the following extent: 

(4) It the taxpayer choooes to have the btneRta of ouch oroolilo, 
the income tax shall be credited with, In the <ue of a 
citir..en of the United States, the amount of 1ny ineome, 
~·o r pro6ta, and ex...,.·pro6to taxes paid or •ocnoed dur­
irog the tuoble year to •ny foreign country or to any 
J-.. ion of the. Unltoo Stai<B; Of!d1 in the cuo of ~ 
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,...id•nt of the Unittd Stat .. th. ;mount of any ouch 
tans }lftid or a('("rued during tl•e t•,uble yur to any poe­
~ion of. tl1e United States. The liXfl"J'tr'" <'hfl'it~e ro 
f•k~ credit. under rhis parngmph i~ad of cia iminA" a 
de.durlion for t,1Jth taxes uh(lcr pnrn${raph 44 (/) may be 
mada or chrmged at any time prior to 1he expi.-,ttion 
of the JW•·iod prescribed for rnoking o cl1l int tor eredit 
or refund of his re~lnr iucorue tax. 

(b) The ounount oft he credib taken, het'\ltinder, ohn 11 bo eubject, 
in thecllse or nn individual, to each of tHe following hmi. 
tntions: 
(I) The Amount o f the eredit in r .. pect of the tu paid 

or 111cerned to 1\Jly country slutll not ucctd the 
same proportion of the tu: againMt which 1ueh 
tredit is taken, which the taxpayer'& ntt ineotn6 
from IOUI'ft'S within such tountry bttrs to his 
tntire net inc::ome. for the amf' taxable ye.r • and 

(2) 1116 total amount of the credit shall not •x<ftd tho 
aamo proponion of tho tax ogaintt whieh 811th 
rt'f!()it is 1aken, which tht tax-pa)~r'• net income 
from oourreo without the United Stot"" btaro to 
hia entire net income for the •me taxable year. · 

PAYKENT OF TA.'C 

68. T;tM.-I n gt:nfrnl. t.hp reg!tlar ~me tax is to be paid on or 
befoJ'O the 16th doy of Marth following the clmoe of tho onlrndar 
ye:•r, or, it I he return is tnflde on the basis of the fiACnl ycnr, then on 
or before tl1c 16th dn;r of the tltird month following the r.looe of tl1o 
tf.scal .)'f.llt. T he duo date for any income-tax return and for 11ny pny· 
mrnt (including nny instnllment payment) of income ti\.X iiJ post­
ponNI m rhe en80 ot tmy individual in the militury or n"v'' ' forces ol 
rhc United Sra.h!s who, at the time the Htum or payment would othe.r­
wi!M! bet-orne due. is ser\•ing on sea duty or out&de the C6ntinental 
Unitt<~ Stat... The new du• date, in the rase of any ouch pootpone­
meut, iothe 15th day of the third month following the month in which 
the individual~ ... (except by J"t!UOn of death or inoom~teney} to 
bo • mrmbor of the military or naval fo""" of the Uuufd StatM 
,.rvins: on ota duty or outsid6 the rontinentaj United Stat.., ""'­
prior 10 the f~i.-.tion of such 16th day ht is a prifl()ntr of war of, 
or is det•ined b1, any fortign go\~e.mmt:nl with whi4:b the United 

· &tttt iJ at war, or ia be.leagu~ -or besienci by enemy forta, or is 
again a mtmbu of the mihtary or naval lOrcft: ee.rving on eta duty 
or outoide tho eootinenlAII United States. 

n •• d~~e date .. likewioo postponed in tho .,... of any indiridual in 
tho mili!Airy or nanl fo""'" of tho United Statee or any cl•il'-n olllc:er 
br cmploy"" of any executive dopa~nt. independent """'bliohmont, 
or •lt"ncr (including corporations) in tho executive branch of tl•e 
Ff.dt'nl Om•e.rnnttnt. who, at the hme tho return or payment would 
OC he.rwite become due, iA a pri-.90ncr of war of, or ia othBrwi80 dot~ined 
by, ""Y foreign SfOVOMlmont with wb_ich the United States is at war, 
o•· is l>elcagucro<l or beailljled by enemy foroos. 

1,he n~w duo date, if it ha.s not previously ocCurred pursuant to the 
provisioqs above, is tho earHe.r .of the two following datee :._ 
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(1) The 15th day o f the third month following the month in 
which an u.ecutor, administratot", or conservalOr of the estate of 
the tu:payer is appointed; or 

(2/ The Uth day of the third month following the month in 
whtc.' the ()resent wnr with Oermnny, Italy, nnd Japan ia t~rmi­
nllted, •t t>roclaimed by tho President. 

69. h"tallmCIII#.- 11•• taxpayer m•y pay the lox in four oqual 
inst.-lhuents, in which CIU!e the first installment al\111 bo p1id on tho 
datel'"""ribed for the payment of the tax b~ the taxpayer tl1e oocond 
in0111 lrn•ntshall be paid on the 15th day of the third montl,, the Utird 
i•lbtallm•nt on tho 15th day of the sixth month, and the fourU• install­
ment on tho 16th da.f of Ute ni1\th month, after ouch date. If any · 
inaallment it not pa1d on or bdore u.., date 6xed for ito payment, 
tho ~·hole on>Owll of the tax unpaid shall be paid upon notice Uld 
demand from the oolleetor. 

70. E~ of t;_f,. fXJyrM..t.-

(4) At the requost. of the taxpayer, the Commltoioner may 
u1A!nd the time for pa~nt of the tax, or any ina1&11-
ment thereof, for a pe-ru)(l not exeetding 4 mont.ha from 
the date p,_,.;bed for the payment of the tax or any 
inttallment thereof. In sueh eatethe amow1t in tt~peet 
of .,.hieb the txtension is pnted ahall be paid on or 
before the date of the exptration of the period of tho 
utension. 

1 
(b) 11 tho time for payment of the tu, or ony tnotollment 

thereof, is extended, there &hall be eollooted •• • part of 
such amount interest~ the.~n at th6 rate of 0 par centum 
per annum from the date when sueh pllymcnt ehould 
ha,•e been made if no extcns:ion b&d been granted, until 
JlAid. 

71. V ofvnfary adv"-"" fXJYIMIII.-The tu, or an)' inlll&llment 
thereof, may bO paid, at the election of U... taxpayer, prtor to the date 
preooribed for ito payment. 

72. FNct!.oMl part~ of - .-In the payment of the tax, a frae­
tional part of a Ol'nt &hall be disrenrded unl .. it amo11nta to one-half 
cent or more, in whleb euo it shall be inereated to I cool. 

.DIPORT.U.T 

'11. Within the limito of this information circular, it ia im~blo 
to antici110te queotions that may arise in the minda of toxpayan. 

74. It 11 wg~ed that inoome-tox returna be preportd •• _,. ao 
pooaible afttr J•nuary 1, 1943, to permit of ample hme for the aub­
miaaion of requeots for additional mformation by the individual tal· 
payer direct to oftlcial.o of the Bureau <>f Inten10l &venue. 

SUGGESTED 

1, 76. Jt is sugllHted that the tnxpnyer rend the following "eheek-o«" 
ust before mn1Ung his income-tax rCturn: 

(") Uae proper blank form (par. 16) and mail to "ColltlCtor of 
Internal Revenue." :Be rmre ret urn is a:igned, and tbat 
l'elpittanoe is enclooed with the retun1. 
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(b) PayTr\fnta of $."JOO or more to other peroons. ~por1 to be 
• made to the ''Commi~oner of lnlfmal Rf,·ermt, Dureau 
of lnlfnud fte,•enue, \Vnshington, D. C." (J>atr, 21~. 

(c) Unlt'JOS thP due dote for 61inA" " retum is deft'rred 111 ac­
cordllnce with Jlllntgntph GS, or the time for Rllnjf is tx­
tendec1 in · acoordnnoo with parngn,t>h 70, the mcome­
tiiX I'Chu·n must be 1-eceh•ed in tlle nffioe ot CIIC!. "CoJJeccor 
of TntCI'IHtl Re\•tmue" on or before MIH'Ch llilh following 
tho elo"" of the tnxnblc yenr or the 15th dny of the thh•d 
month following the close of n fu;cnl yeor. 

THE VlCfORY TA.'C 

76. TI1e Victory T~x i.s an addjtionn_1 tax apnt fmm the in~me 
hU.. h i.11 irn~l "' the rate of 6 pen:entum upon all Victor.,Y Ta:r 
11tt int•omt in tX(fjijf of $624 rettived during tht Cauble year by utry 
irKih•idual, ocher than nonrtt~idtnt alien~ wbo are not tngaft(l in a 
tn1dt or buttintM in the United Statf'S, from M.lnrita and othfr com· 
JM'Il!ation for JM'niOitiJ etrYices, dividends, inttlftt1 rtOtl and roy• 
a hi~ anmaiti~ net pl"'fit:B from bwiness or profession~ or inMme 
from P"r1ntn;lul.., Bdueiory income and otbtr inc:om.e includible in 
~ anc:vrM, f'Xcept npital gains and certain interut on United State~ 
Obli~tion-5, and com(Je_nsauon for injurit-8 or siekneN indudfd in 
rtjtUior II',_ inc:omo becou.., _of medical ope.- allowed u deduc. 
tions in prior years. 

77. Tla• Victoo·y Tu io not applicnble with !'t3)l<lct to inc:omo re· 
rth·td durin$!' the Cl,)e:ndl\r year 1942. It is Rpp1icnb1e only wilh re­
SJJ<tt to t•uble y~o1'8 beginning After Docemlier 81, 1042, ond will 
c:cpi1·e after tho date of cessation of hostilities in the pa-e&ent. wnr. 

WJ'I'RliOLDING TAX 

78. To •id in the oolle<tion of the tnx, "''ery employer ie required 
to withhold fNJm ench pnyment of sall\ries ond Wll'lt!l made After 
Do<tmber 81, 1042, 4 1,"'• centum thereof in exceos of $12 per wet,k, 
excc1>t that the deductaon ah•ll not be withheld from, among othort1: 

(a) Remunerotion paid to memben~ of the military and naval ( 
loren of the United Stat.,._,~ ,..~··- -.( ,.r... J"'u • 

(b) Payment& for agricultural labOr, cNual "bOr, and clomeotic 
lltrYiOM. 

(c) Paymenta for oemca performed u an tmploy.., while 
outJido the United States, which ineludeo only the &at.., 
the tmitoriM of Alaah and }h,.jj, and the Diltrict 
of Columbia. 

iO, The wilhholdin.tt employu is requirod to file a rttum and pay 
to the Qo,~mmont ... h quarter, the..._ withheld. 

VICfORY TAX RE'I'lJRNS 

80. It ie provldod that every individual having a ~ inqome In 
....... of $024 for the taxable year shall make, under regulations 1>••· , 
!C:ti~ by th~ Commi•iono.r of Inte.mal Revenu~ a retun• stilting 
8\>ecaficolry tho Items of hi3 .ltro!JO income and tho dO<fueliOI18 And orooite 
• lo11-ed by tho Victory Tax law. 
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81. n.. Victory Tn will bo oom,ruted on the rogular inoome taa 
~turn. Against the 14Victory Tu: shown to be dUe, the taxpayer 
will bo ollowed credit for tho amount withheld at th6 eou..... n.. 
tupayor will al110 bo ollowed a post..war credit againet thetu. Sucb 
tredit. in tho ea.ee of single persons wouJd be equal to 23 ptr lJentum 
of tho tnx or $000, whichever is smaller. In the cue of tiH~ head of 
a family or 11 ml,rricd pcl'80n living with husband or wife. the credit 
will be 40 per oontum of tho tax or $11000, whichever is amollar. A 
tdmill'r Cl'eflit for tnch dee-endent wilJ De allowed at i J>er centum of 
tho tnx 0 1· $100, whichever t8 smaller. , 

82. This [lOBt·war credit may bo aboorbed in the current ~tum by 
(a) Lifo·inauronce premiums paid during the year on lifo 

insurance outstanding on September 1
1 

1942. 
(b) P•ymento on debts oontracted prior to SOptembor 1, 1042. 
(•) Amounts paid for tbo purchase of United Slatoo ebligationo 

apocified by the Sec:retary of tbo '1'!-euury. 
83. A«<rdingly, tbo aJIIOOJlt withbold at tho eource, plna, at the 

•loctioo of the tax(Jeyer, .-..nts aboorbed apilllt the poot..war crodit 
during tho calendar year under subpvopapho (•~ (b), and (•) 
abon1 "ill be credited first against tbe "Vtctory Tax, oi>d an7._ 
of iUCh eredita will bo credited againlt the rogUlar income taa. 

u. 
OIPORTANT TO NOI'B 

(4) Tho "Victory Tax" il an additional tax, apart from tho 
income tu:. • 

(b) It is not applieobleto income for calendar year 1~2. 
(<t) Fir&t 11Victory Tax" return is due to be flied not. later 

th11n March 15, 1944, subject of eouf1e, to tho Slmo 
oxtansiona applicable to regular incomo tax retun1a. 

(d) Pay to members of military and noval foroea of United 
St•tcr ia not subject to tho withholding tu oltbough it 
Ia oubject to the Victorx taa. 

W.B. Yov~ 
Roar A.dmirol, 8. C., U. 8. o•y, 

Paym41t«- o-..u • tll4 No•y . 

•• .. - .... , .Iii •• ,. •• ., .... ' •••• 
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MEMORANDUM 

TO: Secretary Morgenthau 

FROJ.I: Mr. Sullivan 

RE: Tax Status of Members of the Armed Forces 

--Noncommissioned military and naval personnel receive an 

additional allowance of $250, if single, and $300, if married 

or the head of a family, thereby increasing the personal 

exemption to $750 and $1,500, respectively. The allowance is 

also grante~for purposes of the Victory tax, which is not 

subject to withholding at the source. 

Allowances for quarters, subsistence, and uniforms, as 

well as that part of the allowance for dependents contributed 

by the Government, are excluded from gross income. 

If ability to pay income taxes is materially impaired by 

reason of military service, collection may be deferred for 

six months after the termination of service. No interest or 

pe~a4ties accrue during the period of deferment. Assignment 

to sea duty or duty outside continental United States extends 

the time for filing return and making payment of income taxes 

until approximately three months after ret~rn. 

If a person in military service dies, all current and 

deferred income taxes become liabilities of the estate. 

Attached is a more detailed analysis . 

Attachment 
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I. Al lowances for Persons in the Military Service. 

Section 22 (b)(l3) of the Internal Revenue Code , added 
by the Revenue Act of 1942, excludes !rom gross income eo 

much of the compensation for active service dur ing the pree~nt 
war received by noncommissioned military or naval personnel 
as does not exceed $250, in the case of a single person, and 
$300, in the case of a married person or head of a family. 
The effect is to allow to members of the armed forces the 
former exemptions of $750, if single, and $1,500, if married 
or the head of a family. The f amily statue and statue in the 
armed forces ie determined at the end of the taxabl e year. 
The special allowance is applicabl e to the Victory t ax, which 
i s not withheld at the source as in the case of wages and 
salaries of civilians. 

Amounts received by officers and ~nlieted personnel as 
commutation of quarters, tor subsistence, or tor uniforms are 
excluded !rom gross income, but no deduct ion is allowed for 

amounts paid t or uniforms. 

In the case of allowances provided for dependents of 
members or the armed forces, part of the allowance is deducted 
from the pay of the noncommissioned personnel and the balance 
ie cont ributed by the Government. The latt er is considered 

a gift by the Government rather t han compensation for services 
and is not t axab le to either the serviceman or his dependent s. 
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The part that is deducted from the pay , however, is taxable 
income of the person in the service. Amounts received as 
compensation for disability incurred in the military service 
are exempt from taxation , as also are pensions paid to widows, 
but retirement pay is regarded as compensation for services 
previousl y rendered and is subject to tax. 

II. Deferment of Tax Liabilities of Perso'ns in 
the Military Service. 

The Soldiers' and Sailors' Civil Relief i ct of 19~. as 
amended, defers the collection of income taxes from a person 
in the military service for a period of not more than six 
months after the termination of service, if his ability to 

pay the taxes is materially impaired by reason of such service, 
No interest or penalties accrue during the per iod of deferment . 
Relief may be had with respect to taxes which fall due prior 
to the period of military service, as well as taxes which 

become due duri ng such service.. U though the Act provides 'tor 

deferment for not longer than six months, at any time during 
his period of military service or within six months thereafter 
a person may apply to any court ' fo r an additional stay of 

enforcement for a period not in excess of the period of 

military service, 
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If a person is assigned to sea duty or to service outside 
the continental United States -- the States of ·the Union and 

the Distri ct of Columbia -- t~e time for filing his income tax 
return, or for paying taxes, for any taxable year be~inning 

a!ter December 31. 1940, does not become due until the fif­

teenth day of the third month following the month of hie 

return, or until an equal time aft er t ermination of t he war, 
whichever is the ear lier . (Public Law 490, 77th Cong., 2d 

Sees., Approved March 7. 1942) 

The time for performing certain other acts under the 

internal revenue l aws, such as filing a claim for credit or 

refund of any tax, bringing a suit upon any such claim for 

credit or refund, or filing a petition with the Tax Court,. may 
be extended by the Commiss ioner of Internal Revenue under 

regulations prescribed by him with the approval of the 

Secret ary . ( I. R.C., section 3804) If the person in the 

military servi ce is assigned to duty outside the Americas 

North, Central, and ~uth America (including t he feet I ndies 

but not Greenland), and the Hawai ian I slands -- and if such 

person is outside the Americas continuously for a period in 

excess of ninety days, then the statutes of liaitations with 

respect to these additional acts are suspended as a matter 

of right. 
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In the case of death or incompetency of a person in 

military service outside the Americas or the continental 

United States, such taxes become due on the fifteenth day of 

the third month fo llowi ng the month in which the executor, 

administrator, or conservator of the estate of such person 

is appointed. Likewise, if payment of taxes has been 

deferred because of impairment of ability to pay resulting 

from the military service (regardless of where the service 

is rendered), the t ime for payment is a date no later than 

six months after death. The deferred taxes , as well as the 

tax for the year in which death occurs, become liabil ities 

of t he estate. 

III. Definition of the Term •Military or laval 

Forces of the United States.• 

As used in the Internal Revenue Code , the term "military 

or naval for ces of the United States" includes "the Marine 

Corps, the Coast Guard, the Army Rurse Corps, Female, the 

Women's Auxiliary Corps, the Navy Nurse Corps, Femal e, and 

the Women ' s Reserve branch of the Naval Reserve." This 

definition is being construed to include the women ' s auxil­

iaries of all branches of the service. The Coast and 

Geodetic Survey and the Public Health Service are added for 
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purposes of Public Law ~90, but the women's auxiliaries 

are not included. Relief under the So~diers' and Sailors' 

Civi l Relief Act is expressly limited to members of the 

Army, Navy, Marine Corps , Coast Guard, loman's Army 

Auxiliary Corps , and certain officers of the Public Health 

Service. 
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TREASURY DEPARTMENT 

INTER OFf'ICI: COMMUNICATION 

.,.,. J&DUar:r 11, 194} 

lilr. Gaeton 

lilr. Sohwars @__--

Leon Henderson'• eponeorehip of Rolf BU8ent•e pro­

posal for currant installment buyins for poet-war de­

Uver:r •• announced at a press conference at OPA at 

noon last Satu.rda)", whan the attached feleaae••s handed 

out. Prior to the conference the Baoretar)' 'e news on 

the plan were called to the attention of the Office of 

War Info~tion and the Intoi'IIation Dineion of OPA. 

Ae a result, Leon •de it clear that the propoeal -• 

jus t that and had not been given any endorsements, that 

he would subad.t it to the President u · the Prnid.nt 

wished t o eee it. The ~ajority of the etories srowins 

out of the prue conference oallad attention to the 

~raasurJ'e opposition t o the proposal. 

0111 controls information by (fPA and other war agencies . 
That o!!ice approved and scheduled the press conference and gave 
ita approval to the issuance of tho release . 

... .. 
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1011 U!.EASI! J./Jl. - · 1943 

A Plan 

tor 

Rolt JlueeDt, Bpeo1al. AMeor 
ottioe of Pr1oe A~ti<>D 

Jlote I Ill the dAmolDI-Dt of tbe plan pnMGte4 1J1 tb.1a _.....s~a 
the writer bu ba4 tbe »lptul ac!Tice aD4 -1~ of ~. ~ 
Broon>, of tbe :ao.rd of Goow.-. of tbe h4w'al II-" ~. of 
~. Alln!ID rrs.a.u. of u. IW Yark liar, AD4 of ...._. -
Al4w-ecm aD4 ~. 11. lllbec»k of tbe otfice of Price ~ticlll. 

27 
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I , TilE PLAJI Ill BRIEF. 

Jntlat1CiliU"J ngn1t1cance of o<lCTerdcm of 
o0118~e ' goccl.l 1n4uatr1ee • 

~1&18 of 41Tert1ne eurplwl purohaaine poorer 

Expell4itllre T8, MTine for poet-var cl.ll1T81')' 

lMt&lMDt J)alllllmta ... expc41t\ll'M. 

Mi161>1tll4e of 4e.flat1CXI&r7 eff.ata. 

ni. BY· PROro:."'S. . . . . . . . . . • • 

at1llulat1CIIl of poet-war bual.Deee aot1T1t7• 

Oontrcl of 4-.nd for 00118'-r&' durable•. 

Pro~enat1on of ealee a ch1Mr7. 

IV • OODl'lYSS lOR Pt.R:IIAS!M • • • 

Re•11tance to the ea1e of future•. 

Appeal of pr1or1t1ee • • . . . . . 
'.!'be price U.OOIIIIt ae an Slloent1ft 

IDcct1TN for pra1pt ~· 

~ eobe4ul.N ••• • 

Obaraotar11t1oe of nert1t1oata ealee 

Dealere ' ealee oc.al.ee10118 • 

• • 

• • : 

.• 

. .. 

.. . 
Inoent1TN for anutaoturere aD4 public util1t7 o0111p8111e•. 

Beleot1Cla of colleot1011 an4 bookll:eepine apoo1e• • • • • • 
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' 
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Wort or the ealea finance and local collection &p~~eiea, 

Collection and bootteeptns commitaione • • , 

wort 6n4 o<llqlellaation or the J e4e:ral Reaern l!eDta 

The Poat-\lar Deliveq Corporat1otl. , , , , , , , , 

VI, TRIABURY PA'D!Eiml AID J'lllBIW. IWIERV! l!OARI) MAMGDCI'l', 

Treaaur7 pa,..._te. . • • • . . . . . 
C0111;181'1aon vith coeta or war aaTizlp 'bcc4a 

otber a4'""'taeee tar the ":reuurf, • • , • 

• 

VII • TD PROBu:M 07 POBT·ll~ PRlCIB • • , , • ·• 

• 

A4ventaaee 6n4 41ea41'11Jl'te4!H or • •llillc at t1.u4 price•. 

Ule or poet~-4eliver,r cert1f 1oatea. 

Poat-var price oampet1t1an , 

VIII , Till!: COII'l'IIOL OF l'Ri01U'l'II8 • • • • 

S.leotioo of soo4a tar poet-vv-4eliVV7 eale. 

• 

' 

Pl'oteotillc the 111l1t&rJ r oro .. 

J'reveDttns 8pe0ulet1CD , , , , 

trw.w.nt or 1Dcc..,lete ~te • • • • • 

IX, MICIIAimlS or '1'111 PZ.AJr D OPIRATIOI. • • • 

INitalMnt cont:raota • • • • • • • • • 

Colleotione e.D4 t.:ranafara of t\lli4a • • • • • 

Del1veq of 11"04a •••• • • • • • • 

• • • • • 
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J'CIIJW CltD 

\lb6teftr 1t e a4'1'11Dteaea or d1u4'flllltaaea 1n t iM o! peace, tbe .W.r1C>aD 

practice ot cied1t b\111a8 baa real 11118tulneea 1n t iM o! var. Ccneu.r oredit 

l end.a tt .. lt re&41lJ' to .. rTioe 1n t.be ~oo1ft llattl e that -t be !0114!11t 

apinltt war-t1• l.n!llt1cn, 

Till deftl~t o! our 1Ull all1tlr7 powr vu boUDd to produce d1etor­

t10Cla 1n 011r o1 Y1l11Ul IOCDCII,J, Ooft~t upea41 turee !t:tr -te wl>otiUl­

tiallJ' 1noreue the nat1CD&l 1n0- ID4 total o--r JIIU'OllalinC J101111r . Cb 

tbe other biUld, the diftr11CD 0t ateriall 11114 labor to '11V J*'04aoUoa 11114 the 

reorui~t ot ..npowr tt:tr the ldl1'tlr7 t-. llldt the 111'04uottcn ot II004a 

vll1oh oCDeu.ro ....,_t to hll7. Tllroe •tae-• 1n the t.rlmeltloa to a 'lllllr eo~ 

C>aD be reooptu4. At eeoll ot thiN ~·' there llal 'bills the pou111Wt7 ot 

wol.ns oooa .... r credit .. tbl - ot ~&~inC the lllplot en t.be o1Y111~ IOCDGIQ'~ 

'1'be tlrot •teet. 11 0111 1n vhloh there are •hortaael ot epeoltlo •tertall1 

olt1lll IUld produotlft ~lli:pllllllt, 'vhi~ ~~~~ 1n other l'1llU l'IM1D L' · 
At tb1e ataae, appropriate aotlca 1n the 00111-r oredlt t1el4 voul4 be to 

tlpten oredit ~ tt:tr a~u .. , retripratoro, o11 'llllnllra, ""'"­

~soee, 11114 elldlar ~ tblt abeo:rb •tall, llk1l.ll 1114 tool& -ud tor 

-tl JI'Obatloa, file pwpow 'IIOQl4 be to rMIIOI .... tor theN IJIIOSJ'iO 

P1U Yltaloat ,_u.q a coatt.maou ~~-of the utl.-1 inc- tat 

VWl4 ~ ldlf J1'Q4110ttw ,..,tore 1nto -· o-et~. • ....,_ 1n 

4ole·~te tor Nllote4 ..,.sa. e'llolll4 be 'the ,..._,. r~~trtcttoa . 

Till eeoaa4 ~tap oonre wileD 'the ... ot ~ 11u • z ... , 1flaiD 11>· o- mol..__ are 1ncNU1na 1111re rap14l.J tbllll pJ'OduotlOCl, IUld '1111111 1M 

..-ral prloe lnel 11ae betp111 to r111 . At Ulle .wet 1111r1 ...,_.-.l ~ 
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1.lpOil c01l8UM1' credit are called ~or. strt.oaent dowD.-~ re~te •boul4 

be applied OTer the broade1t preotioable ~1eld; the -.tur1t:r of 1nlta1MIIt CCCl-
. 

traote 1hould be 111ort«wd ~;and re1trainte •~d ·be ~•ed \IPCCl 

cb&rp-eoo011Dt ore41te, 1nd 10 tar ae J)OIIible ~ acc...,.t1CII ~. ID 

othllr vCIZ'U, the pnera1 4e~lat1~ 1Dnuelloe of a rapid 11qu1clatt011 of COI1-

•- ore41t ,m.'!d be ~t to bear 1.lpOil tbe r1a1D8 mti<mal 1Jio-. 
A third ltap ~ be r.oOCilised VMD ~t o~ 1 ~'bll aoo4a 

1n4uatr111 baTe been OCII!Pleteq COI11'erted to .-te llZ'OIIIOticlft 81)4 VMQ tbe 

S00U ~ar.rq produoed b7 tbele 1n4111tr1N are 110 ~ a'Ya-ilabll 'ill ~· 

_.Dt.. 1.bS8P tbeH c11'o~taoo .. it voul4 be apprope 1ate \o t.llrdW tM 1Dit&l­

~ ore41t e71ta into nveue--to eell soo4e 011 tbe inlta~t pl& i'cr ;o.t­

- 4Bl1TBrJ. ID tb11 ~. the 4etlat1Clll&l7 et'teota of 1118talM11~ ~ 

be CCIItin\led after prn10111 credit oc.aitMnte ban been· 11tuiclate4. 

VII entered the tirlt ot these thM'e etap1 in the late ~il.ll of ].9110. II 

• r of the ~ollowiDa ~· the eeoODd 1te.ge bad arrind. 

Act1CII 011 tbe CCIII- oredit trCilt cue belate~ at the bes1zlll~ of 

!ept ,... ~1 Vith the prcw•liP'tiOD ot Reeulat10D \1 bJ the ha-l JcN­

Jio&M. Ve17 properq, the initial resulat1cm vu directed prbm-117 tc111v« thl. 

t1abtc1Da ot down-~te, vh1oh vould reduce d.-M tor epeo1t1o sooaa, 1114 

-Cilclariq at tile' l1aitati011 ot •turitie•, vhich vould reeult in a ......-1 

liquidatic:a of CCIII- ore41t. Bu.blequent • ""M!Dte ban; with equal peopri­

et,, bee tiNoted t.owar4 broe.dentna the ICCJP,B ot the down-~t Z"Ntz'io­

tiCIII IID4 redlloiDa •tur1t1e1 tar 1Data'MDt 1114 ob&rp aoc01111t on41te 011 a 

broa4 treat. 

Tb8 etteote lili.n been .ubetlllttal:, llld ot u 1ndolil illpartaDoe to the 

- 2 -
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Office of Price Ac2a1nilltrat1CIII., D "" tar sooU Yhioh OCIII!PeW Yitll u t. 

tar eoaroe -t.r~ u4 ek'lle wu N411oe4 Jll'801p1tat.]J. "- 11taitat1aa f4 

c~ credit , 1D4\Ioe4 1n part b7 zwtr1ot1CIII8 fit tile r-•t1CIII. M4 Sa pu't 

bJ 1i111t&t1caa Clll. tbe npplJ fit 10041 o,_,, Ml4 Clll. GNU,, lila Jlfti"1W a 
11ft e.n4 pCIIIC'f'lll Wl&t1011N7 tCil'Oe. 

we are DOll' well 1Dto tale t.h1r4 etep. Pl'o411ot101l fit panes utc.o11U.·· 

nut to zw14mt1el htlueizl8 tbe -t s.partut fit aU 60118_.. 1 4ara11J. fDCIU•• 

vu 41eoCIII.t1mie4 1n lellruu7 ~ u4 tbe OIISibiiJaSa& -.JariV fit OW 01\1111-'7 

11u bee POW rna tbe autc.ob1le .rbt b.J "*'1" rat1m'DI• Nn 

q~]J, o1rtliaD pro4uct1CIII. ot a lar8e " '1r fit otblr ow a' au 'JMIIM 

beiD •topped· rar - fit ta-. 1J0048, 111Yatart• llaYe belllrn ,.,. fW 

epeo1t1o pul'JICIIIo Jar othlrre, ~See llaft ~ belllllltiAftel !Ill­

rap14]J approechiDs M'Fwt1CIII.. 

Both ~ a PQIIboJ.os1o&l Ul4 tl'CII m eodl',.'o ~mt, tile t1ae 11 

ripe tar appropriate eot1CIII. Clll. tbe OCIII.II18G' credit ft'CIII.t. 

It 11 the purpoee fit ~ Nb• to lllclr haw eoo41 oCIIIlA be Ml4 Oil 

iuta~ oCIII.traote oe'Hns tar 41l1ftl'7 111 tile poet4V pcio4 _.haw IIKill 

~&lee YVII.l4 att 111 tbe 1'1(!bt aeas.t 1111'lat1CIII.. 

- ' -
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Tl! PLU IJI SIIr 

Tb8 Jlu. pz w bare s. O.•i(IPed pr~~ to 41'ftl't ~· 

Plll"'bu1118 JOIIW trca the .-rat tor OUZTet 800U aD4 thllreb;r to :r.line 

the 1Dtlat1~ pz 11 w• Oil the pr1AI_e lnel. It~. ho.,.ter, ban a 

_ .. Uiirl Oil hlplt ... t b;r•pro411oWI it ¥01ll4.pt'CIY1ala a441t1aaal. t\m4a tor 

rs-SDc toW Woi'J tt; YOI&l.4 1111.114 up • . baok·loe ot parobui1Da JOWW that 

WOIIl4 ftloWtaw the tru.-ttiOil to a ,..ae-ts. NCIDCILijJ it voul4 JI'OY14e 

• - flit ~ poet..-.r 1rt"" into l1De vith eupJ~ 1n .-raw that 

- ~to be be4l.T Ollt flit ... ,. ., tt VOill4 pt'CIY11e llc.B ~Oil OQZ'• 

r.t ra11e1t tar ~ that !law bee or v1ll be bllrt b;r the 4S.oOD• 

t•- .. flit pzoaottOil flit the 8()04a vhioh the7 Nll; aD4 it VO\ll4 ~·­

lit :a-t ·a ~ ee111z18 aD4 ts-1118, etruoture u thll buS. t or 

np14 poet- 8 QADII101lo 

~ Ml't1nal pr!DD1}11M !law bee t ol..lon4 1n thll «enloplllmt 

·te .. .,-. ~. u. ~ -.ch1Dar7 flit 1nllt&l~ 1111111Da bu ~ 

Nl1e4 ~ 110 tv u JOU1ble 1n 1W OJ«l"&t101l. '1'1111 1111M'M the eu&l Jill'"' 

1I0M f/6 tlllietiJII the 1:r1n Ul4 '"8mu•t;r flit prtw.te ealea.nahip 1n the 111111· 

~a& ooJlNt101l effort u4 flit &'f'o141"8 expuuLiOD ot the tea-l bureall0l'll07• 

IE a', JIJ til Oil aoo4a tor poet-var. O.l1ft17 ban bee related eo tar u 

JOMi~ to eq UtuNB tor MZ'C'lwn11M1 u4 oharectorS.ttoe that voul4 

UU t111a to lla't'1llp hew bee &'f'016M. '1'1111 111 flit prt.e t.pcrtanoe biiOaUM 

~ YOI&l.4 be •''1114 Oil the 811t1·1ntlat101l troQt 1t 0~ Mn~ 

IIIIU'te4 their •'f'inp tTca paro:buN flit w.r ·boD411 or tr<a other ea't'me- .e41a 

• II • 
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1nto poet-var-deliTer'7 purobaaea. J'1n&ll.7, it baa been tba pol1c7 to noid 

dietort1an of the nar.lmachiner7 of d1atribut1an. the plan ccntaplat .. 

a ehitt to f'ree market conditiana ae quiclt1J aa poeeibla atter the var and 

it attempts to preear:"e the position of ftl'ioua caapetitin a~ta 1n tba 

diatr1but1Te proceee. 

It •- doubttul that ·~ pencaa would be vill1ns to 'blq, tar 

deterred del1Ter'71 goode tbat oaD be bo1lfl)lt tar curreDt del1TerJ. IIIDca m 

eeeenti&l requirement 1n the aelact1~ ol IJoqd8 to be aold 1111der tba plan 
• l. ~ ' 

1e their unava1lab111t7 at preeent. ~ tJP41I ~ c~' d'IU'abll soo4l and 

8TI!ID •~ eerY1cee IDB&t t.hie requirement md would len4 ~elTee to poet-• . 
. 

ot relatin~ hish-prtoed soode tbat are preectl7 1n c~ uee and are 

~~~·~ bz;,c~t;_1TBlJ -u n~aot ,aub~tmt~l~~turera. J'~ 
thia reaaon it 11 proposed tbat the plan be applied at tba outset on1J to 

~ ¥ • , 

aut<IIIObil.ee, ref'rigeratare, pienoe, oil burner• and autaBtic atoll:8re. later, 

t ba llet eboul4 be ~to cOYer otbar 8004& and ilerT1oea1 wbara caratul 

·~and ocasultetion with the tr&dee coocemed 1n41cata tba a4aptabil1t7 ., ' . . . 
ot tba plan to tbair ~11. 

~ • . .. .,w 
Because it 11 ~eibla to P".dict aoo~U"atalJ the liTel of~ 

.u.., 't t' I .) 

.ducti.al cq~ta at:ter the var, DO attaamt would be ada to eatabl1eh at the .f•( '\ \ ·" ¥· ~ t~ ~ ...ii _;·....;:, Q L 

tillll ot thO. inatal~ •11 the Ficee at wh1oh 8ooda voul4 be dell"Nre4· 
t1l ~ .. ~TI :.«' ~ e ...... 1·• • 1 of , .; ·r -~ • ' 
The PllrC~ ~ ~~ a .cert~1cata yh1ch .would be ucepted 1n ~ 
of tba poat..-r PllrChue price ot a apec1t1ed article. Cert1t1oatee ~ 

~~ 

- 0 --' -
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epoc:lried pr1ce-olue. Muwtacturen voul4 probab~ bu1l4 their JII"Q411ote 

110 tar u pouible to ..t the .rlr:Bt etrt.bUebecl b)' cert:lr1oate .u-. But t) 
1r poet--war pricee dittered :trca the 't'alue of cert1t1oatee, 41ft--.e 001114 

be ree.41~ adJueted 1n cub or 1n fimDoe CCIIIIPIJI1 ore41te • 

Cert:lrioatu woul4 be eold ~ em 1DIIta~t ~ 1D art1ir to 

81100\IN68 ~t out of ourreat 1DcC88. ~ eo"'!4"1 u e"nnlf 'be n­

latecl to cert:lrioate ~. J"PP8Saa trca 12 -~ ~ tor $100 _.. 

tifioatee to ~ ~ P"J te ftsr $2,000 owt1t1oatee. In ..,._. to 

lqllal.1&e the e1tw.t1em of c1rtU.Z.· ID4 p4INODII 1n the u.e4 fCIIl'Ou, 'the 

latter.voul4 be pemtttecl to blq em '=s ~ eobeclul.ee. 

To pze'lllt epeoulatoN trca aoquiriDs ol&DI to l&rp ..-at1t1N ot 

b7 8111 em. lJCIOO Voul4 be Uaitecl, Prior to the 4ate ot the2J' ftl14aUCil far 

the del1ftl7 of 810de; owt1t1oatu Voul4 be -tnulol1'w&ble · ~~~C~eP ..._.a 

lilllitecl Ullll1ler of oiro~e euoh u tu.r1t.Doe or .be~,, aeoutiGae. SJI 

eatiet.cttem of J'•dpent, 1114 dietr1but1Cil of u..te 1D ~7· ~ 

tbllir ftltcSat1Cil, owt.:lrtoat.. woul4 be~ tzuwtwuJ.. 

c~ voul4 be oiferecl two 111oeatt.,.. tor PUI'OliU1DI ~ 

4el1ftl'J' owt:lrioatee1 a prior claill to tb8 aoo4e 111),1eot to ale, ~ a 

41ec<Mit :trca the Mtabliebed poet-nr pr1o•. 

Pr1or1t;rnlalbere voul4 be detendnecl b7 the~ 1D ~.tale pal"' 

olluco eatere4 hie ~ CCIIItraot, Yi!:b e4Juet.mt. for c!elillc 
wk1na ~te. Thue, 1t the parcbuco ...-zl4 hie~ eas..t­
f'1ret ~ ot oper&t1em ot tb8 ]ll1lm 8114 a4e hie PI') te ~. be 

woul4 be ua1tJIH pr1or1t7 mwar 1; 1t ~ lNl'Ohi:M .. 11itttate4 ..... 

tb8 _., ~. be woul4 be .,..i4!1184 pr1or1t7 ~ 2J etc. 'i:t lie....,. 

- 6-
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4eljDquent beyand a reuonable erace period, hie pr1or1tr zn.ber vw14 be 

1nerM•ed m reletian to the degree of del~-7. 

The price d1ecount v ould be acce~~Wlielled b7 81T1Jis the po~~t_... 

delivery certificate a "merchand1ee" Talue sree.ter thaD ita p~~rohue prioe. 

It is proposed that thie differential be fulld at ~. 'l'llu, a _.-tifioate 

tor vbich the puroba.e~ P8711 ~ vould be •orth $220 jD ezobulp tor :poet­

var E;Ooda and a certitioate coetiJis $1000 vould be worth $1100 111 ao•np ---, --
tor sooda. The d1tfererntial vould be •411 up at tile ts.. of deli_, 'J 

. . 
the sacrifice of part of tile nor-.1 sro•• profit b7 the deale~' no OCIIIIlatM 

the sale and by a rebate to that dealer b7 the -ractllrel' YboH 1D04e AN 

delivered. 

Certificate alee would be -.411 b7 .eet&\111....., deale~' CIU nta­

tiODII -· by autalob1le ealea aaernc1ee, b7 retriprator an4 pianO --.. 

and by MatinS equi:r;aent cantractore . The plll'Cbulr vould •isn a pollt• 

var-del1Terr cODtrect and mallie a modest dolln•:p&1m~Dt, ~ vith the 

dernca1Mt1an of tile certificate, vhich the dealer vould blip u hil Sllitial 

Mlee caaiee1an. The daler vould tbern 1aod the oCllltraot to a lalN ts-e 

aseDC7 that bad been autharislld b7 a federal RNIIl"ft Blllk to •IIJliil t1N ool· 

lect10111 and do the boolrbepiJis. 

Upon receipt of tile poet-var-deli'l'e1'7. ocatreot, the lalN ts-e 

asen&7 vould ieeue a ~t book to the plll'Cbai41Z' an4 ope a 1adpr aooount 

tar h1L bee aaernciN vould 'be reii})ClQI1bll for reoordJDS ~. tar 

traDaittinS t'tmda to the hderai Reeerft lllnke, tor HD41118 ~ 

110t1cee, for referr1118 defaulted CCllltracte bto.ck to the deallr, tor •­

puting delmqU111107 oharpe, an4 tor ul1sn1118 pr1arit7 111wbera• 

Iillltallllnt p1111111111te vould be •de, hololill, to a 4!tfll'tllt e.t 

ot 11811Deile. Tile aeerno1e1 tl.t accept ~te trca plll'CIIaMrl llloul4 be 
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(2) a cub ftl.De at •turit7 equal to tbe &IICIU:Dt pa14 1n b7 ~ 1"1l"Ciwler, 

ex~~lueift ar 48l.iDqlalo7 ol:arpe; &114 (') a ~lwn41ae ftl.ue at •turit7 

equal to uo per oct ar the cuh -.alue. 

rn additicm to ita resular caaieaicm em t'lmde collected, tb. MlH 

tinaliO• 8681107 vould aleo reoeiT& a 11101"8 eubetent1al t'raot1cm .ot delinq-7 

obarsee to cCIIP""•te tor the vorlt ot eendma delinquent DOtioee and dCIIIpUt­

ina oharsee. The ~1n4er ehoul.d be d1"Y14ed between tbe Treaeur71 to oca­

plllll\te tor the loa• ar the uee ot tunU durma the period ot delinq-7, 

and the J'e4eral. RHene l!aDk. 

Vhen the· puroha.eer bae OCIII!Pleted h1a ~te and cbarpa tor 4e­

l1nqUID07 laTe becl collected, the lalel fimDoa &pll07 v~ pa7 tbe 4lalAir 

hie final cc.Dieeicm, aeeigll a priori t7 nllllber to the purclaeer 'a aoo01111t 

and eend it to the J'ederal Reaene ]lank tor audit. The Benlt vould en»1M 

the computaticn ot c:tarsea and the ue1snment ot priorit;r eq1d inlpect ite 

recorda to pre'fent the purohaaer trCIII aoquir1n8 110r1 oert1t1oatee than be ie 

llltitled tc. 'U the :Noord vae eatiataotor;r, it would then inue a NC• 

1atel'9d1 pa1d~up certificate beerina the appropriate pr1ar1t7 IUII'ber and 81114 

it to the purobaeer. 

The eel "116 ot pr1or1t;r nllllbera when produot1CtD 11 ree~ would 

be tbe reepcoe1b1llt.7 ar the J'ederal RHil"nn Board. u eOCtD u 4ealC"' ban 

reoei'Yed eatiataotar;r ~tor1ee, pr1or1t;r nlllllbera vould be called u rapid­

l;r u add1t1anal coode are produced, unleae there ehould be a tend11107 to 

expand pro4uot1Te oapaoit;r be7Qld the reuCtDe.ble l1mitl ot norml a-d. 

The llot.rd ahould alao haTe the power to crut apeoial pr1or1t1aa wheN thia 

vu 1n the publ.io inteNet. 

- 9 -
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?nid-up certificatea, vben c;ountereiSDed b7 purchasers and ex-

chanGed for goods, vould be deposited to deal ers' bank accounts at t heir cash 

valuoa nnd they vould be hono::ed b)' tho Federal Roeervo Banke from funds made 

available by tho Treasury. Control of tho distribution of gooda vould be exer ­

cised by the upstream fl011 ot coupons a t tached to pa.id-up cert1t1oatoe, vhicb 

vould entitle tho dealer both to a rebate traa the manufacturer and to the 

shipment of another article to replace the one del ivered to tho cort1f1oato 

holder. 

- 10 -
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OUIIOTIVIS OJ' Til! PLU 

DllriDS the ~t eeTer.1 )'e8n betvMD 10 &114 ·~ ot all o-­
expenditt~r~~a han been 48-rotecl to tile purollan ot o~ 1 4\ll'able aoo4e, 

other than boueea. 

In 1941 N;peDcUturee tor altoh sOoae approa.ohe4 10 b~ Gol.lan, 

1n ep1te ot allorta8e• ot ateri&le &114 l1a1tat1ooe oo produot1Q~~, a114 1n · 

ap1te ot credit r.eetr1ct1caa &114 &:.Q)ile t&xN illpcead dur1118 the lattco pert 

ot the )'ear to """"*' dtman4. ,u-t tbree·tif'tlll ot th1l •• .., ~ 

tor autca>bilea 11114 for .aut<DOb1le part& &D4 eoceucrt .. , ~ --tlftll 

vaa apent tor holl.eebol4 app11&Doee IIZI4 t1zt1D'N. Tile ~u.r 'ftDt ffllr 

home turn1ah1D8e, pl.aeaure bcate, vatchae IIZI4 ,_.ll'J, -· etc. otc­

IIIObilea, retrigeratcra, p1anca and aut~tic fllrllacee-~tbe (110041 vllioll VOIIl4 

be 1110et read1~ adaptable to poat-var-del1TerJ eale--accCIIIltad fOI' _.. t11ma 

~ of the total To1w. ot expend1turee tor oODI\111111'8 1 a-11111 (110041~ , 11114 

peormpa AI 11110h • ., 9<ll' of the total TO~ ot ~1turee tfllr (110041 vllio!l 

haTe eiDce d1-.ppeared, or are c111Te11tl7 41-.ppearq, traa the ope ..nn. 

~lat1!!!!1:rl, S18!!1f1canoe of CODTerdOD of COIII1a81'1 1 aoc4ll In4Uitr181 

Var reqw.r-ta haft out haartl:r into the 1114~tr1el tbet CIVPPliad 

tbqe goode, ~ c:ro thaae i.Dduatri.H, auch., tlloae -.nutaoturiDS a~ 

bU. .. , retripratore, -.h1118 -.ol~Jme, lliOtiCID c~, &D4 r.41ce .baft 

been OCIIIpletalJ OC4h61 ted to var produottoa. Otlllre aN 1n tbe pl'COMI of 

. OcnTeri1CID; &D4 1t1U otlleH haft beeD .topped ar e11Mt&Dti&U7 o11l't&1114 

-ll· 
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by the scare! ty of oeeenti!U mteriale. Of tho whole liot of consumers• 

duroblo goode only woodon furniture end certain types of housefurnishinge 

hove been relatively unaffected by the impact of military requirements . 

'rho volUDJe of coneumera• durable goode currently roaching the market 1e prob­

ably lees t ht.n one-third the volume that came into the market a year aeo. 

And it can be expected to decline still further in aubaequant montha. 

Under no~ c1rcumstanooe 1 a decline in production of consumers ' 

o.u.o·u••~• soode would be aooompanied by a decline in the incomes ot the factory 

workoro 1 raw mo. ter i!U suppliere, managers , landlords, and stockholders who 

clopond upon such production for their livelihoocl. Thus, a decline in the 

eupply of consumers ' goode would be rouahly compeneated b;y a decline in the 

1neODee uvailublo f or expenditure on such goode. But at present moet oon­

aumcro • GOOde industries that have discontinued production are ensaged in 

thP manufacture of m1l1tary equipment. Consequently, there ha4 been no 

doclino i n incomes to compensate for the decline 1n the quantit;r ot soo4a 

th< t tu·CJ availa ble to consumer s . In fact, aa the national inc~ figuree 

c1ea•·:y ehov 1 mon<'y income. han risen progreea1 nl;r throuehout the 

j><).-1<~ vhen proc!.uot t on of many typos of conaumere 1 durab.le goode vee being 

ttscont1n~~d. 

lhlc eitlllltioro proYideo one of the eseenti!U elements of inflation. 

Ln~~,t~~ly inflati on baa ite origins either in a rostr1ctionuof production 

OC con: u:ere' Cooda relathw to the f l ow of --.e;r inoc.es or in an .tnoreaae 

ln 
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the tlow ot JM:JDA'f inccaee relat1Te to produot1Dft ot OOft811M1'11 • 80048. 

But there 1e another oeeential inSredient: there mat be a oapaoit'f 

and a vill to spend the exooee inccae. It ie therefore ot oruoial ~· 

to aek vbat cOilll\llllllre vill do vith the part of· their incc:aee vhioh tbe7 -tormerl'l spent tor sooa. that are nov no longer a't'&ilable. 

Th1e queetion brt.np ue at the outeet to an obeorftticm c<D:emiJIS 

the Mture ot expend! turee tor cOillllllllllrS' durable 80048 that 1e ot priM ta­

portance to an underetandins ot the current prob~. 

COIUI~e ' durable S004e ere faail'l capital SOOde; ad vithin the 

limite ot the crude bookkeepins 8711teme uaed b7 -t taailioe, purohaeM ct 

such soode are treated in 111110h the eame V6'f· U the capitel S004e ot buaineee 

and 1nduatrial enterprises. And tor much the same reaeona, becauae neither 

the capital outla.re o't bue1noee enterprises nor the .capitel expenditures ot 

CCMUIIIIIIre are properl7 cbarsee.blo to the l..mmediato 1ncc:ae period in which 

the7 are ads. 

Buaineee enterpr1Boe cbarse their capital expenditures to capital 

acccunte vhich are srad\lAllJ' reduced b7 depreciatiDft cbarses eaatnet cun-ent 

1noc:ae. The sree.t 1!16Jorit7 ot coneumere bU7 their capital soode on the in­

Stalment plan, which 1e merely another vay ot amorttztns an initial capltel 

expenditure b7 periodic payments out ot 1nc0111f'. From the standpoint ot the 

mrltet, such purobaaoe take place when the soode are delivered. But trca 

the standpoint ot the individual purcha.ear, tho purobase takes place OYar an 

oxteDded period ot tillla in tho t= ot a sariee ot ~nte trail inca., 

each ot which 1e looked \q>CI1 as an o:z:pondi ture tor the use and eT&Dtllll.l 

- l3 -
Regraded Unclassified



• 
ovner1hip ot the article • 

. Jar th11 nuon ;part ot the current inca. ot the ~ioan people 

11 lt1ll beiDS 41~ to the purcbue ot eOEUI-• ' durable 80041, the 

pro4uot1on and eal.e ot vh1oh baft been 1topped. Inatl 1!!WI!t P11!!W1!t1 will 

oODt1nue tor ecae tiM to ab1arb at l.eut part ot the 1Dccae tllat voul4 

otherv1•e be a...ailabla tor o\D'Telnt p-JrObuel . But thia drain v1ll sradua~ 

dvin4la 1n vol\11118. Aa 1n41v1dual 1netl~t contracts are eOIIIPletld, &441· 

.:uoo1u purobaeiDS power vill be treed tor otb«r purpoear. 

Tbe detlati011&17 offeetl ot the llqu14at1cm ot inllt.e ,,..,t ll&loe 

o011tractl bavo been aupp~tld and reintOZ"Ced b7 reatr1et1one .4eeigned to 

OCIIiPitl partial liquidation ot personal l.oanll and ebarge ace01111t1. Bovenr, 

bao&\188 ot the greater magnit~e ot inlltalJDent aalaa eredite ae O<Jilllll.l'tld 

v ith inlltlllllant loan and obarse-aceount erodite, the drain upon inocaell , 

rHultiDS tr<D. the liquidation ot eoneUIIIBr credit ae a vhole v ill oert11nl7 

dwindle oven it credit reetr1ot101111 are broadeoed and 1ntlzls1t1ed to their 

tulleet practicable 1~. 

'119! ot diverting aurplua purehaaillg pavor 

Tho purehael.ng pover thot vill be treed b7 tho sradual ocapletiOD 

ot the llqu14at1oo or prev10118 1n8U.l!Dent purebaeo• could ecaee1ftbl7 be 

captured and diftrtod tr<a the market tar goo4a 1n a ...ar1et7 ot ¥&111 • 

ll'iret, 1t misht be taxed out ot ex1etenoo. The R1m121ue Aot vh1ob 

hu J~~&t been paseed by the COJ'l8r'eaa pravidee tor an 1lllpreae1n 1nore&88 1n 

taxea, and personal and corporate taxee applicable to 1942 1noa.e vill be 
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the hisheet in our his torr vi th 1'11Bpect both to rate a IIDII. to total Tield .. 

Yet the increase in tax revenues durine the '0CIIIill8 )'ear Yill fall fe lllort 

of the increase 1n m111tarT a~dituree. '1'1» Dinotor ot the IIIIJett 81t&• 

..ated on October 7 that 1n epite ot the 1noreue 1z1 te.ue, tb8 J'.a.nl lf/W'" 

emllent deficit will Ulo:reue trCIII 21.7 bilUOD 4oU.. 1a tala n-1 ,.,_ 

endins Jllne 30, 19421 to 6,.1 billion 4o1larll tr.r tb8 fieo&l· 7HZ' 8114-

J>U\o 30, 19~:5 . TM,e rilill6 deficit IIXpend.itur .. v1ll 'be a foroe tar eqeaa4• 

ins the national income and 1nol'11asin6 the YOl\11118 of· f\mda aftilallb tar 

ex,enditure by oons\llll&re. C~aquantl,y tbe pnoBDt ta.z PIOSI•• bovnv 

burdeneCIIII8, cannot be expected to ee.se tbe 1ntl4~iOIIU'7 preeeure -w )7 

the dieappearailce of 1111portant oonaur:ere' <Wrabla 8004•· 

Second, this exeeu purche.silla pcver 11118ht be eaftel. 'n!IN -

be ll t t le doubt that the atoppaae of production of 1110et ~·· 411rabla 

600do vill give a eonoiderabb impstuo to oaviJIB. 'l'hrouab tra41t.1on ar 

trial and error experience, fuilies generall,y aoouetaa tbeluah .. to a . 
crude 1\llocation of their 1nCC111188 btotvean oe.TiJIBe, food, boQB11J8, olothiiiS 

ttedioal care, recreact1on, and oonoumere ' dur&ble goo48. Vaen f1111de OUIDOt 

be spent for the latter goode, there vill be reeieta.not to 1noreu1JIS ezpen41-

turoe for other cateaorl &e of gc..ote. Conoe(!uontJy, eavirJG& can be expected 

~o 1noree ee. 

This reoietance to an 1ncreane 1n el.-ponditurea for other Goode 

has 1te 11mita, however, and it io onlJ ill too abort r1111 that a coaaitlara'bla 

!)art of t he funds former]Jr 8p,nt for con3u:r.aro' durab! oe it 11kel,y to be eawd 

1/o lrnOY that a g1 von sav1 nco =sin totweon income ar.d expendi tu:oee--a l'l&l'gin 
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Yb1ok Wll'iN ·trca s- olaee to moo. olae1 aDil trc. t111U-1 to t.aiq·· 
ltuaa,..., la1IJI iD tbt •llievolQ' ot tu1].J ..u-. Vbla 1Jic~.- .... 
-.&, tb1l 8U'81A \rill be pt Me :wed at the' _,.., ot liiDet• otber '11114pt 

it... JIQt at a p.- iDe- ln'el"tbt IUbJ.otift ftl- ot a4A1tiCIIUI to 

tbMe Nta'hlSebed -~ ar&SM ~ att ftr1 tut. Beace, with the 

Jl-lf ot tS., ~ MIA larpr pro:part1cu at the tuD4e Yhioh c.D DO 

'"I r be IPCt tor --•.1 ctvabll 80041 an Ub].J to 'be IJ*lt to 

at11tJ otbao nat~. 

I 

'1'111r41 n ooal4 OODttmw to Nll o~ 1 durabll 80041 tor a.­
u,..., iD tall poet.11v Pl!'iod. :ae-• it PI••= wee the ui8t1J18 upaD41tun 

pett.D, tb1l VOIIl4 'be ~ ~&~illt vq ot pxew .. t1J18 1'IIDd8 0\ll~i].J 

~ tor --.1 ctvabll good8 trca be1JI8 ehStted to otbw' -.rate. 

1'1111411 tbat !aft 0111~1].J b ... apez~t tor plll'Obuoe ot aODB-• 1 durabll 

eooa- woul4 o<llltiD'III to be epct tor 1110h 80041, but doli V0%'7 would 'be poet· 

JI(IM4. 81Dol tbMe r.a. wou.l4 oo "" 110 80041 UDt11 the' 11114 ot the' war, 

tbl7 wou.l4 iD,..Ut7 OCllllt.itute eav1J181. Tot t.bere 11 ~ reu011 to be· 

11Ift tbat olaS.. 011 poe~ prod110t1011 coul4 be offered iD euch a ~ 

tbat P'l' Eta 011 ~ YOII14 be treated allaolt UDivereall,J u current upendS· 

'-· 
• UtilE! n. avS!!f tor J!O!t-var dolivorl 

It 11 at nbltlmtial ~· to tbl 111otu1Deee at m.teJJMzrt 

.. llms tor ~ 6el1ftr7 u u mt1·1Dtlat1011arJ veapcc tbat o~ be 

--aN to treat tbl1r mete'lwmt ~te u IX}*I41turN tor soo4e 
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-n J'~ob =l -xo , art.eda lUIQ! bM a.alfiHu~ 'XDl ,IIIIU.t.l!rlq "t.tbJnae 110, 

ratiJIIJ ~~'tilM!"' ~~~ b \hti~~o,~~z:--at­
~o~o~~amfil4bfth~!TJ~~bu-
1JI8 as g ~ ... ~\,t~b~oJl~~o'lh~~~=~·R· 

,n.t J'~'!!·~~al-w"dl¥t!V~1~~Jent~'-r 
~~~~~ Aft9J8!11~~Aic:OWJm•~vSII~ ~~ U 

1tnm~Jthftell\j7)~awf;t&9!.1!tt~~L~~t-~~(~ .,_ 
fQTili~e0~M~~m.t ohv~-x~.t~ft ~b=~wa 
bT ~un!o~~~~J-~t~'filf~i>~\H-9~~~~~1do~v-· 
.-. epena tbeir i.Do·~~RIMb *Fo~il~~~~ !~ 

on&H..,!!IC11!~Sv&hft!e11Jo~ !M.t~t.M ~Jgz' ~ vbo 

IIWMtme.tAB ,~ ~!t'h!fl4eFiUI8~oxf&~ti~~u~~ 

~M,b ~~nf1m0Hol!n~ ~~~ ~ t111 

lai~~~o0~~~~!8!.r~•t.f0Jta~tf.!me-:!~u~•1~~~~ till 
flow 4ec~:eew.ttbaeql.e J'mYrnio ea a.taaa!'(eq '('te-t.I:Lob- 'Uv-Jaoq 'Xlod. 

o!dtao~!t,~o~ fF~~ ~~~.M-x=t :na~ 811 

-~~RR~!l.d@l!~~tl! ~d?lrln~~=­
tllat voul4 o~ SAto the -.rllllt coul4 be ooatu,.p:at~1.~r-. .. ~ ~-at 
a bev -~.of.,- llf.Yl:Mf.¥1~ ~~~~.~1f~.d-~d~J'.~•:~ to­

~'l!!Pl~.,.,ld- lt''~lJo~4~.Rf•o»m Ym! ~~·~!:r.i::JJ!tll 
~-""'e~X'-~ ~~!®<~! .~Srt:-_vSllcJI. 
*111 ·~~1fl,_i~ t.l! t(O ot _r~~te to peaetOD 

;:'( . 
' f • 
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tl.w ot t'\m4B into theM t:ID4 M'fillp ~, Mui;J Other... vbo AM OCII• 

et1tut1aaal..q 1DoQ&'b,_ ot taresoiDS tae ezpell4'1tUN ot "-7 oent vh.inh 

- into tbeir 1111114a, ar wllo laek u 1A~Metift tar, or- u intereet in, 

t1zrt11no •Tin& VO\ll4 41ftl't pu-t ot tlwir Sno- to the JIIU'Obue ot poet­

'IIV·4el1ftl'7 oertlt1oatH rata.r tbaD so v1tllout- sooa. v!:IIID pro4110t1CII 

1e ree-a. still ota.re .. .,. eo llt~ thet ..,. tilaugb their ct1re .. .,. 
' 

1Dp vue ehUt.4 lJito P<l'!t-var-4ell'rer7 oert1f1oatee the7 voul4 baft to 

1Doreue their .. .,illp to ..t the requ1J'e4 ~te. 

Tbe Det 1DoreeH in aTiDp that trOul4 reeult nen UD4~ thMe 

llllta"n~ra'b,_ a1J'o-telloee v011l4 ]ltOIIalflJ 'be 111tt1o1ent to Vla'rtll!.t the 1Dtzoo-

411ot1CII ot a pl&D tar il!.eta~ eell1Ds tar poet•var 4el!ftr1'. llllt the 4e­

tlat1CIIlar7 etteot ot euoh .. ,.. oan 'be eu'bet&Dtal,lJ en~~emea 1t a0118-• 

treat their P<l'!t-Y&r•4el1Ter7 ~te ae a\ll'rellt expen41t~~Ne.- In 

Yiw ot the ~· ot d1Tert1JIS ae IIIICh purahutns ponr .. po .. 1'bl8 

traa the aw•wt ..rbt, it 1e ezaee41DslJ vartblltllle to 4o ~ 

poN1U. to produoe th1e l'HIIlt. 

' 
ltln aa1Dtllll7-aoau;p1e4 pere011e vho are proeped1n pur~:~hu-

ot poet-ver-4el1ftr7 aert1t1oatee baft, pe.rt1olllarl.7 a t a t1lllll ot tu11 -

plo7Mftt at h1ah v.aee, a OOI!.I14era'bla -.rgin of "tree" e&Tinp 'beJOIId tbeir 

t1xe4 ar eabednle4 M'finp ~t..lte, TbeN tree MT1JI6B Dlll'lall.7 tJO 

into .. .,inp banD, into tbe eeour1t1ee arbte, &114 into var boD4a &114 

.tap, It poet-ver-4eltftr7 aert1t1aatee ebolll4 eat1et7 all the requs.r.-te 
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ot 8 a'fin811 and proTide an attftotift ...U'IIa tor a'fillp, tbeft ¥01114 'lie a 

aubotential abUt ~ eaYiDp f'raa their Doral oU..la 1Ato JQet-.1'• 

dol1ftr1 oert1t1oataa. To the extent that th1a ooo111'1'84 tbere ¥01114 'lie DO 

net gain in th~ d1ftra10D ot purobu1D8 power tl'Ca the olll"l'ftt arlr:lat. ll&t 

to the extant that. poet-var-delhe17 oert1t1oataa tail to aat1af7 tile reti&Ue· 

mont e ol'"'R!C!1118$ and p&111le.nta Oil euoh oert1t1oatae are therefore treated ae 

current e%1)8114.itiU'8e, the 1Aftll1011 ~ otber toxw ~ aarlnaa viU 'lie 111A1mle4 

and JI&:JMDta tor poet-var-del1ftl7 oertit1oatae viU be reflected~ 1A 

a dooreaee 1n expeuditllrBI tor o~~rnnt aoode and aerrloea. 

Inetallllent J1!.7!!11tll ae expmdi tllr88 

Seftral ciro-.tclcee viU o011tributa to tile treataat ~ 1natal· 

mont ~nte 011 purchaeea tor poet·var dol11'817 u "epend1np" rather tiiAD 

II&ViD81• 

J'iret, there 1a the eatablielied J~&ttam of tuilt expen4itlll"8a 1114 

the reeiatanoe to cllan8e 1n that pattern. In ~. the J~&ttarn 18 eatab• 

liehed bt .Uattna oc.att.nte: bt .1neure.nce 8114 811Duitt oODtracta, bt 

aera-te tor ~hue ~ bui141na and loan ebarea, var bOilde, ate.; lit 

fixed rental• 011 houeee end apartaata; bt real e.tata taae 8114 .ortpp 

~te; b7 tnateJmemt purchaee obliaati0118. In Jl&rt1 it h eetallliebe4 lit 

tntra-taa117 budBet allocatiOD&; b7 the huabe.nd'e perecmal aU-; 111 

allowances t o the houeewite tor toed, tor olothin8 tor hereelt and her 

ohilllnin, and tor boueehold euppliea and equi:~Wnt; and b7 reeel'fta t or -'· 

ioal, e:x;peneea and other -rsenc;r need.e. 

Purobaeee of goode tor poet-war dol1n17 can be e.z;peotad to fit 
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D&t~ u4 .. UT 1Jlto tbU a:peaditure :P&tterll. Suoh parcbuee DM4 DOt 

ds..rupt .. tabU.becl oblJaatiOM DOr 41atort cUBtCDr7 budset al.looatiCIIla. 

OD the oCI!Itrllr7, tJI!I1 will fill the fiii,P lett b7 tbe 41Mppearanoe of ~ 

o~' t!u<'able 61)048 t:ro:a <;he .u-bt. fttr thoeB vho alrea4 baTe 1Detal.-

~ ~talate1 ~t.l OD CODtl'aote fttr poet-var. deliTe%'7 vill mezoel.J 

r.plaoe ~ta OD ccatraota fttr goode~ deli'rered. Fttr otbera, the 

~ lnl4pt ita fttr bauaehold equ1IJBit can be dinrtod, in the abeeDOe ot 

o1ln'tlllt 8Q06B, to the purohMe ot "tuturea. " lleoAUBe inetalment J)a1lllellta 

fttr 80048 fttr poet"'.tar 4eliftr1 vill replace ~1ture 1tae in faail.J 

'IN4pt.&1 thm'e will be a etra~s t«ndmc7 to treat tha u expeiDiliture it... 

8eoCD41 111Bt&'-..t ~te ian been tredit10D"ll;r treated u 

.qem4'turee u4 it- probable tlat th1e tre.ditlona.l. trea~t woul4 

OU'l'7 OYW D&turall;r ~ ~1:11 011 goode fttr poet-war dol1Ter7. D1 the 

aaral iDIItaJlllent Alee traM&otion periodic 1*11111lt& are a:a-t o<m;>letol.'r 

"'"•eooi&ted fr(a the 4el1ftr1 ot tho article eubJoot to purobue eD4 the7 

bear DO DeO•a%7 rel&titwllbtp to ita UBB, Yet each ~ ~ rep­

ne.ta a obarp ap111Bt current 1Dca.--e. periodic ~ture fttr the 

~ OIIDIII'Ih1p ot the article. 

Tbe l"U'IilteDOe ot the treatment ot inetalment I>a11D11Dto u current 

a:p.a41turee 11 111Jiatre.to4 b;r the reaot10D to chenaee 1n inetal.Mnt credit 

tcw. :U the cnoe41t • 1em• reeult1118 fr(a an 111Bta'eent ea1e 1e :P&id ott 

- l'apidl.J tbaD the goode bpreoiate in Talue, it 111 obrtoue tbet ec.e :P&rt 
of eeoh izllt&l-..t ~t reprBIIIDt& a MTill8• The larger the ~ta OD 

a SiTeD credit be.l.anoe, tbe greater 111 tbe rate of BaTing. Yet thie tact 
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appear~~ to be T1rtual~ nesleoted 1n the budaet oelovJ.&t10118 at o~. 

0118 at the pr~ U8\1111Pt10DII 1mder],J1Jis the ZO.etr1ot1CD at 1zllltal-Dt 

Gre41t tenia b7 the J't4eral Reaene Board ie tll&t, vban 1zllltal t ~ 

ar. tooreued tllrou6h the re~uotiCII at •turitiM, the~ vlll oCDt:t.m. 

t o treat the increued ~ u an expenditur. and 'ba.J.aDoe h1a ~ 117 

reduo1n8 h1a apen41nea rather tban h1a aaTinp. Tbere 1e •TIIr7 reuCD to 

be line that th1a a••UIIIPtion 1a realletio. 

Third, nan 1r it vera DOt tor the tra41ticmal trea~t at SUtal­

MDt pa;flllllllte aa upondituree, 1t •- lllllilla~ that o~ s--all7 

ooul.d. be brouglzt to look ~CII tlmlu aaTinp. ~aillaa ~aTe tor 

three primal7 pur:poaea: (l) to eateblleh a reeer'ft that oan be 1IHd Sa - ­

genoiee, (2) to proTide a o011;petence tor the period ot retu--t, 1114 (') 

to create an estate t or the proteotiCil at vine and oh1l.dreD. So lCIII8 u 

poet-var dellTe1'7 aU.e are rekte4 to epeoUio goode, ~ ~ 

v1.ll tall to sene aD7 ot these purpoaaa aat1ataotor~. 

~ thne o~ee vi.ll cCiltribute heaT1~ to the ~ 

ecoeptanoe at 1nete'ment pt.1111mta tor poet-var soode u purrent ~i~, 

it ie Dnelrthel.eee ~t to elimiJlate eo tar u poea111le aD7 oher.oteru­

t1oe which ll1ght 11nlt these trenaaot1CI18 to MTinp an4 tbereb7 eDDOIINI" 

oc:apetitiCII with ex1et1ns tone ot aartDp. 

The propoaa1 to ott«r a apeoial ueue ot var bcia4ll tll&t o<Nl4 be 

rd-a 1n goode atter the var 1e- obJeot1C111&1Ile fOI' th1e reuCD. Total 

Mlee ot var 'bonde would ;undoubte~ be 1noreaeed 117 the ott«r at • .rolwnUM 

.. 
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bead. But tar the moet pert such bon4.8 voul4 •relJ' ccmpete v1 th other . 
tnee ot war ~ an4 vith other farm8 of eaTina rar the 11mited tunda 

vll1oh c~_... an vtutna to set ae1de •'rca their current 1nccaea. Total 

M't'illp--1n the •-e of 1ncCDB tunda v1thhel4 !rca the current .rat for 

eooda Ul4 HrT1ce•--voul4 probsblJ' 1ncreaee •err little. 

In order to aTo1d so far ae poes1ble au;r nTtnse aepeot, P\ll"ObaeM 

tar poat-var del1Ter;y should be ll.nked to apeoitio -rchandiee; J.1qu1dat1CIII 

1n ouh •bould be penalized prior to the tdme vhen priar::.t;y numbers haTe 

bMil oanM; tran.terab111t;y ot purchaee oertiticatee should be 11laited; aD4 

1ntereet accnela •hould be aTOided. The req~t of inataliMI!!t ~ 

1• equall;t Smpcrtant. To be 11108t etfeotiTB purchaeea must be •de periodi­

oallJ' out ot illoa.. To pennit :- 1rchaeea b:t tull cash ~t vould be to 

e110oure,ae a shift ot tunda !rca eaTin8e benb, eeouritiea ~keta, etc., aD4 

to p1n1•he the d1Yers1on of 1llc01110a trca other t1P88 ot oxpendituree. 

Myn1 t '.a.!s ot detlatiacarz ettecta 

The potant1al1t'1ea of instalment eellina far poet-war deliYBr"f u 

an ant1-1ntlat101J&l')' veapQI'l are tr~oue. Yet onlJ' · the crudest of eat:l.atee 

can be •de to indicate the ardGr ot 111l8111tude ot the deflat1CIIlal'7 etfeo~ 

ot the plan. 

At present inc<EIII leYele, ve could expect about l2 b1ll1Clll dolls" 

worth ot expendituree far conaumera• durable SOOdB, axclue1Te ot ~·• it 

•teriale, labor and productin capacit;y vere aTailable to .a the soocl.B· 

Expenditures tar automobiles, retriseratore, an4 rurn&cee alone vould probabl1 

be ol.oee to 8 billion dollare. The potential ~ket tar poet-va--dal1TBr1 
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cert1f1catee, boli6tll1 1 v0lli4 be tu sr-tc tbul tbp potct1&1 .u-IDtt tor 

4el1nred 8Q04a 1f peace IUid cinliaD pro4uot1aD were ..,.,,_,,1 IUid 0~ 

restored tcB:IlTOit· .Pzoepecthe purolaeere ot act\al S004a '111148r tJ1Me o1r­

o\G8tanoea voul4 be oCJII!iDed to tboee vbo llllolr the7 VaDt s..cl1atel7 the 

goo4a aubjeot to Mle. Proepeoti't'e purolaeere of oert1f1oataa, aD the otblir' 

band, would :l.nolude the far Jaraer nlllber ot Pll1'801111 vbo beline tbe7 vill 

vaDt these sooda 1JI the 1Jidetin1 te future. 

Jn the light ot the 8t1'ul6 :l.noeot'i't'M tor poet..,_. a.li'f'W7 }IIIII'"' 

cbuea, it would DOt - <m1rl7 opt1aiat1o to ... _ tbat Clll't1f1oate alN 

co-.14 lte -1Dta1Ded at an a'f'111'11811 rate of 6 billiaD dollars a 7eG' tor Ntwal 

71181'&1 prwic1ed tbat the llat ot sooda IUid CIG'Tioea c:.oYm-.4 b7 the plu wa 

F061'11•ainl7 expmded. Tbia -.. t-hat the &'i'ezoea- ._, 'f'O,_ ot ow-tit• 

toate Mlea would approxilzte the dollar 'f'Ol- ot eale8 ot autc.>b1l.H, re­

h'igeratora, p1Amoa IUid autcmatio turnaoea 1JI ]941, vbeo 1Jio- attC' tau& 

were eubatentiall7 below present leftle &114 wbeo .oderate rntn.1Jite GD a.­
llmld :Car theN sooda lad &Jread7 been applied. 

It oc-t1ficate ea.lee ,_ distributed neol7 at the rate ot 500 

aUliaD dollars • !Ditb IUid ~ ~te vert uteDded OYW" the par1o4 

ot 2~ ~, ool1ectioaa vould approxtate lt billlaD dollarl 411r1118 the f1Nt 

;rear, "i billiaD dollars 411r1118 the NOODd 7eaz'> aDd 6 billlaD 4ollare 4ur1118 

tbe third 711ar'· It •- l1Dl7, bove'f'lll', that the ruah to pt low prior1t7 

nlllllbera, part1oularl7 tor autalobilea, vould ocaqeDtrate parobuea 118&'1'117 

1n the 1JI1t1&1 IDithe .,t the ~· NDI:eOYar, the ~iod ot ~ tor 

~ olll"tifioatea vould be saob aborter tblm 211 .atba. Beaoe the 't'O,_ ot 
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~ pa11111DtB c!urin8 -t.he t1rllt 7811r woul4 probebl;r be aubatazrt.1all;r 

larpr en4 the vol=e durin8 thll third 7&er woul4 probabl;r be lover. The 

Yolume of peJIDI!DtB lllisht readil;r be ~ billion dollars dUl' ir.S the first )'ear, * bi.lliOD durillg the aeoOD4 7811r1 en4 * bi.llion durin8 the third 70C'· 

J1ot all ot thaae ~ would be divarted trca thll .arbt f or 

olln'tlllt soo4e en4 eenioea. COIBleaiODII averaaiiiS about five percant 

ot the vol=e of pa11111Dtl vould be paid for 8Blel en4 colleot1one, and 

a large pert of theae diebureemente would become spendable 1nc01111fa again. 

Tbil taotar, belle, liZ 1 i a IIU:tticiont:l;r IIIIIO.ll to be ne(ll.ected for purpoaell ot 

our crude calculatioo.i. or eubetantiall;r greater ilqportance 111 the tact that 

1n 8p1te of •VBr7 ettort to encourage the treatl:lent ot in&tel_...t pe~te 

u azp8114iturea, there woul4 at ill be 110111e 8DCroBC~t upon aavinp. Hlln;r 

perecma wboee inc011111a are little above the aubsietence level would be oom-

pellad to obooee between poet-var-del1nr1 purcheeee and their cuetallar7 

Mtho41 of · aavillg1 and JIIBZl1 others would cut i:lto their sa~ 1n order to 

Mtt :part ot their inlltalllent paJIDIIElte. Theoa reductiOIUI 1n eavillp aisbt, 

ev.m llll48r the plan preaanted bore, rec!uca the deflationa;o7 etteote ot inate.l­

MDt paJIDIIElta for poet"'VF·del1Yer,. b7 ae IIIUOh aa ~0 or 40 peroent .-

1-!ragee of thia eort are oound to occur, hovever, no matter wbat 

_. are uaed to attack the prcbl• of exoeee purcbaaillg power . The incree&e4 

taxN prov1de4 tor in t'ba recent Revenue Act will bite hcaYil;r into thll • .,. 

illga of aD7 tax-p618ra, thllreb7 lllll1tin8 the 111lpact of ta% colleot10118 upon 

the voJJ.a of OOIIII~mm" expen<L!tur,e: S1m1larl)', the detlat!ODer1 effeota of 

purobeeaa of var MYinee bonda are r educed aub!ltantiall;r by the diverdon of 
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oertifioatell1 bowet61, ¥01114 'be tv sreat.r tbul t!lll ~1alarbt tar 

del1T81'8d soode if peace and oiT111aD produot1CIIl ,_ n4•1J 1114 oCIIIIP1ftell 

restored tcaorrov. PJ:o.peotin purobu61'8 at actual 8IIOU =a.r tiiMe oSr­

o=etanoee would be ooat1De4 to thoee wbo bow t!IIIJ ftllt ' '1atelJ t~~~t 

goode wbJeot to eale. Pro.peot1n purobuere at Olll"tifioatee, CD t1111 otMr 

bend, would 1Jiclude tbe fer leraer maber at perecae who 11el1~rn t!IIIJ wW 

vaat theee soods 1n the 1ndef1n1te future. 

Dl the l1glit of the •trcal8 1Jicent'ine tor poet-var dell'fWJ JIID'• 

obaeee, it would DOt •- OTerl,y optilliet1o to ue- tllat certificate -.l.­

co1ll4 be •1nta1ned at an aTer.ae rate of 6 b11l1CIIl aDllere a ~ tor Hftl'al 

,.ears, pronded tbat tbe liet ot 8oode and HMicN cot61-.d bJ t!lll plan .. 

proare88inl,y expended. 'l'hie-. ~t the &'f'8l'868 emql 90~ at OC'tif• 

l!Mta aalee would approxt.te the doller Tol- of aalee ot B)ltcD:>b1l.ee, n­

triseratore, pianoe and autoaatio tumacee 1n 1941, wbiiD 1Doc.e1 attar tM.­

vere eubetentiall,y below preeent le't'ele and wbea 110derate re.tramtl CD a.­

JIIalld ~ tbeee soo4a lad alrea4J been applie4. 

It oartiticate ealM ware 41etr1buted eT8IIl,r at the rate at !100 

million aDllere a 1110nth and inlte'ment ~ta vert uteaded OTW t!111 pG'1o4 

ot 24 110ntbe, ool:lectione would approxt.te li billion aDllerl dllriDI t!lll firlt 

,.ear, 4i billion dollara durin8 the eeoood ~. aD4 6 billiCIIl 4ollaN dllrinl 
' 

the third J'IU'· It - 11Dl,r, bowew .. , tbat the rue to ett low prtar1t.J 

n\lllbere, PU"t1oul.erl,y tor autc.:lbilee, voul4 oC~DqeDtr&te parohU• llla...U, 

1n the 1n1t1al. -the 'lf tbe progu. MareoTar, tbe period at ~ tor 

IDIUlJ oert1t1oatee would be 11110h eborter then 24 IIODthl• BeaD& tbe YOllal of 

' 
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~ ~ cturill8 tbe f'iret 1Ml" voul4 probab]J' be n~~ 

l.a1'pr BD4 the TOll.e 411X'ill8 the th1r4 7Ml" W01114 probab]J' be lover, '1'lle 

TOl~ of ~ta aisht rea4i]J' be ' billiOil dollar• clul.·ins the f'ir•t ;rear, 

~ bWiOil c!urill8 tbe eeo0114 1Ml"• BD4 Iii b1ll101l 411r1D8 tbe th1r4 711U'· 

!lot &11 of tbMe ~ voul4 be cU'fC"ted frca tbe -:mt f'or 

ourTS~t S004e BD4 HrT1oee. Cam!eai01l8 a~.abolrt f'i'fe percent 

of tbe TOlllllle of ~te volll4 be paid for ealee BD4 colllloti01l8, BD4 

a Jarse part of tbeee 4iebiiX'IIsmlte volll4 beca. spendable 1DcCIIIIH aaain. 

Thill faetor, bollevar, ie 11\ltfioiant]J' -11 to be ne(llecte4 for purpoees of 

OIIX' cru4e oalc'.ll.at10011. Of eubetant~ sreoter 11aportance 111 the tact tbat 

1n qite of nerr effort to IIICOUl'llge the trea~t of' 1nstel,...,t ~ta 

u IIZJ)ell41tiiX'IIe, there wolll4 et111 be eaDe eDCroao'-mt upon aa•~· Ma:l1 

pareQIIII vboee 1noa.1 ere little above tho subllistence le'\'111 volll4 be ooa­

pallll4 to cbooee betvean poet-ver-4ellvery p~~rcllases and their cuau-rr 

•tllo4a of ••11l8, and a117 others wolll4 cut bto the'r aart.lga 1n order to 

aet part of their 1netalaent ~te. Tbeee red110t1ona 1n ea•il:le8 ateht, 

- 1lll4er the plan preemte4 here, roc!uce the 4eflat101lel'7 effeote of 1netd· 

~ ~ta for post""fl'•4el1't'er7 b7 u llllloh as ;!() or 40 percent. 

J.eebi!'U of th.ie eart are b<.>un4 to ooo~~r, howenr, no matter what 

- are uae4 to attaclt the prcblelt of axoe111 p~~roball1ng paver. The 1Jlcree.le4 

te:ae pl'0'\'14114 f'or 1n ibe recant ReTenue Act wtll bite heart]J' into the eav-

1np of aD7 tax·PII1el'•, tbereb7 11a1t1J16 the ill;pact of' tu collllot1ona upOil 

the TOl- of 001111\a.r expend.!tiiX'~e. S1111ilar4', tho deflat!cmar7 effacte of 

purohuel of ver aav1ngll bOilde are reduced eublltontial]J' by ihe d1nrtl101l of 
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tlmda trca prn101111~ aocmmlated eaYiDp 11114 trca other tar. or owxwto 

.. T1JI6• 8c.e ~te Of the ~1CD belleft tbat DO_.. thD 50 ,.Coat 

of the eal.N Of VV MTiD(!a banda repz'elllllt ~ 1z1 MTiDp, JlroT14e4 

that care 1e ta1111111 to IIIIOOIIJ'88e the trea~t or ~ CD poet-w.r-4ellTer1 

purobaeN u cwxeut u:pea11Uture1, there 11 rfW7 reuCD to beUeft tbat the 

lMDSM 1D the cleflat1CDU'7 effects ot tbue ~te VOI1l.4 be DO SI'Mtc' 

than the JeenSN 1z1 the 4etlatt~ 1ffecte or taz ~ or or •TiJIEa 

bond :purcbuee. 

The detlat10Per7 effects ot a sinn Tol- ot poet-nr•dll1TII17 

:p811111111lts a:ppear, therefore, to be ~ c<~~~p~rable 1!1th the detlat1CDU'7 

ettecte or at 1...t an 1quiftleat TO~ or taz collect1c.. IID4 JIW'Obuee or 
vv •Tizl9 bcade. lblet61 1 11Dce poet-vv-4el1'f"tn7 ~would z-.pre­

eent a nw 11114 add1t1caal cleflat10Per7 force, it 11 a:ppz opz tate to c~ 

the pz'OIIpeot1n TO~ ot Jl11.1111111U v1th the ~1ft ~t 1D tu 

ool.leot1CDa and v1th the proapeot1n ~t 1D Mlal or vv •T1zlell bCDde. 

Tbe mer- 1D taze1 tbat 11 expected to reeult trca the- Rw•- Act 

baa bee utU.ted at 7 or 8 b1ll1CD dol.lare a ,.ar. c~·~~. 1t OW' 

UIWi!Pt1CDa and oaloulet10111 coacern1Dg the TOl-. ot poet-vv-4el1Ttl17 1111· 

-te are oorreot, tbllir detl&t1oaar7 etteote dur1116 the tirlt JMZ' voul4 be 

le18 thaD balt u sreat u thole ot the - :Revenue Aot, 11114 dur1JIS tile eec0114 

and third J'IIU'I the7 youl4 be 110re thaD balt U sre&t U the lffecte of tbat 

Aot. 81Dce the outbrw.k 'ot vv, eal.ee ot var eaTiDp b0D41 llhow ~a .od­

-te~ r1&1z18 tread, after a4,.._~ .re aM tor the llh1tt ot JII"Wiaa.~ 

aoommJ&ted eaTiDp. Ull.ell oaapulli1cm 1.1 ueed, the iDOrtlle 111 11110h par­

obuee oan be II%PIIlted to prOTide a 11110h -u.r detlat1~ toro1 t111D 

tbat vhich voul4 be ocmtr1buted b7 ~te CD poet-var-4el1Ttl17 oert1t1oatee. 

-~-
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Vbu. the o~t1cm of an add1t1oaal deflat1co&l7 ~orca 1e the lllt.Jor 

obJeothe of the. plan preiented here··and moat cbancter1at1oe ban been de-

11Fed to •z1m1 ze ite ant1•1ntlat1QilAl'1 ettecte--there vould be a nlllllber ot 

e1Fif1oant 11114 hi~ 41e1rable b7-prod.uote, The 11101t important. of theee 

appear to bet (l) the eti&llaticm of buaineiB aot1Tit7 and ~~nt 1D the 

oa1;-vt~r period.; (2) the ocmtrol of 41aud for ccme~re• durable soo4e vMCI 

roduo~1an 11 ree~; anA (~) the preeenat1cm of eelliDa ~~aohi.Derr UH4e4 

tor rapid poet·var expu~~icm of o1 Tilian goo4l pro4uot1on. 

Milch etreu ball been laid 1D the prece41Dg eeoticm cm the i.QOrt• 

- ot iDitlloina ocmeUMre to treat poat-var-dellnrr paJMDta u "e:pervu,_• 

ratMr tbaD ATinp. 'l'bie q~~eeticm ot hov inet•'ment pG.1me!!ta tor poat·w.r 

aoo4a vUl be treated. 1D o<m811Mre' blldgeta ball an eqllal.4 ~t beariDS 

~~»CD tbe et1aulat1ng etteote of the »1an 1D the poet•var period., 

There 1a 1trq reeiltenoe to the eXl*ldit\11'11 of saTinp. U ~­

-ta CD poet-var-41llftrJ oert1t1catea vera looked. \IIPCil ezcluaiftl)- u 

•'finp dllrin& tbe period. ot aoolaulaticm, tbe ezc~ ot oartitioataa tor 

eooU a& prodqoticm 11 ree-.4. vwl4 be treated. ., u npancJst~. CcDIIII· 

q_tl)-, 1D ord.lr to pre111ne the 'beleaoe between 1Doc.e and outso, vh1oh 11 

etill Juat 111 ee~~~nti&l to f8111l1 vell·beiDa u it vu 1n Poor Riobar41• U:S• 
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tbe purcbuar voul4 t.a to out atller tlll*l41~- Wbnat2&1.11, Tilt. 

tbeN o~er, the call t4 priorit;r ~. 1n the poet"'!IV period 

voul4 be 11Jall¥ to nnlt 1n a 1'elat1nJ.¥ II1Dor Ul4 rbart-11Ye4 GJ rica t4 

ocar.er 4-.zl4 Ul4 the rHilltiJig rtiallu to tiiiJPlo~ 8114 'bars- aotiY· 

1t;r youl4 be w1n1a1u4, 

'!'he r1tuat.1CD o•-su, llolre•w, YheD 1nrta~ ~ tor poet. 

war goodr are treate .. ar OUUIDt a:pea41t-. If eaoh IIIOh ~t il 

looa4 upCD u -:r lpeDt, the tiDal exobulp ot tbe olll'titioatl far poda 

will repz .. at .reJ.¥ the poetpcaed 4el1nr;r ot ~ alneq t111J,J Jdd 

tar 0\lt ot prertou. 1Do~ loll4 ther-e Y1ll be 110 bu4getar:r ~ to 

c!''lp'IDMte tar the .,I.PID41Ds• ot the owt1t1oatl. Ol4lr tbiH oSiowt•au 

the oalHns of pr1or1t;r m•berl 1D the poet-'nr period rill pour oat aMi•· 

t1oaal. purobar1Ds pwe:r 1D'to the .rate tar ocar-.• goo4l u4 IJtll'rioM, 

'!'he effort to 411'arol oert1t1oate purcllaiN 10 fe:r ar poe-

lible trca la'l'izlp 1r tllerefore 41reote4 at ltbl -.xflliutiCD DOt CDlt fill till 

4etlat10Da1'7 etteote ot ~ ~ 11at ~ ot t!ll rts.la\1111 

lfteot.T ot port4U' 4e11YR1No '!'he rt1JIIlat1Ds .tfeotl ot till plu l1llrSIII 

the po~t-w.r par1o4 are oCDtrol114, U14 1D .J.arp OISI'H ~, 111 1tl .._ 

tlat10Da1'7 etteotr 4ur1118 the nr par1o4, To the exttDt that 1111 .. 1 at Jl&1-

~tl an ..t. b;r re4uc1118 atller t- t4 ••1118 both ~ Wlati '7 .tt~ 

~the nr pe:r1o4 U14 the rtSirulatills etteote clllrlns the 'Jart sa pii'So4 

rill be JIU'tialll' 11M1Val1&e4, To the atlat tllat ~ N W _.. 

a44e4 to IIOl'al aYizlp, parobuiDS ponr vill be etteot1nl;r .,.1 4 
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off tz. OWJWt Wlwt .-.4 il4dK to tz. poat-var . ..rJDtt, 

b N~ 1n tbe l!OI~VV period of purobp~ poiNT 1taN4 Qp 

1n b fCIJ? ot 110et-ftr•4eliftl7 oertUiv.tee Youl~ laAft IO<meaiO eft~ 

e11dlc' to tboM ot Cl equi~t &ttioit e~ture b7 tbl :re&tral 80"­

wwt, llappoM tbe total aount or prepa14 1J11te1wmt B&lee ehwl4 11110\mt 

to 18 bSUsoo 4ollare at tbe oloee ot tbe vv Cl4 tbat priori~ n111bere 
~ 

- oa:u.a Oft!:' a period ot two felll'l. B1'vn it tbe Dllt ad4l t1cm ..., total 

:pu:robalizlc poNr Wl'lt onlT two-thir411 or tbe faDe ftluo of oertUioatee .. 

oalle4, tb1l YWl4 r.pre-t e1 1D,Jeot1on ot 6 bUlicm 4ol.lars a ,.ear into 

tbl '-- a=-. In nev ot tM ~t1Ds .req~nts ror DIIY tna.u.­

tnal etUi:PIIIIt, Cl a441tional. ets.,,,..,t ot We llqD1tu4e miaht P1'0ft to be 

nffioiCit to laMp tz. ut1<Dal ~ at a· h1gh llwl Y1 thout reoOIZJ'Ie to 

!!II &11Wt,r to aYOi4 entiri)T, or to mSn1wSn1 or awn to 4elq thl 

-1111;7 tor, co•wwt terioit "PPtllcHng 1n tbe poe~vv period without 

r1111:1J1s ..,...... ocmtreotion ot .tbe utional inoCIIII vould be •-41llslT Yalu-

Jn• au tar ~S. tbl ,. ... '&l co•wwt ,..,.,t- be u;pH1114. Jrca • 

-tal etlialtpo1nt, allo~ produotioo 1n l"'"IP"WlM, to ~ 4=,4 1e l11Dt]J' 

to be pi.teH.bll to produot1on 1n NllpOlliO to oxpon41turoe 117 publ1o ep110i01. 

u SD41n«uJ..a ..a 'Uie oho1oc, tbe utioo Yill }le ueur.d ot sottJDS 801* 

whtollite oiu- -t. u comwt os-io~ -.t-- tbe oho1oc, tbe 

...., -.pdtlaae ot tbe tuk ot Clr'plds1zls quiokl.T Cl idequato lpOII41ziS pro­

sna 1e l11Dt)T to' Pl'odlaoo cooa. t.bat aro lee• eoo1al.l7 ueel'ul. 
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CCJDtrol. or a "" tCJCt ow •' 411rt}l!! 

It will be DGte4 tat tile wrlt.r bN &'t'01W ,.q ol&Sa tllat Jlll¥t-

var·ael1~ ~ .alee w111 ~ tile ' Siate- poet •• . s • 

tc:r o~' 411rable .,oa.. Tbe7 will., 1t 1W W., _,_ u • ww4 &Ill 

MUun.ble .azobt tbat will oerta~ be -b larpr· - ~. 1q l'all tlllll 

1t voul4 otbel'viwe ban been. But tbe prilar7 ocaaec- or a ~ laot-

los of pret~a14 IZ'4er tar ---' a-u- Y1ll. DOt be - •'rr& t or 
the pa.t-nr .az'- tar 'UioM aoo4a bat tile .. UISh&Uma or tile _.lilt tor 

gooa. aD4 wernoee that YOill4 otbln1M be ~ to -.t ·~ tor 

ctun.blel. 

Ree=41M• at tile opmstima or uq plllll tar •111211 pt. t011 pt. 

YV cleli~, a ra tar-· a-blel 1w lib~ to aaew4 .. 011aot1W 

o&JaOitT tar oaaaia-ble perioatl at tial att.r .. '0411ot1ma 1w l"Mtcna. 111· 

·IBid tar .-., _,_.. • a-blel 1w ..,. 't'Olatile tbul that tm: ar oUIIr 

aatesorT or -· eooaa Ul4 WC"rio... If tile ~ .... ~ to 1tw 

a-nc!, fia1ob 1fllQ14 be MOC!!JP"''w4 )J' )t.1all pr1oew, uanniw JI'CIISU, _. 

--«Xppll¥1ma at faoWtiew tar ..,.oauotima IIIlA 41wtaDIItke, 19'1 
.. "'a 

.. .,.r-e arop ill a nc! Yh1o!l YOill4 be aoa: s n'w4 'liT cnat-tbroat Jl"1oe o 4 s\1-

t101l, .,., .. ~. ·= ale; 

Tile MOh'nm'7 tar oc:atroll1DI lll'ioeW 'HU ' I &eUr be ooat ... 

into tile poet-wv ,..,_o4. But ill tile taoe at tar ...- tiM ....,. _. 
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ane'1nsl7' m"•lT tat prio.e ooatrol U.C.. ooul4 be ettect1Te. Conttm~a. 

ttcm at a fllll-t~ vvt1111 rat1cm1118 PI'Of!l'all would prOTide the 1180ee&ar7 

OCIIIIP~t to :pzoioe ocmtrol. Bllt pol1t1oal red1t&nce 'to ouch a PI'08%'IIII atter 

thll l'Mtorat1cm at izr.oduot1cm at o1T1lian sooda would undCllbtedly bo ~trons. 

Tile •,..tea at :pzo1ar1t1ee ~od here vould pr<r.1de a toea1ble 

10111.t1cm to thll problea at puv&Dtins cbaot1o ocmd1t10DS 1n tbv arkete tor 

o-.• c!urabll soode . It would permit diSIIialld to be oloeelT releted t o 

proauoticm, thlreb7 pzlfeuti118 erratic pr1oe liiO't'-te. Producticm iteol 

eoalA be llaited bJ w1tbhol41ns tbe call ot :pzo1or1t:r n\llllbera 1t th11 ee~or · 

cSMirabll eithllr to pNteut exce1I1Te plant expane1on or to aooCIIQ)lilh a 

~t1o plan ot sra4lal u--1t1cm to peaoetia procluction and ~lC>J­

.mt, or to CCIIIIIene aterille .are urgentlJ noedod t or other purpoeN. 

The a:retem ot prior i ties would amount 1n eeeonce to a poet-~·· r 

raticmtns plan. l!l.t elteib111t;r, under thia form ot rat10Dins, w0\ll4' baTe 

to ~ eu1llld b;r !'area18)1t and ae l1'-den1al durt.ns the period ot the war. 'l'hla 

11 ~~-.eqUitable and would baTe .uch .are.~ luppart fr(a 

t» PllbUo tbul a l)'ltea which would SiTI thoee 1n oerta1n oooupat10DI 

ar-tcr r18tlta tbul other o1t1&tm~. 

Pi SIC t&t10D of ale! 91p!rr I 

a llirlll ot •t.e• 10terpa-Uee tat ha-.. be11111 "'W'se! 1n tile retail l 

411tr1bat1cm at tlloM 80048, IMtal rto ••Ubls tor poet-v.r tell_, woul4 

• 
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prOYic!e ec.e -..ure at ourreat relief to tbeee eeeuo1ee an4 YOU.l4, b7 pro­

Tidin8 u.eeful vor!t, preeene at leaet a eiDtleton •le•- &Dd f1nuo1Jl8 etruo­

ture upon vhioh to build the poet-var expanai011 ot dietributiOil. 

Tile fUll u.p.ct of prodilctiCil etoppaeee IZpOII eaJ.ee an4 finuo1Jl8 

aaenciee baa DOt Tit been felt. Inetalmeut ~ Cl1 preTiou. at .. at 

OCiliiiiiiBl'l 1 durable soo48 are etill be ills mc!e to eelee fiDaDoe 118'00i". 

There ie etill a trickle of De¥ oar ealee UDder the autc.>bUe ratiCiliJis pro­

gru and a subetant1al1 thOUSh 4eol1nills1 Tol\IIIIIS of u.eed oar and eenioe 

salee to suetain autc:aobile dealers • . Inoreeaed profit arsine both 011 DMI 

oar aD4 u.eed oar aalee aTe tellded }IU't1all7 to ottaet the c!eolinl 1n the 

total 'TOl- of &alee, i'or ~other t7P'I of Ooa.eu.rl 1 cblrable aoo4a 

vhole produotiClll Ml been etopped, retail inTctoriee baTe DOt ret bleD u­

baueted. 

lleTel"theleee, the machinerT for aellinS and finanoiJis .oOII.IIIMre ' 

durable goode ill rapi~ dieintesratiJis. Al.reac!J', Dll7 4ealerl haTI I!CI1' 01r. 

of bueineee, ·~ "Toluntar117, otbere ae the reeult of banllrllptoJ all4 ocapul­

•orr liqu1dat1Clll. IIII:IT ea1ee finlmce cc.panie• ban cc:.aletel7 liquidated, 

and othere ila"Te 66iW•lJ out tbe ~ of their brench otf11N. 'l'be p!'OONI 

of d1dntegrat1Clll v1ll oCllltinue and accelerate unleu ot~ uee can be -.4e 

of tbele fao1Ut1N. 

The lliafort,_ ot theM cterpTiiH repreeent, 1n a -· tbl 

hazardl at war, whioh are DlfTir equitabl7 411tribute4. llner'thllell, the 

public at 1arse bu 1JrterHt1 of tvo k1n4l 1n their .uttioult1N. In the 

firet place , 1t bu been the polio7 of all natiCllll to pze;ant &J17 - olue 
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of oit~..a. f'1'Clllharillla _...,ODablT larse ~of tM ~.of 'liv. 

In tilt -C., »lac•, it u cSeairab.le to pt ua •• at .leut. a rua~ 

MlN IIIlA ~ atraotun ae a DIIO.leu faro pon...ar «J:ppmmliCIIl, 

C01118J'H• hu alrea4T giftll mdcoa of 1te daeize to - tM bQ;z • .. 

1'111!110 .. 4 1lpCIIl autalclb1.le dealen 117" the var. 'l'be 161rz'q-Pf.tan Aot, a pro­

duet of the 4ell~ti0118 bf tbe simate and Bouee Blllall :au.·'••• Oc.lit. 

teae, oaataina aenral featurae vh1ch o- cloaa to an.·Oiltl'!aht a'uN14T to 

dealer• 1n rat1011114 S004a. But ·wM.le auba141•• aZI4 otblir t71M'a of ~f1ta 

'M1 belp 1D41T.idll&l bui.DeH -. tbe7 willliOt phtarb tbe 41a~1CIIl 

of tbe aohina7 ft1r eell1De ell4 filwloiDe o~' cbzrall.le SOOU. !be 

onl7 11&7 to PP8Ul'Ye th1a aoh1Der)' ia to SiW it Yt1rk to do. · 

l.DitalMDt· ••lliDS ft1r poet-war dal1Tel'f ~idea tbe oppart11D1~ 

ft1r Yt1rk that 1a }loth ueat'll.l to tbe D&t1CIIl md reaeCIIll.blT :profitable to M;ll• . 
1118 ell4 fs-JJ~s aaeooiea v~e- bui.DeH hu beea ~ bf tM atCIPl)l8t 

ol ~· ~ble socx\8 WocmctiOD, ~Wl.T, tbe )lua 1molfta 

kin4a o1 Yt1rll: tliat do 110t :requtze able-bodied -.npoyw 111edatl el,Mirbare. 

'l'be Mlea Job aal1 :read'lT be benaled b7 -Who are ·be7CIIl4 tbe ... fetr 11111~ 

t&r7 ~eYioa -6114 vllo la" ao aptitude fer Pl'odlldt.icm or bJ -·~bo ve 

p~~Jwtoel]T lwzy!2"Jped, !be vark of :rece1Y1DS, l'ao<ll'Uzl& &114 aM!'t!al Ola 

.. u - kat bJ -.-. 

.. 

- '~ -
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IV 

IBCJ!iitlfJS JOB l'01I:BASill8 

It ICIIZ'Oel.T Deeda to be Aid that tbB UMtlllJ»11 or iDBtBl t •11· 

1n8 tor po1t-var dll1nr.T 1n reductns tbB 1lltl&ti011U7 pr111wre 0011 1101; 

guarantee 1tl JU""aOt1cab111~. !c:Mner 41Jnseroua thllt ~t ot 1ntlatiCD 

tor the nation u 111 vhole, ODII cannot expect IDIIZIT 1Zid1T1dual1 to a.ot •ptMt 

their ovn Mlt-intpreet to turtber 10 intulgible an obJeotin a. tbB a!AtBD· 

anoe ot stable price•. For ~le, e'n11'7CD1 YO\lld OCilOIHSI tllat h1li:ba' 

taxes are DeOBsear.T to cCIIIbat intlaticm, Jet 1101t 11141T1auall rill 1tng11 

to w1n1mh;e tbe1r ovn tam• aDd it is DIIGellar)' to BUppart taz lesillatiCD 

v1th an elaborate qa~ ot audit and c~uls10D, 

l!ecauae volunt.r.T action. ia contemplated, ltiJT plan tor •111118 

tuturee must rel,y ~an strone 1nd1T1dual 1ncent1ns 1t it 1s to wort CD a 

satietactor.T ecale. '1'lle c011d1 tians muat be such that contnmm'l rill vmt tc. 

buT 80odl tor post-var del1'n11'7· 

Ruistanoe to tM llala of tuturea 

It hal been argued b7 lc.e t!lat ~ ~lm ot ine~t •111111 ttl:' 

'POit-var delinr.T is bound to tail throllsb tbB ~llillplll ot ~ to 

buT 80odl that are net Jet 1n existence Ul4 tberetars OIIZIDOt bl 41~~ or 

d!J!!!Qlatratea.. Z..t us eZIIIIIiDe the •ri tB ot thie ~t. 

'1'lle hietar.T or .rohancUetns 11 tull ot illuatratiCill ot IIIli• ot 

80ode vhioh tbe purohuer hal not seen. '1'lle Mil order housel bate 411tl"1b­

uted tz U-'0'.1.1 CIIICltitiee or SOOdl 8114 bate JJllCSNNitelJ hiouuet t1111r 

-" -
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~~bu-. t:4 tile _..t CID tile 'llu18 t:4 oataJ..oc~»• Yhioh giw ~. 

U.tohee, ar _.. vw' •' lllelll't.pUcu t:4 -tla ~olee llf'hrit tqr ~. D.­

J.*l twut. etcne ma. IJIOfeli;T' I!Iope .u. a ocuia-1111 propartion t:4 tbou­

l&lee in reepc~M~ to wl.epbtat ar -.u a~ &a 1 bue4 CID lWill*PW ar lleaab1U 

O.ICII'ipticu ar u.toheo. Bauee1 Ooopez'&t1W ..,.... taaute, t1D4 'bo&te h&ft 

'la:ll ..._ 1014 tl'Ca C'oh1Wote' pllmiJ tiD4 0111 _.01]3 P3JIOW to - & .,. ... 

oSl 'bcllMr, Gtciat1o 1ta111ar ar 111:. a1r-o011dt"UC1D1D8 q~~t.' "emetr&ted 

cr ~ CID tile :snatee• ot tbo bo&tSJIS o011tr&otar Y2ID eelle ~ 

It - praper]3 be C'B\114 tb&t the ollaraotor1et1oe 11114 pertor.noe 

t:4 theee 8Q04e an wU•kzlqm to bv,Jwe - 1t tbe7 do DOt - tha betare 

=tfftl-t.beir paro)luH. ~ tb&- Y1ll oertaiDlT DOt,. b1J7in8 & P!c­

b • »aD,_ be ~- ~lt to the pu:rohue t:4 1111 811tc.ob1le, & l'llfloSco 

11'&~001', & piallo, Cll' Ill OU•NMro n:. UMtlll.J»ee 1114. teo!mioal ~­

thell epo4l ll&... la:li bMil """"'!tr&Wd. 1'1111 o~ lalon t.b&t be YiU 

-.4 IIIJdh crtiolle Sn the :poet.-nr period. Be &leo lalan tbat Cbnrollt, rcn, 
:P~, Cl4 other ~u. Jalilt&etw•u v1ll ..m 8QOC1 lCIIr-prioed _.., 

1114 t.b&t Jl1c14&1re, o-z~ :ll.eot1ro, lr81TSn&tar, Suwl, Veet1,.,.. .. , .. 

ot11er Wiiltaotww• wtllllib 8004 ~~. UDaer tbe plllll ~d hire 

be wwl4 be tl'M to ohoOee .arl6 ftl'iou .U.e 11114 IIIO&Ile at tbe tial ot 4411"' 

*7· 

~CCSO&l e4'NA»e snanoe4 '117 tile ve.r 01111 be o;~Hted to obezlll 

llllllrt ' \!eU;r tM -11Not1011 C14 a.etp t:4 ~ ~· ~ p41. 

-" -
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~t'IINft ' to a-artbe JN01MlT tbe1r ~ '11l'oclllot .., be - ...t 

ratber t.biD a ben4tnp to )J4<aut10111ll eftott., It pr'IIID11a bOth a ... , .. 

11114 aD OJ4lCil tUIIJ.t, to t!le alnll't1HJ18' )J4'ot-1CD. Colca:'tul. .IDtobll 11141ilat• 

1118 JJ4'081'111 tJr the S+o• t ot a-..1811 Ul4 l*ifOIMDCe ooal4 be -a to 

at tr-o:t t.t1e - 1
1 1Dta'Nt Ul4 to Yllet ~ t!ppet1tl tar t ile- 11'041· 

Color pluticl, 11at1t ~. U14 fllaoi1caal a.-1811 otflr -- Jletat1a• 

11 tte• tar appeal to the ere. 

~ 11 JIDtiWis HleD.t~ IIIWil 1b -tile lalla ot · IICDIImlatiiiB f1mdl 

tor t.bt .piii'Ohan ot soo4a 'b1 ~ ~tl·m auuce Dt 4el1n!"7o 

Erorplll ot ~ ~ tor ctetel'l'M 41l1n!"7 ou be t011114 both 111r1 11114 

abroa4. llll:lle .._ ~*· al'l t.r rr- OCDD1•1.,., tbe;r proy141 DD m-
4- to 1n41oate ~'t tlllft 'IIOal4 lie - DCDII1~'ble rei!~ 'bJ D~ 

to ~-ua.tnrr purobuee. 

Tile 11011: oc:.,pana'ble «DDIIPle 1i tba 11le Dt the V6l.!!!v!p!1 ar peot~le '• 

oar 1A Oez-.,. '1'111 ~1'1'11 IIDderl;rtJie' tbe orts1Jial. plaD, whiob 1'11Ultl4 frca 

m or4el' of H1Uer 1A t!le eprtJie Dt ·19:57, are o'bloare; but it - probable 

~t ttl patpoelll nrer (1) to orate a llltf1o1111tl;r larse -.rbt to permt 

the anlltact ure ot a -u p~are ear a t a prioe tbe' OlniD ~ oluael 

ooul4 .afior.d to Jlq'1 (2 ) to orate a so•w nt-0111114 tactor;r ~t· woul4 'be 

\lletul tor tbe 'Jil"'41111t10D ot a111tar;r equipMDt, (:5) to oreetl a etook Dt 

otriliaD autollo'b11N Wh1oh ooal4 'be uee4 tor a1litlr7 JllllPOIH, 1D4 (~) to 

S.1A poJIQ.lar auppw t tor lar81 iiCitJI6ii41turH tor hisi-JI ~ tor a111-

tar;r uae. 

'1'111 detaill Dt t!le plan 414 DOt 'bee1D to -81 mt11 Aupat 19:58, 
vben 1t vu _,.,,4 that tbl prioe ot the oar voul4 be 990 -.rb-·tbe 

-"-
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etlliftllllt ot e~~oat ~OO.·»•r•U• 1n Rrlrl7 ~ ot'--.. ar 
811Upl.M tlla.ot, Ooll~cu, 11h1oh etc'te4 1Jl SeJ__., _.. ....... !lf4l 
u. Iabar ll'cet. taw u. ¢oe ,.. 1JII:INUe4 to ~ markll to oGtW U..U. 
U;T, tszoe, 11114 tMtt suw- ttlf' tM tint tiro J'MI'II• 11114 llbipp~ 'l#lo 

A lap ~' oelle4 the- Tolklln8en Works, Y1th a to1111 to houe ; + wwbn, 
,..11a1l.t- a-1o1r. Pro4llotica 11&11 eo~d at 1001 000 oars 1n ~. 

200, ooo 1n 1941, m1 ~.ooo 1n ~. 

1lb1le tM tlf'1a1Dal pros%W1 appelll'll to haft OCDtellplatH cle11W1"7 of 

atc.o'b11ea 'betc:n w+•J~ ~te wre ~leted, the Mt&Ue4 plan ..a. 
1t olea' that 110 oar would be del!ftl'ed UDt11 the plll'Chue pr1oe hU 'beelo 

~ :pU4. 'Diie 111f!81•ta 'that c .a441U"""' IIOtift··to 411'Wt ~ 
· pv ~ :tile 1111\"Dt-•bad 1n the -tt.e been &4&14 to the .Nl'llw 0111111, 1\ 

111 ._ -1nllle that the pr1aal7 purpo•a trca the •tart ~ haft 'beaD to 
f1- the pro411ot:1ac at cwta 8114 to hide trca the outa14a var1d the 

-t1ac at m a441t1aa&l. eo: ut plant. AltbcwlSI' IIOMlll ,_. eboiiD at tile 

lDtaii&Uaa&l. Alltallob1le Sbov 1n BerliD 1n 19.59 11114 leter 1n Yartou ~1, 

th«Ncb tboue=ae at b\qVI had :pUd the fUll purobue pr1oe, 

., .JUl7 19,9, 10 -tb:a after the Jlc beo- effeot1.,., ~,,ooo Jlfll'­
oh" re 11114 :pUd 1n 110 a11Uon ~Ira •p1zwt the tuture del1ftl'7 at 6u'a ... 

law ~· baft been pu.bl11he4. ?ollowiJ!s the 011tbrealr at var 1n Sqt 'II\ 
pill b Iii_.. 1ll'pd to ocmu- their ~ta llllll 1t vu • • 1 n4 that tM 
N• a •' n plClt 11114 been oanfi ted to ftl' pzcAuutlca. 

-36-
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1t eboal4 lie 1 ....a tlln ~ .. -.4 ~ 11r .. Wd-
ollll•• 1D Ow ,, J'w ~ the ~ 411"•• JaiiMr biiW to art~ a _., 

8114 wcuw•' ~· lpa'"Cl taoillt1ee r .. ·-- -· 16twoc;:' *fa. 

pe;meDte repreeeute4 • eu'bet8Dtta1 Mllrlt1o..!/ 
!liRe haft a1.eo 'been eD~~r,Ple"e (It ~t Plll'Qbuee r.- WW:we 

del1ftZ7 1n We OOUiltt') . Iq•ewq p~, 'b711111oh ~ N te .. 

or lllll'OllaD4ieiJ18, DDtalllT oloth1Jis, Clbr'U~ laY1IIp ~. tile MilliN fJI 

vbiob vu lill1tea c:al,T '117 thP lair 71-elde on lbcrt-tllla s-.-.te: _.. 1D 

realit;r - of ~- tJa pl'i4e of Clbrie1au ,..,..,,taree 111' .. , 11 

~ wwte. ll:t. tbe ~11e t 1el4, tile Olllwroal lll>ae Clapc:eaUca 

experiwte4 with a pl'e·~t pleD 1D 1m CIA 1926. ll:t. Cill'tlll' 1ID -UIDJII 

a cont1an'"6 Nlet1aDehip Y1th the Cbrn'olet a.aler vho eo14.11Ja a_., tile 

purobuer ,... tDOOIIl'llpd to -aate ~te tr1r a - aar a e. 41ea wtl 

CC1 Mn'ioe 'b1lle,... ONd1te4 to h1e _ _. tlm4. 

Che'ft'Olet ·~ p:«boce6 & Nlet1 ... )T ..U iP'M«lll of p:e; 11d ealee. 

:But the li6DJ,r1011Dt hot 1e tJI&t thq ebalal4 J1a1e IIIII 0 I 5e4 at all ..... 1M 

]) lko Wl'i ter 1e 1Ddebte4 to the atMIII'Oia l'l:o,jeot I!D a.ow 1114 Ia 1e 
Coauol.B 1D OelWII,1 1114 Baeeta, ~ 117 tile • 'ww hlnlltr f1l 
Politioal 1114 8oo1al So~, Jew TOft, 1114 eepeo1allT to lll' .... et 
Br' L8$l 1 fr1r tile 1zltcawt1CID C1D Jlh!oll tlleN 0 tie CILl tile 'ftiJ) • 
V$N 'bue4. 
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0~8 at tlleir UN. 'llloee ecb u bad to Oaa;M~te vitb otfere at 

14eat1oal aood8 em tile uwe1 1Datalm11Dt teru, and it 1a little voMer that 

110et -r• 'Pl"8ferre4 to 811J07 the merollaD41ae vbilo thaT were P8,T1lls tor 

it. 

u the 80Qd8 ottered tar Mle UDder the poat-var-c!eliftZ'T plm 0Cl.4 

be parohaaed tor ta.di&tl 4allftr7 em tile lml8l 1Date1•11t oredit tuu, a 

ftr7 lillitld 't'Ol,_ at Mlee oOQJ.d be ocmt14entl7 predicted. llllt the PN-t 

e1tuat1t'll1 1e ccaplata~ dittereDt trca that IIZI4er vbioh deterred· 4al1Tel'f ill· 

atelMJ~t Mlee haft beell attered pre"'ioua~, 1'ba gooc!JI · aubJeot to eal.e for 

poat-var dellftr7 vould be tboee vbJ,ch are 110 l.oQger a.Ulable tor Olll'NIIt 

dellftr7 em IIZ1:1 ttlnl8, lblar tlleee oiromateDOee def'erred-dellftZ'T illltala. ut 

80Qd8. 1'ba ~ C~a~Qlet1t1cm vOQJ.d be vitb 1Dareaee4 qUIInt1t1ea ot other 1nr• 

at aood8 vhioh rma1ll 1D tile ~~~~~rket. rue 11 a oaa;M~t1t10D ill vh1ob wtal­

llllllt ealae· tar poet-ver clal1-.'e17 caD readi~ ocae 0\lt on top· U ac!eq\l&tl 1D­

oellt1fte are attered. 

Apal of' pr1or1t1ee 

liT f'er the -t 1llportlmt at the tvo adYIUlteeee that voul.d be ottce 

to pat\:lhaaare at poet.:ver-attl1ftr7 oertU1oatea le the prior olaim to the 

polt-ver :prOOuot, liT T1rtue at the ll'toppaae of o1"11Um :pro&Jot1on ot MJar 

t;Jpea at -n· 4urable sooda, a baokl.cs at potelltial a ... 18 rap141T 

be1Jis ballt lip, '1'118 laapr the war lute the 1.erpr vUl be tb1a pmt-vp 

a 5 Beaic!ea, att.r the oaao:blaiGD at thlwv it vill taD ta. to pt 
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1Dto proaoot.tca P'" MtJu- or JIOPle v11l .at a-•' •u. Cll' 

:ref'l'161Ntclr ar o1l·buzwr u tuiatq u poe11'11le .n.r tala OODOlwwtca 

of tbt -· Bllt -v wUl haft to ft1 t. 

Ilia iM ~U. field, tar: ~tat 1.aut 2., w11uca _.. 

would noz ,,. le ,1lmliH MIIIIJQr eD4 We :raw h lU.l.J to be 'mm •t 117 

al~ 001114 be u;paotlet to equal thlt mllbezo ot can prorb oe4 ftr1!1r tbt 'lien 

preTiOUII ~bile Jelll'o Bat lftD 1f the 'WIIZ' IJ!ded ~. it voald taD 

-tha to NelltabUeb prooduct1on U.1 tar: JIUNI28~ eutc.lb1lea. Die period 

of tnma1t1ca to peaoe-U. pro4Jict1ca bu liMn eetiaated at 1"'0l88ll7 tf111tr 

IIOirt:h8 1t ].9112 .ac1ele lll"'l repeated IID4 at l.eut •iabt IIOAtba 1t tbt poa1;-val" 

eutalo'bU. 11 to be re&te16DK- It 11 appel"'lnt tbt:reta:re tbat, BftD 1t tbe 

var 1a ot relat1ftl.J ahcrt c!uraUcm, tbt ~41ate replao ut ' M tar: 

autalob1lee 11 lUal.J to eZOM4 a tllll 18111''1 prodw!UOD. To tbt replaG1an t 

"-na -t be a44ed tbt s-tarT re~ute ot c!ealere tar: 41eplaJ' aDd 

"-onttzoat1ca puzpoe .. IID4 tbt " oil tna tboaa wbo v111.-t a 0111' Cll' aD 

a441Ucmal. oar tar tbt tirtlt tme. 1!l.1a- that- people wllo would lUJ 

to ~ a OG' ~tl.J af'telr tbt OODOluiOD of tbt nr vUl haft to nit tar 

-tile ttft Jill\ Jl :tJr J'IUa 1t tbt ftlr 11 leas• 

YD YU'J'1IIs h.p w1, tbt - tb1Jw 1a llbl.J to be 1zw ot -v' 

otbezo 1;De1 at an 1 re' lbl:rabl.e po41. 

U & JriCII' o]aja to~ prooduct1CD 11 81-to~ b\qWI 

of "futaN11 • IMh .-~L aa1e vca14. 1t111 f'llrtlllr ponpc.. tala llate ot c!eU'IWT 

tar tlloea 1111o fa1lH to_. 111011 p~NJ~ue1. M tbt m '1r at~ 

-~-
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~ 1Doi1UM, tile bopN of vell-Htabli.W Qun-. tor liNt-.. 
ti&l t.ra-..t trca tlle1r a-lere vill 41N,ppesr, Nl4 their ~ .m,p. ot 

prC4t 4eliftl7 vill be to enter 1Dit-,_.. purobue cc:utraotl ~el.,.., 

Aa tile ftZ' SOH c:u1 tJie. 'ftlll'ia6 out ot autc.Db1l.M N14 ~l4 appl1=a11 

v1ll ~ Slpl JU"t1o1~t1GD 111 tile plall. WbiD tbiH aoo4e &n 110 1oaelr 
eel'Y1o•bl•1 it v111 be brrousht ~ to the c0111-r !10¥ ~ tlle;r are 

111 taa lite Ul4 bow 4el1re.ble 1~,,4 be to replan ~ u eooo u ponibla, 

Tb! .F1oe dilcount ae 1111 1noent1w 

Tb! ottw ot a price dillcoUDt vOIIl.d prcbe.b~ be a le .. powezt\il 

1Jiomtift tbiiD a priorit;r to past-war pro4uot1c:u. Jllmlrthel.Me1 it ·~11M 

wbetlmtiall;r to tile appeal ot tile plan. E"m:;r 111dh1dual Datural.l;r triee to 

4" tile~ tor taa -11 Nl4 tile ltrCDg aalH appeal ot a bar81l111 pri.oe 11 

veil-lalown to the mercl:IIID4111D6 prote .. iCD. The otter ot a diaooUDt trc. tile 

etNidard price tor poat-var-deliver;r purobaeee 'lfOIIl.d perait "future~~" to o-

118t8 IICirtl effective~ vith preeent goo4a tor the c~'• c1ollar. 

MQzeo'fer, a price 41ecoUDt 11 tu11;r Juet1t1ec1 b;r tbe oirow.tiiDoll· 

Oil 0111 buld, 11Doe Jlelle;r o• nd• a rental, the per1011 vho pan for hie soocJII 
111 aa-e ot 4elift17 ehoul4, 111 tile 111tereet ot 41qu1t;r, obtl111 a pr1oe dftll­

- O'fe1' the :;ez"IOII vho ~ at tbe tilDe of deliTer;r. On the otller bul4, tile 

oreat1011 of a larse baokloe of prepaid orc1ere tor c~ • durable goo4l 1D 

epeo1t1o price claeeee v111 penlit eo011(81ee 1n proc1uct101l and c11etr11Nt1on 

vh1ch lhoul4 be lhared vith tile purobaeer vho belpe to create thea. 

'nil al.l.anllce ot a c111cOUDt traa tile po6t-ve.r price rathll:r ~ Ill 

- llo -
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1ntereat rate 1a 61a1rule tar a mwber at reu01111. nnt, 1t -u e1tafMte 

expenlli'nt intereat oalaul.attona. Seocmd, it VOilld 8llliCIIIl"ll8l ,rc.,pt '11M at 

oert1tioatee to obtain dal1ftr7 at sooca after •atr :pl'iar11'.T -·· au ... ,. 

'bMI1 oalled. ~. it voul4 .are clear~ i&lntit;r tt:e 1n8talaoDt ~ 

tion vitb ' the purobue at •:rcbar41ae. Tb8 d8l11V7 at en 1r.teraat-beuJ~ 

oert1tieate would oerta1n17 1MI•oe a IIIIC!l b•gbv 4aeree at ~t1t1011 v~.'i;t 

ot!ler :t'Cil'IDB at &a'riJl6. 

Discount& trail etandnrd retail pr1oee bavw 'teen """"nnlJ' o:trved 

4N.l«r>e 1n autcaobilee and other OCIISU:DIIrs' durablo sood81 either 1D the :tana 

o:t a reduoed :price ar en emeetlil"e t:-ade-in ello-.'11::1DB, ~tq, oa!T a 

relat1Te~ substantial prioe-di.eoount vould be o0111Jid3red af4pli:tioat '111 

poet--var-cl811'n1X7 purcb&aere. It ie recCIIIIIIIInded tbat the d111001111t trca the 

eetebl111bed purcb&ae price llhoul.d appro.111lllate 10 percent. 'l'hia ou b11t be 

aoo<:~~~pl1ehed b7 si'rill6 the poat-war-&llivwey certificate a llllll'Ohazi41M ftl• 

l()j sreatar than the aount paid 1D b7 the purobaeer. 

Tb8 1111101111t at the diecotmt :tor poet-var-4oel11V7 purohuea aboW.d k 

reooneic!ered :trca t1lae to t1lae 1D relation to the proepectift period at &ltv­

ment ot cleli'"'%7• h!r iJI.Italloe, the d1eo=t mJehli be rehoed p1Q8NPB1ftq 

at &ix•IIO!Rh interTale, llDleee eo man:r certifioatea bad been 110ld that the 

&llq 1n ~11'"'%7 after the var ~teed to otteet the eP}II'C*Ill to the 811111 .r 
boetili tie e. 

Tb8 price d1.110ount tar poat-war-cl811'reJ:7 piZZ'OlluH would be _.. ~ 

when the S004& W:" c!eliftred '117 the aaor1t1oe ot part at the uul sro-• JIIII'Cfit 

. - ~1 -
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.ars1n em tm part of tile 4ealer vbo delinre the goode and b7 a rebate 

to tllet 4eeJ.er em tile part of the mnufacturer vhoee l!0048 are delivered, Ill 

tile l1c;ht of the relatin beaetite toot vould accrue to dealers and to amu­

t.aot11:ren UDder tm plan, a 10 percent price differential m!{lht be dhided lJl 

tile pz-opart1em at 7 to the dealer vbo delivers t he goo48 and 3 to t~ lllaml· 

taoturer vhoee goode are deliTered. 

81Doe ccmaiuiOM paid out tar the ea.la ot cert1f104tee and' tor the 

colleotion and reoard1J18 ot pape:~.tr would be covered by the Treaeur;y lla;,ment 

tor the use at tile 'purohuer 'a IIICID87 dur1JI8 the period prior to tile deli1'8l'J 

' of tl» goo48, the purehuer vbo -te hie pe..omente prOllrptl;r could be guara!l­

teed the return of the full 41100Dt paid af'ter hie prlorit7 l1ll:lber bu been 

oalled 1t he should prefer to taka oaah 1Detead of soo48. The cuh w1thdnaral 

r16ht voul4 probabl;r never be exercised 't804uee at that point it would be poe· 

11ble to eell the cet't1ti04te·- UDdoubtedl;y at a profit. But the suarantee ot 

the return of the a1101111t paid 1D after prior1t7 Dllltbere bad beea called YOIIl4 

UD4oubte4l;y be a 't'aluable eell1JI8 point. 

Caeh v1~la should alec be p!lnlitted before the CCIIIPletioc ot 

pa.J~~~~nte ID4 before the purehaeer•a priorit7 Dllltber has been called. :1t.1t 811Ch 

v1~ would be ~lbed b7 the lose ot the e01111l1ea10CI paid out tor 

l&le• ID4 colleot1cm~. 

JPO!IIti't'q for p!?Pt J!!!.7at 

~ ~t ot inltalaent aooounte should be enoouraee4 b7 pelll• 

l1&1J18 deliDquenoiee • 'l'Vo t;rpes of penalties are road11J' available s the 

- 112 -
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dot'Oiwmt ~ the priorit7 to Yhioh the porohanr VOill4 othOIY1H lie -'1tW 

and a dooreae& 1n the prioe·4UooUDt all.olre4 tor u-e ~. 

The 4ef'~ ar pr1or1t1ee 1n ouee ot 4el1nq1MII07 1a ~ 110t 

ool7 u a MeD8 ar ID00\11'1161Ds pnapt ~ 1D order to w1n1w1 .. &OlJeot1cm 

coete, but &leo u the- ar aa8lJr1Ds equitable t:r.~ ar ~. 
U there ,_DO IIUOil ~lt7 aM if' priori tiN weN ... 18Ded 110le~ ClD the 

bailie o'f the aate ~ the inatalJWmt puro- oCDtraot, it wul.4 be JIOIIII111le 

tcrr the purohaaer to set .. loll pr1or1t7 I1UIIIber b7 mk1De 811 s-41ete lklvr· 
I 

pqment aD4 4efault1Ds CD all allhaeqUOllt ~te. '.1'11:18 voul4 sift IIJa a 

untair aa-t;aae on:r ~· vho -.t their o~1lle0te. It 1a o~s-17 .S.ir­

&ble that the ~t ar prioritiee be JIIOSNUift·-the sreater the dep-M 

ot 4el1Dqu8Dc7, the srwter the c1etermmt ar pr1ar1t7•-en4 that the eohe4ule 

ot 4eten~~~nt be eo ~ thut the porolluer voul4 beaef'it b7 vaitiD8 UDtU 

be could IIIHt hi1 ~t ~te rather tban b7 en~iD8 a coatract CD 

vhioh he voul4 be -ble to pertana. 

81111lar~1 the reductiCD ar the prioe-41aooant iD - ot de:..in• 

quano7 ie illportaut DOt ODl7 to eti.allate pr(lllt ~ bllt allo to oc.ptlll'r­

tor the a441ticmal. 8Xl*W8 ~ tollowiD8 up 4el~1N aD4 f'or the ehortol 

period ~ tille f'or vhioh the UUted Statu '1'reN11r7 vould baY& the 11M ot the 

P\l%'0haeer 'a IIICIII87• It woal.4 obYioue~ lie UDtair to JII'Nit the parohua' vho 

ac1e an initial 4own-~ aD4 c1ef'aultec1 CD later ~ to bill pt8 at 

the - prioe-41eooaat .. the ~ vho .... hie pa; te _.._ to 

~~<'hecblle. LUCe the a.r-t ar pr1ortt1ee, the 4eoi .... m the prioe clia· 

CIOWlt e!lou14 be relatecl to the '*" ar 4elinqUeD071 aD4 the eobe4nle ot 

• 
. ~, . 
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-~ 0• 81, llllould be eo ~ tbat it vou14 pq to poetpc:w ..-. 
1111 - 1JIII+el-t -traat UDtil ~ ooald be _, ~~. 

:0.~ ooald be oa1oulatt4 IIOR ettio1.utlT 1t all ~ 
- PllfUle Cll tM tint of eeah liCilth. IIDftftl', 1A Cll"diW to ..... ,., ,.. 
lGe4a far oolleotiCil eemo1ee, aue-4atee for 1D41Ti<blal -taut. elnald ... 
eobedlale4 tor tM teBtb, tveDtietb or tllil'ttetb of e'ilcll liCiltb, to a1t • -. 

4qll far JIGI'JiOeee of cal•1'•ti:ls -~· 'Die u.ee of l'Otnt,.. ~an. 
'11011.14 nw *"" a 'ft17 e11ep1e oaloul&ti.OD, which olerta OOQl4 - o ; • 
aA obeok ""th sreat 81i"cl.. 

l'lu'ohuere J11Cbt be allon4 a de~ of 99 ....,_, a.;,. 'Fitllaat 
~v. 011 a t..z~v-~ OCIDtraot, tbio YOUl4 repre-t a am ., -­
JIIII'io4 of ' 4q8 for eaab ....,_t. 8lloh &D au- YQQ].4 0' iii"-- tor 
~ 4atee tbat YOUl4 tall cm Blm4ll,ra ad. bol.i&~p lllld al.l.ow a reuosw)tle 
leiEJO tar tM :reoei»t of w1led ....,_to, tar del.o;rl l1ile to 1llne .. , eto. It 

be mtitle4 liT Til'tllll of the date of cteri:ls a wtalllent purohea oozrtraot 
be 1Jiareue4 liT CM tcr HOb 1441t1Cilll. two lllmdJ.oe4 de~ JiCI)Sift 4qt, 
ar tftotiCil theNof, 11114 tbat de~ olJarsee be OCIIPilted at o.~ of tilt 
ClUb 'ftol.lllt of tM oert11'1oate tor MOb 1441t1CIII&l CM !illlldre4 de~t pq­
•nt ll.q81 or fl'Mticm tba"of, 

:0."n pDfq obc'at• lllloulcl be OOIIIpUte4 allll ool.leott4 atter all 
IObtblecl liiQIMilte bnt beezlMt, su- it 1e a o'b,Jeotiw ot tz. pla to 
1--. repler PG'iod.ir ....,_te Ollt ot ~. 110 ""'P"'•tUc ...Ut ltbGal4 
be ell Cllld far ~t of fllq s..t&lMDU

0 

- ~-
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me IIIIZ'Dt. It ebould bll a prille obJective in tUiJIS post-wv-a..li1ezor pq.. 

..ma DOt to 1Doreue tlle &ittioultiee of l.ov-inoc.e olu"• in ~iJII-. 

•-.. • 41zrable 8')04.1. 'lhie .8118, in etteot, that the te1W1 Olttei'114 trsr 

poat.onz'-4ell'V817 -.1e llboiiJ.d DOt bll IILIOh liON etriJiseDt thaD tboee wllioh 

wwl.4 DOmal.lT bll ottel'lld in a tree ..rot. -- · In the ~ iJI.Itel"""'t ealee traD8aot1on, pertioularl,T trsr .uto-

JDObilea, a-~te ere tmd relAtivel,T high in arder to oOftr the 1nit1e.l 

a.preoiation vhioh oooure vben tile gooda beocae "used." In aotual praot1oe, 

buwvez, autc.obU. 4own-~te are seMrall.T oOftred 'b7 tnae-in all~. 

A 1111'88 a-~t trsr poet-var-dellft1'1 ealee 1e not ~ 'Jm!&M•Mr"T• bat 

11116 .. 1rable beoau.e it vOIIld create additicmal ealee resistcmoe. 'Dill 4ow-

~t 'lhould bll 111011 that prospeot1ve puroballere vould bll likel,T to haft tilt 

- 1n their :poo.bte at the tSlle tha7 are approaohad b7 ac.l'-· other 

Z'IIUOIIII trsr bteJ!iJig the 4own-~t IDOdeet ¥111 bll diaOU3t!ed. in the IUOOIK· 

iDs aeot1on. 

I!latameDt P81Milte llliOUld bll 1110n1 811betent1al t11an 4owD-~ta, 

Qloe the PIII'Ohaaer bu ..U a 4Dir~p-.,-nt he oan be expected to ad,JJUt b11 

\Ndeet to -t a 1110n1 eubnantial 1111111 out of hie Mrl pq-oheok. 'Dill" rea4· 

~ of 8Z1*141turee ere,. in taot, the lal7 to the detlat10Dal7 etteota of· 

~a.U'f'VT purohuee. 

'Dill touowa, ~t eobeaule 11 propoaed u cme vhioh 1I'OIIld ..s»­
tabl • eatilltaotot,. ""1 - blltlraen the" ftriou ocatl1ot1J18 obJeotive•: 

- 116 -
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Nllr'OW.1M OUJa-.- ... ~ 
value ot Oc't1t1oate ot CC't1f1ode lp • " 

2 

.. llO WlO •i .11., • Ul 
~ ~ 101:u ,. 
HO 200 ' Ul "' 

' '' ug 300 6 6 e 19: 101 
1100 ~ ~· 

,. 
'~ ,00 121 81 
170 700 9 191 II 

1,100 1,000 uo 221 ' 1,~ 1,.1100 u 91 
"I= 2,200 2,000 12 20 Ita); Ttl 

• . • 
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'1'!le vUHnsne .. ot OCII8,_.. to blq S. o'brt..-~ ot CIIIWS&l. ~ 

- to tile 1111110M8hl opell"'lt10D ot Vl1 plu ot ~Mte1--t ••Utili tar Jllft­

VU' 4el1TeZ7· Jlowe•w, tile purohuer S. but oae of 84miNl. PG"'f• to tile 

lnete~t ll&lN tnzleect1an. Adeqmte 1no8Dt1na mat be otttll'H to .a\1· 

'ftte tile TOliDIWT action of otber put1o1pate. Jleel.,.. -..t Wilt to ••U 

poet-nr-4el1Ter)' oert1t1catee; tbo collection aeeooioe llll8t be v1ll1Jis to 

MwJ)e tiDl4e aDd to •1nta1n bookbepina reoOZ1•l end .nufeot\IIW'e ewS pU­

l1o lltWtiM 0011118111ee -t ba'nl NUOD to pl.q tile pe.rl.e ... i611114 to tb& 

C!!l!r!cter1Bt1oa of oert1t1oate lllll8e 

Tbere IIIQ' be ea. broad oatepiee of goode--euoh u food--vhioh 

o--..r. vtll b\q 1n etable q'IBDt1t1ea at g1Ten incGIIIII 11!14 pr1oe l.nele, r.-

8U"4len of tbe 8aCNIIt ot ealee effort tbat 1e v.srte4. Jlllt thU S. DOt tnt 

ot tile oa~ ot c-.• durable goode. Bnu leee 1e it true of 1.1141'11· 

cbal. articles 1n toat catet!ar7 ar ot cert1t1catee far the future ct.ll1ftl"7 C"l 

8111111 vtiolee. 8alee effort v1ll be nee4e4 to OTerO~ the Mtura11Dart1a 

tbat baa aln18 obancterl&e4 .-rete inTolYina oc.at~te far ' tlle ~ 

ot :relati'nll,y larp --. 

~ Coete ot "'une poet~l1T11Z7 cert1t1oatee, hooetw, ftllll4 1111 

nMtat1all,y lonr tball coet ot nllin8 tile aoo4a th el-... ewS tlle oca-
• . 

lliae1Clllll offered 4ea1ere oan liiOpea·~ be ~ l.cJnlo ~ tile anal ~ oca-
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~ ~ ~ •n'• tor ,_t_ teU.,..,. woaU l1fhr n!l­

etam1&111 traa tboM ~ ~ -.lee. !!lin 'II'CIIIl4 be ao 4fo' ill& ttr -... 

1n al.l.Ofti:IOM1 210 oCIIilpet1t10D v1th other .UU at tile po1Dt ~ • ~ 

Mle, aD4 210 a-nr.t1-. '!baN woal4 be DO iDnDtai'!M to nc.. a1 ft• 

-· aD4 JIO a441t1m.l onrbea4 to -.mtaSa. !be pn.r, 1111,._. ~ • 
sale• ef'fart YOUl4 be to 1IMDc the ~ ~ ~ •• u.e tor 

tuture 4'elift17 foroe~ to the atteat1c:a ~-, ~. 'Die poteat1al 

liet . of ou.etc:..re voul.d 1DOlude all aa1Dtulli·OGoup1ed per110118. l'ol-.·to• 

bouae oamaaeM voul.4 probabl.J' be profitable u IOCID u 1ol1o1tat1CIII ~ 

41&111'1 1 regular ~ liltl hll4 be8ll ahauted. 

'!'be ea1e1 effort~ ot de•,.,... voul4 bo reint(II'Hd b7 J&l 1 • .,_ 

the pu:rolluer vhioh ao.aot ~ «Xi..t. Priarlt1N vaal4 paow'Ca • .-wfl&l 

taroe far red1101118 Mlel rea11ta110e. In taot, ~ purohalll'l ~ lie.­

peoted to eeell: out their d1111lere 1n arder to 'bu1 poet-var·deli'tN')' goodl u 

pra~pt~ u poee1ble. '!'be alee onpdsn voulll be IUJIPQl-ted 117 •P-•~• 

prciiiOUDC~ that ~ far poet.-r deliftJ'J' help the w.r .tfllft, 

Tile oc.plete t'reedca ot choice ot ..-. aD4 .adele '""""' allo ta'GWtaw 

cert1t1oate ealee. '!'be purolliae«r v.ou!.cJ 1r.q t:JA.q a r1f;llt to a ~u.e, mo 

a retrigeratar, ar an au~t1c stoker, and he vould haft - at· the bel1ta­

ttODI 11114 UIIOerta1nt1u that uatU1'11.l.lJ' arile vhla he wtl h1l bard-rn4 

IICGI7 OD the line far epeo1t1c sooa-. 
Jlot ODlJ' 11 1t preot1oable to att«r relat1nl.J' •lnt -'•1-1111 

but there are poe1t1Te reae<lU for ll:eep1JI8 cc:..Seei<lllll u lolr u ,_.1\lft. 

- ~9 • 
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lJl tlle fiftt plaoe, u b&e alree47 beeo 1n4icate4, c~uiaaa pau 

tar aalM a4 ool.lect1CIDII aboul4 be 11111tK to the &IIOIIDt vhioh the ~ 

,01114 pq tar tlle uae of the purchuer'• IIIOIW7 prior to the 4ate of delhq 

. of tlle fP)CI48, Dl thU yq tlle purobull' oen be uiiUNd of the retur:~ of tile 

.-t wb1oh he ba4 l~Ucl if he abollld ohooee to telle cuh 1Mtee.d of 80041 

villa the prioritT Dlllkr of h1l certificate hu been called. 

Dl tM -cad plaoe, the 4eflltian&r7 effecte of iMtalWM!t ~ 

vov.l4 be offeet to the e:r'tellt thet these paJIIIODte are 41Terted to the ps:r-t ' 

. 
liDa~, it 18 1Zl tha b!tereet of m.k1ne the beet uee of our-

ponil' l'NOIIl'Oee to kNp ealee ocmaieo1one lev. 'l'be etoppaee of produot101l at 

aJar c~ 1 4m'able (IOOda vaa necellllr)' nat OlllJ' to releaae mteriall tar 

who eol4 theee (IOOda are ae rea41l:t a4apta':>le to 11ar vork e.e thoee vho oper­

ated -biDee or vorbd 011 uftllb~ l1Dee. Tl~e c<llllp0Daat1on offered to ..-. 

- Uoal4 be ~1c1ent ~to attract thoee vho are for one reuon or 

nat 1'111141~ t&daptoble to other vor!t. Salu could rea<\1~ be •4• b7 

~10•117 baD41oappe4 .., or b7 prertoua~ lmllllplo,ed v~. '!'hie vorlr: woW4 

liD4 1t .. lt 1'111141~ to pez"t-tille aplopaen~. 'l'be number of •ale- erpge4 

1Zl Hll1ns 110ft_.-4eUftl'7 oe:rt1f1oatee ehoul4 be anl¥ a ..U t:-actiOD ot 

the ... ~ 111ploJ84 1Zl sel.l.1Jla 80od8 for current del1Ter,1 but .-ell 

Nls " llholll4 be able to produce Jllllll1 t11aee u Jllllll1 sales u the ~e-

ts. ··= ... 
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Tbe 4ow:~t a4e bJ tile ~ woal4 be bpt bJ tile -­
.. b1a 1n1t1al Mlea oc.daatOD, - tr..till8 the eatire dCIIIII·~ u .,.n 

I of the .alN Qcww1U10D, tile --tt7 of hol41Ds tile- Efl of 1JI41'rilaal 
4e&1en .ooouatable for 1'1ID4.- oolleote4 b7 tbla ou be aTiDI!e!, !be !CJIIII.,.,. 
-t abo1IJ4 1'V7 with tile ftl• ot the owtifioate,. but it llb01114 be .od8at 
nen em oC'tttioatea. ot IIU'be'teDtSal 1'8ll», Thi1 11 c!Niftble 1D t11ot tDt.r.ata 
of redli01D8 •lea re•iltuloe and of a1D:III1r.1D8 oc:apetitiTe red\IOtioaa 1n !CIIIII­
~· u. larp 4ow-~-- required, tbere VOill4 llll4oubte4l,y be 
a tendeno7 for blqera, ll:oow1D8 tbat the d01111·pa:r-t aoe• to tile dialer, to 
"•bop• tor a dMler wbo would reduoe the 401111-paJIIIDt 1CII' elia1Jate it eattrelJ. 

AD a44it1.-.l a1M l.'cww1H1CIII woal4 be paid to the dialer 11PC11 
oCIIQ)leticm ot the purobuer'• ~. or, 1t it •- deetr.ble, at apeoitio 
•taau 1n the f'l&lt1 nwpnt ot the inltal.-at oCIIItr.ot··far inlt&Doe, 1IPCI1 the 

~tot the eixth, the twelfth, 81:14, 1t there an .are tllaD tveln, the 
final inltal.-at, !'bell eeoODdarJ oc.dnioaa 1hould be paid 0D17 to dlalar• 
vbo follow up 41~ acooaata referred 'lleok to tbla bJ thl MlH t~• 
eeeDOiee, Otherwtae, dMl.era 111ght prefer to take thb •eoCIII4arr oc.dllicma 
that would o~ to u- ~ttoallT aD4 to 61'oid the 11:wticm ot additiaaal 
aaJ.ee rtrei11111'1 em aoooaata 1D dltault. 

'1'111 -t to be ;uatd deal.erl. thrOII(!h dom·pa~ta 81:14 aeooa4ar7 
0 CW01Nioaa abool" be ~ 1n relatiOD to till a1101111t ntoh ..t be paid 
to Ootw ooete ot oolleottCIII and the ~ wllioh the u. s. 'l'reU1Ir7 would 

. ~-·-· 
~far the- ot tile parollaHr•e -7· The follolr1D8 eobl4ull ot-..-. 
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BeeQild.arJ c~eeicc 
Initial C~ .. iCD (~of Purobue Price) Purobue Price 

AIIOUDt ot Cert1t1oate (pop l'!.z!!D!,) McDtb1J P!.z!!Dt I 

• 100 • ,..00 • 1.9~ . ~.~ ~.9 

~ 4.00 2.92 6.92 4.6 

200 ,,00 3. 90 8.90 u 
,00 6.00 ,.88 11.88 4.o 

~ 7.00 7.86 14.86 3.7 

~,00 8.00 9.84 17.84 3.6 

700 9.00 13.82 22.82 3.3 

1,000 10. 00 19.80 29.80 3.0 

1,400 u.oo 27.78 38.78 2.8 

2,000 12.00 39.76 51.76 2.6 

Partioipaticc ot 4ealara 1n tbe plan vould be enoo11l'8(S'ed not 21111 

b7 t.11e o!!W'eeioae tbat vould be paid tar eellins poet•var-de11't'er7 oert1t1· 

oetee' but aleo b7 tbe1r ete.ke 1n tbe final del1ve17 of the so<>dl· :l'nln 

tbo\1811 tbe oert1t1oete vould be valid far purobaae vith any dealer, it ooul4 

be mt1o1pated tbat -t oert1t1oate bolder• vould bUT f'rca the dealer vbo 

eold ~their oert1t1oatee. Certa1nlJ tbe dealer vbo •de the 1n1t1el 1&18 

vould ban a •t.Naa ooa;>et1t1n actrantase vben tbe cel't1t1oate be~• ftl14 

far del1Tm7. 

lleTCGd tbeu 1noentins of ef')f•1ntereet, however, oae oan rel7 

hM'11l7 \qiClll tbe patriotic 4H1re of ooae-. 1 durable soo4e dealer~ to 

participate 1n a pl'OflNa that vill occtribute to the var effort. A~bill 

de&JAn, reb-taeratar and pilno dealere an4 beatin8 equi~t occtNo'toN 

are tnli-tl.T &1110116 tbe leadin8 o1t1&ene of tbe1r o,_,9'1tile and .,.t ot 

~ are 1tobin8 far an oppart11111t7 to be 110r11 d1reotl7 uaehl toiiVd t!ll 

w1nD1n8 of tba var. Poet-var-Mtftl'7 MlN ww14 ~ide tiWI oppe: tGDitf• 

and eftll 1t the o~n1oa. ,_ _,,.. tban tboee 8li@8Mte4 alK!ft, hl1 
~ 
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cooperat10D ot dee1 en o01114 be aut1o1:pate4, 

'!'be o-1er vbo f1•11J c!eUftn the 81)048 ill the pon__. ,..loll 

would, .. bu beeD 11l41oate4, toreso ~ ot hie IIOl'lllal aroa• profit. It 

the IU688•t1oli ad. hen 1e toll.oved, the t11lal dealer would Ueoouat tile 

eetebl1ehe4 retail price 117 aboat 7 t*'Omt. But th1e ccaceedOD voa14 le:pH­

eent ODlJ' a Uttle ..-. tbiiD ~ ot tile cuatclar7 dealer'• sroe• profit ~ 

on aut;(mK)bile ealee aD4 &boat 1" ot the cuata.r7 c!ealer'e ..rSill ca reh1C­

eratore, piiiDoa IID4 heatins equ1J111811,;. .Bell1de1, 110re than a c-.urate 

part of the eelliDs Job VOIWI "'ve bem done, Tile d ..... ~t ot cu.tcaera, 
' 

reaq, villill8, and able to bu7, cODetitutea a verr large· pan or tile pzwe4-

ure or eelliDs cODe....re ' durable goode IID4 \be dealer vho ~~ the all 

in the poet-war perio4 v111 be preemted vitb euch cueta.ra. 

Trade-in 'be.rsainine, particularl1 in the autc.lbile field, vculd taD 

place .. ueual vhm the eale ie COIIIPleted. But. the dealer vho COIIIPlllte• tile 

sale vould be in· a 11110h etrOil{lel' poaition to rll'liet P"••ur• tor uceee1ve 

trade-in allovancee. Iil fact, e1nce certitieatee would· pre-bl1· COftr the 

tull purobaae price ot the DIIV car, the ilal.e ot tbe ueed car a1~~1'ad&1J 

beca~~e an mt1rel1 separate tranllact1on, the eale beill8 made to 1fbe h\tl~Mt 

bidder whether be be the dealer who il.elinre 'the new 061', 8DOtber IIIIW car 

dealer, or a used car dealer . 

lncerrtina tor IIIJiufaoturer! and pvhllc ut1litz OCIIRII.!!:!!! 

Mllnutactt.ll'lll'a would be ex»eeted to oODtribute to the plall b7 pl'0\'14-

ille pert of the poet-var-delher7 price;dilcoUDt in the fora ot a rebate to 

dealllra vho deliver their goode in exchange :or a certificate. It bell 'beell 

11\1681111ted tbat thill rebate eboul.d epproxillate '~ ot the eetabl1abe4 retail 

Pl'iea, 'l'be7 wov.14 &leo be upeote4 to reinforce the •11111 ettcrta ot 6aalln 
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a4 tMSr Ale- U1rcJu8b D&tioaal pz'(a)tioaal ad.ftrtieins. 

"In ntarn tor tbllir oCIIitributioae to tbll plm, manutaoturera 

voul4 ~it 1D.tour 4Uternt vtql. 

J'int, tbll plaD vou14 help to preNrft tbll preeent pattern ot OCID­

_. QJI8Dil1turee; In tbll ab- ot •~ eo'- tor abear'bins the PIII'Obu­

iDB .,_r tbat oan no >.cmser 'be 4e?Otad to tbll purohue ot o~r durable,, 

otbllr oateaori .. ot fJOOd8 81'8 bOUDd to get a larger ahara ot the o~'• 

dollar, 1'hll turtbllr tbil ehitt ot apall41ns babite pr()61"eaeee, the more dit· 

tioult it will 'be tor durable goo4e Mlllltaoturere to regain tlle1r prertoue 

))0111 t1CII1 1D the ezp811d1 tuN pattern vhen pro&lotion 1e reatored, 

S.o0Dil1 it vould prort4e an enan.o\UI uwred market tor tpeo1tio 

Jl'loe-oluwe ot -r•' 4urablae in tbe poe~-var period. A large IIZid 

-•'bl• u.rnt hal 'been tbll dre11111 ot Bftl7 production man, It would per­

lilt tbll plannsns ot procluot1CIII IIDd dietribution b;r the induetri .. 001108X"1184 

1D N8pCIDN to aoourate ad.YIIIICe lmwledp ot tbll oharaoter aDd dietri'blltiCID 

at ' '• !11.11 WOIIl4 lCIIIV production and d1etr1but1CII1 coete all alq till 

lw, ftiollllicbt 'be tbll •ana ot preeernns the taYOrabla cc.pet1t1w poei· 

t1C111 at tb11 AIIN'ioan UDUtaoturera ~ ""t01110b1lee an~ other o~r•' 418'­

a'bla 1004.1 in nlat1CIII .to torelgD Mlllltaoturere ill the poet-war per1o4. '­

_.. ~tit VOI&ld taoUiteta rapid--but oontrolled--e~1CII1 ot p..a. 

t1CII1 ad e.&l~t. 1'hll - durable 1004.1 1Dduetr1ee AN tuU:r ..,.,. 

at tbe1r luwt N8p(ll181b111t;T tor ~bins at the oC1110lU111CII1 at the war • 

llllktetial part at tbll ••;CIIIV DOW l!e?Oted to the 111lit&17 etfort, 

.... 
J tt . 

-"" - " 
- (. 
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Third, it '1101114 help to pUIUi6 tba ho111t1M tar ftta1l lalM 

up<lll Yhioh the ..nutaoturw =at 48ped tar the 41nri'but1CD ot h1a ~· 
1n tiM ,o.t-wr p~~r1o4, The mrtal.1t7 -.. tba1r .._,_ 11u &11w4r w 
Hftl'al aut-bUe.-utaoturera to ocaa14er plana~ dNl8l' nhWN u 

0 .-a ot preaC"'iin8 a abletCD MlN orpn11at1CD, 

•ourth, 1t li0Ul4 help to OCliiMl'ft aubatct1al inftn-ta 111 tba 
trade•DUM ot their pro4uct1. Valuee built up tllroush J8&1'1 ot pr-UCDAl. 

a4ftl'tii1DS 11114 product pert<IZWDOI will sra41a117 4111ntesrate 1t tba11 

trade-na.11 are not D»t bltore the publ1o. J'raa the ltall•int ot the-· 

• 
u it 11 to preMne the plant Gl4 IJ)II01al1&e4. tpola that an Olp'lll1 ot 
-utaoturin8 the pro4110t • There 11 p!lel'6l -crt a M thU preMDt 1Dnitll• 

t1ooal a4Tert1a1Jis oewpe1gna, 'buecl CD the OCDtribut1CD ot the aDutaotiii'W to 

the var ettort, haTe reached thll point ot rapt~ "'m1nbhins retllnl8 m4 that 
a nev a4ftl't1a1ng II.P1)Ml 11 e1emt1al. A4Tert1.-tl 41reote4 tOIIII't tba pro-

motion ot 1nllte.1JIIent ae.lea tr;r poet•VIIl' del1Te1'7 voul4 till thil ~. !l'bq 

VOIIl.d _.,.. the doubl.e purpoae ot 00Dtr1but1ng to the battle ep'M*. 1Dtlat1GD 

and F6Mn1lls product tra4e•IIU81. 

l'l.lbl1o ut1l1t7 0CIIp'P'1H voul.d be a;peote4 &lao to aupport tbt 

le.l.ee cnv'IP' vith )aaeot10Dal 114Tert1ein8 11114 to _.,.. u •fii'D01M tllroullll 
Vh1oh Pt;JMnta vould be ..U, ThiiM .,....,...,.1 baTe lcms. 1'1008111114 tbail' 

roeo1a1 1ntereat 111 the aale ot boQMhnlA ftHllt.Doea. 8uoh aalM llllt OAq 

1lloreue tha total _.kilt tar au ar el.eotr1o1t7, but protuoe .,..&tinl 

&eCIMaiea tlJrolch 1111 ~ 111 the Milli • b1llq tar "'CII at1o lll'nCie 

W throicb tha -t1CD ot a "' rvt 'ld11oh t..S. to 'beJ..Imoe tba 1.114uatrial 
load, 

.,. 
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!'1IMe a4ftata&Nt plm the proqeot ot -·· pro411otift O&JM1\f 

·in the-~ period, 0&11 be UJ*)W4 to ~ tatl~~Miutio PG"t1o1~ 

tiCil ot the (IIIII - eleotrio JICII'Ol' OCIIP"'•• ill tbe FaiDtiCil of tbe -~ ot 

bo-ebol.t aw11•M• tar poet-war .Jelift1'7· Ill taot, o....-1 8110h o....-a1 .. 

haft 1p.UoaW4 their v1"'"81'"• to 'bear the tu1l -t ot w'd"8 noll l&lM, 

Prorio1cm ..t &loo be -.de tor the oo~iCil 11114 reoar41"8 ot 

~ ~t. it the 'l!laP tar poot-nr-4elift1'7 ealeo io to vorll:. rt 

1o ,at tiiOII8tl _..~ to oolloot tbe }IID'Ohue prioe ot tbe oertitioate b7 till 

tmo tho ~ ocmtnot Jllltureo. It tbe 4etlati_, pateat1&11tioo ot 

tbe plaP azoe to be ~ a;ploite4 11114 the TroUIIl7 il to set ito lbl071
• 

worth, it .. POOMI&l7 to require J'08II]ar ~to at atate4 iPtc'ftlo, to 

olll4 4ol.illq-t IIOtioeo aP4 to retor oaoN ot oubotautial 4el~7 baoll: to 

4oa.lore, 8114 to ...... de~7 Obez'PIIo 'l'hio- tbat the ._t 1114 

cJate ot MOh ~~em e.oh oertitioate ..t be reoarie4 oaatiDUl· 

'l'tro OCI10i4eft.t1Cill J111b it ·- 1.1114"r1Nb~ to porllit dealoro to 

oolloot ~ ~. :rirlt, 1Dotl'-t oalN haw )eeD UN4 b7 .­

~ .. the - ot Q;pOOiPS oun-. to proolllll'e tor the paro!IIH Ill 

.U.itioaal Mnlball41oe at tbe ts. ot I&Oh ~t ~· Silloe rmsl' 

-ten 8114 otbor ~ebol.t appliAPoN azoe tl:~ ool4 'b7 ~ wilD 

a-1 1D ~ tlzmiohiPSO, oloth1zls, or Jenlr7, pon..wv-4e11ftl'f ~ 

~debt be 11104 to otilul&tl e&lN ot theN latter soo4o. VhaWftr' the .Stl 
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ot th1a -.robul41e1118 ~ioe chlr1z18 IIOI'al. ts.., 1t ._ ,,.,,:r .._tMle 

to allDw a JllaD vh1oh 1e 4ee18Ded to tab purcbuizls panr aft tM aa•• to 

be 1111ed to atiElate a441tiaaal •1M ot o111aeat pda. a.c.me, "'- w?alr 

it:r 1111101!8 4ealera 1.n o~· 4'11Nbla soo4a 1e ~to be ll1lbt m -.tte 

ot the a441t1caal iDe~ vh1oh inata'-t alM tar poe~ e-11...., nuJ4 

ptOY1de, and it ie dea:lzabla to aT014 the -•tv rt1 eetall"•b''ll • ..Ut­

inB .,.ta to proteot purcLa.e .... aaam.t Waul.t b7 a.J.aN • 
• 

. 
~~~mta, eending del.iJiq~Mmt 110t1oea 11114 o~1Ds de~ obl1111 .. "'-

enterpriaea vhioh haTe bee prn1oua17 M!I!I'Pi 1.n t1.n&DII-. ~ aa1N 

ot oana=era 1 durabla goode. Moreonr, beoaua their bu1AM- haw '-­

badl7 burt b7 the 41eocmt1DIWIOe ot produot101l ot auoh soo4e t1»7 haw tile 

beet olaiJil to the right to do 1t. 

Salae t1.naDce &(!111101H e.lre&4 laTe the ~l 8114 the rtltioe 

oqlliJ11118Dt DIOHe&rJ tar the vark. Tbe reocrrd1Ds f1l ~ tar toR_.. 

delinr:r oertirioatee vould replaoe aatur&117 Ul4 _.117 tile .-ortSIII Ill 

p&1mM!te Oil oameat1011&1 ~t purcllaae oCDtraota. n. : '•''II "* rr!!­

ottioe etruoture 11114 the clerical ott1oe taroe rt1 the" ent4rpl'U. woal4 be 

g1Ten e~~~plo,_t and tbereb7 lalpt 1ntaot. ~~ tbeJ'e vO!Ild be DO IIH4 far the 

abla-bod1e4 ~ J10J'11a117 11111Plo784 to obue •ald.pe" and tel "fOIIIN8 oen, vbo 

proper17 belcmg 1.n the m111t&rf tcrroH ar 1.n vv 1.n41111tr1w. 

S.lea finaDOe 418'D0iel aboiWl be~ tel~ i1ro r r· e. 

betcrre t.be;, an autbarised to part1o1pata 1.n the plD. nrn, tbe7 ..... J. 
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b4o reqllire4 to Uoll tW at tile tial R•l'''aticm V,... prc-n'ptecl tM7-. 

...,.,, u a -.lar aot1rtt7, 1n ts-o1DS tile plll'Ohaee of soo4a aub,eot to 

pon-wr-uli'tW)' ate. Tbla a 4ell1rallle both tar tile purpoM ot auur1Jia 

tile a..U&bWt7 ot tra1De4 ~1, ot a4eqlate ottioe equ1~t, &114 ot 

Hteb11e!!e4 wlat1CIIIab1pe nth cSMlarll·-ell ot Whicb would be iJIIparkDt to 

-mh ~ ettto1eut operet1cm·-end tar tile .PIIl"pOH ot 11111-tiDS tile ad'tllll· 

Upa of the plan to eutlll'pl'iMa that ba'ft been moat aerioul)' atfeoted 'bJ tile 

d1aocmt1nlll!lll04l of ~1cm ot ocm•-•' durablea. Seocmd, the7 ehollld. be 

required to turniah a boad, t o ll:lpotlllloate Mour1t1e~o, ar otherviM to JII'CIY16I , 

a cuaz-tee ot tlleir reepoMtbWt7 tar tuD4.e pua1JIS thro\18h their h&D4a, 

.o fJ,r u the ooll.oticm of 1netalMDt ~· trca purollaHra 1e OOIIOelniK. 

nret, their reaininS ottioea are eit1111ted pr1llar1b in the large o1Uaa, ao 

that rea148Dta of ..Uer plaoee vollld be able to lll&lDt ~t onl7 b)" o!leal:a 

.- through tile ail ar 'bJ 11C11e7 order. SeoCIIA, ~ ot 1:bea are a1.o =rrt 

1n tile 'buiDau of lencl'na IICI1e7· To pend.t tlleM euterpriMa to - tile · 

pezacuai ocmtaota V1tll 1D41n.d.ual p\ll'CIIUera vh1cb the ecoept- ot ~ 

wollld gift tha tar tile eol1oitat1an of pereCilal loana not Olll)" volll.d baD41· 

o.p tba &tt•1-m of the eoClOCII.io objeotiwa ot the plan but vollld. be 1zwt111t· 

able to o_.tinS '••d1na aseno1ee vh1cb vollld be eml'QII.ecl troa parUoipd1CII • 
• 

•ar tlleM reuoa.t, it - 4.eairabla to &lT8Zige tar tile aooepta m 

ot oaah ~h 'bJ eseaoiea vh1cb haw no 1ntereet 1n MlliDs tile ~ 

aoo4e ar 1n lAill11ne hill JliOile7 cd whoM ottioea ere n~, ree411)' MDIII'· 

lila to puroh&aere, and equipped to aooept ouh ~·· A nllllber of apcOill 

-,a-
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voul4 _.t tbNe n.auu. 'Die te~ o~'• woal4 lie 1t.al. 'ftle 

~ ott1o" 8114 the te:J.esraph o 1 "'• voal4 lie a1a:1et ~ ats..taotorJ. 

~11al 8114 otba' NYillp '111mb tllat llaft 110 1*'11~ lc.D Hl"Yioe YGill4 allo 

JDHt the-re~. The 111M 8114 eleotrin ooapen1N o01114 a111o lie 1IHCI, 

but care abould be t&DD to protect tbe 1nt•T«Ita ot ~t bouaabol4 

applianCe dMlen vbere the ut111t:r ooapan:r 111 eJl81884 direct~ or tllrou8b a 

eubddiar;r 1n the aale ot Dlaehol4 appliaoea. U.e ot tba telapbcDe &114 

public ut111t:r crwpeniee voul.d Penlit the ~t ot 1JiataJ.ate v1t!l billa 

tar talephcme, aaa, or electric e«<"Yice. 

~te b:r' cbeck aent tl1rou8h the ail ooul4 so direct~ to tba 

aalae t~e aeeon:r. :But tllat aeeno:r alloul4 be proll1b1ta4 fr(a aooept!.J18 

cull P&1118Dte1 ~ a44reaa1DS aol1o1tat1CIIIII ot aa:r eart to purolluera tar 

poat-var 4el1Ter;r or trcm renaliDS the Mllel ot purohalere. 

Wark ot the alae tinaDce aDd local collaoU011 !f!!1!01•• 

Tll11 diTleiCil ot labor betvMD tbe MlM tiMDce aaeac:r, vllioll vOIIl4 

do the boo\1reep1DS, a114 the local. colleot1Cil eaeao:r 1 v111oll woa14 aooept &114 

receipt tar ~te, Dllld DDt iDYolft e:n:r 41llll1o&t1Cil ot etrart. ClD the COil• 

tl'ar7, t111a tuDctiCilal. 4i'I'U1Cil 1a • natural 0111 8114 1 t voal4 aa11811 to MOll 

861mCJ the vark vllioll it ia beat equipped to do. Tbe lack ot otf1oN ,_.al.ll' 

aoceae1bla tar cull ~ta 11aa 10118 't!HD reoOSDiled u a llall41oap ot alae 

tinaDoe o~1ea. 0111:r recent~ tvo 1arse ~la• tiJiaDOa oCIIIPIIII1M 11114c'took 

to r-47 th1a allartocm1DS b:r arraii81DS tar ~ tbroa(!ll \he Vaatanl OUCil 

'l'elagrapll CrwpeD7, a 4eY1oe T1rt116l.l.J 141Dt1oal. with that propoaed Jllre • 
' 
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ft. ..t ~~ oollMttaD I* cui .. WG1i1U GZ a to lie • 

toll.Gnl 

tJpC1D -1YSIII apt a:a-l!elifti'J' .al8e -bwt bGa the Sr '•• 

tM .al8e t•- .....,,. woal4 ~ • ~book to tM ~ 11114 

ope a Wt 1 aoo wat trw Ma. Tile ~ boot lhoal4 ocataSD a OCIIIpOil ad 

a nab tar eao11 pcq t, tlp'Silte4 with tile parol~MC''I eerlal m...._., tM 

~ mew, tM -m at tM ~t, 11114 tlllt - 8114 &Mrea• at tlllt 

.al8e f1- .....,,. Yhloll 1llae4 tt. Tile ~t book eboal4 e.llo eholr tM 

- Ul4 dllrn111 at tM lDoal oollectlcm IIPII01N to wb1ch oull ~ 

,._~·tor· 

'1't. looal oolleottcm .....,,. YlliUlA 800.,t ~ ..a. br the par-

., .... , ·~ 1M ooapcm 11114 tM etull to eholr tM oollt!Oticm qmor 11114 tlllt 

tate at A t, tear out tM ooapcm Ul4 SDltlal tM lh) SD t!» ~ boot. 

Ooup<D~ YOUl4 ~ earte« per1041~ 1114 -t with remttcmo11• to tlllt . qpro­

prtata ealN timMe aseD071 wlltoh woul.4 1110 tbe ooupcaa to poet ita ~ 

aooowata. tt tM purclluer wilhecl to 4o eo, howwtw, he o01ll4 HD4 oheob ar 

_, ardae Urwo~ to tbe ealN ts-a IIPIID7• 

tar eao11 paoolluv to vlltoh tt ha4 1181»4 a ~ boot, HD4 a WIIZ'iN at 

DatioN to ~~ Ul4 refR OUN at Rktutlal 4e~7 to tllil 

4walc- tar 1441t1CIII&l Ml.ee ettcrt. Tile 110t1t1oat1cm ot 4811214-w YlliUlA 

,..,.. DOt cal;r to •1n1•1ao 48~7 but alto to proteut theft br oaebi ... 

ot looal ooll.lottcm 1181Q01oe, e1Doa the ta1l.lln to tarnrd ~ YOIIl4 lie 

tul~ d1.loonrec1. Tile alee ts-. atllll07 YOUl4 IICI4 remttsu• JC'iod10• 

~ to tM h4lftl. Reaw te liiUik ar 'bruloh ot tbe diltl"tot 1n wllioh lte atf1lll 

- 6o-
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18 eituaW. m.a • lMt JC t llu .... .... 1\ ....u a e .. 4e1'z r ' 

obarSNI. 110\U'). Jlll"'))zMr of.- 11M- wtawt laa to .... JIJIIilllll­

to bia lDoa1 oolltottcD •a rq, 1riiiD le"nr-J .. ,. a 1 llrfe .._ oon 1w, 

it vou14 H114 U. ... , ... b1a t1Dal 11a1N o 'MSCil, -· a priiii'St.J _._ 

to the SOOOIIIlt, ~ Mll4 1\ to U. J'ea8Nl JIIIW il llllt ror &11111\ a4 tall 

i eeUSDOe ot a pai4•11J oert1t1oate. 

'=ol.leot1ep aliA """""=''¥ TP''''TI 

'1'be wark ot looal oolleot10D spDD1M ooW.4 be ben41!4 at ftll'7 Ut­

tlo ooet. Tbllre wOal4 ·be DO oeo-i\7 tar amt&1DiJIS ttlM, tar loolr:1ns 

up reo~, tar ~OI"4iils - 11114 -.rt.!1 tar w\:1'16 oc.pRts\1QM1 ar tqr 

reterr1ns to sobeo!ulea ot ot.rSM• *lr1DC o,..,. voul4 be s111put1!4 'b7 

lceepins tbe ~ 1D- dollar!. Tile oashiw IIHd ~tab the~. 

eta.Dw t he ~ bpok at two point!, 1Dit1al the stub, all4 tear owt a OOIJll(lllo 

Th1a operati OD ooul4 be 40ile vith -• at the rate ot two a ainuts, althouah 

e.llovallcea YOUl4 haw to be ..a. tar queatiotll SD4 tar 1rre8111Viti'-, noh 

aa the fai lure to pr enat a ~t book.!/ Miu1J 1ooal colleot1011 8811101M 

coul4 lw"d]e W. 81Wit1oml. vark b7 tll.ll.er llt1Uu~icm ot prenat JC"•••L 
'1'be ~- ot Oov;potll ooul4 be 4cme v i th sreat QIRC1 aM voal4 a44 

Y Althousb reoeipte ooul4 rea4117 be Siftll bJ the 1ooal oolleoticm 8811107 
t ar ~ •4e without the tea4er ot the ~ book, the 41ttlo111-
t1ee ot the alea t1DsDoe ft81D07 1D i4Gt1t71ns the purchaaC' crtllw' thUl 
throuah the Hrial mlllber an4 tbe poe1b1Utiee ot tiiTill' 1D &'tttlipt.iDC 
to 4o e o a-. woh that it voul4 appeer to be tile best pol1o7 not to 
accept 11117 ~ •m]qa tbe book ar the OCJIIPCID- prweatel. A Jllll'­
obuezo v bo hae lost h1a ~t book i5llcNl4 be ..at beck to the 4Mlc' 
vbo Youl4 obtam a-~t book trca tbe MlM f1• • •& 1 vpca 
tbe P8l" 1t bJ the puro11uw ot a ...U tM to OONI' tbe ~. 
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little to tbe oo.t. It woul4 pro~ be IIIIONIU'7 to l1e't tbe _.,1&1 .._ 

ben of tbe ooapcu bf l&lN t~e .,.ao1• u a :proteot1C111 ae,aiut leN 

ot tbe ooapcu ~ tbe OOIIrH of 4111ft1"7 to Nlee fiDimoe aa-iee, 1Nt th18 

allo ooul4 be aA:IDe ft17 :rap14JT eD4 voul4 imOln the tl'~u~Kr1pt1cm of ClDlT 

oae f161JN. 

'1'lle -J-ar4er 1enioe of the ~ Office u •~bat 1:la1lar to 

tbat vhioh voul4 be ND4ered ;b71ooal oolleotiC111 aaemoiee. Cbarsee fCYr 

-1 CYrderl 1'111188 trca 6¢ m ita tCYr 1111101111te of $2.50 CYr 1111 to 22~ for 

UD~~Dte trca $80.01 to $100. '1'lle procedure for haD411Jie thea 11 elabonte • 

.:11117-ardar olerk -.t tint get the o~ to fill out a blllllk; tb8ll 

... t tnmeoribe the - IUl4 &ddrele.. of the J*1ar an4 J161M all4 the 

-t to be eent at two plac• C1l1 the -e:r-ordlr fona; he ... t ~ the 

fora, look up the fee IUl4 add it to the 1111101111t to be eent, IUl4 oolleot the 

total tr<a the cll8tc.er. J'or eaoh liiCile7 CYrder ieeued, tllnde ... t &leo be 

paid out to the ~ 1114 theee traneact1C1111 Bllt be accounted fCYr tllroush 

1Dter·otf1ce 'bool!bepiJ18. 

Time, vhill poetal -1 CYrdere eerTe a •~bat e:lailar pwpoee, 

the :prooedlll'l for ban4l.iJ18 tba 11 of neceea1t7 far mor .. coet17 then the 

oolllotiC111 •,.tea :propoeed bare. ObeerT&t10111 of actual. tranaaot1C1111 of botb 

t:rpee 1JI41oate tbat the acceptaDce of ~te C1l1 a coupon buu requirM 

1-. tbaD oae-tuth u aaoh ts.e u the 1111U1Ul0e of BICII87 arden. '1'lle 41ftar­

-• fn olerioal ts.e requ1re4 fCYr oa~pletiJ16 the tnM&ot1<ll1·•frc:a ~ 

b7 the P8IQl' to~ to the ~--1• :prolleblJ nen geater. 

0-oial lerTice1 T1rtual.l7 141Dti~ vith thoee ~hat local 
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It 18 ngNte« tlat tM -.1M tt=eqn -..aot reta1D ~ 

or .u a.~, olar,.. ool.l.eate4, l»N tM 71 pc- it. reta1Dicl ~ tile 

lQoal oolltctitG ae-ot tar it. Hl"YioM. smo. c111~7 oharp1 1I'Oal4 

be ooUIOtell m a 1111p - at tM 8114 or tM ~ .11C'io4', all tM .-e 

pc-io4 ftllll4 a.o14 tlle oolleotiCJD or MSHsi11~ 411101mt1, tM oou.crt1• fM 

Youl4 --.llT be -u 1n relatiClll to the ealM tiDNioe apaof'• ebiH or 

Ul~J OWSM• 

u ~~~ Mt1Clll fer tllrD.iJili.1JI coatno1. t~. ~boob u4 

DOC-"•IPPSJ!s -+:!we, l ar aup•n181DS' ooll.eat1c:e., 8114 tcr ue1ptns Jriari· 

t1M1 tbt MJM. tizluloe aa-111 abl:lul4 1le s1-·• o._'NiClll ta t.ll oolleo­

t10111 .... ,,., bJ ~ rue ~1Clll '&bon2« 1lil ....,. •••"" u • pero.._ 
or purolluer'e inlt.J..,t ~. ltl4 it 1110u14 oonr the tee• 1*14 ttl 

lQoal oolleot1tlll 1611107• It 18 pa~4 that tb18 ocwa'•liOD be tSZH at 

1t pc-oct- or .u ~ 18M thaD •~.oo &114 1 peroeat or .u PI~ s w or 

·~·00 cr._, 

1'h1l ..tbo4 ot oaaput1116 boollbepins ocwa1N1Cllll- or the MJ.M.t~ 

...-- 11M lllbltiDti&l &4'YBZitlael 1'rQI - &OOOIID't1ns ltlm4po1Dt. It 18 

11Hf91 lttr puzopo.M or 1DtenaJ. OCllltroll aa4 ot Iepcrtl to~ J""-1 DUWN 

._. to trat the total .UU. or o011p0111 oolleotea u reoe1pt.. fte tu.d 

peroeateeee or OOIIpClll ftlUM tcr booktltep1ft8 ua oolleot1CJD earn- woul4 

tb111 be IV.btr.eate4 h'ca reoe1pt. 8114 ore41te4 to ~t -.miD(!IIJ &DC'tHr 

tSZH l*'Oeata(!e voul4 be wbtreotea f'rca :NOe1ptl 8114 trllll&t'I!Te4 to • Ul­

b1Utt &OOOIIDt tcr 4ealere• 110cadaz7 Oaaill101ll 8114 the ~1Ddar woul4 M 
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fo881101N WOQl4 be taee11ecl U liD Gp11Qrt1J18 GpeMI ot tM -- fl"li-MI 'I WJ • 

obel'pallle ._a~ ite , __ ~. 

'fM - fill Wo iMza*•p Rtel 1a ~ liM'' lllizll I :,_ · ll1h 

liiZI a4U a OC:.I(In-t1c:a to tM pJIID, 'llat tllil 41 IZW ~ M &; II lle, . r~ 

a •ill(!le pero~ rate o01114 be eet&bl11W "-- .alee fl ·-volll4 t&lll the ua,profitab» aooO\IIIte 1a an. to set tM Jl'ofStallle cae. 

d-"•ttam. O~J,r, ~a- •SD8le pcoctap rate IIlli "'Ill ..... 

...,.. f1- &fiiiiDill 001114 be a;peote4 to ....,_ ~ '=' • -

ttabll. • 
'1'111 lDnn ~ oc:a1'AIII!l&te4 tar refHelratal' oct1ttoatll S. tB. 

• 

Tbe oolleottCil 8114 boo~1D6 ~ t'rCD euoh a ~ ~be 12 ~. ~ 

oilt ot Yb1oh the ~ oolleottCil IC ~7 VUIIl.4. teb 7 oct.. ~: 1n1ns 

5 o8Dtl Pill' tt.L wou14 liCit ocnw t;M ea1N tU... ....,7'• -oqet. Jloceua, 

rotr181l'atar d•JI"' vUl &lao prodDoe ocatraota o•'"ns t.ar ;a: te ot •• 

f:!'ta wbioh the :enaa 1IOial.4 be 29. otmtl per tt.l. till tal~~ f" D 'I 4 7 

vouJ.4 l'eta1n 22 .-te, wll1oh 1IOial.4 ~ ..... ttl ~ 'b)' • ...W' 

ttal. arsm. :ror ~ ot *" ~ troo aut<~~obtll octU'loatel aes 

vouJ.4 be '' Ollite per 1U.. ot wll1oh 2b etmt1 wou14 SO to tM -.111 fli.-IMI 

aa-ao7. '1'hl h1stwet, ~·woulA be $83, tar vh1oh the -.111 nz n 

aa-ao7•• -r••- wOII14 be 76 olllltl JIIZ' 'itea. 

-~-
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!'be r~ ot tile alM tillaDOe ._,, to the t1D4 ~ ot 

&1l ooll.-otU.. Uolll4 be abeolllte. It. r~ to cme-tOID"UU ot tile 4el1=1111Go1 

oharSM llhoR14, howewc, 4epeD4 upc11 ~~atistaotar7 pert~. It ebon'" be 

w1t.b1D tile pwc" ot tile :rea-' Bee a •• :Bazik to lait ezi7 IISlM ttre " 

..-o1'• .-.. ot tile 4e~'l ohar8M to tile ~ applloalll.e oolJeo. 

t1Cil a-'M1Cil 1t 1t ,_..istatl.T ta1ll to ton. up 4e~1M ar is 

obrcmSoeU'I oerel.eM 1D tile OCIIIPUtat1a:l ot cSeli.Dqwmo7 obars-• 

.._ 1t tile o~tio:1 ottere4 .to ealee tSDaDoe 88111111M ,_ un­

attnclt1ft, ~ YOUl4 ~ t1JI4 1t to tlle1r own 1DterMt to part1o1· 

}l&tllo v-. tbe WV a. 8114 prod:uct1CD ot I~' Aurabll S004AI is ~5, 

pen - c1ellftr7 aoooaat.e subJect to oolleotiall VOIIl4 be 1a pr1Do1pal eoaroe 

ot alM n-e bues-8 tn tbe o--:""1t7 t1el41 oowced 'b7 t!MI pl&D. Aa tile 

pr1CII'1t7 m ...... ot thole whou ~ ba4 not been ocapleteA were reeobed, 

tile &1111101M lwn4l1'"8 ooll.-ot1<lll8 YOUl4 uatiiZ'eJJJ' be the OI1N to ts-e tb6 

.,.,, lw,leMe. 

C-sM1CIII6 pa14 tar 'boo'Hreep1'"8 aD4 oolleotiCDII l.1lDt t.boM pa14 tar 

alM 1101114 be tabn 41notl7 haa ~t !1&41 'b7 tbe purobaaer IID4 t11e7 woal4 

be ll\lolrQiao1;e4 hQa tb6 lllllllmt pa14 1D 'b7 h!.:D. ~haul4 !Ia Y1Ch to W1 thc1rw f'IID:lll 

priar to tile tS. his pr1ar1t7 ll1al'ber 11 oalle4. Tberee.tter, theM o~e10111 

1101114 be oo•ce4 'b7 tile ~ wh1oh tM TrMa11r7 w011l4 _. tar tM_ 11M ot 

tlle~··-7· 

yark 'ft" o • wt1Cil ot tb6 :r.a-1 Be86MII. llanb 

!'be h4erel beene llanb &lld their 'brenebee woul.4 baTe a Jllllber ot 

t'lalt1CIII6 llDI1er tbe pliD. 
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At tM oateet ~ lf'OIIl4 MJ.8ot 11114 ..._ tile f1MIIo1al Nw--,-1. 

bilitt at ealee f 1•Me 8811»1M vh!oh VCN14 8PPll' tar a11t!qo1&at1ca to Jllft1• 

o!plte 1D the :J]aD. b7 voal4 *iPWOte ar 418approft ~ oolleot1ca....,. 

o1M vh!oh ll1sJzt be JIICIJDII4 'b7 ealee f1m- ..-oiM. '1.'lle7 VOIIl4 e;pote 

tile ocatnot fCIIS to be -.4 117 ealee f1n- aa-DiH, aD4 t11q VOIIl4 pr-SM 

a114 nu ~ boob to t11ea. 'l'he u._. at ~ boob b7 t11e hMNl 

Reeerre llulb voul.4 permit etllzl4ar41zat1ca at the fCil'll and ocat41Dt ot tile 

'book, .. n prmti.DS o~, aD4 taoll1tate ocatrol ot tile total Ua)WtJ ot 

each ealH f'- 86111107• ~ boob o01114 be pr1Dte4 1n b1.611lt 6114 6e­

Unre4 to the eal.N f1Duloe -.mot tar SJIF1nt1Dg ite- aD4 ita Nrial 

nu.ben, ar ~ ooul4 be .a4e with tile J'elcal RMw te BIDb to ill• 

ol.u4t the - at tbe ealM f1Duloe ae.eaot Ul4 1te eW'1al n~ vha boob 

lire pr1Dte4. Tbe uae of a eepuate eet ot aerial ll~ bt eeoh ealM fs-B 

1161D07 vCIUl4 fecll1tate the poetq at~. 

'nle ~Bees •• BIIDJal vCIUl4 reoe1ft per1o41oallt the t\IIIU ecl­

leoted 'b7 the ea1.ee f!mme -.maiM, leN oolleot1ca aD4 'boo)+eep1a8 .._ie­

.tc:ae. Tbe7 vCIUl4 CIM41t ttwN ~ to a apeo1al poet"'Ver-dellTL'7 -~ 

1D the- ot the u. s. ~. 'n1e7 voalA all41t tile reparte at tile ealN 

Vbm a h&lral Jlse •• Jllll1t reoe1ne the ~ ~-~ ot a Jllll'­

o.,aW" Ybo hu OCIIIIleW hill ~. 1t vOIIl4 _.,. tile ~ uoOU"4, 

~t tile oaloulattca ot a.u~7 olausss u4 t.11e }11'1ce1t7 ... , t, 

Obeolt ita fU... to J116,tWL the pm'o!luer frca lll"t)l11'1D8 ola1ssU to_.. eoc* 

tbll:l h. ill eat.1tle4 to, 11114 1.._ a poet-war-4ellTL'7 otll"tU'1oate to tile 

lllll'o ..... 

-~-
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It vtll be DOted tbat tbe dealer'e NOOIIIIez7 O,_,M1CD aD4 the 00~ 

~t1CD Ul4 boolr:bepinS oc.Dieeicm propo .. d here haTe bee azptNM4, far tile 

...a at ao~OUDtiDS e1Jil)lio1t71 e- percentaeee ot ~ ~ a6t 'bJ 

puroM•- ratblrr than u percentaeee ot the tot.! purobue pl"to. at oert1t1-

oatee. TbeH ca.1Aie1cm. do DOt appl7 to down-~· SiDoe the ftbtno. 

t1cm at a.ovn-~te trca tbe rounded purohaee price leaTH odd -e., tbe 

o~ .. t=- reeult1Dg boom the app11oat1cm ot tilted percentaae- to theM 

aiiDUDte are also edd. It, em the otber band, the •- percentap zoatee nn 

applied to the purobaee pr1oe at cert1t1oatee, the reeultille -'n1~ 

It 1e ocm'fellient, 

retain tbe d.ittereDOe between the 8IDO\IIIt vi tbhel4 tar clee 1 ere 1 &114 &&1M f1· 

-e aseoc1ee' c~ee1=- and tbe amount that voul4 result tt the --

IIHeicm ratee were applied to tbe total purohaee price, Th18 te the - tiWis 

u &&1iD8 tbat the J'ederal Jleeene llilnb ehould reoe1Te a ~ ot c!Dnl­

~ eqml to the perceot&ee at 1Jlatel..,t ~te which clNler& 8114 

&&l.N f"-• aa-1ee reoe1Te, Tll1e 111a would J'8ll88 t:rca 10 oeate CD .100 

oert1t1oatee to 42 oente CD $2,000 cert1t1oatee. ·Aee111111D8 that the. aftl'88t 

price at pqet-var-cle11ftr7 cert1t1oatee vould be ~. the z••- at the 

J'edlrr&llleeu •• Bomb f'r(a th1e eouroe voulcl aTtiN6" 25 o.te p8ll' Hrt1t1e&W• 

·Bmoe tbe tt. required to check the cle~7 ollupe 8114 the 

pr1ar1~ ... ,~t befare 1&eu1DS a poet..v-cleliftr7 oert1t1oate wvu14 

clOJ*Id 1n part upCD the clesree ot cle11nqU8D07, ~ J'eclsral 11 .. a •• Bulk 
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65 
.J1o1114 aJ.-o reoe1w .._~ .. ot 'M &el 1nq~ GJ~uoaN. 1\ 1a lleUn.l 

that tbHe t1IO '711" ot N-.. 1IWl4 prort&e Wqlate a~ MUGD tel: * 
•out ot pooli:et" -'• ot ~ hderal BeHne BaDb 1n t'u!r1ll1Jis *ir 

obl18&t£oa8 111i4R 'be pllin. 

Tbe Poet.Val'~001TIIl'l Cat poraUcm 

It. voul4 probe.b~ }I1"'TTI d.e•1rable to create a IIIIJIII"t!_t)orparate 

ent1t7 to enter into contraate With pu:rahaller111 ealoa f1Nmoe aae~••• lanAl 

eollect1cm aeene1ea, end otber part1o1penh 1n the plan. Such a corpa:raUGD, 

vhich ehould be ccmtrolled b7 'be J'ed.eral RoeerTe Board, ll1gbt vell be oeiled 

the Poat•Val'· Del1Te1")' Catpmaticm, 

This corpore.ticm ehould reoe1Te en in~ vhich could be \IM4. to 

detro;r untor~en · expenses and to BumUIIIIIBnt t"·1nc01118 ot 8])801tio local 

oolloct1cm aeenoiee or other pe.rtioipe.nte 1 it tor one ·raaaon or another thllir 

c0111111aa1ona should proT& 1na4equate to oovor the coats of serv1coe ouontlal 

to the operation of the plan. It is proposed tblot. ona-llilt ot 1~ ot all pay­

menta a! $,0 or 1110re be tran.aterred b)' the J'od.eral Reaerre llanD to tbe ac• 

count ot thie corporation. This turthar ~nt out a£ ~he proceeds ot 

collections vould bring deduct1one tor oal.oo, colleotion and ~-nt 

BlCJ>BIIMa, exolua1 T& or dovn-ps.ymomta, to ~ ot ,;.be caeh Talue or &.Ll 

c!aasoa ot oert1t1oataa. 
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Two SOftnDDt aeenoiea would pla.T :l.lllportant parte 1n the plc at 

inlte'-t MlliDs tor poet-var deliYe%'7• '1'118 United state• 1'%-eU1117 -a 
be ezpeoted to pq a pert ot tbe puroballe prioe ot eaoh oert1f1oate tar 

the uae ot tbe purchaeer's mone.r. '1'118 Federal Reeene Board vould be ex­

pected to JIIIID86II the operation of the plan. 

. 
'1'118 Tre&BIU7 vould be ask!Jd to contribute to the cuh Talllil at 

eaoh oertit1oate a 81111 vh1oh vould coYer tbe oamiseiona paid out to 

dealers, collection and bookkeep1Jl8 aeenoies, Federal Reeene Banke, and, 

tbe Poet-var Deliver; Corporation, prortded that the certificate ie held UDtU 

i te priori t.r number hae been called. In this VB;f, the cash Talue of each 

oertitioate vould equal ite purchase price vhen it becOIIII!a Talid tor the cle­

liYe%'7 ot goode, 'lha TreUU%7 1 a PIIJlD&nt vould be 1n lieu of 1ntereet for U. 

ueo ot tbe purchaser' • 1110De7 between tho tilDe the prooeed4! of eaoh pe.Jlii8Dt 

vere ot'84ite4 to the Tr8&8\U71 8 account vith the Federal Reserve Bank and 

the time tho paid-up certificate vas presented tor payment, tollovins ite 

8ltohanse for goode, 

It tbe echodulo ot camieeione 811688•ted here ehould be t olloWdt 

the TreUIIl7 vould be oalled upon to pq tbeeo 11110unte: 
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66 

'J.'be · pe.JIIIIIDt b;r tbe ~UIIl7 ~ • f .iacl Nl for tbe UH of tbe P\11'• 

ohaeer' 1 IIOIIIIT 'IIIIIIIDII tht.t tbe 1Dtereet ooete ~ fuD4e rai111cl thr$N8h tbe eale 

ot poet-var-4e1t?er;r oertifioatee voul4 nr;r vith tbe lqth ot tbe vv 8114 

of tbe period t-hat v.oul4 be reqilire4 to l"Hetablleh productim ot -•• 

4urable (100411 an4 to 41etr1bute 1111 1D1 tial 1D?entor;r to deallre, U tbe 

:period between ~ 1D1tial inetalmlnt PIQD8Dt and till cSeli?er;r ot aoo«e 11 

abort, the ooet llliJINIH4 u a rate of 1Dtereet vul be rel&tift}T lliCb; but 

1f the ~r1o4 1e. l~, till 1ntereet ooet vill be lCIIt, 

'l'beee ?ariatillllll, -.?er, voulcl appear to ~er im aclftlltepOU 

he4p for the Tre~. :u the var 11 ehort, the ~~atim vill be better able 

to abeorb a rel&ti?e}T hish 1Dtereat ooet, 'l'be 1oapr the vv, tbe _.. 4U· 

fio~t. vill. be t~ prob1llll of fiDIIDoiDB f!O?erDMnt 4efio1te an4 the _.. 

vela~ a 1ov 1Dtereet rate, 

t!s:r:p"'l'il(!l vith coete ~ var I&!'M! bllll4e 

In ara.r to C.Oiii*l• the 1Dtere1t ooete ~ fuD4e ra11114 thlooaP tbe 

l&le ot poet-var-4el1?er;r oertifioatee vith the 1Dteren ooete ~ fiiD4a 
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rai8e4 tilz'oa(!b tbe ~ at 111\r MT1llp b<DSa, it 1e ueceeear.r to -a a a 
~ic:llll OCXII'emills tbe lllll!th at tile 'tfV aD4 of the period that Will be ~ 

to reeltabliah proc!uotion and to 41atribllte an initial imentor,. to cSaeler., 

It ia D;poedble 1 at oour~~a, to .U:a Vl7 aoourate pNdiotiona OCIIOC'D1zls till 

41arat1on at the vv, tbere appears to be •~ 4esrH at 116l"eei:I01lt aa to till 

ee.rliaat poeaible date at ita te:naiD&tion--tbat 18, ill the -r at 1~. 

:Bv.t the probabU1t1ae •- to lie ill tbe 41reot1on at a var at OOI181d.erabl1 

1caser 4uratton • 

• c:w- caloulat101l8 bave been baeed on three alllllllliPt10118 00110ern111s 

the date at tanlination at the ver: (1) ill J'li4, 1944; ( 2) ill •e'bruar7 

~~; and (.~) ill Je:taJArT, 1.947. In each oaee it baa been aellllllll4 that 

lalea at cert1t1oatee vill bes1Jl 1n Jamar;r, 1~' and that retail c1al1vert• 

vill beein aix 11011the attar the end at the var, It baa alao bee U--.l 

thet certiticate Mlea durins the first 11011tb ot operation ot the plan vaU4 

abaarb tba tirat llllllltb' e produot1011, tbat ealee during the aeoOild llllllth 

110014 abeorb the eeccild IIICiltb' a, and eo 011 durin8 tba 1ll1t1al period to 

vh1cb th&fl<!' caloulat10118 pertaill, Under tbeea oirCU~~Btancee the Treull17 

11001d !lave tbe uea at tba tunda tor equal periode vbe~ pu-obaeee wre 

ada ill the tiret ar fourth IIICiltb. It ahould be r..tlare4 that tbe plan 

oalla tor a reduotion at the 'h'eaeur;r'a P&1Mnt if this aaiiUIIIil)tion abollld 

pr«a to be unreal1et1o. 

'Die foll0¥1.ng t~ ~ the illtereet ratee paid on Serill I 

IID4 G bonda With tbe intueet coet at 1'lmc1a ra1ee4 b;r poet_.-del1TC7 IIlii• 

lllbJect to .tbe ecbedule at CQIIII1ea10118 proposed here, rmder thelia tbree ~ 

at 881111111Pt10118: 
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67 
IDt.ret~t eon att Intelreft Con ot ,... .., •• "' 

War lloDII8 va: .T-e ,,,_, .. i'II1'0llue Prioe 
ot Certiti!!!t• lllll'1HB ~G ~!!) 9!:31 M; !J (~oeut;)\) 

$100 2.9 2,, '·'l. ,,20 1.67 
150 2,9 2.5 ~~ .~ ,5.12 1.61 
200 2.9 2.5 '·~ ,5 .10 1.~ ,500 2.9 2.5 4,14 2.91 l. 
400 2.9 2.5 4.20 2.90 1,1J2 
500 2.9 2.5 4.,54 2.~ 1.,1 
700 2.9 2,, 4.2,5 2.~ 1." 

1,000 2.9 2., 4,12 2.71 1.26 
1,400 2.9 2., 11.0, ?..6,5 1,22 
2, 000 2.9 2.5 4.~ 2,59 1.0,5 

. Th1e cazzpar1ean IIU88e8t8 that ~ t1le war ahould end 111 r.~ 

1945 the interest coat of funds raised b)" t he sale of :PQst· war-4e11ftll'7 

certificates would approximate the 1ntorost cost of fun4e raiaod t~ 

the sale of Series E bonds, If tho war 1e ahot'tor, tho 1ntorost coat voul4 

bo h1ghsr1 and ~ tho war 1e lODGer, tho 1ntorost cost vould be lover, tbilll 

' 
tor Sor1os E bonds. These f1guros1 bovover 1 do not prort4e a tull7 acclll'llto 

cazzpar!son. In actual pract1co1 tho true 1ntoroet coete ot ~-ver-4ellftr)" 

funds would bo aa.vhat lover and tho true 1ntoroet coete ot 'IIIIZ'• IIlTil:lp• 

bond funds would bo subetant1al.l7 hishsr than tho fiaUZ'ee si~ abaft , 

Tho ce.l.culatod 1ntont~ coetll ot :PQ8t•var· 4el1ftll'7 1'1m4e vould be 

reduced b;r cencollat1ona before me.turit7 and b)" 4elinquenQ1, Tbe Tnu1117 

~nt would accrue on1;r vhon cort~1catoe voro bald UDtU tlwlre 

pr1or1t7 nlllllbore han boon called. llh.UB thie teaturo of the plan 1B 

dae1{!nod to d1ecOIIZ'II68 vi~ and to ditt.rorntiate poet-wr p!l"'OIuel 

• 
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traa MYillp, it -u eJ.8o sin the 1'reUUr7 the uae at ec.e flm4e tor~ 

110 c ....,_tiaD ~ be ]~aiel. True, a eeo:r1t1oe at 1lJterat aliiO &OOCa· 

p.m .. the 0111108ll&t1CD at war ATiDSB bCII14&. :aut the Sntereet rate 1e IIOt 

redl&cec1 to &111'0 u 1& the oue with poet·war-clel1TIIX7 certitioatee, J>e. 

liJifl~ VUillc1 &leo redl&oe the a?ereae 1ntereet coat. 81Dce tho a.ltn­

qucq ahargee ptopoeecl bere aptll"'Jdate 1 percent a IICD~ an clellJlQ.ueat 

~. the ~ at bal1'. at such charsea to the Trealrur7 voulcl~~are 

thaD oaapeoeate tar ita lees at the uee at 4.el1nquent tunda. 

or cCIDI14.ereb}J' greater iiD,portenoe to the oc:aperieon 1e the tact 

that the 1n~Nt oaloulatiODB tar poet-war-4.el1n:q f'uD4e represent total 

ooete after all operet1D8 expeneea ban been pa1c1, vblle operetiJis expeoaee 

.uat be ac1c1ec1 to the 1ntereet rates q•otecl for war aaTiJise 'bc:lo4.e, l1D4er tbe 

plen PI opoeoolcl here, the Trea8ur7 P~Q~~~~Dt vou1c1 be us eel aole}J' to OO'I'er eell1ns, 

oolleot1CD, IID4. adm.tn~atretin expeneea. The oCIIIDisa10DB peicl to c1e&lers vw14 

Pl'0\'14.e the etiallue for aalee. The cCIIIDieeiODB and fees pa.id to e&lee fi· 

- &a'IIDC1ee, local oollectiCD agenciea, IID4. J'ecleral Reeene Benke voW.4 

Pl'0\'14e : *l*'IMtiCD tar the ~Mintenance ot 4.eta1lec1 recorda, for the illw· 

- at certitioatee, IIDd tar the chenneliJis at tunda 1n bu.U: w the TreuV7'• 
aoOCIIIIDt. 

In tile aale at war aaT1Dse bCII14e, en the other hand, the ooeta ot 

••Ui~!S IID4. at oolleot1D8 tunda IID4. accountins tor tba are 1n ad41t1an to 

the 1nterellt coat, Tbeee a441t1CIIal expedituz.. fall 1n part upan the 
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68 
rteuur7 8114 1n ~ 1qlClD tile bt ortioe 8114 Jrift\e ~. e. ,_9 

roll, tranl1118 a:qrr•ee, aavtiaU~s eJPft"'taree, u4 ~ ~­

pen.eee at the Trea811Z7'• war Sa'f!Dp D1'fia1CD are 411-.otl.T attr11Ntallle to • 

coet at raieiDS t'allU t.brcQah the lale at vv ea'fSIIp bc:a4a. 'Die e11 .. 11 

vbioh the Poet ottioe tnoun 1n eeJ 11nc bc:a4a ar 1n bn"Hns :uabo4 II'• 

tiaoal l1 terature are eqll8ll1' attri'butabl.e to auoh OOlite. Z.c the tree 

aerrtcee tbat pri"t'ate euterpr1aN ba'ft 48Tote4 ~W lll.l.a. ~''" ..,.. 

paid tor 1n pert by the Trea8liZ7 tbroush the loee at tex ~~~~~. rr.. ._. 
ices rendered by 1nd1v14ua;Le 1n the prall0t1CD ot bCDd eal.ee ere elq)ODI1ve 1n 

terms ot the d1vera1CD at -power and they are lill:el,y to be 1He ~­

aveilAble aa the labor aborte6e beoc.ea IICil'e etriJisct. 

1'Vo other COIIIIiderat iCIIS DHd to be applied 1n OCliiJIIl'141 the 14· 

tereet coats at var eav1n8e bCDde and poet-vv-del1VIr7 OC'titiaatee. 

Firat, in 1eeu1!18 Series E bCDde, the Treaaury ocatraote to PIT 

$33 .33 per bwldred t or the uee at tuDda tor 10 rear•. D1 ]lllort1o1plttns 14 ~ 

poat-var-dellvery p1au IID4.er the C(JID1adCD eobeA"'" proposed here, the 

Tree.eur7 vculd pe.;r tr<a $4.27 to $6.95 per luu4red tar the ue at aM-1•ttns 

~~~an~ ~te and, vb«l PQ'11181lte baTe been OCIIIIPleted, the t'l&ll bl'- tar 

tho duration at the var and the eubeequent period at preplr&t1CD tar retail 

d1atr1but1on at the goode eubJeot to sale. DilreeardiDS the taotare vbioh 

diltort tbeee f!auree 1n favar at var ea'fiDSI b<Dde, the ocmtraoted ~ 

tar Series E boDda 1a fi'fe to ei8bt tmea aa sreat u the oc:utzoaoted ~ 

tar poet-var-dellVW7 oertU'iaatel. tt the vv 11 l.CDB, the a4TIIrtep to the 

'l'reaeury at re.teq t1m4.e tbrau8h the sale at poet-..41UT1r7 oa-t1t1aatel 

i a obv1QVI, :But 1t the var 1e ebart, the Trea11U'71I 1n a podt1ca to 

refinance 1te obl16at1ca 1n a 110re t&TOrable arnt. 
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Ae tM wzo-. e4e4 8114 procblotion at cinlim &0048 ,_.bee~ re­

atarM, the tunaticm:r7 4aase' at retlMuoiliS f.a-1 80161 t olll~ 

~ f,_.,.,., imlti~ti.OII.I v'illlla'f11 41A~· 'lb- ,. -little 4Ga1l\ 

tat the Tr .. _.,. ooal4 at ttiat , ,_ retf.nenoe 1tl ·dJ11pt1CIII8 for JOR"'WV• 

cle11ftl7 oert1t1c».tll for the 1 '""err at- the t.D·7Ml' period at -1a.r. 

ablJ' lHI ooet tiiiiZI the 4i1'fvmoe 1n the OODtraoted ~· 

SeCOD41 the p1a1 at 1nateJment eeU1ns far poet-wr-del.1"Yfi'7 -a 

41Tert M add1t1GIIal. TOJ.u. at 1'lm4a t'rall the llaZ'bt far OCIIIIfaCII1 80048 1114 

aenioooe tc the 11. d, 'rrealur1· U an acCIU'&te ~- 11 to be~. lt · 

11 11808111Z7 tc -.uM the OOlite at poet-var-de11Tel'7 t\m4a DOt •p1JIIt tile 

prumt nereae oc».t at var-eaTinslt·bOD4 tuD4a bQt •p'net the at1U ll1lblr 

001t1 tllat Vl:lllld !aft tc be 1n0111'l'ed tc rai1e 111 equ1T&leDt aMitUwwl ~ 

at 1'11114.1 tbrau8h the Mle at war a&Tinslt boa4e • 

T8ld.Ds all at tbeee f'aotare into oone1deratiOD1 it e.- probable 
' 

tllat, - 1t tbe var 111141 aa qu1cklJ' ae tbe -t opt11111t1c fareoutl 1101114 

permt ua to bope, the true -te tc the~ at poet~-clell"Yfi'7 f'aD1I 

llll4llr the 1obedllle at .,._sei10D8 propoeed bere vtW4 probe.'blT 'be liN ~ 

the -tl ot rai.lq an equ!Tal.ct add1t1cmal TOluM at rrti1b" t.llrGa8b the 

Ml• at var a&Tiup boa4e. rt the var 1e 1CIII8V ~ •thfe .-t optiailt1o 

111n1aa, aale• ot :poetooftl'-del1'f1117 cert1t1c».tee voW.d beOClllll a prosz•dnll 

cheaper- of'ra111n8 1\mda, '!be ~'•dODI propoee4 here, hi ... , 

lbcJQld DDt be tlkc aa tiad. naq are IIQ88Mted ~ to ~ tale 

pl'iJ¥11plN at the pla, lt 11 poN1DJ.e tha't a a:lft Mtuhcrtol7 1aJ11 bl• fll 

0Cilk1R10DI oan be 11Ultbd <Jilt. 
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69 
otJMr a4ftllt!p! tor the !'I =rz 

'ftle !'ln&WJ1• 1lltereat 1D ~ Mlaa ffllr puel au 1111--r 

eholll4, boll'eYar, so tar beiw4 their uetulMM 1D n1a1111 fiiDI8 • 1 •• 

able ~t. RiaSJlB :Rl'i- 11'011],4 a44 tJ a8ms)T to the ~ f/1 t11a _.. All 

t i ee&l 86C11t tor tbe federal.~. tile~ J)epa-t&ent 1a Yita11J 

coooeme4 with the aintenaoe ot a atable )r'ioe lWYel. '10 tbe eztet t11at 

add1t1oD&l I'Ul"obuSJlB ponr oan be 4ra1De4 trca tile CIIIJ'7:'tllt uzt:.t tor IDO&s 

throu8h 1Dite'-t Alee t or poato.¥111" 4al1TWI71 tile 1Dr.&at1_,- 11112 ze Y1l.1 

be re11wn4 IID4 the poall1b1llt1ee ot -mt&iDSzls tile CAUtct prioe ~ Y1l.1 

baa an eDal'JIOU etelat, All lBa ~ bee po1Dte4 aut, ~ .. ,, .. 

t or poet -war 4el1TIIl7 wOa1d create a .reeerTe twl4 ot paro!lu1JI8 ponr tllat 

can be poured 1Dto the poet-war ..rltet. Tile 800D(IIII10 efteote ot nail c 

injection ot I'Ul"O!BaSJlB ponr are eillilar to thoee ot a 4et1oit elq7Mutare of 

eqU4l -anttu4e b7 the te4eJ'al ~. 1'118 ~tor teaaral Wioit 

apen411141 ae a et '••lant chlr1"4! the perio4 ot ~ition to a J 1 oe•tal --

• 
Meuare4 b7 theN llt:uldar48, the ultiate Rriz1s to tile r&l&ZII 

tllroueh 1tutel-t HlliD6 tor poet-war 4el1Ter)' ~ '"""" zwp:u.t • llllill· 

etant1al. traction ot the pr1Do1:pa.l -=t 1'&1884 bi th1a a.Ttoe • 
• 

Acla1niatratioll ot tMI'ec1eral. Reaene BOU'CI 

1'118 Board ot Qow81biA8 ot !be l'.a-1 RMW¥8 S,.tawwl& 8111 r 
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'1'1' t.rJ Hlpclll81 b1l1 tT f1t the Board for ore41 t 1114 JlllD8tar7 M!!1 J I It 1111 

'bee reoosnblld bT •tatllta. A recent JxeOQtin Order al1o 14ent1t1ee tile 

Boazod Q801t1oal.l3 with the field at c01l811Mr orecUt cCIII.trol., to W'h!oll 

inltallleDt HlliD8 tor :po~t-nr 4el1TerT 1e 1nt1&tal.7 relatlld. 'Die ltal· 

priftta Cbancter at the J'~ Reeern STitaa, ita ~t1•e 1•tn't.T floca 

political Jll'MIUr .. , Nl4 ita 4eoentral1zlld ITitela at acm1n1etrat1on 

tbrouab res!Cil&l belllal and their branobee uke the BOI!.l'd. the ideal al!ainil. 

trati•e asenoT tor thil purpose. More~er, a4miniatrat1on 11! the plan ot 

in.ltaJ.Mnt aalee for :po~t-wr 4el1nl7 can be dons 11108t effioientl7 and 

etteot1Tel7 vban o<abilled with the tunot1on of reslllat1D8 OQIIIWI8l' ore4it. 

"lhe h4eral RHern Boerd vould be n•poae1ble tor: (l) dnel· 

opiJI& the tOIU Nl4 oa~traota to be uelld, Nl4 othelV1.8a perteotinll the 

details -at the planJ (2) oatabUa!Wlg 11tandards tol;' t}le aele\)tioa of aaloa 

ts .. noa and local oblleotiOD 168110iee; (3) i&IU1D8 reporta o01108l'llin8 poet· 

nr-dal1T&1'7 ealse; (4) aocount1D8 to the Trea8\U'T tor ~nta tran.eaitt•! 

end oertiticatee 118UMJ (5) ollll-1D8 Soode ~ered b7 the plan b7 oelliQS 

l!l'ioriv nuabers . 

llbea' the rati0111Jlg Nl4 prioa-oa~trol tunot~ons preeentl7 ,xero1ae4 

b7 the ottioa at Prioe A&l1ni1trat1on and the War ProduotiOD BOI!.l'd. are die· 

OODtinu.ed, the Jedaral Reeern Boerd ehould han reepoaeibUitT tor allliDI 

111ob epeoial priarit.T oartitieatae aa 'aT appear to be in the pablio ~ 

m4 tlx1Jig- tbe •11- vboleeal.e and retail price at sooc!IJ oo• .. e4 b7 till 

p1m v2lere IUob prioa-tiJ1.ns becCIIell neoae&arT in order to pre't'ent eqloita· 
( . 
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~uaa ,.,_,.,. .a. J01101 mk'nc sa ~ 111a bnll· 

Jillat ••lllll8 tar pollt- 4el1'n17 'IIORl4 appec to '- eo olOM!T relata& to 
tile obJeat1na of the h4a'al R11a."e Boa.!~ tlaat tlllle fllaot1ci. .all. M 

propc-J.T f'DIIIM tllrGaP 1tl ~ -- at rn-• 

. . 

. .. 
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on. ot the -t 41ff1oult Q.IINtlODI ot operatiJIS 6ttail 11 11aw 

to 4lal vlth the prloM at vll.loh apeoltlo __.., 4-ble soot8 llhoa1t 

be aol4 far )IO&t-vv d.ellYU'J . On ooe blm4, there 11 the 11110erta1Dt7 oaa. 

oern1D6 the l enl of production coeta 1n the poet-war period, aD4 on the 

other band ~nero. 11 the problem of hov to uwre c011q111tit1oa vlth r.epeot 

to prlOe ana quallt;y in the :race of a J..erse pr.pa1cl d-M that vlll tax 

pro4uot1Ye fac111t1ea for a aubatantial per1o4. 

A4ftDtll§!! ab4 41n4YaDtyee of eelllJ!g at f1xe4 pricee 

A nUIIlber of 1mportant coneid.eratiOIII l1lge8t the 4Hinbil1t7 

of pro•141JIS fer the aale of soc9 for poet-var dell 'fU'1 at epeo1f1o 

prioee--for 1netanoe, the prloee eetabllabed tor ..r1oua tJP~• an4 modele 

in 1940 or 1941, leu tbe 41acount tor prepa,y11ent . 7or one tb.iJIS, tbia 

treatllent vould help to 14.ent1f7 poat-var-d.eUnrr trenaact101111 u aalel 

ot ~~~ ab4 to •'n'""ze their rel.at10111hlp to ea'liJISe !&the •:re• -
ot purohalere. Jor another tb.iJIS, 1t voul4 ellwlnate one of the ftriabll 

el..uta, 1n a plan ~ich neceeaar1l;y 1nYol•ee a .n~ ot auob •~• · 

Still further, i t vould appeal to thole vbo 11141bt tear a eulllteDti&l r1•• 

1n pr1oae. Purob.uee tor poat-var deU•er:r at fixed prioH vou14 prortda 

a J1eGSe "6"1nat lntlat1on. But, unlike the be4p ot putUJIS __,. intO 

Olll'nllt soc9, vbioh voul4 accalerate the fbecM of iDrlatlGD, parobMII 

for poat-w.r d.ell'tU'J voul4 reduce the 1nfl.at1011Al')' preealll'l b7 41ftll'tlll8 

purobuiJIS p(lnr trca the current arltet . 

Tbeae adYaDtaaee, bowe'tlil' 1 are offlet 'b7 a mwb.lil' of llil'lOUI· 
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11 
baJ141oape, vtdoh appeu to be ~llills. After at..lve u.o.nc. _. 
oeret'lll ooa.~t1GD of tile ,roo. 11110 -· tt 11M ••••t 11 •tal to IWittl 

8IJ1 att_,t to eeU 8QOie at ~ pr1-. 
Tile -t eer1oue 41fflcult7 1e that ea.1CIIIe '11011!4-.... to tau 

t.lw rillk of a nbetaatial 1Dcre ... 1D ~ price-level. If ~:~a~:utaot1INII"e 

could re4uce quallt7 to C!C'!!QN"'Mte ff11" 1Dor .. ee4 coete, t.be purobaHP 

would beer tl:ie rielt 11114 thie voul4 eH1Dnete the Jl"izlcipal. a4YUatece• of 

eellinS at eetebl1•be4 pricee. )fanutacturera -.tsbt be ull:e4 to p~Nntoe 

del1Tel')' ot soo4l of •pe~ifio)d qual.itt eD4 t.herebt ae'lqt the r11ltl ot 

rieliiS c01t1. It •e- Goubttul, banTer, t'hat ~ voul4 be ¥1111111 to do 

eo TOlunt&rilt &114 ~ atttapt at CGIIIPuleion vould DOt 01111 be 41tt1011lt 'bl>t 

would oh&IISe co.pletelt the eNGtiAJ. nature ot the plAID. The Un1te4 Rtetee 

TreuUl')' ll!ight al.oo be ulte4 to accept the r1111: ot aD ~ lD -.z~u. 

faeturinS ooeta. :But the reeponeibil1t1 tc:rr action neceee&l')' to hold price• 

eteady liee primarilt with COQgreee ~d with the Ottice of Price Adainiltra­

tion. 'l'he 1'rea1Ul')''T author1t t 1n thie field 11 ll.Jro1te4 Lacll:ills tlw ponr 

to &allure a OOD8t&llt ):J'ice leTel. the T:'eUID')' vr.uld ~tbhcll,.• objeCt to 

unclervrit1ng the 001t ot pro4uct!.on of treuo4ouo que::lt1t1ee of £0011•· 

Proepeottvecnsne 1 1D poet-var product• YOul4 &leo all:e 1t 41ff1· 

cult to eell at eetabl1The4 pr1cee. Recent toohnoJ.os!cal 4evelopllntl ••• 

Ulcely to re'TOlut1Gili&e the POTt·Wl' aut01110bile aD4 to 11a· ... a e·~beteutlal 

effect upoll ~ OODetructiOD 11Z14 4eto1g:l ct other oorw..a.ere • lht'N.ble 1')0411. 

Coneeq-tly, the price f01'¥hich pre-w: I:IDUle ,... 1014 ll14lbt- be a+.terly 
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UN ot M-w.r-l!eli!!J7 oa-t~icatee 

Jell' theN 111- tbe writer propoeee tlat prioee be bpt flexible 

u4 tlat tbe ~t purohuer be ottere4 oert1t1catee ot ftl'iOU8 4enaa­

S..t1C8181 vh1oh can be exo~».Dsod tor BPCtOitio goode at pr1oee to be eeteb· 

lieiiH 1n the poet-var period, .The cert1!1oate dencr:ninationa ehould oor­

rN)CIII4 ~ vith pre .. ot prioe-olaaaea tor ftl'10U8 ~· I'Cil' inetanoo, 

~U. oa-titioatee aiSht be i .. ued 1n $700, $11 000, $l,lloo, &114 $2,000 

4-w',.tiC818; piaDo &114 autc..tic hee.ting equiJDmt oertitioetee 1n $200, 

'~' ~~ &114 *'<><> 4encw1Mt1ona; re:tl-1geratore 1n $100, $150, and $200 

dMicwSnatiC818. 

Ca-titioatee 1houJ.d be 1dent1t1e4 eo tar u poeeible vith epec1t1c 

ldn4a ot SOo4e or vith group~ or epec1t1c lc1n4e ot goo4a. Thus, an aut<DObile 

oert1t1oate ahoul4 be ftlid ~ tor the purob&H ot an auta.>bile, &114 a ,ro· 

trs.ntor oertitioate ehould be 't'1Ll14 ~ tor a refrigerator~ Cert1t1catea 
··<~· ·~~ 

aboa14 alao be 1d.eot1t1ed vith Fioe-claaeoe or· goode. ' ror inltanoe, a $700 

autc.obU. oa-t1t1oate 1houJ.d be 't'1Ll14 onlJ' tor the lolreet prioe-ola..a or 

ouw, t,n1t1e4 todaT b7 P~, Che1TOlete, &114 Jorde; $11 000 ul4 $l,l!oo 

OG'titioatel ehguld be ftlic! %Wpeoti'ntl7 !t;tr ~ nszt bSgbeet•Prioe-olaaBN, 

t,n1t1M todaT b7 Mllro~, Doclee•, Pont1ace1 an4 lolr-pricect ;a..,ab U14 
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t1bo WDt Jdaii-JII'ioe4 caN hGa &Ot1di'SIIi a Jl'lal"i\T to \lila 1l.r JC IPP''II 

a oert1t1aate ot the ~It d-4•t1GDo 
I sa..,..... ot tlax1bWt;r, bow'fer1 .... to be illlel'-' '--

the c1r~l ot I8IQ' ~ an 'bo\1114 to ,.,.,.. ac. vbo 111111 

tare- till DH4. tar liD 1Dex;p~~~a1ft OU" Y1U later ~ liD llz:I*IISft -, 

IID4 - vbo belle'tlt thq vU.l wut liD ezpell81ft e&r v111 DOt be a!lle to 

111'tor4 1t vheo the t1• -• to t&Jr:a 4eUnrr • Allo - vbo parciiNe4 
• 

an a~1le oert1t1cate v1ll wut liD oU•'banler SDite141 IID4 - 1111o 

.... t a p111Do Olll't1t1cate v1ll lAter WDt liD autc.ob1le, 

Tbere voul.d •• to be DO na.oo to pre~t em..,RI't ot Olft1t• 

1catee, prort4ed that adequate .uu;..~a ot tbe ao:7111!:1Ate4 .,_nc! tar . 

• 

-.ar1oua produote llll4 at tbe nWiber at ~•r• 1n each pr1ar1t;r IID4 prioe • 

clAee can be aintalned; llll4 pron4ed tlll"tlllr tbat OUial. obnsr• ot II1D4 

~~ere re.tn.1ne4 b;r prial"it;r ~t111 W tbat 001t1 at eX"b'naP• ware "' 

b:r flea. Tbe le4era.l Be_,.. BIIDibt 111e1rt thlfttare be authari&lcl to n:• 

Mease Olrt1t1aatee ~ tar a fM at $1 Ull1 far a &ef-t of the 

pr1ar1t;r DW!ber b;r 2. Iaob oert1t1aate ll1aJrt be .-41 ncbenSMlllo f ar a 

oert1t1aate at eq1al 't&1111 call1Da tar &ellnr;r at IIDOtber ...._..ut;r. 

Cert1t1catea at larger aencw1•t1GDe ll18bt be exo"'ID8""ble tar tvo ar 

_.. oert1t1catee tar dUt-t oo-10111Ut1ea ar tar a oert1t1cate ot JAN• 

er .,.,.,.."t1GD llll4 ·OI.IIb. A oert1t1aate at low drcwh•t1GD .sa'bt be alao 

'tn4el1D GD a Olll't1t1oate at 1.1rpr 4-'•t11lD ~ tlle ~~ 

.a,. 
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1D ou11 f1t ~ 4Ut- ~eo ~1r ONII ftluee. The lattw \1!!1! mot1Cil , 
bown11, 11101114 req~ a l.N'pr p11111Ut7 1D till fOl'lll ot :prioritr W.:wu,, 

'1'be eziet- ar 1arp nlllblrl ot prepa1Cl puro~~aa, oertUioaWe·ar 

ftl'i011.1 amcw1Mt1cm.e v111 IID4ollbtl4l:F 1la4 an~uren ~ to fit 
• 

tbl1r pro4aota to tbl :prioe olaa- .. tabl.11l1114 b7 oert1t1cate clmcw•MttCDa, 

Tllie· Will, f ollow tre.41Uonal px'Sctioe e1noe tile 4ee1811, lllateri.a.l. croatmt~ 1114 

~noe or ft.riOII.I o-r•~ durable• llan al~ been n~ mo. 

fiUG041c1 b7 tl:lil "rieve ot 11&111 ~n ae to t~ price at vhioh ~!1118 

pro4uote \len. be eold vitll the least reeiatanoe. BeTB'rthelese,tt .i, illlll9111ble 

to ex;peet tllat all soo4e v1ll be priced exaotl;r at certificate ..aluee, 1tsr 

W1:tJ:f tPJie ot c<mW'ditiee, .:~del l'Briat1CIII.8 requ1rins price 41ftereotiab will 

diNlitKlr be more n~.~MrO\I.I tllan the certificate denc.inaticm.e, Aleo, 

treiib't ~· will OCJIIIPil ditterenoee in prioe in l'Brious areas , It eeeiu 

neoee1W'7 therefore to include in the plan •~ method of d.OA-11118 with dit• 

terenoee between prices and certificate ftluee, 

• 

Where poet-ver prioee tor 1nd1Tidual oo 'ditiee are bJPr theo tllr . 

ft11111 ot oertificatee tor their pu:n!llaae1 the e1tuat1cm can be llall4led 'f6I7 

eillpl;r b7 the p8111181lt ot the l:ialanoe b7 tile. p\ll'ohaeer at the tiDe ot 4nl1"1J:7 

either 1n cash or thro\ICh a ealee fUI8noe .aeenor, Where certificate ftluee 

ar. hi8her tllan poet"'l8%' prioee ot the scodl vhioh the7 came"" 1 tile pllrCIIU81" 

ebou14 be entitled t o a 01111 rebate, Since c~11ione tor aell11'18 and col· 

lecticm v1ll llaft been pa: lout ot the proceedl ot tbe ~t l&le, 

rellate ebould bear the eq rel&tSmeh'p to the exoeee ftl.ue ot the oert1t1cate 

-~-
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u the oaah ft.l.ue ot tbe cert11'1eate ~ to 1te -.zooMow!t• ...-. 

sea 4e&l8re vould 1mdaubtedl;r prefer to eaoouzoaae the paroii&Mr to .,_ the 

~1114er ot tbe face nhle ot h1a oert1t1oate tar MrO!wndSM. 'ftRe ww14 

eeD to be no reuon tor preTenttne thi!, proT14e4 that tbe parobue bu the 

option ot t&lttne the oaah rebate. 

Poet-var ;price OCI!!!Mit1t1on 

S1noe the plan ot inltalment aelltne tor poet-var 4el1ftl'7 oc:at.­

platee tbe Mle ot "tuturee" b;r 4eelera vho ban beretotare aol4 the - -~.., 

4ucte an4 tbe reentarc-t ot tbeee aell1ne ettorte tbrousb nattcaal a4ftrt1e· 

1n8 b:r .uutaoturere, it 1e teapttne to propoee that Far4 a..J..en •"" aell 

lar4a1 stll4e~ 4Mlere ehoul4 aell stll4ebabn, a-.1 ~ __.. 

ah01114 aell OeDaaJ. !:leotrio refrigeraton, eto. rue voul4 ~lfSJian'lM 

the tntereat ot 4ealere an4' lmnutaoturera 1n mx1111&1ng the n1ll:lber ot 4ettlrn4 

4el1Ter;r Mlea. HoveTer, the etteota ot auch an ~ on tbe poat­

IIIIU'Itet ••• to outvetgh eubetantia.ll;r an:r a!ftntapa vh1oll ll1allt be eatne4. 

In the tirat place, 1t vould IID4ou'btedl;r ten4 to out 401111 nllateD· 

t1a.ll;r tbe nl.lllber ot ent«rpriaee vh1oh ooul4 enter tbe poet-war az'bt, 

ltmutaoturere vho ai_sht, b;r T1rtue ot tbe1r var pro4uct1on ezperl-•· wut. 

tO tum to tbe t1el4 ot OCII8laen' 4ureble scoU vou.L4 lao\: a az•t tar 

tbe1r production. Aleo the oc:.p~t1t1n poe1t1on ot ..U ib4apeD4ent aate-­

prieea voul4 probabq be 1nJure4. MinT purobuera, vll.o voul4 prefer the 

SOo4a ot -u 1n4epen4ent DBnutecturere 11' the;r oollld vat't 11Dt1l tbe F04a 

vere 4el1Tere4 bet~ wk1ng a oll.oice, voul4 probabl;r t .. l 111pelle4 to bill 
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tile pzo4uot. at Jarp 8114 vell-eat&'bl1ahe4 .nllfact\ll'ft'l U & choice ba4 to f 
'be ..U at tile t,_ of enter1118 &D wt&~t contract tar poet-var ~~f0..7, 

In tile aeocmd place, it vou.ld aeriou8l.1 restrict poet-var price 

oa.,pet1t1cm U 1n4i~i4U&lJDaDutaoturere vere preeomted 1n th6 poet-war Pr.'1od 

v1tb prepaid ardere vhioh vould abeorb tbe1.,. productive capaoit1 tor a lao:s 

t,_.&D4 which couJ.d be cancelled onl1 with substantial sacrifice to pur-

o"'nz •· Tbere v ouJ.d be no ce~~~petiti~e preaeure toward miAtmizins priaee 1114 

.az1ahill8 'quallt7. And 1n tile abaellCe or e'tte.ctive price competiticm, the 

h4c'&l ~t vouJ.d undoubtedl,r be a<llll;)3llll:l ' t.o fix pricee--a recouree 

vhiob tile vriter vouJ.d like to a~oid 1t poeoi ble. 

Jor theee reaeana it aeeme desirable to sell certi!icatee tor auto. 

.ob1l.ee 8114 rerriger&tors and other oonaumera' durable gnoda ot certain price 

olu111 and to permit tile purchaser to choose the mke and specific model at • 

tiM of del1~ery. S1nce there would be a Btrong tendE>r.oY for the purohuer 

to tab dell~T tram the dealer vho originall1 aold the certitie&te, ind1Y1· 

411&1 de&l.era vouJ.d 11till ~T8 &n illlportant stake 1n the s&le, a:s;ct--=t. tr<D tbe1r 

' Uate ocwpenMtioa. But the preference for the orig~ de&lor aod till 

lUll vhioh be Mn.Sle• vouJ.d hold oa1T vhare the product c0011p8ted fa~orab~ 

Yitb otber produote with reepaot both t:o price &nd to q\1Allt7. Buainell 

would oert&inlT flow to the dealer aod manufacturer ·•!!o o:tf&red auperi~ ftlllll· 

llloh 1n4uatz7 u & whole would of course be 1n a~h&t the .- pot!· 

t1011 u &D 1nd1~14ual. .nllfaoturer vith suare.nteed order a, llut the e:t:teatt 

'lliPCIII pr1oe oc:apeti ticm are tar different when it ie tba 1nd'!8tr1 ratbel' t111D 

tile 11141'11411&1 811terpriee that baa the ordera. The pr1orit1 aoh- woul4 
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F0"1a. t11e - or Uldtms • "" •' aJ - ts. to the _,,.,'-~. 

Thi• YOill4 pntwt ~ priG .. &D4 ....... oc:ute-ble - .. or pi'Soe 

0a.,pettt1cn ~ 1D,f1rt411al «•l.fttl all4 -utaot~. In tact, a. mteD· 

dt7 at pr1oe o~1t1cn oa be leWrlliDed b7 t~ Je4~ Reaene br4 

t hroush 1t8 pol10t fi1!t1li1DS 1t8 oa11e of pr1or1t,. n1aben. It 18 true tat 

ehitte to the _.. popular .a. YOIIl4 be rNtratned bJ tbe tact tat oC"t1t· 
I 

t cate boU.. wboH )111'1ar1t;r IIW'Nn W liMn oelle4 woul4 baft to watt lalapr'""" 

to pt. 4el1ftl7 or probe~ tbat YW8 1n sr-teet A-nd • Jlat a dtlat1Cil 1n 

vh1oh oart1t1oate boU.. were v1llin8 to walt a -th ar Wei att8r thetr 

pr1ar1t,. m.,_. had been oalled to obt81n tbe beet "lnq• voul4 aert etroaG 

oc:apet1t1n preeeure tar pr1oe rw.4JIIa'-lt8 b;r otber .-nutaotai'We. Balee ot 

pro4uot8 vhioh failed to oc:apete would be elcwe4 down v1th reepeot t o pro4110• 

t1on eohedlllee, v1th oc:uequant tnoreuee ~ ooete of pro4uot1CD1 etorep, 

and tnnntar;r tinlulotns. Alao, tbe .uutaotwer voul4 loee preettp, vhloh 1• 

~a eubeteDt1al factor _in oc:apet1t1ca 1n tbe oc:u,_. durable aoo4e f 1el 
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The otter at a prier olaiJl to ~- pro411ot1cm to tlloee 1111o b!q 

~--4Ail1Yflr7 oertUioat .. also raiHa a nlllllber at dittioult 41UIIItiala , 

\lbat ~ at gooda lend tbaaelTIIS JllQIIt rea4il,r to pri,F1t7 ocmtzoolt Bow 

tar 0811 ve attar4 to so in girtng thoao vbo bold poat-var-dol1ftl'7 oerUt1-

oates tbe right to aoquire soo4a ahead ot those vbo need such goods tar tbe 

pert~ ot eSHnt1al semceet Wbat 0811 be 4ane to pre'J8Ilt tbe priOl'itJ 

ach- trcm penalhins those in tho lllll1ta17 eerr1cea? What can bo cl.OM to 

preTllllt epeoulator1 trcm e.cqu1rin8 priorities to large quantities ot l!oode tar 

resale at exoele11'11 'Dl'ioelf Hov cen· uncompleted cantl'IIOta be aeaicne4 prior-

1tieet 

A1J has alre~ been 1nd1ce.ted, anl,r soots ldlioh are no lorlser s...U· • 

able should be selected tor poet-war-dellvecy aale, Most caneliiDDrs would 
~ 

probabl,r be unwillins to purchase poat:-war•dollveey certUice.tes tor S004B 

that can be boUSht 1'reel,r in the current market, This 111 plll'tl;r beoa- \Ill 

appeal of present goods ia stranger than the appeal of future soo4a ot tbe 

- tne, and pertl,y beoauae the ottar ot priorities vould be 1111 eawtl 

seature when there il no proepeot of a large unaatillt1ed domnd tor the soo4l 

~Jeot to aale , 

Tvo other or1ter1a tor aelect1Jl8 goods tor the poat...r-4Ail1TIIJ7 

aale haft been ausseated or 1JQU1ed in the pnooed1ne eeot1cma, ~ ot 

these 11 a relat1Tlll,y h~ pr1oe, Because tbe ratio ot Hlline ooats to 
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oertif1oaw ftl- !Doreuee u tM a..-•"UCD ot tM oensttoat. lloliDN, 

tt 1e ~elrabt. to l~t poet-vv-~11,..17 Mlee to soob ot ~ 

nJ.ue, n. otber ie semral o-r aaOfllteDH, .,.._ IICre Dpll't.Dt t111t 

pl- a particular artiot. ball 1JI the ooanrptiCD patWr:l IZi4 the _.. pn­

eral the lmovle4ee of 1te uutulneee an4 partonunce, the eaoier 1 t ¥111 'be 

to eell poet-var-del1l'81"J' oert11'1oatee tor ~t artiot., 

But there ie an equal.lJ- 1.JII:pol"ttmt ori ~CD tbat 11M 711t to be 

dieoueNd; i.e., tbe appl1oab111t7 ot pr1or1tiee to the d1etr111ut1CD ot the 

o.._odit.J', Sewral oharacteriet1oe plq an illportmt rot. 1JI ~teni1D1Jtc 

vbetbar •oitio soo4B lend tb••elftt readtlJ to pr1or1t1N -trol. 
lir1t, tbe sooda 11!l>Jeoted to priortv control, bonwr ilpl'tlllt 

1JI the pattern ot oobsump"&1on, should not be ileoeeeitiee of 111'1, lor 111-

etenoe, nen if food met all the other etandar~ for poet-var-~l1'1'ft7 eat., 

it vou1d ecaroe:~T be feae1ble to exoludo tho11e who failed to b'q certU'1oawe 

tl'Oil poet-war food u.rlteta, 'lbie requuo-nt 11 Mt autcat1c~, bow"IJ, 

11' the plan 11 applied Cllll7 to aoodl vboee pro411ot1on hal bNn 4110C1Dtilad 

for tbe duration ot tbe var. 

Second, tllfte abould be reason to m~ioipate an exoe11ift poet-1lar 

dem•n4 1n relation to s-41ate pro411ot1ft oapac1~. 001118 there 11 noll a 

prD~peot, there 18 littt. point to the priortt.r 4n1oe. ·The fact usat 11'111• 

ien 8ooda will not be aftilable for the par1C'd or tile war 4011 not 11101"er1~ 

AllUre a poet-war ll1arteae ot t11oee aoo4a. lor 1nltiiDOI· ewn tlloa8IJ air­

Plene• ocmot nov be parollued for or41Dar7 ctl'ilUII UM 1114 tile poet-war 

• - 89 -

Regraded Unclassified



4==11 v111 IIII4Cia11te4J.T be wse, tbe rea4T oonnrta111li t,r of our ~1,. 

eJ;PD484 tao1lit1el tor produoinS 11111t&r7 tranaport and tra1n1na PliDea 0111 

be ezpeote4 to ui\IH azl a4equate aupplT to ••t oiTi11en "•m!, 

!111.r4, tbe soo41 •aboul4 be produced b)' a ralat!-re::.;.- tw IIIIDIZt!4-

twwa. 1!111 voul4 DOt Ol1lT facilitate tbe entoroe=nt of prio:-1tiea 1n 

tbe peat-war period 'but voul4 i:lorea.M the 'benotita that would noorue to 

NOb Ullu:taoturer b-aa a large '!'Olume ot prepa14 order• tor epoo1i'1o t7P8~ 

at soodl· 

Fourth, tbe soo4l ahou1d be suoh that wse-eceJ.e production and e 

001111a.ra11~ oapital bmlaQ8nt ere DOceeeerr. It would be ezoeo41n81T dif­

t1CIUlt to enforce tbe control of priorit108 tor soo4D whi"ch ooul4 be pi'OOllc<l 

l'M4ilT b)'. a aall-ao&lo aeMIIbl.y' operation, or 1n 1111 orclinar7 t011114r7, 

ll»ot-•tal ebop, or oloctrioal repair ehcp. Moreover, it voul4 appear to 

be llll4ola1rab~ trca 1111 ocCIIICIDio end. eooial etandpoint to pro-.ent tho 1%p811-

liCil at ..U-ao&le produottCil' ot 8UCh aooO. 

• 

It 18 vith tbeee oODai4arat1ona 1n ll1n4 that tbe roo01110114at111D hes 

been M4e to l1111t tbe appl1oat1cm ot tho plan at tbo wteot to aut<Dobil.el, 

nb'SC.ratore, piano•, oil bUl'nflre, an4 autocatio ltolcert. 'l'bllle aoo4l ••t 
all ot tbe atan4ar41 tor poat-var-4ol1ftl7 eale. 1!187 ere no loapr aeJ»rallJ 

&ftilable to tbe public &D4 post-war aem•nd tor thai il llDlT to ezaoed pro-

411otift oapaoit)' tor OCila141ra11:to periocla ot tiD. 7-beir priooe are rllati"l1 

liSchJ e-nD tbe lowat prioe-clUeea ot retrSC.ratora m4 plaDoe OlD properl1 

be o0ftre4 117 $100 oert1t1oatea. 'nlo7 require larse-eoale, oepita1-1DWDI1" 

111'0411ot1Cil &D4 tbe7llaft 'bNn produced 1D the recent put 117 a re~tiftlt 
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-u r ' r fit " 'Wit& a a. AlG: .. tlllee IDola - "1' w'l' u ' I a 

tile c~1CID Ja"-1 tllef- DDt MOII11t1H , ftiiN Y1U 'Ill ..C a.n, 

uee4 ref'r18U'&tca'8 lollll!l'bel4 piuol CID tile -.z1DI1I tor tboH 'lltlo = n .,n 

&lca8 w1tllllllt tbeH U't1o1M, u4 buiS·finl film 011- _,.tile ;&Jill 

at thoM wbo taU to &otllire po.t-wv-iel1ftl'7 OW'tlt1oateli fl.!" ----

~· 
TbeH aooa llllou14 l"'JJZ'"eDt ~ .,.. be6111D1JI8, rt YCIIll4 lie •• 

tortllll&te 1t tile pla:D ,_ not progeu1ft}T eztln414 to otUr 80041 u4 , 
llll'TiOU which fall abort of tbe 14eal ltln4az'u, CarefUl ezeet•t1CD of the 

prob~ that woul4 be oreate4 1n each f1el4 b7 the applloat1CD fit s.•• t 

eelliD8 tar paat-wv-~11't'WT voul4 1lll4oiiJite4lT I1UU01te IIOlutiCIDI 1t tile 

tlll.l cooperat1CID ot the u.a .. aCIDOenwcl ou be o'bta11114. 

Tbere 12'1 a DuUW Of t;nMIII of CCIDI-1' 411N'b11 f004I tllat -.t 

tM etenllarda 1D all reapeotl 1n1t pr1oe. A-a thlll are ~1!18 - :-s.. 

an4 4rJv1, 1110t1CID olaMrl, lloUMllol4 -1JI8 ..OII1De11 N410I 1114 piiCDD­

.. , 1114 llpuebol4 tJot1CID·p1otuN prc~tcn. AlGa p .ul7 

~11 of ...... soo4a .... been pr1ol4 too low to be ne41}T ... ptall to 

poat-·4el1'ftl'J •11, the pr1oee fit other 1104e11 baft appreaoliH. or •· 

oeedd $100, It III1Sbt be poali'ble tbenfore to eu'bJeot ~ tbe 411'110 

M4111 to paat-wr-a.l1't'WT .:s... !bell WOILw prc'ba'b}T 01 tbe 1104e11 vhioh 

VOUl4 lppeal-.1; ~to pon.var-4el1ftl'7 parobalwl o rt DIUIIII71 

owtU101tea qoal4 be aol4 t.a 4.moe'Mt1CIDI fit tro . 
. 
Ir noll a •etr•81t1CID 'bf pr1oe-olu- eJtonU 'Ill f.OIDI to 'Ill 

preot1oa'blli, a mwhr of a441t1CIIa1 t1el41 wOIIl4 lie opiMC\. 'l'bl prSDo1,al 
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1IIm'<!=•• of non.,,· ps, u4 vatv-heat.re fflr ~..., 1a1 

aft (1) tale lolr pr1oN of tile OIIMIIG' 1104811, (2) • faot t!lf.t. t.!leJ.., 'be 

-•••1t1N _...- oil'a~, u4 (') tile- viti! 1lll1ala 01na1a 

tJPN oCNl4 'be pro4\loe4 b7 bu41oratt pro4uct1ca. JIO .. ,G 1 all or tlleee 

lwn,Uospe woaJ4 'be riBC,;e4 1f prlflrltiN were QPlioallll CIG),J to llellae --la 

u4 the oheaper all4 lle1 deeirabll ll04ell oCNl4 'be 'bou8h't 1n tile 01*1 arbt. 

8tii41N of tile poet-war arket !aft 1n41oated that~ ho\lawine haYe tbelr 

•TN finllJ fiud ~ durable vater-beatere, ~ of oopper ar llioal allo7t, 

and upca etriNI.IIIlilled oook~ :r&DBe•• dcae 1n oolare ar liabt ..tall with ill 

tlle up-to-date pdpte. 

8t1ll &I!Otholr. group of oouu.n • durable eoo4l -"• all the ltand· 

ar4l e:r.oept that ot widespread o __ aooeptlullle. In t.ll11 8I'OIIP lollr-llec· 

trio diabnlberl, ~ a1r-oca41t1cain1J 1~1 u4 teliTuiCD eete. llb111 

ellot.r1o 41~• !an bee on the -.rut far a 10118 ts-, 8114 ~ere 

1n _, tile SIID8J'6l publio bu ~~ner been ~ oom1Dce4 or tlleir preotlbU· 

ltJ. rw oCDiumere hato had an QPPOrtun1t7 tp tr.J out a II04enl tell'rleiCD aet 

W to &~lH lte vortll 1n W. ot the prloe &eked ..... &Sr-oca41t10Dllll! 

,,_,_., while DO lCil!Pl' a M'l'lll\7, baTe not 'been 1nlt&lll4 0111 a oCDiia-1>11 

110&11. 

It vCNl4 be m ll!port&nt ocatr1but1ca to poet-wr ~t 1t • 

lArp arket far tile•• 80041 oPIIl4 'be 4wel9ped tbrou8ll 11lel ot poet-ver­

dell't'VJ oertltio&We. !'be poteat1Allt1N ot tel1Tia101l are ----tilt 
diTe~t of thll field bu 'been pzowente4 b7 till laok ot reoo1YJJI8 eetl P 
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tho !mlda ot the public, <lD. cae lllul4, &114 tbe rapid o'No1Mc8110e ot ~i.,. 

aend1n8 oqui:s-nt <lD the other • Tbeee o'Noleeoence olarpe Cllll be 'banle ~ 

it thoro ie a larse reoe1Yin8 au4ienco. For electric 418blrubere w ~ 

a1r·oClllditionin8 ·e;yet_, an enlara-nt ot the -.rut would :Perait price 

reductions, which 1n turn would turthor anlarse tho arkot. Thus poet-war­

~~vory aaloa, b;y oroatiug a larse volume ot propoid ordere, 'IIIA7 be tho u;y• 

to unlock tho ma1111 market tor too11o soocla. 

The Job ot eollina such goo411 on a larse eoalo would be ditticult 

but not 1n tho leaet illlpoall1ble. Saloe ot toloYili<lD eoto 1n particular 

would ohollonl!'!l tho 1Dgonu1ty ot tho marut1ng proteui<lD. But 1t ..nlltae­

turere ot unqueet1onod 1ntogr1 t;y and technical cCIIIpetBilCa ottarod to produce 

a talovia1on eot that would moat certain etandarde of perton~~SDCe, and 1t tho 

broadcaeting companies announced their intention t~ tolov1ae prograM u 10011 

aa sending equipment could be had, a well-organized cu;paign ebould otter . . 
real hope of' euocoee . In order to lldnilnite tho natural "abow-lllll·f1rat·.rour· 

varoe" reaction, it m18ht be doeirable to eall oart1t1catoe tbat would be 

valid a i tbar tor a toloYia1cm reoe1Y1ng eat or tor a tine r&dio-phc:iaogaph 

cc:abin&tion. In appraieina the a411pt&b1l1ty of aucb goo4ll to poet-vv• 

delhory aalae, it ehould be rOIDIIIIIberad that a1ll1ona of vase·e&rDerl are 

nov rocoiY1ng tar larser :i.nc~a than OYer Wfore and tho goo4ll upon which 

t beao 1no~e would normal.l¥ be epont are no lonser available. ~er theM 

· CircUIIIIIt&noee, 1nto%llliYB aalee ettorte are likely to produc~ eubetantul 

roaulta 1n f1el411 that would normally be barren. 
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&.. Ml"rtoee wCIIIld alao be IUICeptible to poet-wv•4el1ft17 1&111 

1t ID1if1~CDI ere -.41 in tlw pr1or1t7 ICh-, Far inet~e, pl.IUUN 

oruiMI and toreicP' tranl, wtlioh ha4 w14eeprea4 con•- accept- betaa. 

tbe wv, haTe 'bMil 't'irt;IIIJ.l,y el11111Dated b7 the war. 1'lle Aller1can people, zoe. 

lltrioted in their JIOt I"tl b7 autc.tbUe, peoline, end tire rat1C1111Da 11114 

VMZ7 ot vartiae eort-ae•, can be expected when the war ende to be hUilfl17 

tar tbe treedalll and liiXII%')' ot oruiee ehipe, and cabin epace 1a l1kel7 to be 

1n gnat dPend, It ehould be poee1ble tor traT&l agencie~,. amans the tirat 

blllinela ouu&ltiea ot the war, to eell poat•var-4el1ver,. cert1t1oatee tor 

~~ .. ,. and tran.e-Atlantic m4 trena·Pao1t1c paeeagee, For.e18n tranl b7 a1r 

a1&bt allo be aold tar poet•var-4el1ver,.. It raUroad. traTel lhould be re-

ltrioted, all-expenae trena-continental tours. lllisbt well be oonred &leo. 

Pr1or1t1ea would oreate the me,Jor probllllll in appl71n8 the plan to t 
tZ'UipCirtat1a,o eenicea, It would obTiolllly be impractical to preTent thoae 

'lho tailed to pw:ohue poet-var-4el1Teri oart1t1oatee tram undertald.na ~U~oea· 

eG7 'b\111Deee travel, Th11 c11tncult7 lll1sbt be aT014edr lloveTer, b7 reeerv· 

1D8 MOt1cn~ ot lhipe ar epeo1t1c ahipa on certain runs tar cert1t1cate 

hol4er•, ar 'b7 MHl'T1118 onl,y the moat desirable aoo.mnodat1one 1n 1UXIIZ'7 

tra1M a:a4 ·in traneport plmee. 

Am1 Jeepe oould ~o be aold nr,. re•A1l7 tor poat-var 4el1ftl'1• 

Bol41.ra 1IhD han dri'NII thea have treqQ811tl7 u;preeeed the wilh to 01111 CDI 

atMr tbe wr, 1114 ~ o1T111me bAn ha4 their tano7 e&11811t '117 their ..U 

e1n, ett1o1eoo,., 1114 J'Oll8h md t11111ble qualit7. When the war enu th.,.. v1ll 
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11114D®t.al7 lie ~ t~ ot .,..,. 1n 1110& OCIIIIU.Uca tor wJdtll u. -

will lla'fll 110 ~ uae and 1t OC1 'be ~ that tJIHe w1l1 'be oftlawl 

tor NJ.e, The ' l1qll14at1ca ot ll1l1t1117 fthlol.H at tlla' u .. , Jwusu•, 1101&14 
• 

haft lla!i eoclPCW'o etteota 1inoe expencl1tlll'M tor thla -a ~ oruatt -.141· 

tional. ~·- Th11 lllltc:rtUDate omeeqi*IOI ~d 'Ill nolW to till meat 

that tbe7 ooul.d be eold DIN and their pUl'Ohul prtoe oolllotld. out ot 01llftll\ 

1ncomee, 

Relidential hOUIII are b1 fer the IIOit illqlCII'tlnt t1PI ot 0~1' 

durable 8QOde and the potent1al1t111 ot their lall fer poet- 4al1ftl7, 

both trCIII the etan4point of OIU:TIIlt defl&t10DIIl'1 eftiOtl Cl4 tl'Ca till ltCII• 

point ot peace•tU. reOOIIatrllot1oo are IIICINOIII, Tbl 111tf10lllt1M ot ~­

ing the plan, honnr1 are aliO sreat , 

The probl .. tMt would er1111 out ot the appl1oat1oo ot pri.cri\111 

would conat1tuiie thll pri.Jar1 handicap. Produot1on ot boUle• 11 ~UIId, 

1114 it would be h18hl1 lllllllall1 that ce:rtUicate Ialii voul4 be .u.tzo1'1Med 

1n accordance with oCIIletruot1on tao1lltill in 11011 oo-IID1•'t7• ~11, 

it pr1or1t7 control• wre exero1nd on a nat1on-v141 '1118111 tMrl -a 'Ill a 

ehorteee ot •'L11PP11 1n relation to ce:rtU1oatl d A 1n - :pl-• Cl4 111 

exceaa ot •'UIPPl:r, vitb relultq tme~~~plO)'MIIt 1n tlla bll1l41118 tnU11 111 

other ocwe•mit1ee. MareO'fllr1 ITIII U prtorit7 nllldllrl wn .,.,_. 1n 

relation to the d nA-.. 11 eituatioo in 11011 looe"t7•-& llOlllliJ' 11111oll 

Would be eXOf!.,'ll817 dittioult to etlpfn1 eter--oootrol -a lie 'lin~ 

111p0ae1bla beoauae ot thl larse number ot -u bu1141n &1111 the 111tf1nlt7 

ot ••tabl1eh1n8 etan4arcl prioee tor non•etandard aoodl· 

• • 95 -

Regraded Unclassified



U P"falrriQ&td bollaM ebolll4 be offered ~7 a t w .anufaot~~Nr~, 

theae prob~ vollld be &YOided. Poet-war•del1nrr aalea ~t euoh bcnane Ylllll4 

tit n1oeq into the plan J'l'opoeed here . For bt:ae that are to be built 

loc•"r, howe•ez, it volll4 appear to be neoeeearr to el1p1Mte tbe priarit, 

f•t\ll'e , Whi.le prioritiee to poet-war prcduot1on appear to be eaeent1&1 at. 

the outeet to at111ul&te videepread public pe.rt1cipat1on in the plen, it ~ 

be poeeible, ODOe cone~r• have been eduoatod to auoh purclle.eee, to el11111late 

the otter ot pr1or1tiea 1n order to cover goode vhioh do not lend tbemeelne 

ree•cu.~ to prioritr control. 

Illlltelllent eelling tor poet-war del1verr ehould be 11111ted, ot 

o011ree, to goode that are deaignsd prillariq for bouaehold or pereonal uae. 

The field of jlroduoere 1 goode should be avoided. '!'hie .ane that p&llenger 

care ebould be 1Dolude4. vb1le truciiB and bueeee abould be ezclu4ed froll the 

plan; that refr1seratora ot tbe a1~ee o.._..,l7 ueed b7 houeaholde eboul4 be 

1Doluded, and tbe abea <Hm•ml7 ued 1n hotele, rt~atue.ranta and butcher . 

lhope ehould be exclu4tdl tb&t oil burners and aut~tio etobrtl deeipd tor 

pr1-.ate bt:aa ebould be tnoluded and tboee deeisned· tor tbe&trea, &~ 

houaee, b\lllineae builc\ingl and taotoriee ahould' be excluded. The -.s·to 

41&tingu1ah 00111~ e.>0'\8 trail goode of the - ol&ee that ce 111ed ,.,._ 

1D1Dtq tar b\lllineee pllrpOeee baa arieen in cOIID8Qtion vith the M8Vlattal ~. o-credit IID4 the P"Qedente eetebliebed br' the J'eda.l.·Jiaeu •• IOir4 

tar thie purpoee viU be he~tul in defining the field ot poet-wv- del1"nll7 

eal.H. 
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lnD attw tM uolu.1CD ot IJDCid.- 11*11f1o&UT ~•18M4 tor •s-. 
UN, hollltel, thaN U 1t111 tM prob~ of Ul OYWla'Po rar iutUloe, ,... •• 

pr autc.o111le• ~ tM tnM IJIIIIfi'&~ 1111e4 tar penoaal. and tu111 tJ"&upar­

tatic:a are &leo 11 .. 4 b7 polloe Ul4 tire ~tli1 b7 }lbJ81cUM1 b7 ,Ulla 

ut111t7 CCJIII""'H tar 1Dqeot1CD, r.pa1r Ul4 aolleat1CD HI'YiaN, b7 ac­

turen and wbol.M•len xar the tn.D8partat1c:a ..,. \le-1 eta. Jotel rOCIM 

~ be equ1ppe4 with ra41oe tbat are aCWI!!!n'l uee4 tar ~ebol4 purpo~~N, 

a.n4 ,reh'ieeratar• ot bowlebold etsee _, be :plll'Obue4 in q11Ult1t7 tar - in 

apartaant hatlNa. 

JJo •tter bow -tial tM HZ'Y1oN which the7 z....SW1 tlleN waul4 

appear to be DO reuCD to uolll4e &Ill 81'01IP trc:a tM operat1CD ot tM prior­

it)' e)'Otem, proT14e4 tbat p11l'OhuM ot aert1f1o&tN ,_.. t .. 1ble tar tat 

sro~ Ul4 the. obJeotine ot the plan voul4 be eene4 b7 aa.,e111D8 t'- to 

aaqllire prioritiee in th1.e ¥&7· rar inltuoe, pi!JitoiUll aou.l4 purabue 

aut<.lbilee tor poet-V11'·4el1TBr7 ,1\llt u rea4111 u t!lcee vbo WoDte4 carl 

tor purell pere011al uee; &114 tM eoCDCaio etteotli of a4Tulce purabuN \IT 

PI!Jiicialll could be expected to be IJIIIIfi'&lll eiailar to t!1cee of Jlll'ObuN 

b7 llltilllate cCIIll-1, The - thinS would bol4 trill tar other prot-1011&1 

people, tar t...-re &114 tar -u bulinl .. -· MO.t ott'-- JIUNIIP,l' 

&lltc.lbilee both tar bulineee Ul4 pore~ purpoeN, To aolpdl t'- DOt 

Cllll would be 1mfa1r to thoM vbo - aCIII)Ille4 to pq in a4Tulce in Cll'tllr 

~ AlliiN praept 4el1TBr)', but &leo VOilld w1n1a1se tM 61tlat1~ etteotli 

ot the plan, etnae protHeioaal people, t..-. Ul4 ..U bu.inele .-• u 

veu ae lllttate aCIIll-., are 1Ur:ltl7 to tbn&t. tm1r ~ ,.,_t.e 61 

-vr 

Regraded Unclassified



• 

current ~xpondituroe. 

Whon vo 001110 to lo.r89 bur>1noae ontol'pr1eos, tho a.1tU&Mcn 1111 

a~t d11'foront. Tbeae ontorpr~eoe, with tbeir Gdvonced nccollllt1zla '"to.e, 
would 1111dol.lbtodl7 trvo.t poet-var-doUvory ~nte ae capitel. 1nYOetaauta. 

OcneoqUODtl.J", unloee eborteeoe of co.eb COIIIPOl roatrioticn ot othw oxpendt~ 

1n order to proTido ~ tor 1neto.lmont ~nte, oort1f1oo.to purobaeoe 'b;r 

tbie sro~ would not bo dofio.tiono.ry. Novortholoaa 1 because of th9 d1ttiolllt;r 

of d1at1n8Ui,eb1ns botvoon product1 vo o.nd .oonaUJ~~Pti vo ueoe of goode 1n t11o 

protoaeicno.l, o.gr1cult\IZ'U o.nd alll!ll.f bue1noea f1olda1 it aoou doairo.blo to 

TOqutro plrt1c1pation 1n tbo pl4n b;r o.U bue1noaa ontorpriaoe vbioh m;r vieb 

to obt:lin prOII!Pt dol1vor;r of SOOda el.lbJoot to poet-var-doUvorr eo.lo. 

['!!oro te oven sroo.tor roo.aon tor subjoot1ng purcho.eoe by pllbl1o 0 
r~no1os to tho roqu1roa10nte of tho ,Plo.n. Tho o.ocounte or ato.tee1 o01111t1ea, 

o.nd 11111D1o1po.U tics = gonoro.lly kept en o. co.sh, rather tbo.n an o.n o.ocrunl, 

bo.aie. Thoro 1a ueuo.Uy o.n o1'fort to koop current o:qK~ndi turoe v1 tb1n tc.x 

rovon11.0a • Lo.rso oo.pi to.l ou~a .cro gonol"CCJ.ly t1no.ncod by apoo1!1c bond 

1eouoe, but purchoaoe of o.utomobnoa c.nd othor ooneumcre • durobb S'Ooda o.ro 

l1lo4' to bo trot:.t?d o.a current oxpond1 turoa . J'or this roo.aon, 1nata.lmont 

purohc.eos tor poat-VIlr delivery by govol'lliDOnt o.gonoioa .vollll undoubtedly 

ho.YO o. dotlo.t1cno.r;r e1'foot . 

801110 o:rcopt10IUI, hov'Ovor, WIWit bo z4o. IJav bue1noaaee v1ll be 

noodod to et1mulo.to prhc.to OIIPlo;rmont 1n tbo poet-vnr ported, o.nd tboir 

llovolo~nt should not bo ruto.rdod by tboir 1na.b111ty to buy nooo .. o.ry oquip­

.,nt • J'or •~ typos or ontorpr1Roa. o.ut.OIDObilo priori t.toe 111811t prow to 'bO 
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8 IC'i- ba4Soap. .U.O tJIIt ollMtzowlt1ca ot ~ 111r 111, tilt ..a t~ 

vluch o.-t lie aocnll"&tel.J f<llianm, ahoal4 DOt lie pnveutac! '117 tilt s.f~Wt7 

ot b11114al'e to eqUip 1- v1th retrtaar-toN, 

The iri&ht to a:~ purohaaera fr(a ~ pr1oritiea ·s78ta aholll4 

~ v1th the J'e4-111eall%'ft Board. So 1az16 u tJI8 OO'ioe o~ Prtoa Adllin· 

atratica and ita l.ooel. War Price and Jlat1cn1J18 ~ rea1n 1n a:l.ateaoa, 

thB Federal Reall1'ft Board Jlli8ht nll aatebliah Plllft1 ru1u tor a:oapt1-

aD4 dalapte edainiatretica to OPA and tba Boarda. Tbcw.tter, the :r..-1 

RINIC"Te :Biu:lb Jlli8ht well bee~ the eda1J11atrethe -r• 

Tvo teate to:r ex~1ca •U86"at ~el'"': (1) the 1111P"rtiDOe to 

tbe cmmm1t7 ot the use to vh1ch tha S004.a voul4 lie put; 1114 (2) tbe 

ineb1l1t7 of the app11ca:lt to !areeee the need tar the gooda aD4 to prorida 

tar them b7 bu71D8 poet-var-de11Tel7 cort1t1catea . lfaturaJ.l7 thole perllitted 

to acquire S004a without cert1t1catee vould not be entitled to a diao01111t. 

Protectiy the a111tarz torcea 

It YOUl4 be flrli"4l"tlmate indeed 1t J!041t-w.r-4el1TCIIT ee!.ea operated 

to Sift o1T1H•n• an a4'f8Jrtaae CJYer the llil.1tlu7 torcea 1n poet-ftr azolalta 

far c~· aooaa. lNt ~ 1a no roeaca •h7 thia ahnalft ioa 110. 

Sol41era, U.1l.are, IUld ar1JM111 coula, of om:ree, cter iniJ+..allllllt 

Plll"Ohaaa ocatreota l1D 6D7C:I:J8 ola~. The pr1Dc1pal haz:41oap to tbeb' part1o1-

116tica 11ea m the tact that theb' 1no~• are-~ lDnr thaD tlloH ot 

0~bla o1T1~, Thia 41a84ftntl«a, bowewilz, can Dll onro- '117 ottll'illa 

tbe ll1llt8z7 t- l.cllls·tal'll cCIIltrecte, '117 .u1J16 aalas thro:IP para •1 
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ott1oere, ohapl.a1n8, the Bed Crose, end tile u.s.o., end b7 IIBld:ns ool.l.eo\10111 

tbroush ])81l'Oll deduction•. 

ll;r reduo11'18 111011thl;r pa1!D8llta far the uniformed aerrtoea to balt the 

~ta required of oiT111ane, goods subJect to poat-war-del 1ver;r Nle OOIIli 

be broll6)1t vi thin re&43 reach of thoee in the loveet eal.ar;r 61-'ado•. '1'be &'1'01~· 

anoe of o01Diaa1~ for ealea and oollectiane vollld elllll1nate dovn pe,yllllllta 

and sin cert1f1oatee a cash value equal at all ' timlla to the fllll amount pnl.d 

in. Tb1e vollld permit militar;r persOIU'lel to bu;r certificates at lover Pl'icoa 

than oiTiliane. Treuur;y pa1!D8llts abollld be reduced to 1/} of the amount 

~le an civUian certificates to CCXllpen&ate for the -ll•r .-nmta aftll· 

ab~ to the Treaaur;r. But theee pa;ymenta vollld be added to the amount paid. ~ 

b;r the purohaaer in determining the oaah vo.J.ue of militar;r oertifioate~ qpan 

Mturit;r. Atter ~the Treasury ~nt, the IIIBrcbendise value at tlieN 

oertifioatee vollld be increased b;r ten per cent. The militar;r faroee would 

therefore get a better deal than oivUiana. 

So far u the battle eaa'net inflat ion is concerned, it h Just aa 

UHtul. to dinrt purcbaa11'18 power of militar;r peraonnel traa the current 

.rat for goode u to do the &811111 thins for civilians. The matter haa ~ 

_.. illporte.nt since the recent increase in the bale-~ of the nrioua t!&ht· . 
ills Mrrioae. This inoreue baa not onl;r added eubetmtiall;r to their pur­

obe•1'W power, but baa pro'f'1de4 a eurpl.ue be;r<nd the tra41t1oaal. lltcl41r4 fl 

•IP""41t- of .n in the re.na, traa Vbicb eart.nse can be 4ravn vttoou\ 

barUh1p, . Since the great mJarit;r of enlisted 1111111 bava no cl.epen4antl, till 

e4ditioaal. funda are lilcel;r to be reflected to a ooneiderabla utant 1D l.-r8'l' 
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u;pd1twM ot tDaJitAl _,,, ftbl. :rt 11'01114 pro~ 111 • 1loca- ... 

urtere.wd 1D mNle .... u.cdpUM, .. wU .. ~ • - tt llfta, " 

haft a plu lllll1all woal4 -.a P tM Wlt»o'•"• ot ,.not t11111r.,., fwo 

sooa- that tbe7 ... -.1oT 1D tile ~ PG'1o4. 

Beoaun ot tile 4Ut1011ltJ ot rn¢1 .. (111~ .u.ita7- sa 

torei6D •errtoe, IIIIGh -.n .Jioul4 be tat1t.l.e4 ~tile lonn pr1ar1tJ R• 

1t the7 enter ~ ~ lliT ts. wtthi:A au _. ot tile ild~ 

ticm ot the plen. :rt 'lfOIIl.4 - pl\1 ...... al.8o ~ 81-.. all .. sa • ~-

aerrtoea a 1481 OYeZ' o1Til1- '117 41at1Jip18b1Jas tlleiZ' priarltJ 7 

• u 

t1 Te aeeJIC7. 

Pranntg !1!f!oulat10D 

It ••- deeiZ'able to 41eooureae tile pul'OIIUa of ~ll'NI'T 

cert1t1oatea for t.11e P\IZ'l)OIIIII of reee.le of tile 80048 1I2I«D. ~ioD 18 zow-4. 

ll1tbout auoh reatraint tbere atsht Z'M"'l7 be a J.ar8e initial raab ot bla1ial­

lllent Plll'Ohaaee '117 baailleee entelrpZ'ieea or 1D41T1.4ual 1:at'Mtara 1D at1o1pat1oD 

ot tbe zoellal.e of aoo4a to ~oate llolden at a nblltaDt1al }ll'\ltlt 1D 

the poet41Sl' period. Thte vouJ.4 rbk s1rt,. a 11JI1te4 mwborP ot 1D41TI.dla18 

a IIOllopolletio poe1t10D 1D tile poet-nr tree ..rbt tor S£11'48 nbJeclt ~ 

pr1or1tiea, It VOU].d also m1n1w1&e the ~o ob,18Cit1-..a ot tM plm, 111-. 

ll1lOh l.arse•eoale purohaeee, 8Y8I1 tboQStll)&14 '117 ~·· '1101114 llllf!Da1rte4-

~be treated ae 1mee"nt• to be :tt•moed out of oapital ~t1-
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n.thllr tllm .. - as uwr. to- Jail Glib of···- 1m-· 
tM liNt- at pottDt1118 purollaHo tOtr rns1• YOQJ.4 appoco to 

1lo to 1Ja1t tbl _,....of pootoiC44ol1'N1"7 o.rt1tSoatoo which ocu14 bo t....a 

to U1J - i*ICD or OOiopcr&tial; -.oil 1*1.:11 Cll' 0Ql7Cir&U<IIl shovlll be able 

to 'bQJ CIDl,y - pr1Cil"1t7 o.rt1t1oato tar eecdl tno of aoo4o c-o4 b)' 'the 

JlaD 01' - )1'1CII'it)' oert1t1oato tar oaoh stiOh article CJIIIIo4 b)' h1a at tbl 

tiM of eaterrms tbl JIIII'OhuO OCDtract. SSDoo the Ul>>j1&~rat at ')1"1ar1t)' 

"'_,_ YWl4 be cODtl'ollM b7 tbe J'o4m.l. llosOI"''' Jllulb after the 1nstal­

~ ,.,_t ccatract IlK booD oa&plete4, the riea of 41soonrrr Ul4 at looa 

at )i'iCII'tt)' YWl4 pr®ab~ potwtt att.pts to acquire )ll"1CII'it1aa to lerso 

.-_..at OMre. 

Tho llm1tat1CII at Jlll"Ohuos to the nlllllkr at artiolee now owne4 

s- to bo the -t eftootin ~ of doalln8 vith business snter,risss vh1oh 

lliaht vent to bu7 o.rt1r1oatsa to replace their pusenger car flesta ar v1tb 

lendlarlo vbo a1gbt want to bll)' corttticatso to replace rotrtssra~. ato't'Os, 

- otiMir bouHhol4 app;Lianooa in dltsl11n,. owne4 b7 ~ While the JOl107 

at JG111ttms thoos vbo own a n~~Uer ct ploaoure care t o acquire an oq~ 

nu.Jier of priori t1ee lllif:lht be quests. one~. the number of euoh bu)'ara 10 not 

lilla~ to be J.arso and the aain1strat1va d1rf1oult 1aa 1nharant 1n _, sftcrt 

to 410tiz16u1ah betvssn buelJI&aa and J!Gr•aoal uesa voul4 •- to outveiab the 

da1rabll1V ct a further l1aitat1CII Cll PllrOhuH b7 tbooa vbo own .. tea:al 

oare far pare~ peraOilal uee. 

It hu bssn previoue~ •11680etsd tbat pr10l'1t7 oert1t1oatoo eboU14 
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be --ss-111•· !Ida - ~ DOt ~ to Jntwt )ouwq ••t!W\ 

the oollaterlal ftll» ot the OC't11'SO.te, Yh1oh WOIIl4 .sptwfq the ..._,, 

etteote ot the p1D'Obue bat alao to ptevwt the aoQ111ait.iOD ot olll"t1t1aatel 

b;r IIP8CIIIlatara. ODce ~t ~te lla4 bee OC1111Plete4 11114 prior1t7 

n\lllllerl W beeD ueislle4, it voul4 be 41tt1oult. to pJetent. QeOVJ&toN :rrca 
b\111118 u;p oert11'1oatee 11' tbe;r were then trwl,J Uli8Dable. 

0D the other Jllm41 theN voul4 &ppM%' to be DO reuOD to Jiletwt 

tbe reea1e ot sooa nliJect. to purobue, - 1t it were t .. ible to ao 10. 

People'• o1ro~M olwnp. In the poet.-w.r perio4, •- olll"t1t1aate 

holden will no lonpr 1l8llt. the goo4a to vh1oh tbe:r Mft olat. vb1le oUIIr 

psreoae wbo faU..d to p1D'Obue olll"t1tioatee will want the goo4a t.Mt. oUIIrl 

CtmMD!5. It woul4 be both foolbal'4T and UIIDOOOII&l'1 to tz'7 to liHJ 'llllleN 11114 

eellere a:pe.rt at this point. When good~! .are read;r ft1r 4el1nr;r, the penGD 

wbo hu acquired a ola1ll to tllea tllroush tore11(!ht and thrift •llwl4 be able 

to sell at a profit to 11117 periOD wbo then YIUlte tbe soo4a .are thaD the CII'1C· 

1nal. ~. It would aw-r tberetore to be ODl,J a • t ter ot pzutioal oOD• 

ftnieooe to pelnlit tree uesotiabWt;r ot olll"t11'1oatee after tbeir prial'1t7 

nllllben ba'l'1t been oall.ed. 

liT detarriJIB the uesot1ab111t7 ot olll"t11'1oat.M uatll tbeir ftllk• 

tion tar purobue, it •- lllllel,J tbat tbe denlopalt ot large IIP8CIIIlat1'1'1t 

holdinge oan be &Toided and IIDOanaoicmabll rel&ll prioee oan be ptetent.td. 

Iilatead of a oODOmtratian ot tree--.rltet 80041 1n the heD48 ot a relat1'1'1tl7 

ffltl enterpr1-, t11are are lllllel,J to be larp n•wberl ot pencu re&d7 to 

• 
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. 
!'roG~t ot 1Dol!!J!!eto :pa.zete 

'l'bo pl.aD ot w~t eell1JI8 tar poet-wr clell11M')' -~lotos -tho a.ais-ont of prioritr ni!Uore o.tter tho wt P1JWUt lloe been m4e. 

llhon tbo var on4e, nov poet-var-4ol.1 vcrr aa.l.oa voul.d bo atoppod; but JICilllentt 

m oxiattna oon=t.a vOIIl.d bo ooni'inuod. B7 tho tilllo procl110tion bQII 'tiO<ill 

ru.u.od and. atooka of ~ bllYO ' ?Oa.O n~ilo.bl.o tor rotc.1l. 41atr1but1m1 

llil.l.toqe of pnid·UJl oortittontoa boarl.ll8 npproprillto priori t7 nabon voul4 

1ort1J~to.o.tt1a ctu oxc~~c.nt~ud tor 8QOdB 1 it ooul.d bo expected. tho.t ~te 

voul.d bo ooaplotod.on otl!or oontrocta ana. o.441t1ona.l. pnid-up oortitiontoa 

volll.d bo iaa110d. Conaoq110ntl.y, 1natnlmont oontraote subJect to pc11110nt vbon 

tbo wr onda vOIIl.d sonoro.l.l.7 bllYO boon oOIIIP].oto4 botoro soo4a bc.w boooaD 

c.•to.U.olll.o tor doll YOrJ to those purcb.:ulore. 

But those oxpc;~totion.s voul.d not be roa.l.hod under nl.l. oirolmBtoDcoe. 

Sinoo PQ.1110Dt achodlll.os on soao oi vi lion cort11'1oCLtoa volll.d oxton4 tor aa 

lone ru~ 24 IICIIlths, 1 t ia tlll.l.T oonooi vc.bl.o the. t oi villon prod110tion llisbt 

bo roa'UIICd boforo tho fina.l. ~nt vru; duo OD 1111¥ oontr-..et tor tho pu'OblleO 

ot aiiCh oortiticntoA. A. aWlo.r at tu:>.tton colll.d llriao it corttrionto aaloa 

wore omll in ral..'lt.ion to prodw:tion cap::.oi tr. In t.ho lilt tor ouo pnid·IIP 

corttfioCLtoa al.sht be oxhc.uatod bororo ~nte hnd boon oai;Pl~ m nl.l. 

oonU"nOte. 

-~- • 
Regraded Unclassified



83 

Mote ~t leU. dtllaUCD or •UStvJ PI"''"' 4e, ... ,_,. 

mente vould be spread cmtr a 10118'r period. tbaD tlloee ot a1rtliau, . ..,_ 

tho11811 an u,ple nu.ber ot a1rtl1aD aert1t1aawe lllaul.d be aftf.l6ble to ~il . . 
pr~tion, •IIIIer• ot tile ll1lit&r7 torose vboee ~te 11M DO\ 1Ct "-' 

oo.pleted vollld be ent1tle4 to t1ie - priorltT ae ai...uiu aert1tloate­

hol4ere vbo entered idt&J...nt pgrchaee oootraate 4111'111e tiM - -til. 

J!or these reaeono, it ia D808III&Z7 to prOTide tor tlw i11uanae ot 

certificates and the aaeisnment of priori t;r ntllllbere to PIII'CbaNre vhoee ,.,. 

11111nte haw not been C<lllq)le lld. 

It ie propoeed that vbenewr t&e nuaber ot paid.-~ certitlaatee le 

expected to be1MA~wate t o ab~:orb production, tile hderal Beeenw loal'll 

should direct the Federal :ReeerYe Banke to 1netr110t Mlaa finanoe apnoin 

to tontard. accounts subJect to ~nt tor the 1aalllill0e ot oert1t1oatn an£ 

priori t;r numbers and to notif;r purchaeera to d.ieoontin\111 PIII!IDDte after a 

certain date . Acco\lllta vollld. be called. in ardor ot tile -t;l in which iutAl• 

.ent ~ootracte vera ontered into. Tbe purobuor vo\114 recehe & pu-tl&l·Joq• 

IIOnt certificate ho.vina a cash value equal to tho amo\lllt of hie p&JMnte, 

loea accrued delinquency oho.rgos, and a merchwldilfo ftl.ue ten percont sroater 

than i te caeh valuo. Priori t7 numbera vou14 bo aesi&ned 1n tile - V&J ne 

paid-up certificates. Tho ;partial•ps,yiiOilt co:-t1f1cat6 vC'.IJ.4, tlloreton pro• 

Tide the - priorit;r to so00a as pa.id-~:p cortific"te, but ita aalll ~ 

mere haM leo ft,luo vollld. bo leo a tha:l t.boao ot s;aid.-up cortlfiaatn • D1fter· 

onco' botveon tbe •roha.ndiao ftl.ue of partial-~t cortitlaatee d tile 

- 105 -
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. 
parobue pr1oe or 800411 tilt vb1oh thll;r are aohnr' would be aettle4 b;r O&lh 

,., te ar b;r arecl1t arnna-te. 

It 1• propoeed aleo that .Uitar;r aooounte be oloeed upon the die­

ohu'p or the parohuw froca the mil1te.r;r taroee. ~t reoar4e voul.4 be 

t~ to the h4trral Reeene llaDlal far the i .. UADCe of partial-~t 

otrrt1t1oatee. Thoee vbo reain 1n the mil1tar;r faroee and continue their l)aJ· 

-w eholll4 be notified vheDe't'er the Federal. Reeerve :Board ant1o1patee ooll­

inl pr1ar1t;r nWibere to vhioh the7 voul.d be entitled b;y virtue of the dote ot 

enttii'1JII their oontmote. The7 ehoul.d be given the choice of ocapleting their 

~tear or cbto1Dills portial-~t cort1t1ootee. 

- 106-
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All the ... .-Sal ·~t. 1A the plua ot ~t •ll1AI tw 
po.t-wr a.u'nl7 ••• - ...._ a-iw. ~ II1Aar' CllllfttSJII ...u. b&ft 

~t to be &Me4.. CQII .. twtlJ, it - •trallla at Wa posa to o,hte 

tile ~:~,Sot- ot the -'lwn1oo ot the plom b7 Na1r1J11 balr it -u nrt 1A 

FSOtioe. 

Let. 1111 IIQ4ertote firet to 4eeor1be obroaolo'61"lll 1A paen"IH 

t.ezw tbo "tN"1QIIO otope imolYocl 1A parob&eSJII tf1104a tar )lOR- 4el1.,.., 
- ~ to foll.Qw a tn1ool tZ'Imoaot1QII tllrcNP trca aPJ:Illoat1ca to ..U-r, 
tar 111101:1 ot tbo ftz-101111 p!IZ't1o1pant.. 

Il:letalilent cemtnaot. . 

Tbe' t1rot etep 1A the pLm 1e the •tsa1D8 of m ~t ocataot 

tor a poet..ftZ'-4el1't'er7 oeZ't1t1cato. Tbe 1A1t1at1n -.:, ,,.. either trca tile 

purobUer ar t1'<a a dealer. Since the plm eboul4 be liU't 1Jito ettoot nth u 

-.uob ::nabl1o1t7 u pooa1ble, a111 proepoot1Ye purob&eere ou lie apootoo to 

applJ to 4ea1era trca wlxa tbe7 ban prn10111111 -.41 parobaeN. After tile 

f1rat rllllh of euoh appl1o&Dt. 1o O't'o:", bm.-e't'or, oCDtn.ota are 11!101"0 lib~ to 

ar1H u the re11ult of eoUo1t&t1on b7 4ealere ADA their eale-• . 
Illetal.Mnt. oontraot.e ahoul.d be a4e 1A 4"1)llcato 011 !'oru eQllliocl 

to 4.e&lere 117 autbari&ed ea1a1 fiDaDce apDC1N. Tile fOlWI ebolal4 oCIDf- to 

4 lltandar4 }lreiiCZ'1bocl b7 the ~ederal Reoz:te Joori, Tbe 4ealc' ellclv]" b&w 
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the risht to ohooee the ll&lee t1Dazloe 11(!8D07 with wh1oh be preten to a..J.. 

'Diu, en atc.ob1le dealer Nllbls Oimeral Moton oar• 111abt obooee to ao 

'bu8111ee• With the 0euara1 Motor• Aaoepteuoe CC11porat1cm, mother Bale• t1· 

- 01........,, or With a 10061 'baDit, ~ded that eaob ot theN 11111t1tll­

t101111 bad qua1U1ed With the d1etr1ot J'llderal lie_... Jlmlt, 

n. ocmtraot tana lbould s1" the - at the % Dlq vhiob 1•~ 

it, It ehould proT148 ~ tetr reo~ the date, the- IUid a44NN 

at the dN' ar, the - IUid W.1Jw11 8114 ha. aAareu ot the purobuer, the 

- 8114 umu ot a 'bemt1o1ar: .4 at a ocmtin8ent 'bellet101U71 to ¥IKa 

the oert1t1oate vw14 mart 1n ouo ot death, It llbould 1n4.1oato the k1n4 

IIJI4 denm1n.et1cm at oert1t1oate IIUbJeot to purobale IUid the date wilMa ~ 

~<abaNr wiebed hie l)4lllllllnte to oa. duo, 1,e,, the ~oth. 20th, or }Oth ot 

eaoh 111011~. :laob P11l'Obaeor ehould be required to etate that be vilbee to 
' . 

b117 the S004e tetr liN and not tetr reaU., and .be llbould be aalced whether be 

hal entered a preT1oua ocmtraot tor the - ldn4 at oertU1oate. 

A eeparate ocmtraot eboul.d be made tor eaoh eype ot soode. :But 1t 

the purobaar vilbea to b117 aeftral autmobilee CJr refr1eerat.ora or piiJIOa, 

theM ebould be ooftl"ed b7 a e1Jisle ocmtraot. In IIUOb. ouee, t.h<• appl1oent 

ahould be required to etate the nUIIIber at auch goode vh1oh he Y'l'o'lll~lJ OIIDII 

and the liN to vhioh the7 are put, 

At the tiM at eaon1Jis the contract, the P11l'Cbaaer vould .a a 

down-~t, Tar71Ds v1th the denm1nat1on ot the oert,1t~-cate, and 1J1t a 

receipt traa the dealer. 1!11 deU.r voul.d lceep the dovz:.-PQIIIOnt aa hie 

1n1 Ual aal" o<llllll1ae1on, aolalowle4p 1 te receipt em the ocmtraot .fora, 8114 
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oea4 the orts'•' OCIP7 ot tbe c.outawt to tile al8e t·:~• -• • ...,.., 
Coo~t8 v011l4 'be f~d 'b;r thlt MlM ftvr ... q~~~Gille tc, tile 

red.oral Reaene Jlullla, •vbllre the;r voul4 Hn1l f011r lJIII'POIIM. ~u-.,, tht 

v oul4 provide atat1at1oal 1Dtonat1oo oCIIIOern!Jic the lllltl'berr ot ftl'1- tnae 

ot :;~oet-var-delinrJ' contraota that bsd 'bMD exaoutad. Peri odic pul;!!uat~lll'l 

ot totala 'b;r t:rpee of soods &114 'b;r arau vo\114 'be lilatl;r to ett.ulate f'.ll'tllllr 

lllll'obuea, dnoe it vould reaind thoee ,.ho bad not enterect .-.aoh coatnote 

ot the grovinS number of prior clailllll to J~C&t-var gooda . SeoODd, tbe;r 1101114 

reve&lllurcbuoe trao1 eenr> .• dee.lera, thereb7 preveDt~ za:ltiple ~JI8 

!or •lleolllative purpoeee. Th1rd1 the7 vo\114 prO\·ide proteotiCIIl ..,.wt de· 

talcatione b7 ealee finance ~iee. lt•owledp ot the nlll.ber Ul4 '1&1\ll ol 

aooounte eubjeot to collection vct:l,\ pe1·mit the J'ederal Ronne :ilank to 

aBSure the.t the aD\O'.Illt of the llon<4 or of eAorow eeouritiea~i• euttioient to 

cover the liabi lit;r of each aalea finanoa aseno7. T.ransmi&lic.D ot oantno\1 

could be entoroed b;r 111111tin8 the initial t;UAiltitJ ot ~t 'boob hnllllle4 

to aalee fine.uce ase=1ee and b;r aendinS ad~iti0111>l 'bool!:a ODl;r u oCIItreotl 

are reoe1Ted. J'ourth, tte;r cO'.lld ~ uaad to teat oolleotiCID!I. U ~e~PU 

fl-ea an)' ealee finance asenc;r ahould tall aublt&At1al.l:r below ant.io 1pt.t i:u 

beeed an ita oontre,t;a 1 the ioauiJI& ~1 a:, either be vithboldtJII tiiiiU ar 

fa111DS to follov Ill' delin~l!enciee . In either oae~, action b7 the Fedoral 

Reeerve Bank v ould be called for . 

Colleotiona and tranafl!!ll of fl•nda 

The ealee tiD&ulce aseno1 tll&t receival the coatraot trca the c1aalc' 

• 
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voal4 s- a A t lloot to the purcbuer an4 opeD • lellpr' aooOUDt tar 

Ilia. ~t 'boob lhoul4 be printed tor each lr:1nd and de:tCID1!l.nt1on ot 

oVt1.f1oatl. The7 1bolll.d indicate the detee vhen pa:r-nte are due &Ad con­

tain o~ 1l:ow1z18 the UOII!It ot each ~t. The7 ehoul4 SiTe the lli<:2S 

Ot local oolleot1co ~1M to vll.ioh oaeh pa;pment can be lllll.de and the n.:.!llol 

ot the Rlee finance 1188M7 to 1(h1oh ~te can ~ made onl;r throush the 

•11· The Rlea tiD&DOe aaencJ voul.d eend the pa,-nt '~look to the dealer tar 

del1ft17 to the p11r0huer. 

It ~te are made 1n cash, the purohe.s~r vould ta.ke hie pe.;yment 

book and oaeh or a check tor the pe.JII*lt to one of the local col.lectico 

aa-1ee ~ 1n the p8.1K!lt book. The oaehier voul4 acc:.rpt the paJ]Ientl, 

etlliiP tbe detl 011 the c~ and stub, initial the etub, and tee.r out the 

00~011. The local colleot1011 ag«noJ vould record the aerial numbers and tor­

Yard the coupone to the ae.lee finance asencr vi tll 1 te cbock tor tho total 

ftl111 ot OO\QOD.I reoe1Ted1 le81 colleoti011 teee. The coupon.e vould than bs 

•aae4 b7 the 181u1zl8 1188M7 to post to cuetom..re • acoounto. It pa:ymente e.re 

•de b7 •11 or IIQleJ order 1 the coupon ehould bo mailed to the ealae ti.MJlC• 

1188M7 vith a check or WIDI>J order tor tho pa,_nt. Acknovledpmt ot e·.10b 

~ta could be a4e 011 a p8Dil)' poetce.rd. 

Sal81 fizlo.noe 1188M18e vould maintain a le~4Ser account tor ee"b 

purobuer, The7 vould. •end delinquent noticee to purohuere vboae ~tl 

were wo veeb paet due. A eecODd notice can1ns attention to -clle proTisiOII 

ot tbe oaatraot tor del1nQUAIIOJ ohe.rgeo and tor the deter.nt ot pr1or1tiee 
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.boU14 .. .-t two WMllll la~. u ~ bu DOt ..... IWe1ft4 liT tile ... 

of a t\lrthlll' tlro-wMb par1o4, tile IIOOOIIIIt &haul4 N Nfeft4 to tile ..._ 

tar fiD:'thG' .alN atfart. It a18bt N 4M1ra'ble to PI'OY1411 a- of &4Jut-

1JI8 oOiltraoto to lovar oert1f1oate ftlUH vbal: &tfi P'll'Obuara tmt tu.alft& 

Ull&ble to keep up their ~ta. 

Local oolleotlOil aseaotee vou14 traaater f'IID4a all4 o~ to 

1••~ aeeootH veakl,y. Prea~~ablt each local 'oolleot101l ap1107 voul4 tal 

vith a m.aiber of &&.lee f1mzlce apao1aa. OQil&etiiiiDtlt, 111 Jll"'IPU'illa tileU' 

""kl.T report&, ooup0118 ahou14 be aarted and aer1&1 m.ber& l1&te4 bJ the 

name of the &&lea fillluloe ap1107 ata,ped or pr1Dt&4 em tha b&ot. 

l&oh &&lea fillluloe ap1107 ahou14 report ~~~mthlt to ita h4-1 h­

eerve Bank or branch, ahoviJ18 the total &11011Dt pa;,able that -th Clll ftl'1011& 

t1J)ee of oert1f1catee, the !~Blunt of ~ta oollaote4, an4 the -t of 

oCIIDielion.e v1thhe14 b7 1t for 1te own account and for the account of 1ou&1 

colleot101l aeeno1ea aDd dealer&. 1(beD wta:a-t ocntraote ban beD oca-

otarsea coll6ote4 Ul4 tba -t v1thbel4 for o0&111e&101l8. A oh&ot for tile 

IIIIIOUDt oolleote4 1eH o.-111&10118 v1thhel4 abould aooc:.pu11 til& report. 

Tb& .h4eral lleeene BIIDb vou14 ora41t receipt. trca .ale& ts-a 

aeonotea, le .. :their own cCIDiiulcne, to 'a I}Mioial ~-var-4el1'N17 aoo01111t 

1n the - ot the tblted state& 'l'reuU1'7· The BIIDb vou14 &&114 DOtiiiH of 

Credit& to that 6COQ\IIlt to the &PJllvpt iate otf1C1&1& of th& !'r&u1lr7 J)&jiU"t-

' 
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•~iee ot tbe IIIODtlJl.7 10port1 ot ee.J.ee fiDIDoe aa-iu aa4 ehow1ac ~ 

UOUD't are41te4 to tbe aoOO\IDt ot the Treeeurr dar:lns the IIODth. 

tHben ~te haTe been O<D!lleted an llll7 inatalli8Dt oODtraot, tbe 

eeJ.e• fS!!N!oe apnQ7 would oelcul.ate tbe nllllber ot del.1Dq\11111Dt l*1MDt ~, 

II total del1D9.\IDC1 dose not exceed the e;n.oe period ~, tbe 08l'4 

llholll4 be :arl:ed with the priority nlllllber a:wrO'Ol"iate to the date ot entX'7 

into the 1Dstttllllent :purchase cantroct t.M. sent to the Federel. Reeen-e :Bellk or 

breDob. II deUnquen6;r ex:oeede ·1~ grace period, the &alee fiDIDce aeenc;r 

would ccapute tbe del1Dq1111nc;r charges and not ify the purchaaar that tbe;r IIU8t 

be :paid before e. cartitiaate can be issued. •.'ban too delinqueno;r obarse• 

baTe been peid1 tbe ee.J.ee fiDance eemc;r voul4 send th!! card with a defeiTecl 

priorit;r aeeS~t to the Federal Reserve Bank, Tbe dealer' a ae00114ar;r 

oc:.aiedona would be paid per1odicel..l.¥ or lqlOil ccq>let1on Of ee.ob 1Dstel.lllont 

. O<llltraot • 

t7poo reoe1'1'1n6 tbe ledger cerd the Fedaral ReaerTe Bank abo\114 

obeolt tbe cal.cul.atiCIIUI of del1nq1l1Ml07 cbe.rgee aa4 the prior1t;r nldlar. II 

tbe delinqwmo;r cbar(!ee were inaccuratel;r calculated b7 JDOre, t!l6n 10 centt, 

tbe 11&1•• finan(\8 aaency lbould be re!!_uired to llllloke appropriate a4Juetllllnte 

with tbe purobaeer , II the delinquanc;:r cbarc;ee 8n4 priorit;r- aeeifp:lMnte are . . 
aoo'lll"ate, the Federal Reeem Bank woul4 i881111 a po.t-w.r-deUwr;r oert1t1ca~ 

ebow1ns the kind ot 80C)d.- subJect to !>urchaae, the d.en<-1zwticm ol the 

owt1tiaate, and the nllmB and aMreea of tbe purobaaer aa4 h1a oootSnseDt 

'bcet1o1ar1ee. The cert1tiaate llhould 1ndioate 1te QUb w.l.-~- 11114 

after it. :pr1orit;r nlllllher bad been oe.lled. A ~~~~~onutaoturer' • oredit ooqpcm 
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aboul4 be ettaohe4 to tbe oert1ficate. 

The oerttli~te '1101114 then 'be eeot to tbe 4eelv tar Mllft17 to tile 

pun:l!Uer. The Ualer 8houl4 requtn tbe puroha.c- to e18D tM oert1t1oet. 

10 that hie counter-e16Mture can be ~before 800411 ere 4el1'N11"114 1lbeft 

the certiticete 1B pre11erited in exohllnse tor 800411. 

Del1T!!7 of' good! 

Wherl prod.uction 1a reaUM4 in the poat-nr per1o4 the J'e4eral Re­

eerTB Boe.r4 voul4 authorize tl .3hi];DIDt to 4ealare of initial 1nftlltcrie• ot 

Soo4e eubJeat to priorities in eccor4anoe Yith e:Jl1 eob•r propoH4 b7 .anu­

tacturar• Yhioh appeare equitable. The •tbo4 ot diatributtns 1nftlltcr1M 

ehoul4, hoYeTIIr 1 tala! into coneidarat1on the sece:raphical distribution of 

poat-nr-del1Ter7 oert1t1catee and the tt.. req)lired tor tranllportlltton trc. 

the point of prod.uction. Arter the initial 1nftntol7 hae been d1atr1but.d1 

further eh1];111Dte troa te.ctoriee to dealer• llhould be pmaitted 01117 to re­

plece 800411 deli'nlred on poet-var-4el1Ter7 cert1t1cetee. 

Ae •oon u an initial inftntoQ, .~t larser than the ~ ot 

bolder• ot prior1t7 nlllber 1, hu reached dealere in all parte ot the coantrJ, 

the J'ederel RellerTe .Boer4 voul4 declare cert1t1catee beerin6 pr1or1t;r nlllber l 

to be Talid tor obta1nin8 del1ftr7. u the nllllller of IIlilCh pr1or1t7 cert1t1• 

oatee ehould be exoept1oiul~ large, the ole .. could be d1Tide4 b7 oallinl! 

onl7 nUIII'ber 1A cert1f1catee, 11 e., thoee eold to •n 1n the a1l1ter:J fcrcM. 

The next priorit:J nUIIIber ehoul4 not be called until additional fecto17 pro­

duction had equaled the total n\llber of cert1t1cete• bearins thllt pr1or1t7 
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nWibc', ~. \he censns ot noo .. e1n ¢arit7 mabera t~ ftl'loae 

t.ne• -oalle Uoul4 be Ut.C'11111e4 b7 the TOJ..- ot procluot.ioa 84 117 the 

n-.. ot oertUiOAtee beeriJ1S t.hoee pl'iarit7 nwben 1n each f1el4. Allow • 

..,_ ilhDIIld be ma4e t~ theM who Will poatpone taking deliTel'T ot ~ 

eftft thousb their pr10l'it7 nlllllbera haft been called. IImmtor;r and price 

an 1h ehould be w•tohed caref'ull7 and etsbillzed b7 epeed.ins up or elov­

ins 4olln the oeJ.l or pr1ar1t7 nlllllbere 1n relatim to production. 

TIM poet·var-d.e11Ter7 purohaae Will have been ocap_Leted. vhen tbe 

oert1t1oate hol4er baa eelecte<l, and a dealer baa delivered, &ood.a or a epeo-

1t1o ..0 and ~1 1n tiM pl'ioe•olaee OOftre4 b7 the cert.1t1oate. Tbe pur­

~ voul.d oountereiRD the cert.ifioai'., 1n the d.ealer'l! preeonoe and bend it 

to h1a 1n ~t 1n the - v~ as he voul.d tender a traveller's oheok -in 

•mlW"6'1 tor a purchase, The oert.itioate voul.d be accepted at ita f'aoe Telue 

b7 the dealer in tul.l or 1n partial paJ'IIIIInt or tbe purohaae price ot ,the goo4a 

11114 the purohaeer vou1.d ~ &117 beJ.ance due 1n oa4h or throush a sales r~ 

o~. U the tace value or the oert.1t1oate ehoul.d exceed. the retail pri~ 

ot the~. tbe cut~ voul.d be entitled to~. caloulated. oa tbe 

bade o1 the cash ft.l.110 ot tiM UIOunt '117 vhich tbe llllll'Chandiee value or tbe 

oert1t1oat.e exoeed.e the purchase w1oe ot the eooda· The deal.er would clip 

the unlltaoturer' • or.d.it oou;pcn and forward it to t :l!AI wholesaler, Jobber, 

or unlltaoturer t:raa vh<lm be purohaaed gooda ot the t,-pe eold. Thie oo~ 

would proTide dealers not onl7 vith the meana ot obte.1nin8 e.441t10Dal P. 

to rephoe thoH deli ftre4 1n exohanae for oert.ifioat >I but allo yith a 

ond.it IIWNDtins to ' percent ot the retail p~ }.rioe ep1net 
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111• supplier'• 'b1111"8 tar a4diticaal (p)Oda , 

Tbe -iuder ot the oert~ioate voul4 Hn. u a ~ 110M 

.,turill6 vitll tile cellinS ot its priority ni!Dber. Tbo cl.eoler voul4 .are~ 

depoe1t tile oertitioate, proper~ oountoro1Gle4 'b;r the purollaaer aD4 8ll4onet 

b;r the cl.eoler, to tbe credit ot hit be.nl: account . Tbo ledNe.l l!eiV'fe Ja11b 

voul4 honor properl.J' endoreed atured oertiticatee at tbeir caUl ftlu. trca 

tunde eupplied 'b;r the Trea1111r7 to •et each ce.ll. ot priori t7 nlll'bera, 

A t zpioal trensaotion 

The essential e1mpl1c1t;r ot the plon trom the eta!lllpolnt ot 1D41Y1 

dual pert1o1pa.nte cap reedllJ' 1:e !llu.etratod b;r tollovill6 tluocdl :pe.ne ,.,.. • 

the buyer, eeller 1 ealea tinence 8f>811071 local oolllct10D la-7 aDI1 ~ 

Reeene Bank would pla;r 1n a t;rpical tronaaotioo. 

Let ua take, ror e7.1111ple 1 the purcbaeo ot a :i11000 e.utc.>bSlAI o~trt 

1ca.te rrcm a DodGe dealer 1n York, PennorJ.van1e.1 dur!ns till tiret -tb ot 

operation or the plan. The dea.ler, who baa ouatccar1~ ao14 hia SutllDDt 

sales contracts to the CcmDIIro1al Credit ~~ v1Bbee to 0011t1D1111 thU I'll 

~ 
lot1onab1p. So fl. uaee tho nppl10&t1on rama ot that 00"'4)"'111 vbio!l bu 

proTiouelJ' qualified ita nec.ree<; brc.nch otrice at BarrillburS with till :rea.ra 

Reeene Bank ~ Philadelphia. The local collection e,senclee 1n York an the. 

poet office 1 and tile local ott ieee ot tho Jloll TeleJ.bcme ~~ ot l'cmql• 

vanie., the \~eetorn Ubian and Poatnl Telearcpb C<JIIpUiilll, the Penn c.atnl 

Light and Pover CCIIIIpll.llJ', and tho People a Gaa Coii!P"n1· 

The purcbaeer • a pert 1n thia tre.noacrl;1CIII ie 0CIIf1ned to a tn fti'P 

· W -
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e1Jia'1e ~81 

1. lie pe,ye $10 iovn') e18ne' the i netelllent pJU"Obaae contreot·tor a 

fl,UOO eut0111l:lb1le certU1oate celliJ!S far 22 ~te ot: $4' eooh; nan h1a 

vUe and eon a. bene'hoieriee; ani el~CU to •b ~te on the loth of 

ea.ch .:~nth. 

2. On the loth of the follovins .:~nth be •ltee hie firet pe:pment 

to the Bell Telephone office; bringins vitb h1JI the p~nt book vhioh bee 

in the meantime been del1Til'ed · bill bJ the dealer. 

}. Be IIBkee 21 eddit10nlll pl',.nte--ten on the due date; three 

tiTe 4.81• late; tvo tUteen d.ft1e late; end eix a .:~nth lete, ..,,. rtrtue ot 

eldppl.D6 a pe)'JIIImt which tell due 11h1le he vee on wcation 

~. Soon etter the laet iDetelment bee b een peid, be Gete a notice 

trail the Co_.cial Credit Corporation thet there we e total delinquer.c:r 

in hie account of ~ J)II1Dient d.ft1e tor vbich there 1B a ch&rse of $4. 00 and 

e priaritJ det~t ot 1. Be pe,ye the delinquer.c:r ch&rse to the Jlell 

Telephone office on hie next pe)' dB;y. 

5. Tvo 'I(Hlte later the Do4E;e dealer deli Til's to hill a proid·llP 

certificate tor en automobile, having a morchondiee value of $1,100, o ceeh 

'nllue at llllturit)' of $11000, e:odan interilll vithdravel value of $~5. 'l'be 

certUicete beers pr1orit:r number 2. The dee.ler baa hilll a16Jl t~a cert1ticet.e 

end varna hill not to countersiGn it until be 1a rerod)' to take deli't'er1 of 

the car. 

6. When the federal lleaer't'll Board llllturee the oertUtoete b)' 
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'f&liclatiDS priori~ •• '•rc" 2 tor ,...-.., • ~ • ._ • o1 

~ u4 J104ela vhioll the 1lclar4 U.t. M MSIIIUI the prioe-eJ•r•• .IOta .. 

b;y a $1,000 oert1t104lte, While ·tbe J)lll'Obuer 11&4 u II1Ji4 - ot the _.. 

0 xpon.1ve Dodpl vblln be purol:iaee4 the oert1t1oate, ~ - pretwoe a CJirlrolM 

vbiob eelll tor $850 del~Til'ld• Be OOIIIltel'll~ btl oert1t1oate 111 the pi'H• 

enoo. ot t))e 4oaUJ: and reoe1'1'11 122'7 ,2.7 1n oballae (the ouh 'l'liJIIe ot the 

~0 oti:!!teriJlOe between the ll8l'Obu411e ftlue ot the cert1t1oate 11114 the piiJ'· 

cbaeo price ot the autc.obU.e). Be 31'1'1'11 the 04lr Da1 11114 the trur-

aoti.On 11 oc:.q>loted. 

Tile Dodge d!llllor'e r..rt 1n tb11 treMaot1on ie pr!-.rl}T - ot •· 

pla1zWl8 the plan to tile prospective purobuer &114 1ni!Uoili8 b1a to •tv a 

11oot-var-doJ.~ver7 1neta~t o011tract. Be oolloot1 &114 u.p. the ~ ._ 

pa7W~nt ali a oaloe c<alieeion. It the purcbuer bad dotaulted, the 4lalar 

vould liave been OltPIOted. to atteza;pt to 1'11111 bill on the doa1rab1lit7 ot 

cC~~Plot1J16 hie contract. VbiiD tile 1nft.el..,t contract bu ~ c~ Cll' 

' 
at epooitiod 1ntlrftle1 tile dealer ,v oul4 recein an add1t1oaal al.M o-sa-

el.on totalin6 $1.9 .SO. 

Tile dealer aleo pertanu a nllllber ot rel&ti.,.lT a1nar aia18ter1al 

acta. Be Uliete the purohaeer 1n t1llln8 1n btl oontrao.t eD4 'tarvv4a a 

oop;y t-o C~o1al Credit Ccapan)'. When tho ~t book 11 rooe1n4, Ill 

d&l1Y&rf ·1t to tho purchaser· and expl&iiUI ite ueo.· ·AD4 vbell tlil peid•Q 

certificate ie reooiYed, be doli'l'lre it to tho purolialer an4 explainl the 

Purobuer'e rishtl and pr1Yilesee under it. 
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fte JC"' fl tJ1e ,.11 ~lepbgDe C I F 'IT aftioe 1D tbia VU!aotiCIII 1a 

pure~ •obaliaal. It baa 110 1Dter .. t 1D tbe 148Dtit:r or perfGIW.IIOII of tbe 

p1IZ'Cibeaer. Itl tlmoticm 1a .ole~ to aooept tbe IK!IItb~ ~· of ~with 

tbeil' u.at1.t;r1Ds ooupciDI all4 to tftllait IIICIIAI7 all4 ooupoa~ to tbe Co 1 c1al 

OrecUt Ccillp"V, It receh .. 7 oent1 a :pa~, or a total of $1.~, ae oca­

oeru•t1CIII for tbil aerY1ce , 

'l'be C< rc1al Credit C~ IIU8t do a nu.ber of tb1nsa before 1t 

11 rea4,y to do bu.eineee, 11rlt1 it .-t qualib ita afticee vit.b the appro­

priate J'ecSeral. :Reeene Janb b;r ebovins that tbe:r _.. ensa&ecl 1D filllmctng 

inlta~t ealee before Septaber 1, 1~1, end b;r •etf.ng tbe req~ntl 

with ree:pact to a bCIII4 or eeorov eecur1t1... Seo<llld, it IIU8t prepare cCIIItraot 

fame biNd em tbe J'ederal. lleeene ~·· modal for d11tr1but1cm to dealers 

vboM oolhct1cm bua1neee 1t viebee to eolloit, Third) it -t -.1te IU'l'IIIIG8" 

.nte for aaab ~te v1th local collection ll{tenciee 1n the c~1t1u 1n 

vbicb it cb-• to 1011c1t dealers• buaineu, 

'WbeD tbe ~tract 1B receiftcl. b:r the C~o1al Credit ec.:p&v'• 

Bl.rr1eburs office, it i111ue1 a pa1MJ)t book end sends it to the Doase dealer 

1n York for d.el1TBr;r to the purcbaeer, open.e a lecleer aocozt for the pur­

cbalel'1 and HD4a tbe application to tbe J'ederal. lleeern Bank of Pbilad.elpbia. 

'l'bel!. OOQpCila all4 ~te are receind traa the telBllbcma ocwp&'V office, 1t 

entere tbe ~te 1D t!Mi purcbaeer'• le(l{.'er ac001mt, end tranait•· tiM ta.ce 

ftl• of 00Qp01la1 leta ~. to tbe J'~! R~aene Bank of Pb11ad.elpb1a. <kl 

eaob OOIIpCIII of $14,, the ec-rc1a1 Credit Canpan7 would tranait ~,.~ or 

tl·'' leee tban tbe ftlu.e of the OOIIpClll, or tbe latter - 90 oent• would be 
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ore41te4 to tM 4w1 ... , 7 -'• -a ali'M4r 1laft 1IMil w1"Wt liiJ U. \ele-

pbooe ott1oe, and tl. rzn'n1ns :58 -te woal4 be rwta1De4 liiJ u. Co o1a1 

cre41 t Ccapen;r u OCIIJM'"•Um tCII' ita acTtoea, 

The Co roi&l Credit CC~~p~J!;J' MD4a notioaa ot 4el1nquaaq, 11114 vlllft 

tbe tin&l irultaJ.Mnt hu been pa141 it OCIIIpiRII tlw nllllber ot de~umt N-
' 

111111nt aat•· stnoe tbe dellnquenor •-de tlw sreoa per1ot, it ~lltea tile • clelin9.\lllll01 charge en4 tlle pr1C11'1~ penalt7 and notitiee tile p1IZ'Ohuer ot 

both. When t1. ~.oo delinqwmq oberp hu been oolleote4, tbe 1e4pr CIC'4 

v1th a priC11'1t7 nllaber aea18ned 11 eent to tbe J'ederal ReHI"ft lllmk ot 1'111la­

clelph1a, toptber vitb tbree-fourtba of tlw del1nQ.11811101 obai'p, Tbe c:--otaJ 

Cre41t CQ~~~p~nT vould retain the l'W'CI1n1:ns tou.-th ot the del1nquenc7 ollaqe, 

leN the 7 oent oolleation fee ot the tel.e)ha:le ~ ott1oe. The relpOII81• 

b1l1t7 ot thit C~oi&l Cre41 t OCII\P&II7 toward the tranaaotion voul4 "'- t'lll• 

t ·1lled 11hen· it hu tranamitted the t 1Iul cca111 .. 1on to the cl.ealer, Ita totel 

c~uation tCII' ban"111'16 the acOO\mt vould "'- $9.29. 

The dealer vbo dellvera tba Che1TOlet automobile 1n·the poet"'WW' 

par1o4 al.ao pla,J-1 a pert 1n the transaotico. Be 41~-. f.be oar 11114 deli,_. 

1t 1n e:rol!enge fCII' the OO\mtere18ned oertitioate toDd . .. caah re"'-t•. Be olipa 

the llln:utaot'!rll''• ore41t cou;pon end lllllde it to the taot017 brenoh ott1oa ot 

tbe CbnroJ.et M0tC11' 0~, The Oour<Xl entitlee h1a to del1VelT ot In &441• 

t1~ and to a C11'141t of a speo1t1e4 peroent1181 ot the retail pur• 

0bue price ot the oar delivered, Be depoeito the reainder ot the oert1t1oate . . 
1n hie bank &OOOIIDt, when~ it 11 ~ted at 1ta oaab value. 
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n. :pert Yb.ioh the hc1enl. ReMl"'"e 1eDk ot Philaalllp!Ua pa,. 111 

tb1B tranaaot1on eJ.ao 'besina 'betare the poat•,.r•4llllftl'7 oontraot 11 &1$114, 

It Mlecte ealee tinlmce eaenctee 8D4 locsl coU..otion eaenotea 1n ao~ 

Yitb atan4ara. eatabliehed b)' the h4are.l. JIMerft Board. It printa ~ 

boob tar 41etr1but1on to aalee t1nanoe ~ciea. Tbe llank mintaine lt-:~'1' 

aocou:ote tar ae.l.ee finance eaenc1ee charatns eaoh eeenc7 with p~t boob 

ieeued and anticipated oollect1ooa· 8D4 ore41t1ns it Yith c6lleot1ona tr&lll· 

llitted. l• 

Vben the contract torvardad b7 tbe Dodae deal.or 1n York reachee the 

J'edere.l. Reeerre llank at Ph1Jedelph1a1 it ahould 'be tiled alpbabet1oall,r to 

411tet'llline whether the - pereoo hila a~lied tar a441tional care. libllll t be 

oc-.pleted leds&r card ie rece1 ved trcm the 0CIII!IBl'o1e.l. Ore41t Cqan,y 1 the CC!'d 

ahould be audited and the o.J.phabeti~.l tile aa&1n eb.ecked tor multiple eppli· 

co.t1ona, H the reeorcl 18 eatisfactor,., it 1oauea a paid·~ eert1t1cate tat 

a $1,000 autcaobile which ee.rtitieate 111 eent to thl> ~ dealar tor 4el1'N17 

to tb.e purchllaar • 

wnen tb.e certificate ie tinallT exch&l)8$d tor a Cbovrolet av:~c.lbile, 

llll4 tb.e dee.l.ar hall 411poe1ted it witll hie bank, the Federal :R~tael"ffl Beuk ct 

Ph1ladelph1a acoepta the certificate at ita eaoh va11.11, ore41t• tbat eva to 

&000\lllt ot the bank llhicb forwarded the certificate 11D4 chargM tba aooount 

• ot the Uo1tea 8tatee Treuur,. Yith the vitildrual ot the 5:Sllllll ..:>\lilt. 
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c IIIIUTi!S OF llOlRD lo!S'•'DIO 

Deceaber a, J.9t.:t, u.011 A.M. 

B&.at V!.na, Whit. &o.a.oe 

!'resent: Tbe Dinctclr (Proaid1na) 
Uisa ?erkine 

' 

Ur. Sllit.h 
i.lr . MC:Iutt 
Mr. Green • 
l:!r. Flar.ders 
!,lr. Bell (Actin!! Secretary or Treasury) 
Ur. Hill (Actin& Secretary or Agrtcultuxu) 
l!r. Tv,jlor (Actin& Secretary of COLll.lerco) 

92 

1. Ur. Henderson d1sC\lS$ecl with tho BoiErd the proposed rat10111n& 

ct canned foods , doacribl.ni the proc~a which bad be:.> a.treed upao. Jlt. 

liO!'.o•r•on s tre38od tilo necesait:r ot tral.niJI£ reta.U clistribut.ors !..a tiM ..,._ 

c!wn1C8 of point ' rationi.nc , with ita O:.CCa.>;><UIYI.ni sch0110 of rnt i alled hfiDkinl• 

Tho quoat1on was rais ed wbath~r lloel'll.illi wua not a tinulat-'<1 by 

odlllii\CQ O.MCunCOI>Ollt or ~uch rati<>ning pr<lfll'lUG· ~tr.· Henderson rwid no, 

I 
po.rticul.lr :cy 1f t h9 prop9T <.ppecl_ WllS DM8 to tho public. In YJ.OW or tbe 

foet tl'.~t t ilu procossorp nnd distributor~~ Ollat be tnnl.Uulzed !..a adV!:Ilce 

dt.h ;>oint r.t101lin&, rwx>rs and •J.eo.ks" ~ a:WOs t cor~ r<>-~ch U:4 

!'lbHc, tbureby a U..,.W.t1J>& hOIU'Ciinc. In order to a top such runs, !.t will 

l<lcreby :W>c~n& tb• pros!AU'il of public o,,!.nJ.o.l tocnlnat tG<> t,.,nci'''"'7 to llo<;rd. 

f\utborcor e , Wr. Heuderson st.lted, 0,_..., will be rO<;u.i.rtod to declaN tbeir 

• ' I 
• toc;cs or CCJU>ocl ioocls on h:l.nd, ond tbos~ atoclo.a vlll be doductod froc tho in-

<tinduol 1 
• c..Uoto'!'ot. 

\n o Oir.ctor IUII•stod tbl<t, pw-t~~ly in Ollllll cOiit:Uiitins, it 

~<>.o...d b<o ciosi rnble to un ~ acboola , c.nd 081...,1.ul.ly tho hili' school studlllU, 

to us tat ' ~t...Uct-a in e.>ecJdD& inftlltorie& en<! tUUnc out tho ooceassr:r torr>a 

In tCI!IIoction •1 tb """ rot1ca..1D& procaduree. 

- l -

Regraded Unclassified



• 
93 

( 
- 2 -

' 
2. Tho Director autoci tb&t, in view or th• preaent dU!ieul.tJ 

expor1encod by m.u~rs in obre.inir.6 treo llhe&t tor doMetic flour conS\IIII)t.ion, 

~· ,., praparcd to cooperate •rl.th tho Pride Adadnietrator and Secrete.ty ot 

Agriculture in mooting tnis sit uation. Act ion to bo talcun >10uld include an 

incrc•<'• in tho proacnt flour coilingo, tog<ltt\or with a progr~ of economics 

in tho distribution and bak.in;; of bread, designed to absorb those increases 

a.od thus ~o prevent any increase in the pricu ot bread. Thu iucr..aaed coiling 
• 

pricu or flour would porudt t he millers to purehuo whc.at at a price approxi­

::lltoly 90.' of parity, and it 1s believed that thie price 110uld attract enous~> 

wtl .. t to IICet tho nc~da of the !2iller industry. 

llr. Hondorson expressed comploto will1nj!71osa to cooper .. to in such a 

prcgra..,., but doubted whether i t , ,ould ·t.fford a lanina solution to the problcn 

or •~uld prov~nt an eventual incr~so in tho prie~ o! .br•ad. In tho past, he 

pointod .out, t ho nll.llurs ' margin has averaged about 85¢ por barrel. Tne """ 

ceiling prico \'IOuld m.->ke this the JM.Xi.mul• margin , · t horeby r oduein;: the average 

to &pproxiz:latoq 6o¢ per barrol. This 1<111 s qucu?.o tho small cd.ller and create 

prcssuro !or relict. L'l addition, ac~ording to lir. Hondorson, th~ effect or 

tho propoaL-d oeoncmies WOO).d not be wdtor.~~ thro<l81'out the baking industty, 

6nd ._, bdccra will be subjeet to a s¢1o<os'e, thoNby cN&t.ing an additional 

pr.•our<: !or price adjustt.tet\t3 . Purther.oorc, lir. Henderson expressed the 

opinion t hAt, in vic..- of tho Congressional agitation ior increased parit7 prieoa, 

U:a ! amort misl>t hold their wheat 1n anticipat1CI) of still groator rctums, 

U!us continuJ.na t he axis ting nour shortage ancl forcing CUrther increase a in 

Prices. 
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"" D1r•tor ecrw4 \bato tile 41N'10111\1Aoa pota\ed '"'' 1>7 11r. lllllllw­

oon -• v•t, but tel\ that tile propo...S procru oertal.llq 4e!Mrftd a trl.al • 
• 

Jlr• rtr.n4ero wao ot the opWan \Ia\ QY lMr•• ill \he pr1oe o t brea4 •ul4 

bo oxtr-ly unfortunate, .. peoially tr<11'1 a p•oholosioal et&Ddpoillt, 0D4 

.,u01tod tlw.t even a oubaidy ,.,uld be pretorablo to euoh an illoroaoo . ~~~'• 
• 

Honderoon otatod ill r.ply that thoro ,.., alrof.d¥ in oxlotenoo an ono,..u1 

aDd illdotonaiblo whoat 111bai<ly 1>7 Tirtllo ot tho Oon&roaaional pro!dbition 
' 

opinot tho oalo of ~;onrnz:1011t o'lllllo4 -.boat otooka at lou than a tllll parity 

prloa. 

s. Ill'. Hondoraon 41-.aaod tho quoation ot r;oTO,_nt policy with 

r01poot to .-i>aidioa doaip1od to bold doW> tho ooot or lhills· Bo poilltod 

out that thv profit urr;illa ot tho induatry o.ro voo.t nnd tl\o.t ill 11Al1)' oootora 

ot tho ooonoey thoro 1a NDplo anr!;ill to abaorb n oonaidorchlo inoronoo ill . 

produotion ooote. tho inatitution of r;onornl prioo oontrol hoa . r;ivon olbow 

roo .. tor oono inorouoa, pnrtiOIIlr.rly thoao 'Obioh nro doair;nod to inoror.oo tho 

production or Ollontinl OOJ:I:lOditioo. Tho prinoipnl prollllfO in tbio dirootlon 

lu:o, r.ooordint; to Jlr , ll<mdoro'!n• oono- frm r. doairo to obtl\ in r.dditloDdl r nw 

"'"torinla1 Nld tho quootion to bo tr.oo4 in thia oonnootion 1a whotbor. to 1110 

prico inoroaMa or a>baidi .. to draw out arr;inal prodllotion. In the caM 

ot luaber, prloe 1DorH.eee vere allowed, aDd 1n tlw oa .. ot non- terroua Mt&l•• 

a.baidioa aro boillc uaod . • Tho a&DO quoatloll 1o now pruonted ill o01111ootion 

with inorouod owrtino ~to rooultint frO<'I an Olttonoion of tho ...,rk wook 

ill tho coal lnduotry. In thio oouo Hr. Hondoraon ato.tod that prioo inoroaaoa . ~ 
Will bo roliod upon rnthor thnn .ubo1dioo. 

Up to tho proaont til'lo, Ur. Hondoroon oont inuod, tho. dooiaion ao to 

"""" .,baidioa oi>All bo uaocl 1\oo to c: oonoidor nblo doGfOO b o -.do witbout 

I"J CCDOrOl). £0WJ'Ilaaat polioyo Tho outato.ndin& o,.....,lo of thio il tho pro-t 
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-"'ol4y tor \IIG ,,..,OJ>Ort&tiDB ot &U011M w tho •.t wan by taalteT, Jt 

•• ,onorr.lly at:Toocl tn.t thia .-.blid,:r -• hi~ quootionablo. tot, .,., 

H011doraon pointocl out: thaj; it wao tho only ou'lo1cl:y . OYOr oonddor od by hi a 

ornoo ocatnat nhioh thoro had boon Mt a o1n£lo Oont:rouional protoat. llr• 

Hcndoroon wont on to atnto thnt thp ollOmou o iouoo thuo uoocl, it divortod to 

aoat juat1r1ablo purpoaoe, oould havo provontocl 1'IM)' of tho moat pllintul 

!nor • •o• ilf Uvine ooato durin& tho pn.t eix IIIODtho. 

ur. l!ondoreon nleo po1ntocl out tho ox1.tonoo ot a difficult probl• 

In connuotion with tho otfoot of pr1oo oo1l1nco, tocothor with 1norouod 

coata, u:»n CATCinol tims_, pnrtirularly 1n tho triUioportat1on field ond 

tho rotnU fiold. Evon though conoiclornblo tnt rY>:f oxiat, 1n tho tom ot 

• hlth profite, thh fnt ia not oqual}y d1atributocl ovur n partioul nr indue-

try; r.nd thue1 'Yihon coeto Uloronao , thu n\mbor ot mo.rcina.l produoore in-

oror.ao a. Thil problun will booomo pnrtioulr.rly diffioult >1hon tho proeont 

cdjuatnont prooocluroe undor tho &onornl mn.xiU prioo ro,;ulntiona a.ro .u.por-

aodod by dollnre nnd oonte ooilin&•· 

Doop1to tho ditfioultioo 1nvolvod, 11r. Hondoreon oxpro .. od tho 

opWon that ouboldioo ohoulcl, no n conornl rulo, bo uoocl to proYCDt 1noronooo 

In tho pr1oo of till)' no.jor ooot ot livinG 1toa. Pr1oo 1noro<Uoo 1no'fitcl>l:y 

l')'rnnl.cl nne! clionrrnnco tho OCODQl:\Y, or.uoo ncld1tionnl d...,clo tor 1noronoo 

In t ~oa, nne! oonti.uo tho 1ntlntionr.r:y opir"l· llr· Rondoreon po1ntod out 

thr.t no oow>tr:y W\CD&Ud in tho pruoont ,..,. hno boon r.blo to nToid tho 

ll\lbatr.nt1nl uoo of oubaiclioo tor thio purpooo. 

llo...,.,or, ho oxpro u ocl thu tim v1ovr thl\t botoro oubddioo woro 

uood, ovor1 r.ltorru .tivo ohould bo oxhtwotocl, inolud1n& tho 1notitut1on ot 

00Gnonioo in proooul..nf; nnd diotrillu tion. Ho etntod th"t nlro<>cl:y 

U... Ottioo ot Prloo .tdloiniotrr.t1on hno c>aoiatod in tho 1natitut1on 
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of reSJt1 occn.-1•• in ut.c.llini, !"'4 ~~ CWJ-ecl AtteDt. .. to. tbe Pl"'Cl'U 

tor er..do U.l>-.llinC of COIIIled good.~. ~idiea, in 11117 cc.ao ldl..-. used, 

•!.,ud, 11,11d llr· H•nd~reon, b" o.tforcled ~ to tboae tinla 'llhl.cb ?"' 

pro• • n nuJ<I for Uu111, Wid should not bo oxt..ndocl lllll3ro.lly throusJ>ou,t .., in­

ductr'/ !rru•poct1VA of neocl. Disrogo.rd or tbh er1t.c.r1cn 1a ono or the b<wic 

f••"" 1n tho vrouont ·!l'l•olin~ auboicly. 

l.lr. GN~U Cdlled :>ttontion to tb<t fc.ct tb:lt Uto onomous incroose in 

tn• volume of wch !.ndust.rlea "" t.renaporto.t1on Md diatr1bllt1on should ~,__ 

a!t tha lll>•orvtion of' eooa1d>reblo coat incrac.ooa. 

' llr. B .. ll ato.tod thc.t in g·.murol ~ Trvosury 'IIlla oppo3ocl to sub­

Jioios, ainco th.,y edd to thu incoe" st,......., thuNb7 incroc:.sinc WintiODilrY . 
pro••ur.o, eno cr""w .,ollticc.l pr~ssur .. grou)><l. In conerol, bo stat-ad that 

t.nu T!.O..aurr f evorlld 11.1111tod subsidl.os to t!toso aitu:\Uons in which it wus 

•~· :oury t o <>r<:w out l!lllrgin<Ll p:-oduction or to hold dOTID tho price of n ""jor 
• 

cost of l iving item. 

J.tr . Hundoroon o.gNud >11th thu f.OIIition of tho Tr.;,.aury. Ho :U.so 

'• 
collud ~>twntion t o tha f eet tl'"'t v;id<>-bprond ro.tioning »i£)lt loo.vo cortoin 

ot th> lO>'aat incOIIIu groups in J;h .. ;x>• ilsaion of JA1rCbruSing ;x>WOr ir.suf'ficiunt 

-
to uUll•• th•ir tu.1.1 rntions. In this ®so, two <Llwr=tiv~• -wl ba pr.,.. 

s.l!lt..cl: 1>1th•r to ponl1t tho> scl.o of ttticnocl coupons b7 thu low•st inc011o 

vou.•. or to i»'Mdd SOCII> foro o! sube!.d7 to pora!. t thoAI to jo'Urcbnso thair 

full quotA. 

l!r . ~th ~intud out that the pu1.ty conco~t, .,.bodiocl in tho price 

' 
control l•g1aJ.D.t.1on, is in itsulf :. suboidYJ tUid tbl•t tho r"sult of tb!,a 

Gubl!1dy 1& tD forco c'rtdin prices up, t.huroby or..ating thu nocoasity for oddi­

t!on:U. aubs idi oo. tho fiv<> bc.sic po:.rity crop:l dir..etly ..Cfoct oolr ~ of thl) 

I.Ot.sl t..ra inca.. .. , ond tha jXU'ity concop10 for thou cro,a a::.:y r.c~ br.riO 

- of th• produo, n of th_, cCIOLoditiee whiCh ""count tor the rC~~C!n!ng 70S. 
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.... !.:21th ftt\tod tMt tho proaollt ""'""t polio:- ot tho co~.-nt, tor'Md bJ 

lolhlnthv ..,r.o-.t, 11 tho prim o"'""Plo ot thh tcmdonCJTI Md Nna oOW>tor 

to nll ronoon. 

'rho J)1rootor th.>n rond oxtrl\ot.a rr..., 1\ I!IGIIIDrMdWl diatributod by 

lir• O'lfonl, O"!'rOUin& firm oppoa1t1on to tho UIO Of ~ albeidioa doaiP,od 
' 

to hold down food oo oto • --' · 11; r llOMoraon ot.llod nttontion to n IIIDIIIOrNidl.ll:l cliotributod b)' 

hi.A, dooorib1nt; tho oouroo or tho ooot or li'Oinc durin& noont mntho. Ho 

mtod tlv'.t tho tnote n a oontninod in thia ,.._rnndiZ ...,,.. eapooinll.y lla­

porttnt in 'riou of tho ourront oftort in Conp-oaa to r.boli llh tho po110r to 

ll:pooo rotnil prioo ooilin&a, r.nd to OODpol rol ir.noo upon tho powor to fix ,. 
priooo tor oert.in baaio ~:~~nufo.ol>+rod produota, with oontrol ovor d1atr1-

butor•o mor&ina. Jlr . Uondoraon oto.tod that tho IIIGIIIDro.ndum a1bm1tted by hila 

do,.,notratod o. oonoluo1vo nooouity for tho powor to oontrol pr1ooo o.t reta1l1 

u d .hat thu ooat of 11 ving ""' not brou&t>t under oontrol until thia powor 

•• oxoroiaod. Tho tronalntio.n of thoao ooilinca into dollara and oM>ta 

bub can ouo tho burdon of thia control in I:W\Y ouoa, but tho po110r will 

alwo,yo bo noooaanry it tho ooat of 11 'rinG 1a to bo hold atoblo. 

Tho Boord o.djournod nt lt::SO to noot "&"in on JODuo.ey 8, nt lltOO .t..ll• 

: 
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aa:l1IIYI aPO OI'IHI _, 

OITICE FOR CMEIIG£HCT MAHAODIEIIT 

tiii"Y hu - OFFICE OF EXX>NOMJC STABTT.JZ&TJON 
eeen.) w~nc 

r. IYRH£1 

1 rt/4 

irC~ 
./;(r 

December 18, 1942 

J(y deer llr. Sec...tary: 

Ebeloaed are the llinutae o! the laat Boerd meeting. 
OUr next ueting will be held on Tuea~, December 22nd, at 
U:OO •·• · 

We aha.ll discus.: 

l. Recent changes in food prices (llr. Henderson) . 

2. Basic policy for uae of &ubaidieo in wartime 
(memorandum enclosed). 

Hen . H..,ry llorgenthau, 
Secretary o! Treaaury, 

Waahingtoo, D. C. 

Sincerely youra, 
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THE UNDER SECREIARY C:W 'Ofl! TMASUftY 

WA8HINeTOfrrt 

Deo .. ber 11, 1942. 

IIE!IOIWIDUU ON IIEETOO OF. THB ECCIIONIC STABILIZATictl CCIIIITTU 

lloat of the ti.ae ot the aeeting •aa spent ill dis­
cuaein, subsidies for da iry producta and thet- program 
euboitted by Secretary Wickard . There ie attached hia 
atete.ent, the lllin poillts ot wbicli were dilcuooed by hia. 

<:me point that ill up tor 1-.d.ieta decillion is 
the ~ueation ot subsidi es tor cheese MDUtaoturere. 
Chairun B)Tnea aaid t hat it •• eatieated that these 
eubeidi ea would toke about $20 ldl.lion and he bad put 
a 11111 t on expend! turee ot $25 ldl.lion. He elao indicated 
tlult all ot the products of the dairy 1nduatz7 would be 
up for eubeidiea and it was eat illated that the total cost 
would be s01:1ewhere in the neighborl>ood or $435 to $450 
million. 
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ll\)c~ ll, 194-t, ll:OO A.ll. 

E:nst liing, 'Ifni t.<. Hw~~t> 

Pras<dlt: '!"no Dtl·octor (Proait11ns) 
Mr. Bu~l ( Acting Sucrvtnry or the Treasury) 
llr. fiickard 
14z'. JQilos 
W.sa Purlcina 
l'.r. Smith 
ar. Eccles 
ilr. H.mdo>rsan 
i!r. D.lrts 
ilr. llcl~tt 
}lr. Gr oen 
Ur. Pntton 
Ur . Flr.nd~ra 

I 

G,noro.J. discuosir.-n of tho prinoiploa which elloul.d und~rllo aub-

dldiuS W::.~ t>O. tiJOnc.d tu ll futura lliG&t1ng, 8Ub<lidhs b .. 1ng diBCUllSOO only 

in O(;!Uiuotion •.11 th thu ).Jroposed .U:.I.ry ~roduoto pr<~grN!I. 

Mr. 1/ickt.rd point•'<! out tl'.:lt, With roupuct to ngriculturol com-

n.x:itha, n c.m"idvr cl>b body of f.l~1nior. O<lung tho ;>ot...ntial b9neficioriGs 

·of subsidios -- tllo.~ fnruttr:. - is ho.JtU4. tJovortholoss, ho stc.tod, .support 

I 
to socuru nueded ,n'OC!uetior. w1.ll ruc;uiro oi ther subaiaJ.es or 

h • .,~ .. r Nt.l!J. ;•rico collings . llr. \iicla.r<! oxpr~:ssud tha opinion th.' t thor e 

h 0? Ot.,Or o.J.totnotlvu if• th3 bUCa<'O"Tf QWUititloO Of critical o«riculturnl 

~.lll;;.xiJ.tios UN tu bu j)l'ociuc.xl. Yet, no ooso1 Wd , the Congro•s ie stW 
' . 

Jtr..ngl; pr ..Ubp.>uod ngU:>st suboidie•. It ""'Y bo possible tc reduce tho 

""""'"'t of money r oqulr oci tor aulusidioo by .Lnst1t.ut1ng oconolllius 1n the 

~r:.co~slJ,g 111\d distribution of !'o.m COIIll.lodhios . This would, 1n mlll1Y ccsoo, 

o..r;,odJ.)• alter tha ',,cc<~ptod uyst.c= o>t d1uuibut i<>n CUid wuld thlll'n1'or$ 

"-"'1 ~it .. ~ ccnaldOJ'C.bl." <>PP<;aition . H.mco, r.tr. l'liclc.o.rU CAutionod <JilUnst 
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oxpoteun& too J:Ucl> N->of l.n t..'>o distribut.J.vo ocancal.aa , 

Tho clnl.ry oi ru:.tlOt., l:r. lliel<c..l'd o101nto.l out, Yividl.j ill.uatretes 

Thv !Npo.rt.mun t of "i,'Ticul tur.) htl.s aot o. production goo.l of 122 

b1•Hon ~~d• . 'this, •tr. Wickru'<l bcliovos, i~ tho r.oost d~bioua of 411 

G{ !.hu o.,..,rtment ' • gc.o.l•, largely on account ot" t..~o criti cal lcbor short-

.,;; 1n cl>.lry f :..nU.ng. The De;xu-tcant . ..Ul Clttelo)>t to uoot this gool hy an 

i:.Unoivv •. ro.!uct!Gn d.rivo in e..ch county, uodcrto.ltin& to find what f o.rr1ers 

• !d noo)Cf In ont•r to &ndl.:. e.:dit.J.OMl. co>'8 ond produce add1Uon&.l qWlll-

l.i~!u3 of IU..c . \ 
The ile;xu-taent nUl nloo, for the firct U..o>, otter atc.blo 

yx.r r<:l\ll\d JU;>~rt pricos, "" that fllr•ors "ill be 11blo to Jcno;: just whet 

?l"leo t.1oy e"n uxpoct to get fer thoir producto 11t 111\Y timo >n tho ycnr. 

In gun~r-:>.1, vr i eos to both fur<~er c.nd eonsumot· will l'GI(W.in ut Octobar levalll, 

•lth ooelo nvc• auity for ~djuatmcnt 1n curt<,in spue'l.ni tn·.-~s. T'n..re "111, 

n~ .. ·uvt>l'1 ba cmo n&tion-vtid...t vxc~ption -- u. aubtiidy on chouue t.'hieh \7111 eost 

but.t.oon ~v UJld ::,25 c1ll1on. The Oor..,.: tcent, o.ocordin& to lolr. liick.:lrd, 

h.o :.loc. tc.l<on ij~.,. to o~p tbe sl..tu&J1tor ot dt.ir)• eo ttl3 in certo.in loco.l­

ltlac lrJ offora to jAll'chtl.ae clli.1r-J cows "t fnlr pricoa for raco.lo> to othu 

r~Jrs . 

T,~o ft.'lr ll.ulpower CQ.cission hns nlao d.J..Net.uu daferaeot of ~ssen­

Ut...!. cUUry •Clrk~"'-e; i t!nd. tbo procur~::mt r..c..mcioa ha.vo ordilrJd g'ovJrnment 

•cntru.etorJ not to bir o such wor ker o: t'ho Do1>11rtllont of Agr iculture, in 

oooporQtion >~itu th~ 1/nr J.i<:.npowo>r Cot101s•1on, l"la abo instituted ~ · progr:.m 

for t.1o rvoruitmunt, treinin& anti tr:>.n~fo~r of fo.nwra frot• wtpt·oductiJo o.reuo, 

t.Guo ~ t.p .... ov.Ulnble to supl)l)' tho shortrllo of lo.bor 1.11 mor o productiv~ 

<b1r:• con tor • • ' l:.'von tbuso .,34SIIl"'s, bm:avor, tt1ll not be auffici ont to 
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, .,.1.,.. u1o """"JlOW.)r :lhortage; nnd 11r. llicluu'd UX}INI83CI tho opinion u... t 

1~ wi ll be nocoseir)· tu recruit wacun tor tllio t;ypo of "orlc. 

Ono oddition..J. probl...,., ~· iUelwrd ttl>t.>d, is th.:> IJO.int-"!l.lllce ot 

'-" ..aoquo.t -> suwl:• .of fluid tlilk, · P<J'tieulo.rly in thoa-> urou t1here popu4-

t l oo• nc.d sudd.:mly uod r..cently incNn~od , o>. ir. thoeo nroau from ,uhich aup-

1J.1oa lUiv~ i>o.m drained ott into vuch loca.litilfu. In •uoh oroos, inorooses· 

~' U>o pr i co or fluid lAl.lk ora nccosso.ry to SQCUro 11claqUD.tu auO>:>lio.• , '!!,i • 

!f a!iMr uub•l.ctles or incroosco in r utcdl J)r:Lcoa ~" to b• a.voided, it 

;til b> nuc .. uo,.ry to affect substwltit.l. <tconoaol.os in ll1lk distribution, 

t.ll'OUjlh thu ot:<l1d=dizotion of bottles , til<> son1zlc <>f dollvoriea, nnd in-

""" ChiCl.go. A subsidy is lllr~y in' off .act fur t.bu New Yorl< =-""• but 

:houla bo Jlltlinatod 1f it ia f.>08Siblo t o inat ituto s uffici<mt 3<:0!1onios. 

Tho Diructor om1>hnticclly oxpros oocl tho 'opinion t.'lnt such ocon-

o~io" omwt bo inotitutad quickly, i n viow of tho s trong oppositi on to sub-

' sidi ... s upo:. tho J)O.rt of Congra"" •. w.d r..>qu~o'-"<1 tho holp of 1!1'. Gruun in 

oucuring t..~ .. h•lp of Or!>..ui.zed la.bor . 

Ill . l!"""cr•cm ilOUlt...d out t!>Qt tbo prnctic" s of both L:.bor :.nd 

D::nq;..a.:n ~ in tho 4.;ir-;f industry u-a d~>oply iuvolve<l , Ulld tb<..t tbasa proc­

LLces 11wo ~:%'<>.., u;o t.brougb :f<tru"S bau use of til" nec~s•i ty ot dcv.,loping 

•tron& colloetiv• borgolntng r~intion•llipa b• t.·'*' t;orkora nnd po.;crtul 

n..U on- llid• d:&irJ cor!'O"a.tlonn . 

llr . l :iol!.ard otutod that, c.s :»r~ ot thu dairy ;>rogrt\Dl, cbeaso 

J111 bo rotionud ulong ~>ith CO"'-ts. On tho other hnnd, th;ro 111ll be no 

""""""1 ty rcr tho Mtioo'-~id" rc tloninll ot JAl.lk. In cor.tuin a.roca llboro 

' 
In• >'O>"lotion boo incr=cud fcut..or tha.n b'Upply, l occl rntionin& ""-Y bo 
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taus Parlcins inquir~ who tiler 1 t would nelt be poaaible to c=rr 

out .., od~~C<~tiont.l procr..u, dlsc~inl u1lJ( c<4teucpt1on upon the pc.rt ot 

Ablo-bodiQCI edultD, .)31JOCi~ in Vi~·· Of tile fuct thu.t 101llc C0118Ul:Optioo ba& 

buon uneuw·o.sod lJl til" past by utlvortiaing und othor odue~>.tional aethode. 

'" , 11; e1<4ni ropll•d thu. t such a progrwn !u.d f u1lod to rU<Iuce tho consumption 

of ~teat> w ony oubutuntinl degroo, una o;q>roesc.d .JCO)>ticilltl C.s to tho pca­

•i>U l t;r of uuln1. vc> LWltory 10athads to r..duco coniNl:lption . 

~.r. P.::.tt<>n pointed out thu.t buttor bnc l:ll.lch loss nutritive v:Uuo 

\.:l..tl ~ill< '-"V; cilO>S<I , t .nd Oe inquired t.S to Wbnt llleCI"'\U'C3 =e being tcl<cn to 

etr.VJrt U r.1 N~wrco~ "'""..Y 1'ra! buttor pn.duction . l.lr. llick.n"d repllod 

Ul..t taL.• is ti>J .AlTI"'•'-' c..f th<> cheoau eubaidy, but pointod out thr.t th, 

:0.1mt t><1 ob.W3.t-:>clc1r.g f<lellitius r oduco tho O)..tont to \:lhich eonv~raicn = 
b.> IJltluood . fAr, Pntton cl!lo ""'t,ha.uiz..d tho noeooait7 .,r soou ceosuros to 

I 
.,ur.~.ntilo thu naini.l."':Wil low:ls of subcibtv.t~c\J t" thos_. rsraons who, in cas-. of 

I 
r<.t loning, 11~uld nut la~vo ouf.fici~nt t llll'c!ID.aing pcwor to utl.liza thoir portion 

/ 

T!l ... r. foll<Mec! " gCDon.l cliocuuoion uo to tho ::oint syst<oo of 

;:,., llr..Jn ~u.t..Q tb.lt ::. r.:vi011 ot th.l I" opouod prograo Md cunvincod 

h1Jo tllt.t 1t \/auld l>J desirobl.> to 1n~t1 tutJ aub31d1..a for aUk. Other a:OD­

b.u vf tho & .. n'd "";>lu.slz.ld tl:la difficulty ot oocurlng Concr-.,sioruil approcl, 

bu~ hr. Gr. ... n stutud th.:.t, since mi!Jt iu .. ssontinl to tho mnintan::.nco of 

hiiC'lth ,.nd otf1,1.)1lcy , oubuidios t~o!L." bo aspocic.lly doslrnblu o.s nn altorno­

\iv~ to pl·i co incr...osua . 

llr . Flnnd•r• stot..d tru.t, 1n biu op.l.ruon, thoro "ore othol' altcm<'­

tho• . I!' lll't'Wllj""-.mta t.ro acde, be .,.t.::oWd, to l)J'uBO:rYI) the nocossczy 111n1- , 

- wp~· ~r LlW11>W•r on to• dairy rc.n:.; 1! auffieiont ll.bor-sr.v1nc ""dllllery 
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11 .....u• ;.v:ul-b!" tc. t.l•u feraor; c:.o4 it th" -t o)f'ficiect MU>ods ot pro-

dllct.i<AI ~ distribution .!I'.J us.od, it •ill b" j)()Uibl• to aoou.re tba aoco•84J')' 

prcducW :71thou~ incr ..... ein& }Jric~s to concUIII•I.'S or 'lrith.JUt l4rca auboidioa . 

Ur. P:.tt.c.n stntad t!l:l.t tho ,>;obl:.. .. r.eu not siJQ;ll,y oa" of wbs1cl1"'• 

but uf f urn1ahing ad.:.quut<> funds to finWioo t.h" OX'j)WI~ion of production, 

pt.rt1culorly on th~ fruoll)'-typo fnX'IIl. rte ""v• , ho etatod •P<mt billlons of 

d·,!l.:lr' fr ... t.hv public Tr<oasury to finGnce. tho oxpcnsi!X' of industri.o.l 

!cc11iti.,J , but ~v> end~ only thd moat 1nuffoct1vu offorts to provida 

oc~UD.W r a•ow-cos for aodiws c.nd .....U tumors to o:qoenc~ their proc!ucUv" 

C"Jl"e1ty , t.h.tNby utillzin& to tba !\lll~st dllgr<hl our ccr1cultural I>D.Dpoorer. 

' J.r. ?l=dor• ~:gra3cl tbLt ""'thode of 1ner.,..ein& th" efficiancy ot 

JTht.i."'l! :li.Ticulturnl :.;:mpo-,:er l>hould 00 81'1011 St'Otl.Wr c01141dernt1on. 

l!r. Sclit.'> Md Mr. !l.mdorson both urgod ttwt, "~ n meeting of thu 

llo<lrd 1n t.hv n..c.r l'uture , thore chould b .. c. d1ecuss1on of the gooornl prin-

ciplua which would govorn tbu uso of subsidiua 1n "c.rtimo. 

Tho m~util>g t.djourned nt 1:~5 t o lJOut na<Un on TuosdD,y, D<ieombor 

22, nt ll :00 A. lot. 
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llliry pr•>ducte provide some or the moat il•pert.nnt nutrion'ts in our 

f o.xl uu~pl;(. 4 comprehensive progmm hu been developed in cooper .. tio~ with 

other fodernl cscncies ~ got Dl.T.i<lum production .u>d utUiz.ttion or our 111lk 

su >~lleo :.o noo~ civilian, ailiwry. ""d l~nd-leue •r.>quir.,.ents. 

o) •I i oU or !.:.! bUllon pounds Of Dilk - ;I billion .;bove the provioua 

.11-~J.u rncord - t.he 111W<im1:ri foaelble production in view of at:npower 

- nd cow nu.:nbort.. 

b) .\ •• •rm by f . ro 11nd county by County drive ':'ong f~n::ers to ~chievo 

tho ~ 8"'').. 

c) ' •>.-lee sur>.>art t>rol!l'.,J!l ·throug)1 continuous off er to buy L>.nut. ctured 

~r~uc tt i.t collin;; lo\"ols - the first timo in hlstorj• to_ t <biry producers 

~- vo boJn .aoured awble prices. 

~ leu ut D.lllU.t" •• cturod d,:iry products l>w~ boon a:.. bilizod •t 

s.,~b-r-~tobor levola . By c.gr-...oent nth 01'/,, pd cea will be supported 

t D?~ !&sa ~h.JI 46 cents per jlOIIIld ~·or 92 scoro bu~ter, Chic..go h::sis, 

27 cents '>tr pound for flo. 1 J,:;,-.ric..n cheoae,. Pl,ymout.b (Wisconsin) b"ofs, 

li . S con~a for rollor :.nd 11. . 5 conts for spmy procoaa dry skim 11ilk, oxtr~ 

:'ld: •• t l>; els, <•nd • C?"'P!l rnhle price tor ovr.P"r·• tod Ll1lk, t .o . b . pl• n ~ lx.sis • 

tc,. bo J.nnCJUncud. ConsO<'Iuontly consw:aora ahoul4 oxpttrionco no further price 

rl>os in """ ~ or ~hose pruduets. In the "'ao "!' cbollae, t.he OPA ceiling 

' r ico ~or '.oor1c.·,n civlli<.ns will reo-.in n t t.bo ,>reannt 1<>·101 ot : Jt eonts 

'>o'l:nd (~l;l1ocut.b b Bls). the c.lsh ·~•urns to f _rucra a~ ~his :>rice would bo 

: .. ': b 1-l\. ~turns f nn o~r .>roducts. Sinc't che'!IIO !\ 1 CD" of tb" blgb3st. 
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!lrioritie a for doooetic, ailibl')'. md lend-le.1ae ~~ta, t.he h1cb ,. 
chou s o produc Uon 1a l»ing odn t.t.inud by .. 8\.lbllicly which r 'l tum1 to f nNol'l 

tho oouiv , lent o£ ,J.7 cents per !>Ound, whil'l mdnto.ining t.hG \lboloaule price 

at 23~ cants ?lymout.h b~eis. 

d) A. sil>,>lo but ltork_blo progrdl3 to koup good d.Uey c:...t.tlo froe boing 

al..:ugtlt.::rcd by at •nd1ng offers to buy good d··. iey c.>tt.lo "t r r1coa 

hi gher Un n thai r b.l.:t' V'. lu~ . Theso c:.ttlo will be sold to otho>r 

f r..roors. 

tl ) t:or<> milk c• ns , ra tionod mnong f~mors , to~ j)Oisible incr<Ju~d 

d~.l.iv~rios of whol~ milk. 

t) A N.1 tion-widJ O:.OJl0"'9 1' progr..o~ b.ts been l!.lunchud ~ ret::.in altWod 

worlcors on osu n ti.tl d.\11')' !':trtl.S , to rucrui t. t nd pl..ce worker a on d/\11'7 

r~ms. O.::oonstrut .l.on t r J.ining progr:u:~s hCLvo begun t \ s W!!ll. 

tk.rkoting ~ond Distribution Programs 

a ) l"it.h tho coopor~ tion of oth9r f od9r:.l .lg~ncio&, the Oop!lrt.mont is 

exploring tho j)O&Iib111ty of undort..llting to direc t th9 now of mllk 

fr011 J)roducora to procoasing pl=ts, so .. s to Nduce b..uling diatru\cea, 

.•nd o.esur<> m..;:1J:>um product ion of dry milk, cbo8BO ..:.nd tha 1110ro aasontW 

d l iry •>roducts. 

b) rh<l Dop:.rtlo. nt nith tho c.>Op.lf •. t i on of othtlr <~gencios will aook to 

• 
') 

,\c!licvc gr1 · ~·· r o!'f!ci onci os .nd incN S'ld atrond.• rdiz;:~. tion 1n d1atr lwt1CID 

of f luid ld.a in urb.' n Lr~ts. so u to J.ini t. tha costs of dla tributioo 

c) It will incrou , &.nd 1'3-loc:J. t;, r . c1l1tirt!l for dry ekilll l'lilk proc!uct1CID 

in, t.h~ !11d'7~st eo •Q to roducc tho volumo of akilll l'lilk w.:.atod or fod to 

livastock. 
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d) .\ prop- a WUl bu ~ t.o Cllll' >l"ffl tor !~~am food &1111 li•••t.oclt 

fu.Jd, tho au~• ot trb;a7. DOt. - ~~ COQN'Y.)d, . f 

• 
?l .~1 stc:Jlll II?Cf!ll'.:.t?1fi:U,;be t.t.lr.cm, t.o 111\iDt:.in :.t· tl!e hipest levol 

1
, 08aiblol our rr~~~i?ll of ch.:~aao :-.nd d.eywhob t!nd eldja milt> ca woll 

s milk for fluid consU~apticm. 
• • •• • 1 ' 

• i 

f ) It .liimWD procfuction .llld ia:t~kotin( or p U!or d.'lir)' t>roducta will b.J . . 

1>1lH .ry . -.nd lo3nd-lc.:.so Jt.nda •.. ~ - lloQit10Ga for evr.i)Or<.t ... :d &>ilk 

whl bo l ilrltod, Ulougll this ebDuld no~ roduO) civUio.n suppli=• 

·.p;>.rooi ~bl1· 

. 
' 

• 

,-

.. 
. . 

' 

\ 

' 

... . -.. 

.... 

.. · . 
.. .. 

• I 

• .. . 
• ~. I • • 

• 

I 
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supN1pa 1p Bal.•tiop to Rqgutxe•nnta 

Our produoUon goal ia 12~ billlon;ound• for liM& - an ell­

tiae record. Wili taey and lend- lease requil'UIIents will total at least 

18 billion 1l(lunda
1 

u compared to about 7 billion ,>Ounda in 1942. If 

our goal 111 achieved, ciVilian aupplioa ~ll .no~ exceed 104 billion 

~10unda, coa!lll%'\«< to nearly 113 billion in 1942. Inoruaed llational 

;urcMsing !>Owur and era.lloym~.>nt is creating further d-nda on the 

civilian eu~Jly . Relative ahortag~s of moat and coffee result in 

uttem~>ts to buy more chouse, milk and ,other dairy prQductR. With their 

present purchnsing i)OWilr, conswers would increase th&ir aUk and dairy 

l'roduct cona1Dption by at least 15 porc:li"nt . Even the 1:18Xim1a f cuible 

l>roduction for 194:1 will be at least ~8 to ~0 billion pounds below what 

consuaers would like to buy, 

1'16 cannot mwt the military and lcnd-leaec requir ements and permlt 

this at tho samo timo. ConscqucnUy we bo.ve taken and may take further 

~otion to aea~ beet possible utilization of our sup~ies and be sure of 

mooting all war requil'(;IICnts. 

Conscryation and LilltationM§asurcs 

a) Through u WPB order, cream is limi ted to 19 percent buttcr fat -

Jtllil,l'llng croam is out for the duration. 

b) The butterfat and milk solid cont ent of ice creu is now lillited 

under a t.iaporary ordor, so as to conserve these supplies for more 

iii,.">Ortant uses. A j)ermanent order will be issued, 

c) 90 l>Croent of the s,,rny _>rocese d ry akim is now reserved for 

govorMent r cquiromonts and su.,_>li os of ~ller !,rocess milk are boing 

rol~oe sed to bl'Elad bnkers o.nd other OOllllleroial users of m.lllt solids. 

d) Approxillo.toly 20 million t)()unda of stor agu butter are now •• 

bold for gO'fcnlll(:nt uae. 

•. 

)' 
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c) Go•~~t rcqlli~t. o1 obeeM are 110 larco tbat. Sllppliea for 

civllio.ns CallliOt exoeed two-tbirde of the 1941 COR11a11t1on. Coneequontly 

' 
·cbeose is to be rationed aloft8 y,itb IIE:at. 

f) I n oome llilk are_ne, oep .. cially whore population iDCre&~~e baa boen 

ra.>id or lllilltery caape ban creat..d UDeXpectod daaanda, tbe aupply of 

fluid aillc aay not lteop up 'tr1 tb ~~~. ll4.~-::wer tbia beca.a crt dent, 

the Do Jlll'bai.nt will l'OCCIIIIICnd a local rctionin& progru to d1 vide tb<. 

e.ve.ilablo sUJJ>li<..s aqui tably. 

Undor tJus ;>rogram wo onn feW. confident Ulnt all essential ncoda of 

our dOllloatic· :10.>ulation wUl bo IIUt and o.t tho 881118 tiae our mill tery f orcua 

~ Alli ~;a rlll receive tboir &inlaiD requi~nta . Tbe coo.,eratlon of 114ftY 

~u;>s - fvnn<·rs , procoaeora, dis tributors, l abor load&ra and houatwivu -

vill b~ necessary. We havo ovory r ovson to ex;?ec t th~>t they will coo,Jernt e 

bnd thc.t this 'vital food will ho ablo to do its war job. 

' 

107 
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!leo"""-': 10, 1942 

fot Bon, J~l p, 8yrDOI . . 
ProaJ Leon lleDdor oon 

subjoott Public PQlioy on GoveTIU:IIIftt 8ubl141¥ ~to 

lo l'lo llovo obtained Control or tho Prioe structure. -- --
In order to proTent a run &~ prioe and ooot eituation, it wao n~¢111ary 

tor tho Oove,.,.,.,.t laot oprl.n& to briJ\1: the en\ire prioe and ooet otruoture 
WJdoT control , S.leotive 0011trol or priOOO pYO lay to tho ()moral ll&d"ll! 
Prioo J!otulation, to uoatq extODdod ront oontrol, and to tho dnolo-t or •&• and eo.lar)' etabili&&tion. By thooo tu~d wb•quont action• we bno broU&ht 
w>der prioo control 90 poi'OClt o.r tho ooot ot lhi.~,. and Yirtuall~ all wbolo­
oalo priOOI OXOQPt 1:1\010 fd tinitbod Ood>&t itct and oub& .. cttobliOio fho11 
_.,roe brolto into tho opi.J"allinc 1ntlo.t1oDAry ,.. .. caont -..hl.ob •• undor .y at 
th•t tii'IO and pom!.ttecl ue to brinl; tho prioo tituation undar oontrol. 

2. L1ml.tod Prioo Inoroo.•• ~ lloW ~ Porllittod to o.n lxtont Coneietont with 
tho liiiliitGniiiioo ot Oan""trol. --

Tho ~>ttoinclont ot oontrol dooo not, howoYOr, ond our job. Now that oon­
trol hoe boon llttcdnod it ie noooeenry to =&• priooe, that ia, do tho 1110ro 
rotinod job or ~>dminiotoring priooa in ouoh ~ wey u to rno1Utoto tho ""'r pro­
duction procror.~ @41 tho gonore>l roquiroiiWnte or tho wor ooono~. Tho originlll 
auortion or oontrol oYer tho 1ntlnt1oniU"J prioo ~pirr.l ro..,irod n rigid end 
lntloxiblo nttitudo to""'rde priooo. So long no thoro wno e~ey quoetio.n nbout 
tho OODtrOl Of tho axploeiYO 1nflr.t10111lr)' torOOI0 tho prioo inetrw:wnt oould 
not bo uoc.d to pronoto tho objootiYOe ot tho ""r ooonoey . 

Prioo llcbo1nietrnt1on, on tbo othor lw>d, r o..,iroo 1> oortllin tloxibility 
ohl.oh oould. not bo ri*od untU oontrol """ uourod. .,oco .. tul lld:Unietrntlon 
pol'llito or IODO upcrd CO'OGCODt. But tho pom!.eliblo up.,...rd .., ...... t t:lllet be 
eottioiontl)' ... u 10 thllt it d.ooo not hnYO roporouaeiono on t~>m priooo llnd 
Wl&O rntoe -..hl.oh ...,..lei in turn rll<\ot on tho prioo loYOl, eot ott tho epirnl 
c.catn, and Ol'ld.nntor our control. 

OUr prioo oe1linge are lioiJ\1: .,bjootecl to thl prouure or inllroaotn& ooete 
ot produotion @41 clietributiono 1'hcJ 10 pl'OIIUrOI will poroht o.nd inorouo bo­
CilUIO Of WOl' clialooatione0 roprclloot ot our~ ability to etabili&o rc.w mc.toriol 
priooa, or wago ratoe, or trCID~portdtlon ratoe. 

• I 

(a) Tho clriw to ......... liD culoquAtO YOl- or raw mr.toriale _.... prou­
in& on ....,.Cinlll 10\U'ou ot .. pplioe , tho uee or 11h.ioh -\llcl not be ooonollioal 
undor DOM:IO.l oirououtGDooo. It -=• in IW\Q)' oc.eoe tho oubetitation ot .. ., 
...S DOro oootq raw ..,torlale tor thr>eo DOJ'W\lq uaocl. 

(b) Tho clrho to c.tt<Un tull 1010 ot to.oilltioe _,, thr> utUi&ntlon ot 
fnoilitioo thnt aro lou ot'f'loiont thnn thoeo now in UIO• • 
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(o) 'l'l1o 'dthdrn..U or 10 a1llioo - hoa tho lobor roroe 117 tho 0D4 of 
19u will roqu1ro not on~ r. dro..tio oldtt or •rkore troa bduetey to lJ>duetey 
..nth 11t tondlll\t prolllciiu of rotrcdniD&, llllt tho 1ntrocluot1oo into tho lr.bor IIOJ'• 
kot of ClJI Alnolt oqunl ......... Of DOmiOTicOTio output por ...., hour .. at bo CIZ• 
pootO<I to dl.a1niah M4 l nbor oo.te por llait of output to 1noroneo. 

(d) Trlll\aportotion oolta ISllt be expeotld to inorec~ae AI " realllt or the 
rorout1nc of trl>ffio, the del~e· due to oon,eltion, lind 1nor enaed m1ntenanoe 
ooet•· 

(o) Beyond theae ooet 1DOr~~>lll the-ro nro othora whloh llllt roeult froa 
tho oOillllitl:lonta tho GoTOrm:~ct hAa mde with roopoot to parity 1n tho tiold ot 
~uioulturnl )>riooo, Md tho oll.a1».ntion of aabltnndorda Cllld 1noqunlit1u 1n the 
CI.I'(IQ or •toe. 

4 • .!!! Gonornl ~.!.! ~ .!22!! !2!. ~ Abeorytion .2! llllbatclnticl ..22.!! ~-
oroaeoa. 

In the field ot 1nduetry oorpo.r nte protito before toxeo ATir~~&ld $ti bil­
lion in t he period 19M to 1939, In 1941 they CIIOOIIIItld to ti4 billion. 'l'hio 
yor.r they wil l totol nt lec.·et $19 billion. In l>p-ioulture llloo hot b!- of 
tun:> oporntoro, thAt io, 1nooM o.tter llll oxponeoo, hAo 1nore"'ed troa $ti bil­
lion in 1939 to $9-~<l billion thie yor.r. 'l'hia 11 tl billion in oxoeu of tho 
poole rr.te r nield 1n 1919. 1 • 

5. ~ 1/ill ufiortho1ou bo ~ Sit=tiona ~ .!ili!h Profit•!!!!. ~ ~ 
!!1! Abeorp op. oi' ~ Inoroaaoa. 

Thia 1a tru~ ~~ tho or.rt;innl. output of IIINI'f induatrioo, output ;..,iob 11 oa• 
oantinl to t ho W!\T otforto• 1!'9on though tho bulle of M ,induatry•t output io bo• 
inC produood 111\dor t nvorablo oonditiona, eomo nurt rrJA'f bo produoed nt ooata 
hl£llor thnn tho prioo onilingo. It 1a Clleo truo for diatribution ot ouctilll 
oivilinn oo,_di t i oa 1n portioulor orOBa, nnd for tho procluotion of opooitio 
o...,.,ditioa 'll!loeo ooiling priooa will bo in .. ttioict to ooTOr d1rO<Jt oolta, 
OYOZ1 thouQ> tho protita of indUatrioa troa. tho produotion of othor o-"itioa 
"'¥ bo ,onornl ly f nvorabl o. In t hdeo onaoa tho r otuma to produooro ... at b o 
incronaod 1t t ho 'procluotion t.nd d1atribut1on of 1oodo ouctinl to tho _,. or­
tort 1a not to bo inpairod. 

6. l!oturno to Produooro Om Do Inorooeocl Bithor Ill' 
SUboidloo. Prioo IiiOrp(\ioa illOUid Bo Avold'Ol '1t:'.'""ll= 
IArso ~ thooo;..-t• a or Gon..,;;;r• a ludiot:-

(a) Pri oe InorH.eeo. '11hero Q&jor ooat-ot-11vinl item• are direotly or 
1•d1root~&l'l'ioliOCI, iiiduetry-wl.do prioo inorO&MI ahould bo avoided. (1) Suoh 
prioo inorOCleel oxpo.nd tho protito of tinu 'ltloao pr otita aro alre&dy .,re thU 
adoquato 1>t tllo - t l.ao tlut.t they provido reliot to tholl tirao -.hioh noed it. 
( 2) It 1o d1tt1oult to proVODt tho l')'ramid~ of auoh pr ioo inorouoa throup 
out tllo prioo otruoturo. {s) Tho a4aain11tr•tivo ditt101lltioa ot adjulting tho 
"lholo llriea Of interr.lated prioea U1 toTftldobho {<l) Pinally, an inOreaN 
1n the oolt of living aakao lt extr.-J,y dittioult to &voi4 an 1noreaN in tana 
prio .. IDd -ce rat .. , with oon-ct r •ot1ona .., pr ioaa. It turtbar 1DOrenau 
1n r..,. priou ADd ..... rataa e.ra pelllitted, ... will "'"in be invol-..4 1n .... 
~ pr i oe-oolt apin.l. ~ pr1o .. or aiplifiout ooat-ot- living it.aa .. at, 
\borotoro, b o t~ hold, loat ....,. ..Vol of tho prioe etruoture be Joopclr'l.i• .. • 
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(I>) a..bo141... lA tM - ot aeh 1tloae proiluoero• rnvao ... llo ia• 

01101ocl by ii!ioldtoo "'*"....,. 8UOb .., a-eod N\unl 1a _._..,. to a!ftaia 
the 001.,tial proclucrtl.oD or 41otr11111Uoa. lllloh Olllloldi .. wUl ooot --• 
t.n4 tho OoYO..-t a tnotl.oD ot tt. oriciAal ooot }.Do...,.• 1a --.--to prioo 
1noroooo• 'llhioh ooot tho oo..-r aa4 tho Ooft..-t ..,.o thu tho ooot la­
oro&tol• 

7. Conditione !2!. !!!!....Or...ti¥!!. 8111»1141o .. 

(~) 811bo1d1oe eholll4 110t bo F.oo4 to nocrt i.Dorooeoe 1a tho ooot ot produo• 
1Dr; or dhtributtac ~itioe 101\ieh huo 0111) & ld.aor diroot ot 1Dd1root ot• 
toot on tho OOft Ot ll'riDc• llvoh o6ot iJIOrOOMI W>!1 bO 110t 1l7 prioo laor00101 
without r~h1Dti tho ooot ot liYiaC lll ttioioDtl)' to throotc& 011r oontrol. 

(b) 8ubl141oo lhould bo proYido4 cml)' tor tho p-oducrtion ud diotributloa 
ot r;ood• ouoatiol to _,. proclucrtioa or to tho -.i.Dtaa.Doo ot tho bo&lth aD4 
ott1o10110)' or tho o1Yil1on poplllo.tioa. ........ ....... it 1o do....S_adYiablo to -
OOUn£0 OODtiDuod . JII'oclucrti011 Ot DOa-OII .. tlAl oo-.litioo, prioo 1Doroo.ooo ro.the: 
t~ 111blidioo o.ro 1adiooto4. 

(o) All pouiblo ooot .-ioo ohould bo roquirod botoro oulloidioo o.ro 
ua.ntocl. Thio oondit1oa ,....... not onl)' tho.t ""oto o.nd ozl:ro.""POOI •ot llo 
oll.m.IMtocl1 it noane o.loo tho.t poo1t1w procna• .. ot lie o.4opto4 to oto.DdariiM 
or oiaplity output, oonooatro.to produotion to , .....,., optiaa oporo.tiou.. a.nd 
out oo oto 1D othor ""'-YI• Suoh o.ODOIIdoe nro D-UIU')' not only to protoot pr1oo 
ooilinc,a, but nleo to eoauro mx1nn!l UIO ot our ro10uroo1 tor wcr. 8uttio1~t 

ooonOII.ioo will not bo o.ttninod b:y Nl¥ n~~to..llt1o prooouo.. Poiiti'fO and Yisor• 
our Oo.vel'llliCIJit proi"QQIIi o.ro noodod. 

(d) 8ubo1dioo ohould llo cro.nto4 ""17 to thooo tirao ""1oh otlll noocl th• 
~or hf>'l'ini IIIU!o o.ll poioiblo ooot ooono.Uoo. Tbo:y ohould bo r;ro.ntocl on 011 
1nduot~wido bolio oDl)' ..,.., tho protito ot produooro ot tho 1lulk ot an indue­
try• o o111fut o.ro o.t uai'OAIIOallhl:y low low~•· 'Oalou 1Ubo141oo oro oOiltinod to 
tho t l.nu ld>ioh nood th011, o. p-tiol pArt ot tho oo.Yinc ouoo1ato4 with tho 
ouboid:y doYioo will llo loot, and tho ooot ot abo141" will appro11oh th<lt ot 
prioo t.no.roaeoe. 

0 0 0 
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• 
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IDCllll\'l Offta 01 .... -

OFnCE FOR E1i1E1tGD1CY MAIIACIEIIDfT 

OfT'JCE OF ElCONOMJC ST.&Bnn.&TION 
WA3IM:JIO\ o. c. ~ rk-e...R .!Jo/'.1..1.. 

~· 
r. aY'RJftl Dece!Dber 8, 1942 

10' dear 1tr. Sec,..t.&rJ: 

'lba Board will- en Fridar, Declllbar lith, at 
ll:OO a . 11 . 

We ahall diacuae: 

1 . Cove.._,t pollq with reapect t o eubaiclioa designed 
to hold down the coat or living (aaoranda previouelr lnilmitted br 
Keasrs . Wickard and O'Neal). 

2. Proposed dairy products program (memorand\111 to be 
submit ted at. meeting by llr. Wickard). 

We should be glad to have an upMieaion o! your viowa 
on any aspect of either of these subjects, it you have not ~ 
Ollproeoed th •· 

SincerolJ roura, 

Hon . Htaty llorgonthau, 
S&CMitaty ot the 1'l-euury 

1 
Waabington, D. C. 

• 
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ID:l1lln CIPICl 01 - -
On'ICE FOil EICEIIOEIICT IIAifAOEIO:IrT 

OFFICE OF ECONOMIC ST.&BU.P.&TJON 

De&r llr. S.cret&rJ: 

I aa enclosing eix copies ot the lliJiutea of the 

Jaat Board Meeting. The next -•tiDe will be held Fridq, 

Deceaber u, 1942 at ll:OO A. 11. 

Very truly yours , 

114 

3~ .... --<=,. 
Director. · {// 

6 &lea. 

&norable Henry »orsent.bau 
Secr e t&rJ, Treaeury Departaent 

lluhl.Dgton, D. c. 
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the Econowic Stabilizat.ion &ooi:td Mt on P'l-1\iq, Nov .. ber 27, at 

11:00 ~.il. 

!'resent: The Director (presio1nf1), t.lr. 1\'l.ckard, llr. Jones, llr. 

Eccles, J.!r, Slllith , llr . He.nderaon, llr. Davis , llr. t.lurray, llr. Patton, 11r. 

Johnaton, and llr. Lubin . 

Llr. Henderson discuased the noceo1i ty for rationing essentW art.-

1clu of food and clotbing, on U!e beals or • meoorandUIO previa~al)' circu­

llted . He •pbuhed the inero!l.aint; r&coiJ)\iti<>;n that rationing is "" ob­

viou>l)' intesnJ. p.ll't or a c""'prehansive oconoaJ.c stubllizatlon progn;:o. -r.y 

effort to atubillza the coat or livin& ..... t, be .x>intecl out, include ,n"Ovil1a> 

for tho fair diStribution of es•ontlnl goods ~hich nre in short 3U:Jlpl)'. 

This iS noceSSIU')' in order to maint.t.ln the vro<luctivlty and the morcle of 

the civiliWI po.,ulation, theroby insurin0 ado~uc.to mw11tions and other sup­

plioo tn Ulo anned forces anci t.o our lllllss . llospitn thib rocollJlition, J..r. 

Honduroon stated th><t there is stilJ. 3~rong r~dst.c.nce tn rationing UjXlD tho 

j)IU't or lllfU1)' pco;>la . 

""· Henderson OXyre~aea :I.e "pinion th .. t wr largu i.ovantnries or 

cons._r gooda, .. cCWO\ll.lteo in 19t.:L, h:.v• conf'lu:ed tho popular underat3Dd-

1n£ Of thiS problu, Despite the foCt t/lut ou:r prOOUCtiOO of CODSUIDer goods 

hu boon doclinJ.ng, incomoll havo lncroasod; tond, mora ilnportant, retuil pur­

cboaoJ h"vu l;one up . Tho resnlt btu• boon w roducot our stnel<-,>ilo or con­

aum.r &oode to u very lOY/ point , u.nd tbo prooauro of ~u:rchnsing po•·•r on 

lim! ted sup~lloo hao buon intonsifiud b)l tho impoli t1on of gonoral rutell 

;rice coilinK• , "" ehorteGe~ apj)Olll', thoN ~111 bo tncroas.xl acceptance of 

raUonins b)l lobo public , s~.:>.tod ;..,. , HoD<loroon. 

- l -
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Ho &lao ;oint.ad out. thnt the va.st..nols ot thlo countcy ;>r<>venr.a 

•trl alaviah ciupllc•tlon of for elr;n rdtlonin& sy3tou. for in&t&nc.,, 1n th~ 

r<'~lcnlnc of fuol oil, our Govornnam~ hA• att..mptoci to distribut.o tho aup-

1,1), cn u "t&Horvd" baaia rc.thor thUll lr.r •oo•u more e~ut.a.&t.lc <~othod . 'ibo 

obJ ••~ of this, o.ccorciing to IJr . liundur:>on, \1110 to cut d.o•m on tho con.rruop­

tion by larsur housos , though this might 1nvolvu o ri•k of p.~blic opposi-

tion. 

.ar. Jj~ndurson lll.ao po1n ted out t.i'.lit public roactlons vuy accord­

in& to tho coo.uocli~y tihicb is involvod. for 1nst4nce, there was tuli pub­

lic 'cco.,t.<.nc~ of t.be nccossity for tiro ntlonin,, and yet rooistancc to 

tl.e n1 tloninc of tlll<I<>G"' t.hr<q!!l control of paolinc. lbor~forc , each COO>-

modity r01uird • p.>clal study in ONur to d~viJ<> " oyatcJIO of ratiocinc >hich 

t.1l1 b.JDt fit tllu nnt.ioru.J. nuod and b"st ol>o.<Un ~ublic accopWnco. 

11\oro 13 onll uni VYr:lhl chnractAJrisUc or ull l'ationing syatdllls, 

••io >:r . llundor&on -- " r.:ltionln& ~urr.ncy ur enra . It hn• b.:lon thu dif-

ficuHy of prupo.rine t.hosu ntion1r•& books wl\ich hu• ofton caused doley 1n 

tho 1nn1tution of rationing l'ro~;r:u.a . ·n:~"" cicla)os h"v~ occurred 1n JOAil-

1.1\g, in parc~l j)OJ\o, and 1n priDT.L"tg . 

lt.,.ts, witn tbo j>robablu inclusion of chutt&o, trill bo n.tioned 

an " j)Oin t lx..i:>, u,e....,by ,>N3~,..,~~ th .. J...rgvn ;>oasible rongv of eon­

=n:oers• choico. lluttar, or. the other hlllld, ~rlll ,>ro!Nbly b.J (11'0Uped with 

ot.hur f4t.s u.nd oils 1n n aimi.1!u· .sya'to.~l1 . 

ln nnMt"r to inquiry by tho Dlrvotor, ~lr . ll"nd~rson stutud thut 

lliO Oftlou of Pricv A<.ll.linistra tlon dou& not hu~ :.uthority <.t pr<Jsont to 

dotuno1no 111'111t CCL~~;~oditivs sh..U bv r ution<><J . '!hie uuthority is noll vostod 

ill tho vo.rious 1n<lual'> br.mohv!O of tho li:..r Production Boord. 

- 2 -
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11r. ik1rtV 11¥juired of Wr. Hund~raon muthor the con of food 

swff• hall r.ot riaen onormously in rocan~ 11011tb5. Sucb incr....soa, aceord­

l.nS to i.lr. lolurray, l1ill bave a pronounced offoot upon ""flO d""""ds 1n th~ 

fUturo. llr. Hondoroon replied tlw.t, thoul!)l thoro huvo buon sharp 1nereaoo3 

durina tho pus~ yoar, tho raw of irlcr..uau bM ooon rapidly docolorating, 

and allloat &11 food• 11ro nor. eQIIling undur {Jrico control. Only treell frui~ 

w1 vosoWblos will reaeln Wlcaotroll .. d. In anner to 11 furth~r ;;ucstlon 

~ 11r. llurrQY, ..,. . Henderson stotod tbl.t only oillh~ or nine pereont of fooo 

picua 18 now rrw fi'OII ceilings. iillon tbiB atot.eeont """ questioned by 

11r. llu.n·IIY, 1~ r.-.s uereod tlw.t llr. wbin would prv.,....a " -..:.or:r.ndur.. upon 

Ibis subjoct tor discussion nl " futuru ..... ~inc or tho llodrd. 

llr. futton 11Skad llho>tho>r tho rocOIIIIlondations of thu Food Roquiro­

aont;s Co=~ittoo for tho rationing of food wore not subject to review by 

U!o industry branchu• in th• i .ur f'roduct1Qn Bollrd. lir. 1\'ickl.rd stoted 

th>t ao a ~r-... ctical IJlntto>r this wns tho casu, und blucod awo of tho dolQY 

In 1nst1tutina rotioninG progra.cs upon thlo fact. llr. Patton •x;>rcSJod 

tho opinion that thu food industry br ..Lllcbes of tho ~o.r Production 1lo<1rd •ero, 

ill A lui• II ....suN, undor thu doodna tion of foo.l proco~Joor: dlo •ould tend 

to oproso ratlonins. 

Th4 Di.roct.or anort<A tbnt thesv del~·~ , • ith tho <.ttcnd.ont pub­

Ucity And ftultor or confllctl.ng stM.,.,onta, eon•tituWd one of the mo•~ 

la,>orwut difCiculti.:>s in setting up n succos•1'1ll r3tloning policy. llr. 

Hundorson a&l"ood, referring to tha fuol oil siwotion ., u t.l"?iCal OX$!11ple. 

llr. l'lltt.on inquirod ~'hother rutioning could b~ utilized ''" a lDOJliB 

llf control ovor ticnorul .>><p.mditur"" · lolr. HIJI\Ciorson ropllod in thu dfi.­

au.,. , but a.Ud Uut no ulternativo cou.ld obv:iat.. t.ho oocoS>icy for specific 

rnloni"'. 

- J-
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• 'lbo Dil•octor l\llUn inquiroo of llr. H""doracn u to shut C<U) bo 

done to apocd up tho preparation of rotJ.onin& progrw;;a. lir. Henderson ro-

plied tb:>t fr~ur authorization by tho Budgot Buroou for adv:mee planning 

•ould bo bolpi'ul , oa r;ull o.a SOidu offor~ to ovu\"COI!Iu th$ printing bottlu­

nuck. ~t ~reaont, ll.r. Henderoon statod, propo.rCltiona co.n bo rodo o.n.ly oftor 

• formal doohion to r:>t.ion o. po.rtieulClr eoc~~o~odHy or group or cOIJLJOd1-

tloa . Tho Diroe t.or oxprosaod tn.:> opinion thCl L porfuction o.nd fool- proof 

..,ebMiaa IOUit oo •-erifieed to spood and aillpl1e1~ . For Olal.mplo, he 

etwel tbo uae of satet:r papor i.,, tho> pr..paration of rot.1on1ng books . 

lir. Saith r~uestoo lir . H•nderaon w propc.ro and cireulo.to " 

briof DOI>Orcndu: on thu objcetiv,s of r :.tioning 10 th:>t tho Boord mombcra 

cocld ilgruo upon o. svt of coc.on prineiplua. He o.lso o.gr<>od to hovo thu 

Buro~u of thu Budg ... t yro,.. r ... o SiJ>il= •tawraunt ootting forth in detail 

tho procucluro by rmich n rnti oning prognWl ia now dvturrainod upon o.nd put 

into offoct. 

l!r. Bcclus oxprusadd gon~r--1 agrouClulle ,..lth tho ~sit.ion tc.kan 

by Mr. H.mcloraon . ·ro umphrulizo tho ""gnHudo of tl.h> Job, ho eitod figuros 

on !nerocuoo in du;>artob::nt. 3tor... ....:os in vnriou.o loe.llitloa, uv.n-aging 

obDut. ~5 11Jurc~t Cor tho \lflt.i.rC c~!.l')'· Mr. dccl41 Wo ... phe.31.wd tho 

neco .. i ty of parulldl cet.ion l!1 t!>" fiuld or :.oo.tlporor, produe tion and flaw 

~l1cy u nuoounry in ordur to minial...., til• <liffieultioa of rnt.ioo!.ng and 

to r~llUV\l tbu proaauro m suppli~s or consum"r gc;oda. Nuvortholoaa, ho 

•~rong.ly cmo>~~Qaizud thut he •aw no po~aib111t)' of e>void1ng tho r ationing of 

•seon~ial food ..nd clothing, and f'-<vorod tnu institution of those 11oasuros 

ut onett. 

Mr. Pt>tton o.grood. with 11r. Ecelus . Ho o.lao st.rongl:r urgod tbo 

n•••••i'V' of contl':l.lhing control ov..r tb• untir.o fiold of production, 

- 4-
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...,P"".,. and civillllll oeonoc1c policy, u.a ruc.,...ndeclin tho joint stato­

-tor s..,t.ora Tnlllon, P~ppar, nnd KU&oro, Gild R.lpruaootathe Toland. 

Jlr, Patt<ln roquaot.oel that these roc~ticno bo diacuased at 11 fUture 

•oot.1n8 of tho Boord· 

Mr. llurrny nlao agreed with whnt lo!r. Eccloo llltd llr. Pntton hAd 

pr.viously uicl . Ho urged tho importance or r:laintaining civilian control 

ovur production, procuroment, m:mpowcr, a.ncl economic policy . He fUrther 

oxpr.ssed tho opinion thAt so long ae procurldllont ro~Uin.xl in tho central 

or tho aUitary aida or th1> Covernaeot, it WOuld bo V<lry dif!'icult to fo.-.... 

ulcow on etroctivo production end mnpcnror progrua. 

llr. Do.via Ggrued rlth the rocr.a.andAtiona of llr. Henderson, fav­

oring 1&iodiato acti on . llr. Dnvia ldllpi:laabod tho i.eportanco, aloog nth 

rationing, or o.uuring the p..oplo that 4 minl.mulll supply of ossontilll goods 

will b<. pl:mnod for and gua.ra.ntu.:>d . Hu lllao urgud the nacossi ty of ado­

qUA to j)Ublicit.y to acquaint tho pooplo ~'ith tho nocoeoity for rationing. 

lu . Ecclos agreud •nth t!Josu sugguotiona, pointing out that the 

ID>intoMnco or llinl.mulll civillo.n roquiromonta ~Ill oqua.lly 45 i.eportant as 

providin& for thu ndod3 of thu nrm.xl f orcoa . 'tho Diroetor nnd llr. Ron-

doraon vxpr•uod Clceord . lor. Hunc.>r•cn ...,.~rtod thAt in 00110 .... ,,, the 

Anl,y •oa ,>lwming lt.s production pr~gr:-.a l'ithwt udt.Jua.to e<nslaentlon of 

ossontial civil ian no.xls . 

11r. Johns ton st.. tod that poopl" in GvvornJ.>Ont ruua t atop t.l1lldng 

and do ICOliO strnight thinking. Bu ugruud with rug,uks proviuuoly mudo us 

W the n""oad t.y of 1114intu.ining cl vUlan control of tho ucon<>ll1)'• H.e nlac 

hold U!o opini~n tbQt the Director of Ee<moco.l.c StobilizQtion oruat <UISUJDo 

IIOru poliGr and rva~nsibillty . Ho f'urthur otat.oel thAt in his oplnlon tho 

Director ahould lllllkt~ grea.ter usc uf tho Jlvnl'CI ,...,.bora. '!he Dlructor ngrced 

- 5-
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witb thU NCCOJD<.ndati..n, sU.tiJl& that it "":> hia 1nt...nt1.m to rulal.t ""~ 

iou.t n.ti<~ninC prosroas to th~ n>n-gov~mwmto.l 100Dbore or tho 5oord for 

tboir roviow und undurs ... ,ent ,>ricor to o.ny public o.nnouncoliiQil t cf tbe wr­

io>a ro tioning r.lOOSUl'us . 

llr . Johnston pointud out t11nt it .. ua !J.Iporto.nt for tho lk.'hl'd 

""''~rl to hol~ in s.>lling tbeso n .. ceseary .... auroo to tho gonorel public . 

1bo Boa1'1 adjJUmod at 1 :1,5 f,IJ, t.J moot og41n on Frtduy, Dvc.,.,.. 

b..r 11, 1~4l, c.t ll:OC. A.W. 

*"* 
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