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FINANCING 

Pre .. nt: llr. Bell 
llr. Grana 
llr. Baa• 
llr. Tickton 
llr. Lil:idow 
llr. ~fington 

Februarr lb, 1848 
lhSO a.a. 

H.JI. JR: I gan Harold Grana the • •orandla, nore 
h1a to .. crecJ, and -told b.1a to read it. Be baa read it. 
I t h uppermoet in -q lllnd. I thought we lllght - JOU 
hnen' t UJthing ;you han t o do nowf 

JIR. BELL: No. 

H.JI.JR: There ia nothing aore iaportant. I thought 
•• aight dhoun it a bit. I thought we lllght han a 
little frank diaoueei on. 

Let• a. han it et raight frca the ahouldar what JOU 
think, Harold. 

. 
lOt. GRAVES: I auppo .. nerJon• baa read thia? 

B.K. JR: J'uat Bell a.nd I. Bell had a long aenioo 
with th•, part ~here, and part b;r hiaaelfJ and I had 
a l oog aenlon, part with Bell and part bJ IIJaelf. 

II. GRAVES: WouldJOU like ae t o tell JOU what I 
thinltt . 

B.M.JR: I doo't -.nt JOU t o tell •• an;r fair;rtaln. 
(Laughter) .lad I want JOUr help. 

11. GRAVIS: lou .oan ban tlaat to tu b11t of 111 
abilltJ. 

!Ida h a prop01al to aet up a paid organisation at 
all :J.nla, beg111n1ng wi th the oltJ, tom~, or oOUDt;r 

• 
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organization, then up throu~ regional diYiliona, into 
Federal Rfaer.e D11trlct1. There will be a paid 1ala1 
organisat on at ••er,r leYel . 

The standard organization that la described here 
consista of nine depart.enta. Par-ro~ allot.ent ia one; 
the tara aarket is second; other aaas aarkets, as the7 
call it here, ia a third. Waaen1a acti•itiea is one; 
adYertiaing is another; banking ia another1 whet the7 call 
the inYestor market ia another. With the administrative 
department it aakes nine. The7 S&J that that would be 
the organi&ation at each level! the Reserve Diatrict, 
region, count7, town. The7 aa d the7 wouldn't require 
that caaplate an organization in the mnallest towna and 
in the agrarian counties. 

So the tirat point I think JOU haYa to consider when 
70u look at that prograa is where JOU gat· on aoney and coat. 
Asau.ing that the7· wou1d need an average of rive instead 

2 

ot nine, allowing tor the aaaller organir.ations in the 
analler towns and counties, that set-up would require, for 
exeoutivae only, about fifteen thousand people . There the 
pro~l .. ia, where are JOU going to get fifteen thousand people. 

Second, ann it JOU could get the, the matter of 
COlt • the pay-roll for executives onlJ 'IIOUld run ICDewbere 
fraa thirt7 to fifty aillion dollars a Jear. It JOU add 
in what would be inYolvea for the paid office atatta) 
clerical .. ploJeea, and other subordinate people it would 
ae .. to ae that thie plan would involve a paJ-roll of 
eaaewhere in the neighborhood of a hundred aillion dollare 

•a Je&r. So J OU couldn't adopt this thing and proceed 
with it without dealing with that question of getting an 
appropriation of eoae euch aagnitude •• that . 

Mow, on the question of recruiting a force lik~ 'that, 
I don't thilllc it ia practical in these tiaee to tallt 
about bringing into thia organisation, or an7 other, 
fifteen thouaand new people. If JOU were to try, I think 
that it would take a long, long, long tlae to do it it 
JOU are careful, a a you ahouJ.d be, in aatting up that 
organization. I think probably the war would be over 
long before tbie pl~uld be ·perfected. 
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The other point that I think ia worth noticing here 
is that ' this would eliminate all of the existing War 
S8Tings Staff at the aanagaaent leTel. 

H.K: JR: What lnel ia that? 

MR. GRAVESt You eee, our organization is a State 
organisation. Our headquarters go qy Statea; our progrma 
ia managed by Statu. This plan adoph the Victory )'und 
set-up by-Federal ReserTe Districts, b7 regions, and b7 
comauni~ies. It strike• out the state as a unit in the 
organization. So if JOU think about our Ill inois organi sa­
tion, ror exa~~ple, our State organization just disappears. 
It wou.Ld b.e managed fr<JII the Federal Reaerve Dlatriot, to 
regions, · and then right down to the counties and cities. 

MR. BELL: It would probably go to a c~unti rather . 
than t he State. . 

MR. 'GRAVES: Yes; it sldpa the Statei fr<JII Federal 
ReaerTe to. region, to county, or town, so that I think it 
is an intended -effect of this program to eliminate the 
Jar SaYings Organization, except in the county and town 
lenl. I consider that to be nry bad, because I think 

-we heTe a certain experience, a certain abi l ity in t he 
War S....inga aanagcent and orga.t,li&ation that ought not to 
be thrown out ria:bt on the en of an operation like •• 
cont•plate for Ipril. Tbat is abo)lt IIJ· -

BJ(.JR: I think it goes further. <me thing I didn 't 
lite - I ~· aaked thaa tor field report•, because I 
aa14, _.I _want to ue hcnr you get this ••1· Tht7 uid that 
there· waa great dissatisfaction with Waehington, and 10 

forth. lhan I aaid that, they aaid that was a poor ten.; 
that ·•en't a correct term. r a-aid, "Let ae see I<JIIt of 
th•. • 'lhe7 eaid, "'e went to these people and told the ·· 
it theJ talked franklJ we wouldn't pauit on. • In whose 
n .. e did the7 r.? I eaid, •I want to ue aoae of the 
original repor •· fbia ia terribly important.• Tbe7 aaid, 
erou won't find the oritici~ae in the reports because •• 
haTe left those out of the reports,• and so forth, and _ 
so on. That !.medlatelJ ralaea a fellow'• suapioion. 
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Let'e aay I W&l going to do tbia thing. They eaid tbeJ 
bad all theae wonderful people doing tbia thing. I have 
asked tor •aaplea, . . · 

How, what thia thing, as I eee it, reallJ dote ie 
to acrap both organisations. 

MR. <EAVES: I don't think it would ecrap the Victor, 
Fund, Geographically they etiok to the Victory Fund. 

4 

H.~ . JR: They aay that the max1Rum number of inveat­
aent banker ealesaen that they can find ia five tboueand. 
They don' t think it 1a really aore than three. 1'ha t h 
not enough aale•an to c over the countey, ao wba t tb17 . 
are thiniing ot doing - what the7 are reca.mending ia to 
put in a aan who 1a an eucutin ot a aalu organisation. 
They referred to aoaebodf like the praaident of the National 
Caah Regiater CaapanJ who c1111e up through the adu and, 
and the.n they want to uu ealt•en in non-war induatriu 
all the war down to do the aelling and to r •17 on tha. 

!a tar aa I have gone with thtm ie that I have said, 
•see whether JOU can find me the top aan; aee if there 
ie eucha pereon who •ziata.• I have been thinking a 
tr .. endoue lot about tbie over the week end, and, of 
courae, the thing that - where businea .. en eo often loee 
track ot reali t7 i n Gonrnaent - eupfoling I took and got 
tid ot all ot aJ volunteer State oha rmen, look at the 
poli~ical repercuaaiona that would be on ae . I aean, 
tbeae fellows, after almost two rears - we built theae 
people up; and while I don't know, I euppoae that two­
tb!rde of th .. are Republicana. 

KR. GRAViS: No,. no, Sea• are Republicana, but I 
would a&J a vaat aajorit7 of "our peraonnel ere Deaocrata. 

B.K.JR: I didn't mean that in the eanae too ritici&eJ 
but it theJ were l•P~~blicane, it would be--

• KR. GRAVES: ••• not a aajoritJ. 

B.K.JR: Well, I aean, the thing I aa afraid of - ot 
couree, it ien't a good caapariaon, On• of the thing• that 

" 
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got Henderaon in dutch waa, he would go to the O..ocratic 
Se~~ator in Kew York State, Ilea~ and 117, .. ould JfiG 
u.lte r•o-endatiana for peoplet When II{ bill g.h 
through, I aa golng to need ••• people. ~en after the 
bill waa paaaed, he went into llead'a diatriot and appointed 
people who had worked agaiut ll .. d. Did JOU know th&tf 

llR. BPLL: Ko. 

H.ll.JR: Thia o1111e direct . That waa aultipJ.hd llaDJ, 
many timea oTer. lhile I haTen't got a political organisa­
tion and hann't done either W&J, - I aean, I hnen't aaked 
for andora .. anta. We haTe been TerJ DarafuJ.. I Juat don't 
'"• after almoet two Jaara, how I can aorap thie State 
organisation. 

On the other hand I do, partioularlJ aince I han 
been ill, feal ·the nee~ that if I could get thie ideal 
peraon in ll.ere "ldlo had the. right attitude toward• labor, 
the ri~t attitude towarda llr. RooaaT,lt; the right 
attituae on the war, the right attitude towarda the 
colored people, all of tho•• thing• - I mean, one who 
ofiGld ccae ill t..nd take the bulk of thia direction ott 
the halrde of Bell and 111•elt at our lenl, and work onr 
both the organiaati_ona, I thlok it would be a goo·d thing. 

llow, I don t t know how JOU teal. 

Jill. BELL: I think that 1e right. 

IJ( • .JR: I think the tiae haa ccaa, with the multi tudi­
AOIII job tbat Bell and I ·h.,.,, that we cio need a "'uper 
wpalf' OTtr both organhationa. Do JW agree? 

IIR. BILL: T8 a. 

H.ll.JR: I don't know how JOU hal about that. I 
will go a atep fUrther. I alao feel the tiae haa ccae · 
that there haa got to be ••• kind of aaalgmaation. 

For heann' • aalte, the 11 ttl a halr JOU luir• got -
let it down. I aaan, I am going to be just a a honaat ·~ 

5 
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I know bow, and I would like to •11 tb.i•r. Harold, at thla 
etage - I would like to 11J in froot of Dell that noboaJ 
appreciate• aora what JOU haYa dona thaD I do, both ia 
the matter of~~ ana J~r health. I abo na•ber the 
talk that JOU bad - thh hn't what JCN 'ftllhd to do. I 
ordered JOU to do it; and 1bataYar bappena in thil thing 
at the proper time I aa going to 1i t c1i:lwa; and 1! JOU 1a7, 
"Now look, bo11, I haYa giYID JOU the beat I haYa; I want 
to get fixed now 1aae other plaoe at the proper tiaa,• I 
told you aGile daJ that I would 1it down and till it onr, 
and I ban never forgotten it. I want JOU to know that. 
On t be other band, JOU uy aq, '!Wall, I thillk I ought to 
go alonf with JOU for another rear OD th11 particulir 
phase 0 the TreaiUPJ work,. all rigjlt; but I want rou to 
know that I bann't forgottan that. What wu it, 1 x 
months ago? 

liR. GRAVES: It wa1 before JOU went to lurope. 

6 

B.II.JR: That would be !our or tin aontha. I bann't 
forgotten it. I haYe bean ·yerJ con1ciou1 of it. I knew 
that the time would ome. I am being a little· wordt for 
aa. Let'a ·caapare ourselves to the Red Cro11 driYe. TheJ 
go down into enrr lingle c~uni t,, and theJ are well 
organbed. I mean, it ia the one thing--

liR. BELL: TbeJ baYe three thousand or ao cbaptera. 

- H.JI.JR: It ie tla one thing that reallJ in our 
t011111hip, OD a national baaia, we are called up on the 
phone about once a Jear and asked to 1Ub1eribe to. It 
h the onlJ national thing that raall7 touebea the 
ec.auni tJ. I aean, you oolil.dn' t divide the Red Crou 
in hal! • 

. h I "7• I thillk the tlaa ha1 caae where - certainlJ 
in Waabington, and 1aaawhere down the line - there ba1 
got to be an aul.gautioo. 

liR. GRAVIS: ot couraa, aa to the idea of bringing 
aaaaona in bare, I think rnPJtbing would depand OD who 
that t urned CNt to be. It .,ald be a nr7 bad ahtata 
if it ien't Juat the rigjlt~ • 

• 
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H,M.JR: I could han an lbeutacit, a Wibon, and a 
Donald llellon--

)(R, BELL: And a Donald' .!luck, . (L&ughter) 

H.K.JR'i ... ria:ht here in ~ own ahop. I han been 
Tti'J fortunate. Thai 111 of coaru, what theu bualnu-n 
and banker a think, that oeoau.. we don't han one we are 
no good. w, ella raiae our twelTe billion dollars 1n 
Deo•ber, and we han been aucoeuful, and ao· forth, and 
ao on, At leaa_t thia .crowd here ian't t¢ng to put a 
banker oTer ·on ae; thef are tl'flng to put a aanu!acturer. 

MR. GR.U'KS: A aal11 euoutin. 

MR. BU.L: 'you mean Thaua? 
• 

MR. GIU.VES: Thia national director of eal11, the7 
eay, ah~uld be an oil exee~tive, t food executive, or 
acaebodf who hae been in the aerohancllu marketing 
bueineu. 

H.V.JR: I haTe t alked about thatJ there is nothing 
original in that. You have heard •• talk a bout it. 

MR. GIU.VES: That ia right. 

MR. lm.L: It wu along that line that you got Grant 
and hie orowd, to see it we could nentuallf find acaebodf 
out of that crowd. 

B.K.JR: It didn't work· Grant went haae to Detroit. 
I aean, there il notbing parhcularl7 original. Grant, 
of couru, U'Wafl inahted that the two organization• 
ahould be aeparate. .. 

KR, GRAVES: In their operation•, yea. I don 't know 
what he haa had to 11.7 about coorcllnation at the top • . 

H.M.JR: Let• a juat talk thie wa7 a ainute. Let' a 
Juet I&J that under the Seoretal'J'• Office~ let ae be 
Mr. I for the tiae being. We hann•t got an7bodf- the 

-
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thing il going_ to be conoollclated. Bow uo we going to 
oonoo.l.iclatot &.tt1 1 forgot Mr. X tor a aillll.te. Bow ou 
I go in thh !pril drin and get tho11 two orl(Ulisationo 
working together on tho •-uni t7 lenl'l !hal h wbat 
I would like, 

8 

MR. GRAVES! I think that h a probl• it• one, of 
aiaplJ analJzi ng again tho fielda ' that the two organiaationo 
occupJ and· taking a tepa to 110 that th17 •taT in th1ir 
own fiolde; and that tho7 thorougb.lJ conr their own 
!ielda, it .. ·two. That, in a, opinion, hao DOTer been 
done. 

B~W.JR: It ha1 to b1 aore than that. For inotanoo, 
- Bell gne •• a uuplt where th17 oaid that tho VUtoPJ 

Fund oat out with an adnrth .. ont during thie lut 
driTe on one page and on the other page wae an adTerti•e­
aont on the E bond, 

MR. GRAVES: That happened onr and onr again . 

H.W.JRi I wi ll toll JOU, Harold, I haTe gone thie 
far in rq thinkingr I a euro that locl11 and tire 'rllt 
of thea are.going to inoi et on it, that thoro io oaae 
kiild of oonaoUd&tion tor this .April drive. I hann 1 t 
talked to lcol11. I hann 1 t tu.kod to 1n1bo4J; I han 
juot been tr7ing to think. 

IOl, BIIJ.: I think thq are goiq to rahe it taaorrow 
whoa •• got to diecueeing the uount of tho .April driTe. 
~:twill 117, •Beton C: fix the aaount we think JOU 

o t to do oaaething a t the organization, becau10 tho 
organiution - the· tJPo of or~aation h foing to deter­
alno what 7ou can do la raioiag tuna • • • I hink we can do 
a lot 1a our own ohop before !pril, and p1'0babl7 do it 
quicklJ bf in oaae W&J oonooliclatiag tho .fuaotiono here that 
han to do with both, For inotaaool adnrthiag for both 
ought to be 1111d1r oat plaoo, !hero en 1 t UJ ·qlllltiOD about 
that. Harold ought to be coordinated. 'fbt radio and tho pub­
lioitJ, it •••• to ••t' ought to be right la on• plaoo whore 
one agoac7 won't be do af aaaothiaf tbat tho other 1a doing 
or whore th17 are doing ha oppoai '-• I think it h a gooll 
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deal harder to oonaolidatl it 1Jl the field before April; 
but I don't thiDit that JOU oan gin iJlatruoUGDa· to keep 
th• in their apaoific tieldai beoauu I think aaoh ·one 
will run aor011 people who w1 1 want to rt OYer for 
inYeatment into the other aan'a field. don't think JOU 
can I&J to that aan, •scaebodJ ehe will be around .to 
see JOU next weak.' . 

9 

MR. GRAVES: You are quite right there; there ahouldn't 
Se &DJthing like -that. 

H.K. JR: Let's juet taJce the n•ea in Hew York; that 
ia aa difficult u &llJ P.lace. 

MR. GRAVES: 'l'he aoat dif!ioult. 

"H.K. JR: Let' a take .the moat difficult. If we could 
solve New York, •• could solve anr place, couldn't we? 

)(R, GRAVES : Yea. 

·· H.K.JR: Here as chairman JOU baYe Dick Patterson 
tor the State . of New York. 'Jhen for the Federal Reserve 
Diatriot - where can I get a aap of the Fe~eral Reserve 
Diatrict? 

MR. · BILL: I can get it • . 
(KP. Bell left the conference.) 

B.K.JR: 11hat ia the naae of the man in the Vi.;torJ 
fund'l 

MR. GRAVES: Pen7 Ball. 

B.K.JR: It gets down t o thia: Here ia PerrJ Hall 
and Dick Patteraon1 and there ie the president of the 
Federal RaaerYe Bank who hae, let'• saJ, ai x or aeven 
PerrJ Ball6 under him. 

MR. GRAVES: Per-rJ Hall - he baa one. Perq Ball 
operatea for the whole Federal ReaerYe Diatrict, which 
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conaiate ot IIW York State and the northern part ot N .. 
Jeree7 and one count7 1D Connecticut. 

H.K.JR: Doee he have the whple? 

KR. GRAVIS: Y11, the whole. --(Mr. Bell reantered the conference.) 

H.K.JR: P1rrr Hall hae - dote he cover New Jer1e7, 
too? 

10 

KR. BELL: Just a !lttle northern part ot H .. Jer••7• 
and )u11t a little bit ot Connecticut. 

KR. GRAVl:S: ~~ councy. 

B .K. JR: !e I sa7, we are talking about Perr7 Ball 
and Dick Patterson- it affecte part of the State Chairaen 
of New Jersey and part 1D Connecticut. Bow could we get 
these fellowe- eaaebod7 baa got to be bosa .on that level. 
SomebodJ haa. got to •11- we get the names out of the 
bank, but how are they going to divide t• up, the haas 
and enrything t111? There baa got to be a bon on that 
level. · 

KR. GRAVES: I don't think you could han a bou on 
that lnel unleae you either take the War SaTing• Staff 
and connrt it over into the Federal Ree~ne Bank 11tup, 
or do the oppoaite, take the Victory •una thing and put 
it on a State baeia. You would have to do one or the 
other. You get into "!antaatic aituatiC!n• about geovapbf. 

R ••• JR: Let' a )uat take the latter for the ainute. 
~t•e 111 we are going to convert the Victor7 Fund over 'D a S~ate baail. Than can Spr.oul function on a State 
llaeil? 

KR. BEU.: I don't think 10; be would be onr in 
the other Diatrict. 

KR. GRAVES: Spr~ul would diTide •tlien. Be would 
have all of New York, part of Connecticut, and part of 
JIW JeriiJ• 
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KR. BELL: ot coUl'at, it wouldn't hurt in Jew York 
ao auchi I 1Uppo••t to give up part or New Jer117 to the 
Pbilade phia Dl1tr ot and a little· bit of Connecticut to 
the Bo1ton D11triot; but tlke I.l.linoi•, it i• 1plit ri~t 
throu&b. the canter. The 1outhern hal! 11 in the St. Louie 
Dietrfct, and the northern in the Chicago Dittrict. 

MR. GRAVES: Indiana 11 divided betw11n Chicafo c d 
St. Louit. There are other•; the -State of Mlatour · i1 
partlJ in the Ianeu CitJ Dittrict and partq in the St. 
Louil Diltrict . 

~.M.JR: Ae I underatand "it- for instance, what 
Ecolee wante ie, he. would like for the three weeka in 
April that we have the drive to have the War Saving• 
gin WIJ to the ViotorJ runu 

MR. BELL: Yea. I . think he w911ld like to. go a 
lit tle further b,r eaJing that theJ will be under the 
Vic torr Fund C0111111i tt11 for tlie three weeka' period and 
all work together in the whole drive, that the W&r Saving• 
Staff would· have the eame baaket ae the"VictorJ Fund people, 
and theJ would all get together on the. . tJPe of canvaee eo 
that there would not be anJ overlapping of 'nuee and thing• 
of that kind. It JOU had a hou11-to-hou11 oanvau - I don't 
know "llhether we can or not - the War SaYing• wouldn't be 
working the a me etrut u the Vlcto17 Fund. You wouldn •t 
be hittinf the 11a1 houee twice. Hie idea ie to put the 
two organ aationt together for three week• and let th .. go 
thair -.., afterw.rde. 

B.K.JR: If JOU ere going to do it, JOU ahht. juet 11 

Will 11ttl1 the thing. I didn't ••1 we were fifng to do 
that, blat .llhatenr •• do we might u well 11t le it; beoau11 
once JOU do it and han all the diuatilfaction .and heart­
aohu, JW. ai~t ju1t 11 well do it and IIJ, "!hi• h the 
1lq it h going to be, • not, ".lfter JOU do it for thr11 
Wilke, go Jour own •11 again. • 

IIR. BELLi lxcept JOU do 1t tor thr11 •••• out of 
IYII7 four aontht. !'he7 get together and work on one big 
drive. • • 
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&It loolr: how aiftioult it h tor th• to 
The aiftioult7 h between the II nrieuo · 

Roit how h the Red Crou orrnhedt TluJ are 
organiu4 on a State bull, a ren' thqt . 

MR.BELL: Toe, the7 aro organised on a St,ato ba1i1, 
but oaoh oount7 hu a chapter. TheJ han about thirtJ- • 
one hundred chaptoro~ 

B.K.JR: I han said rigb.t along that oach oount, 
1hould han a chainw~. I don 1 t know llhether thq clo 
or not, 

KR. GRAVES: Thor do in our organisation. 

Han rou read )(r, Hau' m&oranclum on this aubjectt 
I think rou han, Dr.n. 

MR. BELL: It •u in hh financing m&orandum. 

H,K,JR: I han begun to, but. I don't see aDJthing 
in th11. 

MR. GRAVES: Ho hu a nr7 thorough--

12 

B.K.JR: I huu't finhbed it. I ulr:ecl Dan which 
wa1 the aoro iaportant to do, ud be 1aid the aore iaportant 
thillg •• the qu11tion of organintion. 

MR. GRAViS: !bat iapro110cl ae a1 the moat practical 
111gge1tion that we have had for tbi• April organlsatioo. 

B.K.JR: I haven't 1een it. 

a -1m. BELL: He I&JI, •.~aalg~~~~ato the offorto of tho 
~iotorr Fund an~lar Sating• orfini~ation• bf cbanneliaiag 

thoir aalea offort1 in tho Apr 1 clrive ae follow•: 

"Vic torr Funcl C.U ttoeu All invutoro both 
corporate ancl incliviclual, with in~oao• of flf{oen thouaud 
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dollar a or aore or with !mom t.Dit aoo01111ta of anut,-
fi n hundred dollars or aore. '!'hera are probabl7 four 
hundred .thouaud peraona a.ad oorporationa in the .. 
oategoriea. Their n.aea weuld be placed on liata pre­
pared bJ the local Victor, Fund organisation• aa auggeated 

_•aae tiae ago bJ ~· Gra.af" Cc..l tt .. , 

"War_.Suinge Staff 1 .lll inutora with inoaa•• 
under ·fi!teu thouaan~ dollars, Wbloh aea.aa ·eTel'Jbo4J 
el" in the oount.ey. It 1a c011t•plated 1D connec\iaa 
with the ob.amielhing o.f aalu efforta that the entire 
baabt be ude nailable to both ari.ea organiutiooa. • 

H.K.JR: r.· that 'llhat 7ou'aea.a? 

KR. (JI.lVES: That 1a a aull pert of what 1a a n'l"f 
long report. 

H.K. JR: Is it in there? 

MR. BEU.: ITha t was a IUIIIIII&rJ. 

H,)(,JR: Should I send ror George? 

· llR. GRAVES: I think y,ou aight wa.at to. I think 
that the7 han a practical plu. I waa not conaulted b7 
th• 1D the preparation of their pla.a. 

H.ll.JR: I aa not euapioioua. 

KR. GRAVES: '!'he7 han, I thlDit, a practical plan 
forJour April operation a.aa one which, I think, would be 
ooa ahDt with 70ur gettiDg the but poniblt u'ae out of 
both of theae organiaatiooa. 

)(R, II!LL: .Thai'• 1a another aaorand111 on tina oiDI• 

H.ll,JR: It i• all in there, thougb. I haTe the 
.whole buainen; I put the two a•orand& together. · 

llR, BELL: Here it ia • . 

13 
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IIR. GRAV!S: I nenr aaw that aaorand~a· Mr. Hau 
read it to me. It waa quite long and detailed. 

H.ll.JR: !ddent}T Bell haan't read it either. 

IIR. mLL: 111, I han, but lt baa bean a week ar· 
It ie diacuaaad -all thrcurch here. "It ia propoaed tha 
the E bond-be opened to ali inYeatora other than caa­
atrS~ial banka u of .lpril 11 ' 43. The limitation of the 
amount purohaaad would not De obanged. • 

(llr .• Hau, llr. Tiokton, and llr. Lindow inttred the 
conference.) 

H.K.JR: We are talking 't'lf'T con!idantia.Ll7 her.• 
about bow to organise our aalea forcea tor .April) and 
Kr. GraYea aaid that JOU (Haas) had worked out a prograa. 

IIR. WS: All I had was what was in that a•o• 

KR. BELL: I waa tJ'1ing to find the particular apot 
other than the IWBRarJ. 

14 

KR. WS: 'l'he trouble ia, it l'llllt all the W&J through. 

H.K.JR: Can JOU tell it to ••? 
KR. W S: lea. Cb the bub of thia analfaia we 

aade of th~ eouroe of funda where the aoneJ ia, it worka 
out that ~ere ia a large portion of the funds in the 
lower inCGat groupi. We figured that it ien't a queation 
of whether rou need one organisation or the ether. The 
~ob ia 10 b g that JOU need to uae both organizations to 
a aaxla~a extent. So we f j gured that the Victol'f Fund 
C~tte11 could hanne · tlle upper groupe, and theJ woul d 
contact -people tbat bad fifteen tbouaand or aore or a bank 
balance 0! anen tboueand fin hlllldrtd_~ and theJ would -k 
trra liata to keep the two orga¢aationa trca getting into 
eaob other' a hair. !'he War Sadnga Staff would take all 
the rest. It eeae- to aa it would aean an i ntanaificati on 
in eTtf'T direotion, ino.Luding a bouae-to-bouae canY .. a. 
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H.II.JR: George, I dou't Wlderatud Jf111.1' detinitiOD. 
Gin ae the detiD1Uon of the llaitationa apiD. 

IIR. H.US: !he lla1 tatiOD would be that the nctoi'J 

FWid C~ tte11 would contact people hn1Jig 1Dcca11 ot 

fitteu thou11.11d or aore, or h&'rl11g a bUilt b aluce ot 

anu thou11.11d tin hiiJidr.a. !hq would operate tr• 

liate which would be aade up bJ baDkera ua other groupa. 

!hat would keep th• out of the hair of the •r Sninga 

Statt. 'lhq are ao•e adapted to that tJPe of aollcitation. 

It il the inYeator-ainded people, whereas the war Sartngs 

~taft would contact all others. We aet u eatiaate ot 
aalea torE boDda 1D April of a billion ud a half. 

H.II.JR: I aaw thatL but 70u are n9 better than the 

ailk delini'J 17st• 1D llew York, where the7 han fin 
di!terent OCIIPIJliU goip.g 1D the sue block, You 111uld 
han a Victoi'J Fund aale•u going into that block, 
into that apartaent houae, and 70u would alae haYe a War 

SaYings fellow going into the tlllle apartment. · 

KR. WSt 'l'bey wouldn't croie •o auclr the Hate 
would be aade up jolntlT. Koat of the people whca the 

Victoi'J Fund woula contact would be at their buaineaa 

plaou rather than at hcae . Sc.e wou.Ld be ude at 
hcae. 

I alao aucgeated that both orpniaationa haYe the 
ccaplete llat ot bonds. I thiDit it h foollah, for instance, 

tor ODe of Blttingtoc•a aen to ca.Ll on a aan - if be 
haan't bought hie lWt of l bonda, he ahould be able to 

aell llill u I bond. !he e•e with Harold. If he want to 

•- orp.nhaticm, --.r•-e club, or- acaething, that baa 

bean working ud the7 alreadf had the lW t of E bonda 
ud wanted acae othera, he could aell th• a two abd 
a half, 

KR. LINDOW: llr. Seoretai'J, there are an eatiaated 
d:lt7-three aillloii inoca4'reclpiuta for t hh calendar 

7ear, and the people oYer fifteen thouaud dollara would 
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nlabtr onl;r a~out thrtt hundJotd thousand. 

So the War Saving• field would number wa;r into 
the millions, that iel the people under fifteen thousand 
inoame; whereas the V ctory Fund field would be a heavil;y 
conoentrated fiel~ where the larftl' incomes are, with 
thrtt hundJoed thogaand people, p ua ma;ybe a hundred 
thouaand corporations, or a total o~ about four hundred 
thoueand. 

It h a hiidll:r pereonalhtd t;ype of cuap~gn which 
ie needed for tlioee people. Wbereaa, the ~·· campaign 
that ia needed tor the other eixt1 milli on or fift;y 
million, or whatever fOU can work on, call• tor the aaee 
technique which the War S~Tinga Staff baa been ueing. 

I &R eorr1 to interrupt 7~u, but I thought thee• 
nuabere were worth bringing up. 

H.li.JR: That ie important. 

Ot oour••· the thing I .. roping !or - I don't 
know how to do it. That h wha we are tailing about, 
how to get tbeee two organisation• together. 

It h eaa7 anougb to get tb .. together here in 
Wuhington·. ·We juet have to eand !or two or three people, 
and we are together. Bring &tfington in, and we are 
together - I aean, at thie attting. 

KR. H.US: t)Jr 111ggution h, approximately, 
leaving the Victor7 Fund doing more or leae what they did 
the laet tiae. · 

• B.li.JR: &t look, Georfe I Ult tbh an u example. 
On one page or the p•r•r wil t, an ad for the Victory 
Fund and on the oppoa te page the War Savings. 

16 
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· KR. GRAVES: No.!. it would han to be aou b7 the 
people in Chicago. we woulc1D't lmow &DJthing about that 
here because it h contributed and aponaored. 

H.ll. JR: Who would coordinate tbe adnrthing in 
Chicago? 

MR. G.R.lVES: You 1aean here? 

H.M.JR: .AnJllhere. 

KR. GRAVES: It wu done b7 the .Adnrtial, Council, 
supposecll7, in tbe Dec..ber drin. You turned hat onr, 
as 7011 recall, to llr. 'l'hoaa. Be ·waa auppoud to take 
care of the adTertiaing. 

18 

H.K. JR: But it didn 1 t work. Who would do itil !p;il' ­
eo that ~eara Roebuck and Marehall Field woul.dn • t han 
two add 

, llR. GRAVES: You can 1 t prnent a thing like that be re, 

H.M. JR: All right, but who in Chicago would do .it? 

.1m. G.R.lVES : What I was trylDg to sq wu that I 
thou&ht this thb~ would be nry la.rgel7 cured it we 
woula proTide !or soae form of aupenialon md coordi­
nation at the large citi .. , 'llhicm were lacking in the 
Decellber operation. That ia , JOU could designate so•-
one in e•h of the fifty l argut oitiea, or twenty-tin 
largeat cities, and I tLink that would proTide all of tbe 
coordination 70u need. 

H.M.J R: To do what? To be a coordinator? 

KR. GRAVES: T~at h riallt, w1 th respect to adnrthing. 
J.t Clnelmd what happened tliere waa that the War Sannga 
people went to the Vlctor,y Fund folka and aaid, "Here, 
we han got to get together on thia to uoid competition, • 
and thq worked the thing jointl7 at Clneland. I think 
it oould be done ne1'711bere. 

• 
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KR. WS: On tbe. Pacific Co.et - waen't t.t.t where 
the ac said ther worked it Jointlrt 

liR. GRAVIS! Tbe7 did iD a aood IIUf places. 

H.K.JR: You ban to gl. n eo• ordere. 

liR. GRAVES: Certain.]J-. 

H.K.JR: I still thiDlc that certa1Dlf in tbe hUDdred 
and twe!Te - aren't there - Federal Resei'Te dietrictet 

KR. BEll.: There are tweln. 

H.K.JR: I uan with the brencb11. 

liR. BELL: There are twent)'-thl'ee bi'&Ddlla. 

H.K. JR: But the hundred and tweln citiea--

liR. BELL: Tboee are cities of a hundred thoueand 
and oTer. 

H.K. JR: I thought ther all bad branoh11. 

KR. BELL: No, t~ere are onlr tbirty- fiTe bi'&Dcbee 
in the countl'1 where tbe Federal ke11rn bu officii. 

B.ll. Ji: -.111 did we go to a hUDdred and tweln oiti11t 

II& BILLr We picked the principal cltln in tbe 
countl'f of a hUDdred thoueand population. 

B.)(. JRr Let'• call it a hundred and tweln. It we 
had a boea, eo to apeak, of ••ei'Jtblng in a hUDdred and 
twehe citiee, we certainl7 woul4 taka care of it. 

KR. GRAVES: I think rou would 1f rou had a bou of 
eTerf\bing in the twent7- flTe large•t oitiee, or fift7. 
Tbe11 thing• tbat Kr. Bell epoke about and thlt I hln 
juet Mntioned kind of look bad to ue, but thin il nothillg 
fatal about two adTertiaeaent• appearing. 
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li.K.JR: No, but 7ou eee, the7 ban got thb thiDg-­

KR. BELL: It ie bad for the public. 

H.K.JR: I etill think there hae got to be a bo11 
here and there hae got to be a bou 1D Jew York - there 
hae got to be one in Chicago. ill right, who i1 going 
to be the boaa in New Torkt lho i1 going to be boea 1D 
Chicago? 

}(R. GR!VES: I think WI would ban to figure that 
cit7 b7 citr and eelect eo .. one peraon froa the two 
organi&atione. 

H.K.JR: I don't aean ju1t on adTertiaing. 

KR. GRlVES: Well, on an7 part of the operation. 

H.K.JR: I mean on the whole part. 

}(R. GR!VES: It would not b1 too difficult to do 
that. I mean to find aoMb.odf - ci t7 b7 oit7. 

out 

¥R. HW: Uke 70U did onr in Fara Credit - a IBID 

like a general agent to bring th1a all together. 

H.K.JR: What dld I dof 

KR. BiiS: You bad thoee diTeree organisation•, the 
Luld Bankl and other 1hort-tera credit agenclu, and 70u 
put a gen•ral agent in •ach plaoe to briag thla all together. 

B.K.JR: Where looated! 

KR. HAJS: He waa located in each Land Bank di1triot. 

IH,K.JR: The7 were ba1ed the .... aa the Federal 
Ruern! 

KR. LIRDOI: TwllTe di1trict1, but the areae included 
are a little different. 

H.K.JR: I had a general agent? 
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KR. HUS: To coordiDate in eaoh dutr1ot, and he 
reported to ;rcu. You could uee h1a ae a coordinator 
in each place. 

H.K. JR: Eneyth1ng cue under hia? 

)(R. BUS: He wae theohlef coordinator. He would 
function like the an Gra~ .. augg .. ted here. 

H.K.JR: I hall twe1n of tho11? 

KR. HAAS: Yea. 

H.K.JR: Were 7011 in Fal"'l l.redi t'i 

KR. TIQ{TCII: I waa. 

KR. LINIXJN : I waa. 

21 

H.K.JR: HO. could you put up with me ao long? (Laughter) 
Both of 70u o ... froa Fara Credit? 

KR. LIIflX>I: Yea, ei r . 

H.li.JR: How did I pick the general agenh? 

KR. HW: I don't lalow how ;rou picked thlia. I 
re-ber Crowle7 was one once, don't ;rou re•aber? Up 
lJ1 Klnneapolb - St. Paul. 

H.K. JR: Tbat u right. .And the;r were boea onr the 
whole aha.t 

KR. BELL: The7 were ooordlnatore. 

H.M.JR: Was it unltol"'l in eaoh diatriot then? 

KR. HW: Tea, tb.e;r had one ge111ral agent and 
thq had interudlate oredlt banka. The Luid Benke md the 
Production Credit Corporation - Seed Loana--

KR. LllflX>I : Rag1ona1 Agri ou 1 ture. 
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1IR. R.U.S: You had ju.t thh tne of problea onl7 
it wa1 aore co.plicatea. 

R.M. JR: Then the general agent wa1 respon1ible 
to me? '. 

~ H1AS: Yea, and so waa the Land Bank president 
under the law. But JOU uaed bia as the coordinator. 

H.M.JR: Who, the Land Bank prealaent? 

~ H1AS: No, the general agent, which was an 
entirel7 separate indiTidual. 

H.M.JR: I put hila i.n each one of th.e tweln di•-
trich? 

MR. R.U.S: That ia right. 

H.M.JR: Then did the7 work directl7 with me? 

~ R.U.S: The general agent did, and the other 
people did, too. The7 reported to JOU under the law. 
But JOU used bia to - as a coordinator - there were 
conflict• between organisationa, and be settled thea 
locall7. If there wa1 a problea the7 couldn't get 
tofetber on, he caae in and diaou11ed it with 70u, JOU 
•• tled it, and be went back and fixed it up. You .ade 
tripa around, too, in the different placea. 

B.M.JR: Oh, I worked in thoae daJ•• I went into 
each one of thoae. I had a .. eting in each one .of thoae 
twelTe diatrict1. 

Bow doea OP! operate? The7 are under Federal 
ReaerTe diatricta, aren' t the7f 

MR. GR.lVES: I think not. I think theJ are on a 
state basia. I happened to read a little aquib thia 
aorning about the State OP! director tor Utah. 

H.W.JR: What would JOU think of twelve coordinator•? 

22 
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KR.. GB.lVES: I thillk that would be all ript prnijled 
we were careful in the choice of tbe twe!Ye coerdinatora. 

H.K.JR: Wherever they were beat--

KR.. GRAVES: I thillk they wpt to be yow- repre­
aentatina and not attached to or a11ociahd with the 
Federal lieaene 11tup. That 11 rrt opinion. 

B.K.JRr That is rii!Jlt. You wouldn't han thea 
the twelYe chair.en of tne Federal Reaene? 

KR. GRAVES: I thillk they ou~t to be people aa 
far aa possible detached froa the Federal Reserve aetup. 

H.W. JR: Wb7? 

WR. GRAVES: Because I think you want thea to be 
your IIWiagers and not thelre. You han got to han an 
impartial group. 

H.W.JR: They would haYe to come, either - one of 
your State chairmen or one of tbe Victory Fund--

KR. GR!VES: They aigbt be so chosen, but they shwld 
be regarded aa your repreaentatiYes. 

H.K.JR: Then how wwld they - let'• aay I have one . 
lie 110n't han to be, neceuarlly, on the Federal Raaene; 
we would tab thea on the Statu. '.:re 110uld get over the 
bad bueine11 of the Federal Ruene, wouldn't we? 

KR. GRAVES: .U I aee it, you aight want to liait 
thea to certain citiaa, without regard to the general 
qrarian co~itiee where there would be no probl•· 

H.K. JR: I .. an, take, for 1naten 4'e , the Waat Cout. 
You aipt haYe to h•Ye two coordinator• on the-Weat Coaat. 

KR. GRAVES: I ahould think ao. 

H.K. JR: You aight han to han, aq, one for San 
Franchco and Lowfelu, ancl .., for Seattle md Portland, 
and then the back S aha. . 
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IIR. GRAVESt I don't thlbk JOU 110uld han &IIJ 
problea1 .out there ezoept in tho1e tour oitie1. 

H.K.JRI One tor Seattle and Portland, and one tor 
Lo1 Angele1 and San Franoieoo. I .. juet ueing that tor 
an exaaple. 

24 

IIR. GRAVES: Or ;you aight find it enough to han one 
tor the wbole coast. You oan trnel prett1 tut out there 
bf plane • . 

MR. BELLa It i1 a prett1 big territorr. 

IIR. TICKT<If: RAtlatinlJ 111all nuaber of Viotor;y 
Fund proepeota . 

H.)(, JR1 You would do thh thing b;y citiee? 

IIR. GRAVES: That would be rtq idea. I don ' t think 
you would hue an;y problem except in the large citiea of 
the countr;y. 

IIR. BELL: Twent;y-fiTe aight do the trick. 

H.K.JR: What ia that? 

KR. BO.L : Twent;y-tin llight do the job. 

H.ILJR: Here the problea 110uldn't be •• difficult. 
We han an adnrtiling departaent in •ar Bond1. After · 
all, Buffington '• whole orfanisation aaounta to eiz or 
aenn people. That 110uldn t be ao difficult at thia and, 
would lt? 

IIR. BELLI No, &I a matter of fact, the Victor;y Fund 
eetup OUiBt to ueethe War SaTing• Staff eetup whereTer 
the;y ·oan, partioularl{ the adnrtiai• end. the moTiu 
and the radio wi th a1 their experience and contacts. 
There ehould not be another organisation of that t;ype 
aet up tor the Victor;y Fund Comaittee. 

B.K. JRa Do ;you think we ought to bring Bufti.Dgton 1D 
at thh etage allll talk to hia'l 
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MR. BH.L: It wouldn't do an:r hara. Bu he , .. D 
:rour report? 

KR. BUS: Yea. 

KR. BFl.L: The thing that worriu .. about all the 
coordinators ie, in effect, another organisation on top of 
two other organizations. 

H.ll.JR: I don't know. I aa juat groping. 

MR. BEll.: That il the tint thing that worriea .. , 

H.K.JR: These bo:ra han the11 tlgurts. You think 
7ou wml4 ualgaaate th~a and get it onr with? 

MR. BELL: I don't know that that 1a the enner, I 
don't know as we eolTe it b:r putting one organisation on 
top of another. 

H.K. JR: We did in 1 &I'll l.:redi t, d1 dn' t we? 

KR. H.US: Yea, air. 

(llr. Buffington entered the Conference. ) 

H.ll. JR: We are doing a 11 ttle talking be re. l'e 
would like to keep it confidential. 

I thought I aight put in a call for .ll.r. Grant. Be 
spent a lot of time on thi• thing. 

MR. BUFFINGTON: He ia still in Florida, I belie••· 
Nert llonda:r he will be back. Bathrick got in thi• morn­
ing, I beline. 

H.K.JR: Hae he an:r idea1? 

KR. BUFFI!GTOlf: I hann't talked to hia, .ll.r. Secretar;r. 

H.K.JR: George, we haTe got thi1 Harold Thomas report, 
and to sua it up, thef want to aore~ both organitationl, 
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u near aa I can ake it out, and etart al l onr with a 
new one. Is that about right , Bell ? Well, anJWIJ, I 
will give 70u a chance to rea4 it. We juat don't ••• 
our wa7 clear. Of course , what I would like to hue, 
if I could find a wa7, i1 to reall7 ooneoliclate bot h of 
theee or fanisationa. and do it anjw&J so that we will 
still ge the best out of both of th«a. It is awfu!!J 
difficult tor en17bod7. 1 Haae ueed to be with .1111 in 
Fal'lll Credit , and these bo7s, too, and ther said I had a 
problem which was auoh 1101'1 difficult in Fal'!ll Credit 
with aU these various lending agenoi~ 1 , and I put in 
twelve coordinators. ihat did I call thea? 

KR. II.US: General agents. 

H.M. JR: Ae I re•llber, each ot .them had four States, 
didn't the7? ' ' 

MR. BELL: That is about right. 

H.K. JR: -- who were directly responsible to me . 
They had the Land BanD and ali these various different 
lending agencies under them, and the7 g~t them together. 

You IIUst ¥n thought about thia thing, haven ' t JOU -
about how the two organization• could be melded? 

WR.. BUFI'INGTCJi: Yes, sir , I have, and it aeeu to 1M 

it it could be clone effeotive17 we would elLainate a lot 
ot this oren- rough that we eeea to be getting in the 
h rri to I')'. 

(fhe Secretary held a tel ephone conversation with 
~. Bathriok, as followe:) 
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ID&Jr: 

Operator: 

HMJr: 

Opera tor: 

HKJrt 

Operator: 

HKJr: 

Operator: 

KMJr: 

Donald 
Bathrick: 

~ I!KJrt 

B: 

HMJr: 

B: 

Hl!Jr: 

B: 

IDLJrl 

B: 

IDLJr: 

B: 

IDIJr: 

Rallo. 

FebrvarJ 15, 194' 
101 '6 • ••• 

kr. Bathrick ia 1n b1a ottioa. 

Ia wheret 

He ' • 1n h1a ott1oe here in Waah1ngton. 

I want to talk to bia. 

Hello. 

kr. Bathrick. 

Hello. 

Hello. 

kr. Bathriokt 

Yea, eir. 

Morgen tbau. 

Yea, eir. Good aorning. 

10:31 •.•. 

Good aorning. I bear kr. Grant 1e awa;r. 

Yea, air. He'll be in town a weak troa tbia 
aorn1ng. 

I aea. 

An7th1ng I can do tor 70ut 

I don't know. I'll ••~ you. Ra~e- ba~e 7ou 
people got &DJ tbougbte or ideae on tb1\ April 
dr1~et 

You aean our ooaaittee, Mr .•••• 

Yeah. 
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B: 

HXJr1 

B: 

IDCJr: 

B: 

IDCJr: 

B: 

HlCJr: 

B: 

HNJr: 

B: 

IDCJr: 

B: 

HXJr: 

B: 

HMJr: 

B: 

B: 

HXJr: 

B: 

.. 

•••• Secreta I')'' 

Yeah. 

- 2 -

Wall, I would aa7 - I would ea7 1••· 
I'm thinking in term• ot the - ot the organi&ation 
in the field. That'• what I'm thinking about. 

You aean the working ot the organization. 

Yeah. 

llot ot the •• • • 

Ot the two organi&atione. 

Wall, I would ..,, yae, we ha•a, llr . Secretar,. 

Ra•e 70u - have 70u got them i n 7our head' 

Wall, I th.ink I could give them to 7ou, and what I 
would like to do before I oame over, it that wae 
what 7ou •••• 

Y81. 

•• • • would be t o oall llr. Grant and make aura that 
ht and I art looking down the aamt barrel. 

28 

Wall , tuppot1ng 70u do that baoauaa - and do you 
tuppo .. I could - you 1d coma over tomorrow morn1ns' 

Yea, a1r , I'd be delighted to. 

8&7 about nine-thirt7' 

llina-thirt7 to.orrow morning. 

Yeah. 

I'll be t here. In the meantime, I will talk to 
Mr. ~rant now. 

AD4 • •• • • 

Do 7ou tael that it would be neoal8ary or be helpful 
to 70u it we had our commi ttee meat next weak' 
We •••• 
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B: 

IDIJr: 

B: 

HMJr: 

B: 

IDIJr: 

B: 

IIMJr: 

B: 

IIMJr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

- 3 -

I don't know. Let- let1 a you and I talk 
t1rat. 

~11 right. 

But what I - what I•m particularly intereatad in 
!a to get reoomsendatione trom you people ae to 
the tield organi&atiQn. 

Yeah. 

You net 

The operation ot it t or the oa.pa1gn. I under­
etand i t 1 e $9 billion dollara. Is that rightt 

Oh, no, 1t1ll be auoh more than that. 

Oh, well, I read that. (Laugh a) . 

Yeah, well • ••• 

Al l I know ie what I eee in the papers. 

Well, what I said wae -- in the paper -- that 
1t1d be at least ae much ae l••t time. 

Uh huh. 

And I bad twelve in mind. 

Yeah, yeah. 

At ltaat aa much. 

.Oh. 

Yeah. 

All right, Kr. Secretary, I'll be very glad to 
"be over there tomorrow morning at nine-thirty, 
and I t-hink I oan come up w1 th aometh1ng at 
leaat to clarity your sind, and t hen at that 
ti•e we can deteraine whether or not you want 
this tull ooaittee next week. 

Okay. 

thank you. 

29 
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H.K.JR: The7 han spent a lot ot ti• on it. 

What are your ideas, George? 

30 

liR. BUFFINGTC!i: What I don't under•tand, Mr. Secre­
tary, is that there are some places in the field where the 
two organizations seea to naturally work together; and 
there are other places where they seem to be co~letely apart. 

I don't aee why an arrangement can' t be worked out 
where the two organizations can function during the April 
drin, with the ele11111nt aost adequ.ah to do the Victory 
Fund work working under the Victory Fund direction, and 
the group aost ade~uate !or PAT roll emphaaising that part. 
I think that the b1g qu11tion in ner,yone' a aind now, in 
the dhtriots, ill tlie conflict in certain aectiont betwun 
the objeotiTea of the two organizations . 

In our discussion a week ago Sat~rday about haTing 
the Victory Fund organization offer the E Bond and the 
other organization offering the basket that the Victory 
Fund Committee offers - how that will work out, and how 
much friction that will bring about, I am not clear on 
in rq on· aind. 

H.K.JR: In these discussions, do you people •till 
feel it ehould be two separate organisations or one 
organisation in the field? 

KR. BUITIBGT(Jf: I personally feel that tbe pay-roll 
sninga ia one tu.nction in itaelt• and the aale of the -
the &eneral sale of securitiea to the other innstors h 
anotlier kind of prob!ea. I would think, in that respect, 
that they certainly ought to be departaentalised if they 
are going to be under the same direction. 

liR. BELL: Regardleu of the amOilnt, yOil thi.nk that 
that could be one organisation? 

liR. BUFFIBGTOI: T11. 

H.K.JR1 George, jutt for tun, in your head, you han 
got how Mll1 of theae lellowa - 7ou han got tweln lte7 •n? 
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KR. BUFFING'l'ON: That 11 right. 'fwWa aen u 
praaidenta, the ex,cutiYe aanagara - the ~elYa aen 
under tha chairmen - and thef with their a••i•tant•, 
and then the7 go off into T•gional oo-.lttee•. 

H.ll.JR: How JaUch 1a fOur pq roll, n011t 

KR. BUFFINGTON : I will gat tho•• figur••· 

(llr. Buffington left the conference t .. porar~lf.) 

R.ll. JR: Theae chairMn of the Federal Reaene banb 
wou.ld be these coordinator• - I aean if we put in twelYe 
aora people'/ 

KR. BELL: '!'hat bethera 1111 a 11 ttle . 

H.ll. JR: You couldn't haYe the preaidente of these 
Federal Reserve banks act as the ooordinatora? 

KR. BELL: Take them out •• presidents of the Viotor,r 
Fund Committees? 

H.ll.JR: Yea. Suppo1iog we eaid- -

KR. GRAVES: In eoae dietrich that would work; in 
othel'l it would not llll'k. 

H.K. JR: In what di•triot would it work? 

KR. GRAVES: It would work nr1 well in the Chicago 
Federal Re~ene dietr~ot, for exaaple. 

KR. BELL: And Klnneapolh - aoaebodf dou both job1. 

KR. GRAVES: In Clenland it would not do. 

H.K.JR: What ia the atter in Clnaland'l 

KR. GRAVES: Fleaing do11n't like our aerohand.he 
or our organisation or an,thing about tha War Suing• 
11tup • 

• 
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H.JI. JR: Jlro. Fleml.ng 1a a weak apot, &111ft7• in the 
whole thbg. 

. 
Let me take the fi rat diatriot. 

JIR. BELL: PaddUhk in Boston. 

32 

(The ::lecretaey left the conference te~~porarilJ.) 

H.K.JR: Hen J<ll got the th1Dg7 Ylhioh onea ara good 
and whioh onea are bad7 Boaton, Paddock; !few York, Sproul -
these are the good onea? 

JIR. BELL: lfo, those are all of the11. George thinka 
Paddock h all right. I han aoM doubta about Paddock. 

H. M. JR: Who thinka eo7 

MR. BELL: George. 

KR. BUFFINGTON: I think there a.re fin .:ita tee in the 
tiret district and of the--

KR. GRAVES: Sh:. 

MR. BUFFINGTON: -- and of the aix but leaat four 
the adldniatrator and the Viotor7 Fund ~oa.itteeaan 
aeea to be caapletel7 in accord. 

H.K. JR: Let 1 a juat do thia, let ' • ,tart with Boa ton. 
The Federal Reaer~e tel!ow'a DIM ia Paddock. 

KR. BUFFINGTON: Yea. 

H.JI. JR: How do 7011 work w1 th th• up thert? 

MR. GRAVES: 'we han not workad ney well with hia, 
aa I reoa!l. We han had a lot of trouble about New 
Ena:land, in the Federal l!eaene operationa. There waa 
a flu, for Ullllp!e, when the7 Were thirtJ-fin da71 behind 
in the iaauing of banda on aohedule. 
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H.K.JR: Who il 70ur bu\ IUD 1D In .bgladf 

KR. GRAVES: Toa Hughu 11 our adainiatrator in 
Connecticut. Be is a good man. 

HJII.,TR: Tc-... Hughu? Tba IUD that und to be 
.beiatant Secretaey - hne fOU ~tot hia working for 7ca1? 
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KR. GRAVES: Ye~. Hh bi'Other worked ' in our operation 
fi'Oa the "'1'1 out-set . 

H.K. JR: .&nd 11A1 are pa71Dg hia? 

KR. GRAVES: No, he works for nothing. 

H. M. JR: Did 70u know that? 

KR. BElL: No. 

H.K.JR: He ia just 111 S.O. B. He made ae J&Ore trouble 
when I OIIJU in here! H•was tile fellow responsible for &J.l 
the dirt1 stories about ae, and eTei'Tthing else. 

KR. GRAVES: I didn't know that. I talked with 
llcRe1J1olda about hia. 

H.K.JR: ll&c knew that. You (Bell) knew that. Be i1 
a filthf so-&Dd-ao • 

• 
KR. GJUVES: I didn't know t hat. I c.hecked with 

ll&c &nd lor.~~ Tho!lpeon. 

H.K.JR: He a&de &ll these etorie• the fir1t three 
aontb• I waa in the Treaauey. He h the fellow, when I 
told hia the President of the United ~ate• didn't h&Te the 
fi gures ae to what the deficit would be - didn't know 
b7 three bil.lion dol.1ar1 - he aaid, "Wh:f didn't fOU tell 
that to the Prelident of the United Statea?" lhJ did I 
hne to go oTer &Dd tell hia he didn't know? I aaid, 
"ibf ah~Alld I tell hia? If he W&Dh to know he could 
send for ... • -Hughes wae thaD Fiscal Alaiatant Secret&I'T· 

" 
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IIR. GRAVES: We oe oballge that if 7CIIl like. 

H.K.JR: How long baa be been in there t 

MR. GRAVES: He hu been working right along. Hia 
brother went into the Na•J·ana he baa been functioning. 

liR. BELL: Hasn't ha bean here on aou worltt 

H.K. JR: Sul"'l, he went with the ~tate Depart.nt 
ana all the rllt. 

liR. GRAVES: He wa ... -
' liR. BELL: The fellow that 11 in the nut "'l;a,te, 

Rhode leland, is ••rJ good, isn't bet 

KR. GRAVES: Pirnie is ney good. 

H.K. JR: iho? 

KR. GRAVES: Pirnie . 

H.K.JR: 'Who han JOU got up there? 
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)(R. BUFFDIG'f(lf: John Stubba. He and DohertJ get 
along nrJ wen. I think there are four of thea, out of 
the aix :>tat11, that he haa had a good deal o! contact with 
ana geta along fine, aa I underatand it. 

B.K. JR: Ban JOU got an;yboclJ ebe other thm Hughaat 

IIR. GRABS: No, I think not. Our Collector of 
Internal Rtnnue 1a our head 11&!1 in Kaiae and in Vesont, 
and a MDu!acturer froa Naslula, N .. Ballpahire, naaea 
Winthrop Carter ia our head .u in New Ballpab.ire. He 
ia an excellent .an, but I think would not ba•e t~ for 
thia added reaponaibilit7. · 

H.K.JR: Yih7 don't JOU continue in JOUl' office along 
this line a little bit further, exploring the thingt I 
!ttl thia WIJ - I MID, it ia all wide open, but the W1,J 
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I feel h I would like to han a 11&11 in each one of thue 
diatriota who ia boaa over both orgaulaatlOD!• 

35 

KR. BEU.: Each Federal Reae"e diatrict, or would you 
break it down b7 citiea? 

H.ll. JR: , don 't know. 

liR. BELL: We can explore that, You are leaning 
that ~1• toward a coordinator? 

H.ll . JR: Yea. 

llR. BUFFIHGTCB: llr. Secretary, 10U aaked 11e a IIOMnt 
ago the nuaber of people. Do 71». want thoee figurea? 

H.M. JR: Yea. 

)(R, BUl'FIHGTOih ia of Janua17 firat we have one hundred 
and fqurteen in the country executive managera, regional 
managera, publicit7 meo, and with the new appoi.tments pend­
ing fhere will be one hundred and fift7-two, making the pay 
roll aix hunir.a and twent1 thousand dollars a 7ear. 

B.M.JRs You don't have t o tie up all of these people. 
Do JOU want to take George in with JOUf I don't thinlt 
JOU need Tickton. 

llR. I.DOXW: I thought JOU aight be interested in 
thia write-up. The1 are still using the general agent. 

(Unitei Statu Gover0111nt .l&anu&J., Fal.l .1942, handed 
to the Secretary.) 

H.M. JR: (Reading) "ictivitiu of the fou r inatitutiona 
in a diatrict are coordinated through the farm credit board 
and an executive called the general agent, who acts aa joint 
officer for the four unite. The general afent h reaponaible 
for the coordination of da,-to-da1 activit es and ·haa 
auperviaion over certain personnel and facilitiea, with 
autborit7 to direct tbl legal, accounting, lnforaational, 
and etatietical activities.• 
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That b about what •• no.a. - a paeral qat 1.11 
each 411triot. 

KR. ORAYES1 lieport1Da to J'Oil• 

B,J(,JRI Yea. 

36 
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Con!erence in Soerotar,r Horaonthau•a Office 
Fabru&r)' 15, 1943 

ll:OO A, 1.1. 

Present: Secretary llorgonth&u 
Jlr, Herve Alphand1 National French 

00!111111 ttee to the l11'11 ted Stetee 
l!r, H. D. l'lhite 

'l'bo conference wao arranged at tho r equeot of 11r. Alphand, 
llr . Alplland, Director of eeoncaic financial atudiee relating to tho 
peat-war period· for tho National Prenoh Caaittee to the United Statea , 
said M wae returning to Loodon at the end of tho week. He told tha 
Sooratar.r ho gl'eatl,y appreciated tho d1eou81ion. ho bad. had with 
llr, Bell, llr . White and llr. Bernstein on fore1,cn exchange and other 
aonatary probl-.. in which hia Govor...,.nt wae keenl;y interested, He 
a aid there waa a particular problm h.e would like to raiss with tho 
Sooretar,r. 

Prior to tho completed occupation of France, arrangement. had 
boon m&do w1 th the Treasury so that .t'unds wore unblocked for the pur­
pose of auppJ.31ng certain food packages, chiefl~ meat, to French 
prisoner a i n Gern>aey. Since tho complete occupation, that has been 
stopped, He sai d it was extreme~ important for Franco that auoh 
shipments be continued because the priaonera in Germany representee! 
one-fourth of the entire French population of men frlltll the ages of 
20 to 40 and were, of course, not receiving near~ enough to eat. 
He hopocl the Secret-o.ey would aee hie way clear to tile re.suming of tho 
unbloolc1ng of tho .t'unds which he aaid &~~ounted to a Sllall sum -
probab~ a half a 111ll1on dollara a ·year , He &lao stated though tho 
N<Ltional French C..Utteo to tile United States was 1n favor of keeptna 
i ntact the French .tunds until auch t.iae aa there was a unified GOYern­
unt to d.oal with, he felt that all parties would be strong~ in fe.vor 
of tho oxpenditun of French tunda for ou;>Pl.Jin& French prlsonera in 
00!'MIIT with aeat. l!s stated that the State Department was considering 
tho r.&tter and he hoped tile Treasury would release the tunde for the 
purpoee . 'l'be Secretary replied that he waa not informed as to tile 
doto.ila but 'lfOilld take the matter up at once . 

llr. Alph<Lnd ~n stated he was going to see General de ·Gaullo 
next week and wondered whether there waa All)' meaaage he could c arry 
baok to Oeneral de Gaulle from the Secretary. lho Secretary stated 
he had not met G~neral do Gaulle but L'r. Alphancl could carry back his 
kindeot rellarcls , J.!r , Alphand replied that they felt deep~ appreciative 
of the sympathetic bearings that he and his sroup had received at the 
Troaeury. 

l!. D. Tlhits 
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IIMJr: 

Operator: 

HMJr: 

Operator: 

IIMJr: 

Operator: 

HMJr: 

Sumner 
Welles: 

HMJr: 

W: 

HMJr: 

W: 

HMJr: 

WI 

HMJr: 

W: 

HMJr: 

Hello. 

February 15, 1943 
11:22 •••• 

Xr. Welles baa a f oreign newapaper correspondent 
with him, and they wanted to know it you could 
wait until he's gone. 

Y.ea. 

All right. 

But as soon a s he'a gone, it he'll call me. 

Right. I'll do that. 

ll: 39 a.m • 

•••• hie attention an article written by young 
Sulzberger trcm London i n regard to Rwaanian 
Jews, in which i t said that the Rumanian Govern­
ment was willing to help 70 ,000 Jews come out -
hellot 

Yea. I don't think I aaw it, Henry. 

Well •••• 

I vas just IU.lting a note ot it. 

It ' ll be- I sent it to you tive lllinutea ago. 

Oh, you bavet Thanka. 

It ought to be there •••• 

All right. 

•••• in the next tive minutes it you .. • • 

Right. 

Nov the President didn ' t know anJth1ng. about it, 
and he eaid -- I tried to get you and I - you 
were out -- and be eaid to talk to you about it, 
and the t1rat ti11e that you aaw b111, would you 
diacuaa it with bill. 

39 £-.. 
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HKJr: 

W: 

HMJr: 

W: 

RMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

RMJr: 

W: 

IDIJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

• 

- 2 -

Yes, I Will, indeed. 

And I- naturally, it there'e a ohance or getting 
70,000 ot these out - and the story says the 
Ruunian Goverrtlllent ie willing to r·urn1eh the 
transportation. · 

Well , that eeeme almoet unbelievably good. 

Right, and 70,000 souls are a lot ot people. 

Uh huh, I should aey eo. 

And •••. 

..... . 

Well , I hope to God there's eome foundation ot real 
truth 1n it. 

Yee. 

He'e pretty good, ae a matter ot tact, Sulzberger, 
about hie stories. He baa pretty good intormation 
ueually. 

I suppoee you'd have to cable to London, wouldn ' t 
you, to get - the thing - the story came out ot 
London. 

Well, 1t may be- it may be, on the other band, 
that we could tell better through Ankara. 

I eee. 

I n any event, aa aoon ae I get the story I'll see 
what we can do to confirm it •.•• 

Right . 

. • •• and I 111 talk to the Preeident about it as aoon 
a e I can. 

And would you - would you keep me posted' 

You bet. 

Thank you. 

I'd be glad to, Henry. 

• 
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IIMJr: 

W: 

HMJr: 

W: 

- 3 -

Thank you eo lllloh. 

'l'b&nke tor oaJ.Hns. 

Thank you. 

Goodbye . 
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FINANCING 

Kr. Bell 
Kr. Grana 
Kr.Bau 
Kr. Tickton 
Kr. Lindow 
Kr. Buffington 
Kra. nota 

FtbNal'J' 15, 1948 
11145 a.a. 

H.K.JR: I 1iu thillkinf ataething like thia: 
auppoelng that for arguaent 1 aake we could agre'e on 
New York and Chicago. You 1a7 CleTeland ia no good • 
.Ul right, I would put in a coordinator in Detroit. 
Then I would put in one, ,.,, a&Jbe in Cincinnati, 
or ao• place like that . I aa jutt uting that ae a 
euggeation. I would put one in in Detroit, then go 
do1111 to Cincinnati where he aight aleo look after that 
section. 

KR. BKLL: Lening Clnelmd to take care of itself? 

H.K. Jlh No, 4t would aho take care 'fr - Cincinnati 
would take oare of Pitt a burgh, Clneland, and Loularllle. 

KR. BKLL1 One eugg11tion wu •de here that rou 
aight take-- ' 

H.K. JR1 Or il.d1anapol1a. 

KR. BELLI -- You aight take aix of the Federal 
li.e11rn pruidenta allll elx of the top •n of the War 
Sninga Staff. 

B.K.JR1 .I think rou han got to do it bJindiTi­
duala. You haTe got to do it b7 territol'J' - by citiel . 
CleTeland 1• a bad 1ection, &nJWIJ• Detroit ia the 
illportant plaoe. 

, 
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lm. BELL: Detroit h in the Chioago diltrict. 

H.K.JR: Well, but it ie 10 tar aw&f. I aa juet 
u7ing the wa7 the thi!li c ~ld be done. Let' • aq 
thtt Eoolu and neeybocJ.T agreee Clneland il no good • 
.Ul r)&ht, 'lllhat would 70u do'l I would pick toJUbodJ. 
Let ' • •1a7 we hen a good 11&11 in Ohio - all right , 
let ' 1 Mkt h1a tbl coordinator. 

MR. BELL: Haven't the7 got a good 11&11 in Ohio'l 

MR. GRAVES: Kr. Jlorgenthau lalowe. (Laughter) 

H.K.JR: lie h a cousin ct lline. I don't know it 
be il an7 good or not. He it a Dice fellow, an1W&f. 

lm. GRAVES: He il nr7 good. 

R.K.J R: He gi vee it hh .tull time. 

I aa juat th1Dking how 7ou llight do that. Thtt 
St. Louie district ia cra17 - I mean, I think 7ou need 
one in Atlanta, one in Dalla~. I think New Orleau 
ought to ha'fl 0111 . 

lm. GRAVES: I han nenr heard that we had &D1 
trouble ot an1 killd in New Orleana. 

KR. BELL: There are about twent7- tin citiea, 
Harold thought, that 7ou ought to Ull - troa twent7-
tive up. 

(Mra . Ilotz entered the conference , ) 

MR. GRlVES: You wouldn't need a eeparate coordi­
natot' tor each froup. The7 could be grouped u 
Mr. Korgenthau e now eugguting. 

H.K.JR: 'lhat would 70u thiDk it I had Marriner 
co• o"r here alone and talked to hia about thie, eo 
he can think about itt 
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MR. BEIJ..: I thiDk it . would be a little better 
than cli1ouasing it tomorrow at the meeting. 

I aa not so eure, if we could get the aen, if 
it wouldn't be better to go out1ide of both organisa­
tions for the coordinator. 

H.W.JR: I don ' t 1ee how you can do it . 

MR. BELL: You haTe the food aen tied up in the 
two organizations . It is pre t1 dHficult. 

H.M.JR: I don't see wh7 JOU shouldn't uae these 
aen. CertainlJ between now and lpril I can ' t break in 
a lot of people to do thia thing. If these chairmen, 
these presidenta of the lederal ReetrYe banks - is that 
'111\at the7 are? .. 

MR. BEU.: Yea. 

H.K.JRz It they were good, they would be the logi­
cal people to do this thing. T,hey are responsible to 
u and the7 hnen' t given ua any trouble, han the7? I 
aa going to a&J nerything that h in 1111 lllind. So 1111ch 
depend& upon the banking •J•te• in thh thing - I aean, 
for tbe big 1uu. The bulk aone1 hu to coJM through 
the banka and their friend• and their depositors. But 
1oi. of ·the1e figures - how aany people got fifteen 
thou• and or aore? 

MR. LINDOW: Three hundred thouaand. Then ·there 
are a hundred thousand corporations we added to that 
group. 

H.M.JR: There i a the other, then. This report 
ha1 1ou clown for somewhere - the7 say the maxi.IIUm it 
between three to fiTe thoUiaocl sale1aen left in the 
indUitey. They say that ia all there are. 
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KR. BUFFINGTON: I don't lmow about .. luun, 
but I aa thinklug of the •aaJ.ea peraonnel, which would 
be a different figure than three thoueand. That can' t 
inolude partners. 

H.K. JR: How m&nf do 70u think there are? 

KR. BUFFINGTON: I would 1&7 the7 are half right -
ten thoueand. 

H.K.JR: ETen that - that ia a aaall figure OTer 
the oOilDtrJ. 

(The Seoretar7 held a telephone oonTeraation with 
Mr. Eccles, as follows.) 
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HMJr: 

Operator: 

HHJr: 

..llarriner 
"Eoolee: 

HMJr: 

E: 

HMJr: 

E: 

HHJr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

HHJr: 

E: 

HHJr: 

E: 

HMJr: 

Hello. 

Chairman Ecolee. 

Hello • 

Hello. 

Marriner? 

Febi'II&J')' 15, 194 3 
ll153 a .a . 

Hello there, stranger, how are yout 

All right. How are yout 

46 

Well, I teel pretty good. I hope you ' re teeling 
better. 

I - I am, much better. 

Well , that's good. 

Marriner, are you buay around threet 

Well, I've got a Board meeting today •••• 

Oh. 

•••• at t wo- the reaeon being- and we got­
Hr. Giannin1 wants to come 1n and aee ue. 

The whole Board? 

Yeah. 

God! Which onet 

A. P. Oh, the real - the old boy himeelt. 

He 1 1 going to oome i n - the whole - t he whole 
Board. 

He wante to eee ue, and he 1 e bringing no 1aw1ere 
and we're having no lawyere. We couldn't 
retuee to eee him, but he won' t be there today. 
Ha'e going to be here on Wednesday • . •• 

Oh. 
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HMJr: 

£: 

HMJr: 

£: 

HMJr: 

£: 

HMJr1 

£: 

HMJr: 

£: 

HMJr: 

£: 

HMJr: 

It: 

HMJr: 

I:: 

HMJr: 

E: 
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But va decided we'd better bava a - a dreaa re­
heareal (laughe) batora - batore he gate there, 
and review the aituation. 

Yeah. 

And we had eet it tor thia atternooV. 

Yea. 

Nov - let'e see, we're meeting v1th you tomorrow. 

Yeah. 

Uh ..... 

You couldn't- you couldn 't - I don't - well, I 
don't wa.nt to up•et the whole Board. 

47 

Wall, we could poeaibly meet- how - ·how long would 
I likely be over there? 

Oh, halt an hour. 

You- you couldn't make the meeting at- at t wo, 
could you? 

No, I can't do that, unfortunately. 

Bef ore- you can't maka it betore three-thirty­
I aean three o'olook. 

That's the tiret I've got. 

Well, I'll tell you what I' ll do - I aaauaa 70u 
want to diacuea eoaething about toaorrov'a •••• 

Yea. 

•••• meeting? 

I wanted to give you a chance to think it over, 
70u see? 

Yeah, 7eab, that'• right. It 1ll baa help, and 
I think that 1 e aore important than th1a even it 
va put h1a ott later. Wall, I'll -I'll oome 
over at three, and - and than we oan meet later. 
We can meet at t our - from t our to eix • 
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IIMJr: 

E: 

HMJr: 

E: 

IIMJr: 

E: 

IOI.Tr: 

E: 

HMJr: 

E: 

IIMJr: 

E: 

IIMJr: 

E: 

IIMJr: 

E: 

HMJr: 

E: 

HMJr: 

E: 
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Well, I'd appreciate that. • 
Well, I•11 come over at three tnen. 
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I can tell you wha t to aay to Giannini - and 
Just a two-letter word. 

What'e that' • 
No. 

On, well, tnere'e no queet1on about that. I 
mean we've bean eaying no all tne time. 

Yes. 

But tne point ia that - that wnen ne - when he 
asked tor a cbanoe to be heard •••• 

Sure. 

•••• wi th all t h1e tueain.g about bureau a .and all 
the reet of it, we can ' t afford to· have him eay 
he can ' t even get a chance to eee ue, see ' 

No. Well, let me know what happene. 

So that eo tar aa aa¥ing no- it we hadn ' t been 
eaying no, he wouldn t want to aee ue. 

'ftla t' a right. 

(Laugbe) So that'e the trouble, we've been aaJing 
no tor a oouple ot 1eara and tha t ' e What he don't 
like. (Laughe) 

Well , I' ll be curioue to know what happene. 

Okay. 

I 'll look forward to eeeing you at three. 

All right. 

Thank you. 

OoodbJe. 

.. 
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H.ll.JR: I will get hia to thiDlt about thil thiq, 

MR. BELL: Do ;you think the Federal Reeene 
prealdente would •It• good coordinator• 1t ;you took 
thea out of the Viotor;y Fund Comaitteea? 

' 
B.ll.JR: Bow do ;you •an? 

llR. BELL: llake ;your exeouti n managers chail'Mn 
of the Victor;y Fund Co.-Ittees in each district and 
eliainate the president• from the Victor;y Fund and l et 
thea be the coordinatora. · 

H.ll.JR: Sa;y that again, 

llR. BELL: Eliminate the presidents of the Federal 
ReaerTe b&Dlta as chairaen of the Victor;y Fund Co.adtteea 
in each of the districts, and let the exeoutlTe managera 
become chairmen, and haTe ;your Federal Reae-.e preai­
denta as coordinators onl;y - no other authorit;y. 

B.ll.JR: The president of the Federal ReserTe as 
the coordinator, and thtn it may be the Victor;y Fund 
or it .a, be one of the War Bond people? 

llR. GRAYES1 Would there be an;ything in huiq a 
oo.al.ttee that could be under the auspices of the 
twelTe Federal &eaene preal denh, which would include 
repreaentatiTee of the Vlctor;y Fund and War SaTiDgs? 

llR. BELL: Exeoutln co.J.the? 

~ GRAVES: Tea, executiTe committee of t his 
ogpa1p. 

~BELLI There could Tel7 well be. 

llR. GRAVES1 Then I think you would pau onr and 

fet arowad JI&DT. o~ the objectlona that aight be rai aed 
o a one-..n coordlnator,who would be the Federal 

Blaene preaident. Be would haTe to be chair.an of 
thia o~ttee. 
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H.}(. JR1 Would fOU oall hia a ooordiuatorf 

liR. GRAVES! You llight oall it a coordinating 
oolllllli ttee: 

H.ll.JR: I think we haTe to haTe a man. 

liR. BEll: What? 

B.ll.JR: You haTe to haTe a person. 

liR. BEll.: You mean aa ohaii'IIWif 

B.li.JR: Yea . 

liR. BELL: That is all right. You could hue an 
exeoutiTe committee in each dietriot, 1a7, headed b7 
the Federal ReeerTe president. He would be out a1 
chairman of the Victor1 Fund Committee. He would be 
chairman of the executiTe committee compoeed of both 
Vl.ctoey Fund people and War Saving• people, and their 
job would be to coordinate all the actiTitiea of the 
two organisation• in the diatrict. 

liR. BUfFINGTON: You han now in aost of these 
diatriota executiTe co.adttees oTer the district 
oollllitt .. , and it would aeea quite proper to include 
repreaentatiTea of the ~ar SaTing• group on those 
exeoutiTe ~o.aitteea to fUnction in the , ... capacit7. 

H.li.JR: But fOU see, the chail'IWI - Sproul il 
now preddent? 

liR. GRAVES: Yes, preaident. 

H.li. JR: .;;_ and chairaan of the Victor1 Fund. We 
would lift hi~out of that poaition. 

I want 7ou here at three o'clock, Bell. 

Did 70u (Krs. Klota) re&!iae that theae three .. n 
were all with us in Fara Credit? 
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KRS. KLOTZ: Which thrll7 

B.li.JR: Hue,· Lindow, IIDd Ticktoa. George due 
up tbat I had a auch aore diff~oult lhiac in Fan. 
Credit than thio. I appointed a aan oa!led a coordi­
nator. I aa going tO"!l'ead tbh: (Readiug froa United 
Stateo Govera.ent Manual,) 

"Dietrict Orgcilation. The United Stateo ie 
divided into 12 fan. credit diotricta. In one cit7 in 
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each district are. a Federal land bank, a Federal lnter­
•diate credit bank, a production credit corporation, and 
a bank for cooperative• . Each diotriot al•o ha• a fan. 
credit board,! the ••bert of which are ex officio direc­
tor• of each of the four cred.it in~titutiODI in tbat 
dietrict. Each sep•rate organisation ba• it• OlD officere.• 

Thie ia t.portant: (Continuing) "!ctivitie• of 
the four institution• in a dietriot are coordinated 
through the tara credit board and an executive called 
the general agent, who act• aa jo\nt officer for the 
four unito. The general agent le reoponoible for the 
coordination of daJ-tO-d&J activitieo and hae auper­
vieion over certain pereonnel and facilitiee, with 
authcrit{ to direct the legal, accounting, infomational, 
and atat otical activities.• 

Give a aan tbat kind of authorit7, with an executive 
o~tt .. to work with hia froa both groupe, and I think -
I aa jUit thinking out. J.oud, nothing haa Jelled - gin 
the Federal Re1erve president• a ob&noe and \f 11D7 of 
th• didn't work after tbe April drin we 110uld jUit 
take thea out and put our 01111 man in. Thue MD 110uld 
be rupondble to •· Theil I would hue a c011parabJ.e 
co.adttee here - a group at thil end. But I 1till hope 
for llr. •x•, a new :unto coae in who would be the 
coordinator here. 

liR. GRAVES: There 11 precedent be7ond the Fan. 
Credit adaini1tration for that. That ia prett7 nearl7 
what JOU did on law entoroeaent. 

,. 
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H.K. Jli: That ia right. I eort of feel ae it I 
were li~ing ~~ a different era - "Morgenthau did thia~ ana "Korgenthau did that. • I uud to ban gooa ideae • 
• 

In that caee, ao .. t~a it would be the Coaat 
Guara IIWii ao .. tlmea it would be an .Ucohol Tu JUJii 
and aoutiJMa a Secret Senice JUJI, 

KR. GR£VES: That ia right - in the field. The7 
alternate, ae a aatter of fact, 

H.K.JR: .lud a fellow b7 the n.., of Harold Grana 
headed it up here. 

liR. GR£VES: That ia right, until 7ou fired •· 
(Laughter) 

H.K. JR: Promoted you, (Laughter) 
' 

How do you mean, alternated? 

liR. GRAVES: In the field now they rotate. One 
man ia coordinator for six aontha from Secret Senice 
and the next six months it will be .Ucohol Tu, for 
exaap!e. 

H.K.JR: What do 70u think about thia thing the 
w•y we ue tallcing now' 

KR. BELL: I think it ia coaiDg around. I think 
it ia batter. It is not perfect, but then--

H.K.JR: Harold' 

MR. GRAVES: I think th1a can be developed into a 
auccesaful thing. 

H.K. JR: What do you think, Georg•' 

KR. H.US: I think it ia aov in& uong. 

H.)(. JR: Buffillgton' 

-
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MR. BUFFINGTON: It hu got po11ibiliti... I 
atill think going t he tull wa7 would be t he beat. 

H.ll. JRa Vlbat b full wa,? 

KR. BUFFINGTON: The two things, together. 

B.ll.JR: This ia getting thea together. 

KR. ~: I think t hia b going along t.he right 
wa7, and I think it would be about the , ... n en it 
JOU had the organiaatiou together. You woul.d atill 
need two different kinde of eelling ettort, one for the 
aixt7 aillion people that aren't in thia large incoae 
group, and then a different campaign for the people who 
han the larger incom ... 

MR. TICXTON: You still hn en' t met 7our problem 
in a place like Cleveland for 70ur April drive. 

H.ll. JR: Well, that le different. 

KR. TICK'l'ON: You 1141 postpone it until Jul7 -
certain probleaa • 

• B.ll. JR: No, no, I would tell what'a-hia-name -
let ' a ea7 Eccles agreea, then I would ea7, -what about 
CleTeland?" It he ea71 that the aan is go good, O.K. 
put eo .. boay elae in. 

MR. GRAVES: ·I thi.nk aa to llr. Flellling in Clen!and, 
on this oo..tttee baaia it would not be too bad, beoau1e 
both eidu .,uld han a da7 in oourt . The7 .,u!d be 
repruentea--

MR. BEU.: The oolllllli ttee would do the work • 
• 
H.ll. JR: Dan, can you give this a lit tle bit more 

time DOll , or han JOU eomebod7 waiting in JOUI' office? 

KR. BELL: I can go back there and .,rk. 

B.K.JR: lhat I would like 70u fellows ·to do ia 

53 

Regraded Unclassified



- 10 -

· to talk a little more about the coordination here in 
Waahington, how the thing would be at thia end. Can 
you do that? · 

MR. BELL: Yea. • 

H.W. JR, And we will haTe to tie in Eoolea. 

I think we haTe made a little progress thia morn­
ing, don't 70u think so? 

MR. BELL: Yea • 

• 

• 
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John 
Sullivan: 

HMJr: 

S: 

IOIJr: 

S: 

IOIJr: 

S: 

HMJr: 

S: 

t 

Yea, Mr. Secretary. 

Februar7 15, 1943 
2127 p .•. 

John, I can 't re~ember vhether I asked you 
or Paul or both ot you, but sometime ago 
before I vaa taken ill, at Cabinet the 
President auggeeted "' look i n t o some ot 
these contracte. 

Yea, air. 

Well, whatever happened· t o thatt 

Well, a great deal. I oan t ell you about it, 
if r ou vieh me to. 

Well, are you handling 1t or vhatt 

I have bad it myeel t . Randolph has been bue;y 
on other thlnge. 

Well , I'll aee you bet~een now and three. 

All right, sir . Right. 

Regraded Unclassified



, 

TREASURY DEPARTMENT 56 
INTD OI'PIC8 __ ,_ 

..... Feb. 15, 1943. 

TO Secretary Korgenthau 

,_ Wr . Sullivan 

-!s you know, the renegotiat ion of the Government 
business of the Aluminum Company of America for 1942 
preci~itated a series of discussions with War, Navy 
and Maritime on the treatment of amortization for 
purposes of determining excessive profits. 

In that case , according to information supnl ied 
us by the War Department , the company had $230,0oo 000 
of facilities built pursuant to tbe certificates of 
necessity. The amount charged to the cost of 
Government business during the year was $29, 000, 000 
(which was less than 20 per cent of the total cost 
of the facilities because all the facilities were not 
completed until sometime dur ing 1942) . We do not 
know the amount that would have been allowed as a 
cost had only normal depreciation been permitted, 
but it is safe to say tbat in t he neighborhood of 
$20,000,000 was allowed in excess of normal depreciation. 

In 1943, and in subsequent years, of course , the 
amount of amort i zation in this case would be substantiall7 
higher , probably as much as $35,000,000 a year. 

J.llowing amortization as a cost the Aluminum 
Companr's gross profit s on Government business were in 
the ne~ghborhood of $165,000,000 (the amount of 
Government business was slightly in excess of $400,000 ,000) . 
The renegotiation agreement pr ovided for the repayment 
to the Government of $76,0001~L!eaYing to the !lwainum 
Company before taxes, about ~9,uuo ,OOO. liter taxes 
and after renegotiat1on the lluminum Company will have 
profits, for the year 1942, of approximately $30,000,000. 
This amount is somewhat less than 1941, but more than 
most ye ars pr ior to that t ime aud is in excess of the 
average earnings after taxes during t he previous five years. 
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Secretary Korgenthau, 2 . 

Using the Aluminum Company case aa a •guinea pig" 
we ultimately arrind at an agreement with War, Navy 
and Maritime to the effect that amortization is not 
to be t r eated aa an element of coat in determining 
profits for purpoaea of renegotiation. The under­
standing is that only normal depreciation will be allowed 
as a cost ; that the excess depreciation represented by 
amortization will be treated as a non-excessive profit; 
and that for purposes of determining what amount of the 
total profits of the company so computed are excessive 
consideration will be given to the residual value of 
the emergency facilities . 

Although the Aluminum Company case and other 
cases then in the mill had not been handled according 
to this understanding, it was felt that the agreement 
reached shoul d not be retroactive, and that we should 
~o along with the settlements already effected. Our 
judgment in this regard was bolstered, with particular 
reference to the Aluminum Company caae, since we were 
assured by Mr . Karker, Chairman of the Price Adjustment 
Board in the War Department, t hat he very definitely 
took into account the fact of amortization in determining 
the excessive profits of the Aluminum Company • 

• 

57 

Regraded Unclassified



HHJr: 

Rudolph 
Forner: 

HMJr: 

f: 

HMJr: 

F: 

IIMJr: 
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F: 

IIMJr: 

F: 
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Hello , Forster. 

Tell me, ie it legal t o write acrose United 8tat11 
ourreno;r? 

Well, a a I underetand - the;r tell me - I 1 ve been 
endorsing a lot ot dollar billa - the;r tell me 
i t'a legal. 

Well, it it 1 a legal it 1 a all right, but aomebod;r 1 a 
gotten the Bose to write hla name acro se a dollar 
bill, this damn Short Snorter bualneea. 

(Laughs) I •••• 

No , I think it1 e- I thlnlt 1t 1 e illegal myeelt. 
I 1 ve a lwa;re thought eo. 

I thlnlt I .... 

Exoe~t, ot course, r ou - ;rou sign a bill and 
that a legal •• • • 

But you mean it the Preeldent ot the United Statee •••• 

•••• because your name haa to go ln. 

You're worried about it? 

Huh? 

Well , we 1 11 tind out. 

lflll ;rout 

I'm not a lawyer. I' ll tlnd out. 

Thank ;rou. 

I' ll l et ;rou know. 

Thank ;rou, air. 
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Opera t or: 

HMJr: 

Jeeae 
Jones: 

HMJr: 

J: 

HMJr: 

HMJr': 

Jl 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

Hello. 

Secretary J onee. 

Hello, J eeaet 

Tebruary 15, 1943 
4137 p • •• 

Hello , Henry. Bov are yout 

Oh, I'm alive and kicking. Hov are you-allt 

• 
Oh, tine. Glad you're back. I called you about 
a little matter, but I got hold or Dan and I 
settled it vith him. 

Oh - oh. 

So ~ I know you ' re - I forgot tor the moment 
that you were making a epeeoh tonight. 

· Oh. 

It - it wasn't important. 

Okay. 

It 's Just about selling a tev little bonds ve 
sell here from time to time. 

Okay, Jeese.· Take care ot your .... 

Are you reeling all rlghtt 

You bet. 

Good. 

RJ.ght. 

Well, I' ll listen to your epeeoh. 

Well , lt'e not muon. 

Well, it's .... 

It'e Just.: .. 
• 
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J: It '• an 1ntereat1ng aubJeot, I 111 ea1 that. 

HMJr: (Laugba) 

J: And :you're a1 t~lng 1n a good epot. 

HKJr: Okay. 

J: I'd. - or whether I'd ea:y a good one or a apot-
I'll say 1ou're a1tt1ng in a apot. 

HMJr: That's right. 

J: Okay. 

HMJr: Thank :you. 

J: Goodbye • 

• 

r 

• 
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February 15, 194) 
5:41 p ••• 

IIMJr: 'l'hie 1e Xorgentbau t alking. 

Sec 1 :f Wickard 'a 
Secretary 1 Yea. 

IIMJr: I had a preee oonterenoe in wh1oh they aslted 
me a lot of questi ons e'bout this R. A. O. O. 
or ie that wha t you oall itt 

S: Yea, the Regional Agriculture Credit Corpora­
tion. 

KMJr: Yeah, and I talked to them eome, supposedly 
off the record, 'but they've put i t on the 
ticker, and I explained to them at the t lme -
I don ' t want t o get into any contr oversy wlth 
any'bod)' pu'blloly. Kellot 

S: Yes, sir. 

HMJr: And I wieh that- on this question I don't 
know - I know the A.B.A. wae over to eee 
Mr. Wickard Saturday •••• 

S: Yea. 

KMJr: . ••• and evidently they weren't satisfied. 

S: No, no, I don't thinlt they were. 

RMJr: How what I'm auggeeting is this - ·'because I 
explained to Mr. Wioltard it's- it 1 e 
important f o r ue much more than it ia for you, 
because there're about 7,000 rural banlta 
involved. Hellot 

S: Yea, sir. 

HXJr: And it 1 a very eimple what we want, and 
according to Wickard be ' a willing t o do 1 t . 
Nov I wonder it he- lf Hr. Bell couldn 't 
oome over and eee h1m ao~ time tomorrow, 
a~d all we want ie the same thing that the 
R.r.c. hae that if - 'before you can get a 
loan from the R.P.O. we want them to give 
the 'banlte a tr~al, end then 1f the banlte 
can't do it, t ben let eome Government 

• agency do 1 t. Hellot 
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S: 
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Yes, air. Well, let me ••• - he'• go1ng up at 
ten-thirty to th1e- he'• being oalled up to 
teetify in th1e inveet1gat1on they eay the 
Agriculture Committee ie oonduoting. 

Was he handling thie h1meelft 

Yea, he's familiar with 1t. 

Well. .•• 

You could talk - I'll t ell you what I would 
suggeet •••• 

Well, I hau talked to h1a onoe, but we - I 
thought we were together, but evidently we're not. 

Well, I - I would auggeet tbat Mr. Bell talk to 
Mr. Hut1on and Mr. Towneend to see just what -
to get into detaile. 

Hutchins? 

Hutson - H-u-t-e-o-n. 

Hudson? 

No, H-u-t-e-o-n. 

B-u-t-e-o-n. 

I•n call - I•u 'be glad to arrange a conference 
and call Kr. Bell'• ott1oe. 

Will you do that? 

I think that would probably be 'batter. Let thea 
dleouss detalle and sea juet hov far •••• 

Yeah, because ..•• 

••• . apart they are • 

•.•• Just a eentenoe or two, and- and- would tix 
them up, and I - I'm - I thought that Mr; Wickard 
and I ware together , aa.ely, that we don t want 
the Government ooapeting 1! privata 'bueineee oan 
do 1t. 

• 
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IO!Jr: 

S: 

I!MJr: 

8: 

IO!Jr: 

8: 

I!MJr: 

S: 

- 3 -

Well, I think 70u are together in epirit, eo I -
I - it probabl7 ie a question or - o r how the 
regulationa are working. 

Yeah. 

Let me- I'll ca11 Mr. Bell'• orrioe and sake the 
aPPointment. 

Well, give me a one minute headway eo I can tell 
Bell it'e coming. 

All right, air, and then I'll ..•• 

Will yout 

•••• ir that - and later on we can arrange r or bia . 
to eee the Secretary a.lao. 

All right. 

Thank you. 

• 
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I welcome this opportunity to speak to so 

many or my fellow Americans on the vital problem 

ot income tax collections in wartlme. I welcome 

too the opportunity o! sharing this program with 

my good friends, Walter F. George, the distinguished 

Chairman or the Senate Finance Committee, and 

Robert L, ooughton, the distinguished Chairman 

or the House Ways and Weans Committee. As Chairmen 
; J ..... ~-J 

or the Congressional committees delegat ed witn the 

task o! drawing up revenue measures, t hese gent lemen 

have worked without stinting their time or their 

thought or their knowledge to give to the country 

the kind or tax program which will best tit a great 

nation's wartime needs . 
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Our income tax today is no longer a tax 

on the !ew; it is a tax on the many . In 1940 

there were less than 8 million income tax returns; 
j> 

this year there will be an estimated }5 million 

returns . This gives ~J:::ne idea ot the . 

magnitude o! the problem on which we are working. 

Now that the income tax is really a people's 

tax, there is obvious need to re-examine it. 

Especially, there is need to make the tax payable 

on current earnings, npt past earnings . The 

Treasury was one or the earliest advocates ot 

pay-as-you- earn. For the past eighteen months 

the Treasury has advocated putting the income 

tax on a pay-as-ycu-earn basis • 

• 

.. 

• 
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But in the discussion of how to put taxpayers on a 

current basis , a misunderstanding has arisen over 

the question of the t~x payment due on March 15th. 

To help clear this up, I have asked Congressman .. 
Doughton and Senator Ueorge to join me in talking to 

you this evening. 

And now I take great pleasure in introducing 

to you my old friend , Congressman Robert L. Doughten , 
I 

Chairman of the ways and Means Committee of the 

House of Representa t ives , the Committee in which 

all tax legislati on originates. 

CONGRESSMAN DOUGHTON: 
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SECRETARY MOROENTHAU : 

A!ter a distinguished career as a judge 

in his native State, senator George 

has been giving ~r his 

tor years 

great talents 

and abilities to the nation as a whole. I have 

the honor to present my good rrlend, Senator 

Walter F. George, Chairman or the Finance Committee 

ot the Senate . 

SENATOR OECROE: 
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SECRETARY YCRGiNTHAU: 

I want to express my thanks to Senator 

George and to Congressman Doughton tor their 

remarks this evening. The country is indeed 

fortunate to have at this time two so able and 

distinguished public servants . All will agree, 
• 

I am sure, that there should be no further doubt 

or hesitation about t he obligation or every 

~ 
American to tile a Pe,ePt on hie 1942 income 

before Yarch 15th and to pay at least one-quarter 

ot his tax at or before that time . 

!-:!-s-·~·~~i.-7: ·. ~';~ 
; ~· yw a~cad co Qij tucif 
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·~!.s-a..ro 1v4~··~ ..... ~.~ ....... 
11 e ' 9 Delay can gain you nothing; ts= ~ ~ 

Fc!*ca-:~e" you inconvenience, and~~o'7t;'oovernment,. 
a lot or unnecessary trouble . 
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The longer you walt before you tile, the longer 

you will have to wait in line at the Collector's -----
Office 1f y~ have any questions to ask . And 

the longer you wait 1n line, th~ longer the man 

behind you will have to wait . He may very well 

be a war worker Who is losing valuable time from 

his~ 1 lne because you delayed so long. 

In individual cases this may not seem serious, 

70 

but 1n the aggregate -- 3 l;lt a • , a e• 1 m' ' 1 1 Of!+ .,_ 

1t can add up to literally millions or man-hours ~ 

~f 10r~ni t1me lo 'e working time thrown away. 

This is an extravagance we can 111 arrord in 

these days or total war. 
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Finally I the prompt tiling or ~urn --

tomorrow, it possible -- will be an immeasurable 
I' .. .. ~ 

help to the '''''•Ai n the Collectors• O.t.tices 

throughout the country. The period just be.tore 

March 15th ,is a time or tremendous s.tra1n .t~r ~ 
~ ~~c ... u -L. ~. n~u. ,:,___ ~ . ' ~ . 
~· T ,r• _.....,.~ l'~'l.,r" 

'&item. <f:Enm now "»til uarcb ,'Wl, trts 222 tl , g " 

.::r ~ -n--rr a,fa...IU_ 
~unusual .tor them to work 12 or 14 or even .l6 hours 

• 
a day, and from now until March 15th, t he load 

• 
they will carry becomes heavier and heart·er . 

File your return, therefore, as soon as 

you can . It will be a service both to yourself 

and to your country~ 
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SECRETARY MORGENTHAU: 

I welcome this opportunity to speak to so 

many o! my fellow Americans on the vital problem . 
or income tax collections in wartime . I welcome 

too the opportunity or sharing this program with 

my good rr1ends, Walter F. George, the distinguished 

Chairman or the Senate Finance Committee, and 

Robert L. ooughton, the distinguished Chairman 

or the House Ways and Means committee . As Chairmen 

ot the Congressional Committees entrusted with the 

task or drawing up revenue measures, these gentlemen 

have worked without stinting-their-time or their 

thought or their knowledge to give to the country -
the ki nd or tax program Which will best rit a great - -
nation's wartime needS • 

• 
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Our income tax today is no l onger a tax 

on the rew; it is a tax on the many. In 1940 

there were about 4 million taxable individual 

income tax returns; this year there will btJ 

an estimated '5 million taxable returns . This 

gives yo~ some idea or the magnitude or the 

problem on which we are working • 

• Now that the income tax is really a peopla•s 

tax, there is obvious need to re-examine it. 

Especially, there is need to make the tax payable 

on c~rent earnings, not past earnings . The 

Treas~ was one or the earliest advocates or 

pay-as-you-earn. For the past eigbteen months 

the Treas~ has advocated putting the income 

tax on a pay-as- you- earn basis . 
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But in the discussion ot how to put taxpayers 

on a current basis, a mi~derstandjnltb'! arisen 

over the question ot the tax payment due on 

11arch 15th. 

To help clear this up, I have asked 

congressman Doughton and Senator George to join 

me in talking to you this evening. 
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And now I take great pleasure in introducing 

to you my old friend, ·congressman Robert C. Doughton, 

Chairman ot the Ways and Means Committee ot the 

House ot Representatives, the Committee in Which 

all tax legi slation originates. 

CONO~WAN DOUOHXON: 
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Draft of Rep. Doughton'e Speech 76 

A nation at war cannot discharge ita proper functions 

when a large number of ita people labor under contusion 

and misunderstanding about vital ieeuu. Such mle-

understandings play unwittingly into the hands of the 

enemy. Doubt and uncertainty in our ranks are just What 

the ene~ is hoping tor. 

There baa been misunderstanding on the part of large 

numbers of Americana in regard to income tax payments 

due on March 15th. Kany people have gotten the idea 

that they will not have to make their first quarterly 

instalment payment on or before that date. This con-

fusion is very embarrassing to the Government. Taxes 

are the lifeblood ot a nation at war. The failure to 

pay taxes when due would interfere seriously with the 
• 
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effective proeecution of the war. ind no American wants 

to let that happen! 

Let me make this fact clear. There baa been no 

cancellation of taxes on 1942 income. There has been 

no postponement of taxes on 1942 income. There has been 

no change in the time or place of payment. The first 

quarterly instalment of the income tax is due on or 

before Yaroh 15th. 

We all know what has given rise to the confusion 

and misunderstanding. There bas been great interest 

in the country in making the income tax reflect more 

accurately the needs of the time. 

The Waya and Keane Committee of the House of 

Representatives is giving the most serious attention 

at the present time to various proposals for putting 

.. 
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taxpayers on•a pay-as-you-earn basis . It ia getting 

the advice and counsel of the Treasury. It ia gathering 

testimony from wi tnesses. It is conducting its own 

.._ 
~independent investigations. As Chairman of the Ways 

and Means Committee, I can assure you the best plan 

for making the bulk of taxpayers current will be 

introduced at the earliest possible ttme . 

Taxpayers - - and today that means practically all 

Americana -- will realize that the change-over from 

the present system of collections to pay-as-you-earn 

i e no simple task. It represents a basic change in our 

machinery of collection. We must secure t he best / 
system for year- in year- out use. For when pay-as-you-earn 

is once introduced it will be the pattern of collections 

for many years to come , i f not for all time. We are 
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not dealing with an iMmediate problem alone . We are 

deal ing with a system of collections for permanent use. 

Meanwhile , let there be no misunderstanding or 

confusion. The fi rst quarterly income tax payment on 

1942 income is due on or before March 15th. Tax returne 

must be filed on or before that date. 

-oOc-

• 
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SECRETARY MORGENTHAU : 

A!ter a distinguished career as a judge 

in his native State, Senator George ro~years 

has ·been giving unsparingly or his great talents 

and abilities to the nation as a whole. I have 

the honor to present my good rr!end, Senator 

Walter F. George, Chairman or the Finance Co~ttee 

or the Senate. 

SENATOR GEORGE: 

• 

• 
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• I want to endorse completely the remarks that have 

just been made by Congressman Doughton and Secretary 

~orgentbau. The Senate Finance Committee and the House 

Ways and 'Means Committee recently adopted unanimously 

identical resolutions informing the American people that 

no pending tax-plan will relieve them of the necessity 

of filing an income tax return and paying their first 

quarterly instalment on March 15th. There should be 

no further grounds for doubt or hesitation. 

I do not pretend to know what Congress will do 

about all -- and I emphasize the word all -- of our 

1942 tax liabilities . I do know this, however. Congress 

has not cancelled, and will not cancel, the first instalment 

on thoea liabilities due Karch 15th. They must be paid 

on or before the t date. The House Ways and ~nne Committee 
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and the Senate Finance Committee have already gone o~ 

record to that effect. 

It may be that Congress later on may readjust 1942 

tax liabilities . But by paying your taxes on or before 

March 15th you have nothing to tear. Your payment will 

' be credited to your account, reducing by so much the 

taxes you will later have to pay. This ia an important 

consideration to keep in mind. The more you pay up 

now, t he less you will have ic pay in the future. You 

• 
have ever,thing to gain by paying; and 70u have everr-

thing to lose by not paying. 

Unfortunately, there are ·some people who do not 

realize thle. Tbe7 have gotten the talee and erroneoua 

idea that pa7-a1-70U-earn will reduce -- eoma way, somehow - -

the amount ot taxea they have to pay. NGthing could be 
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farther from the truth. Pay-aa-you-earn will Bake the 

payment of texea more coDYenient, to be aure . But it ia 

precisely because taxea are high and, what i a more, 

~ higher, that the need for~ more convenient method 

of payment ia today so great. It is day-dreaming to . 

believe that a change- over in our method of tax colle~~ 

t iona meana paying less taxes. The cha.nge-over will 

undoubtedly -be followed by etill higher taxea. It~~· 

of the utmost importance, therefore, that you make as 

large a payment as you poasibly can on 1942 liabilities. 

Enry dollar credited to your account on Karch 15th Man.a 

so much leu to pay later on when the burden will 

undoubtedly be greater. 

This is certainly no time for illuaiona - - especially 

for illuaions on the subject of taxes. With war expenditure• 
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increasing from dar to day, the Government needs ~· 

not leas, revenues. Even cancellation in whole or in 

part of 1942 liabilities will onl7 make it ao .uch aore 

necessary to inoreaee taxes on 1943 inoomee. 

Our country toda7 is fighting for ita life. Our 

fellow citiEena in the Armed SerYicea are giTing all 

they have to make this a better world for 70u and me. 

To Americans in coming weeks the payment of taxes will 

not be a burden or a responsibility. It will be, as 
< 

the President has so well said, a privilege . 

-ooo-
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SECRETARY IIORGENI'HAU: 

I want to express my thanks to Senator 

• George and to Congressman Doughton tor their 

remarks this evening. The country ls indeed 

tortunate to have at this time two eo able and 

distinguished public servants. All w111 "agree, 

I am sure, that ther~ should be no further doubt 

or hes1tat1on about the obl1gat1on or every 

American to file a return on hls 1942 income 

before llareb 15th and to pay at least one-quarter 

• or hle t8x at or before that time. 

But I hope you won•t walt until March 15th 

• to tile your return. Delay can gain you nothing; 

on the contrary, it can cause you inconvenience, 

and cause your Government a lot or unnecessary trouble. 
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The longer you walt before you tile, the longer 

you will have to walt in line at the Collector•s 
• 

Office 1! you have any questions to ask. And 

the longer you walt 1n line, the longer the man 

behind you will have to walt. He may very well 

be a ~ar worker who is losing valuable time from 

his job because you delayed so long. - In individual 

cases this may not seem serious, but in the aggregate 

it can add up to literally millions or man-hours 

or working time thrown away. Thls Is an 

extravagance we can 111 afford In these days 

or total war. 
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Finally, the prompt tiling or your 

return -- tomorrow, it possible -- will be 

an immeasurable help to the men and women 

in the Collectors• Offices throughout the 

country. The period just before March 15th 

is a time or tremendous dtrain tor all or us 

and especia~y tor them. During the tiling 

period 1t ts not at all unusual tor them to 

work 12 or 14 or even 16 hours a day, and 

from now unt11 March 15th, the load they wtll 

carry becomes heavier and heavier . 

p. 
File your return, therefore, as soon 

as you can. It will be a service both to 

yourself and to your country. 

87 

Regraded Unclassified



• 

• 

TREASURY DEPARTMENT 

INTI!It OI"FFCII: COMMUNICATION 

DAft 

TO Secretary Uorgenthau • Februarr 15, 1948 

••o" Randolph Paul 

Pursuant to your request for a review of the co..unica­

tions between the Treasury Department and Mr. Byrnes in respeot 
to the $25, 000 limitation, I would like to call your attention 

to the following conferences. 

1. On Friday, January 29, when I was at home, Ben Cohen 

called me and asked me to submit an alterne.tive plan to the 

$25,000 plan now contained in Byrnes' Executive Order e.nd the 

Treaaur,r regulations. That e.fternoon I therefore changed rq 

plana lb out staying home, C&lll8 to the office and Kr. Surrey and 

I saw Justice Byrnes for about an hour e.t which time we went 

over in detail an alternative ple.n, a copy of which is attached 

hereto. In this conference, Justice Byrnes asked us to submit 

certain further data whiGh we.s le.ter done. 

2. On Friday, February 5, thinking that the se.le.ry limita­

tion would come before the Committee in Executive Session on the 
following day (Se.turday), I called Mr . Cohen and offered the help 

of the Treasury in any reepect Justice Byrnee should require. 

Ben ae.id he would call if lt developed he needed any help. 

S. On Tuesday, February 9, Kr. Surrey, who hu been 

working with .. on ealt.rr limitation• from the beginning, dis­

ouued with 1111, and submitted upon rq instructions to llr. Ruaeell 

in Justice Byrnes' office, e. detailed plan e.lternate tc the 

$25, 000 plan. .t.tte.Ghed to thia plan wu a draft of & proposed 
ste.tute, copy of whioh is attached hereto. 

4. On Thuraday, Februar7 11, Kr. Diane;r d.iacusaed with 

me at length in the back of the Wife and l!eans hearing rooa the 
e.lternate Byrnes plan saying that 1t we.s too le.te to get this 
plan in, that it could be h&ndled in the Senate, and th&t he wu 

soing &head with hie plan. I telephoned llr. Cohen l&ter that 

dlf and gave him thie information. 
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5. Throughout the pezoiod of the laat three neka, lll'. 
SU1'1'11 baa been adTieing wl th • fzooa time to ti.llle in ooueo­
tion with the $25,000 limitation and hat been in touch with 
Ur.· Ruaaell of B11'nea' office with zoetpect to anr help that 
could be fuzonlahed b;r the Tl'eatUI'1• 

I undezostand that llJo, SulliTan baa alao offend help 
to Juatice B11'nea' office on behalf of the Tzoeaauzo7 and I will 
leave it to him to detail what he baa done . 

/Jr 

A ttacbments 

' 
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wr-c~ 11 ww. IMU-a.-lU.. 
- - ,_. ......... ....,. .. Sa *" ,art ., - .. 
IPSIIp we 'ep.tn .... u,.. td\a we 'ee4 ,.... Rt 
a .-1u7o ,,.,.,.,... tile M4 •!&>' ,..._. -ns- ,.,. el 
.,.oao a ,_... I\ 1e a l'll1e et tile D u t t --~ 
,_ 1 u _._. ·nst trreU.. tw •n 1trt At 8U\ 
....... a ..................... U.. 

It llr. W\e 1a laH.-Hd ill We poeetlltll\J' 
... ,_ tdU lA M lcDew0 I IMU M alU w -'" 
dtrnUn• ter \M ..........,.lii...UaaU. toM 

·!J p,....U, .-ulln. 

(11.-..> H. Xorrat.hau, J r . 

... set.o.rr ot U. 'L ••17• 
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! Or Mr. Boll I 
Kr.O.etGil 
Mr. !b .... 

Pl<llr !bo SoorotarJ 
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CGBP .. nu La4lw of IMlua - 1a 
to'" • toa7 all4 aaU tbat a o .. p1a ;} .-.,lo 
tr• the hfta• ot ~~&~nnaa a.a l'rlati.Bc Ml bo• 
oqr to aoo hla ..a Ma toll hla tbat a .... 1a 
Mr. Ball'• poaltla _. llala•t ..a, lt tha~ _. 
ao1 ho .. t.a to n•-•1 oa-c~,. .... W1111aa 
Soauto, ot I.alua, tw Mr. Ball • plaoo. lo 
th011 wat Gil to 117 tbat ho hal ao oaplalat aplut 
lr. Ball but 1l thoPe .. rolq to bo • .. .... , llo 
••14 ll'• to han the p1aoo 11 to Mr. Sekuto. 

I ••••" c~ ..... 1.1141• that •• •Ua&o .. llalaoata that Mr. Ball .. ahlq oatlro .. u.-
taotla. 

I al.ao toll C~- LDilw tMt w 
wwll 1Mk ...... aa tH lt w W _, ._ tor 
liP ... ~to. I p~or liP. a.nlto oanl11 a VIlla ...a. ._ aH.t .Ula& uo et llla la ., ..... , 

Let • 1l11r r .. ~· ~ ... at ,... 
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TREASURY DEPARTMENT 

INYIIt 01'1'1CI COMMUNICATION 

DAft 1/liJ/U 

At\aolwt h a aw..,_. a4 vbloll 11 4etlpe4 \o llrtd&e 

,.,. - ... ..,_ O'QJ' aoan•t 1.,. OOPJ aa4 ,.,. ..., -l.p 

otarUac llarch lot • 
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One of the 
greatest success stories 

of 1942 • . -

A'*'t o ycOt .,., America W2S being tiked 
co incr~JC:. subscami:a.lly, its investment in 
W, r Bonds. 
And no <H'c knew, dc1inhely, jun what 
Amcric;a's llnswcr co th:n plea would be. 

1'oday, America's :answer is de:ar-wriuen 
down in bb.C'k and white for any one co 
rc:.d. And the reading m:alc:cs as hea.n:· 
w;a.rming and tnspi.ti.ng a srory u anything 
th~c tus come our of this wu. Hm: arc 

JOmC hi&hlighrs ••• 

In Occcmbcr 19-Ct, cheK wu-r 3~ million 
Amcr-icsn• who ownN W:ar Bonds. 
Today, there arc ~·er SO million.. A year 
..,0 thlt 61\lrc would have ~ttmo:l &n­
nstit. ~R: if nothi:ng in all history to 
matCh chat m:orcl. Never bef'o~ Mve .tO 

many people owned such a uc-mcodou.s 
sttkc in chdr n·uion and its government. 

In Dc«mbcr 19-41, some 700,000 proplto 
were invest ing about fou r a nd one-half 
pcm:nt of their earnings in W:ar Bonds 

• 

thf"'U3h chc Pay-Roll Savings Plan .. TCJ<b.y, 
chc ?00,000 has twciJod to 26 million­
the (our and one·h~l( perct.nr to njne 
p<R!~t\1, "l'he MON"t'IILY invotmc:nt i.n 
War OondJ through the P2y·Roll Savings 
Pl:a.n h;as grown, in one ye:tr, from 8 co 
400 n,iJUon dolbn. 

FigureJ like ch:a.r nc:cd licclc comment. They 
tell, bc:uc:t t~n any words. wlut ~ppcncd 

wbm • (r« people d«ided :lmotl£ r:hem· 
tciVt:S 10 k_ftd their 80VCmtnctU moocy. 
M-y to help 1"1 fe>< fighting equ;p­
mcnc- ft'M)Qey co help keep pried down-

m<IO<J' "' """" pn¢tim< p>ds and 
pc>«tlm< job. and a gcnenUy d«<ru 
world to which our fi,&hti.og men can 

' 
Peacetime aoods and jobs? A decent 
worldl Think whu 12 BLWON dolbn' 
worth of Wat 8onds owned by Amuians 
right "'"' can mean in buying powe:r co 
be rcleuc:d in the: yeJn afrer the wu l$ 

won. Ouyfng power chu an &er &aoties 

• • • 
• • 

• • 
You've Done Your Bit Now 

'1'111&. .,..a h • dill,-. • A.-crin'• d- ww ~ ..,. 

YOU. NAWI Hflll 

* • • * * • • * 

fuJI of men co maklng millionJ of ors and 
t:~dios and washing muhines. Buying 
powu that an IC:t mu.hitudes or ochu 
n1c:n tO building • million new homes for 
impatient ownc:,., Jluying power that 
c:m me3n bec1er, richer livtng for every 
one or us. 
And that 12 billion dollars 1$ only a 
bc:glnning. 

For wtnc we have done ln '42 co win this 
war wiiJ noc be ~nou&h to do in '4.), Our 
whole wu efon muse ~ e.xp;~nckd. Noc 
a OM of ~ but at.nows ch.st in the ft':U 
ahc3d we mUSt t<tld mQft: mcn- wr mtm 
do more 6gbriog- we m...st build more 
pla.nc::t.. IDOrC' s:hips.. ~ JUM- morc 
everything. 

And co do ChiJ. we mos. buy •rm and IINrY 

War BondJ. 

En~gh mote tO thJ c when che record is 
in (or 1943, Amc.rlca'l War Bond buying 
will once arln be one o( che greactst 
SUCCCQ norics o( the: year • 

Do Your Best 

* * * * * Regraded Unclassified
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TREASURY DKPAIIITMI:NT 
lJ.O 

' INTO OI'P1Ca =-UNICATION co•riD&JrriAL 

DATd'ebruar7 15, 19~3 

To 8eoretar7 Korgenthau 

,,.o,.. llr. Haae 

SubJect: The Bueineee Situation, 
Week ending P'ebruary 13, 19q.3. 

Summary 

'lagea and hours: 'lhlle the recent order instituting the 4.8 hour 
week shoUld lead to a better ut111tation ot avaUable manpower, 
it will tend to make price control mora dittioult by in­
oreasing workers' earnings and raising production costs. Bow­
ever, only 32 areae are attected initially, and substantial 
exceptions may be granted even in those areas. 

Commodity prioea: The BLS all-commodity price index in the 
tirst week in February rose 0. 2 percent to a new blgb at 
102. 0 , which is 36 percent above the pre-war level ot August 
1939· However, the BLS index ot basic commodity prices was 
unchanged laet week despite new war-time highs 1n prices ot , 
some commodities . 

Farm prices; Congressional pressure tor higher farm pri ces 
continues. The Senate Agrioultu.re Committee bas approved 
the Bankhead bill which would prevent deducting benefit 
and other Government payments in calculating parity or 
ceiling prioss, while the House Agriculture Committee bas 
reported favorably on the Pace bill t o redefine parity by 
including tara labor costa. 

Dairy induatrft The Government hae taken steps recently to 
bolster ml production while etabili~ing retail milk prices. 
A nation-wide oe1ling on millt pricee paid to tanners ia 
expected to be iasued shortly by the OPA. 

Retail trade; The recent order rationing shcee touched ot t 
another wave ot advance buying la~ week as consumers teared 
an exteneion ot rationing to include olot hing. Department 
otore sales in the tirat week i n February were 19 percent 
above 1942 levele, in contrast to the very small gain shown 
in January. 

Stock market ; stock prioea showed turther moderate gains laet 
week, aa activity in low-priced etooka swelled t rading volume 
to the highest levels alnce December 1941 • 

.. 
• 
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Some inflati onary aanecta of 4g hour week 

The eatabl1shi nf, of a 4S-hour 11eek, under lnet week's 
executive order, should further t he war effort by a more 
effective utilization of available manpower. This W1ll be 
aocomplisbed, however , at the expense of eome addi tional 
diff icultY. i n stabilizing commodity prioee, oW1ng to the 
higher payrolls and the increased production coats wh1ch 
vill result !rom applyi ng the time-and-one-hal! provision 
ot the Wage- Hour Aot to all hours worked above 40. 

A mitigati ng in1'luenoe is the tac t that by Octobel' 

111 

(latest BLS data available) the aver age ttaekly hours trorlted in 
all manufact uri ng industrieo had already risen to 43 .6 hours , 
with various war industries working 4S hours or more. On the 
other hand, the textile industry aver aged only 39 .3 hours and 
t he blast furnace, steel works and rolling mills group averaged 
only 41.0 hours . 

Huch 1o-tll depend on how the l~IC adm1n1B t ers the order , 
since initially it applies only to 32 labor- shortage ereae, and 
t he ~10 may see ti t to make substantial excepti ons even in 
these areas. More9ver, in announcing the 4S-hour week,OEB 
Direct or Byrnes reatt1rmed the "Lit tle Steel" wage for mula , 
tthioh baa been sharply attacked by l abor groups recently. Labor 
o.gi tntion against the "Little Steel" formuln may quiet do1m as 
n result of r ecent dave.lopments , although neither of the tt:o 
lnr0est E;l'Oups now demanding subst antial trage i ncreases, the 
r ailroad workers end coal miners , are thus tar directly affected 
b~· the 4S- hour weelt order . 

Aside from t he pressure on price ceilings from a resulting 
rise in production cost s, t he order will undoubtedly cause a 
noticeable increase in aggre&ate wnge payments and a consequent 
augmenting of consumer purchasing po11er. '!'he' l onger work weelt 
should be some>that offset by an expected decline of workt>r& in 
some industries, but further aggregate payroll gains appear 
i nevit able. Such gains will be superi mpooed on the long rise 
i n workers ' earnings , which by December had carried f actory 
payrolls 17S.9 percent above the 1939 average . 

Continued Con5reaaional pressure tor hir;ber far~> ori oee 

After cOI:Illlent1ng i n h1a speech lant Tuesday on t he 
f avorable relntionahip of f arm pr oduct prices to farm costa, 
Director Byrnes s t a ted , 

• Regraded Unclassified



- 3 - 112 

•In a yer:.r or total \tar , we cannot iron out all the 
inequalities in the wage structure nor remove all the 
i mperfections, real o r fancied, in the farm parity formula, 
Cert~nly it would not be in the real i nt erest or t he 
rnrmere t o introduce any chanGe i n t h1a formula which 
11ould gi ve him a temporary and illusory advantage during 
the war, and which would, if appli ed year in and year out , 
actually reduce parity prices to t he farmer. • 

Nevertheless, members or Congress from the farm etatee 
continue to work on legi olation which ~;ould raise farm product 
prices . The Senate Agriculture Committee has promptly approved 
the Br:.nkhead bill, whioh would prevent the deducting or benet1t 
and other Government payments in calculating parity or ceili ng 
"lricee for farm products. ilere the bill tc. lle enacted, the 
recent ceiling on corn prices would be nullified. Wheat prices 
t'ould probably r i se, since the below- pari ty flour ceiling 
would have t o be raised. On the other hand, prices f or cot ton , 
hoga, nnd steers would not be affected, since they are already 
above pnrity . 

Other pending Congressional notion bearing on farm product 
prices and farm production include the rollow1ne : 

( 1) An affirmative vote was tlllten by n sub- committee or 
the Senate Agriculture Committee to investigate the "situation 
in retard to the food supply lkhicn/ has reached an alarming 
point owing to lack of farm libor ,~ow farm prices, shortageo 
of machinery, fertilizer and reed, • o.nd is •rurther aegravated 
by policies or the Executive Departments .... • Hearinss tdll 
begin this week. 

( 2) A resolution •·as introduced by s:tator Reed to in­
veetinate acti ons by the Executive Brnnoh or the Government 
in reapeot to establiahm~nt or oaximum prices for pork, beer, 
'bread, and bakery products. =he.ee actions, the resolution 
ohartee , violat ed legislation in not alloWing processors 
fair and eq~teble margine, or in not alloWing producers the 
reflecti on or parity or h1ghe at '>rioea bet•teen J anuary 1 nnd 
September 15, 19~2 . 

(3) The Paoe bill, to redefine the parity formuln to 
ino~ude tarm l abor · ooats , hao been t avornbly reported by 
the House Agriculture Committee. 

Commodi t y prices firm at hiGh level 

Although the BLS price index or 2S baaio commodities re­
mained unchanged at its record level ot a week ago , cono1dprable 
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pressure was exerted last week by prices or the seven un­
controlled commoditioe in the index. ('-e Ohnrt 1.) Pr1oes 
tor steers touched a new high since AusU't 1939. ae Federally­
inspected slaughter continued below l ast year tor the eleventh 
succeuiva 11eek. Wheat prices held close to their higheet i n 
the war period. Flaxseed pr1cee again were at a new war-time 
high as they continued to respond to the Gov~rnment ' e support 
proare.m. 

The BLS a l l-commodity i ndex ot wholesale prices advanced 
0. 2 percent in the \leek ended February 6, as a result or in­
creases in farm products and i n coal and fuel oil . At a level 
of 102.0, the index etande 36.0 percent above the pre-war 
level or August 1939. 

Proposed ooliciee or ne~: Price Oontrol Admin1strat1on 

Price Admini stro.tor Bro1m has laid down a "rigorous 
policy or the rirmeet possible control or prices•, according 
to a press report or policies outllned to OPA orric1ale. The 
report states thet hie policies will include a correction or 
eo~e or the 1 inrlntion 1 which occurred before the i nitiation or 
controls, possibly by rolling back prices deemed out or line v1th 
the general price structure . 

Removal or certain luxury items from price control i s under 
consideration by the Pr i ce Admini strator , according to an inter­
view reported by the press . Ar :umente advanced tor such 
exem!)tion su~est that it ;;ould help to cloee the inflationary 
gap, and simpliry overall price control. Luxury items have 
been exempted from price control in England. 

Government buyin6 programs bein~ coordinated 

Increased coordination or procurement and price policies 
by the principal Government agencies buying rood nnd equipment 
is currently indicated. Recent moves toward this end, vhioh 
nay tend to remove soma competitive pressure on prices, Are 
as follows: · 

(1) An inter-agency rood procurement committee , composed 
ot representatives or the principal Governo.,t agencies 
buying rood tor WAr purposes, has bee~created at the direc­
tion ot Secretary WickArd. The CO:Illlittee will deal. "ith 
purohase poli~iea, procurement methods and procedures, 
paoltaging i transportati on, &hipping, warehousing , speci­
rioations, end price policies. It will not oentralite 
Government rood buying. 

• 
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(2) The Army and Navy are merging much of their tood 
and equipment purcbaees, thus eli minating considerable 
competition . Specification& tor equipment also are being 
atnndArdi~ed tor use by bot h services. 

(3) A policy ot using fixed-price oontracts wherever 
possible in preference to ooet-plus-tixed- tee contracts, 
announced by the Navy, is being followed by the Army. 
The intention is to make the contrac t or responsible tor 
controlling coste and to lessen the need tor i nspection 
torceo . 

Dairy s i tuation tightens 

114 

The mAintenance or an adequate production or dair y 
products reonil)s one or the oa jor tood problema . IU.l.k 
production continues below our expanded requirements , although 
the .seasonal period or r i sing production is beginni ng . 
(See Chart 2, u~per section.) Supplies ot manufactured dairy 
pro~ucts oontinue to tighten. Cold storage holdings or butter 
on January 1 >~ere lower t han on that date i n any year since 
1933 , and were barel y 22 percent or holdings at t he beginning 
ot 1942 . ( L0~1er section or Chart 2 . ) Stooke ot cheese were 
35 oercent belo~l stocks a year earlier . Factory butt er production 
in December was about the acme as in December 1941, but cheese 
p1•cduction was one-fou.rth lo~1er. 

Beginning February 1 , the Governllent 1S taking 30 percent 
of all butter produced----20 percent tor the a rmed forces , and 
10 percent ror lend- lease. In addition , ae or today, every 
oroduoer or More than g,ooo pounds a month or cheddar (American) 
cheese must set aside 50 percent or hie monthly production tor 
direct War pur;>o&eB . Of this l\IIIOunt, about two-thirds iS 
ex,ected to be needed tor shl,aent to the United Nations. 

I n an attempt to equalize butter distribution in all 
markets, the OPA has set apeeitio ~rice caximums on butter, 
erreotive February 16. I n Uaahln- ton the r Pt c.il price ceili ng 
tor ret ail outlets buyinc i n leoa tbnn carload lots is 57 cents 
a pound to1• 93- eeore butter. 

, Various 1111!aeures are being tlllten in the difficult problem 
or maint ai ning dairy pr oduction \11 tbout increasing retail prices . 
I~arkctlng p1•nct1ces are being modified and s i mplified to reduce 
distribution coats. The Secretary or Agriculture has been 
naked to permi t the eliminati on or competition i n milk d1str1-
but1on in the New York market, in order to effect a 1~ c pnt 
reduction in the retell price. 
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A nation-Wide ceiling on fluid milk prioes pald to 
termers Will be issued ahortly by the OPA, •to prevent 
:turther rises in the cost to the public tor this essential 
tood 1 • At the some time the OPA has ~oved to out prices 
tor altnltn hey in California, Oregon, nnd Washington, 
where prices had risen above parity. 

Feed supply situation 

115 

Although supplies or teed ~ grnln per nn11119.l unit are 
estimated no slightly larger ~s year than last, a highly 
competitive demand has developed tar mixed teed and high­
protein teeds. The situation is further complioated by the 
limited supply or chemical nitrogen allowed tor rertil1~er, 
\lh1ch hne increased the dea>and tor such nitrogenous :teedstutts 
ae cottonseed meal and tankage tor use as fertilizer . 
Secretary Wickard has i ssued orders giving priority on 
chemical nitrogen fertilizers to easentlal wru• rood and tiber 
crop a. 

One result or the huge teed requirements this year 1e 
the rapid sale by the CCC ot the llheat authorized by Congress 
on July 22 to be sold tor teed during the current fiscal year. 
Since July, at least 60 million bushels have been sold or the 
125 million bushels authorized. 

Livestock euoplies continue short 

The growing strain on the country's :tood production 
facilit ies continues to be reflected in livestock and meat 
oarkete. Last lleek prices tor variouo types or hogs rose to 
t heir highest levels in 24- yearn, nnd 11ere substanti ally above 
the equivalent ceiling prioes on pork . 

Packers' groae oarg1ns, as calculated by the Departoent 
ot Agriculture, have become even narrower than at the time ot 
the pork-price aquee~e last year. (See Chart 3.)~ 

Department store sales riee 

Attar showing onl y a very alight gain over 1942 levels 
in J anuary, department store ·s~a in the :tirst week in 
February Jumped 19 percent above the corresponding week a 
year ngo . (See Chart 4. ) ~·thermore, preliminary reports 
indicate that t~reoent shoe rationing order touched ott 
nnother heavy wave ot e.dvnnce buying last week, \'lith oonswnet•s 
apparently :teartul that r a tioning uould be extended to clothing. 

In nn ettort to halt the buying rueh tor clothing, the 
beads ot the WPB and the OPA in a Joint statement on TuesdDy 
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indicated that rationing ot clothing waa not contemplated. 
The ettect ot this announcement, however, vac somewhat 
otteet by the subsequent revelation that, on February ~. 
Mr. llelson ot the ~IPB had testified in an executive sessi on 
ot the Senate Mil1 tary Atto.irs Oolli!Di ttee that clothing t/ould 
have to be rationed i t as many worl(ers were Withdrawn trom 
oiv1l1M industry 1n 19~ 3 as the \'1)!0 forecast . Desp1 t e this 
teotimony, Hr. Nelson near the end of the week reiterated the 
hope t hat rationing ot cotton and woolen clothing would not 
be necessary, and emphasized the tact that any threat to 
clothing supplies toward the end ot this year and in 19~ 
stems from lack ot _ m~power rather than materials. 

In contrast to the alight gain over 19~2 levels shown 
by department store sales last month, the leading mail order 
houses reported declines in sales, refleotins the continuing 
loss in volume ot so-called hard goode. J.lontgocery Ward and 
Company's sales in January were ~.5 percent below the 
oorreaponding month last year, while Sears, Roebuck sales 
declined 1S.6 percent during the same period. 

Stock or1oes and trading gains 

Stock prices continued to show further strength last week, 
while trading activity on 11edneedny and aanin on Saturday was 
at the highest level s ince December 19~1. At the end ot the 
11eek the Dow-Jones industrinl nverage .was up nbout 2 points 
frOID "the previOUl! week 1 s cloee, t:hile the 1·o.ilroad and ut1l1 ty 
nverages showed tractional gains . On a percentage basis, how­
ever, the utilities group showed the bi gcest advance with a 
gnin ot more than 3 percent. (See ChArt 5.) 

Tro.d1ng activity during the week was s~:elled by heavy 
tro.d1ng i n low priced stocks , perticulo.rly util1t1es. Thus on 
Snturd&¥ the averace price o• the ten most actively traded 
otocko was only $) .59- -an unusually low t1gure . This probably 
indicates increased public ~artioipet1on 1n the rise , and an 
increasing emphasis on speculative as di stingui shed trom 
investment eotivity in the market. 

Inaomuoh as stock pri ces have shown an extended rising 
trend since the wnr-\1me low was renohed nonr the end ot 
April 19~2, various advi sory servioeo and commentators have 
tor oome time been expecting a rather sizeable reaction. In 
oonneotion with ~his vi ewpoint it may be noted t hat the Bhort 
int erest 1n the market rose in Jnnunry to t he highest level 
einoe June 30, 1939, and on the 29th of the month stood a t 
579 ,000 Bhares as compersd With 502,000 shares at the end ot 
December. 

• 

• 
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Poat-var prospects we1§hed by investors and business men 

The favorable war news ot reoent mont hs undoubtedly bas 
been one of the dominant tnotora in the rise in stock pri ces. 
Investors and speculators have shown a marked p1•efl!rence for 
stooke wi th supposed favorable poet-wnr prospects . At the 
some time there has been a noticeable disinclination to bid 
up prices ot war- time beneficiaries, such as the rai lroads, 
>thooe etooks continue to leg and sell at unusually low price­
earni~gs ratios. 

In connection Kith post-war proop~cte, Alfred P. Sloan 

111 

ot the General !to tors Corporation predicted les t \reek ·that 
uhen peace comes there will be an initia l business lull ot 
from 5 to 7 months, followed by 2 or 3 years of intense 
i ndustrial activity. He also sta ted that t he first post-war 
automobile Kill be e 19~2 model cnr r a ther than the radically 
revised model expected by so~e . The Vice President ot the 
Ford l!otor Company is reported to have sai d recently t hat his 
company could be back in automobile production ~~thin 30 days 
if present dies >~ere used, and 111 thin 6 months it ne11 dies and 
t ools were used. 

-
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TREASURY DEPARTMENT 
123 

INTER OI'I'ICE COI\41\4UNICATION 

TO Secretary Morgenthau February 15, 1943 

~ow Frances McCathran 

CONTROVERSIAL ISSUES BEFORE CONGRESS -
1. $25, 000 Salary Ceiling- Rep. Doughten, ordered by the 

House Ways and Means Committee to report favorably the 
Disney substitute Debt Limit Bill (which he voted against), 
said he di d not know how soon the measure would be t aken 
up by the House . An early r eport i s expected, however, 
along with a demand for immediate action . On SaturdaY, 5 

Democratic member s of the House 1.4ays and Means Committee 
JOined the 10 Reoublicans to approve this legislation which, 
besides raising the debt limit to $210, 000, 000,000, contains 
a rider nullifying the President's $25,000 salary limitati on 
And replacing it wi th a limitation which would freeze 
upper bracket salaries as of December 7. 1941 . Thus anyone 
receiving more tha.n $25 , 000 before Pearl Harbor could con­
tinue to do so, but no future sa laries would be p~rmitted 
to rise above that mark. The bill would be r etroactive to 
October 2, 1942, the date the Second Price Control Act 
was enacted. Although the sal ary ceiling issue is not 
germane to the Debt Limit Bill, a maJori ty of the Committee 
member s were determined to JOin the two for severa l reasons. 
Firstly , si nce the Treasur y figures it wi ll be necessary 
to have a higher debt limit by Aori l i n order to finance 
the war, they believed the President would not veto the 
bi ll . Secondly, they believed the President's salary order 
would r esult in a loss of $110, 000, 000 in income t ax r evenue. 
Rep. Disney described his amendment as the opening of a 
drive on "Government by d irective". Similar ly Rep. '.ioodruff 
sai d, "The House Ways and Means Committee has given definite 
notice to the Pre sident that the usurpation of powers 
granted to Congress by the Constitution must stoo." Claim­
ing that the Second Price Control Act di d not include 
salary limitation powers, he added, "The day after the act 
became l aw this executive order was issued by the President 
in di rect conflict with the intention of Congr ess." 
Rep. Knutson ca lled the action one of constitutional law 
rather than policy since " the President had unlawfully 
usurped the func tions of Congress". 
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2. Tax : Pay-as-you-go - 'ii th Treasury General Counse 1 Paul 
and Colin Stam, Chief of the Congressi onal Tax Staff, as 
the fina l witnesses. the House Ways and Means wil l end 
its hear ings today and begin work in executive session on 
the next Revenue Bill. Accordi ng to a U.P. ticker story 
Saturday, the maJority of the Committee. believing that it 
will be virtually impossible to meet President Roosevelt' s 
request to further reduce public buying by $16, 000, 000,000 
through additional t axes or forced savings, are "loathe 
to give up any more of 1942's estimated $10.000. 000, 000 
income t ax total than would be absolutely necessary" and 
consequent ly "have turned thumbs down on the Ruml plan for 
skipping 1942 taxes in order t o place income tax collection 
on a cur rent basis" . According to a N. Y. Times editor ial 
this morning. however , a result of the open hearings i s 
that "Everyone now agrees that the taxpayers must be put 
on a oay- as-you-go basis" . the onl y que stion being the 
me thod of doing it. 

3. Y.anpower - Influential farm state senator s. headed by Nye 
and Thomas of a Senate Appr opriati ons sub-committee. 
threatened to fight apnropriRtiona for a combined army and 
navy of 1 L 000. 000 men unless steps a.re t aken immediate ly 
to ease t he labor shortage in food-rai sing ar eas . The 
Army, however. has flatly reJected t hese appeals to furlough 
skill ed farm workers during t he planting and ha rvesting 
of crops as "utterly impossi ble". In reta li ation s'everal 
Senate sub-committee member s have termed Administration 
plans t o call 11, 000,000 men to the color s before the end 
of 1943 "frightful" and "disruptive" and said they planned 
to wie l d a pruning knife on bills in order to prevent such 
a policy. 

4. Farm Parity - Senator Bankhead sai d he may call uo on , . 
Thursday his bill to end the present deduction of subs1d1es. 
conservati on payment. and other benefits in determining 
parity pr ices . Sen. Thomas suggested. however. that .the 
Bankhead bill might be attached as an amendment to a bill 
by Rep . Stephen Pace fo r the inclusion of farm labor costs 
in pari ty or i ces. In any event, all statements f:om the f arm 
bloc indicate that they will attempt to r evise ex1 sting 
farm parity pri ces despite the Admini stration ' s urgent re-
quest for st abilization at present levels . 

Post-War Planning - The est ablishment of a special Senate 

-2-
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committee of 5 Democrats and 4 Republ icans to study post ­
war economic pr obl ems will be proposed in the Senate today 
by Sen. George. One phase to be consider ed is the plan-
ning for poet-war expansion of commercial aviation ae provided 
in the Lea Bill (to amend the Civil Aeronautics Act of 
1938) which will be favorably presented by the Commer ce 
Committee today . Opposing the Administrat ion's opinion of 
the need for poet-war planning now, Rep. Steagall called 
it "dream stuff about the Utopi a we're going to have after 
the war" and added, "You can ' t ·akin a cat befor.e you catch 
it and we haven 1 t won the war yet.!' 

• 
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TREASURY DEPARTMENT 

INTVI Ol'l'ICI: COMMUNICATION 

..,..,. Feb. 15, 1943 

To Secretary 1lorgenthau 

"'o" ltandolph Paul 

Durinz your recent absence, six of our men left 
for Africa by surface convoy to serve as civilian as­
sistants to Bernard Bernstein. Those men were Glasser 
and Patterson from Harry White's office, Hoffman and 
Saxon from Pehle's office, and Rains and ~urphy of the 
Legal Division • • On January 7 D. VI. Bell sent a letter to the 
State Department setting forth our expectation that 
these men would receive diplomatic passports . After 
January 7 we had a number of informal talks with State 
expressing our strong view that these men shoul d be 
given the maximum passport protection since they-would 
not have the protection of a uniform in the event they 
fell into enemy hands . State had indicated that only 
Glasser and Hoffman would be given diplomatic passports. 
On January 30, State wrote to us that Glasser would 
receive a diplomatic passport but the others would 
receive only "specialft transuorts. State pointed out 
that Lend-Lease and the Boar~ of Economic Warfare and 
other agencies were willing to have their men go on 
"special" passports. 

We did not want to be chargeable with inter­
fer ins \lith the war effort, and accordingly wrote 
State on February 1 that \1e would let our men go with­
out diplomatic passpor ts . At the erune tu~e we restated 
our objection to "special" passpor ts and asked State to 
make a study of the legal and practical differen7es 
between special and diplou~tic passports and adv1se us 
of their fW"ther views . 

~ 
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TREASURY DEPARTMENT ~ 
MOO-'INT DMIION -.rJ'f{ ... WASHINCn'ON 

ECRET 
February 15, 1948 

Jm.:OIWIDW TO THE SECRETARY: 

Supplementing 11J:f report to you of February 

8, 1943, thf1 purchases againBt the !forth African 

Rehabilitation ProK~m f r om February 8, 1943, to 

February 14, 1943, totaled $5,788, 383 .13, or a 

total of purchases for t he program thus far of 
• 

$19, 302, 311 .34. 

Attached is r eport giving status of 

shipping against these purchases . 

• ~ 
of Procurement 
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co SHIP~lkG REPORT AS OF FEBRUARY 13, 1943 SECREl-
N 
~ Tonnage Tonnage Tonnage Tonnage 

Shipped to Date Under Load On Rand e. t Port En Route 

Commoditz From U. S. A. At Port •;.e.iting Vessels To Port 

New & uaed clothing 1544 138.25 330 106.33 . 

Cotton piece goods 3398 210 1213 .25 414 • 
Shoe a 141 73 46 85 

Refined sugar 4196.5 
Re.w sugar 1545 ·• Po'lldered 111ilk 119 .5 
Tea 171.5 
Ve.tchea 191.75 174 .75 
Copper sulphate 3913 I • 
Dr!!fa 6.067 
Boo a & booklets 2 
hila 100 5 
Lamp chimneys 17 
t.ewsprint 305 57 100 210 

Printer ' s ink .045 .044 
\'ach. finished book paper 2 
Cordage & twine 225 5 75 

Cotton Thread 19 12 81 

Lactose 1 1 
Cotton hose 15 2 28 3 

Nipples, bottles, eye cups 9 
Phonograph r ecords 1000 Bach 

Tooth brushes .75 

Wash basins 7 • I 

S{arr plugs 
2 

S ors&e batteries 45 

Aceton·e 14 

Penzol 
44 .5 

Tires ~ tubes 10 76 
Parts for autos, 

trac tors har·..,Esters 4 43 289 

' 
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Commodity 

Tin plate 
Coal cutters 
Fullers earth 
Fl ake caustic potash 
Gelatin 
Wir e rope 

Totals 

~ 
- 2-

Tonnage 
Shipped to Date 
From U. S. A. 

15,907 .362 

Tonnage 
i!nder Load 
At Port 

12 

763.044 

SC:CR E 
Tonnage Tonnage 

On Jiand at Fort Rn Route 
~aitinz Vessels To Port 

946 

3,0(>1 .5 

72 
57 
1 

89 

1,326 .33 

Regraded Unclassified
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