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lloar4 of looaoaio Warfare 
'lallaoe1 e leUer u4 or4er .. rerolt of placlac of 

.UI.ahtraUoo of forelp rullller procru l.a -'­

of Jeoee J ooeo' ~llller Reoeroe Co~- l/85/43 •• 

x .. uec *e4al14 for Jaa"""7 38, l M3 - 1/16/ ~ •••• 

a ) l)l olftlleloa plaDD14 oa 
1 ) Cork a..4 llrl otleo reporto ••••••• ..• ••••••• 

2) Go14 alDlnc ln Coloa111a a..d 111carocu 

Brlttllt 
See Board of loonoalc Warfare 

- 0-

CaDada 
s .. Laodo.Leat~ 

Cork 
See Joard of ·lconoaie Warfare 

CorrelpOB4cce 
Kro. l'orllula ' t aa11 r eporu - 1/'22/43, l/29/43 •.•••• 

- J -

11nanclaco eo ....... .,, 
f ederal JleaerYe ope.ratlona in Oo•era.a•t aecurit1ea -

1/23/43, l/30/43 ......... .. ......... .. ............ . 

War Sa~lac• Bondi 1 

Pqroll Sa~lac• Pl.,.: AftalTtlt at of JaaU&JT 15 

aod 23 - 1/'22/43, l/29/~ ...................... .. 

- I) -

Gold 
See Boar4 of lconoato Warfare 

- I -

Ioteraatlooal 8t&b111oatlon l'und 
See Poet-War Plann111C 

- L-

Lando.Laatl 
.t.llocaUoao, oliUpUou, aod np111d1 tar If of full4t 

approprlate4 t o the Pr~tldeat - report at of 

Decealler 31 , 19'2- 1/3&/43,.,,,, •.••• . ••••••••••• 

Report tor velk endlnc Jaouarr 23, 1M3 - 1/3&/43 . .. 

Ste\t1D1ua1 •~t .. eot (propooe4) before Bouoe l'oreip 

Ufaire c-t "" on en .. don of Act - l/30/ 43, ... 

llooll Pece 

60G 132 
1M 

166,160, 181 

19,192 

17,190 

218 
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Lod-L&~oo (Coo.UJiud.) 
c.aau• J)eco&~l>er lMll ,,..pl••l \o q11oU'\Irl7 oo\U.to 

of b&laaooo ot ,.,.eat•- 1/ 10/43 ••••••.•••••••..•••.• 

u. 1. l .ll. c l&atu ot lortot .U4 Procraa a• ot 
lleolllber :n, lMll - 1/lll/43 ••..•• •. •••••...•...••...•. 

UaH&4 ll"C40111 
.Urorat\ 4o-\ob&4, .,..b •4lac lao'O&rl 11 aacl ll6 -

1/a&/U, 1/10/U ....... .. , ......................... . 

J'&4erlll ll&o""o .lui< ot lw Tori< o\a\-\ ohowiq 

4oll&r 4lobv.r oneo\l, wHit eacUac laa11oU'7 30, 1M3 -
1/10/43 ............................................ . 

Llbrar7 ot Coacr••• · 
lllnatll ot ~t Pw>cl Boarcl aiiUOC bol4 luno II, lMl, 

t ill\ to JDI.Jr b7 llaoLilob 0 11 _......, 21., 1M3 . .. •.•• , •• 

- II -

lllllt&rJ lepor\o 
Jrltiob opera\ioao - 1/21/43, otc . ..• •.•• • ..... .. ••••••. . 

Ottloo ot war lato..a\loa roporto- 1/111/43, 1/ 22/ 43 •..• . 

- 0-

ottloo ot looaoaic Stabilloa\lon 
lliaut11 ot aotiUac - 1/22/43 ................... ... ..... .. 

a) Dioouooioa ot 
1) llolaUoa botwoaa acricul turlll prlcoo aacl 

lllcraao&4 prod.acUoo ot tooclotatto ( Viclt&r4) 
ll) llolaUon ot acricul turlll we•• t o _,..pl7 ot 

tara labor ( ll.,.uU) 

_, _ 
Poot-War Plaaaioc 

latornaUonlll Stabllh&UOD Pwlcl1 Contor011co in 
D. W. loll' • ottico; proo111\1 loll , ~1\o; lorlo 

• lJI 

110,161 

1 

13,1•.•1. 
133,139 ,1611, 
180,186,187, 
:M3,liU 
184,1811 

16-.1. 

acl P...,.oleq, ot 1\a\1 lltpU\a ... \ - l/'il6/43. . ....... •• 143 

-·-
hbbor 

~~· loar4 ot Sconoalc Warfare 
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1\Ulllaa\loa fu4, la\..,..U-.1 
loo Poo\--.r Plaaalac 

u.a.a.a. 
aoo L•ul-Loaoo 

War I&•I.DC• loa4o 
••• J'laaac1D.c , Oo•ei'IUI-a\ 
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- w-
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COHG- Of' ntl: UNITED STATD 
~ (:CIIMMITNK OH ....,. T IOH or 

MOl llAL~~ 

·-

There will be a meeting of the Joint Committee in 

Room )14 !lenate Of tie• fl!.~:.~ ...... on f_t;!.J!q, Jan'-~~ .. 

at_.!Q..!!,.!'!_...._U.o-11 execut ive eeaaion ) 

To .E.!!::...Dr • .~.!:~~!~!!:! ... 2~.!.!:~! .. !!.~ .. !?..~.~~1!.~!! ..... . 

-·sz;:;.&0 ....................................................... ----
~~ HARRY FLOOD BYRD, 

. / OlloiNM ... 
'/ ?,_ 

;6-,Y~~~e·JCC.. Q:m.<~-'-

11 

._., 1 

• 
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CICIP! 110. ..J1 

Ofi4 ... 10 

FollowlDJ io ou~U., •- ot opent.t.-1 -'- -t.c Ulll period l4tb - 2llt Jamart. 1<)4). 

1. 1WA11 

S!J!IWII!!i www. w..c ·~ 20tb 7 attaou on U-boata by ..... ruo crat< and 12 by aiN..tt, , ccaoidorod proaillDJ. Belat.ecl Nlporta or S prwiolnc at.t.ack.a rec.elwd tro. O.S. M11val •uthorit.tea, one or thoao 1n S.W. PAClPIC . At prooont U-boat polloy 1n A'l'lJ,NTIO ••- to bo oonCOl\tl'<ltioc 1n N.~. Approooboo. 
SRIPPIJ!G C.ISJ!.Y,Tifa. Dur1nc tbo - l.6tb - 22n<l 1nol.,.1vo, 11 ollipe • .,.. roportod torpodo..t. A larso Pan~~~&~~ian ell rorino1'7 ohip 1n a bcoloboW>d4 .:;:::;~ s.w. ot ICfliJ.ND; a 8rlt.leb ehlp ln. C¢iY0'1 oaat. of DtX!RAJ'tl, a ..U Brlt.ieh •· l\lnlt1 prob&blt by a oul•arlno, ot t CURACAO, 2 coS«! petrol MJrloro (Grook an4 !lcrwtgion) off tbo coaat of CY!UliAICA an4 ooo Britioh ohip oubk an4 ono U.s. ohlp chmasod off SYIIIEI, N.S.r., one U.S. an4 2 Britith thipo .. ,. -...s by aircr.ft oft t.ht •• African -·t an4 • B&lcian ohip .... claapcl by alno orr "· coaot or SOOI"LAND an4 booched. • 

~· f'our ocoan convoyo totallins 86 ahipt orriftd 1n H- a toro wUbout loao. Im,.orto 1n con'foy into Unit.ed K1nsdce wook on4infJ 16th - 5151000 tons or which 244,000 oil. 

GJl!!!W! D,im. SCIWUIIIORSf on4 PlUIIZ I:IJODI bolltft<l Nturnod BALTIC !'rom SKAGBRRAK. Roported thot HlrPt.R woo 4aaopcl 1n action ott Nort.h Norway )lat Deceebtr. 

JAPA!!ESE PLEE'f. ~U...ted now in •out.hwoot Pacitio - Battluhipo S,, convortod airora.tt carr1.era 2, 8• cruie•r• 8 , 5'2S• cl'\llHH 7. 
2 . I!ILIW!J 

' 

MCB 1!01!1!1 4l!!ICA· In lilt lort.bem Sector ro1no contl.nuocl to 11al.t aet1'fit1 to Pltroll1nc · lln-.y it noo otrcncJ.J ontronchod. OporoUona t\lrthor oouth • • roporto4 in <lail.jo orra.. Eotiaatocl .. .., -batu>t •t.roncth now 40, 000 c;or.u, 1 c;", 000 I t.t.1.1ana, te.nke unal. tAred. • .. 

lAB ijMT. flllllllll. AIIAICAII. lo-oo rooietoaao 0<>11tim>H on U... !XIIIli.IJ( (MUU Pooictul.o) - IATIIIWIICI. Ad'ADoo I'Ntriotocl tar 41ttioul\ -ur, whore lllhl< booboo ....,... pron4o -~-t tor Jo....- oniparo and ubuabot. 
GC!!£!W,. ODt Jopon- Didolal bao loft Ceatnl CIIIJIA ball- tor llRHADI no CAIIOI.Illl lSLAIIII6. 

~. VU'iouo roporta indicate \nDOfar Gt.-n r-ti- &]Met 001'­talnlr 1.o RIJSSU • ..,... ot 7tb- D1wlo1on oontu.od bat_....,.. ot othor Didoiono -.Mel> hon- ·~ ""7 ba aowiDc not rot ~moe. 
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) . .liB OPIMDSWS 

. !IJ!SIB.nu!I. 2 bea"J nicl>~ n.141 011 BIRLDI oa118ed lobe a_,. to r eact on o boa'lior ao&iltbaD tor ,_. Uat. reaturee ot t.be a.e.r..... raid OD LOIDCI 17tl>/l.SU> .. ,.. U>o l.aJp - ot c111t"""~ IIIli~, repro••~ - by a t• alJ-. crat~. ere. wbicb U>o .~~oldDc toroo wo dn• oad Ula\ a\ lou~ bolt Ula to\&1 for« - ere. aboU\ 6 ditf-t -. fr&~ Oailo, ot oboa\ 70 aircreft doapewbed aboat ~ N&cbod U>o cut.aldr1- of ON&t.or LaiDCII oad 2' ot U... p.>~~o­~"'~ to wiU>in a 10 ailo radiuo ere. U>o ••lr.. 
~ .. J!.~Mi~~IL. ... AA~boat 20,000 t.cno ct - obippinc .. ,.. llllllk by our aircraft ~illc at~ou on obipe .... - - N&ulto could not bo ccnelwll~ oott.&~. At looot 1' ..,_ t.nAapor\ aircreft bo­

SICIL~ oad 1'01tiSU .. ,.. 4la<roJed. 

~· An indication tba~ tho lluODlan Air torco 1a koopinc well up babind ito advancinl onoleo 1o ~tl•\1'\ ~ho location on l'th of OCIIIIO 2)0 ·Ruoslan • ireratt in an aroo on U>o SfALI!IC~AR rallftJ' about 60 ailoo bohiz>d U>olr fonoud trocpe. 

ppl.I.§UR.-S~IN!. U.S. attack 20th Dec•ber. Report.«~ COMid.orablo caoualUoo -a._, porOOMol oopeciallJ in A.A. gun pooltiono •• DlNct bit ... orncoro• lloso. llon.l.o of Froncb in nolfjbbollrhood raloed by attock. 

DUISBURg. Attock 6t.h/7U> Dec .. bor. Eye witnooa ototoo tr""""'y d opot almost w\ally doatroyed (statoo.ont conflrmad by !'botoerapbic rooOMaiooanco) . This woo Min depot for -1• town and woo ooarly ruu, edjacont t.ru d-t also ol.oot to\allr dootroyed. Conaidorablo ~rat£1c oUoloc&Uon for 4 
in mcb oboentooloa oad lato arri~ in faotorleo. Roliof ~roao rr.."':,~:~:..,.••a~ towns 1apract1cablo einoo gauge non·atandard. Skeleton We aervic~ o orcanhed wa.a ineuttioiont and l#t.onoiS of' workers -pora1otod for aome t ime. 

'. t!9!!Z SECURI1I 

Ho -..of cUi tory ioportanco. Eott.&~ el.ulan cooualtiu wook ondinfl 20\oh (not including tlgbtor bomber rold obuth LONDON aldday 20th) - kllled 99, ••.r1oualy wound ad 2~ of wbloh 78 and 221 in London. 
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!Of IO M P=2'nJ1'DR 
COPt 10. /..3 

OtttJ, ttg. 24 

Infor:-Uon received up to 7 A.M., 2u~ JMuory, 1943. 

l. WAI< 

- ot K.M. Oeetro1or• 10n1< a 3,000 ton ohip orr SOOTR s.\RiliNU "" 
18th. - othar Oeotror••• in open.~tooo ott 'I'IUfOLITIJUA on 19/20 IOnl< ..,. IMll 
Mre.h&nt ehlp ucl ten otber eoe.ll Yellol.l. One ot H.at. Sut:marln•• torpedoed and 
probobl.T oanlc a 5,000 ~ obip off Ea.st I'OJIJSU on 19111. 

2. !!ILUW 

Ym· 1911>. 'fbt """"" 001\ttn....S 1111 rltbdn..U ... - rr... 
TAIUlJXA and wo ZI.UU. "'t or tlliPOLI. Contact wi<ll 1111 r-1'<1 - Mdo -~~~ 
•at of TI.JllllliA 1n tho .,._,ina, 7th ~ Dinolon nnd 2nd ftft z-land D1•FUIOD 
coottnuod ..,..., •• 1n parallel ~~ -tina llftOtie&llJI no oppoeltioo bot ol<>WOII,j 
up 1>1 dlttloul~ IJ'(IIInd LOd llinea. Slat Dirlolon -~lnutn1 adT&nce aLooi -·~ 
rood ontared ZLITIN 110m1n1 &n4 continued t.on.rdo JtOI/8 • 

.B!ZW!· 1he Ruaolano have copturad PflOLl:f ARSKAIA about <O mlloo 
northoaet. ot SALS.lt. In t.ho nort.h•Vl O!oVCASUS t.h., a.ro ~ing t.ho rotreatin& 
Gol'MII rorou northwootwal'd utrldo thu IWtU-AOSII)V roU.n.,y . 

• 
20th. atoequitoe obt.ainod • nuaber ot direct hita 

on tho Htn&•lo works. Fichten OYir P'ftAHCI 4lusaced 6 lOCOIIOt.i'Yo• and 
d .. troyed on• r.w. 190 e.nd de.mclaed 2. Abovt. 60 onOCI)' droratt new orer aout.heaat 
diGWD, )0 of them (P.11. l90~e) tlJrinllow opo,...ted over Ki:llt, SUSSEX &n4 51JIUISI, 
U ponotra!ACI t.llo Ullllxrl Araa. ~ o .. uoltioo 1), ), 9, OUre 2 Spitfires, -
pllot oato. 20th/2ut. 8 aircre.n '"'"t ooa atn1na. 10 on- o.lrcratt opB"'t.ed 
o••r eoutbMat a.GL.JD. £ntJ1Q' eaeue.lt-iea 2. nU, nU. Our• one ~uit.o. 

IJ.l!IA. 19th. Pipter '-!>oro cootlnued t"""'sl>ou• the dar to 
attack ontoo:r M. r. In tho TIJU!UliA e.reo. U.S. LIIIU-boMd Ll'bor· tore -bod !III1'Ill.l 
Barbour. At olpt Mal~ Wo~a patrolled ott PlldiCH !101m! MIUCA. 

18th/19th. B.ielera att..cltod objoou ... bot.non 1'1l!US and SOUSSJ: 
ond blow up a tMin boU .. od carrying petrol. hlltncton• dropped 26 tooo or 
on BIZERT;. atarttnc Loree tlrea. l9t.b. 56 u.s. Fortrouoo -bod rellny cOI>tfioo 
ond othor objooUv" eouth or 1'U!IIS. SOUSS8 no attacked b1 U.S. L1bon.ton and 
e. amt.U lhlp ... hit. Succ•aatul attacks wore Met. oa WIDiltilft and on M."l'. 1n the 
DJ E!IBoi-IWU!:fH area. 

•hip wtdch ... 
i\lbloor•• ott OJERBA 

4. HOMe; S!CQNU 

20t.b. LOIICOII. 5bor1.lT attar atd<la)l -bo woro ocattared In Sout.ll 
lae~m dtotrlcto ••-ponied b1 ••hiD• ""' tire. ~ dtnot hit OG a LoadoD Coal>~ 
'-cU School at LD'ISH.\11 cauaod HWorlli oonalUM -• ~. <Q .. .. ..._.not ...... 11 .. aliJIGucl>- Larco n.. In--· lA u.llOI ..... 53 
killed ro.,...tod oo tar. About tho-U..-_.. clroppod at- p1oOM 1o 
SUSSIX, 50RIIlt ODd ISLl. OF JICRr nthout ..n- -,e. &Uo -I.Un.blo 
•chino 1\10 fiN. 

Regraded Unclassified
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l!E!.'O'!.Am1Jll r'OR 'l'RP. :'ECMTAitTI 

l'l'e bad a pt'ol1D1na17 aootins in CN.iftl&ll Dou~tcm~• 
of'tlco thla aornin& attenclod by tl11 Chal l"''aft, Jere 
Cooper, Ilea nianer. and Roberbon ot V1r.;11lla. Sba 
alco attuclod. fie diaouaaod the llmU a1wnt1oc at 
OC%10 length and tho llithholclln ; probloo ~Or lil43. ?lo 
apoo1t1o 00110ludons ware roached eDCl 1t wu 4.o1de4 to 
haw another DDot iDII !.!oodq oftDiD(:o J~ a6tb. at 
7:30. In ~.ho DOant!De0 I ~ to turnlah thelia attencJ!nc 
the ••tln"" tdt.'t short stlltc.Dta or ftl'loua aothob 
tor provont in.; 1:1Ddua doubll~p un<!er wltb:loldlnc• 

It w:w c.lao ::uooeatod b;r Robertson that the T%-euury 
j;O t out IOta ot&t-t 011 the RuDl ~· I oald 111 
noul.d draft a ata.t..nt tor thl l!on 1111t1n<z !or the 
1deaa or the CCialdttH ~r.. X ~o:a erod the ~ 
hlproa1l on thc.t all thooo a t tend!ncr the :aetiD.g •~'~ 
11.;t.inct the Rlal plan. Tho Chall'l:llln augf;oltod that 
oolleotlcm at the s ource could not be 110ll cta.rtod oo!ol'l 
July ht, l:.ut ave17body a.,-ood that 1 t should 'le .... 
at !IOCIII his\~ rate tbOil - the rate to be dete~d 
wet depend u11on Wit ill douo about the doubl 1D2'"Up 
prob~ I outlh* to the -tl na tour plua for 
troatlnc the doubllDg-up aituatloc: 

1. !lo ! CII"cl-••· wt .->rtbatl oc or the 
untorcl'Nil tax Oftl' a r.IOQI!bl.e por lod. 

2. r.o tor.:;_i'ftiUtlll but coUoctlon o!' tlw 
untor(liftll tax b7 additional oolloctlon at t ho IOUI'Oie 

3. no t or!;iYODello but appl!o .uon or the 
untorl:lwa tax a~t 001111"&1•017 llndiD£ NCJUir-nb 
it OOI:ipUIIOl'J lcldlntt allGQld be 1n tM bill. 

4. '!'be 19% torgl-aa 1d-. It _, t.pllolt 
t.'IJ&t torG1,_aa ohould be applloabll tor ~ ' •lt 

.... • 
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of the year; then lat er ne talk •d at eome len~ 
nbather there abould be QOre th~. one- half a year ' a 
fort~Taneaa i f ccllootlon at the eouroa nne not to be 
done until July 1. 

$tarJ auJL~oted some additional plane, notably the 
1941 or 1942 (nhlchenr is lower) plan, a.nd hi a 
~J0-$30,0u0 en~ned incacc r l nn. Ho also ~u~~sted 
t~o idea of for~iveness of tho two top brackets. 

.;O :'nr a:: I could :;ather, the 10;:: ! or.:i venoss 
i dea seewd to be tho cost aocopt ablo, hut no one 
hA' apjorontly clo3ed his :dna • 

... /kfa 

16 

. .. • 
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RELATIOII ~ AGRICULTURAL PRICES AIID IltCl'.!:ASED PRODUCTION 

01' FOODSTUFFS 

" Asalll1lill& normal weather condition111 the total output of farm products 

in 1943 ~an bo increesed in only two war•• 
(l) B,y gettill& more production from tile land now in cultivat ion 

(2) B,y brijlging in new lend 

'nlare is a alll&ll aaount of additional lend that can be brougllt in, but the 

bulle of tho increase IIIUSt cooe from lligber yields per aero and c:ore live-

stock production froa the land now in use. That means greater effort on 

exiatill& fan~~~ and lligber costa inCWTed for the adcli tioD&l product, These 

costa IIIWit be compensa,ted for ! n the ronn or highar prices or by other means 

of increasill& farmers • returns. 

In 1942 our total output of agricultural products wns 27 percent 

above tho average for 19J5- J9. rn the last year, production increased only 

8 percent from the average of 191<>-14 to the years 1918- l'l. Although there 

are very definite Ullli ts to increaaill& the total output of farm product s 1 

the more easenti&l products can be i ncreased both by obtaining a higher 

yield per aero or per an1...al and by alliftill& from one crop to the other 1 

such as from oats to soybeans and froa ahort-ataple cotton to peanuts, 

The inoreaae that can bo obtained from sllittill& production into the more 

essontio.l products i s by far tho most important . For inotence, the acreage 

ot soyboo.no harvested tor beans Wile incroaood from 518811000 acres in 1941 

to 10,762,000 acres in 1942, and t he aorouso or peanuts picked and threshod 

"as increased from 1, 914, 000 acres in 1941 to .)1 6CX>, OOO acres in 1'142 . 

Acra.go allitta or tllis kind are made by farmers who hAve been producill& 

the crop in tho old producill& areas and by new crowors in the old producing 

areaa, aa r oll <LS by new growers in new produoill& areas. 'l'ho trmendoua 
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increase in peanut acroar;e in l942 involved utabl1thlllen1; of lllllDY now 

producing areas, Tho inoroaae in dry bonn aoroace Which we are attempt­

in& to get for 1943 will require establishment of now producing aroao 

in the Eastern Plains States where beano will be aubati tuted for wheat • • 

Frices received for t ara products aerve aa the incooe inducementa 

for production incrouu and tor shifts of tho type just ID8ntioned . They 

tho rofare affect lncreaeod output in four different ways , as out lined 

bolo<:., 

1. Adequate Income Incentives for High OUtput 

Prices for tho produota produced on any one r~ or group of far~ 

1111t be suffi ciently hi&h to cover expenses tnd to leave a s atisfactory 

incoae to the farmer and his family. The proapoot of cons iderably hir;hor 

rotuz-na for the increased offort that is nocoosary fo r a hit;h levol of 

output is a powerfu l i ncentive t o induce t ho form family to work harder 

wnd to take the additional risko involved in incroasod production. 

tloceaaity for en lnoo:oe inco·ntlve to 1ncreo.eed effort i a recognized in 

tho war contract• of othor 1nduatries and 1n w&&e n&roocenta .ith war worker•r 

Pam ineoces 1:11•t also bo auffieient.ly hith to hold fara famlles 1n a;;ri­

culture in competitlon with other work opportunitiot . cash income f rom 

rar~ marketincs in 1942 oro ootimated at about 15. 6 billion dollar a , or 37 

por cont hi&hor ~;an in 1941 , , Thus farm 1ncomo s a ro aatiofaetory in moot 

areas and on moot oiu a and tjpol of farm . lbt if farCI output 1s to bo 

increased 1n 1943 it will bo necessary to obtain ~mum producti on on 

all farma thot havo sufficient land and equipment to OAke a significant 

contr ibution . Somo adjuatmonts in income incentivos will bo needed, 

oapocially in some arona , to cot ~ximum output . 

• " 
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2. Larger Output Coate Horo Per !ln1 t or Product. 

If production or a product such as milk is inoroaood greatly on 

any OliO rarr~ or a grouP or rarma, tho expenses usually riao raster than 

t he output and therctoro tho additional product coats moro to produce tban 

tho normo.l volume of production, For insto.noo, if milk production 1a to 

i>c ineroaaod considerably on a t;u-m whore aa many COI'II oro now being kopt 

as t 'loro is bJ.n:> r ooco tor nnd tho present labor roree co.n handle and it 

little more homc• grown feed 0411 be produced, t ho cos t por 100 pounds of 

t ho addi t1onal milk will be much higher tho.n tor tho nor mol output, If 

the. oows on band oro alroady ted tO eapaci ty, G>Orc cows would bnvo to be 

kept, o.nd pc.rbnps n0\'7 shelter YIOuld have to be provided tor them . Pur~ 

cha s ed food is usually more OJQOns1 vo than homo• grOI'III f ood a, An extra 

l:ilkor llliaht have to be hired or n no:m Qi l!dng Mchino purchased (if one 

could be had) . To got incr~asod output undor such circumstancos , i t is 

nocos aory to provide oith~T higher prices for tho entire production or a 

r~turn for tho> nddi tional product that moro tbnn covers tho increased 

oxponso. Othondoo tho farmc.r will bnvc no lc.rgor income for himaolt 

tho.n if ho hnd not inercosed production, and he 17111 hnvo Clll'Ticd nll tho 

burden and risk inv~ved in incl'<l(lsing out;>ut , 

l • Production in NeTt Areas ~!oro Expops1 vo 

It incrorutod pr oduction of 4 crop , such ns banns, nocoss1tntoa 

groving them 1a o. nOI'I producing = • or ;1t loru~t on f <U"aa \'1hcrc bollns 

hnvo not pr eviously boon produced , some opoc1lll probl.o~1s nrc met ond higher 

costs Qro incurred, FarD:>rs l:IUSt ll.<ll'll how to grow b..,-,na. Their yields 

;1rc ll!:oly to be. l o11 for tho first yc..,z or tt:o even it tho area 1a <ldaptcd 

16 · f 
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for boo.n growing , beoouao tho former• have not developed oufficiont alcUl 

in handling them. (ThiD wee true of ponnuta in 1942, ) Tho new growore 

l:Uit h"ve on inducement to ah1ft out of the oropo they havo boon growint; 

an4 to mtllca the now invoetmont nco.easary tor equipment , seo.d, and othor 

auppliea for a crop in whioh thoy have not hod oxparlonco, This requires 

16-G 

conponaatlon for tho additional riok involvod in ahifting to tho now crop. 

It to comparable to eonvorsion f rom automobllo mAnufacture to tanka or 

o.i r plo.nos • 

4 . JnCOt'lt$ f rom Products 5-bl!lt ncodod JJUst Bo 
JU§h fSlough to C.c; Roqulrod tncrco.so tn 

ou put 

Since inoroasod in tho osa~ntial produoto muet oooe either fro= 

llit;hor yields por acre tJ>d pur Mi=l or from &hift1n& awny froa other 

crops , it 1$ noccsaary to odjuet.p ricos or other incomo incentives ot 

thooo productc so thnt lnnd and l cbor cnn b~ drown into t he ir production 

to who.tovor oxtont is nocc eet\ry to c;ot tho dooirod output , 

Tho prico incrouece or income incontivot that nrc needed to induoo 

the ~ount of shifting thct i& r equired to moot tho needs for essential 

products r:ust be mouur<.d t.':Unst tho not re turn• thAt eo.n bo obtcined 

t•rom nl to rno.tivo UGOI or l rnd and lc.bor . For 1neto.nco, with prosont 

prlooc for cotton , rnr~ro will nood to cot o.bout t l25 a ton for punnuta 

in order to shift lo.nd nnd labor f rom chort otnplo cotton to pom uta . In 

1942 the ineronao in pcenut ~orongc cnmo l ar,qrly out of corn and idle lend. 

A 'llido mc.rg1n botwocn ""'turnc for tho product or 'IIIlich on inoronao 

1o dosirCid end tho oloaoly cor:>pGt1ng products usually bringc pro"'Pt produo-

tlon rcspon$o . For inatnnco, produotion of eoyboena in 1942 wne nearly 

doubl • th~t of 1941, end moat of tho incronao r Ciaultcd from larger plcntingo 
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Tho price 1n DocCJabcr 1941 """" 82 pcrcont nbovo tho pr1co 1n DocCI:lbor 1<140. 

Production i n 1<142 Tt.:'IS i ncreased i n r osponso to fnvor~blo r ot urns from 

soybonna, o.nd bcccuso ~ allotments r cstrictod cern ncrCilgo in 1942, 

Thus the nl ternnti ve crop "108 oo.ta in most c.r0<1s 1 n.'ld tho income mrgin 

bet~cen onts and ooybeans ~n• r at her uide, Soybean prices i n December 

1942 uore only 8 percent higher than they ''ere a ye..-.r o•.rlier, To insure 

:1 continued high level of produuW.uu oojliiM prl ees t!ill be SuPPorted nt 

$1. 60 to $1. 75 depending on oil content, 

Tnble 1 shovs the recent price and produ•tion changea for some of 

the f .U'lll products important in tho tm.r ettort, While price increases 

alone do not account t or the differences in production reoponse it is 

fairly evident thnt increased pricce h.~vc oxortod an impor~~t 1nt1uonco, 

16-H 

For instance, ""''"'I the crops soybeans hend tho list ot price indronees rroc 

December 1940 t o December 1941 nnd t hey .:'11so h~vo the lnrgeot incrc~eo in 

production, Simil.-.rly, hog prices lmve incronsod most in tho livestock 

group, :1nd hogs also sh011 tho l:lrgcst incrc:uoo 1n production. A discussion 

ot tho price Md production chMgos i n some ot tho other commodi tics tollons, 

Drx Boooe 

W1 th a prioo ot $5, 12 per 1xlg no ot DccCI:lbor 151 1942, o.nd " pr e­

plnntins eoo.son prico or r oughly $4, 60, t.:'lrlllll l.:'lst yc.:..r plt-nted only 95 

percent as mony dry od1 ble boons CIS they did in 1941 •1hcn tho DecC1llbcr 15 

prico mua $4.93 end the :n-c-phnt1ng s e<:aon pdcc ..,s $J. 68, This indi­

cr.toa th.,t tho t:-.rm price required to obtain tho proaont goal or J , J . 

millitn ncrcs -- 11 43 parcant incra.,so oven· 1941 ;>lnntod ncrC<'.gc - - uoul<l 

be considerably nbovo $4.60 nt planting time, Tho nv tr'lgO ;>rice to farmers 
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11t hr.rveat t1ao in 1942 wea ~.89 . ll1th t:wo- tl\irdo of til< boc.n crop i n 

1942 6rown 1n til~ St~tcs of ~chiccn, Californi~> nnd Idnho, whore boots , 

potc.tooo r.nd ooybor.no eompoto with cdi blo boMo, 1t nppor.rs impoasiblo 

to ~ot tho 1ncronav of beano nskod tor 1n old nror.cs . New o.roa.s will hc.vo 

to W ostr.blinhod t..nd n prot;rfl.m orgr.nir.od from tho g round up . Now c.roa.n 

in tho P1c.ino S ~r.too mi~;ht produco tho bor.no nt prooont price s 11ftcr thoy 

~ ro one~ ostc bl1Ghcd, but further 1ncont1voa aoom ncccssnry to induco ' 

ohiftinc into th~ now on~rpriao. 

aopo 

The. rqccnt plg crop r c;ort lndlc:--toa thc.t f cr2rs plcn to incroe10 

the nu~or of oowo fc.rrowcd this aprin& by 24 poreont eonpdrcd with tho 

nunbor fo.rro•wcd c-. yoc..r ~o. Thin ia wolcomo 1nformu.tlon. Su eh en incro.,.ao, 

if nleo continued for fnll fnrrowings , would uxoood tho 1943 gonl for ho& 

production . 

Fcrzoora hcvo i.noroesod hog pl·oduotion b:r ouch n proportion booo.ua o 

of th<.~ V<Jry tr.vorc.blt< rolc.t1.onship bctwoon the eoGts c.nd roturnG involved . 

Durint tho Sopt<:nbor- l)ocembcr pcr \ o4 juat cn4o4, the por iod <men fermora 

WQT<. o:.k~ thGi r plr.ns for tipr1ng fr.rrow of t OWS, ti\0 "-VCr tt&Q hot-COrn 

prlc<. r ntio, br.acd on prieca roc'i~d by farccra , ~s 18. 4 for ~~~ United 

St~t~a . F~rs ' rospons o to ~~iG ra tio 11 in accord wit~ past r cnct iona 

to cht .. n&oa in lh .... r cl c.t ionshlp butweon hoz pr1coa c.nd fcod costs . 

So lonG ~• tho ho&-corn price re tio Gtonds nt about 15, it mny be 

oxpcotcd thot fnrllX>ro ..-till t end to mn1ntnin tho l ovol of hog production 

Mtioi pntod thla yoo.r . Proopocti vo pricoa fo t• &rnin in 1943 :nnko it 

• 

• • • 
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n""e::a~ th<)t b~gs s•ll nt about mxi....,. prices penoitted Wlder price 

eoilillga , 1t tbe ~~og-corn price ratio ia to be held near 15,0 . ll' pro­

duction of bog3 ia to be expanded atill turthor in 1q44, n r:>.tio more 

t11vorable thM 15 any be required during the lo.ot four months ot 1q43, 

Inasmuah o.a formers aro near their cnpiiOi ty tor producing hogs w1 thout 

seriously curtoiling production of other things , tuture price policy vti th 

respect to hogs must be governed by the need for other types ot production. 

~ 
'nle butterfo.t-feed r :>.tio for the llnited Steteo111s 26. 4 in December -

7 percent Qbove the average 1q22-41 butterfllt-f'eed price rotio of 24.6, 

but 11 r :1tio of' 2q,O is considered nee•••~ to encouro.ge t=ers to produce 

thO £0111 Of' 122 billion po\lllds of mil!: in 1q43, 'nle present rt\tiO Of 26,4 

is too low to roMh the gonl , Another nepect thnt noedo to be considered 

is thD lOVOl of vrhole milk prices , ThO IIVOro.gO prieD received by formers 

for milk sold in December wns S3. 01 per 100 pounds, The December milk- t oed 

price r~tio wna 1 . 44, This r ntio was nt o lovol compnrablo to ,that needed 

to r onch tho milk go:>.l in 1q43, However, boco.uso of recent increases in 

teed pric es , tbo ratio likely to prOVIlil during tho yet!x will bo less than 

r equired to aasuro ncbi.,.,.,cnt of' tho gOCil. To obtoin buttcrrnt-f'cod and 

llillc- f'cod prico rntios in 1q43 sufficiently high to r0.1ch tho Cl1lk gonl 

roturna r eceived by tnrmcrs for butterf:>.t would need to bo 8 cents per 

pound higbor th:m prospocti vc pricca, nnd for whole milk about 50 conto 

por hundredweight higher , 
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lt·1 t!\u proopoctivo que.."ltitiOI of .a1lk to bo 10ld in 1943 1>0 whole 

~lk and ~• buttortnt in crc~ea, termor• r~ld nood to rooc ivo in 1nercaaod 

pricoo o.bout 400 o1111on dollc.ro abovo •thnt YfOuld bo r oooived fro111 proacnt 

pricoo of doiry products in ordor to r o~oh tho gonl for milk production, 

JJowovor, if en 1ncont1 vo pnyruont progrr.m woro ino.ugurC\tod under which 

lnd1v1duol fnrlll<'ra would bo (;i von " rolr.t1voly 1r.rgo p<.ymont for nddi tionol 

~lk prcduot1on instccd of ~ !rnollcr 1norc~so in prico for totnl milk, tho 

i!'loror.aos in totcl r eturn:. needed to r eech tho goo.l wo\lld bo rcd}lOCd to 

C>bout 250 cillion dol1ors . 

Tho evornco price r ocoi?Cd b; fa~ra tor cgge in the United Stctca 

in 1942 wne 30 cents p~r do~cn . The cvo,~co 1942 og&- food price ratio wua 

19. 0 . It is boliov~d thut n rntio or thio l ovul ia noooasnry during 1943 

to "neourr.no p1·odu~tion or tho 4, 780 million de t on OC£1 oo.llod for by tho 

1913 {;OC'.l. Tho Doper tmont ' s prowrc.m to onoourot;o production or oggs c.asuroa 

r.n n vore.c..,; f c.r r.t. prieo for eggs in the: U•tit c..d Sta.toe during tho spring !:IOntha , 

.... hen production 1& aonsonn-lly lr.rgc , or not l e as tho.n 30 conts por dozen, 

!'.nd en r.n.."\u~l !.vorc.s.o pd.c o of not l Gaa thGn 34 contt: . Pricc:.s received 

by f onooro fo r Q&&• in 1943 r.ro l t ko1y to ovor oco Clt l on•t 15 porcont 

hi!lhcr tllo.n 1:1 1942, c.ad in thu tprins CIOntlla ~f fluah ;>reduction tho 

inc""·•• ·.-ill be rc 1nti w ly &N<.tor tho.n for thu yonr co <. Ytholo . Al thou til 

food l'r iooa :r.r.y nvor..~;o som·rmc.t hi (,hor in 1043 then in 1942, the situa-

tion with rocpcct to production or og~;a to oxpoctod to bo sufficiently 

fnvo r~blo tu oncour ngo tho 1943 conl l ~vol or production. 
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TABLE I 0 
FN'lD price ot acme products on Dctoombor 151 19421 

PcN ont increase in price f'rom DctcOl:lbor 1940 to Docombor 1'1411 

p_,..~ tnc~ in production 1'142 over 1'1411 price incrot~so 1942, 
and direction of goal for 1943 

Product 

: Dcteirod 
direction 
in 1943 

Doll4ra Poreon Poroont Porcont 

Soybcrul!l bu. 1 . 59 182 198 108 Sru:ao 

Boons 1 dry odi blo bu. 5.12 176 105 104 up 

Pot.ltocs bags 1.12 151 105 lJS up 
Pl..lnuts for oil 1bs. , 0397 130 17011 99 up 
PU!xsccd bu. 2, 36 126 12'1 132 up 

Hogs O'rt. 1). 27 175 124Y 12'1 up 

Buttorf' t 1ba, . 421 105 lOJ~ 138 up 
ldl.lk, vrholooalo C'tt, J , Ol 128 113 up 

Eggs doz. , )'17 127 118 116 up 

11 All pC<>nuts for nuts 

y Pigo raised 
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AIE)()RANDUll FOR THE SECRETARY. 

Januar1 22, 1943. 

ltail Report 

Though somewhat lighter in volume, the mail 
fnJJows last week's receipts in subjects mentioned, 
and"proportion of complaints to praise. 

Taxes are uppermost in the public mind. There 
are fewer complaints about the Victory Tax, but many 
more endorsements of some sort of "pay-as-you-go• 
plan. Out of 60 letters favoring such a scheme, -one­
fourth praised the Ruml Plan bf name. There were 2 
letters of outr~ht opposition, and 17 letters con­
demned the idea of forgiving a 1eer•s taxes. 

There continue to be many lettera asking specific 
questions about t he new income tax measures, and com­
plaints of nonreceipt of replf are beginning to appear , 
Many of those who are worried by rumors of heavier 
taxes still to come, state that they will cash their 
Bonds if rates are raised. 

Four correspondents repor t a rumor that the Car 
Use Stamp for the coming year will be $26, and all 
vigorously protest this . 

On the Bond front, innumerable telegrams and let­
ters have replied to the widel1 distributed appeal not 
to permit reduction in payroll ~ledges because of the 
Victory Tax. Only a small percent of these replies 
were antagonistic or discoura~ing. In most cases, the 
report came in that no reduct1ons were being requested, 
and some letters spoke of increased pledges . Man1 
letters combine Bonds and taxes by sa1ing that ~mcer­
taint1 of future income taxes is either causing cancel­
lation of Bond pledges or preventing an increase in such 
pledges for f ear they cannot be met. 
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IIE)()RiNDU1l FOR THE SECRETARY. 

January 22, 1943. 

lCaH Report 

Though somewh&t lighter in Tolume, the mail 
follows last week's receipts in subjects mentioned, 
and proportion of complaints to praise, 

Taxes are uppermost in the public mind. There 
are fewer complaints about the Victory Tax, but ~ 
more endorsements of some sort of "pay- as-you-go• 
plan . Out of 60 letters favoring such a scheme, -one­
fourth praised the Ruml Plan by name. There were 2 
letters of outr~ht opposition, and 17 letters con­
demned the idea of forgiving a year's taxes. 

There continue to be many lettera asking specific 
questions about the new income tax measures, and com­
plaints of nonreceipt of reply are beginning to appear. 
Many of those who are worried by rumors of heavier 
taxes still to come, state that they will cash their 
Bonds if rates are raised. 

Four correspondents report a rumor that the Car 
Uae Stamp for the coming year will be $25, and all 
vigorously protest this. 

On the Bond front , innumerable telegrams and let­
ters have replied to the widely distributed appeal not 
to permit reduction in payroll pledges because of the 
Victory Tax. Only a small percent of these replies 
were antagonistic or discoura~ing. In most cases, the 
report came in that no reduct1ons were being requested, 
and some letters spoke of increased pledges . Many 
letters combine Bonds and taxes by saying t hat uncer­
tainty of future income t axes is either causing cancel­
lation of Bond pledges or preventing an increase in such 
pledges for fear they cannot be met. 
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Memorandum !or the Secretary. January 22, 1943 . 

Five would-be purchasers were unable to secure 
Stamps and Bonds from local Post Offices . There were 
36 Bonds submitted !or redemption, and individual 
complaints reached 52 -- half of these, as usual, 
being from employees of the War Department. 

Toward the end of the week a few letters, 3 of them 
from Congressmen, questioned the legality of a recent 
issue of $660,000,000 in Federal Reserve Bank notes. 

There was an unusually large group of requests for 
the Annual Report and for the Bulletin of the Treasury • 

• 
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General Comments 

Scott A. Edwards, Clerk, U. S. District Court, Augusta, 
Georgia. At the request of ~. Seraphim Peroulas, a 
subject of Greece , who baa made his declaration of in­
tention to become an Ameri can citizen1 I am t ransmitting 
herewith a Wone.y Order in the sum of t50, which he 
desires to contribute to be used for national defense 
purposes . On January 30, 1942, Yr. Peroulaa forwarded 
to you, through the Clerk of Court at Roanoke, Virginia, 
a contribution of $32. 50, and he has today exhibited to 
me a Defense Bond in the sum of $500 which he has just 
purchased at Augusta, Georgia. 

W. L. Renn, Investments, Norfolk, Va. Ka1 I take the 
liberty or privilege of extending to you 1ff1 sincere 
congratulatlo.ns a your financing policy? The pattl!rn 
of. maturitie"s and the rates of interest thereon are 
certainly well considered and should easily finance 
the war in the range specifieu, eliminating past un­
certainty by a definite and comprehensive program. * * * 

Charles Friedrick Harris, Woodhaven, L. I. , New York. 
I would like to find out from you in what way would 
it be best for me to pey 1ff1 1942 Federal income tax. 
Last year I pay the 1941 Federal income tax, on witch 
it cost me $113.93 cents. I paid it in 3 instalments . 
For 1942 - income tax will be more . Ever man in the 
Navy Yard say the best way to pay the 1942 income tax 
is to pay it with the Unted States Savings Bond. *** 
I have 9 - $25 Bonds to my good - and I have two (2) 
$50 Bonds. I have one $50 Bond for Navy Day and the 
other $50 Bond for December 7 - and Pearl Harbor Day. 
The two Bonds I ~uld like to give away. Now when it 
comes time to pay the income tax what would you doe -­
would you help pay the Federal income tax or it best 
to pay in cash, pay it in Bonds. Yr. H. liorgenthau 
~uld you please let me no? 

21 

~· • 

Regraded Unclassified



22 
- 2 -

Favorable Co.menta ~ Bonda 

A. M, Mengelt, R.R. ·carrier, West Salem, Wisconsin. 
Since a year ago last December I have had a little 
contest in my 6 rural schools in bU1ing Stamps and 
Bonds . * * *About 90% of pupils are buying Stamps 
every week, So far this year the schools have bought 
around 800. * * * !·have bought 6 pictures of the flag 
which I am going to give them at the end of the 1ear. 
Since last April 1, I have sold better than $500 worth 
of Stamps and Bonds a month on ~ rural route . So 
far this month, i t is almost $700 worth. If all the 
rural carriers would tr7.to do the same, the1 could do 
just as well. * * * 

S. L. Swartz , Middletown, Pa. I am writing this letter 
in protest to action taken b7 the Cit izens Bank and 
Trust Compan1 of Middletown, Pa., when the1 insisted 
upon pa1ment of a Promisor1 Note at the expense of 
cashing in three War Bonds. This note was. but $75. 
It was never defaulted, and the endorser was more than 
willing to have it renewed, and is accepted as a r espon­
sible citizen whose credit is unquestionable . I have · 
been willing to paf 6% interest on my obligation at 
this bank, and at the same time purchase War Bonds at 
considerable less interest value , because it is my 
patriotic dutT to do so. I was amazed when, on four 
da7a' notice, my obligation was cal led in, and could 
hardl1 believe my hearing was correct when the1 accepted 
~offer to cash my Bonds to pay this note; as it was 
the onl7 available method I had on such abort notice. 
As a matter of fact , they offered to send the Bonds to 
the Federal Reserve Bank for parment, m d proceeded to 
do so, I have received the check for the Bonds and will 
have paid this obligation wbe~ this letter reaches fOU , 
* * * It is my firm belief that the banking institutions 
of this Countr1 should welcome the opportunity to lend 
mone1 to private citizens for the purpose of purchasing 
War Bonds, if it is their desire to sacrifice to t his 
extent to perform their duty as a citizen; not to induce 
people to cash their Bonds in parment of obligations in 
these institutions When the1 are secured by willing 
endorsement 9r collaterall1 sound. * * * 

~· • 
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Mrs . Julia Sutherland, Grants Pass, Oregon. I have 
received the letter which you requested Mr . Upham 

23 

to write me, and I have shed tears of gratit ude for 
thesame. I cannot express how happy I am to realize 
that such a high official of the U. S. Government, 
at this busy time, would spare time to write me in 
regard to the small amoWlt of mone;y I have to put in 
Bonds . I did not expect an answer . However, I bought 
a Bond yesterday, and will buy at least one more~­
ing the year, and possibly more . I f ind that the1ffank 
pa;ys only one percent, and the Post Office pays two 
percent, so very likely I may transfer the money to 
the Post Office. 

Dr. A. B. Parmenter, Drake, North Dakota. Your cir­
cular letter headed, "A Message to the American Farmer", 
was received and read. It is a very sensible l etter, 
and I read it and re-read several times and enjo;y the 
way it is brought out. I believe we are doing some­
thing and will continue to do more and more . With such 
a huge scarcity of labor, it is an uphill pull, but not 
nearly so hard as the dear boys in the lines that ar e 
doing our real work . I am running a large farm of 
1,820 acres, and at present have only one man on it, and 
he is apt to be called in the draft any day . We will 
continue to do more, and win. 

John and Katherine Rothenberg, Chicago , Ill . May I 
offer you ~ sincere and hearty thanks for the "Citation" 
presented to ~ husband and myself on Janua!'y 7 at 
Chicago Stadium. We are humbly grateful to you for 
this high honor 111 d we shell try very hard to live up 
to the name of "Champion War Bond Buyers •. To start 
the year off, we have decided to do without that r~ 
I had been saving up for . We dropped pennies and d1mea 
into a milk bottle for the past twelve months, but now 

• 

we realize that such things would be very little comfort 
to us if anything should happen to' change our Amer ican 
wa;y of life . So it is wi th a happy heart I shall add 
another $50 Bond to my collection, and rather than thi.nk 
of it as a sacrifice , we consider it a God given privilege 
t o be &ble to do. our little bi t for our country. * * * 

• ... 

Regraded Unclassified



• 

- 4 -
24 

Warren J . Snyder, ilhambra, Calif. ~ father , age 88, 
and mother age 80, are buying War Bonds out of an 
income of $44 a month. * * * The last f ew years the i r 
onlY income was the Old 1ge Pension given by the State 
of Indiana, which was for mother, $18 per month, for 
dad, $20 a month. From this amount they saved enough 
to buy two $25 Bonds . Now here is a quotation f rom thei r 
last letter. -we got our checks yesterday and the7 gave 
liB a raise of $3 each -- )fa $21 and lline is $28, so 70u 
see we now will get $44 a month, and we will take the 
$3 and every three months will buy a $26 War Bond. We 
are going to start and get one this month then April 1, 
July 1 and September 1, and ao on aa long aa we last. 
We can get along fine and help Uncle Sam that much.• 
~ father gives over 40% of his income to his country, 
knowing that the odds are be will never live to receive 
anything back during his lifetime. It should put to 
shame the great number of men and women who are crying 
over the 5~ to 10% the Government asks t hem to invest 
for Bonds. • • * 

George T. Martin, Brooklyn Trus t Co . , Brooklyn, N. Y. 
As I am employed as a bead teller in a bank, I have 
noticed that quite a number of people are redeeming 
their l ar Bonds. Now as you know, that does not help 
the Mar effort , so with your permission, may I make a 
suggestion that I believe should help this situation? 
WhY not make it possible for a bank to make loans against 
War Bonds as collateral, and i.n the event the. t a borrower 
defaulted, tnen the bank could redeem the Bonds for the 
amount due, and the proceeds left to be sent to the 
borrower. The contact could be made when a Bond holder 
asks the bank to redeem the Bond, then the bank could 
explain the necessity for the party holding on to the 
Bond and then could suggest the bank would be willing 
to loan hia mone7 against his Bond aa collateral. * * * 
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John F. Williams , DuBois , P~ . Our Good Earth, Keep 
It Ours . As a father of 9 child.ren living on a small 
f arm, having followed events from Munich till now, 
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I feel I have an understanding of the conditions that 
confront our nation. Well , to sum it up, the B. & 0. 
Railroad, where I wo rk, asked us to invest 10% of our 
wages in Freedom. I am glad to be able to report the 
family -- wife and kids -- have seventeen $25 Bonds 
and will buy through the B. & 0. one $50 Bond every 
month. This for not only D¥ own boy who ia in the Navy, 
enlisted December, 1940, ·but all the other boys from 
other homes . We in this family will do our beat to 
further the War effort. ~ wages are from $140 to 
$150 per month. I think the .l.merican people will come 
through when they are all awake. Yours for Victory • 

• 
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C. s. Boothb7, (bgruing), Chicago, illiDoh. • • • 
We a ball, of COUI'Ie 1 do 1Te1'7thl.Ag ft CIA to IU'ge Olll' 
emplo71u to contiD111 their purcbaae of 1Jar Boaaa iD 
aplh of the Victo1'7 'l'u ma the extre•IT heav 
incoM tu. Howner, the In Deal .ld.iniltratioa ••t 
enntuall7 learn that •IT'S DIFOSSIBLE TO GE'l' BLOO~ 
OUT OF .l TURBIP•. The ·'IPB baa restricted the use of 
copper in our paot~AWengraYing induatl'7 to &o,J of our 
needs and sine to ~ of our requireaenta. • • • 
Naturall7, our .en haTe auffered a heav reauction in 
their income during the peat 7ear - over 13%. And ther 
still feel obligated to ~U1 food and clothing for their 
f&Jdliea, even if the7 are prevented froa keeping their 
houses wara enough to lin in becauae of the atupidit7 
and hindaight of the Jew Deal ldainietration. There­
fore, from our induatr7 all over the United States I 
pr~f!e17 that with &D7 aore burden• and reatriotiona 
pi g on ue, 70u will neceasarilr and inevitablf face 
a reduction of the purcbaau of W'ar Bonde b7 our t11plo7e11. 

Carl ~ Blahoff, President, The Mine •s• Coal Coap&D7, 
Springfield, Illinoia . Your letter ol 1an~ 1•, re­
garding the continuation of our 1~ War Bond P&lroll 
plan along with the Victol'7 Tax. We have been adviaed 
that becauae of thia ·Tax, the miners eaplc7ed b7 ua 
wiah to diacontinue thia plan to at leaet .April to 
ucertain what ia to be done about the :!f' a cal•. 
I peraonall7 am 10 diaguated with the r fication of 
the Victol'7 Tax_plan that it ia difficult to get behind 
it whole heart•dl7· The adalnlatration of the tax and 
ita collection ia eo Bul'denaoae that in all, it will 
reeult in a waatt and lo11 rather than an inooae. I t 
is the deaire of the Co~&DT to cooperate and we feel 
that our alaera have done a eplendid job during 1942 
in bU7ing over $100,000 worth of Bonde, but we are next 
to helpleas in putting over thie job ~der the conditions. 
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Senator Jaaes J. Davia fo~arda the followiDg letter 
he haa received froa John c. S,ling, Superintendent, 
Lawrence Count7 Public Schoola, Jew Caatle, Pa.z 
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Dear Senatol' Dniu I fnl that I ahould write to JO'Il 

conoei'Ding the qount ot adnrthing aahrial that b 
coaing out of the Treuii!'J Departaeat on the aale of 
Stamp a and Bond a. We a!'e 11ll1nl both Stupa and Bond a 
in enl''j school in Lawrence Count{• and aore than that, 
we are doing an excellent job of t. However I feel 
that the expenae in connection with the advuhaing h 
uncalled fOI'. • • • 'l'he Q0111lt of paper ultd ao 1111Dte­

eaaari1J .uat IUI'elJ interfel'e with the pl'oduotion ot 
the paper needed for other purpoaea. The colored 
poatera certainlJ are expensive to make, and what ia 
more, in a Count7 the alae of Lawrence, even thouch i t 
ia aaall, it ia iapoaaible to get the aaterial all de­
livered to the achools . • • • I hope that JOU will be 
able to help in sning so1111 of the aoneJ which h appar­
ent1J being wasted in excess advertising. 

Fitzgerald Hall, Pl'eaident, The Haahvillei Chattanooga 
and St. Louis Railwq, Huhville, Tenn. han JOur 
wire of the 14th about urging lllplOJtea te increaae 
their purohaaea of War Bonda. • • • Perhapa JOU do not 
underatand that probabl7 aost of these eaploJ••• have 
no inooae, or praotioallJ none, except their aalar7 or 
wagea. The7 do not know what their tax burden thh 
year will be. To aake definite and abaolute oo..!t­
aenta under tho&e oirouaatanoea arei froa their atand­
point, of doubtful wiadoa, and unti the Gonrnaent can 
gin thea the infOI'a&tion ao the7 can .definihl7 know 
what their tax burden will be , I do not aee how we can 
be expected to inaiat that thez aaauae aore burden• 
than the7 are alreadJ doing. Probabl7, alao, JOU .. , 
not han in aiad t bt. t anJ railroad• p&J to aoae ea­
ploJ••• haa not been increaaed at all during the War 
period. • • • PractioallJ ever,thing I read in the 
paper a purporting to be atate .. nta of_publio official• 
aeea to aaauae t6at the public gen•rallJ haa largelJ 
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inGreaaed inGo .. a. That ia not true 1a .aa, Gaaea 
&ad preaenta a ~•rJ iiffiGult problea. • • • le are 
juat u 11111elfilh IIIIi patriotiG ae UJbod.F 1111, &114 
we will do all •• GU witbiJL the p::frhtl .. , but I io 
not feel n ahoulcl. trJ to onrpen • eaplq .. a te 
.U• co..J. taenta UDtil th17 lm.ow w1 th •- reaaouble 
degr" of defini tene11 whether the7 Gan fulfill th• 
or not. • • • 

Ella Louile WaterburJ, Orilktn7, I.Y. Jla7 &n exal­
perated oitiaen suggeat that lesa urging to bur Bondi 
and more attention to aake it eae7 a1 poaaible for the 
willing public to b\11 aight be conduGin to larger 
aalu of War Sninga Bonda? <m DeGellber SO, 1942 
with $40 Gaah in hand, I .. a. appliGation at our Poat 
Office for a $S7 . 60 Bond -- onl1 to be told that no 
Bonds of thia denoainetion were anilabh or would be 
before the following week. I inquired ••~•ral tiae1 
during the following w .. ka, without auooeu in obtain­
ing a Bond. Finallj, on JanuarJ 11 at about 4:30 p.a., 
when in the Post Office on other buaine11, I learned 
on in~uiD{ that the Bondi were then anilable. I hurried 
noae 0 p ck up the oaah and returned to the Poat Office 
about 5:10 to be told that it waa too late to aake out 
a Bond that da7, aa the foru had to be forwarded to 
Wuhington on the dq the Bond HI aold and the lut 
outgoing .ail of the dar waa then aade up. Under nor..! 
tr&n~ortation oondi tiona I ahould, w1 thout waiting all 
thil u .. , han gone into the Bank at Utioa to purohaae 
the Bond, but under preaent oondition1, reatrlotiona, 
etc., auch a trip aee .. 1oaroel7 justified. • * * 

Clifford E. Paige, Preaident, The Brookl7n Union Ga1 
Co~&D.T. BrooklTD~. N.Y. Telegraa regard!~ 1~lo7ee 
IUblcriptiona to war Bonda ia reoei~ea. Wh7 thia ia 
a telegraa instead of a letter, I don't YDder1tand. 
You are right that .aiQ' doubtlen intend to reduGe or 
dhcontinue thti.r lllbiGriptiona. Bow GU the7 help it 
with cautan tq iDoreaaing tax .. on their inoo .. a? • • * 
We shall-continue doing e~erJthing we can to encourage 
thea to keep what thl7 bu7 and to bUT all the7 can. 
Your telegraa will be po1ted u a bulletin ao that all · 
1mplOJeea m&J Ill ito 

.. 
• 
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Fncrable e-nta !!!. Taxation 

Wal tar B. Dalq, Pr11ibnt & Treuurer, The Briqeport 
Grinding Machine Co., W11t Bann.t Cou. The oolleotion 
of the aecond !fetk'• 5% Viotoey Tax froa our e~~~pl071 .. 
baa presented eoaewhat of a problea to ae aa Treaaurer 
of thla comp&nJ. Our weeklr deduction aaounta to ap­
proxiaatelJ aix hundred dollar•, and it ia the ·total 
of 18 weeks' d.-tiona aaount111g to aurlJ eight 
thouaand dollars , that i aa oonoel'llti about. Our 
compaDJ, like other~ ia of courae acting aa a Collector 
for the TI'IUUI'J Departaat, but. ha't'ing · thia IIDDeJ in 
our poeaeaaion ie quite a reaponaibilit,r. It could be · 
a temptation - to put it to t•-POrarr 1111 ia olll' bllli­
neaa - it could be looked gpoD b7 creditor• (if we hai 
aDJ) u a nice au. to attach ia oi't'U auita, etc., etc., 
and it ie aubject to all the Ticiuitlldea of buaineu. 
• • • Woulcln' t 4 TreuUI'f be blnefi tted a great deal 
if the Victoey Tax collected b,r ·~lorera waa tUI'Iltd 
over to it as it waa collected, in aoat caaea weeklJ, 
and a final report and adjuatment aade on a qu«rterlJ 
baeie? In thia wa7 the Treaaur7 would haTe a re£Ular 
weeklJ receipt of the · taxea and it certainl7 would be 
a large aum baaed on the total pafl'olla of the oounti'J• 
If and when thia Victoey Tax ia increaud, and a with­
holdlng taX agailllt tht CUI'I'81lt fear 1 I illCO .. tax II ia 
put into effect, the weeklJ receipta would be tremendoua 
allll the reaponaibility of the tlllplo)'er collecting and 
hniDg such taxea in hie poueaaion would alao be 
greatlJ increased. • • • 

K. G. Lawaon, Rockford, Illinois. Releaae fo~ at 
once ~ Pel'lrlt thoee who wia~ to pq 11142 taxea in cub 
with ao. dlacount allowed. 

Cherlta L. _,era, Baltimore, Md. I aa incloaing fifteen 
centa for the Victoey Tax, u I ude thr11 dollar• b7 
careyiDg order• at an 1 & P Store. 

Mare~ua K. Bro111lt, Bethlehea, Pa. Plu.111 do not lo11.11 up 
the Rual incoat tax pa7 plan. We little people need it 
dllperate1J. Call it the Morgenthau-Rual Plan nen, but 
let ua han it. 
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Juliua B. Jturiansky, Stword, .cOIIJl. I han been fol­
lowinf with great litereat the T&ried diaouaaiona re­
porte in the newapapera end elaewhere, concerning the 
pl)'llent of Federal incoae tu11 on a •pq-u•1ou-go• 
baaie. ipparentl7, the l dw1n1atratiaa is now oow.dttei 
to auoh a polio7, and rigntl1 ao. I do not hold -r•elt 
out aa an expert on the queation, nor do I feel that 
I fullT appreciate all the raaifications of the problem~. 
Co-.on aenee likewiee rejeote the beniling Ru.l. Plan. 
I aa inatinotiTelT auapicioua of a aituation where one 
rt"Oeina aoaething for a othing. 0. the other hand, it 
we continue under the present ut-up, the Gonrnaent 
wi l l one da7 fiJLd itaelt in the not Ttrf enTiable poaition 
cthaving apent aone7 which it had anticipated it would 
receiTe, but actuall7 neTer would. Certain17 thia ia 
one inatance where antioipati011 11 not greater than 
realizatiCII . • • • 
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T. F. Fluagan, liuriloa, lf.I. I 11&4 two JOUC 
Mlrchant Marine Qtficera at -r ho.e for 4illller a f .. 
dep ago. Tbe7 bacl jut retul'ud froa a anq -tu• 
huudoua trip. Tb.7 hacl aeq a taalter toJOpedoecl · 
within a few idlea of their lbip, &aA two torpedoee 
bad ai11ed their ahip bJ a .. tter of feet. Yet whea 
the7 were paid off earlJ in Januar,r, the Victol'f Tax 
of 5% wa1 deduotecl froa their entire aeYen aoatha' paJ. 
I am lure thia 1ituation hal been called to fOUl' attea­
tion previou1l7. Thia ia ob~iou1l7 a matter of aevere 
inju1Uce, and I hope the Tre&aUI'J Deputaent will aaiD­
taln ita reputation for integrity by 1ee1Dg that the 
lituation ia corrected. . 

George P. Orr, Law Officea , Orr, Hall & lilliaaa, 
Philadelphia, Pa. There h a praotiu in JOur Deput­
m.t that i1 cauaiug unlYer1al reaentaent on the part 
o£ attorne11 mel taxpaJerl. • • • It h the practice 
of collecting tuu, which the Circuit Court. ban held 
are not collectible, ~eoauae the Trea1ur7 doea not 
acquie1ce in 1aid deoiaiona• - but no appeal ia taken. 
The tupaJir• 111turall7 f~tl that no appeal 11 taken 
becauae the TreaiUI'f Depart.ent feua the Supreae Court 
will a!fira the Ciroult Court.. In the aeantiM, the 
Tre&IUI'f Departatnt oollech ailliona froa tUpaJera 
who do not wilh to go to the upen11 of ll tigation. 
i ahort tiae ago the ittorne1 General gave an opinion 
that even the rul1Dg of the Labor Board na the •LAW• 
until rever11d - even though an appeal na pendill,v;. -
It therefore ••••• that deci1iona of our Circuit Courta 
of Appeal - unappaaled froa - ahould have at leaat 
equal weight. Beu in Philadelphia two eatatea are 
confronted with exact1J the aaae tax problea. iatate 
8!• litigatea, and the Circuit Court of ippeala for 
the Third Clrcult affirm. the deciaion of the Court 
below that there 11 no tu clue. Two other Circult 
Court. follCJII' the reuoaing which h ba11d upoa a 
recent deohion of the. Supreme Court. The Deputaent 
hu not taken 1n7 ot theae ouea to the Supreae Court, 
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1•t Batato "JJ• 11 aow aaaoaa.a ooatl'I.PJ' to tiM 4u1a1• 
of the Cirnit Covt in thil Dhtriot. 'fbu1 tllo 1por .. t 
and trutiDg auat pay; while othn1, wi tll oaut17 tJa1 
..... probloa, 1.1'1 n-.pt. I ban IM&M tile uc-1: 
tba t tho Doputa•t il bopiac tor a oontl'I.PJ' aedel• la 
one o t tho otblr Cirnih, IN.t la tho putio-.lar lUI I 
re!or to, fel.l'l llan cau bf with not a eiaglo 4oo111• 
iD faTor of the 'flooa1U17. • • • I tboucl bo 11aa to .,.e 
;your opinion &Del explanation. • • • 

John C. Book CiDoiDDati, Obio, JtiT not ail iDe­
tax foru alter tho tirat of tho 1'1.1' iDtt&ntb to 
regiatorocl taxp'fOra? Man, oou4 ealcuato ana p'f 
ear b in these cla;ya of urgent tax aon•f• Othora oo1llcl 
aerel1 caloulato, haT~ their figure• well in ~oe 
to aToid that laet-ainute ruah. • • • Wh;y not lnalit 
on o.plofll'l cleliTering to their e.plofeee their &ana5l 
wage atateante on l'f, Jan1JU7 lOth of each 1•u (or 
before)? Moat e~io1eea do not receiTe their annual 
atateMnte until llaro'h. What an additional defeat of 
the ti• element confrontiDg the TreUUl'J ~ The annual 
March ruah ia a headache to all, includiag Waabington, 
• • • Cincinnati Diatrict baa witneaaecl a acarcit;y of 
all foru. BationiDg of thue foru, cleaipocl to pro­
Tide the nq tax aonq of aich w are eo abort, aboucl 
not thu inforw.ll;y be iD niclence. In all the ••Tine 
of paper, theae lhoud be 1101t plentiful. • • • 

• Donald F. Willer, llau£11', Chaaber of C01111rce, Pontiac, 
IO.ch. I notecl onr the week-nd an appeal troa fOil, 
aclclreaaed to all of ua iDcOM taxpafera, to file our 
retlll'DI earlf. 'fhil will adThe fOU that I ban been 
tr7ing to file ainoe Jan1JU7 '• ancl that the Pontiao 
branch office of the Collector of Intarnal Rnanue in 
Detroit baa not bad blanka for that purpoae during that 
period, at lout at the tiMe that I oallecl thea. Moat 
of ua are .ore than williDg to p1.1 tu large tax, but 
it h Titall;y iaportant tlla t we haru uaotl;y what the 
tax 11 ao aa to ake our arr&D£eMnta acoordiDgl;y. 
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C. R. AraatrOJig, H. R. Terrtbu:to., (lluautaotviac 
Jewelll'a), Grazicytapida, Mich. n tab t.hi1 op-
portllllitt to eX}I'iu our huable op ion rtp.l'lihg the 
preeent feeble fluttering in high plaoea•, regariiac 
the paJIIIDt of inoo• tax, The radio anneunoara Nli 
new• anal7ata ot late, ha~e been allowed to into~ the 
public that there waa a po11ibilit7 of their beinc 
forginn the 1942 inooae tu, 1 110ditie4, b~t eqUallf 
deaoralizing ~ereion of the inoo•• tu queet ion hal 
been the atahunt that it not cancelled antinl.J, the 
1942 incone tu woulcl andoubtailJ be declared under 
noratoriun. MaJ we, a1 a typical nanu!aotur~ fi~, 
go on record al be~ whole:heartecllf opposed to &11 auoh, 
let ua aq, •crecll- cldal• action u oanoel.liDJt u la-
coae tax, or declaring a -noratoriua on it. n hal blla 
our practice throughout the put 7ear, 1da.lle eur ea­
ploT••• have been earning eubatantial inco .. e, to con­
tinue to inprua upon thea the inportance of lqlng 
aaide .one7 !or the paJDent of their iDeo .. tax••·* • * 
Onl7 thle aorning, one eaploJII, aile conaultlng ua 
regarding a natter of hia peraonal finance probleaa, 
made the atatement when aaked about pqing lncoae tax, 
•r can uae the aone7 for eomething elae now. You know 
the Governaent is going to cancel the income tax for 
1942• . This badlJ warped conception of buaineaa ia 
ehared b7 Jll&ll1, md fro• what we han heard, the7 can't 
be bl&aed for it. 

• 

Charles 1. Bracher, Da,ton, Ohio , There i1 a wide-
1pread nilllllcler1tandlng here in Da,ton, anong 10 .. 
75,000 de!enu 110rken, a1 well u bu1ln111 and !nell­
vidual tupe.7e1'1, in rep.l'd to filing an iDeo .. tu 
retUI'D !or the calendar Jl&l' of 1942. llua7 of the11 
folb are under the inpnuion that thq will not be 
required to file an inoo .. tax retUI'D ! or 1942 at all. 
Tb&t the tu !or 1942 will be withheli in 1943, along 
with the 5% Viotoi'J Tax. For in1tance, la1t 7ear at 
thia tiae, hllllclrede of i nco .. tu nturne were filed, 
11blle thla Jl&l' there are practloallf none. Should 
thla 1i tuatlon oonti.Due fOI' a nllllber of w11k1, it would 
be iapouible to handle thl thouaan4a of taxpqera that 
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would co• ill at tbe lut lliaute. Ia taot, it wollli 
awa.p the Collector•' otticea. I would keelll7 appreoi• 
ate lt if 70ur ottioe wollld adTiee it it will be Jlec­
~Uarf to tile a returll tor 1~2, eTIIl 1a eTIIlt 
Coagreaa paaaea a !lew tax law before Marob 16. 

Kra. Harr7 Selker, Fort Warne, llld. • • • We worlr.illc 
people are willing to pa7 our wa7 in thia war. We 
know it ia expenaiTe, but at the aame tt.e the coat ot 
li Ting baa certailll7 gone up. We dian' t lr.iok about 6% 
Victor7 Tax. Man7 of aa are alreaq puttinlt l()J ill Bolide 
and I lr.now ao• who are putting .:~re than that ill. We 
expect high inco• tax, but • liT all tho other -- 'Federal 
Social Securit7, inoreaaing Viotor7 !ax, etc. That•a 
a little too IIUch. I ~r~aelt u wearing aoae 6 and 8 
7ear old dreaaea and coata ana alippere right now. We 
are not trJing to han a lot ot luuriea. We're workiDg 
people and don't expect thea, but we would lilr.e eno111h 
to haTe the neceaaitiea. Perhapa we'll be aa bad ott 
aa the Gei'III&DI alter all. It ao, •liT go on ana tight 
the War out? Ot course, tre new Congreaa won't be think-
1nf of the lower claaaea, I know, but in the longrun, 
we re the onea who PaT for the Wars, both in aone7 and 
Una. • • • 

• 
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Dear lo!r. t.bitez 
I hlve received a tolegrem f2'0m London asld.ng 

• to make an amenda.nt to the table of "Brit i s h Gold & Dollar 
Elcchange Aasets• which you are preparing tor uae during the 
he&ril\f!S on the Al>J>ropriat icn Bill . 

The last sontenoo of the note at the bottom 
reacla as follows: 

"Thus the ntcent inc reaee in our holcl1nga m. a 
been accolll,l)anied by a .-ery much greater increase in 
our overseas liabilities•. 

London would like it instead to readz-

"The growth of ~32 ldllion duri~ 1942 1n o ... 
gold and official dollor balances IIIUSt be looked at 
against the background of a doterioraticn of oYer 
t3 billion, or seven tS..a u great, in our net 
overeeas capital poei tion in a ll other respects. • 

I would be grateful it you could haY& this 
uendllent qde. 

Dr. Harry 1lh1 t e, 
Director of lloretary Reeearoh, 

United Stetea Troaaury, 
lraahington, D.C. 

Yours sincerely, 

/a/ I'. Phillips 

(F . Phillips) 
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COPY NO , /3 

NO'l' TO llE RE- TRA!:SIUTtED 

I nformation r eceived up to 7 A. M. 22nd Jan , 19~ 3• 

1 . Ji.A'lAk,. 
On 19th/20 th thre e motor t or pedo bonts carried 

out n light raid on Tripoli (L) Harbout' . A U- boo.t in tow 
of three tugs was sunk off the entrance and one tug was 
:~t on fire and beached . Shor e bat teries heavily engaged 
th" ::otor torpedo boats while subsequently a t tncl-1nc the !!ole , 
all were hit but none seriously damaged, two ratings wotmded , 
?ff sou~ie on 19th one of H:M. Destroyer~ ohot down a t or pedo 
bocb<lr and one ot H.W. Canadian corvettes escorting a 
Westbound convoy sank an I talian subMrine cn:>turing 23 crew. 

2 . MILITA~S . 
L ya . 19t h/20t h . Enemy vehicles packed the r oads 

from Tarhuna t o Cas t e l Benito and the oon~t r oad West t o 
Tripoli no wPll as 100 miles of r oad Tripoli to zuara . 
I~nding troops of 51st Divisiop entered Horns during the night 
and on 20th a fternoon were still in contnct with enemy rear­
~uardo six milos west of the town . Our mobile troops also 
;n contnct at Gussebat . 7th arnourod division occupied 
Tnrhunasa , 

20th . An Anemy rearguard str ong in artil ler y held 
thr ouchout the day Defile ten mil es to tho west . 

TUn>sin . 19 th . Tho enemy advanced south We•t of 
Pont 'lu Pahs . One infantr y c qlumn with t an' s reac;,ed a point 
nhout lR mil~s South west of Pont du Pahs during afternoon 
causing the ?rench forces t o withdraw , Another column 
nc:tvanced South '"est along high gr ound south En~t of Pont du 
Fa'·o - S1li1r.a road . On first a r my southern flank contoct 
··~~ made w~th the enemy and the road Pont du Pahs - S111a na was 
.ho ll~d fr~m Eaot of Hou P~adn . British infantr y supported 
b)• tanks l'.nve cleared the ene1oy from the r oad Bou Arada - Go 
!l•l.JA t , To oonfor Jo with the French wi thdrawal Br itt.h forces 
h~v& vncnted their mos t advanced positions South of [lou Arada 
nnd ~l Aroussa but a garrison r emains North &~st of Bou ~rada . 

Russin , The German withdrawal North westwards astr i ,le 
thl' railway anku - Rostov continuos at n ra'lid pacei t he 
Ru~nlnns nrc now within fifty miles of Al'mavir n r,a:l. w~y 
junction which is indispensiblc for the Germans to hold 1f t hey 
hope to retain the Ma1kop oilfields . They have also Ofu<ounced 
t:~ capture of Vor oshilovsk. 

3 • AIR OPERATIONS • Weste rn Fr ont . 2ls t , 

OUr light bombers attncked airfields in Norther n 
FrancP and shipping at Cher bourg and Flushing. EScorts end 
3wcers involved 33 squadrons of fighter s . Ene<zy casualties 
4 , "- , 2 . 
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2lst/22nd, 169 (aircraft despatched) Essen 82 
(4 missing) sea mining 85 (six mis3ing l crashed), Intruders 
2, 25 ~nemy aircraft operated off the South coast , Abot•.t 8 
of them made brief landfalls , 

French North Africa , 20th . 16 u.s, Fortresses scored 
l1 i ts on barracks at Gabes . Hurricanes successfully bombed road 
transport and t roops. 

Mediterranean, 20th/21st , A Naval Albacore from 
Malta sank a three to four thousand ton ship off Cape Bon . A 
P~aufighter also hit with torpedo an enemy tanker 1n the. 
Sicilian Channel . 

Sicily , 21st . Valta Spitfires bombed barracks and 
chemical factory at Licata also hangers on Gela airfield, 

Libya . 21st. Liberators dropped about 25 tons of 
bomhs on Tripoli . Light bombers and fighters made 230 sorties 
against N.T. in the Tripoli - Tarhuna areas . 

- 2 -

• 
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"L!JlYp,, 19th. Fighter bombers continued throughout 
the day tc>llttack enemy M.T, in the Tarhuna ar ea, u.s. 
Libya-based Liberators bombed Tripoli Harbour , At night 
Malta 1'/ellingtons eff ectively attncked M.T •. and other objectives 
in tho Tr ipoli area. r.nemy aircraft attacked our forward 
t r oopo . 

~rench North tfrica . 18th/19th, 
Is!eys a ttacted objectives between TUnis and 

Sousse and blew up a train believed currving petrol. 
Wellingt~ns dro~d 26 tons or bombs on Blzer ta starting large 
fires . 12W. 56 U.s . Fortresses bo~tbed ila).lway Centr es and 
other ob ec ives So>tth of Tu.:1iS , Sousse fins attacked by 
U.s. Liber ators and a small ship I'IQS hit . successful attac¥s 
were made on Medenine and on w.T. 1n the Ojerba-uar eth Area . 

Mediterranean 18t hj ltth . IJal ta Aircraft tor-
pedoed a ~,ooo t on ship whic nns l eft sinl.ing . Two other s 
of 4 1000 tons were probably hit . ]J.th/ 20t h . Albacor es off 
Djerba sanJ, one ship of 6 ,000 tons ancfD.not"her of 2 ,ooo tons . 
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• to 111 apgw: 

Boot• on 'wo bllllon dollar o1rtlfltat1 

offeriDJ clo11 •' olo11 of balln111 todaf. 
final r11111t1 wlll no' bl taow uUl lloadaf. 
Pre*' illdicaUou ar• ,., 11•• will 111 

' 1r•a'lJ o•ernbecribld. labeorlp,loa• up 'o 

pr111n' 'l•• \olal Will o••r 'hr .. aDd oao-~lf 

bllllon dollar•. lo,hlac unuiUal happonlnt 

here. Retard• froa 'h• bunch. 

BILL 

DVI:IL& 

44 • 
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The lollorable 

omQ cg nia jll(mi!Uflot: 
·~ea, ll. o. 

The Seoret&rT of Trea~nr7 

... 

I M oelldiDc 70'11 herevi th two oopleo of a plaa 
tor lllot&laeat oe1111lc tor poet-war dellTerT wbieh the 
ottlce ot Price J4a1Aiotratloll l e roleaotac to467 tor publl­
catloll on faa4a7, l&Jlll&rT 10, 1943. 

The plu 1o 4edpe4 prlaarll7 ao u &llt1-11ltla­
UollU7 veapoa, :87 proTidiJIC &ll opportuaU7 tor buTlliC coo41 
llOV tor 4ollnrT athr the war we belle•re that add1Uoul 
purchaolZ>C power C&ll be withdraw troa the aartet for currlllt 
coo4o. 

Ia JlddUioll, the plu would produoo liTeral 
l•rtaat and dooirablo b;r-produote. U vould add to the 
total Toluao of purchadac power atter tho var1 U vould 
proTide a 11ouo of brillciac duand iato line vHh the 
pro4uctloll of Jllltoaoblleo, r otrlceratoro .,, other cooto 
that alcht be conred 'b7 tl!e plu; .,, H voul4 proTide 
a 11eaoure of rallat to aur oaleo..,. all4 OMll buduoooo 
that han 'be61l hard hit b7 tho otopp-ce of pro4'11DUoa of 
certain con~•r•' coode. 

OPJ.' e illtereot ill the plaa lloo prl.aaJ'U7 ill 
lto uoofula.ooo ao ., &Dti-illtlatlollUT device. llaq ot her 
I O'Yt l"'UU.tDt acenCillt ho""e.r• woul4 b t COD.Oerllecl not 0Dl7 
with lto operatioll but &lao with ito obJootiToo, Tho plu 
propooeo adailliotratioa b7 the 7e4eral leoorre 871t... It 
aloo callo tor tbe routiac ot tulldo reco1To4 1ll p&JaOAt 
tor poot-....,..4al1nrT ccodo to the TreaoUrT Jlll4 a PIJ&IIl\ 
b7 tho TreatUrT for tho uoo of theoe tua4o, 

I .. &ftre that 70\l haTe upreue4 oppooiUoa 
to thi e idea in a rectn\ pr••• conference. tour comaente 
appear, hoWTer, to han b..., d1reote4 tovar4 u llloo~~plote 

.... 
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aD4 not tull7 accurate preoo report ooooero1nc the plaa, 
I belle.,.. 70U will t1D4 70ur o'bJeoUoDO fUll7 ae\ 1D the 

' 4eta11e4 plaa. 

I hope 70U will &iT• the plaa the carefUl co .... 
oUeraUoD which I 'bel1ne 1\ 4eoerTeo , 

lllolooureo 

L.oa BobroOD 
.Ada.\D1otrator 
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Jal I'CIIt p J U , 't. 1941 

A Plan 

tor - . --

Rolt Buseut, Specal Adneor 
Ott1oe ot Price A~1atra~1on 

54 

lfot.e1 Ill the deft~t at tM plan J~N&eute4 1n th1e --..4111 

the writer bu ba4 the M]»tul a4T1ce 8114 u&i•-• at Jlr, -

:!~room, at the 1lce.M at GotWOOl .. at the F~ R- s,.t4a, at 

•· Allr&lla rrt.a..m at the ..., torlt :aar, ...a at ,..._, vroe 
AlCer- 41114 :r. :a. lblll&cMit ot the ott1oe ot Price Adii1A1&tr&t1oa.. 
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• \lbateftr ito adn.nte6oa or d1ead ...... te6oo 1n tille or pe..,., the ""'"rlaan 

prectioe at cledi t b~ h&a roll uaetulneao 1n tiM or var. Cana~aer ored1 t 

l •nol.o 1t .. lt read1l7 to oemae 1n tba pt"'4Zl"8oaiw battle that IIWit be f0\1811t 

eaa1JI8b var-tille l.ntlat1an. 

Tbe doTelo~t or 0\IJ' tllll 11111 tor7 power vaa bo\1114 to produce diotor-

t1ooe 1n 0\1%' ci vil1an ooan0117. Ooftmment upend1 turee tor .........,nte aubetan-

tio.ll.y inareeH tho national ina~ and total cona~~~~er :purchuJ.na :povor. en 

tbo other balld, the diwraian or 'atoriela and labor to var produetian and the 

recruitment or IIIIID:povor tor tbe 111l1t&r7 toraae l1111t tba produetian ot aoode 

vbioh cona"!""r• van.t too bu7. Three ete6o• 1n the tranai tim to a vtlr ooccta11 

can be recOjPllted.. At each ot theM ete6oo, there hao boon tbe poeo1b1l1t7 or 

ue1ns cana.taer oredi t u the 110ana ot eaoins tho 1m:paot on tho c1 vilian oaonOO>¥. 

The tiret eteae- 11 one 1n vh1ch there are ehortasea ot apecifio mator1o.la1 

alrilla and produetift equipoent, vb.ile au:ppliea 1n other tieldo remain abundan~. 

At tb1a et.aee,_ appropriate action 1n the ocnau...r orodit field vould be to 

tipton credit to.- tor autc.obu .. , rotr1seratora, oil burnero , vaahinS 

-.chineo, and a1111lar soo<1,a that abaorb •tala, alrilla and toole needed tor 

ar..nto J*'04ncti on. The :pur:poee volUd be to reduce doiiiiiDd tor theoe epeoit'io 

SOOdo v1tbout J:IJ')t-tina a aontinUoue ax:peneion· ot the national 1no011111 that 
I 

vould 4rav idle :prodiiOti ft ,..,tor. into· \1.88. eanaequontl.y, an l.Acreaao 1n 

dovn·P~~~MDto t ar aaaotod aooda- abould be the priar7 reotr1ctian. 

Tbo aaoan4 atop oooura vbon tba area or ell~• h&a azpanded, vbon in• 

o ... a and~ are 1nareaa1ns 110re rapidl7 that> :production, and vbon the 

fllleral price llwl baa bosun to r i.. . At thia atop 110re senero.l ;aatrainte 
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upen <.OIIIIumer credit are called tor. strtnsent dawn·}le.1lllellt requu-..nte ehoul4 t} 

be applied over the broadeat prectieable field.; the -.turit:r of inatalment oon­

tl"aCte should be ehortened generallJ'; and reetrainta ebo\1ld be Dlpoeed upon 

obar8e-e.ceount eredite, and eo far ae pouiblA \IPOD e.ce_.,.tian loe.ne. In 

other vard.a, the pneral deflatiOIII!ll7 influence of a r&Jiid llqui4at1on of oon­

e~aer credit abould be l=oueht to bear qpon the r1al.ng Dat1ona.l inc~. 

A third etaee ean be reo061l1&ed wlulll 1111Portal1t cane,_..' durable sood.e 

induatriee lle.ve been ocaplete}J' converted to a%1111U11ente llr04uotion 111114 when the 

goode formerly produced b:r tbeae induatriea are no ;Lanser aTatlable 'in the 

.arlr:et. U:lder theee o 11'o1.111111tancee it v!>uld be appropriate to tbrdW the' iDal:al.­

~t credit e:reta into renr ee--to eell goode an the inatalaellt p• fetr Poet­

war delivery. In tbie ~, the deflaticmar:r effeote of ~t ~te 

could be continued after previous credit cCIIIIlitmente have been· 11tu1a&ted. 

Wll entered the firl't ot tbeee three etaeee 1n the late fall of ).9110. B,. 

._. of the tolloving ;ree.r, the aeoond etaee had arrind. 

Actian an tile cone~ credit front c.- belatedl:r at the beeSnnS~ of 

Septellber 1941 with the pr-•lSI'tion of Regulation If by the ~edoral. lleeC'ft 

llcl&rd. Ver.,- proper}J', the initial regulation vae directed prbaril:r tGnrd the 

tightening of dovn-pa~ta, which would reduce demand for epec•ific goode, end 

eeoondaril:r at the l11111tatian of maturities, vhtcb vould result in a gezlllr&l 

liquidatiGIIl of cone~ credit. SUbsequent amendments lle.ve, v itb eq11&1 propJ"i· 

et.,-, bee 41rected towar4 broadening the eeope of the down-~t rHtrio­

tlone and reducing maturities for inatalment and charge account credite Oll a 

broad tra:tt. 

The effecte have been eubetant1al·, and of ~delia iJIIpclrt.aDoe to the 

- 2 -
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Office c4 Price Ac!min11traticm. I nd tar soou vhioll c~ vitll .,. t. 

tor ecaroe materiall u4 ak1l.U vu re4uoe4 :pN01p1t&te~. Tlla l1qll1dat1ce t1f 

ccmsumer ore41t, 1Dduoed 1D part b7 rNtZ'1ot1ce. t1t tlllt J'8611)atice and 111 part 

b7 limitaticme em the •IIPP~ t1f soou co._'7 .old cm ore41t, bu proYided a 
' 

DAIV and poverlul. deflAt1QIIal'j toroe. 

Ve are DDV veU 1Dto tbe tll1r4 •t&ae· Produoticm t1f pu1eapr autc:.obUN- ­

next to reeidentta.l holw1DS the -t 1Jipartant of aU o--.' durable eood-·· 

wae d1aoont1Due4 1D rellruarT l942 and the onnrllelll.ina maJariq of <Nr oit1&11111'7 

b68 been erx.oluded trca the autalobile .rlaet b7 "*tin ratico..1J:18. SubN­

quentl7, oiT11.1an produoticm t1f a large n~ c4-otllolr c~' d11nbl.M bu 

been stopped. J'ar ea. of tlle1e eood-, 1Dnlltar181 ban been re1ened fclr 

epecitio purp01ee. Far otber1 1 1D'Ielltar181 han alrM47 been uhau.tld ce are 

rapidlT approacllill8 eslla118tiCD. 

Both 1"raD a pe)'CiloJ.osioal and tr<a an ecOIUIII1o 1t1D4po1Dt, the t S. 11 

ripe for appropriate aot10D 011 tile OCill- credit trcmt. 

It il tbe purpoee <1f tllie ~-to allow hDw eood- ooul.t be 1old Clll 

inetalMDt ocmtracta oalHne tar 4el1ftr7 1D the p01t-Yar period 1114 hair nail 

B&lee voul.d: aid 1D the f1ellt 881L1Dit 1ntlat10D • 

- ' -
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Till n.u nr BRIEl' 

'l'be plall pr ted bere 1a 4ea1aned pr:l.arll;v to 41Tert O<*l81m8re • 

purohu1zla power ~the arat ~or current goo4a an4 thereb:y to reline 

t~ 1Dflat1~ preuure on~ price J.enl. It wov.l4, howeTer, ban a 

m=) u ot ~ bf-pro411Cte: 1t v0\ll4. prcw14a a44iti0111Ll t\m4e ~or 

f'--1118 tblr war; it vou.J.4 bu1l4 \JP a baolt-los at> purohaa1zla power tbat 

WOQl4 teoUitate tbe tnzul1t1on to a peace-time eeoaoiiO".l it v oul4 prcw14e 

\1111 - ot llr1zla1zla poet-lrar a-"" 1nto line v1th auppl;y 1n -.rate that 

- oerta.m' to be ~ Ollt ot belenoo l 1t vou.J.4 prcwi411 11~ -- ot cur­

r.t rellct for mterpr-U• tlat ba1'8 been or v ill be hurt b;r the 41aoon­

t•mwme ot pro411Ct1on o~ the goo4a vhich thll:r eell; an4 i t voul4 ~aerre 

•t Wet ·• ru4•-tu-t eell1Da en4 fimzlo1zla atruct11re ae the bu1a for 

r&p14 poet...vv eal;p8D810D. 

!'llree o&r'dm.l pr1Dc1plu ban been ~ollove4 1n the denlopaimt 

Ge ta. ploD. FirBt, the OU11ta.l7 -.ch1ner;r o~ wta~ eell1Da baa been 

reU.a liiPOD eo fer u poea1ble 1n 1te operation. Thia aern~a the diWl pur• 

pou a1 IDliatq the 4r1n au4 1.Jl8emUt:r o~ priftte e&leiiiiiiUUihip 1n the sell­

~ 11114 oolleotion ettort au4 o~ aTo141zla expane1on ot the federal buroaucr&e7· 

8eoOD4, ~te e& S004e f or poot-var 4el1Ter:r ban been rolate4 ao ~ar aa 

poMt:llle to c:paaa41turee faz' merobazldiae, and cbaracter1at1ca that vould 

l1llk ~ to artDp ban bee aTo1ded. Thia 1a of pria :llllportanca bec&uee 

DOtJWils WOI&l4 be •'ned on the act1-1ntlat1on tront 1t conaw.re merol;r 

·~ tbeir aTiz181 traa purob&eea ot var ·bODde or trca other e&Tin88 medie 

- 4 -
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1Jlto poet-var- deliverr purobaaes. l'illa~, it bu been the pol1o7 to uoid 

distortion of the nOl'lllal mach1nar,. of dietribution. 1'he plan cont1111platee 

a shift to tree market conditione as quiokl7 ae poeeible after the var and 

it attempts to preee~e the position of various ccmpetitive elemente 1n the 

distributive process. 

It seemB doubttul tbat -~ persona vould be v illill8 to bu,-1 "tor 

deferred deliver,., SOOda that oan be bouaht for current deliver,.. Bence an 

. essential requirement 1n the eeleotion ot goode to be sold under the plan 

i a their unavailability at present. .Many tnee of ooneUIIIIIJ'B ' durable goods and 

even some sarvices meet this requiremlmt and vould lend t hemselves to poet­

var-dellver;y eale. HOifeTer, the plan is IDOBt readil;f adaptable to the sale 

of relativel;f h1(!h-pri ced goods that are preeentl;f 1n CCliiiiiCil uee and are 

produced b;r CCIII!PAl'Ativel;f 1SD18ll nllll!bera ot substantial mnutacturere. For 

this roaeon it is proposed that the plan be applied at the outeet only to 

autaDob1'lee1 
retrigaratore, pianos, oil burners and aut.omatic stokers. tater, 

the list should be expended to cover other SOOda and services, vhere careful 

atu~ and consultation vith the trades coocerned indicate the adaptabil1t7 

ot the plan to their sale. 

Because it ie ~oesible to predict aocuratel7 the level of pro­

duction costa after the var, no attempt vould be -.de t o establish at t he 

t ime ot the 1neta~t sale the prices at vbioh goode would be dslivared. 

The purcbaaerr v ould acquire .. certificate vbich vould be accepted 1n ~t 

ot the poat-var purobue price of a epeoitied article. Certifice.tee vould 

be ieaued 1n varioua danCIIlinations, identified vith prioe-cla .. ea of goode, 

anA the7 could be applied toward the purcbaee of any Ja'ke or 11101181 1n the 
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apec"\£184 prioe-olaaa. Milmltaoturere VOIIl.4 pro-'b~ 'build tbeb' 111041aotie 

ao fer u poaai'ble to meet tbe market eeta'b11abed 'b7 osrt1t1oat. Yalu.e, ht. 

1t poat-var prioee dutered trcD the "ft.l.lle of oe:rtitioatee, dittw- COIIl4 

'be ree."117 a dJUsted in cub or in f l 'QIIooe c01!118117 oreclit.. 

Ce:rtitioatee v01ll4 'be aold lliDl7 Cll inata~t tar. in orUl' to 

encou:reae ~t out of current inc~. ~t aobe4ul.N llboul4 'ben­

lated to c«rtitioate "ft.l.llea, rene'"6 tram 12"-thl7 ~ tor~ oer­

t tfioatee to ~ .:athl7 PBT ct. tp:r $2,000 oertitioatee. ID arUr to 

eqUaliu tbe aituaticm of oirt.llalw·UI.d per- in tbe ~ faroM, tbe 

latter,v01ll4 'be permitted to bUf em 1anser ~ aohedulM. 

To pl'e'feut apeoulatora trca acquirinS claiae· to larp .-zatit1• ot 

'b7 ezq Cll8 pereCD Vould 'be 11111t.a. Prior to tbe date ot tbetr ftlikUCII for 

tbe del1ft17 of EIIDOde, ce:rtifioatee vould 'be DOC•t&willtarable·exoepllllller a 

lilllited IUiber of circ~N suoh u inha'itelloe or lle;DMt, , -at.u... 111 

aatiafacticm of~. 11114 diatr1'but1cm of UMte 1c ~F· IV1l.ow1DS 

tbett 1'11lldat1on, ce:rtifioatee vould 'be tu117 ~le. 

00118-• would 'be offered two inomti.,.. for puro!lu1DS »oet-wr-
4el1ft17 csrtifioatee: a prior clailll to tbe 800411 llllb,1eot to aale, ~ a 

diacouat tram tbe eetabM.ahed poat-var price. 

Priorit7 n1lllbera vOill4 'be dete:.ine4 b7 tbe -.rtJa 1a ~.tbe pur­

chuar mterea hie inata~t ccmtraot, vith a4Ju8~t. fr,r ae~r 1A 

•Iring ~ta. Thue, 1t tbe parohuer emea-ed hie OCllltoa,lot llla'tal! * 
firet -.rth ot OJlel'ticm ot the p.1aD aD4 -a. hie ~ ta ~' he. 

vOill4 'be ... iaDK priarit7 m,_ 1; 1t tbe purollue - SAitiaW 4Ua Dis 

tbe 1110«14 -.rth, hi YOUl4 'be uei4Pie4 priar1t7 J1111b4ir 21 eto. ~ M..,. 
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delinquent be;yand a reasonable srace period, hie priorit;y nlaberr wOIIl.d be 

1ncreaeed 1n relation to the degree of delinQIIIIZIOJ, 

The price diecount would be accampllehed b;y g1T1JI8 the poet-var­

dellver;y certificate a "merchandise" Talue greater than ita purohue price. 

It is propoeed that thia differential be fixed at 1~. Th\18, 8 certificate 

tor which the purchaeer pe;ya $200 would be worth $220 1n exohaJige tor poet­

war E,'OOda and a certificate coatin8 $1000 wollld be worth $1100 1n exohaJige 

tor goode. The differential would be mde up at the time of delinr;y b7 

the sacrifioe ot i>art of the norml groee profit b;y the dealer who cc.pletee 

the eale and b;y a rebate to that dealer b;y the III!Jlutacturer whole goo4a are 

delivered. 

Certificate ealee vollld be -de b7 establiehed dealer ~eurlu.­

tions - · b;y automobile ealea agencies, b;y refrigerator and piano dealere 

and b;y beatin8 equipment contractors. The purchaeer would aign a poet­

war- deliver;y contract and make a modest down-payment, Tar;ying with the 

dsnanination of the certificate, which the dealer vollld keep ae hie initial 

ealee commieeion. The dealer vollld than eend the contract to a ealee fi:naDce 

agenc;y that had been authorized b;y a Federal Reaern Jllmk to euperTiee col-

lectione and do the bookkeeping. 

upon receipt of the post-war-deliYer;y. oontraot, the ealee tin&Doe 

agenc;y would ieaue a p&11DB!lt book to the purche.eer and open 8 ledeer account 

tor hi m, These agenoiee would be responsible tor recording p&1!DIInte, tor 

transmitting tund8 to the Federai Reeene Bania!, tor eendin8 delinqueat 

noticee, tor referrin8 defalllted contracte bc.ck to the dealer, tor o<llll­

puting dalinquenc,r chargee, and tor aeeignin8 priorit;y IJUIIbere, 

Inata•nt paymen't.s vollld be -de, hoole?er, to a dmerent eet 

• ot agencies, The agencies that accept payments tree purohaeere ehollld be 
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z uA11,r aw.U•ble to all purobaaera, eq1l1ppe4 to aooept .cae7 ~te, 

tSDailoiall,J ra.pcma1ble, and w1tbout an interest either 1n aell1J18 tba pur­

olliaHr eoocsa or 1n lea41J18 h1m IDCmefo 'l'heee local oou.tot1on eaenotee lllisht 

1nol.XI4e tba tel.epbtme, su and electric e~iee -- 1n which cue inltelmente 

ooul.4 be pa14 with billl tor e«r'Tieee -- the telegtapb eCIIqlaniea IUI4 the Poet 

ottioe. 'l'ba7 would accept and receipt t or ~ta, tear traa ~ boolat 

~ that i4mtit7 the purobaaer, the ealoll ti.Dence 8f!;tlfJD1, 1U14 tba 

aount ot tba ~t, u4 tozw.rd tha cou;p<IDI with remittence• to tba ap­

p:ropriate ·ealoll fiDenoa 848DCiaa, Yh1oh would \Uie the ooupone to poet ite 

~sw aoc01111te. 

'l'lle l&lel tsm- 881111C7 voul4 18114 the flm4a CD to tba ~ederal 

IIIlA •• lltmt or lnDch ot the 41atr1ct 1n wh1oh ite ottice 18 e1tllate4. !!!Ia 

Built voul4 oreUt. 1te receigt.e to a epactal pcet-var-4el1ftr7 accO\lllt 1n tba 

- of the tb1ted Statal 'l'reaeur7o 

l!oth tba lAlii tineDce e.eenc7 and tba local colleotic:a eaeno7 woul4 

receift mo6Nt ec.D1N10DI c:a ~te lwndled b7 -u- to coapeD•te ~ 

tor their wart. 'l'bHe ~e1c:aa voul4 be eubtracted tr<a oollect1CDI ill 

;paee1J18 C. the ptweedl. 'l'ba dealer would allo recein a f'llrtber -.lN eca-

111N1on upc:a ~letic:a ot the purobaaer'a ~te. aalee and collectiCil 

o~e1c:a1 WOIIl4 be lllbtreote4 ctireotl,J trca tbe pe,--te -4• b7 the pur­

o•erJ 'blrt the7 vouJ.4 be 00ftl'e4; when the cert1t1oete 'becCDN ftUd tor tba 

a.u_.,. ot eoocsa, b7 the~ vh1cb tba 'l'reullr7 voul4 .a ttlr the \Uie 

ot the ~·• -7· ID tb18 va.r eeoh oert1t1oete voul4 haft tbN8 

41ttar.t '~aluM a (l) a vitbdraW.l w.lue equal to tba a.:nuzt. paid ~ b7 tba 

purobuc', ~ aalea Ul4 ooU.Ctic:a ccai1811CDI Ul4 4el.1nquellc7 oba'SHl 

- 8 -
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61 
(2} a cub~ at •tllr'it;y equal to the UOUDt ~~&1d 1n b;y •a. pw :b •er, 

exoluein ot delinqwmc;y elm-see; and (:~) a .:oohan4iee 't'alue at •tllr'1t7 

equal. to 110 per cent ot tbe caeh ftlue. 

In add1t1oo to ita resuJ,ar cCIIIIIiel1oo an tunde collected, tbe ealel 

finiiDOB aaenc7 voul.d aleo rece1n a JDOre eubetent1al traction ot del1nqueDo;y 

obaraee to caapenaate for the vork of sendtna delinquent notices and 4caput-
. -

1n6 che.rps. The ~indar ebould be di't'ided between the 'l'reaeU%71 to cca­

pen.BI\te for tbe loee of the uee of fundS' durin6 the period of delinquenc;y, 

and the federal Ree&r't'e Bank. 

When the pllr'Cbaeer hal ccapleted hie pa:r-nt e and cbarpe for de­

linqueno:r ha't'e been collected, the salle f1nallce apncy would pa)' the dealer 

his final cOIIIIIiaeicn, aeeign a priority number to the purcbanr'e account 

and send it to the Federal Rseern Bank for audit. The Be.nk would exrunine 

the cauputatioo of charges and the aeeignment of priority 14\d inspect ite 

recorda to pr.Vent the purchaser fr0111 acquirina lllCre certificates then he 11 

entitled to. U the :Ncord vae eat1sfactorJ1 it vould then issue a reg­

i stered, paid-up certificate beartna the appropriate priority number and lend 

it to the purchaeer. 

The c&l.ling of priority numbere vhen production 11 ree,_d vould 

be the respona1b111:!:-7 of the Federal ResBr't'e Boerd. Ae soon ae dealers ban 

receind ee.tiefe.otor;y in't'entoriee, priorit;y numbers vould be called ae rapid­

ly as additional goode are produced, unleea there ebould be a tendenc;y to 

expand productin ce.pac1t;y be;ycnd the reaaOEI&ble 11m1te ot nomal 4.-nd. 

The Board should also han the p011ar to grant special priorities vhore this 

vae in tho publlo intel'eet. 

- 9 -
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?aid-up certificatoa, vhen c;ountora1ana4 b7 purchaaera and ex-

changed tor soo4a, voul4 be deposited to deal er s ' bank accounts a t tbeir caeh 

valuos and they vould be honored b7 t he Federal Reserve Benlts troa funde ~ 

available by the Treasur7. Control ot the dietribution of (!09de vould be exer­

cised by the upstreaM flov of coupons attached to paid- up certificatee, vbioh 

vould entitle t he dealer both t o a rebate trom the manufacturer and to the 

ehipmont of another article to replace the one delivered to the certif icate 

holder. 

' 
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Dllr1JI6 the ~t HYVal. J'MZ'8 betlleen 10 aD4 ~ 'ot all c.aa.­

expenditlirea han been dnoted to the purobue of o01111-.re' dlll'able 80048
1 

other than hollsea. 

In 1,941 expenditm-e11 for elioh sOoae apprar.obed 10 billion dol.l.ara, 

1n epite of eh~11 of. materiale and l1m.1tatiane on production, and 1D ­

spite of credit r.eatrictiane and exoille taxea illpoled d111'1.11& the latter pert 

of the rear to dampen demand. ,t.Jmoet t~-f1fthe of tb1l al& vu apent 

for autaDob1l1111 and for automobile part. and aooeeeor4eB, e.lmoet eae-ftnh 

vae spant f or hou.eahold appl.iances and fiXtures. Tbe reminder v111t tor 

home turnish1118s, pleasure boe.t11, vatcbes and Jevalry, o~, etc. Auto­

mobiles, refrigerators, pianos and autc:aatio turnace11·•tbe sooda vhio~ voul4 

be most ree.d1~ adaptable to poet-var-del.1Terf aale--aocounted f.or .are thl.n 

6~ of the total Tol~ of expenditm-ee f~ o~' d~lll.e 80048~ - aDA 

perhape &II IIIUCh ae 90l' of the total TOlu. of sxpeud.itm-ee f or 80048 vh1oh 

han e1Dce di .aappee.red, or are current~ dilappeerms, trca the open .rat, 

~lationary ,S1gn1f1cance of Conversion of Con.e1811rs 1 GOode Induetriaa 

War reqUirement• have out beavi~ into tbe 1n4';!11tr1ea ~t auppl.ied 

tbeee goods. Some or these industries, ew::h as those J~~Bnufacturine autamo­

billl81 retrissrators 1 vashine III!Oh1nss, suction ol.ean.ere, and radioe haTe 

been oaa;plete~ converted to var production. otllere are 1D the prooeae of 

converaion; and still othera have been atopped or aubatant1all1 curtailed 

I 
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by the scarcity of oseential materials. Of tho whole list of consumers• 

durable goode only woodon furniture and certain typos of houoefurniehinge 

have been relatively unaffected by the impact of military requirements. 

The volume of consumers' durable goode currently reaobing the market ie prob. 

ably lese than one-third the volume that como into the market a year ago. 

And it can be expected to decline still further in subsequent months. 

Under norual circumstances, a decline in production of consumers' 

durable goods would be accompanied by a declino in the incomes of the factory 

workoro, raw mater ial suppliers, managers, landlords, and stockholders who 

dopond u;>on such production for their livelihood. Thus, a decline in the 

eu;>pl y o~ coneumer·o ' goode would be roughly compensated by a decline in the 

1ncooee available for expenditure on such goode. But at present moat con­

sumers ' GOOde induatrieo that have discontinued production are engaged in 

t he manufacture uf mllitory equipment. Consequently, there baa been no 

doc lino in incomes to compensate for tbe decline in tbe quantity of goode 

t h;>t ru·c availeblo to coneWI:ers . In fact, as tbe national incoaoe figures 

eJ oa;·.:.y ehow, monry incomes have risen progreeehely throughout the 

'"'"'1od when proc!u:: t i t>n of many typo a of consumers • durable goode vee being 

U scontint.od. 

This e~tuatic·n provides one of the eeoential elements of inflation. 

lr. cvlt~c~y inflation hae ita origins either 1n 8 restriction .of production 

a( oon:nz::ers' (looda relati ft to the flov of mone:r 1ncanee or in an increase 

in 

' 
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the !lav ot moM)' 1Doomea relative to produotion ot oone~a • goode. 

But there 1e another esaent1el ingredient: there IIIWit be a oapacit1 

and a v ill to spend the excess income. It ia therefore .ot oruoia.l importance 

to ask vhat ooneumere vill do vith the pe.rt of their incomes vhich the7 

tormerl)' spent tor ~oods that are nov no longer a?e.ilable, 

This- question br1nga us at the outset to an obser?e.tion coocernmg 

the nature of expenditures tor coneumera ' durable goode tbat ia of prime im­

portance to an understand1ng of the current problem. 

Consumers ' durable goode are fam111 oapi tal goode; and vi thin the 

ltmits of the crude bookkeep1ng systems used b7 moat tamiliee, purchaeea of 

such goode are treated 1n lllUCh the aamo Ya1 ae the capital goode ot business 

and industrial enterprises. And tor much the aamo reaeona, because neither 

the capital outlate of buaineae enterprieee nor the capital expenditures of 

consumers are properl)' chargeable to the imlllediate income period 1n vhich 

t he)' are made. 

Business enterprises charge their oap1tal expendituree to capital 

aocounta vhich are gradu.all)' reduced b7 depreciation chargee aaa1net current 

1ncOilll!l, The great maJor1t7 of consumers bu;y their capital goode on the in­

stalment plan, which 1s merel)' another We:J of amortiz1ng an initial capital 

expenditure b7 periodic payments out ot incoar- Frca the standpoint of the 

l:l&rket, suoh purchases take place when t he goode are delivered. But from 

the standpoint of the individual purchaser, ~e purchase takes plece over an 

extended period ot time 1n the form of a aeries or payments from income, 

each of vhich ia looked upon ao an expenditure t or the use and eventual 

- 13 -
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ownership of the article. 

-For thie reuon part of the current ino~ ot the Alllerioan people 

1e at ill being diverted to the pure hue of coneumer•' durable goode, the 

production and eal4 ot vh1ch bave been stopped. Instalment ~nte v1ll 

continue tor s~ t11118 to abeorb at lll&et part of the inc~ tbat vould 

otberviae be available tor current p\U'Ohaaee. But this drain vill graduaJ4' 

dvindle in volume. Aa individual instalment contracts are completed, add1· 

tional purchasing power will be treed tor other purpoee£'. 

The de:OationarT ottecta ot the liquidation of 1nstalment ealea 

contracts have been aupplamonted and reinforced b7 restrictione deaisned to 

CCIIIJ>IIl partial liquidation of parsonal loans and cbarse account11. However, 

• 

baoauoe of the sreater me.gnituda of instalment sales credits as compared ~ 

vith iJ!Btalment loan and cbarge-aceount credits, the drain upon 1noamea 

reeulting from the liquidation of consumer credit as a vhole vill certainl1 

dvindle even 1f credit restrictions are broadened and inteneitied to their 

fullest practicable ltmtt. 

Vaye of diverting surplus purchasing power 

The purchaaing power that v111 be treed b7 the gradual CCIIIIPleticn 

of the liquidation of previouo instalment purchaeea could cCIIlOeivab)-T be 

captured and diverted from the market for goode in a variet:r of va:r•. 
Firat, it lllight be taxed out of exiatance. The RevenUII Act vhicb 

bu Juet been paaeed by the Congress providae for an 1mprea81ve incre&eB in 

taxee, and peracnal and oorporata taxee applicabla to 1942 inc~• vill be 

- 14 -
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• 

the biB}Iest in our histoey vith reapeo't both to ratee and to total ;rield, 

Yet the 1norease in tel: revenues dur1"6 the OCIIIilJ6 ;roar vill tall tar short 

of the 1noreaee 1n.mil1tary expenditures, The Director of the Jludset esti­

mated on October 7 that in spite of the 1noreaes in tel.'l'a, the hderal SOT-

. _...-.. 

enl!tBnt dof1c1 t vill increue from 21.7 billion dollaro 1n t:he tteoal ;roar 

ending June 30, 1942, to 63.1 billi on dollars fer the fiscal ;roar end1na 

June 30, 1943. Theee rieine deHcit expendituree v1n 1le a force tor expeud­

ins the national income and inoree.eing the volume ot funds available for 

el(!)endi tw-e by ooneumers. Con11e.quentl;r the preee::tt t3x progrem, however 

burdensome, ce.nnot be expected to eeso the i~ln'tionaey preseure created b;y 

the disappearance of important o~~ucere ' Qurable soods . 

Second, this excess purobe.ains pcver misht be saTed, There em 

be little doubt that tb' stOPPBBB of production of meet coneumer.e' durable 

soode vill ei TB a oonoiderabl" impstue . to BBT1lJ6. 'l'brouah tradition or 

trial and error experience, f~lies senerall;r acouetom themeelTee to a 

crude llllocation of their incomes be.tvoen eaTings, food, houeilJ6, olothill6 

medical oare, recroe.ct1on, and consumers ' dure.ble soods. Woon funde cannot 

be spent tor the latter soods, there vill be reeietanoe to 1ncreaeilJ6 ezpendi­

turee f or other ce.te£lor>ee of evote, Conae(!uont~ 1 OI1V1rt£lB oan be expected 

to increase . 

This reoietance to an increaoe in el:pondi turee for other £lOod8 

has ita limi t e, hovever, s.nd it 1o onl,7 in tile short run that a c011eiderable 

part of the funds former~ ap~nt for c;on3~ro ' cmrabl es h Ukel;r to be eaved 

1-!o knov t hat a .s1ven eav1ll£ls =rsin botveon income ar.d expendi~e--a marsin 
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vh1ch Tariee tr<llll 1ncc:.e c laee to 1nc011111 olaee end t'ru1 fllllli'-J' to faai]J-­

etande TV7 high 1n the hierarch1 of tlllllil1 nluee . When incOMe are re-

duced, thie arg1n will be preeerTed at the U}lell81 of moet other budget 

it.e. But at a giTen 1ncc:.e lenl the eubJeotin Telue of additions to 

thHe eetabliabed eaT1nae argine 4rope ott nr, faat . Bence, vith the 

llU-ae of tille, larger and larger proportions ot the tunde v bich can no 

lmger be spent tor ccmeWMre' durable goode are l11cel1 ~ be epent to 

eat1et7 otber vente. 

Third, we could oODt1nue to eell oona~re ' durable 80048 for de­

linr, 1n the poet-var period. l!ecauee it preeervee the existing expenditure 

pattern, thie would be tblt euieet WA1 ot prnent1ng tunde cuetomaril1 

epent tor cODe-ra' durable goode tr<llll being ehitted to other markets. 

J'un4e that ben cuet~il1 been spent tor purcbaeee of consumers ' durable ~ ' 

geode vould cODt1nue to be &])ellt for euob goode, but del1ver7 would be post-

poned. Since theee tunde would ec.....,.nd no goode until the end of the war, 

tbe7 would 1n IZ'ealit7 oonetituta eaTinge. Yet there 1e eTerJ reeeOD to be-

lien that cla• Oil poet-war production could be offered 1n euch a V&J 

tbet P&11*lta on them would be treate d almoet uniTereall1 ae current expend1-

turee. 

l!p!nditure Ts. eaTing f or poet -war delivery 

It 1a of eubetential illqlortence to the ueetulneee of inetalllllent 

••111De tar poet-var dal1Ter7 u en enti-1ntlatioaar7 weapon that cone,_,-e be 

8DOOIIX'af38d to treat their inetalllllent pe.1J!~ente u expenditures t ar goode 
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re.thar than U II&YiJI88, To the extent that thie 11 e.occ.~Plllbed, the reaiet­

anoe to an increue 1n II&YiJisll vill "- aYoided 1114 the diTeraion ot purollu-

1ll8 pclll'lr traa the .arlcet tor current soc4e vill be eubatantia~ 1norea1ed. 

IDatalJaent eelliJ16 tor poet-var 4el11'8l')' v1ll produoe detlat"'OIIar7 

efteote onl:' 1t it decreaeee the propene1t7 to cona~ae, or, in other vorae, it' 

it reducee the proportion ot the naticmal income that vould otherviee "- 1pent 

tor current c~1' sooae an4 eerTicea. The tlov ot inco.e ie euata1ne4 

b7 ex;pendituree that lead to the production ot additional soo4e. When con­

s~aere epan4 their 1nccaee tor current soode, their expenditures 1n turn 

create 1ncomee tor tboee vbo eell and delinr the soo4e and tor tboee vbo 

participate 1n tbe production and eb.ipment of additional goode to replace the 

S004e that vere 1old. · When cona\Del'l vitbbold part ot their inc~• trca the 

market tor current soo4e, the tranamieeion ot incomes is interrupted and the 

flow declinee, 

ETen 1t inetalwmt pi1WIT\te tor poet-war deJ.inr7 vere treated u 

saviJ16e b7 all pllrcbasere, acme reduction 1n the total Yol~ae ot expen41turee 

that vould c0111111 into the market could be contidentl7 expected. The otter ot 

a bev kind ot aaY1nga with an unueual appeal vould, ot 1teelt, lead to 101118 

expanaion ot overall aaYiJI68. In addition, there vould be a part1cularl7 

strong preeeure on certain claeeee ot cone~aere to 1ncreue their aaYiJ161. 

~ persona vboae entire eaYinSB take the form ot tued pa~nte to peneion 
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tunde, tar e.nnuit7 preai~aB, tar buildina and l(l8D ebaree, or tar debt re- 1 
tu--t, Would undoubtedl)' make wta-..t PlllJI8nte without reduodnf. the 

tlov of tunde into the111 tued ee.vinaB prOEP'8JIIII • MILnT others • who are con-

etitut1oaall7 incapable of foresoina tile expenditure. of rrer)' oent whinh 

oc:ae• into their hande, or who lack an incentive fer, or an interest in, 

further eav!na, would divert pe.rt of their inoc:aee to the purohue of poet­

var-dellvBrT cert1ticate• ratber than so without nev soode when production 

1e reew.d. Still others eave eo little that even thouah their entire eav­

inaB were shifted mto post-we.r-dollvory certificates the7 would !lave to 

inore&ee their eavinaB to meet the required p&)'IDIInte. 

The net inoree.ee in 811Vin88 that vould result even undar theee 

untaTOreble c1rcumatancee would prot>abl)' be auttioient to varr11nt the 1:ntro­

duot1on of a plan for 1n.otalment eelllnS for poet-war deUvery. But the de· 

f lationary effect of such sal ee can be aubetantierll.y enhanced if ooneumere 

tree.t their poet-war-deliver)' p&31Dente as current expenditures . In 

Tiev of the lJirportanoe of divertina AS muoh purohaaina power u poeeible 

fl-am the current market, it i .e exceed~ vortmrhile to do everJthina 

poeeible to produce thie reeult. 

Moat satntull)'-occupted persona who are proepective purchaser• 

of poet-war-delivery certificates have, particular!)' at a time of full em· 

Plo71D11Dt at h16h vagee , a considerable mare in of "free" BAvinaa beyond their 

fiXed or ec~eduled BAVinaB ccmnttmente. These tree eev1nae normally SO 

into eav1naa banks, into the eect:r1 t ies markets, and into ve.r bonde and 

e~e . If post-war-delivery certificates should aatief7 all the requiremente 
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ot savin811 and provide an attract! ve Mdi'lla tor ea'f'io68, there would be a 

subotantial. ahitt ot eavin811 from their nonlal. ohannele into. poet-war-

deli very oertificatee. To the extent that th1e occurred there would be no 

not gain in the dl version ot purollasing power trail the current marpt. But 

to the oxtent that poet-var-delho17 certificates t ail to eatiet)' the require­

monte of savlnas and pa;ymonte on euch certii'icatee are therefore treated ae 

current expenditures, the invasion ot othor forme ot savinSII will be mlnt.iced 

and pa,ymonte tor poet-var-delive17 certificates v1ll be retleoted lar811l.J' in 

a deoreaoe i n expend! turea for current goode and aorrtoea. 

Installllent payments o.e expend! turea 

Several oiroumetanceo v111 contribute to the treatment ot instal· 
f 

ment payments on purcheaea tor poet-war deli vory aa "spendinSII" rather than 

savings. 

, 

First, there is the established pattern ot .taaU-7 expenditure& and 

the reeistance to change in that pattern. In part, the pattern ie eatab­

lished by existing oO!Illlll. tmonts: b;y .insurance and IIIUluit;y contracts, b;y 

agreements f.or purchllBe ot building and loan eharee 1 var bonds, ate. ; b;y 

fixed rentals on houaea and apartments; b7 real e etate taxes and 1110rtgage 

pa;yrnenta; by instalment purchase obligations. In part, it is established b;y 

tntra-.taaily bu4811t allocations; b;y the husband's personal allowance; b;y 

allowances to the housewife for food, for clothing for herself and bar 

children, end for household supplies and equi~nt; and b;y reeervee t or llllld· 

ioal. expenses and other amersency neede. 

Purcheaee ot goode f or poet-var del1TBI7 can be expected to tit 
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Dat~ aD4 euUT into th1a expenditure pattem. Suob purcbaaee Deed not 

411rupt eatebl2abed obl.Jslt1ans nor d1atart cuetomr;y budget allooat101111. 

On the cantl'az71 thn" vill fill the SliP left b;y the dieappearance of 1lliportant 

c~a' dm-able soe>4e tro:u ';he ~~~~rket. J'or those vho alread;y have inetel­

llllll!.t ocmnitJ!o.onte, pa,_nta on contracte tor poet-var· del.ive%'7 v1ll mere);)' 

replace pe.;vmt'Ute on cODtracte · for soocie alree.d;y delivered. For othere, the 

ttllllil;y bw!set item tor bouaehold equipment can be diverted, in the abeen.ce of 

current soocia, to the purcbaee ot "tuturee." llecauee 1netalment pe.;ymente 

tor 8004e tor poet-1/U' del.iver;y vill replace axpendituro items in tamil;y 

bu4sete, tbl>re vill be a etrans tendenc;y to treat them ae expenditure items. 

SecODd1 inetalment ~te have ~ traditional.l;y treated ae 

·e.x:Jitmdit;unle aD4 it seams probable that tb1a traditional treatment vould 

carr;y over natural.l;y into pa;ymen'l:s on 8004e tor post-var deliver;y. Xn the 

nonal instalment sales tranaaction periodic pa,ymente are almoet ccanpletel;y 

diaaeaoc1ated fl-0111 the dellver;y ot the article eubJect to purcbaee and the7 

beer no necee11ar1 relat1oneb1p to ite uee. Yet aacb 1natal.lllent pe.;yment rep­

reeente a cbarse asainiJt current 1nc~--a periodic expenditure tor the 

eventual. ownerebip ot the article. 

The pereietence ot the treatment ot 1natelment peJ'DIImte ae current 

axpend.iturea ia illuetrated b7 the reaction to cbo.nses in 1111Jtelment credit 

te1'1DI. It the credit balance resultinS tram e.n 1natalment sale 1s pe.1d ott 

mare rap14l;y than the soods depreciate in value, 1t 1e obvious that same pe.rt 

ot each 1natalment PB11Dent represents o. aav1n8. The larser the p&1JIIenta on 

a SiTen cred1.t balance, the sreat er i e the rate of sav1n8. Yet th2a tact 
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appears to be v1rtuall;r nesleoted. 1n the bu48et oal.cul.atione ot OOD8\mm'll . 

One of the prbar)' aaeUIIIPtione underl,71ns tbe rntriotim of 1newlment 

credit terms by the Federal Reserve .Board is that, vhen 1new'ment ~te 
... 

are increased through the reduction of IDI!.turitiee; the cone\lllll!r vill omtimle 

to treat the increased P~~J~~~M~t aa an expenditure and balance hie budaet by 

roduc1n8 hie apend1ngs :rather than hie eavin8a. There is neTT reason to 

believe that this assumption ie realistic. 

Third, even ~ it vera not for the traditional trea~t of 1newl-

J!IMlt peJ~~~M~te as expenditures, it s.._ unlikelJ' that consumers senerall.1 

could be broll8ht to look upon them 811 eav1n8B. l!'emil1ee generall;r ean far 

three priiDI!.ry purposes: (l) to establish a reserve tbat can be used 1n -r­

gencies, (2) to provide a competence for the period of retiralllont, and (3) 

to create an estate tor the proteotton of vives and children. So lons 811 

poet-var delivery e~ea are releted to specific goode, inlltalment paJmente 

vill fail to serve any of these purposes eatisfaotoril,y. 

While the·se otroumetancoe v ill contribute heavil7 to the general 

acceptance ot inatalment pa;ymente tor poet-var goode u current expenditures, 

it is nevertheless impOrtant to el1m1nata so tar 811 possible any cbaraoterie­

t1os vhtch mieht link these transactions to eav1ngll and tharab7 encoi.IJ'tl8ll 

competition vith exietin8 forms of sav1nge. 

The propoeal to otter a special issue of war banda tbat could be 

redeemed 1n goode after the war seems objectionable f or this reaam. Total 

eales of war bonds vould undoubtedl;r be increased by the otter of a merohendia~ 
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boad, But tar the JllOet pert euch banda vould mere~ ccmpete v ith other 

t;ypee of var bonde and v ith other forms of ~Tins for the lblited tunda 

vhioh ccmaumere are v illins to set aside irom their current 1noomoa. Total 

~T1nsa--1n tho aen.ee of income tunda vithheld trCD the current markot tar 

sooda and aenicea--vould probab~ incroaee ver7 little. 

In order to avoid so fer as posaible en:1 eav1Jiss aspect, purcbasee 

tor post-var delivery should be linked to s:~~eoifio merchandise; liquidations 

1n cash should be penalized :Prior to the t6me vhen priori ty numbers have 

been called; tranaterability of purchase certificates should be lblited; and 

interest accruala s hould be avoided. '1'hs r equirement of 1netallr.ent pa,ymento 

ia equally ~ortant. To be most effective purchases muet be made periodi-

oally out of income. To penni t :- ~rche.sss by full ce.eh pe.ymont vould b.e to 

enoouroge a shift of funds from se.v1Jiss banks, seourities markets , etc., and 

to llinblize th., diversion of incomes from other types of expenditures. 

M!!§n1t•Jc!e of deflati m:a.rz ertecte 

The pote:ttial1ties of instalment eellin6 far post-var delivery as 

an ant1-1nflat1ouary veapon are tremendous. Yet only the crudest of estimates 

can be made to indicate the ordor of masn1tude ot the deflationary effect~ 

ot the :Plan. 

At present inoQQe levels, ve could expect about 12 billion dollars 

vorth of expend!turee f or conewr:ere' durable 6oode, exclueive of ho~e, 1f 

mteriale, lab<.~r and productive ce.pe.o i ty vera available to m&lal the sooda. 

Expenditures for automobiles, refri sere.tora, and furnaces alone vould prohe.bl1 

be oloae to 8 billion dollars . The potential markot for poat-w:r- del1ver7 
• 
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certificates, bcweTer, voul4 be fe.z, sree.ter than the potent1&l. arbt for 

deU?ered soode if peace and civilian production were ntt,_,,7 a114 0~17 

restored taDOlTOV • Prospect he purohasere of actual 800411 UDder theee o1r• 

c~CBtllnoee vould be ooaf1ned to thoee vbo know the7 ve.nt ~1atel)' the 

goods subJect to sale. Proepeotive purohe.eere of aertifioe.tee, 011 tbe other 

band, vould include the far le.raer number of persons vbo lleline tbey vill 

vant these soods 1n the indefinite future. 

In the light of the str01l8 :lncsntlvss for poet-war delivery pur­

cbaeee, it vould not seem overl)' opt:lm1stio to usu. that certificate ee.le1 

collld be -1nta1ned at an avere,ae rate of 6 billi<m dollars a rse.r tor esveral 

years, pro'fided that the list of soods and services covered by the plan vee 

progressively expe.ndsd. This means that the avereae annual vol- of oertif• 

ioate ee.lee vould approximate the dollar volume of sales of autc.lbiles, re• 

fr1gerators, pianos and automatic furnaces in 1941, vhen incomes after texee 

vere eubetantie.ll.7 'belov present levels and vh3D moderate restrainte on de­

mand tor these soods had already been applied. 

U certificate sales vere distributed evenl)' at the rate of 500 

lllillion dollars a month and 1netalment pe~nts vero extended over the period 

of 24 months, ool:leotione vould approximate 1! billi<m dollars durinS the first 

year, 4! billion dollars durinS the second year, and 6 b1111<m dollare durinS 

the third 7Mr• It eeems lilatly, bovever, that the rueh to set lov priorit7 

numbers, particularly for automobiles, vould c<mqentrate purohaeee heavil)' 

in the initial months )f the progam. Moreover, the period of pqfllnt for 

~ certificates vould bs much shorter than 24 monthe. Bence tbe volume of 
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~t ~te duriDB tbe f'irst year vould probabl:f be aubetant.iell:f 

larser and tbe TOl\11110 durfn8 tbe third year would probably be lover. The 

Tol~ of' pa7JIIflllts misht ree.dil:f be 3 billion dollars dul'ing t he f'ir&t yoor, 

4! billion duriDB tbe eeoond year, and 4i billion duriDB tile third yoo.r. 

lfot all of' tbeee p&11Dellts would be dinrted t'rom the lllllrket f'or 

current goode and eerTioee. Camr.1ss1ona aToraeiDB about f'ive peroent 

of' tbe TOlume of' payments 11ould be paid f'or eeles and collections, and 

a large part of' these diebureements would become apends.ble 1ncamds aaa1n. 

Thie f'aotor, hcweTer, i e sutf'1c1entl;y amnll to be neQlected f'or purpoaee of 

our crude cal.c1.\lations. or substantially greeter importance 1a the tact thet 

1n spite of' every effort to encourage the tl'Satc.ent or 1nsteJ,.,,t paycente 

ae expenditures, there would &till be some encroachment upon savings. M!l."l,Y 

persona whose 1ncome3 are J.ittle above the aubaiatence level would be 00111-

palled to choose between post-liar- delivery purcbaees and their CllBtomary 

methode or eeTiDB, and. many ot her& would cut i.."lto their 68.vi;]ga 1n order t o 

meet part of' tbeir inatalmont pa)'lllenta. Theoe reductions in eeTin€8 mi(lht, 

eT.m under tbe plan preeented bore, r e,uce the deflationary eff'ecta of inatd­

ment ~te f'or post·w~-delivery by as much as 30 or 40 percent. 

Lee !rages or this sort e.re b"und to occur, hovever, no matter vllB.t 

llleaNI are U8ed to attack the problem of excess purchaaiDB power. The 1ncrel!.sed 

taxee proTided f'or 1n ~. recent Revenue Act vill bite heavily into the sav­

ings of' lDan7 tax-payers, thereby limitinc t he impact or tax collections upon 

tbe Tolume of' COD8UIIIer expend.!tures. Similarly, t he derlat!onery ef'fects ot 

purohaeea of' var aavinge bonds are reduced aub~tantiall;y by the diverftion of 
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69 
funds tr0111 preTiouel,y accllllll.llated eav1nss and tr0111 other fonu of current 

savin8· s~ etudenta of the question believe that no 1110re then 50 percent 

of tlw ealea of var eav~ bonds represent 1ncreaeee 1n eav1nsa. Provided 

that care ie teken to encourage the treatment o:r PIJ1mente , on poet-war-delivery 

purcllaeee aa current expenditures, there is ever7 reaeon to believe that the 

leakagee 1n the deflationar7 e:t':t'ecte of these pe~nta would be no greater 

than the leallaSea 1n the deflationary effects of tax paJ1Dente or of aav1nts 

bond puroha8ee. 

The deflationary effects of a given volume of poat-war- deliver;y 

~nte appear, therefore, to be roughl;y comparable with the deflationary 

e:t':t'eote of at least an equivalent volume of tax collections and purchasee of 

war savings bonds. However, a1nce post-war-delivery payments would repre-

aent a new and additional deflationary force, it ia appropriate to compare 

the prospective volume of payments with the prospective increment 1n tax 

collections and with the prospective increment 1n aalea of war aavinSI bonds. 

Tbe 1noreaee 1n taxes that is expected to result :t'rom the now Revenue Act 

baa been estUated at 7 or 8 billion dollars-a ;year. Conaequentl,r, if our 

aas~tions and oaloulationa 'concernin8 the volume of post~ar-deliver7 pay­

llleDta are correct, their deflationary effects dur1n8 the first 7oar would be 

less than halt as great ae those of the new Revenue Act, and during the eecond 

and third 704r• they would be more than half as great aa the effeote of that 

Act. Since the outbreak 'of war, ealeo .of war aavin8B bonds ehow only a mod· 

eratel,y riein8 trend, after adJustments ue JZde for the shift of previouel,r 

acoUIIIUlated aavin61J . 1hleee caDPuleion 1.8 used, the increase 1n such pur· 

chases can be expected to provide a much 81Zller deflationary force than 

that which would be contributed b;y paymente on post-war-delivery certificates • 
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While the creation of an add.1 t ional doflati0118.Z'7 force ie tho ~:~&Jor 

obJective of tho plan presented here- -and moat characterie+.ico have been d~­

aignod to maximize ita anti-inflationary otfoote••thore vould be a number of 

e1gn1ticant and hishly desirable by-products, Tho moat important. or theae 

appear to be: (11 the etillllllation of bueineae activity and e~opent 1n tho 

poet·var period; (2) the control of de..and for c onsumers• durable gooda vhen 

production 1s resumed; and (3) the preservation of eelline machinery needed 

for rapid poet· var expansion of ciVilian goode prod~ct1on . 

Stim~tion of poet-var b~eineee activity 

Muob etreae baa been laid 1n tho preceding section on the ~rt· 

ance of inducing coneumere to treat poet-var· deli very pa3m0nte ae "epeiii\inall" 

rather than aavinge, Thie question of hov inetal.mont pi1.31Dente for poet·var 

goode vill be treaied 1n consumers • b~dgate has an oq\16.l.ly important bearins 

~n the stimulating otteota of the plan in tho poat-var period. 

Thoro is strong resistance to t ho oxpendit~ of savings. If pq· 

11111nte oa poat· var· dol.1 very cortificates vere looked ~pan excluei vely aa 

ea'l"inggl during the period of accumulation, the exchanse or ~ert1ticatea t or 

gooda vhen production ia reellllllld vould be treated 68 an oxpenditllrO. QQC~~e · 

quentl)-, 1n order to preeerve the balance betveen income and outgo, vhiob ia 

atill JU8t 68 eesent1al to family vell·be1ng as it vas in Poor Riobard'e day, 
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tbe purobuer voul4 tend to out otber ezpeo4itlll:'ft llllktaDtiallJ. taaUr 

theee oiro~ee, the call of prior1t7 mabere in tbe poet-var per1o4 

voul4 b!l like~ to reeult in a relatSn~ llinor and ehort- 11nd ezpuy~Soa of 

oon.ew.r d-d and the ree11lt:tng-'t1JIIul1111 to eilllplo;pment enct bllllinll•• aoth­

it7 woul4 be 1111n1lll1zed. 

The dtuation cbaDeee, hOiteTer, when inlltellllent pe.1JD811t• tor po•t· 

var soode are t.reate ... ae ourrent expenditure•, It each auoh pa;pment 11 

looked ~an u 1101187 spent, the finlll exohanSe of the eertiticate for sooda 

will repreeent 11111'11~ the poetpaned delher7 ot •c.ethins alre8d7 f'1lll1 paid 

tor out ot pre?iollll inocce and there will be no budgetal'J 'l'll&4;11111talllt8 to 

caupeneate tor the i•epend:tng" of the oertif1oate. ~der theBe oirc-tuioM 

the oall:tng of prior1t7 nUIIIbere in the poet-var period vill pou:r out addi- · 

tional plll'OhalliJis power into the marll:ete for OOMUIIIIIrl 1 goode aM Bllr't'iOIIo 

The effort to d1Toroe cortitioate purcliaeee 10 far u poB• 

e1ble from I&Tin88 is therefore directed at the ax1J111zat1011 not CIDli ot the 

detlationar7 efteote of inetal.ment pe.;pmente but allo ot tile •t1ailat.1Ds 

effeote ot post-var delinries. 'l'he et1JIIulat:ln8 effeotl ot the plan 4ar1Ds 

the poet-var period are controlled, and in larSII degree .uured, b7 1tl 41-

flat1onar7 etfeote dur:tng the var period. 'l'o the axtent thet il:lata~ pq­

mente are mot b7 reduo:tng other forlllll of MT:ln8 both the detlat1~ .rfeotl 

dur:tng the. var period and the et1JIIulat:lng effect• dur:ln8 the ·poet-val' per1o4 

will be partia~ 1:1e11tralized. To the extent tbat il:latel •Dt ~te are 

added to not'lllal. MT1nes, purohall:lng po~>er vill be efteotin~ •"' d 
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art the Cllll'2'ellt urlcet aD4 added to tile poet--war IIIU"Icet. 

n. releaee in the poet--war period of purobasiz16 ponr etared up 

1n tbe form ot po8t--var-deliney certitioatee vould have eoonca.1o etteote 

11ailar to tboee ot an equiTalent deficit expenditure b7 the Federal SOT­

In.8!1t, SuppoM the total amount of prepaid inata.lment aa.le~ ehould ai:IOUnt 

to 18 bUllon dollare at the oloee of the war aD4 that priori t7 numbers 
' 

wre oalle4 oftr a period of tvo ,-ears. Even if the net add]. tion 1lo total 

purohuiz16 ponr vere onlJ' tvo-thirde of the faoe Taluo of certificate• 

called, thia vould represent an inJection of 6 billion dollars a year into 

tbe 1l1001De atl'eam. In Tiev of tM ao0\lllllll4tizl6 requirements for nev indue-

trial equi:s-nt, an &Wtional et1111Ulant of this megnituda lllight pron to be 

Rftioient to lcelp the national inoape at a h1gh leftl vithout recourse to 

8Vhll1Wt deficit spendizl6, 

'l'be abilit.y to aToid entirel,-, or to 1111n11111ze, or even to deJ.aT the 

11110111it.y for, aun~nt deficit epen41nS in the poet--var period vithout 

r18ld..tls IJeftl'e contraction ot the national 1no011111 vould be eXHe4.inel7 T&lu· 

able. n. public debt at the end of the war vill be trs.ndoue, and stroDe 

Pl'el1111t'e for balanoills the Federal soTe~nt bu48et can be expected. P'rOIII a 

1001&1 standpoint, &leo, production in response. to consumer demand 18 lilcelJ' 

to be preferable to production in reeponee to expenditures b,- public aaenoiee. 

U in41T1duale Mice the choice, the nation vUl be a88ured ot sett1116 auo4B 

vhioh ite citisen.e vmt, u aun~nt aaenciea 111114t maJat the choioe, the 

"!:7 aasn!tuda ot the tulc ot orsani.r.iz16 quiolcl,- an adequate epen4.1ne pro­

sraa il lill:el,- to' pro4uoe 800411 that are leee aooiall,- ueetul. 
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I f control of de!IIUI4 f or coaai!!!Z'• 1 durablee 

• 

• 

It v ill be noted that the vriter laa &T01414 ezq olaSa t!l&t pt­

ve.r-dolivor:r i:nstalmont ea~ee v iU increue the ~di&te- poet-vv. de.Dd 

far cOM~ 1 durable sooa.-. 'l'ho:r v ill, it "11 trae, create au ...-4 41114 

-eurable lllll'kllt that v ill oertoil.nl.)' be IIUCh le.rsor Oft%' tbll lq nm tb8ll 

it would othervile haTe been. But the prl..Dm7 cOMequenco of a l.u'se baok­

lo6 of prepaid ardor for COMIIIIIIre • durablee will not be an enlarg 1t of 

tho poet-var lllll'ket ~or thoee goode but the proeenation of the ..rkot f or 

goods and lerTicee that v ould otherwise be sacrificed to -t ~ta for 

durablos. 

Rege.rdleu of thl operation of 1117 plan for selling goode for poet­

vlll' del.1TOr)'1 denwnd for c0118111118r8' durable a 11 l1kol)' to exceed product iTo 

CBJ&Cit;r for eOMiderablo periods of tillle attar production ie restored. ::0-

·mnd for .hla'7 ooneumers • durablee 1a more Tolatile than thet for 1111 other 

c.atesor:r at cCllllllmm"e ' eoo411 and senices. If the ..rkllt vBH loft to ita 

own deT1oes, v e voul.d. uo doubt haTs a tremendous and short-lind upsurge at 

denwna , vhich:vould be accCIIIIPfl.llied b;r h18h prices, excoee1n profU:a, 8114 

OTer•IIXJ)IUl81on of fae1l1tioe for production and d1strlblltioll1 followed b;r a 

eeTere drop 1n denwnd vh1ch v ould be aecCIIIIPfl.llied b;r out-tbro&t price ccapeti­

tiCII11 de&lor bankruptc;r, uneazplo)'11181lt, and idle equi~. 

The DBChiner;r for controlling prices will UD4oubtedl:r be ocatinlle4 

into the poet-we.r period. But 1n tha face of hunger for goode tbat hiTI not 

been &'f1L1lable dur1ng tbe var1 & tz i""'!dt"llll)' IIXCHiiTI d-M 1n rel&tiCIIl to 

the illlledi&te •1.WPl7 of IIUCh goode, an4 the Datural. relazatiCIIl at pQblio 

support of price resuJ.atiOilll that vould f ollow thl end of thlvv, it •-
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llli0Hd'DS'7 1111111Dt~ tllet price coatrol a.l.aae 001114 be eftecti'ft. OODtinut.­

t~cm ot a full·fle~d vart111111 raticmins ~ would :PrOY1de the DeOM-.rr 

oc:.~P~t to price control. But political redatance 'to such a progra after 

tile re.taraticm ot productiCIIl ot civiliall sooda vould tm4oubtedlJ be atrons. 
The •78tem ot priorities propoaed here vould provide a feaaible 

eoluticm to tile problelll of preventins chaotic ccnditiODB 1n the lllal'bta tor 

cCII18\mm'8 • durable sooda . It voul.d permit domand to be cloee~ related to 

production, thereb;y preventtns erratic price movements. Production 1teelt 

cOIIl.d be llmited b;y v1thholdtns tbe C6ll ot pr1or1t;y nii!Dbere if this Beamed 

deeirable eitber to prevent exceaaive plant expaneiCIIl or to acoCill!pliah a 

878t.Bt1o plan of srad11&l transition to peaoet111111 production and ~~q~lo7-

.z~t, or to oOilllerve Jateriale more urgent~ needed fr1r other purpoeee. 

The BJite:m of prir1r1tiee vould amount in eaeence to a poet•var 

raticmins plan. But eUs1b1l1t;y, under th1e form of rationins, v ollld bave 

to be Ml'D04 b;y !'ore"eisht and aelt-denial durins the period of the var . Th1a 

1a o=tainl7 &IOh .ore equitable and vould bave IIIIlCh more read;y euppart freD 

tbe pllhl.tc tban a IJitea vhioh voul.d g1 ve thoee 1n certain oco11patiODI 

sreater rishta tban other cit1zene. 

Preeervation of •lee Jaehinerz 

The atoppeee ot product1cm ot allt<DObilee, retr18eratare, vaahins 

..ahinee and man;y otbar CCII18Den • durable ~ threatene the a1atence of 

a large nu.ller ot bllaineee enterpr11ee tbat have been ensaeed 1n the retail 

4iatr1bllt1cm of thoee ~. lllatalment eelltns for poet-var delinr;y vOIIld 
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prOTide s~ _.ure of ourrentr rellot to tbeae agencies and v ouJ.d, b;r pro­

Tidin8 uaetuJ. v orll:, preserve at leaat a elalllllton eales- end finaDcin8 etrucA 

tura upon vhich to build tho post-var expansion of distribution. 

The tuJ.l impllot of prodllction stopNea upon ealee and t1nancin8 

agencies haB not ;ret bean f elt. Instalment ~nta on preTioua aalea of 

cone\lDI!lt's ' durable goode are sti ll bsill{t mde to llalaa finance aaenc1ea. 

Thoro 1s still a trickle of nev car sales under t he automobile rationing pro-

gram e.nd a eubstantiel, though daolining1 volume of used oar and service 

' 
sales to sustain automobile dee.lere. Increased profit :margine both on nov 

car and used oar sales have tended partiall;r t o offset the decline in th-

total volume of sales. For Jll&n1 other t;rpee of consumers' durable good a 

vhoee production baa been stopped, retail inventories bave not ;ret been ex-

Nevertheleao, the machinery for ssll1n8 and finanoing consumers' 

durable goode is !'llpidly disintegrating. Already 1 meny dealers have gone o l 

of buoinass, some voluntarily, ot hers aa the result of banll:rupto;r and ocroul· 

aoey l iquidation. Man;r eales finanoe cCII!paniea bave cOIII.I!letaly liquidated, 

and others bave eeverely out the number of their branch officee. The prooes • 

of dio1ntegratian v ill continue and aooolerate unJ~sa other uae oan be made 

of these fac1littea. 

The micfortunea of these enterPrises represent, in a aenee, the 

hazarda of var, vhioh are never equitably distributed. llevertheleaa, the 

public at large baa interest& of w o lcinds in their uitticultiea • In the • 
tirot place, it has been the policy of all nati ons to prevent ~ one class 

- }1 -
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at o1t.1.&eb8 flooll bear!DS an ~oaabl.T lArse ehare at t.M 'barc1eD ·at w.z.. 
In t.~ aeo01!4 .P.lace, it l e clelrira'ble to FfterTe at. leut. • 1'114~ 

ealee and t~ et.ruotul'e u a nuoleua fer poet-war expaDaiCil. 

~ 

CODSreee bu alread7 giftll ertdaaoe of 1t.e deeire to .... the b~deoa 

:l.mpoeed upon aut<DOobile dealere b7 the var. Tile MIJrraT-Patmm Act, a pro­

duct at the dellber&tiona bt tbe Senate anA .Houee Slllllll l!ue l~•• C~t-

t.eea, ocatairul eeveral features vhicb. ca. cloee to an.·outr18ht. euba141 to 

dealer a ill rationed goode. But ·wllile aubaid1ea an4 otber tJPII of bene:tite 

my help 1nd1v;1dual bueineee 1111mo the;y will not. prevent the dieint.egroatioo 

ot the 111&0hirul1'7 tor aellins an4 finalloins o0111u.re' durable 8<)048:. The 

onl7 va;y to pl'eaerve thie JDaOhiner;y is to give it. vorlt to do. 

Ineia.lmlmt.· selling tor poet.-var del1v81'7 x:a-avidea the appartunit, 

tor vorlt thet 1a both ueetul to the nation end re&aCillblT pl'Ofit.able to eeU· 

1ng and f1nancing agencies vhoaa bueillasa bee been d18l"IIPt.ed b;y the et.oppage 

ot oone~ra' durable goode p;roduotion. F6rtlmltal.J", the plan tnvolvea 

kinde at vorlt that do not. require able-bodied IIIJlpover oeeded elawbere. 

The aalea J ob oen re&d11J" be bandled b;y 111811 v1lo are be;vond the 1188 tor m1l1• 

tar;y aervtoe ·and vllo have no aptitude fer production .or b7 •n·vho are 

Jlb¥a1o•l17 hllzljlloepped. Tile vorlt ot receiving, 'recording, &114 awUttDB oan 

vall be 4oDe b7 vc:.en. 

• 

• 
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It eoaroe],y naeda to be said that tba ueetullleee ot inat.Jwnt BBll-

1ng tor poet-war dali?er:T 1n reduc1n8 tba 1utlati01l111'7 preeBUl'B do .. not - . 
guarantee its pl"aotioab1li~. HOWB'nlr dazleeroua tba prowpeot ot illtlatiOD 

tor the nation aa ~whole, one cannot expect DISilT indirtdllale to aot "6"inet 

their awn 88lt-1n~et to turther so 1ntqtble an ob,leoU?e a. tba 111111nten­

ano3 of ·stable pricee, For eltai!IPle, e?er:TOM would o~da that h~ 

taxes 81'8 DBOOSBIU')' to ccabat 1Jltlation1 ;rot IIIOIIt indirtdua:l.B will etrussle 

to minimi&e their awn taxes aDd it is neooaear)' to eupport tax le61elat10D 

vi th an elaborate ayetem of a.udi t and c :JOIIPUleioo, 

l!ecauee ?Ollmter,- action is contemplated, 4UlT plan tor BB111n8 

tuturee must re],y U}lon strone 1ndirtdual incentive• 1t it is to work OD a 

ea.tieta.ctor:r scale, Tho condi tiona muat be such that consumers will vent t<. 

Resistance to th!!t eaJ.e ot tuturea 

It haa been argued by sCIIIB t!la.t. ~ plm ot inc+..a.lment 110llizla fCI!' 

-poet-war d811'nlr:T 1e bound to fa.1l throush the unvilltneneee of ooneumere to 

buy gooda that 81'8 not yet 1n exiotence and therefore cannot be displqe:1 ar 

cl.emmetrated, Let us eum1ne the 11111rite of this argument. 

T.be history of merchandistne ie tull of illustrations of aelee of 

good8 vh1oh tba purcbaeor haa not seen. Tho mail order hOUMa ha?e distrib­

uted ~ndoue quantities of goode end haTe prosreali?e],y inoNued tba1r 
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.-. c4 tilt _.bt Ill!. tilt 'bu1e c4 oateJ.cc~»• vbioh gift pho~, 

.at.c~me, w: _.. ___,_ 5ulll'1pt1~ c4 -tm arttoJ.ee otte~4. tqr- ea.l.e. llt­

Jiill twat nar.e a .,.aSelv uap. ..- a ~a.r.'ble propartlon f:4 tbou­
llll.e• 1n l'ellpCIDII to 111leplllaal W: mail ~ 'bull!. Ill!. IWWiip6per or halldb1U 
cSeiGl"ipt1~ or .atobe11. Bow111, clo0perat1w ~t1, aJid. boata haTe 

'lllll.s 'been 1014 trca ~teotat plmeJ aDd Oll8 eoeroe~ 1:r:91ota to - an 
oil 'burDer, wtcaat1o etolter err ~ air--ollii.Ut1cn1D8 BTitem' dsa01111trated 
or 4.11Pla.7w4 Ill!. tilt pnai11a ot tb8 heatizls ollll.tre.ctor vhO eelle tbem. 

It oan proper~ be llrf!UIId that tb8 oharaotor1et1oe and partonDIIIICe 
c4 tllt11 aoo4l are vell-lr:Dqvn to 'blq'er• e-.&n 1t tb!IT d.o DOt aee tbam 'before 
w!r1ng otlle1r pu:rohalla. ~t till ~ v1ll certainlJ- Dot be ~ a p1a-
1Jl • ..,pob vt.n 118 ~ta hilullt to tb8 purohalle ot an autcm.o'bile, a refria­
_tor, a ptaDo, or 1111 o11-bumlr. · 'D:e uaetulmse end teobDical partormanoe 
ot tbe11 ~ ha'YI lq been Aerem~trawd. The ooai.-r la!.ove that 118 v1ll 
DMd llldh article• 1D t1l8 poet-~ period, Re also lalc:we that Ohe'n'Olet, lard, 
P~~. d otlllr Cl.~'b1le .ezmtaoturere v111 me1a1 soo4 lov-pr1ced oera, 
1111d that .h'1g1daire, ~ral llleot1ro, lrelvinator, Berftl, Weet1Jl8houee, 8114 

ot1l8r ~tuzw• v1ll llllke IJOOd reb-igel'atore, 'OD4er ~ plan propoo11d tare 
118 vvald be tree to ohoOII llllOII6 ft%'10118 lllllbe lm4 modele at t1l8 time ot Cel1T-

TeohDolOSioal ad'flmOie SJld•-d bT tb8 var can be e:q~eoted to oballge 
~'bltllllt1alJ.T tJie Ollll.ltruoticm aJid. 4eeign ot most OOllllU:IIel'e' durable soode• 
JID.t till 001 er ---. that tbell cSenl.otDmta ebould mNe poet-var sood• _.. 
Seelra'bl.e tblll _..,..,.* 410041. '~!!&no tutaa otro~D~ta!loee t111 SoDeb1Uv ot 
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74 
J~SAutacturera ' t.o 4eecribe preoiee)J' their pvet-var 'Jiro4uct _,be an a81et 

rather tbaD a baDcS*P to pr'GIOtiODal eftort.e. I~ prn1111te both a cbal.lellee 

en4 en owortunitr to the aonertiB·ills proteuion. Oolortul abt.ohee 1D4ioat­

ill8 prosreae tn the illlpro't' 11 ant ot 4ae18D en4 perfoJwnce coul4 be uaeci t.o 

attrao~ t!!e cone-•e intereat and to whet hie appetite tor the nav soode. 

Color plaat1:ce, light 11111tale, en4 tuno1lional design otter eDOriiOU8 potentia­

Utiea tor appeal t.o the •TO• 

·There ill nothills eaeentia~ no,.el 1il the id&a ot acc\lllllllatills tunds 

tor the purcbaae ot goode b7 1Dstallllllnt 'PI1JIIODt8 in adYanCe or deliYer;r. 

E:ralq)l01 ot :!Mtallllllat bu;riJis tor deterred 4el1YerJ can be toun4 both here an4 

abroa4. ·w.tr1~ '\!lese exemp1ee' ere tar frOID cc)nolua1Ye, the;r proYide no eYi· 

4ence t.o 1n4ioate tbat there would l:ie aD7 coneiderable reiliatance b7 cCII.Iw.ra 

to poat-var-U1int'7 purchaaee. 

The mo11t comparable example iii the eale ot the Vollarvasen or pe~le ' a 

car in Genllllll7. The IIIOtiTee ~mderl71Jis the orig1Del plan, which reeult.e4 tree 

an or4er ot Ri,'tler in the epring ot 19:57, are obecure; but it ••- probable 

that ita purpoaiNI were: (1) t.o create a autticientl7 large 111arbt to permit 

the 111Ulu1'acture ot a ~~~~~all pleaeure aar at a price the Cer-.n world.ng cl&laea 

coul4 .attor.d to pa;r, (2) to create a government-ovne4 tactor7 that' voul4 be 

uaetul tor the production ot militar;r equi}IDIInt, (:5) to create a at.oclt ot 

c1Y111an autclllob1lee vhich coul4 be ueed tor m1l1tar;r purpoaea, an4 (4) to 

gain po»ular aupport tor large expenditures tor bigbva;re inten4e4 for' m111• 

tar;r uae. 

The detail& ot the plan did not begin to 11111111'88 until Auguat 19:58, 

when it ve.a anno\1114ed tbat the price ot the car would be 990 lll&rkl--the 
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equiftlellt of abollt .,~()0-·pqUl.e 1n Wlkl7 1net&lMDte of ' -.rb Cl' 

mu.lt1plee t~~ereot. Collel't1Clllll1 whiob atertad 1n Sept.'ber, _.. Mdll ~ 

tiM IA)ar J'1-cDt, Later tiM pr1o. vu iJ:Iol'eued to 12-'<) -.rb to OOftl' lia)U. 

1t;;r, tift, 11114 tmtt 1nilw- tar tiM t1rat two 1Hft• 11114 lhippiJIS obc':~t•• 

A 1.lll'p -plmt, oalled the To~ Warb, Y1th a town to llclll8a 1te wwuu, 

vu 'IN1lt mill' Brull8v1ok. ~t1ao wu aobedU.led at 100,000 oar• 1n 1911o, 

200,000 1n 1941, an4 ~.ooo 1n 1942. 

While tbe ar1g1nel prosra appeare to haw oaotemplated 4el1WJ7 of 

&l.ltc.:l'b1lee 'betare inat.elMI\t ~ta were CX~~~Pleted, tbe .. ta1le4 plm Mde 

it olelll' tmt 110 oar YOIIld 'be .S.l1ftred ~&tU tiM purollue pr1o. liA4 'bHrt 

tlll.l.7 paid. ~- .,...ta that liD a441t1caal 110t1ft••to 41ftri pmoobuiJIS 

ponr trc:a :tba ~bt-·bad 1n tiM -u. 'beeza Adaed to the .esrl1er oaee. It 

• 

1e eftll ocmoe1ftble that tbe Filllar7 purpoeee trc:a tbe start 1M7 haw .'baeD to • 

t~ tbe pro&lctiCIIl ot ~ta aZI4 tic> h14e fTaa tbe O\lte14e vorld tbe 

areat1011 of m a441t1CIIl&l ~Dt pl.emt. Althoush IIOdela were llhc:lwD at tbe 

In~t1CIII&l Autc.:l'b1le Sbov 1n Berlin 1n 19}9 11114 later 1n ftl'iou. ~·• 

tllou8h thouasde at 'blqare bad paid tbe tul1 p\ll'Obaee prioe. 

B;r Jul7 19}9, 10 -tlttl atter tbe plan 'beo- attaot1w, 25},000 J!lll"" 

obft"%'8 bad paid 1n 110 Jl1ll1CII\ mal'Q f1881Mt tiM future 4el1ft1'7 of Oftno Jo 

1at.r f161zre• haft 'bHil pu.'bl1ebe4. Followizls tbe a.tllreak at wer 1n eep• err, 
~ werelll'p4 to oont~ tbe1r pap~Dta 11114 it wae -~that tile 

Tolli:w a D plant bad 'bllll oOiit8I"tAd to wer pzvduottcm. 

• 
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,. .Uthollsb tbe 1111aber ot iMtalMDt ~e vu nlMtiftq ..u, 

,. 

1t abo\114 be x r'beftll. that lllltalob1lee 11ft CIIIDtd OIIJT liT tile WMltbT 

Glasees in~. hv ..aQ8 tbe VOl'kizls olueee II:Dw bolt to 4zoift a O&Z", 

and vor~' haDes lacked taoilttt .. tor etorizls ca. ~,, tile f.D­

GCIIII' <1t Oll'lllllll VOl'keJ;e Vlft 80 lov that · - tbe N l.at1ftq illlall S..fl!'-t 

~ta np:rellllted a eubet.Clttal aaorutca.:/ 

'rbere haft aleo been IIDIIIPllls or inlltalment purobe.IIU tor a.t~ 

dll1l'81'7 in this oountrr. tq.o·IMI1 plerul, b;r vhich instalment ~t.t 1ft 

made 1n adTIIIIOe ot U. d8l1Te1'7 ot llllrolwl41ee, baft been o._,.o) 1n -v- ftelde 

of merohomHsq, notabq clothiJie. Chrit~maa aaTiiJ8e pl..BM, tho -se ot 

vhioh VIlli l'illli ted anl.T b7 the> lov ;rielde on short- term 1Dfts12Dente, vwe 1n 

Nali tr IIIOAD.I 'of IIOCUIIIIll:e.tine tbe prioe ot Cbrtsbliall ezpendi turee b7 adT~mCB 

mete~ ~ta. Ill tbe antaDob1le field, tlle Oeileral Motan ~ti<m 

experimented vt th a pre·~t plan 1n 19'.l5 and 1926. lll order ·to enoourap 

a oont1w•'ns nlat1anab1p vtth tlle Che-.rolet doalel' vho oold b1a a car, the 

purchaeer VIlli IDC01Jl'll8ed to ao<nllllllato ~nto tor a D8V car 1114 a dtiCOUilt 

on eerrtoo billa vu Cftditod to bie D8V•oar t'lmd. 

UJ;;r-~ plane haft 118ftr been ueed an a large 110&11 and tbe 

Che-.rolet ezperimeut produoed a nlat1'1"1q -u mabel' ot pnpaid &alee. 

But tbe. ai6D1f1cat tact 11 that tlle7 lbould haft wo-dld at all \lll48r the 

]) The vri tor 111 !nd.ebted to tbe BIIIIIC'Cb ProJect QD SOOial 11Z14 yocwwso 

CObbolD iJI a.~ Ul4 ~eta, UD&Irtalr:en b7 the Ora41latll houl.t;r ot 
Political 11Z14 Social Soienoe, lt8v York, and e~p~oiall7 to Ir. ~lit 
llmnburger, tor tile 1Jxt'on~at1QD Clll vbieh tbe• o• ata em the Tolkft216111 

'"'"baaed. 
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o1roUIII.8taDcell ot tbo1r uae, 'l'boee acbemoa ba4 to oC~~~q>Bte vith offare or 

ide• tioal goode 011. tbo ullllal 1.n8talmant tomB, end it 111 little wonder that 

moat o01l811111era preferred to enJo;y the meroluWL1ea while tha;y vera pqtns tor 

it. 

u tbo goode ortarad tor llale under the poat•war•deli'nlr,' plan *J.d 

be purohaead tor imDodiate del1'nll7 OD the ullllal 1.n8te.lx!lent credit teru, a 

'nl%'7 11m! ted TOlume ot sale a could bo oontidentl;y predicted, :But the present 

situation is caDpletel;y dttterent :fran that under which de1'arred-del1'nlr;y ir· 

atalmant se.lae he.'nl boon offered pre'V'iousl;y, Tba goode subJect to sale to.• 

poet-wr deli ""17 would bo thoso which are no loneer avaUe.blo tor ou:rrant 

delinr;y 011. tmJ terms, Under these oircum.BtaDcee deterred-del1""17 1n.etel.-:;. ~t 

llalee need not cCDpete vith current-delinr;y 1.n8tallllllnt llalee ot the aae 

goode . '!!be cml;y C<:q)lltition would be with 1norae.eed quentitiea ot other t,n>rs 

• 

ot goode which remain 1n the market, Tbis ie a competition 1n which 1M tel· • 

ment sales t ar poet-war del1V'er;y oen readily O<WI out on top 1t adequate 1n­

cent1ns arc otrered, 

Ap;>eal ot priori tie a 

B;y tar the. moat 1lllportant ot the. two adYanteees that would be otreft 

to ~he.eera ot poat~war-dl!liver;y certi1'1oatea ia tho prior claim to tho 

poet-war product, B;y Tirtue or the. stoppage or civilian production ot maJor 

t;;nlea ot o01l811111ere• durable goode, a baokloe or potential d..,and ia rapidl1 

balDs bunt Up, Tbe loager the war le.ete the larger vtll be th1a pent-Ill' 

4-nd Besides, attor the cODcluaiOD or the war it vtll take t ime to gat 
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6 into prochlot.icm eee1 n . Milliona of' people v1U vant a zun; autc.oblle ar 

retrtaeratar ar oil-burner u quioklJ' u poeeible dotter the oooolue1cm 

of the var, But liiAil1 vill baTe to va1 t , 

l (f 

In t.bo autcaob1le field, for inlltance, at leaet 2, , 1111ll1cm oare 

voul~ 'be Junked eaob :year lllld th1e rate 1a llkel,y to 'be increaeed ':>T 

-- . 
gasolll'le and t ire rationing, ll1 tbe oloae r>f 1943, thn replacement demane. 

e1ooe could be expected to equal tbe numbar of =o produced dur1ng tho ":Nat 

prertows autanob1le l'OBr. But eTen 1t tbe var enddd then, it vould. t.a> 

months to reeetabl1ob production lines for pnsaeng'r outauob1leo. Tho psl•J cx.i. 

of tre:o.eition to peace- time production bas been estimated a t roll8bJ.T four 

monthe 1t 1942 modele are repeated. ond at lee..et eight months 1t tho poet-\ICr 

automobile ie to be redee18Ded. It is appcrent therefore tho.t, eTen if the 

var is ot relat1nl,y abort duration, the il:mediete replacement 4nand f ar 

automobile& is l1kol;r to exceed a full year' 11 production. To the 't"<lplaoemen. 

aema7'd IIIUSt be added the inTentoey requir,emlenta or dealers for displ~~~r ~llt. 

c!emonetratian purposes end the dt.r.and traa those vbo vill want a esr or an 

• 

e.dd1t1anol car for tbe firet time. Thia means tt-at aane people who ..,ould like 

to _bllT a oar pra~~ptl;r af'ter the conolWJion of the var will baTe to vait t or 

montbo- and per~:¥~Pe !or :yeare 1t tbe var 1e lone. 

In 't'1!1r71ne degrees , tbe 88IDII tb1ng is likel;r to be tnle of liWI;t' 

otllex- tJpell of -re• cblrable soode. 

It a prior ola1:m to poet-war :prod.Uot1an 1e g1Ten to inlltalment b\qera 

of "tuturee1 " eecb suoh eaJ.e vould still ful'tber poetpane the date of del1Tery 

for tboae vbO ta1led to make BUch purobaeee. Aa the maber at inllte.laent 
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purohMere i.norMIIee, the hopes of vell-este.bliebed Cluatc.Brs tor Pl'eferen. • 

tie.l tree.t.mt trca their dee.lere vi.ll die.e.ppee.r, and their ~ .~ ot 

prampt deliv~ vill be to enter inBte.llllent purolmee ccn~ts tbaeel"'· 

All the ve.r soee Cia, the VMI'in6 out of autaDobilee and houaohold lt.PPliaDcee 

vill e.leo ~1 pe.rt1eipe.t1cn in the plan. When these SOOd8 are no 1oz1ger 

eenicee.ble, it vill be bro\l8ht home to the conaumer hO!f ilzlporte.nt the:y are 

in hia l.Ue and b.cv desirable it vould be to replace them ao soon u poea1ble, 

The price discount e.s e.n incentive 

The otter of e. price discount vould probe.b)J be e. less powerfUl 

1ncent1n than e. pr1orit:y to paet-var production. Nevertheless, it should add 

eubete.nt1e.ll;y to the appeal of the plan. Eve:~:y individual nat urally tries tc 

~t the JDOst f or his lliCirul:y, and the etrcme selee e.ppea1 ot e. be.rSI'-in price 1a 

v ell-llnawn to the merchandie1n8 profession. The otter ot e. discount fran the • 

ste.nde.rd price for poet-ve.r-deliver:y purchases v ould permit "futures" to cca· 

l!llte more ettectivel,y v ith present geode for the cODBU~~er's dolle.r. 

Moreover, e. price discount is tull;y Justified by the circumetances. 

On one hand, since mone:y OOIIIII8Jlds a rental, the person vho pe:rs tor hie soocls 
in adftnee ot deli'rer:y should, in the interest ot ~quit:y, obte.in e. JD"ice adnn· 

teae over the 11ereon vho pe.:ye at the tilDe of deliver:y. On the other hand, tbe 

creation of a le.rge backlos of prepaid orders for consumers ' durable goode ill 

epecific price classes v1ll permit economies in production and dietribution 

vhiob should be shared with the purcballer vho he!pa to create them. 

'!'be e.llovance of a discount trca the po4t-var price rather than an 
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ff interest rate i a desirable for a number of raaaona, Firat, it vould e111Dinate 

expenei·.re interest oe.loulatione. Seco:ld, it vould en::auruae praapt uae of 

certificates to obtain deliveey of goods after +.Jieir priority n111$ers ha1'0 

bean called, Third, it vould more clearl,y ident1fJ' tl:D 1r.st.almt\nt trcuw..o~ 

t1on v1tll the purcbaoe of morch~dbe, The de1ivo:-:r of en ir..t~reet-bee.rSl.(' 

certificate vould certainl,y induce a m.uc!l h~r eta~ ot oan:.>etiti?n 11!.\;t 

ot.'ler forma of saving, 

,. 

Discounts tram standard retail prices have teen e=nl,7 offered by 

dealers in autcmobilea end other ccnau:nera ' dura-:,lo goode, ei thor 1n the form 

of a reduced price or en exoeaB1 \"II t:-s.de-1':1 e.llo-.-II!We, Co:lsequent}J", on1J' a 

ralativel,y substantial price-discount vould bo oouaid.ared a1.gn1t1cant by 

poet-var•deUveey purchasers. It is reccmunded that the discount from the 

established purchase price should approximate 10 percent. This oen b3at be 

aooampliebed by g1 v11l8 the post·va.r-del1 very oort11'1oate a merohend1ss value 

1~ greater than the amount paid in by the purchaser, 

The amount of the discount for post-war-delivery purchallee should be 

reconsidered from timo to tillle in relation to the prospec·.;ive period of defer· 

ment of dellveey, For j,nstance, the disoO'.~t mleM be reduced prosraPsiveJ.,y 

at six-month intervale, unless so many certificates had been sold that the 

delay 1n deliveey after the var promised to offset the approa.oh to the end of 

host111t1es, 

The price discount for poat-var-del1veey y.u-ohesaa vould be made up 

vhen the goods vere delivered by the saor1tioe of part of the usual gross prctit 
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margin on the part of the dealer who delivers the goods end by a rebete • 
to that dealer on the part of the Denutecturer whose aocde are delivered. 1, 

the lic;ht of tho relative benefits tllut ""uld scorue to dealers and to 1:'8.!1\•· 

facturers under the plan, a 10 percent price differential mi(lht be divi~ed h 

the proportion of 7 to the dealer ..-ho delivera t he goode a.,d 3 to the menu­

facturer whose goods are delivered . 

Since commiaeiono paid out for t he aa lo of certificates an1· for h• 

collection and record1ng of pay:te:ltl! would be covered by tho Treasury -,a~ 

for the uae of tho purchaser • s money duriJ!8 tho period prior to the dolho. ·· 

of tho goods, tho purchaser ~·ho maeto his pt:.ymllnts prOlllptly could be B\l&I'M­

teed the return of the full amount paid after his pri ority n~bar has been 

celled 1t be should prefer to take cash instead of goods. The C!Uih vithdrc' ,1 

right would probebl;y never be exercised because at that point it wonld bo pOt 1 
sible to sell the certificate-- undoubtedly at a profit. But tho guars., too o. 

the return ot tho amount paid in after priority nu:::bers had been cal:ed ·•o· 

undoubtedly ba a valuable sell1ng point. 

Cash withdrawals should also be permitted before tho complet ion ot 

payment& and before the purchaser ' s priority r..U!tber has l.>e'ln called. li~\t accb 

w1thdrawale would be penalized by the loss of tbe conmissione paid out f or 

sales and collections. 

Incentives for prompt payment 

Prompt payment of instalment accounts should be encouraged by pel\4· 

11z1ng delinquencies. Two types of pennltiso are readi ly available : the 
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•• 

doforment of the prio:rit;y to which the purc~eer would otherviee be entitled 
l I • 

and a deoreaae 1n the prioe-dieoount allowed tor ad~e payment. 

The dof'erment or priorities 1n ()8.888 of delinqueno:r 1a 1lllportant not 

~ a.e a ~ of' enoouraa1n8 prcmpt payment 1n ordar to m1n1mbe ool.l.ect1on 

costa, but also aa the 11eans or aesur1n8 equitable treatment of purc•ere. 

If there w~ no auon peaalt;y and 11' priorities were a.eeiBDed aole:IJ' on the 

bc.s1e o':t' the elate of the instal..nK.nt purcnaae contract, it wnuld be poeaible 

for the purchaser to set a lev pr1orit;y number b;y makin8 an twmediate aown­

pe.,ment and de:t'aultin8 on all subsequent payments. '!'nls would sin btm an 

unfair advantage over thoea who meet tba1r oaJDitmente. It 1a on ioue}J' deair­

able that the deftm1181lt of priorities be progressive--the greater the degroe 

of dolinquano;y, the greater the daferment of priorit;r- -and that the eohedule 

Of deferment be SO arransea that the purchaser would benefit b;y waiting unti l 

he could meet hia instalment payments rather than b;y ent->rin8 a contract on 

which he would be unable to perf'orm. 

Stmilarl;y, the reduction of the price-discount 1n caeea of delin­

queno;y ie important not onl;y to stimulate prOillpt payment but a leo to ooarpenea "­

for the additional expense or follow1n8 up del1nqueno1oe and for tho ehorto1· 

period of time for which tho 1.tl1 ted States Treaaur;y would have the uee of the 

purcba.eer 1 e l!JDru!J'f• It would obviouel;y be unfair to penlli t the puroba.eer who 

mde an initial dovn-p&'11118nt and defaulted on later peymente to bu;y goode at 

the - price-discount aa the purchaear who made hie p&J'III8Dte according to 

schedule, Like the defer=ent of priorities, the decrease 1n the price die­

count should be relaU?d to the degree of del1Dqueno7, and the schedule of 
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delillquent ohazost• •bcN14 be 10 e4Jutli4 that it 1I'OIIl.4 pq to poe ... --- • 
1118 an 1J18t.l-t o<mtzoeot lllltU pq t. ~4 be ..t ~~ 

DlllblqUIIIlCT oaul4 be oaloulate4 110.t ett1o1et1J 1t all ~ 
wre pqabl.e aD the t1r1t cYt eaoh -th. !DnTer, 1n Clll'6t:r to JllwiUGt JMk 
1.oea. tar- oolleotiao 8811Jl0ill1 cble-4atee tar- 1n41'1'1chlal. -trwott .,.,..u 11e 
eolle4W.e4 tar tbt tenth, Wntilth ar th11'tteth t¥r eaoh -til. to .Ut till oc:o. 
Tenienoe r1t the JIIIZOOhuer. :Bach -th lhoul4 be treated u ha'f'1Jic U11zoV 
4aTe tar- pW:'pOIII r1f oaloulat-1118 del~. '1'1111 \1.11 ot Z'OUII6I4. ~ 4atee 
vaul4 et1ll lea'te a 'f'IIIT aiJI;ple oal.oulat1ao-, vhioh olerb OOQl4 IOOil CICIIIiPIIte 
11114 111110k .nth srwat 1pe14. 

1'llrollue:rl ll16bt be allowed & &I~ ot 99 ~lilt aq. Yitbout 
peel.t.J• 011 a twwzlt.J-pqMUt o<mtzoeot, th1e vwl.4 l'tJI'W-t a &-5# .,_ 
period r1f ' 4a;re far- eao.h ~t, lluoh a au-- vaul4 oc..--• tar 
~t 4ate• that vou14. tall cn Auadqe 11114 holi4a;re 11114 allow - :r .. ~._ble 
~ tar- tbt 1'901i.Pt r1t -.tled JIIIPIIZlt., tar- 4el.a;re 4De to tl.l.Qtu, ·~· It 

• 
be entitled bT T1rtue ot the 4ate ot n11e:r1J18 a inlt&lment JIQl'Ollaa o<mtreot 
be 1Bol'eaeed bT - tar eaoh a441t1011al. tiro l:iuzl4red 41~ ~ rot 4a.T•• 
ar- t'raot1cn tllezowrlf, 11114 that de~ ohlzosH be OCIIIP\lted at o.~ ot the 
oaah ftllll at tbt OC'titioate tar- eaoh a441t1011al cae 1am11:re4 dl~t JliiT" 
ment dqll, ar. tzo&otiao tbtreot. 

D111.1Dque1107 ohazop• lhould be OCIIqlllted 8114 ooU.eoted &t'tlllr all 
e('"""n1K ~t. haft been met. 8Slloe it 11 a obJeot1'ft ot tbt pl.& to 
1JI81lZ'W ~ period1~ ~t. out r1f ~. 110 o"''pplmNt1J18 CII'W41t lbOU].d 
be alloww4 ~CII' ~t ot frliT ~t.. 
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~t achechllea 

~t eobe4ulea ehould be 4eetane4 to pro4uoe u 1.arae l)fl,ymente 

ae poedble without creatiJIB axoeaaift ealee rell11tanoe 11114 vitbout pe~~al1z-

1Dg too eeyereJ.T thoee v1tb low 1110a11ee. 

1W C(lll81a.r&t1ooe point to the 4ee1rab111t;T ot hi6h ~t require.­

mente. ~ f1rat 11 the ooet ot co~ction. Most coat e~te "11Z'7 Y1 tb . the 

Jllllllbor of 1tema balldlo4 ratbor tban v1th the mlllhr of 4ollare collected. 

Tb1e JJINZIB that the J.a.rser 11114 fever the p~t11 the lOVBr the total collec­

tion coet. ~ eeoond 11 the 4eflat10llal'7 otfoot: the weer the P~Q~D~~nts, 

the larser tbe 41"n~rdOD of pu:rchaei%18 power haa a giftD inca.. 

It ~· obrtows, bove"ter, that oxcoeliYe ~t re~te could 

defeat the eOODCDio obJect1fte of the plan. terse sroiiPB of poWilti&l pur­

chaeere vou.ld be el11111Dated trCJll part1c1pet1011 bT fix1Jis 4ovD-~te 11114 

inet.almente at f18Ure• that are beyond tboir roach. C011811quentJ.T, eftn thOliP.'l 

tho flov of f'uiS48 trCJll tboee vbo could meet the required ~te lliaht be 

speode4 up, the total doflat1CID8%7 etfeote of the plan voul4 be llllbetantiallT 

roduoed by tho redllot1011 U. UJe l'Ol- of oertifloete ealea. 

Be10fDd this there are aoo1al obJoct1ou to o:meaeift pe,ymente, 

booe~uao the pr1ar1 tT 11711tem voul4 operate to deD,T FCIIIPt deUre%'7 of SOod.l in 

tho poet-var period to thoee vho vere finlln01all.T \lllable to-t the ~te. 

'1'111 exolua1on of ~~~ proepeot1ft p1,11"0h$Hrl 1a UDaft14allle. Bten tbou8h tile 

:pa.J~~anta vere · oxooe41%181T lov, •~ per11ou vbo voul~ ·li.kB to purouae poat­

Ym'-dol1'"'Z7 oert1t1oatel voul4 be unable to 4o 10 b7 nrtue of their liO'"rtT· 

But theeo por10111 vou14 be equall.T unable to blq auoh SOod.l in aD ab.olutel.T 
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me marbt, It should be a prime obJeotiYe in fixing post-var-deJ.1ve17 pq­

lllllnte not to inoreaao tile 41t'f1oult1es of lov-incane olasees in acquiring 0 

~r•' durable 8Q04.1. This means, 1n effect, that the tonne of fered for 

post.-var-d.ellYe%7 eale should not te l:!'J~h more e';l ! l'lgent than those vhicb 

lloul4 nonnall,y be offered 1n a !rae marke ~ , 

In tho normal instalment sales t.raneect1on, particularly l'or auto­

mobiles, O.ovn-pa;ymente are f ixed relet1 vely hish in order to cover tl1e 1nJt1~~.o. 

dopreclatian vhich ocourG vhen tbe goods beoc:lle "used, " In ectual pre.o•tcc 

hoveYer, autcaobile dolln-peymente are generaJ.ly covered by trade-in allovancea, 

A large dovn·pa;rment for post-var-dollverr oalee !B not on:y unneoeuar.~, lr~t. 

undesirable because it vould create additioDAl eaJ.ss reslatance, Tbe dovn-
• 

pa;yment ahould be euob that proll]lectlve puroha11ere vould be 11!'"1:' to hav •!1, 1 
IIUID in their pook:>te at the time they s.re approached by ec' 11Jmen, Ott• 

reaaona for keeping the 4ovn·pa,r.lent ~r.odoet 11111 be d1eol!1eed 1n the wcoe• 

1ng eeet1on. 

Iru!taJ.JIIIInt pa,JUnte ehau..ld be ll!Ore substant ial than dovn·pa.roent•. 

<Coe tho purcbaser has made a dovn-~nt he oan be expected to adjust h1~ 

buQ.set to mee t a more eube~tial aum out of hie next pay-cheok. Thbee read­

JWJU.nta of expenditures are, . 1n fact, the key tc. the deflationaey effects of 

poe~d.el1Yel7 purchuee • 

.. 
nJe f olloving l)a1ment schedule 111 proposed as one vhich vould JOAin­

tein a eatiefaoto%7 baleJloe between theee Yarioue conflicting obJect iYeB: 
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Meroh4d1ae Caah Value 
value ot Certi f icate ot Certificate 

• · 110 
1~ 
220 
330 
44o ,0 
770 

1,100 
1,540 
2,200 

$100 
150 
200 
300 
4oo 
500 
700 

1, 000 
1,400 
2,000 

- 117 -

Dovn 
Pymont 

$3 
4 
5 
6 
7 
8 
9 t:.o 

11 
12 

80 . 

Installaent 
Pa;rment 

1@ $9 ; 
10 8 $11 
13 8 $14; 
6 @ $19: 

15 s $22; 
12@ $25; 
19@ $33; 
22@ $45 
9 @ $61; 

20 8 $83; 

11 8 $8 
3 8 $12 
1 s il3 10 8 18 
3 @ 21 
8@ $24 
2 " $32 

14 8 $60 
4 IJ $82 

• 
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VORX AliD I«>TlVATIOif (JI OTB!R PARTICIPAM'S 

The willilleneaa of con.eumera to b~ ie obvi.ua~ of oruoial illlport. 

anoe to the Aucceeetul operation of 4n1 plan or inetalment eelling for poet­

war deliver7. However 1 the purche.oer ie but one of several pe.rtiu to the 

inlltalment sales transaction. Adequate incentives 1111.18t be offered to moti­

vate the voluntar7 action of other participants. Dee.lere mwrt want to eell 

poetoovar-del1ver7 certificates; the collection aeenc1es must be v ill.ing to 

handle tunde and to maintain bookkeeping recorda; and manuracturere and pub­

lic ut111t1ee campe.niee IIIIIBt have ree.eon to pla7 the par:;a e.eaisned to the:a. 

Oheracterietice of certificate ealea 

• 

There may be Balle broad categories of goode--ouch aa food··Vhioh • 

oon.e-re v111 bU7 in stable quantities at given incOJDB and price levele, re­

I!IIU"dlen of thA amount or ealee effort that 1e a7.erted. But thie ie not true 

of the categor)' of consumere ' durable goode. Even lea a ia it true of 1nd1T1· 

dual articles in tnat categor,. or of certificates tor the fUture deliver,. of 

.uoh articles. Salae effort vill be needed to overcCIIIO the natural inertiA 

t!w.t hae allla7e characterized )IIU'keta involving oommitmonta tor ' the pa7JII8llt 

ot relative~ large sums. 

&lee etforte coet mone1 and the dealer should be campeneated t~ 

them. Coate of eellina poet-var-deliver;r certificatea, bovtn'er, vould be 

eubetantia~ lower tban coat of eelling the goode tha~~~~~elvea and the com· 

llliedon.e offered dealers can proper~ be IIIUCh lower than the usual ealee oat· 

Iliad CD. 
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Tbe toolmiques of asl.J.1ne tor poet-var dal1Ye%7 would d11'fer au'b­

stentie.llJ' tr011t thoes of ~ ee.lea. There would be no diolcerq tor trade­

in e.llOwa:DOee, no OCIZipetition vith other akes at the point of the inate.l.lllent 

ee.le, and DO demooatrationa. There vould be DO imentories to .tore and ti-

118110e and DO additional onrhead to 111Binte.1n. Tho primor;y o'bJeotin ot the 

salas effort vould be to brq the advantases of inate.lmeDt purooaecs for 

• 
tuture d'el1ve17 foroe:t'ull,y to tbe e.ttantion of ever1 hou.aebold. The potential 

list of customers vould include all gain:t'llll)'-oocupiod persons. Hou.ae-to­

hou.ae ce.nve.seee v ould probablJ be profitable e.e soon e.e solicitation ot 

dealers' regular ouetOIDBr liete bad baeD exhausted. 

The sales efforts of dealers would bo reintQrced b7 pressures upon 

the purobaser vb1ob do.not ueue.llJ exist. Priorities would provide a powerful 

force for reduoq ee.lee reeiete.nce. In fact, 111BD7 purcbaeere ~ould be ex­

pected to seek out their dealers 1n order to bU7 poet-war- delivery goode ae 

pranptl)' ae poat~ible. The ee.lee cempeisn wouM be crupported b7 goveX'IIIIOnt 

pronouncements that purchases tor poet-war deliver)' help the var effort. 

The ccaplete freedom ot choice of makes and modele should also facilitate 

cert11'icate ae.lea. The purobaaer w,ou2d b1.11 on..1J' e. rieht to an autaaobile, or 

a retrigere.tor, or a.n automatic stoker, and he would have none of · the heeita· 

trona and UDCertaintiea that naturallJ' e.riee vben he 'OUte. hie bard- ee.rr nd 

money on the line tor epeoific goode. 

' ot onl)' 1e 1 t practicable to otter relat1TB11 modest ocmDief>i•)na 

but there are poeitive reasons tor keepl.Jl8 cOIIItlieeiona ae lov e.e poeeiblt>. 
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In the t1rat place, as bae al.read:r been 1ndicated, OCllllmieUone pe.id 

tar Alee and collections ebould be umted to the amount vhioh the Treaeury 
lfOuld 1*3' tar the use ot the purchaaer'e I!IOIWY prior to the date ot del1'7er;y 

ot the goode. In thie vq the purcbonr can be aeeured ot the ret11r:1 ot the -81110\11lt vhioh he had paid it he ahould chooae to take caeh 1nate~d ot goods 
when the priorit7 nlllllber ot bi.e cert1!1cate baa been called. 

In the eeocnd place, th~ detlat10Ml'7 effects ot 1nata.lmlmt pe.;Jlllente 

would be ottaet to the extent that the3e pa,.:a;ente are diTerted to the ~n.mt 

ot ealea and collection caaieeione. 

11na117, 1t 1a 1n the interest of :eking the beat usa of our man-

power reeourcaa to keep eales o0lll41ao1o:cs lew. Tbe stoppage ot production of 

• 

•.1or ccne\11118l"e' durable goods vae necessary not onlJ' to relea.ee Mter lala fur 

pro4uot1cn or ailitar,. equixaent but also to releaee -.npover. .M15.n1 ot tMee f 
wbo •old theee goode are 411 reedib aCiapta':lle to "= vork e.e those vho oper-

ated ~hinee or worked en aesembl:J' linea. Tbe ccmqxmaation offered to ealee-

- abould be eurticient only to attract those vho are tor one reason or 

anotlier not read1l;r aCiaptoble to other vor!t. So.1ee could ree:~1l;y be made by 

~81oall7 handicappad mon or by prev1oua!7 lm8lllployed vo:aon. Tb:l:e v ork vould 

1«14 1tee1t reed1l:J' to part- ti:DII e:up1o~n'!O. Tbe number ot aalemMn ~d 

1n selling poet-var-deUTOr;y cert1t1catea abou1d be only a email t:-action of 

the llllllber ~ eaplo7ed 1n 3ell1ng goode tor current delinr;y, but each 

B&le«man ebould be able to produce man,r t1mea as ~ aa1ea as the peeee-
t1me anrege. 
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l)e6lertt 1 aalea c~adcma 

The dovn-pa~t Jlade b7 the purobuer vculd be kept b7 tbe dalar 

aa hie init:l.al .. lee cCDiieeion. B7 treatin8 the entire l!ovn-~t u part 

ct the aalea o~eaiCD, the DaCaeeitJ of holdin8 thouaande at 1Jidind11al 

dealera accountable tar tlm4a collected b7 thea can be aTioded. The dovn·pa,J• 

Mnt ehollld TV7 vith the Tallie of the certificate, but it ehould be .eden 

enn on c~iticatea at substantial Tal~. Thia ia deeirable 1n the intereete 

ot reducin8 aalea reeiatance and of lll1n:!m1zin8 OC~~~PetitiTe reductiona 1n c1ovn­

pq!DIInte. U a larse dovn-pa~t vera required, there would undoubtedl1 be 

a tandonc7 tar bU)"era, lmovir.a that tbe down- pe.)'IIMmt see• to tbe dealer, to 

"ahop" t ar a dealer vho vollld reduce the dovn-pa.;rment or el1m1ne.te it entirelJ. 

An additional aalee oamieeioo vculd be paid to tbe dalar llpCD 

compl etion ot the purcheeor'e pa~te, or, 1t it ee- deeirable, at epeoif1o 

•t.ase• 1n the tultil.llllont ot the inetalment contract--tor inetance, ~on the 

~t or the a1xth, the tveltth, and, 1t there are more than tvebe, the 

final inetalment. Theee eeoondar7 c~eeiooe ahollld be paid CDl7 to dalare 

who follow ~ delinquent accounts referred back to them b7 the .. lea tineZICe 

aeenoiee . otherviee, deolere 11118ht prefer to talco tht. oeconder7 c~ .. iooe 

that vollld c~ to them autCIII&ticall7 and to aTOid the exertion of additional 

Balee pre .. ure oo acoounta 1n default. 

The 111110\mt to be paid dealers. throush dovn-pa;Jm8Dte an4 aeoClldolrJ 

c~eucma ahould be deterained 1n rolatim to tho IIIDCIUilt which mat be paid 

to CO'fer coete at collection and the 81110U%lt which the U. S, 'l'reaalll7 would 

lle.1 tor tbe uao at the purcbuar'e IIOM7• The f ollowing echedul e of dealer•' 

~ o~aaicma1 howner, would appear to be feuible: 
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Seeczular7 Cc.D.ieeion Total Cc.aieeioQ 

P\lrohaae Price Initial Ccal.ieeion (~ of ~hue Price) Pereoatot 
of Certificate (Down Pyment) ~tmthl.I l'&ll!!!lnt: ADount Pllrebue Pt-~~ 

• 100 • ,5'.00 • 1.94 • 4.94 • 4.9 

:1,50 '· 4.00 2.92 6.92 4.6 

eoo. 5.00 3·90 8.90 4.4 

300 • • 6.00 5.88 ,11,88 ll.o 

't 4oo 7.00 7.86 14,86 3.7 

500 8.00 9.84 17.84 3.6 

700 9.00 13.82 22.1le '·' 
1,000 10.00 19.8o 29.8o 3.0 

1,4oo 11.00 27.78 38.78 2.8 

2,000 12.00 39.76 51.76 2.6 

P&rtici:pation of dealers 1n the plan vould be encouraged not onl7 

b7 tbe oow••dOIUI that would be :paid fw •eellinS po.t-Y!Bl'•de11Tel7 certifi­

cate• but aleo b7 their stake 1n the final del1ver7 of the goode. Even 

tboUSh the certificate vould be valid for purchase vith any dealer, it could 

be &Dtic1:pated tb&t moat certificate holders vould bUJ from the dealer vbo 

eold thea their certificates. Certainl7 the dealer vbo made the initial eals 

volll4 b&ve a •trona Oc:JIIIl)etitive advant&8e vhen the cel'tifieate becOIDit& valid 

Be7011d thee.e incentives of s~>)f·1ntereet1 however, one can re}J' 

bee.Ti}J' uPOil the :patriotic dee ire of conewere ' durable goode dealere to 

:part1o1:pate 1n a progam that v1lJ contribute to the var effort. AutaDObile 

4e&lere1 refrtaerator and piano dealers and heating equi:s-nt c011traotorll 

are fl'equentl.J' 81110118 the leadinS citizens of their cc:cmunitiee and 1101t of 

them are 1tchin8 t or an opport\1111t7 to be more direotl.J' ueetu,l toward the 

winning of the var. Poet-var-dei1Tel7 ealee would prOTide thill oppartunitJ, • 

and &Ten if tbe oa.ieeione vera -ner thin thoee e'II@;SHted abaft, full 
• I 
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~ cooperation ot dealers could be anticipated, 

The dealer vbo t1llall,y deli'rere the soode in tbe poet-ver perio4 

would, as baa been indicated, forego part ot hie norml croee profit. I! 

the 8\l88estion D~ade here is followed, the f1llal dealer VO\lld discount the 

established retail price b;y about 7 percent, B11t thie cODCeeeioo vould r epre­

aent onl)' a little more than 1/4 ot the C\1Btomary dealer ' s erose profit marc"'n 

on automobile sales and about 1/5 ct the ciiBtomar;y dealer's margin on reh:1c­

erators, pianos and heatins eqllipmont;, .Besidea, more then a c011111enaurate 

part of the sellinB job wo\UCI have been done. The development ot o\18tomera, 

read.J', willinB, and able to bu)', constitutes a very larse part; or t;be proced· 

11re or aellinB conslll!l&rs • ,durable sooda and the dealer vho oamp:i.etes the sale 

in the post-var period vill be presented vith s\leh c\18tOI!Iera, 

Trade- in be.rl!llinins, perticularl;r in the a11tomobile field, vould take 

plAce as \18\181 when the sale is completed, B11t. the dealer 11ho completes the 

eale vo\lld be in a much stronser position to resist prettuure tor excessive 

t rade-in allowances. In fact, since certificates would· presumably· cover tho 

full purchase price ot the nev car 1 the sale ot the used car m15ht"· Nad~1)' 

become an entirely separate traneaotion, the eale 'being ade to ~e b~l;]iee't 

bidder whether be be the dealer who delivers the nev oar, another liON car 

dealer, or a used car dealer, 

Incentives tor manufacturers and public utilit y c~ies 

Manutacturere wo\lld be expected to contribute to the plan by provid­

ins part ot the poet-war-delivery pr ice~discoant in the form ot a rebate to 

dealers vho deliver their soods in exchanf;e tor a certificate. It baa been 

•usseated that this rebate aho\lld approximate 3i ot the established retail 

Price. They vo\lld also be axpeoted to reinforce the sales ettorte ot dealere 
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aDd their eal.e-n thrCJII8)1 national pr01110ti011Al adwrtieiJle. 

In returD tor their oontributioae to the plan, ~~~~~nufaoturere 

vould beJ»fi t in fmzr different VIIJ•· 

hrat, the plan vould belp to preeerw the present pattam of con­

INIIIIIr expendi turea; In the absence of scae scheme tor absorbing the purcbu­

ing power tbat can no l.ollpr be deToted to the purchase of oone,_r durablea, 
other oatasoriee ot f!Oode are bc\Uid to get a larger share of the oons--r'a 

c!ollar, Tbe further thia eh.U~ ot spending habita proeresees, the 1110re dif­

ficult it vill be tor durable sooda manufacturers to regain tneir preTioua 

pod ticm in the expendi tuN pattern vben production is restored. 

Second, it vould proTide an enormou11 assured market tor specific 

prioe-olaeeee ot o~ra' durablee in the post-var period. A large and 

118aeurabla market baa been the dreem of ewr:r production 11111n. It vould per­

a1t the plarm1'18 of produoticm and d.ietribution b;y the induetriee concerned 

in raaponee to aoourata adTanoe knovledge of the oharaotar and diatribution 

at "==1. 'D11a vould lover production and distribution costa all alOD8 tile 

line, vhioh a16ht be the 11811n11 of preaen1'18 the taTorable oC~~~petitiw posi· 
tion ~ the .-rtoan IIIIIIUt'aoturere o~ ...,,t<IIIOb1lae anA other o~r•' dur· 

able 80oda in relation .to tara:~.sn manufacturers 111 the post-var period. J!Ten 
.ara Wportant it vould fao1litata rapid- -but ocmtrollad--e:rpanaion of produO· 

tion aDd e~~plo7J1811t, Tbe o~r durable soode industries are full)" avare 
at their 1.arse raepanaibiliV tor abaorbintJ at the ocmclueioa at the ver a 

IIUbatantial part of the 111mpower nov deTotad to the 11111 tar:r attort, 

- ,_ -
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Third, it voulcl help to pl'eMrft. the t'aollitioa tor retail aal.M 

upco vhioh the !Blutacturer IIIWt c1epeD4 tor the cliatributic.~ ot hie prodQDta 

1n tho poft'-var period, The 110l'tallt7 aclll8 their dealere baa -a.J.rM4T lad 

eenl'lll aut<1110bllo 1111111utacturera O:.o cc.~aider plana .tor deolor eubaicliaa u 

a .-an• ot preeen'inS a alatloton aaltl orpnizatian, 

Fourth, it would help to COIIIO%'Te eubetantial innotmenta 1a the 

tra4e-118MS ot their pro4ucte. Valuea bullt u;p throush 70ilrl ot praiOtional 

adnrtiei.ns and produc~ pertonunoo vU1 sradual~ clieintosrato it theao 

trade•namea are not 1atpt before the public, )TOD. the etandpoint ot the MnU• 

tacturora concornea., it ie Juat aa illportant t1o preeorn tbeee trade·-• 

a11 it is to preaorro the plant and epecializod. toole that are oa:pable ot 

11111nutaotur1Ds the product. Thoro ie sonora! ~-nt tha,t preaent 1nlt1tu• 

tional adTertiei.ns cempe'EP's, baaed an the contribution ot the IIIODutacturer to 

the var effort, have reached tho point ot rapidJ.1 <1.1m1n1ahin8 returns and tha.t 

a nov adTertiai.ns a]l])llal ie oBBential , Advertieomenta directed toward the pro­

motion ot inotallllent sales tor poet-war dalive%7 would till thi.a need, !fileT . 
Yould aerro tho double purpoee ot contributing to the bottle "!ll''n•t. intlation 

and 1)l'OaorTi.ns product trade•llOllllls. 

Public 1Ztil1t7 CCII!P""1ea would be o:r;pectod also to e~ the 

aaloa oempeign vith prOD.Otional advertising and to servo a11 egonoiea tllrouah 

vhioh ~nte vould be med.o, Thoeo oOIIIpOlliee have 10118:.recognho4 their 

aneotal interest 1n the sale ot houaohold appliances, Such sale a not ozu;r 

inoreaao the total 11101'ket tor gaa or electr1cit7, bllt plloduco ~rating 

oeonOD.1ea through an increaao 1n t~ aTereao .billlns tor dcaetrtio eornoo 

and thro\18h the creation ot a d nA which tenda to balance the 1ndutrtr1al 

load, 
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Tbeee adftlltaeH, plue the p:ro~~pect ot ezoeee pro®ot1n oapaoitr 

in the. po.t..var period, can be ~~~pected to gll8l'Utee ~io part1c1Jlll· 

t1011 ot the ll'Y aDd electric power O<ll;l""' •• ill the pz c.ot1011 ot the eale ot 

bo11Mbol4 aPJ111aDcN tar poet"''llll' del1Ter1· Dl. taot, el"t'eel'al ~h cC~~~Mmiee 

han 1D41oated their vill1nsneu to bear the tull -t ot -.kin8 lllllh ealee. 

SeleotiOD ot colleotion aD4 bool .... epinf! yeDOiel 

l'ro'rieion -t aleo be made tar the collection aD4 reoardiJI6 ot 

iJl.ltelJW!t ~w it the 'Plan tar poet"''llll'·del1't'81'7 ealee il to varlt . It 

11 pot 8DOU8h aerel7 to oolleot the purchale price ot the certitioate b7 the 

ti.- the ill.ltalment contract maturee. It the detlatiooart potentialiti~e ot ' 

the plan are to be tullJ' exploited and the 'l'rMIIU1"1 ie to get ite IIICM7 11 

varth, it le DeOeeea.rt to require regular ~te at etated intenall, to 

eead delinquent DOtice1 and to reter oaaee ot ll\lbetantial delinqu01107 back to 

11•1"'"1, aDd to UIHI del.i.Dqwmc7 cbargel, Th1l MaZlll that thl UIOIIDt and 

data ct each inetalment pa;,aent on each certiticatl 11111at be reoarded 0111TIIDtl1• 

Tiro CODiideratiOilll make it eeem 1lladvieable to permit dealer• to 

collect inetalment ~tl. J'iret, inetalment aalee ha-re been uaed b7 •~ 

Mrehallte u the - ot expoeiJ16 cu.et<aere to preeaure tar the purcbue ot 

a441t1<mal MrChNidiee at the ti.- ot each ineta~t ~t. SiDOI retrts­

eraton aDd oth.or houeehol4 appliaDOee are treqWIIltlT eold b7 .rcllanta vho 

deal. in houaehold tllrniehinge, oloth.!.ns, .ar Jevel.r7, poet-var-del1verr ealll 

a16ht be uaed to etimulatl ealee ot thlee latter soodl· WbatiTer the .-rite 

. 56 • 
Regraded Unclassified



85 

of this 1118rcbe.nd1sing defies during normal t1••• it ~- hi~ lmdeeirllble 

to allalr a plan vhioh il desisned to take purohlulins power ott the .rat to 

be used to stilllulate a dditional sales of current aoode. Second, the IKll"tal· 

it;y amllll8 dealllrl 1n OOillllmm'l' durable goode il llkeq to be h13h, 1n 8pite 

of the additional inca. which inlltalment sales for poet-war deli't'lll7 would 

provide, and it is desireble to avoid the neoesait;y ot eatabl11hin8 an audit-

1118 a;ystem to protect puroW..eer s asainllt default b;y dealarl. 

The aeancies beet equipped to undertake the Job of reoord1118 pa;y­

mente, sanding delinque.nt .notices and camputins delinqucmo;y obargae ~ the 

enterprises vhioh have bean previ01111l;y eDBII68d 1n finandine inata~t -.l.H 

of consumers' durable goods. Moreovar, beoa\l8e their b\l81nseses bava be~m 

badl;y hurt b;y the discontinuance of produotion of auoh goode the;y bave the 

ban clailll to the ri&ht to do it. 

Sa.lee finllnoa agencies alread;y bave the paraoansl and the office 

eqllipmant necessar;y for the vork.. The racard1118 of pa;yl1181ltB for post-war· 

delivery cert1f1cataa would replace naturtrll;y and eaa1q the l"8001'd1118 of 

payments an conventional inetalmlmt purchase contracts. The r-1nin8 brallch· 

of'tice struoture and t he clerical office force of these entarpr!aes vould be 

given emplo;yment and thereby kept intact. But there vould be no need for the 

able-bodied mon U01'118ll;y amplo;yed to chase "1lcipa" and to rqoasae• care, vho 

properl;y belona in the 1111littl'ry forces or in var 1nd118tries. 

Sa.les finllnoe aeenoies should be required to ••t tvo atandardl 

before the;, are authorized to participate in the plan. J'i.ret, the7 sbould 
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~ required to ebov that at tbe t• Re8U).ation 'II vu pra!IU).aated the7 were 

enpaed, u a -,or aotiTit7, 1n t1nanc1ng the purchese ot goode subJect to 

poet•var·deliTIIX'7 sale. Th1e ie desirable both tor the purpose ot aeeur1ng 

the aTailabllit7 ot trained peraCIIIll&l, ot adequate office equ1~t, IUld ot 

eetabl1abed relatiCiloBh1PI vith dealera••all ot vh1ch vould be lm.Portllllt to 

IIIIIOOth and efficient operation--and tar the .Pu:rpo•e ot l1111'till8 the adn.n­

tagee ot the plan to enterpr1eea t .hat have been moat aeriousl7 affected b7 the 

d1aoont1nuance ot production ot cone-•' durablea, Second, they should be 

required to turn1Bh a bond, to bnlotheoate eecuritieb, or otherviee to proTide 

a guarantee ot their re11p<111aibllit7 tar tlmda paae1Jlg throush their hande , 

The ealea t1nanoe agencies have 1 hovever, t vo important hiUldioape 

110 t~ ae the collection ot inatal:alant ~t• 1'rolll purohesera ie concerned, 

Firat, their ~ins offices are aituated prilllariJ.y in the larse cities, so 

th&t reaidenta ot -uar p~B vould be able to make p8;11118nt ~ b7 cheolca 

Hilt throush the -.11 or b7 IIIOM7 order, Seconcl., ~ ot t'hem are aleo engaged 

1n the buaineee ot landlng 111011e7, To pemit theee IUlterpriaee to uee the 

personal contacts Vith 1nd1ndual purellUora vhich the accepta:aoe ot ~te 

vould give thela tor the eol1citation ot p11rsonal leans not onJ.y vould handi· 

oap the attainlllent ot the econc:c1c obJecthes ot the plan but vould be 1nequ1t· . 
able to CCIII;p8t1ng lendins asenciea vh1ch vould be exclui.ed trCIIl participation. 

For theee ~one, it eeeme desirable to arrenge tor the acceptance 

ot oaah ~ta b7 ~~SBnciee vh1ch have no 1ntereet 1n eellins the purchaller 

goode or 1n lendins hilll 1110ne7 and vhose office a are nU1118rcua, read1l7 acceui· 

Dle to purchasers, and equipped to accept cuh p8lllllllnta. A number ot asencies 

• 
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voul4 •et tbeee atandar~. The telephone cc:ape.niea v0\ll4 be 14eal. The 

poat otticea and the telesraph caapaniea vould be alllloet equal:q aat1afaotaz7. 

)N,;ual and other MViDell banD tbat haTe no peraooal. 1ce.n aerT1ce v0\ll4 aleo 

meet the-requir-ts. The gae and eleotrin COIIIP8Jl1ea could aleo be uaed1 

but care should be telam to proteot tbe int•uata of independent household 

appliance dealers vhero the ut1lit.r campan7 ie o~d diroctl7 or through a 

sube1diar7 in the •ale of ho\lllehold appl1anooe. Uee of tho tolepbooe and • 

public util1t.r ccmpanios vould :Permit the pa,ment of 1natalmenta vith bille 

tor telephone 1 gae 1 or electric aerTice. 

Pa.,mente b7 check sent through the 111811 could so d1rectl7 to tho 

sales f~e asenc.r. But that asenc.r ehould be prohibited from aecoptinS 

cash pa,mente1 tram addreeeinS aol1citatione of &n7 sort to purcbaeera tor 

poet-war del1ver.r or tram revealins the names of purohaaors. 

Work of the ealee f inance and local collection !fi!!!Ciea 

This division of labor betveon the aalee finance asenc.r1 vhioh would 

do t he bookkeepin81 and the local collection asenc.r1 which would accept and 

receipt f or pa,mente1 need not involve &n7 duplication of effort. On tbe con­

trar.r1 this functional d1vi81on 1e .a ·nat ural one and it would au18n to each 

a{,enc.r the work which it ie beet equipped to do. The lack of ott1cee seneral:q 

aocoeeible tor cash pa,mente has long boon reoosn1zed ae a handicap of ealee 

finance caapaniee. 0n17 reoentl7 tvo larse Mlee finance ocmpaniee undertook 

to reme47 this shorteaminS b.r arransins tor pa,ment through the Western Union 

Telesraph Cc::mpan.r 1 
a device v1rtuall.r i dentical vith that propoeed here· 
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foll.owas 

UpOD recehi.Ds a polrt.ovar-deliTll%7 lalN oCIIl'traclt frca the deallll', 

the Alee f1118Dce aa-a1 would 1ewe a ~t boot to the ~er Ul4 

apeD a ledaer eccOIIDt far Ma. Tbe ~t boot IIIICIIIl4 ocmtain a OOiqiOD 1114 

a etub for each ~t, mprinted vith the purobuc'e ec1al uu.ber, tbe 

~ m•'beto, tbe 8IIIOI.1Ilt of the ~t, IID4 the - 11114 a4drelle of the 

ealee f1Dmce aeeno1 wh1oh tawed it. Tile ~t boot ehaul.d aleo ebolr the 

1181181 Ul4 addreaaee of the local oolleeticm 66"1l01ee to which oaeh ~te 

Tbe local oolleot1cm aa-a1 wlllllA aooeopt ~ aaAe b7 tbe pur-

eta~;~ ~ cOiqiOD and tbe stub to ebow the coll.eotica 668D01 Ul4 tbe 

date of l)II1Milt, tear out the ooupcm and initial the nub 1n the· ~t boot. 

Coupcme would be eorted per1od1oal1T and eent v1th rcittencea to the appro­

pr'iate Alee fiDance aeena11 which would uae the ooupcaa to poet 1te ledalll' 

aooounte. H the purobuar viehed to do eo, bolrner, he ooul4 aen4 ohlolr:a or 

__,- or4era direot.q to the ealee f1Dmce 86'1D01• 

The ee.J.ee fiDance 888DC1 woul4 uep a current record of ~te 

for eaoh purobaaar to which 1t bad 1eaued a pa;,ment boot, aend a ae:r1•• of 

not1oea to dellnquenta, and refe:r oaaea of eubltant1al delinqueDOT to the 

d-.J.e:r for a441t1aaal ee.J.ee effort. The not1f1oat1on of delinquent. would 

earn not CD1T to •1nf•1&e del1nq118DC7 but aleo to prenmt theft b7 oaahiare 

of local oollect1CD 118'f11101ee, e1Jioe the failure to forward ~ would be 

qu1o~ 41aoonred. The alee fiDance aeeno1 would een4 raDSttanoea periodio­

•111 to the Fede:ral Reearn lle.nt or branoh of t he d1atr1ot 1n whioh 1te office 

- 6o -
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1e eitt!Ated. When the Jan ~ llu belll au, it 1101114 oCIIIiPQte c~eun 1 

chargee, notU7 the PIIZ'Ohuer ot the GIOIII'It 11114 1Jatruot h1a to .a~ 

to hie local col.leotioo aeenc7. Vhlln del1nqueDcy oharsee ban belll oolleoted, 

it would send the dealer hie final ealee cCIDiei1Ul, ae•isll a priarity mDibelr 

to t he account, and sand it to the Pederal Reeern 1llllk tar a114it en4 the 

issuance ot a paid-up certificate. 

Collection e.nd boo]tlreep1ne oCID1811iCIIII 

The vorl!: ot 10041 oollectiOD aeenciea could be baMled at ftr7 lit ­

tle coat . There vOuld be ru, .. eoeeaity tor 111aint&inins tilea, t or loolciDG 

up recorda, tor reoordtns IIIU'!BB and amounts, tor IBkins C<JIIPUtatiCIQ.I, or t qr 

referning to schedules ot charGee. MakinS change vould be etmplitiad b7 

keep1ng the pa;ymente 1n even dollars . The ce.ahier need ODl7 take the ~t, 

stomp the pa;yment book e.t tvo pointe, initial the stub, and tear oat a coupm. 

This operation could be dane vitb eaae at the rate ot tvo a lllinute, altbouBh 

all.ownces would have· to be made tor q1111stiona and for 1rresulariti6a, euob 

aa the failure to present a pa;yment book.Y M!t.ny local collection aeenciee 

could handle thie a~~it1onal work by fuller utiliza~1on ot preeent peraapnel. 

The sorting ot coupone could be dane with sreat I!P"d and vould add 

Y Altb0\18b receipts could readily be given by the local collect ion 488D07 

tor pa,ments made v itbout the tender of the payment book, the d1tticul­

tiee ot the sales ftnanoe agency 1n identifying the purohaeer otbar than 

tbroush the aerial number and tbe poaaibilltiee of error 1n atte.pting 

t o do eo are euob that it would appear to be the beet polloy not to 

accept any pa)'lllllllt unless t he book or the coupoa vas preamted. A pur­

chaser vho baa loet hie pa;yment book ebould be aent beck to the dealer 

11bo would obtain a new pa;yment book trCIIIl tbe ealee timnce ae-7 upoD 

the pe.;rment by the purchaear of a uall tee to cOftr the coat. 

- 61 -
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little to the 0011t. It would proba'bl,y be DIIOHIN')' to llllt tbe ler.1al llla­

bera Of the Ooupoa.ll b7 ll&lel fiJiauoe 11881101N lUI & proteot1cz &@!llnlt 101!1 

of the Ooupelll in the 00\ll'le of del1Ter7 to &&lei finence aeeD0111, but th1a 

also could be doae Tft'J rapidl7 IIDd would 1moln tli!. trlul.lcr1pt1cz ot CllllJ' 

ODe figure. 

The mcme7-order aanice ot the Poet Office 11 scawbat ai.ailar to 

that which would be rendered b7 loca.l. collection aaencies . Charsee tor 

mone7 orders ranee b'CIII 6¢ an ite for amo~mte of $2.50 or leas to 22¢ tor 

1111101mta b'ca $80. 01 to $100, The procedure tor hiiDdl:lns them is elaborate. 

The IICZUI7·order clerk D.l.8t fi.rat set the cuat~r to fill out a blank; then 

he 111111t transcribe the ll&lll811 and addressee of the pa7or and pa7ee and ~he 

1111101mt to be sent at tvo places an the IIOIIII:V•order form; he 1111111t atcuz;l ~he 

form, look up the fee and add it to the 1111101mt to be sent 1 and oolleot the 

totel b'ca the c\lllt~. For each mone7 order iuued1 tlmds 1111111t also be 

paid out to the p&Jee and these traneactiClllll 111111t be acco1mted tor throuah • 

inter-office "bookbep:tns. 

Tbue, while poetal11101107 orders sene a scawhat a1miler purpose, 

the procedure for handl:lns them ia of neceeeit7 tar mor .. coetl7 than the 

ooll.eotian ll78teDI propoeed here. Obaervat1ons of actual trlul.l&otione of both 

t7P&a indicate that the acceptance of paymente an a co~ bailie requi.rea 

len than. c:me-f1tth u 11110h time u the iaeuanoe of IIIO!IeY orders. The ditter­

eaoe in clerical time required for oomplllt:lns the trauaotion-·b'CIII pa7118nt 

b7 the p&1or to~ to the pa;ree-·is probabl7 eTen greater. 

CUJWroial aenicee Tirtual.ly identical with those that looal 
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col.leot1Clll aeenoiee voul4 be upeoted to pertana ban been 1"80eelt~ c011tnoted 

for at 7¢ an it.!. Coete D7 baTe 1Doreue4 ecmwbat e1Dee tbaee ccctracte 

vere entered into, but ltllT r111 1n coet• vould prob&b~ be otteet b7 tba 

~OWl vol~ of :pq~D~~Dte tbat could be upeoted. A fee of 7¢ .an ita. 

vould appear tberetare to txrOT14e ac!eq,.te c'311pefteaticc tar local collect1Clll , 
aaeno1ee. Tbeee feee should be llllbtonoted trca reoeipte 1n cClllliPIIting Nait­

tancee to Alee t1nalloe aeenoiee. 

Salaa t1nlmce aaeuotee vould Deed larser c~e1Cllll t1an local col· 

lect1Clll 868D01ea to CaTer tbeir coeta. The poeting of pa~te Yould be eat• 

ceecHne:ly eilllple einoe the IIIIIOIIIlt of the pa~t vould be deterlllined by the 

value of the certificate wbJect to purobua and it vould be neoeee&r7 ~ 

to enter the date ot ~t on tbe purobaaer'e ledser account. In addi• 

t1011 to poeting :pq~D~~Dta, however, the ealee fi.Dalloe 088DC7 vould eend c!elin· 

quent notices, ccapute dalinqueDCy cl-.rsee, Pll7 dealer• far eec011&ar7 o~•­

&10111, and aaatgD priarity nlllllbere. '!'her vould &leo t .., qpeoted to npp~ 

the contract far~~~~~ Ulled b7 deelere and the ~t book iallllld to purobuere. 

Aa ccape~~Nt1Clll tar eending noticee to c!elinqueuta and tar cCliiiiPIIt· 

1ng delinquenor e mrsea, aalee t1.n8llee aseDQ1ea ehould be permitted to keep 

part of the dal1nqU11DC7 char see. The 1noellll8 trca eueh cmrsea llhoal4 be larse 

enoueb to tme0Ul'a61 a continUOWI effort to collect delinquent accouuta. D1 

t he abeenoe of auch an incentive, a<DII ealee finance asenciea could be ex­

pected to tam the 1:Dc<DII trca ptQ~~~~nte that came 1n autc.atioa~ and to 

MSleot their delinquent accounts. 
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It 1a 8116881rted tmt the -.lN tiDallOe telll07 retain ~ 

ot all. 4el1Dquellc7 oharsee oolleote4, l.Na the 71 per 1tea reta1De4 '117 the 

looal. oolleot1oo 18111107 tar ita eerTioea. ~ 4elilltl181107 oharpe 'II'Oul4 

be ooll.ecUd 1n a l.UI;l 1111111 at the 11114 ot the ~t .period·, 11114 the 6J'&Ot 

period voul4 aYOid the oolleotioo ot uaslisible .-ouata, the oolleottte tee 

would 118ua-11T be ..U 1D relatioo to the aalea tiD&Doe 11681107'• share ot 

del1DtlleDC7 cbarse•. 
Ae e ..... •ttoo tar t'urniehJJI6 ccmtraot tar., ~t ~b Ul4 

booldlllepins eerrtoee, lw eupeniains col:leot1e~~~, 11114 tor u•'sn''l6 pr1ar1• 

tiee, tbe ea~• · t:IDe.Dae 118'8D0in ehou.l4 'be gi-.. c._'adOD till all colJ.eo.. 

t1aa. ben.S)e4 b7 tbAIL 'l'hie ~too e!lou14 be wpxened u a perc~· 

ot purollaeer'a 1Deta~t pa,_,m;a, 11114 it llliOul4 oonr the teee pa1d ~ 

looal. colleotitll 1611D07• It 11 pzqceed tmt th1a c~e1011 be t1Dd at 

lt perotmt ot all ~te l.Ne tbt.n $~.00 11114 1 perotmt crt all. p&1Mata ot 

$~.00 or more, 

'l'hie .thO\\ ot cc.rputizlo booll:lr»epins c--udciae. ot the IJIIlee. tiDIIIOI 
' aeeDCi" baa eubet&n'bial ad'YIUitasee frca an aooOIIDttns etandpo1Dt. It ie 

118ef'u.]. t11r purpoeee ot mten.al cootrole 11114 ot reporta to ~e J'e4eral Rae z •• 

Banb to treat the total ~ ot coapoae collected u reoeipta. The tue4 

peroan~e ot coupon 't'aluee tor bookbep~ and colleotiOD aerTicee vou14 

then be aubtraoted frca reoeipta 11114 credited to OlllTellt earDinpl aDOtblr 

fiXed peroezrt&se voul4 be eubtnloted frca woeipta 11114 tr11118terred to a 11&• 

bilit;r account tor da&lere' eeoc:11ldar7 caaa1 .. 10D; 11114 the ~SDder voul4 be 
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torvar«e4 to tJia h4eral Rue• •• Juot. 1'bw r- Yitllbt14 b7 1ooa1 ooU.Ot1"" 

ageDDiSB Waul4 be t.ree.t.ed U 1111 operjlt1J16 expeDIIS ot t.he eel;ee fimme 116807 

chareeabl.e ~1Det. it.e 1Dc ... aooount. 

Tbe uae ot t.vo peroent.eee rates 1D cCJIII'Ut1J16 bookbeli1J16 cC111111e­

e10DB adda a ccapl1cat1ca to t.he pJ.an1 but t.bie app.ere to be uza1"014able. 

If all dealere eol4 cenU'inatee CO'nl%'1JI6 tile wbol& r&II8W of a..,., .. t1~, 
a e:I.Dg].e percenteee rate caul4 be eetebliebed beoauee ealee ts.-e CCIIIlllllliee 

voul4 tab tbe UDprotiteble aocounte 1D ordsr t.o s-t. t.be profitable c:aee. 

Re1'r1gerator cleal.ere, holleY!l , voul.d prod110e onl:r cert1t1oat.ee ot t.be _,'11' 
d...,...1nat1a:18. Conaequentl,y 1 1t a e1JI6le percent.eee rate eboul4 be ued1 

taTor ot aut.c.:>bile a•lere1 whose bue1Deu woul4 be c01181derabl,y D:ll'e FOI-. 
1table, 

Tbe lowest. ~ ooot..I!lated tor retrtavat.or oert.1t1oat.ee sa $6. 

The col..leotioo and bookkeep1JI6 reY'SDWI tl'<D INCh a ~t voul4. be 12 _,.., 

o\lt. ot whioh t.be local collect.1oa 11681107 vOIIl.d toke 7 cmte. '-Tile r-.1n1D8 

:; canto per it..! waul4 DOt. cO'ftl%' t.he ealee fiDIDCe aa-o:r'e c~. &Newaz, 

rotr1serator dealere will alao produce cc:ctraota call1D8 f.or ~ of $19, 

trca which t.be renaue YOUl4 be 29. caate lMIJ' 1t.aa. 'l'be ealee f 1nence 8811101 

voul4 l'e'taiD 22 ealt.e1 
Yhich would 11114011btedl7 uoee4 1t.e ooet. b:r a ~ 

t1alar81D. 'lor~ ot *'' ca $700 autapobile cert.ltioat.ee n.•­
Youl.d be }} ceot.e per ita., ot which 26 uat.e YOUl4 so to t.be eal.ee f'nence 

aeenc:r. The higbeet, ~ vouJ.a be $8}1 tar WhiCh t.be aalee nn-, 

aaeao:r•• zewaaue Yaul4 be 76 caate per '1t.aa, 
• 

-~-
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Tbe rieht ot the ealee fiDIIDoe e.(!llfJCJ to the fixed percentaaee ot 

a.ll colleoticme should be absolute. IUI rieht to one- fourth ot the delinq11eDQ7 
chargee ehould, hoirB'Ter, depend upon satiefactor7 performmce. It ehould be 

vithin tbe power of the J'e"-1 Reaene :Bank to limit any alee fine.Doe 

114!8DC7'• ebare ot the delinqueuc7 chargee to the gonerall7 applicable collec­

tion caamiaaion 1t it peraiatentl1 faile to follDw up delinquencies or 1a 

cbr<mioal:Q" careleee in the oaaputati= of delinqueno7 eharge&. 

I:YeD 1t the oCIIIp8D8&ti= offered to sales finance ea~ncies vere un­

attractive, IIIIIJl1 vould undoubUidl7 find it to their 01m interest to partic1· 

pate. Whan the var ends and product1cn or eons•z:o.oro ' durable goode is resu:~~ed, 

poet-war dal1Ter., accounts subJect to collection vould be a principal source 

or e&lN f iMI:lce bueineae in the cCIII!lodit7 fieHs oCTered b7 the plan. AB the 

prioritJ numbers of those v&ose p&Jm&nte had not been completed v era reached, . 

the &8111101ae MnAHns oolleoticme vould naturall7 be the on3a to finance the 

unpaid 'balance. 

Cammiaaione paid for bookkeepinS and colleoticns l i ke thoee paid for 

aalea vould be taken direetlJ trom pay.!l:mt !lldde b;y the purchaser and the1 vould 

be aubtzaoted fraa the &~~~CU&t paici in b;y h!!n ehould ba ~-l..ch to V l thdr6v tun18 

prior to the tiJM hie priorit7 number 18 called. Thereafter, these c=iedona 

v ould be oCTered b7 the pa,ymont vhioh tile 'l'reaeur7 vould lll!l.ie tor the use of 

tbe purcbeaer '• IIICllleJ. 

Work and OC!!!!)ensation of the Federal Beaerv.e Banlal 

Tbe Federal Reserve Banko and their branohee v ould have a number of 

tuacti01l8 UDder the plan. 
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-!oD t'M ~ nMa·!~ ~~9~e111!H!;~f,&ll!\j6~on~nf~~~epooa1-

b~~t;,~r -~~9!1 ,~19"P9,9o~i~el!h1.6llo~o~r9i~~ ~ll.l\~tl"tOII,c:t.otfiiU'\M 

oi~ts~~ ~!Ht~·~n~~oB.ll~~~~~t!~ ~Rllf!ll''- aaq,(ae 

c!•• •v¥c:,~~~eH~d1bJ~ ~~,f.~.):e@6 n'Dit7~CNJ4 ~wq 

~-"'IP.~t.~~~{l be , 11f,ed .l!:r -P4ea~~t a3WIO!O!n.MA~ ~ IU:• 1t.e:> 

B{ld;aep. P~~"~~··,\Oe~• v•':!'b,e,J,I!B~ of~~ ~:<X>.l!lt•!W ·tM.ol'~,t 

Reserve,~ .w~ :P11'1111i at:anaudb.,tiotl.;of' tho rorm !Uld oont.ell,\. QJ tll!t t'•'"' '"• 

book_. aaTO P.r~!~-r~••. and f'oo1l1t,ate.,.eont1·ol 9t \l!o ~~ ~UJ~Tl ~ 

each ~'!~'t'!"~"~J:, · ~t.~,cpuld be, pr_1n~<AA. ~.1"* eod rA!hqq:c 

Uvored 't.o the IIUell f'inance 11881lC7 f'ar 1lllpr1ntin8 1~~8fl4.,$tll·~!ut>"' 

nWJ!bo'iJIW 019~~-;p~ ,~ ~!l.v~~·~.1~8(6;1;~'8'7• ~~ to Sn­

olu~ ~~&~ r;~W•t/~,! ~,M4,r!l,ttr~ cll~~~j)QOJrllto-x 

are, P,:rh\~·-·rf :rile ~~. ?f'1 a ·111~!-0, •l!;t ~ 1111J:'S&l Jl~; ~Ob,<J16l• .. t~ 

~7 .t,~J~iU~te -~ .poe~~·?f'r pa}llenta .. -:-. •· , c .. ·, _ ~"' e.,·""~ rt o~l!l 

,, JJ ' ~-~~ ~«1!\lll"Yl! ~-:!!9uld..JPO•mt.•p81'~~~ Dm4tl-~n 

leote4,1':1 ~; -~!\- r~e ~W· Jll .. ~ opU.C~!Xl ~bop~~ a<!llll'tc-.. 1 

e1~, '; 'J;Ile:r,~cmd}.f ,~ae ~~to a1 8p!t0'-f.l• P<lll1'=v,Cil'~~"CIIl'!7 .oe~uo 

1n tJw~~ gfj.~J1•, E},,.ll.'Jlr,•ur..J•Ji'I~:V; ¥o.ul41 &~~t .~r,l'epq;tll of', tlw,,..tHJ O 

fl.IWlOe~ ~~'~ ,vpuld, f'at.~ !'~~·• to ~ F~~' ~· ~··: 

••• !~~F~ ~eaan'f. ~ recai'"lll ~ JICIOPR'tv~ 91 • ~~,~ •'£ 

o~rtYbo baa~.o£!!P'a~ jla. pqlllli!lltaJ .1~v~ ner' ""··*be ~io ;raoard, 

aUdit. tbe.oelcpl•ticm, 9.f' 4el1nq~J' .. Char(!04 u4·~ pti=;it7, ... ~& t4•~" :: 

o~olt i~.!~~ F.~ t.be p~llaaer fr~ &nCl)lU~ QlaUIJ~~ IIJQ!f8;.~ .. ' 

t.ban be b entitled t.o, and i lfBue a poat-var-del1T«r7 oertifioete to t.be 

Regraded Unclassified



It v ill be noted that tile deal.er'e eeo0114ar;r c~ae1ca and tbe ool­

leotian 1111d booltkltep1n8 ocaaieeian prapoeed here be.Ye ~ expreend, for tbe 

.u:. or eccount1n8 eillplioit;r, ea peroentegee of ~t paJIIIIIIte Jade b;r -puronuere ntller thaD u perceutegee of tile total purobaee price of oert1f1-

oatee, Tbeae c~ee1c:me do not appl;r to dovn·pa~te. SiDoe tbe eubtrao­

tian of aown-pa111f1nte fr<:lll tbe rounded purobe.lle price leaYee odd IIIDOUilU., tbe 

oCIIIII1al10118 reeu1t1n8 tram tbe application of tued percomtasee to tbeee 

aiDO\IIIte are aleo odd. If, em the other band, the eame percentege ratee vere 

applied to tbe purobaae price of cert1fioatee, tbe reeu1t1D8 ccxaiUiCJIII 

It ia ocmYenient, therefore, to permit the J'ederal Reallrft Banlal to 

retain tbe difference betveen tbe amount vitbhold for dealere ' and aalea fi- . 

nanoe aeeuoiee' cCIIIIIIieeione and tbe 111110\Dlt that vould. result if the - oam­

aieeicm rates vere applied to the total purcbaee price. Tb1e ie the -- th1D!; 

u &aT1n8 that the Federal Reeerre llllllk8 ehould. reoeiYe a _peroentege of down· 

~te equal to the percentege of ina~t ~te vbiob dealer• and 

ealel finence aeeuoiee reoeiTe. This eum vould range fraa 10 oente on $100 

oertificatee to 42 oente on $2,000 cert1fioatea. AaeUIII1JI8 that tbe anrase 

price of poet-var-deliTer;r cert1ficatea vou1d be $400, the reTenue of the 

:rederal ReslrTI lltmb fr<:lll tbia source vou1d anrage 25 cente per certificate. 

·Since tbe tiM required to cbeoll: the delinq118DCJ chargee and the 

pr1or1t;r &eliSDBBDt before ieau1n8 a poat-var- deliTar;r certificate would 

depend in part upon the degree of delinquenc;r, ~ne Federal ReeerTe !adk 
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should also reoei'fe <llO_•quarter ot the d.ellnq~.~~~nc,. chargee. It is ballned 

that these t wo tn>GB of reTBnuee voulcL proTide adequate cc:apenaat1oo tor the 

"out of pooket" costa of the Federal Reserve Banke 1n ru::.tillins their 

oblisat1onii urider t he pJ.en . 

Tb& Poet~war-pqliverz C~·ation 

It would probabl,- prove desirable to create a separa t e corporate 

entity to enter into contracts with purchasers, oalos finance asenoies, lOM.1 

collection asenciee, end other per t 1o1pents in the plan. Such a corporation, 

vh1ch should be controlled b7 the Federal Reserve Board, miaht vall bo ce.iled 

tho Poet-War-Deliver,. Corporation. 

This corporation should receive an incomo which could bo used. to 

dofr~ un!'orseen expenses and to BU!:JPl EII:lBnt tho inccas of speo1f1c looa.l 

collection asencies or other pert1cipante, 1f for one reason or enothor their 

commissions should prove inadequate to cover the coots of serv1cQs eosont1al 

to the operation of the plan. It is proposed thPt one-half of 1~ of all par­

menta of $30 or more bo transferred b7 the Federal Reee1Te Banke to the ac­

count of this corporation. This t'l:.rther pa.YMnt out 00:· the prooeedo of 

collections would bring deductions for oe.loa, collection end ~..mont 

expenses, exolus1vo of down·p~nte, 'to ;-~~ of ,;lle Otl.llh va.lue ox OJ.l 

claaeoe of certificates. 
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VI. 

TREASURY PAlMI!:NTS AND FEDERAL RESERVE BOARD 
MAN.AmMENT 

'l'lfo government agencies vould plq important parte in the plan of 

instelment selling for post-var deli reey. 'lllo Un1 ted States Treaauey vould 

be expected to pq a part of the purchase price of each certificate for 

the \lee of the purchaser's money. The Federal Reserve Board vould be ex-

peoted to manage tho operation of the plan. 

'l'reaaury pa,vmenta 

The TreUU17 vould be asked to contribute to the cash value of 

each certificate a sum vh1ch vould cover the oOil:llliseione paid out to 

dealers, collection and bookkeeping aeencies, Federal Reserve Banke, and 

the Post-var Deliver; COrporation, provided that the certificate ie held until 

its priority number has been called. In this vay, the cash value of each 

certificate vould equal i te purchase price vhen it becomes valid for the de­

liveey of goode. The Treasury's payment vould be 1n lieu of interest f or the 

use of the purchaser' e money between t he time the proceede of each payment 

vera credited to the Treasury 1 a account vi th the Federal Reserve Bank and 

the time the paid-up certificate vas presented for payment, follovi.ng ita 

exchange for goode. 

I1' the schedule of camniseione euggeeted hare should be folloved, 

the Treasury vould be called upon to pq these amounts: 

- 70 -

Regraded Unclassified



Purobaee Prioe 
of Certificate 

$100 
1,0 
200 
,00 
400 
500 
100 

1,000 
1, 400 
2, 000 

$ 6,,0 
9.~ 

12.00 
16,,0 
21.00 
25.50 
,,.50 
~,.00 
6o.oo 
82.00 

92 

'l'be ~nt b7 tbe ~asur.r of a fixed IUIII for tbe uee of tbe pur­

chuer'e mone7 means that tbe interest ooets of f11nde raised thr~ the eale 

of poat-var-del1:rer;r oertifioate e vould Tar;r vith the lensth of tbe var and 

of the per.iod ~t vould be reqUired to reestablieb production of o~•· 

durable good.a and to distribute an initial innntor;r to dealers. U tbe 

period between the initial inetalment pq1118nt and tbe del1'1'111'7 of soode 1e 

abort, tbe ooet expHeeed ae a rate of inter est vul be relatiw~ hiShl but 

1t tbe lM!riod 18. 1~, the interest oost v111 be low. 

These Yariatione, bwenr, vould appear to offer an ad'l'liZlteaeous 

b848e f or tbe Treaeur;r. U the var 18 abort, tbe nation v111 be better able 

to absorb a relathe~ bieh interest ooet. '!be lonser tbe var, tbe more dif• 

fiou1t. vil1 .be the problem of f 1nanoin8 sowrnment defioite and tbe more 

velo<De a low interest rate. 

CC!!parhC!} vitb coste of var eaTiMe bonds 

In order to OCliiiP&r& tbe interest ooete of fllnde raieed throll8h tbe 

eale of post -var-deliwr;r oertitioatee vith tbe 1.ntereet ooete of ~ 
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raised tbroogh the sale of v>~r eavinge banda 1 it ia neeesaar;r to 1411ke 'C 21» 

,;iooa conrern1D8 the length of the var and of the period tbat ¥111 be requlnd 

to reestablish production and to distribute an initial inventor;r to dealers , 

It is impoasible, of course, to mke an;r accurate predictions concerning the 

duration of the var. There appears to be 801118 degree of asre~t ae to the 

earliest possible date of ita tGrmination--tbat io, in the summer of 1944. 

But the probabilities seem to lie in the direction of a var of eonsidareblJ' 

longer duration. 

Our calculations bave been based on three a9811111Ptione concern1ns 

the date of te1:1111nat1on of the var: (1) 1n J\.\lJ', 1944; (2) 1n Februar;r 

1945; and (3) 1n January, 1947. In each case it bas been aeeumed that 

sales ot certificates will begin in Januar;r, 1943 and that retail deliveries 

¥111 begin six man the attar the end of the var. It baa aleo been aaaumed 

that certif'ioate sates during the first month of operation of the plan vruld 

absorb the first month's production, that sales during the aecond month 

vould absorb the s econd month's, and ac on during the initial period to 

vhich thef'P ealculationa pertain. under these circumstances the Treaour;r 

vould have the use of the funds tor equal perioda whether purcbaees vere 

-de 1n the first or fourth month. It should be remembered that the plan 

calls for a reduction of the Treaeury'e ~nt 1t this ae811111Ption should 

prove to be unreali stic. 

The follaving figures caapare the interes,; rates paid on Series E 

and G/ bonds Vith the intenet coet of funds raised b;r poat-varoodeliver:r selee, 

subJect to the schedule of C<:llimissiona proposed here, under these three seta 

of as8UIIIptions: 
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Intereot Coat of Interest Coat or Funda RaiMC\ 'b7 
liar Bondo Poet-llar-Delive:z S&lea 

rurcha~~e Price War Ends War Ends War IDda 
of Certificate Series E Series G JT* 1944 J'eb. 19~~ Jan, ~ 

(Percent) (Percent) P&rcent) (Pvoent (Percent 

$100 2.9 2.5 4.4:). }.20 1.67 
150 2.9 2.5 4.34 ,.12 1.61 
200 2.9 2.5 4.34 ,.10 1.58 
,00 2.9 2.5 4.14 2.91 1 ,46 
4oo 2.9 2.5 4.20 2.90 1.42 
500 2.9 2.5 4.,4 2.94 1.41 
700 2.9 2.5 4.2, 2,82 1.33 

1, 000 2.9 2.5 4.12 2.71 1.26 
1,400 2.9 2.5 4.05 ::!.6, 1.22 
2,000 2.9 2.5 4.02 2.59 1.0' 

This comparison 8U(!8eate that 1f the war should end in Febri.UU")' 

1945 the 1ntereot coat of funds raised by the &ale of pcst- war-daliver,y 

certificates would approximate the intereot coat of funds raised through 

the sale of Series E bonds. If the war ia shorter, the interoot cost would 

be higher, and 1f the war ia lOil{;er, tho intereot coot would be lower, then 

for Series E bonds . These figures, hovover , do not provide a fully accurate 

comparison. In actual practice, the true interest coats of pout-war-delivery 

funds would be somewhat lover and the true interest coats of var-aav1ngo-

bond funds would be substantiall,y higher than the figul•es gi ven above. 

The calculated intenrat coats or post-var-dali ver,y funds would be 

reduced br cancellations bef01·e maturity and br dalinquenc:r. Tbe Treaaur,y 

payment would accrue only when certificates vera held until there 

prioritr numbers have been called. While this feature of the plan i a 

deaianed to discourage withdrawals and to differentiat e poat -var purohaaea 
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traa aa't'inp 1 it vould alao gin the TreU\U'7 the uae of eaae tunda tor- Wbich 

no C<IQ>8M&tim vould be paid. True, a aacritice of interest &lao &CCCIII· 

Pae!ee the cancellation of var ea't'inp bandJI . But the 1-ntereet rate 1e not 

re&lced to nro ae ie the case v ith poet-var-d.eliv&%7 certiticatea. De· 

linquenc;y vould alao reduce the avereee interest coat. Since t ho delin--quenc;y chargee proposed here av.proximate 1 percent a month on delinquent 

peymenta , the ~nt of baJ.t of euch charges to the Treasury would more 

then CCQPen&&te tor its lose ot the usa of delinquent funds . 

ot caneidarabl;r graater illlportance to the canperiean ie the tact 

that the interest calculatians tor poet-var-delher;r funds represent total 

coete attar all operat1ng expenses have been, paid, vhi.le operating expenaee 

IWit be added to tho interest rates quoted tor var savinge bands . Uhder the 

plan proposed here 1 the Treasur;y paJ~Dent vould be used solel;r to cover sell ills, 

collection, and administrative expenses. The ccmniesiona paid to dec.lers would 

provide the etimllue for sc.lee. The ccmm1es1ons and fees paid to sales f1· 

D&nce eeenciea, local collection eeenciee, and Federai Reserve Bania! v<:A.~ld 

prwide cQ~~peru~at1on for the maintenance o{ detaUed records, tor the iseu­

anoe of certiticatee, and for the chenneling or funds in bulk w the Treaaur;y'• 

&cOCIUilt. 

In the sale of var ee't'1nga bond&, on the other hand, the costa ot 

eell1ng and of collecting tunda and accounting tor them are in addition to 

the interest coet. These additi<mal expenditures fall in part upon the 
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tre&flll7 end in part upcc the Poet ON' ice end priftte enterprieee. 'l'be J/&T• 

roll, traveling expenees, advertising expenditures, and other operating ex­

penses of the TreasurT ' e War Savings Division are d1reotl7 attributable to the 

coat of raising funds through the ea.le of war aavinge banda . The e~ee 

vbich the Poet Oftice inoure 1n selling booda or 1n handling f~~ea. pri:ao­

tional literature are equ~ attributable to &uch costa. Even the :tree 

services that private enterprises have devoted to the bCIId aa.les ~ are 

paid for 1n part by the Treasury through the lose of tax revenues . Free oerv­

icee rendered. by 1nd1viduale 1n the praDOtion of bond ea.lee are e:x;penaive i n 

tarms of the diversion of manpower end they are llkel.,y to be lees roadil.; 

available aa tho labor shorteao bec<JDes more etrin6ent. 

Two other considerations need to be applied 1n caarparing the in­

terest coste of war eavinge banda and llOSt-we.r-dalivery certifiea~a . 

First, 1n issuing Series E bonds, t he Treasury contracte to 'PilY 

$}} .}} per hundred tor the use of :f.'unda for 10 yoox·e. In participating 1n the 

poot-var-delivery plan under the oocmieeion schedules proposed here, the 

Troaaur7 vould pe.:r tran $4.27 to $6.95 per bundred for the use of aCWlllllating 

=~ ~nte and, when p811Dente have been completed, the full ba.lllnce for 

the duration of the var and the subsequent period of preparation for retail 

distribution of the goode subject to sale. Dieregar~ the faotora which 

distort these f~ee 1n favor of war savings booda, ~ contracted pliYIUlnt 

for Series E banda is five to eight times ae great ae the contracted pe;ymente 

for poet-war-d.ellver;r certitioatee. It the var is 1~, the a4n.nteee to the 

Treasury of raising :!.'undo through the sale of poet•var-d.ell very certificates 

1s cbvioul'l . :But it the war io abort, tho Treasury 1e in a position to 

refinance its obligation 1n a more favorable market. 
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JibeD tbe var baa ended and production of civilian goode baa been f'ul.lT re­

stdred, the tn!laticoar;r aaneer of re!inanoillg federal goverment obli@lat1c:q 

th:r~ f1Dano1al. inat1tut1Cilll vill have disappeared. There is little dllu.bt 

that tbe Treuur;r could at tliat ~111111 refinance 1te ·obl18&t1Cil8 for poet-vv. 

' deliver:r cert1t1oatee for the r-inder of the ten-;rear pciod at Ctllllider-

abl;r leee ooet tban tbe ditterenoe 1n the oaltraoted p~Q~~~~~mte. 

Second, the plan of l.rultslment eell1n8 for poet-var-delivar;r VOill.d 

divert an additional volume ot tundAI trczi the market for COil8UIII.IIl'e" soode and 

eervic.os to the tJ. d , Treaeur;r. It an accurate CCJIIIll&l'iacm is to be mde, it 

1s neoeeear;r to~ tbe coete ot poet-var-d.elivar;r tun48 not ep1net the 

present averase coat ot var-eavinsa·bond tundAI but eaawt tbe et1ll hisher 

costa that vould have to be incurred to raise an equhalent a441tib.l vol-

of tllnde through tbe eale ot var a&Tln8a bcmdAI. 

Talc1n8 all ot these factors into consideration, it selllill probable 

even 1t the var end.e aa quickl;r as tbe meet optilllistic foreoaate VOill.d 

permit ue to bope, tbe true coste to the 'rreuur7 ot poet-var-d.eUT81'7 tWI4I 

under the schedule of ca=iaaiODB proposed. here voul.d proba'bl;r be le88 tban 

tbe ooets of raie1n8 an equivalent additional volume of 1\uida through the 

eale ot var eav!nsa bonde. It tbe. var ie looser then this -t optillliatio 

cheaper means of' ra1ain8 tundAI. The calllllisaiona proposed here, holrner, 

ehoul.d not be taken u fixed. 'l'he7 are BU888eted oa1;r to illustrate the 

principles ot the plan. It ie poeBlDJ.e tha't a more Mt1staotor;r eobednl e of 

caliDiseiODB can be vorll:ed out• 
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other adn.ntasee for the Treaeury 

The 'l'reaBUrT'• interest in ~t ealee f«' poet-wr 0.11't'W7 

should, bovever, 80 far be70Dd their ueef'lllneee 1n ra111J18 1'1u141 at raucm• 

able coet. R1sine prices VOI.Ild add. traendOI.IeJ.7 to the coet or the wv. Aa 

fiecal 114!CDt for the federal goyenaent, the TreuDrT ~'lt 11 ntall7 

concemeti v1th the maintenance of a stable price level. To the extalt tbat 

ad41 tional purchasille paver can be tirained from the current :arket for goode 

through inete Jment sales for poet-var del1Ter:r, the 1M JAtiODar:T tJZ'eeeur8 v111 

be relieved and the poes1b111ties of maintaining the current price level vill 

be subetantiall7 enhanceti. 

But there is still another aspect of the plen 1n vhioh the Trefll\ll7 

ha8 an enormou& etalce. As has alre~ been pointeti out, ine'tftlment eell1JI8 

tor poet-war delivery would ~ate a r eserve fund of purchu1JI8 povar that 

can be poured into the poet-war market. The eoonallio effeote of euoh an 

inJection of purchasine paver are simUar to those of a deficit eJ;pMHitture of 

equal meen!tude by the federal goyernment. The need for federal d.efioit 

opendille as a st1Jilllant durills the period. of transition to a peaoe·tS.. e0011-

C1111:1 rMJ;:f therefore be m1n1mlzeti ~l the release or poet-var-deliT81'7 f'uzl48, 

Measured by these stanaard.e, the ultimate eavine to the '1'reU11r7 

through instalment sell1118 for post-var d.eliver:r Wl:1 indeeti repreeeat a wb· 

stant.ial traction of the principal amount rai.seti b;r thie d.enoe. 

Adminietration qt tbe~ederal Reserve Boar~ 

The Boarti of GoYernore of The J'ederal. Reeerve S;ratea voulti &JPMI" 

to be the lOSioal ageno7 t.) undertake the Job of .,snhtrat1CD, Tbl 
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primary reeponaibilit¥ of the Board for credit and IDOiletary J1111.M6oment he.e 

been r ocosn1z&d ·b.Y statute. A recent Exeoutin Order aleo identifies tho 

Board sptic1ficall.Y vith tho field of coneWDor credit control, to wh.!oh 

1natalment eollill8 for poot-var dolinry is 1ntimatel.)' related. Tho oeau­

printe 6haraotor of tho Podoral Reaorn Syatom, ite re.lat1To 1Jm!mltJ frCI!l 

political Pl'Oaouree , and ito decentralized BJWtem of adlll.1niatrat1on 

through rogianal bllllkll and their branches make the Board the ideal ndm1n1e ­

trative 1188nOY for this purpose. Moreover, administration of the pl an of 

1notalment aalee for poet-war del1veey can bo done 11108t efficiently and 

offectinl.)' wbon ccabinad with the fUnction of resuJ.atillB conaumor credit. 

·.l'he Pedoral ReeorTe Board would bo responsible for : (1) devel­

oping the fonll8 and contraoto to be used, and otherviee perfectinR the 

detaile of the planJ (2) eatablish!ng atandarde for the selection of sal es 

f1nance and local collection 118encies; (} ) ieeu1n8 reports concerning post­

var-doliveey sales; (4) accounting to tho 'treasuey for payments traru;J:I!• . - ' 

and eort1ficatee ieeued; (5 ) .t)&leapiDg soodo covered by the plan by caP 'ns 

priori t.T ·llUIIIbera . 

Wh~ the ra~ion1n8 and price-control functions presently exer cised 

by the Ofrice of Price Administration and the War Production Board are d1e­

oeatimted, tho Pedoral Roeene Board should han responsibility for iaeu11'18 

such special pr1or1t.Y certificates 8a ~ appear to bo 1n the public interest 

and fix1ns the M x1•m wholesale and retail price of goode covered b.Y the 

plan where such prico-fixins becamea necessary 1n order to prevent exploita· 

tion of poet-war-delivery purchasers. 
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A4111nietrat1~Z plam1ns 8Zid polia.T~ins 1n ocmaeottcm Yitll U.tal• 

ment eelltns tar poet-war del1TeJ:7 YQIUd appee.r to be eo oloee~ related to 

tho obJeot1Tee ot the J'ederal IleaerTe B~~ that tbeee tunot10111 OClUl4 be 

proper~ f1nanoe4 tllrc:Juah ttl ~tc.e.l7 eourcee ot ·rennue • 

. . 
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vrillarT responeibilitT of the Board tor credit and lllaletar.r IIIIIDII6aent baa 

been recogniz&d b,r statute. A recent Executive Order &lao 1dent1t1ea the 

Board eptic1ticallJ with the field of cOII8Ulller oredit control, to vh!ch 

inatallllent selling tar poet-war deliver.r is intilllatel,r related. The sell!--priveie-character ot the ll'ederal Reserve System, its r&lative 1Jmm.tnity from 

political. preeeures1 and ite decentralized s.ratem ot adm.inistration 

throu8h regiCill.al banks and their branches make the Board the ideal o.dminia-

trative eeenoy tor this IJUl"l)Qae . Moreover, administration of the pbn of 

inlltalment sales tar poet-war delivery can be done moet etticientl,r and 

ertectivel,r when combined with the function of resulating consumer credit . 

·.l'be ll'edenil Reserve Board would be responsible tor: (1) devel-

oping the tonu and cantre.ote to be uaed, and otherviae perfecting the 

details of the plan; (2) establish1ng standards to, tho oele9tion of sales 

finance and local collection agencies; (3) is wing reports conoernillg poet­

war-delivery sales; (4) accounting to the Trea8U%7 tor payments tren.wDi+~ , , 

and certificates issued; (5) o11eleaping goode covered by the plan by calling 

When the ra-tioning and price-control fUnctions presentl,r exercised 

b,r the ottice of Pries Ailm1nistre.t1on and the war Production Board are d!s­

ccztinuftd, the Jl'edereJ. Reserve Board should have responsibility tor 1aau1.ng 

such special priority certificates as 'tliA3 .appear to be ill the public interest 

and t1:.d.ng the Mr1=nn wholesale and retail price of goode ccrrared b,r the 

pl.aD where wch price-ti:.d.ng becomes neceeeary in order to prevent exPlo1ta­

t1oo ot pOet•war-delivery purchasers . 
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Ac2a1Dietrat1an plazm1118 8114 poliOJ'-.ltiDs in o~ian Yith ~tal· 

ment eelliDS tar poet-var deliTB%'1 VllUl.d e.ppear to be eo oloee:J.T l'elate4 to 

the obJectiTee ar the Federal Reeene Boa.:~ that theae tunot1CIII8 could be 

properl.T tiDBnced throu8h ita ewtta.%'1 aouroee ctr ·reTem~e • 

. . 

. . 
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VII. 

THE PROBLEM OF POST-liAR PRICES 

One of the moat cUffioul.t questions ot operating detail 1e bolr 

to deal vith the prices at wMch apecitic coneumere' durable goode ebolll.d 

be sold for poat-var delivery. On one hand, there is the uncertainty con. 

cernins the l evel of production coats in the poat-var period, and on the 

other hand •nere is the problem of hov to eaaure competition with respect 

to price and quell ty in the face _of a lerge prepaid demand that will tax 

productive facilities for a substantial period. 

Advantages and disadvantages of selling at fixed prices 

A number of important considerations suggest the desirability 

ot provicUns for the sale of goods for poet-war delivery at specific 

prices--for instance, the prices established for various types end modele 

in 1940 or 1941, lees the discount for prepayment . For one thing, this 

treatment would help to identit,y poet-war-deliver~ transactions ea sales 

ot merchandise and to minimize their relationship to eavin8e 1a the eyes 

ot purchasers. For another thins, i t voul4 eliminate one of the variable 

elements in a plan which necessarily involves a number of euch element s . 

Still fUrther, it would appeal to those who might tear a eubetantial rise 

lll prices. Purcbaaee for post-war d.el1very at fixed prices would provide 

a lleaee againat 1ntlat1on. But, unlike the hedae of puttins -Y into 

current goods , which would accelerate the fOrces of intletlon, pureheael 

for poet-war delivery would reduce the inflationary pressure by diverting 

purcbeaing pOwer trom the current market . 

These advantages, however, are offset by a number of earioue . 
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bnJ141oape, vhich appear to be controlline. After ertell81Ye cUacu .. ioo and 

eeretul cone1derat1~n of the proa and cone, 1t bae eeemed ee&ential to ~Y01d 

any attempt to sell soode at predetermined pricee, 

The moat serioue difficulty 1a th.'lt IJOIIIeone vou!d have to ta!-.e 
• 

th~ riek of a substantial 1ncre~e i n tho price-level. If cacufacturo~­

could reduce quality to cor"P&nsate for 1ncreaeed coote, the purcbaeer 

vould beu the risk and tb1e vould el1m1nate the principal. a<ivanteeu of 

sell1ne at established pr1cee. lolanuracturer3 might be a3ked to suerantoe 

delivery of scode of epe~if1~4 q,~lity end thereby ac~ort the r1oke of 

r1s1ns coats. It seems doubtful, however, that me.'f vould be willinB to do 

so voluntarily and any attecpt at coi!!puleion would not only be difficult b\•., 

vould cbanee CQ!I!!)letely the allse:lti~.L uture of the plan. T'ne United Atatee 

Treasury rlsht aloo be asked t o accept tbtt riek of an incroaee in menu· 

faot\~ins costs. ~ut the reepona1b111ty f~r action necescary to hold prl ceo 

steadY lies pr~il.;r with Congress ~d vith t M Ol'fice of ?dee A4mintwtra-

tion. The tTea9ury 'a ~uthor~ty 1n this f ield is 1~1te4 Lackins the po¥er 

to aooure a oonstant :s:rice ll'vel, the '1':-e!lllury II'!Uld ~ou'!lt~~ obj ect to 

undervrl ting the cost of product!on of tre11:0ndou.o ct=t 1t1:?G of~·· 

Proepectivec~e in poot-w.r producte 1o:ould also :nake i t diffi­

cult to sell at eet.abliohed prices. Recent toohJtolog!cal developmonte seem 

11ko1y t o revolutionize tho poet-w:uo automobile and to ha·.·e a lr;bet ontial 

ettect upon the construction and dec~ ct other cono~ra • dUTable goode. 

Consequently, t he price f ol'vhich po-e-Ill.'.::- t:O(.ell were eol.d. rlght. bo ut;terly 
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1Da;ppropr1ate tar poet-war models. The pooaibilit;r of great teolmologica1 

in!prov-te and ot eubetantiall;r reduced coats might ID!l.ke oCXUJumero unv111. 

1ng to bu,y epeoiti ed models at established prioea • 

Uae of post-~-del1Terz oerti~icntes 

Far tbeee reaeona the writer proposes that prlcee be kept flexible 

and that the ~t purchaoer be offers~ ce»titicates of various denom­

inations, which can bo oxchang~d for specific goode at prices to be estab­

lished in the post-war period. The certificate den~~tiona should cor-

respond rouehl7 with present price-clsssea for vari0\18 gooda. For instance, 

alltalobile certificate11 might bo issued in ~700, $1,000, $1,400, and $2,000 

clencwsnationa; piano and autacatic heating equipment certiticetea in $200, 

f:500, $400, and $500 denominations; refrigerators in $100, $150, and $200 

Certificates should be identified so far as possible vith specific 

ldnda ot goode or lo'ith groups of specific kinda of goods. Thus , an automobile 

oert1tiC4te should be n.lid o:U,y tor the puroha's of an automobile, and a .re· 

friaer&tor certificate should be valid only tor a refrigerator. Certificates 
-

lhould also be identified with price-classes of goods. For instance, a $700 

automobile certificate should be valid only for the lowest prioe-olass of 

care, t1]l1tied toda;r b;r Plymouths, Chevrolete, and Fords; $1,000 and $1,400 

oert1tioatee should be vali d respecthel;r ~or the n3Xt highest prioe-classea, 

t1]l1tie4 tode,;r b;r Morour)'s, . Dodges, Pont1aca, and lov-pr1ced Buiclal and 
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ci•rJSlere, aDd $2,000 oert1t1oatee voull!. 'b4l ftl.icl. tar the ~ expeoain 

care. Suoh an e.rrans-t .._ to 'b4l 11808111617 in order to prennt thote 

vbo went h18h· pr1oecl. can traa aoquir1lrl8 a priarit7 to the b7 plll'ohaeiJIB 

a cartitioate at the loveet 4Amca1Jiat1on, 

Balle cl.earee ot tlex1b1li t71 hovenr, ..... to 'b4l mportant 'b41oaw 

the oiroum.etancee ot ~ plll'Ohaeere are bound. to ollenge , BaDe 11bo n011 

toreaee tbll need tor an inexpenein car vill later vant an eJq~onein one, 

and acme 11h0 believe they vill ~~ant an expensive oar v111 not be able to 

attord it vhon the time comes to take cl.eliverJ, Aleo eaDe vbo p\ll'ohaeed 

an autCIIIIObile oert1t1cate vill ~~ant an oll•burner instead, and scae vbo 

oollf!)at a piano certiticate vill later vant an aut01110b1le . 

There vould eeem to be no reason to prevent eXCIIBllAeB ot certit· 

icatea, provided that adequate -&•L:ementa ot the ao , UIII'.;lated d~ tor 

'nlrioua products and ot the number ot p\ll'ohaaera 1b each priority an4 pr1oe 

class can be mainteined; and pronded f\ll'thor that casual ollan(let ot 1ll1n4 

uere restrained by priority penalties and that coste of exchana"o vore ll'llt 

b7 feee , The Federal Reee=ove Be.nkB 11118bt therefore be authorized to ex­

ebanse oertificatee senerallJ tor a tee ot $1 and tor a deferment ot tho 

priority number by 2 , EB.ob certificate misbt be made exchanseablo tor a 

cert1ticate of equal. ftl.ue calliJIB tor deliV~l'J ot another ca-odit7. 

Certificatee of larger denominations miGht be excbanSe&ble tor tvo or 

110re oertiticatea tor ditterent ca-oditiea or tor a oert1t1cate ol lov• 

er dancaination and oe.Bh, A oert1ticate ot l ov 4Amca1Jiat1oo JB1(Jbt be &lao 

tre.4ed in on a certificate ot lar60r den'Cm1Jiati 6D Upon the ~t·; 
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1n oaeh of the dU'teronee between their eeeh n.luee, Tba l&tter tl:'IUUiact10D , 
howenr, ehould require a J.&rser pona.1.t7 1n tha ton~ of priorit;r WaniiiQt, 

Tbe erletence or l.e.rse n~re of' prepe.ia. purobaeo certWoatae or 
various denomir~tiona wi.l.l undoubtedl;r .lead manuf'aoturere aenerallf to tit 

tbeir products to the price clAsses eetabllahed b;r cert1t1oate d.en<llimt1Qla , 

This"llill, follow traditional ptaet1ce since the d.oeisn, mat~riaJ. C"ontent·, Md 

construction of various consumers ' durable a ban al.Ya7a been atrCil617 in· 

nuencec1 b:r the vieve of' aal.ea departments as to the price at vhich -,..z'l!SIIa 

products clan. be sold with the least reoiatance, Nnertbeleea,~t 1e illqloeeible 

to expeet that all goods vUl be pr1cec1 o~ctl:r at cartiticata ~uee, For 

~ tp:pea of' c0l!l!l()(i1t1ea, model variations requiring price cUf'f'erenti&la vill 

unaoilb"tedl;r be more numerous than the certificate denccinatiana, Also, 

f'rei~"t cbaraes will compel dif'terencea in price 1n various e.reea . It ae~ 

neceaae.r;r theref ore to include 1n the plan eame method of' dealinS vitb dit• 

terencee between prices and certificate n.luea , 

Hhere peat-war prices for individual c0111110d.1tiea ere. b1gher than the . 

~uea of cert1t1cates for their pllr&aee, the e1tuat1on can be handled vorr 

e1ulplJ by the payment ot tho belance by the purchaser at the time of' dnll.''<~1'1 

either 1n cash or throUGh a aa.loe f'lnllnoo aeonc;r , lfbere cert1t1cato '!'alues 

are hiGher than poat~we.r price~ of the goode which they command, the purchaser 

should be entitled to e cosh rebate , Since c01111111ae1ons tor selling and col· 

lection will baY& been pa: l out of the proceeds of' the ina~al.lllant sale, 

relle.te should beer the sam relat1onahip to the excess value of the oert1t'1cete 

• 84. 

Regraded Unclassified



• 99 

as the caah value of the certificate bee.re to ita 11111rcbandiae ftlue. 

Some dealers would WldoubtedlJ' prefer to ancoureae the purcbaeer to ape:1d the 

remBinder of the faoe value of hie certitioate for 11111ro!lllndise. 'l'here would 

seem t o be no reo.aan for preventing th1~ 1 proTided that the purcbuer bu the 

option of taking the cnsh rebate . 

Post-war price competition 

Since the plan of in4telment eelling tor poet-war deli'rer;y cont.­

plates the sale of "futures" b;y dea'.l.ers vho have heretofore eold the eamo pro-

ducts and the reenforcement of these selling efforte throu.gh ne.t1oae.l. adYert1e­

ing b;y ma.nute.eturere, 1 t is tempting to pro:;>oee that Ford dee.lere ehould S!'ll 

Forde, Studebaker dealers should sell Studebe.kers, General Electric dealero 

should sell Genoral Electric retrige:ratore, eto. Th1e would obYiov•lJ' incr~ ~•e 

the interest of dealers and ltDJ\ute.oturers in maximizing the nUI:Iber of deterred 

delivery sales. Kwever, the effects of such an e.rre.Jl8llllllnt on the poet-war 

market seem to outveish eubetantie.ll;y e.n;y e.dve.nteaee which misht be satned. 

In the first place 1 1 t would undcubtedl;y tend to cut dOifD subete.n­

t1e.ll7 the number of enterprises which could enter the post-war market. 

Mmutaoturers vho m18ht, b;y virtue of their war production experience, want 

GO turn to the field of consumers' dura~le goode woUld le.ok e. m.rket for 

their production. Al.eo the competitift poeition of -u independent enter­

prises would probablJ' be inJured. MmJ purobe.aere, vho would prefer the 

good~, or email independent IIIUlutacturers it the;r co11ld ve.1't until the goode 

vera deltnred before •king a ohoice, would probablJ' feel impeu.d to bu;y 

••• , 
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the products of large and vell-establiehltd manufacturers if a choice had to 

be made at tho tilne of entering an inetalment contract for post-var l!ollvo.1 . 

In tho second place, it vould eorioualy restrict poet-var price 

COD!Petition it individual manufacturers. vore presented 1n th& post-var pe::-!el 

v ith prapaid orders vhich v o:U.d absorb their productive capaeit7 tor a 101:0 

tilne and vhich could bo cancelled only vith substantial. sacritioo to pur­

chasers. There vould be no competitive prossure t011ard minilll1zing prices aM 

maximizing quality. And in the absence of eff.,ctive price competition, the 

Federal government vould undoubtedly be o~3~a 'to fix prices--a recourse 

vhich the vriter vould like to avoid it pos~ible. 

For those reasons it seems desirable to sell certificates tor &~to­

mobiles and rerrigorator& and other cons~rs' durable good~ of certain price 

classes and to permit the purchaser to choose the make and speci fic model at 

t ilne of del1ver1. Since there would be a otrong tendt-r..cy for the purch:laer 

to take dol1vor1 from the dealer vho originally sold ths certificate, ind1Ti· 

dual dealers vould still have an important stake 1n the sale, a~t fr<:D t.l>e!r 

~diato compensation. But tho preferonc.o tO!' ths o:-ig~l dealer acd tbd 

make vb1ch he handles vould hold only vhore the product competed favorab:, 

with other products v ith respect both to price and to q·~lity. Business 

would certainly f lov to the dealer and manufacturer .·'!:o offered euperior 

Each induatl-7 as a vhole vould or course be 1n eOIDOVhat the se:ce 

tiOll as an individual manutaet uro:t- v i th guaranteed orders, But the affects 

~ price oazrpetition are far different vhen it is the induatr1 rather ~ 

the individual onterpr1ae t hat has tho orders. The pri ority scheme vould 
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proTide the -.e of 111111tins d~d at a111 one tiM to the aft1lable IIUPP~· 

Thia would prevent run-ava)' pr1oee and a1111H a OOilliderable degree ot pr1oe 

oc:apet1t1on IUICIIf! 1nd1T1dual dealara and IIIU!ufaoturere. In raot, 1:he 111ten­

e1t7 ot price c0111petit1on can be deterii1Ded b7 the Federal Reaane bJ'4 

throush 1te pol1c7 111 till1n8 1te calla ot priorit7 nlllllbere. It 11 true tbat 

ehitte to the mcrre popular llll!.kee would be reetrainad b7 the taot that oert1t-
\ 

ioate holdere vhoee prio:r1t7 nllllibera had been called would have to wait ' longwr 

to sot daliTarJ ot :produota that vera 1n sreateet d.and. But a lituation 1n 

vhioh cert1t1cate holder• vere vill1ns to wait a 111011th or two attar their 

prio:ritT numbere bad been called to obtain the beet "b~" would exert •trons 

oc:apetitiTe :preaeure to:r pr~oe readJuatmente b7 other mnutact\IZ'erl. Salee ot 

produote which :!'ailed to OCIIIIPOte would be alowed down vith rea:pect to produc-

t1on aohedulea, v ith ooaaequant 1noreaaoa 1n ooeta ot production, atorase, 

and inventorr tinanoins. Aleo, the IIBUufact\IHr would loee praet1.se, vhieh 1 

~ a aubetantia.l tacto:r 111 cc:apetit1on 111 the cOilllmm' durable SOodl t J'll 
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The offer of a prior clailll to poot•var production to tboeo who b-.q 

poet-var·dolivor,y certificates also raises a n~er of dittioult ~uoat~. 

'llbat Jd.ndo of goods land t hemselves moat roadil;r to priority control? Rov 

tar can we afford to go 1n giving those who hold post-var-dolivor,y oartiti-
• 

cates the right to acquire goodo ahead ot those who need BUah goods tor the 

performance ot oaaontial services? WhAt cen be done to proyont t he pr1or1t1 

schema from penalizing those 1n tho mllitor,y services? 'llbat oen bG done to 

prevent speculators from acquiring priorities to large quantities nf I'<Ooda for 

resale at excessive 'Dricea? How can· unc0111pletod contl'I'Cta be aaaigned prior• 

itiea? 

Selection of goode t or poot-ve.r-dalivorz Bale 

Aa has e.lreaccy been indicated, onJ.:;r goods which aro no lonaer aveJ.l· 

able should be eelooted for post-war-deli vary sale, Most cons imler a vould 

probabl;r be unwilling to purchase poat-var- doliver,y cartificatoa t or goode 

that can be bought freel,y 1n the c'..IITent market . This is ~l;r beCiaWIB the 

appeal of preaant goods 1a stronger than the appeal of futuro goode of tho 

same type, and partly beoauaa the offer of priorities would be an empt7 

gesture when there is no prospect of a largo unsatisfied demand for tho g~ 

subJect to sale, 

Tllo other criteria for selecting goode tor the poot-var- del1TBrJ 

oale have bean SU88eated or implied 1n the preceding seot1one. ()1o ot 

these is a relativel;r high price, :Be causa tho ratio ot eolling ooete to 
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certificate valUbe increaeoe as the denomination of the certificate deoliDea 

1t ie desirable to 1~1t pcet-war·dbl1vel')' ee.lea to soode of eubetanti&l 

value , T'ne other ia ~nere.l oonsum&r aco.,otar.ca, 'I'I:e mere llllpOl't&nt the 

place a particular article hae in the consumption patte= a::d. tho liON sen­

oral the lmow!.edge of 1 te usetulnese and performance 1 the ee.oier 1 t will be 

to sell poat-war-delivor7 certificates for that art icle, 

But there is an eque.llt 1111portant crite%'4on that haa 70t to be 

discussed; i.e. , the appl1cab1lit7 of priorities to tbe d1etribut1on of the 

camnocllt7, Several charaoteriot1co ple,y an ~rttnt role in 4etem1n1na 

whether epec1f1c s oods lend themselveg rea~117 to priori ties control, 

I 

F1ret, the soode a~:bjec~d to prioriv control, however illlpor~t 

in the pattern of coneumpr.•un, should not be neoeae1t1ea of life, lor in­

stance, even if food met all the ot.her &tandnrds for poat- war-delivert salt, 

it would eearcelt be feasible to exclude tho~te who failed to b·q oertiflcatee 

fran poet-war food marlcete, 'lhio requ1re!iltnt is mot autcmatical'ly, however, 

if the plan is applied on17 to soods whose production has been d1ocont1nuod 

for the duration of the war. 

Second, there should be reaeon to e.n~ioipate an exoeoaive poet-war 

demand 1n relation to immediate productive capooit7. Unless there is such a 

prospect, there is little point to tho pri orit7 device , Tbe faot tGat e!vil• 

ian Soods will nor. be a-rUlable for the per~C'd or the var doee not neoeaearil.j 

aeeure a poet- war ahorteee of those soods. For instance. even thO\I8h air· 

Planea cannot new be purchaaed for ordinary civilian v.ee and the poat-var 
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dnum" will und.oubte~ be largo, the rea.dT oonvert&bilit;r ot our enotlDOuelr 

expanded taoilitiea tor produoinS mili t&r1 trllllepc:ct and tra1n1ns Planes 0611 

be expeoted to anura an adequate eupp]J' to eet oi v111en damez~d. 

1hird, the good.8 ahould be produced b;y a relat!vely te11 manutec­

turere. 'lhia would not onl;y tacillt&te the ento•·oemsnt ot priorhiee 1n 

the post-war period but would bcreaae tha benatite that would llccrue to 

each manutaoturor tran a large volume ot prepaid orders tor epooific t)r•a 

ot goodB. 

J'ourth, the goods should be auoh that large-eoale productton Mi ~. 

ooru~iderable capital 1nveeblle::1t are nooeaatuj'. It would be exceedill817 d1!­

t1oult to entoroe the control ot pri orities tor goodo which could be prod!le<c 

readil;y b;y a small-scale assembly operation, or in an ordinlll'y foundry, 

llhllet-matal ahop, or eleotrical repair shop. Moreover, it would appear to 

be andas1rable trom an economic and oooial stan:l.point to prevent the axpen­

aion ot amall- aoale production ot such goots. 

It 1a vith these cona1derat1ona 1n mind that tha recCIIIDOndatian h6! 

bean lllada to limit the application ot the plan at tho outset to autanobiles, 

retrigoratora, pianoa, oil burMre, ar.d nut0111at1o etokere, 'l'ht~ae goods meet 

all ot the standards tor post-var-dcl1ver;y sale, They e.re no longor gonsrsll1 

available to the public and post-var de:Dand tor them 1a li.Xal;y to ax.loed pro­

ductive capaoit;r tor cona1derab:te per10<la ot tilllll , ft.e1r prices are ralati"'ll 

hish; even tbe lovea t price-cU.sees ot refrigerators and pianos can prcperl:l 

be covered b;y $100 certificates. Tbey require largo-scale, oapi tal-1ntellll178 

production and the;y have been produced in the recent past b;y a relativel1 
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IIJiall nuaber ot .anutacturere. Altbouah theee soou are vell-eetebliehed 1n 

the coae1.D!!p'tioo pattern, thl7 are not neoeee1t1ee. There vill be ueed care, 

used refrigerator• and 1111d pienoe on the -.rllllt tor thoee vho O&DDO'I; 11.,.,. 

&10118 without thlee artiolee, and hand-fired tlll"Dacee can eene the ~e 

ot those vho tail to acquire poat-var-deliver7 certiticatea r,r autoaatic 

equipment. 

Theee Soo4a ehould repreeent onl;r the beg1Dn1na. It vould be UD• 

fortunate if the plan were not progreee1vel7 extended to other goode and 

service& which tall short ot the ideal etandaru. Careful exealnetioo ot the 

problema that would be created in each field b7 the application ot inltelaent 

aellina tor poet-war-deliver7 would UDdouhtadl7 indioate eolutione it the 

full cooperation ot the tradee concerned can be obtained. 

There are a nllllber ot t7P1e of CC118\Dere ' durable soou th6t -t 

the etandarde in all roepeots but price. AmOng these are waehina 111c!• inea 

and dr7ere, euotion cloanere, household eevina machillee, radio• and p~o­

graphe, camerae, and b.olllehold illotion-pioture proJectors. Although JanJ' 

models ot tbeee goode have been J)l'iced too lov to be read1l1 adapteble to 

poet-war-del1ver7 eal.e, the prioea ot othlr IIOdela have approacbed or ex­

ceeaed $100. It might be poeaible therefore to eubject onl7 the deluxe 

ao4ela to poet-war-del1ver7 sale. These vou.... probabl7 De the PIOdela which 

would appeal .a.t etroasl¥ to pcet-var-deliver7 purchaeere. If neo••e&rT• 

certiticatee e<ould be eold in dencainatione ot $10. 

tt euoh a eegreption b7 price-claaeee ehould be fQ\1114 to be 

practicab1e1 a nllllber of additicD&l !ielde vould be ~. The prinoipal 
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lbortcCD'D81' of 1tovea, ranees, and water-heaters for poet·var-dellTVJ 111 

are (i) the lov pr1cee of the che4per IJIOdela, (2) the fact that the7 11&7 be 

neceaait1ea under some c1rcumetanoes, and (') the aaae v ith which cer tain 

t.J'PIIs could be produced b7 bendicratt pr oduction. Rovner, all of theae 

bandicapa would be r<"".:"r~~. it pr1orUie• were applicable onl,y to deluxe IIOdela 

and the cheaper and l ese desirable modele could be bouaht 1n the open IOIU'bt . 

Studi es of the poet-war market have indicated that II8DT houaev1ne heve tbetr 

e~es firml.y fixed upon dura:ble water-haatera, made of copper or nickel auo11, 

and upon streamlined cooking rangea , done 1n colora or lisht 11111tala with all 

the up- to-date gadgets. 

Still anotbftr. goup of consumers • durable sood.a 11111eta all the steut­

arda except thet of widespread consumer acceptance. In this goup ~ olee­

tric dialnlaahere, bome air-conditioning e;yeteme, and teleTieion aete. llbile 

electric d1elnlaahere have been on the market for a 10118 tilllll, and many are 

1n use, tbe general public baa never been tully convinced of their praet1l>11· 

1ty. J'ew conaumere ba,;o bad an opportun1t;y to tr3 out a IIIOdern televis1m ael 

or to aJI'Pl:aiae ita worth 1n terms of tbe price asked. .llC'IIe a 1r-oondit1onill8 

ayeteme, while no longer a novelt;y, have not been installed on a o008iderable 

scale. 

It would be an important contribution to poet-war ~~~q>lo;,ment if a 

large market f or tbeee goode cpuld be de:veloped thro\18!1 aalea of poat-var· 

t\elive%7 certificates. The potent1allt1ee of television Ar! enormoue but tbe 

devel~t of thi• f i eld baa been prevented b7 tbe lack of rece1vJn8 seta ~ 
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the bands of the public, on one band, and the rapid obsolescence or expansive 

sending equipment on the other. These obsolescence charges can be borne only 

1f t here ia a large receiving audience. For electric dis~eahere and home 

air-conditioning ayatema, an enlargen:ent of the market vould permit price 

reductions , which in turn would further enlarge the market. Thus post-war­

delivery eeles, by creating a large volumo of prepai d orders, may be the key 

to unlock the mess toarket for th<.~se goods. 

The Job of selling such goods on a large seale vould bo difficult 

but not in the least impossible. Sales of television sets 1n particular 

would ehallenae the ingenuity of the marketing profession. But if .renufac­

turers of unquestioned integrity and technical cOI!lPetenoe offored to produce 

a television set that would uet certain standards or performance, and if t he 

broadcasting companies announced their intention to televise programs aa eoon 

ae sending equipment could be had, a well-organized campaign should offer 

real hope or success. In order to minimize the natural "sbow-me-firet- your­

vares" reaction, it might be desirable to eell certificates that would be 

valid eithor for a television receiving set or for a fine radio-phonograph 

ccmbtnation. In appraising the adaptabHity of such sooda to poet-war­

delivery sales, it should be remembered that mill ions of wage-earners are 

nov rece iving f ar larger incomes than ever before and the goode upon which 

these incomes would normally be spent are no longer available. under these 

circumatanoes, intensive sales efforts are likely to produce subs tantial 

results 1n fields that vould normally be barren. 
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Some aerTices voul! also be susceptible to post·var·deliTerJ ~. 

it 1110d1ti~tiii.B are cads 1n tbll priority scheliiB . For inetcmoe 1 pleu~~re 

crui~es an! toreisn· tranl 1 vhioh ha! vide spread cons\llllllr aooeptanoe before 

the var 
1 

have beon nrtually eliminated by the var . rhe Am&r1oan people, re­

stricted 1n their movements by autOJIII)bils 1 gasoline, and tire ration1ns and 

vesry of vert 1me shortages 1 can be expected vhen the war ends to be hungry 

tor the treedom and lu:.rury ot cruise ships, and cabin space is likely to be . 
1n great demand. It should be possible tor tranl agencies,. emDil8 the tiret 

bua1neae euualties ot the var 1 to sell post-war-deliver,. certitiee.tes tor 

oruieea and trans-Atlantic an! trans-Paoitic pe.e98.8es. :ror.eign tranl by air 

might also be sold tor poet -war-deliver,.. It railroad travel should be re-

etrioted, all-expense trane· oontinental tours. might well be covered aleo. 

Priorities would create the maJor probl~m 1n applying the plan to 

transportation services. It vould obviously be impractical to prevent those 

vho t ailed to pw;chaae post- var· deliveri oertiticatea f:rom undertalcing neces• 

IIBr7 business traTOl. This d1tt1cult:r lll1sht be avoided, hovenr 1 by roserv· 

ills H ct1one ot ahips or apec1t1o ehipa on certain runs tor cert1t1cate 

holden, or b:r reeerT1ng OllJ.3 the 1110et desirable acctl!!!!!!Ot\ationa 1n 1UXUX7 

tr.un. and ·1n trllllaport planes . 
• 

A:rrtrt Jeeps could also be eold ver,. readily tor pollt·var delivery. 

Soldiers vho have dr1T&n them have trequently expressed t he v1sh to ovn one 

after the var, and man,y c1T1liana h~ve had their tanc:r caught b;r their aull 

abe , atrioiency, and roueh and tumble qualit;r. When the var ende there v1ll 
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undoubtedl.T be man;r thousand• ot Jeeps in good cood1t1on tor vhioh the Arrq 

vill have no rurther uae and it OM be e:x;peoted that theae vill be ottered 

tor sale . The liquidation ot millta%7 vehicles at that time, hovnv , would 

have had econcmio etteots einoe expenditures tor thea would not o~te addi· -tional incomes. This untortunat s conaequence would be avoided to the enent 

that they could be sold nov and their purchase price collected out ct current 

incomes . 

Residential houses are by tar the moat ill!portant type or consumer a 1 

durable sooda and the potentialities ot their sale te»: poat•var de.Uveey, 

both trom the standpoint ot currant detlationar;r e:rtecte and trom the stand· 

point or peaoa-time reconstruction are enormous. Tha ditticultiee ot apply• 

ins the plan, hovevar, are also sreat . 

Tho problems thatvould arise out ot the application ot priorit i ee 

vould constitute the pr1mary handicap, Production or houses ie localized, 

and it vould be h1ghly unlikely that cart11'icate &alee would be d1etr1buted 

in accordance vith construction facilities in each cOllllllunit:y. Coneequently, 

if priority controls vare exercised on a nation-vide baail , there would be a 

ohortase ot supply in relation to certificate de~~~~~nd in ecae plao .. and. an 

excess ot supply, with reoultinS unemployment in the buildinS tradee , in 

other C'"D'mi t1eo, Moreover, evan 11' pr1orit;r numbere were called 1n 

relation to the demand-supply situation in each localit;r••a polio;r vhioh 

would be exceedingly ditficult to adm1niater••control would be "f'irt~ 

llllpOasible becauas ot the larse number of -u builders and. the d1:rt1cult;r 

or eetabl1ah1ns standard priooa tor non- etand.ard 1300da, 
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If prefabricated houaoe should be offered b7 a few manutaoturer1, 

thooe problema would be avoided. Poet-war-delivor1 sales of euoh houaoa WO\lld 

fit nicelJ into the plan :rroposed here. For homes tbe.t are to be built 

locall71 however, it would ap~ to be necesear1 to eliminate tho prioritJ 

feature . While priorities to poet-war production appear to be eeaontiol at 

tho outset to stimulate widespread public perticipation in the plan, it ~ 

be possible, once consumers have been oduco.ted to such purolle.eoe, to eliminate 

the offer of priorities in order to cover goode which do not lend thamsel•es 

read111 to pr1or1t;y control. 

Instalment selling for poet-war deliver;y should be limited, of 

course, to soods that are des1snod prime.ril1 for household or personal use. 

The field of producers' soode should be avoided. This means that passenger 

care should be incl11ded., while trucks and bll8ses should be oxcllldod from tbll 

plAn; that rotrisoratcre of tho shoe c""""""'l;y uaod b;y bouaoholde shollld be 

incl11ded, and tho shoe comcml;y uaod in hotels, reetuarante and butcher 

shops should be oxol11ded; that oil burners and automatic atolalrl doeisned tar 

-private homes should be 1ncluded and thOle doUsnod for thoatroe, apartment 

holl8ee, bll8insea b111lll.inse and factories should' be excluded. The need to 

diatinguieh cone\II:Ox ~..10'\s fr0111 soode of tho - cleas t b&t are 111ed ~ 

inantl;y for buainoee purp01eil baa ariaen in cCIIDUIOtic:n with tho reglllatico o!. 

consumer credit and the precedents established b;y ' tbe Federal ReeerYe Board 

for thie p11rpooe will be helpful in definin8 the field of poat-var-deliver1 

oalos. 
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ETen attar the excluaioo ot goode epecUicallJ' designed tor 'buaineu 

use, however , there ie still the problem ot an overla'l). J'or wtance, paeeen­

ser autamobilee ot the types senarallJ' uaed tor personal and tui~ transpor­

tation are aleo uaed b7 police and tiro departments, b7 phyaic14NI, 'b)' public 

ut111t7 oampanioe tor 1nepeot1on, repair and collootion eervioee, b7 ~~~~nurao­

turers and vholeealere 1 or tho transportation "• \le-, eto. Hotel rocaa 

maJ be equipped v ith radios that are common~ ueed t or houaehold purpoeee, 

end retrigeratore ot houeehold ebee ma1 be purchased in quantit1 tor uae in 

apartment houaee. 

No·matter hov essential the services vhich the7 render, there vould 

appear to be no roe.eon to exclude ~ sroup tram the oparation of t he prior­

ity eyetem, provided that purohaeee ot cert1t1catee vere teuible tor that 

sroup end tho objectives ot the plan vould be served b7 campellin8 them to 

acquire priorities 1n this vay. For 1netanoe, ph7eiciana could purchaee 

automobiles tor poet-war-deliver)' Juat ae read1~ ae thoee vho wanted care 

tor purel7 personal uae; and the economic etteote ot advance purchases by 

ph7siciana could be expected to be generallJ' eilllilar to thoee or purehaaee 

b7 ultimate conaumere. The aame thin8 vould hold true f or other proteaaional 

people, tor fa.rmere and tor small buatneu IIIBn. Moat or them uae p&e8tlll8!1r 

aut<DObilee both tor bueineee and peraonal purpoeu. To exc)J,I4e thaa not 

onJ.,y vould be unfair to those vho von oc:a;pelled to pe.)' 1n adftll08 1n order 

w assure prOIIIPt delivery, but aleo vould minimize the detlationar;r etroot• 

or the plan, since proreesional people, f&rlllllrB an4 -11 buaineee ,aen, u 

. vall ae ultimate cone~a~~re , are like~ to thre&t tbeir ~t p811118Dtt aa 
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ourront -.xpcnditurvc . 

Whon wo ooznt.. to. lo.1·go buoinosc ontorprisos, tho si tuattion i~ 

eom..>~·h~t difforont. Thee• ontcrprieos, with their D.dvnnced. o.ccounting syat<Jl!l!, 

would. undoubtedly t~o.t post-vnr-d.olivory pnymonts o.s capito.l invoetmont~ . 

::or.eoquontly, unlose shortoeos of cash compol rostrict.ion of otber oxpond.it~n-ee 

in ordor to provid" funds tor 1nsto.lmont J)ll:;monte, cortifico.to purcho.sos ~Y 

this group would. not bo doflo.ti ono.ry. Novortholoss, boco.uao of tho d.ifticulty 

of distinguishing botwoon produotivo o.nd. conawnptivo usos of goode in tho 

protosaiono.l, o.ericultural and. smll buainooe fiolde , it sooma doeiro.blo to 

l'Oquiro p:!rticipa.tion 1n tho plan by o.ll buainoss ontarprieos which may vieh 

to obt:::in prompt doli vory of goode subjoct to post-wo.r-d.oUvor y aalo . 

Thoro io ovon groator roaaon for s ubjecting purobneoe by public 

~~oncioe t.o tho roquiromonts of tho plan. Tho c.ccounts of a to. toe , counties, 

3nd. mun1c1p3litios oro gonorally kept on a cash, ro.thor thnn on un accrual, 

bee is. Tboro. 1s uauo.ll,y o.n effort to koop curront oxpondi turoe within tcJ: 

t'Ovvnuos . Ulrgo ca,pital outl<lys .c.ro gonoro.ll,y fino.ncod by apoo1f1c bond 

isouos, but purchaooa of cutomObiloa o.nd othor consumers' d~bl~ sood.s arc 

likel y to be tro~tod o.a curront oxpondituroe . For this rocson, inet~lmont 

purohceo~ f or post-war dolivory by govornmont cgoncioe woull undoubtedly 

hnvo c d.oflntion.~y oft oct. 

Somo ox.copt1001l, howovor, IIIUBt bo m:ldo. Nov bueinoeaoa will be 

nood.od to stimulo.to pr1 vc.t~ cmploymont in tho post-war period, o.nd their . 

duvolopmont should not bo rut<lrdod by thoir 1no.bil1ty to buy noooeeo.ry e quip­

mont. For soma typos of ontorpri~os . cutomobilo priorities might provo to bo 
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a serious bandicap. Alao the conatrw:tion of e.part=nt houses, the nead fnr 

v!Uch ce.nnot be accurately foraoeeu, should not be preTen.ted by the inabili ty 

of builder& to eqUip ths v1th ret:rigere.tora . 

The right to exmrwt purchasers t:r0111 the priori ties Gyatam should 

rest vith the Federal ReserYe Board. So lo:la as 'tile ort'1ce o~ Price Admin· 

utrat1on and its local War Price and Rationing Boards r!lm1n 1n existence, 

the Federal Resern Board might vell establish general rules for excaptions 

and dalege.te aCimin!atre.tion to OPA and the Boards. Thereafter, tha Fadere.l 

Raaerve Eanks might vell become tho admin1strat17~ ~y. 

Tvo testa for axemp~ion aussest tbllmcalves: (1) tb8 illlporte.noe to 

the community of the uae to which the GOOde voul.d be put; 8lld (2) the 

1nablli ty of the appl1ca:1t to !'ore&ee the need for tha goods and to provide 

for tham by bu.vin8 post-var-delivary cortif!cates. llatura.l.ly thuae permitted 

to acquire goods vi thout certU'icatee vould not !>a anti t!ed to a discount. 

Protecting the mUitarv forces 

It vould be Unfortunate indeed if po~t-ve.r-~elivory sales operated 

to give civil.ie.na an adve.nt&8e over the militar;y forces 1n post-ve.r merlcats 

for OOI14umers• goods. :But there is no rcoa~on vhy this shO'..tld "ue eo. 

Soldiera., 84ilore, and .marl.nbu could, of couso, entor ina4;all:Jellt 

Purchase contracts like anyone olae. The prmcipol he.r..dioap to their partioi­

patiOD lise 1n the fact that their t=omea are- senen1llJ' lo>-er tlllln tbo3& of 

C~ble oivilU:no. This disadvantage, hovevtll', can oe overoa:ae b;y offertns 

the military forces long-term contracts, by IIII!Lldn(l sales thro~ personnel 
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officers, chaplains, the Red Cross, and the U.S,O,, and b7 making collect!~~ 

through :PSTrOll deductions . 

BT 1·educ1ng monthlT p~nts for the uniformed services to halt thiJ 

~ts required of civilians, goods subJect to pos~·VAl'•deliverT asle COlWI 

be brought vi t hin ready reach of those in the love at se.lar7 gl'ades . The &1'01~· 

anco of commissions tor sales and collections vould eliminate dovn payments 

and give certificates a cash value equal at all times to the full emount paid 

in. This vould parmi t 111111 tary personnel to buy certificates at lover Pl'icca 

than civilians. Treasucy pe.yments should be reduced to l/?> ot the amoun~ 

p~ble on civilian certitic~>tes to CCGpBn&!t.te tor t!:le Blll8ller 3m0unts aTail· 

ab: e to the Trsasur7. But these p8Jlll9nts vould be added to tho emount paid 1n 

b7 the purchaser in detsrll11ning the cash value of militar7 cortificatss upon 

maturit7. After adding the TreaeU17 ~nt, the lllerchandiso value of theae 

certificates vould be 1ncreaoed b7 ton per cen~ . The 1111l1tar;y forces vould 

therefore get a better deal than civilians. 

So far sa the oottle against inflation 1s concerned, it is Just aa 

useful to divert purchaeing pover of 111111tar;y personnel from the current 

market for goods as to do the same thing for c1vil1ane. Tho matt er has becQ¥ 

more important sinoe the recent incree.Ds 1n the baas- pay of the various !18ht· 

1ng aervicu. This increase has not onl.T added substentiallT to their pur· 

cbuing pover, but baa provided a surplus bo1ond ' tho traditictlal standard o! 

expenditures of men in the ranks, fran vhich aav1nge can be dravn vit.o~out 

hardship. Since the great maJoritT of enlisted men have no dependents, the 

additional funds are likel1 to be reflected to a considerable extent in ~ 
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8:rpen41turee of doubttbl eoctal 'f&l.ue. It vO\Ild. pro~bl7 ~ a boon to tboae 

111terestsd in liiOl'&l.e &lid d1eo1pl1ne, u vell u to the 111111 ihaMelne, to 

have a plan vhich vould IIIIIC0\Il'll60 the vithholdizls of part of their pq tor 

goode that the;r ou enJo;r 1n the poet-war period. 

:Because ot tbe diffioult;r of reaob'DB quiokl;r lll1l1tar;r men in 

roretsn &ervioe, such men ahould be entitled to the l.oveet pP1or1tj J111111ber 

if tbey enter inate.J..ment contracts ezrr time v1th1n six IIIOJlths of tbe initia­

tion ot the plan. It vould •- proper aleo to g1ve all men 1n the tiahtina 

services lin edse over Civilians by d1stiDBu1Bhina tbeir pr1or1t;y ll\llllbar &I 

1A1 2A1 eto., as compared vitt ..B, 211, eto., tor o1v111ane. Thh vould also 

permit a more refined adJustment between "-nd and su.ppl;r b;r the adminietra• 

ttve agency. 

Preventing epeculatton 

It se81118 desirable to diaoOUl'llge the purOli&Be ot poat-var-dali nr;r 

cert1tioates tor t.he purpoee of reeal.e ot tbe soods when production 1e re-d. 

Without such restraint there might readil;r be 11 large initial rush ot instal• 

ment purchases b;r buainass enterprises or 1nd1Tidual. inVeetore 1n anticipation 

ot the l'esale of goods to non•oertitioate holdare at a substantial profit in 

the poat-var period. Thta vould risk giviDB a l1JII1ted n11111ber ot 1nd1Tiduala 

a IIIOnOpO].istic poet tton 1n the poet-war tree markBt tor .sor>da eubject to 

priorities. It vovld also miniMize the economic objeottvee of the plan, s1noe 

BUCh large-ecal.e purchases, evan though paid b;r inate.J..mente, vould UDdoubted­

ly be treated as investments to be fi.naiiCed out of capt t al ao011111Ulat1ona 
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ra,tber tbalr u an expeDdi ture. to be paid out ot olln'1IZ).t inc.cae. 

The beet uana ot preventin8 purcbaeee tor resale would appear to 

be to ltmit the ·number ot p011t•VV·•del1ver)' certificates whlch cOuld be illlllled 

to ezq one person ar corporatiOD. Each pereon ar corpore.Um should be abls 

to b\1,7 only ODe pr1or1t7 certificate tor IIIICih t7P11 of goods ccrrered b7 the 

plan ar one priorit7 certificate tor each euoh article ovned b7 h1lll at the 

t1111e ot enterin8 the pl.lrChaee contract. Since the aeaisnment of l'r1oritr 

nUIIIbDe would be conko!l.ed b7 the Federal Reserve llanlca after the inatal­

~t pa;JIIIIIIlt contract bad been completed, the rialat ot diacOYIIr7 and ot lees 

ot ·prioritJ would probablJ prnent attempts to acquire priorities to large 

ot care. 

The 11m1 tat ion of purcbaees to the nlllllber of articles nov ovned 

seems to be the most effective W&J ot dealinG vith business enterprises vh1ch 

llligbt vant to bU)' certiticatee to replace their passenger car fleete ar vith 

le.ndlarde vho lll1gbt want to bUJ certiticatee to replace refrigerators, etOYes, 

&nc1 otber household applianoee 1n dvellinM ovned b7 them. \/bile the pol1c7 

ot penUtting thoee vho ovn a number of pleaeure care to acquire an equal 

number ot priorities lllight be questionea. the nUJill)er ot such burere ie not 

likel)' to be large and the adlllinietrative difficulties inherent 1D any effort 

to dietingui.eh between bua1neee and personal usee vould aeom to outweigh the 

deeirabilit7 ot a t'urther 11m1tation on purchaeee b7 those vho ovn several 

care tor purelJ' personal use. 

It ha.e been previoualJ suggested that priorit)' certificates ehould 
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be non-aeeignablo. Th1a ae- 1lllportant not Cll\lJ' to prnont bon'01tina 88111Dat 

tho collateral value of tho oort1tioota 1 which would lll1nill1ho tho aoon01111o . 
effaota of tho purohaoe but aleo to prnont tho acqu1e1t1011 of oert1t1oata• 

b;r apeoulatoro. Once in.tta~t ~ta liad boon ocaplota4 an4 priorit7 

n\llllllora bad been aea1sned, it would be dittioult to pz'tltont opeoulatora trca 

b\Q'ina up cert1t1oatae 1f the7 wore then troel;r e.aoisnable. 

On tho other band, thoro would appear to be no roe.aoo. to prnont 

tho resale of gooda eubJeot to purcMIJo, even if it were foaaibla to do 10. 

People 'a cireUIIIIItanooe chango. In tho poet-war period, eamo certificate 

boldoro will: no longer want tho goodo to which tho:r ban clot.. while other 

poreona who failed to purobaeo cert1t1catoa will want the goodo tbat other• 

cCIIIIIlalld . It would be both foolbard;r and unnocoeaar;r to ti7 to ltoop blQ'ore and 

aellora apart at thia point. 'When goode uo road;r f or dolivor;r, tho poraqn 

who baa acquired a cloill1 to them through foreaight and thrift ehould be able 

to aell at a profit to an;r poraon who then wo.nte the goode :mare tban the orig­

inal b\Q'or. It would appear thorofare to bo Cll\lJ' a matter of practical ooo­

vonionco to permit tree nogot1abil1t;r of oertif1catoe after their priorit;r 

numbers bavo boon called. 

:By deforr1na tho nogot1ab111t;r of oort1f1catM uatil their valida­

tion for purcbaao, it eoeme likol;r that tho development of largo opaoulotive 

• 
boldinge call be avo'S.dod and UDConscionablo rooala pr1cae can be prnentad. 

Instead of a concentration of free-market goode 1n tho banda of a relotivol;r 

fev enterprises, there are likel;r to bo largo numbora of poreona road;r to 
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giTO ~P their ol41me for a IIIOdoet profit. Moreovor, tho fiU.l ooooOIIIio ad.YU:n­

tasoa of tho plan would by that time havo boon aaaurod. 

Troatmont of incomplete pcymonte 

Tho plan of 1neto.lmont aollin13 for poet-war doli vory contom.plGtoa 

tho cooianmcnt of priority numbers attor tho lGSt ~ymont has boon mo4o. 

When tho war onde, nov post-vor-4olivory eGloa would bo stopped; b~t po,ymont1 

on oxistins con=t.a would bo coro+tnuod. B)' tho timo production hGS boon 

roswood and etoclaJ of 8QOdB hGvo ?Como n~ilablo for rouil distribution, 

1111lliOQII of ~id-up cort1ficntoo boGrUI8 nppropr1nto priority numbers would 

pros\IIDC\bl)' have boon issued. Aa oar!)' priority numbers nro c:ll.l.od end 

oortifiontoa c.ro oxo~~C.ngud for sood.a, it oould be oxpootod. that poymonto 

would bo oomplotod on other oontrnoto enG a44it1onal poid-up oortifiontoo 

would bo iaouod. Conaoqoontly, inotnl.mont oontrnots subject to poymont vllon 

tho vor onds would gonornll)' hnvo boon o~otod boforo goode hnvo booomo 

c.vnilo.blo for doli very to tho eo purcb.:laora. 

But these oxpoctntions would not bo roalizod under nll oircumatoneoe 

Since PQj'IIIOnt echodulce on eomo ei vi linn eortifie:1tos would extond. for :18 

lens na 24 months, it is full)' conoo1vc.blo tho.t eivili:m production 11118ht 

be roaumod boforo tho f~l pcymcnt wua duo on nny contrcct for tho purohnao 

of ouch oortifiontoa . A o11111lnr eitU:ltion could ariao if cortificnto BGloo 

voro DIIIOll 1n rol :J.t.ion to production capcci ty. In ~he lattor cGSO poid-up 

ccrtificntoa mieht be oxho.uetod bororo pcymonta had boon oompl<ttod on nll 

controcto. 
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~ro 1mll0rtant is tho eitWltion or mllitary purcbudre, vhtro pay­

mente would be spread over e. lonaer period. than thoao of ciT111o.na • . :Even 

thousb an ample number of civilian certificates should be e.vail.Abh to ob~o;·b 

pr?duotian1 membera of the m1l1t6rJ forces whoso paJlllllnte had not Itt !>:ten 

completed would be entitled to tlie - priority aa ciT111an cert1t1ce.te­

holders vho entered 1netalmont purchase contracts durins the eue 80Cth. 

For these ree.eono, it ie necessary to provide tor the ieeuance of 

certificates end the aoslgnmont of priority n\~oro to purchaeere vhoee PBt­

mente have not been eomple . .1d. 

It is proposed tha t vhenever tba number of pai.d-up certificates 1e 

expected to beinadeq~~ate to •b~:orb production, the Federal Reeene Board 

should direct the Federal Reaer¥e BanTa to instruct sales fine.nce asenciee 

' ( to forward accounts subject to PB11118nt for the iaawmce of certificate& ~ 

priority numbers and to notify purcbuera to discontinue PBJ1!1DUt& nt'tor a 

certain date. Accounts would be called in order of the mont:\ 1n which iluotal­

ment -.ontracte vera onto red l.:lto. Tho purcb4acr voul.d reeei 't'8 a pu-tial-~­

lllllnt certificate hoving a co.sb value equal to tho Sl>Ount of hie peJMnta, 

lose accrued delinquency cbnrgos, and a merchundiao value te~ peroont greater 

than 1 ta cool valuo. Priority numbers vou1d bo eeaiE,ned. 1n tho 8111110 va:t o.s 

paid-up cert.ificateo. Tho part1a1-~nt. certificate. woul.d therefore pro­

vi de tho 8Bm6 priori t.y to goods as paid·\:P col·t.1f1cutc.1 but ita caah atilt 

merchand1ae value would bo leas tha., thoea of :t:ald-up cort1t1catee • ])1.tfer• 

oncos botweon the msrchendiso value of pertial-~nt cortificatee an4 tbo 
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p\IJ'Obaee price of goode tbt vhich the;y are exobansed vould be eettled b;y oaeh 

pa:r-te ar b;y credit arraneemente. 

It ill propoeed alao that military accounts be oloeed upon tho dis­

obarge of the p\IJ'Obaeer fr<D the m1l1tery f oroee. Payment recorde vould be 

forvarded to the J'ederal Reeerve llanll:8 tar the issuance of partial-P&r<lletlt 

oerttt1oatee. Thoee vho r8111!l1n 1n the m1l1tar;y forces and continue their P&J'­

~t• ehould be notified whenever the Federal Reeerve Board anticipates call­

ina priarit;y number• to vhioh the;y vould be entitled by virtue of the dato of 

entering their oontraote. They should be given the choice of cOmplet1n8 t heir 

pa:r-te ar ot obtaining partial-payment certificates. 
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M!XliWfiCS Of TBI PIAJI Ill OPIIATIOI 

All the eeaential e1-te 1D the pleD of wta~t eellina far 

poet-var deliT!I%7 ban nov been deecribad, ~ 111nar operat1Jia details han -70t to be added.. CCIIIIeqiMIDtlT, it •- desirable a~thie point to c~~~;~lete 

the p),ctllr8 ot the meobanica ot the plan b7 allovina bow it vould varll: 1D 

pl:'&(ltioe. 

X..t U8 Ull4ertali:e firet to deacribe CbrCDOJ.osicall7 in sea-11&84 

ten8 the ftriQWI etepe iDTolTed 1D purchae1Jia so<>4.a far pcet-var del1TC7 

and. then to follov a tnical transaction tbr011$h frc:a application to dellftl7, 

tar II!Uih ot tu ftriOWJ participante. 

Inatalilent ccotrai:ite . 

Tlle f1rat 1tep in the pleD il the a18Din8 of an inetalment contract 

tor a pcet-var-deli<rer7 certificate. The 1n1t1atin '&7 c~ either frCD the 

purchaa'er or frca a dealer. Since the pleD · should be put into effect vith u 

'IIWoh ,ubl1cit7 aa poaaible, DBnT proepeotin purchaeera can be expeotec. 'to 

applT to dealers frca vhc:a the7 han preTioual7 llade purcbaeea. After the 

flrat rueh of auch a pplicants ill OTo:-, bixeTor, ccotrocts aro l'IOre llkBlT to 

er1ae ae the reuult of aolic1tation b7 dealera and their ealeiiiiiOil. 

Inatalllont coniracta allould be &de 1n dup:Ueate ..m :forM euppl1ed 

to ·dealer• b7 a uthori&ed ealea f1nance asenc1oe. The fa.-m:; abould ccafora to 

a atand&rd preecribed b7 the J'oderal Reeerft Boord. The clealer ebould haft 
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the ri(l)lt to ohooee the eales finaDoe aceno.r w1 th which he prefers to deal, 

Thus, en automobile d.oaler eelline General Motors care lllight ohooee to do 

bue1neee with the General Motors Acceptenoe Corporation, another Balsa fi­

nenoe o~, or with a looal bank, proTided that each c4 the .. 1net1tu­

tione had qualified rl th the district J'ed.eral .Re88X"f'9 Berllt. 

'nl8 contract form should gift the DSM of the 88$DO)' wh1oh ieeuad 

it, It should proTid& apace for reoOrd.ine the date, the DSM end ad4reae 

of the dealer, the neme and business and home addreae of the purohaaer, tbe 

DSM and address of a benefioiBr,' A ot a contineent benetioia%71 to wham 

the certificate would renrt 1n ce.se of death, I t ehould indicate the ldnd 

and denam'net1on of oortitioate subJect to purohaee end the date when the 

puroha110r wished hie ~nte to caoe due , i . e. 1 tbe ~ot:h. 20th, or ~ of 

each month, Each purchaaer should be required to state that he wilhee to 

b~ the goods !or u~ and not tor resale 1 end he should be uked whether he 

baa entered a preTioua contract tor the 8111118 kind of oertitioate. 

A BBparate contract ehould be made for each 1;Jpe of goode. Bllt it 

the pure~ wishes to b~ senral autallobilsa or retr1gorai".oro or pianos, 

theee should be oonred b.r a Bingle contract. In suoh. oasee, t.h•.· applicant 

should be required to state the number ot such sooda which ho'l proo-:m~l,v ovns 

and the uaa to which the.r are put. 

At the t1me or sxecutine the contract, the purohaear would make a 

cl.own-pe.Jlll8nt, Ta%71n6 with the dencn1nat1on ot the cert,it~<:ato, end J!l't a 

receipt traR the dealer. The dealer would keep tho dOVI:.-pqment u hie 

1ni tial salsa commiellion, acknowled.se i te receipt on the cont:-act rorm, and 
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aend the original copy ot the contract to the aalea t!.n&ulce aaeno7, 

Contracts vould be ton.arded by the ae.lea t1M:r.ce a~il'l8 tc. t t.e 

Federal Reserve Banlal, vhero the7 YQuld serve tour pux;:oooa. Fil."et, tb,:r 

w~uld provide etatietioal 1ntormtion ooncern!.ng the nw:it-er or verioua t .;:;;>ec 

ot :;;>ost-nr-dol1Yery contracts that h~d b~e!l e;;ocuted. Periodic pul:!!.cat!.o."' 

oi' totsle by typos of goods and b;r e.roao vould be likely to atiJculAte f'Jrtlltn' 

purohaeos, einoe it vould remind those v ho bed not entered t\IOh ccatracte 

ot t be grow1n8 number ot pr1ol' ola:Lms to poet•war g<>'>de. Second, they vould 

reveal purchasos b-01'1 cever: ~ dee.l.e!'o, ther~by ::n'eventiJ:g m:ltiple bu;r..!lll 

tO!' speculAtive purposes. Third, they would ))%'0\'He protection 888>inet de­

falcations by sales fine.n~e e.se:l?!ea. !Ctowl.edao of tho nw:.ber and Yal\'.e of 

accounts subject to collection vc~l,\ permit the Federal Rc.r~r-•e l'>a:lk to 

assure that the ~D~t ot the bonG oro~ ~Rercw aecuritiea ia euttic1~to 

cover the liability of eaeh s~t-:i.eo fi.na.-'\ce agency. Tr~ssic.n of contract• 

could be enforced by 11mitin8 the initi~l ~U4ntity of ~yment boo~ turniehod 

to sales fine.nce o.ge.."'C ies and by send ina addi+.ionul bool!s only as contract• 

e.re received. Fourth, ttey could b., ~od to teet colloctiono. It rocoip,.s 

t'rom any sales ti.!l&.:ICe agency should tall subotantiallJ' below e.n .. ic ~J)l.ti:>ne 

baaed on ito contra"t.e, the ios~ina ag,nc;y •Y either be vithholdin8 tunda or 

failing to follow up delin~~enoios. In e ither cas~, action b;y tto Fedoral 

Reserve Bank would be called tor. 

Collections and tr~fl!rs ot f'l'.nds 

The ealee tine.nco aaency that reeeins the contract fr<D tbe de&ler 
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would issue a pa7Unt book to the purchaser and open a ledger accdUnt tor 

him. Payment books should be printed tor eaoh kind and de::~omilult1on of 

oerttlicate. They should indicate tho dateo when payments Bl'O duo and con­

tain coupons al:o-o~in8 the amoll!lt of each payment. They should give the ~a 

of local collection agencies to which cash payment can be ~rade and t he n:.:oaa 

of ths aalee finance asency to l(hich paymonts can bo made only throUSh the 

mail. The sales finance egcncy vould send the pa;yme::~t qook to the dealer for 

delivery to the purchaser. 

If po.;ymente ars mde in caeh1 tho purchae~r would take hie pa)'llliJtlt 

book and cash or a check for the pa~ent to one. of the local collection 

asenciea nal!led 1n the pa1lJIC:>t book. The cashier would ac~pt tho paymen'li, 

stallq) the date on tho coupon an:l stub, i!11t1al the stub, er.c!. tear out tho 

coupon. The local collection agency voul:l. record the serial nU!!Ihers and for­

ward the coupons t.o tho ealee finance age:10y vitlt its checit for ths total 

value of cou,;>ona received, lees collection fees. The coupons ·.rould then be 

•~eed by the iaeu1n8 asency to poet to custar.ers 1 account3. If ~:>ta are 

made by mail or =ey order 1 the coupon ehoulol bo DZilad to the sales fir.ance 

agency with a chock or money order for tho payment. Acknovled£!1110nt of a:JCh 

payments oould be made on a penny postcard. 

Sales financs agencies would m1nta1n a ledger account for eMh 

purchaser, They would aend dcllnque:tt notices to purchasers whoas pa,menta 

were two weeks past due. A second notice callin8 attention to Ule pronsio:l 

of t he contract for dsl1nquenoy chargee and for the deferment of priorities 
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should be aent tvo weelal later • It ~t bu not been reoeind bT the end 

of a turtber tvo-weelal per iod, the aco~t ebould be· referred to the daaler 

!or !Urther ealea e!!ort. It JD.ight be desirable to prOTide a uane of adJuat-

1ng contractu t o l011er oerti.Ucato values wherever purohasera find th-elna 

unable to keep up t heir payments. 

Local collection aeenciea would trane!er fllnds and OOII:goDII to 

1stu1n8 aeencies weekly. P:reaumabl)' each local oollaotion aeenc)' would deal 

with a nlll!lber of sales finance aeenoioe. Oonsequentl)', 1n prepar1J18 theu­

veekly reports, coupons s hould be sorted and serial numbora listed b)' the 

name of the ealea finance a gency stamped or printed on the back. 

Each sales f inance aeenc1 should report monthl)' to ita J'ederal Re· 

servo Bank or branch, ah0111n8 the total amount pa)'llble that month on ve.riou.a 

typos of oertifi cates, the amount of paymento collected, and the amount of 

commis sions withheld by it for ita own account and !or t he account of loual 

collection agencies and dealers . When instalment contracts have been ccm· 

ploted, the &alee f~o · 11811D07 would alae report the amount of deL\nqlle'Xy 

charges collected and the -e.mount withhold for commissicna. A chsok for the 

amount collected lese c~asions withheld should accampaD)' the r eport. 

The Feder al Reserve l!anka would credit receiptP from aaloa finance 

aaono1es, less their own commissions, to a sp6<:ial poet-war-deliver)' aceo\D\t 

1n t he name of the thited states Treasur)'. The Banlcs would sand noticoa of 

credits to that account to the appropriate o!!iciala of the Treallur)' Depart· 

l!lellt . TheT ahould report monthl)' to the Federal Reaerve Board, g1v1n8 
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s\IIIIDle.rieo ot tho monthlY reports of ee.loe financs agencies and shovine the 

amoun,; credited to t ho account of the TreasU%7 during the lllalth. 

\'bon po.yments have lleon CO!ll})letcd an 1U17 instalment contract, the 

sales financo oaenc:y would calculate tho number or delinquent pa1J1111nt ~ .... 

It total dBlinquo:1c:y doos not exceed the c,race period elloved 1 the card 

ebould be ::arl.-od with tho priority number approor1Bte to tbe date ot ent17 

int o tbe inott'.lment purchase controct c.n~. sent to t he Federel Reserve Bank or 

branch. It delinquency oxceodl' 1e grec«: period, the sales finance agenc7 

would compute the delinquency ch:u-aee o.nd notify the purcbeeer that t hey ll!U8t 

be peicl. before e cortifice.te oen be isliued . '!hen tho delinquency charges 

beve been peid1 the sales finance ecency would send the ce.rd with a defetTe~ 

priority a esia:nment to the Federal Reserve Bank. The deeler ' o aecondary 

commissions would be peid per1od1ce.Uy or upon completion Of each instalment 

contract . 

Upon receivinS the led{:er ce.rd the Federal Reserve Bank should 

check the calculationo of delinquency chere;ee o.nd the prior1t:y number. It 

the delinquency cbaraes were inaccurately calculated b:y more tbBn 10 cents, 

the ee.les finano,o aeenc:y should bo re(!u.ired t o 1mko e:9Pl'opr1Bte adjuetmenta 

with the purchaser , It tho delinquency cbe.rces and priorit:y eeeignments ere 

accurate, the Federal Rosorvo Dank would issue a poet- war-delivery certificate 

eboving the kind of goode subject to ~urcheae, the denominetion or tho 

cort1t1cc.to1 and tho name and address 0: the purclleser and his continSBDt 

benoficiarioe, The cort1t1ce.to should 1nc:Uce.te its ce.eb value before an4 

after i ts priorit:y number had been ce.lled. A JZ.Dutecturer• a credit coupon 
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e)lould be attached to the cert~1cate. 

The certific~te vould then be eent to the dealer for deli 'fery to the 

pun:haeer. The dealer should require the purchaser to s1gn the certificete 

eo that hia counter- e1gneture can be COJIIPored 'l'M'ore goode are deli'nlred vhen 

the cert1fioete i8 presented 1n exchans• for soode. 

Deli very or soocl..a 

When production ie resumed in t he poet-war period the Federal Re­

serve Board would authorize t l ~nipment to dealere of initial 1n'nlntoriee of 

goods eubJeot to priorities in •ccordance vith any ech- propoeed b7 llllli!U­

fectursrs vbich appeare equitable. The method of diotributin8 1nventoriee 

ebould, however, take into considerat ion the seoerephical distribution of 

poet-war-deli very certificates end the t~ required for transportlltion t'r'ciD 

the point of production. Arter the initial 1n'1'811tory bee been distributed, 

further ehipmenta tram fectories to dealers ehould be permitted only to re­

place goode delivered on poet-war-delivery certificates. 

As soon 88 an initial inventory, somewhat larger than tho nllllll>er of 

holdere of prior1t7 nllllll>er 1, baa reeched dMlere in all perto of the country, 

the Federel Reserve Board would declare certificates bearing priority number l 

to be valid for obteinins delivery. If the number of euch priorit1 certifi­

cates should be exceptionaU,. J.arse, the cleae could be divided by call~ 

on1J number lA certificates, i,e., t hoee eold to men 1n the m1litery forces. 

The next priority number should not be called until additional fectory pro­

duction had eq\Ulled the total number of certiticstee bear1ns that priorit7 
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mabw, , T~er, the call1n8 ~ eucceaa1ft pr1or1t;r nlllabora tor ~iou 
\,'Dea ot soo4a aholllcl be clatel"'lined b;r tbe Tal- ot production 8114 'b;r tbe 

n\akr ot oert1f10-"tH bMr1ll8 thoea priorit;r nabere 1n each :f1e1cl. All.oot. 

- llholllcl be .U tor thoM vho vUl postpaM takins clallft%7 ~ saocla 
• ._ Ulo\ISh tbeir pr1or1t.;r n!allers haft been c:allecl. InTentar;r an4 price 

1~ clOW\ tht c:aU o! pr1or1t.;r n\~Cllen 1n relattac. to pra4Dct1cn. 

'l'be ~ •wzo.cle.l1 '1W7 purebaae vUl baft been c~ecl v!l.en the 

owutio.te 1::<:-l~ llu a.1ecta<1, an4 a ~er bu c!ellT&rlld., g,»1a a! a ~~p~e-

1t1o ate an4. l!IOclaJ. 1n tbe price-ctla.M c:oTerecl 'to- t..1:e c:ertUtcate. Tbe pur-

to lUa 1n ~t 1n tb - va;r aa !:8 1IOUl.d tecder a t::r.Tel..l-= '• cbocl: !=. 

~ !'Qr /J. purchase. t !llt certtttcate vottld 'l=e aceeptecl at its tsce 'Oallle 

\:r u. 4Mle: !::. t'..tll C!" !:: ~!.&!.. ~ at t..l:e ~ pr_ce e:! ':l:e goota 

11114 \lilt ~ 'K'<.''<l. pe;r arJ:t bel •noe ella in c:u.h = ~a Mlu tf.lla::a 

~~«q-. !t tbe ~ ft!.t~~t o! tbe c:e=!.."'lcate 8Ziculd. ea eel !:be ::rA!.l ¢"a 

ot \!lit ~. \!lit c~ wul<l. be ct:!.t.ad t'O • p, ~eel. ac. -;be 

~. ot U. cull. o;e.J,,. o! l:l!e ~ '!q ~ell. ~ w • b+mH .• -....!.!» e:! l;li&l 

~tttqe.., ... ~:;!lot~ ~Cit <::! t..l:e ac«a. !'!lie ..... ;!!!" ...auld~ 

Ql> ~~ !':'oa ~ » i u:r ~ ~ ::L :» ~ eclJL ~ ~ 

'CINl.!t ~ole~- = ~ 11!~ ::hlt ::ac:ta at obta'Y~ .wr..-..rne· (!OCCa 

~ ~~ Ucw <lit.!.!.~ !:1. •r:Wsa ~ ~<::a1::a 1n1t ~ '11!.:~ o1 

-----
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b18 supplier's bill1nS for additional soode· 
The ~inder of the certa'icete vould oerve ea a Treasury noto 

me.turina vith the ceJ?-ill8 of ite priority nunbor . Tho decler •Jould tiCre)J 

deposit the certificate, properlY co\llltoroianed b;r the p\u·cbe.ser end endorsee 

by the dealer, to the oredi t of his be.nl: nooo\lllt . Tho Federal P.eaervo Benke 

vould honor properlY endorsed. matured. cortificetos at their cash value from 

fund.e supplied 'O:y the Treasury to llli!Ot each cell of pr iori t;y numbe:-s. 

A trnieel tre.noaction 

Tho essential simpllcit:y of the plon from tho standpoint or indiVl 

dual porticipenta can ree.dil1 l:.e :!.Uuetratod b:y follovill8 thrOU()ll porta vii• • 

the bu:yer, seller, sales fin&nce BGBno;y, locnl collection e.gsnc1 and Federal 

Reserve Bonk vould play in c. t)':Picnl trc.noe.ction. 

Le1; ue te.ke, fo-: e~lo, t ho purcho.ee of a :,1,000 e.utomob1lo c~rt 

ice.te f rom a Dod8e dealer in York, Pennorlve.nie., dur:!.nS the first month of 

operation of the plan. The dealer, \!hO l14B oust0113r1l:f sold his inatell!.Ont 

aeles contracto 2 cca:~Brcial credit CoiJI!lOn1• vishee to continue this re 

1at1onabip . So • uses t he n!'))lioe.tion fOXT'..!I of tbat ca-.p~m:r, v'!lic'!l baa 

previouel)' qualified its ne=eat brc.>'ICh ottico at llal-rieburg ..,itb the Fedora 

Reaerve Bank a: Pbiladelpbie. . The 1oc.e.l collection agencies in York ere the 

post ort'ice 
1 

and the local offices of tho ;;bll Telet-hons c~r.:r of Penno)'l• 

vo.nia, tho ':festorn Union end Poatc.l Telcc;rc.ph co;npe.niee, the Penn Central 

Light nnd Power CODIJ)3ll1, ~.nd the PeopleD Go.e CompBJlY · 

The purchaser' e port in this traru:o.ction is confined to a fev verr 
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number • . Thereatter, the calling of euoceei1Te priorit;y numbere tor Tar1oua 

t;n>ee of good.e should be determined b;y the volume of production end b;y the 

n.umber or certitiol\t .. bearing those priorit:y nu:nbers in each field, AUoi.. 

- ehould be made tor thoee vho vill poetpone talcl.ng delinr;y ot goode 

nm though t heir priorit)' numbers han been called, Inventor;y and price 

IIIO"f-te should be vatohed caret'ull;y and stabilized b;y speeding up or Blow· 

ing down the call of priorit:y numbers in relation to production. 

The poet-var-deiiver;y purchase will have been comp!eted when the 

certificate holder hu eelected., and a dealer has delivered, sood.e of a .epec-

11'io -.lot and l!lodel in the price-clue cOTered b;r the cert:U'icat e . The pur­

obuer would counteraiflil\ tho certitica+ ·' in t .he dealer' I! presence and hand it 

to him in pe;yment in t ho same we;r as he would tender a tranller'e chock in 

exchange tor a purchase. The cert11'1cato would 'be accepted at its taee value 

b;r the dealer in tull or in partial p!Qlllllnt of tbl! purchase 1'l"ice or t he goods 

and the purchaser wovld pa;r an;r balAnce due in C&lll or throuah a oales tinenee 

OCIIpUl,T. It the taco Tal.ue of t he cert:U'icate ehould exceed the retail price 

of the goode, the cueta.r would bo ent itled to oluulge, calculated an the 

bade of the cash value or tho amount b;r which the mrohandiae value ot the 

oert 11'icate exceeds tho purchase 'Drice ot tho goods. The dealer would clip 

the lllallutacturer'e credit coupon end forward it to tile wholeoaler, Jobber, 

or 111a11utacturer tram whC!Il he purchased goode of the t ype sold. This coupon 

~ould proTide dealers not onl.;r With the moans of obtaining· additional goode 

to replace thoee deli vered in exchange tor oertitioat>B but also vith a 

credit amounting to ' percent ot the retail :purohaao :~or1ce against 

- ll4 -
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bie oupplier ' s billing for additional sood&· 
The r81'l:t'.1nder of the cert:;,i'icate would oene as a Treasury note 

~turin8 with tbe cal;lin8 of its priority n\l111ber . Tho decler •;o\lld mcro~ 

depoai t tbe certii'ie&te 
1 
proper~ cO\lllters~ed b;r the plu·che.ser and endorsee 

bf the dealer 
1 

to t be ered1 t of his be.nk account. Tho Federal Reservo B:.nkll 

vould boner properlY endorsed u:at~d certifica.tea at t heir ca.sb 't'alue t'rCllll 

!unde supplied oy the Treasury to meet each call o! pr iority numbers . 

A t:rpie&l transaction 

The essential eimpl.1e1ty of the pl:l.n tram the stendpoint of indiv! 

dual participants can reedll1 1:e UJ.ustratod b)' follovin8 tbrO\I(lb parte vl>' • 

the buyer, seller, eales tsn:nce B{;enc~, l oe&l collection agene1 and Federal 

Reserve Benk would plaY in a typical trc.nee.ction. 

LeT. us take, for e:'Jlllrllle, the purcbo.eo of a :~1, 000 e.utomobilo cnrt 

icate from a Dod8e dealer 1n York, Penneylve.nia1 durin8 t be first month o! 

operation of tbe plan . The dealer, vbo be.o custQit3.l'il1 sold hie inatal:ent 

eales contracts 2 C<'!Zl8rcial crcd.it ~' wiebes t o continue this re 

lat i onebip . So • uses tho oppliection fOX'I!IB of tbe.t co:!;pC.ll1
1 vbic~ hall 

previousl;r qualified ito noc.reot brcnch o!:t'ico at I!Al-risbur8 with tlie Federa 

Reserve Benk or Philadelphia. The l ocel collection agencies 1n York are the 

post office, and the loe&l offices of the :Z6ll Tele;Jlon& Cce::>t'Jl1 of Penn8fl• 

van1a
1 

the ':lest o:rn Union and Postal Tele(lrC.pb ca:pe.nies, the Penn Central 

Llsht and Power COllll)3Il1 
1 

and tbe peoples Cc.s c:ompo.ny. 

The purchaser' e po.rt 1n this tre:ocaot1on is confined t o a !ev ""1'? 
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abqlle etepe: 

l. Be peJs $10 iovrr, al.sne the 1netalment 'Plll"Ohaee contract-tor 8 

,1, 000 automobile certificate oell11)8 tor 22 ~nts ~t $45 eoch; ne.mee hie 

wife end eon as benef 1c1Miea; end alact e to meke payments on the loth ot 

eooh month. 

2 . On the lOth of the follow1ng month he makes hie first pe;rmant 

to the Bell Telephone office, bril18il'l8 with hia the ~nt book which hu 

1n the meantime been deli Tered ' hia by t;he dea1er. 

3. Be makes 21 edditi onal P" 7JII8nts--ten on the due date; three 

fiTe days late; two fifteen deys late; end six a month lt>te, l)y "firtue of 

ekiPP1118 a payment which fell due while he vas on wcation 

4. Soon after the lest inatelment has been poid, he aeta a Dot1ce 

trol!l the Co11111ercial Credit Corporation that there wos e total delinquer.cy 

in his account of 225 pft1m8nt days for which there is o cherge of $4. 00 and 

e priority deferment of 1. Be pays the delinquency charge to the Bell 

Telephone office on his next pay dey. 

5. Tvo veeks later the .DodGe dealer del1Ters to hil!l a prid-up 

certificate for en automobile, beving a l!IBrcbondise value of $1, 100, o caah 

velue at maturity of $1,000, and an interil!l withdravel value of $955· The 

cartificeto bears Pl"lority number 2. Tho dealer has hil!l sign t~e oert1!icata 
I 

end varna hil!l not to oountersi(ln it until he is reedy to take delivery of 

tlie oar. 

6. When the J'edaral Resene Boe1·d matures the certiticete by 
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yal1d4tin8 prior it7 n\lllllln 2 tar ~hue, the. piii'Ohuer •a•'"" a nuaber ot 

lll!.k~e and mocj.ele vhiob the lloe.rd liete ae be1Jl8 1D the prioe-olueee .oonred 

by a $1,000 cert1tioato. Vb.ile ·the purohuer had a aind one ot t he ~re 

expensin Dodaee vhen he purchased the oert1t1oate, he nov preter1 ~he'n'olet 

vhich sells tor $850 del~vered. He countereisn4 hie certificate 1n the pree­

enoe ot tho dealex: and receives $227.27 in chanae (the oa~h WJIB ot the 

$2~0 . Jif.terence betveen t he merchandise value ot the certificate and the pur­

chase price <ilt the autoa:obile). He irine the oar avq and the trans-

action ia co=pleted. 

The Dodae dealer'e r ...rt 1n thia traneaction i1 priarilT one ot ex­

plAinina tho plan to tho prospective purohaaor and 1nduoin8 him to enter a 

ocat-var-dol~ver)' inatalment contract. Be ccllocta and lceepa the $).0 dCIWU­

pa~nt ae a se.lee cOIIlmieeton. It tho purchaser had defaulted, the dealar 

vould have been expected to attempt to resell him on the deeirab111t7 ot 

complet1Jl8 hie contract. \!hen the inatalment contract has been cc:apletad or 

at specified intervals, the dealer vould receive an additional ealee caaia-

s1~ totallna $19.80. 

The dealer also performs a number ot relativel)' minor m1n1etor1al 

acta. Be aae1ete the purchaser 1n tilllns 1n hie contract and torvarde a 

copy ~o Commercial c r edit OompanJ. \/ben the paJment book ie received, he 

dol1ver11 it to the· purchaser and explaina ita uee. And vhen the paid-up 

certificate 1e received, he dolivera it to the purcbaaer and axplaina t he 

purchaaer'a r ighte and privileges under it. 
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Tbe part d the :Bell Telepllolle ~117 ot'tioe in thi e tranacucn 1e 

purel7 11111ohenical, It has no interest in the identity or pe:rl'~ce ot the 

purchaser. It• function is eolel7 t o accept the monthl7 Jla11111llte of $45 with 

tbeir ident1t;r11l8 oo\qX)M encl. to tranlllllit mone;r and coupons to the ec-rciel 

Credit Cc:8lpiUIT. It recoins 7 oents a payment , or a total of $1.~, as C<lll• 

pensatioo tor this service. 

Tbe CCIIID8rc1al Credit Campe.n;r 111\U!t cl.o a numbar of thin8e before it 

is reacl.;r to cl.o business, J'irst , it III\Uit que.lif:v' its offices with the appro­

priate J'ed.ere.l. Reserve Benke b;r shoving that they wre eJ:l888ecl. in tinD.ncillg 

inllta:.-nt sales before September 1, 19411 encl. b;r 11111etin8 the requirements 

with re~pect to a boocl. or eeCirov securities, Second, it IIIUBt prepare contract 

fol'liiB besed an the Federal Reserve Boercl.' a mod.el for distribution to de8lere 

whose collecti on business it wishes to solicit. Third, it IIIUBt make arr&nlle · 

mente for oaeh payments with local collection aaencies in the communities 1n 

which it chooses to solicit dealers' business. 

~/ben the c«~treot ie reoeived b;r the C0111111ercial Credit Cc:apan;r' s 

Barrieburg office, it issues a payment book encl. sends it to the Dodge dealer 

in York tor deliV&r;r to tbc purchaser, opens e. ledser account tor the pur· 

chasar 1 encl. eencl.e the application to the Federal Reserve Bonk of Philadelphia. 

v.ben coupons encl. payments ere received from the telephone company office, it 

enters tbe payments in the purchaser's le~~r occount, and tranlllllite the face 

...alue of coupcns, lees "'' to tbe Fecl.ere.::. P.:.eerve Bank ot Philadelphia. On 

aacb coupon of $45, the C~rciol Credit Ca:.zpe.ey would tranlllllit. ~4, .65 or 

$1.,5 leas tban the value of the coupon, Ot the latter sum 90 cents would be 
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ore41ted to the dealer, 7 oenta vould llll.reaq han been withheld b7 the tele• 

phone office, and the ~ins 38 conte vould be retained 'b;r the Ca..roial 

Credit CC!IIIp8llY aa cc:a;peneation tor ita eerrtcea. 

The C011111111roial Credi~ CCIIq)all1 sonde notices or delinquenc;r 1 and when 

tho final inatal.ment haa beon paid, it C<JIIP•ltea the number or delinquent pq­

~~~t~nt da7a. Since the delinquenc;r exoeade the grace period, it O<Jiq)Utee the 

delinquency chars• end the priorit;r penalt;r and notltiee the purchaser ~ 

both. When the $4. 00 dellnquenc;r charse haa been collected, the· ledaer oard 

vith a priorit;r number aaaisned ia sent to the Federal Reserve Bank or Phila· 

delphia, toeether vi th threo-tourthe of tho dolinquonc;r charge. Tho Comorcia:! 

Credit C0111p8n7 vould retain the l'Olllll.inins fou..'"th of the dellnquenc;r cMl:go, 

leaa the 7 cent collection fee ~ the telo~o ~ office. The responei• 

bilit;r ~ the C011111ercial Credit CampallJ" tove.rd the transaction vo11ld be ful­

filled 'llhen' it baa transmitted the t1n:U c=ieo1on t o the dealer. Ita total 

compeneat ion for bandJ.ill(l the account vould be $9,29. 

The dealer vho delivers the Chevrolet automobile in·the poet-var 

:Period also p~e a pert 1n the tl'el'_se.ction. Bo diep~·e the car 8l>d delhera 

it in exchange tor the oounterstsned certlticate and a c:aah rebate . He cllpe 

the manutact~'e orodit coupon ond aende it to the factor)' branch ornce of 

the CheTrOlet Motor CC111J>8D1. Tho co\q'(m entitles hila to dellveey of an addl­

tlanaJ. ~oar and to a orodlt of a epociflod percentage of the retail pur• 

chase price ~ .the oar dellnrod, Bo depoeito tl:to remainder of the certificate 

in hie bank acoo~mt , vbere it is c~clitod at ita cash value. 
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The part vhioh the .Federal ReaeM"& Bllrllc or Phila.del:phia pl.qw 1n 

thia trenaact1on alae 'bestne be tore the poot -war-deli Ter;y contract 1e o1sned, 

It selects sales finance aaenc1ee and local collection agencies in accordance 

vith s tandards established b;y the Federal Reserve Boe.rd. It prints ~t 

boolal tor d1etr1but1on to sales finance -nciee. The Bank l::&inta1ne led{lor 

accounts tor aalee finance agencies charainS each eaanc;r with p~nt bo~ko 

iaeued and anticipated collections and cred1t1ns i; vit h colleot1ona trane­

lll!tted, 

When the contract forwarded b;y tbe Dodse deal.er 1n York reachea the 

Federal Reserve Be.nk or Philadelphia, it ehouJ.d be tiled alphnbetice.ll:r to 

determtne vnether the aamo peraoo has ap:plled tor additional oars , When the 

OOIIIPleted le48er card is racei ved. from the COI!II!I&roial Cred1 t COI:IPO!l,Y, the oel:'d 

should be audited and the olphabet~e.::. tile 118a1n checked. tor multiple appli­

oc.tione. It the record is aatiafactory, it ioeuoa a paid· ll? co:-t1t1~te tor· 

a $1,000 automobile 10h1ch certificate is eont to t h" ~ dealer tor delhel'7 

to the purcha.aar. 

wnen the certificate is tinal].s exchanslld. tor a Chevrolet autombbile, 

and the dealer has deposited. it vith hie 'bank, the !'ederal RP.eel"T8 BeJ&k ot 

Philadelphia accepts the certificate at i ta ca3h value, credit• tbat a\llll to tho 

account ot the bank vh1oh torve.rded the certificate and. c!largee the aooount ... ot tbe United states Treaaur;y vith the VitbdrevaJ. ot t!le 63lDf:l amount, 
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. , ,1-~N~ 
snturdAY , ll a.c. 

As or possible interest to seorete.ry J4orgenthau ... . , . 
Tho !bbassy ho.s just reoalnd word that Mr. Lean 

Hondorson will arrive in Cuba 11t 5 p.c. this o.rternoon for 11 brief 

tor 11 day err two ::~.e:r:t Wednesday. 
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NOT: TO BE RE-TIWISIII~ 
.,.i22 

• COPY 110. 

!J.PTEL 26 . .. Information received up t o 7 A.M. 23rd January, 

l. ~· 
One or H.M. Subs in the Gulf of Genoa has sunk a 

medium size ship and shelled ~ hanger at Finale Marina, 
• 2. MILITAHX 

~· Our advance cont inues. The troops moving 
b;y tho Coast Road reached Cutel Verda 35' Lliles \fes t of 
Hoc>s b;y 05'30/22 . Thpse further South passed through the 
Defiles West of Tarhuna and b;y 8 A.M. 22nd TMre 16 ailes 
South of Castel Benito, 

31!D1fia . In the Northern Sector the area North 
of Bou Ara a has been cleared of the eneQ:Y .. A further 
enemy advance has been ~de down the Road Pont Du Fahs-Robea 
(15' ciles South of Bou Arada). In the Centr al Sector the 
eneu;y have gained more ground and threaten Oussel ta (12 
miles South of Robaa) . A small Briti.ah armoured force has 
gone to help the French in the Robaa area. ~~o small 
parties of eno!JlY parachutists dr opped in the area Northuest 
of Tebessa have been captured, 

Russj,a, The Russians have captured Saask, 

3 , hill OPERATIONS 

iJii;rn FE~ - ~l~t%· . ~g t u4 and t hick ground haze our 
au·craft bom e the estimated poSition or the town on 
•mich 180 tons of bombs were dropped. ~ - 53 medium 
and light bombers escor ted· and covered by 25 Squadrons 
ot Fithters attacked oil installations near Ghent and 
U rfields 1n Northern Prance . Enemy casualt ies 7J 2, Nil. 
Ours 4 Bo~bers, 6 F!thters lost. One bomber crasned , 
An R.A. A. F, Hampden torpedoed e 2,000 ton ship off Norway, 
22n4/?3rd - Seventeen eneQY aircraft crossed our coasts, 
one was des troyed. Some bombs were dr opped 1n Durham and 
Yorkshire , damege negligible, also 1n Dorset and Devon 
5 persons killed. 

French North Africa. 20/21 . 

WellinLtons dropped 20 tons of bombs on Bizerta 
star tinu large fires. Bisle;ys attacked co~~un1eat1ons 1n 
the Tunis Tebourba and Pent Du Faho areas. ~- u .s. 
bombe rs attacked M.T. on the Oa~ea-Ben Gurdene Road. 

um. On 20th and 21st our aircraft attacked 
retreating .l'neQ:Y columns as far ',/est as Ben Oardene 1n 
Tunisie . llal'\)' vehicles were des troyed or daLI8ged. In an 
ettack on c. stel Benito Airfield 3 eneQY aircraft Fare 
dest royed and many others dauaaad on the ground. 

hed1terranean. 21st . 
" medium size ship ltas sunk and another dacaged br 

U. S. Marauders off Cape Bon. ~ - An 800 ton ship was 
so t on tire b;y Beaufighters orr-oabes . 
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194). 

l. 

lot TO Bl 81-TJW!SMitrrJ? 

Information received up to 7 A.M. 24th January 

~edHerrgno~ 22nd/23rd. Two or H.ll. cruiser# with 4 · 
estroyera bardod Zuara. Good fires and explosions were 

observed. No shipping <ras seen 1n tho harbour and no damce or 
casualties were su#teinod by our forces. • 

2. IIILITARX 

.Yl!:tA To noon 23rd. Our forward troops entered Tripoli at 
5 a.rn . 23rd but Azizia, 27 miles to tho south, hold out until 
9.40 a .m., when New Zea.land divisional cavalry pushed. through, 
2nd Now Zealand division ~s still just south or Az1zia and 7th 
armoured division immedia tely south west or Tripoli. Our 
armoured oars are moving west to gnin contnct with tho onooy. 

1un3s1a 20th 21st. An onnmy attack 4 miles north west ot Bou 
~a was initially successful, but all positions wore 
subsequently retaken. 2lst. Tho eneoy thrust southwestwards 
down the Ousseltia Valley (between OJ. SardJ and A Mostour) 
was continued and roached tho oussol tia-Kairouan Road . The French 
still hold the high ground each sido of the volley and some 
of our t roops are still operating north or Ous#eltia (15 =ilos 
north north wost or Pichon). 

1!!ma 22nd. llo change Kayu front. Lerse K.T. colwon seen and 
attacked on Promo-Taungup Road and considerable troop ~vement 
on Irra waddy and on west bank Prome-Padaung a rea reported. 

Ruuio South of Voronezh the Russians hove captured the railway 
town of VolokonovYA 25 miles north north wost or Vnlu1k1 and 
in tho Caucasus have taken Armavir. 

). AIR OPF,RATIOlfS 

Hgstorn r ro?t 23rd. 31 u.s. Fortrossos dropped 66 tons of 
~. p,, on or ont U-Boat base, bursts on the objectives wore seen. 
17 Fortroseea bombed Brest. Enemy casualties by bombers not yet 
osaoued . 5 Fortresses missing. Our t'ightors provided oscor·t 
and 1n other operations attacked 40 locomotives and silenced 4 
A.A. positions . Enemy casualties nil, 1 1 1. Ours 3, nll, 2. 
Ono ~llot safo. 23rd/24th. 205 aircraft sent out . Loricnt 
117 (1 ~latins) Dusseldorf 83 (2 missin&) (loaflets 4, intruders 
1. Preliainary reports. 

L9rie?t Attack considered •ery successfUl, visibility excellent; 
aonytrea. lnclu41n~ some very lnrc~ on~s. 

ObJootivo obscured b7 cloud, about 60 aircraft 
a blind bo!lbing attac'<, ant1..,.1rcraft intense and 

accur.to at 24,000 reet. 
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Libyll 2lst/22nd and 22ncJ . Our aircrafl. lOOintdned heav-J 
8pr,c'<S on U.T. >~est of Den Gardene. Nul'lor.ous vch icl<'s \7crc 
~<'s•rnvcd or dumnged. In o daylight. at.tnclL by 56 esc<>r ted 
.:1••yhaw::s , j..,ttics nt Zunra were' hit and 20 VC!hicles destro:;<>d 
or lllll'lll flOd ncar ·.h!'l hnrbour . Fnem:; cnsunlt1C!G 4 , 1,5 . Oul's 
J ,l, t, . 
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