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TAXES 

Present: Mr. Bell 
llr, Paul 
llr, a.aton 
Mr, SulllTID 
llr, Blough 
wr. Wb.ite 
wr. Sune7 

Pebrua~7 18, 1943 
9:35 .... 

H.ll. JR: llhat aa I going to ••1 in answer to tha 
Preaident•e lette~ to Congr11aan Doughtont (Cop7 of 
letter attached,) RaTI 70u all read it? 

What do 7ou think, Herbert? BaTt 7ou read the 
letter? 

KR. GASTON: I he..-en't read the full letter, but 
I read the summary of it. 

H.ll.JR: I read it in full. He 1171 two thinge, 
One it that wt rtca.aanded in April a atthod of taXing 
through inccae ta!_, and ht aalc1 •II¥ the7 don't do •oae­
thl~_~g about it. "~llen he g<~u on and •11• that if thtT 
don't want to do th:at, thtT want a ninet)"-percant tax, 

KR. PAULt 'fhat ie the ntw ach•e that wtl tub­
IIi tted to Bvn11. 

H.ll.JRt !intt7 pe~cent, and a tax on the tax­
ex~~~pta, 

KR. PAUL: Wt aubaitttd it to B,rrnu both ••1•· 
H.ll. JR: Bn'd? 

KR. PAUL: JueUct Btt'ntl, 
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H.W. JR: I never agreed to that. 

YR. PAUL: We just did a mechanical job of drafting 
th, thing. He askea us for any substitute - I wrot e you 
a memorandum about t his - Ben called me one day and said, 
"Is there any substitute we oan get together?" 

So we came do11n, and Surrey and I worked out this 
substitute . I took it over and talked it over with 
B,yrnea . I put the tax- exempts up to Byrnes and specifi­
cally said that it could be done either way. 

eo . 

KR. BLOUGH: This isn' t Federal tax- exempts . 

YR. PAUL: No, just State tax-exempts. 

YR. BLOUGH: That is right. The letter doesn' t say 

lil!t. PAt!.: T-hat was pointed out to B,yrnes. 

H.W.JR: Yes, but it isn ' t in the President' s 
letter. It says, "including income from tax-exempt 
aecuri tin. • 

YR. BLOUGH: That ia llhat it aaya; I read it . 

KR. PAUL: That was one of the points Byrnes muffed, 
I suppose . We gave him a draft of the law·which states 
it exactly. 

H.M.JR: I wouldn't necessarily say that Byrnes 
muffed it; I would say that this is something that the 
President has wanted off and on always - to sort of go 
around it . 

Herbert, if they a eked me, could I say, "I am sorry, 
but I have ·no comment. The first I saw the letter was 
when I read about it in the newspapers"? 

MR. GASTON: I don't think eo. 
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H.W.JR: You mean that it just cheapens me? 

MR. GASTON: I am afraid ao . I just don ' t think 
it is any good. I think that now the thing i a out we 
have to act as if we were in on it . 

H.~.JR: Yea . 

YR. BELL: Suppose he ie asked the direct question, · 
ftDid you know about it before it went up•? 

MR. PAUL: "Technicall.r we 'knew about it. 

H.ll.JR: You did? Don't misunderstand me. You did? 

MR. PAUL: I didn't know it, Mr. Secretary. 

H.U.JR: You didn't see the letter? 

MR. PAUL: No, I got it from the Vlaye and Means 
clerk. 

H.W.JR: You didn ' t eee it? 

YR. PAUL: I didn't aee it. 

MR. GASTON: Unless it ia s0111ething that we feel 
as a matter of principle, we ought to disagree on - I 
don ' t think that i~ the caae - f think we ought to say 

· what is within the bounds of the truth, that the Treasury 
was consul ted. 

H.K.JR: No, I am not going to aay that. 

YR. GASTON: Weren't we? 

H.M. JR: No, because they aaked - I wasn ' t consulted 
by the President . 

YR. SULLIVAN: Wr. Secretary, this went on as an 
amendment to the Gearhart emendment. It want on u an 
amendment to t-he Public Debt Act. When ·that fi rst came 
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up, I got in touch with Justice a,rnes, because we 
wanted to know whether this was hla fight er our a, 
end if it was ours how strong a fight ahould we put 
up. They indicated all along that we ahould lay low, 
and we have. There was a hearing, and we made our ­
selves available . In the course of those conversationa, 
about two weeks ag~ Ben outlined to me the type of a 
letter the President was considering sending up, but 
tbll'e waan't any discussion of t hla particular item at 
all . , 

H.JJ . JR: When they talk a bout taxing the inccme 
fran tax-exempts~ that opens up the whole thing, and 
I am on record as saying that I wouldn't do it bf 
direction or indirection. 

MR. PAUL: That is Federal . 

H.~. JR: Well, this letter doesn't qualifr. It 
just aays "from tax-exempt securitiea,• which would 

mean all securities , · . 

MR. PAUL: I don't think the President meant t hat, 

H.Y.JR: I think he did, How else would rou inter­
pret it? 

MR. PAUL: Well, considering what I know about the. 
background, B.vrnu probablf wrote the letter and dis­
cussed it with us . He probablf had in his files a 
statute all drawn Which specified only State. I think 
that the President meant only what Bfrnas meant . 

H.M.JR: No one will interpret it that way who can 
read, I mean, that didn't know what went on benind the 
scenes . I didn ' t know what went on behind the scenes, 

MR. ·PAUL: Those are the kindaof things that 
happened, If Efrnes had submitted that letter to us, 
we would have been able to correct that, 

MR. GASTON : I think the reaaon that they say 
juat tax-exempt securities is because they didn't 
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want to complicate the iaaue. They didn't nn.t it to 
be oonfu sing. 

MR. BLOUGH: It would heve taken two linea. 

H .~.JR: I am sorry, but I don't agree with you, 
knowing what baa be•n going on the lut three or four 
years . !ou ha~e heard this discussion, Bell, haven't 
you? Haven't you heard the President on this? 

lffi. BELL: On tax- ex•pta? 

H.li. JR: Yes. 

WR. BELL: No, I don't t hink so, 

H.M. JR: I mean, he baa always been tryinf to i nch 
up to it, you see, and we here have always fel t hat it 
was something you had to go through the courts on, through 
Congressional legislation. 

MR. SULLIVAN: I can recall two conferences we had 
with him in which he brought that up and you sai a, "No,• 
and immediately we dropped it. 

H.M.JR: I made i t flat - I know that when he knows 
I don't agree with bim ·he just doesn't show me the thing. 

lffi. PAUL: We didn't tllink you needed to go through 
the courts on State, 

H.W.JR: But Federal? 

MR. PAUL: Yes, Federal . 

H.M.JR: It is .the whole question of the Government 
bond market, and good faith, and all the rest of it. 

MR. PAUL: That is true; it is not a legal question. 

MR. GASTON : That i s the one serious question . 

H.M. JR: Y0u bad better go. 
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.IIR. PAUL: I ctn call JOU up in the aiddle of the 
aeaaion if you want. 

H.M.JR: That won't help • e; I have a preaa ·con­
f erence at ten- thirt7. I baa hoped JOU could be here. 
Let Roy ata7 behind. 

MR. PAUL: Stanle7 SurreJ. could help you. 

HJoi. JR: ~~ ie juat a quutlon of public relatlona, 
Roy. You had better go on. 

WR. PAUL: If JOU want any help on the aalar7, we 
can leave Stanle7 behind. He knowa all about it . Be 
worked through eney bit of it with me. He was preaent 
at the conferences with a,rne1 . 

R.M.JR: O.K. , 1end him i n. 

Where are 7ou on 7our Rual Plan today? 

.IIR. PAUL: I don ' t know what the Chai~an is going 
to spring on me at ten minutes of ten. 

H.M.JR: All righ.t . 

(llr . Paul and Vr. m.ougb left the conference.) 

B.K. JR: Herbert, I juat don' t know- the onl7 way 
ia to argue the thing out; but if t he7 ask me point­
blank if I aaw the letter before it went up, I don't 
see wh7 I should - if I aa7 I have no comment--

YR. GASTON: I don' t know whether or not they will 
ask JOU that directl7 . 

H.M. JR: Was I consulted? 

_Of course, I can answer the way I want to ; ~s i s 
WhitTHouae business, and JOU men know I can't discuss it.• 

.IIR. GASTON: The7 regarded i t over there as a matter 
of salary regulation, rather than revanue taxation. Then 
the aecond--
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MR. BELL: In that respect, the Treasury is just 
an agent. 

WR. GASTON: In that respect, the Treasury is just 
an agent. That ie, it ia following through, with the 
prospect of tf!f:''' knocking down the twenty-five thou-
send dollar tation, a1 a matter of Executive Order 
under the ealarJ regulation power. 

Now he ie asking them by regulation to accomplish 
the same thingi not as a metter of revenue but as a matter 
of salary regu ation. · 

The record ie that the subject was discussed generally 
~ith Mr. Sullivan and Kr. Paul ae to the wording and as 
to the method of accomplishing the objective. 

7 

MR. SULLIVAN: I beg your pardon, it was not discussed. 
Just for your infonaation, Ben told me that that was the 
type of letter the President was coneidering. 

MR. GASTON: Yea . Well, Paul was asked as to the 
metho4 of accomplishing it . Didn't he say here that they 
asked him how to do it? 

(Mr. Surrey. entered the conference . ) 

B.K.JR: I suppose, Herbert, the easiest thing· to do 
when they ask me is to say, "Look, gentlemen, this is 
White Bouse business. ADT information you want about it, 
you will have to get from the White House ." 

I have been ell throu~ this. Should I write a 
letter to the President ana say, ~ didn't you consult 
me before he sent it up?" 

The.n he will come back and aa7 that this was some­
thinf I wasn't to handle, or should .handle, and all that. 
So, think it beat to leave it afon~ • 

.llR. GASTON: I certainly think we ought not to 
register a.ny differences before the newspapermen here. 

B.M.JR: If you are out of step with the President, 
why di BCUSS i t'l 
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MR. GASTON: That is the way I feel. There is one 
very substantial ~atter, that matter of the taxation of 
Federal Securities, which are by contract tax- exempt. 
They might get irito that. 

H.M.JR: Well, Surrey, Paul said you were - in 
these drafts that you sent over, were they for Federal 
or State securities? 

MR. SURREY: It was only for the State securities, 
and that was pointed out to the people in Justice arrnes' 
office that we were sticking to the !•Olicy which we had 
last year with respect to tax-exempt securities . •e 
didn 't touch the Federal. 

H.K.JR: I am on record. 

MR. SULLIVAN: That isn't just last year's policy; 
the Secretary's record has been clear all the way beck. 

H.M. JR: Back to the Cleveland speech. 

MR. SURREY : Last year we drew a distinction between 
Federal securities. I mentioned that because of the 
contract, and that was pointed out to JUstice B.yrnes ' 
people. We have the same distinction this year. 

B.K.JR: Have you read the l etter? 

MR. SURREY: Yes, sir . 

H.K. JR: How do you interpret it? What securities 
do you think they mean? 

MR. SURREY: · I would interpret it the same as what 
we urged last year. 

H.K.JR: But it says that the revenue from tax- exempt 
securities should be included. It doesn ' t distinguish 
as between Federal and State . 

KR. SUBREY: No, but I got the ·impression that the 
tel'lll was uaed in its more popular sanae - in other words, 
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to describe t be securities generally wbich the Administra­
tion has been seeking to tax. 

H.M. JR: Why don't I call up Byrnes and ask him? 

· MR. SULLIVAN : If this react ion ia any good to 
you, Mr. Secretary, I read the letter - and didn 't know 
about this draft that had been sent over - and I aeauaed 
it 11as merely State. securities. 

H.K. JR: ~et me call him up and ask bia. 

KR. GASTON: They are the only thing 11ho1ly tax­
exempt, except for our notes and--

MR. SULLIVAN: He can authorize you to say it was 
perfectly clear that the White House and the Treasury 
had in mind merely the incom' fram State and municipal 
securities . It eemne to me that is your whole problem, 
Mr. Secnetary. . 

H.M. JR: I will ask him. 

MR. BELL: That might be a good pl ace to give an 
interpretation of it , while it is fresh, if that is what 
thsy meant, 

llR. G.AS'roN: Yes, if you can get that interpretation . 

B.li. JR: lfbat is that? 

KR. GASTON: Dan says it might be a 

five an interpretation now if they agree 
hey don't mean to tax the Federal. 

good spot to 
over there that 

H.M.JR: Does anybody 11ant to bet me that they 
eay Federal? -

KR. SUlliVAN: I bet you a package of Spuds . 

WR. \~RITE : I bet they say Federal. 

. (The Secretary held a t el ephone conversation with 
Justice Byrnes' secretary,) 

9 
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H.lol. JR: Does anybo4 hue that letter? 

MR. BELL: What letter? 

MR. SURREY: I can get a copy of it . I haTe it 
upstairs. 

(Mr. Surrey left the conference. ) 

H.loi . JR: The only paper it ie in ia the"rimea.• 
I thought be would haTe a mort accurate copy. 

KR. YIHITE : I think you could probably dimlnlab the 
interest in it if in addition to your reaark that ~t ie 
a Ylhite House matter, you aay, •aut, of courae, .. baTt 
been diacusaing this matter for two years now• - something 
like that. 

H.M. JR: If I say, ~ou men a!l know what my position 
ia," then it putf me right into a fight wi tb the White 
House, arid I don t want any fights . 

MR. AELL: Unless what you have said before agrees 
with what they have in mind. 

H.W. JR: White, do you think that they meant all? 

MR. i lliTE: I should think ao . I think that ia the 
Tiew of aome of the men over there. I don't know whether 
their Tiew baa prevailed on a,rnea. 

H.W. JR: I think that is where what ' a-bia-name would 
be, wouldn't you- Ben Cohen - for taxing all? 

WR. ~ITE: I think so. 

MR. BELL: Do you want to talk to Ben instead of-­

H.M.JR: I think if I did it now, it ooul~ be 
interpreted aa sort of aneaky, that I first tried to get 
him and then talked to STrn"la afterwards. If a,rnea 
doesn't call me back before my preaa conference, I will 
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called Ben . But, having asked for h1a - don't 10u see 
what I mean - it is aa tnough aoaebo4J put in a call 
for me and I wasn't there. He wanted to know what I 
•as going to do on the bond market. So then he calli 
you up while waiting, and then talke to me. 

I think I will get this . I will let 70u people 
know what they sa7. We ~a1. have another meeting. 

(Yr. Surre7 reentered the meeting.) 

MR. SURREY: Mr. Russell is the one I spoke to on 
the tax-exempt. 

),(R, WHITE: Recentltl 

MR. SURREY: I pointed out the way it was drafted . 
He agreed at the time. 

(Mr. Surre7 handed to .the Secretary a mimeographed 
copy of the President's letter to Chairman Dougnton . ) 

H.M.JR: It says, "including income from tax-exempt 
securities . • 

What you had better do, Surrey, is this: You had 
better go rignt to work on the various tnings that I 
have said on this thing, not neceeearil1 for my press 
conference, but I ma1 have to write t he President a letter 
ee.ying "Tide is the position - • and urge him ver7 
etronfly that he back me up on my position if the7 have 
done t the other waJ. You had better get at it. 

Kiss Chauncey could help 70u on this thing. Do 
you know Kiss Chauncey? 

MR. SURREY: Yes. • 
H.M.JR: Then JOU had better have the memoranda 

that we submitted. In other words, prepare a case on 
t his thing for me so that if I have to write the President 
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and eay, -what did you mean when.rou aaid to include 
the tax, wae it only from Statea? - I want you to give 
a clarified etatement . 

12 

MR. GASTON: The~e i e another point in connection 
with that, that our tax exemption doee not cover surtaxee 
in any of the long-time aecuritiee, and thie would be a 
eurtax, eo they would be exempt from it, except just 
for the bille and short-term notee. 

MR. BELL: Not the bi!le; the billa are now out 
of the picture. 

WR. lHITE: You will be the first one to comment 
publicly on thet this morning. That ie why it is 
important, I think. 

H.K. JR: I n thirty-five minutes . 

MR. SURREY: Wl!l it be all right if I check with 
Mr . Rueaell? He probably p~epared this l etter, and I 
could find out what he had in mind • 

H.~.JR: No, wmt until I get through talking to 
B,rrnea . They have only four or five people over there, 
haven' t they? They will say, ~orgenthau had Surrey 
call up. • You lmow, I don' t gain anything. I will . 
uk B,rrnu; be will lmow, 

WR. WHI'IE: In any cue, I think it is well to get 
Bfrnee' statement . EYen a subordinate statement will 
not be adequate. 

H .~ . JR: No, I will have to get Syrnea' statement, 
and then we may have to write him a letter and simply 
say, "Now, look, this thing baa got to be straightened 
out, because this is my position." · 

l.IR. SURREY: I have a recollection that ~. Paul 
or I mentioned that to ~r . Byrnes earlier, too, the 
first time we saw him. 

H.K.JR: You bad better get buay . I will let you 
all know. 
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February 1?' 1943 

Ccngressman lbughtcn, Chainnan of tho House Committe 011 

l'laya an<1 lleans, today made public a letter trom the President, the 
toxt o! 'llhioh followsa 

"SOllie days ago you wrote IIIII that there was a proposal 
before your Coarnittee to amen<1 the Public llllbt Bill by a<1<11ng a 
provision nullii'ying the Executive Oroer iaaue<1 by 11111 un<ier the Act 
of October 2, 1942, 11mit1ng salaries to 1;25, 000 alter taxes, an<1 , 
aske<1 it I eare<1 to sul:mi t &r\Y views w1 th reference to the proposal. 
In roply, I tol<1 'PJ that I hopc<1 tho Public llllbt Bill coul <1 be 
puso<1 '111 thout ack!ing amond:>ents not related to tho subject, but 
th».t i .t tho Cocai ttee thought othor'llisc, I -.ld later 1..-rito you J1t1f 
vioml. 

"In a oeasage to the Congress en April Z1, 1942, I stated, 
• .• , c!iacrepancies bet'lleen lcr>r personal incomes and very high per-­
sonal incomos should be lsssened; and I therefore believe the t in 
tilllll of thia grave national danger, when all exeese ine0C118 should go 
to win the war 1 no American ci tizon ought to havo a not income, alter 
hs has paid his taxes, or moro than $25,000 a year. 1 Theroa.tter the 
Treasury adv1sod the COI!Illittcc, 1To implomllnt tho President• s proposal., 
tho Troasury n0\'1 rocOillllon<1s the onaotrnont or a 100;! war suportax on 
that part of tho not incano after regular income tax which exceeds a 
poraonal oxomptl.m of ;)251000. * * * It is recommended that for 
tho purpoao or tho auportax, joint retums be modo mandlltory and that 
a poraonal oxomption of $25,000 for each spouse be allom:d, or in 
effect CSO,OOO tor tho married couplo.' 

•so tar aa I know, nolithor House of t ho Congroos acted upon 
the rocca:oondllt ion. 

"When the Act or October 2, 1942 waa pnssod, it wthorizod 
co to adjust wages or salaries Tlbonovor I t oun<1 it necessary •to 
correct gross 1noqui tics and also oJ.d in tho ottooti vc prosecution of 
too nr.• Pursuant to this authority, I issued nn ll:lwoutivo Order in 
which, III!IOillJ other things, it waa provic!.od thllt in ordor to correct 
arose inequities and to provide tor gro11tcr oqunlity in contributing 
to tho war effort, no snlo.ry should be 11uthorizod to tho extent tl¥1t 
it oxcoods $25, 000 net utor tho pa.ymcnt ot t11x.;s. Provision tills 
111!1<10 !or cortnin nllorllll\cos in order to prevent undue bD.rdships. 

"Tho lO:Jlllity of t he Exocutive Order r:n:J ·nttosted b<J the 
Attomoy Genero.l, prior to its issucnco, Uo :XOcutive Order is issued 
1Jithcut such approval. 

13 
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Fobruary 1?, 194) 

Congressman D>ughtcn, Ct.aiman ot tho House Colllllitte 011 

nayo and !leans, today ude public a letter trom the President, the 
text ot 'llhich follows• 

"Some days ago you wrote me that there was a proposal 
before your C<mnittee to amend the Public llBbt Bill by adding a 
provision nulli~ing the Executive Order isoued by me under the Act 
ot October 2, 1942, l1Jniting salaries to (;25,000 a!ter taxes , and , 
aaked 1! I cared to sul:ml.t arr:r views with reference t o tho proposal. 
In rep~, I told you that I hoped tho Public llBbt 8111 coul d bo 
passed w1 thout addine smend:lents not related to too subject, but 
t~t it tho Com:U ttec thought otherwise, I 'MIIIld later , ,Titc you m:y 
vicma. 

•In a aessage to the Congreu oo April 27, 1942, I stated, 
• •• , discrepancies between J.o;o personal incor.>es and very high per-­
sonal incocncs should be lessened; and I therefore believe that in 
time of this aravc national danger, when all excess income should go 
to win the war , no American citizen ought to havo a not income, a.rtor 
he has paid his taxes, ot more t han $25,000 a yoar, 1 Therea!tor the 
Treasury advisod the Coll1llittoo, •To implomont t ho Prosid<Jnt• a proposal, 
tho Troasury narr rocoomends the enactmont or a lex>;:: war suportax on 
that part or tho not income after regular income tax which oxcoods a 
personal oxomption of (125,000. * * * It is rocommondod that for 
too purpoeo of too supertax, joint returns bo m4do mandatory and that 
a personal oxomption of $25, 000 for oo.eh spouse bo allowed, or in 
effect C50, 000 tor tho married couplo. ' 

•so far as I know, neither Houso ot the Congress acted upon 
the roea:condstion. 

"\Then the Act of October 2, 1942 'IIIIS possad, it authorized 
me to adjust wages or saJ..arios Tlhonovcr I r ound 1 t naces3ary 'to 
correct gross inoquitics and also Did in tho o.t!octivo prosecution of 
the wnr. ' Pursuant to this authority, I issued nn t:>wautivo Order in 
which, 0111ona other things, it was provided toot in order to correct 
gross inoquitioa nnd to provide tor grontor oqunlity in contributi.ng 
to tho war cttort, no anl.nry should bo nuthori~od to the oxtont that 
it oxr.oods $25,000 net After t he p~t of t nxos, Provision m s 
mLido !or cortoin nllormnccs in order to provont undue hnrdehips . 

"The 1ognli ty of the Exeeuti. ve Order r:ns · nttested by the 
Attorney Oenerc.l, prior to its iasuc.nco. llo ::X.cutive Order i s issued 
111 thout such npprovcl. 

13 
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. "The regulation issued under this Order, rlth my approval, 
was so worded that it af'tected onl<f gross salaries in excess o! $67,200, 
the amount of taxes <ble upon such salaries reducing them to approximately 
C25, 000 net, I could not exercise the discretion vested in rue by the 
Congrosa to adjust salaries, without finding that it is a gross inequit~ 
in wartime to permit one man to receive a salacy 1n excess o! $67,200 '8 
~ear while tho govemront is drafting another man and requiring him to 
servo >lith tho anned forces !or 0600 per ~ar. I believed it a gross 
inequit~ !or tho President of a Corpcration engaged in the producticn 
of materials for tho govomment1 to rocoivo a salacy and bonus of 

' C500,000 a ~ar 'lihUe the workers in the Corporation were denied an 
incroaso in wages under the provisions of tho law and my Exocutive 
01\lor, Tho correction. of such inoquitioa, I believed, 110uld aid in 
tho off octivo prosecution of tho war, 

"I coli your attention to t he ! oct that the litdtation or 
eelaries 'ltaa , by the lanL""'ge or the Order, lilllited to the r.or periodJ 
end that the la11 upon lthich the o rder \fOB b~aec expires June )01 1944, 
and can be continued onl~ by tho ortimntive Potion of the Conerass . 
"nlerefore , no foir srr'\nel\t cM be made thet the lilllitation lf&l intended 
either by the Congresa or by the J>xecuti ve to become pemanent law. "nle 
intention \t&e made plain 'in my originol l'lesange . I then and there 
arti med ~ belief thet this limitation ehould be mo.de 'in tillle of thil 
grave notiorw.l. danger when all exceas income should r,o to win the 11ar. ' 

"Thie desire to 111111 t personal profi te during wartillle ie 
no nn thought. Its <Irisin is neither allen nor obecure, It ie in 
accord w1 th the solll!l'l pledges of the 1\epubUcan Part~ and the r..­
ocratic Party. 

•In 1924, just aiter our soldierb hnd returned from the 
first f•orld l'lar and the leaders of both parties \<ere a:>n&eious ot the 
vina ot the returning aoldiera aa to ..ar proN.t.eerine, the nepublican 
Party declared in ita platfomt 

'\.e believe that in tir.\e ot wo.r the nation should 
clratt for its derenae not only ite citisene tNt 
also evecy resource <lhich ~~~~ contribut e to success , 
The country d8111&nda that should the Unite<! States 
ever again .be call ed upon to defend i tseU by anoa 
the President be SllpoVIered to draft IUCh materiel 
resources and auch servicea ae NY be required, 
and to stabi~ze the pricea ot eervices and'eese~ 
tial coiii:IOdi ties, 'ilhether utilised in actual war-
rare or private activit~. · 
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The t..ocr e t ic Porty pl.attOl"Cl the •~• 7U1' eol.ry pleclgecll 

'In the event ot t ar 1n 'llhich the llllll'l pot.er o! the 
nation 1a dreited, ell other reeouroea ehould like­
Idee be dra.~ted, Thia l'lill tend to Cliacourt.ce war 
by deprivin& it of ita profit••' 

I repeot, thie 11118 in 1921., not 1928, end thllt thaee "ere the pat­
fon.'oll ot the hepublicM and DII'IOcr&tio l'o.rti .. , 

"I ncree ni th thoae who ·~ t.hllt the Umit&tion or aeJ.nriea 
doea not eeo.l aeequ.ntely \lit.h tr.e proble oi exceaehe personal ?I'O!ite 
and t.ho.t t ho l1.r:dtation ehould axtend to nll ir.CO!;Ie, I:Y ;>Xecuthe 
Orcler ondet.vorod to correct t he 1nac;u1 cy to the extent o! the pcn,.r 
sranted u , The Co11Gr"&< can, ho'<:ever, u"e the Umit~tion adec;w>te 
by utendinc it to the oou:.oon cli?)er &a troll 111 the .-.an r.ho e111~ 
the a&lary, 

"Tbere:ore, I urea tha Conuee• to levy a epeeial nrr auper­
t.u on net ineono frOI!l l1ht.tover eource derived (ino.lud.ne inca.e !r001 
tax exe:~pt eecuritioe) ubich, c!'ter 'P&Yftlent ot re(llllrr i noof.Vl taua, 
exceeda ~s,ooo in the cnae cr • sincle poroon, and vSO,ooo in the 
caee of a narried couple, It the Conaraao dooe not cpprove the recom­
~:~andation eu\:r.U.tted by the Treeeury ll!et J\1118 thot e. tlr.t lOOf. eupertex 
bo imposed on ouch exceua 1n00!1ea, then I hope tho Congrcse will provide 
a lllinimum tiiX or sor. •'lith ateeply erndur.tec rr.tea llB high as 9<:$. The 
exoot mount of the exonptione to be o.llO\\Od and the BYI'Ct r ato ot 
tuntion to be opplied Pre neooascrily nrbitrnry Md t hoee are mettere 
the Conrreoe IIIWit decide. 

•rr tnxea l're levied, nhich eubl trntinlly r ceoopllah tho pur­
poae I have 1ndietlted1 either in o eoporet.e bill or in the general 
f.evenue Bill you Pre oonsiderins , I ehol.l U:lnedir tel,y reocind t . .lto 
eeoti'on or the ~ecuti ve Orcler in qu.ation, '<be Cone.reaa .ay appropri­
ately provide thct such tcxea ehould tclte U.e ;>lAce of t.he :,25, 000 
lilll1 totion inpoaed !J.J J:.xecuti ve Order, . 

· "I truut, h<:mever, th ct ,,ithout uuch tox levies, the Coneresa 
><ill not roacind the UW.tntior. and pemit tho oxiutence of 1neou1t1ea 
tho.t eer1oU8ly t!'f'oct the 1:10reJ.e o! aoldiera r.nd e11ilore , tlll'l!ler£ md 
\\Ori(ere , 1uper111ng e!'f'ort.o to etl'bili&e r.nr,oo tnd priceu, md thereby 
impai.rinQ tile effective prosecution oi' the r.nr, • 

• 
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HXJr : Bello. 

rebruar7 18, 19~J 
91'8 a ••. 

Opera tor: Juet1oe B7rne1 11 out ot h11 ott1oe tor a few 
•1nutll. 

IIMJr: 

Opera tor: 

HMJr: 

Well, 1e •. •• • 

B1e eeoretarJ 11 on the w1re. 

Let •• talk to • • •• 

Operator : All r1ght. 

IIMJr: I e it h18 or a her? 

Operator : A l adJ. 

HMJr: All right. 

Opera tor : Go ahead. 

Justice 
Byr nes 'SeOJI Bello. 

. ' 
HMJr: Good 110rning. 

S: Yee, XJ'. SeoretarJ. 

HKJr: Bow l ong before Mr. B7rne1 will be back? 

S : I think 1n about ten 81nut11. 

HMJr: Oh. 

S: Shall I oall 70u when he returne? 

HMJr: Yeah, I'• YerJ azuioue. t o epeak t o h1•. 

S: rine. Well, I'll call J OU Juet ae loon •• 
he oo•e• in. 

HMJr : It'e - all right- will- beoauee I wanted to 
get eo•• intor.ation before 87 preee conference. 

S: All right, tine. Will ten - w111 that - that'll 
be al l rigbt wi thin about ten or titteen tinut ee, 
Will it? I'll call JOU Juet ae eoon • • he co•e• 
&nJ W&J. 

16 
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HHJr: R1ght. 

8: Pine. 
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HMJr: 

Operator: 

HMJr: 

Operator: 

HXJr: 

Juet1ce J. 
Byrnee: 

IDIJr: 

B: 

HMJr: 

B: 

IDIJr: 

B: 

IDCJr: 

B: 

IDCJr: 

B: 

BellO. 

Mr. Byrnee. 

R1gllt. 

Oo ahead. 

Hello. Hello. 

Bello. 

Be017 tallti118. 

Iee, Benl'f. 

Bow are yout 

Fine. 

Febru&l'f lS, 194} 
10:00 a .•. 

18 

Jiaay, I'm at a disadvantage in t wo waye: one, 
I 1m having a preee conference a t ten-thirty, 
10 I'll be the tiret pereon to be aelted publicly 
about th1 e letter ot the President'•, wh1o~ l 
read in the New York Time• thie morni~ tor the 
tiret time. Now the thin& that I don 't under­
ltand il the thing where it eaye, 1 Theretore, I 
urge the Congr111 to levy a 1pecial war super-
tax on net incoae trom whatever 1ouroe derived ..• •­
now thil ie the point - • ••• including income troa 
taz-ezeapt eeour1tiee.• Hellot 

Iee. 

low what doee that mean - "including income troa 
taz-ezeapt aeouritiea.• 

Well, that'• the- that wa1 the- what Paul 1n 
hie aeeeage - I aean in hie etatement last year 
had been - bad euggeeted, originally. 

Ko, well, ot couree, he •.•• 

Reaeaber he had tax - be had a proposal ot a 
hundred per cent. 
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!OIJr: 

8: 

HMJr: 

8: 

BMJr: 

8: 

HMJr: 

• B: 

IIMJr: 

B: 

HMJr: 

B: 

IIMJr: 

B: 

IIMJr: 

B: 

HMJr: 

B: 

19 
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Yeah, but he .••• 

I think 70u ought to get JOUr tlllowe to gi Ye 
;you that .•• • 

Well , I •• •• 

••.. that recommendation. 

I had Paul, but be vaa referring to State 
securities, not Federal. 

Well, it- the language - that language ie, I 
think, copied troa - troa that aeeeage. 

Well, it that- it J OU ueed Paul's aeaorandua, 
then it vaa State aecuritiee. 

Well, it vaa Paul'• aeaorandum that we had, JIB -
had here. WhJ don 1 t 7ou aaJ •... 

Well , Paul - could I aend Surra)' over there to 
eee somebody right away eo I could • . • • 

Right. Send him right aV&)', 

Could 7ou eee himt 

Yea, because I- MoPb,reon 1 e here, 
Surra)' becauee ;you'll want to know 
get to that • • •• 

Before ten •.•. 

but I' ll eee 
before J OU 

• 
•.• • preee conference to that thing. Be'• got a ­
he euggeated - I got Paul t o dratt - draft a 
propoeal •.•• 

Yeah. 

...• with me and I ' ll give it to you. For thie 
very thing, t or this tax. 

Well, I've- I talked With Paul but Doughten 
sent tor him to be up there at t en minutes ot 
t en ••.• 

Yea. Well, nov, I - I have that thing. I 
beYe Paul 1 e aeaorandua ••.• 
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HXJr: 

B: 

IIMJr: 

B: 

IIMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

- ) -

Yeah. 

•••• and reall7, I think i t wae drawn b7 Surre7. 
Rave 7ou tallted t o Surrert 

Yeah, he'• been here too. 

Well , it 1 e- wait one eeoond there. I think 
reall7 Surre7 drew the thing, and it •11 - it 
111a7 eave hill. 

Well, what I want - hellot 

Yee. 

I mean becauee we ' re on record here over three­
tour 7eare .••• 

(Tallte aside: Where'• that 
Paul and Sur re7 eaid - 111 

that thing and give to ••· ) 

tax propoeal 
whether it 1 e 

Go ahead. 

that 
in 

•.•. and that neither by directi on or indirection 
would we tax the income from Federal eeouritiee 
beoauee the Federal Government had a contract 
outstanding, 7ou eeet 

Yeah. 

And it 1-e - that part 1a terribly important to 
••• 
Yeah. 

So ••• • 

Now wait - I'll find i t. 

Let - let me eend Surrey over. He'd be there 
i n a couple ot minutee. Ma7 I do thatt 

Yee, I wae Juet tr7ing to find that- it he'• 
got that ••• • 

The aemo that t h17 f urni ehed 7out 

Yeah, that'• where it '• euppoeed to oo•e troll. 

20 
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HXJr: 

B: 

HMJr: 
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I'll t ell hia to take it along with h1a. 

Fine. 

Thank J OU. 

21 
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IOIJr: 

St anley 
Surrey: 

HMJ'r: 

s: 
HMJr: 

81 

IIMJr: 

8: 

HMJr: 

S: 

IIMJr: 

S: 

February 18, 1943 
10:04 a.m. 

Byrnee .. ye, Surrey, that he - thia thine vaa 
baud on the aemoran~ Whi ch you t urniehed. 

Yea, air. 

22 

Nov it you could lay ~our banda on them and ruab 
acroea the etreet, he ll ••• you becauea he van•• 
to help me out betore ten-thirty. 

I' ll go right over there. 

How the thing that I want -- (laughs) I torgot to 
mention the moat important thing -- it poaeible, 
11 to get aoaathing troa him that I could u" at 
ten-thirty clarit ying thie point, you aeet 

All right. I'll - I ' ll eea it I oan get that. 

Or either that I oan do it, or aay, reter the 
newepaper - i t would be much batter to - to get 
him to clari t y it, you teet 

I 111 eee what I can do on that. 

I a .. n it he would eay to the newtpaperaen, 
"Well, it they'll ooae over , we'll clarity it, • 
eoaething ao th11 thing oan ba cleared up, be­
oau" t roa the bond market ttandpoint thia 11 
terrible, and the longer we vait, the woree it 
Will grov. It ' • l1ka a tnovball going down -.&11. 

Yee, eir. I'll eee him right away • . 

8o ruab over there, and - but I got to knov betore 
ten-thirty. 

All right. 

-
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I!MJr: 

Justice J. 
Byrnes: 

I!MJr: 

Bt 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HNJr: 

Hello. 

Hello, Henry? 

Yee. 

February 18, 1943 
10:06 a. •· 

23 

The - the bill wh1ob I have round - the propoeed 
bill has this provieion: •ror the purpose ot 
subsection (a) groae income computed under 
eeotion 22 aball include intereet receiYed or 
accrued upon the obligation• or the State or 
political subd1vieion tbereot.• So it did not 
reter to the Federal, and I'll send tb1e OYer 
to JOU eo JOU can have it. 

Well, Surrey'• on hie way over there now. 

Fine, I'll juat turn it over to Surr•J, and 
then be 111 have it. · 

Well, now •.•. 

But that, as I eay .••• 

Ca.n I •.•• 

Yea. 

Can I say publicly - I mean to the preee, or 
would JOU ra tber eay it •••• 

What? No, I don't giYe out preae- it 1e­
on thiet 

Can I eay that thil eeo •• - this thing was 
based- that that's what it meantt 

Yeah, here'e a- that's what - that's what the 
President meant, JIB. 

And that's what the President meantt 

Yee. 

You think it'• all right to interpret- beoauee 
the longer we wait, the worse it will get. 
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B: 

HMJr: 

B: 

HMJr: 

B: 

IOIJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HNJr: 

B: 

HMJr: 

B: 

- 2 -
24 

Well, why not S&J that it 1 t very clear that tro• 
hie etatement that - what he meant - and that - · 
that - why not uy that at the - that a aemorandua 
had been prepared ot - bJ - by Kr. Paul and it 
epeoitioally provided that. 

And that I juet- that I dieOUIItd th11 thing With 
JOU thh mcrning, and JOU 1&1 that'• what it aeant. 

No, wb)' not hand it to the., I don 1 t think that it 
would help by saying that we were all 41eoueein& it, 
and eay, 1Wb7, I think tbat 1 1 very clear what'• 
meant. It means notbing but State eeouritiee. I 
think the President acted on a •••orandua, and 
here's the memorandum.• 

I '''· 
And then read it to thtll •••• 

I let. Well, I'll ...• 

• •... tor the purpose , and - and I 111 give it to 8urreJ 
to give you, and i t Juat lhowe it meane nothing to 
you. I - I can know only that - what the President 
meant trom this aemorandum. 

I eee, and •.•• 

And I'd 41am18a it with that. 

What'• tb&tt 

J'd 41ea1aa it with that, beoauee it'e very clear 
that that'e all that was meant, and there'• no 
reaaon or Justitioation tor anybody eaying anJthing 
elu. 

Ok&J. 

I'd ahoot thtll right olean. 

"Thank .YOU. 

Goodbye. 
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HMJr: 

Opera t or: 

HMJr: 

Operator: 

HMJr: 

Randolph 
Paul: 

llltJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

llltJr: 

P: 

Bello. 

rebi'Ua1'7 111, 194) 
10:16 a.a. 

Mr. Paul calling troa the Capitol. 

Right. 

Go ahead. 

2S 

(Talks aeide: Well, it1 1 thie - he knows he 1 1 
coming hare. You better call hia right up. 
Be know• he'e coaing hare. ) Hello. 

Hello, Mr. Secretary. 

Yea. 

Randolph. I was atraid there wae a little con­
tulion aa I got thinking about what we ware 
diecueaing when I came up to the Bill, and I 
wanted to straighten it out •..• 

Yea • 

..•• in caae Stanley Surrey didn 't. There ia a 
distinction, you kno•, on th11 - on thia -
President'• new idea between wholly exempt­
totally exe~t and partially exeapt. The 
partially exeapt are only exempt trom the noraal 
tax, eo there's no •iolation ot- ot contract 
when you aubJact partially exeapte to thia -
to thia eupartax. It' • Juet the wbolly exeapu 
that have to be let out. Do you haYe that 
distinction in aindt 

Well, I- I didn't becauee - but the- I talked 
to Justice Byrnee •••• 

Yeah. 

•..• and he aa14 what they had in aind vaa 
entirely baaed on the aeaorandum Which you tur­
ni ehed thea. 

Yeah, wall, thet 1 e all right then • 
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FDCJr: 

PI 

HMJr: 

P: 

RMJr: 

P: 

• 

RMJr: 

P: 

RMJr: 

P: 

fDLJr: 

P: 

HMJr: 

P: 

- 2-

And that I could u.. that meaorand1.111 in ex­
plaining it. 

leah, well, that'• all rigbt then •••• 

And I'• going to have Surref at 111 preee 
oonterenoe. 

Oh, that'll be tine, beoauee he underetande 
1t. I - .I di4n1 t want •111 oontul1on on that 
dietinotion between - beoauee thef - that 
eort of contueion ean fet all auddled throucb 
the pre11. But there 1 no reaeon ~n tha 
world vb7- there'• no violation ot contract 
or AD1 direct or indlreot troub •• - invaelon 
when fou - when fOil eubJeot partiallf exeapte 
to thle supertax. 

26 

Well, I - he eaid •• could uee thle aeaorandu. 
and IAJ, • Thh 11 vha t the letter wae baud on. 1 

Well, that'• per •• - that'• tine, beoauee the 
aeaorandua Will be all rigbtf but I vae afraid -
I di4n 1 t want 7011 to - when got oolllng up 
here I got th1nk1ng about 1t, and • • •• 

Well, ~ ••• - I ••• ID1xe4 up. 

Well, I ••• dieturbed tor tear- that'• the 
reaeon I called 7011. 

But I'a going to have Surre7 here. 

Well, that111 be - he underetande it perteotlJ. 

B-u•e I think 1t ve 4on 1 t explain 1 t, all 
the editorial vritere and eveJ'fthing Will begin 
to talk about breach ot contract> - breach ot 
taith. 

Well, I•a glad JOU 1 re going to have_8urre7 
there, be~uee he underetande it, and he'e a 
VIJ'f good man &nJWAJ. 

~gbt. fhank JOU, 

Ok&J. 

Regraded Unclassified



TWS 

Preaent : Mr. Gaaton 
Mr. Sullhaa 
Mr. Bell 
Mr. White 
Mr. Surrt7 
Mr. Schwan 

FebJ'U&1'7 18, 19&3 
10:20 a.a. 

H.li.JR: Since tilling to 70u a couple of thing1 
ha•e happened. I talked to B7rnea, aad he aaid that 
'llhatner theJ did wa1 b11ed on the Treaau17 aeao~andua. 

Then he fot thie aeaorandum out and read thh 
part to u 'llh ch I&JI, "For the purpoae of aub-section 
{a), groas incou computed under section 22 shall in­
clude interest received or accrued upon obligation of 
the State or political aubdi•isions thereof, with the 
followiDg adjustaente." He said he was onl7 referring 
to State . 

~ WBlTE: That s!.plifies it. 

H.ll. JR: Then Paul called 111e up and said that theJ 
were going into the surtax and all that buainus. 

Do 70u (Surre7) understand all of that? I aa 
going to ha•e JOU at m, press conference. 

~ SURREY: Yea, air, I understand it. 

H.W.~R: I think what I am going to sa7 is this: 
I will get Sohwara to ha•e them ask 111e questions and 
then I will sa7 - wh7 not sa7 that I ha•e been aaaured 
b7 Justice BJrnee that the Preaident 'a letter was baaed 
on a aeaorandua furnished b7 the Treaaur7, which sa7s 
the following, &nd Mr. Surre7 can explain the iaplica­
tions of it? 
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KR. WHITE: ~ not aerel7 11.7; "It 11 baaed, • ' 
inetead of, "I haYe been aeeured"t 

lffi. G.t\STOHt s.,, "I interpret thil to uan jut 
what we have been working for - I haYe been workiDg 
for - for the last 7ear and a halt, and that is, tlie 
taxation of the Statee and looa11t1ee.• 

H.ll. JR: You wouldn 1 t •11 that BJrDu had a aeao­
!'andus? 

llR. GASTON : I don 1 t think eo. 

llR. SUlliVAN : That indioatu that we initiated 
the whole thing. 

H.ll.JR: How would 7ou 117 it, Herbertt 

MR. GASTON: "I underetand thh to aean the taxa­
t ion of the State and looal tax-exempt eeouritiee -
the n17 thing for which I han been working for the 
last two Jeare." 

YR. BELLI .lren 1 t the7 going to follow that with, 
"Were 70u ooneulted?" 

H.ll.JRt I can 117 we furnhhed a uaorandus on 
that phaee of it. 

(Kr. Schwars entered the conference. ) 

H.K. JRt ~hat I want to do, Chick, ie thie : You 
eee, the thing I haYe been working on for an hour ie I 
han been botliered about thh eentenoe, " ••• including 
inooae troa tu-exeapt eeouritiee." I want to han 
eo~~ebody uk ae, ~at doee that mean? Doee that mean 
Federal, or dou that uan State?" 

llR. SCR1J!RZ1 • The7 hue uked ua about it . I had 
better oheok to sake eure. 

28 
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H.ll. JR: They han been aaking Ul? 

MR. SCHWARZ: They asked ua JUtel'dq afternoon, 
yea, air . 

H.K. JR: Well, I am prepared, now. 

~boa do I owe aome cigarette• to? 

.llR. SJLLIVAN : )le , I took both of thea up. 

B.K.JR: Barry didn ' t bet with you. 

29 

),[R, SULLIVAN : Barry waa betting 1li th you against •. 

H.K. JR: I bet you a package of ::ipude. Barry cu 
settle hia o.n bets. 

You and I didn't bet , did we, Harry? 

MR. WHITE: No. I thought I knew how Ben Cohen felt 
and I thought- -

B.K. JR: We are all right now, aren ' t we? 

llR. GASTON: Yes. I think it ia a good thing to 
get out. 

H.W.JR: I think it ia nr1 good, and I think that 
Surrey should be here on the thtng. 
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HMJr: 

Operator : 

HXJr: 

Bello . 

Oo ahead. 

Hello. 

rebruarJ 18, 1943 
1012} a . •. 

-P. W.Meekine 
( Dough ton 1 

• 
Beoretar7)1 Yea, eir, Mr. BeoratarJ. 

HKJr: 

ICI 

RMJr: 

M: 

ID!Jr: 

M: 

IDIJr: 

M: 

Will you tell Mr. Dougbton that I appreciate 
ver7 muob that eeat that be aent downt 

Yea, air. I ' ll be glad to, Mr. 8eoretarr. 

Vill you tell him I call ed up ll)'taltt 

I will do it, and tell him you called per­
sonally. 

Yae. 

And he did the very beet he oould, eir. 

Wall, thank you ao muoh. 

Yea, air, Mr. Baoretary. 
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11111 CbawlceJ: The Seoret&I'J 

hu the oalJ oopJ ot Ill'. Gable 1 e ... 
chart. 
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FIJjlf C DiG 

Present: Kr. Bell 
Kr. Gable 

Fe'bruaq 18) 1~ 
lla.O a.a. 

(Firat part o! 81etiDg not reported.) 

H.K.JR: I haYe !raa now until quarter o! twelYe. 
I om 1 t argue with JOU about that now, 'but I will 8081 
tt.e later iD the da, 'beoauee I don't agree with JOU• 

KR. GAMBLE : That w ehould han a prolliDeut JUDt 

H.K.JR: I don ' t care whether he ia praainent, 
but I think that - .. 11, I miibt aa well Just atop at 
that . I look at thia thing tnia wa,. I will be ••r.r 
frank . 

I thiuk that Kr. Bell - either Kr. Bell or I could 
do this job, but Kr. Bell aud I should not 'be tied dowu 
on &DJ one thing. I .. au that .. han 10 UDJ irona 
in the !ire. We haYe to haYe tt.e to thiuk. 

)(R, G.AKBLE: I agree with that, that one IWI should 
do it, Kr. S.cretaq. ll,y plan calla !or that. 

B.ll. JR1 llbe re 1e there one 11&11 in the orgm ir;ation, 
in the Treuuq, now, who oau do itt 

II& GA11Bl11 It 1e all a part of thle plan. Thh 
plan pieo ... al la no good. I would like to etart--

H.K.JRs. I thought JOU were arguing against it. 

KR. G.MI.BLI: Ro~ I aa arguing againet going outside 
and bringing in a UD tor thh. I lalow 7011 han to han 
a man. It JOU don't do it toda,, JOU are going to haTe 
to do it two aonth• !rom now. 
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H.Jt.JR: You are jutt arguiDc whether we should 
take h1a fi'Oa tbe preaent Ol'g&Diaatloa or go outaidet 

MR. GAMBLE: Right. 
' 

H.M.JR: But ;you said there lhould be a aaa-­

MR. GJIUILE: I han a IUD . 

H.Jf.JR: Fl'Oa rq atudpoiDt , who the au is or 
where he co•• fi'Oa la unillporlut. 

MR. BELL: Tea, aa long a• ;you cu get the right 
one. 

MR. GAMBLE: That il •liT IJrefaced rq Nll&rkl u 
I did. I think ;you han ao .. " uu ;you wut to 
hold. The person ;you put in charf' of thi1 job 1• 
the one who can hold the moat of hoee Yaluea for ;you. 

I made a chart . I made it rqeelf, so it is not 
ae pi'Ofea•ional as the ones ;you haYe been looking at. 
I didn' t want it to get out of rq banda. (Chart handed 
to the Secretar;y.) 

I atarted by setting up a war finuce co.aittee, 
which Mr. Bell would head, and it would inYolYe people 
who repre1ent a~ae factor that ie iDditpentable to ;you 
in thil pi'Ograa. 

I dropped down to what I think - and I aight •'1 
in thie connection that the reason I aa talking to ;you 
alone about it is because our people don't agree with 
that. Mr. GraYee does not agree with thi1, and he doe• 
not like an;y plan that is built on personalities, which 
I do belieYe ln. I think we should take our whole 
organisations - and ;you can talk about coordination 
forayer, and we aren't going to fet an;ywhere until we 
get one o~aniaation. It baa go to be one. Coordination 
is just going to bring about future problema, so I would 
put the whole thing under the Federal Reael"t'e b&Dka . 
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I would make this eo-called Viotor,r Fuad operation 
a special banking - a special driYel oo.aitt•e, ae a 
part of the ~ar Savings organisation. 

I would have a planning board OYer here (indicating) 
to plan Juet thoee driYea, headed b7 Mr. Buttiugton. 

I would oou down through rq Federal Buene bankJ 
for mf whole ~ar Bond operation, whether it be 
spechJ. dri "'' .. or E Bond ~&lee. Put the whole thing 
under hia in the SeYenth Federal Reaene Diatrict, or 
anrwhere, and I would put the state• following that 
dietriot . · 

I would tr,r to break awa;y froa the Federal Baael'ft 
eplita eo ;you oould. put the whole ~tate of Pelllllf..l.vania, 
for inatanoe, ~er one aan. I think that ia juet a 
detail that c~ be worked out. One aan woula take Ohio 
and giYe up Pe1111s;ylYania, tor instance, ao that ;your 
Federal Reserve presidents would haYe, on the average, 
four States. It does not work out that wa;y, but rou 
would have thoae people beading up ;your operation. 
That ia, the;y would have the supenieion of all the 
States within their area. 

MR. BELL: This h not entirel;y di.f!erent froa the 
exeoutiYe oa..ittee idea that the ~cretarJ had, except 
that fOU elialnate the one man • . 

MR. G.AliBLE: Bot only that, but ;you eli.Ja.inate the 
one organisation. You 11e, ;you are Just going to patch 
up 10aething, and two aonths later it is going to break 
out ~gain. 

Firat it was the F and G Bonda. The F and G Bond 
thing waa juat to build up the aorale of these people . 
I don't orltioiae thea for their complaints they made, 
but--

H.W. JR1 lho\' 
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KR. GAMBLE : The Yioto17 Fund people. £Dd if it bad 

not been the Viotoey liund, it would ha'fe been us. 

H.M.JR: The deoi1ion I made OD F and G waa - theJ 
were ,_rfectl7 happJ about it in the field. TheJ weren't 
happJ here. It worked out all ri~Bt • 

. MR. GAMBU: : It worked out all right. Firat it wa1 
the F and G Bondi; and then it wa1 the Deoeaber drhe 
that the7 didn't want; then it i1 10.. aotivitf ot our1 
which h going on at the tiM theJ are conducting their 
dri n. 

If JOU are ner going to get the uxiaua good out 
of JOUr field force• JOU are going to have to put thea 
together on 1oae baai1. ~hen JOU put thea together, 
aolll8one has t o gin wa7 and ao11111body baa to take. 

I have tried t o take care of the banks bJ putti ng 
them in as supervisors of the w~ole operation. 

H.K. JR: You have them under the forty-eight States . 
Can you ~et them somehow under the twelve ? 

MR. G.MlBLE : Yea, but I put in the State linea be­
cauae there is a aalea value to it. ~e are not distri ­
buting autoaobilea. Bell's bella, in thia Thomas report 
the7 set it up on the distribution of heavy manufacturing 
equipunt . 

We want competition between States. We want the 
Cit7 of Chicago to want to naae a oruiaer. ie want 
neeybod7 in the co~it7 i nteruted. We want the 
governor• intereeted. We want to decentralize. In 
fact , I would like to aee us get down to counties and 
start talking about autonomoua unite in1tead of States. 

MR. BELL: That il 'llhat the Tboau report did, and 
it aeeaed to have value. You get JOur countie1 oa.pet­
ing on a Fede_ral Ruerve dietrlct baaie. 

MH. G.AWBEL : But a countJ in Idaho coapeting with a 
countJ in Southern California, that does not wori. 

Regraded Unclassified



36 

- 6 -

H.K.JR: Take, for illatuaoe, Jn J••••7• 'lllhioh I 
happen to know. You c1on't think, tor illat&Doe, that 
you could •1.1 that troa Tl'l!lton aouth tbat oould go 
to Philadelphia, and northerD New JeraeJ - for inatanoe, 
Newark, which is part of the •tropolitan area - would 
go to New York? 

MR. GAMBLE : Yea, JOU could. 

H.:Y.JR: As Sproul said, what JOU will han h a 
State adainistrator t or i ar Bond• and a deput7State 
adainiatrator. Let's ••1 the deput7 would be ill Rewark 
and the State adainistrator would be down in Trenton 
where he ia now. 

KR. GAWBLE : Or vice versa. 

H.M.JR: Wouldn't that be po1aible when JOU have 
a thing like Newark, which ia eo cloae to New York? 

MR. G.ut:BLE: Yea. 

MR. BELL: What woUld JOU do with New Jerse7? 

KR. G.AliBLE: The7 could deoide with ua on the :it ate 
line. I like the State linea, but it ia not vital . It 
can be split it JOU want to do it. 

But I think 7ou ·wou1d eliainate a lot ot objection• 
to this onoe JOU said to the Federal H.aerve bank preai­
dentl, "Look, thi• i1 going t o be JOUr reaponaibilit7. 
You sit down and atart--

H.K. JR: But the7 didn't want to face these fellows. 
Tbe7 wanted ae t o aa7 which Statea went which wa7. Tber 
didn 't want to go up against the State administrators, 
and be unpopular ill the f ield. 

KR. BELL: Tbe7 didn't think it could be done with­
out sou directions from Washington , and I think that 
is probabl7 right. 

• 
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H.K.JR: Sure, we woal4 b&Ye to 11t 4nD &DC1 get 
the .an in, &DCl in oae c1q we ooW.4 1ettJ.e thea• things. 

KR. G.AMBLI: I han the .an. 

H.K. JR: .lre they Meting now in the other rooa? 

KR. BELL: I think not. Hap Young &DCl the n:eoutin 
manager• are down with Buffington going oyer what the 
discuaaion hal been, but I don't think anybo4J e11e ia 
ueting. Harold M:f haYe hie groap in • 

• MR. GAKBLI: Be hal the ada1Diltratora iD there. 

H.W.JR: Toda7 ia onl7 Thur1day, ian't it? 

llR. GAKBU : Yes. 

MY idea ia that before the Treaaur,r ia eYer going 
to get an7 real good out of e•erythlnc it hal in the 
field, those at the local l eYel - the eo- called Victory 
Fund Committees - ha•e got to be part and paroel of one 
organbation. 

To put it another wa7, the two haYe got to be the 
aaae orowd. 

){R, BELL: hefltuallJ we haYe to do thh thing. 

llR. GJKBU: The longer ;rou dela7 it , the aore 
aerioua the problea will beoo .. beoauae the aore the7 
will build local the and the aore th17 will 1trengthen 
their own organisation. Therefore, the aore difficult 
it will beoQII to put the two together. 

When JOU want to IJJ it JOU will ring a bell and 
you will 1171 "I want eYer,rthing put behind thia opera­
tion , " That ia 'llhat I JUan, thl.t JOU will nner get it 
put behind it until you put theae people in the same 
famil7. It 1a just hllll&ll nature, and you can't hne 
two organisations, each paddling their own canoea in 
different direotiona. 

3( 
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I baYe tried to aet forth here •o .. thing that · 
takea oare of all of the people wbo haYe to be taken 
CaN Ofo 
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that (1Ddicat1Da) repre1ent1 a group - tor example, 
I th1Dk it h illportant that the wo .. n 111d the farMrl -
that uJ.tiuhl7 .. are going to han a big job tor thea 
to do, and I thlJik 1t 11 illportant that ther lit iD on 
thh. 

I thiolt it h illportant that Mr. Bell head up thil 
war finance oo.aittee blre, which ie the pol1cr-aak1Dg 
one. 

Then I think per1onlll7, that the best adalnie­
trator for thil kba of an operation (indlcatlng) that I 
han ner known 11 Harold Gra.u. I think he would be 
the number one am. 

I, haYe reduoed to wrlti~g something that.I belieYe 
in, and 1omethlng I belie•• will work and something I 
think we can sell tYIPfbOdJ. I think •• can sell eyer7one. 

You will haYt a little dlffioult7 - sure, somebod7 
will 11111t to Jmow what JOU are going to do with thh 
adalDi1trator and that executiYt aanager, but 70u are 
going to haYe that problea to deal with wheneYtr you 
get aowo to aotuallf aeetiDg this problea of coordination. 

&. Bill.t Bow bard would it be to put the \!far 
SaYings Staff on a Federal Rt1er.e ba1ie! 

D. IWIBLit I clon't think you would want to do it. 

B.ILJit Do what! 

& . BiLLt ht the l!.ar Suing• Staff on a bash 
of Federal Heeer.e dlatrict• like Tho.ae •ugge•ted, 
rather than a State baiil. 

D. GAIIBI.it It 7011 do that rou onrlook the great 
nuaber of .olunteer people. You oYerlook a great nuabtr 
of people that are helping thi1 prograa, like new1paper 
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publilhar•, radio station aanager1, and aotion picture 
operator•, who thiDk commuuitJ and State-wi1e, but not 
Federal lleaern . 

KR. BELL: Don't theJ think communitJ-wiae rather 
than state-wiae7 

KR. GAKBLE: You han a State pride. It haa taken 
two year• to set up a national organization on a State 
buh. Now--

MR. BELL: I aa not arguing for it. I aa juat 
aaking. 

KR. GJUBLE : I aa per!eotlJ wiHinf to aee that 
organisation adjuated to meet the S.cre ary'a problea. 
But I don't think you would want to aee - and I don't 
think the Federal Reserve bank president• would want 
to aee - i! JOU sat down and 1aid to them; "From now 
on JOU are not only going to have the problem o! 
supervieion, but JOU are part and parcel of the War 
Savinga 9rganization and JOU are going to supervise 
both" - eo that JOU will know when your .April drin 
ooaee along and JOur August and November, that you have 
got everyone in every community behind you in thie 
operation - I don't think, then, that they would want 
to break it down, Kr. Bell. 
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Their problea is today that they juat 1ee hal! o! 
it beoau1e they have onlJ been charged with the reeponei­
b111t7 o! ~~ o! it. But i! JOU oharfe thea with the 
re•ponsibilitJ o! acre of it, I think hey a.re going to 
start taking onr the problea. I think the7 are going to 
look at it a little di!!erentl7 b~oauae I think aost of 
thea realise there is a value in our organisation. 

You eolve your probleae here in the Treasury with 
JOUr war finance oo.aittee. 

B.ll.JR: Wei!, the iaportant thing ia, supposiag 
you did thi• on this drive, who would eell what7 

• • 

, 
• 
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)(R, GAWBLE: Theae people - a.J.l it ohugea 1a tbell' 
namea,and we would ~diatel7 put behind th .. ••err­
thing we can get our people to Clo. The7 would be toll 
that we are not going to be able to do all of thia an4 
get this organization working in ltl tiDal fora beton 
lpril, but that in the meantime we want •••PJthlng put 
behind ue in this April operation. 

Now, JOU settle it all right here becauae 70u 
h~n enqone there (indicating) and here 7ou hne 
all of your immadiate--

WR. BELL : You \'robabl7 don't aettle it unlna 
somebody make a a de cui on. You add thea all in at the 
last. Nothing haa bean settled, 

KR. GAMBlE : That ia bepauee each 11 atU.l tal.klng 
about their own aide of the road. Thia is on the 
anumption we all go d01111 the •- road. You knOlr 11ho 
makea the decision here. 

WR. BELL: ~~body has to make deoisiona. It ia 
the siDle in the other committee . Soubody had to han 
authoritJ to aake the decision after the7 heard full 
discusaion of it. It comes back to one man making the 
dechi on an7how. 

MR. G6KBLE: That ia right, JOU head up one group 
and Kr. Grana the other. He 11 the IUD that ia going 
to put it in aotion, and the dtciaion• are going to be 
ude in thia war finance co-ittee, The reaeon ;you 
want the decision• aade there ia because fOU haYe in­
volved in that ca.Bdttee all phaaea of your operation. 

H.K. JR: Let me atop now, and I will aee you later 
on during the da;y. That ie that for the minute. Jny­
•11• it ie a constructive suggestion. 

KR. BELLa lee, it i1. 
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H.W. JR: I just thought that I would ban a a.i.Dute 
or two with you gentl•en before I want aorou the ball. 

RaTe you gotten anywhere? 

WR. BOFJ:ING'l'ON: This aorning we etarted going 
through the plan which George Haaa euggeeted 1D hie 
m1111crandum. These three men, with Hap YoWJg, do' not 
feel that they can do the kind of a job that thtJ think 
is required in April bJ doing it without a general 
aolici tation. 

They don't think the pl an set out in that m•o­
randum will work practicall7. 

H.II.JR: lbich ••orancba? 

WR. BUFFIBGTON: In George Baae' ••orancba - the 
plan of reatricting the solicitation to the tour hundred 
thouaand nun. 

They haTe conaidertd the poesibilitJ of the 
coordinator wi thin each dhtriot. ThtJ don' t think 
that is practical. 

They think the question rinallJ resolTea itaelt 
into their baTing the opportunitJ or right for a general 
solicitation tor the aonth of April, with the Jar SaTinge 
Statt directing ita efforts during that period to PIT-roll 
'lnings • 
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·IoCR. BELL: And' with u I underatood it, the 
privilege of calling on ihe lar Sa'finga Staff for help 
ln the drive. 

llR. lm'FINGTON: That· h .riabt. Tiloae not engaged 
in the p1f-roll eaTing• would help th .. in general 
soli oita ti on. 

H.W.JR: Who is herll!lllllliaea Hap Young? 

KR. BELL: Hap Young ia the onlJ other preaident 
here . 
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IoCR, BUFFINGT<It: Patton, Fl11k, Younc, Hall, Hobba, 
George Hau, Lindow, aDd I aet thia aorlli• tint. Then 
Dan •• with ua for a fn ainut11. 

H.K.JR: 'l'hia ia llbat I thoupt of dOing, Dan. I 
thought I would tell Hap Young, and JOUr aan - what il 
hh DUll? 

KR. lm'FINGTON: llhillb one? 

H.li. JR: The Victoey Fund aanager. 

WR. BIFPINGTOif: Francia Patton. 

• B.K. JR: lho ia the State adaiDiatrator? • 
KR. GIUY!S: Collina. 

B.K.JR: llhat I thought I would do h thia. We 
don't .... to be gett!Dg aDJWhere here at the top, in 
Waahinfton. I thought l would tell Young and Patton 
and Co line to lit aoa tor.ther, the thr11 of th•, and 
then tell th .. what I ftJI • 

Then when the7 are readJ I would like to see th .. 
without - alone. I aeu, with JOU (Bell) and without 
7011 (Grana) and w1 thout 7t111 ( aJrtincton). 

I wculd do the aaae with Clenlancl. I would tell 
the11 fellow• what I want aDd 111 whether the thrll of 
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thea in that territorJ couldn't get together and work 
out a plan for that district. 

WR. BELL: Are JOur aen here fr011 Ohio and fr0111 
Now York? 

MR. GRAVES: Yea. 

MR. BELL: The7 would be paired ott juat right 
except that the preaideata would not be here. 

B.W.JR: But the other two could aeet, and then 
I wi ll meet with th• b7 diltrich. 

WR. GRAVES: Ieber ahould be in with Hap Young 
and Collina. 

WR. BpL: He iln't here .• 

KR. GRAVES: Yea, he 11. 
. ' . 
, B.ll. JR: l: will aimpl.f tell the I want tha to 

ruolTe th•llll"na into roupa and tell tha what I 
want, Then it the7 thin th17 han 101111thing - when 
th17 han a a .. thing the7 can caae and aee Bell and me. 

I a not getting aJif"here at the top here in 
Wuhin,ton, untortuna tel7. So let •• aee it ther 
can't get ·,6gether on the ca.aunit7 leYel . 

Do 7011 take 11J.1 otfen11 to that? 

IIR. (llAVIS: lfo, air, 

H. ll;J1h Do 7011'l 

WR. lm'FIN<mll: Ro, · 

H.ll.JR: I • not laflng to 7011 that theJ should 
not apeak to JOU in their oC11aidvat1011a, but when 
the7 00111 in here I •nt to aee tha a 1 a dbtrict . 

What do JOU think, Bellt 

-
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MR. BELL: I think "that i~ all right. 

B.K. JR: There ee•• to be friction around here 
which I wae not cognizant ot. 

' It ie like the F and G'e. It I bad stared around 
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here I would have thought that I wae committing hari-kariJ 
then I go out to St. Louie and Kaneae Cit7, and everr­
thing i 1 lov~l7. 

So I juat want to aek ~ I aean, I don't want to 
i~: eaaeth1ng Which fOU ~ght take o!tenee to or object 

MR • .IIJFFilfG'!ON: No, we want the ruult. 

B.M. JR: Do fOU think that 11 all right? 

· llR. B!LL: Yea, !r1111 rq angle. These (Grana and 
But!ington) are the bore involved, I think it ie a 

. good aunution. . 

B.K.JR: I told tha to look th81Reelvu in a r01111, 
!iguratinlJ ~peaking, and nothing hal happened. Now, 
let'• trr it thta war. 

llR. BILL: It il a ...Uer group. Ka7be a1111ething 
will happen. 

B.ll • .JR: Then I will aeet with a eaaller group. 
KaTbe Cleveland or ••Tbe Chicago can work out aaaething. 
lllaTbe thq have a pattern. 

Mow Gable c•• through w1 th ecaething Which •• 
belptul in the field, I take it he hal told 7ou. 

llR. GRAVIS: In a verr general WIT• 

B.K. JR: · I think I will trr it thie ••1· I have 
got to put theee !ellowe to work. Th17 are eitting 
around and not cl.oing &DJthing, aren't thef? 
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llR. llJFFINGTON: The7 are doing a lot of talking. 
TbeJ han been diecuasing it enr Iince the7 Ollie in 
this morning. 

MR. BELL: The7 have not been together . The7 · 
have been dieoueeing it all morning. 

H.W. JR: The thing ie graduall7 taking a plan in 
my mind. 

Let's go in there • 

• 
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H.li.JR: We nave asked JOU gentlemen to come here to 
help us aolve a problem which for the moment seema difficult, 
but I am sure solvable. It is this, that in the next 
drive which we are going to haTe, where we are going to 
have to raiae aaaewhere from thirteen billion dollar a ur· 
Kr. Bell and I are desiroua that ever,body who is aasoc ated 
with the Tl'eaeur, - that has aDJthing to do with selling 
a war stamp or a bond - put hie back to the wheel and help 
ua. · 

Naw, as far as Washington is concerned, while we 
haven't done it yet on paper, I don't think we will have 
any trouble here. Yr • . Bell and I are the bosses, and we 
haven ' t had aDJ trouble in beingTecogni~ed in our capacit7. 
~hat I am anxious for ia to get in each State and in each 
county the combined for ces working together for selling 
Treasury securities . 

We haTe made some auggeationa, but we haven' t aade 
much headway. The time ia paaeing, and we haTe to get 

• 
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· over this organization phase and get down to business. 
We asked you people in thinking that after all it is 
in the territory that thia thing has to work, not here 
in Washington. 

If we could get you together here, rather than 
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have you go around from one district to another, •hich 
you won't have time to do, we might be able to work it 
out with you. ihat ·I would like to suggest ie thie1 
We have invited the presidents of the Federal Reserve 
for New York and Philadelphia. TheJ are not here yet, 
but they will be here Saturday and Sunda7.· If you think 
well of this suggestion, for lnetance, to have Kr. Young, 
who is president of the Federal Reserve Bank in the 
Chicago District and who repreeenta ae there, both as 
fiscal agent and as my rerreaentative on VictorJ Fund, 
to sit down with 1lr. Coll ns, our State chainu.n for 
Illinois, and ID1 other State chai~en in his diatrict, 
Mr. Isbe7, and 1lr. Patton, Who ia a&ainiatrator for the 
Federal Reserve - I am juat using that aa an example. 
I would like you people to get together, and ha"w-a the 
thing duplicated in each ~rritory where there are 
opposite numbers, so to speak, with thia in viewa It 
has taken ua since 1935 to work up this thing, first 
With Savings Bonde, and then we started just about two 
years ago to work up this War Savinga thing on a State 
basis. 

! · think we have a frand organization in War Savings 
Bonde. The7 are enthus aatic. The majority of the people 
are volunteers and they have don'a, against the aost 
unfavo~abla publicity possible, an ablest unbelievable 
job of getting twent7-five or thirty million ~aople on 
the pay-roll allotaent plan. · rt is the hardest kind of 
selling to do, because lt is the greatest number of 
people and it is in ~R~ll units, but they have done it 
against constant unfavorable pressure, mostly here from 
W~ahington - unfortunatelJ from same of my associates 
who wojk for Kr. Roosevelt - but, notwithstanding that 
they have dona it. It is a ~o thing, and I think 

• it would be the haicht of atupidit7 to overlook it or 
to throw it awaJ. 
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The Viotor7 Fund people in Dec1111ber did an excep­
tionallf good Job. The7 sold the people in the upper 
bracket& close to thirteen bill!on dollars, and the7 
did it ~ith aalemaen giving their time. It is one of 
the greatest aucceeses, I suppos•, aD7 compaDf has ever 
seen. The7 are dealing with a special class of people, 
and a special class of corporations. I was ver, careful 
at the ttme to point out to th1111 that I did not want 
them to go down into- for a better word ·- the masses. 
I limited the bonds to five hundred dollars, and so forth, 
and so on. 

In many ca.munities they are not organized at all, 
and it would be very difficult f~r them to get organized, 
because there are no aecuri t7 salem. en in a lot of these 
places • . I mean, to use the extr1111e Ulllllpll, the Statu 
of Idaho and Nevada are ver, difficult to cover, but 70u 
might perfectl7 well in almoat ever7 count7 in Nevada or 
Idaho have a War Savings man. 

. The Red Cross, I supposei is organized in ever7 
communit7. They have been ab e to do ·it but they have 
one organization. It is the only organization in the 
country that contacts me every year. 

Now,. taking New York, which I know a little bit 
better geographicall7 - I don't want to for thia drive, 
say, divide New Jersey in half and lose the identity of 
the State. On the other hand, Newark is in the metro­
politan area, and Trenton belongs to Philadelphia. We 
have a good organization in the State of New Jersey. 

I don't know ju1t how it can be worked out, but it 
oertainlf C&D 1 t be insurmountable. It is one-thousandth 
as 1impla a1 aoving s1veral hundred thouaand troops over 
a period of a aonth and getting t.hem all through Gibralter 
at the seme holll'. Now if · the 1m7 and lia'7 can work out 
a logistics probl• like that, we oertainl7 ought to be 
able to work out a aiaple problllll. 

We are all hqDan; we all have the aame interest; we 
all want to sell Government securities; we all live in 
the same country; and we are all friends. · 
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llR. BELL: We are all worklng !or the TreuUJ'7. 

B.W.JR: ill working !or· the Trea1Ul'71 whether it 
ia New York, Chicafo, or Philadelphia . I! you. ait down, 
with eve1'7body rea izing what the objective ia - and 
that ia that !or this drive we all put our shoulders to 
the wheel and put this thing over. 

AI I aay in down- state Illinois you (Young) •ay 

fer!ectly well aay, •I haven't any securities aileaaan 
n ten counties. Collins, will you take those ten countie1 

oft eJ banda? I don't want to go in - I haven't the time.• 

Northern Michigan may never have aeen a security 
aaleaaan; I don ' t know. There 11 money up in •th• 
tbar hilll• around aau o! the copper mines whare th!ly 
are working, and there aight not have b~en a aecuritJ 
aalesaan tlie;e since 1929. I am Just using these aa 
examplea. 

I may be wrong, but Elmira, New York, may not have 
one, and, on the other hand, they may. But if you aaid, 
•The lower counties o! New York State are covered by War 
Savings; !or heaven ' s aake, take ~t , and we won't attempt 
to taEe it , Those countiea are yours. We just can't go 
in there , The securities buaineaa baa died out . • 

I am using feneral statements. There may be a swell 
little firm in B nghamton or Elmira1 and they may have an 
active ealesaan; but'-~n the other nand, they may not . 
You ai2bt just say, --. can handla Buffalo, but when it 
comea to that lower territory in New York State, you, 
the War Saving• Stat!, can go in there exclusively.• 

Frank Knox had lunch with me today, and he was telling 
me about the drive he ia putting on for a battleship - hia 

raper - forty mil lion dollars; Atlanta, thirty-five mil-
l on dollars, or thirty- aeven, to replace the Jtlanta. 
Thou kinde of thinga ar e all good. They are all helpful, . 
and we don ' t want to diacard tham. We don't want the 
War Saving• people to loae heart, becau11 they ahouldn' t. 
They have done too gopd a Job, I want the Victol'1 Fund 
people on there, too , 

• 
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• I sm looking to tht twelve prttidentt of the Federal 
Reaene Banke 11 ~ coordinatore in tht Dhtric.t. .lfttr 
all, you art our beat cuataatr. I want to look to you 
as a coordinator, and not aa chair-an of tht Victor,r Fund. 
I .. looking to 70U (Young) aa tht Trtaaury fitcal agtnt 
in Chicago. You art aT aan aa far at thit gott . lou 
are reprtltnting Btll and 1111 in (;hiotgo. I atan, 70U han 
all of these thinga. lou are not Victory Fund; 70u art · 
not Federal RtttrTt; you are not War Savinge; you art 
there for the Treasury, which capacity ia agreeable to 
the Federal Resent Board here and to Kr. Eccles, as you 
know. We thraabed that all out. 

I have a perfect ri~t, and it is perfectly proper 
for me to ask 7ou, or 1n1 of the other ptorl•, tQ represent 
me on this thing. Chicago may be easy, Ch cago m&f bt 
difficult I don't know. But, it aeaaa to me with tbi t 
time running fast against us that with your people here -
and if you want to stnd for any more, get tham on the 
train tonight - if you want Indiana or any other place -
I would like you to sit down and see whether you can't 
work it OQt in your dietrict and come in with a plan . 

Now, I am goin~ to ask New York and Cleveland to 
do the same, I don t know whether everybody here in the 
roaa would fall into the group of New York, Cleveland, or 
Chicago - would they? 

lffi. BELL: Yea. 

B.Y.JR: Then, when any one of these groups are 
ready, Kr. Bell and I are going to see you alone. We are 
not gotn~ to allow either Buffington or Graves to come in. 
I asked them if they would take any offense at that, and 
they said, •No• - both of them. They said it was perfectly 
all right, · 

The r taaon I aa doing that ia because both of tbaa 
are eo loyal to their or ganizations that they both want to 
keep their or~nizations going. That is why I like them, 
and that is w I had them on the job, I mean, each fellow 
thinks it is b a crowd and his bunch and be bee to fifbt 
for them, which is rightL and that ia the kind of f el owa 
I like to have around. HUt, when you come to putting -
if you want t~ call it a shot-gun marriage - 7ou have got to have a sheriff, I am going to be the aherlff. (Laughter) 
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We will l eave the papaa out, beoauae the7 are top pre­
judiced in favor of their favorite child. I think that 
Is a pretty good example at that. (Laughter) Each of 
these operations is the apple of their eJe, and the7 
have lived with it and for it, and eaoh of th,. have 
done a swell job. Tbe7 are doing what I would expect 
them to do, what I would do for the Treaaur, opposite 
another department. 

So, if you men would be willing t o take that on and 
divide up into districts, aa soon aa JOU are ready Bell 
and I will be ready to sea JOU. What would you llke to 
add? . . 

MR. BELL: I think you have covered it ver7 well. 

H.Y. JR: Young, you are the onlf fiscal agent here. 
What do ;you t hink? 

WR. YOUNG: It will be all right. I can see Mr. 
Isbey and Mr. Collins. 

MR. BELL: ~r. Fleek ia here for Cleveland. 

H.M. JR: Who elae? 

KR. BELL: Your man from Pennsylvania ien't here, ia 
he, Harold? 

KR. GRAVES: I can have him tomorrow. 

H.W. JR: Who is here from New York? 

MR. BELL: Williams won't be her e until Saturda;y. 

H.M. JR: Do you New York fellows want somebody else 
down? 

MR. HALL: When did ;you say that Mr. Sproul was 
coming down? 

H.M. JR: Saturdq. 
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)o!R, HALL: What clld JOU contemplate, Mr. Secreta17, 
that I do, r•ain here and meet with hila when he caaea, 
go back to New York and meet with him there, or howt 

B.W.JR: You had better atar here. If rou want 
Fridar in New York and will be back SaturdaJ aorning, 
it ia all right with me. 
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llR. PATTERSON: I wae thinkinf of thia, Mr. Secreta17, 
taking the thought of Parr, Ball, hat aafbe we could 
trot 'back to work - etart work tcaorrow and ccae back 
Saturdaf. 

llR. !W.L: That waa 1111 t hought . 

B.K.JR: Look, it is up to rou. 

MR. PATTERSON: If that meets with rour approYal-­

H.M. JR: Any war you want to work is all right with 
me, • 

If you are coming back Saturday, rou had better 
have some other State than New York. Let' a have New 
Jersey down . 

J.IR . BELL: New Jersey and Pennsylvania are coming 
down with 11 Willi&llla. I think I had better call .U 
thia afternoon and tell him what you told this group. 
Harold ehould tell the administrator• of PennaylYaDla 
and New JeraeJ the l&llle thing. 

WR. GRAVES: What do J OU want to do with t he acain­
iatrator of Nn Jer1e7, haYe hime coae here or go to 
New York? 

H.K. JR: Have hia here Saturda7 aorninl.• 

llR. GRAVES: 'l'he bulk of hi• buain111 il in Nn York. 

KR. PA'l'TERSC!h Could these other a meet with Mr: 
Hall and me i n Nn York tcmorrow? 
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H.ll. JR: Ani wa7 that JOU want. 

)(R, P.lTTERSCfi: Toa want Ul to expedite thia. 

H.M.JR: I want to get a couple more State aa.in-
ietratora in fram War Bondi. 
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llR. GRAVES: Get llanning to go to work and han our 
DelaWire people and Penna7lvania people meet here on 
Saturda7. 

H.ll. JR: Should we bring in Riobaond? It ia ao 
close. 

llR. GRAVES: I can han 'a¥ people eaailf enough. 

llR. BELL: We could get th• . 

H.ll. JR: It would make another d11trict. . . 

llR. BELL: We can do that nr7 eaai17. 

H.ll.JR: J!ight I auggeet that 11hen this ia onr
1 Buffington - JOU decide with Graves what other distr1ct1 

JOU Wlnt to bring in. 

llR. BFLL: J.et' a han Philadelphia and Ricbaond. 

llR. FLEEK: llr. Secretar,r, the Fourth District · 
pruident, llr. nmng, i a in Florida and will not be 
hame until next week. We want to do 11hatever JOU want 
us to do. 

H.ll. JR: We knew that. 

llR. FLEEK: Did JOU want to have llr. Einstein? 

H.M.JR: I wanted JOU here on account of Jour 
activit'¥ in originall7 helping ae to aet thia thing up . 

WR. llOORE: Ill'. Secreta1'7, do JOU want ua of 
Cleveland to work with llr. Fleek, rather than llr. 
Fleming? 
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H.W.JR· Well, we discus1ed tha~ and we decided 
that since ~laming was ill there wae no Ult bringing 
hiz in. But, it that district needs eaaebodf else--

. MR. BELL: You mean mother State? We might talk 
about that, but I should think ma,rbe fOU two gentlaen 
oould diecuse the matter, and then we could call Mr. 
Fleming on the telephone tither Frida7 afternoon or 
Saturda7 and diecuu it with him. 

H.M.JR: Ie eneybod7 willing to han a try at 
t hia? 

(J!firaatiTe reepon1e.) 

54 

H.M. JR: You stay here and 111 what other on•• they 
want. 

MR. BELL: Yes, eir. 
• H.M. JR: Ma7be 10u can ' t do an7thing with Fleming 

away. 

MR. BELL: I think we can. 

H.M.JR: I think 1ou want more than just Ohio . 

MR. FLEEK: Western Penns7lTania and eastern Kentuckf. 

H.M. JR: In Tiew of what I am suggesting, 70u ma1 
want to bring in a !ew other people. 

As I 1a7, as 1oon as the first one hatches out, let 
me know. Get eaae maps, and when I see you I would like 
to han fOUr maps and di1trich and what you are going to 
do. Write down whether or nqt 70u art going to meld the 
¥eople, haTe eTerrbody sell al1 etcuritiee, or is Victor7 
und going to eel one group and War Bonde another. I 

mean, I would like to get a compl•t• plan, 70u 1ee. 

I don't think- no one i1 arguing about pay-roll deduc­
tion, but are 70u going to Ult 7our (Patterlon'e) group? Art 
these fine waaen that 70u baTt ln the booth• in _New York 
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going to 1ell eTerything, the whole basket, ao to apeakt 

MR. PATTERSON : They would like to. 

H.M. JR: I mean, JOU haTe thou1and1 of waaen there 
doing a ewell job. When JOU came in, I would like to 
have it ae near ••wed up aa poaaible. 

I think there is enough good wil~ in the people 
10 that before JOU go back home again we can haTe a 
plan . We haTe got to, gentl .. en, becau1e we haTe to get 
started, I~ isn't as thou2b I were trying to .. algaaate 
the Treasury with a Chancellor of the Exchequer in 
England. I mean, we are all in the 1aae country, in the 
1ame Department. 

MR. ISBEY: This ia purel7 for April, Mr. Secretarf? 

H.M.JR: No. We have got to get together. I mean, 
I maJ not be able to go aa far a1 I would like to in 

' .lpril but I ' think what we do in April ought to be a 
atep ln the r ight direction 10 we don ' t have to take 
two etepe backwarda. We here feel that certainly in 
Washington it ahould be one place, one man, one bose-, 
end that should be duplicated in each dietricj, 

Unfortunately the Federal Reaer.e ie not on State 
linea, but I don't think that is inaunaountable. I 
don 't want to giTe up my fine State war Bond ors-nizationa 
end their enthusium. · 

MR. P.lTTE~~ON: I don't quite understand the job of 
the coordinator, Mr. SecretarJ. 

H.M.JR: You don't understand the job? 

MR. PATTERSON: Not quite, no air. 

H.M.JR: The WIJ I aee it he ia going to represent 
the Secretary of the Treasury. He will be somebody under 
the Secretar7 of the Treasury who I give 1111 authorlt7 to, 
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and he will be the Treaaurr representati ve and the boas 
for eo •&D1 States, let's say' for tour St•tea or fiYe 
Statee , He will ba the boas . 

MR. PATTERSON: In other worde, in New York State, 
where I am the chail'IUJI, on polioymuet I go to llr, 
Sproul? 

H.lo!. JR: There will be a national policy laid doa. 

MR. PATTERSON: P'rca Waehingtonf 

H.li. JR: I mean, it will be laid down !rca 11aehinltton, 
and then it 11!.11 be turned our to lil', Sproul , It will 
be up to llr. Sproul to eu in tour or fin States, whatanr 
it ia, that the thing h carried out , -

• MR. PATTERSON: In other worde, h he in charge of 
operations tram now on - I mean, llr. Sproul? 

H.IC,JR: .I don't know. I uked Sproul - and he can 
tell fOU for himself - he doesn't want to do it this .,,. 

What we did in Farm· Credit - we had the eaae sort 
of thing, and we had four di fferent lending agencies. I 
appointed twelve repreeentat iYea of the Governaent in 
Farm Credtt, gaYe th .. full authorit7 to ~k i n the 
fort7-eight States, and we called tb .. - t did we 
call tha? 

MR. BELL: General agents. 

H.K.JR: .And the7 had full publioit7 legal, account­
ing - ever,thing - and the7 were reaponeible for theee 
four lending agenciee as general agent• of the .Governaent 
for Farm Credit , We looked up the book the other d&7, 
and it is etill that way. 

liR. PAmRSON: I han juet one final quution, Kr. 
Secretaey. · 

H.JC. JR: liind 7ou, I talked to Sproul, and be doeen't 
like it this 'll&f. I han got to han aamebodf, and it h 
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too much frc:a W1 1f)Ungton to trJ to contact fortJ-eipt 
State adainiatratora or three thouaand ooantiea, aDd 
eo forth, and 10 on, ao aaaebodJ .haa to be the boaa. 

Now, the Fedaral ReaerTI preaidenta are fiacal 
aganta of the TreaaurJ, and at auch theJ are direotlr 
reaponaible to me. TheJ haYI all the contact• with the 
banta . W8 need the banlta; we nud what the banka can 
do for ua, I 111 not IIJing that thh h final, but thia 
1e a augg11tion I aa aakinf, and I a •phaailing the 
fact that Spr oul doean't 1 ke it, . 

llR; BELL: You are aaldng th• to -fet together on 
a plan of coordination and cooperation n each of the 
dietrich, and the;r are to work out -- · · 

MR. GAMBlE : Even it it aeana a aerging of the two? 

H.W. JR: Yea. I am not Blfing that the Federal 
Reaerve agent haa to be the repreaentative, put it ia 
the beat augfeation I have ha~. I 111 alkinf ;rou to 
come back, made that 1uggeation to Sprou and 
Williama, and neither of thea liked it . 

MR. PATTERSON: Henceforth, Kr. Secretar;r, if that 
were to go throudl, thin I would no longer contact Kr, 
Grana, Mr. Guable; and Kr, Cope, but contact Kr. Hall 
or Kr. Sproul. 

H.ll.JR: You would go through the freaaul'J coordinator, 
whoner he h'l · 

KR. P!TttRSOlf: In 'fll1 dhtrict it it Ulan Sproul. 
In other worcta, IYII'Jthing I do would be with hi a appronU 
In other words, he is a, ~011 fraa now on? 

llR. BELL: If thia auggeltion--

KR. PATTERSON: I mean if it go11 through, that 
aaa1111ption •- · 

H.M. JR: You people maJ caae back and aaJ, "'lorgenthau, • 
I am ju1t throwing out a augge1tion; thia ia the beet I have. 
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Now I am not telling fOU thh 1a the plan; I • 
eayinf thie ie the - I aa telling fOU - in other worda, 
Sprou , nor Williams, of Philadelphia! like it. But I 
still eq that I haven't found an7th ng batter. Scat­
body has to represent ue. Wt haTe to diTi dt the oountr,r 
up, and eomebodf on the apot haa to decide, 

ILR. P.ATTERSO!~: I agree with ;you that fOU han to 
hen a bose . 

H.K. JR: To answer 7our queation - if I were writing 
the ticket toda7 and Sproul wae the State adainiatrator, , 
there would be an executiTt oa.aittea there; ~d it fOU 
wanted eaaething, he would be the bon on praaotion and 
adTertieing, and eo forth, and eo on. 

MR. PATTERSON: Mr. Seoretar,r, fOU au1t bear in 
mind that he had better reeign what he 11 doing now if 
he 1e going to take thh over. Be oan't do the job • 
and accept the reapon•~bilit;r. He can't do it in New York 
State unleee he resigns aa preaident of the Federal ReatrTt 
Be.nk. 

H.Y. JR: Well, thoae are the kinde of diecu•eione 
fOU fellow• can haTe together. You oan came in and say, 
.All right1 he can't do it.• That ia O.I. , but then ;you 

haTe to coae back and sa7 who oan do it. 

MR. PATTERSON: Perr7 Hall oan do it , 

HJl.JR: But, Dick, all I aa •aTinf to JOU gentlt~~en 
todq is please fat together in the die riot and came in 
with a oon1truct Te suggestion. That i• all I am ••ring. 
I don ' t think there is anybodf in thia r oam who agreea . 
but what for this driTe and subsequently we have to get 
together . 

, lffi. PATTERSON: .All right I am gaae but I bate to 
lose the beet bose I haTe had !n a long t!me, This fellow 
here, Grave•• I want t hat on the record. 

H.M.JR: He is still here. 
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IIR. P.l~: !11, but I .. through· with b.ia if 
thi• bu•ineaa goea througb. 

R.ll. JR: Onl7 that he would be adTldng with •• and 
with Bell on what we ahould do •• to War BoDda. then 
the thing would flow frdl here to the T&rioul diatriota, 
and 1ou would not be in direct oontaot w1 th b.ia 1D7 aore 
than the ~ffalo branch of the Federal Reltl'Tt calla up 1 
Mr. Eeclea to find out what the7 ehould do. The countr7 
1a too big. 

IIR. COLLINS: Kr. Secretar7, after we do bring in 
theae plana fraa the varioue dietrieta, out of all of the 
plana are JOU going to qnohronhe th• and get th• 
through one plan which will gonrn the countl7'l . 

H.K.JR: '!'hat 1a rigbt, we will pick the be1t ~·· 

IIR. COLLINS: Would there be a poaaibilit7 of ••ring 
we will ban the Faderal Reaene au bill t one plan 111d the 
Victor7 ~und another and the Jar SaTing• another plant 

H.ll.JR: Don't came to aee me on that baaia. (Laughter) 
No, I baTt bad that, and I am full of it. 

lhat I want i• a Chicar Diatrict plan or a Philadelphia 
District plan. !he7 a17 no be at all alike, but talk 
about it, and then we will take the beat of each and get a 
plan. BUt I have to get going next week, and 70u fellowa 
have to get to work. No, I have plent7 of those • 

• In all aincerit7 theae fellowa wouldn't be worth 
their aalt if tht7 dian't think that their organisation 
wa1 the beat dantd organisation that there was. That 
ia the kind of .a fellow we have around here. 

IIR. ISSIY: I agree with you on that. 

IIR. P.lTTIRSOR: I agree with 70u provided the 
preaident of the Federal ReaerTe Dlatrlct reaiJD•• and on 
no other baaia - unltaa 70u requeat me. That ~• aomething 
4ifferent. (Laugbter) 
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h.K. JR: You remind ae of when I firet went up to · 
.l}.blll)' in the Conaena.tion Department . I took Judge 
RoeeiiDian around the pa.riD and I aaid, •saa I juet can • t 
do tbie. I won't do thtw; it ia abaolut~i1 wrong.• 

He looked at me and aaid, "HenrJ, when fOU are in 
politioa never eaf fOU can' t do a01thingl beoauee fOU 
never know when JOU ma7 have to.• (Laugnter) 

So let'• have a tr,; and juat ae eoon aa the firat 
gang ia readf, let me know. .ln7bodf can talk to ~boq 
elee. It ie one great big happf famil7, I hope. (Laugbter) 

I am available at an7 tiae. 
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Mre. 7-.nklla D, Aooewrelt 
IJ 8ar World !o1ecr-a, I, T, 

lly dear lire. Booowrolt -

22 ... t 29 llrMt 
lw Tort: Cl\7 

hlt. '· 1,_, 

65 

I .,. wrtunc rorardJac the taziac of the pneloae ot oU.r~ 
echool \oeoMre, !bon per-• baeo I&J'Illd their pneloaa lluf.. 
low who their lplll of Ute 11 ltat & ••rr fiW 7'1&re • ~olr I&J'Illac 
powere put - t~., upeolallJ aeld t.belr a&ll peuioae - 1101\ ..,.. 

lD too'blo M&l\ll - u a llfo of teacll1ac ll ...nac. 

lD rq ova o&n I • 65 Jl&ro old - ot\er In ,. .... , of t-h!ac -
1a poor heal~ - IIDiac had a nrloa of operaUoae - rq l&laz7 wa 
••17 1111&11 4w'lac ... , of rq toenbtac O&l'llr - &114 oo ~are aro 
111&11 ea•lace. l7 pno1oD ll lt&ro~ eaoacb for rq el~la a .. u. 

AliA oow 11 large proJ>OrUOD 11 belnc dai.Jioted for tuat1011, 

.t.at1olpaUq thh - I ban IIPJillod tor eaplo111oat at moot of 
tho teaoh1q acoaolee aDd the ge..oral acoao111 - to lto told \bat 
I • too oU, 

ha1 
\ H falr \o e:o;pect 110111 u.-pUon 111 the oa111 of retired 

t-Mn oeer 65 ,_,old, 

t • 9ft)' .... latoroetld 111 \llo war effort , My oa17 bro\llor 
weo ttlleot ta antaa 1a \be WorU Yv, 

Toare o1Doorol7, 

I. I•/ I . o. P. 

(Ioabo1 0, Po11eo- - .aat ~or ~bl1oat1oa) 
' 

I 
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718 Jackson Place, N. W. • Wuhinqton, D. C. 

February 18 , 1943 

The Secretary of the Treaeury 
The Treaaury Department 
Washington, D. C. 

Dear Mr. Secretary: 

I have Just received your letter of February 10, 
and the Treasury Department certificate for d1atin­
guiehed services in the War Savinge Program rendered by 
the CIO , for which I express grateful acknowledgment. 

It ia a source of satisfaction for our organiza­
tion to cooperate with t he Treasury and the Government 
in these and all other matters affecting the suoceaatul 
prosecution or the war. 

yours, 

66 
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68 
AMERICAN F [0[RA liON OF lABOR ------...._...._. ... -.... 

... . ........... .. .-.-.. a. 
_ _,_..., ...._. ... ..,_, ........... --c. .... 

o..-" ...... ~w. ---. ....... .......... .. .. ..... ~-.-....... --~---~ ...... 
-~ ...... ._,. .... .. ,.. ..._"-............... .. .. ftW.............,I_ .. ._. ......................... ._ 
.... o-.. ............... ...... cw.. -.--............. .... ~---...... -~ .... ---. -~ ..... .. .-. 
_..,.... ..... . .. .............. 0 0 -.-c---. .... ~'*'' .... 
...,~ .... ~~ . ..._. ............. ---~ 

..._~...._............ • ............ --. .. 1' • ...... ..__.,._,,,...1 ,.... ...... _,__._ . ........ 
-~ .......... ............ t-. ................ ~o.o. 

,.,..,..,..~ w,o...,_. 
~ .. .,. .... ~......_, ...... ,.....loo&, 

""""'-~'-· g I:B, 
February 18, 1943 

Honorable Henry Morgenthau, Jr. 
Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

My dear Mr. Secretary: 

I am profoundly grateful to you for the citation 
which you sent me expressive of the appreciation of the 
United States for the service and cooperation ot the 
American Federation of Labor in the War Savings Program. 
You honor the American Federation of Labor ,very greatly 
through the tine tribute you pay it. ~ 

It has ever been the purpoee of t he American 
Federation of Labor to give to you, as Secretaey of the 
Treasury and to those aeeooiated with you in the 
development of the War Savings Program, a full and 
complete measure ot support. Please rely upon ue to 
oontlnue giving to you the generous and wholehearted 
support of the American Federation of Labor. We will 
gladly respond to any call you may make tor service and 
help. 

Pr e!<l.ent, 
American Federation of Labor 

de 
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TREASURY DEPARTMENT 

INTER OFYIC& COMMUNICATION 

DA"n Feb • 24, l9i&J 

11r . Horace :.~rte .I~ J.. 
GUbert E. ov " n -/ P 

Here ie another letter, a coq)anion to the one receiTed 
tro11 llr . llurrq. 

You u:t be aware that llr. llouclltelin& 1e cont.e..,latin& 
a cere111>ey at which Secret&l')' lllorpnthau will preeent these -arda 
in a 111>re formal ...,.,er. Perhapa a rtlp:Q' and aclcnawledplent can 
await such action on the part of llr. llo\llhtelJ.ni. 

Enclosure 
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II n•lr• 
(.llpli) B. ....,_..., Jr . 
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Pho to !1le 1n Diary 

File t o Thompson 
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•• ......, ll. lMI. 

Dear .......... l .. tl 

I • IMlealac a naeeW ..,q te tile 

letter te ,... ktel r• PJ '• r... .__ 
z ... I. t slJ et h' "· 

De aJ.te ..... 

• 

rat~. 

- I) B. .... , .. ' .. h . , .. , a 

Del. 'by Neae.Brown ~:27 

Photo file 1n Diary 

File in Gaston ' a office 
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_. 4111' loaator ,_,u, 
I aa 11"7 tllat I uw aot W u oarllor · 

tlwlll to repq to rov lottiJ' ot ··~ a! 1a 
whlok rou •aae•t tko a,.lat.at of 1 ...... 101111 .. 
of Brl4pYlllo, 1a plaoe of J .. e L tatolua, ao 
Colleotor of Iatonal ....... la Dtlaare. 

h dw of tlla priii\U'e tllat 11 ... - tM 
Bvu• of Iatonal ....._. ..a all of tlla 101looton' 
offl111 u tlla lllroh 16 ~t 4ato a,...aoboel I 
lk01&14 llko to lefor tor a u .. ooulwatloa or .., 
·~ la tlla DtlaWU'I 4htrlet. 

llDoeroq, 

....... ~. J-. I. ,...11, 
laLW ltatoe leaato. 
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• THE WHITE HOUSE 

WMHINOTON 

a.- 174 

February 16, 194J 

ME:dORANDVIol FOR 

H. J,l . Jr . 

For preparation of reply 

for my s ignature. 

F . D. R. 

·() Enclosures 
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TO: Secretkr, Korgenthau 
FRCih Kr. Gaaton 

Februar1 17, 1943. 

There ia attached a replJ for four aignature 
to the Pl'eaident'a .. aorandua of Februar7 16 and 
a auggeeted draft of replJ for the Pl'eaident • a aig­
nature to s•nator Tunnell. 

The ireaent incumbent, Latchua, took office 
on JulJ 1, 938, on the recommendation of Senator 
Hughee, Tunnell's predeceaaor. Guf Helvering tella 
me that he ie onlJ a paaaable collector but that he 
would oertainlJ not want to aee &nf change made at 
thia time and only later if there ia a proapect of 
getting a aubatantiall7 better man. 

ittacluaenta. 

71 

Regraded Unclassified



78 
TREASURY DEPARTMENT 

INTER OP'I'ICI: COMMUNICATION 

DAft 

TO Secretary Morgenthau February 18, 1943 

~o~ Frances McOathran 

CONTROVERSIAL ISSUES BEFORE CONGRESS • 

Salary Ceiling - In hie letter to Rep. Daughton made public 
yesterday, President Roosevelt sai d that "the deeire to 
limit personal profits during wartime is no new thought", 
and that while his executive order attempted to "correct 
the inequity to the extent of the power granted• him (and 
its legality was passed upon by the Attorney General, the 
President added), Congress could now "make the limitation 
adequate by extending it to the coupon clipper as well as 
the man who earns the salary". If, however, Congr &ee would 
levy a special war super-tax on all income exceeding 
$25,000 fo r a single per son and $50, 000 for a married 
couple, regardless of source of income (incl uding tax-
exempt securiti es ), it would "substantially accomplish" 
hi s purpose and consequently he would "immediately rescind" 
his sal ary limitation order. But if Congress does not 
pass such a tax, the President hoped that it would "not 
rescind the limitation and permit the existence of inequities 
that seriously affect the morale of soldiers and sailors, 
farmers and workers, imper iling efforts to stabilize 
prices, and ther eby i mpairing the eff ective prosecution of 
the war." This i s the second time President Roosevelt has 
urged the House Ways and Means Committee not to tack 
amendments on to the Debt Limitation Bill which, as he said, 
are "not related to the subject". Rep. McCormack, House 
majority leader, said afterwards that if Congress doesn 1 t 
like the President's methods, it should accomplish his 
ObJective of preventing "a lot of blood millionaires as 
after the l ast wa.r" in another way. Although Congressional 
momentum to nullify the President's Salary Order pr obably 
was s lowed as a result of hie appeal , leader s pr edicted that 
t he Disney amendment wil l oass the House easily. In a meeting 
today of the House Ways and Means Committee, some members 
s~id a move wi l l be made to reconsider the action, but others 
d1scounted the possibility. 

War Loan Deposit Exemption Bill - The Senate Banking and 
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Currency Committee voted yesterday to report favorably on 
the Wagner Bill which would exempt for the duration banks 
from paying the FDIC assessment on War Loan Deposits, re­
sulting from the sale of securities by the Treasury to 
the banks. Earlier the Committee bad heard both Chairman 
Eccles and Crowley testify in favor of the bill. Eccles 
said passage of the bill would help the Treasury carry out 
its heavy l pril financing, by making it easier for the 
banks to participate in the handling of war loan deposits. 
He also added that he thought the United States was doing 
a "very bad" JOb of f inancing the war in comparison with 
other countr ies and claimed this country is doing more 
"borrowing through banks instead of directly from the peopl 
t han other countries" . He suggested that the inflation 
gap of $40,000,000,000 between purchasing power and available 
goods be taken up through additional taxation and war bond 
purchases. 

R.A.C.C. Hearings - General consensus of opinion. expressed 
in testimony before the Byrd Committee by banking and farm 
representatives yesterday, was decidedly against govern­
ment f arm loans and the proposed revival of the Regional 
.Agricultural Credit Corporation. "It won't do the farmers 
any good to lend them more than they can pay back." sa:id 
Albert Goes, the Grange head, and A. L. M. Wiggins, Vice 
Pres ident of the Bankers Ass'n., added that the new program 
under the RACC "will produce confusion, if not havoc. i n 
t he production credit field". Senator George also claimed 
that the Agriculture Department ' s new $225,000, 000 farm 
l ending program "will torpedo the efforts nf the Treasury 
to finance the war program through the sale of war bonds 
i n country banks, and added that since "we are now facing 
the greatest financing operations in the nation's history 
... .... .. anything that will weaken the credit structure 
will weaken the whole Treasury financing pr ogram". 

Independent Offices Appropriation Bill - After much de­
bate. the House passed yesterday a $2 , &1&,972,913 
Appropriation Bill for Independent Agencies, . after trimming 
funds for the Budget Bureau, the Home Loan Bank, and the 
Federa l Works Agency. Restoration of funds of the National 
Resources Planning Board, which was expected to be a major 
issue. was ruled out on the grounds that the House could 
not consider appropriations for an agency created by Execu­
tive order only. Elimination of funds for the FCC was 
narrowly avoided by Speaker Rayburn's plea that this is 
the only agency having control over the air. · 
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otl!l. Ho. M> --
ln!oi'IUtlon ree•ived up t.o 7 A..U., l8t.h febnaary, 

HOM!. I:A'I'tJ!S . l.7lb/18th, One ot R.N. O.otroyero l4llk ono of 7 !:­

hoato opeN.tin£ orr t.ou:srorr. 

MiOITl!RJWlt.AN . One of H.U. ~ .A. Shipe prtvioualy reported toroodoed 

(OPTOL 34) capalttd in BOUGI• Harbour on 13th, . 
~. J!lLirARX 

!VNISI.. lsi .lr:ly. On l6tb ono.., att..cUcl u.s. pooHi..., in areoa 

>1~1 .OOZID..S&II'LA uoin£ ' 0-60 t<>mw. Contu.od fi&hUnc continued oll clay. 

o. ~. infantry torco no loolateci oort.b or SID! DOOZID and nt.bclrw lornns t.bo 

ujor .-rt or 1t.e transport. Anot.hor force 1aolat«< 5 lilll•• oout.b:aaet. of SlOt 

liOOZID hold ita poa1t1011 duri.nj; day •-Dd no oUU holoina out on mornin. of l7t.b • . 
llur1.ng l6t.b/l7t.b ••- att.ocked and ,><net.nltod Allle<t pooiUona t.broo llliloa east 

or S&li'LA rr.,. whioh U. S. troops voro ordered to wit.bdrow, AirCiold ot S&I1'LA 

Ma boan evoc~t.ed . On 17th c U.s . holdinG fonJo aovor•d evltcua.t.ion of t HaLlP'l'£ 

olrf!cld (PI!:RLWA). In order to confoi'ID to tho oituMion in the oout.b U. S, 811d 

Yrench forcoa 1n OUSSU.tiA area &rtJ "lt.hdrturing t.o 6 OM.in of hlllB about ton mile.s 

coo t or IIAXfAP.. Ouring 4at few days U. s. loSioa in IMka hovo boon h<mvy . 

t.ios ue HportAd heavy and conslderablu n1.21bor ot IUM and vf.Abtclea h.:lve bei!n lost. 

oight.b "-· Patrolo now astride 8.11 GiJUWt"--I<J!..IIIM<. noed 17 .Uoo 

~ett or S~'i CA.hDA!t£. 

) , AI!! OP@fiWJ~ 

l iSFr.R.• fW!!C. l6t.b/l7tb. About 985 tons of boolbo were droppod on 

I.ORI.:IT, lnh. .llllrll llnd other adJacent w r goto boolbtd by tiva l'cllingtons . Six 

loeo1110tlvea da!Matd by fleht.ora in Nort.hem PnANC~. 7 onOQy aJ.rcrntt. cuuood s~e 
d~mago to proport.y on aout.h tmd east. coasts. 

17th/18th. Aircrott wero deapo.tohod - •ee tlining 12, Mti-shipping 

'• IJJHR 2 . Ona -u &hip des t r oyed, one ,n"Obobly deotrotod. 

Illl!!SIA. l5t.b/l6th. YeJ.lingtono droppec! .o•ar :10 tons bocbo on 

BlUM.: <loeko. 15 Bialoya oU.aekod N.r. neu ](JRQUAJt, l6t.b. OWl aplace:>ento 

at SID! r<xiZID auccouCUUy attaeked by 6 0.3. Bootono (A. :10) . 

~. 16t.b/17tb. Airfield Haraklion boolbed by 5 Liborators (5. 21.). 
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1W 'llt.tjj!IS. l7tb/18tb. ODe ot H.M. O..t.ro,..-. Milk """ ot 7 £­

boo to operil Ung ott I.OtiESI'OrT. 

Mi:DIIEiR!!AHM!!. Ono ot B.ll. • ·"· Sbipe PHYiO<&O)¥ nported toJ,podoo>d 

(O~fil. )4) oopoilod in BOOGI.; Harbour 4ll Utb. 

2. MJLI1AJ\X 

f!I/!ISib· lllt Anl1· On l6tb •1111 oUaoUcl u.s. polit1011o in oroo 

swr !.OOZ!D...SMII'IJ. ua1na '~ t.Mlto. eo..ru.oc~ ttahUnc cc:~~tinuod •11 <~&y. 

U.S. iotant.ry torco fte ioolate<~ nortb ot SID! IIODUD and t<iU.S.... l""Yl.J>g tbo 

MJor port ot tt.o t...,..-e, Anotbor torco ioolllted 5 .u .. IOOUtbOOBt ot SID! 

SOUZID Mld ito pooittOD during 4&1 ODd ... ot1ll hol<lina out .., oomin, ot 17tb • 
• 

llurin;l l6t.h/l7tb ••- ottocUcl &Dd (lODOI.ratod AJ.liotl pooitiono ehroo .Uoo out 

of SBw'I'LA tro. which u.s. trcope ......., ordorod to wHhdrow. Airfield at SBaTIJ. 

hlo boon ovaoll$ted, On 17th c u.s. holding torco covered OYOouation or fiiZLEPfE 

airt1old (FI!lUANA). In ordor to cooton. to tho oHIVltion in the south u.s. and 

Fronch !orc01 in OUSS<l.'liA .,.... aru ntb<lrowing to & OMin ot hUla about ten mileo 

e&ot ot IIAJCfAR. llw'ing lut tew <~&yo u.s. looo .. 1n IMlto have bHo hoaory. 

ties an l'lport.td hM.vy and oonaiden.ble znabor ot C\llll a.ncS v<lh.tcle• ba.Ye ~ 

Eit!>tb Ano7. Patrclll """ aatrldo lUI CWUWI~.JIDI' l1ood 17 ailoo 

-t ot D:Ji GAF\IWIE. 

J , !.IR oewnoo 
I ijSfr.&; lllQ!!f, 16tb/17tb. About 985 t.ene ot booob<o woro drop,oec!·lllii 

lOR!illt. 17th. .:liiDai and other o.dJocent torsota boabocl by tho l'ollinatona . Six 

loc-ti••• dOUCod 1>;r ttgbtoro in llortharn PilANCi:. 7 OIIOIIY oircrott cauood .... 

<14m>go eo Prcport;r on oouth on<l OOBt -•to. 
l7tl>/l8tb. Airoratt ..... clnpo.tohod - oea lllinina 12, nntt-ohipptDc 

4, f.Ul!R 2. Ono ....u ohip doot.rom, ..,. .....,l>obl;t dootrotod. 

tii!!ISI6, l5tl>/16th. Wolllact..,. dropped ,OYer 20 tODo boabo Oil 

8IZ£R" docko. lS Bloloyo att.ackod II. f. noor Jt..IJI)OAM. 16th. Cun •,..Ia-to 
at SID! !XXIZID ouecoooMl, &tt.ackod by 6 0 • .'1. Boet.ono (A, 20), 

~· l6tl>/17tb. Airtlold H•raltli<m boal>od by 5 Liborotoro (!!. U.). 
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..... -
Following 1a auppl-t.ary roauao of opera~~ *"'t. ciiiering 

tho .,orlod llt.h - 18t.h february, 194J. -

1. NAVAk ! "' ~ 
-. ~ ~ 

HOM! WATERS. On lOth oventnc r.n &rMd r aldor or about 1,ooo t.ona 
woo oiC)>~Oil ott CALAIS otoerlng down channel ••n4 aubaoqaont-1¥ put beck into 
OOULOONZ. On 14th oft.emoon abo was locat~ 1tl DtniKIRK. LJ.ght. Naval forces tried 
urUIUCOOIIDrully to intercept and Aircraft made a.Ltaoke on hur Loth a t. EIOULOGtu: and 
OUliK!RX. 

M§QiftlUW{W. 5 on_, m.orch.Ant. ohtpa hav" ~n roport.ed sunk 
H.U. Sut:aarlne11 and 2 probably sunk in oddition to AO.ll ora.rt. Tra.ftic tro. 
"' nJNISLI dtoroued by about halt upon loot wook . 

Bellovod that. conaidorablo forco ot 0-boo•t.s,,i-
ln U.o oroa bot•- and !Cfl.AIID (0) lalt oo tar lltUo act!Yl>ty ,.. ..... ~. 
dovolopod . U-boata •c•ln appeared In tho ca,. ....... Dur!na •••k tod1n& 17th 
attach on U-boat.c •dll b7 a:ircratt aM U by aurtace craft. 6 or those attacks 
aro conatdol'*l pr<Jm.tnc, L or thea boln& t1 8U.l"faoo eratt.. 

SHIP@G CASIJAL1'l.:S. Only : aUpe ""ra reported to llavo been tor­
podo.d durin& tho •••k lJtb to l9t.h . A Brit.ieh ohlp wr.o aunl< s.w. ot CAPo .IQI~IS' 
a U.S. thlp • •• au:nk $o)Uth ot PORI r:LI1.A.8e.'i'H and a Dutch tanker wno t.ott*foed 1n 
tM llt.OU3R!Wt£AM , but. was bo&chOO end later renOt\t.od. 2 Brit.leh ahipa, ono a 
t4nkcr, havo boon ropor~ ovorduo in t.hit country. 

l'rado irnporto in convoy lnt.o Unitod JCin(tdon woek ~nc!ing l)th . 
)U ,OOO t.ono lncludins 89, 600 oil. Atto.r exa&1no.t1on or fill Frr..nch cont.rollod 
sh!pplnc ln Uort.h And 1;oat Afrieo.n porta agroemont hao boun roaohad as to t.hose 
,_h1ch l hi!IU bo cMrt.oNd to Allied C. in c. 1\nd thoeo opor(ltod by J1r oncl\ for t-heir 
African ooonomio roquiroments. 9 French lin~ra to~llins 96,000 tona and· l72 ,000 
t.ona of CArco oh1pp1ng wW b~ chartered and 198,000 t.ond of' amallO)r ships (UJ'\Y 
r•JilQr t.od at. t)roaont uneM"ortJ:ty) rlll roa.ain undor control or r r u.nch outhoritioa. 
rr meh &hl!)l only •W ca.int.:uo sorviees b.ltwoon tfort.h and ''oat African por ts. 

:". UIL1tl51 

.l!m.IilA· Ae r.:-sult. of Go~Z'T::IIln attack et.art.ed dam l.4Ul ow- lino 
.. onl"' llc.h ...., Uorlc billa north and not or eus&tl.rLI to SBilll to ><hlch our 
torco-.:s had Wit.bdrawn to con.folll, t..."wmcc a.lonc h.i&h (I"'W''d nort.blr••t. of raUtray 
.. B ... t;L;\ .. F!JUA.NA. Slneo w1t.hd.ra'"'ll furt.hcr to billa on "''- d do OUSS.?;l,;fU va.lloy 

tronc Br-U.llh VDOUNd a.nd tnt&ntry forcc.a have bcun cou.th t.o bold north 
ot SB::If'LA and foi'D &."l roc.sorva whlle Alwricana 

Gcra&n 
intantcy and l Itolian l».ttlo aroup. 

£1shth Amy. Adv:.nce ,.·eotmlrd aoo•l•M\t.od whon aaueowa.y ovor 
:MI':hoo fACULtlllr aroa completod. One amouro<1 divielon nov1 l)MJaolng cn<t~ey int.o 
llARCTH poeit-1on Md 'lot dlvioion roovt.ng up from rRIPOI..t a roa who1•o rouindor 
-l&hth A~ conoontrat.od . Rooponlnj: l'RIPOLI port procoodtnn ll!Oat ootiofoctOrlly. 

fAR EASr. l!UIIliA. Position north of AXYAB oubotunMolly unchD.ngod. 
"ur t'urt.hor att.acko hlt.vo lillld<~ little progroea apJ.n1t Japaneoo dotencoa conshtil'lg 
r r Wtll cono6&lod WOIIiJOO pit.a 1n &'f'O&t d•pt.b. Uinor ~.~npto:aont.e bavo t.alc.oo plac~ 
orl.h of WYII'KYifiA and nort.h of lt/.l.t.4la0. · 

6Jk ort&n~s 

..... !"J.Sfe& l'fD't;. Da.7. Hlab lo.el at.t&ct b7 6S U.C. rortroasoa on 
• •· "AZAIP..c. doeU. R.A.F. at.t.ock.l on ehip~t:, power at.auona, -.r lnduat.rr e.nd 
nU~ C"OMUnlcat.tona. At. least 19 locc.ot.ivea cl&ucod. Zntllll loasoe 17 , 6, 9. 
0.~ , 16 :Uaot,.,. Hltht. OUt ot ~.09) oor<tea L4 boaboro aiut,.,. 2 heaVJ at.­
=~ on LORicllr •b4."' about :":,122 ton:; or bocbo dtoP:*i. R..e\llt.a • ..,ry oueces5tul, 

• town •irt.u&Uy dnu~t.ed, water ,.+orka doatroyod, co.runlcat.ions nnd power 
auppll ea oorlouoJ.r &!toctod. Ot.hor s~tacko on COLOGol&, IUUlt Md lf!Lli.!:IJISHAVEII 
twtco. ~)5 ooa atnoo l • id. 
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Folloorinc la auppl..,ant&ry ,...,... ot operat~ 'lifmta cc>Yoring 
tho .,ortod Ut.h - 18t.h Pobruory , 194). -

1. l!t.W. 
~ \,If )o. 

~ ~ fij 
HOM? WAf!:RS . On lOti\ evcninc 1111 ..,od raidor of about 1 , ooo tono 

wo.c 11&ht.td off CALAIS otcering down channal ' nd ou-o.eqaont:J.y put. beck into 
ooOLOCNl. On 14th afternoon ehe W&tl located in OUUKIRK. L.lnht. Naval forces tried 
unauccout'ully to intorcept. and ai.Nra..tt &ado o.ttcLoka on hor both at BOULOON£ and 
OUIIKIRX. 

M4)IfEBl3AHEAN. 5 enezny morchant. ohlpa havu boen roport.ed 8\m.k 
H.U. Sutnarineo and 2 probably sunk in o.dtiition t.o siiiClll. cro.rt, Tra ffic fl'OQ 
to IVNISIA docrouod by about halt upon le.at wook. 

Bellovod that. conatdorablo toreo ot U-boo•ta . ...loa 
In t.no eros and IC!l.AliD (C) but 10 tar 1Htlo acttrity baiN;,~. 
d"o1oped. U-boata ac.oln appo&rad In t.ho C&;>o .,..... Dur!nc ""k ...tiJ>g 17t.h 
a~t.acll::a on u .. boet.c Mdol bt aJ..rcra.tt and U tr1 eu:rtace cre.tt.. 6 ot those at.U.cU 
are conatdered proal81ng, I. of tbeo being l 1 IIW'taeo crett.. 

SHIPPING CASUALfl<S. Only :· l~ipa wcra roportod to bavo been tor­
podoid durin& tho • ••k l)t.h to 19tb. A Bri•ilh ahlp wu a\11\k s.w. or CAPa 
a U.S. chlp waa aunk 5-Juth of POtd liLlUBt.'tH and a Dutob t.aru.er na t.or;»idoed in 

th.l Ut.0Ul:RRAII£A.'i, but W"&a bcttchcd end l&t«Jr rerloat.od. 2 Brlt.lah ahipe, ono a 
tanker. ho.vo boen reported overdue in t.hia c o\11lt.r,v. 

rr•do impor ts in convoy into UnHod KingdOM wo~ w-~cUn,o l )tb. 
) U,OOO t.ono incl uding 89,600 oil. After cxaainatlon of &1.1 Fr-c,nch controlled 
eh.lpplng ln tlortb and 1:oat AfricM por te agl"OOfiiOnt. hae botm. l'cwtchoc.l aa to those 
~1Hch aha ll bo chartorJd toJJ.liod c. in c. Md thoao oporat.t.d by Pronch ror their 
Afr1c11n economic r oquiromenta. 9 P'Nnch l in..trs tot.t\lline 96 ,000 t on!) and· l72,000 
t.ona of ca.rco ohlpplng ..-Ul ~ ehart.orod snd 198,000 t.ona of amolJ.I)r chips (UJ\Y 
r-.~rt.od at. .»"t sont. unaeowort.hy) cill rooain under control of rrvneh o.utboritica. 
Fr rnoh chLpe only •ill a&int.nln acl'Vicea bJtw-oon North and lfoa t. Af'rlcan port.s. 

'· U! L!TARX 

i'UNISIA. Aa r:-sult. ot G~ran at.t.ack atarc.td d*"n lAtb our line 
••ontnc Lath ran alone hUla nonh and wut or oossa.ru to SBIBA to obicb our 
toreoa had dt.hdra"" to conrona, t..~ec ..lone ht&h Jround northtr•at. of nlllw.y 
EB-l;'U-F.lll!AHA. S lnco nthdr!l•n turlbcr to hilla on ..... oldo OGSS.lLTU valley 
' lronc B:rH lah &rDOU .. Nd and. lnti.tlt.r-J fore(ls hava bt\1'!\ :outh to bold north 
or SBWrt.A and t or= a..-. reserve wbllo Allorlct.rus 

oporat.iona 
CrcMJpe ot <l• l'lii<UI lntantry and l Italian lletUo llt'OIIP· 

ElihU) Amy. Advnnce •ee tfttd aoooloM tod 111\on caueowa.y ovo·r 
:111r oheo fACULUit•r sroa complotod, On<t al't\Ourod d1via1on not~ p.resoing enomy into 
! :.AR.."'TH poa1t1on and Slat. di.vi:Jion IQOvlng up from fRIPOLI arOA whoro rou.indor 
... l ght.h Aray Cotloent.rat.od. Reoponing l"RIPOLI port. procoodtna moat. eat1ofact:orily. 

l'hR wr. BUJ?JU.. Poai t.ion nort.h or AKYAB eubtt.w\t.ially unchangod. 
"'ur t'urthor att.ocka ha.v• ud,., U tt.lc progroaa agn.inat Japen•ao do!oncos conelot.ing 
( r • ell cono .. lod weai)On ptt.a in groat depc.h. Uinor t~nrqomont.a havo t.ak.an place 
o<~.h or IIYII'Ill'lllA and nor'h or lW.i!IQ'O. · 

1."• !'mt;Jtl! m;. Dray. Hlib lH-.1 att.ack b] 6S o.c. rort.roaso.a on 
· •• ·•AZAIP..r. docta. R.!.F .. a. t.tae:u on shlJJJ»J.n.r. poqr at.at.10M , war indust.ry and 
raUl0\7 ._icationa. At lout 19 1.._tivoa _,ad. r.n..._, loaaoa 17, 6, 9. 

01.&1"11 , l6 ala•lnc· lf4.ht.. Ou t. o1 2 ,093 30rt.1ea 44 bo.bon aJa•inc· 2 heawy at..­
la.C~• on LORJilJr • h«'l about. :',122 t..c:1n.:. of bocbc drop;>ect. Realillt.a •~rJ oucceasM, 
1:b.J 

0 
t.o.n Yil't.U&U.7 dnu'-"tod, wat.ar •orts doat.royod , eocaounle:at.Jotl.l and po~re.r 

suprli•a eorl®.aly &l'foc t.ed , OUter st.t.aeU on OOLOCiiiL, "l.l.A.H &nd l'ILH.ZLMSHAV&'i 
twtco. 23, 111 ainoa la ld . 

Regraded Unclassified



- 2 -

l!!JSSJA, llO!I<Il'S Area. Suoeaaat'ul Rueeian at tacka on airficl da noar 
KRAMAFORSKAYA and GORLOVKA . 

CAUCASUS . Russians appear still to bo concentrating their 1111\in 
activity on this front wher e weather has been good. Attacks wer e made on nirfielda 
at SLA VYANSKAYA and T!MOSIIEVSKAYA and also KEROHY and BAGEI!OVO in the CRDIF.A . 
Ruosian Air force also ~pported their bridgehead near NOVROSSISK by incoseant 
attacko on Gorman pos1t1&1s. Increased bombinc by Germane l'<!por t<>d between KURSK 
end OREL wboro aomo reinforcement aeetu to have taken place, probably from the 
MOSCOS/SUOLENSK sector where air activity haa been quiot. 

IIAIIBIJRG. JOtb/Jlst January. Conaiderabl.o damage in dock.& to un.•PI'.Llll!~ 
alon&aide shipyards and oil tanka •. Interruption electricity supply. 

atation hit. 
DUSSflLDOI!f. 27th/28th January. Opora housa burnt out, IO!Lin railwo.y 

WILHELMSHAVal. lltb/12th Fobruary. Blind bombing attack - see OPTE:L 
No . 50. Ammunition depot of naval docks complotoly destroyed , a r ea of 150 aoroa 
eomplotoly devastated and explosion affected Doutsohe Werke , other workshops end 
oil tank&. 

TURIN . 4th/5th February. ·Photographs confirm fresh clsmage. Notably 
Fiat Aero Engino ~orks, Fiat Steel Works , 4 other unidentified factories, one of 
which still burning next dsy, several commercial and residential buildings damaged, 
roed viaduct over railway broken. 

Bt.RLIN. Reports on 2 night raida stato Brosig Rhein motal works hit, 
Te=phhof hangar destroyed, Ope11 ropair d3pot and goods station badly dsmagod, 
power atat1on l!eot Berlin hit resulting in failure Doao hours . Daylight raid 30th 
January caused po.nio in streets. 

5. HOI4£ Sb'X:URITY 

Extensive clsmago Swansea General Hospital by U.X.B. after "vacuation. 
Estimated civilinn casualties week onding 17th. Killod 113, 3ariously wounded 202. 
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FINANCING 

Present: Mr. Bell 
Mr. Youn~ 
lo!r. ColllDs 
llr. hbey 
Yr. Patton 
Yrs . Klotz 

Februa17 19, 1943 
10:10 a.a. 

),(Jt. YOUNG: We met last night, and t here waa sub­
stantial agree.ment on everything. 

This was our suggestion: That the War Savings 
organization continue and even intensify the pay- roll 
savings plan . 

Second, that the l•ar Savings shall have a direc­
tive issued by the Secretary of the Treasury to the 
State administrators, that they offer their staff and 
workers to the fiscal agent of the Treasury, the presi­
dent of the i'ederal Reserve of ~hicago; that as soon 
as this drive gets under way, they shall offer the 
services of all the eiloyeea other than those o.n the 
p~-roll plan for the ~o weeks before and during the 
drive . 

83 

We suggest that a national quota be established -
an over-all quota, rather than a quota for E Bonde and a 
quota for the others. They agreed to having just one 
quota so they could sell everything and there wouldn' t 
be any fights for this quota or that quota. Then also 
we suggest that the national advertising be correlated 
so that the objective is the quota - amount you want. 
They all agreea to that. I finally got hold of Mr. Collina 
thia morning. 

MR. BKLL: There is one thing you didn't tell the 
Secretary: That the directives from you .-ould go through 
the administrator in each ~tate rather than to--
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MR. YOUNG: Yes, we woQld map out the policy. 
The ~tate administrator of each ~tate and hie deputies 
would meet with Mr. Patton and myself and we would work 
out the policy and the working arrangement . And then 
the directives to their own workere WOQld be signed by 
them so there would not be any absorption or any feeling 
that they were losing out. 

We would know what they were doing and map out the 
polie,y . They would instruct their workere over their 
own signatures, as before, for the month of April. $o, 
to all intents and purposes they are just working with 
us and are still iasuing the orders, and so there 
wouldn't be any confusion . 

This morning I finally got hold of Mr. Collins. He 
said they had a meeting l ast night. 

H.M.JR: Who is "they"? 

Ill\. YOUNG: He meant all the liar Savi}lgs adminis­
trators. He said, "Well, that is all off. v.e decided 
as a unit that we are not goin~ to be for it." Those 
were the words be used. "'1\e w1ll go our way and you go 
your way, and the only thing that we are in favor of, 
of what we have heard, is the Haas plan about you calling 
on people of fifteen thousand and over and we taking the 
rest. We will go our way, but we will go to you if 
we have any differences of opinion. If we ~uarrel with 
the Victory Fund, you iron out the dispute . 

Cleveland apparently was - they copied Chicago's 
statement and apparently there was an agreement t here. 
Mr. Fleek called Mr. Fleming this morning and read it 
to him, and Fleming said that was all right wi th him. 

H.M. JR: What time bad you come to an agreement -
up to when? 

WR. YOONG: Yesterday afternoon - just our group, of 
course, the two administrators and Wr. Patton and myself. 
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H.M. JR: Who are the two? 

UR. YOUNG: Isbey from ~ichigan and Collins from 
Chicago . 

lffi. PATTON: It didn't take us fifteen minutes 
to come to an agreement with those two fell ows. The7 
were nry nice about it. 

85 

H.!.l. JR: Let me see if I understand this thing, 
because this looks pretty much like thil( i!rlic~ B~Hs chart). 

~. BELL: . Exactly like that, Wr. Secretarf, on!J 
on an informal basis rather than formalizing. 

H.M. JR: Let me see if I understand it. Y.hat you 
were saying was that I should get up a directive to 
you as fiscal agept--

Lffi. YOUNG: And to the State administrators telling 
them to report to me and offer the services of their 
staff and workers other than those employed on the pay­
rol! savings plan for the month of April. 

(Wr. Isbey entered the conference . ) 

H.~.JR: Let me see where we were . 
as you say - the understanding is that I 
directive to you as fiscal agent, not as 
Victor.y Fund. Is that right? 

I am to issue, 
am to issue a 
chairman of the 

llR. YOUNG: The f iscal agent and to the ::itate 
administrators. 

H. K. JR: Saying that I want the ~tate administra­
tors to cooperate with the fiscal agent, both before 
and during the dri ve, and make everything available 
that they have . 

WR. YOUNG: ~ith the exception of the paJ-ro11 
dhision • 

• 
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H.M. JR: Now, let'a juat aay, for a ainute, that 
that was done . Then what waa your idea? I mean, 
what use would you make of the people that the State 
administrator made avai lable? 

MR. YOUNG: For example, take Kr. Isbey'a State, 
the State of Michigan. Mr. I abey, the State adminia­
trator, Walter McLucas as chairman of the National 
Bank of Detroit, and the manager for t he Detroit area 
would get togethe r with Kr. Hoover and IIJielf and up 
out a policy as to the procedure and aa to methods. 

Then Mr. Isbey would go right ahead with hie 
workers and issue his own instructions, and they 
wouldn't come from me or l.!r . llcLucaa. They would 
come from Isbey. 

86 

He would work and we would know what he was doing, 
and we would keep him a~quainted wit h what we were doing. 
So there would j~st be a working out of this original 
plan informally between ua. 

H.M. JR: Would you atill keep your positi on aa 
chairman of the Victory Fund? 

KR. YOUNG: Yes. 

H.M.~: But you woul~ aJ.ao be ~ coordinator in 
your capac1 ty as fi sea! agent? 

MR. YOUNG: That is right: 

(Mr. Collins entered the conference . ) 

H.M.JR: Would you use thue people? Would you gin 
them everything to sell? 

KH. YOUNG: Yes, nerything - E, F, and G - whatever 
~• had - the entire basket , abort, medium, or long - what ­
ever you decided on . 
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H.M.JR: How would you - for inetanoe, take Chicago -
I mean , bow would you divide up ae between, let's say, 
people that Col lins had available - let ' s say he bad a 
lot of women available--

MR. YOUNG: We would work it out to the beat advan-
tage and he would issue th~ instruotiona. -

lilR. PATrON : The women are working for us, now. 

MR. YOUNG: We could have a working arrangement 
with a.U of our state administratora . !here would not 
be any trouble, and there would not be any so-cailed 
face-saving . 

They would be working as they always have, only 
they would be coordinated and he would discuss things 
every morning on policy. 

H.M.JR: You wouldn't need anything more than 
that from Washington? 

MR. YOUNG: That is an informal directive.to the 
State administrators asking them to go to the president 
of the tederal neserve bank and offer the services of 
their staff and their workers for this campaign in 
April, and making it ver,y definite that they should 
cooperate to the fullest extent, looking towards ob­
taining this quota, then leaving it to us. 

H.Y.JR: Do you mean a quota in your Federal 
Reserve district? · 

MR. YOUNG: The over-all quota, then a quota for 
our district, rather than a separate quota for each, 
and so forth . 

H.M.JR: But fifteen billion- so much of it is- ­

MK. YOUNG: Say a billion and a half for the Seventh 
District . Then we could decide with Mr. Isbey - he • 
has excellent ideas as t o what the quota should be for 
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~iobigan . We could have a aelf-iapoaed quota, and 
as far as the count1 organisation ls concerned, we 
could discuss that with him. If he baa a better chair­
man in some count1 than we have - we could work that 
out . It doesn't make an1 difference becauae the object 
is to sell the bonds for that drive. The7 would be 
eelling everrthing, and the over-al l quota is so the7 
won't have to strive for that individual quota on tha 
E Bonds . 

MR. PATTON: That would onl7 be for April, Mr. 
Secretacy. 

H.Y. JR: I understand. 

YR. YOUNG: Definite instructions would not han 
to be given . We could work that out between us . That 
was TIJ:f idea. 

H.M. JR: I understand that after supper 7ou bad 
a meeting and something else happened. 

lfJ!. OOLLINS: We diq discuss it somewhat . 

H.!.!. JR: Who did 7ou meet with, Ur. Co.Uins? 

MR. COLLINS: Ur. Isbe7 and Mr. · loloore . 

H.M.JR: Who is Mr. Moore? 

MR. COLLINS : He is from Ohio - and Mr. Trounatine , 
and we had dinner with Ur. Gamble and Mr. Graves and one 
other. But we just had di nner with them; we didn ' t 
discuss it except from the War Savings Staff point of 
view. But I don ' t think that bad an1 bearing on what 
our action would be, Mr. Secretacy. 

H.M. JR: ~here are 70u right now, at the moment? 

MR .. COLLINS: ~e are in disagreement and, I t hink, 
subject to another conference . 
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H.M.JR: Because I got word from Mr. Bell that he 
thought that you people were together. 

MR. BEU: That is, when I went home last night 
about half past six I understood you were pretty well 
in agreement . 
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MR. ISBEY: We discussed it, Mr. Secretary. There 
is no question about getting along~l right, but I don't 
think anybody here in Washington , or any State adminis­
trator, or any State chairman, can deliver his organiaa­
tion lock, stock, and barrel , like chattel goods, and 
I have got too many fine men in our organization that 
have worked for eighteen months. 

I · can' t say that I am going to take the retail 
~rogram of Michigan under lti'. \\ebber, who is putting 
1n three thousand dollars worth of newspaper ads a week, 
plus spending about sixty thousand dollars in cash of 
his !JlOney, and say, "Now you are going to do this . " 

Take all the rest of our organization - because 
they have been upset three or four ti~es in this picture 
wi th Victory Tax and a lot of other things. As you 
said yesterday, "Keep it going along f ighting . " 

I think that, as chairman , I have to consult - we 
want to make this goal. I don't say I failed in Michigan, 
and I am not going to accept that . 

H.M.JR: Who said you f ailed? 

li:R. ISBEY: Thh would look like we have f&iied. 

H.M. JR: Why? 

MR. ISBEY: Beoauee you can't t&ke a group for 
thirty days and euperi.pose somebody else's boss ; it 
would be better off to get out of the picture and let 
somebody else have it. We have sold all the ,£ Bonds 
that we have been asked t o sell and--

Regraded Unclassified



- 8 -

H.M. JR: That ' s no - now, don't tell me that kind 
of stuff like that , beoauet you people - if you want 
it straight, the War Savinge Staff hasn ' t once come 
up to what they said t hey would do - not once. 

MR. ISBEY: I have in )tiohigan. 
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H.M. JR: Not the War Savings Staff. I am Secretary 
of the Treasury - gawd damn it , they sit there and tell 
me thia bunk. I mean, what ia the uat o! kiddin~ me? 
Now, they haven' t once come up - I have had to a1t here 
and take it from Congress and take it from the press, 
that we haven't once made the quota. It is Henry 
Worgenthau, Jr. - it isn't you and it isn ' t this fellow, 
but when a thing misses, who gets it in "Time" magasint -
who gets it all t he t ime f I do. 

MR. ISBEY: That is right. I want to help you do 
this over-all job . 

H.M.~R: All right then, don ' t tell me - the War 
Savings Staff hasn ' t once come up to its promises -
not a single time . They told me they would have t wenty 
million. I am Secretary of the Treasury - I am not 
administrator for the State of Michigan - and there 
hasn't once - I don't know whether you have or whether 
you haven't - I haven' t examined the thing, but I 
haven't seen a single ~tate that has made ita quota. 

llR. ISBEY: We han. 'lie made aix percent more than 
our quota. 

H.M.JR: I would have to see it . Every mont h? 

I.IR. ISBEY: Every mont h. We have never taken a 
cut , Mr. Secretary. 

H.M.JR: All right , but the War Savings Staff for 
the United States hasn't once come up to its quota. Am 
I right, Bell? 

KR. B~LL: I think you are . 
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H.K.JR: ~bat is the uae of titting there - 7ou 
are down for a billion and a half for April. · I haYe 
got to get it. All this prettr talk about this - who 
do ther do it for? Ther do it for the ~oYeraaent -
this man that does this retail, he doesn't do it for 
rou - he doesn't do it for me--

KR. ISBEY: He wants to do it for rou, and I do, 
too. 

H.K. JR: Tbe7 go on because the7 want to win the 

The one thing that we haYe got to do it to raise 
the money. We can't bother the Co..ander-ln-Chief 
about this stuff. I can't go around and whine - and 
these people - it is all impersonal. I am asking the 
people to get together and ·rou talk as though ther were 
your chattels . 

KR. ISBEY: No, no, I just aay, as a matter of 
cooperation--

H.K.JR: All right . 

KR. ISBEY: I would rather aar '"h are going to 
do" - thus and ao. 

H.M.JRt But I am talking now in the rooa. I 
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hnen' t said anything about failure, and ao forth and 
so on, but I relied on the War Savings ~taff for the 
Uni ted States - the fortr-eight ~tates - and they haven't 
once ude good . 

lffi. ISBEY: I would get a new '*ar SaYings Staff, 
t hen. 

H.M.JR: The7 haven't once made good - not once. 
What ia the good of kidding ourselves on dollars? 
They promite me that and they alway• fall flat , and I 
have got to ttand here before the repreaentatiyea of 
the preaa of the United ~tates and I take it on the 

• 
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chin because somebody told me they would have eight 
hundred, nine hundred, or a bil lion dollars, or they 
would have so many thousand people on the pay roll, 
and never once have they come up to what they told .. 
they would. 

l.llt. ISBEY: That ia right. I will take that 
responsibility for Michigan. 

H.W.JR: But I have got to take i t. ill you have 
got to do is read the papere, and it is alwaye Renr7 
Yorfenthau~ Junior. It isn't Marriner Eccles, it 
ian t the Yederal Heserve, and it ien ' t Rap Young; 
it is always He.nry llorgenthau, Junior, and I have 
always taken it. I have always taken it, and I have 
alw81s defended the War Savings Staff in public, and 
I always will. 

MR. ISBEY: That is right, I have told them that 
you said you would take it three or four times and then 
you wouldn't any more and they had better get busy. 

H.M.JR: Now, gawd damn it, we are going to get 
together. 

WR. ISBEY: I don't think t here ia any question 
about Yr. Young and our group getting together, 

B.li.JR: I aa going to sit around here until Sund&J 
night and if you fellows can ' t get together I have told 
them I am going to write the directives . There isn't 
going to be any face-saving about this thing. It i sn't 
a queation of saving faces, it is a question of cnntinu­
ing to deliver the money to the Commander-in-Chief; 
that is what it amounta to . So that fellow doesn ' t 
have to worry about this end of the thing the way he hae 
to worry about every other end. My gawd, whether it 
ia Wilson or .~berstadt or Nelson - all this stu.ff in 
the papers . I wouldn ' t have anything like that in the 
papers, and he doesn't have t o worry. All be does, he 
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gets a piece of paper and he signa it, and that ia the 
only thing; or else he helpa me b7 buying· & bond before 
the moving pictures, and that is the way it is going 
to stay as long as I continue to ait here, ~. are all 
of age. 

MR. ISBifi You are tating a different attitude 
at me , sir. 

H.ll!. JR: Taking it at 
toughest one of the bunch. 
crack anybodf. 

you because you are the 
If I can oraok rou, I can 

lolR. ISBEY : If I had had anything to do with it at 
the start, I would have been tougher than rou have been. 
You have been very considerate. 

H.li!. JR: You ~re one of the tough guys. If I can 
crack you I can crack anybody. 

You told me the other day, you said that as far 
as the Victor,y Fund in Detroit, you could be chairman 
of it. 

WR. ISBEY: We could get along fine . 

H.W.JR: O.K. Let's get along now. 

KR. ISBEY: I want ed to come and discuss it some 
more . I said t o Rap that I would call at eight; I 
called around eight-thirty and couldn't get him. 

H.M.JR : But up to supper time everything was 
lovely; then after supper all beta were off. 

~ ISBEY: No, no, the only diaouasion - nobody 
can change 111 m.tnd. 

H.'M. JR: What is your 11ind, now? 
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MR. ISBEY: Firat of all, you want to sell bonds. 
llobody ia going to kid me about the bond selling busineaa, 
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I know ao~~~ething about that in Michigan . I hann•t 
seen anybody yet that has sold at man7 bond• as 
Frank Iabey in Michigan, ao I am the authority in 
Michigan to sell liar .Bonds . Right? 

H.M.JR: All rigpt. 
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\l~. ISBEY: I ~ut in a retail aale a program which 
was started i.n Michigan and was rq idea, and i t went 
across the United ~tatea. I started the school pro~ram, 
and that went across the United States . There waanTt 
anrthing I started that !ailed. I aa not egotittical 
about that. I know what happened on the p&f-roll aaTinga. 
I called i.n the thirty-seTen industrialitts in '41 and 
got them to put it in en aae••· 

H.M.JR: I know. I baTt giTen you credit publicly 
and priTately, and I pulled you down here to teach the 
other boys to do it. 

MR. ISBkY: You are the chief and I wi ll do whateTer 
you say. I just want to sit down and plan a little bit 
further. I said yesterday, "How would we get down to 
the count ies? ~ho is going to be the boas there?" 

You can't take an organization !or thirty days. 
Ia this going to be a peraanent arrangeMnt? l'e han 
got men that haTe been bose of F and G and haTen't 
oean told to tell anything else. We haTe sold the F and 
G Bonde, Wr. Secretary, in cooperation with the Victory 
Fund Committee. We neTer stopped at any one time. There 
i s no diTiding line in Michigan . You haTe got to haTe 
the money; that is all. I belieTe, like you do, that 
this l.a just like losing a battle. We han to get this 
fifteen billion dollars, and I haTe - I am--

H.M.JR: Just remember that the man in the county -
the man who works - he ia working because we wants t o win 
the war and not because he likea you or he likes me. 
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Lffi. ISBEY: But you haTe to start out to build an 
organization . You built one, believe me! You started 
this organization . You started it better than anyone 
started anything down here. 

R.M.JR: But I told you in the room there, I put 
it right on the line - I want to keep ~ ~tate War 
Savings St~rr~; I want to keep ~ State administrators, 
and I can do it. 

WK. ISBEY: All right, sir. 

R.~. JR: I can do that; it can be done . Excuse me 
it I pace. I think that before we get done we may have 
to bend some of the linea in the Federal keserve. The 
Federal Reserve Districts, if they had their choice, I 
will bet you there isn't one that wouldn't want to 
change the thing - do a little gerrymandering. 

I mean, some of them just don't make sense today, 
now that we have got airplanes and ao forth and so on. 
I mean, if I had to do it - I mean the way Detroit has 
grown - I think Detroit should be chopped off and made 
another district . I mean, it ia a community entirely 
by itself. Right? 

XR. YOUNG: Sure . 

B.M.JR: There is no reason why that shouldn't be 
the thirteenth Federal ReserTe District. 

KR. YOUNG: It ia, to all intents and purposes. ~e 
just made it one last week. 
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H.LI. JR: I am just using that as an example . There 
ts no reason why - I think ~tate lines are good; it gives 
you competition; it gives rou your quotas, and it gives 
you a lot of things . It g Tea you a lot of fine people . 
I don't want to giTe it up. My gawd, we sweat hard 
enough for two years to build this thing up. 
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MR. ISBEY: That is what I t hought you said yester­
day: "I am planning so it doesn 1 t disintegrate and 

t ' II overnight go o puces . . 

H.M. JR: But I cannot - if I brin~ in as assistant 
here to aell and me the greatest organl&er and sales­
man in the world, be still - the United ~tates is too 
big for any one man to cover , and you have to break it 
down. • You said so yourself the other d&f. 

~ ISBEY : I believe in the decentrali&ation a 
hundred percent . 

H.K.JR: You have to break it down into districts . 

MR. YOUNG: It is only thirty d&ls , and what 
difference does it make whether John Jones is chairman, 
or Jim Smith? Kake them c.o- chairmen - we can work that 
out . 

l.llt. ISBEY: Let 1 a go back and finish our ordeal. I 
want to finish it. I have got ~ fighting --

H.)l. JR: Ordeal, or New Deal\' (Laughter) 

liR. ISBEY: You certainly han stood back of the 
War ~avinga Staff, and I have been the fellow that has 
said, "The Secreta!'{ baa taken it on the noa e, and fOU 

had better wake up. · 
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liR. COLLINS: Let's not go into details , Mr. Secretary. 
Give us five or ten minutes and we may be able to come back. 

MR. ISBEY: .A. hal! an hour, or an hour. 

H.i4. JR: Go ahead, and when you are ready, give me 
a ring. 
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MR. COLLINS: We did thia thing in reverae l aat 
Julr. The Victorr Fund went to work under the State 
administrator and sold F and G Bonda . It wor ked verr 
nicelp in our district. 

MR. YOUNG: We can work together. 

H.J.r. JR: No, what I said in here, when I got a 
little excited, I don't want magnified or blown up, 
but I just had to shock you a little bit . \;Laughter) 

MR. BhLL: I think we should have sent these men 
back to Chicago last night and kept them out of the 
W•shington atmosphere . (Laughter) 

MR. CO LLINS: We would have been in agreement • 
. . 

MR. ISBEY: I tiJJ.y this - we have t o ~et the fifteen 
billion dollars, whatever the quota .Ia in .Lilchigan. 

H.J4. JR: I don't care who ther talk to because if they 
made an agreement now and then these other people talked to 
them they would be unhappy. Let them talk to anybody. 

MR. PATTON: May I ask one question? Wy understand­
ing was that all we were to do - the four of us - was to 
say what we thought would work in the Seventh Federal 
keaerve Di strict . We are not interested in t he rest of 
it. We are not supposed to say what should be done in *- lOJk. 

H.K.JR: No, no. 

MR. PATTON: That was my understanding. That is the 
only part of the countrr we can apeak for. 

. H.M.lR: How can this family get along in the Seventh 
Federal Reserve l!iatriot? , 

MR . ISBEY: You can look up the record for Michigan, 
and wnen the Seventh District ooaea back they will still 
lead. 
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H.M.JR: The i:>eventh Diatriot'i 

MR. ISBEY: Yea, air. 

!4R. COLLINS: Do you want a teaporary plan or a 
permanent flan from us7 I think we have been !~a-
agreement 4D that, also. - · 

loiR. PATTON: The April drive plan, only1 

H.M.JR: I think so, to aee ua through the April 
drive aucceaafully. 

When you are ready, you let Bell know. 
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FINANCING 

Present: Mr. Young 
J.1r. Co Hilla 
Jir. Isbey 
Mr. Patton 

Februa17 19, 1948 
11:30 a.m. 

B.ll. JR: Are you all allliling'l 

YR. YOUNG: ~e ha•e all agreed to thia {indicating 
Seventh Uiatrict memorandum, copy attached). We typed 
it in a hurry. 

Jl.M. JR: Let 'a put a few initials on this thing. 

MR. ISBEY: Can't you take our YI'Ord? {Laughter ) 

H.M. JR: I can take it , backed up by the stenotype 
report and your signatures. {Laughter) 

I huen't even read it . Maybe 70u are firing me -
I haven' t read it . {Laughter) 

JoLR, COLLINS: lie are all resigning. {Laughter) 

H.M.JR: That ia all right. ~. will all resign 
together. (Laughter) 
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(The Secretary read the Seventh Di1trict memorandum. ) 

H.M. JR: B7 number aix do you mean a national 
advertising policy? ' 

loLR. ISBEY: we mean a local ad•ertiaing policy 
which in cur case in Michigan ia equal to what the 
national ad•ertiaing policy baa been. 

j 
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H.M. JR: That is all right. 

MR. ISBEY: That ia the volunteer ada, Mr. Secretary. 

H.M. JR: That is all right. I didn't understand it . 

MR. ISBEY: I will explain number aenn. I wouldn' t 
want any directive to go out of here before we oould get 
our key men in the War Savin§• Staff, the first part of 
the week, together and aay, Thia ia what ia going to 
happen, " and then your Airective goes out. Otherwiae 
it goes out ahead of tiae. 

MR. YOUNG: It won't ooae aa a aurpriae to them. 

MR. ISBEY: We have to take the labor unions into the 
picture, and a few more. They are on our staff. 

H.M.JR: That 1a good. 1'hat 1e what I am trying 
to do. I want to get your cooperation - I don ' t seem 
to be getting it now. 

I think this memorandum ia splendid. 

MR. YOUNG: The Victory Fund won't be getting credit 
!or ill this? In any of our publicity or release we will 
aay the Victoey Fund Co.Uttee and the 'ilar Savings? 

H.K.JR: Or the Treasury Department - just the 
Treasury Departaent. 

MR. YOtliG: So there won ' t be any- -

H.M.JR: The onlT thing you didn't put in here -
this is very encouraging. It pays to get mad, some t imes. 
(Laughter) 

14.R. ISBEY : 'We han to hold you aometimea. You 
get mad at the right time. (Laughter) 

lffi.. P.l'l"l'Oif: There h 1uoh a thing u righteous 
indignation. 
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H.M.JR: The ot her thing which I would like to have 
in here, unle se it is self-underatood, is that you (Young) 
will act as fiscal agent in this, and not as chairman of 
any one commit tee. I mean you are the direct representa­
tive . You are not a member of the VictorY Fund nor the 
War ~vinga . You are rq !ileal agent. That is not in 
here. 

WR. YOUNG: In the preamble, M.r . Secretary, I 
didn't spell it out, but I said--

H.M.JR: Oh, • • •• such bank acting as Fiscal Agent 
for the Treasury. • Yes. 

KR. YOONG: I waa trying to tie it in, in that 
statement , but it wasn't very clear. 

H.M.JR: You ought to r esign as chairman of t he 
Victory Fund Committee. 

}Ut PATTON : That doesn't maintain, in view of 
the original aetup~-

H.)(. JR: llihat? 

WR. PATTON : If the lederal Reserve bank presidents 
were to resign as chairmen of the Victory Fund Committees, 
it doesn't preserve the identity of the Victory Fund 
Co•itte• unless you immedi ately aubstitute somebocl1 
else . 

H.M.JR: What I am thinking of is this. Have I got 
this picture right - that in the f ield there will be 
Mr. Younf, there will be yourself (Patton), and eac~ 
of the S ate administrators, who will form an executive 
committee to decide everything on the spot? 

IUt YOONG: 'l'bat ia right. 

H.M.JR: Now, all these other committees and every­
thing elae will have t o be subordinate to this. 

Regraded Unclassified



• 

102 

- 4 - ' 

MR. PATTON: Suspended for thirty daya . 

I{R, YOUNG: That ia the nywe talked about. 

MR. ISBEY : Yes, I thought we would get together 
not to lose our identity aa a ~ar Savings Staff, but 
stay and operate .here ~• are. 

H.W.JR: No, let's say the quota for the Seventh 
Federal keserve is one billion . Wr. Young represents 
me, and he has an executive committee composed of the 
State adminis t rators and the Victol'1 Fund. They 
settle everything on the apot0 they divide up thi 
territory, and so forth. This group sella everything 
except pay-roll savings. 

~ YOUNG: That is right . The only thing is, I 
don ' t think it would be neceaaary for any reaignationa 
as chairmen of the committeea. It would juat be an 
underatanding between us that I am acting as your 
fiscal agent . 

MR. PATTON: And not in the capacity of chairman . 

~ YOUNG: And the two organisations are going to 
~ork together . · 

MR. ISBEI: He is the neutral chairaan . 

H.K.JR: He is a direct representative of the 
Secretary of the Treaaury and apeaka for the ·Secretary 
of the Treaaury. If I have any communication that I 
want to get into that district, I aend it to my chairaan 
and then, in turn , if he wants anything in ~ar Savings 
he doea it through the State adminiatrator or chairman 
of each State. 

I{R. PATTON : That is correct. 

H.M.JR: Or if he wanta to send southing to tbt 
Victory Fund. Then we would han an executive committet 
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here that ~ould meet, and if we wanted to do something 
we would aend a communication out from this office. 
We would have a corr esponding group here - aomebody in 
the War ~avings Staff, somebody from the Victory Fund, 
and Mr. Ecolea representing the Federal Reserve Board, 
and Mr. "X", if I can find him. 

lffi, PATTON: That 11ould work beautifully in our 
di strict. 

H.M.JR: Then when we get out any directins they would 
come from this committee . 

lffi. YOUNG: That is satisfactory, isn't it, Frank? 

MR. ISBEY: Yes. 

MR COLLINS: How about Mr. Harrison, for thirty 
days , to assist you as the lo!.r. "X"? 

H.M.J R: Harrison? 

MR. ISB1Y: I ob ject t o that , Mr. Secret ary. 

H.loi.JR: 't.ho ia he? 

lffi. COLLINS: President of the New York Life Insurance 
Company. 

B.W.JR: To assist and help for this? That auggestion 
has been made before. No. 

lffi. ISBEY: I think you are a pretty good director 
of the War ~avings program, Mr. Secretary. 

B. M.JR: No, I need help. 'll i thout goin~ in to 
George - George never sold anything in his l1fe. 

W\ . COLLINS: No, but he has a feel of the market; 
he baa a pulse for the feel of salesmanship. 
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H.M.JR: That isn't what we need, if you don't 
mind. V.e have got plenty of pulse take ra on the 
Federal Security market . 

WR. PiTTON: We need audit takera. 
' 

--- H.M.1R: That is just why I used this excellent 
man from the Manufacturers' Trust - what was his name' 
Who did that swell job in New York? 

MR. PATTON: Johnson did a grand job. 

H.M.JR: The man that did all that organising -
organized the house- to-house campaign . 

MR. PATTON: There was a man who did a grand job 
for the manufacturers. 

' 
H.M.JR: I meant before that on the ' houae-to-houae ­

that small stuff. 

MR. ISBEY: You mean the pledge drive? 

H.M. JR: Yea. 

Now, what I would like to do ia - this is very en­
couraging. Kr. Gamble ia, as near as I can make out , 
ninety percent with us on this thinf. He just left the 
room. He would like a chance to ai down and t alk with 
you on the field end, and see how it will work out -with 
the War Savings Staff. So as the next step, I would lia 
the fou r of you to get together with ll1• . Gamble, right 
now. After you have talked with Gamble, I would like 
t o see the five of you. I have got a plan here from 
Gamble which he gave me a coupl e of days afo , which ia 
pract ically this plan . I have got to do i this way 'be­
cause some of the War Savings Staff are with me, and so on . 
Gamble is entirely on his own; he baa come in with this 
plan . So, would the four of you meet with him? 

Jill. ISBEY: That ia a good suggestion. 
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H.M.JR: The four of you. After you meet with Kr. 
Gamble, alone, then meet with Kr. Buffing!on and aee 
what faul ts he can find with the thing. Then, ·after 
Cabinet, I will see you again, but I won't be able to 
see you until then. It will be after tour o' clock. 

O.K. 

• 
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11r. rrw hbe7, s tata AdlliJii.tntor tor tile st.at. o~ acbipD, 
llr, 11o1waD B. Oolliu, Stat11 4dCIIi.U.tor ~or tile st.ata o~ lll1Do1.1J 
llr, huoil J , PattOil, J:uoutin llaDq&l' ~OJ' tile BlnDth h4IJ'Il. 
R .. ern Dhtrlct, llr. c. s. Iowac, Pl'elideDt ot tile FedeNl lle•ene 
Benlc ot Cbioqo, 111oeb bult aot.iJic u Fbcal .Acut, tor tbl ~I 
• t aDd cl11cN .. acl •thocl• ot prooadul'a aDd oooparatioll tor tbl AJII'1l 
Drln, 

Tbe toUowiJ!c ~~~C~&atioD&, ill oNeJ' to be bllptUJ., ara ottan4 
to the Sa01'1t&l'7 ot tbl TrMIUI7I 

1. Wa bel1aft that t1M doee DOt plnit, prior to 4prll 1, to 
ooD&Ol1dat. or ~ the Wll' S.'f'iDc• Ol'pltlatioe aDd 'f'iotoi'J 
r-1 eo-ltt.aa. 

2. Pro.pt appoilltMDt ot kt10Dal Sal•• lliraotor NllpODiibla to 
the Saarat&J'J ot the 1'rMIUI7· 

) . .,_ Sa'l'iJica Ol'pllisatiOD ahould co..u- tbaiJ' attorta 011 
PIJJ'Oll Sa'f'iDca plau, 

4. 4 lliraotin be 1NDI4 bT tbl SaoretarJ ot tile TrM1U17 to aacb 
Stat. AdlliJli.u.tor ot War S.YiJIC• orpnbat1oD to otter to 
the Pl'elideDt ot Mob FaclaNl Rlaarw BIDlt the 111'Yicea ot the 
ltatf aM 110J'Itel'l Who IJ'I DOt tiiPloJacl OD 1'&71'0ll S.'riDga plu, 

S. That OYer-aU quota be 11t&bl1ab.cl tor ..,otb ot .lprll, 

6. Tile objectin ot aU adftrtiai.Dc ahould be the obte•-Dt ot 
owr-aU qaota, 

7. Bach lllnot1ft ahould DOt be 1aAIClllllt11 tbl Stat. 4dCII1.­
tratora '-'" bid nttioiaDt t1M to ocDtact aDd illton tbaiJ' 
ol'pJiiatioll ot till co~tacl action tor the AJII'1l Jlrlft, 

s. 11&1' 1n111p OZ'plllsat1on aDd ftotoi'J l'lmll eo-ltt.aa llhall .a­
tail~ tWr 1MDUt1aa. 

9. 4U pablioi\7 ahould 111ft it ol.Mr tblt tbia 11 a jo1Dt --.ta{~ 
ot tbl wo ariiJiiat1-. f 
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llr. hulk hbe7, Stat. ..,.,.,htrator tl¥r tbe State o.t lllchiguJ 
11r. llo!waD B. Colltno, Stat 11 4ciii1Jd.trator tor t be State ot IlliDDhJ 
llr. P'ranoi• r. Patte~~~, luout1ve llaDqer tor tbe S...nth Feoleral 
J(o•e..,. Dhtr1ot, llr. c. s. Iounc, Prelident ot tbe FICSeral R11el"t'e 
Bank ot Ch1oqo, .acb bulk a ot1q u Fhoal Ac•atll tor tbe TreuurJJ 
""t and cl11euaeed •tbocl• ot prooeclllre &Del oooperation tor the 4prU 
Dri .... 

The tollowiJic ngeat1oJUO, in order to be belpt\11, are offered 
t.o tho Secretary or tbe Tre&811J71 

1. W. beline tbet tiM doee not perait, prior to 4pr11 1, to 
OOIUIOlidate or MrCI tbe War Sa't'iJIC• orp.niation &Del Victor, 
Fund eo.s.u .... 

2. Proept appointMnt ot •uos.J. Sal•• DireCtor re•poneible to 
the S.cratar, ot tbe 'f'reuur7. 

3. liar S.'l'iDce orpniu.t.1on •boule! contiJNI their ettorta on 
Pa,rroll Se't'iJICe plau, 

4. 4 Direct.1ft be i•w.d br tbe Sa~ ot tbe Trea8IIZ')' to -.ch 
State 4dldnietrator ot War SaTinc• orp.rdation to otrar to 
the Preeident ot each Federal Rue..,. Bank tbe ••mcea ot tbe 
•tart and workere who are not MplOJed on PaJrOll S.rlnca plan. 

S. Tbet over-all quota be eetabliehed tor ..,ntb ot AprU. 

6. The objeotift ot all adftrt11iq •bould be tbe obtaiment ot 
onr-all quota, 

7. &lob lll.ftotift 1hould DOt be i1Red wrt.U tbe Stat. 4da1nh­
tratorl haft bad w!tioi•nt. tiM to oontaot &Del i.tltono tbair 
orp.niatioD or tbe ooatMpl.ate<l action tor the 4prU Drlft, 

8. 1lv S.Tinc• orp.niaation &Del YiotorJ J'IIJid eo-itt ... •bell ain­
tain tbair i4n\1t1ee. 

~lil/ .. 
9. All pahlioit7 •boule! u.ke it olear tbet th1.1 h a joint etiiJit ~ 

or tbe t110 orp.n1at101U1, f 
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11:r, lHDk hbq, State U:a1J111tntor tor tbe State o~ 111obipDJ 
ll:r, 11cnwu1 B. Ool.Uaa, State A~atn.tor fqj:..tM State ~ IlliDoii J 
ll:r. l'HIIoil r. Patton, :laoutive ~er tor the Sennt.h hUral 
lleeerft Illlltrlot, Ill', C, 8, 10111110 Prelidellt o~ t.hl Fe4ere.l ileMl'Ye 
BuJc ot cld.oeco, ....,h 'bulk actiJic u n-1 Ace~~t• ~or t.hl !reuar7J 
.. t &lid 4110U1ee4 •t.hod• o~ prooe4ure ua4 ~t1o11 ~or t.hl .lprU 
Dri .... 

Tile ~ollowiJic ngertio111, ill order to be helptlll, are otteret 
to thl S.oret.IJ7 o~ t.hl ~ • 

1. W. belie ... that U.. dolo IIOt perait, prior to April 1, to 
001110lidate or •rc• tbe War S.'fillc• orpD1at1011 ua4 V1otorJ 
l'lm4 Co.m.ttaee. 

2. Prollpt appoilltM11t ot Watioll&l 8&111 Direotor re1po111ihle to 
thl S.cret.IJ7 o~ tbe freuurr, 

) , 1l&r S.villge org&lliaation ehoul.d oontilllw tbeir ettort1 011 
Pqroll SIIYiD&• pl&lle. 

4. A Direoti.,.. be illnlld b7 the Seoret&r7 ot t.M 1'reuur7 to each 
State .l4a1D1atn.tor ot War S.TiJIII orpDiation to ottar to 
thl Prelidelrt ot uoh re4ar&l Reeern BaDk t.hl eerrlcee o~ thl 
etatt ua4 workers who are 110t e.pl.o,oecl on fa1roll .s.~a pl&ll. 

S. That onr-all quota be eetahl11he4 ~or .ontb ot April. 

6. Tile objeoti" ot all &4nrtiaizlc 1houl.d hi the ol>te1went ~ 
onr-all qaata. 

7. SQob Dlreoti" ahoul.d 110t be 1ene4 watU thl State AaiAie­
tretore hi." had llll1't1o1eDt U.. to oo11taot ua4 illton their 
orp.niatioll ot the oolltAIIplated aot1o11 tor thl April Dd .... 

8, War 8e1'1Dc• orpnhation ua4 V1ot01'7 1'\.1114 ec-itte .. ehall -.111-
taill their ideDtiu... • 

9. All pUlioit7 ahoul.d .a it o1ur that tid.• 11 a joillt -ra{~ 
o~ the two orpDiatiou, f 
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SPECIAL GROUP 

Present: Mr . Bell 
Mr. White 
Mr. Gaston 
Mr. Paul 

FtbruarJ 19, 1948 
4:15 p.-. 

H.M.JR: What I u doing 11 this I thought I 
would let you people know that I • ahn. I ban got 
fifteen minutes , 

110 

What I am working at ia that Mr. Bell and I are 
trying to reorganize our securit7 sales organization . 
~e are having quite a battle, but we are making a little 
headway . 

lo!R. PAUL~ With whom? 

H.W.JR: We are reorganizing our whole method of 
selling securities between this Victor1 Fund and War 
Savings and Federal Reaerve and the field, and here. 
We still want to keep the control of it here, and we 
still want the cooperation of the bankera and the 
Federal Reserve ana the Wlr Savinga Staff . We have 
had quite a battle, but I think so far we are all right. 
We got the Chicago District to agree, anJWay. 

MR. BEIJ..: We got one out of twelve. 

B.M.JR: I just didn't want you fellows to think 
I was loafing these dafs. 

I think it will be all right, but it is quite a 
battle . It runs prett, deep. 

MR. GASTON: I a11 glad it is your Job and not aint. 
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H.K.JR: I told them all· that I would give them a 
chance to get together. I have each grouf working by 
territory, I told them that if they didn t do it. by 
Sunday night, .~I would do it llonday morning. I just 
want t o let you know. If I get thi s done, then the 
people can go into the field, and they have got a month 
and a half to get ready for this next drive. 

Tpe thing is, they are trying again to take it 
from the Treasury, but I don't think they will. After 
ten years I don' t think they will, will t hey? 

WR. BILL: No. 

H.W. JR: Paul? 

llR. PAUL: They are voting now - that is the reason 
I am here so early - they are voting on the various pay­
as~you-go plans. There are so many l eaks about how •ach 
man votes that I asked the Committee to excuse us in 
order that it could never be said that we leaked, so 
we are down here. We will get the vote, however, from 
soms of the members very promptly after the session. 

MR. GASTON: After the newspapers have printed it. 
(Laughter) 

H.V.JR: If you can get it as quick as the -wall 
Street Journal,• you are good. (Laughter) 

MR. PAUL: I can get it about as quick as anybody. 

MR. BELL: Will they come out with a plan tonight? 

MR. PAUL: They may. They will vote down Ruml, I 
am eure, They may vote for the chairman' s fifty-percent 
Ruml Plan . I doubt it, t hough. 

H.M. JR: At Cabinet the President asked me if I 
had anything. I said, ~o.• 

Be said, •I don't auppose you will have anything 
until April on your financing . • 
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I eaid, "That is right.• So, I don 't--

WR. PAUL: I didn' t know tor aure whether the7 
were going to vote or not. 

H.W. JR: &lt they are voting? 

112 

WR. PAUL: They are spending the afternoon on it. 

B.W. JR: lihat ie a vote worth? 

WR. BELL: Eight hundred thoueand to a ailllon 
dollar man. (Laughter) 

H.W. JR: I wi ll aay thia here and on the record, 
that I don't think an7body could have done aa well or 
more than you have, 

ILR. PAUL: Thanka, 

H.M. JR: Anything el se, partioula.rly? I am going 
to try to work you in tomorrow it I can, but this thing -
you sea, we brought these people in tor Saturday and 
Sunday. 

I gave you y~ur increaaes , You tell the boys, 

~. PAUL: I did as soon as I beard. I have done 
that . 

B.K,JR: I will try my beet to work you in, but 
Bell and I have t o work with thia crowd Saturday and 
Sunday. 

Harl'f'l: 

WR. WHITE: There are a few things but I am sure 
t hey are not urgent . One you might wani to settle 
outaide . We are now ready for Peble's group and Paul's 
and our selves . 

H.W.JR: Do you want to take me outside and each 
take our coat off? (Laughter) 
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MR. WHITE: No, it ia one of the things we mar not 
want to get into. We are ready with all the mater al 
for the taking of a eenaua of foreign property owned by 
Americana. I t is a very laborioue and difficult job to 
get agraaDent upon among all the departments . 

H.W. JR: I approved that in principle. 

WR. WBITE: Yea, you did. Since then there hes been 
a little disturbance on the Bill about getting question­
naires, but there apparently will be support f or thie one. 
The next step is wi th the fudget . If we get the &ldget 
approval, it is allright to go ahead? 

H.Ji . JR: Sure. 

MR. PAUL: We appeared at the Appropriations Camnittee-­

H.M.JR: I read your memorandum about Senator Lodge 
saying you should get an E flag .- you mean on Foreign 
Funds? 

MR. PAUL: No . We appeared again on ·Roy Blough 
and Stanley Surrey this morning, and Senator George 
at tended and gave us quite a boost - not only he, but 
Senator Lodge put i t on the record about what a good 
job we were doing. 

H.W.JR: Geor ge has been all r ight, hasn ' t he? 

WR. PAUL: Be certainly acted swell t his mprning. 
I will show you his remarks on the record. 

WR. BELL: Lodge seams to be getting friendly . 
He was friendly to Harold Graves, too . 

MR. PAUL: He was very fri endly; he went out of 
his way. He said that he didn ' t aee how we got the 
work done . 

MR. BELL: So was t,ydinga f r i endly to the Treasury. 

-
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H.M.JR: I think sane of the - you have to give 
some credit to these State War Bond organizations . I 
think that they have had influence within the State 
which· we just can't throw away - it for no other 
reason - well, that sounds good. 

MR. WHITE: The Canadian thing is ready_ to go . 
It should go before that Wallade Committee. 

H.M.JR: What is the Canadian thing? 

KR. 'hliiTE: You r8111ember we were going to make a 
recommendation with respect to their dollar assets . 
The next step is to submit it to that committee. 

H.K. JR: I would do it. 

MR. WBITE: .Ul right . There are the International 
Stabilizat ion Fund letters which are ready for you to 
send ,, We haven ' t heard from Berle . It ie a matter 
they have made almost no progress on in ~even or eight 
weeks . I think we ought to go ahead and just send them , 

MR . BEL~: They were to have them ready two weeks 
ago last Tuesday. · 

H.U.JR: Who signs the letters? 

MR. %lUTE: You ought to sign them . What I would 
suggest we do is to just take the certain ones; leave 
out -the uncertain ones until the later date, the uncertain 
ones baing the exiled governments . 

H.M. JR: Would Mr. Hull - don ' t they have to go 
through Mr . Hull ' s office? 

MR. WIITE: N·ot thia letter signed by you. It ie 
a letter which keeps - you remember--

H.M. JR: Couldn' t I do something--

YR. WH ITE: They agreed on the letter. 
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H .I.!. JR: )(r. Bull has? 

MR. WHITE: Berle did, and before Berle came I 
aaked him whether he waa speaking for Mr. Bull or not . 

H.M.JR: You write a letter like thia : "Dear 
Cordell: I am sending the attached l etter to the 
following people. Juat so there could be no mi sunder­
standing, would you mind indicating your approval and 
returning thia letter to me." 

MR. BELL: Before you went awa¥, you asked me to 
get in touch with Bull and have that meeting. I did, 
and he sent Berle as his representative . w, had that 
meeting. Berle said that be would informally discuss 
this memorandum with the British, the Chinese--

MR. ~HITE: Which he- did . 

MR. BELL: • •• and the Ruaaians. 
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MR. WHITE: He sent them a letter very much like-­

MR. BELL: One week after that he said we could 
send this letter to t hose governmentt on that list . 
That ia the last we have heard. 

B.ll.JR: Just so there can be no possible misunder­
standing, I siaply would send this li ttle note to Cordell, 
"I would appreciate your approving this thing, so there 
can be no poseible misunderstanding between our two 
departaante .• ihen we make the record and it comes back. 
Do J OU gentl .. en approve of that? 

llR. illiTE: Yea. 
I 

H.)(.JR: Yoa fix that up for a e, and I will send i t 
to him. 

llR. WHITE: There 11 a thir d it .. , which I think 
has bean taken care of . You a1ked • • to •how you this 
meaorandua by Phillii' on the exchange value• of 
currency of various nvaded countries . Now, Dan ie 
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calling a meeting for Monday or TUeeday, 
are a number of other questlone that are 
well as that. That takes care of that. 

·116 

at whi cb there 
ccming up, u 

Ther e is a third matter which is more important to 
me . Three months ago I asked your permission to give 
E. M. Bernstein an increase, to give him seventy-five 
hundred, At that time you told me to see you wltbin 
another month. He very richly merits it. 

H.U. JR: It hasn't come to me . Do you mind waiting 
until Norman Thcmpson comes back? 

WR. BELL: That will be Monday. 

H.V.JR: We have arrived at a sort of rule which we 
are following now. If it is just a question of increase 
and not creating a new position, it is all right; but if 
has to create a new pos1tion, we don 't want to do it . 

KR. ~HITE: It is an increase. 

KR. BELL : Wbat does be get? 

lffi. WHITE: Sixty-five hundred. 

WR. BELL: That is a thousand- dollar promotion. That 
will be the difficulty of going over the steps . 

H.V. JR: See Norman . Then if 70u don't get what you 
want, see Nonaan and me together. I took care of Paul' s 
where I didn't have to create a new position. 

VR. WHITE: No, there is no new position, We have 
three assistant directors, and two of them are gone. He 
is the onl1 one left. 

H.W.JR: There won't be any trouble • but if 70u have 
to create a new position, there will be trouble . That is 
the procedure I am following . 

MR. GASTON: The difficulty will be that jump from 
one grade to another . 

WR. PAUL: I suppose that ia wh1 you bald Pehle down. 

H.K. JR: No, P~e is under Civil Service. 
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MR. PAUL: I know but tnere seemed to be same 
dispute if you had to i tmlt htm to that. 
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MR. BELL: He only got a one- step promotion there, 
two hundred and fifty dollars , That· is 'hat this fellow 
should get unless he hasn't bad a promotion for some time . 

H.ILJR: Norman felt very strongly about Pehle, He 
showed me the increases and thought it would be difficult 
to defend it . 

KR. 'WHITE: A one- j\IDp promotion would be fifteen 
hundred dollars; that ie the trouble. 

H.W. JR: The Pehle thing sounded reasonable to me, 
but Norman--

MR. PAUL: There is a lot to be said on the other aide, 

H.M. JR: What I normally do is have the man in, but 
you were~'t around. You told me the night before that you 
were in such a hurry, eo I moved. 

MR. PAUL: It doesn't harm anything to put this one 
through, does it? 

H.» .JR: Who, Peble? 

MR. PAUL: As it stands. 

H.W. JR: The two hundred a.nd fifty ia all right; I 
approved that . 

ICR. PAUL: I know you did, 

H.M.JR: Norman isn't here. I put through the two hun- · 
d.red and fifty, but he recommended· against the other on 
account of t he Civil Service statue . And having t o go 
through Civil Service, be said it would etick out like a 
sore thumb . I gave you your thousand and fifteen hundred 
on the others . 

WR. PAUL: I know you did, that is fine , 

H .~ . JR : You got three out of four. 
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MR. PAUL: What waa the fourth? 

H.M. JR: The Pehle - I didn't gi•e fOU the full 
thing. 

Mrt. PAUL: Two out of three. 
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H.:Y. JR: And Noi'IUII has to go up and defend 
these things, but if rou ha•e a vaoano1 there won't 
be any trouble; but if I have to areate a new position 
it is difficult. 

MR. ViHITE: It ian ' t a new position - just an in­
crease . He can't get a promotion--

H.M. JR: But if 1ou have a vacancy, what title 
do you want to give hLm on the new thing? 

MR. WHITE : What time? 

H.M. JR: What title? 

!JIH. WHITE : The s11111e title. He is assistant director. 

MR. BIILL: You want to raise his grade, that ia what 
you want to do - from thirteen to fourteen. 

MR. \BITE: Fourteen ia eight thousand dollars. 

B.ll.JR: Look, go see Noi'IWl and then I will see 
the two of rou. 

1m. WHITE: All right. 

H.ld.J R: That is what I normally do, but I have been 
trying to move on your front and still keep the hours 
that you keep here, which is a little difficult for 
both of us. (To Paul) 

llR. PAUL: I sent you in two or three n11111ea for 
Procurement, 
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H. K.JR: I just haTen' t done an,thing. We will 
t ight (In that. 

What are we giving Peble now with the two-fifty? 

MH. PAUL: Eight thousand, two-fiftr. 

lffi. WHITE: He gets that now and you want more? 

H.K. JR: He got eight and be wanted to promote bill 
to nine. I gaTe him two hundred and fifty. 

IIR. PAU L: He did a urnloua job on this appro­
priation that practically got ua by. 

H.M. JR: I think eighty- two fifty ia a pretty good 
sal ary. 

MR. PAUL: All our men - I don't know how we are 
holding some of our men, 

H.M. JR: · But he has Civil SerTice status, now, 

MR. PAU L: I know. A lot of these fellows are 
gett ing offers every day up to twenty thousand dollars­
in t he tax field, particularly. 

H.K.JR: Whether I giTe him ei ghty-two fi fty or 
nine thousand, we can sti ll haTe that . 

J.!R. PAUL: We will wait on that diacuuion'l 

H.M.. JR: Let's wait - I am at a disadnntage. 

Mk. PAUL: So am I. I don't remember all the story . 

H.M.JR: I am at a diaadTantage . Normally-what I 
did in your case was Tery unusual . Usually I haTe the 
man in wi tb No run and I have a chance, but you told me 
in such a burry, so I aoTed. 
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MH. PAUL: It is ~err difficult for me to get down 
here until about five o' clock. 

H. M.JR:. I am not complaining, much . I can't have 
you in two places at the same time and I can ' t go up 
on the Hill and talk to you there. All you can do ie 
to give me eighteen hours a d&1• (Laughter) 

. 
lffi, GASTON: I don't know whether Ted Gamble baa 

been in touch with you or not, but he has that Georgia 
situa~ion well in hand. I talked to him this morning. 
It h goinf to work out aJ.l right. There 1a some 
doubt abou whether Senator George will go or not, but 
he is going to have Knox give him a verr fervent invi­
tat i on to go. It is his show. 

You sent me a letter from George Milton. I 
imagine you want to do that , and it is a question of 
selecting the material t hat he is to look at . 

H.M. JR: That is right. 

lffi. GASTON: Shall I go ahead with it through -
shall I write him a note and go ahead with it through 
Mrs . Klotz? 

!I.K. JR: That h right. 

liR. GASTCfi : O.K. 

You are not interested in Truman Cash, are you? 

H.lol . JR: Truman Cash? 

Mrl. GASTON: He is Radcliffe'• candidate for collector 
in Maryland. 

H.:M. JR: No. 

Wll. GAS'IQN: I got a bad preliminary report and 11111 

sending it over to Frank V.alker and thrashing it out 
wi th him. 
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H.J.(.JR: !11 right otberwiee? 

Mk. GA~10N: You had my note about the ~ecret 
Service men going to Africa? 

H.M.JR: I didn't read it. 

WR. GASTON: I think it ia ver,, n-q important, 
and we are lining up two Mn to go over there. 

H.M.JR: I thought if 7ou thought it was important 
that that was enough. I just didll'! read it. 

}{R, v.HITE: As a point of interest, we also have 
a man going to Lisbon . 

H.M.JR: I approved that . They said it w•mr 
suggestion when we came on the plane . 

I want you to know that Mrs. KlotE brought it .to 
my attention. I said, "It Gaston approvea it , it is 
all right. " 

lffi. GASTON: We got two French-speaking men. 

H.M. JR: ihat the hell are ' they going to do? (Laughter) 

J.!R. BELL: He didll' t think he ...Ould han to justify 
it. (Laughter) 

MR. GASTON: The counterfeit situation ia getting 
rather bad there. I anticipated it might. 

H.li.JR: M1 father, When he was a law.yer - practicing 
as a lawyer - he used to go before the bar, and the judge 
one day said to hill, "llorgen thau, 'llhen you ban won you.r 
case, quit argui~~g - I uy change my mind. " He always 
told me- he aaid,-wben 70u have won 7our oaae,quit arguing. " 

YR. PAUL: That ia like Tilden'• maxim, "Never change 
a winning ga.e.• 

H.M.JR: Anything else, Herbert? 
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MR. GASTON : No, not unless you han ao1111thing. 
Perso~ matters are still unadjusted, but thay can 
float along. 

H.M.JR: Dan? 

MR. BELL: I saw the gentleman, Kr. Todd, who 
wired you this week to come dowo and aee you, and I 
believe he saw that you got some nice theater tickets 
last ~aturday night. 

H." . JR: Oh my gawd. He is the manager - he owns 
the show -"Something for the Boys ." 

MR. BELL: Apparently. If what he says is true, 
he has made an awful lot of money the last year. 

H.M. JR: What did he want? 

~ BELL: He wants to put on a colossal show for 
the next drive in April - put i t on ~aturday night or 
Sunday night before the drive, or the fol lowing Satur­
day or ~unday night after the drive. 
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H.M. JR: I paid cash for those tickets. All I got 
was two good seats, but I laid cash. He didn't imply 
that he gave thea to me, d d be? 

MR. BELL: No, he said that the show was all sold 
out. Once in a while he haa to fet tickets for people 
like yourself, but he said that his is a show that he 
baa been dreaming about for a lonf time, and he thought 
this would be a nice time to do i • It wouldn't cost 
the Treaaurr a cent, and the admission to the show 
would be a Treasury bond - a thousand dollars for 
standing rooa and twenty-five thousand for a seat, and 
he says he i s aure he can sell twenty-five million 
dollars in bonds the night before you open your drive. 
He has a scheme whereby--

H.M. JR: Look, turn it over to Ted Gamble, wi ll you? 
That is right down his all ey. 
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MM. BELL: This ia a drive thing. 

H.M.JR: Still, give it to Ted Gamble. 
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Mk. GASTl~: They can't buy twenty-five thousand 
dolbra worth of Viar l>avinga; it baa to be another type 
of security. 

)(}(. BELL: It ia for the dri n in April. 

B.M.JR: Give it to Ted. 

~t . BELL: He has to know by Tuesday in order to 
get started. 

H.M.JR: He has a wonderful ahow there. 

MR. BElL: Apparently he haa made a lot of money 
it what he says is true. ' 

H.M.JR: He is making a lot of money? 

MR. BElL: Yes . He said, "If you don ' t believe 
it, look at my income tax return I am filing. " 

B.W.JR: ~ould I write him a little note? 

WR. BELL: Later on, maybe , 
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Present: .Mr. 
Mr. 
),(r . 
Mr. 
Mr. 

Bell 
Buffington 
Trounstine 
Moore 
Fleek 

Februaq 19, 1943 
4:45 p.a. 

H.M. JR: Are you all together? 

l4R. MOORE: 1\e are sitting together - speaking 
together. (Laughter) 

H.M.JR: Will one of you talk? 
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MR. FLEEK: Mr. Secretary, I don ' t know who should 
start , or ~here. I spoke yesterday of the fact that 
Mr. Fleming was away. I talked with him l ast ni~ht and 
again this morning, so that I would feel, if I d1d any 
acting, that I was authorized by him so t o represent 
him. Consequently, I have his authorization to act in 
hie place and stead as far as any .recommendationa which 
we have are concerned . 

I should say that this morning we had a very pleasant 
meeting. Yesterday Mr. Trounstina, Mr. Koore, and I met . 
It was a very pleasant , friendly meeting. We had another 
one this morning. 

We found, bo~ever, we did not resolve our differences 
of O'Cinion and that we wou!d agree to disagree , and each 
one has with him what he bad in mind. So I have here 
what Mr. Fleming and I have worked out ; and Mr. Trounstine 
and llr • .ltoore have their memoranda. 

H.M.JR: But you are not t ogether ? 

Regraded Unclassified



125 

- 2 -

loiR. FLEEK: No, air. 

H.M. JR: Well, it ia awtully hard. Let ae do thia: 
Let me give you a signed memorandum f rom all interested 
parties in the Seventh Federal ReserYe, where they have 
agreed. I might say that this ie pretty much along 
the alley that I want. Why don't you people take ~ 
this - and they are here in town - and aee if you can ' t 
get together somewhere along that line. It is a signed 
agreement from War Savinge, the president of the Federal 
Resene !lank, and the head of the Victoey Fund. They 
have come to an agreement that is acceptable to me. 

lffi. FLEEK: Yea, sir. 

H .~.JR: T-hey are here if you want to consult with 
them. But frankl;y, I don 't want to get befuddled b;y 
hearing more differences - you see? There is a group 
that has gotten together . 

MR. FLEEK: You would rather, then, for the time 
being, that we hold our separate memoranda and give 
this study. 

H.W.JR: Yes . These gentlemen are in town and you 
can talk t o the~~~ . You can talk to t!oHins, you can 
talk to Frank Isbey, you can talk to Patton and Hap 
Young. 

llR. TJOJNSTINE : ie have talked to them, ll.r. Secretar1. 

JAR . FLEEK: I have talked to Jlr. Young, also. 

H.!i.JR: Since they han 1igned this? 

MR. FLEEK: Yea. 

H.M. JR: Have another go at it, will you? 

~IR. MOORE: I don't think we know what you want us 
to do . 
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H.Y.JR: It is Terf eiaple, what I want. I want 
everybody that is working for the Trea•urr to get 
together and help put over a drive in April. I have 
been asking how the7 can do it in the different dis­
tricts. The Seventh District baa gotten together and 
has given me a program. 

MR. TROUNSTINE: We don't believe that is the 
answer. Now, of course, you are the judge. We are 
t ryi.ng to be honest. 

H.~.JR: Why isn 't it the answer? 
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IIR. TFOONSTINE: V.e believe the two organizations 
can work side by side. 

H.M. JR: How'( 

t.IR. TROUNSTINE: Providing each is given a definite, 
specifio field in Which to work. 

~ BELL: Do you think that field can be divided? 

MR. TROUNSTINE: I think that field must be deter­
mined by the Secretary. We can't de t ermine that field . 

MR. BELL: Even if he determines it, can you draw 
that line in \he district? 

KR. TROUNSTINE : I would think eo . 

KR. BllL: !011 think so, but I mean, can you (Moore) 
draw it? 

MR. MOORE: We can't draw it alone . 

H • .M.JR: I have to stop. .What are you doing right 
now, Dan? You sat in on t hia thing. 

»R. BELL: I have an appointment at five o'clock. 
I can delay that; though. 
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llR. TROONSTINE: Do you want to bear the memorandua'l 

Wi. Bl:.LL: Do you want to go ahead with aollll!tbing 
else? 

H.M.JR: See if you could aboot Hap Young in here . 
I want to see .bat baa happened ainoe be baa been with 
Ga~~~ble. 

Do you Jdnd napping diatricta with me? You take 
the Clne.Land bunch and let me han baok the Sennth. 

Bell and I are just one on this thing. 

llR. MOORE: Jlr. Secretary, we don't want to be 
stubborn and obstinate about this, and we don't want 
to go into something we think is wrong without your 
knowing we think so. 

H.M.JR: Do you mind pouring it on Bell? He is 
a young fellow. {Laughter) . 
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Poauaallt to '1f1'R roeq~~~~et, repre..-u- of U.. 0111o W.Z. a.m..p 
s~ a4 u.. ~ a.e •• 11a.a1< .r Cl8'i'eluld, '-" tw1o. •t ... '-" 
tr1eo1 to reach ua ac:r• t u to cue "•UAia ot tt.h I'Npe0t1ft 
aots.'lits.eo 1A U.. .&p1J. *1-n. U - .fWad U..t ta.h ti1'tu -
-u .. t lie rM01n4 &114 tt.t -h -u .u.lt b1e - " c, 
UOM. f1le ~' U •th:rUet 'lir llr. I . J . n-.,, J'Nei' rt 
of the r.Mral ·Re- lluk ot Clnel.uol, n~ .u.lte U.. tol­
loorille noo-*tiou tor the parpoM ot aoo~JteMIIC a ~W 
aD4 ett.otin ottort to prooeoa eez!•a Kl•• ot OoT...-t eeeants.ea 
1D the AprU clri". 

1. f1le War Sninc• Btatt will OOiltiJiue to tlmctioll i.JidepelldutlJ' 
1A tlle tol.l.oo;1llll 

(a ) ~ll allotMat pl.uaa &114 proaoUOL 

("II) War oRallp Kl•• &114 pro-.Uoe. 

(o) Other opedal oit•Uo~~a - 1A operatioll, .uch u rM1.o 
.tr.UOD, uputMDt oton, &114 other opaoial acuw 
ecaDta, aoapt "belllla aDd aa'f'iJIC• aDd 10&D uaooiatioDe. 

2. The PraeiUilte ot tho raUral Reeana BUlka •• repreaaDtatine 
u ftll u tieoal -..llte of the S.oretu?' of the flw.nr7 will 
hen c•ge ot IGl.ioitaUo• tor aDd eo1a ot all Qo;w t 
MCVitl .. , -pt 1A tho .. tiel.u lietad &bon, c111r1ooc t• 
aoath ot -'Fll• 

3. .All onr-all quota tor U.. Dbtrlct will lie anahlhhe4 tor ua 
qcrepto ot all ie1111 .. , 1JlcJ:aoU.Ill Sarie• 1. 

4. l'llhlioit7 aDd adnrtieinc will lie cl1raota4 to the aohia; rt 
of the onr-all quota. 

S. .l Dinotin 1e to he ieeuad b)' the S.ontar)' ot the fnuur)', 
to all state .u.iJIS.etntore ot U.. War Sa'f'iJICe atett, te 
- the tcrrecoinc aDd to 1utnaot t'- w ottf/1' u.. ..-
1•• ot ·ta.h par-1 n.uiJic 1A the -uee withill U.. 
b'** iaa ot their ts.atrl.ct, Dirt eapce4 1A the. wort ..t 
forth 1A ,.......... -, to the Preoih-te of tt.h nopaotin 
FaMral. a.- BukeJ aDd theM PraliAIRte-.,. ... U.. 
whww;w U..,. thilllr; beet, 1Jl ool.J.aboraUOil with &114 tllroucJ1 
U.. •met• of llllch State Wld.etntore. 

Regraded Unclassified



Regraded Unclassified



FINANCING 

Present: Kr.·Buffington 
Kr . Young 
Kr. Patton 
Kr. Iabe7 
Kr. Collins 
1.1r. Gamble 

Febru&PJ 19, 1~ 
''55 p.a. 

H.Y.JR: I asked 70u gentleaen - 70u are 81 
Exhibit A - I just sent Clnelan d out. 

Have you had a conference with Buffington? 

lffi. YOUNG: Yt~ . 

H.!! .JR: Let's just start with George. George, 
what criticism have you got? Where do you think, 
my Washington manager of 'the Victory Fund, that thh 
won't work? 
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l{R. BUFFINGTCfi : I think thia plan will work. I aa 
sure it will work in the Seventh Dietrict. 

H.Y. JR: It it will work in tha Seventh, wh7 won't 
it work in the other eleven? 

lffi. BUFF.IJGTOII : Peraonall7, I can't aee an7 
reason why it shouldn't work in all diatricta. You 
know of the difference in io• of the other placea. 

H.K.JR: But !rca your atandpoint, it looka all 
right? 

KR. BUFFllfGTCif : It 1ookl practical and loolta aa 
though it should work . 

H.K.JR: Can you gentl-n ata7 ia to• a little bit 
longer? 1 need you aa an exhibit. Han fOU got a place 
to deep? 
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WR. YOUNG: Yes, ai r . 

H.M.JR: Do you alnd atioking al'Ound for a day 
or eo? It ia pretty t.portaat to me . 

MR. ISBEY: One da7 - I ha~• been hel'l ainoe 
!Jon'lij. 

H.W.JR: Since ltondq? Star al'Ound one 1101'1 da7, 
anyway. Can aou of you ata7 :)atUl'day and &mda7 it 
neceaaary? It will aa~e you a lot of tt.e iD the loag 
run, becauae what I aa tr,1ng to do ia get the thing 
aettled. 
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)IR, ISBEY: I would do e~er,thing I could, except 
in Holland we have aenn plaah on Monday. Maybe until 
Sunday if I can get up thne konda,y aorning. 

H.ll . JR: I want to eave nerybody' a time . I want 
to get this thing settled and then aend you home and 
let you go to work, · and then 'aahington won't bother you 
any more - much. (Laughter) 

~ YOUNG: ie ha~e our reaer~ationa for Suad17 
afternoon, Mr. Secretarr. 

• H.W. JR: I don't aee wh7 that won't be all right. 

I aa going to trr to ~ela7 thia at leaat until the 
middle of April. ihile waiting, one of the thing• we 
can do, we oaa go to the banka on that firat two billion 
dollar loan the beginning of April inatead of the end 
ot April, which would gi~e ua - we could run alaoat to 
the end of April if we wan ted to. 

(Mr. Gamble entered tba conference,) 

WR. YOUNG: Would JOU han tw:~aaturitiu'l 

H.M. JR: \le are talking of two . Suppodng we 10 ld 
a se~en-eightha note again ao .. thing like that - if we 
do that we oan go tothe end of April - we oan go certainly 
to the end of April. 
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MR. YOUNG: The 15th would be better than the 5th 
if you hen the bank drin firat - put it ott, gin u.s 
more t ime to organise and get buay. 

H.M. JR: Give you until when? 

MR. YOUNG: Say t he !5th of April. 

H.W. JR: I told OWl we wou!dn' t etart until the 
middle of April ana I think we u:r not start until the 
first of Way. I will giYe yqu all the tiae I can. 

Ted, I haYe asked Buffington whether he had any 
suggestion to make aft er talking with t hese people, and 
be said no, that he was satisfied. 

Now I ask you to talk with thea, and I would like 
to get the benefit of your suggeationa. 

MR. GAMBLE: I hen suggested t o them, Wr. Secretary, 
that I thought that to accomplish the good that I know 
you want to accomplish - and I think t hat it is essential 
that we have everybody's aprit in this , and we have a 
green light all the way down the line - that it would be 
well to go a step further than this and try to set a 
pattern for the future aa well as thia month. I don't 
think a temporary arrange .. nt will work out . 

H.K.JR: Bow auoh further would you go? 

MR. G.wBLE1 I woo.ld go all the way. I would 
aettle it. 

H. ll • .Ill How? 

I4R. GAMBlE 1 I recomended the plan for it. 

I went over it with Kr. Young. I think he think• 
it would work. I think ar. Patton think• it would work. 

H.ll. JR: •hat ia that? I haYen't talked to anybo~ 
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JLR. GAWILE: I reco11111ended we go ahead and put 
these two organisation• together now, and that we put 
them in charge of the Federal keserve people so that 
we are assured that we have ever,rbody's help. 

"" Now, you will find as you talk to these other Statea, 
Mr. Secretary, that I think Chicago is a little bit of an 
exception, I think we have a particularly friendly 
rel ationship out there between Yr. Young, Kr. Collina, 
and .llr. Patton, and .llr. Ia bey. All of them are working 
very well ~ogether. I think it is easier for thea to 
adjust theuelna to a te!llpor&ey prograa than other 
sections of the countey. I aa not thinking alone o! 
their iarticular problea in the Seventh District, be­
cause ! they are the only people who have a plan that 
works, it isn't going to help the program. I am 
tninking of something that will work for all of thea. 
I think you are going to have to aettle the problem of 
putting these two organiEations together. 

H.K. JR: How would you put them together? 

JLR. GAMBLE: In the manner that I r eco!DIIIended. 

H.K.JR: I don't see - you will have to explain 
it to me - refresh my memory. 

llR. GA!.IBLE: Ky recoDI!lendation waa the t we set up 
an executive di rector here, and under the executive 
director the presidents of the twelve Federal Reserve 
Distriota aa aupervisora of all the ~ar Bond operations 
both a• to 1peclal drives and a1 to continuing opera­
tion•; that under the twelve Federal Meserve presidents· 
that we have an adainiatrator in every State. 

The problea of whether it would be confined strictly 
to the State linea or whether there would have to be 
some division of linea within a Federal lltaerve district, 
I lett open because I think the presidents are better 
qualified to an.wer that problem. Hut under them they 
v:ould have an adainiatrator who •ould have all of these 
forces unite~ twelve aontha in the year. ~hen you caae 
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up to one of these drives, then turn the WBOle orfani­
zation loose on it. Then you would have the spec al 
drives which would, in effect, be tae .... thing as tha 
Victor,r Fund Comaittee, today, headed up b7 eo .. 1alea 
bead, aDd be would epend all of bia u .. froa one drin 
to another planning with all of the people in War Saving•, 
or War Bond, or War Financing, or whatever you call it, 
tor the big joba that lie ahead. 

H.M. JR: You may be right, but I am a little fear­
ful that if I try to force that now, I would just have 
too much trouble, that ia all. 

llR. G.u!BIE : I think it ia the only way you are 
going to get tbeae people to reall7 work, Mr. Secretarr. 

H.¥.JR: Here ia the onl7 Federal Reaerve dietrict 
I have been able to get to come to a volunteer agree .. nt . 

Now, CoJDe made a suggestion - I am juet thinking 
out loud - which was a little bit different. He said 
to make the president of the Federal Heserve the Treaaur, 
representative, and then han a State organization for 
the Treaaur,r and go back to, sa7, the way it waa in 
New York, where Perr, Hall used to be a section under 
our ~ar Bond adminietrator. That ia the way he waa · 
last Kay. Is that what 70u have in udnd? 

llR. GAMBLE : Not the same . I think you have to eet 
a pattern for thia job. In other worde, I think that the 
special drivea committee, which would be set up alongaide 
of the War Saving• organization, baa to take on more im­
portance than we have -ever given to any particular opera­
tion because I think one reco~izee, Mr. Secretar,, that 
on them talla the big reepons1bility for financing the war. 

B.¥. JR: On whoa? 

KR. GAIU!LE : On the apecial drina colaittee wh.ioh 
would take the place of the Victor, Fund. But for thea 
to do their job now or later they are going to have to 
have the help of the retailera, they are going to have 
to have tne help of the farmers , and of everybody in the 
community. 
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Now you have an organisation tod&J that apent two 
years organising these varioua groups. It you want to 
get the real benefit of those groupe - you aay not need 
to in April, but certainly before we get through - you 
ought to put them toge~her. 

H.M.JR: Let me sleep on that. 

MR. GAWBLE: I went through thi1 in detail with 
Mr. Young and Mr. Patton, at your 1ugge1tion. They, 
I think, agree on it. Mr. Iabey doe•n't . 

H.K.JR: Let ' s go left to right. 

WR. PATrON: I agree on it, with ao• aodifiaatlou. 
In the first place, I agree with Kr. Gaable, entirely, 
that there ought to be one organisation. I think it 
you were going to ask the Federal Re1erve bank presi­
dents to take the responsibility of manafipg that or­
ganization, they ought to hav~ the deois on &I to how 
it is going to be set up. I wouldn't diagram it for 
the new management quite the same a1 Mr. Gamble bas. 

MR. GAl!BLE : You have the organhation, Mr. Patton -
you don't mind m1 answering thi• as we go along? We 
have the organization . Wr. Patton is going on the aa•ump­
tion that we would organir;e an entirely new group .like 
the Thoaa1 recommendation. I think that the war will be 
over before we get them an organised. 

I think we ought to take advantage of what we now 
have. I think it is up to the president of the Federal 
Reserve district to adjust himself ana his organisation 
as quickly a1 he can to the job he hal to do. Certainly, 
if he starts with 10methinf, he i1 going to do it taster 
than if he started with no bing. 

MR. PATTON: Pardon me tor differing with you, but 
I only mean to make J1118lt clear. I only mean I -.ould 
certainly .expeot them to take advantage of what exi•t•. 
I wouldn't tell them exactly how they were to take 
advantage of it. I wouldn' t put a new management under 

.. 
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t he Secretary's direction and aay to do it thia way or 
that way. 

MH. GAMBLE: That waen't a part of the plan. 

MR.PATTON: In other words, rq diagram wouldn't COIU 
down as far as yours. ~ 

lffi. GAMBLE : It would go down to the Federal 
Heaene bank and atop. l &II interested in what n han 
been doing for two years and not throw it out the window. 

WR. PAXTON: They ha~e a chance to find it out and 
wou.ldn' t throw it out the window, 

MR. GAWELE: We would be guilty of folly, to do 
that. That ie something I think they would detenaine 
themael~ea. You can't gi~e them a job and tie th«m 
up; I agree on that • 

. Ma. PATTON : That ie all I am saying. 

J.IH. GAWBLE: That ia not part of rq reco-andation. 

KR. PATTON: It ia part of the chart. 

KH. GAliBLE: The chart tuee ad~antage of 11hat I 
now han . I don't think JOU oan I&J JOU are going to 
throw thia or that awa7, or anything elae, You he~• 
to work it out. 

WR. PATTON: You don't han to tell thea juet how 
they are going to uae it. • 

H.M. JR: Did I interrupt JOU 'l 

~ PAXTON: No, air. I juet want to make it clear 
that Mr. Gamble and I are in exact agreement that there 
ought to be one organisation and it would be much euperior 
to a patchwork job. That ia rq own peraonal opinion . 

H. loi.JRt but !or the April drin'l 
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MR. PiTTON: Of cour1e, I was encouraged b7 having 
Mr . Gamble agree with what I have felt right along, 
that if the thing could be done and could be on a 
permanent basis, that it could be effective for the 
April drive. That is lllf own feeling, but lots of people 
doNl here han told me 1t couldn't be done. Jr. G111ble 
thinks it could, and so do I . 

MR. ISBEY: I think that we ought to go all out 
together on this drive, and that we oan aalce the quota 
and that 70u ought to give it 1eriou1 consideration, 
because t here are other things involved hera than 
just we can settle as an over-al l picture, and to see 
this d~lve function together, now, I think that 70u 
would get into the same thing we are talking of here 
between Mr . Gamble and Patton - of who i1 good and 
who is bad. 

Your orders as a directive is to ever7boqv. Both 
groups are to get in and pitch and do this job. You 
could see how the7 function, end certainl7 know the7 
are delivering the goods. 

H.M.JR: George, do 70u want to get in on this? 

KR. BUFFINGTON: I believe in the one organization, 
but I question that 70u have t he time between now and 
the April drive to consolidate and work out a permanent 
organisat ion. I think the plan that we ban now, if 
it will work in all districts as well as in the Seventh, 
or as well a• I know it will work in the Seventh, I 
think we ought to work it out and if it proves to be 
a good plan, then later give that reaponsibilit7 to t he 
Federal Reserve president. and let t hem decidt how the7 
would beat utilise all the available personnel that ia 
now working for the Traaaurr. 

H.li.JR: lir. Young? 

lo!R. YOUNG: I went onr thh plan with lir. Gamble, 
and I agree 1ubstantiall7 with hla. But ~ only thought 
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about this was that we didn't haTe sufficient ti ... 
I agree with Mr. Buffington. Thia afretaent wt drew 
up liere waa, u far aa our dhtrlct 1 concerned - I 
belieTe that is the onl7 fea1ibie pian, right now. 

138 

Ma7be Mr. Gaable ia right that we could do it now. 
That would be desirable, of courat, if we could, but I 
just question whether we have suffioient time • 

. 
H.W. JR: Mr. Co.UiDsY 

WR. COLLINS: I belien we han bban such a plan, 
Mr. Secret&rJ, and I aa agreeable to putting it iD as 
soon as we can. As long as we can't sell Mr. Patton 
on the last pian , I think Mr. Gable '• plan worka out 
very well. I question whether we han enough time to 
do i t. I would like to see it done. 

H.U. JR: We!l, I think we all feel that eventuallJ 
we are going to have to haTe a Treasur,r sales organiza­
tion. That isn't a verJ good name, but I can ' t think 
of a better one for the moment. Somebody can. But 
I mean a Treaeur7 bond ee11ing organization. 

WR. ISBEY: Vlar Finance. 

JUt. GWIE : . I think that 1a nrJ reaeonabie that 
you have to adopt so• plan right now, becauae iD the 
minds of thtse people ie going to be the thought t hat 
there h going to be aoaethiDg, and the7 are golD~ to be 
confueed and say, "ihat is it going to beY Is th1s 
something we are going to be doing t .. porarilJ, or some­
t hing we are going to continue to doY" 

H. M. JR: As of tonight, if I could put thh acrou 
I would be satisfied. I can put it aero•• because if 
I want to ask the people, I em sure they will do it. 
I am hesitant about going tht whole wa7 at this time 
becauae I am not sure enough. 

I don't think, eTeu if I drew a directive froa 
this memorandum and thn gne it out, I wouldn't expect 
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that each Federal Reserve bank president - each of the 
twelTe districts - would carry lt out the same wat, ant 
more than the twelTe district s or the Victor,y Fund, 
all use the sam~ taotioa . 

MR. GAJ.IBLE: Not expect them to be generallt em­
barked on the same kind of a program? 

H.l(. JR: Yes, lay do-.J. a directin, and if neces­
sary, in a week or so it Jt didn ' t go, I would fit to 
the district and ait with the people and ~et the thing 
straightened out. But just abe wat the V1ctory Fund 
used certain tactics in New fork, and in ~hicago thet 
used others. In New York that haTe teama of banks, as 
I don't think tou did . Each bank had a team bt the name 
of the bank. That didn ' t mean that l.hicago had to han 
a team. I belieTe it worked, and they had competition 
between the banks. Isn' t that the WI¥ it worked? . 

MR. PATTON: Each bank went out against the other. 

H.M. JR: It seem,d to work in New York, but not in 
Chicago. It wouldn' t have to be oompletelt tight, but 
they would know that this man , as the fiscal agent for 
the Treasury, was the boss of the district . 

liR. BUFFINGTON: That is wh7 you want to stop with 
leaving that responsibilitt with the Treasury. He knows 
conditions in his district . 

• 
!1 .:.1. Jl: He ~d have the authorlt7 to ask each 

State administrator to cooperate with him. Then it 
would be up to the State adminiatretor of ~ar Bonds to 
see that thet came through. 

liR. GAJ.UlLE : I think that ia fine, as far as that 
goea, and the ::>tate administrator would, but he can't 
deliver the people to the president of tbe Federal Reserve 
unless he can tel l them where thet are going. 

H.M.JR: ~ell, he will have to work it out . Let 
this thing - he will be able to tell them. 
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1m. GlllBLE: Of course, l think probablJ JOU will 
want to diacuas thi• after JOU haTe heard from all JOUr 
diatricta, beoauae JOU are going - aa I understand, 
you are going to take a composite , 

H.M.JR: Yea, I have to hear froa Hew York IDd 
Philadelphia, toaorrow. 

I don •t think I can go much further tonight. 

Thank JOU all , and if ;you will be on hand in tlie 
morning--
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II~UTr:.; OF llfZT~G 

• ,.1 <- Februar,Y 191 !943, 11:00 A. II . r.oaa-'• • .a a"' ..u. _.... ' sut Win&, 11h1t.. llowle 

Preeeott Tba 111.rector (Pra . idin&) 
: llr. Yiicluard 

llr . Jones 
IIi.. Perkinu 
llr. BelJ. (act.inll :lecretery of 'i'J'euury) 
llr • ...U.th 
IIJ·. llrown 
llr. .l.laYis 
llr. l!cc.Lee 
llr • llcHilt.t. 
llr. .l'J.&Dtiera 
llr • Or<HIIl 

.L. The ll1.rector annou.ncecl thAt, bat••"" Dec•b•r 15, 1942 ancl J1UJ11ary 15, !943, l.h" coat. of l ivin!l bad ri~.m . :l ot et>e porcent, til~ emallos~ incr""s" in maey aonthu. Mise Purkin• statue! Ulat this lncr•ao wo.o d11u vrinci)'&J...i.:> to tho r1£e in vrice of aUk and f'llals. The D1.r..etor ax;.•·• ••ecl tn• opinion tl>at thi~ r<i<lllct1on in tho rete of incrouu was " favor able •1gn. lliaa l'ork1na aluo r.,.&rkecl that 1\•• •papvra b&d &H incr ... oecl th .. ir pric"" ucently, and llr. Brown utaua ti~at th• nwa prin t incluet.ry 11 reqlle• t.in& an increase in pr1co of thoir commodity. 

140 -I\ 

~. llr. Bro.rn GlllD&J'becl a stat ... ent, later eirCil.lc.tecl among the •<Cbora of the llo<.rcl, wil.h ref .. 1·ooce to thu effect of th" Prooiclent' a 48 ho11r ... ek Order 11pon t he coat or Uvinl!· HJ stated that, in cen6ral, uut ,.lrofi td of inOUdtry were .. ;..1e to absorb trbat.ttv-r cost. incraa_,s •c•ud be antal.Lecl by t.ll• inore111ecl ovort.iao payment~ . '1'1111 total increas e in coat• will not amollDt to more th&n e.L,.LUO,uvu,uoo, ancl probably leaa t.han thb ~-, since 11«1t pf thu r ct.ail and serYice in<>ll..trioa are not . .ubJ• ct to tho o-rortiae NC~Iliruont< ot th .. l'&fr Labor :.t&nclarcle Act. On tho oth .. r h&n<l, 111<ill~tr1al profitd for 1942 wer~ "bollL t •.L9,000,000, ooo. l.ia. flllll<lar• cot~~~~JDtocl upon the m1~lea4inl! int•r;>r utat.iou wbich the " " York ti.Ja•• alld other newapaper~ hac! 1 J.ececl u1on thi• B:xHilU ... Order. lir. IJavis COIIIIJntecl that often thore a io;ht be an 1noreaao in the ut1J.itat1on of elU.s tin& .!ant """ th• eJU.aU11,. labor cupply which WOW.d iD vurt C<'lljloDIUlt• for the incre&aecl OVIIrt.i.>a p&ya ... ta . IUIJ Perkin• axyrenecl tb·J opinion tha t Ulot infletionary .. r teot ot th e .;xacutive Order w.LJ..l be v ,..,. 11118.1.1; alld tl"'t t./18 reaJ. ; roblea 1d t.be lncr.• • ecl vw·cn&ain& • ..,.,. already cr.,. tad by incr Meecl • p.l.oyaent. 

Ur. oecl e¥ stated tnat, while incl11• trial prot1tu · 1n &dneral IDO.y b. uibh•r 1 th .. ra 1>41 b.l b D~b..r of COt1S~~r ,;oocls inclustriel in • n1cb the •reins a u not .utfichat to absorb thtt incrauecl a ... rtiae ?&)'II>JDts . llr. ilickt.rcl abar.-.cl thia " l'Pr•heaaion , and t "lt that in the 
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food ind\l..tl')' there lli.;ht be IIOIIIe dAu>ger that tha incr•aecl ooet would be ro!• ed bacl< upon th~ f"r11er. . The Director Mt.atecl that, on the ot.bor b&Od, app.Lication of the 48 bour work week wCN.14 r .U-.e ·110re t.ban " llll.Lioa workvr6, th.,..eby a .. lng the pr~:seure on t.ba acri...Utural u bor •'UI'PJ.y • 

11r. Gr..., a u o ot.llecl thv bocuod'u a tt....Uon to t.be tact that t.be ,. .. ource1'11.Lneoa and ski!! ot unag•ent and labor would uncoftr w~ya ud aeana o1' increuin& eff1oienc;y ao as to absorb a .. alura ot t.be colt incraaue necaaait.at«< by ovort.iaa pe,)'II'1Dta. llr. )'J..andarl .tatecl tblt the probl• o1' ourtiae in connection with tha incr -.ecl worl< wael< i s not e .. o1Jtt1al.l)- a ,..,. , rob.l•· .t. J.ar&e DUaber of workera in h""v;y indus tr;y have alr111cl;y be . n workini 48 hours or aore, 10 that el.iaination o1' the ovartiae pa;y wO\Ud conetl t.ute for t.b• a cllarp ,cut in the week.Ly pa;y "11Ve.Lo~. llr. Flander• ex"reu1ecl th8 opinion tllat toe ul.Jainatioa o1' overtillle in nie own ,.J.&nt, fot· instance, wou!d ban a very unfavorable effect upon aoraie and production. 

llr. J!ecJ.eo a&reed tba t it would be iapollible to ellaina t.e OYOrtlJae pay a t tho present tiae wnen so IIMIIY wor.keru &rd alr .. dy re­ceivin& it. Tberefore , he 1\li&Utecl tbd pe,yaent Of pr.tua wages in •u ll<lcds , e.nd t.b .. deduction of t>ll percent. of onrt.iae pa;y troa incoaa taxes by tllo10 eayJ.o;y •ra who are not in the exeeaa proti to bracket. This , be folt, wo\Ud ut~rilize thot inere&lad . urchauin& •'"""r• and ov•rcooae t be resillt.Anee ot •,ylo;y~r• to increa•ed costs . llr. Dl.'fia rdpJ.ied t.llat toe pro;>osal of t.lr, &eclea m.l.l:ht aia,l~ result in the r uuction of existin,; ll&r Bond :;urcnauea b;y wor.kero . Jilr, &chi st.lted t.bat llritlab .,nd Canadian experianco lliibt pve rise to a contrar;y inference. 

Mr. lloliutt r<illl.d to til• Board a , .. ara! da•eri;>tion ot' the ID&Mer in IIIIich th" ~ar llan,10w•r l:om=.J.aai<ln proposed to apply the 48 hour work week in tho varioua indwot.rie~ and r~giona . This ae110randua • as J.a t.er eirculatecl among toe m.JliOOrs ot tha Soard. 

Tile Board Dodj owned at !:J.O to ••• t. &i&ln on llareh 5 , 1943. 
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6. Tt.uo \o not ·•~n a Jlda Lila oaH tor U.. u..-at. that the ~ or 
onrtl.ll• vill - . . ..... u,. .-.q\lire ... adJ\l·-·' ot pr1oo .. ulaco - 1a 
orroot. At • • • ,, .... g. oa:r-t.• t or a ......ruw...r -td be 1 ........ ..,. 
8 V3 parent - 0 11 tho ao-ptl• t.lla\ P""rlO\lelJ he vao opara\iac IIJ 
hO\lro ond paJhl DO Oftrt.l.lla Uld, uador the ...... u.,. ON«, -u - paJ 
~l.llo-oad-o-balr oa 8 add1\1oaal "-•• 'lbe ottM\ or the o....U.O ,.... 
praa1ua 110\lld be OODOldorablJ -llor parooa\a,..,l .. Mool& .. or the fU\ 
that. l a bor ooot.o are olllJ a rreot.ioa ot \otol -u or Jll'OIIoM\ioa. 
Dat.ollad ot.adl .. or 1w!h1-l 1...,..\r1oo aDd t1ru vouU ...., _,....,. \o 
pro" U.\ .-..11\J prioo "Uia&o -u oolld \o...., 1-Md ia 0111 
part.iolllar .... , 

7, Tho aara tu\ that. MIIIJ plaat.o ;oretorr-4 \o ...U • a 1/J-bRr "bit te 
boot -li&Olw proof t.llat the ooDI'u" ~ ot \M lair lA .... 
St.udardo .tot vao JII'Ohl'ldU'fO r- the poia\ or n .. or ~- ...... *"'T o\llar faotore a-'M t«r \M todal• at ft- te I b .. a 
40-Mv oablldalo. Ia u 1-~ \lctl\ la .... ~. ~ tu. .... w to ra\ala a laber .,......,. \o enw ,....,. lao.- \o \M __. 
Mr'flooo or \o ot.hor 1116uvtoa. **" tu. ..,.. .. , ...._. ,.. .. _.. te 
GtaM '-ro ....._ .. , - ""'"'&'l \Mr..,.. laei .. --· \o lMM\r1eo 
otforl.ac hl&hor -klJ l&l'al.,., thou ... ~ ot outpa\-. tnltat ... 
Ia 110111 luta-o, vorl< .... _.,. wUU .. to ~· ia _., NioaiiU t a\o 
..,..a""• oopaoiallT 1ft tho aaoo or -· -lten\iou at lloal- ... 
bOI&oohold roopoaol'ldll\lao •de owr\iae 1001'11 ..Uol.ftllla, ,., l'llllr, 1a 
MIIJ ootobllolloaato, tho operatl"' JII'OOan wo .. Ju\od \o a AO lao• 
oohadl&lo aDd lt vao ..,.,...DlH\ to -\1- oa t.be\ IINio u 1-. u 
pooolblo. ( 'lb• ooau __ ,.... .... 11Mhlov1 .. an opaalal =ap'•oJ ..... 
t;rp1aal ..... aH \o .... toulld la \loa IIO ...... bla M..ta.WriJII .....,), 

a. 'lbo _ .. , or . .. ..u.. ~- \o be pait I>Mau.oo or the ~ at u. 
a.-u .. on. 1a oo -cl'libla \loot 1t. 1o • a1110r .... 1._.u. 1a t111o 
.. ooral problaa ot tatlaUoa. I\ wo the wrtau...ft ot ••-,.... 
(1n o dW&Uoa o! D(NII\lac _,a pa:paaat.o) wloh pw rl .. \o U. 
latlaU....., ..,, - o.U.W a\ beW... ruw- ut '"'-V Mtl! .. 
dollare. hrtllor ~ ot - -• poda wU1 la\aMU7 tlilo 
latlaU....., daac- ..,... \MD t111o • ..... ,... ,.,._w a\\rl....-.llla 
to U.. ..... UW ()rMr, ..... the Ul II\ \lla\ tlilo 0rMr 1e iatla­
UoDUJ , .. •• l.U.s.Ml -. will ..-lw )0 pai'MII\ adtlUeal. 
vap pa:r-a\o tor produlac (approslaa\alJ) J0 pereaM liON IN\pa\ le 
aot par\iOI&larlJ rot.fta\ ,.. " 1\ 1o HJSt uli.UlJ \lla\ \llo ~ 
ot eo- 10'14o will be Mia\alMt, fto iatla\lo...,. •ftM\ at \lla 
Order oOIIld 1>e llaol'ldllaot ..,. ...,..an ot t111o o••H• 1a t111o r- ot -
bolide, lat. u. ,......U Jftblaa at iatla\ioa 1• Ut\la ........ 'IIIJ \llo 
Order. taa\loa, ra\loDlac, ...,alaol')' an.,., _, •Mitt• aDd o\'llllr 
4n1•• an \lla -- of aoll\rol 111r 'lllllell t111o .-1 prollla ot 
latlaU• 1e ( ... ebooal.t lao) appo ....... 
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ECONOiliC EFI'ECTS OP L!ANDI.TORI' t.e-HOU R WE£K 

U& rrinor s. Eccleo 

Ua.npowe r .Upecta: 

It is esaential that tho LB• hour order be applied flexibly in 
each l oc&li ty, 1t 1 to inflationary p<>tentio.ll tioo are to be lllinim1&ed. 
Wo r llanpowor COI!lllliulon apparently 11 in ar;roomont on thil. Piano call 

fo r: 

1. Exempting ti rma with lou than B employoeo1 

2. Exempting aolt-omployod workora and domoatlo aorvanta; 

3. Allowing tor toohnlo&l pro4uotlon problema lnvol vod In 
bo.laneing dopartmonto and •1nto.1nin& a1:10oth plant 
operctlonaJ 

4. Allowing tlao tor roaoblng a tull 46-bour bull t>r&duallyJ 

5· Applying tho ardor l..,..dl&toly only to tho 32 labor abort­
ago aroaa In w!Uoh tho llanpcnrer C..-iaaion Ia prepared 
to ut ill•e in othor joba workoro roloaaod by tho ox­
tenaion of houra1 and 

6, Exempting part- time workera . 

140 - I( 

In each case, the baaio teata ahoul d be whether 1noreaaiDg hour• 
t o 4B wi ll roleue l!l&llpowor wbloh c&n bo tranoterrod to good adftDtar;o or 
will lnoroaoo outpllt of war or eaaontlal civilian r;ooda and aervicoa. lt 
Dt lthtr of those thinga ,Ia to bo aOC>OIIIpliOhed, hO\Irl ahould DOt be 

lon&t bonod sine>e lon&or lloura -r drive !'rca tho labor force wcrkera (houoo­
wivoa, handicapped or older poraona) wbo o&nnot work long hours , and prollli\1111 
re.tes tor overtime will n.iae labor coata unnoceaaarily, reduce proti ta, 
and lntonoity pressure on prioo ooilinga , 

Aa a practical matter, f'oroed roduotiona In houra ahould bo made 
In aomo linea. Rot&ll atorea in aoao areas, tor example, ahould be pro­
hibited f'roa working ""'ro th&n 30 houra . Such a lllllitatlon would force 
tho otoroa atf'eoted to obta~ thei r labor rroo amonr; tho poe>l or poroono 
who oan work part- ti.J::lo but who o&nnot 110rk tull-time. Tho grcnrln& noceo· 
oity t or bringin& - r riod women into tho labor torco In largo n\ll:lbe ra akoa 
it l&poratlvo that opportunitloa tor part- tU>e employaent bo increased. 
Thh h ontiroly cono11tont with tho ~ui,..,..nt tho.t tho rogulo.r tull­
tlmo labo r forco lengthen Ita houra ot work. 
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Tho followin& estimatoo , obtained tor confidentia l use, show tho 
current pattern or hovra worked by all penon1 encaced in non.a~rlcultura.l 
act!vitlot (oxolud1ns armed t o rooo)\ A.,.rago bouro worked in January tor 
all nontt.m peraone .wa• 44. 6. 

!lOURS WORKED IN NONAGRICULTURAL .I.CTIVITIES 
January 1943 

Total ecployed 

Under 30 houra 
30·34 
35·}9 
t.o 
41·47 
48 
49 and over 

111ll1ono or 
nontarm 
work:en 

1.2.3 

3. 8 
1.4 
1.5 
8 .8 
5. 1 
ll .5 
10. 2 

Po r cent of 
total nontarm 

workora 

100.0 

9 .0 
3·3 
}.5 

20 .8 
12.1 
27 .2 
24.1 

Sicilar data s howin& the dlotribution or houro are not availab le 
by industry . llowovor, other tig>.~rot ovailoblo provide rough indications 
of tho aroao arrootod by tho 48•hour order. Uoat induatrios manufactu ring 
dur&blo goodo are already operating oloso to or abovo 48 hours. Tho only 
important oxoept1one aro blast furnacoa, s tool workl, nnd rolling mills, 
l~bort ~nd furnitura . AI A croup , induatriOG producing nondurablo goodS 
ovorcgo around 41 hours. Taxt1los or oll k1ndo, loothor &oods , cancing and 
preurving, tobaooo, and printing o.nd publ1ah1ng avorae;o about Uo or loss. 
P .. nondurable 1nduatr1ea aTOrogo above 4' houra. 

Se•oral largo Do.nmtUlut&.cturing induatrie1 work around ho hours or 
leoo. Cool al.n1ng rooontly concluded a~:roo,.nto llh1ob will inorouo houro 
froa 35 to 1.2. Telephone and tologroph, eleotrlo Hsbt ond powor, retail 
tN.do, cmd. oooatNot1on are ell aro\ln4 [A) ho\lrl or l••• • 

In general , tho 48-hour order will atreot nonwar induotrie o o.nd 
thoae lllhoeo product• or aerrlcea enter direotly 1nto the col t of living. 
Hourly wt.&•• in theae induetriea are, on the a..-era&t, aomewhat below tboae 
In tho Industries already worlc1n& onrt1mo. 

Rororonoo to tho table on pogo 2 thowo that or tho 42 million 
persona onga~od 1n nonas rloultural act1vit1es, nearly 22 million are al• 
ready work1n& 48 hours or QOro, .1.n additi onal 5 million oro working loao 
than 35 hours and aro mainly part·t1mo workoro who are unable to work tull 
schoduloa. Thooe two croup• total 27 r.dll1on. Th11 number, at leaot, will 
not bo aftootod by tho 48-hour order. .l.bo~t 15 million poraono are loft 
whooo hou ro a1cht bo 1noroasod. However, or tho 15 million, It 1o oot1matod 

-
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6 mil lion aro OX""Pt '!>oco.uao tboy &ro aell-aployed, doaeatio aonanta, 

State and loc&l t;ovommant t~~~ployooa, or t~~~ployod in oatablbhmonta with 

leas than 6 workers. 

Tboroforo, it tho order 1a applied throughout tho country to all 

oovored persona in aurplua aa well u in 1hortage areal t.nd it no exem.ptiona 

oro .,ado other th&n thoao liatad above, about 9 million peroona will in­

crease their houra ot wort. OD tho aTOrat;o tho 9 million atrootod will haTO 

to work 7 houra or 16 por cent "''""'· thAD in January to re:ooh L8 boura . It 
total I:WI houra, and protUIIObly produotion, aro hold tho aaae , tbia in­

crease theoretically would IIOko poaaiblo tho roloaao ot about 1,} million 

workers tor eorvioe in the anud. toroea. 

u a practical matter, i t 11 unlikely that aa 11an,y aa 1 million 
workers will aotudly bo reloaaed aa a roault or tho order . Labor market 

rnotiona, auoh .. r;oor;raphio and ak1ll i-bilitioa, ability to tranater 
workera , etc., will limit .,..terially tho nwobor roloaaod. 

Coat-Prioo Aapoota, 

llot all ot tho 9 million workora llboao houra will be 1Doroo.aod 

arc entitled by law to proai.1111 ratee ot OTOrti=o. BoweTor, oollocthe 

barg&ining a,ro-.nts in 10110 oaaoa &nd tho proaauro ot oompoti tion with 

tina~ poyinr; promium ratoa will probo.bly roault in a larr;o proportion ot 

tho 9 million rooo1v1ng oTortimo re.toa. 

or tho 9 million, it ia oatimatod that about 3 million will in­

• ..., ••• thei r wort wook 9 por oont (4 houra) , their &Yorar;o hourly oamin&• 

4 por cent, and their weekly oaminga l } per cont. About 6 million will 

increase their work wook 20 per oont (8 houro) , their &YOr&IIO hourly OAI'D­

i nga 6 1/} por oont, and their weok.ly oaminga 30 por cont. 

On tho avorago, tho 9 million will work a 16 por oont (7 houro) 

longer wook , will """' 7 per cant ttoro per hour '\I'd 24 por cont por wook, 

tho &TOrago coat to tho ecployera atrectod 1a a riao in unit 

labor coata ot 7 per cent, it product! v1 ty per hour rOtl&ina unchanged, It 

eocployora do not roloaao ~ worlcoro, their p~roll will incroaao 24 per 

cent but thia will be otfaet by " 16 per cent inoraaao in output. It .,.. 

ployora releaao an oquiTOlont nlllllber ot workoro , the hig)lor woolcly war;ea 

paid will apply t~ a amaller nwober ot worlcore. 

It •IIPloyoro 1 labor ooata reproa""t one- fourth ot total coata and 
other coata reooain tho ..,.., o=ployero 1 totsl ooata will rile &bout 1, 7 per 

cent. Ullloaa cotta can be out , pronto will be reduced , ~oricoa will hne to 

increase , or d1reot· or 1nd1reot eu.beidiea paid to eover the rlte in labor 
coats. 
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Tho workers affected oonatitute a little o.wr one-titth of all 
nonfarm workers. An norago hourly •age .inoNaoe ot 7 per oent tor the .. 
workora reproaonts an inoreaee or about 1. 5 per oent When it ia apread o.wr 
all nonagricultul'lll ... , .. and ulariu. l in tonu or an eao billion _,e and 
ulaey bill , this, meana a totU inoreaoel Ntulting trom the ·4B-hour order, 
ot around t l.2 billion. 

U total produotion and ...., hO\In are inoreued and all ot the 9 
ot.1111on workers reoei n inoreuea in "'"ekly eamin11e a ... raging 21. per o .. t , 
the inoreue rill IUIIOWit to arow~d t4.5 J>illlon. Exoept t or the $1.} 
billion oauaed by p~ent ot O'Oertime ratea, 1\owenr, thia &11<\unt ia not 
attributable to the 48-hour order but to· the tnot that more MD houra are 
worked. Except tor premium I'& tel it maki.a no difference whether total man 
houra aro increased by longer houra tor oomo porso01 or by al\orter 1\oura 
tor more poople. 

On tho nolo, the not ertoot or the order 11 probably deflationary, 
GiYOn a labor s i tuation Which 11 beooming inoreuingly tight, the 48- hour 
order orcato& core man houri than ... old hno beon aftilable othemae. It 
no action bad boon taken, ccployora would have boon taoed with hirinr; moro 
untrained worke rs. Preaauro tor hir;hor baaio -r;ea, both troa -loyerl 
aeek1n& t o hold or attract worton, and tree worton. would ha•e been 1D­
t ona1tiod and mi&bt well hno roaul tod in aubatanthlly hir;he r baaio -r;e 
rotoa and costa than thole occoaioned by thia ordor. 

Po11c1ea RO<jui rod, 

Tho riae in unit labor costa rill be concentrated in thou 
i nduat riea and sor-.icea tho pricea ot •hich enter directly into the coat 
o.t 11 rtng. Theae 1nduatrioa and ae...tcea are alr .. dy being taced w1 th 
hi,har costa because ot aharp ourtailment of auppliea and equipment nail­
able to them. There 11 real danr;er that tho h1r;her coata rill result 1D 
hi&bar pricea ri th conaequont d-..da tor war;e increaeea, Strong action 
11 required new to pre'OOI1t the ber;inniDr; ot a new prioe-war;e apiral. 

On the income aide. the inoroaae 1n wa,o and aalary inooma re­
sulting from p&)'l:lent ot pf'Qm1um ratoa tor overtilno, .... t not bo allowod 
t o incroue turtbor the dilparity betwoon opende.blo inoomo and purohuablo 
sooda. To noutralho tho inflationary effoota of lonr;or hours at overt1.mo 
ratoa, workora should be required to aooept in tho form ot war aartnr; bonda , 
whi ch aro not redo.,....blo until attor tho .,.r, that portion ot their wookly 
oo minga which 1a attributable to oYertiJoo pN!I11UM. It would bo unfair 
t o apply thia requi,....ent onl;y t o thoao -rit•re Who reooho premium pa;y u 
a I"Cault ot the 48-hour ordor. For tho moat part, .,.r;oo ot workore whoae 
houra arc now being l ongthonod arc below tho -r;•• ot workers Who worked 
lonr; hou ra botoro tho o rder, 011 equity u well u adminiatrati'Oo c;ounda , 
it 11 undoairoblo t o diaoriminato botwoOD pereona reoel'Oinr; proaium pa;y t or 
ovortiao boforo o.nd after tht order. Thoretoro, it will be nocoauey to rep 
quiro all workera to acoopt war bonda tor tho ClJOOU.Dtl duo tbom •• promi\1101 
WO.&OI tor o•ertimo. 
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011 tho coa t aide, it 11 clear that this ordor 1apoaoo h19lor ooato 

on ecployera producin~; oh111an ~;oodAI and oomcoa. n.o extra ooata or 
ovo rtiM rat u are roqu.irod booauoe ot tho national intoroat in rele&o1D& 

mAnpower, in maintaining ot.ablo labor rolationo, and in proftntins 1D• 

tlati onary inorouoo in booio wagoa. Jmployoro in •u induotrioo who waro 
worl:ing l onger houro before tho o rder 1\avo had tho opportuni ty or inoludins 

oxtro oosto of o ... rt!J:Ie promiuma in their ooot•prico atruotureo and 1D 

tl\e!r Govorm!lont oontrooto. n.oretore , oaployoro whoao labor O<>ato in• 

crease aa a rooult or tho 1.8-hou r o rder ohould be accorded oilllilar con· 

dderati on. 

Tho boet ""'I to prevent hardallip to employoro whoao labor ooato 

advance is t o allow adjua tmonto in the ir to.x 11ab111 tioo, In moat oaooa 

tl\o Government will automatically abeorb a ohoable aharo of prollliwa pay· 

conts. !let i.noODoe will doolino by tho UIOUilt of inoreuod labor oooto 

and tax 11obil1 tioe will fall accordinGly •• by up to 90 por cent or 
prcho paymonto in tho ouo of exoeoa protito oorporotiona and by up to 
40 per cent in other cue•. Procedure• 1hould be derlaed to take oare ot 
tho romaiDins portion nf premium payr:>Onto lll\en relief 1a needed. One way 

of doinb thia ia t o grant additional relief t o corporation• without exoeoa 

profits inoo,.. . Tbeao would be allowed to doduot from their non:>&l and 

aurtax liability on am<Nnt equal to that port of their prot>l.w:> po.ymonto 

not a lready refle cted in lowered tax liability, 

Tho c oat t o tho Govortlll1ont of ,ronti"l; theao tax doduotiona 

to all oorporationa without oxoo .. p rofita that pay ovortiGIO 1a difficult 

to ostiG~&to. Such an ostimato deponde not only on tho •~>~>rotate amount 
ot pronium pO.)'T.Ionta but abo on tho w~ prumiUCl p~manta &ro diatributed 

betwoon oorpon.t1ona ::w.lclnt; oxceaa protlta cmd. other oorporo.t i ona. In 

any oaae, 1t o.ppaora that tho rosllltin;; reduction in tax reooipta would 

bo a::>all rolatho t o tho oooto ~t perlllittint; p ricoa to rho or of td11D& 

t o ll:111•o tully manpower available. Tho &ttoohed mo"orondua exploiM 1ft 

r>oro dato1l the propoaal t or tax roliot t n oovor, whore nooded, tho extra 

coats o f overt.1~e pa.ymenta . 

Conc luaiozu 

Tho 1.8-b~ur order haa o001e at a or! tical point 1n tho bottle t o 

prevent inflation. It io important that tho order not be allowed t o bo· 
oome an inatrwnent f or breaking down tho ooonolll1c atob1liaotion progru. 

Those a~&ggooti ons if put into operation will noutrali &o tho etfeot of 

premium pe.ymonta on inoome , minini &o tho proeeuro on ooata. and roduoo 

reJiste.nee t O tho e:rtonaiOD Of hours at pl"fflni\W r&toa , 

Attachcont 
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Tax lloliet to ottaet PNIOiWD Wage PS"*!ta 

The t;oTomment will b.ne to proTide ooae relief tor increaaed 

labor coate duo te premium p~onta on overtime. The granting ot tax 

oredi t is the boot -y to do it. It 11 limp lor and leu inflationary 

than an uyo~rd adjuotment or price oeilinga would btl it it lett oumber-

10010 than ouh tubaidieo and leu proTOoatift a preoedent tor tuture tub­

lldiea. By proTiding reUet throu&h tax reduotiaa, uu 1o •d• ot e.dtt­
lnr; adlllinittratin ~~~&ohinery, lloreonr, the tax -thod ottert a relatiwJ.¥ 

IIJIIPlO it approximate ~ ot adjutting the UIIOunt ot relht granted to tho 

need or the oorporotiona reoei Tint; it. 

Thtrti ia a clear oaae tor tolootiTo and againtt general relief, 

To .Unimi<e tho inflationary toroo ot tho roUot proTia1on, it ohould be ro• 

1triotod to thooo ti ma ..ni oh hno a real need tor it. !hat io, only thou 

corporation• ohould bo gi Ton roUot wbooo not inO<llllo after taxeo hao bean 

depressed coat. Deoirablo thou&h it u.y be, it 11 ilq>olliblo to handle tho 

probleo on an indiTidual fin!l baaia. SOIM g~noral domark&tion Uno ..,tt be 

drawn and an obTioua way to drtw it 1o between corporation• with and corpora­

tions w1 thout oxcoos proti to income . Tho ori tori on should be oatabliahod 

th•t r•miuma tor ovortino ahould bo abaorbod in oxcou protito income it 

poui io, bUt that they ahould not bo permitted to roduco no..-1 co do rate 

net lnco:te aft.or tu. U preiluc paymenta reault 1D • reduced norma la­
CO::te &iter tax tho freaaury ahould uawoe the burden by ~ ot tax reduction . 

Tho diatinotion between oxcoaa protito corporation• and othora i t 
odmittodly arbitrary. Howovor, it is oonvoniont bocauao it coincidoe with 

that drawn in tho tax lo.w and it 1e no more arbitrary than any other do• 

J:Al rkation would bo. .lgainot npplyin& thia dilt inction boro it -.y bo hold 

that the rel ief thus provided would bo too libero.l in~ oaaea . Surely, 
It could not be he ld th&t tho relief would bo inoul'ticiont and that excoaa 

prof! ts corporations should be elTon aimil ar oredi ta. Exooll profi to 

corporationa will be reimburaed autolll&ticall,y and without tpooitio rollet 

provisions tor up to 90 per oont ot premium payments duo to reduced oxoo11 

profits tax liabilities • 

• Tax lloliet tor Corporation• 

a, A oorporat1on with no oxceu prori ta income would be per­
mitted to deduot from Ita noma! and aurtax lla6lil ty auoh part ot prel01110 

payments as it not absorbed automatically in a reduced corporate income 

tax lie.bil1 ty. A oorporation with not inoomo above $50,000 and a oombinod· 

non:>&l and aurtax rate ot 40%, woul d thuo be parmi ttod to ottoot 6ol: or ito 

preaiwc p&ymento against ito tax liability. Thereby net inoomo after tax 

would be roatored to exactly the aount obtained prior to preai""' pa:r-nta 

(aoe attached illuatrat1on), Clearly, it would be ""co11i TO to parmi t tho 
deduction ot tho tull amount of prolllium p~onta, ainoo taxea are auto­

llll.tict.lly roduood by 40 per cent ot prelll.um payment• (or by a olll&ller por­

oontage it a lower aurtax rate appliea) duo to a roduotion in surtax not 

inco10o by the .,.ount ot premium payment&. 
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Ono m~jor oxooption to thia rulo would bo nooOIOQry. If tho 1ua 
or premium pnymonts end not inoomo oxoeeds tho oxoou profito orodit, i t 
follow• th~t tho oorporation would hnvo had not inoomo eub joot to exooal 
prof1 ta tax hod no promium been paid. ];/ A pa rt or tho prelliWD colt equal 
to tho .,ount of thla potential exoeu prof1 to inoomo 1o au-t1oally orr­
ut by a roduood oxoou protito tax liability, no acld1t1oDA1 relief 1o ro-. 
quil'td ar;ainot it. The orr .. t at;ainot nomal and ourtax liability ohoulcl, 
thol'troro. bo ~ per cent (or 1•"• if a lower 1urtax rate appl1ea) ot 
roaidu&l proaiwo pa1""'nt1 only , i.o., tot&l promil&l minu1 tho potential 
oxoou proti ts 1nccmo thu1 oomputod. 

In mst oases, no,...l and eurtnx liability would be autt'ioiently 
lar~e t o permit tho full offlot of tho premium oroclit (i . e., that part of 
overti me paymonta not automatically roflootod in a lowe r tax liability) . 
Vtltoro tho tu liability would not auttioo , tho oorporo.tion lh.ould bo per­
mitted to carry tho oftaot orodit forward tor a DW!Ibor of yeare. It i t 
ware doal rod to limit tho orodit more narrowly, pro. lione alonr; thoeo 
11nua ml~t bo included• (l) llaliof might bo roetrioted to an OIDC>Wlt whloh 
dooa not raiao not inoomo after taxoa above lut year'• fii;UrDI (2) Relief 
ml~t bo roatrictod to an &liOW>t whioh, it added to ourtax net inccae doeo 
not roho tho total above, ooy, 80 per oont of tho ototutory . xooaa profi to 
CI"'dit. 

b. A ooryoration with oxoeu profit• inooae would bo r;iTon no 
relior beyond that proVided automatloally throuih reduotion in oxcooa 
profita Uabllity. Had premium payments not boon made , oxoooe !lrofita 
would hno boon inoroasod by tho OJIIount of pro.Uum paymonte and oxcou 
profit• tax liability would have oxooodod actual liability by up to 90 per 
oont or this amount. 1J' 
1'u Relief . tor Nonoorporato Bulineaa 

rho above .plan applioo to inoorporatod bualnou only. It llir;ht 
bo oupplomonted by & oorreepondinr; oredit &gainot poraonal inooce tax li­
ability on inoamo arialnr; troa buainoaa aourcea. A provialon or thla ldnd 
would bo more ditfioult , howovor, and porhapa loao noooaeary. If eatabliah• 
"onto OCiploying loaa than oi&ht poraona are to bo exempted from tho 48-hour 
roqu1 romont, e. relief provition applicable to oorporationo ahould oovor tho 
lorgo majority of oases. Aloo , it 1o likoly that many emall buainoaoeo 
h•vo boon on e. 48-hour bub tor acmo time and ho'fO therotoro hod an oppor• 
tunlty to •4juat thoir price-ooet atruoture aooordinr;ly. 

Y It h anumed that priooa and honco saloa roooipte wollld ht.TO been tho 
,....., • notwi thotandinr; tho lowor labor coat. 
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Attachoont - page 3 

It tax relief -• to be prorlded to non-1noorporated bua!J>eaa 
the l!ne t..tween need¥ and other cuea would be d1tt1oult to drew. lo 
exla t!n& at atut ory d1at1not1on between no..-1 and exoe .. 1no ... oould be 
ret e r red to. Pon! bly a tax eredi t (tor prtlliua pa,yooenta not automatically 
reflect ed i n a lower pereonal inccme tax 11ab111 ty) q..,ld be made dependent 
on end be adjuoted to a deoline in the ratio ot net profita fro. buaineaa 
to total buo!neu reoo!pta below the ratio ahown tor the preceding (or 
another bue) year. Caaoa of greateot hardeh1p 1111Sht be met more o!111ply by 
penm t t!ng partial offeot or premium payment• a ga!net 1noome tax liability 
If • not l oll 1a .t>own from buainoae inoome • 

..... Regraded Unclassified



() (j 140 - S 

ILUJSTIIlTIOI 

T.U RELISF POR PIIDIIUII 'IWII PAYJIEII'I'S 

...... w AfUr OA:"fi 'tO 
Corporation Ino ... Tax bOilr 48houre 

...u: IPNUilt ,... 1 Propooal 

1. Gross •alee 1 1ooo1ooo 110001000 110001000 

2. Coat of gooda aold 

•• Wage coa t fbui<> rate) 300,000 300,000 300, 000 
b. llago coat preaiua) 25,000 25 ,000 

•• Other coat ~:~ ;:~ ;:~ d. Total (at' bf' <>) 

3· Grou profit from ulo (1 - 2d) ~£000 ~~.ooo ~1~&000 

"· DoduotioM 300 ,000 300,000 300,000 

5· Not income (3 - 4) 100,000 75 ,000 75 ,000 
6. Partially tax exs:~pt ino..,.o ~~000 ~ ~000 ~ ~000 
1· Adjusted not income (5 • 6) ,000 r .. ooo r .ooo 
e. Income aubjoot to oxoeaa profita tax,Y ... 
9. normal to.x not income (7 - 8) 95.000 10,000 70 ,000 

10, Surtu not incaao (5 • 8) 1001000 12£000 7~&000 

11. Tu:: 
•• Normal tax (~ ot 9) 22,800 16,600 16,800 
b. Surto.x (1~ of 10) 16:000 12:000 12:000 
c. Total tax ~g lR5l5 :!!! ~ ~B~ 

12. Not income after tax {5 - 11) 61,200 46,200 L6 1200 

1}. ru crodi t (6ol( ot 2b) 15,000 
14. Adjuated tax (11 • 13) 13, 800 
15. Not income after adjuated tax (5 - 14) 61 , 200 

Y Total houl'l ot fllllployaont reJO&in unc~ed but ""rlcora pro'rloualy OIIPlO)'od 

""it'W houra are ahl.tted to a 48-hour -•1<1 tho labor forGo 1a thuo re­

duced by 1/6. n..e-Olld•a-1\alt 1a paid tor oftrtiao. 

~It h uauaod that tho atatuto'1 oxoeaa protito oredit oxoeeda flOO ,OOO 

(item 5) plua t 15,000 (ltea 13}• 
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1a ~U:!.Dc .~.,. ~· •orrr ""~ ~ ,....u..•o CIIPW. lllnW 
1ahrlll'oto4 tile JliU'pooo ot tbe ~ h 'M ""- -• a "•. 
ot _...,... t• ,....,. ... oo..Uol -.. ._ -· .lll-'¥t• 
1 ....... Mlooa otopo s-41&-.1)' -.. JI'OYUo ter on1111Me e6 
\llo Or4ol' I.D i:lloeo 11'111 _. tllooo 1abnnoo Ia ~ "­
oho~ocoo ot labor_,.,_ ••• oftie. "* tiRe-•, l 
...... .S.lop..S to t.be ltlp-1 D~o ot ~ .... !leLJ A 
c-looi.Ga ~ -*laorl. •-.- *- lfiPU.oatS. ot • 
.,.... to ll'loo -' ia611V1oo wMH Ia •11' •• t • 
.. locNr _ .. rill oU Ia ollniatS., leNr ·-....... 
e.r• ia; IA1a& tJa.e 1Mr,.,......... :Ia tw 1=*'•1 replaU.. 
•• ..... oc~ ....... norrr - -. ....... I ....... opodftonUJ' 
&TOUM appqiac 1' 1-A.t.atelJ ia .,.... ... 'e+e RiM 

- ... 1te - ottoot -u 'M -.1)' • nloMo -~~:on 
..., oould- 'M .....U)' MoorliM Ia -.1.,_. -..,. 
...,1114, therotoro, ..-Sa ,....1.,... 
11a1lorq, I la\oad • i ... o opoo1t1o _.._., ~~ tM 
61 lwNr - 11o ooooa1111 1DIIutr1oo, ....., • .,.. ... -
l.afodoil bT labor oloortep -.. ftlola. 'lion•• ot t'M ..,... 
ot -11' utlrtU.o. 11'1 -lllq not lo_... Ia ~Mo~nrlal 
11'111 ...t wod4, \11-toro, not ¥o ootK M 1e)' *- -.,11oa-
ti.Ga of - ONor to nell ll'lllo fnlel fll .... la&•trioe 
.... l.....,.S.,, oolll alaSD&• -'111 l?latac. ?Ilea ....... _. 
tl-opor alalac• la ..-111, *- ._....,.,. W.wt.o• 
(o\bor t~oa acrt•n-> wUl " Melt wlta 1a tld.a ,... 
ftloor I.Ddutrloo wlll l>e _ .... laMhl' u 1IIMr •- Ia 
...... ot labor --..- ............ _,.... ,...w-. e6 
•-.Ia ...... 
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tO odopt it al I OOD a1 po11Sllle IID4 1'111a.. lllob WOI'tw. ir 
tu worlaor• eo r e1ea .. 4 ou be e>;p .. tl4 to tiacl lll ltall1e 
• p1o,..at prc.pU7, lt the worlaore \o 1>1 re1eul4 -u 

14o -v 

ut 1>1 1'1&4117 alllorW, tile •p1o,er 11 to a4opt tlot ••••== 
-~-lot lou tiled wit!> tlot- -powr C~lliOD a 
olbHY1e or releueo tr- Ide • P1.,_n IID4 ba.o l>lea -ltW 
1>7 t1ot 1lu' -powr -1aa1• t o pr00114 witll , .... l'll eae••· 
!1>11 11 lDtiPdld to clw till war Maapower c-teei• a 
oppoMwlit7 to tiacl ,.. • p1o;pnt tor .. oil worlaore lD •••..,tlal 
worl<, loDil tblrel>J taoillt,.te ordlrl7 tr&Dater , 

lt • ap10J11' 11 aot ocaplJiac wit!> tlotee pr.,.h1ou, Ill 11 
Fl'oldblted troa llirlDc a441Uooal _.laore, 

II• Pro'rillOD tor ll:ltoeptlODI 

1 - t\1117 ....... tllet tiler• .... •a:r 1<1D41 or • plo,..at 1D 

wllloll the a4optloll ot a •'"'"= &8-llour worb!MI< wolll4 11ot be 
teuibll or ..,1114 Dot etteet\l&tl till purpoe11 oL tile Or<lll', 

Ill the OOW'II of ... aftill£ 0_. I'IC"l&Uoca IID4 JI'OIMurll, -
llaft e >;plorl4 -7 1D4•tr111 llt~atio111 ill wbioll till uitora 
a4opt10D ot ,. &8-llo\lr aiDt.a wort.ll< ..,1114 DOt oa17 ooatl'il>llto 

IIOthiDc to the ,.lln1atioll ot labor e llol't-c• bllt aicht aotllall7 
be 41tr~tal to tbe ,.... effort, 1 h aft, tberetol'l, epeo1t114 

tb,.t tb• I'IC"l ,.tiODo eb&ll be 411lpe4 to obtaiD ooapl i&Aoe 
wit!> •a aiDiar WU'tial worltftel<" wbioll will -•r -t 
oil'o-uoee be &8 hove l>llt wbioll ~ be leu f ol' po4 I'I&IOal, 

Jll pllll'alo thrll Ohllll Of I'IUODI &rl l'loopbed loDil &1'1 

epoe1t114 1D the r•C"lat10111 ae ~t1t71Dc ,. wor~ek ot l••• 

tlut.ll &8 hOill'lt 

1) ...... a wort.ak or &a hoUI'I """14 be ,..,..uuallll• 1D 
'riew ot tlot llet\&1'1 ot tlot opont1ou1 ••C•• wllel'l a 
plaot 11 opontiDc tbr11 lhirt. or eicht hove aiDill a 
Mal por1o4, Ill ..... 0&111, tlot aiDt.a Wl'tiM wort.ak 
ot &6 hollre a1c1at be oone14erl4 1a ooapl111101. 

2) 'lllotre ,. W<II'DIMI< or &a bove ,..1114 Dot oootr il>llte to tile 

rl41l0t1011 ot llllor r&'l"i.-llh l "''" wbere tlot pre•­
lD a ..... paper eetlllliu....t 11&14 wort< Olll7 10111 ••vel> 
ealll cla,y to priDt tba da U7 re'l"ire<l ,....,. or oopl•• or 
tbe paper u4 1r ao aeet\11 pvpo11 WOill4 be ••rrl4 1>7 
u ep1Dc thea urr l•cer· 

I) ...... a 110rki!MI< ot &8 hov• wwl,4 oonlllot with aa7 Pe4eral, 

Stlte ar looal lew or I'IC"l atloa liaitille tlot b..,..l or work 

u epeo1t114 1a Seotioo 6 ot the ~~:~teouu ... Or4er. 
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Ill' · ,_. r. JJrM• -.- , ..... '*7 18, ltll 

a,lle I ...... tlla' ~~ will 'be ...., -pUOIUI _.... •• _. 

....... et tlleM 1CIIIU11lou, I llaw a,..s.tl .. 1llaM ia tlo111 -· 

*"- IMll M .. -..laalln Nl- Sfta ille JroYleiCIIIe ef 11ae Grier 

Mt ..,. •• -a..k all&ll &!._,. 'M , ... .,_...n ...,.r et !More 

1111 ,.,_ 61 teul-..le ia ille liP' et the a'MM .... l,lOIUI, 

,_. .,..., lata-\1011, I • •"ubl.ac • OOP7 ot 11M r..,.t.Uou -.4 flit 

\'be INU \o a1111 1:'be OrUr 11 bailie ia11:1all7 appU... 1111111 are 

..,.. .. t .... ~till War Mes5-r o.-ieAoaw Ill.,.. .. et •U1Ml 

le~or ....._,. 1a .t>iall &1.1 • ....,... t• 1:11• -~lll111U011 u4 -•nw.­
U• et llllor (1uls41Dc 1:11• wi~ ot - -1:rane) are 'Ml.ac 

a~~.na~oa. 
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: . 9;rrnes 
!'ubruAry 18, 11)43 

4•"er&l Affect Upon L&bor Coets 

The affect of t he len&thene~ workweek uron unit labor costs depends 

•~rec factora: first, wr.et.!ter t he !"ldustrie t to whi<'~ t'lo order is a;>plt~ 

p.y a p......UWD rate f or hours ir ~xce:s of soll8 s ;>eci tied number ( &enerill ;r 

40); 1 econct, t he extent to ~i<'n the applie~ticr of t he Order will actually 

~increMe tho nw::b!lr or hours to be ccr.~pensated at t.ha preml.Ull r atej and, 

th!rd, the effect ot peu ible lon!Jer hour• on &Yerr.ge pr<duetion per hour. 

I n establ1s.'unents .nic~ do not pey ove rtilllll 11t a prrn1um rate, the lo, cer 

workweek u::/ hr.ve no a!f•ct on labor coats: presumably, the addi tional 

pay w1ll be col:!))'lnution • :ocaeUy ! ar additional warlc. I! there 11 no c'l•ng• 

in hourl;y production , coe t s wUl be urchanged. 

I n establb'-nts which P"!' tiM-and-a- halt tor hours C>Yer IJJ, it 

workers affected b:• the order previ.,.,ol;y worlcad exacU;y ~0 bcun, an<! it 

as a result of the Order, they have increased their hrurs or worlo: to 

oucu,. 48, labor coeta (aaswol.r'l: no chnn&e in hourly o!ficieney) would 

be incroaaed by 8 .)) per cent (52 !:ours 1 pay for 48 hours of worl:) . Thie 

b the greatest possible e.!'.!'eet which the Order coula havo on •111 ut3blish­

• nt it efficiency is not chanced (except in those rare truotances where 

ovarU. rates beg.in bol"" ~ hours) . 

· It should be noted, however, that " 48-hour scheduled worknek 1s 

C-.lJ' reduced b)' 11orM1 absenteei.sa and turnOYer to at!out 46 hours. 

In thia eaaa, the labor coats would bo 1ncreesed b)' 6.50 per cent (~<;> 

hour a 1 pay for 46 hOIU'II 1 work). 

Purthet' 1 a&117 oatabliellmenta are &1 read¥ worldng wall OYer 48 hcu.ra . 

'!'ba latoat data o! tho Bureau ot Labor Stat1et1ca inclicata that tho 

nor.,. ~r of hours aetuall;yworlotd 1n &11 r.anuta~ induetrioa 

wu 44.0 1n IIOY.-ber 1942. Th1a aYeraaa, of eouree, includae 11&117' 

1nduetrioa aaintllining aeheduled warkneke of 48 houre and aboft . For 

uupla, the letoat reports o! the War Production 9oard show that tho 

an~e worker 1n aelocted ..tal induetries wari<ed 47.9 houra par WMk 

in Jan.....,..._equ1Y&ltnt to a acheduled workweek of SO houre or ...,.... On 

the other hand, houra 1n non-<lur&ble Jllatlu!actllrille ere I!IIOh lese, awna­

l ng in e ... !.ndulltriaa laaa than ~. fte.bing all ..nutacturi.nc indl>atriM 

t o • 111m.. 48-hour scheduled worloiMk would raJAe tho ""'"I'8CI haurs worked 

""U abOYe 46-probabl;y botwen 47 and 48. 'ftle Bureau of Labor Statiat1oe 

has eattatacl that a ~hour actual. workwek t<¥T all .,..1..,..es 1r. -

faetur1nc who worltad loaa than 46 houra in ll.,.,..ber 1942 (loa~~ 

tho hoo.1rs ot thoae who lfOrked M> or PIOI'e ) would 1nereaee l abor coats pco 

boar by 2. 71 pco eent. . 

u • ~~&tter ot fact the chq11 1n coats will n.rr hem 1ndutJ7 to 

induetr,- and t!'Cia eatablie'-1& to .. tabl.u•nt. The attached table' 

prep&NcS b)' the lure.,. ot Labor St.atiat1oe, ahon, !<¥!' ..nutact~ 

induatri• the •ount ot additional OYeTu. pnnoiua that woulcl haw 

Regraded Unclassified



0 0 140 - y 
• J uu F. Bymea - 6 - Febn.ary 11!, 1?1.~ 

resul t.ed tree a llliniallm 1.6-hour warlnnoelc t or .U ll&nu!acturlng rlployMs 

11• ' lov..t>er 191.2, lUll! the corresponding increase in labor coeto. It mt.;y 

be •~•UIIIed th~t eet.abl1ehoents 1n these indust ries located in the abortate 

4 reea.-"ere the B><ecutiYr Order 1e to be inY'*-<1, "re already worlc1rt: 

Jr~er then the averaze tor the entire induetr;y and thet t he increue 

would br correspondingly l eas. 

It should be r.ot.ed that these eatl.Mt • refer apecit1C.U:y to in­

c,....,. 1n unit labor coet.a. It bee bef!n r epeate<!l:r pointed out thaT 

lncreas .. i n the earnincs of ind1 Yidual workers will be eubetantil\ll:y 

greater. On the other bend, the 1ncreue in the total coet.a o! an 

i:-.cluatr;y or •t.ablielll:lent w1U be materially l eas, aepeniilns on the 

rotio o! l~bor eoata to total costa. I f 1 !or ax.uple, labor eoats 

...... 25 per cent o! all coats in an 1nduetry, thto e!!ect of the 

lencthened wcrlcwek on coat would be only one-!ourth M creat u the 

ef fect on labor coeta alone . Of COW"IIe, the et!ect Clll earnines e!ter 

tax., would, in 110et caau, be et1ll l•s• 
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TREASURY DEPARTMENT 

WASHINGTON 

IIIMOIUilQC OI MII!In or !D JOII'f 

001011!'!11 OI UllOO!lOJ or JCIJ-DDDSI DPIIDI!OUI 

.t. aeeUDC waa called. at 101}0 .t..K., lr14&7, llbi'UarT 19, 

1911}, 1Jl thl haatl Jizaaace Coaait\11 looa 1Jl the B~a~te ott1coe 

1'0.1141DC• !here were preeeata 

ae ... torll 
171'4 
Whlrr7 
here• 

1\lreaa ot thl Ja.dce\ 1 
llr. l.awtoa 

Dlpar-nt ot Acr1eo1tvea 
Oonraor llack, JQ.t. 
llr. Welle, :uDC 
llr,ICcOoaaaapq 

!he &MtiDC opened at 101}0. haator Georp 414 aot arrin 

until 121~ •d loft at 12150. !he Couitt11 reporter aa4e a ••­

cuphio traaaoript of tha ... u.,.. lleportera ...... prlllnt • 

..,_,or 171'4 opne4 U.. aee\1JIC aad aa1d that 0o'l"'lnn0r 

llack, rapr .. e..tiDC the a..n-eta17 ot ,Acricultve, would f111'Jlilh 

intoraation relatiYI to the reeatabliehaent ot the J.cional 

Jcrieoltval Credit Corporation. 

OoYernor llack nel tor the record a ahort ata\-\ ~ 

aar1•1DC the enthori\7 under wh1oh the Bec1onal Acr1cu1tval Ore41\ 

Oorporatioa waa orcaa1oe4 aa4 preTicut actiYitill with reepact to 

the e1tabU~t aa4 41uol'0.\1oa ot IACC)I.. le upla1al4 that 

lft1'70&I vu toa111ar vi\11 the poad\111\7 ot ahort.,. oo.,......i"C 1a 

ua1labll tiM nrp,p~ •d aaid it waa recop11e4 that ••.ou 
t..,ior, •t• 1a\o \1111 piotve, ..... 17. aaapover,a.a1Wl11't<of 

..,Upaea\ &4 oredito .. 1&14 the Departaet of Acrioultve W 
aploral. the &Tailable oredit r eiOIU'oea aa4 he4 btera.1ae4 to 
reeetabUih the IADO eo thin oo'O.ll. \e 110 queUoa ot lack of 

on41t tao1li\1e., 1e 1a14 loaa1 would be ..,. thrcuch \llie 

.... 07 Vhioh 010'0.14 ... caaeral 111111 oa the ore41\ ot the borrower 

eel ._100111"11 loaal 11'0'0.14 \e aele Vhioh V'O'O.ld be 1eoved 1011~ 

\7 the pr oo1141 ot \Ill orop., 1e qpla1al4 1a aon btall the -• 

'1,1ilfF!Nll! 1Jl IObl.oh \he •• orcaahaUoa 010'0.14 oparate aa4 ta14 that lo•• ,.'0.14 

h aele at 5~ to oner opera\ioae tor oae ai&IOD. .. &lao 1&14 the 

plan waa aot 1Jlha414 to ooapeh v1\h other aovoe1 ot acr1cu1tva1 
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cr edit aD4 \bat \beJ' ba4 e:qolore4 :plue to h ~.t looal 'b.ake l.a 

ext-..Ah& credit on the 'bade of ...... .,...,.~al paru\M.. Ia th11 

cclllliCtion he eaid that the aUcraqe had a4dee4 that t here wu ac 

lechlaUoa '11114er which euch 1011111 e>ould 'be -.4• oa \be 'bul• of 

federal cuar1111t111• llr. •laoll: pol.ate4 out that \be IADO ...,.. eell 

the aot•• Which 1\ tall:11 f r oa f-..o t o oo•erolal 'bllllll:iae iaeU­

tutloDo aD4 would 'be prepare4 to 1111 ouch act•• a~ 1/ 2 of 1jl 

without ree>our... It al•o aaid that epee>if1G laetJ'UCIUcu ba4 lleea 

Cl"" to field OCODtl llOt to CIC>~tl with other IOUJ'CIII of &erlaal­

tural credU 1111d \bat the Depart-\ of .&c;rle>ulture ba4 'blea aoMWIIa\ 

1urprhM at the attitude tall:ea 'b7 hnklllc la1tltut1oao after the 

"'" procr• had 'beea aaaouacM. 

h a ator 'VbeZ'Z'J' t hen uadert oolt a ,enwal l11terropt1oa of 

0oYIJ'IlOr llaoll: ... d aall:e4 a lluablr Of qllll\10111 COilCIZ'Illac cliffe.rea\ 

t7J>11 of &IJ'le>ultllral oredit 'b•lac -.4• IIY&l1ah1a 'b7 t» ~t 

ud partie>ularlr Ylth refarnca to the J'IAo Oo.-.noe>r Jlaoll: dlalll 

ha•h& movl•clc• of 11111 lafol'II&Uca coac•nlllc Ill &GtiYlUII 11114 

for a lhort While lt IIJlPIAZ'ed that ho would 'be a hc1Ul e wibll .. 

!1>.11 1ltuatio,. hoWIYer, cleare4 11p vhlll haator YliiJ'J'J' lhlf\e4 hll 

1lao of Cflll l\ionlac t o a,encl11 '11114er tho rca. Jlurlllc t hh dhoulloa 

0oYIJ'Ilor llacll: lalhted there Wal a ..... for tha IADO ud w• .... tor 

Yli•Z'Z'J' 1no11te4 t hat the oaae cla11 of lo11111 oe>uld 'be -.de thro'IICII the 

ru. Oo"nor llacll: otatld \bat llr. laldwla, head of the ru. had told 

hla IOilltlal ICO that all the fua4o &TAil&'bll tO that ICIIlOJ' had bl ... 

coaalttld. OoYerllOr llacll: al1o 1\atld' that t he PC.t.'• were looal 
coopw cU" orcanbaUo111 11114 ooul4 act 'lladertall:• t» claue1 of 1011111 

propooed t o 'be hall4114 'b7 t he I.Atl00 OoTerllOr llacll: alao 1ald t»re 

YOre ladicatiou that the food production procru will 'bl hladered lf 

the iAOO 11 not oot up. 

hnator Jrr4 polate4 out that the 1~ 'budclt .. u .. ~e 
hc111414 rall1tantlal - for the coatinllatioa of ru. Oo.,..or 
Black oaid that Ill 1011111 were Jll'iMrilJ' to co..u lhl l ow iaooae 

croup 11114 POA loue were to COYW tho hlcher laccao IJ'O"P• le laid 

t hor• wao a aald for credit facllltleo for the f~er• la the later­

al41ata Clae .. \ho11 for Whoa ftA 10IIll WIJ'I llOt &Tali.allle 'but Olllo 

could aot ... , the hicl> credit etc4ar4 of \he rCA. Oo"J'IlOr •lM:II: 

oaid 1a h ll oplllloa aoo\ 1011111 of thl IUOO Ylll co t o f-n aot la 

tho ru croap aD4 leaatore ~d and Ylleri'J' oouatered vlth the 

otat-t that ru 11 ooatlll4h& u a 'bull of lh riCht to 'be 

ccatlauld that 1t 11 a war aceaa:r ecacot la lacreaolllc food pro­

ducUoa. 

Sna tor Yliii'Z'J' ea14 1a hh oplaloll \be acUoa 1ouc1>.t to 'be 

Z'lachl4 Could probahlJ' 'bl COYered bJ' lOili fora of federal CU&J'UtM 

to 'bllllke CAZ'Z'J'lac theM lolllll •4 QoyerllOr llacll: acrll4 thh could 'be 

4oae 'but nell acUoa woul4 J'l(llirl 1te1olaUo~~o Oo.-.nor Jlaoll: aleo 

adalttl4 that credit wao aorthl Jll'laarJ' factor 1a tho food procru 

8A4 onlJ' WU the factor la lOili l&ltiiiiCIIo Be t aid , l.ll Cllllrala 
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IIUitlpover ODd an1lab11U7 ot equ1~t wre \be prbe tactore. 

!bere wu a .-oral 41ecu .. 1oa u \o \be uuat ot t.ILe 

or~r•haUon \o be eet up b7 \M IUDC -' Oonraor lllt.ok pobte& .,., 

t hat e:lioUac poroouel 1a the Pa.t. •atioat.l r .... Lou .Uooc1aUou0 

JU • 4 .A.A.t. 110uld be utllhM. ...... t or .,.. pobte& nt tbat tlt.en 

wao a larp reoerTolr ot porocuel 1a u. ... acaoiee ""loll •• at 

preoent o1'erotattM. Oonraor lllaclt 1aehh4 \bat hcre\&1'7 Wioll:u'f. 

bad clna iaot,.,...Uooa t o ban tlt.o a441Ucat.l 'IIOrll: ot IADO abocr'bed 

b;r uiotiac orca~~l .. Uono u 4 to colltiao the _,loJIIIID\ ot a441Uoat.l 

peroo11111l to the aillt.u.. 

...,..\or .,.. 1aqulre4 wbotlt.er ~ coae14eraUoa bad 'b­

cb.., \o e:~pa~~41nc the ...,,.,<:7 Crop ea4 r...t Loea orca~~i .. tioa 

which he ola1ae4 wu 4o1ac a coo4 Jc'b 1a aa1ti111 loeao to taraoro. 

Oonrnor lllacll: oa14 thh could not 'be do101 without ._. 1a l oclo­

lt.tion a~~4 tbe 414 not poraU thio action. .. poiated out \bat \be 

prooent loa~~ l1a1 t tor •11'1111<:7 orop a~~4 teed loa~~o 11 tliOO a~~4 
lochlaUon would t.loo 'be aece .. t.rT to br oedoa tlt.e purpooeo t or wbioh 

ouch 1 .... 1 could 'be udo. l&~tor IIJ'rd aa14 1a lt.h opialoa t1t.e ext.o._ 

lac ...,111107 Crop ... a lH4 Loaa orp!lhaUoa lhoula 'be ued .a aall:e4 

wb7 l ochlt.Uon bad not hiD ouba1 tted to 0oDCJ'811 t.loac \Moe l iauo 

Oonraor lllaclt poiated out tbat obta111111C loclolt.Uon 1o a t~ 

oon.-1ac operation ua tbat \be crop eeaoon wu here. 

In replT to lenator .,..,e 1acrcah'7 ao to Wbat ._.. 

Oonrncr lllacll: would recc-U 1a ext.otiac locillaUoa t o ezta4 

tho l'llorconq Crop ua r..a Lolll orca~~hatlo~~o 0o1'ornor llacll: 

poiated out II 4ota1lo 0 u tol.lowoa 

(l) Loa~~ l1a1t not 'be ra1oa41 

(2) Purpoeoo tor wbioh h.ad.o u:r ba uoa nat 'be 

'brcedoaed1 

0) ... IIIO'IIIlt a1'a1labll tor loa41ac ••t be 

1Doraaoed1 -' 

(II) latareot ratoo oboula 'be udo acre tlo:li'blo 

'••=-n'b aa 'b• r•'•• .r• ti~ aa4er 
;preo•i law at ~ 

...... tor .,.. · aoll:e4 Whethor l &elolaUca ba4 11'11' 'be• r­

aen4e4 t or tho JVJOII ot o1~11f'Tiac \be acrioultnrt.l oro41i ac.cloo 

••"'P -' 0o1'11'D0r m.- aa1a roco-"'aUcno ban 'be" u4l troa t laa 

t o tt..e to tho acricultnrt.l ~u.... 0o1'oraor nt.'* la14 b h1o 

op1n1oa coao14orablo olaoplltloaUoa ooul4 lie u4l 1a tlt.o u1ot1nc 

"""" 

.. 
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Senator !Jr4 requeote4 ;o•ernor llaok to turn1ah a crea\ 

deal of intonation for the reoor4o ouch ae the ll1la'ber of eaplo;,.ee 

in tbo Y&rioua acenciu under the J11rh41oUoa of the ~ 11114 the 

uoUDt of o.er-all oxpllll41tureo tor e4a1n1etrathe pupooe~o 
Ooyernor llack vao alao requlltecl to tnlllllit a otat•en\ ae to hoY be 

tboucht tbe IOJ. ooul4 be atreal1Jie4o 

!b .... Val a CIDeral clhouoioa &I \0 the nMl for rorlrinc 

the uco 11114 Oo...-.or nack aa14 t bb ... IIJ'P&I'IIll .... 2 or 3 _,be 

.,., 1JI Dee•bor, 1942. 

!here vao a ceural 41ocuo1oa et \be purpoou for llbicll 

loaD• voulcl be u4e 11114 tho UaUaoUoa botv .. a t.ho \vc elaeoM of 

tho loono ond the acUTiUu ef the ccraa\J oo .. ut-, parUCIIlarlJ 

with roapoot to tbe eherceo that IIICb •-1\\Me voro oolicUillc 

lo&Dio Doarillc a 41ocueo1oa of the propr1o\J of IIAI<illc loaao \broach 

tbo UCO t o tar.oro for the pVpOII of p&Jillc their iaooa• ,_.,, 

Oonrnor lllack oaid be •• aot.hiac ua-......1 1a t.hio praoUce. 

Doar1ac a 41ocuoo1oa of the ooua\J orcaa1oat 1oao ;o•eraor 

lllad: pointed out that \be coua\J orc•baUoa• are ooapoool of the 

at..irua of oaob of t.ho ~\J War Jollria. H aloo 4onlopod \hat coa­
erolU""- Qla1noaa of tho OouatJ War Joar4 11 Oba1na of t.ho ~tJ 

J.A.I. orpabaUoDo In a441 i1oa to t.he Ohail'II&D of the War lloar4 t.ho 

coW>\J c.-ittoM 1aclu4e one ether -cot. !bh ether .,.,.t 11 

4eo1pa te4 bJ the UCC to r eprulll\ u. lator..Uoa ohove that to 

date the ecento 41eipato4 bJ \be UCC uclu4e 725 ropreoataU••• 

of lOAf 6ss lara houritJ 111perTiooroa 7112 J.AA ropreoontath-eo, 

uouallJ \boll haa4111lc pqer for the OOOt S6 eaplOJMI froa \be 

._CIDCJ Crop .-&IHt J.oaa offie.., aa4 lSS troa o\ber acr1CIIltural 

ICIDcillo ot tbl lotal 4oaicnato4 \o tate ~od 1/3 ooae troll 

ocmo1eo under t.ho lCJ., 1/3 troa ru &4 1/3 troa J.AA. 

Oo•.,.nor lll.cll:o 1a replJ \o 1aquir1M ao to wether aD1 

•tudJ ba4 bolll aado a1 to the noM tor 01441Uoul orMU fac111t 1u 

to be e>rta4e4 t.hrouch UDO, etato4 that t.ho O...tral AconCJ of \be 

Acr1CIIl tural War Joar4 u Weob1acton baA turn11he4 a ticur• of 

$l6o,ooo,ooo ae tbl -""' of ore4U the\ voulcl be nll4e4 11114 Vhicll 

could aot be turn11he4 thrOIIP meuac eceaoiee. 

hnator Goorco Dado a t• oboer .. u- .. oa14 1.1 th•• 

OOulcl be ohoYD a need for \be rnhal of tho IUDC be vculcl 111ppor\ 

it, but u hit opuion ao aiM baA bolll ohoft 11114 froa peroonal 

oboorY&Uoa 1n hit CIIID 41otr1o\ be Val not oaUof114 \bet aD1 aood 

ooulcl be ob- hnator Goorco &Mol to Yb4a 1\ va1 ooateaplatol 

loano voulcl 11• Dado 11114 ;o•ornor nac1< repl1e4 that \be CountJ War 

lloarclo are cbecltillc oacll tara plan 1a ..-rJ ooun\J aacl 41t.,..1ao 

vbot.hor cre41\ h aoe4ol. hna\or Goorco ooatlllclol \hat be tho'Q&tl\ 

... ... 
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tho MiD probl .. wu tbo laolt of .apower, aaohl.aoi'J' cd torU1her. 

lo porUaulorl.T roterro4 to \be FOCI'• to •co .... .,. tho crowt.ac of 

lpanilh poanuh •d pol.ahd oat tbat l.a hh ho80 cO'Qll\7 lto,ooo ..,..., 
ot t hio crop wore p1..,to4 1att 7Mr• loaator horp coatudo4 tbat 

tho not roouU of Mltl.ac IAOO lo•• to ots...J.ato 11441 Uoul p1utl.ac 

t.o bh coUDt7 woul4 rooul i l.a a 4ocr ... • of pro4•oUoa o•er Wbat wu 

aceo.:pl1tbo4 laot ,...... llo alto ooatoa4o4 tbot IIACO optraUoat would 

Wille ... OOUDti'J' bi!DDo 

Mr. Wtllo, hotldet of IA000 totUtlo4 tbat tho Acr1-

aultval War loar4 ill Yuhl.actoa ba4 ottlllatod tbat lt would bo 

otcOttorT to ao1to ltoo,ooo lou• tbrouch IAOO, 1a tho ...,,.., of 

$16o,ooo,ooo. Be aa14 thlo wu u oaUMtt u4 bo 414 not ltDow oa 

whet bode lt wat ..to, but tbat 10 4qo ace tho Wathlactoo ottlco 

ba4 wlro4 oaoh 1\ah ud roquottod tho ltah orpallaUoa t o obtala 

troa oaoh 001lllt7 War loard tho •-ber of lout wtl1oll would bo ooo4o4 

ill taoll OOUDt7o llo t tid tbh l.atonoaUoo Wao 4u l.a Yath1ac\OD OD 

Sat=4q, l !Mr..&rT 20, ud wou14 bo aYailablo ill a woolt u it woul4 

ttlto that loac to co.:pU• tho l.atonoaUoa. Mr. YoUo l.at1do4 tbat 

1t there 1t a "'" tor cro41t to tUalah war c.opo, tbo DepartaODt 

of Acr1cultvt wuto4 to bo l.a a pot1Uoa to bo r•o47 to .. ,, ouch 

....... 
a....tor YberJT oal4 tbat 1t rCA cu allow h1a tbat thoro 1t 

a uo4 tor credit thrOU&b IAOO, ho wou14 npporl tho prOt•t propooal, 

but be wu not taUotlo4 tbat noll a llOM ba4 """ ohow'la "P to th1o 

polllt, 

!bo ... t lac e4J=o4 at 12155 laW. 

~· • 
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TREASURY DEPARTMENT 

WASHING"'''M 

Febru&ry 19, 1943. 

UEMORANDUll FOR THE SECRETARY: 

Re: Attached Clipping. 

This project is one which has been handled 
by Peter Odegard, and I am not familiar with the 
details. 

Mr. Odegard is not here and will not be 
here until Monday. 

If satisfactory to you, }.{r. Odegard and 
I will come in to see you Monday. 

H Y._ Graves Assi~e Secretary. 
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TREASURY DEPARTMENT 

WASHINGTON 

Februacy 19, 

J.IBL!ORAln>UI! FOR THE SECRETARY: 
• 

Mr· Odegard has given me the following information 
regarding the story in t his morning' s TIMES concerning 
newspaper advertising of war bonds in New York City. 

A month or six weeks ago, the advertising managers 
of the eight New York daily papers collect ively presented 
to the War Savings Staff a plan to increase the quantity 
of sponsored war-bond advertising in the newspaper 
columna. The plan involved the use of a standardized 
and uniform technique by the advertising solicitors of 
the cooperatinR newspapers, under which commercial ad­
vertisers would be asked to join together in a regular 
program providing at least one full-page war-bond 
advert isement each week in each newspaper , names of 
sponsors to appear i n a credit line, whioh might, for 
example, include 75 sponsors for one ~uch advertisement. 

There has been only an incidental discussion o! 
~ in the conferences Which have taken place regard­
rng-the plan, which , as I understand, has now been 
perfected and agreed to between the newspapers and 
ourselves . The plan involved only the mat ter of 
methods to be used by advertising solicitors in asking 
the1r ci 1ents to sponsor our advert1sementa . 

-
In talking with Mr . Odegard today, I asked him 

whether the advertisements wnioh might develop under 
this plan could be used for the general f inancing drive 
in April. He said this : 

ttOne of the things we talked about 
yesterday at the meeting was precisely that 
point . The Treasucy is faced in April with 
the job of another major financing. We would 
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probably want to have that space devoted to 
the over-all plan. Everyone agreed that this 
would make it possible for us to develop a 
hard-hitti~, consistent, over-all appeal on 
a general flnancing plan. " 

149 

At the concl usion of our discussion, I said this 
to },[r. Odegard: 

"The Secretary was worried that this was 
strictly a War Bond thing, and that it would 
exclude the use of these newspapers for the 
general financing. • 

His reply was as follows : 

"You can tell him that not only ia that 
not true, but that t he April and subsequent 
Treasury financings were specifically discussed, . 
and everyone was not only agreeable to including 
that, but very glad." 

I enclose a transcript of my conversation with Mr. 
Odegard, which touched on some further details of the 
proposed operation, which probably are not significant • 

• 
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For tho poriocl bo&iDJ>.in& JW.y 1K1 tbroup l.,..._bor 111•&2, oo.loo ot 
Sori oo "1° Wo.r SaYiaco B011cla are r oporte4 ao tollGW" 

CiV So.l•• Por Capita 
So.loo 

Detroit t l66, 628,000 !15.18 

C1.,.o1&Dd 82,6U,OOO !N.09 

Jft York 6~,04.3,000 63 . 67 

Chioa&o 266,4.20,000 78.4.3 

Ph1lad.elphi a 133,4.06,000 69.07 

Loo .ADt;oloo 102,528, 000 68.12 

Detroit 1.11 Doo•bor oo1cl appron.&taly ta.se por oapita. 
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S.rieo "'" War SaTiDCI Bond Salea 1_..,-
trca ll&y 1, 194 2 to J amw"7 n , 1841 

For .Ul stat .. baTin,; a Monthly Quota in ... 0111 ot 
$15, 000, 000. 00 

(ill thouoando ot dolluo) 

~ 
Quota .!!!!! P.r oant 

111ob1can • llll, 744 • 277,200 88.112 

Lndi&lll 184,802 129, 770 78.74 

Ohio l594, 54ll IOO,H2 78. 21 

! OUI 242, 178 171, 831 72.94 

Cal1tornia 521,389 l57l,l562 n.u 

Wiooonoill 15l, lll5 107,490 71 . 1l5 

Collllootiout l84,74l5 lll5 , !192 69.19 

Illilloh 541,1 U 870, 61!1 86.22 

Pollllly1 'O'&Ida 5611, 948 au , !1&1 67. M 

!lew Jarooy 286, 086 19l, 86l5 87.06 

111ooour1 176, 110 ll7, l560 66 . 6l5 

Xt.eeaobuaetta 29l5, 5M 182,754 62.25 

lrow York 1,2l56,591 856,907 5l5.17 

Orand Total $6, 0M,IIl52 t a,aa2, 7l57 88 . 92 

Quotao uoa<i are ba .. d on the total dollar o&lao .xpeota<i tr<a all 
oo r1oo ot War Bonda , that i a, B, r and o. Bal oo oroditad on thio 
ol\oot a re tor "'" Bondo only at 111101 prioo -- poroentac• 1o a&le 
or "B•o• acainat otatao total quota tor all bonda • 

• 
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WU' BarlDC• Bond Salea 8--.r")" 
rrca 11a7 1 , 1M2 to J&Duar7 n , 1en 

Por .Ul Stat .. harl"C a llonthlJ Quota in Blcoaoa ot 
t ls,ooo,ooo.oo 

(in tholllancll ot clollU'a ) 

~ Quota Sal a a Peroent 

lll.ohi,an • Ul,766 • $28,625 105.58 

Incliana 164, 802 170,081 105.2 

Obio S94,Mll 5M,458 99.97 

'Khcone1n 151, lll5 146,559 96.2 

Ponnl)'1ftn1 a 661l,948 647,507 96.05 

Connootio~t 164, 74l5 166, 226 94.85 

K&l .. ohuaette 293,554 277,687 94.65 

tuaa 262,1711 228, 660 94.57 

IlUnoh 64l5, 154 612, 254 M.51 

ltluoW'i 178, 110 161,459 91.67 

California 621,5811 .V0,686 90.211 

lfow J aroa:r 286, 088 268, 077 89.61 

Bow Tort 112ll61591 1101618M 82.22 

Gran.d total $6, 05&, 9l52 $4, 666,091 92.27 

Tho •bon U otataa aooount tor more than 70,C ot the National quota. 
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Secretary Henry llorcent.h&u, Jr. 
Tre&0\117 Depart.lmt 
W ... ingtoD, D. C. 

Dear llr. Secretary! 

FebruarJ 19, 1943 

Bernith ia the l ilt ot DAM& ot ..., that 
have ~ ... recoaeded to ua a1 ~1ng top •rketing 
.. n. Aa UDderstood, :rou han r~ .....,. to check 
1n dotail as to their qualificatioDa. 

I.e ,-ou I<Dow, we are 11eotiD& with tho Grent 
Committee OD llonda,-, and are lookiDg forward to seeing 
you at your convenience. 

Cordi~ ;roura , 

• 
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IIATlONAL SALES !UllAGE!! FOR l.tASS IIARX!,'f 

Roy P. Peecl 

1.farvin Cot.ea 

Tho: .. o 'l cCobe 

Vice-Pree1clen t and "•neral Sales llanager 
Packarcl »otor , co.,pany , Detroit , Michigan 

Vice-Preaidon t DeSoto Division, Chrysler Corp . , 
formerly e&leB 11a.nager 

Preoident , Naeb Kelvinator , Chicago , Ill. 
for:o8 rly top aalea executive of Chrysler 

Vlce-Preaident, Motor ~heel Corp., Detroit, Mich. 

Preoident, Ocott Paper Colllpa.ny, PhUadolpbia, Pa . 

~ .. 
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IIATI ONAL DIRECTOR or SALES P'OR liAR riiUIItriiG 

Cl,arenee .l'r flncla 

1•111 l.lodge 

~ . R. Plll•or 

I\Qbor t 11'. ll'oodrutf 

Pre oideot, General Poods, Rew York 
Up throuih Slll.ea to President 

llarketina Vice-President ot Texas Co•pany , 
lew York 

President, ClAtt Peabody, Rew York 
Up throuih Sale a to President 

Cba1raan of Coca Col a , A Uan ta 
Bead 11&11 of nry aaart urlcettng co•P'~ 
Po,...r}¥ PresidBIIt o! ll'bite llotore 

• 
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AllllllfiSTRATin ASSISTA.1T TO NATIONAL DIRECTQR OF SALES 

Harold Grave• ~. S. S. , Waebingtoo , D. C. 
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!UUOIIAL lU!IAGf11 !IOI!W Is D!!PA!\'t!!EIIT 

~1•• Harriet Elliot w.s.s. , Weah1ngton , D. c. 
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!IATIOIIAL SALES JU!IAG!R PQR PAXROLL !IARKET 

Theodore C&able 

John A. Stevenson 

w.s.s., Waobington, D. c. 
Preeident, Pennoylv!lllla llutual Lite 
In~rance Co•pany, Pblladelpbt, , Pa • 

• 
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NATIONAL IWIAGER fOR ADVS!!IISJNC ABD PRO@TION DEPART11!21T 

1\ayiiOlld Rublcaa 

Nell .llo£:lroy 

Js~•• Uamble Rodgers 

• 

~bal..an Executive Co..tttoe 
Youog !t RublcaJI , !lew York 

Keaber Executive ComA1tt ee 
Proctor and """'ble, Cinc1nnlltJ, Ohio 

Otrico ot War Jnfo,...atlon 
l'or.oor Executive Vice-President of 
oan ton and Bow lea, New York 
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NAnOIIA.L SA.LES IWUQER PQR BAliK JWlliT 

Robert Strickland 

Thoaaa K. Sudth 

JAJIOO II, Keoper 

Preaiclet, Tt'llot Co•p&D¥ or Georg1a, 
atlanta, O.Or111• 

Prooident , Boataan•a Rational Bank 
St. Louie, Miooouri 

Preoid.nt, eo-rea Truat Co•P&D¥ 
Kaneu 01 ty , 111esour1 
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!IATIO!IAL SALES IUIIAG!R P'OR LAI!Q!! l!!V!!StoR JW!IE1' 

Jo ~epb Ripley 

Chlll'lea llcC&i.D 

Partner, Harriaan-R.iplt~¥ t ••• York 
(tYerell Harriaan'• til'WI} 

Dillon-~ad, New York 

Vice-President, Bankers Trust Co•pany, lew York 
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J Lia t or - • auues t ed bf Harold 'l'h-. 
&h phlllled in adftl:ce o! l"ecupt of hla l ettu. 

' 
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NATIONAL DIRECTOR OF SALES FOR WAR FINANCING 

Clarence Frances , 
President, 
General Foods, New York. 
(Up through sales to President) 

Will Dodge, 
Karketing Vice President, 
Texas Company, 
New York. 

• 
C. R. Palmer, 
President, 
Clewett Peabody. 
(Up through sales to President) 

Robert w. Woodruff, 
Chai 1'III8Jl, 
Coca-Cola, 
Former President White Motors. 

Alexander Patterson 
Executive Vice Pres{dent of Uutual Life. 

Dwight Armstrong, 
Vice President of Arms 

Harry Bulli~p J_O....,..oJ~ IJ• 1...0~ 
r--~P~re~a~i=de=n=t~of~G~e=ne=r~a=l~K=i=l=l~s ~· --~vu~·JQ~.~~~·----------

William O' Neill, 
President of General Tire and Rubber. 

John Stevenson, 
President of Penn Vutual Lite. 

.. 
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NATIONAL SAlES lWUGER FOR URGE INVESTORS' liARKET 

Joseph Ripley 
Harriman, Ripiey & Co. , New York. 
(Averill Harriman' s firm) 

Charles llcCe.in, 
Dillon Reed, 
New York. 

B. A. To~!~fklna, 
Vice Pres1dent of Be.nkera Trust. 

NATIONAL SALES MANAGER FOR GENERAL UARKET 

Robert Strickland 
President of Trust Compe.ny of Georgia, 
Atl anta, Georgia. 

Thome.s K. Smith, 
President, 
Boatnan•s Ne.tional Bank, St. · Louis. 

Je.mes Kemper, 
Preafdent, 
Commerce Trust Company, 
Kansas City. 
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NATIONAL SALES MANAGER FOR J.!ASS lfARKET 

William A. Packer 
Vice President and General Salea Manager, 
Packard Company. 

Roy Reed, 
Vice President of DeSoto Division, 
Chrysler Company. 
(former sales manager) 

George Mason, 
President of Nash Kelvinator, 
(Former top sales executive of Chrysler) 

Mervin Cotes , 
Vice President, 
Motor Wheel Corpor~tion, Detroit. 

Thomas McCabe, 
President, Scott Paper Company, 
Philadelphia. 
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NATIONAL SALES MANAGER FOR FARM MARKET 

J , L. McCaffrey, 
Vice Pres ident and Sales Manager, 
International Harvester Company, 
Chicago. 

J . Y. Williams , 
Vice President and Sales Manager, 
American Agricultural Chemical Company, 
New York. 

A. F. McGraw, 
General Sales Manager, 
Tractor Division, 
Allis Chalmers, 
!Ulwaukee. 

C. L. Reisner 1 
Sales Manager, 
DeLaval Separator, 
New York. 
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NATIONAL J4ANAGER FOR ADVERTISING AND PROMOTION 

Raymond Rubicam, 
Chairman of Executive Committee , 
Young & Rubicam, 
New York. 

Neil McEl roy, 
)(ember of Executive Committee , 
Proctor & Gamble. · 

James Ganble Rodgers, 
o.w.r., 
Washington, D.C. 
(Former Executive Vice President of 
Benton & Bowles, New York) 
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NATIONAL SALES !.tANAGER FOR PAYROLL MARKET 

Theodore Gamble, 
War Savings Staff, 
Washington, D.C. 

John A. Stevenson, 
President of Penn Mutual Life, 
Philadelphia. 

ADMINISTRATIVE ASSISTANT 

Harold Graves, 
War Savings Staff, 
Washington, D.C. 

NATIONAL MANAGER OF WOMEN'S DEPARTMENT 

Miss Harriet Elliott, 
War Savings Staff, 
Wa.shington, D.C . 

"' 
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• 
CLLia A"NALL 

OOVCIItHOIIt 

®ffiu .of Hr.t <l.cr.\J.nn= 
,~llmth~ 

OftACE CANNINOTON 
•ccl'tCTAIItV 

Februa.r:y 15 , 194~ 

Dear llr. Secretary: 

I sincerely hope that zou and xr. KnOJ< will 

be m:r house gueata when :you come to J..llylta to attend - -
the dinner and celebration on Karch 12th ln connec-

tion with war bond aalea tor the construction ot the 

new orulaer "Atlanta. " 

We are delighted that it will be poss i bl e 

tor :you to be i n Georgia at that time . 

With every good wiah , I am 

Sincerely :yours, 

~.124..~ 
Ellie Arnall 

Governor 

Honorable Henry Morganthau, Jr. 
The secretary or the Treasury 
Washington, D. c. 

.... • 
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THII WHITII HOU.II 

WMHIN<JTON 

February 16, 194J 
t 

"'t..~OllJ<JiJ.;UM FOR 

H. 01 . Jr. 

For prepuruti on of reply 

for my sig~ture . 

F. ll . R. 

Enclosures 
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