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FINANCING 

Present; Mr. Bell 
Mr. Thompson 
Mr . Graves 
Mr. Gaston 
lo!r. lluf'fington 
Wr. Odegard 
Wr. Gamble 
J.lias Elliott 
Mrs. Klotz 

li&rch l, J.94:l 
10:50 a.m. 

H • .lol. JR: This, ge.ntJ.em.en, ia the proposed or der 
as far as Washington is concerned. (Copies of Treaaurr 
Department Order distributed- copy attached. ) 

When anybody is ready, I wi J.J. be glad to hear 
comments and auggeations . 

KR. ODEGARD: I should think George Buffington, 
Harold Gravea, and Van Hell are fbe people that ou&Pt 
to co•ent on t.his order. 

B.J,l . JR; I aa just waiting. 

KR. BOl'FDIGTOO' : Ia thia co•ittee adviaoey, or 
don it !unotlon wfth each organisation under the 
direction of t he committee here in Washington? 

H.M.IR: Let me expound. I wiJ.J. put it in ita 
worat l ight. The way I viauali ze t bi a thing, the flow 
of authority ia the Secretary of t he Treasury first , 
strangely enough, and then Mr. Bell second, and then 
that man, third, and that would be the order. 

' 
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WR. BUFFINGT<!I: I waan' t thinking about authority 

as much as I was the function of the members of that 
committee with these respective organizations which, 
to date, are still operating organization• in the 
district. 

H.M.JR: I can answer that one. Wf understanding 
is this, that for the April drive in the distr icts -
.Let's say the policy is' laid down, whatever it is, and 
then Yr. Robbins, fenera! s&lee manager for General 
Foods, will issue he directive t o tlie president of 
the Federal Reserve Bank in Wbatever dietriot - in all 
districts - and he, in turn, will issue the directives 
for his district to the combined forcee of the Treasury 
in his district; and the thing would come back in re­
verse, in the same way. 

If somebody on the Victory Fund Committee wasn't 
satisfied, and wanted to communicate with ~ashington, he 
would do it through the president of the .Federal Reserve 
Bank, through Mr. Robbins, to Yr. Be!!, to me; and then 
we would call a meeting of this oommittee, and we will 
take it up and discuss it . 

Does that clarify it? -liR. ODEGARD: Communication between the fiei4, sq 
the iar "avings organisation, for example, State adminis­
trators, or the Victory Fund organization, the executive 
managers - communication with them from ia3hington would 
a!w~Js be by wa7 of the presidents of the Federal Reserve 
Banks?. 

H.Y.JR: For this April drive. 

MR. ODEGARD: And not directly? 

H.~. JR: Leaving ~ay-rcll deduction completely out­
aide , aa I understand 1t. Ia that right? 

liR. BELL: Yes, that ia r ight. 

2 

Regraded Unclassified



------· 

- 3 -

H.M.JR: The president of the Federal Reserve will 
have nothing to do with pay- roll deduction. 

MR. GRAVES: I think you have t o leave other things 
outside . We han a great IUJIY things that require 
supervision in the War Savings organization that I 
don't think you intend shall be put under the direction 
of the presidents of the Federal Reserve Sanks. For 
instance, the school work that is going on, and the 
work that is done by our colored groups . I can think 
of a good many activities that we are undertaking to 
supervise wnich go far beyond pay-roll savings, and which, 
it aeema to me, should continue to be supervised outside 
the direction of the ~ederal heserve bank presidenta. 

MR. GASTOO: I thi.n.k that is all possible within 
the acope of that order. It would be a matter of con­
venience and arrangement between you and Robbins, for 
instance, to be discussed in committee and decided what 
t hinga--

MR. GRAVES: I was speaking with reference to the 
statement just made that i~was everything except pay­
roll savings. 

H.U.JR: I didn ' t thiok of schools, but in the 
order - where is the order that goes to the field? 

UISS ELLIOTT : Way I ask a question right here that 
Mr. Gaston bas introduced? I thought this means that 
this commlttee which wiH sit in an advisory capacity 
with thia director, would be the committee where theae 
details would be settled, and that that committee would 
have the authority. 

lffi.. GASTON : It would be settled by the director 
after discussion with the members of the committee. 

WISS ELLIOTT: There baa to be aoaeone, but I mean, 
that might be the place where these things would be 
ironed out - the relationship between the activitiea -
as I understand it , which necessarily have to continue. 
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Taxe the women's program, for example; there are in­
numerable things that are going on, and if theJ were 
stop~ed dead in their tracka - now, the7 will assist, 
and 1t will be contributor, to the ipril drive, but 
ll'ill they go on as the;y are goingl' Those are details 
which I thought from thia (indicating Treasury Depart­
ment Order) that that council wouldJrotect and aee 
they were properly carried out to a eguard the director 
from making a mistake. 

H.M. JR: Get the order to the field. 

MR. BELL: It isn't ready. 

KISS ELLIOTT : The question lolr. Graves brought up 
is ver, important becauae if we aend an order out which 
gives the impreaaion to the adminiatratora that ever,­
thing ia to atop except pay- roll savinga, it would be 
confusion confounded. Eut if they know that those thinga 
are contributor, to the ipril drive in the selling of 
E Bonds, it will go on. 

H.K.JR: Well, maybe the thing could be changed 
when the order goee to the field. I can only tell you 
what is in ~ aind. What I am trying to do i a this: 
I am trying to amalgamate these two activities as far 
as the Treasur;y goes in Washington. I mean , what I am 
doing is - as I aay, I am going to put -r worst foot 
forward on all of this, so at least there can be no 
possible alsunderstanding. Heretofore both of the things 
naturally came under me, but Bell paid very little atten­
tion to ilar Savings - largely Victory l'und. What I am 
doing under Bell and a,ae!l ia bringing in a new person 
llho will ban his own aaaiatant,and I am creating a 
council; and I am superimposing them on both of these 
organizations so that they will be amalgamated, certainly 
as far as ~&abington is concerned, and as far ae the field 
is c<ncerned for the ipril dri n . 

In other 'Mlrds, what I want to rt out of both 
organizations for the !pril drive, ia the beat that both 
can give to sell this basket of eecurities. 
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I also want to continue the beat in War Saving• and 
encourage them as muoh as possible to' continue the beat 
that they have, Why should I want to kill it't Quite 
the contrar,r; I have spent too much time and given t oo 
much of mJ health - aa have many of you - to try to 
kill it. 

MR. GASTOO : !letter reasons than that, too. I 
t hink it is fundamental that it baa t o be continued, 
whatever happens. 

H.M.JR: Right. And all of Ill¥ instincts are for 
that. We have never had a council here, and we have 
never had a general staff t hat passes on t hese thin~s . 

The council sets the policies and then these direct1ves 
go out . That is what I am trying to do . 

here . 
liR. GRAVES: I thought it was best to bring it up 

H.M. JR: Bring up anything and everything. 

In fairness t o .,self, I haven't ducked anybody'• 
question. The only queation I ducked was the one you 
(Buffington) asked me, and I aald I would answer that 
!tonday. Wasn't that right'( 

liR. BUFFINGTON : Yes. 

Mr. Secretary, will this field memorandum or direc­
tive make clear that the executive managers are to no 
longer come in here direct, but come through the Federal 
IIA!serve preaidenta'l I think harold and I will both be 
in that posit ion unless that is made clear. 

The noraal place - they have been doing it for months -
is call in here directly. I t hink that should atop; it 
should go through the president, and the president communi­
cate . 

H.M.JR: I think it shoUld, but I don't thin~ that 
should be 1n a public statement . We are drafting here 
a statement for the press. 

5 
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~ GAMBLE: If it should be in a statement, that 
stops some programs from goinf through. For example, 

6 

if you tell the State adminia ratora they are to go 
t hrough the heserve presidents, wi th the exception of 
pay- roll savings, for the month of April - take a retail 
prob!em which might conceivably be of great help in • 
this; the president of the Federal Reserve isn't going 
to know anything more about it than he knows of the 
problems in north Africa. he h goi.ng to be so weighted 
dOllll with detaUs that he won't have time to run the "• • 
April drhe . 

KR. BELL: That is what we did - told them the •ar 
Savings organization will continue as usual during this 
period in pay-roll activities and any stamp promotions . 

MR. GAMBLE: I know, but you are now going a step 
further and saying - I am only raising the question for 
the good of the cause) I am not quarreling with anybody 
about it - I don ' t think you want to shut off all these· 
things. You certainly are going to if you funnel it 
through the president of the Federal .t(eserve Bank for 
the month of April. He won ' t have time to answer his 
aail. 

KR. ODEG1RD: You will unless the Federal Reserve 
bank president at that level siaply says, "Sure, go on 
with that; I want that continued, " and .leta it go at 
that . If he undertakes then to deoide that he doesn' t 
want this kind of activity continued, or that kind of 
acti vity continued, then I assume it is up to him to say 
so . 

KR. GAMBLE: MY point is , Peter, that I think it is 
a little premature to make any open and shut decisions 
with respect to the Federal keaerve business in the 
district. I think you can do it in ~aahington all rignt. 
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H.W.JR: I am trying to be as practical as possible. 
Let' a take some retail thing. The head of ~ar ~avinge 
bonds of Illinois comes in and aaya, "Now, Mr. Young, we 
have got a bat tleship. The ' Chicago' is just getting 
under way." We are handlin~ this completely, let'a S&f, 
in the War Savings ~taff. Nothing ia said in this 
memorandum, but do you want ua to continue?" And the 
chanoes are nine to one that he will aay yea. 

On the otbe r band, if I don' t give them the veto 
power for t he April drive, he may find something that 
wi ll cut right across what he wanh to do. 

I think - Ted, if you think I am wrong, come back 
at me - I think be should have the veto power, then 
this fellow can come in - if I was the president of the 
Federal l<eserwe, I would say, "A11 right, ltr . Collins, 
what is your program? Please go ahead with that - don't 
bother me." 

But I think he ought to have the veto power aa to 
whether he wants a battle ship dri ve - let 'a aay the 
battleship dri ve was scheduled for the firet of April. 
He would say, ".!'lease hold it until af t er the 12th. " 

You have got a department atore thing, with all the 
advertising. Be will say, "I do" - or "I don ' t want it , " 
I think he should have the veto power, Juat so these 
things don't cut across each other. 

MR. GAMBLE: 11f only fear is that in this short 
period of time you are dropping a job in the laps of 
the Federal Reserve bank president• they won't fully com­
prehend by the time this drive ie over, let alone make 
an intelligent decision. 

• 
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H.M.JR: Ted, you are right, and there will be some 
real blunders made, but these fe!lo.s have asked for the 
responsibility, and I can't give it to them if I don't 
also give them the veto power for the April drive. 

Now, I will make it perfect!¥ clear to the War Bond 
people that on anything thef are not satisfied with thef 
can file a protest , whi ch will come to me through 
channels. 

MR. GAMBLE: iouldn't it be much better for the 
April drive for fOU or this committee, or the sales 
director, to sa1 in a way that everybody is going to 
underat~d, what all these activities - bow thef shall 
head up, what thef will point to for the April drive, 
and give the Federal Reserve bank president the authorit7 
to stop any of them that might come to his attention 
that he doesn ' t like. I am not objecti ng to hi s veto 
of them; I am objecting to stopping all of our veople 
until the7 have cleared through someone who ian t going 
to have time to clear them all. 

H.W. JR: Get out a pencil and paper and see what 
you can put down. 

Mk. GAWBLE: That ia something that kr. Bell should 
diaouaa with the Federal liesene president. while thef 
are here . 

H.K. JR: Put "something down on paper. Al l I am 
trying to do is - there is no use -rm rebuilding thla 
thing, ~ich I am doing, and superimposing a new skipper 
between bel! and myself and these two organizations -
which I am doing - and an advisory council to this man, 
on wh1ch I intend to sit when there is anythin.g impor­
tant . 

8 
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I migbt just as well say thia thing here, that what 
I am goin~ to recommend to him, if it is agreeable to 
Odegard, ~s that Odegard go back to the very important 
work which he did when he firs t came here, of advising 
with me on propaganda and policy, and relieve him of 
administrative responsibility which be took on and 
didn't want, and d1d to help me out . 

MR. ODEGARD: It would be wonderful for me . 

H.¥. JR: And Mr. Gaston t old me this morning he 
wants Mr . Odegard to assist him in the job which he is 
doing. I would like Odegard to be on there, completely 
free of administrative responsibility, and as our New 
England conscience and a little dash of Ohio. (Laughter) 

MR. GASTOO: And .Minnesota. (Laughter) 

MR. ODEGARD: You know I have always said that my 
best function was a jiminy cricket . 

B.M. JR: Is that synonymous with a kibitzer? (Laughter) 

MR. ODEGARD: Conscience. 

H. M. JR: I might as well do these things face up. 
If he ia amart, which he ie, I think he will welcome 
that suggestion . 

But there ia no use saying to these presidents of 
the Fede ral neserve banks, "I am looking to you in each 
of the twelve districts, " and then immediately mak.i.ng 
it possible for t hem to sq, "If it hadn ' t been for 
such-and- such a ·t hing cutting acrose, we would have 
made a success. " 

9 
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MR. GAYELE: We don't want that either, Kr . Secretary. 
Not only the authority, but the responsibility - when you 
~ive authority, you should give responsibility. We are 
Just as interested in that--

H.M.JR: That telegram is there, and there ar e two 
separate orders. The one ia for the Washington adminis­
tration, which, quite frankly, I feel - I mean, instead 
ot trying to cut the dog's tail ott J.n inches, I might 
just •• well lop it off and get it settled so we can all 

fat down to work. I know how much enrybo.dy in the roOIIl 
e disturbed. You add that all together, and that is how 

much I have been disturbed. 

It is verr difficult, particularly working with you 
fellows and be ng friends with all of you, and all of you 
having done this on my personal invitation, and so forth, 
and eo on. I would like to get the thing settled, not 
just for the AVril drivel but aa far aa Washington is 
concerned, let a settle t. 

I don't think that anybody in this room here is in 
disagreement with that. Do you think eo, Harold? 

KR. GRAVES: No. 

H.M.JR: We might just aa well get this thing settled. 

MR. GRAVES: One thing - I think the point I raised 
is a little simpler than it has been aade to sea. As an 
illustration, Miss Elliott is constantly sending out · 
suggestions to the women'• organizations. They now fo 
tbiougb our State administrators. · I should suppose hat 
it would not be advisable or necessary to accomplish what 
we are after hera to send such things as that through the 
presidents of the Federal Reserve Banke to be diullllinated 
by them down to the- -

H.N.JR: I shouldn ' t think eo. 

MR. GRAVES: So there are certain kinde of thing• 
that relate only very remotely to this fund-raising opera­
tion in April, which, in m, opinion, ought to foll ow the 
old channels. 

10 
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H.M.JR: Well, Harold, lOU as a fonaer Bureau of 
Efficiency man, know that the way to start is to have the 
thing completely sewed up, and then let this board make 
exceptions as they go along. 

MR. GRAVES: Herbert, I think, gave the answers to 
all of that. 

YR. GASTON : These are concrete matters to be taken 
up at the first meeting of this committee . 

H.W. JR: But the first t hing is to sew it up tight, 
and then make exceptions as you go along. 

WR. GRAVHS: I think we can do it all right . 

WISS ELLIOTT: I think in view of that, i t is very 
important not to pick out any one function of the iar 
Savings Staf f and mention it in this, because I think 
that ia where· the confusion will cOllie. I think it ie a 
great deal better not to mention pay- roll savings in t he 
telegram, but to let it be understood and work that out 
later . I think the moment you mention that in t.he tele­
gram it seems to exclude everything else . It is going 
to make the l'eople in the Statu feel that enrybo~ ie 
stopped in h1a tracks . 

Then the pay-rol l savings people will begin to say, 
•sow far can we help in this if everything we are doing 
is stopped?• So if you don' t mention pay- roll savings 
in the telegram but let the details be worked out with 
the sales manager_and the council, it won't be confusing. 
That ~s the only t hing I see in it that will be confusing. 

MR. BELL: We should put in here a sentence that 
there may be activities now carried on by the Ylar Savings 
Staff which will be desirable to keep outside--

11 

MISS ELLIOTT: I wouldn' t say anything about it . 
The moment you say it, they will send a lot of telegram• 
back, and there will be confusion in the States which don't 
understand it. It ahould be worded in such a way that the 
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sales manager and the people who are going to advise with 
him understand what the Secretary means, and that ia the 
important thing. 

MR. BELL: Then we should tell the presidents of 
the Federal Reserve Banks that they will have to consult 
with the Staff aa to what should continue . 

MISS ELLIOTT: They don't know all these details 
anyhow, and they will have to be explained to than anyway. 

MR. GASTON: ·You ere setting up here a c~ttee to 
direct the April drive, and I think that ia made very 
plain. I agree with Mise Elliott's augfestion, that if 
you strike out this one sentence here, t ia more logical 
and more comprehensive and a better telegram. 

H.M.JR: I think she is right. 

MR. GASTON : Then you have a plain, clear directive 
that they are coordinated for the purpose of this April 
drive under .the head of the Federal Reaerve Bank, 

H.M.JR: Then if there are no exceptions, it doesn't 
raiae the question in their minda--

MR. GRAVES: That is right. 

H.M.JR: Ia it pay-roll savings? Ia it wamen•s · 
aotivitiea? Is it achoola? They will take it for 

franted that those are out until they hear to the con­
rary. 

MR. GRAVES: There would be unless we are careful, 
and I think nobody intend• to atop what we are doing, 
for instance, in the ach~ola, 

12 
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MISS ELLIOTT: What we are doing, Mr. Graves, in the 
aohools and in the women's committee and the labor committee, 
the Negro section, the farm section, is going to help. That 
will be our contribution, a.nd intensifying that activity 
will sell more bonds, you see, But we won't get in each 
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other's way if this council and . eales 
on where there is conflict. It seems 
thing then . 

director advise 
a very simple 

MR. GRAVES: I think it can be vary. readily worked 
out in· this camnittee so that it will be eati~;~factory to 
everybody. 

WR. ODEGARD: If that sentence concerning pay-roll 
aavinge were taken out and aleo, I should think, in view 
of the feneral - in addition to the sentence concerning 
pay-rol eavinge in this telegram it would sean to me 
also logical to take out references to org£Dized labor 
and women's ~roupe, because tbet again raises the question 
as to inclus~on and exclusion, because the sentence above 
it says, "In every possible instance these" - that is 
referring to the activities already going ahead - "eboula 
with the approval of the Treasury War Finance Committee 
be tied into the forthcoming ca:npaign. • It infers that 
they will continue unless some other action ie taken. I 
would see no objection to those two sentences being taken 
out . 

MR. BEtL: The Secretary particularly wanted labor 
mentioned in this telegram, 

~. you remember, the suggested draft you got from 
Allan Sproul expanded t hat word. He said that business, 
finance, l abor, agriculture, and wo=en' e groups will be 
integrated in every productive way in pre~aration for 
and during tbe £pril drive. He expanded ~t to include 
busineee, finance, labor,· agriculture, and women's groupe, 
which seems to me important. 

MISS ELLIOTT : BUt when you say War Savings Staff 
you say all of that . 

MR. BELL: Yea, but the Secretary - tbie is to be 
made public end be particularly wanted to etreae some 
of these t hings, particularly labor, agriculture, and 
women' e groupe. 

H.W.JR: If they are going to list them all, I don't 
think it ie necessary. 

::.3 
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MR. OIEGARD: I wouldn't list any ot them. 

WR. GAMBLE: That is my question - I would leave 
them all out , 

H.M. JR: I think they are r i ght. 

MR. BELL: All right , 

H.W.JR: Now, where are we? 

YR. TBOUSPON: The question of the order. 

H.W. JR: It is the so- called Washington order, Is 
there anr question about that? 

Mr. ~bbins hasn't seen either of these . Does 
anybody have any question on the Washington order? 

Have you read it, Harold? 

MR. G]AVES: Yes, sir, 

H.W.JR: Do fOU have an7 suggestions? 

YR. GRAVES: I think it ia all right. 

H.M.JR: Who has an7 suggestions on what I call the 
Washington order? Would that ~ be made public? 

YR. GRAVES: I think not. 

MR. BELL: Yes, I think it ought to be made public . 

MR. GRAVES: We heve never made any such things 
, public. 

MR. THOMPSON: Yea, we generally have publicized 
orders of that tTP•~ I think t his should be. 

YR. GASTON: I think you are talking about two 
different things . 18 want a release aa soon aa the man 
comes on the job , We want a press release, and it will 
be baaed on this order, 

14 
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H.M.JR: Paraphrasing it? 

MR. GASTON: Yes. 

MR. BELL: This ie really an amendment to your 
circular, which is a public document. But as a press 
release, it is all right with me. Sooner or later it 
will get out if you don't put something out. It will 
be in George Riley's column or Jerry Kluttz• column, 

15 

MR. GRAVES: I assumed there would be an announcement .• . 
of the scheme of management of the financing. 

H.M.JR: I think there baa to be, because it will 
leek out anywaf. An1 augge_etiona? 

UR, ODEGARD: No . 

H.1!.JR: Tad? 

MR. GAMBLE: No, sir , 

H.M.JR: George? 

MR. BUFFINGTON: No, air. 

H.M.JR: ~as ElliottY 

.IUSS ELLIOTT: No, sir. 

H.M, JR: Then the Washington order ia all right. 
The other one is going--

MR. BELL: •• • will have to be revised, 

H.K.JR: But we don't have to show t he Washington 
order to the Federal Reserve Bank presidents . That ie 
our bueineee, but naturallf Robbins hae to see that , I 
think you are going to like Robbins . I would like to 
eaf thle about hie training - he baa got verf much the 
same sort of training ae a military person has. He baa 
worked in a very strict organization where everything ie 
on a.n organizational baeie. He ia accustomed to taking 
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orders from the top, and fivinf them and having them 
accepted. He doesn t pre end o know anything other 
than selling, and that has been hie life . I am staking 
my reputation on this move, just as he is staking hh 
reputation on coming in and trying to sell something 
which. he has never sold before. 

Ri~t from t he b~ginning I have always said that I 
think tliere is something - a sixth aenee of a salesman -
whether it is a bond or whether it ie a barrel of flour, 
you have to know how to aell . 

With your full coo~eration, time will tell whether 
I am ri~t or wrong. I hope I am right - I have got to 
be right. But we are all human. One thing about t he 
man is, he is not cocksure; that isn't his attitude, 
We will see , He is forty- one . 

MR. ODEGARD: He ia an Amherst man? (Laughter) 

H.M.JR: Yale . 

!JR. BUFFINGTON : When ia he coming in? 

H.K. JR: He is supposed to show up at one o'clock. 
Until he ahowa up at one o'clock I am not definite. 
He went up to talk with his peopie . He went to the Hill 
School and then he went to Yale, 

KR. ODEGARD: He is an aaeooiata of Clarence Francia, 
ian ' t he? 

16 
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H.V.JR: Yea . Incidentally, Mr. Francia' attitude is that 
whatever he baa, personally or anybody he can get, ie 
at our disposal for this drive . 

Do you know Francia? 

MR. ODEGARD: He ia an .Amherst man; I know him. 

H.V.JR: I hope you like him . 

MJSS ELLIOTT: Mr. Secretary, may I ask this one 
question here . The sales manager ia to be given the 
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barrel of flour that he is to sell, the securities and 
the types of securities. In other words, as I understand 
this, he is to come here aa your director for this 
general sales 'effort, but he isn't to decide on what kind 
of flour he is sell ing? 

H.M.JR: No, Mr. Bell and I decide that. I don ' t 
know bow to compare it, but anyway, we decide what the 
thing is. 

MR. BELL: We decide what we are going to produce, 
and be sells it, 

H .~ . JR: And we also manufacture it. 

WISS ELLIOTT: In other words, if an7one should 
have the fear that he might not oompletel7 under stand 
War Savings, and so forth - but he i sn't to decide 
whet her War Savings are to be sold or not. That is a 
Treasury poll cy • 

H.M.JR: No, the Treasury policy is laid down, aa 
I said the other day, and I say again, I don't care what 
kind of stuff - there is still a plaoe for the volunteer 
plan. I mean, I think we have to oontinue it, just as 
l ong as there are anr savings left in the pockets of the 
people . 

For those of you who didn't see it in yesterda7' s 
New York TiMes magazine section, they got some Englishman 
to write an article on bow to lick inflation - go out ­
what do you call it, allotment - wbere .you appropriate 
the money? 

MR. BELL: Quotas . 

H.M. JR: No. 

MR. ODEG~RD: Expenditure rationing. 

H.W. JR: Expenditure rationing. They reca.mend it 
fraa England. Then Fortune magazine has came out for it, 
too. 

17 
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MR. ODEGARD: Spendinga tax. 

H.M.JR: I mean the apendinga tax. 

MR. ~ELL: Not expenditure taxing. 

H.M.JR: I mean the spendinge tax . 

MR. GASTON: You want to look out for that. 

MR. ODEGARD: They say the ependings tax ia politi­
cally impossible, although very good, and therefore we 
ought to have a sales tax - general sales tax. (Laughter) 

H.W.JR: The point that I am getting - I haven 't 
changed one iota. The only place I have changed i8 that 
I feel that the impact of the job of doing the selling on 
the people who are here now is ao terrific that I have to 
strengthen my hands, and that ia ~hat I am doing. 

fut as to my philo.sophy or my ideu or what I started 
with when I came here, or my attitude! it hasn't changed 
one iota. But I am eimply strengthen ng my hand on the 
sales end . 

Certainly my attitude on labor, the colored people, 
schools, or the volunteer pl~ or anything alae, is 

iuet the same es it always was, but I have to have help . 
can' t take it alone, and neither can Wr. Bell. I don ' t 

think the other people here in the roaa can, either. 
That is my opinion. You may disagree wi.th me, but that 
is my opinion . lt the top side of .this' organiEation I 
am strengthening it, If 1 am wrong, I am wrong, but I 
hope I am right . That is the whole thing. 

•• ~ 
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P1vpqiM 

(In ..UUona) 

Feb. • r . AEr• !!!l June Jlll;r: 

Balance at besinning ........ 6,024 3,984 3, 976 ./ 12,199 8,735 7,653 

BorrowinS•• 

Drift ..........•.. 0 ••••• 0 12,000 
• 

Cert.1t1eate• (net) 600• 500. 2,000 . -
0 ••• 0 0 • -

Sadoc• bond• •• 0 ••••••••• 1,000 800 800 800 800 1,000 

tax note.s • ••.... ... • ... . • 700 600 600 600 600 600 

Treasury bUll (Mt) ..... 800 1,000 800 800 1,00? 600. 

Truat tunda, etc. •••• 0 ••• 600 100 150 400 15 150 

3,700 2, 500 14,350 3,100 4,415 2,350 

Bdance a t end ••••••• • ••• 0 •• 3,984 3,976 12,199 8,7.35 7,65.3 .3,259 

• ) lt%elu4u aaturiq 1 u uee ot $1,581!11 1n librllU7 &114 $l, 5o6M 1n Mq. 

February l5, 1943. 
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nn• IU!II u n- _. - IIIUI • 

Cooqoarl- et h'Nui'F .U.. .. .. , . wl.- Mloo hrlac tM 

•- -ller et -...u. .. ..,. le , _., 1,-3 at ._.._ 1,U 

(A\ h .. ~rlH le \llo .... l o ot 4o11aro) 

Da\o h Wwar7 ,_, 
19~3 

• 6,7116 • 6.7116 • 12,110 • ~.116 52·'f 
15 ,o61J 21,11~ 15,621 1,6o5 1)9. 
5 .~70 27,2A ~,011 11.~7 11.0 
~.6116 52.:rr 7,1211 51,3)7 112.) 
)1.u7 •• 7 69.~ 7~.= w.z 
31, 5 116,513 101, 121, 11~. 

I ,~.m 150,~ 137, 21~ 133.295 109.9 
9 27, 171,15 1711,~~ 1~,1!12 101.3 

10 2},03 201,117 219, 7 1 .759 91.1 
11 21,7 222,l72 175,292 20}.~ 11.0 
12 2~.713 ft7,. ~:~ 220,903 12., 
1} 22,~ 270.009 112.m 10.7 

15 18,117 291,1~ 361.901 281J,m 10.1 
16 27.~ =·5 1 m·9"" }11,252 11.11 
17 19,16o .701 .97'1 ~6,100 77.1 
11 37,111 ~·112 "'7·w 1,m 11.l 
19 21,ft9 3 .~ •• m :912 

13. 
20 21,709 ~)1. 521,169 12.7 

22 ~1,100 ~72 ,939 5~.213 114),065 f5,2 

~~ ~i:l: 1196. 213 577.518 "''· l51 15.9 
512.190 ~.~7 ~71, " 11.1 

~ }1,316 ~.207 ,1,a. 531.191 13.3 
}1.391 513. 6o5 610,776 2:·'~ 15·7 

27 ~.967 633,571 715,030 .~79 -- 756.~39 ~.511 
total t or \be ... ,~ 633.571 llll ,911 ~.m 77o7 

\be 
Dh1eloa ot IHMJ'u at 1\aU oUoo, 

IOh l 

c 

.t.11 ttcvu oro 4opoelh wl\~ \be lr-or ot \be Valto4 Ita'" • - • 
ot proooolo of oaleo ot 'Dal\e4 1\a\oo oarlap '-'-• 
fl,v" ba.a , _ ......... \o _.. •• , \bo'&oaa4 aaA rill ao\ • oooouol l'l ~ 
\o h\alo, 
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UIIUD l'l'.t.!ll UTIIGS JOIIDI - UIIII r dD CJ OOICJIDII 

OollpUhoa of lollnar7 oal .. \o u\o w1~ Mleo 4v1Ac ~M 
, ... au'ber of lnaaluoo ~ la lanaz'7 1,-3 u4 D.o•ller 19112 

( A\ 1 .. u prioe la u.n...u ot ulluo) 

D&to lollnaJT Juur7 

19113 • so6 • so6 • 2,716 • 197 29.~ 
2 8,915 9,720 3,0}6 527 32().2 

~ 
1,570 11,290 6,137 J,2111 Ull.o 

16,907 28,19' lll, S20 17,161 190.3 

~ 
20,o67 118,2611 18,1128 29,11611 261.9 
16,S112 65,lo6 29.726 116,986 219.0 

8 10,1120 75.526 117,612 1!9.858 1~,6 
9 16,629 92,1511 63.556 ~9.11Jl! 1 .o 

10 8,698 100,152 91,679 5.0115 uo.o 
11 9.57~ 110,1131 115,196 a·m 95·~ 
12 12,65 123,086 129,017 95· 
1} 8,}71 131 ,1157 1119,6o3 101:92 87.9 

15 8,928 1l!o,}85 167,}115 1~,61111 . 8}.9 
16 s,6ol! 11!8,989 181,2115 

11 ·~ 82.2 
17 7.932 156,921 198,750 126, 3 7~.0 
18 ~·909 164,831 220,263 ~.909 7 •• 
19 • 1170 171,}01 227,~ ,901 75.2 
20 10,795 182,096 21!8, 1511.352 7J,II 

22 1:m 192,398 271,~1 166,1129 ~0.8 

~' 
198,1)2 2fl5,1 3 1711,612 9-5 

202·u· 302,286 112,536 6~ .1 
25 1}.5~ 216, ~ 327,0811 203,052 6 .2 
26 19,9 8 236.31 Jllo, 6611 222,629 69.11 
27 17,}07 253.623 367,657 23},807 

- 256.5» 
'l'o\al for ~ .oa\h 253.623 

~,lJ~ 
.51 211,392 59.6 

Di•h1oa of l .. oaroll Mil 1\aUoUoo, 

lotol 

All f1cw'•• aro 4opoo1h v1~ \M 'l'roaovor of ~~ 'Oa1\o4 8\atoo oa aoooua\ 
of proooo4o of oaloo of 'Oa1to4 haho oarlaco lloaolo. 
rtcv•• ba,.. llooa ro-.414 ~o uaroo\ ~llnau4 Mil ¥111 aot aoo11oar117 ..u. 
to to\alo, 

~ ..... 
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DI'"'J .. !D''GIIQ owmmw 

Rtrz '"'''T ,c Nenl •··a•• lrFte• 

!M Fedual. Ree:a •• S,.t. bu a 41not Ul4 iMM&pahle rwpca•i· 

bllit7 to cc.~ ~tiM nooullflal ~!Jic al tile wv. I\-.\-

24 ,/ 

to i t that the rMern tad• an an.il&hle 'lh1oll will .U. poe•ihle the • 

oCDtilnl..t parcb&M ~ GoY:a t aeoaritiN iD the t.reMadou.e -'­

:Nquire4 b7 the war afton. 

At the -e u.., u the r .. poD&ihle ac-7 ~or the ooaVol. al 

oredit pol.io7, i t ia iao1a'bent upaa the Ped--.1 ReeG'ft 8Jwt. to 46ftlop 

b7 "f1r7 - the wid-' poeeibla 4idribatiaD al Oovw rl eeoaritie• 

Ollt814a the bnkiJIC qat.. ClalT b7 re4Do!Jic to tile •••1 the ~ 

al Gofwn 111t 86011ritiu which ..t be parchaeed b7 the 'bulal, ou U 4ie­

chaqa ita obU .. tioa to reduce the iDtla~ J1NNV6 ~ WU'UM 

~ill&DoiDc aDd ~ pJ'OIIOte poat-11111' eocmcmo eta bill v. 

the iatereat al tale Fed--.1 Bun •• S,.t. iD tbe t:iD4 al ~­

tic. eat up to .. u ao.-t MOaritiu ie, tllarat_, a -*torT iD­

tara.t 'llldch 18 u ~ part ~ i ta l'Mp0116ibillV ~or eraclit pol.ioJ. 

U the aalaa orpnisatiCD 1e aq-.1 to tala tuk al ..U!Jic tiM J.arpat poe­

eibla ~ ~ Oo•w t MOaritiea to 11cn ba11k ilrraetora, tile credit 

poli c7 al tala Ped--.1 Reaern SJ-t. aJ be u afteotin part al tiM uti-

1Jitlat1Cil PJ'OC1'U ~ tale ao..-t. U tile aalaa Oll'p.ldaatiaD 18 1IOt 

eqaal to ita tult, the Fed--.1 Reearn S,.t. rill be ~oroe4 iDto a credit 

poliCJ whiob ilrrite• 1Jitlat~ d&ftlopMJite, 

P:mnn=' Prnp'•Y•• 

!M Pedlft'&l Beaern ~ baa ~ted the Oll'p.ldaatiaD al a 

al.llgla Mticnal c-s.ttea ~or tile ala ~ Oovwwt aacariU• 11biola W'lll4 

aobUiee tala D&ticnal apirit iD appart ~ ~iaancilll the wv, Ul4 ~!Jic 

it iD tale r1t1rt ~. Juat u it 18 - aobilbe4 1JI q;art al the ld.l.it&Z'J 

ettort aDd the prodlactioa PftCIUo !M ~bali- that tlli8 01$ •••­

tiaD au be ....t afteoti"f6, Ul4 tllu pablie •pirit II08t raa41l7 d&ftloped, 

U the prillcipal TreaearJ ~ u c--'nW 1JI tovo or tbne 1arp 

o .. pdpe each ;rear. At tile uticnal l&ftl, nola a pncna baa IIIICIMte4 

& D&tic.al dinotor al all aalM al (]oyw I t eeoari\168 aDd & ll&tiaaJ. 

pablioit7 pnlp'U 1JI eoala with tlM Job to be 4- ud direoted to-ft 

~!Jic the aala al all QoiC t eeoaritiH1 parUcularlJ dariJII tale 

parioUo dri"f66. 
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It tho S.Cretar:T cl tho Tr•8UJ'7, to ,._ t.lao latiOI'lal Direa­

tor ..W be direct.l7 reepcDalblo, llhou1d .. tablUb a PoUo:r c-ttWe 

aa dl~ tr.. aa Op.ratiDc c-tttao, it S.. ...,...w t.bat tho 

Cha1nan ot the Board ot Clafen>ara aDd 0110 Fodaral a..- Balik l'Na1• 

dODt be iMllXIod 1JI ita -berllhip, 

a. we wart tr .. tho April aetup toard a porMDet tan cl 

oTpn1sat1aD, the a1a llhou1d be to drop tho ue cl the tom "'f1ctorJ 

1lllld C.-ittao• aDd 0 1ar Sa'tiJiga Statt" 1 lMrlJic cmq t.ba U, S. TrM&• 

Ul')' lar FiJiuloiDc C-.lttao to OC:01IP7 t.lao t1ald, Th1a - al'pll1at1oa 

should be bodl t aD tile erlatll'lc orpnisa tiaDa u!Dg thoae porta ot each 

1lh1cb 'C&J1 beat be aoa1allatod, Tbo Proai4anta ot tile Fodaral R.eaern 

Benko, u Cba1na ot tile liar P'iJiu>oo c-ttt.oa 1JI their r&8p&Ctho 

diatrlcte, would ban •ol• -ut1n re~~1g tor ~latrlot 

&&lee O!'plliaUaa. 'Die U1(0fiii1satlaD ~ ·- l&it ' 
with periodic drlno tor hilda bot, pro.,..bl)', a d1'1'1a1aD ot t.lae 

org&DiatiOD would CUT)' Clll a ccmtilnlolla educational oaapai«Jl to pro­

IIOta Mtlonal thrift aDd OD extenalClll ot the po;rroll ••i.Qga procraa, 

. 25 

Regraded Unclassified



lliCJr: 

OpeN tor : 

lliCJr: 

Opera t or : 

lliCJr: 

Bello. 

Jluooh 1, 194) 
2:10 P·•· 

General ICarehall bae no t returned tro• lunch, but 
the:r expect hill all)" 111nute. 

!bank :rou, 

2:}} P·•· 

Bello. 

26 v 

.... .. 

Gen.George 
Xareball: Bello, Kr. Seoretar;r. GeneNl ICareball. 

IDLJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

IIICJr: 

)( : 

IDCJr; 

Fine. H01t are :rou, GeneNl! 

rine, tbanlt :rou. 

I wonder it I oan get a little help troa :rou. 

What ie it :rou1d liket 

Well, en the 20th ot Xaroh, wbJ.oh 1e a Batu.rda)', 
at the ~eetion ot Kike Oovlee ot o.W.I., I'• 
1nYiting the ten leading nevepaper J)Ublilhere t o 
oo•e 1n here tor the da:r to aek the•· tdlethar the:r 
won't help •e With o ther publllhere t or our April 
War Bon4e 4r1"fe •••• 

Yee. 

.... an4 Covlee •de the euanUon, and I thoucht 
it vae an esoellent one, that ae a 4Nw1nc oar4 
we'd like to euggeet tbat :rou1d oo•e in and talk 
to ~ee gentl .. en ott-the-reoord a little bit 
before lunch and then baYe lunoh w1 th ae. Do :rou ••• • . 
What - thh vae on llaroh 20 , laturda)'t 

Yn. Be eald :rou 414 euoh a beaut1tlll Job with the 
editore tbat he'd like to eee :rou do th1t again 
with tbaee publlUU.re. !bne are the repreeentatiYe . • •• 

(cont.) 

• 
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IC: 

IIIIJr: 

ICI 

X: 

IIIIJr: 

ICI 

IIICJr: 

ICI 

HMJr: 

JC: 

lDIJr: 

JC : 

KMJr: 

• 

27 
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•••• publ1 IIbera ot Mer1oa. We 1 re p1olt1ng the 
ten leading on ... 

I aee, I aee. Well, I tell JOU, 1t I'a here 
I'll. be ur7 bappJ to Go 1t. I - I'4 rather 
expeote4 to be on the Weat Ooa1t, an4 I oan't 
t1ll 7et. 

Well •••• 

It I'• here an4 I oan Juat go 1nto 1t 1ntoraall7, 
I'll be gla4 to 4o 1t. 

Coul4 I ea7 thll, 1n the letter, tbat 1t J OU 
are here J OU1ll 4o 1tt 

x ... 
An4 1t tor &n7 reaeon tbat 7ou 1re not, J OU1 4 aen4 
a eubet1 tutet 

lei. 

Ie that all r1gbtt 

Yeah, that'• all r1ght. 

I'4 11lte to uae J OU •• a 4raw1ng oar4. 

Oh, well , I 4.on't know a• I•a a 4raw1ng oar4, 
but I 1ll be 'fflr"/ gla4 t o 4o that. 

Well, I'a eYer ao au~ obl1ge4. 

All r1gllt. 

An4 that'•- hellot 

.. . • 
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Operator : 

IIMJrl 

Herber t 
Qe.atonl 

HMJr: 

Ql 

HIIJr: 

G: 

fDIJr: 

G: 

Cll 

HMJr: 

G: 

liiiJr : 

G: 

!IIIJr: 

G: 

1111Jr1 

x ... 

llaroh l, 19~3 
2144 P· • · 

I epolte t o General llarehall •• •• 

Y ... 

... : and he aaid that 1f he wu here he'd 'be 
glad to oo•• oTer at nooa and t allt t o the" 
people ott the reoo:rd and tllen 1ta7 f or l11Doh. 

nne. 

If he'• no t here, he wil l g1Te ua a au'bat1tute. 

Uh huh. 

8o that there oan 'be no a1aullder atan41n&, I 
would _, lD the let tlr that General - tbat 1t 
Gane:ral llar•hall 11 1n Wuh1ngtoll • ••• 

x ... 
•• •• he will oo•e oTer and talk 1nfo:r.all 1 ott 
the reoo:rd to thd. 

Yea, r••· 
If f o r ant reaaon that he' a no t lure, he - he ' ll 
be glad- he 'll eend a -a aubat1tute. 

x ... 
Beoauae I don't -want t h .. , r ou ltnow, to feel, 
well • .. • 

Y ... 

•••• I 10 t th .. here under falae- fO 1f thOle 
lettel'l would l:l,e readt t o.o:rrow, I 4 'be glad to 

11gn ttl••· 
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G: 

HMJr: 

G: 

lliCJr: 

G: 

BXJr: 

G: 

BMJr: 

G: 

!DIJr: 

G: 

BXJr: 

G: 

RJCJr: 

- 2-

Well, Ule onlJ - tM ic!Aia -• - Illite Cowle1 1 nc­
&eetion wae Ulat it be not a letter but a telecraa. 

Well, lOOit - lieten, I don't aaree WiUl 1111te Cowlee. 
We eent a telegraa t o th••• Congree .. en t o ooae in 
and Bal'l'J BJr4 wanted to ltAow wbJ 41d •• telegraph 
tb••· 

tJb bub. 

And I tbinlt it u• 1 on ll1 etationlrJ, onr aJ lipa­
ture, it'• aore iapreeaiYe tbaD a telesraa. 

Yeab, all right. 

We oan .. nd it air Mil. 

Ieab. 

And - and tbeJ eent telegraa• eo tar in adnnoe. 
WbJ do" be ba·n t o tele&raa aDd tbrow tbe aoDIJ 
••aJ? 
Well , it'• Juet tbe old idea tbat a telegraa s•t• 
more attention tban a letter, but I - I - I tbinlt 
ratber - I tbinlt J OU'r• ript, after all. 

Well, I'• not - I'• not a oins t o telesrapb tM• 
aDd tbrow tbe aoDBJ aw17. 

Yee. lee, I - in \allt1n& it oYer w1Ul Peter, I 
aa1 want to •ucs••t eo•• obaD&•• t o inolude a t .. 
pr oa1Dent publilbePI iDetead ot tb11 - inetead of 
tbe R .. rlt and CI&DAeU people. Wouldn't J OU tbiDit 
tbat wae all right' 

You wou14D't put in - J OU1d leaYe Rearet an4 
O.nneu outt 

WbJ, I don't eee &n7 partioular Deed foP tbea. 

Botb Rearet and Gannett are YerJ frien41J. tO •e 
pereonallJ. · 

G: 1Jh buh. lfell, •• oan . .•. 

RXJr: 

• 
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<H 

HMJr: 

G: 

BIJr: 

G: 

G: 

HMJr: 

G: 

HIIJr: 

IDIJr: 

G: 

HIIJr: 

Gt 

HIIJr: 

G: 

IDIJr: 

- '-
Yeah, I ltnow. loa wonderinc 1f we oup' DO\ to 
''' - well, wbat about aen l11te - well, Peter 
Odegard euggeeted aen 11lte Ar\bur Bulzberser aD4 
Joe Pul1\zer an~ Jaaee M. Oox. 

Well, Herbert, I - 1t 1 e all r1gtu;- Ulat'• all 
r11ht w1th ae, 1f rou'll tallt lt oYer the pbDne 
w1 th Cowl.ee, w1ll r out 

leah, and I'll - reah, eure, I 'll bring in - I 1l.l 
brine 1n the let\ere toaorrow. 

And I th1nk Ula \ P'l'ank l.nox ehould be 1nY1 ted. 

Iee, Peter aleo eugseeted - well , he euggeeted 
Mowrer rather Ulan l aox. 

l o, no, no. 

Do r ou \h1nk Frank lnoxt Be'• 8eore\ar7 of the 
laYJ. You eee, he wouldn't ooae ae a publ1eher. 

Oh, well then - then ••.• 

Paul Mowrer 11- 1e h1e - ie e41,or. 

Well, he' e a sood aan. Be 11 a sood aan. Talk 
U oYer w1 th - and r ou 1 ll haYt \ o tall it our 
wUb - - eo that he know• wb&t 1 s o1ng on and 
froa \he be11nn1ng ••• • 

Ob. • ••• 

•• • , w1 th Bobbin". Bellot 

X. he beret 

Be'• here. Be'• 1n with Bell DOW. 

Yeah. All r1sh\. I - I'd better let Kilte Oowl.ee 
•' leaet know of anr ollancll we ulte in the 11a\. 

Yeah. 

Yea. 

Yeah. 
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G: 

HXJr: 

G: 

IDIJr: 

0: 

PJUr: 

IDIJr: 

0: 

HMJr: 

G: 

IIIIJr: 

0: 

RMJr: 

0: 

IIIIJr: 

01 

IIIIJr: 

0: 

0 

--, 

- ~ -

All ript. 

But I'4 like to get it out - well, it'• either -
I either go t to 4o it to.orrow or not t1ll lr1da7. 

I aee. Well, I tbllllt that we oupt t o aeo4 thea 
t o.orrow thea, beoauae theae da)'a tb.q nee4 two 
week• t o get reaerYat1ooa. 

All r1gbt. 

Yeah. 

IUgbt. 

March 12 1• the date. 

20th 1a the date I tol4 • ••• 

I aean .• .• 

20th. 

Yea, March 20tll. 

April 12 ia the date we atart the 4r1~e. 

Yea, llarob 29 1a tba date, JU. 

Yeah. 

Yeah. 

Yeah. 

IUpt. 

OltaJ. 

All right. 

31 
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TREASURY DEPARTMENT 

INTI" OFFICI COMMUNICATION 

33 

DATE 

TO l!rs. !Clott; 

"'o" Secretar y l~orgenthau 

I have just read t his s~eech by Randolph Paul 

tha t he delivered laAt week, and after reading it I 

hPve decided tha t I don 't want to send it Around to 

t he Cabinet or the heads ot the other agencies . I t 

isn't good enough. 

Haroh 1, 19l!-3 
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'i?.£Ast.ri:Y IEP.\RT.t:::T 

'liashi~n 

(The following addreos by nandolph E. Paul, Genoral Counsel 
for tho Treasury, is scheduled to be delivernd before the 
Forur.t on ~lorld ,\!fairs a rranged by the Brookl;yn :lection of 
the llll.tional Council of Jewish Women in the Academy or · 
tlusic, llrookl;yn, II, Y. ; a t 11115 a , m, Ell.storn.J:Iar Tit~e , 
'fedncoda·r. February 24~ 1943, and is for release upon 
delivery at ~hat tilt.So 

FAY-AS-Y00-00 W.,TIOll 

I had ~ho op;-ortunil>J of rarticipeti!lll in your fo::o:n a year ago, 
and it '1<80 with !)?Wino pleasure that I acceptod your chair.::a:~ 1 s invi­
tation to join Y<TJ a&ain thiS year. 

Seal of you will recall that last year I dioeuosed with you the 
Oovernoont'" critical need for raiainc $9 billion in additional taxes . 
Today the Oovornment'o reverue needs aro IJ'Ven more critical. 

The roason is not far to oeel<. l'lhil o our 11ar e.trort has been 
greatly intorwi!iod during tho past 12 montha, t~ strain U)lon our 
economy hD.s been correspondin(ll y acv.ravated , In-cnedintoly a!tor Pearl 
llarbor we wore o)XIndinc for Yl&r at ~!1e r ate of $2 billion a nonth. 
O..r war expenditures have nw reached thD. rate of C6-l/2 billion a 
month , In the next fiscal year averace monthly expenditures 'nll top 
$8 billion. Io..earl :r 1')42 our revenue (loa.l, ao sot forth by the 
President., wac nn additional C? billion. 'today our nir.itto ere set b1 
tho Proeident'o budcct nes::age for an additional :116 bUlion or col­
lecti ol\11 , ~nerca.se is necessary to l'aise annual collections to 
$SO billiOJ\o Ireview these figureo deliberately. It is only in the 
light or these urgent revenue nocosaitios that I can intelligently 
approach f!1Y oubject of this morning - pay-as-you-co taxation . 

At the outset or ey discussion, I want to :W<o it clear th<lt the 
Tt-easucy ia in cor.~pleto agreement vrith tru objectivo or J11tting our 
tax system on a poy-as-you- go basio , Irdood, ~ho rreasury has been 
recommendi lliJ pe.;y-as- you- go taxation for a 1 a1;.: tiJoo , Concress has been 
a•111ke to t.ho oruno need for a l one tiJI\6 , htblic intvrost has not lagged 
far bohird ard hao n>cently acquirnd rrcat tnor:JOntum. · Today tho question 
i s not whoU1or 1'19 should haw ply-no-:rou-r;o taxation, but how we sh&ll 
get to ouch a systom, 

ThD. crowing intorcot in this subjoct is very natural . Tho income 
tax'roachos t6n tines as ~~y peoplo today ao it reached five years 
aco, and tho ratts are higher than they have evor beon in American 

35- 48 
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history. Under t te existint oat~ of inoo!2l ta.'\ pB)'l:llnt tte tax for 

any ;rear is paid in fwr inetalloonts durillj; the !ollonin:; year. 

l'ayif\': in quarterly installments is obsolete :for en incomo tax Vlhic!l 

is iloposed on olllions of indivio:luals 11ho baae tteir budcotinc on 

\'ieekly, smi-oonthly, or monthly pay creeks . Pa.YinG in the year 

.follO'aill(: receipt of incoll>3 is likewise obsolete rt.1en t he tax in 

im)XlSed on !Ul.lions of people rmose incconaa fluctuate violently fro:n 

one year to enotter, an<! 11ho J:lll,y have no incone •lhen the ta.-: has to 

be paid . 

'!'o rteet the ~eds of these million:< or pooplo ""' need a syntel'l 

•·:d.ch r:ill collect incooe taxos bit by bit as tho incore is earned. 

ilo need a system •mich •fill con ect the taxcn on 191.3 income in 1943, 

anr! ·Mch ·.-:ill to a lar{;e oY.t.mt collqct it out of each paycheck. 

'!'!lis is tro mart of po~s-ynu-go ta.'\atioro. This is "hat 1:o nocd to 

roke the i ncOIN: tax a more flcxibl o instrument in coob<ltinc in.'1.:~tion. 

This is \'lhat the taxpayer nooda to nekc tho paymont of Ulo incOII'C tax 

ct~nvcniont . l!ost of ua ar<. a:;raed up to this point . Difforoncos of 

opinion center upon ~ c:ucstion: llo'.< can r.c got such a system star ted? 

You may ask tho qucHtionr Why not start tho syst<.>r~ by colloctins 

1943 taxes in 1943? This '<OUld :xan that in 194:3 we Tiould pay taxes on 

1943 inco..: and also taxes on 191/2 incor:ll . This 110 !'Iicht do t.i thout 

difficulty if rntcs ·.:or e l01rcr than t hoy nrc . Indocd, our pressing 

rovcnuo ncccsoitics aro a str ong e.rcurnent for doin,; so . Jloi'IOVtr, it 

c:ust bo roco~;nizcd that !".any o: ou r taxpayors failo d to accU!!nl].ate funds 

out of 1942 income for the payment of t.aJc on that income. Tm level of 

rates is such t bnt consi.cicrablc herdohip micht result from payinc in full 

t'lo years • taxes out of 1943 incom, par ticularly in the case of those 

taxJ'lyer$ .:hose inco1:10s will have declined in 194:3. 

One plauoiblo soluti on t he.t ~o been niferod is to for(liVe to.xes 

on 1942 i ncomo. ·,:!ly not lst bytones be bygones, it is a rcued, and forget 

about taY.es on 1942 income ? Since in 1943 an individual 1rill be Jlllil1ns 
a tax on his 1943 income, llhy require him to pay a tax ao •rell nn his 

1942 income? \Thy not skip a year ' s taxes? 

'i'his soluti on hns deceptive appeal. nos t of us are human enou:;h 

to be pleased nt tho prospect of escapine tax on one year's incorre . 

The appeal is decepti ve because O'Vcr a period of years t.'lo G"'·e rment 

lw.s to raise a civcn o.-:u>unt o: t.a.>:os; citror the :J&J~~e pco;>le n1ll have 

to :>'IY tho samo amounts rlcspito tho ! orgivoncss or tro .for~vcncns •li.ll. 

require that 30m:l' pay moro and othc:rs ray loss. II ·.:o cnnccl a ;.real' ' • 

taxes in :;ettin(; to D. J'Cj'-<l:S..y!)U- CO syster.1, the ir:lportant.question is I 

lion ~rill that affect inc!ividual taxpayers, and ""o r:ill. pay the addi­

tional taxes -r:t' need? 
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Yll\Ue the ~ffect of for~;iveneoc on an indi.vidual's tax paymon\.s is 

not .!"elt until his income declines or ceases, it haa a sisnificant 

iJnmediato e.f!ect on hie economic status. The 111110unt of taxes cancelled 

repr esentll an inlllodit.tc addHion to tho taxpayer's wealth. This addition, 

-f.\l.ch would depend on his inecxoe 1n 19~, varies widely f rom individual 

to individual. Cancellation would · not iloprove the posi tion of tho 

i!¥iividusl ·.vho hod no incane i n 19~ and "ae not subject to· tax . 

A married person >lithout dependents with a net income of 112, 000 would 

rain·$140 if the entire tax'>~'ere caneolled. I£ he hed a net inc<Xlll of· 

0100, 000, he would·cain 0641 000. I£ he had a net incoce of $11 0001 0001 

he would cain caso,ooo. 
Tho cancellation of taxes on 19~ income lfould 1n effect wipe out 

much of the tax inercases imposed·to f inance the >:ar, In the case of 

a per son with a $2, 000 net income, it Ylould wipe out ??% ot the tax 

increasoa i."'posed 1n the last three )'O&rs . At the $1001 000 level, t he 

arJOunt' tor (liven equals 102 percent of these tax increases and at tho 

0110001000 l evel, 320 percent. 

Another way to juclsc the effect ot cancollation on the individual' s 

economic status is in terms ot t he income he has lof t after taxes, This 

is· the amount he may spend or save oach year. For the individual vlith 

(;2, 000 i ncooe the forciven tax 'I'IOUld be the equivalent of l ess than one 

nonth 1s incCICle . For the individual with a $1001 000 income, the forctven 

tax ITOuld be tho equivnlent of al:nost two years' income after taxos , In 

the esse of a mlllion dollar income, the for (livenesc of a year's taxes 

would add to the taxpayer's wealth at one stroke as cuch as ho could add 

in nearly 6 years by oavinc every dollar he had l eft after paying taxes 

and spending nothing, 

Is it reasonable to suppose t..'la t certa.in 1ndi,'idusls can s&in 

while nobody loses? Can ... -. add to tho \'lealth of one ta."<J))':,oer the 

equival ent or· 6 yearo 1 i ncomo after taxes w1 thout being oblieod ae a 

consequs nce to inpose additional taxation on ot..'ter ~rs? I think 

110 all know enough about aritlnetic to knOIY that thu 1a icpossible . 

When some j>eoplo get somethin~ f rom tho Gove M1l!Ent other people. must 

poy for it, 

We can see this by t urning to the qnootion of haw we can set the 

additional revonuo·thnt we so badl.y need, if we cancel 19~ taxes , 

We will, of course, have to raise income tax rates , But, it may be 

asked, what difference does it oako IThether we raise additional revenue 

by collecting the taxes we have already imposed or by cancelling these 

taxos nnd imposing others? There are two important ways i n which our 

choice of methcxl w1ll affect the distribution of the t ax burden. In 

t he first place, if wo cancel 19~ taxes, the additional revenue w1ll 

bo ra.i sod s olely on the basi e of the incooee of 1943 and subse<:uont 

)'Oars without ro&ard at all to the 19~ inccrna . Those who had eubotantial 
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lnco""' in 1942, but ~<i'lo receive little or no incoM in 19/,J and subse­
quont ycaro , 1'1111 contribute r:uch less to tm \rO.r costs than those 
·;:;rJOO position is rever sed . In the s~cot-d place , M<! moro iJ:\portant, 
rates on tho hiclvlr incon»s are alrea.:l.y ao h1Ch thn t they ca:t 
ncnrccly bo increasecl suffi ciently to lt'D.I<e up for tho amount of. 1942 
tn.~on i'orcivcn. Tho grea ter port o£ any inct·~auo in tax rates will 
llllvtt ~o !'all on to..'<P":-crs i n tho low rm:! ni<ltllo incono groups . lt is 
not •liUicult to recover the t~~J<es torciwn at tho bottom, but it is 
pructic&.\l:f itlposoible t o recover :ro:n tho tel' lnco..-,a tho Bl'lounte 
thew 11oulc! bo forciven. 

Thcco ere tho rcasom :.1\;; it h8a :tOt ""on possi:,lc Zo:- t.11e 
:'roasury to rccO'-'CCnd to the Con;;roos tho c<'.,plote cr.nccllation of 
taxae on 19'.2 incOI:<'s . It has not been poosiblc f?T the Tr~asury 
to reco:Dln<! :Wcislation •rh:ch dll bC"rofi'. a fen at. tho ·cxponsc of 
tho Ml'\7• 

In diseussitJn:l o!' ~his 9robl:n Sol~~ t:n:wi\lc rat;iou has ~n :;ivan 
to perticl cancc.llation ol 1'.:!.2 taxes . In so far no such 1»1' tie.l 
concollatlon bostOlm bensi'its on r.ubstan~!ally ~11 texpa;r,rs , anti 
dietributcn t!1ono bcr.:fits a:•~tl(: ~:'<pliY\)rs oqul.tably, sor.c of the ob­
jections to complete cancollatl.on do I!CJt npply. Th: revenue w!>ich 
11culd 'oo loot by tro Gowrlll\tmt could l>o; maC:c up lr; incrce.sed taxation 
.from oubawmtiall y the ~am<> 1nd1vlAWllr< w;1o bcrofitcd b;r cancoll~>tion . 

In concluaion, let me· restate :ln o..o.ct tcr1:w the issue involved 
in .Corci\'eooss of taxes on 1942 inconcs . TliC!ro iJ no issue O&t1"een 
the Treasury arid taxpayers . The !'<I ia r:n 1sou? be t·'·'een different tax­
!X'o)'8ro. It ccncorno their n!=e of the tcx burden. T:e lt.w~ to l'l111nts1n 
our revenuas . Indeed, ''" ru-e ;need ,-J.\.:1 the necos~it:l of raisi~~~; addi­
tional Mvenw 1n t. time o!: naticnal perU. Sroul<i ~te forcive taxes 
on ~r•ons ·1lo had 19a incc:ll!• ,,;.,.,n · e #hall lxt obligee to i:1creaso 
cn:atly the taxes to be ;:ei.<i out of the incoces of 1943 an<! ::uoscquont 
yecrn? Tho decision roe !:eke on this ~ucsti~l< "Ul <ioter.:tine to a con­
sidernblo o::tcnt 1tho :rl.ll pay t.'lis incrcnNt in ~os. 

• 
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Sub ject : 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

s Situation, 
ending February 27, 19~3 

swnmary 

CON;;'IDENTIAL 

DATa March 1, 19~3 

Price control: The effect or increasing pressure froc surolus 
funds ot individuals becaoe More evident laet week, ae 
retail buy1nJ continued unseasonally heavy, coccodity 9rices 
~de further noticeable gains, and stock prices rose to new 
hi &ha on a broadened vol ume or trading . 
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Coumodity nricea: Legislative develo~Ments were a factor in 
the increased buyi nG activity in oo~nodity markets last 
week. Senate pass age or the ~nkhead bill and House committee 
annroval of the new Browtl blll to include labor cost s in the 
parity formula, helped raise wheat and cot ton prices to the 
higheat levels since 1929. 

Stock nrices: Trading activity and prices reached new hi ghs 
for the current rise durin5 the past week . Railroad stock 
prioee led the upturn nith an advance or 7 percent . Despite 
their recent gains, however , railroad stocks continue to 
sell f ar below levels attained i n previous periods of high 
business activity, and at an extraordinarily low 9ri ce­
earninga ratio . 

Consumor buyin3: Dea?ite a decline from t he previous week, 
denartcent sto~e sales in the week ended February 20 were 
sti.ll unaeasonally hii;h and 32 percent above 191;.2 levels. 
Sole~ in the Dnllas and Kansas City ~iotricto ran 70 percent 
and 6~ percent respectively above the corresponding week 
last year. 

Industrial ¥reduction : Further gains i n muni tions output 
cat•riedhe FRS ad justed index of industrial production in 
January to a new peak at 200. Thie comparee with 197 in 
December, and with 167 1n November 19~1 before our entry 
into the war. 
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Inflationary tendencies becominG more a~~arent 

The 11c.r - t1me tendency ot oonsuoers to bid coopetitively 

ro1• d~'indlins su1)1)11es or goods and OOIDJ'lOd1ti es has become 
distinctly evi dent l ately. l!erun;hile , the increasing volume 

ot sur /lue purchasins poner of individuals i s beinc reflected 

i n n Gro1~nr interes t in t he stock market as an outlet tor 
i nvest :!lent :f'undB. These t endencies 1:ere llie;h-liE;hted last 
1·ec:{ by lldvanceo to nell hi~;hs in commodity prices, featured 
by ~ ehnr1) rise in grcln prices , by additional evidence or 

uneet>.sonnl e:.."9nnsion in dep:u•tflent s t ore sales, and by 
broadeninG activity i n the s t ock market at r isinG prioes . 
Le ·i sl~tive developnente pointinG toward hiGhe~ 1)r1ces tor 
rero ~rocucts, and public uneaeineeo over r a tioning develop­
cents , have been major influences in the new trave ot cotnJ.lod1 ty 

buying , l'lhile the unexpected declaro.tion of a $2 dividend by 

Southern RL.illtnY on Tue sdey touched oft a volume of buying in 

rn1lroad aecuri t ies , which b1•ondened to encompass a tilde list 

ot stoclto . 

Colllr.lodi ty prices 11ere pushed upm1rd as traders interpreted 

Senate paeeage ot the Benlchead bill, banning use ot C-overll!Jent 

'aymente in computinG f a rm product ceilings , as further con­
f il•mat ion ot the farm bloc 1 s po~;er to override AdminiStration 

efforts to stabilize prices . All'proval by the House Banking 
Co::>mittee ot t he ne;;ly-1ntroduced Brown bill to include all 
tnrm l abor costs in computing parity was an adoit1onal bullish 

influence. In consequence, the Dow-Jo»es index ot futures 
co=od1 ty , rices, wb1oh i s heo.vily wei ghted by 1·1heat, cotton , 

and corn, rose to a new record high, and lloody1 e 1ndex or cash 

co~onity prices reached ita highest ~vel in 14 years . 
(Bee Chart 1 . ) ·-

Stock 1)ricee a t new r~&he 

A new ~;av e of s tooit buying c;ot under ltny l est treelt ae 
railroad securities reaponded sharply t o the first dividend 

?ayment on Southern Railway co~on since 1931 . The timing and 

amoun t ($2) ot the dividend declaration were unexpected, and 
induced heavy buying or railroad securities followed by rene>red 

buying or other stooke. By Th~sday, trading had expanded to 

t he second b1ghe•t level of the year at 1,$00,000 eharee , and 

225 stocks made ne11 highs tor 1942- 4) . The Do>r-Jones a.veragee 

of industri al and utilities stocks touched new highs sinoe 
l <ll' l, ~·hUe the r ailroad average was a t a ne1·1 h1gb sinoe 194<>. 

(See However, the net advance tor the week in the 
was leas than 2 percent . 
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RI'J.lroad otock !)rices lng behind e l'.rnings 

Althou::;h rai lroad s t ock prices l ast ueek rose about 
7 percent, this relatively larr,e percentage C• in partly 

reflects t he r ecent loti levels of the Do~t-Jonee r ailroad 
e.v rcge . At the end of the week the average was etil.l 
only 32 .06 , as compared wit h a 1937 high of 64 .46 and a 

1929 hi gh of 1a9 .11. 

Despi te t he marked improvement i n r ai lroad earnings 

since the out break of ltar, r a ilroad etook prices have shown 
only relatively moderate gains , and continue t o sell at 
extraordinarily lo11 price-earnings ratios. This is striltingly 

shown in Chart 3. It Will be noted that lthile ·net railway 

opercting i ncome in 1942 soared 27 percent above the 1925-29 
average , railroad st ock prices were only about one-fi fth as 
high as in the 1925-29 oeri od , and after the recent gains 
are still only about one-fourth as high . 

Among o t her factors , thio low price l evel r eflects the 
belief of investors and speculators t hat t he current large 
earning power of the railroade is but a temporary war- time 
develo9Qent, to be followed by f urther deteri oration in the 

long-term r ailroad outlook due to the inroads of competing 
forae of transportation. Concern over the outcome of pending 

demands f or wage increases and r a t e reductions has probably 
also contributed to t he earlier lagging tendencies of rnil­
roud s t ock prices . 

Fnotors under lying market ri se 

l·lhne the i mpact of 1.1 vidend resumptions and debt 
reductions is apoarently bringing about a somewhat more 
O?timist io ap1)ra1sal of railroad stocks , factors of a broader 

nature underlie the upward trend of stock prices i n general 
during recent months . Among those moat frequently cited are 
t he f ollowing: 

(l) Increased confidence over mi litary developments 

and the ul timate defeat of the Axis. 
( 2~ Fear of inflation . 
( 3 !-!ore conserva tive poll tical trends. 
(4 Increase in t he money eup9ly and the pili ng up 

of funds exerting pressure f or investment. 

Consumer buying sti ll heavy 

Although consumer buying has f allen ott somewhat !rom 
t ho peak rec.ched in the second ueek in Februl'.ry, depar tment 

stor e sales have continued to run tar above year-earlier levels. 

~hue despite a drop of 13 percent from t he previous week, 
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department store sales in the week ended February 20 were 
still 32 percent above the corresponding week l ast year. 
(See Chart ~ .) Moreover, the Dallas and Kansas Oity dietricts 
again Sho~red auch Wider gaine, W1 th increases of 70 yeroent 
and 64 percent , respectively. 

Preliminary reports indicate tha t sales continued at a 
f eet pace last weelt, although the volume ot advance buying 
a~~rrently showed some further slackening. Near the end of 
the ~reek Dun and Bradstreet estimated that nation-~r1de retail 
sales uere running from 22 percent to 26 percent above the 
corresponding ueek in 1942. Boom sales volumes were r eported 
in toed, a ~arel and o ther textile items. Heavy buying of 
women's clothing featured t he recent upsurge in department 
store sales. 

Uncontrolled farm products continue to lift price level 

41 

Wholesale prices of basic commodities spurted upward last 
week following Congressional action to increase agricultural 
prices . The BLS i ndex of 2S basic commodities was carried up 
0.3 percent tor the second successive week. (See Chart 5.) 
The index ot 7 uncontrolled commodit ies ~dvanced l.l percent 
from t he week before, and has risen ll percent since November . 
The rise was led by grains, pr i ncipal l y flaxseed, wheat and corn. 
Cotton yrioes again advanced sharply, reaching a new 14-year 

high. 

1'/heat 'llrices also >rare at their highest l evels in 1~ years. 
A<".ded stimulus t o t he rise '<as afforded by the announcement ot 
an UJ>Ward r evision of maximum prices tor flour milled from soft 

red winter tmeat. This is likely to result in higher ceiling 
prices f or crackers, biscui t e , and pastry. '):'he nell flour 
ceiling is t he equivalent of a ~rheat price of $1.6o a bushel 
(slightly above parity) tor :1o . 2 soft red winter >rheat in 
Chicago and St. LoUie. 

In th Prices of soft red wheat above pnri t y, the OPA 
announced at t he end of the week t hat a ceili ng will shortly 

be placed on t his t ype of whea t at ap~roximately the present 
JJP~ket level. 

In the ~reek ended Februery 20, the BLS all-oommodi ty index 
ot wholesale prices continued t o rise gradually, advancing 
0 .3 Percent. The index a t 102.4 stands 36.5 percent above 
the pre- llt>.r l evel of August 1939. 
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Outlook fur pork su~~lies in 1943 

llo11 that Federlllly-inspectsd sle.u6}lter of hogs has been 
reported for the entire year or 1942 and the number or hogs 
on f arms at the beginning or 1943 is known, i t is evident 
that total hog slaughter i n 1942 was leas than gener ally expected . 
..m increase of average live weight, however, pnrtially offset 
t he deficiency in nw:1bers, so that tote.l. pork production ttas 
only 2.4 percent less t han the Department of Agricul ture's 
goal . The lees than anticipated production may be ascribed 
not only to compliance 1'i th the Government 1 s request t hat hogs 
be ted to heavier weigbts, and 1nthholdi ng of more stock for 
breeding purposes , but also to a smaller t hen estimated spri ng 
pi G oro~ in 1942. 

An increase in the pork production goal of as nercent 
has been called for in 1943. If the 1943 pork production goal 
is reached, t otal pork supnliee available tor civilians will be 
a t least as large es i n 1942, but ~~ll be substanticlly lees 
thP.n the amount oivilinns t/ould buy i t they could get it. 
Ho!'; slaur;hter this year, hot;ever , has not start ed ausp1c1ouely . 
Secretnry :lioltard estimo.tes a decrease in meat sunplies reaching 
co~•eroinl markets, chiefly diverted to black markets , equivalent 
to 10 to 20 percent or total slaughter. 

The d1ve1'&1on ot hog supplies from usual ooramercie.l 
channels actua lly became apparent in the final quarter of 1942, 
and in Jr nuary Federa l l y-ins?ected slau&bt er was 20 percent off 
from l a st December and 7 percent from J anuary a year ago. The 
Department ot AsricultUl•e has expect ed much larger market ings 
of hogs in February and March, but Federally inspected elo.ue;h t er 
in Februery ~ae probably no more than 10 percent grea t er then 
in February last year. 

Shar~ decli ne in Federallv-ine~ected civilian su~nlies 

Feder a l ly-inspected por k supplies available to civilians, 
ho~ever, are likely to amount to only half as much as in 1942, 
since all Government- procured sU?pliee must come troo Federally­
inspected plants . A s~bstantial decline in t he ci vilian oupply 
of this class of meat occurred last year. To the extent that 
metropolit an arena and thickly- popul ated defense secti ons are 
ce? endent on ceat enterinG ~nterstate cocoerce (Federe.lly­
i ns?ected) , core seri ous disloca t i ons i n distri bution may occur 
t his year. 

A partial of fset i~ the probability of a diversion of 
c l r.r-:;er t han usulll nroportion ot com::lercial hog slau&bt er to 
?edert'.l ly- ins.,ectecl. plant s . Si:~ce :;>esse.:-;e of the Fu:tner Act, 
tciiich , for the duration of the wt' r, per wi ts plantG not ordinarily 

O.oing on i nterst ate buoineas to hnve Federc.l i nspection , the 
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number ot plants receiving such ins~eotion has increased 

20 percent . In Decer.1ber, hottever , t hese additional 135 plants 

slaughtered only 2.S percent or Federall y- inspected hogs and 

6 .1: o~rcent ot the cattle. 

Feed and labor shor t ages ntfeot hog Product i on 

Two factors l i kely to keep hog ~reduction under the 1943 
goal are shortaGes ot labor, and L~ortaGes ot protein teed , 

eeoecinl ly trutkage . A great er supply of labor would be 

pnrticularl.y eff ective at farro~ling time . \'/hen huge production 

is i nvolved, a fractionnl increase in the average nucber of pigs 

saved per litter could add mi lli ons ot hogs to the aggregate 

crop . 

Govern:nent ~1heat is perhe.pa the cheapest hog feed at 

present, and since ·bogs require l ess protein feed Wi t b ttheat 

t han W1 th corn , :reed uhea t supplies are o:t" growi ng importance 

ae supplies of protein feeds tiJbten. The outcoce or the 
Congressional debate on making an additional 100 milli on 

bushels o:t" CCC reed wheat available at S5 percent or parity 

ot corn uill t herefore lw.ve considerable bec.ring on hog 

oroduction . An indication or t he effect or th1e trheat on 

teed prices tras seen recently , when the De:mrtment o:t" Agri culture 

index ot feedstuff pr i ces advanced 1 .6 percent i mmedi ately 

tol lowins the suspension ot s~les ot CCC feed wheat. 

Some r ecent food develonments 

Several Government measures have been t aken in the past 

t1eek to increase our food and teed sunolie e and t heir equitable 

distribut i on: 
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(l) Retail price ceilinc s have been placed on 7 fresh 

veget ables, in aol-dition to pot atoes and onions , ' rhich hc.ve r ecently 

been i mportant factors i n the rise in food cost e ; 

(2) Wheat marketing quotas have been suspended, and 

restr ictions on pl ant ing ot ~•heat hnve been r emoved; 

(}) As part ot a nation-Wide emergency program, the 

Department or Agriculture bas offer ed to buy dai ry cat tle in 

t he 1/aehingt on milkehed and other areas to prevent her d 

liquidation because ot rising teed and labor coste; 

( 4) A mi lk price increase to producers in the 1·/ashi ngton 

car~et , which vould result in a one cent a quart rise to 
consuoers, hae been recommended to the industry by the Department 

ot Asrioulture. This i s beinc visorouely protested by dairymen 

as t oo low. 
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Dl\iry problem& in the New York area are becoming more 

diffi cult . A serious m.ilk transportation crisis is reported 

88 developinG in the !:ftw York a.ilkshed oui ns to curtailment 

in the number of motor t ank trucks available , resulting from 

competition by o t her market s , from difficulties in getting 

parts, and in complying 1:ith Ooverlllllent orders . Butter 

receipts have been seri ously curte~led since the recent ceiling 

?r ice order of the OPA. Accor ding to the trade , the order 

t~iled to allow ndequate margins tor the Jobbers and distributor s 

1ho buy from the ~rimary receivers and sell to t he retail trade. 

Farm foodstuff orices continue to rise 

Subst nntial advances in farm prices for cost farm products 

occurt•ed in the mont h ended February 15, particularly for t ruck 

crops and fruits. The index of average farm prices, however, 

was stat istically reduced 2 . 2 percent because of a drop in t he 

index of tobacco prices, occasioned by a shift in m!\l'ketin' ;s 

froc higher- orioed to louer-~riced t Y!)es of tobacco . 

Increases in feed and seed prices, coupled 1~th stendy to 

higher prices for other goode bought, lifted the index of prices 

oaid by farmers lt percent. The net result was a decline of 

~ points in the computed ratio ot pri ceo received to prices 

paid. Thus the farm price index in Februar y stood at lll percent 

ot parity, as coapared 1:1 th 115 percent in J anuary. 

· Industrial m•oduct i on at new high 

Furthe1• gains i n muni tiona output durin.; JanUD.ry raised . 

the FRB adjusted index of i ndustrial producti on for the month 

to a neu peak at 200. Thi a comparee with 197 in the previOUCI!!! 

111onth and with 167 in November 1941 just before our entry into 

the war . (Bee Chart 6. ) Non- dur able goods output i n J anuar y 

decreased slightly , but the decline t;as less than s easonal, 

While lower output of crude petroleuo an~ anthracite coal caused 

a slight recession i n t he adjusted index or mi nerals production. 

The transpor t ation equip!Dent (including shipbuilding and 

aircraft) and machinery components of the i ndex continued to 

'Once t he rise in Januttry. The output of these t~·o major 

induatrie~ croupe duri ng t he month l!D.s 560 and 347 percent, 

respect ively, of the r a te of out put i n 1935- 39 · At these 

~1· eatly expanded levels the industries ment ioned ~1ere accounting 

for \1ell over one-third of ag(tr egnte i ndustrial production . It 

thus becomes a~parent that the transition of these particular 

induetries to a peace-time basi s will cause some of the most 

serious d.ieloca t ions and oose some of the meet di fficult proo~e1ns1 

of t he post-we.r era. -
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

SECRETARY MORGENTHAU 

~IR . THOMPSON 

DAn March 1, 1949 

The situation with respect to the War Savings Staff ' s 
1944 budget is as follows:-

1944 ESTDiATES 

As originally submitted to 
the Bureau of the Budget , - $11, 881,048 

Reduction by the Budget Bureau, - - 2, 581,048 

estimate as approved by Budget and 
submitted to Congress, - - $ 9, 300,000 

Substantially all of this Budget cut 
was the direct result of informal testi­
mony presented to the Budget Bureau by 
subordinate officials and employees of 
O.W.I. , who stated that in their opinion 
the War Savi ngs Staff ' s 1944 program of 
posters, pamphlets, booklets, radio, and 
motion pictures should be curtailed. 

Specifically, the O.W. I . recommended 
to the Budget that the Staff's estimate 
be reduced as follows: 

Recommended Reduction 
Posters, - - - - - Sl9o,ooo 
Pamphlets , - - • - 620,000 
Booklets , - - - - 260,000 
Mat s and Elect ro•, 800,000 
Radio Programs , 58 ,800 
Mot ion Pi ctures, - 180, 000 

Total 0. W. I. 
Reduction, - -$2 ,108,800 

v 
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In addition to these O.W. I . reduc­
tions , the Budget Bureau made a further 
cut of - - - - - - - - - - - - - - - - - $ 472,248 

Tot al r eduction by Budget 
Bureau, - - - - - - - - - - - -

In its letter dated November 27, 
1942, (copy attached) the Department 
formally protested the Budget Bureau 's 
reduction . 

- $2, 581,048 

No change was made as a result of 
the Treasury 's protest , and the esti­
mate , as submitted to Congress, was in 
the reduced amount of - - - - - - - - - $9,300,000 

The House Committee on Appropria-
tions reduced the estimate to - - - -- $7 ,700,000 

On February 11th, the Treasury wrote to 
Senator Hayden, Acting Chairman, Senate Sub-Committee, 
protestin~ th~ action of the House in reducing certain 
Treasury 1tems. A copy of the Department 's protest 
covering the $1 ,600,000 reduction in tlie War Savi ngs 
Staff 's it~·-~ attached. On February 17th Mr. Graves 
appeared before the Senate Committee and urged the 
restoration of the amount of the reduction. 

The Treasury Bill is still pending before the Senate 
Sub-Commi ttee on Appropriations. I am advised that it 
will probably be reported to the Senate on Wednesday or 
Thursday of this week. In accordance with your request, 
copies of our protest letter have been furnished · 
Mr . Biffle , Secretary to the Majority in the Senate . 
Mr . Biffle has promised to do everything possible to 
assist us in having the items r estored. 

~ 

~ 
Attachment 
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November 27, 1942 

The Director , 

Bureau of the Budget . 

Sir: 

Receipt is acknowledged of your letter of Novem-
ber 19th, advising the Treasury of its appropriation 
allowances as a~proved for inclusion in the 1944 Budget. 
In accordance With your request , schedules of obligations 
have been revised to reflect the allowances as listed . 

The Treasury feels compelled formally to protest the 
reduction of $2, 581 ,048 in the estimate submitted for the 
War Savings Staff, under the indefinite appropriation 
"Expenses of Loans , Act of September 24, 1917, as Amended 
and Extended" . This reduction, which is stated to have 
been made on the basis of. information obtained f rom the 
Off ice of War Information , will result in! IOb•taa.tial 
curtailment of the Treasury' s 1944 program for the promo­
tion of sales of ~ar Savings Bonds . 

Upon taking up the matter with the Office of ~ar 
Information, this Department learned that the persons 
upon whose testimony the Bureau of the Budget bad relied 
in curtailing this program were subordinate employees of 
O.W. l . , who are not regarded, either by the Treasury or 
by O.W. I . ' s Director of Domestic Operations , as being 
qualified to pass final judgment, ln behalf of o.w.r .• 
on the scope of the Treasury' s War Savings promotional 
activities . 
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The Treasury shares with the Bureau of the Budget 
an earnest desire to promote the sale of war Savings 
Bonds under a program that is economical as well as 
efficient. It bas always been and will continue to be. 
the aim of the War Savings Staff to conduct this cam­
paign at the lowest possible cost consistent with 
complete fulfillment of the Government's purpose. 

This Department cannot, however, ~cquiesce in a 
reduction in the funds estimated as necessary for this 
campaign where such reduction might result in serious 
impairment of an activity generally re~arded as essen­
tial to the War effort. Tlie Treasury 18 not at this 
time urging restoration of the $2,581,048 or any part 
thereof to its 1944 appropriation estimate for inclu­
sion in the Budget, but will be willing to wait until 
the War Savings Sta.ff has had the benefit of three or 
four months' experience under its reduced appropriation. 
At that time it will be possible to appraise more 
accurately the effect of the Budget reduction, and we 
shall then take the opportunity, if the situation warrants, 
to request your approv~l of a defici ency estimate. 

Very truly yours , 

(SIGNED) W. N. THOMPSON 

Administrative Assistant 
to the Secretary. 

• 
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ABS!RAC1' PROII 1'llllS1JIII'Ta PIIO!Df L!n lll 
OF FBIRUAIII' 11• lHll• 1'0 Sill A 1'011 IIAIWII. 

ACTIIfO CBADIIWI. SIB Tl SUB..C<IIIIITTII <II APPROPRU_ri_ CIII_ S_, ---·-

Bt/R.I!AU OF Tl!H PUBLIC 088'1' 

Appropriation: •6Jcper~~~oa of Loans, Ac~ of September 24, 
1917, ae amended and extended. • 

Pace 12, linea 14 and 151 utr1ke out "1157 ,ooo,ooo• and subetitute 

''1i58, soc, coo•. 
The woount of the lludcet estimate under t.ho indefinite approRri•­

Uon •JPq>ensea of Loans, ftct or September 24, 1917, as amended and ex­
tende<!• was S58,600, 000. This amount was reduced by t.he House, upon 
tbe reco""""ndation or the Collllllittee on Appropriations, to $57,000, 000. 
The Department recoa:mends tho restoration o! the amount of this reduc­

tion. 

55 

The appropriation 11Y.Xponses of Loans" is available for two purposes , 
l'irst, expenses in connection with tho aclainietration or t.ho public dabt, ' " 
including the costa or mnu!acture, issue, rttgl.stra tion, and redemp-

Uon of Govemaent securitiu, and tbe accounting therefor; and, seo>nd, 
t.he expenses of pro.,oting the sale of War Bonde and Stempo, through the 
liar Savings Starr . 

The Budget estimate for administrative expenses was 11491 500, 000, 
and for the .. r Savings Starr, :09, 500,000, The re$1uction ""de by the 
:louse wao in t.he latter i tea, tor which onl,y $7,7001 000 was allcnrttd. 
This is by coapar1son with $12,000,000 allcnrod tor the same purpose 

for tbe fhc&l year 194S. 

The reduction was made on the ground thet excessive quantities of 
advertising a.nd pi"Oiootion material wore being sent to newspapers (House 
Colllllli t t4e He port, p. ll) and that savings III:Joun t1ng to the ~, 600, 000 

llight well be made in expondi tures for printing and binding. 

It was ,pointed out in thtt hearings before tbe llou:oe Cocal.ttoe on 
Appropriati.Olls (pp. 236, 265, 274-6, Hearings) that the Budget Bureau 
reduced the eetinlate for tile war Savings Staff for the fiscal year 1944 
from ~.000,000 to ~.300,000J and ~hat t his reduction was chiefly applittd 

to the printing and binding i tom, which the Budget Bureau red.uettd from 
95,500,000 for 1945, to :.2,888, 144 for 1944, in anticipation of sav-
in&s vhich it was supposed could be made by the Departeent. The 

rurtber reduction of i]., 6'10,000 made by tho House in tho pri nting and 

binding 1 tea apparently overlooked this previous reduction in t.he """" 
item by the Budget Bureau. SUch an a dditional reduction could not be ef­
fected onthout tiariously impairing the work done by tho War Savings Start 
in promot ing the sale of l'lar Savings llond.o, and it is urgecl that the full 

amount includttd in the Bud.not estinlate be allowed, 

, 

\ 
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r1tOW 

• 

TREASURY DEPARTMENT 

INTI:" OI"I"ICI: COMMUNICATION 

DATa 

Secretary Morgentbau 

Frances McCatbran 

March l, 1943 

C0NTROVERSIAL I SSUES BEFORE CONGRESS 

Controversial issues before Congress this week continue 
to range from "A to Z", including such a wide variety of 
subJects as taxes, spending, the many-faceted problem of man­
oowl'lr , farm parity, etc., and running through them all the red 
flag of divergence with Administration policy . In the House 
\lays 11.nd J~eans Subcommittee drafting pay-as-you-go legislation, 
members tor n between the Ruml Plan and Administration opposi­
tion to comolete cancellation of 1942 taxes, ar e said to be 
considering' a 19 or 2~ withholdin§ tax and to have temporarily 
aroooed discussi on of "forgiveness . Thr eats have been made 

60 

by Reoublicans, rallying behind the Ruml proposal , to relieve 
the harr assed Committee of further reenoneibil ity and to force 

vote on this olan without further ado in the House. In the 
Cornmi ttee on Non-Essent ial Expenditures, Government eoending 

11 a§ain be question~d this week in an inquiry from "top to 
oottom' on the workings end expenditures of agencies set up 
under the RFC . It was rumored, too, that li quidation of the 
rlC LC had been tentatively agreed unon in the Committee. On 
one phase of the debated manpower issue, Capt. Eddie Ricken­
~acker wil l be asked to testify before the House Naval Affai re 
Co~_i ttee on a rider to a naval personnel bill which would 
rP~Ulre a ll Navy contractors to reoort to draft boards the names 
of emp loyees remaining away from work without cause. If passed, 
this would be a start in a great drive against "absenteeism" 
in war plants . Labor would again be put on the soot in the 
Hobos Anti-Racketeering Bill which will be considered by the 
House Rul es Committee early this week. An overall manpower 
drpft, too, was given an addition<.! spur in Secretary Stimson' e 
l et t er to Chairman Reynolds of the Senate Military Committee 
<ndor sing the Austin-Wadsworth Bill to draft both men and women 
for war f actories and farms. But there was no indication that 
·:·tc McNutt, who with Labor Secretary Perkins bore the brunt 
of Congressional criticism last week, had changed his views on 
~ i s voluntary program. Nor wps there any indicati on that the 

(
Arm Bloc would cease their demands for far~ labor exemptions 
com the Army , as Senator Bankhead predicted early passage of 
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s bill granting deferment to those in agr icultural occupa­

tlons. Furthermore, passage Jast week of another Bankhead 

61 

bil l to prevent the exc lusion of any subsidy payment in compu­
'~tion of f~rm parity was described by Mark Sullivan t hi s 
morning as a maJor drive on the part of Congress t o preserve 
~he "i ntegrity of the legislative branch" . Old Administration 
suuportera JOined in the sweeping vote of 78 to 2. he said, not 
necessari ly because they believed in the pr ovisions of the bill, 
but to nullify the Administration order, which Congress claims 
had no au thority. placing subsidies in the parity formula. 
Diver gence between Congr essi onal and Administrative farm pol icy , 
however, involves more than a struggle for oower but a basic 
difference in idea as well. Pending in the House now are bills, 
~ lso ooposed by the Administration as inflationary, to include 
iarm labor costs in farm orice ceilings. 
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.i s bill granting defer ment to those in agr icultural occupa­
t1ons . Further more, passage Jast week of anot her Bankhead 

61 

oi l l to prevent the exclusion of any subsidy payment in compu­
t ation of f vrm parity was described by Mark Sullivan t his 
morning as a maJor drive on the part of Congress to pr eserve 
~he "integrity of the legislative branch". Old Administration 
suoporters JO ined in t he sweeping vote of 78 to 2. he said, not 
necessa r i ly because they be lieved in the provisions of the bill, 
but to nul lify the Administration order , which Congr ess claims 
had no authority. plac~ng subsidi es in the parity fo r mula . 
Divergence between Congressional and Admini strative fa rm policy, 
however, involves more t han a struggle fo r oower but a basic 
difference in i dea as well. Pending in the House now are bills, 
also opposed by the Administration as infl ationary. to include 
f arm labor costs in farm orice ceilings . 
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TREASURY DEPARTMENT 
....OCUNMIHT DIVISION 

WASHINGTON 
lar ch 1, 1943 

.:EI ORAIID~ TO THE SECRE'l'ARY: 

Supplementing my report to you of February 

22, 1943, the purchases against the North African 

Rehabilitation Program from February 22, 1943, to 

February 28, 1943, totaled $297, 461 .01, or a 

t otal of purchases for t he program thus far of 

$20,032, 789 .89 .. 

Attached is report giving status of 

shipping against these purchases . 

\ 

.~ 
of Pr ocurement 
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sECRET 
S~PPING REPORT AS OF UARCB 1, 1943 

To~e Tonnage Tonnage Tonnage 
Shipped to Date Under Load On Hand at Port En Rou e 

CoiiiiiiOdity From U. S. J. . At Port Waiting Vessels To Port 

New & used clothing 1654 301 170 
Cotton ~ieee goods 3398 1813 .25 231.25 "1222 
Shoes, oota & soling 150 109 106 
Refined sugar 4196.5 
Raw sugar 1545 
Powdered mil k 119. 5 
Tee. 171.5 
l e.tchea 191.75 198 
Copper sulphe.te 3913 1848 451 

Drufs 6.067 
Boo a & booklets 2 
Ne.ils 100 5 22 
La.mp chireneys 17 
Newsprint 305 67 90 210 
Printers ink .045 .044 
}e.ch. finished book paper 2 
Cordage & twine 225 5 75 
Cotton thread 19 22 71 
Checdce.ls 2 234 258 .2 
Cotton hose 15. 25 19 13.75 
Nipples, bottles, eye cups 9 
Phonograph records . 1000 Each 
Tooth brushes . 75 
\',ash basins 7 
Spe.rk plugs 2 
St orage be.tteries 47 
Tires , tubes, & tape 65 46 
f arts for autos, 

tractors • he.rvesters 28 150 222 
'l in flate 946 

. Coe.l cutters 12 
Regraded Unclassified
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SECREl .. 
Tonnage Tonnage Tonnage Tonnage 

Shlpped to Date Lllder Load On Ea.nd at Port En Route 
Coll'.modi ty From U. S • .A. . At Port 7/aiting Vessels To Port 

Fullers earth 71 
Wire rope 89 
Pig iron 

120 

Shoe tacks 15 
Babbitt metal 54 

Steel • 
270 

Horse shoes & nails 15 86 

Gelatin 1 
Paint pigments 8 2.5 
Asbestos sheet packing 2 
Gl ycerine 

13 

Calcium carbide 
247 

Totals 16,108.612 4, 941.294 2,418.45 2, 634 

• 
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BRITISH AIR COMMISSION 
17.S NAa&ACHUa.TTa AV&NUK 

WA8HINGTON. D , C:. 

!11th the eoapH..,ta of BritJ.Ill Air c-l.aoion 

wbo enc.loee Statuent Yo. 74 - .Urereft Deopatchecl 

- for week ondecl l'ebruary 23, 194). 

Tbe liOilourable B81117 "'orsentheu, Jr . 
Secretary of tbe Tre&BWT 
'IIASHDIG'l'Oll, D. C. 

lla.rch l, 1943. 

• 
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Liberator o.a.v. 
Co lolilw. 111 
ctlol1Da I'f 

Booton III A 
DUI>to I 

7J"Mlttllf 

sp:rl!ffD 19,74 

41npM llesrptebed trM tJr,e P.tW lfetM 

IMk b' 1 !elerptn 21, 194) 

U.l. 

U.K. 
v.x. 
V.I. 
U.L 

l1ddlo fut 

tr.l. 
V.I. 

V.I. 

Cued& • Droute 
Quder aroute 
--te s..-.-te 

Port-

It 
11M 

Balt!Jooro m .t. 11ddlo fut 11dd1• Jut 

) 

III ILICII! 1111.~ 
.m uoo..-...... .-.. 

7 
l 
l 
l 

18 
2 

u 

~ 
l 

Regraded Unclassified



MAR 1- 1943 

My dear Mr. Beere,aryl 

Pureuan\ \ o your leUer of rebruary 20. 19163. 
\bla Depar\aen' le leeulnc 'b' neoeeearr dlreotlYe 
11oen11 under seouoa 5< b) of \be '"''•• vUb 'Ia• 
eneay 40, , au\borlllfti and dlreo\lnl 'Ia• Frenela 
.uerloan Bantlq CorporaUoa \o oay froe , ... 11111001111\ 
ot \be Palerle ()enerale AilS l\a\1 Unle \o \lae 
.uerlcan Red Croee \be ewe of t l.050.000 for \be 
i)Urpoee of !lMDClDC \be parolaaae and eblDHft\ of 
300.000 food paroeh \o rrencb prleonen of var. 

I u aleo ad•tetng \be Obalru.n of \be 
Aae rlcan Bed Oroee ot \be Tr...ury 1e ac\lon ta 
t.hll aauer. 

-·-

Tbe ftonorable. 

The lecre\ary of 8\a\e. 

JVPehle:cvb 2-26-43 

Yery \ruly youn. 

( ..... ) B. ••c 7' ' Jr. 

Secre\ary of \he Treuury 

Oris. tile returned direct to 
Paul' • ottice 
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MAR 1- 1943 

D•r lr. DaYlel 

Roforeaoo 11 aede t o a 1•'''' fra. t~l• 
Depart••' of IOY.U.r 10, 19111, oOMonl81 Uo 
p&JMJ~t "' of bloet_. '"-' O..ona•t tilldo to 
'II• Aaerleu ... onee of oortala ... eonrlaa 
01peuoo La eoaaeotloe vi til no JNroliluo Uld 
elalpant of fOOd poetaaoo for rr ... ~ prl ... rt of 
war, 

hlr..at to no riiDullld&Uoa of tu 
... ,.,UJ of state, '"• »o,an ... t lo llllllilll 'Ia• ..... .., dlreetL•• 11•• .. ..,,, loltloa 5(b) 
of "' fhdiJtl vt.t~ no .. .., Aft, alltllorhl., 
aDd dlreeU• tu rre.- ,_,, .. laM~ 
OorporaUoa lo .,., fra. \M ...... , vt.t~ U of 
'~• Patorle Geaoralo 1.- ltato U.lo to tu 
Aaerloaa lid oron, no ... of ~!1a,~.ooo tor 
'II• parpooo ot flMMl., •~• paroauo _. 81,..., 
of )00,000 food paroolo to lr111~ ,,, .... ,. of war, 

,., ,,.., , .. ,.. 
' 

(Bip ed) H. Korpatllau, Jr. 

< 
0 

... , ..,,. .. , of , .. ,, .... , 

68 

Or1g, t ile returned direot to 
Paul'• ottioe 

lr, loraaa 1. DaYle, 
Cllalnu, 
••• ,, ..... o ...... 
VutalqtOII, D. 0. ~ ., _ _ JC./•U<.~u. • • u 

a nlope marked ·s~glPff.,. 
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* re1)l y ret er to rebNaJ'J eo, 11143 

My d~sr rlr. S~cretPry: 

l'rtor to t hf' rupture or r el3 t1ona between the United 
Sta tf' e Govern~f'nt end t hf' French Government at Vichy t he 
ehlc~f'nt tro~ this country or aupple~ental euppl1ee 1n the 
tor : ot :ePt Rt a r ete not to exceed ~ t one a month 
eoneigned t o thf' Internetional R~d Croaa tor d1etr1but1on 
a:ong French pr ieonera or war 1n German cuetody vee ner­
:ltted under an arra~eoent betYeen the Br1tiah and Unitad 
St Ptts Governments . Such ehi1)menta were financed troa 
bloeke4 Freneh Government t unde in thie country, the necea­
ear y licenees eu~mltted by the French Embaeey having been 
ieaued troc t i me to time by the Treasury Depprtment, st 
the r equeet or this Depert=ent. 

Ucon the severance or Fr~nco-American relatione, the 
ehiPment Ot IU))1)11ea f inanced from of rioial French funda 
ceased. Except tor a s;ns.ll number or rood OAl'cele caid 
tor by private French rellet eoc1et1es, no eupcliea have 
been eent to t hese crlaonere or \<a r rroc t hle country 
s ince that time. 

The cl1~ht or these criaonere or war, numberin~ one 
oilllon eixty-three thousand eocording to recent i nf orma­
tion froo rel1a~le aourcee, i e eeri oua. French North 
A~ricP vee t he crimary source or aupclementa l euppllea 
t or theee crieoners or wAr crier to th~ occu~P tlon or thst 
araa by American and 9r 1t1eh rorcee. 8uppliee Pre no lon~er 
availabl e tro: that ares tor t hie curnoee. Conseouently, 
With the tlow ot succliee virtually cut ott tro~ the United 
Stetea an~ entirely- cut ott trom French North Atrica, 
theae cr 1eonera are dependent solely on the r a tione 

rurntehed 

• 
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~urniehed t hem by the detoinin~ Pow~r. These ratione 
~re not oonaidered to be euttioient to prevent eerioue 
ohysionl deter1orot1on ot these orieoners. 

For humanitarian reasons, ae well Pa tor reason• ot 
an 1m~rtant ~QliticPl nature, t he DeoPrtment or Stote ie 
or t he ooini~n t hnt the shipment or suoolementel supolies 
trom t his country to French "rison~re ot tmr should be 
resumed ~nd maintained on a continuing basis. Moreover, 
it should be ment i oned thot the French Government eooorde 
tree use or i ta railroad and mail f acilities tor the 
trsnsoort ot suoolies to American and United Natione 
orisoners in transit through France. The use or these 
facilities may be denied it the United States Government 
t Pkea a ooeition which prevent• the dispatch ot euppliee 
to French nr1eoners or war. The American Red Crose will 
soon be in. a ooaition to supply 100,000 standard tood 
oprcels oer month which mi~ht be sent to these orieonere. 
The distribution or these oarcele would be limited, in eo 
t ar as poaeible, to those prisonere who are kept in baee 
campe and who are pot pertormin~ work ot a nature prohibited 
by the Geneva Prieoners or War Convention ot 1929. 

As noted above, the French Government, prior to the 
severance or rela tions,tinanoed the purchase and ehipment 
of supplies tor these prieoners trom ita blocked tunds in 
this country. I am convinced that at the pres.ent time a 
French Government which was at all reeooneive to the will 
ot t he French people would wieh to continue tinanoing the 
ourchaee and shioment or euppliee tor theee prieonere in 
the same manner. Under oresent c1rcumstancee, however, in 
order that French Government balances in thie oountr7 
might be employed tor thie purpose, it ie neceeear7 tor 
the Treaeury Department to ieeue a directive under 
Section & (b) or the Trading ·with the Enem7 Act, ae amended, 
to the New York ottice ot the French American Bank1n8 Corpora­
tion. I 1trongl7 recommend that the Treaeur7 Department do 
iesue such a directive . The tiret euch directive licenee 
ehould authorize and direct the New York ottice ot the 
French American Banking Corporation to pa7, traneter, or 
with~raw, trom appropriate accounts or the French Government 
the sum o~ 11,0&0,000, to be paid to the American Red Cro11 
tor the purooae ot financing the purchase and ahipmant o~ 
300,000 parcels. This will permit the American Red Crose 
to make arra.ngementa tor shipments on a temporar7 baa1a ~or 
a three-month period, pending the receipt and evaluation 
ot additional in~ormation from which it ma7 be determined 

whether 
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.,ether t~ arrangeaent ebould be continued, All parcel• 
ahipped by tbe Aaerican Red Crou under thie arzoana-nt 
will be conetgned to the Internat1ona1 Red Croea in GeMft 
t or diatribution b7 tbat organisation. The ahipaent ot 
tood in bulk 1a not contemplated, The Department will 
ad viae you turther aa additional a\81a are required 'b7 the 
.&aerican Red Crou to carr7 out the program. 

7t 

Tbe Departaent ot State will take auoh atepa aa it 
.. 7 deem appropriate in an ~ndeavor to protect tbe intereata 
ot .&aerican citicena or corporation• which a ct in purauance 
ot and in reliance on the Governmental directive ~rein 
outlined, 

s1ncerel7 7oura, 
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ar:h 1, 1 Ji,J . 

Puan•\ \o wa e \o ..,... ..-lit',.,. an-.u- el 
\be S\.&\e Dapw •:n'o ~~~ 1 Oil I 1 \o ... .u.r la ..... W 
ac-ue, ,._ ttl * *"" r 1; anl ,., e 11"M11MU. ,_. e1 
\be UlllW ... ,.......,. ... k\l- ll&w .._ a1- ._ * acp •• 
\aU'NI 1a 'I~ ttl * iliA " ttl * !llai.W " ... •• 
CbS.. &1111 lbLN1a ..-.1 _.. -c•• l\ - &1M ..,... *' e..s­
llllooalA "' ............ at .. • ~ ttt • ~. \o - .... u.s.w 
&arl A....UW LlaU-. .. • ._18 ...... ~ ll&w lat .... 
Ill \all\ JW- 1a _.. wttll tlla\ ,..II I h. 

1 • ~ac a aew e1 * 18\.., ttl 1Lr r'\tal ....- I 
.-1<1 lUIIt \o .... \o * IISaSe\on el n- el .. " ...... •-WiN. I _._....,. tiLia\ tiLot _ , I *'-ft Me .._ a;; OleA 
If' ... -18 ... IlL'. f'ua' '; 1 J\ ,., .. W\ _..._ill 
,.,...,. 2. 1bt. W\ Ia ....... Ia rNP I I .. a ... ,_, 

...... - llrl\lall ~--~ tttfidAla .... , ... _, .. 1a -
11\-.r ttl ••• uw • ..,_ \o u.u ... ttl .... ']•, 

r • 'tPII 1 "• a un ttl -'"- wta1a11 - -. .. " .. u. 
Ajlf10j41ate- \e r.Ow a aew ttl tM vat\ ;r; 1 '• rw will 
.... tiLl\,.._ ... ,.....U.- lift iM} 1 1 Ia .. lie\ oM tM\ 
u. ocow ' e~ n.ua s. '"' , e. u. :c;:u u .. u ... ~ t1111 
!Wi\lall ~11 ) a .. o04iiil& tM 1 • 1•1• f/6 IMla. ....W ,_ .... 
\o ..... al .... U. .... Ia - un. .. ....u ttl - ..... 

Jt.a,.. ap;ouw ttl tide 18.._, I llllall ..- U wttll * 
vat\ pr II • 1 \e tiLot IISaSe\on ttl n- ttl - e..WS. lMiaaW, 

II n~, 

f~i,;nod) :!enry /ort;enthnu , ""'r . 

""3 

)/!_ - ... en• tJ1 : C-i3.l - e3S'!nt:c,.. tr:y-. 
:t.!•·!' ..,1 -:t~~·s ~f:-::, - !1\:"'t' •• 

tmr .... 
2/26/43. 
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llllll ldah 
2/21.). ) , 

lCi' dear Ill'. M1A1aur• 

1 u Hnclill& t ar ,,_ uaaiD&U.O. a J1ft11•'""7 draft ~ a 
Propou.l tw u IAur .... uonal ~~waau .. r111111 .r u.. "lld.W 
and u ooc!.at.ed 11&'-10118. TIWI dr&ft wu prr,>am bJ the t.chnical 
aWt ot Ulo Ual.t.ed St&t.o TriU""7 1J1 o~t.Uoa d tb the 
t.cbA1cal ~ ot ou..r doj>ll.r-ta ot W. :l•••• \, 

'lhl doou.o\ 1a _, \o,..... DOt. u u • .,.._1• ~ tM 
otti.Jiial ~. ot tbh :Jo•• •-•t. IMI\ n\llur ao aa 1ad.ioau .. ot 
tlw -n.tr1 ddll'l Mld bJ the t.eehn l eel upe1'ta of Ul1a Co- \. 
1 ~ 7011 • Ul ua1ne U.. dro.tt. Alllll eollaU. U tw G'i\io&l at.q 
bT tlw t.oobn.laal ..-cper\1 of 7....,.. 1Ua1a\r'l aad ,_.a-.-at.. 
ltt.r ,... and roor upert.o "".,.. bad oPI'ort.wll t,r "' ·~ a , ,..... 
a:q a !.ab \D awol 01111 ar ....,., oL TOIJIZ t.ollnio&l alq)ll"\l \e 
Jaallln&t.Dn "> &.1• • 7t11tr prol 1alJI&r7 naoU • w the clratt. 
p....,..al, Alllll \D cl~ wltb ...,.. t.."'o.U llq)ll"\l tM toad~ 
blllt,r o! 1nt.Drn1Uoaal a.-t&rJ coaper a\loll u-. tAo u.­
·~•ot.ed tbon!.a, • &10111 ~ oU.. 11•• 71111 M# •lob \o 
1\IUII\, Ill 111'1 tnt..- Uia\ tho WhlliAI&l ~ ~ tM 
Ur1Uoh Cl,..wr,_a\ ba'N allo llaln 1~1111 tM <llMI'-1000 aDd •111 
doubU• .. -.bo Ulo1r vt-a ndllblo, 

n · - w • t.Mt tho 1001GHII clnt\ .. opnol poillu the 
..., \<> an otteou ... - o! !acilUa\1111 t.hrCIOIIIt ooaperaU• 
ooUon t.ht >WW>t.Dinee o! lnt.n~&Uonal ..,...t.al"' o t.N>Wt7 &ad 
tbo r .. t.onu on an.1 ba'v ud lii'OW\h o! lnt.raaU.-1 l.rlodl. n . 
11 liT hope tbat. u a ronl\ o! 11D0ttlc1al diHuo.toae l.DYolwial 
.. o-s_-\1,- Wlif !iftd & ...tfia.I.M\- of IOp' I IFIDI. \0 
warrant pw • Una .., a .... t~ bM1a. 

74 
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c- ultll ~ ••Walla 
l1JII4e~ ~-
UIIil. .. S\a\M ~ ....U 
o-t , ., - fll ca..a..aa 
RaJ)Ulit ~ c .... as.. 
RapuiiUo ~ c.-
KepwiiU. ~ c-boel_ .... 
ll•tnfttD ..,UU. 
lleplliiU. ~ 11 a.l ..... 
Uacd• ~ CIJ'Moe 
llepaiiUo ~ CNA...U 
Rapllltlie ~ w \l 
a.p.bU. ot a.M>aru 
oocw \ ~ Dldia 

~-~ Iftq 
Qr ... INMir ~ I ! di 
OlllW 1\&W. ~ .a-
n .... ~ U. .. .,_.l.MU ... ,., ... 
.. , h1 1 t fll IUan..._ 
~-~ ........ llepQUt ~ ,..._ 
........, •• ~ PeleM 
1.1111• ot Sola'!! AtJUa 
OlllW :hatee ~ .t..-rt.e 
~- ~ tlapele't'Sa 

~~epa't's. ~ aeu...sa 
..,..ls. ~ c.,_s. 

leJ!Ulia ot CIIUe 
~u.~ ......... 
~ 
llep.U. ~ J>ancllllr 
... "'' ,. ~ Pen 
QrW lepwiiUe ~ ~,.., 
IJD1W Sta\ee ~ f-le 

~s 
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mtClll COMflDEillAL 

A Stabili•otion FUnd 
of th& 

Uniud ~nd Aoooci~tcd N&tiono 

It i~ otill too soon to know tha precitlO form 11nd ~.agnitude of post­

wer monetary problemo. !nt it is certain that lYe shall be confronted with 

~he took of dealing l"lith ttu·.,e inseparable r.10notary oroblems: to r r event 

the dhru.,tlon of foreib" exchances , to avoid the collapse of sooe DOnetar)l 

•y•t"""• and to fpcilitl>te the restoration ~nd belanced groooth of inter­

national trade . Clterl:;, S'~ch ~ l"onrddliblo took cen be oucce•sfully handled 

only throu~h lnternotion~l oetion. 

The creation of inst.rumentali ties ndcquato to d•.rl "i th the inevi tnblo 

76 

coot-w~r monvtcry probl~ms should not tr oostoonod until the "nd of hoetil-

1 tiee . l t. v:ould bft 111-ndyi~ed if not. dnngm•ous to l c&V•J ours '3:lV(~~ unpre-

pored nt t he <md of the "~r for the difficult tuk of invrnationnl monotory 

eoO!>t·rction . 1/c ohould b•J&in no-.< to d<vioe r.n int<. rn•tionol monetnry 

rg• ncy, for the te!k is cP.rtt.in to toke ""'ny month!! ot l <ent. Soecific rnd 

orrc t lcr.l prooosrls o:J.st be fcr:ulot<d by t h" Cl<!>"rts end I!IUSt b<. tllretully 

<onsld<r.td by t t... policy-shrping oftic!.•lo of tho n rlouo countriO$ . In 

<ach country acceptance of a d~finitivc pltn c~n follw only ui'Cn legislr­

tlvu or cx,cutive •ction. J.nd r.vcn when • plen ie Cinclly rdopted, much 

tim<) will be con011ttP.d in gt thoring porsonnol 1 nd in cstcblishing on org•nizc.­

t ion before tn intorn>tioncl institution for mon• tcry coopcr r tion een begin 

of1 ootivu v:ork , 

Thtjr f't 1e rnot har imnortnnt reneon tor 1n1t.U t.ing nov• eoncr,.te di:!-

~uosions ot a;"ccific r.ropo:-:-1:! . A plrn for int. rnrt.ion;:~l I!J)nr tcl")r 

• • • 
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cooperation can be a factor in winning tho war. It haG been sugge"ted, and 

with much cogency 
1 

that the task of a~ au ring the defeat of the .AXis powers 

would . be made easier if the victims of aggression , actual and potential , 

coulcl have great e r assurance that a victory ot the United !lations \'rill not 

maan in the economic sphere a repetition of the oxehance instobil1ty and 

moneter; eollepse that followed the laet war. That assurance should be 

g1ven n<r.~ . ':1le people in all ot the United !lations u;ust be encouraged to 

feel thecsolvee on solid ground . They ra~et. be given to understand that a 

victory of the Unitecl Rations r.ill not usher in another tm> d ecades ot 

•rideaprcacl economic disruption. The people must knou that 110 at la.at 

recognize tho 1'\indamental truth that proapori ty, liko pollee , i s indi viaiblo , 

One of the appropriate agencies to deal with international economic 

and monetary probl ems nould bo an international otabilization 1'\incl with 

17 

reeourcoa ancl po11crs aclequnto t o the taek of helping to achieve monetary 

stability ar.d to facilil.ate the restoration and balanced grcmth of intel'­

national tr11do. ~ proposal drafted by lmurican technical elCj)Crta u 

appended . Tho dra.ft presents only the oeaontiel clCJ:lOnts of an int£ mational 

stabilization 1'\ind, The provisions of tho proposal arc in e very sense 

tontativ~ , intended as a basis for discussion end exchange of views . 

Obviousl y, thoro are many details that have boon omitted rutd tha t can bo 

bettor fonnulatod n!tor thoro is agreement on tho gonoral principles. 

It 18 rocognhod that nn inturnationol e tabili"c tion fund is onlY ono 

or tho i nst.rw:><Jntali t i cs uhieh oay be nc<.dod in t.hu fiol d of international 

eecn.,..ic cooperation. Other agencies aro olso '"''dod to provide capitol 
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tor pos~ar reconstruction and development, to provide lUnda for 

rehabilitation and relief,' and to promote stability in the prices 

of prilllllry international c01!11lodities . '!here is a strong temptation 

to embrace wit hin a single international agency the rcsponeibility 

for dealing ni th these nnd other international eoonomic problems . 

r;e believe , however, that intemat.iont.l economic inatitutions can 

operata more effectively if they are not burdened with important but 

extraneous duties for which they have not been deviaed and for which 

they are unsuited~ fl>r example, the highly specialized nature of 

1ntsmational J:lonetery stebilizat,ion and t he provision or long- term 

capital would aeec to call for separate institutions each designed 

to deal with i ts dis tinct probloN. 

It should be emphasized that tho appundod draft doals only >d th 

an international stabilization .fund. It 1a anticipated that there 

will also be subr.lltted for consideration a preliminary draft of a pro­

posal for an 1ntomat.ional sgency whose tuncUon will be to provide 

capital for reconstruction and development. n is hoped that the 

appended clreft will call forth trcc the experts or tho United Nations, 

critical 0011m1ent and constr..ctive eugaeetions. It 1s our belief that 

a workable and accep1>, ble plan can c~~erga only from th" joint efforts 

of tho United !lations, 

Washington, D. c. 
January, 194), 

18 
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Proposal 

STRICTLY CONFIDENTIAL 
V• 

0. s. Treasury Department 
January , 194~ 

Preliminary Draft or 
for a Unite~ and Associated 

stabili%ation Fund 
Natlma 

1. Q2mpoa1tion of the Fund 

1, The Fund ohall conaia t or gold , currencies of member 

countries, and securities of member governments , which 

shall be used for the purpose of s t abilizing the values 

of the currencies or member countries with respect to 

each other. 

2. 

4. 

5· 

6. 

Each of the member countries shell be given a ~uota 

which shall represent ite participation 1n the Fund; i.e. , 

the buts tor its purchase of foreign exchange in the 

Fund and ita undertaking to provide assets to the Pun~. 

The aggregate ~uotaa of the member countries shall be the 

equivalent of at least $5 billion, 

The quota for each member country shall be determined by 

an agreed upon formula. The formula should give due 

weight to the important factors relevant to the deter­

mination of ~uotas , e.g., a country's holdings of gold and 

foreign exchange, the magnitude of the fluctuat ions in its 

balance of international payments , and ita national 

lncCJDe t 

Each member country shall provide the Fun~ with 50 percent 

of its quota on or before the date set by the Board of 

Directors of the Fund on which the Fundta operations are 

to begin, 

The initial payment of each countr~ consisting of 50 per­

cent of 1te ~uota shall be 12.5 percen t in gold , 12. 5 

percent 1n local currency , and 25 percent 1n its own 
(i .e ,, government) interoat-bearlng securities. However, 

any countr~ having less thnn $}00 mlll1on in gold need 

provide initially only 7.5 percent of its ~uota in gold, 

and any country having less than $100 million in gold 

noed provide initially only 5 percent of its quota 1n 

gold, the contribution or local currency be1n0 increased 

correspondingly , A country may, at its option, substitute 

gold for ita local currency or securities 1n meeting ita 

quota re~uirement. 

The me=ber countr1ea of tbe Fund may be called upon to 

make further provision tow~rd oecttna their quotas at 

such times, 1n auch amounts, and in euch form as the 

Board of Directors of the Fund may determine, provided 

that all countries shall meet their quotas pro rata , 

and provided that a four-fifths vott of tho Board shall 

be r e-tuircd for subac'luent calla to meet ~uotu . 

Ch&n668 in the ajgregatc or proportions te quotas or 

memb er countries shall be .. de only w1 th tht. appro vnl 

ot a tour-fittha vo tc of tho Bo&rd~ 
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II . rowers and Opera t1ms 

The Fund !!hall have the followina powers: 

To buy, sell, and hold 0old , currencies , bills of ex­
chan0e, and government bonds of member countries; 
to accept deposits and to earmark sold; to issue its 
own obliJations and discount or offer them for sal e 
in member countries; and to act as a olearlns house 
for the se ttllng of in tern a t1 onal mov omenta of 
balances, bills of exchan6e , and eold, 

All member countries agree that all of the local currency 
holdlnJS shall be free from any restrictions as to their 
uso. This provision does not apply to abnormal war 
balances acquired in accordance with the provisions of 
II-9, below, 

2 . To fix the rates at which 1t will buy and sell one member'< 
c~rrenoJ tor another, and the rates in local currencies 
at which it will buy and sell gold . The guiding principle 
in the fixing of such rates shall be stability 1n exchange 
relationships . Changes in these rates shall be made only 
when casentinl to correction or a fundamental disequilib­
rium, and only w1 th the approval of four-fifths of member 
vote a . 

~ . To sell to the lre~sury of any momb' r country (or 
stabilization fund or centra l bank acting as its agent) 
at n rate of exchange detormlned by the Fund currency of 
uny member country which tho r~nd holds , provided that: 

a , The fortign exchange demo.ndod from the Fund is re -
quired to moet an adverso balance of payments on 
current account with the country whoee currency 1s 
being demanded . 

b , Th~ not acquisition by th c Fund of the currency of any 
member oountry shall not exceed during the first year 
or the opt ration of the Fund 1 thC quota of that 
country; it shall not exceed d•Jrln0 the first t•o y.:.ar: 
150 percent of suc!'l quota; and thoreo.ftor 1 t shell not 
exceed 200 percent of such quota; except that upon 
approval by the Board or Directors , the Fund may pur­
chase any local currency in cxcosa of tbeac limits, 
provided the t : 

i , The country whoso curroncy 1a baing oc~u1rcd by 
the Fund ngr£cs to adopt and corry out measur~ s 
r ecom.,cndcd by thO Fund dcoigned to correc t the 
disequil ibrium in the country's bolance of pny­
ments , or 

11. It 1 s bel1c•cd that the Mt1o1patcd balances of 
pnymc.n ts of the country whose currency is being 
acquir~d by tho Fund orL such os to wnrr~nt the 
cxp•ctnt1on thnt the oxcosa currency holdm ,ss of 
the Fund cr.n b, d1 aposcd or w1 thin a rcasmcblo 
tlmc . 

.• 
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When the net ac~u1a1t1on by the Fund of any local cur­
rency exceeds the quota for that country, the country 
shall depos1 t with the Fund a special r eserve in 
accordance with regulations prescribod by the Board or 
Directors . 

d . A cnor&e at the rate of 1 percent per annW!I payable 1n 
aold shall be levied ago ins t any member country on tho 
amount or its currency in the Fund in excoas of the 
quota or that country . Abnormal war balances ac­
quired by tho Fund ahall not be included 1n the com­
puted balance or local currency us~d 6s a basis for 
tht obov~ char&~· 

e . When the Fund 1 a hold1nds of the local currency or a 
member country e xceed th ~ quota of that country, upon 
rt:jUt at by the mc mb. r country the Fund ahall r£s&ll to 
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the mtmbt.r country the Fund's excess holdings of tbt .• 
currency of tha t country for gold or acceptable fonigr 
c xch6nge . 

4. '!he ri3ht or a membflr country to purchase foreign excht.nge 
from the Fund wt th its local currency to the amount of 1 ts 
quota for the purpose of meeting on adverse ba lance of pay­
ments on current account is reco&n1zed, subject to the 
limitation in II-7, below . 

5· '.'.'ith the approval or four-fifths of the number votes , the 
Fund in exceptional circumstances may sell foreign ex­
change to ~ metnber country for its local currency to 
facilitate a tronefor of capital , repayment or adj ustment 
of a fore!gn debt , !ncludin g debts alr eady in default, 
when in the judgment of the Bo~rd such a transfe r 1 s de­
sirable fl'om the point of v1 ew of the general in ternnt1ona: 
economic situa tion . 

6. When the Fund•o hold1n0 a of any particular currency drop 
below lS percent of the quota. of that country , end o.f ter 
the Fund will ho.ve used for odd! tional purchases of thot 
currency) 

a. . Gold in on Gmount equo.l to the country's contribution 
of gold to the Fund, md 

b . The count.~y•s 1nte res t-beor 1ng obl1&ut1ons originally 
contributed, 

the Fund hca the nu thori ty ;.nd the duty to render a report 
to the country <~mbodyin;:: on analysis of the causes of the 
depletion of ita hold1n,la of that currenc7, a forecost of 
the prospective b~lo.nce of pc.ymen t in the absence of 
apech.l mtuures, :.nd fino.lly , recommend" tlons designed to 
1ncret.sc th~ !'und • a hold1 n_,a of tbnt curr~ncy. 'lbe mem­
ber or the countr :r ln ~ueatlon should bo c. member of the 
Fund committee t.p~ointod to draft the r e port. This report 
should be sent t o nll munbcr countries and , if de'med 
desirhble , mny b~ mcde public . 

Y~mbc r countries a&re< tht. t they will give immediate end 
cnreful nttt n tion to rtoo:n:nendationa mad6 by the Fund . 
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~benevor it becomes evident to the Board of Directors 
that the demand f er any particular currency is proceeding 
at a rate which &ives early promise of exhausting the 
Fund'• holdln0 s of that currency , the Bo .. r d of Directors 
of the Fund shall inform the member eountrlea or the 
probable supply of this currency and of a proposed method 

. for its equitable distribution, together with au,6est1ons 
for helpin;s to equate the an ticip~oted demand and supply 
for the currency . 

'!he r'und shall mnke every effort to inc r enae the supply 
of the scnrce currency by ac.:juirlng that currency from 
the holdin&s of member countries . '!he Fund ma y make 
special arran gements with any member country for the 
purpose of providing an emergency supply under conditions 
nppropriate and ncoeptable to both the Fund and the 
member country . 

'Jho privile&e of My country to acquire un omount of 
other currencies e~ual t o or in excess of its quotn 
shnll be llmi ted by the necessity of assuring nn appro­
priate distribution omonG the various members of any 
currency the supply of which ie being exbousted. The 
Boord of Dir~ctors shall determine the apportionment 
of s..l es of such . scnrce currency, end ln such apportion­
ment it shall be guided by the principle of sntlsfylng 
the most urgent needs from the point of v1~w of the 
general lnt~rnational economic situation , and it shllll 
consider the specia l needs nnd resources of the p"rtlcu ­
l ar countrits mokino t he r~qu~st for the scarce currency. 

8. In order to promo te ~hE> most efJ'ootiv6 usc of the 
nvel l nblt and ~ccumuluting suppl y of forclon exch~gc 
r~aources of membe r countries , ooch member country 
egrets th~ t 1 t will oJ'fcr to sell to the Fund, for 1 ts 
locul currency o r f or for eign curr.;ncics which it ne.,d s , 
ell for<l::;n exchangt end gold 1 t ccqulrc s ln excess of 
the ~omount it possessed when jolnins tho Fund. The 
Fund m~y cccept or r eject the offer , 

To tffcctu~t~ this objectiv~ tech m~mb~r country cgrccs 
to dlecourcgt the unnecessary accumulation of foreign 
bulbncta by its n~tioncls . The Fund Shell inform cny 
mtmb,r country ~hen , in lts opinion , c ny furthtr growth 
of prlvctcly- hcld foreign bclcncts ~P~~crs unwarranted. 

9 · To buy from the gov~mmcn ts of mcmb~r countrie s, abnormo.l 
wor bclcnccs held i n o~~cr countries , provided all the 
following condi tions ure mo t: 

o . Tho abnormal wor b alanc Ga ~rt in mcmb~r countries 
end a r c r eported cs auch ( for tho purpose of this 
provlsion) by the mtmb~r ,;pvc. rnmont on dote of its 
becoming n monbcr , 

I 
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lhe country selling the abnormal war balances to the 
Fund agrees to transfer these balances to the Fund 
and to purchase bac!< from the Fund 40 percent of 
them .t t.'l .jPld or such free currencies cs the Fund 
mny wish to cccept, a t the r a te o r 2 percen t e yenr 
b ec>!nnlng not later thM three ye a rs c.fter the d c. te 
or transfer . 

c . The country in which the abnormal war bal ances ore 
he ld c.grees to transfer those b a lances to the Fund, 
and to purchc.se bock from the Fund 40 percent of them 
with 0o l d or such currencies c.a the Fun d may wish 
to accept, n t the r~te of 2 pe rcent n yenr beginning 
not l u t e r than } years afte r the dote of tr ansfer . 

d . A chc.rge of l percent, In ec.ch c ~s c p~ynble in 
g old , shull b e levied ng ninat the coun try selling 
ita abnormal wa r b a l ances an d u0ninst the country 1n 
which the bc l o noea a r e h e ld . In ~ddltlon n char 0e 
of 1 pe rcent payable in gold shall b e lev ied annual l y 
ne~r.lns t t1-ch or them on th & nmoun t o f such b a l bnc es 
romol ning to b e r epurchc.sed . 

e . I f the c ountry se l llna obnormcl wc.r bclnnces to the 
Fund esks f or f or e i sn e xch c.n ..;e r r. the r th en local 
c urrcncr , it must nt e d the f or,i 0n e x chan&<. for 
the ~ur~ose of mee tin~ Ln udv, r se b~l~ncc of pa y­
ments not ttr1s1ng from t he Ci C:juisitlon of gold or 
the c•ccumul:l tlon of fore ign bc.lanc(l s o r o t h e r 
cnpit~l tr~snct1ons . 

f . Ei ther country c un , a t its op tion, increcse the 
(UI1ount 1t re purc hn s e s a nnu a lly . But, in th6 case 
of tho coun t ry wh ich so l d abnorma l wc r b c.l ttnces to 
tho Fund, no t mor(i th an 2 p~rccnt per a nnum of the 
orig ina l sum tc.l<c.n o vo r by the Fund shr.ll b e come 
frL& , e nd only nftc r } ycar D sha l l ha ve elapsed 
s1 nc ... the s a l<. of the b c.l o nccs to the Fund , 

g , Th~ Fund shal l be 'l!t't' t o d!apoa' of any of lts hold­
in.;s of c.bnomc l \H .. r b :.lt.ncos i n th t.. f o rm ot fre e 
f unds cf t cr the 2~ y <ar per iod i s passed, or soon~r , 

p ro vided 

1. its holdin.;s o f the l'r'-< f unds o f the country 
In wblch th£ b::.l:>nccs ~ rt b e ing held ft.l l 
b e low 15 pe rcent o r i ts ~uotr. ; or 

11 . the app r ova l 1 s ob t a l n od or the country in 
whi ch t he b dc.ncoa ~rc held . 

h , Th~ country in which the cbnormc.l wc.r bt.lnncos a r e 
hel d r.gr t.e s not to imposu nny r estriction s on the 
usc of th~ lnstcllment s of tht. 40 P' rccn t portion 
g1•ndu olly t o b~ rcpurchc.scd by tho country owning 
such b olnncos . 
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The Pund on its part agrees not to sell the abnormal 
war balanc es ac~uired under the above ~uthority , 
except with the permission, or at the reo~ue:t of the 
country in which the bclcnces nre being held, but 
the F11nd can invest these bc.lnnces ln regular or 
apeclnl government aecurltiea of th ~ t country . The 
Pund sh&ll be free to sell such securiti es 1n ony 
count ry provided thnt the approval of the issuing 
government is first obtnined. 

The Fund shdl detennine from time to time whs t 
ehc.ll be the mnx1mum proportion of the a bnormal wc.r 
bdc.nces 1 t cc.n ufford to toke over under this 
provision . 

Abnormal w~r b£lnnces ucquired under this provision 
ahcll not be included in compu tin; the unount of 
forelsn cxchcnt~e c.v~ilc.ble to member countries 
under the! r ~otos . 

10. To buy end sell currencies of non-me=ber countries, but 
shc.ll not be authorized to hold such curr6ncies beyond 
alxty dc.ys ~fter d e. te of pur chose , e xcept •1 tb the 
c.pprov~l of four- fifths of the t1embcr votes . 

11 . To borrow , c t such r t.tes t..• tht Pund mc.y recommend, the 
currency of t..ny country, provided fo •Jr-flfths of the 
member votes :.pprovt the terms of such borroY~ing . 

12 . To sell member- country oblige. tiona owned by the Pund 
provided the repnsent• tive of the country in ~hich 
the ••curities t. ro to be sold ~pprovu . 

To ue~ l ts holdings to ob tdn redtocoun ta or c.dv~ces 
from th6 c~ntrc.l bank of o.ny country whose. currency 
the Fund re~ulres . 

1}. To invest wy of its currency holdings in "short- term• 
ucuri ti<.s -- colll!llerciol or govcmmont -- of the country 
of thc. t curr&ncy provided four-flf ths of the membH votiis 
npprovc, t.nd provided further the. t tho q>prov1ng votes 
includG th ~ t of the Bot.rd rt,>rcscnt~tlvo of the country 
in >hich the investment ts to be m:.do . 

lh . To lend to any member country loc al currency from the 
Pund for ont yG:a- or l ess up to 75 percent of the 
currency of th:.t country held b; the Fund provided such 
loc.n io c.pvrov~d by four-fifths of the <n<.mbc r votes . A 
country borrowin g such fund s shall p:.y Lnttr~st t o the 
Fund t.t t. ro t c t o be do t~rmtncd by the Bonrd. 

15 . To mc.kc ~ service ch~rge of l/4 porcont or more on el l 
oxchcngc c.nd gold tro.nst.ct1ons . 

To lev> upon mcmb•r countries :. pro r Lt n sh~rc of the 
expenses of op~rnting the Fund, poy~blo in loct.l currency, 
not to exceed . 1 percent p t r a nnum of the ~uotc. of c~c!l 
eoun try. '!be levy ouy bl. m:.dc only when tbo ~t-rninJS of 

84 

Regraded Unclassified



VI> 

- 7 -

the Fund nre inadequa te to meet its current expenses 
ond only with the llpprovc.l or row- - rUths or the member 
votes, c.nd only to the e x tent nece ssary to meet its 
current expense~ . 

16 , The Fund sh!lll deal only w1 th or through 

c . The governments or memb e r countries, 

Tho centrcl banks or f1 soul ogeneles of tho se 
countries ( cmd then only wl th the consen t of the 
member of the Board representing the country 
ln 'l'lestion): and 

c . Any international bonks owned predominan~ly 
by member 6o vemmen ts . 

An exception to the obove 11mi t o tion ls th ~ t tho 
Fund may, with the cpprova l or the member of the 
Board representing the 6ovommen t of the country 
concerned, sell i ts own seeuri ties, or seeur1 ties 
it holds, to the !llbl1c or to 1nst1tut1ons or 
membbr countries . 

III . l.!onetnry Unit or the Fund 

2 . 

4. 

The monetcry unit of the Fund shel l be the Unites ( 1111 ) 
consia ting of 1 37 1/7 grnine of f inc JOld (equival ent 
to .1)10 U.S .) , The t.eeounts of the Fund shall be kept 
and published in t~rms of Un ltus ! 

The va lue of the cu rrency of oaoh member countr y s hull 
bo f lxed by the Fund in terms of gold or the Uni t c.s 
and mny not b~ "1 tered by nny member country w1 thout 
tho opprovnl of t1e Fund. 

Deposits 1n tt.rms of Unit:u accepted by the Fund from 
member countries upon thL deli very of gold or Unitns 
cr edit t o the Fund sh11ll b~ trnnsfcrable end shall 
be redeemable 1n gold or the curronc:r of llliY membe r 
country ~t the r ::.te estc.bUshcd by tho Fund. 

llo chun.s• in the vcluo of th~ eurrcncits of membc;r 
eountrlts shllll b t p<:rmi tt.d to a l tcr the v~olue 1n 
gold or Untto.s of the nsaets of thl. Fund. Thus , if 
tb~ currency of a pnrticipu tl.ng country should de­
pr~cittc (in terms of gold or the unitoe) , that coun t r y 
must dcl1v6r to the Fund an anount of its local cu r r uney 
oqulll to the decr~nsed vlllu o of !hut currency he l d by 
the Fund. Liktwi se , if tho ourrency of a pa r ti eu l t.r 
country shoul d "ppr eeiute , tho Fund must retu rn t o 
thu t coun try on tJnoun t (in tho curr•ncy of tha t country ) 
oquo.l to the rusul ting incrc(laG Jn tht> go l d or the 
Oni tna vc.luc o f the Fund • s holdin&a . 'l'ht. swnc pr o ­
visions shull e l so ap~ly to the securiti<o of mon~c;r 
countrie s held b> the Fund. Howe ver, this provisic:n 
aho.ll not apply to currencies llcquir od under II- 9 
( ubnormlll wa r balances) , 
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rv . l:anase ... nt 

1 . The admin1otrat1on of the Pund ahall be vested in a 
Board of Directors . Eaeh government shall appoint a 
director and an alternate, in a mann~r determined by 
it , who ahall serve for a period of three years subject 
to the plensure of their govemlllent. Directors llnd 
alternntes may be reappointed. 

In nll voting by the Bonrd, the director or alternate 
of euch member country shllll be entitled to cnst n 
number of votes to be agreed upon . The distribution 
of voting power shall be closely related t o the quotas 
of member countries , although not in precise propor­
tion to the quot as . An appropriate distribution of 
voting power would seem to be tho following: Each 
country shall h&ve 100 votes plua 1 vote for the equiv­
alent of each $1 million of ita quota . 

llotwithstandlng the approved for=ul o. for distributing 
voting power , no repre$entnt1ve aho.ll cost more then 
one-fourth of the a .. grcgate votea r cgudleaa of the 
quota of his country. All d•cisiona, ~xcept where 
spec1f1cnlly provided othe rwi"', ahllll be mde by a 
majority of the votes cast . 

2. Tho Board of Di rectore sho.ll seleot o. Managing Director 
of the Fund 61\d one or moro assistants . The Munng1ng 
Director shull become ox officio o munbyr of the Board 
o.nd ohall be chief of the operuting s tnff of tho Fund. 
The lhmuging Director fl1\d the aaslsto.nts sholl hol d 
office for two y&urs , shall bo oliglble for reelection, 
o.nd muy be removed for causti at any time by the Board. 

The Mnnaging Director of tho Fund shall select the 
operuting staff in accord~nce with regulations estob­
llahcd by the Board of Dir&otora . llombcrs of the sto.ff 
ehall bo available upon request of memb• r countries 
for consul tetion in connection with 1n tHnational 
economic problema nnd policies. 

} . Tho Bot.rd ot Directors shall appoint from among its 
me~<rs on Executive Committ~t to coneist of not less 
then el even mcmbtrs . Th• Chu1rm:.n of the Board :t>o...l 
be Chairman of the Executive Committee, enJ the 
Nanag1ng Dinctor of the Fund sh<.ll be ox ofl'icio 
u meMb&r of the Executive Co~~1tt,e . 

The E~•cutlve Committee shnll be continuously nvailo.ble 
ll~ the huud offic• of the Fund and ehnll exorcise the 
authority del egated to it by the Bonrd . In the absence 
of o.ny member of the Exccutivo Comm1 tt<~c , hie· nlternnto 
ehnll ac t 1n his place . M6mb~rs or tho Exocutlve Com­
mittoe shall r eceive appropriate romunero.tion . 

4. Tho Board of Dir~ctors may appoint euch other committees 
ce it finds nccessar' for the work of the Fund. rt may 
~ leo &ppolnt advisory co:mitteca choaun wholl' or 
PU'tiull:y from persons no t rcgul~rly employed by the 
l"und. 
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'Jhe ilonrd may t.t ony l!lAiet1ng, b ) a four-fl.ftbs vo te, 
authorize any ofticers or colllllli t teea or the f'ur\d to 
e xerc i se any s pecified powera of the Boord . Such 
powers shall be exercised only until the ne xt mef!t­
ln3 of lhe Board t.nd shell be exercised in c mMner 
conals tent with the .~enernl pollcioa nnd prccticus 
of tho Boord . 

nte Board of Dire c tors may not delegute , oxcopt to the 
LXt cu tive Oomm1tt~e , any authority which c an b~ exbr­
cisod only by a four- fifths vote , 

6. Th~ Bo~rd , by a four - fifths vote , mcy cst~blish regu­
l u tions gov<.ming the opera t i ons of the Fund, and the 
otflcc.rs end coounitt ccs of the Fund sha ll be bound 
by such rcgu1Lt1ons , 
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1, '!be Bot.rd sh&ll hold one t.nnuc l mc e t1ng e nd such ... 
other ~ctings c s it mLy bo d esirLble to convene , 
On r~quc.st of m<mb<r oountric s e - ating one -fourth 
of th<. voto.s, th6 chclrm&n ahc.ll ce ll 11 a; c t1ng of 
the Boc rd for t he purpos~ o f oonsidcring ony ~ttcra 
placed before it. 

8, A countr~ fe.111ng to meet ita obl1,;n tions to lh c. Fund 
ahall be dec l c.rcd in default ond ma y be suspended dur­
ing the purlod of 1ts default provided a majority of 
the mcmb <r vo t es so docidc . Wh1l6 unde r s usp ension , 
c country in dcf e.ult sh(.ll "be denied the priv1lc,;e s 
of momb •. rship but sh llll b~ subje ct to the snme obl ige­
tiona as :.ny o th~r mcmb~r of the. Fund . '.".hc.n r:. country 
hua bot n in dcfcult r,nd undor ~ueptnsion for t wo years 
it shall Qu tomoticolly be dro9pc~ f rom membership i n 
the Fund . 

Any country may wi thdr!.w from th e. Fund by gi v1ng notice 
t o thr. t cfft.ct nnd its wi thdrnwc.l will truce cff<.ct 
t "'o yo..rs from t he d c t <> of l!Uch notic<. . During the 
int~rvnl b t. t ,.<.cn notice of withdrr:.wc. l nnd the t aking 
cffGct of t he n otice , such country she ll b~ subject 
to th<. sun c. obl1..,£. t1ons as any o tht..r asunbcr ot the 
Fund. 

A countr) which is dro Jtd , or \\hlch withdrr.ws, from 
mcmb, rah i p shell hc vc r. turn~d to i t .n amount in its 
own currc.ncj cquc.l to its contributed quo t e. , plus o ther 
obli J<. tiona of the Fund to th• country , ond mi nus sny 
aum duo from th~ t country to lhc Fund. Any r <.al ized 
losses of the Fuod mc.y be deduct~d pro rc.t o from lllc 
con tri bu t t d quot~ to be r t. turnc d to tn<. country dropped 
or wl thdrnwing from membership . 111< Fund sh al l h t-ve 
five yc nr a 1n vn i ch t o l iquidn t <. it& obl1,3t.tion to such 
country. \\he n ""Y count~ v;l thdrnwa or ie dropped from 
th e Fund , thc rights of the Fund sh..l.l b~ full y sc1"c­
;sur. rdcd . 

9 • Nc t profits ccmcd by the Fund aho.ll b~ d1 s tributcd ln 
the following uu:.nncr : 

:. . 50 pcrc<.nt to r cscrv c. s until tht r s crna c. rc 
t.qunl to 10 pcrc~nt or th <. :..,;gr.gct t. contributt.d 
quo t na of t!>e Fund , 
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b . 50 percent to be divided e ueh yeor &mon~ the oe=­
bera in proportion to their quot~a . Dividends 
distributed to eneh country ahull be poid 1n its 
own currency or 1n Unites ~ t the discretion or 
the Fund , 

v. Policies of Vember Countries 

Each member country of the Fund undertakes the following: 

1. To ~~into1n by nppropric te uction exchwnJe c n tes 
ee t~bllshod by the Fund on tho currencies of other 
countries , Lnd not to ~lt•r exch ung e r r.tos except 
with the eons en t of the Fund c.nd only to the ex t ent 
t.nd in th~ d irection C.JJ)rovod by the Fund. E.xehcn~e 
r~t~s of membe r countries moy b~ ~crmittod to fluctu­
r. t o with: n c spGcifi• d r~nso fixed by the Fund. 

2. To ~cndon , ~ s soo~ ~s the memb~r countrJ doc1dos 
tht.t emditions pe l'lll i t , e ll r"trietions end controls 
ove r Corel~ cxeh~n~e trcns~ctions (oth~r th=n those 
involving c :>plt;J. trr.nsf .. rs) with oth• r ::x;mb~r countrie s , 
<>nd no t to impose ;.ddl tlc nc.l r a trle tion a wl thcu t the 
npprovc.l of th~ Fund. 

The Fund mc y m£kc rcpr•scntLtlons to :nt mbcr countri , s 
thn t condi tlons ! r <c f c:vort.ble f er the nbc.ndonmcnt 
of r~. att•ictions end em trols ove r fore ign cxchcn0 c 
trt.nsc.c t ions , c.nd ~ech m~.mb . r coun tr) sh :>ll give con­
eidc r ::. tion to the r e pr es .. ntr. tione or the Fund. 

~ . To eoopt rr. t < effectively with oth . r membe r countries 
'01\ e n such count ri es, with the nJ)provn l of the Fund , 
ndopt or contlnu~ controls for the purpose of re.>u-
lt. t1ng in t c rn1. t~ on" l movr.mtn ta of co.pi tul. Coop ~r~ tion 
she.ll include , upon r ecommtnd1. tion b:, the Fund , m:. ~.sur~s 
tha t o~ c ppropri:. t c l y be tt. kcn 1 

c . !lot to ecccpt o r pe rmit <..cqu i ait1on of deposits , 
s.cur1ties , or tnvest:llenta by n c. t1onc.ls of t..ny 
membe r country 1mposin~ r estrictions on th e trc..ns ­
f e r of c r.p1 t~.l except W1 th the permi ssion of the 
Gov<. mmtn t o f th•. t eountr; wnd tht. Fund . 

b . To m<.k c r.ve 1l:.blc to the Fund o r to the Gov~. rn­
ment of ~ny ~c~b .. r country full inform~tlon on 
nll pr operty in the form of de posits , securitie s 
~.nd invcstm::nts of th e n :. t1on ala of thr. t memb. r 
country; ::.nd 

e . Such oth. r m•::surc s :. s th<. Fund sh rJ.l r ec ommend. 

4. Not to <.nt~.r Ui)On r.ny ne w biLto.r~o l foreign cxch!lnoe 
cl ec.rin~ Lrrt..nj<mcnts <.xecpt v;i th tht approv<..l of the 
Fund. 
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To give con$1deratlon to the views et the Pund on any 
exletlng or proposed monetary or economic policy, 
the effect of 'Ohlch would be to brl"<< abcu t sconer 
o r later a serious disequilibrium In the balance of 
paymen ta o f other countries . 

6. Tc furnish the Pund wi th all information It needs for 
Ita operations and to furnish such r eports as It may 
require In the form and at the t1mea r equ'es ted by 
the Fund , 

7. Tc adopt appro~rlate legis l ation or decrees to carry 
out Its undertak1n~s t o the Fund and to facilitate 
the acti vities of the Fund , 
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U.S. S.X:!lt-"'1" 

Q!'fsL tlg. 68 

!lOr ro Bt: R£-rRA;ISLIIl"rE.D 

Infonoatl.oo received up t.o 7 A.ll., lot Uarch, 1943. 

l. IIILirARX 

OOPY tiO. 

qo 

(3 

ruJ!ISIA . 26th. l'urther detailo of onomy att.acka r eported ycotercial 

indic~ta that tho mein thrusts developed in orea SID! HZIR and south of M<DJi2 >~ 

BfiB vhor o enemy rene hod I.!!JlJ i'.Z tiL BJ.B-<."L AROUSSA Rood. Eno<Dy tlln~a made s ome pro­

grcos couthwards down road but wore boltod north of U. AROUSS!I. 7 enemy to.nko 

doatro7od. 1-o lost one CburcbUl. 

27th. Enemy attacks continuO<! but auccoaafully held at all pointo~ 

Road !l.rll1r.Z a. BAB-.:..L i<llOUSS~ cleared oxeo.>t on• s...U sector. P.igb ground 5 •ilea 

south aoat ilt.DJEZ LL lV<B also retaken. 1"7o hove captured aomo 800 prisoner s. 

2. AIF. OPoRAriONS • 

WESTERN FRONr . 28 th. Mosquitos carried out low level attock on 

Dicoel Engine Wor ks 11t ll;liGZLO and ormllr.lvnt woJ•ks noor Llt:c~. 

bombed t~UPERTUS nirf1~ld . 

28th/1st . 454 aircraft despotchod - ST. NAZAIR£ 437 (5 missin&) 

mining 5, RiJHR ) , leaflots 4 (1 oissing) Intruders 5. Prolln1nary reports ln.<ii<••t 

4rge tires star ted 1o Sr. :1.\ZAIR£ docko. ViaibilH7 cood and ercws claim opera­

tion vor7 aueeesoful. 

ftr.I!SIA. 26tb/27th. "olliogt.ona nnd Haillaxes dropped 45 tons or 

bombs on G~SilS Londiog Ground. 10 o.ircraft wer~ aot otl fiN and otbers wore 

dtll!lgod. 

27th . 4rt7 fighter and fighter bcmbor eortlua nown. trnnsport, 

nnti-uircrof t guns nnd ) l&.nding gro)llldS tn forward 8f01.\ offoctivoJ.¥ attacked . 

Enemy casuoltioo 1, nil, ~. Allied 9, nil, 7. 5 escorted M. 6. 109' & bombed ono 

of our landing grounds ) ci.les south of IIEDillDIC: without d....,go . 

srcn.x. 28 th. llalta Spitfires ouccoaafully raided COLIISO airfi.,ld, 

a pooer st.a Uon n~nr SYRACUSE and railnr objoetivea ut 1'0~. 
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FINANCING 

Present: Wr. Bell 
Jlr, liau 
llr. llurpbT · 
Jlr. Tickton 
l(r, Lindow 

Karch 2, 194S 
9:SO a.m. 

. H.ll.JR: .Ul right, llfr. Bell, where do we start? 

llR. BELL: .h I told 70U this aorning, we han to 
re-do our cash position eatiaate because of spreading 
theae tax r eceipts oTer the 7ear rather than oTer the 
two quarters . · 

I think we might juat disousa tor a few momenta 
the basket - t7Pes ot securities. 

H.W.JR: That ie what I would like to do. 

YR. BELL: I don't think there ie aD7 queation but 
whet we ought to haTe a certificat e; a two-percent bond, 
and a two-and-a-half-percent bond; aaTinga bonds E, F, 
a.nd G; and t ax notes • 

.la I told you this morning, we are haTing sau 
diffioult7 with the certifica te btoauae there is a 
certificate ot a billion and a halt dollars aa turing on 
llq 1. 

H.» .JR: We went oTtr - no, exouae a e, We did 
eight hundred aamethlng in Februarr on !, F, and G, 

KR. BFLL: light hundred and eighty - SCIItthing 
like that. 

We are d01111 fOl' a billion. We loat aone1 on aninga 
bonda, tax notea, and on reTenue. 
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H.M.JR: How much were the t ax notes Y 

MR. BELL: Five hundred and some million, I t hink. 

MR. MURPHY : I have three hundred twent y-nine 
through the twenty-sixt h. It doesn't mean anything. 

MR. BELL: I think we are - it ie seven hundred 
million - I think a hundred and sixty million abort, 
but we also had a reduction in expenditures, so on 
net we are only off in balance about a hundred and 
thirty million dollars . 

H .~.JR: That ia wonderful. 

I!R. BELL: Along the middle of tha aonth we adjusted 
our balances to take care of the shortages of receipts 
in February. We could see we weren't getting them, so 
we cut about three hundred million out of our estimates 
and we were still short a couple of hundred million. 

On this cert ificate that is maturing May 1, we 
could pay it off in cash, but I am afraid if you do that 
everybody would sell tha maturing certificate to the Fed 
and go into the one t hat is open in the drive. That might 
make as much as four or five billion maturing next April. 
That would ba bad. 

H.M.JR: Very bad. 

MR. BELL: I am inclined to think that m.aybe we 
just ought to have a certificate isaue along about April 
20 outside of the drive tor the purpose of refunding 
that Kay 1. Aa we go along we are going to han mora 
certiticatea, and we are going to run into thia problem 
every time we have a drive. 

H.M.JR: What do you mean by "outside of the drive"Y 

laiR. BELL: Just announce what ia in the drive and 
then B&f that there will be a oert1f1cat e i eaue oa Jpril 
20 for t he purpose of r efunding the ~ 1 - for paying 

-
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off the May 1 certificate - and not let it be in the 
baslcet. 

I haven't discussed it with George and these 
gentlemen. 

MR. liAAS : That is the way we bad it originally. 

MR. BELL: You bad it April 28, 29, and 30. That 
~ould be too close unless you allotted--

.llR. HAAS: I think on this big certificate, if we 
are going to ~et the funds we are talking about, that that 
cert ificate wtll be that big - in other words, including a 
l i ttle over two billion to the banks and then the amount of 
corporate funds will raise it over four. 

MR. BELL: This would even make it bigger. 

MR. liAAS: Yes . 

MR. BELL: If you got the same as in December, you 
would have the certificate issue of three , eight - three 
billion seven. You add a billion and a half on refund­
ing, and you get five billion. 

B.M. JR: I read this report hastily. This infonnation 
that the SEC always gets out annoys me terribly. It 
al ways comes at the wrong time . Did they show it to you? 

MR. BUL: They did at first . I didn' t see it after 
that. 

MR. HAAS: They sent it to Dan . There were two 
things t o do. One was to tell them to kill it. I 
didn't think they could do that . I thought one bad 
thing na rubbing it in that the '!'reaaury was not get­
ting these funds . I asked them to cut that sentence 
cut, and they said that they would. 

liR. LINDOW: They did. 
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R.W.JR: Is there anything new in there? 

MR. LINDOW: In the SEC figuree? 

H.M.JR: Yea. 

MR. LINDOW: They make some atudiee of these personal 
savings . The method they used ia to take corporation 
figur.ea and then they can leola h the remaining amount of 
savings in the form of currency and bank deposita which 
are held by individuals. Nobody baa done that except 
them. ill we know to start wi th is that currency and 
bank deposita have ~one up by a certain amount during 
the period. We don t know who got them . They make an 
estimate of how much went to corporations and then the 
remainder ia assumed to have gone to individuals, and 
that is new information . 

YR. BELL: The figures are higher than they have 
been at any time before . 

H.M. JR: What do you call that section over there? 
(Indica tin g) 

MR. J.rURPHY: The Trading and Exchange Divhion puts 
it out, I think. ~ ..... 

H,V,JR: It really ought to be over here . 

VR. HAAS: That is just one aspect of it. A much 
more extensive job ia done in the Department of Commerce . 
I mean, if you are going to start collecting--

MR. LltillOW: The Commerce Department estimates the 
total personal savings, but they ao it by a residual 
method. They figure up how much income everybody got 
and how much they spent, and then they aay the rest bad 
to be saved, but th.vmake no attempt to check that savings 
figure by finding out how it was saved. . 

The SEC furnishes corroboration of that figure by 
working up the savings figures by eources of aavtngar 

• 
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currency, bank deposita, purchases of Federal securities, 
and eo on. Commerce could verify their figures in a 
similar wayl but haven't done it. Ae a matter of fact, 
there ie qu tea lot,of confusion about it because 
Commerce and SEC don.t agree on a lot of thinge . 

H.M. JR: Could that be transferred by Executive 
Order? 

lo!R. BELL: If you determined that it ia something 
working in the war effort - tied in with the war effort. 
I really think it belongs in the Department of Coaaerce. 

H.M.JR: I donl t agree with you. What would. you 
think if I just, on an informal baaia,called up Harold 
Snith and asked him to look into that? 

YR. BELL: I don!t think it would do any harm. 

B.K.JR: Let me ask him . I t annoy• me. It is the 
Finance Section over in CCIIlllleroe and one in--

KR. BELL: It is the Finance Section of the Foreign 
Division of Foreign and Domestic CCIIllllerce. 

KR. LINOOW: The iarticula r unit that makes the 
eeti.matea I was referr ng to ia the National Income 
Unit in the Bureau of Foreign and Daaestie Commerce. 

KR. MURPHY: V.ilton Gilbert ia the head of it, 

KR. BAAS: l•nlt it true that tllere is more than one 
group? They don·t even agree among themselves. 

MR. LINDOW: C011111eree hu two different groups, 
and they don't agree . They will put out the eame figura -
supposed to be - and it ia diffarent1 It ie really almoat 
acandaloue, I think, that they haven t gotten t ogether on 
eome of those things . 

KR. BELL: To go on with the driTe, we had planned, 
after a talk with you the other day, that first we would 
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have an offering on April 5, but now we conteaplate that 
we would offer to the banke - open the drive on April 12, 
and in the opening of the drive we would offer to the 
banks a seven-eighthe percent certificat e for two billion 
dollars and then,at the end of the drive, April 28, 29, 
and 30, we would open the two percent bond, which would 
have bsen in the drive all through the period, to the 
banks for two billion dollars juet like we did in 
December. 

B.V.JR: But the two percent would be a li ttle longer, 
would it, than last time? 

MR. BELL: In the '50- •"521 e. 

MR. HAAS: It would be three monthe longer or 
six months longer. 

MR. MURPHY: Rouse suggested that it be made exactlT 
the same length from issuance as the lest one. That 
would make it a September, ' 50- 1 52. That appears rather 
rich. I wouldn' t have any particular objection to it 
being rich. It could easilf be extended to December or 
even to Varch. 

MR. BELL: ' 53? 

MR. liURPHY: 1 51- '53. But if our stoq is that 
we are going to maintain a given pattern of ratee, of 
couree the1 will thin that d01111 - that apparent pr.U~a -
faet enough. I think there ia a lot to be said for 
accepting Rouse's suggestion. 

H.U.JR: Juet put it ahead three monthe? 

MR. VURPHY: Six aontha, It baa been aix a ontha 
since we offered one, Vr. Secretarf. We put one out 
last in October, and thil will be eix months further 
ahead, 

H.V.JR: I bad forgotten . 
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Do you mean to say it will be six months between 
tnoee? 

MR. LWRPHY: We used a one and three-quarters in 
our last drive. Now we are using a t~ , and there is 
soma thought that perhaps we miglit alternate between 
one and three-quarters and two, fe eling the way along 
aa to which is the most popular. 

H. !.!.J R: I have to refresh my mind. That is what I 
am trying to do this morning. 

MR. !illS: By the wrq, Dan, kouse likes the two­
percent bond and the certificate. 

H. ll . JR: You know, we set a deadline for ourae!ves 
yesterday, that on or before the lOth of March we would 
settle this bond thing. So we have until-- · 

M]{. BELL : •• • next Thursday, I think. 

H.M.JR: The 12th is Friday. 
the 12th we would let them know. 
res t of this week and next week. 
deadline. 

I said on or before 
'l'hat gives us the 
we ought to beat that 

WR. BELL: I hope we do it the first of the week . 

H.H.JR: I don ' t think you can, not with me being 
away for a couple of daya. You f e!lows won ' t lll&lte up 
your minds anyway. (Laughter) You can' t do it by )(ond81. 
Well, maybe you can; we will 1ee. 

~ BELL: The other security is the two-and-a-half­
veroent bond which would be extended a little beyond the 
6~-'68 - or was it ' 64-•69? You had •65-'70 at one t ime. 

MR. HAAS: We are not eo choosey, except we would 
rather have a longer call period. We auggeated '60-' 70 
and '65-' 75. 

S7 
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B.W.JR: You always do that. lLaughter) . 
MR. MURPHY: If the pa,aent of death provision ie 

added, it is hard to evaluate what that ie worth, but 
the bond would be pretty rich unleee it was extended 
or given a long call period. 

H.M.JR: Now what will happen ie, they will do 
that end then eey, -wouldn't you give that privilege to 
the outstanding ones too?" 

WR. BELL: That will be the next. 

H.». JR: ~t I don't think we ehouJ.d. 

WR. JIDRPHY: That would be a.n argument 1n favor of 
adding aaae euch provision ae a long oall period to 
offset the payment of dea1hprovieion in part. It would 
make the bonds appear - reduoe the preeeure to make it 
retroactive . 

MR. BELL: There .ia another question up in connection 
with the two end a half percent bond, and that is the 
den~ination. Laet time we stopped at five hundred. There 
have bean •~e requeete to go down to a hundred. 

H.».JR: I have no objection to that thie time where 
we have the two organization• together. 

IncidentalJ.y, did you a tart that preu buaineee? 

YR. BELL: Yea, they are working on it now. 

YR. HAAS: We have a little apprehension on it for a 
different reae.on - about dropping the den~nation down. 
I think it wouid be unfortunate if any particular aalesaen 
or group of ealesaen would atteapt to eell people in 
low incomes the two and a half percent bond, because your 
mein reason which you gave to Congraaaional oommitteee 
for putting out a type of bond such aa the E bond was 
that you didn't want to have a bond market such as in the 
last war, It cou.J.d very eaaily happen if these two-and-a­
halfa are pushed and the E'a overloaded, and it ie ~ 
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feeling - I guess we are all in agreement on this - that 
a person should first be sold hie limit of E' bonda. Now, 
that may not be the case; it may or may not be the caae 
if you out the denomination down to a hundred dollars. It 
could be handled all right if they were specifically 
instructed that way. 

YR. BELL: You have the aame situation only to a 
lesser degree in the five-hundred-dollar denomination. 
ThRt doesn't mean that a man baa t o buy five thousand 
dollars of h bonds before he buya that. 

H.U. JR: Have you men dropped the pressure to drop 
F and G's? 

~~. BELL: For the drive. ~e think it would·be bad 
to terminate F and G' a, which are quite the best bonds 
in the series , just before the drive. But we think maybe 
you might give consideration to it right after the drive. 

H.M.JR: If you are going to have that, then I won­
der whether you want to drop this new two and a half to 
a hundred dollars . It will be in conflict with the E, 
F, and G•s . 

)IR, BELL: Executive managers say - a few of them 
do - that there is a demand for a coupon bond because 
many individuals throughout the country don't want a 
registered security. They would have to come to the 
Treasury and get it redeemed. They are willing to take 
a chance on the market rather than, if they do want to 
redeem it , take a reduct i on in the principal. 

H.M. JR: That ie not a hundred - that doesn ' t 
describe the hundred-dollar one. 

MH. BELL: I don't think there is much to the 
argument. 

H.J.!.J R: That ia not the hundred-dollar fellow. 
·,hat is the hundred- t housand-dollar fellow, 

• 
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lffi. WS: He llight be buying a hundred-dollu 
bond. \Laughter) 

H.M.JR: Bit the man 'll'ho ie buying a hu.ndrad-do!lar 
bond is buying it because he •ante to help, and 'll'hether 
it is registered or coupon or something else--

YR. HAAS: I think he should be taken care of in the 
type of the security sold him . 

WR. MURPHY: I think the hundred-dollar fello'll' more 
than the hundred-thousand-dollar fello'll' is apt not to 
understand and to be irritated by the cutback in value 
on the G bond. 

H.W.JR: They have to buy the G in preference to 
the F? 

YR. MURPHY: I am speaking now of the - of course, 
the F ia a different choice . The small person I am· speak­
ing of who has a small amount of bonds and who wants 
inoane is apt to think of par as par and to be irritated 
if he should cash the bond and only get ninety-seven. He 
ia apt to be more irritated than the man buying in large 
blocks 'll'ho understands why the outback is made . 

100 

H,I.JR: Supposing he buys 
bond and it goes to ninety-six. 
(Laughter) 

the hundred-dollar coupon 
Is he going to be irr1tated? 

liR. MURPHY: Yea. 

liR. BELL: Irritated, period. (Laughter) 

H.~.JR: I am open to argument, but it just aeaae 
to me that you may be making your baeket too big, that 
is all. Aa 'll'e go along, •e can aee he'll' much pressure 
there ia for that. It alao meana more pieces of paper. 

WR. BELL: I think the Federals will argue - not 
strongly - but thef will suggest the hundred dollar 
denomination. I am aura Rouse will . 
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llR. HilS: He did ;yeaterda;y, and I think George 
Bu!! ington is interested in it, and Fleek ia interested 

101 

in it. That is what bothara me~ ~it . I think ther are 
liable to push it in pre!erenoe to the E. Thet deals 
with a t hing which to date you have avoided, You have 
avoided having these small income peop!e have a market bond 
in order to prevent the situation that happened after 
the last World War. 

H.M. JR: Thet ia right. We han to protect th8111 , 

'bet else have ;you got? 

IIR. BELL: I think !or a moment we might discuss 
the Treaaur;y bill program and exceaa reserves . We had 
quite a discussion of it festerda;y with this group and 
»r. Rouse . The present excess reserves run around about 
a billion eiibt, and !aat night I think New York had about 
e hundred ana eighteen million . 

Mr . Haas and hie group f eel rather strongl7 that 
there should be more excess reserves, particularl;y 
New York and Chicago. 

R.Y . JR: The1 are running true to !orm again, end 
I am with them on this one . (Laughter) 

YR. BELL: He doesn't !eel that the banks will sub­
scribe to an amount of Government securities in excess 
of the excess reserves, and I think in December we had 
about two and a half billion dollars of excess reserves-­
and we got subscriptions of about a hundred and thirt;y­
five percent? 

KR. MURPHY: On the one - snd- three-quarters-peroent 
bond we on11 bad subscription~ up to about ninet~ percent; 
and on the seven- eightha, a hundred and tbi rt;y-!1ve. 

MR. BELL: Mr. Rouse sa;ya tha t be can' t keep exceea 
reservea in the New York and Chicago markets. If 70u 
put them in" there, the banka will iamadiatel;y go out and 
tr;y to invaat tb... What ha rune up againat ia competition 
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with the banks in tcying to i nnat their funds. But 
he i s wi lling to shoot for a range of two to two and a 
half billion dollars in excess reserves by the time the 
April drive comes around. He saya that if he finda too 
~uoh competition, he will call for a conference and 
co~e down and diaouaa it with us aa to what we should 
do. But he will ahoot for the two to two and a half 
billion . I think everybody agreed that that would be the 
beat procedure. 

H.U.JR: He ought to have at leaat two and a half 
billion excess reserves. We ta.Lked two and a half .Last 
tiiiiAI ; it ought to be two and a half to three now. Talk 
a .Little bit two and a half. 

WR. BELL: That is what we had .Last time . They did 
a pretty good job of holding it, too. 

H.h!. JR: This t ime talk two and a half to three. 
You say that is what I want, set? 

MR. BELL: Anyway, he said he 110uld come down and 
disouas it. 

H. li.JR: The more securities out, the mor e reserves 
you have to have, don' t you? Ta.Lk two and a half to 
three. If you talk two to two and a half, you will slip. 
They are ail traders, you know. 

WR. BEU.: You a re telling me ! (Laughter ) 

llll.JR: What else, )(r. Bell f 
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loiR. BELL: This is just a ainor thing that we will 
han to work out uong oureelvn. ,.e diacueaed the ques­
tion of what we should do to the dea.Lera in the next drin. 
You remember the .Last time they were o.Laasified aa indivi­
dua.La , and they came in and bought about nine hundred 
mi.Llion· do.L.Lara worth 9f aeouritiea, of which only a hun­
dred million , or thereabouts, were the two and a half ' s. So 
approximatel y eight hundred mi.Llion of the securities t hat 
we o.Laaaified aa individuals went into - aa far aa we 
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know, they went into banks- moat of than did . 

H.M.JR: It was very useful, wasn't it? 

MR. BELL: Yea, very useful. That is what Bob 
Rouse says . He said, •oon't forget they aold a billion 
dollar~ worth of bonds for 7ou.• 

103 

In the Februar1 certificate iesue we again classified 
them as individuals and gave th .. e preferred allot.ent, 
although there one clasa of subscriptions we did police 
and cut down about twenty- five pero•nt. 

H.W.JR: I believe in policing. but I wouldn' t be 
too stiff about not letting tham subscribe . 

(The Se~retary held a telephone conversation with 
Mr. Harold Snith, as follows:) 
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FDCJr: 

Operator : 

IOIJI'I 

Oper ator : 

RNJr: 

Rarol 4 
8111 \Il l 

IOIJI' I 

8: 

BICJJ'I 

S: 

IIIIJrl 

81 

liii.Jr l 

Bello. 

llal'ob 2, 1943 
9145 a . a . 

XI' . Sa1tb 11 on ble waJ t o the ottloe. !heJ 
expeot hia abortlJ. 

Wel l, let •• m ow when he '''' in. 

9159 a . a. 

Bello. 

Bello. Row are J OU Ulle aorfting? 

Pine. Row are JoUt 

Pine. 

1 1 4 like t o ralee a point with J OU on an 
intoraal baeie before we wri t e J OU ADJtbing, ... , 
OkaJ. 
I 4on 1 ' m ow 'llbether J OU '•• not1oe4 1D the 
paper, but quarUrl7 the 11.&.0. ceu ou' eoae 
t1guree OD I A'IiiiCI •••• 

Yeah. 

•• •• and tblll the J)epartaen ot Oo•eroe '''' 
oat eoae, and tbeJ don'' Jibe with the 8 . &.0. 
and ., boJI - theJ Ull •• there' re two 
41tterlll' 41'111ioae l n the Departaent ot 
Oo•eroe, neither Qt wbioh Jlbe with eaoh 
other. 

Uh bah. 

Alld i t 1 1 apeeU1DC W Ul in our preparaUODI 
t or tlnuoiJIC. low there ian 1 ' •oh we oan 
4o about 1,, 'llut I'd llke ' o raiee the poin,, 

(oon,, ) 

. -
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HlfJrl 
(oont.) 

8: 

IIKJrl 

81 

BlUr : 

s: 
HKJr : 

8: 

RKJr: 

S: 

IIICJr: 

8: 

IIICJrl 

8: 

IDIJr: 

- 2 -

1n •1 .. ot the 41.tt1oul tJ - - and 1norea•inc 
d1tt1oultJ- ot our t1nano1Dg eaoh Uae, wba10 
would J OU 10h1ak - there are onlJ 1n eaoh oa .. 
10wo or 10hree people 1n•ol?ed • ••• 

leah. 

• . •• ot- ot bring1n& 10bo•• 1n10o the !rea•Ul'J· · · · 

Uh hllh. 

• •• • and - eo the10 a l l enauee on ea•1D&• and 
eo t orth would be in a oen10ral plaoe under our 
•tati • tio• here, JOU •••' 

Uh hllh. 

Beoau•e 110 doll - i10 10r10 ot &•10• ue out ot our 
• t ride. Coaaeroe doe• i10, I think, onoe a 
aon th and the o ther •• • • 

The 8.&.0. auet do 1t ••rJ 1rresularlJ, I - I 
•uppoee, beoau•e I hadn't no ticed it until her e 
about a aonth ago. 

Yeah. But - but t here are three d1tteren10 
eeo10ion• sett1nc the etutt out , none ot which 
asree with eaoh oth•r· 

And then the7 write a l ot ot article• - we're 
aeu1os too auoh or 10oo 11 Ule, JOU ltnow, aD4 
all thet bueioe... h g1u• the oewepaper• a 
ob&Boe to hang a oontl'O?erl1al i1eue on . . 

Yeah. Well I'll tl')' and •ee 11bat I oan do 
about it. i•u se10 •oa• ot the boJa here loolr.­
ing at it. l tbinlr. there' • - there' • aore 
in•ol?ed thaD a relatUelJ r .. peopl•· 

Yeah. 

But I would 1;h1nlr. we oould •oaehow or other 
se10 i10 under control. 
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V.U, beoau•• l -• 1;h1nlr.in&, a• l aaJ, l - l 
don't wan10 w, J011 Jr.oow, .. nd a aeaozwlldua o•er, 
and l don' 10 want &nJ ti&h10 o•er U, I aean. 

.. 
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leah. 

I'd like 7ou to l ook at it Vitb tbe tbousnt ••• • 

•••• ot centering it bere in tbe TraaeurJ. 

Yeah. 

And it 1ou would take a look at it, and tben • ••• 

I 'll do that. 

· •• •• and tben giYe a e a ringf 

I 1ll do that. I expect Co-erce 1e going to 
holler prett1 - holl er prett1 loud about that, 
but at anr rate • • • ·• 

Well, we taousnt •• • • 

.... we'll do tbe beet we oen vitb it. 

• . . . under tbe - under the War Pow era Aot, it' e •••• 

••• • after all it 1 • financing - 95~ ot our 110nq 
ie to finance tbe war. 

Yeah, 7eah. 

It1 • an UTi tating thing beoauee tha papera al .. ,. 
u .. it, tranklJ, to - to oritic1&e .... 

leah. 
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• ••• tbe A4a1n1atrat1on t or not doin& aoaetblng elae. 

l eah. OkaJ , You aand - JOU aand 70ur a.-oran4ua 
oYer, aa4 I 111 ••• wbat I can do about it. 

l ou - Jou would like a a•oran4uat 

Vall, that'll be all ri&bt , or I can look into 
it 011 tbe 'baaU of tbla telapbone oonYeraat1on. 
lilt I tboupt JOU vera • ••• 

• 

• 
Regraded Unclassified



81 

RICJr: 

s: 
111Ur1 

81 

HIIIJr: 

8: 

• 

- 4-

Jo , I . . . . 

• • • • 7011 bad .oaeth1na aore on 1 ~ • 

• ••• I'd rather keep 1~ llft~1l 7ou- 1 14 l1ke-
1f Jou'd ll.a'le - 4o mat 7011 e&J, ll.a'le a oouple 
ot Jour boT• look a~ 1~ •• •• 

Yeah. 

'!'ben 1t J OU think 1t '• wor~bwhile, we'll be slad 
~o eend a aeao. 

lee. OkaJ. r1ne. 

And - h.Uot 

x ... 
And George Baa• - 1f - 1t Jour aen van~ &n7th1JI&, 
~~ ~h•J ge\ 1n ~ouoh v1 ~h George Baa a. '· 

Ok&J. 

'fballlt JOU 'I lrJ 811 oh. 

You be~. 
• 

• 
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H.W.JR: He says it is not aa eaa1 aa it eoundt, 
but be will have a couple of hie boya get into it and look 
at it . If they get a m~orandum, it ia circulated all 
over, and it beco~ea a fight. If we don't gat it, they 
will say that the SEC or Jesse Jonea !icked us . 

Yesterday O'Donnell wrote a long article in the 
Washington Herald about how Herbert Lahman and Stettiniua 
were having a knock- down, drag-out fight, I don't know 
whether ther are or not, but if I wrfte this thing and 
we don't get it, ,then the7 will say, "Jeaae Jones licks ~· 
llorgentbau, • or •sxc licks llorgentbau. • It is not that '"' 
illlportant. He wanted me to a and him a maorm diDD . I 
said no, because he would aend it right over to the other 
two bureaus - my m~orandum. 

WR. BELL: I don 1 t think he would do that. I think 
he would have somebody investigate it first . 

On the dealers, Bob Rouse feels that what you have 
to do ia control them .in the drive, but not to hamstring 
th1111, because ther were helpful in dietributing the 
securities the last time . 

H.M.JR: I agree, Don't hamstring tha, but police 
thllll . 

WR. BELL: The only other thing is that if Congreea 
paaaea the par-as-you-go bill we might elilllinate aeries ! 
tax notea . 

H.W. JR: Did you aee what th17 reported out? Instead 
of doing a straight twenty percent - the7 can't do aDfthing 
simple. I suppoae they figure they can't knock the 
victory tax out because the7 will hurt George'a· feelinga 
so they run around the block three times and cane out with 
a twenty percent d~ion at the source. 

If you add and aubtract about four tblea to get your 
result instead of doing it once - but it is not bad, you 
eea. 
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~ BELL: They didn't come out with a cancellation, 
di.d they? 

H.M.JR: No. 

MJ(, BELL: It sort of automatically works that way, 
though. 

H.lA. JR: No, they said to !eave that until we took 
up the tax bill. They said, "We want th~ people to pay 
their March 15 and June 15 tax. ~.e "111 start with the 
deduction of twenty percent at the source on the first 
of July, and the other quest ion we will take up when we 
take up the tax bill . " That is what I got. 
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Mh. BELL : I don't know, the paper sort of indicated-­

H.M.JR: I read Cooper ' s statement . It is not bad, 
because the thing that Paul was the most afraid of was 
that we wouldn't get a deduction at source - that they 
would put the huml plan through without the deduction at 
the source. What he was fighting for was the deduction at 
the source. If we get that on the statute, we can do the 
other much easier . 

it . 
MR. BELL: But ther did include the victory tax in 

H.U.JR: Yes, they left it in. 

lr!R. BELL: Left it on the books, I mean. 

H.M.JR: As I understand it, yea. 

MR. BELL: Instead of making it twenty- two or 
twenty-three percent and absorbing the whole thing. 

H.M. JR: 'l'his gives me a little understanding of the 
thing. Keep feeding it to me. 

llk. HAAS: 14ay I mention one other thing that Dan 
overlooked? I think it is one of the moat important 
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things ; it is not a detail. I think it is very important 
in this drive to indicate to the people wno are handling 
it to get a urge part of your funds from individuals. 
In other words, in the December drive they got the money, 
but it was a cream- skimming job. If you are going to ask 
outside the banks for,say, ten billion dollars, I think 
it ll'ould be vecy much worth while that you break the ten 
down and say of that ten you want about three billion t"'o 
hundred miUion from individuals, and indicate t hat you 
want a real house- to-house fob on the thing. I think 
if you don ' t do that you wi l be criticised. 

H.M.JR: Yes, I am glad you raised that point. I 
want to raise one in this room here . I don't see how 
you can escape having a quota. 

MR. HAAS: I don ' t either . 

110 

H.M.JH: I know Dan doesn't agree with me . You take 
Cleveland - they ought to have a quota. Their quota ought 
to be for the banks and the whole business, and so much 
for individuals ; and until we get a quota, I just don't 
think we can function . 

WR. HAAS: VIe have done some work, by the way, ":ltith 
groups on it. 

H.M.JR: So ll'henever you are ready, I am ready to 
listen to it . I just don ' t see how you can have a drive 
and not have a quota. 

)(R. MURPHY: In respect to the bank subscriptions, 
Mr. Secretary, I think the question of a quota and the 
question of an adequate supply of reserves is rather in­
terconnected in a way which makes a bank quota !'ather 
undesirable. I am very much in favor of the quota ou.taide 
of the banks. 

The relationship bet11een a quota and excess reserves 
of the banks, I think, was beat indicated in a conversa­
tion 11e had with Johnson, Who is on tba ~ota Co~ttee 
for the Federal aeaerve !:>'yste11. 
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They had a proposed quota for banks. We questioned 
wnether it was neeeaaary, and Johnson, in the course of 
a rather factual statement, said it probably wasn't 
necessary now, but that if exoeee reserves should decline , 
then a quota for banks would be necessary; and ~hat ie 
about the true relationship between the questions . 

H.M.JR: Henry, it is broader than that. What I 
run t hinking of is, if the drive ie thirteen billion or 
fifteen billion - according t o thewaa.lth of the popUla­
tion is the way you decide, isn't it? 

}lR . HilS: Income that is f.lcwing in. 

H.M.JR: A!l right. New York gets twenty or thirty 
percent . 

Wk. BE LL: They don ' t get the inco~e, do they? 

H.M.JR: hhatever it ia--

MR. BFJ.. J..: They subscribe to thirty- five percent of 
the securities and I wouldn't want to take that away 
fro~ New York on any quota basis, because I think you 
~ight not get the total you are after. 

MR. HAAS: The Secretary is thinking of quota in 
the no~1 sales thing. The banks could be separated 
out. You don't need quotas for i ndividual banks. 

H.V. . JR: I am thini:ing - say, "All right, New York.:JQ~ 
rai se three; Chicago, you raiae two; Cleveland, you 
raise one" - in those districts. Then after having set 
t bat, you can break it down &I to how ~uch for the banks 
and how much for individuals. Otherwise, whet I am fear­
fu l of ie that New York will pu.ll the main oar and some of 
these other districts just won't do the job. I don't 
thi nk that it will keep New York from goin.g over ita 
quota. I think they will do it anyway. 

I wish you fellows would think about it , end thia 
new man, Robbins, certainlY ought to get in on that. I 
wi ll be gone for two day• . 
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MR. H.US: We have done some work on this . 

H. li.JR: Do some more . 

~m. LINDOW: Could I add a word on this individue.l 
quota, Mr. Secretary? We had ten billion, say, for non­
banklng sources listed as our goal. Our thought was 
that we ought to break it down into about three or four 
categories, individuals , say, three billion or three bil­
lion two, as we had in the sources of funds memorand~, 
and a certain amount for corporations other than banks 
and insurance companies, based on the amount of funds 
that they are accumulating, then the insurance companies 
and mutual savings banks in one group, perhaps. 

112 

Unless we break it down into those three or four 
groups, we are afraid that they won't go after the indivi­
dual money enough. They may get the non-banking money, 
but it isn't the current accumulat ion of individual funds. 
We want to get at those individual savings as they accumu- · 
late in order to do the most successful job. 

H.U.JR: The individuals are the f irst objective . 

~IlL LINDOW: Yes. 

~ BELL: I hate to see you put an amount on those 
individuals. I think it will l ook bad if you don't get 
it. 

~ H.US: This ia internal. 

MR. BELL: It can' t be; you spread it among forty­
eight States and twelve Federal Reserve Districts. 

.. 
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{Letter addressed to Wr. Hull handed to the Secretary 
by Mr. Bell, copy attached.) 

H.K. JR: Rave you {Whi te) seen this letter? 

WR. BELL: He wrote it . 

MR. WRITE: If I wrote it, I eaw it. {Laughter) 

MR. BELL: It is the one to the State Deparbaent 
on that camnittee. 

MR. 'MUTE: Yea, I tllought 1 t mi~t be e good thing 
to send. It is not important. I don t feel strongly 
about it. 

H.W.JR: I won't sign t his thing. 

MR. WHITE: I wouldn't be bothered with either one 
of them. 

H.W.JR: I wouldn't aign it. 

YR. BELL: The meeting is this afternoon, isn't it! 

MR. ~ITE: Yea. 

MR. BELL: Wily not? It is a good record. I tllink 
we have got to be in on theae committee meetings - some 
of tllaa - whether they are run tile way we think they 
ought to be or not, because there are going to be a lot 
ot things that will be diacuaaed that we have to be in on. 
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H.M.JR: I am per fectl7 willing to call up the 
Acting Secretarf, who is Kr. Well•• - ~r •• Hull ian' t 
here - and tell them bow I feel . 

l(R, WHITE: That would be better. 

H.W.JR: I think it i e all darned nonsense. 

YR. WHITE: That would be better. 

WR. BELL: How about just letting Harr1 go and not 
answer any of the l etters? 

MR. WHITE: What we will do ia, we will juet eend 
somebody eo we will be coopereting. All Feie is aaking--

lo!R. BELL: Tbia is the first meeting toda7. 

YR. WHITE: We don ' t have to answer the letter . 
We can juat send somebody. · 

H .M. JR: What meeting is there thi e afternoon? 

MR. WliTE: That is a new o011111ittee which th!fbave 
formed . 

H.W.JR: I would like to tell Welles that i think 
it is all damned noneenae . They have an over-all committee . 

WR. WHITE: And these ougbt to be aubcamaitteee. 

KR. BELL: We agree with that a hundred percent. 
We told Feia-that. 

H.W.JR: 11bat'l 

VR. WHITE: Feia said bt agreed. 

H.K. JR: And now they are sett ing up a separate 
cc.~ittee . 

Ia there a l etter from l(r. Bull to me? 
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MR. 'ill!ITE: No, Feis to Be.1l. 

MR. BELL: Following his conference with ue. 

H.M.JR: Are you in agreement we should be one 
commi ttee? 

MR. BELL: Absolutely. 

MR. W~ITE : An over-a!l committee and subcommittees . 
Tbere must be subcommittees. 

R.U. JR: I would like to tell that to We!les. 

l.lh. BELL: I have no objection to that . \e told it 
to Fei s. I think Feis agrees with us. 

llR. WHITE : He did say that he agreed. 

H.M.JR: They tbey come along--

MK. BELL: It is an internal thing. 
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MR. ~HITE: They make the thing very difficult . 
example, we had this meeting yesterday to discuss--

For 

H.Y.JR: Excuse me - is the first meeting this 
aft ernoon? 

KR. V.HITE: Yes . 

MR. BELL: I think somebody ought to go to that 
meeting. 

B.M.JR: I agree . 

MR. 'hHITE: We told thea we would participate, but 
-we dido' t like it , 

H.M.JR: I will do it by telephone . 

llR. \miTE: They listen and agree with you, and 
just go ahead. 
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H.M.JR: That is their policy . They agree with you 
and then do what they want. 

~ BELL: I really can't understand hew this other 
committee was created; and everybody is on t he committee 
except the Treasury. 

MR. YiHITE : Then you get an invitation from somebody 
who is not even on the committee which says that if the 
Treasury wants to go--

H.ld. JR: It is Finutter who is the head? 

J.!R. VtlliTE : Yes . 

H.M.JR: \'that is it called? North Africa--

hffi. ~ITE : It used to be called the North African 
Economic Board. Now it is something else; they have 
just changed the name . 

116 

-~-- MR. BELL: It has been changed to cover all ~coupled 
·--territories . 

MR. WHITE : Don' t you remember he definitely said, 
"This is only concerned wi th North lfrioa" 'f I said, 
"That is wnat you are going to start in with , then the 
fi rst thing you Jr:now you are going to expand into all 
areas. " That is exactly ~at they a re do ing. They 
changed the name so it would app.l.y to all. 

H. U. JR: Is this t hing of Feia' competing with 
Foreign exchange? 

l.!R. WHITE: Monetary matters - finance . 

W~ BELL: Economic matter• where it gets into the 
fiscal. 

Regraded Unclassified



- s -

(The Secreta~ held a te!ephone conversation with 
Mf, Welles, as follows:) 
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IIMJ:r l 
Ope:rato:r: 

IIMJ:rl 

8ulllltl" 
Wel.lee: 

IOIJ:rl 

"' 
IOIJ:rl 

V: 

V: 

llliJr: 

II: 

101Jr1 

WI 

IOIJ:rl 

lh 

Bello. 

euuit:r w el.l. ••. 

Bello. 

Good 8JO:rn1n&, Rllll"J. 

low are 7ou, llllallert 

I 1a fille, th&Dite. 

llarah 2, 1.,.., 
1.01)2 .... 

You're Ao'ill& eeoretarr, al'ln't rout 

!bat' 1 r11b'· 

Goo4. 81l81111", I 4141\1 t want to put th11 1ft 
a l.etter. !be bore Wl'Otl a letter but I 
414n 1 t want to 111• 1 t - to the 8eoreta1'7 of 
8\atl. You• .. &Ot a oo•1ttel oYer there 
wb1oh I think Xr. PlnleUer heade on eoonoaio 
uuere dteot1n& South At • • - South - llorth 
At1'1oa •••• 

Well., he hal to 4o with etrates1o uterlale. 

And ¥1 11'1 DDt Oft that OO~ttll. loW thl7 1 re 
now lltt1n& up to4al a ooaa1 ttll Jut to take 
llp the qlllltiOD of DODir &114 10 forth, and 
vhloh re11 11 the head of. It'• an entlrelr 
lepal'&tl oo~ttllo 

tJb llah. 

low 1' a perteotl7 w11.1.1"1 to l.et Barr7 White 
10 O'ftl' and alt there •• an oblll"fer. 

I11. 

lhat pereonal.l.r. I thlllk 'bat 1t thlr I 1'1 go in& 
tr•' aoneta1'7 Mttll'l 1t oqll1i to be a ev.b-
ooMi Ull of the wtaol.e i and there are eo 'a.ll7 
f1DDII01al. th11\11 that thlllk the !l'e&IUI'J 
oup' to u•• a reprlllllt&U•• on u. 
I11. 

to 
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And - .o ~ t 1f when - 1t wbon ao .. tbllll 
oo••• up - beoauaa when 1t soae wronc, 1t 
ooaoe 1n our lap anJ¥AJ. 

Yoab. 

And wa'•• bad nuaeroua 1ne\anoee wbaro ••'•• 
bad to 411 out attar tba d&MC• baa baen dQne. 
But to baY a a eepan ta oo..t Uaa and wb1 ab Ja1a 
1e Ulebead of to treat w1tb ,Juet f1nano1al 
.. ttera, I oan1 t ••• 1t. 

VeU • . •. 

And I juet .anted to br1DI 1 t to J OW' aUont1on. 
I'• no t co1DI to f1cht about 1t. It'• not wor~ 
t1gbt11ll our. 

tJb huh. 

And Wb1 to WS.ll co tb1a afternoon .... 

Wall, I'll taka 1t up 1•ed1ah1J, BoiU'J. 

Ao I ea1d .... 

And I tb1nk JOU 'ro qu1 te rllht· 

But to ba•e an o•anll oo.S. ttee - and wban 
eYel'Jtb1lll that JOU dQ touoboa ua, JOU lulow1 

lee. You're apeek1nl now epeo1f1oal17 about 
tb1a 8tntes1o later1ale Co.S.ttea, 11 that ut 

l o , •• I UD4ara\an4 1 t, 1 t'a a aort of general 
aooao81o oo.S. ttao 1n wb1ab all the aceno1ee 
aro ropreaonto4- I - t o •• 1t1 1 roproeentod aa 
the 11111 otter Oo.S. Uoo. 

tJb bah. 

And nartbo4J 1 a on 1 t oxoapt tba TreuW'J • 

I aee. I'll talto 1t up 1•o41atol7 an4 t1n4 
Oll't. 

ht, aa I MJ, I- I'• not p1ftl to t1pt about 
1t. I waa juat so1ag to br1nl 1t to Jcn&r 
attoat1oa and tbon •••• 

-
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WI 
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Vellt troa vbat J OU t ell ae J OU1re a-eolutelJ 
r1gl11i . I tullJ ear .. w11h r ou. 

Yeah. OkaJ. 

I'll take oar• ot u. 

!baDk JOU. 

All r1gllt, BtllrJ. Goo4'bre. 
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MR. BELL: It is done. 

H.M. JR: Now, the difference with Welles is that 
when he says he wi 11 take oare of it, he does . 

!.!R. BELL: · If he will talk to Feia, I think Feis 
wil l agree that it ought to be one over-all committee 
doing the whole job . 

H.M.JR: You don't agree on that? 

KR. WHITE: I don't know whether you made it clear 
that there should be an over-a.Ll oollllllittee in which these 
should be subcommittees. 

H.K. JR: I think so; I got the point over. I mean, 
if there is going to be a separate committee, then it 
should be in the Treasury. 

1ffi. BELL: I ' question whether Finletter should head 
the over-aiJ. committee . 

MR. WRITE: I mean, this should be another committee 
which should be m over- all committee; these committee• 
are all right as subcommittees~ 

H.M. JR: Well, I am sorry; I Just couldn't sign the 
letter • 
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Job.n 
tllll1Yan: •••• wUh IIJo. Douchtoll, and he' e talked w1 th 

llr. KoCoruok •••• 

HM.Jr: Yeab. 

e: .. . . alld apparun:r the 'bill will 'be on the tloor 
a week troa toaorrow or a weeJt troa !hare4a)'. 

BlUr: ' Yeah. 

81 IIJo. Douptoa hu no o'bJeoU one t o our aUeap\-
1ftl t o h&Ye that aoYe4 1n the hnate f1ret . 

lllloJr1 Y ... 

81 I thought 1t 7 011 approYe4 I'd co r1pt OYer now 
and ••• Sauter O.orc•· 

H11Jr1 Don't :rou thinlt that wollld be the ..... , thine 
to dot 

81 Y", I do, 111'. 

BlUr: Well , 't - I wou.ld t oll.ow throuch on that . 

8: I'll - I'll. do that r1pt awQ, and then report 
when I get 'baok. 

BM.Jr: Yoa and Joe. 

S: !bat' e rlpt. IIJo. Douehton wou.ld like to apeeJt 
t o )'Oil a aoaen t. 

BlUr: 1 14 like to talk to hill. 

Coac.llo'bert 
Dou~Bton: Bello, Benrr. 

BM.Jr: Bello, lo'b. 

D: Bow are :rout 

BM.Jr: Oh, I '• all rlpt. Bow are :roat 
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BlUr: 

D: 

IDCJr: 

D: 

Dl 

- 2 -

PrettJ sood. I appreciated J OIIJ' letter an4 JOU 
.. at ae tbat ooPJ of prooee4111se out there the 
daJ we .bad tho broadoaat. 

leah. 

I sot 1t out at tho hoapltal. Iou aent1one4 JOU
14 

be slad to dJ'op 1n, &nd eee ae, and Wbloh I appreci­
ate, but I'• 'back here. It JOU1ll dJ'Op oYer here 
an7 tlae - lt JOU want to eee a aan tbat'• well, 
up and asoln' , I'• hera. 

Well, J OU- vall •••• 

1 414n1 t b&Yo &nJ trouble out there, !enl'J, olll7 I 
~It bad two aajor oporatlona, and - about double 
pa..-oD1a and two tranefuelone of blood and ooaplete 
paral.JI11·· •• 

Othervlae •••• 

.•• • 1n a week, and ooae baok and baYe gained two 
pounde and a balf. low do J OU like tbatt 

Well, I - I w1ah I vu halt •• sood a aan. 

(LaUS):Ie) the nevepapere ban aade JOU think I'd 
bad all tl!Q" troubl", J OU k.now. 

leah, I wleh I •• balf aa aood a .... 

(LaUShe) Jo, I - I Juet went out tor a oheok-vp. 
I '• all rlcPt. 

Well, that'• soo4. 
l .ou. • •• 

I ou eound tine. Well, I bope to .. , JOU ooon. 

Ieah, I 1ll be clad - well , we - we'll pueh up 
thh utter all we 0&11, bllt 1t don't look lUte 
now, under the ol'der - the7 think that 1 t oupt 
to ooae vp ne:d after Lend-Lea .. , next llond&J 
wh1ob - next week wh1ob we'll expect tbat llonda7, 
and about - aoaetlbere fro• !laeeda7 to 'ftllll'eda7 
thOJ th1llk the7 oan set 1t up, and we'll look 
rlpt after U. 
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D: 

IOIJr: 

D: 

D: 

HMJr1 

D: 

HMJr1 

!h 

HNJr: 

Dl 
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Well but 7ou th1nlt i t would be all ript to 
let George pueh 1t our on t he other • • •• 

It be want• t o do it, there'il be ao - ao obJeo­
tion on aT part. Ot oourae, now I 1a not b&Ddli&r 
1t. B1e baa balldled u . 
But there'd be 110 obJeotiona. 

llot b;r ••· 

Well, wouldn 1 t :rou Juat a a leaYe baYe the bill 
ooae oYer with ao rider on it' 

(Laupa) Well, now tbat - tbat' a a -uer tbat 
I wasn't tigurilli to aa:r &ftTtb1Dg about . I'd 
ra tber it bad ne't'er been put on it. 

Well , tbat ' • the •• • • 

Ae tar ae I'a ooaoernad, tbe:r - theT 1Ye obance4 
th• on the aaendaan t, :rou know, changed t o a 
aubet1 tute and ltlloclted a:r bill out. 

Yeah. 

When the:r knoclte4 ., bill out, I deo11ne4 to 
report i t . 

R1.ght. 

I - l et aoaebo47 elae bandle it - ao- one - I 
41dn1 t want to r eport aoaetb1DI- b&Ddle eoae­
tb1118 tbat I'd tried t o prennt. 

l o. 

So D1aneT'• bandliAC it, but I '• tl'f111C t o 
prennt dela:r and get it liP ao it oan be oon­
a14ere4 as earlT •• it oan. I'll look atte.r -
I'• looking attar that, and D1aneT • betore 
the Jlulaa Co•1ttte now about b.1a rule, and I 
think :rou oan aatel:r oount on the Bouae be1DC 
read;r to take eoae anion on it bT the ai441e 
ot next weak. VbataYar the Benata 4Dea between 
now and then, well, there'll be no - &liT - no 
obJeot1ona ra1aed b;r ae. 
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IIICJrl 'l'bank J Oil, 

0 1 GoodbJ•· 
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oo--lll'. Bell 
lb'. WhUt 

JIIIJr l 

Operawr1 

!OCJrl 

Buaner 
lftlltt l 

IDIJr: 

v: 

!OCJrl 

VI 

JIIIJrl 

W: 
' 

IDLTr: 

WI 

lt11o. 

Go ahead. 

lt11o. 

Ben~ 

Yet, Baeer. 

llarob 2, 1,~, 
1111.1 •••• 

llhtD J01l ..,okt w •• a Uttl.e wbUe aco , I 
... a 1ittl.t bit ooDtuttd on t.h1& oo.aitttt 
•• •• •• I 41dD1 t know eaaotl.J what oo.-ittee J01l 
bad ill .Ud. I DOW f1114 oltarlJ wbat tbt 
ti tll& tiOD 11. 

Yet. 

Botb ot the oo.-itttet that J OU aentiont4 
b&Yt t o 4o toltl1 wi tb llortl!. Afrioa • .•• 

Yet. 

• ••• and I wou1d like to requett Jou, if JOU 
wi.U be coo4 enoup to 4o t o , to appoint a 
repreeentatin of tbt !reatVJ Dtpartaent to 
tit on Beotioa 1, wbiol!. 11 what JOU oa11t4 
tl!.t F1n1ttttr Oo1U11 Uta. 

Ytt. 

AD4 I f 111d tba t tbt o tl!.tr oo.a1 tttt, Wh1 ol!. 
Mr. Whitt wUl. at\tDd t.hit aftti'IIOOII 1 WU1 
praotioallJ be ent1rtl1 1lft4tr ~ oontro1 
and np~111on of tbt !rtal1ll'1• But 1t 
wolll.d be ... fu1, I tlllllk, to baYt a !rtatUJ7 
reprettntat1Yt on tbt o tber ttot1on of t.llt 
ooaaittee at well. 

'If ell, tba t ' • 'lltla t we tbo1lP t, an4 tbt !:! • 
here t.boll&bt ~t tllla -- wbat 4o JoU 1 
tb1a ooaaltttt that attta tl!.1a aftenoont 

It'• 1tot1on lo. 2. 

1:?8 ..... 
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w: 
JIIIJrl 

WI 

BMJr: 

Ill 

BlUr: 

WI 

IDIJr : 

Ill 

BMJr1 

WI 

HMJr: 

WI 

lllloTr1 

W: 

RMJr: 

- 2-

Well, that - tbat r..U7 OIICbt to be a eub­
oollai nee ot lo. 1. 

Yeah. 

!bat'• Vbat the7 were ti'JiDC t o explain to ae. 

Yee, well , that'• a queetion ot orsani&ation. 
At their t1rlt aeetiac thie atteraoon, the7 oan 
worlr. tbat out, 

But I 1 4 be sratehl 1t JOu 1 4 appo1nt 7our repre­
eentat1Ye on 8eot1on lo. 1 •• well, 

on 81oUon lo. lt 

Yee. 

All r1pt. !hat 'e Yei'J taet aoUon. 

All risbt, Beni'J. 

It'• bal'd to lr.eep up with all the" oollai u .... 

Yee, I lhoul4•.., 10, 

An4 we'll be sla4 t o oooperate. 

Well, I thinlr. - thanlr.e a l ot, Btfti'J. .1 th1nlr. 
tbat v1ll VO$ o•t t1ne DOW, 

!banJr. J OU, 

llan7 thanlr.e. Gooclb7e. 

GooclbJe. 
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Jolin 
8ull1nnl 

B.MJr: 

81 

llli.Tr: 

81 

IIIUr: 

S: 

BJCJr: 

8: 

IIIUr: 

81 

IIIUr: 

•••• on th1e wbole .. tter, but I Juet wanted 
to report to rou that I foun4 Senator Georce 
1n a aeet1nc of the Senate Ftnanoe Oo.aittee. 
Be wae at f1ret unw1111nc to aot on th1e 

130 t. 

UDt1l. 1t ha4 been ~ue4 b7 the Bou•e, bat he 
oonoe4e4 there wasn't anr lecal obJection, an4 
be t1nall7 ap"ee4 - but 1f he ooul4 oall 
another aeeunc of hie oo-.1 ttee, he 14 get 
thea together. Be ee14 tbat Senator Yan4enberc 
ha4 expreue4 the 4"1re to be pre .. nt 1t 
there were aDT farther 41eouee1one on th1e 
... eare, but he1 e go1nc to tr7 to get th• to­
cether, an4 1f there 1t no obJection he w1ll 
brine 1t out f1ret. 

Well, I th111lt tba t we 414 - I thllllt we acooa­
pl1ehe4 eoaethlng th1e aomtnc. 

Ob, I th111lt eo t oo. Mow ne1 tber one ot th .. 
ra1ee4 the queet1on tbat we're co1nc to haYe 
- tbat we .. , haYe t o anewer before we get 
tbroueh •••• 

Yu • 

.. .. an4 that h , 4o we want thle 4ebt bill ' 
e•en 1f the repeal of tbe ealar7 oe1l1ng 1e 
on itt 

Wall, TOll ai&tlt aelt'.T1aa1 !17m" about tbat. 

Well, I'4 .. 4e up ar atn4 th1e aorntnc tbat 1t 
tba7 aelte4 ae, I - I ea14 that I 1 4 han to 
refer th• to h1a. low 4o T Oll want ae to aelt 
blat 

t ... 

R1pt. 

I W1eb TOU woul4, 

Jlo JOU -nt ae to reportt 

t ... 
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81 Jl1p\. 

101Jr1 thank r ou. 
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TOt The Secret&rf 

FRQh llr. 0' Connell 
ltlr. Sullivan 

Karch 2, l94J. 

Pursuant to your inatructicna, ... called on Cbaiman 
Do\llh ton t.hia 1110 mlng 8l1d, aa n advised )'Oil O'Nl' the 
telephona, he co . .amicated with llr , llcCoruck 'IIIlo int~ 
h1lll that the Public Debt Act ""ulcl be taken up next week 
i.almectlately attar the Lend Laue 8111. He expected that 
the Public Debt Act wcW.d reach the tloor on ei tiler the 
lOth or the llth of Karch. 

After talking ld.tn 1011, wa want to the Senate Finance 
Committee where we telked with Sen.t.tor George. The s enator 
t'1rat appeared to be unwilling to act on this meaaura until 
the House had act ed, but be stated that there ee-d to be 
no l'eg~ objection t o the Senate acting firat. He than 
said that Senator Vandenberg bad aaked to be present i f 
tllera waa to be acy further dhouaaion on the Public O.bt 
Act an~nator George ateted tbat he waa not preaant at 
the ll~Mting this IIIOrning, 

Bat ora we left, Sene tor George ecreed. to t.ry to get 
Ilia Callll.ttae together again and atete<l that if Ilia c-ittee 
waa qreeabl.e he ""uld bring it out on tile noor aa aoon as 
possible. We told h1a we ,.,uld nry auch appreciate bh 
expediting this aattar becauaa, al tllougb it 8ii&bt later 
nave to go to con.te rance , ... f elt tllat ... would - about 
a week. 
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R1obar4 
Rotluoh1141 

K11Jr1 

R: 

K11Jr1 

R: 

HMJr: 

Rl 

IDCJr: 

R1 

HNJr: 

R: 

JDIJr: 

R: 

JDIJr: 

R1 

HII.Jr1 

R1 

1111Jr1 

Bello. 

Bello, Xr. Beore tal')'t 

8peak1DC· 

I haTe ao•e ot tb11 intoraation . I think it'• 
wbat JOU want. 

Oo ah .. d. 

W1 th resar4 t o "Mr. I" •• • • 

•a•t 

Mr. Boblar. 

Yea. 

fb.h ia the atol')' 1 He' e a .an ot about t1ttJ-
t1Te I don't know it J OU want tbia- it'• 
part of the pioture - I think I'd better giTe 
1t to JOU • • .• 

Well, bow old h hat 

Be1 1 a .an ot about tittJ-fiTe ••.• 

Yll. 

•••• aix t oot three, a bia , huekJ fellow. Be 
ueed t o be a f ootball pl&Jer, I llllderatand, 
i n hie oollege d&JI. 

Yea. 

133 v" 

Be waa w1 th Irwin an4t WaiiiJ, a bil a4nrth1111 
asenOJ, tor aae U••·· and later w1 th the Pet 
X111r. Oo~aDJ. 

Xeah. 

Be'• a bruaque, 6o~neerin& aort of peraon 
and ao•• people I&J , Nttler opinionated •••• 

Yea. 
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HMJr: 
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HMJr: 

R: 

KMJr: 

R: 

IDtJr: 

R: 

HXJr: 

R: 

HXJr: 

R: 
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•••. with the r .. ul. t tba t t or awh1l.e there •• 
quite a turno?er in hie organ1&ation .••• 

111· 
• • •• 1n h1• pereonnel- people ~o coul.dn1 t get 
along with hi~ and eo on. 

Yeah. 

AI tar ••···· 

Bel.lot 

•••• are concerned • . • . 

I - the;r i nterrupted ue a lll.nute. I 41dn' t heu 
Wba t J OU l&id. 

I aa:r ae tar •• hie abil it;r • • •• 

Yea • 

134 

•• • • and experience are concerned, 1t1 e aore largel:r 
1n the aarket1ng tield than 1n the aotual. ad?er­
t1a1ng and cop;r work. 

Yeah. 

Be'• not a writer h1aeel t. Be'• aore ot a aal.ea­
aan t:rpe, a.nd he baa epecial.hed in the aarket1ng 
angl.ee, Whlob a.re related, ot oouree, t o ad•ertie1ng 
and aeroband1111J1i. 

Yeah. 

I underetand, inoidental.l.;r, be had a heart attack 
a tew ;rear• ago, but hat been al.l. r1S):It a1nce then. 

I eee. 

Now that'• the- the ageno;r, ot oouree, etande 
u ong the b~et, 

Yee. 

You know that part ot it. 
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R: 

IIMJr: 

R: 

IIMJr: 

R: 

BMJr: 
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IIMJr: 

Rl 

IDWr: 

Rl 

RKJr: 

R: 

IIMJr: 

R: 

RIIJr ; 
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Yae. 

Jlow the other u.n 1• a - 11 reall7 Juet tta. 
oppoe1te tTP• ot pereon. 

Yee. 
He wae wilb N. W. AJer t or eoae tiae. I under­
etand he wae not vi th Lord a: 'l'boaae. I - I had 
that wrong. I think I t old JOU Lord a: 'l'bo••· 

x ... 
I t wae Jl . V. AJer, and later with the r . Willie 
Arlletrong AgenOJ, both ot thea 'flrJ large, ot 
courea. 

x ... 
There are thoea Who 117 that hie preaent agen07 
ia the biggeet 1n the - in the oountrJ. 

Xu. 

It'• alwa1• a queetion ot whether their buil ding 
ie higher than J . Val ter Thoapeon or Lord a: 
Thoaae or vhate'far it ie, but at aft7 rate, the7're 
aaong the three biggeet. • 

Yeah. 

Be1 1 a great writer hiaeelt. Be'• a tine pereon, 
a rel axed, buaane eort ot a pereon, I underetand. 

x ••• 

135 

Be' e not a epeaker, but 11 one ot the reall7 - 11 -
ie thought ot a1 one ot the great oreati'fa ainde 
ln ad'fert1e1ng. 

Yeah. 

Hie- there'• an 1nterllt1ng thing reoantlJ, Whioh 
we happened to ba 1ntereete4 in. !be7 ran a 
ear111 ot ad'fertieeaente in eo•• ot the aaga&inee 
on th11 41'fi4e and conquer etrateQ ot B1 tler .... 

x ••• 
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R: 

IIICJr: 

R: 
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•• •• 1n wh1oh tht:r etrentd the wa:r in wb1ob 
nr1oua thine• ban 'been und 'b:r that propaganda, 
inolud1ns anti-8ea1ti .. and ao oa - a ••r:r tritndl:r 
.. r1•• ot ada. 

Yet. 

l Juet gin J'Oil that t or - t or ltntral baoq:round. 

A tritndl:r serlee. 

Ver:r triandl:r, :r••· 

Oood. 

l ow aa t o their poli tioa, I don 1 t kJiow vhttbtr 
:rou1rt intareattd in that • • • • 

Wall , I think that • • • • 

•• • • but all adYtrtiaing aen, I euppoee, take the 
pr oteoti Yt colorat i on ot 'big 'bueina•• ·· ·· 

Yeah • 

• • • • and ot the two, I lbould ea:r that Ru'bioaa • • 
pro'ba'bl:r the aore liberal. 

llore liberal. 

low the - the aain aooount or one ot the aain 
aooOUDU ot Rubioaa 1t General r ooda • ••• 

· · ··•• 70u kao•. 

I know. 

!he:r baYt aoat of tbt - ot the OtneNl r ooda 
aooOUDte, and a wbcllt loag liet ot other aooouatt -
Borden, Aael'iO&D Clan , Olalf OU, JobDaon • Jo!III80D, 
Metropolitan Lite

1 
Weetin&b0uae1 Paokard a nd 80 on 

and eo on. l don t 1aacine :rou re intereated i n 
all • .• • 

l o , l b&•• thia aceno:r J.itt 'book. 
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R: 

IDIJr l 

R1 

IDIJrl 

R1 
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What '• thatt 

I b&YI tbil book. 

You ban the Standard Re&11tert 

Y11. 

Well, that gi••• it all. 

Y11. 

llow doll that giYI rou ~~ ltind. ot a pioture that 
J OU wanted.t 

Y11. Vall, I would. 1&1 ~· eeoond. aan eolllld.a 
prettr 1ood.. 

The eeoond. aan ie -- ot the two - - 11 oerta1nl1 
the better. 

IU.Ibt· 

And. 11 apoken 'fer'T b1sbl1 o-t b1 enrTbod.J. I 
1 
•• 

known b1a ·onlJ br reputation, and I'•• Juet tried. 
to follow dOwn aoae of thlll epeoitio pointe. 

JU.ght. 

Be1 1 a YlrJ - !:111 1 IYi4eDtl1 &~ Vlr1 bilb oal1ber 
pereoll, liberal baeioall1, and. a graat oreat1YI 
a1n4 in - ill a4Yertililll· 

IDIJr: Well, thank rou ao noh. It I want &n1 aore, I'll 
oall rou. 

R1 All right, llr. Bloretarr. 

IIICJr: I hope I 414n 1 t bother r ou too noh. 

131 

Rl llo, no, 1t1 1 all r1pt. It • 1t Wll IIOt d.itt1oult. 

I!IIJr: 

Rl 

1D1Jr1 

'fllalllt JOU YlrJ -.&oil. 

J\1pt. 

GooCJI. 
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JIIIJr: 

Operator : 

HliJr: 

Ylnoent 
Callehan: 

IOIJr: 

C1 

1111Jr1 

C1 

JDIJr: 

0: 

C: 

IIIIJr: 

C: 

IDCJr : 

0: 

O; 

01 

BeUo. 

Xr. CaUaball. 

Bello. 

Y .. , Xr. Beoretai'J'. 

Callabant 

Yeah. 

.. J'Oh 2 , 19~) 
2101 p.a. 

'lbeee Uokete, the7 haYe aore trouble w1th 
th•. !ble •• • • 

I ltnow 1 t. 

...... de.o1 .. ll.e DeTeooh1 oalhd up Xre. 
llorgen thau. Where were the Uoltetlt 

I lett thea at tbe - or rather, Coaaander 
Stephene 41d, at tbe Bale1p. 

Well, theJ were ne•er called t or. 

Well, I juet round out that !Oeoan1n1 
vae telten 111. 

Yeah. 

ADd we lett th• tor Val ter t oeoan1D1 at h1e 
1neU'IIoUone . 

~ 3 8 

Yeah, well., he ne•er ebowed up. Wel l, DOW •••• 

Vall, he etate4 v1 u h1e rather. 

Wall, oan r ou oall ap .. d .. o1eelle, or what­
eYer ther oall her, lleTeooh1' 

Iee, e1r. 

AD4 t1nd out wtlat 41epoe1t1on ehe wante to 
aalte ot the t1oltete' • 

Do 1 t rJ.aht awar, e1P. 

/ 
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!IIIJrl 

C: 

1111Jr1 

01 

SMJr: 

C: 

IIICJr: 

C: 

IIIUr: 

01 

lllUr: 

0: 

BMJr: 

Ct 

- 2 -

And - ao tbeJ' 4on 1 ~ wan~ tha box ...,~,., 'IN~ 
u _ u 1 a up ~o tha• w 4o aoaatlliq. 

Wall, I 111 taka oara ot i ~. 

Well, ~he tioke~a are on the •AT oYer 'o J'Oa . 

All right, air. 

• 
139 

But ge~ both Walter 'fo aoanin1 and - but tlrat 
get Kadaae De'feooh1 - I doll1 t ll:now whether ahe'a 
111 • ••• 

De'feooh1, oh, I ll:now it. 

I do11 1 t m ow whe t her aht ' a i ll Wath111g1;0II or 
where - wbere ahe ia. 

Well, I' U t111d h~tr. 

Well , IIOV can I le&Ye 1 t v11tl J'OUt 

Yea, e1r, I 111 take care ot 1 t . 

And when tht -tt•r 1a o1aare4, will J'OU -
auppoaillg J'OU oall •• back. 

All r1pt, air. 

'l'lle t1oketa are on the W&J' onr. 

OkaJ', a1r. 
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"-J.c>Dd 
Rub1e&al 

JIIIJrl 

Rl 

JIIIJr : 

Rl 

IIIIJr: 

Rl 

ID&Jr: 

Rl 

JIIIJr : 

Rl 

IIIIJr: 

R: 

Rl 

Ru'b1aut 

x ... 
T!Ua 11 llenrr llorcenthau, Jr. 

x ... air. 

Bov are rout 

P1ne, tlla.Dit r ou. I laope r ou are. 

I'• a11 r1pt. I bate to dhtuJ"b anr'bo47 "*''• 
on • bol141.7 1n Ar11.ona, 'beoauae I nov vb.a t 1t 
aeana. 

VeU, 'but I 'a preUJ luolt7 to ba•a U . 

Qood. Xr. Ru'b1o .. , va 1re 11tt.1ng up • new aort 
ot group here 1n the • •• • 

Mr. llorgenthau, I'• aorrr,I don't quite hear 
rou nov. 

Oan r ou hear •• aovt 

Yea, I do. 

We1ra aetUDC vp I DIW Wll OJ!'IID1&aUOD 1D 
\he ~-•IU'f on ov War lloD4 t1nano1ng •••• 

x ... 

140 ....... 

• ••• and Jlr. Jlo'b'b1DI 11 atarUng wUb VI a a ot 
reate~ •• caneral au .. aaaager 1n =-rc• ot 
the tlbole worka. 

You aaan 8111 lo'b'b1na ot Oeneru r oodat 

!bat1 a r1&h' · Se 111 'be 1n 11 ott1oe 1n • 
a1111ltl. 

Yeall. 
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JIIIJr : 

Rl 

R: 

IDUr: 

R: 

R: 

IIIIJJ'I 

Rl 

RXJr: 

R: 

BlUr: 

R: 

JD&Jr: 

r\: 

lOUr: 

- 2-

And u wanta 'o ''' the beat ad•erUe1Jll .aa 
·1n Aaer1oa w oo•• 4own bere and help bla. All4 
be and I both wan' 7011. 

I ' •• e. 

And both the AdnrUe1nl Oounoll .and O.lf. t . 
are - are ••r1 anx1oue ta&t 7011 4o 1,. 

Y ... 

I b"i ta ted t o oall 7011, llnow1J11 tM t 7011 Md 
goae out there tor a llx weelle 1 bol14a7, but 
the - 7011!' trlend N1d 1t wae all rlabt to oal.l 
7 0U. 

It 11. It '• perteoU7 all. !'lpt, e1r. 

llow what I 'd 11lte to 4o ie 'bl' - Robbine 11 
acN... the deell and be can pick up the phone 
and talk to 7011 •. •• 

Yeah. 

• •• • and then wba t I bope 7011 would do would be 
to aet on a ni~Bt plane and ooae in bere and 
le' ue ba•• a talk. 

-
141 

1lb lwb. Well, h ere'• the thing, Ill'. llorgentMu. 

Yeah. 

It ian1t- I don't a1n4 1n the lean uTina the 
bol14a7 in te!'J'11l)te4. ••. 

Yeah. 

•••• but the trouble ie tba t Lalloche, m o 11 87 
cblet helper in Ycllftl 6 lllab1caa •••• 

Yee. 

•• •• bae Juet l ett tor e1x aonth• w1'h the 
Adnrt1e1nl Oouncll ••• • 

Yaab. 
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Rl 

JI)IJr l 

R: 

f!IIJr: 

R: 

R: 

JDCJr: 

R: 

HMJr: 

R: 

HMJr: 

Rl 

IDIJr: 

R: 

HMJr: 

w. )1, 

Robbinll 

R: 

lobb1na: 

R: 

- 3 -

•• , , and that left ue eo llbort-hallde4. • • • 

leeh: 

. , , • that I bad deo1ded that I bad to eta7 ' there. 
Now I waan't go1n& to ataf out here a1x weeka on 
a hol1daf, I waa &o1nc to do ao•• "bua1neu. I 
waa &o1nc to~~ here about three weeka •••• 

Xu. 

• • •• and then so on and do ao•e blla1neaa on the 
ooaat, ~ere we'•e s ot two otf1oea, and 1n 
Ch1oaso. 

leah. 

Then. I waa 1o1ng baok to loun1 A ftub10&8 and at1ak 
prettr olou t o there t or alx •on the \DI t1l LaRoche 
got baok fro• the Oouno1l, and then aae 1f I 
couldn't f1nd a war Job. 

leah. 

J ow tbat wae about the plan, f OU eeet 

Well, of oourae, the war upaeta all of our plana. 

That'• true. '!bat'• abaolutelf true. 

Let •• haYe Robb1na talk t o f Oil a 111nute. 

leah, all r1pt. 

Be' e r1gh t here. 

Well, tbanke tor oaU1ns. 

Well, I- I (talka al1de: · Underneath, Ju•t lean 
baok. ) 

Bello, Jla7, 

Bello, 8111. 

llow are f Oil, ., ~oft 

I'• all r1ght. llow are 7out 
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llobb1net 

1\1 

llobb1D81 

R: 

llobb1ne: 

1\1 

llobb1nel 

1\: 

llobb1nal 

R: 

Robb1ne: 

1\t 

Bobb1ne t 

1\: 

llobb1net 

R: 

llobb1net 

---
Well, I'• Juat f1ne. 

I underetand :rou' re eta.rtlng a new Job t o.orrow. 

Tbat re r18tlt. 

Or toda:r - whioh h 1 tt 

Well, it' • probably toda:r, lla;r. 

Uh lwll. 

!bie e1tuat1on, ae far ae I'• oonoerned, hae been 
de•eloping here f or a .. tter of - well, reall:r 
t or a .. t ter o( oouple • onthe •••• 

Yea. 

•••• while I -• on the ad•ieor :r oo.-1 ttae to the 
Seoretar:r. 

Yeah. 

And 11 ttle 414 I think in tho .. u:re that I would 
be the one t o find a;reelf in the middle of 1t. 

Uh lwll. 

llow, lla;r, the wa:r I - tbe _ ,. I think at tbie 
.o•ant, vbat I need 1e - I need eo•ebod:r tlbo , in 
tbe firat pla oe, lulowe tbie ad•erthing pae tbe 
wa;r I Jmov :rou do, and i n addition to that, it it 
were po .. ible to u•e eo .. bod:r 1lbD aleo lulove ••· 
!here are j11et two iJIPOrtant epote down bare, lla:r , 
one 1e the orpniunc on the 41et ribut1•e aide 
beoauee, attar all, what ve'•e cot ie a eellilll 
Job. It 1en' t a finano1al Job. 

Yeah. 

And the o ther one 11 the barneuinc of •o•• 
.eilht:r to a bundrtd 81ll1on dollar1 .wortb of 
adnrth1nc t o 1•t behind thh oa8p81p. ' 

Yeah. 

low I lulov and ;rou lulov too that the bt1t adnr­
t111DI brain• in thie oo1111 t r;r are p1ng to be 
none too po4 on that 11&e and that eoope of a 
Job. 
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.Robbi n a : 

Ill 

.Robbine: 

- 5-

Yeah • 

I, of ooureei knew that atle t vae eening on the 

Council and wei ghed that one ••ry bea•ilJ, 

a nd before tha 8eoretarr and I talked about talie 

plan I wae prett7 nre that 1t I we~~t to J ou I 

wouldn1 t be .. barrauing J OU tl'oa the I. 6 R. 

poin t of Yiew, although of oouree, 7ou know that 

b etter t ban I do. 

Yeah. 

Bu t , Rar, 81 goodneee, 81 fellow, if Bill Robbine 

eYer needed an)'bodJ t o help bia, tbie ie the 

a oaent. 

R: Uh bub. 

Robbinet We're goi ng t o baYe an o~portunUJ euol1 ae eeldoa 

bae exieted, eo far ae I a oonoerned, in 87 

knowl edge of Waebiqton • 

.R: I n . 

Robbins: The Seoretarr , ae 70u know, ie eitting right 

a oroae the d.eelt froa ae, but I auet HJ t r anltlr, 

RaJ, that be'• giYeD- giYen ae .a direothe oa 

tbie work that lea•n no doubt about the faot 

that tbe autborit7 will be oouenelll'ah wiell 

t be reepoaeibilitJ, a nd that ie wonderful. l ow 

there are Juet two Jobe in tbie thing, Rar, that 

are of p riae i aportanoe. I'• not a bit bedtant 

to ear that I oan do tbe oraanizlng and t be pr o­

ao t1onal 11de of U. 

R: Iou &aJ J OU are 'llbatt 

Robbine: I 1a not a bit beeitant t o 1&7 that I oan do the 

OJ'I'nidq and pr oaot1onal lide of U . 

R: Yeah. 

Robbi ne : But when it ooau t o barneuing tbie adYert111n& 

Job, I need JOU and I need r oa ter riblJ. 

11: Wel l, Bill , 7011 eee - 7ou eee, I'• - I'a not 

eo eure that JOU need •• ae 1111ola ae 7011 need 

a r ouncer MD who l e ript in the thiolt of 

oreatiYe work, a MD like Ted Vbeplier, for 

inetanoe. l 
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llobbine: 

R: 

Robbinu 

R: 

llobbine: 

R: 

llobbine: 

R: 

Robbine: 

R: 

Robbin a: 

R: 

llobbine: 

R: 

llobbi nel 

R: 

llobbine: 

- 6 -

Well • ••• 

I aean, ha•• ;rou ~OIIIht about tlaatt 

Well I hne tboupt about tlaat, and - and ~~ 
••f I' •• figured U out h ~h. You ltDOw bow 
"' re eet up at General roode •••• 

•••• tlaat the - the pro110Uooal a nd oreat1u aea 
who are worltlns on - on epeo1t1oall;r tbet t:rpe 
ot au.1gnaent •• .• 

Yeah. 

• • • • one here, tor altll8pla, alsbt be on the tara 
aarltet ••• • 

•••• another one on ~~ MU urlte\, wbloh 11 ~~ 
proteea1onal sroup and thoee Who d0n 1 10 tall into 
an:r read;r olaee1t1oat1on. 

Yeah. 

Another one perbape eYen on Go•ernaent eaplo;re .. , 
Yberenr the:r aa:r be located. 

You baYa pr o4uot pro110t1on aanagere, eo to epealt. 

!bat'• rich\. low I need a aanager t or the 
a&na8ere. 

Ub bub. 

I need a Ralph lltarr Bu\ler and Charlie llorUaer 
wraPPed 1n\o one, do ;rou •••' 

I eee. 
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In other worda, tbie Jo- 11 - 1e a t ... Job where 
two people, one vbo'• s o1nf to probabl;r ride 
taM planee and take oare o the orsan1&aUoDal 
woa and the feDeral 41reoUooal wos, and the 
o ~ll' one wbo • s o1ns \ o take oare or the oreaU•• 
e14e ot bameu1ftl a bwldl'ed a1ll1on 4Dllare 
worth ot adYarUe1ns. 
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R: 

llobbi ne: 

R: 

Robbin a: 

R: 

Robblna: 

R: 

Robbina: 

R: 

Robbin a: 

R1 

Robbin II 

R: 

Robbin a~ 

- 7 -

I aee. 

And 1t - that ian 1 t a one-un Job . 'Jba t 1 e an 

org&nl&&Uon Job. 

Yeah. Well, BUl, tbie doee up .. t all oaloula­

Uona, but aa 8eoreta17 llorcen\bau aald, the war 

upeeta plana. What - J OU know about Chat le&Ylnc 

t or au • onthe tull -U•e on the OoUDollt 

Yea, I know that. 

You know about our pro110Uq Broor.waJ' 

Yea, I knew, and I waa delighted. 

And J ou know about all the - tbe peraonnel 

trouble a tba t we - tba t we are bound to ban in 

Younc • Rubio ... . . . 
' 

Yeah. 

•••• and I telt tbat we ware all needed there tor 

the aix • on the tbat Obet waa awa1 1 ... , 
An4 - ao 

wbat I waa colnc to do waa oo .. 'baolt troa here 

and deYote .,.alt to Youns • Ruble.. 4ar1nc ~~ 

abaanoe, and tban atter bla abaenoe set - tin4 

another war Job, aeet 

Well, I - I know, llaJ, and I oould underatand boW 

tbat .. , be tbe oaee. Ae I Yleu&lhe tbie in 

teraa ot ei&e and -pe, wbat we're co1ns to trJ 

to do 1a to e.U the uerloan publio and the 

bankln& inet1tut1ona ot the oountrJ ao•ewbere 

between t 6o and t75 b1111on dollare vortb ot 

aeour1 the 1n len tban )65 4&7•· 

bah. 

It1 e ••• urkeUnc euob ae- well, 1t1 a a dr ... 

1n uee urket1nc, and 1t'• co t to be done 

throup the eezoyioe ot Yolunteer eellere on the 

t1rinc line. 

%e&h. 

l ow tbat orcaniaaUon part ot 1t, li&J', I - I'• 

Jaet, I think, colnc to be perteotlJ at bo•• 

WUb 1t .• ·• 
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R: 

Robbin II 

Rl 

Robbine: 

Rl 

Robbine: 

R: 

Robbin II 

R: 

Robbi n II 

Rl 

Robbin a: 

R: 

Robbin a I 

R: 

- a -

•••. but ha!fteeeing ot ~· ad•ertieing aD4 ~e­
the direction and di•i41111 ot that talk a.onc 
epeoialiete well qualitie4, I thinlt I nee4 no t 
a - not a oreatiTI .. n, ae :rou deecribed hia, but 
an organi~ing exeoutiTe • .•• 

lee • . 

. . .. wbo ltno .. that protudon. 

Bow about - where i e 'l'o~ in the p i c ture, Harold 
'ftlouet Ie he etill ~eret 

Well, 'l'o~ did a good report t or ue, and h.e
1 

e -
he' e baolt at. hie Job, I pall, al thouah I'• 
soing t o uee hia i n a- 1n a aore or lee• ooneult­
ing wa:r r1gbt along here tor•eoae tiae. 

Be 11 going t o be theret 

I don 1 t think he will 
plane ebould chance. 
at the 110aen t. 

be here tull t1Jae unlell 
I hadn't antio1pated that 

l eah. Well, now what do J OU eucgeet thet I dot 

Well, the leoretarr will be out ot town tor ~e 
next two or three dar•··· · 
leah. 

•••• and wbat I woul.d l1lte :rou to 4D ie to get 1n 
~~ .... roo• with ae eoaewhen, eun 1t I ha•e 
to aeet 1 0 11 i n neutral territor:r . I'd rather 
aeet :rou here at ~~ tiae :rov could tallt to ~~ 
S.oretarr or aeet :rou here, ••1· 'ftlvreda1 -
ooaing - be1ac here Tblll'eda1 a nd J'r14a1 - the 
Seoretarr will oerta1nlJ be baolt either !bureda1 
or J'ri4a:r . 

Be wUl. Uh )Wh. Well, :rou - I ebould tallt 
wi~ :rou and w1~ h1at 

Oh, :ree. 

Well, n ppoee - ~e ie 'llbat, llondaJt 
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Robbinll 

R: 

Robbin II 

Rl 

Robbin II 

R: 

Robb1ne: 

R: 

Robbin a: 

R: 

Robbin II 

R: 

Robb1nll 

Operator: 

lllloJr: 

- 9 -

'!'bat'• right. l o , thia h !'lleac3AJ. 

sa:r tba t I •eet :rou ~ere rrida:r. 

All ript. 

Ia that all ripU. · 

No , that- that 1 1 tine, fta7. I'a going to go 
t o v on 11ov to r .. ll:r t1n4 out wtaat ., inheri­
tanoe il here in the Departaellt. 

What - ;rour wbatt 

What &J - the people - t o learn to k.nov tha 
people vbo ha'U baen &II001ate4 With tlUI won 
prior to the U•e I haYe arr1Ye4. 

Y.-h. 

An4 I will be .uoh better equ ipped t o giYe :rou 
the 4eta11 ot the baokgroun4 an4 the talk• 
vh1oh haYe been 4one b:r the IP"OUP the t :rou 
voul4 inherit in a aupenieor:r oapao1t:r. 

'l'bat 11 nioe. 

leah. 
Well, auppoee I oo•e 4ovn there an4 talk 1t 
OYer an;rva:r, Bill. 

Well, Ba:r, I'•- I'• 4elijlbte4 1t ;rou Will. 
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I teel oonfi4ent thet it :rou 4o , :rou' re goiq 
to eee the ehe an4 the eoope ot \he taak u4 
the - an4 the opportulli t:r t o ""' :rour 
oountJT whioh ha1111 t been equaled, 10 t&! •• 
I'• OODOerDell, in &J lite &QJ'WaJ' -- aD4 1t 
:rou nee4 an:r help I Ba;r, on priori t111 in 
traneportat1oD, I 11 be cJ.a4 to ti:l: that .Ul> 
tor ;rou. Bellot Bellot lell,ot ( !alke 
al14e: Be'• go11e. D14 - vae that black-out ••• • ) 
Yee, hellot 

Yee, 111'. 

lire. &paDglert 

Regraded Unclassified



Opera tor& 

Robb1nll 

R1 

Robb1nll 

Operator : 

R: 

Operator& 

llobb1DII 

Operator& 

Robb1nll 

Operator & 

IIIIJr: 

Operator: 

Robb1D I I 

R: 

Robb1ne: 

Rl 

- 10 -

Xee, eir. 

Be wae out off. 

lo, he1 e et1ll on here. 

Bellot Bellot 

I ~n1 t want to reet on that one e1x • onthe 1 

effort. 

Oh, RaT, I - we'•• been out off here for quite 
a - a mnut e or eo. Where 414 rou 4rop ~ 
OODYereat1ont Bellot Bellot 

The phone'• gone out of - heUot Bellot 

Xu . 

Bellot Bellot Bellot Bellot 

.Bellot ; 

Xee, e1r. Can r ou hear • ••• -

Well, I gueae we're out off a~1n. 

Well, I oouldn't hear r ou. I thought the phone 
went out ot or&er. 

l o, the phone'• no t out .of order. 

Oh. Well, juat a mnute. Dlere be 1a. 

Xeah, hello, 11&7. 

llliJ , on the pr1or1t7 - hellot 

Xu, 11117. 

On the pr1or1iJ, 1f I nee& •• •• 

(re .. 1n4er of oon•ereat1on not reoor4e4) 
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March 2, l9t3 
SaOO p.a. 

FINANCING (Meeting Held in Mr. Bell'a Office) 

Present : Mr. Bell 
)(r. RobbiDI 
Mr. Buffington 
Mr. llau 
llr.Aiurphl 
llr. Ecc.tu 
llr. Sproul 
llr. Rouse 
Mr. Ranso111 
Mr. Go.tdenweiaer 
Mr. John Williaa. 
u.r. Enna 
Mr. Paddock 
Mr. Piaer 

MR. BELL: The Secretary ia going to be a few 
minutu .late. 

Marriner, do you think it wi.ll be we.ll to go oTer 
the figures first or wait unti.l he comes in? Kaybe we 
1hould diacuaa the isauea. 

w.R. ECCLES: What figuru do you aean? 

WR. BELl...: Did you do anything thia aorning you 
would like to discuaa? 

MR. ECCLES: No, we didn't this 110rning. It waa 
an organisation meeting. Yeaterday we diacuaaed the 
financing - yesterday afternoon after we went back froa 
here. 

The diacuseion we had waa baaed upon the tentatiTe 
report that we got froa Pher and froa Bob Rouae, who 
had been OTer here, ao that we had the inforaation thef 
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could give us aa to wnat the Treaaur,r waa thinking about, 
and we diaouued that. We diacuaaed the total 1111ount 
that possibly - the maximua that ought to be ra i sed, 
and disoussed the typea of iaauea and the part the banke 
1hould play and the pert the non-banking investors 
should plq. We diaouued all of those aapecta of the 
problem. The queation of quotas was discussed. We 
had about a two-hour diacuaaion. 

~. BELL: Yaybe I had better give you the figure • 
to start out with, and see where we stand. 

We came out of February with a balance of three 
bill ion eight hundred and eighty-two million. That i a 
within about a hundred miHi.on of wnat we contemplated. 
And we estimate that we will go out of March with about 
two billion three. That is aaaumi.ng that we go forward 
on our present Treasury bill program of raising the 
weekly offerings a hundred million on the 17th, making 
two hundred million new money in each week. 

In April we would have to have about thirteen billion 
dollara in addition to t he normal receipts from savings 
bonds, tax notes, and Treasury billa, which means a 
total of about fifteen billion doiiara public debt re­
ceipts during the month of April. On that basis we would 
go out of April wi th eleven billion and a quarter. 

In Kay we would have our savings bonds, tax notes, 
and the regular Treaaury billa again, and we would go 
out of~ with seven billion two hundred and fifty 
million dollars. 

Then around June 1 we ought to have a two billion 
dollar certificate issue in order to take up the billion 
dollar matur1ties on June iS; wlich, together with the 
savings bonds, tax notes, and Treaau.ry billa, would allow 
us to go out of June with six billion aix hundred million. 
And if we had no further Jinancing other than the regu!lr 
stuff such as savings bonds, t ax notes , and ao forth, we 
would go out of July with two billion one hundred mill ion 
dollars. ~. could have the next drive around the early 
part of August. 

lSl 
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I(R. s>OOUL: Wa;r I aalc - what do ;rou go out of 
April. and out of Way with? 

MR. BELL: We go out of Apri! with ele• en bil!ion 
and a quarter, and out of Kay with ee•en billion and a 
quarter. 

L!R. ECCLES: Row many new billa are included in 
thou figures? 

liR. BELL: That contemplates two hundred raillion 
dou.are of new aoney each week straight through the 
period. 

152 

LIR. ECCLES: Of course, ;rou .ban talcen into account -­

MR . BELL: I wil! aay up to July ~1 , I think it ia, 
when you reach a bHlion dollars, ian ' t it, HenryY 

MR. 'MU!ti'RY 1 I think a o. 

~ BELL: Ther~ we will make it le•el out. 

llR. ECCLES: There, of course, you contenplate your 
tax receipts for June in that? 

llR. BEl.L: ·Yes , aurel;r. it are going through an 
uncertain period in Karch. We juat don ' t lcnow what i a 
going to happen to our tax receipts in llarch. 

lm. GOLDEN'bEISER: How high do ;rour bil!a go? 

llR. BELL: A billion dol!art a week at the end of 
Ju!y. Thia means raising it to eight hundred million on 
March !7, through nine hundred million on April ~1 , I 
think it ia, and a billion dol!ara a week either June 
or July. I· .ban forgotten . 

llR. PISER: I think it ia June 15. The middle of 
June, I think. 
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W(. BEJ.L: That is probably right. 

MR. SPROUL: What ia your allowance on the savings 
bonds, tax notes, in ipri!Y 

~R. BELL: ~hat . ia what? 

MH. SPROUL: How much do you estimate on savings 
bonds, tax notes, in April, which would be in addition to 
the thi rteen billion? 

WR. BELL: Eight hundred million for savings bonds, 
six hundred million for t ax notes, and eight hundred 
million on Treasury billa - new money. 

WR. ECCLES: Eight hundred million for what ? 

WR. BELL: For savings bonds. 

MR. ECCLES: That ia each month? 

!.IU. BELL: Yes. He asked me just for April. 

IIR. SPROUL: So ;rour total on April 'II'Ould be a 
little over fifteen billion'? "! 

IIR. BELL: That is right . 

I(R. PISER: What figure for incollle tax coUectiona 
were you using in March? Have yt:N written that down? 

l53 

• 

I(R. BELL: Yea, we have written it down. Just keep 
it within the family. We don't want this thing to get 
out and have it affect the market !ike it did once llefore. 
No, I haven't got the breakdown - the total revenue in 
~~reb is four billion seven hundred million. 
That includes miscellaneous taxea, also . 

MR. ECCLES: That ia about what - a billion and a 
half less than- -

I(R. BELL: that ia a billion and a half dol!ara leaa 
than we bad in this picture in February. 
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MR. BCCLES: That is due, of course, to getting 
only quarterly payment froa all taxpayers instead of 
the full payment from a lot of them. 

!.IR. BELL: 'l.'hat is due to late filing and probably 
throwing such a burden on the collectors that they won't 
get rid of it in March; and there won ' t be a a many full 
payments this time aa t here have been in the past . 

WR. ECCLES: To the extent it is only a delay due 
to the collectors being swamped, it wi11 come in in 
April, of course. 

WR. BELL: ~hat is right, but to the extent that 
it is spread over the quarters , it will come in in the 
next fisc&! year, which will be .:>eptember and Decezaber. 
~hen it comes in in June it doesn't hurt ua. 

~e think these r eceipt estimates are the minimum 
and that we ought to get those and are 1ike1y to get 
more than those . That would just help our balance that 
much, going into April. 

We have been thin.Jci.ngSlme about increasing Treasury 
bi lla a little more, or a little faster, instead of 
waiti ng until June until you get the billion. We 
thought maybe you Dij;ht j1111p it earlier to nine hundred 
million, say, before Ap, il 1. · 

KR. ECCLES: We discussed that quite fully yesterday, 
Dan, and we were unanimously opposed to it. That h, 
we didn't favor it . That was for these reasons. 

IIR. BELL: "'re you in favor of going with the 
present progrmY · 

L!R. ECCLES: 'tie want to r ecommend that we increase 
i t a hundred million on the 17th of March. In other 
•ords, continue to put out two hundred ail1ion of new 

bille. There seems to be nothing to be accomplished by 
making it three hundred ai11ion. 
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You don ' t need the money at the moment, it isn't 

8oing to put any excess reserves into the market at 
a.J.l, the Open llarket Coaaaittee is now purchasing aore 
new bills than are being offered each week, -e are getting 
more billa now than you are offering; eo that merely to 
increase it just means that you offer them to the market 
and we buy them immediately back the next day - a.Ll you 
offer and more. We are a.Lready getting that many, eo 
it doesn't result in reserves at a.Ll. We feel that the 
banks - the New York banks--

UR. BELL: Why doesn ' t it, if you are buying? 

).[R. ECCLES: Because there are only--

!{R. BELL: Do you go into something else? 

MR. ECCLES : No, New York and Chicago don' t have 
excess reserves today and they won't keep them. If 
they buy the billa they merely buy them to sell to ua • 
They don ' t have the reserves, and to the extent they bad 
the reserves they would keep the billa and wouldn't 
show any excaaa reserves. New York and Chicago--

lffi. BELL: What do they do with the exceaa reaenea 
you provide as a result of having purchased the billa? 

MR. ECCLES: They don't have the reaerns. 

MR. BELL: You provide them when you purchase the 
bills . 

MR. ECCLES: No, because they don't sell us the--

MR. BELL: You eay you are buying two hundred llillion 
a week. ~hat becomes of thoa• reaervea you created as a 
result of those purchases? · 

ILR. ECCLES: W.e are not creating any. The reserna 
would go down two hundred million a week if we didn't 
buy the billa. They would be ehort. They are selling ua 
the billa to prevent a deficiency in reaervea. 

lSS 
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All we are doing is holding the thing where it 
is and not putting any excess in the picture at all. 

).{R. BELL: Did you diacuss the volume of excess 
reserves that we ought to have for the April drive? 
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MR. ECCLES: We don't feel we should J:a ve snr 
specific volume. We don't think that it is ~ossible to 
operate - as long as you have got a bill-buy1ng program, 
that is going to determine the volume. ~e feel that there 
is no way of giving either New York or Chicago reserves -
or as far as that is concerned, giving the country re­
serves ; that in looking at excess reserves you have got 
to consider the total amount of bi.Lle they have got . 

There are too many of them today - not too many of 
them, but most of the banks realize that bills are the 
equivalent of excess reserves. 

MR. BELL: That is just the New York and Chicago 
banks? 

MR. ECCLlS: No, it isn't; that is all your reserve 
cities . Maybe not country banks , but certainly all of 
your banks in all of your reserve cities. 

KR. SPIDUL: There are two billion of bills in 
reporting banks outside of New York and ~hicago . 

J.Ut . B~LL : But your banks outside of the New York 
and Chicago districts are not taken into the increase, 
are they? 

MR. ECCLES: The only ones that are--

L!R. BELL: Yesterday was an unusual day. 
the highest volume of bid - you had a billion 
almost . 

• 

You !:ad 
four, 
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MR. ECClES: Take the lut month, and the bill hold­
ings of New York and Chicago have been declining, althou~ 
there ia - the Treasury baa been putting out two hundred 
mil l ion new billa each week, io that New York and ~hioago 
have not only taken none of the new billa, but han 
actually reduced some of the billa that t hey held in 
order to keep even their reserves. The country has in­
creased - the banks of the country and some invest ors 
outside of banks - have increased their holdings in 
billa, but the bulk - practically all, as a matter of 
!act, of the new billa that have been offered have been 
taken by the Fed, ao that we would expect them to increase 
to three hundred m!llion - that we would be taking three 
hundred million a week inste&d of ho. If you increased 
it to four , we would be taking four instead of two . 

You are not going to put them into the ~~~& rket ; we 
take them. 

Ml<. BFl.L: The o:>ecretary has a feeling that t here 
ought to be at !east two and a half billion in the 
market when the April drive come a off. 

WR. ECCLES: We don ' t know how to get it there . 

MR. SPROUL: Does he disregard entirely the billion 
eight of billa in New York, the four hundred million of 
bills in ~hlcago , and t he nearly two billion in the 
reporting numbe r of banka in other parts of the country? 
For instance, New York , talking about having a two and a 
half billion of excess reserves, no longer is in accord 
with the situation. It just doesn't keep money idle. 
'•'•e have encouraged them, educated them, and gotten them 
not to , 

KR. BELL: These arejuat a few situations • .He feels 
that all these banks have a nice feeling when they have 
extra cash lying around and they ar.e much better customers. 

YR. ECCLES: How are you going to give t hem the ex­
cess reaervu7 
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MR. BELL: That ia up to you , We could l ower re­
serve requirements. That is one very effective method, 

MR. ECCLES: te could lower reserve requirements 
until we run out of soap, which would be about the end 
of the year, or before. Of course we are not favorable 
to reducing reserve requirements. 

MR. SPliOUL: That is just New Yot•k and Ghicago , 
In the rest of the country, the exoess reserves are 
already in existence. You have subst~ntially over two 
and a half billion of fUnds whioh are excess reserves. 

UR. BELL: Including the bills, you mean? 

~. SPROUL: But leaving out the bills which are 
hel d outside of New York and Chica~o, if you assume that 
the banks outside of New York and ~hicago don't know 
how to use them as actual reserve funds in case of need. 

MR. BELL: How far would those bills have to decline 
in volume before the banks would refuse to consider them 
as excess reserves? There must be a point along the 
line some place . 

J.!R. ECCLES: I think that the banks would figure 
those billa as excess reserves - t hat is, banks that 
consider them at all . 1'bere may be some little banks 
that don ' t understand the faot they can sell them, but 
certainly the huge majority of banks realize t hat they 
can offer those bills to the Fed and get their money 
immediately and have the option to buy them back the 
next day, So I would aay that they consider all of the 
bills they have aa the equivalent to exoeas reserves. 

loiR. SPROUL: It ia just an alternate method of 
borrowing froa the Reserve Banks, which they prefer to do, 
and they can do it at a reduced rate. Tbey can borrow 
from us at the t hree-eighths, or the equivalent of it, 
but i t hasn't any of the draw-backs, in their minds, of 
borrowing. So the banks know what they are doing, and 
know how t o use it , and a re not thinking of any lower 
limit on their holdings of billa . 
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MR. UAN S.)M: There is a joint policy set up over 
months to do that very thing. 

MR. Bt"LL: 
that purpose. 
very much. 

Educate the banks to go into bills for 
It hasn't gone down to the grass roots 

MR. ECCLES: It has . 

MR. RAN SOM: They have so much excess reserves they 
don't know what to do with them. If you have the right 
sort of selling campaign yoo. will reach them. 

MR. ECCLES: Where the excess reserves don't exist 
is where the banks and the money centers will not permit 
them to exist because they buy the billa . Billa to them 
are their excess reserves, and at the grass roots there 
is no problem, You have the excess reserves. 

MR. BELL: But they are not investing those,either. 
They have gotten to the point where they are going to 
stick on those. 

MR ECCLES: But there is nothing we can do about 
that. 

1o1R. SPI:lOUL: They may be waiting for a two percent 
bond. (Laughter) 

MR. BELL: Or a two and a quarter. (Laughter ) 

MR. SPROUL: I wouldn't mention that . (Laughter) 

MR. ECCLES: Dan, you have this other feature that 
I think we should consider. When billa were offered in 
January, although the excess reserves of tbe banks waa 
under two billion dollars, the subscriptions that were 
put in for billa was around six billion. I think that 
the idea of aubscribing for the amount of the excess 
reserves is pretty largely a thing of the past with moat 
of the banks, due primarily to the fact that they hold 
billa, and secondly, the fact that they understand the 

159 

Regraded Unclassified



• 

- 11 -

operation of the war loan account now; that they can sub­
scribe and put the credit in the war loan account, and 
then sell to the Fed as they need t o as the war loan 
account is ~rawn out of. 

But there has been a lot of education in the use of 
the war loan account and, as I say, in the use of billa. 
$o I am not concerned about the need of excess reservea 
in this financing . 

In the first place, you only need reserves for the 
portion that is t o be taken by the banks. If the banks 
were not included in this drive at all,which is according 
to our recommendation t hat they shouldn ' t be - we have 
recommended right along that the ~attern should be changed 
and we still feel that way about 1t ; but we have under­
stood the Treasury has made up its mind that it wants 
to include the banks, so a.1 thou~ it is contrary to our 
1•ecommendation , our views haven t changed any on the 
question. V•e hope that we wiH get to the point. 

1\Ji. BELL: The Secretary liked the December pattern, 
and it 110I:ked right well. It· has gone out all over the 
country that the .t<pril dri n will be !a rger than the 
December drive, and you can't make it larger unless you 
include the banks, The banks add impetus to it. We 
think it does a lot of good. 

~. eCCLES: The Treasury, of course, has the final 
ny in the matter, but ....e are unanimous in feeling that 
it is a wrong pattern to pursue , and sooner or later it 
will get you in trouble . 

MR. BELL: ~at did you say? (Laughter) 

MR. ECCU:S: That sooner or later you 'lliH get into 
trouble - you will have to change it. 

IAJl. BELL: Haven't we been in nothing but trouble'( 
(Laughter) 
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lffi. ECCLES: It ie our Tiew that if the b&Dkl were 
not involved at &11 at this time, &nd if it was merely 
a drive to get mone;y from the public- t hat we pay no 
attent ion t o the question of reaerTea - it •ould be 
get t ing money that ia already in exietenoe into securities. 

Of course, then the fin&Dcing that the ~&Dka would 
do, they would have to make up whateTer additional amount 
you needed. The first place to get money is from the 
public. You could c oocentrate &Dd emphasize that, that 
the b&Dks l':ould take onl y what had to be taken after you 
had gott en al l you could from the public. Then you 
would do your bank f in&Dcing in between these driTes. 

At t hat t ime you r.ould haTe t o see t o it that the 
banks had suffici ent reserTes to take what securities 
were left for the banks to take. Of oourae, as long 
as you put t his whole tking together we will have to 
see to it that there are sufficient funds to enable the 
banks to take that part of the securiti es that are going 
to be alloted to them. 

As I understand it , you are going t o advise the 
banks t he amount they are expected t o take of the total 
amount that will be offered, just as you did in December. 

llR. BELL: That h right. 

~ ECCLES: So t hat ~e would have to see to it that 
the banks took their allotment - the amount that waa 
expected of them. 

Now, in December you had less billa out and lesa 
bills held by the banks, and the mech&Dilm of the poated 
rat e r.as much newer than it is now. So today you haTe, 
i f you take into account the billa held by the banka, 
you have a much larger excess reserve now th.an you had 
in December. 

You haTe to add the total outetanding billa held 
by the banks to the actual excess reaerTee to measure 
the banks' ability to purchase securities . 
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L!R. BELL: Rouse did pretty good in December holding 
that ty,o and a half level. He had a hard time for a few 
days . 

MR. ROUSE : I would have enjoyed shooting you once 
or twice. (Laughter) 

MR. ECCLES: I wouldn 1 t be willing to com t 
again on two and _a half. 
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YR. HAAS· I said to Bob, "You are doing the impossible. • , .. 
(Lauzliter ) • 

YR. BELL: I think we can pass excess reserves--

MR.H.US: I think, Marri ner, on this whole business 
that you may be right in April , but I don 1 t think you can 
be sure of it , so I don 1 t t hink you can afford to take 
any r i sk on it, so why not put some reserves in equivalent 
to the amount of each offering'( une of these days you 
wi ll get some statistics t hat will prove you are right 
but I haven 1 t seen any yet. 

L!R. RANSOM: One of these days you will be out of 
excess reserves , and then what are you boys going to do? 

MR. SPIDUL: We have been proving ourseJ.ves r ight 
by experience, ~ich is better than statistics. (Laughter) 

YR. BELL: ~e will want to discuss the excess reserves 
again, probably, before April 1t. 

lffi. RANS>K: I am quite sure of i t. (Laughter) 

MR. BELL: So we oan pass those, for the t ime being. 

Let ' s discuss the basket, tentatively. i~t have 
you been thinking of'( I auppoae the oertificate--

).(R. ECCLES: Well, that is anot her question. We 
th ink that a certificate ia a bad instrument to include 
in the basket for the public, that it isn't aomething 
that needs t o be sold. 
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I t is oversubscribed and &a long &a we are maintain­
ing the pattern of rates, fOU are mere!y se!!ing somethiqg 
that can be turned back to the Fed at a profit immediately. 
That is what happens to the oertifioates . 

v.e feel that to let people meet their obligationa 
to take Govel'nment seouritiee met•elf by t&king certifi­
cates is not doing a selling job, that fOU can finance 
the •hole war on certificatea and bil!a if you want that 
kind of financing, but we think that if you are getting 
into a selling job you ought to ull thea. not a aoney 
market instrwaent, but something that has a longer maturity 
and something that fOU don ' t just have to resell them 
again in another year if thef ahould hold it that long. 

V.e feel that to piu up certificates now only mea.ns 
that in a year from now the volume of your maturities 
wi ll be increasingly larger - will be large, in any case -
but they will be possibl y larger than they need to be 
st a time ,.ben the amount of fi.nanoing that fOU have to 
do ia still verf muoh la rger than at the present ; so 
you will have a refunding operation on top of you to the 
extent that we continue to rely as much as we are on 
thess short securities, at a time when you need t o borrow 
even more than you are now borrowing - conaiderab!y more. 

li.R. BELL: I don't quite get it, because you are 
not in favor of additional bl!ll , and yet I think we all 
agreed that we had to increase our abort day-to-day debt 
as we increase our total debt , inorder to give the money 
market flexibility. It baa to have roo111 to move aronnd 
in. If you clamp do'Nl on both aidea, where are they 
going to get them? 

WR. RANSOM: Like a merchant ael! ing merchandise to 
a customer he knows wi l l return it. Selling it to the 
banks you have a verf different situation. 

MR. ECCLES: That i1 why we think that bank thing 
should be separated from the non-bank, that the certifi­
cate and the bil! i e money aarket paper - that is bank 
paper. 
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MR. BELL: But there are a lot of individuals that 
apparently want them and they are taking thea for tax 
purposes in preference t o the tax notes. ~hy depriTe 
them of that? 

MR. ECCLES: They will take t hem in preference to 
taking a lot of this other stuff if you include them in 
your basket for this dri n . 

MR. BELL: I question that. 

MR. ECCLES: They wiH take--

lffi. BELL: You can't make up a man's mind as to what 
be wants. You can't puah him into a security he doesn' t 
want. 

lffi. ECCLES : We were just looking at what the 
Canadians did i n their last driYe. They offered two 
securitiea, one due in '56 - a three percent bond-
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and one due in '46 - a one and three-quarters percent 
bond. That ia all. They offered the two of them. They 
sold outside of the banks over nine hundred million of them, 
nearly a billion eo11ara. 

For us t o do the 11.1111 thinf in proportion to our 
resources we would do approxima ely f i fteen billion. 
Now, t here were no short aecuri tiea an d none sold to the 
banlas , and their tax program ia nry •ub1tanti&1ly more 
than ours. 

I merely mention that by comparison with the kind 
of a job they are doing and the kind of a job that aeema 
to me we haTe got to, sooner or later, begin to do. 
But the financinf wi th abort aeourit iaa ia the ea1y road 
and will only ge ua - lead us into trouble nine montha 
or a year fraa now, as the problem geta bigger. I don' t 
mean to 111 thet we shouldnl t increaae the abort dated 
securities . ~ are going to heYe to increase them in 
order to enable the banka to proTide for the currebcy 
t hat is going out - expansion of currency - and in 
order, likewiae, to proTide reaerTea for the banks to 
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take • hat they - in order for the Federa.l. Reserve to pro­
vide the banks with what they need to take. 

But I do think that •hether we, at this time or not, 
exclude the certificate, we should think in the future 
financing of excluding certificates from a popu.l.ar drive, 
and likewise separate the bank financing from it . 

I think it is too .late, at this time, to do either. 
I think you have to get t his money. I think you have t o 
get it the easiest way; and I think that because of the 
fact that we are so close to the pr oblem, that it is 
about all we can do. 

But we do want to stress what is the importance, 
between now and the next drive, of thinking about some 
of these changes which we think are fundamenta.l. if you 
are going to get a successful financing program. 

loOt BELL: 'ollhat would you think about financing on 
certificates and letting them pile up like they did in 
the last •ar and then have a drive and p~ them off? 

l!R. ECCLES: i'hat do you mean, Dan? 

MR. BELL: You se.l.l your oertifioates to the banks 
and have them mature at a date when you are going to have 
the next drive, and as the money oomes in from individual• 
and corporations, you retire thoae certificates. 

MR. ECCLES: I th~nk it is a grand way to do - it ia 
a good way to do. 

MR. BELL: During the la1t war we so.l.d certificate• 
every week, bunched them in an area, and then had a 
Liberty Loan drive; when the money came in, •e paid those 
off. • 

MR. HAJS: I don't think we disagree with Marriner 
on his position. It depends on what funds are being 
sought in thi1 particu.l.ar drive. The certificate was 
suggested to absorb corporate funds . 

• 
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Now, you can ' t sell a corporation a two and a half 
~eroen t bo.nd; they are not interested. I t seems to me 
1t is a question of whether you want to leave those 
funds idle or put them into abort securities. That was 
the main purpose for t hat . 

If you just want to go for individuals in the April 
dri ve, do you think we can work up - what kind of a 
f igure - we were thinking of a little over three billion 
dollars for individuals. 

WI. E;,CLES: I don ' t believe u can do that now, 
George. If you are goin6 to go for fifteen billion -
and I wan t to say a word about that in a minute - even 
i f you are going to go for fourteen billion, you possibly 
would have to include the certificates either in the 
drive or at the end of the drive. We had thought of 
this as a program. I will see if I can state it. 

You would increase the bil.Ls on the 17th another 
hundred million, making two hundred million of new money; 
that would give you about a billion during the month of 
April in bills . There are five weeks coming due in April, 
so you would get a billion dollars in bills . Then on 
the opening day of the drive make avai l able to the banks 
the two percent bond - not t he certificate, but the 
bond - up to two billion dollars in two percent bonds on 
the opening day. Leave that open for , say, three days. 

Then the drive would start on the 12th and would 
continue through - unless some reason developed dur ing 
the drive - would continue through Saturday, llay 1. 
That would give the three full weeks . There would then 
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be of fered to the public the two percent bond, the two 
and a half percent bond - and we were all, I think, with 
the exception of one - the presidents and the Board favored 
reducing the two and a half pe roent bond to a hundred 
dollar denomination - every one of the presidents felt 
that it was something they should try to sell - get the 
more popular acceptance of that security as a coupon 
issue rather than a registered issue. 
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If it was reduced to a hundred dollars, they 
thought t hey could sell some of them, but they felt they 
should start at least to get a • ider distribution of 
that security. 

There would, of course , be the h Bond and the F and 
G' s . We feel that in the case of the F and G Bonds, to 
change just before this drive, with nothing to take their 
place, ~ould possibly be a mi stake. We feel that although 
there is some disadvantage in having them - they possibly 
should oe discontinued - they should be in this drive. 
~hen the organization has had a .cbance to get more per­
fected than it is today - the selling organization--

MR. BbLL: 'lie agree with that . 

MJt. ECCLES : Then there would be the tax notes -
tha t is , the C note. \1e understand the A and the B 
notes would be excluded and, of course, properly so. 

MR. BELL: If we get something through Congress they 
would pret ty automatically go out. 

~. ECCLES: That is right , but we think that the 
~ note should - t here is a bigger market for that if a 
selling job is done and if the merits of that were 
pointed out to corporations - its liquidity and ita ad­
vantage - a good many more of those could be sold. 

They would possibly take the place of the certifi­
cate if the certificate was not available. ILost of the 
purchasers would purchase those in lieu of a certificate 
if the cer tificate wasn't available at the time. 

There was the thoufht - and I don ' t xnow, we didn't 
discuss it long - I don t believe the feeling was unani­
mous - that if a certificate is eliminated f rom the 
basket that a note - a one and a quarterJeroent note -
might take i ts place. That note ~~uld f 1 due in 
December '45? 

J.IR. PISF.R: September. 
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MR. ECCLES: That would--

MH. BEU.: 
(Laughter} 

The note will come back, George . 

MR. ECCLES: That would be a little better invest­
ment piece of paper - a little less of a money market 
piece of paper than a bill. It la still t oo short to 
suit me, but it may be, unt il we get a better selling 
organization and get farther doTIIl to t he grass roots 
where we can get more of the kind of money we want, 
the. t we should include it. 

MR. BELL: Do you think that the corporations and 
others 'outside of the banks that have been taking t he 
certificates woul d go for the note, too? 

MR. ECCLES: Some of them l'lould. It would take a 
little better selling job. You l'IOUld have to sell them. 
Of course, the certificate bes been a very profitable 
thing for them. A lot of t hem have !earned they can 
buy that certificate and wait until it has run for four 
months, sell it, and buy soma more, and get one and a 
quarter percent for four-months paper. That is the 
difficulty with the certificate. , 
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It really provides for the purchaser not only cash 
hut it enables him to get one and a quarter percent on 
his daily balances. These corporation•, some of them, are 
wi se t o that . They are going to become more wise t o it. 
~.e have provided a perfect mechanialll to use money that 
o ther~ise has no use~ 

MR. BELL: You got pretty good uae out of i t. 

MR. ECCLES: They are going to buy certificates , 
I think. 'ihey are going to buy certificat es as long as 
we maintain this Dattern of rates, and the three-eight hs ra~ 
on bills, and we give them seven-eighths on one-year 
certificates . I think you are not going to be able to 
6ive the market enough certificates to keep them from 
immediatel y going to a premiWII. 
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That is one reason I don 't like to see us usin~ a 
1ot of selling effort, make people fee l they are do1ng 
their patriotic duty merely when they buy certificates. 
'lie are do ing them a favor to seH them certificates . 
That is the point of vi ew we have of it . 

).!H. BELL: Yru would rather see them take tax notes~ 
(Laughter ) 

liR. ECU ES: But you have three years on the tax 
notes , and they will use them to pay their taxes if they 
haven't the money. If they have the money, they will 
hold them. ·1hat is exactly what woulC. happen . I think 
that is a proper use for that kind of paper. 

But there was this thought, that at the end of the 
drive you offer certificates - not determine before 
~hat amount - but say that you would make an offering 
of certificates to the public - the banks and all -
include that in your maturity - you have a billion and 
a half fall ing due on the first of May - certificates -
and that you refund those and increase the amount to 
whatever amount you want to, reserving the right to fix 
that at the time. 

J,lJ(. BEU.: V.hen 11ould you do that, the 20th or 
the ~2nd of April? 

MR. ECCLES: You would have to either do it on the 
~tb or the ~2nd of April, or you would have to take 
up the billion and a half at the end of the month and 
sell, say, three billion or four billion of certificates 
t o refund the billion and a half. 1hat i s, take up the 
billion and a half and get your new money the l ast of 
April, maki.ng the funds available on the 10th of May. 
But that would be included in the Way drive, you see . 

It would take care of the refunding as wel l as give 
you such new money u you wanted, and instead of making 
that certificate available only to the banks, you would 
also offer it to t he public. 

(The Secretary entered the coofe rence,) 
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J,IR , BELL: We ban been onr the figures, .llr, Secre­
tary , and the latest estimates abow that we will go into 
Apri l wi t h about two billion t hree, and that the driYe 
in April ought to be around thirteen billion, to which, 
if you add the normal public debt receipts from tax billa, 
savings bonds, and Treasury billa during the month, would 
amount to about fift een billion dollars of public debt 
receipts during that month. 

H.M. JR: What maltea us fal.L off so in the receipts , 
Yr . Bell? (Laughter) 

YR. BELL: I don ' t know. 

H.M. JR: The chairman of the Federal kesene lloard 
in New York sent me a message Yi a hie attorneys. I am 
serious now. At eight or eight- fifteen on the night 
of J.!arch 15, he wiH be vecy glad to say something about 
paying your income tax if I would ask him to - eight or 
eight-fifteen on the night of ~reb 15. (Laughter) 

11!(. SPROUL : He sent you that message through li.s 
attorneys? 

H.M. JR: Yes. 

MR. SPIDUL: That ia RandolphPaul 1 s firm. I can 1 t 
tell whether it is my director or my ex-director who baa 
caused all this trouble with the income tax. (Laughter) 

~ BELL: Anyway, you are involved. (Laughter) 

170 

H.M. JR: I sent word that if be wanted to help America 
pay the taxes be could say it now and two or three times 
between now and the 15th, but not wait until eight p.m. 
I just wanted to l et you know. ~e will add it to the 
quota of !lew York. (Laughter) 

MR. SPI4)UL: Everrone elSe ia trying to add to our 
quota, too. (Laughter) 

YR. ECCLES: He has had a couple of tough days . 

loiR. BELL: Then if we had another issue of certifi­
cates or some other offering the latter part of May fo r 
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t~~ billion dollars in order to pay off t he June maturi­
ties - a little over a billion - •e would go out of 
June with six billion six hundred million, and out of 
July with two billion one hundred million, juat before 
the next drive , which we contemplated for August . 

When you came i n we were discussing the types of 
securities. Mr. Eccles was just going over what they had 
discussed over at the Hoard. They thought a two pe rcent 
bond ought to be in t he basket, and that it ought to be 
opened the first three days to the banks; the two and a 
half percent bond with a one hundred dollar denomination; 
t , F, and G's , tax notes; and a one and a quarter percent 
note . They thought we should keep the certificates for 
the latter part of the month , offering enough to refund 
the Uay 1 maturity, plus maybe some additional cash. 

I was going to ask if you meant to put the seven­
eighths percent certificate in the basket, also? 

Mit. ECCLES: No. l'le don ' t think it is - as I said, 
we think that is a money-market instrument and it is 
something that is a favor to people t o let them have, 
because it is nothing that needs to be sol d to them. 
It is of such short duration that to sell it just meane 
you are piling up a lot of maturities when your financing 
is going to be increasingly large ; and I think we ought 
to, in t hese drives, keep away from the certificates to 
t he public . Let them come in when they are offered and 
get their pro rata of them just like the banks would; 
but it is too easy - I think it makes it too easy for a 
selling organi~ation to be able to fill its quota with 
certificates. They ought to sell something t hat is really 
going to atay fo r a little while . 

MR. BELL: He doesn't like us to sell these certifi­
cates and have the co~orations hold them for a few month• 
and then come to the Federal and turn them in . · 

Ma. ECCLES: Or the banks. ~hat happens in the case 
of the certificate, you see - a seven- eighths certificate, 
as long as we maintain this pattern , say, three-eighths 
on a ninety-day bill or eeTen-eighths on a one-year 
certificate - as that certificate drop• down to, say, 
eight months , the basis of the pattern goes up to a premium 

Regraded Unclassified



- :GS -

so that the holder of it can sell it and get the seven­
eighths for four months, plus the premium, which y.Blds 
about one and a quarter; so he geta t hat for four months' 
paper. 

They are getting wi .. t o that and buying theae 
certificate s and when we up the premium they get seven­
eighths and sell thtm. So it is doing them a favor 
instead of thEill doing - dischat•ging \\hat seems to me to 
be t heir duty and obligation to the Government to take 
sonething of a di fferent form than a certificate . 

We need t he certificates a8 we need the bills, for 
m, ney market paper . ~e need them 80 a8 to provide some­
thing for the ~ederal t~serve ~ystem to buy in order to 
offset the currency that is going into circulation - in 
order to provide reserves - which i s a very different 
function ing of lJ; - it seems to me - than to sell them to 
the public during the drive. 

I would make them available at the ·end of the drive 
and let everybody come in and subscribe to them and then 
pro rate t hem to everybody - filling subscriptions in 
full up to a hundred thousand and prorating the balance . 

XH. B£LL: ~ell, I always have liked the one and 
a quarter percent note, but I was just a little afraid 
that the people ~o have been educated t o buy the certi­
ficat es ~ill now not ~o into the note, and we might have 
a little difficulty w1th them. 

I wondered if it wouldn't be better to have the 
certificate in the drive and have the note outside of 
the drive, say, June 1 or maybe July. You may need some 
more money then . 

MR. ECCLES: ~hat would you do in the case of the May 
1 maturity'/ 

1L~ . BELL: That has been one of the hurdles we have 
had a hard time getting over . !lob came to the conclu'aion 
it wu a roll-over and have to offer it outside of the 
drive for a bill ion and a half along about the ~;God . 

MR. ECCLES: It is confusing. 
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MR. BELL: Very, but I think we are going to have 
it all the way along the line. If we get more certifi­
cates out we are going to meet it every time. 

iffi, ECCLES: If you didn't offer the oertificatea 
during the d.ri n - include them at t hat tillll! - you 
wou!dn' t announce at the beginning how liWI1 certificate• 
you are going to offer at the end of the drive, merely 
say that there is a billion and a half maturing at that 
time, and that would be increased to some undetermined 
amount . That leaves you a leeway t here. If you got what 
you wanted during the drive with a very small increase , 
you can increase it a littl e. On the other hand, if you 
wanted to increase it a substantial amount, you could. 

You have that certificate at the end of the drive, 
the leeway, and you are hol ding t he banks to take what­
ever amount you need, letting also those corporations, Dan, 
that would not take anything else, come in at that tillll! , 
but they would only get a pro rata then. 

MR. BELL: Well, in order to do t hat you would have 
to - you might have another situation like you had in 
February where you would have six billion dollar subscrip­
tions--

UR . ECCLES: That is all right; that is fine . I 
would sooner have that than t he opposite . 

UR. BELL: I think there is an advantage in offering 
only one certificate during t he dri ve. I would hate to 
see it confused by two. 

Well, we have just a~out covered the basket. The 
only other thing we discussed waa the queation ·of increas­
ing the Treasury bi.Ua mainly for the purpose of providing 
more excess reserves in the market before the drive . 

B.W.J R: \\'as t hore an enthusiastic reception? 
(Laughter) 

UR. BELL: I never saw such enthusiasm - almost 
unanimoua in the Board. (Laughter) 

H.M.JR: Insisting on four billion? (Laughter) 
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We said we didn't want any more 
(Laughter) 

Mil. ECCLES: 
anything more to 
(Laughter) 

Allan , I made a speech . If there is 
be said on that, I lean it up to you . 

H.M.JR: Is this the new executive committee? 

UR. SPROUL: Yes . 

~. BELL: Marriner made a speech for about ten 
cinutes, but the answer was no . I told them that I 
thought we ought to discuaa that subjeot again aft er 
Uarcn 15 - after the tax payments . 

We wiJ.l keep the tlvo hundred million do!J.ara of 
new money--

H.11. JR: A total of how much? 

Mit. BELL: A total of two hundt•ed million new money; 
makin~ eight hundred million March 15. 

H.M. JR: I thought you were going to raise it to a 
billion. 

Mk. BELL: That is what we discussed in order to get 
some reserves, but they didn ' t like that. 

MR. ECCLES: But that doesn't give you reserves. If 
it did, t hat would be anothe r story. It doesn't give 
you reserTes for this reason: The two hundred miJ.J.ion new 
money you are getting each week now - the Fed is buying 
more biJ.ls t han that every week. lhat is happening today 
is that you offer seven hundred million of billa a week, 
and we are getting over two hundred million of them. 

ll.ti .JR: If you people will do at least as well as 
you did during the last drl n, keep i t right around two 
and a half--

YR. ECCLES: I want to discus• that, bec811se I aa 
not willing personally to make a commitment on some fixed 

• 
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amount of reserves. I want to discuss that with you before 
the drive, giving you the reasons -we discussed that a 
little wi th the committee and we--

H.M. JR: I have to break this committee in. (Laughter) 

MR. ECCLES: We feel they are part of the 
so they have been broken in for a long ~ile. 
new to them. 

!u'll committee, 
It ia nothing 

We don't !eel that the i'reasury has given the con­
s lderation that is deserved t o the bill program t hat was 
inaugurated here l ast year, whereby the banks - we have a 
posted rate where the banks can sell bills to the Reserve 
Banlt.s ; that is, the member banks can sell billa to the Re­
serve ~anks, and buy them back. They are using t hat, and 
they won' t hold any reserves. They buy billa with any 
reserves they have, and as they need reserves, they sell 
billa, so that in considering your excess reserves you have 
to consider the total amount of billa that they own. 

-New York and Chicago and moat of the reserve city 
banks immediately buy billa now with any reserves they 
have, tecause those billa are the same to them as reserve•· 
I think you have to take into account those bills - t .he 
bills held by the banks. So if you will study the opera .. 
tion, you will find that to those banks they are excess 
reserves . So the excess reserves aren't merely the ~Ilion 
and a half or the two billion that they appear to be, but 
it is that, plus the bills . ~ost of that excess reserve 
that is shown is held by the small banks that already have 
the excess reserves. 

The place where there is ver.r little or no excesa 
reserves ia in the money market banks , and there is no 
way you can give those reserves to those banks because 
they immediately will invest the reserves. When you say 
that we want to give them so much reserves, it is a verr 
difficult job to know how to give the~ the reserves if 
they won't hold the~. 

MR. BELL: I think it ia something we have to diacuaa. 
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)IR. ECCLES: 
that operation -
consideration of 

You have to study that bill situation -
and l ook at that ln connection with the 
the excess reserves picture. 

MR. BELL: I wu wondering, .ll.r. Secretary, if you 
want t o go over with this group anything on the issues 
again . 

H.~. JR : Not today. 

YR. BELL: I mean before your announcsnent next 
week. 

H.W.JR: Yes . 

!JR. BELL: They will have to be fitted into the market. 

H • .II . JR: You mean befor e we settle it? 

MR. BELL: Yes . 

H.M.JR: Yes, I think if it is convenient - is 
Wednesday a good day? 

MR. SPROUL: ! week from taaorrow, yea • 

.IIR. ECCLES: I have agreed to go out to Chicago 
for - I have to be there Thursday. I ress I will have 
to go Wednesday night to be sure to ge there. I would 
l ike to see it Tuesday instead of Wedneaday, if you can--

.IIR. BELL: All right, if that is all right with you. 
(The Secret ary) 

MR. ECCLES: Sometimes there is a little carry-over. 
I think if you had it Tuuday you might want to wai t--

B.M.JR: Eleven o' clock Tuesday. That gives you 
an extra day. 

UR. ECCLES: I think I would like to have that, 
because in the past we have always needed an extra day • 

• 
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Wk. BeLL: I think it would be nioe if we could 
~et it out right after that , either Tuesday night or 
~ednesday morning. 

MR. ECCLES: With reference t o the total amount -
that i s the only thing t hat we haven ' t discussed or 
mentioned. Our group, the Board and the presidents , 
were unanimous in feeling that we should not go more 
than fourteen billion . I would say there was a con­
siderable number who felt thirteen billion should be 
the t op of tihat ..-e should try t o get in April. 

MR. Bhl.L: You mean the t otal public debt receipts 
in April should be that figure'/ 

MR. ECCLES: That ia right . 

~ffi. BELL: You are including savings bonds? 

UR. ECCLES: The whole thing. 

t.lR. BELL: Treasury billa? 
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MR. ECCLES: The whole thing. It would be better 
to do t hat and then fill in between then and August or 
September - or whatever peri od you decided t he next finan­
cing - wi th your certificates or with bills or bank financing 
that was needed in between. We felt it ~~uld be better to go 
after thlrteen billion and then maybe get fourteen or fifteen 
than to--

H.W.JR: I t hought you were going to give me the same 
argument that you did last time. ' 

YR. ECCLES: Separate it? 

R.li. JR: No, the full amount . 

l.t:H. BELL: They do want to separate it. 

MR. ECCLES: We did. \e just made a speech here 
before you came in that I won't repeat. Our argument 
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for feeling it should be separated - but it is too - the 
t hing, as 1 said, is decided now, and we don ' t want to 
rnaKe- - ' 

H.U.JR: I don ' t want to say - between now and 
Tuesday I want to work on it a little bit. 

Mk. ECClES: Yes. I thought in order to report 
our discussions it was necessary to mention the views 
with reference to the full amount for your consideration. 
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~ SPHDUL: That ties up with the consideration, too, 
of a certificate and a note. If you are going to stretch 
this out to the uttermost limit, then the salesmen would 
look with more favor on the certificate , although feeling 
that the note is the sounder piece of paper to finance 
with; but if you pull in the limit of your drive to what 
you think is a better figure related to the possibility 
of non-bank financing, then the note would be a safe 
piece of paper to use . 

MH. ECCLES: That is right . We would prefer, however, 
to see the certificate - money raised by an offering of 
certificates - in between the drives for such amount aa 
may be needed instead of including the certificete in 
the drive , except at the end of the drive on the refUnding. 

H.U.JR: ~e want time. I think if we go at it Tueaday 
and settle it Tuesday and Vlednesday that certainly ought to 
give the salesmen and tne printera and the advertising men 
plenty of time. 

MR. ECCLES: Well, Dan, does that cover the thing? 

MR. BELL: I think that covers it pretty well. In the 
meantime we will be in touch with you , and it will be pretty 
well jelled by Tuesday, I think. We will get down to datea 
and terms. . 

WI. ECCLES: I would like, then, aa you develop the 
program, that you advise me, and I will get in touch with 
the other me.mbera of the co!llllli ttee . I will Keep them advlaea 
and get the benefit of their views aa this thing ia develop­
ing so if we come dowo Tuesday it won't all be new to them. 

l 
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TB''§UBI WAR "'@CDIQ ORQMiuntl 

BtfOO!lRibilltx of Ft4er&l R••KD Sr,t,w: 

'!be Federal a .. ern S,ot• baa a direct an4 1neecapable r .. panei­
b1llt:r to con':.rlbute to tbe WCCNIM n.-cu.. or the ..... It ... t ." 
to it tbat tbe reeern 1\mc:le are anUahl.e 11b1ch w1l.l Ml<e poaeible tbe 
contit>ued purchaae or Go,..,_,t eecw1.t1 .. 1n the tl: • ,.. .., .... to 
req1l1red by tbe war ettol't. 

At tile sue tiM, aa the reapondble aacoy tor the control or 
crec!it policy, it 1e 1nclllllbent llPOD the Federal Re .. rn SJet• to dwelop 
1>7 nary MADe the wi.deat poae1ble d1atr1but1oo ot GonrDaC~t eecllrlt1ea 
outeide tbe benkizv qot•· 011,- by redlac1Dc to the ednl•• the -t 
ot GooertiiMilt aecurlt1ea 'llbich .. ot be puocbued by the balks, can it d1a­
charr• ita obll&at1oo to redw:a tba 1D.nat1on&r7 praa8\lr'e or .......u.a 
t1nancin& and to p~te poet-war ecoaaec atabUit:r. 

1be 1ntereat ot tbe Padaral Rae.,... S;ret• it> tba k:1nd ot orreni~&­
tion alit uP to eell Gon-t eecur1tiaa 1e, therefore, a andato17 l.A­
tareot llb1ch ie an 1nterr&l part or ito reaponaibUitT tor credit policy. 
It the aal•• or,an1aat1on 1a equal to the taa or aall1a& tbe larreot po~ 
eible -t or GoTe,..,t aecllrltiea to IICI>-beDit 1.nTNtora, the credit 
policy or tba Federal Raaarn S,at- M:f be an e!tect1Ta part ot tba ant1-
1nfiat1oo prOJrlll Of the 00'fl%'111118nt. If tbe ealaa orpllia&t10ll i a not 
equal to ita tallk, the Federal Reaarn SJet• w1l.l be forced 1nto a credit 
policy wbicb 1nT1tea 1ntlatioi:W'7 dwal~ta. 

PerMpmt OrppJ,Ift.igBE 

Tba Federal Raaarn S;rat4a hea ec!Tocated the o,.....uatioo or a 
•in&le national co.itt" tor the aale ot GoTernzoent eecllrlt1ea which -'A 
110b1Uoe the nati onal apirit 1n support ot t1nanc1DC tbe war, and t1nanc1.nr 
it 1n the rl&bt wq , juat aa it ia now 80billllld it> auPpol't or the ll111tary 
ortort and the prodw:Uon prorraa. Tba SJet• ballwN that th11 or rani .... 
Uoo ceo be ..,.t ettacUn, and thua pabllc apirit 80at raad1l;r dweloped, 
it tho pr1.ncipal Tr.......,. bo~ 11 ooncctnted 1n two or thrM larre 
·~'II"• each ywv. At the nat1oaal. lenl., orach a procr- baa eurraated 
a national director ot all •alee or GoTero.ct eecllrlt1 .. end a national 
pllblicit:r prorz-.. 1n aoala with the job to be done and directed to•rd 
PI'OIIOtin& the eale or ell GoTa,_..t eeour1Uee, particularl,y durin& the 
perloc!ic drlne. 

\IV. ~11.._ 

~~J( ~N'/ _) 

r 
' 

... -
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I! the Secretary o! the Treaaury, to whoa the National Direc­
t or will be direet)J' re&pOII8ible, aholll.d eat&bliah a Polley Co.d.ttM 
•• dittl.nilliehed !rca an Operating COIIIittee, it ia auggeated that the 
Chainun o! the Board or Govemora and one Federal Raaal"fll Ballk Preai­
dent be included in ita .-.borahip. 

Aa we work !rca tbe April aetup toward a penoanent form of 
organitation, the aim should be to drop the uaa of the teno "Victor, 
Fund COI:IIIittee• and "War Savings Statr•, haYing oii}J' the U. s. Treaa­
ur.r War Financing C.,..ittee to OCCUP7 the field. Thit ntW or ganiution 
ohould be built on the existing organiutiona uoing thoee parte of each 
which can bast be aosiJailated. The Praoidenta of the Fede.ral Resern 
Bulka, u C~ of the War Finance c-itteee in their reapectin 
dietrich, would have eole axecutin raeponaibilitT for the district 
tales organiutiona. The new organiution would be concerned first 
with periodic drives !or tunda but., pre._bQ', a dbiaion o! tbe 
organiution would carr,r on a continuOWI educat.ional ca!IP&ign to p~ 
aoto national thrift an<! an exteMion of the J)ll11'0ll aavinge provaa. 
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..... ,. ........... ... 
To Presidents , Federal Raeerve Ban!t,J, ,_. .._....., 

Boston . llase . 
Hew York, H. Y. 
Ph1lado1ph1a , Pa. 
ClevGla.nd , Ohio 
R1oha>Ond , Vn . 
Atlantl, Ga. 

Chicago , Ill . 
St . Louie , llo. 
Minnoapolts , Ninn . 
Kanc43 City, ~o . 

Dallas , Toxas 
San Francisco , Celit . 
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larch <1, 194J. 

ThllASURY DJ::PAR'Nl11T ORDfl\ 110. 48. 

Thoro 1e borob7 created 1n tho t ..... ouey Dtpart.ment a Uni tod 
Statoo Trt&wey War Finance c-itho under tho direction of an 
hslo~•nt to t!oo Socretoey, who will "" '"'' ao Cho&i.....,. of tho 
Coondt~oo and will twoction with tho oporatini title of Nationdl 
Director of Saloo. Other -..boro of tho Cooadttoo ohall consiot 
of tho .hoietant to tho Socrotar'7 in chorp of tho War Sningo 
Sl.&t!, tho .lJISbt.aat to tho Socretaey in cMrp of tho Victory 
Fund C...Uttooo, and INCh other -..bor or ..,oro oo 10a7 bo desl.:­
natod b7 tho Socrotaey ot tho Trt&wey. Tho ec-ittoe will act 
In an octrlooey capacit7 to tho NsU ont.l Director 1n tho fonlllla ­
Uon nnd oxocution of plAno t or tho .ale of Oovt n'lllont oocurltles. 

Tho National Director olla.ll t onlllloto plans for tho oalo 
of Oovo~ont oocurltioa and ahall ouporviot ~he execution of 
ouch ollloo pro,;ruo ao 10iVf bo determined upon with tho approval 
or tho Secretory ot the fregwey. 

Th• Nutional Director 1a authorized to dOJ•l directly with 
tho Fodoral Rooervo Banks ao fiscal ~~:onto ot tho United Sta~os 
In all ... ttors rolutlng to tho pr..otlon ot ulto or Oovomo>ent 
soeurltioa, and 1n ~hot connection ho ohllll hovt tull authority 
tv utllht llll racllltldo or tho War S...vinro Stoff and Victory 
rwn~ Caoaittooo, coordi~tln& t htlr reopoctlvo activities •• he 
rr...ty dir.ct.. 

Tho Notional Director will report to tho Socret>r; through 
the Under Ste rot.arJ. 
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Karch 2, 1943. 

The attached letter was aent to the following 
persona: 

Kr. Ro7 W. Howard, 
230 Park 1Yenue, 
New York, N. Y. 

' Mr. Frank E. Gannett, 
Rochester Times Union, 
Rochester, New York. 

Mr. Ro7 Roberta, 
President, A-erioan Sooiet7 of Newspaper Editora, 
Iansas Cit7 Star, 
Iansaa Ci tT, l(iasouri. 

Mr. J. s. Inight, Vice President, 
American Societ7 of Newspaper Editors, 
l(iaai Herald, 
l(iaai, Florida. 

Mr. E. H. Abela, 
National Editorial iaaociation, 
The Outlook, 
Lawrence, !anaaa. 

J Mr. 1. c. Hudnutt, 
Preaident, Inland Dail1 Preas, 
Chronicle-Telegraa, 
ilJria, Ohio. 

Mr. s. R. Winch, Preaident, 
Pacitic Northwest Newspaper iasociation, 
Oregon Journal, 
Portland, Oregon. 

J Kr· 0. G. indrewa, Pr11ident, 
Jew EDglan4 DailJ J•w•r.per ieaociation, 
lew London, Conneotlou • 
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Kr· J. D. GortatowakJ, 
General Manager, Hearat Publicattona , 
959- 8th ·AYenue , 
New Yol'k, 1. Y. 

~ Kr• tJ:t,rlee P. Kanahip, 
Preaident, Southern Newapaper Publiahera, 
State-Timea and Adyocate, 
Baton Rouge, Louiaiana. 

Mr· Walter )(. Dee.r , Preai~'ent , 
American Newspaper Publ,hhera Anociation, 
Jeru;r Journal , 
Jerae;r Cit;r, N. J . 

;).1 Kr· E. s. Friendl;r, 
Adnrthing Council, 
lew York Sun, 
New York, N. Y. 

'> )(r , Linwood I . No;res, 
AdYertiaing Council, 
The Globe , 
Iron• ood, Michigan. 

\ !ir. Cranaton Willima, Executi n Secrete.r;r, 
American Ne• apaper Publiahera Aaaociation, 
370 Lexington AYenue, 
Me• York, 11. Y. 

GoYernor Jamea K. Cox, 
Chairman of the Board, 
Atlanta Journal, 
Atlanta, Georgia. 

lir. Arthur H. Sulsberger, 
President , New York Timea, 
lew York, 1. Y. 

~ )(r. Ro;r D. Moore, 
Preaident, Bruah-Koore le• apapera1 
State Adainiatrator, War SaYinga ~ta!f, 
CleYeland, Ohio. 

Kr. Paul Scott Mowrer, 
i41tor, Chicago Dail;r l ewa , 
Chicago, llllnola . 
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....... lMI .• 

lf141U •· O...tta 
• 

I oa aulou to 111 .... wltla a f• of tile 
outatullq leal.,.. la tile ....,.,.. tloll tall 1.­
_.lato pro\1-- r ... la .. -n-la& ... to Ilk 
tMlJo 14'1'lM oa .,.abUo NlaU ......... . 

It 1o ....... aot u,. U.t ,_ ldll nu•t 
to be oaa of a ..U ..., to - to ~ to 
.. t wlUa • • S.lalllfe ...,._IDe ter Wo puJuo. 
A ooat••• 1Jl.,. ottl• 1a ,.,oral t• tall 1i1ori1Jt1 
... Uala 11 to lie foU ud • o l•allna la tile 
bouVJ llallll.q. 

aoa...1 llanllall baa proaloel • Uaot it u 
11 1a laoh1qtoa tllet lu u wUl Jola u at aooa 
ua talk to u • t1ae mlltar, altutloa. u ~~,, 11 
1011p1llol to lie •llo•t ... ~ ... otfloor wlll nHtlbto 
tor la1a. · 

I III'UIU,...,. lt 1flll bo ,.al\11 tv 'fOil' 
to ottn4 alto rift • JOV N ool. 11111 7ft lit 
poi aanp to wlro •,., Htltf 

llManq ,....., 

..... \u'J' of tall tr IIIVJ• 

\ 

189 

Regraded Unclassified



I!IUr: Bello. 

Operator: Conare81un 8a'bUh. 

HMJr: Bello. 

Cong.Adolpb 
Sabat b: Bello, Jbo. horetal'J. 

s: 

HMJr: 

8 : 

HMJr: 

81 

HMJr: 

81 

IIICJr: 

a: 
lOUr: 

8: 

81 

Bello, Ill'. Ooft&J't81Mn. low are :rouf 

Ob, the:r keep •• Ju.ap1JIC Moh and t'ftl'J wa:r . 
D1ane:r wanu a 1'111• and I oouldll ' t hold h1a 
ott an:r l OJICtr, and I'a S01n& to etart to 
haYt hear1D& on 1 t t oaorrow. 

Good. 

I 41dll' t want t o do 1t llftt1l the:r - eoaeone 
told •• that :rou wanted the 'bill out. 

Yeah, let - let'• get 1t out. 

Well, :rou know, I'a not 'wedded to that amen4-
aent ot h1e. 

Well, neither aa I 'but ••• • 

Ie there a oh&Doe that :rou 81ght 'be able to 4o 
tOIItth!D& w1th 1t on the other a14tf 

On the hnaUf 

leah. 

Yet, there'• a Yer:r fOOd oh&not tbat the:r'll 
pa81 that o11t, and we aalted Ill'. DDUC)lton ud 
ht Mld 1t Wae acr .. a'blt to h1a 1t 1t OUt 
oYer troa the leu t e. 

YMh. . 

llow that Juet happened th1e aorn1J1C. 

Oh, well, th&t'• the rMeon 1'• f1ull:r g1Y1ng 
hMJ'lJIC th1e aornllll · 1 tlloQCht 1t 1 hold 1t 
ott •••• 

190 .... 

Regraded Unclassified



HIIJJ' I 

81 

HIIJJ'I 

Sl 

HIIJr: 

8; 

S: 

IDCJr: 

81 

H11Jr1 

S: 

IIIWr l 

8: 

8; 

IOIJr l 

81 

- 2-

l ... 

•. • • t or a few 801'1 4a7t, I mgbt set thea w 
qr" to ~e ott tllat uell4aent or bl'1nc 111 
a l'llle t11a t woulclll 1 t aak e tlla t ueft411111 t 111 
order. 

Well o.ow, Senator, we •••• 

'l'he •1n th1na 1t to fet 11; ollt and set 1t on 
the other e1de, 1e 1t 

J o, I cU.dD1 t aake 111 .. 1t olear. 'l'be7 ban a 
deb t Um t blll 1o the 8tllate • ••• 

leah. 

•• • • W1 thou t an7 r1der t o 1 t• 

And '" allted Concrenaan Dollgbto& th1t aol'D1ns, 
wollld 1t be ACI'"able t o h1a 1t the Senate 
paned tllat 'bUl and had U ~oae oYer to the 
Boll .. , 

leah. 

And he M1d, "ltt. • . 
Well, now he would thea t1'7 w 801'e w ellbet1-
tllt e the Seute 'b1U t or the Roue 'b1U. 

I ~~ 1t tllat'• what he would do. 

Well, that would be all 1'1&M· 

I- I wollld ~e 1t that'• what he would 40. 

All r1pt. l ou lr.now, what I - I 414a1 t want to 
pa .. t11a c1aan thine 1n tilt t on tllat 1t 1e: • •• 

low ••• • 
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Ill 

.EDCJr: 

8: 

HMJr: 

81 

81 

HICJr: 

81 

HMJr1 

81 

BliJr: 

8i 

1!1Ur1 

81 

81 

1111Jr1 

81 

11Ko1r1 

--- ------· 

- ' -
• ••• but 1n Y1W of oon41 t1on., I a1p' a• vall 
l•t looee. . 
But 1111W Senator O.oJ'I• aa14 he woul4 tl')' to s•' 
it out and se' 1t thl'oueb the Senate • • •• 

Uh huh. 

.. .. and than U voul4 ooaa our to the Bou••· 

Vall, no• - thea ther e at1ll voul4 be Uae to •u'D­
•tUuta that b1ll, woul4n1 t u' 
Yu , 1••• baoau•• I will not file the rule r1p' 
awaJ aDJWaJ. 

Ok~. 

I ' ll giYa thea a h .. r1nc a nd I' ll po•tpone f1linc 
ot the bill - rule. 

And than, 1n the aeant1aa, we' ll put the prauura 
on the Senate to tl')' to sat 1t thl'oup the hnata. 

All ript, all r1sht . I wanted to know whether 
tlaa r~rt I co' la all r1p' that 7011 wan t aoU on. 

low 1f - 1f J OU nnt t o know aDJth1ns about 1t, 
J ohn 81al.l1Yan will - toh 1t for •• tor the nut 
oo~la of ~·· 

All rip,. 

You know J ohn. 

Yaall. 

OkaJ'f 

I 414n 1 t want 'o 'rouble :rou. 

lo, ao, I ••.• 

192 

I 4oll1 t troutlle JOU on a117 or tho•• thlnga, onlJ .... 

lo, I - 7 0u 1 re 4o1AC •• a fa'I'Or. 
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8: 

JDIJr: 

81 

HNJr: 

81 

RXJr: 

81 

RMJr; 

81 

HIIJr: 

81 

IDIJr: 

8: 

IDIJr: 

81 

IIIIJr: 

-. -
You m ow vbat I lle&D, I •••• 

l o , 7ou're 4o1DC ae a ta•or. 

. . 

I vae -.noeu•ennc to 11:111 ~t 4aan aaen4-
aent. 

Yeah. In taot, I va1 ~1ac to oall JOU Up, but 
I 41dn 1 t teel - I 41dn. t ll:aov whether J OU, . ·,. 

Well, ~t1 1 not neoenarJ. I nearlJ ll:nov vbat 
the Prn14ent ana J OU senU•en want; ••.• 

Yeah. 

•••• an4 I'a t o1lov1ns ~' OOU71e ••• • 

Well . . • • 

••• • t o the beet of a, ab111tJ . 

•• , • th11 11 - J OU - JOII SOt what the plaJ 11 DOW, 

Yeah. I un4eretan4 1 t nov . 

Al\4 JOII th11111: ~t 1 I all r1pt, 

I thlnll: ~t1 1 all r1Gt, 1"· Yo11 ll:nov, ten or 
the Deaocrat• 1n the lta71 aD4 ll .. n, CoM1 Uee 
Yote4 aga1Dit 1t, 

Yeah, Jeah. 

But th11 fe1lov, D11De7, Vi\11 t o11r other• Jo1ne4 
With \he lleJ111bl1oan1 an4 put it o•ar. 

Yeah. Oli:aJ. 

8: All r1pt, llr. BecretarJ. 

IIIIJr l ftlanll: JOII 10 ••• 

8: Don't aent1on 1t. 
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ll&rch 2, 1943. 

TO: The Seoret&ly 

FROih ll.r. Sulll van 

The following is a tranaoript ot rq teapholllt conversa­
tion llith ll.r. Rudick, a partner ot tha ln tina ot Lord, Dey 
and Lord, oouneel tor Bear<laley lluJil: 

JI3: I have been th1nk1ng that utter o•er. Ae I UDderatood 
t he proposal, ll.r. lluJil in his apeeoh 1n San Francisco 
at 8tl5 on Jlaroh 15th, it ,.. deaired, .nted to urge 
people to fila their retuma. 

R: That' a right. 

JI3: Well, the '118¥ we feel about it 1a thia. 'fe think that 
wo• re practi~ on the verge ot a taxpayers' etriJ<e, 
We think that the present oontuaion baa resulted trca 
hia plan aal other plana and that be ia largely reapona­
ibl.e tor the aituat.ion that e:data tode,y. 

Rt I think that' a ao. 

JI3t !"rankly, ld.th tha two ta:dng o.-!.tteea urg1Jls tupe,yara 
to tl.le their retuma and J:*Y U.ir quarterly install­
aente prcapt.ly a 110nth ago tode,y, we aort ot 110nder 1lb;r 
he hasn't Mde ecae ata~nta ba.tore now, md we think 
that to ..Ut until 15 llimlteo ba.tore the cleedll"" ia a 
U t Ue too lata. It be doal 1r111t to help 1lh;r doao be 
wei t until tbl la.t lli.Dute? S. aacle t110 or three 
apeeohaa laat week. 

Rt tea, but thay weren't on U. ra41o. 

JI3t tie' a ude ten or tittaen apaeobaa in the la.t 110nth, 
haan•t be? 

Rt !lot quite that many but be' a IUd.a quite a taw. He' a 1llcle 
halt a dozen Cl7"8¥• but they haven't been bro&dnaat. 
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JLSt That doesn •t make en:t ciifference. 'fileT ... r. carried in 
t.he Pres a . 

R• Here's what he has in llincl. Hie idea ia - a lot of 
people who haven't filed by ll&roh lStb will get a eared. 
They will think they are erl.lll1nala it they bann • t filed. 
on ti.llla and what he tho1.1ght he ad.ght try to get aeroao ia 
even if they haven• t tiled on till8 f,hey ol.lgbt to tile azv-• 
way. The penalties ar. not horrible. Somethir€ like that. 

JLS1 Wall, it he wanta to help 1.10 he 01.1gbt to get aomething 
out right away. As far u that other etatement is oon­
eerned, we wolllcin 1 t oonaider that in the natura of help. 

Ra lie besn• t got azrr tiae on tile air between now and 
ll&reh 15th. 

~~ He boon' t had any ciitt1clll.ty in &e tting hie ideae into 
t.he Press. I cio not ... why he llhollld wa1 t IIDtU broad­
outing to be holpfl.ll to 111. 

!l1 You 're going on the air tonight? 

JLS: That• a right . 

!la Wall, I• ll give him a rinc to '" it there is m ything 
he can do before the 15th of )laroh and than I'll give 
you a ring back . 

Sllbaequently, llr. Rllciick phoneci back and macie the follo-.1ng 
ot&~t11 

R1 llr. Sl.lllivan, I juat tallceci witb Rual. Ba io lea'ring 
toooorrow nigltt for vanoounr, but I a go~ to meat with 
hill to-arrow 110rning and he ie goi.ng to tr7 to get up e 
atat.ent to the Preae which will eJiphaaiH the point 
thnt people ohould PI:/ al/d tile their raturna bee&l .. 
no utter llbat b&ppana that' a 'llhat tbe;y have to do. 

JUh That' 1 right. 

Rt He wants to help. 

JLS a Okay. 

R1 He will is we a ata-t to the Preaa to110rrow • 

196 

Regraded Unclassified



_ .............. .._ 
Karch 2, 19413 

Ky dear Henry : 

You vill let 11.e thank you tor your 

letter ot February 24th and t or the recording 

ot our recent joint radio broadoaat on the 

subJec t ot taxation. 

I am very much pleas ed to have the 

record and appreciate your thoughtfUlness in 

eend1ng it to me. 

With kindest regarde, I am 

Honorable Henry Korgenth&u 

The Secretary ot the· Treaeurt 

Washington, D. 0. 
filii~ r ' w. v 
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J)e&J' El1Ul0PI 

Blbor aJII1 I want to thut 7ft 
aDd the Pr .. u .. t tor tUt -t -­
lllual Fir1t Dv Cner. We w" lMI~ · 
""P7 10"1 to !laft al&M4 tht \lrtwq 
di.Juler. 

I wbh 7011 wo.la lat01'11 tU Pre11-
dent that the tlnt t1• I co to 1 .. 
York I lllpeot to W, h1a a 111rtWq 
pruent. 

Agab th•nk'nc 7oa, I r ''n, 

(1! .... , • ..,., 

llt•. Frultl1a D. aoo-u. 
n. ru te Joue. 
'"hhcton, D.c. 

Delivered by ~ecret oervi oe 
J/2/4) . 

rue 1n DlarJ 

77L"'"' '71-, 
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l'ebt'uar;r 23, 1943. 

Dear Elinor: 

Both the President and I 

were so aorry that hia absence made 

it 1J11X>aaible tor uo to have the 

usual birthcie¥ dinner. 

Under aeparato COYer I am 

sending you the r....,.brance be bad 

planned to ain you at the dinner. 

A!tectionately, 

• 
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TREASURY DEPARTMENT 

INTO OPPICII COMMUNICATION 

DAft 

Secretary Morgenthau 

Frances McCathran 

March 2, 1943 

CONTROVERSIAL ISSUES BEFORE CONGRESS 

200 

Tax : Pay-As-You-Go - A 2~ withholding tax was "tentatively 
approved" yesterday by the House Ways and Means Subcommittee 
on o~y-as-you-go legislation. Questions of tax forgiveness 
and how to out persons who derive their income from sources 
other than regular salaries on a current basis were post­
poned f or later discussion. As the plan now stands, how­
ever, taxoayers would be requir ed to pay the first two 
installments on 1942 income as usual, and the last half of 
19~3 t axes collected through the withholding tax starting 
on July 1. This t entative approva l by the Subcommittee 
has r eportedly increased support for the "half and half" 
ver si on of the Ruml plan. 

~:anpower - The sharply debated manpower issue received no 
clarif ication yesterday in the conflicting views of two 
Administration members on the overall manpower draft bill. 
Although Secretary of War Stimson endorsed the Austin­
\ladsworth Bill, WMC HcNutt. while not referring directly 
to the bill, announced that he stood pat on the voluntary 
method . Denied funds by Congress for his U.S. Employment 
Service. t hrough which agency he is transferring workers to 
war inaustries, McNutt stated his intention of going ahead 
with the JOb despite an already noticeable turnover in the 
US~S personnel as a result of lack of funds for increasing 
thei r salaries . Meanwhile, Senator Murray, denouncing · "the 
total lack of ability" of the Manpower Commission. urged 
Pr esi dent Roosevelt in a letter to handle a ll manpower 
problems through the creation of a new division in the 
Department of Labor which would, of course, result in the 
liquidation of the Comm~sion under its present setup. Four 
members of the Senate Appropr iations Subcommittee on Man­
power were also reoorted ready to recommend Congressional 
limitati on of the size of the army whose tncreasing figures 
have been blamed as a cause of the nations diminishing 
~anpower in the factories and on the f arms. Furthermore, 
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passa.ge of the Bankhead Bill to defer tarm work'ers is still 
definitely predicted by th~ Farm Bloc, despite opposition of 
the Army voiced in a letter by Undersecretary of War 
Patterson who claimed such deferment would "deplorably 
disrupt" the aued forces. Indus~rial labor, whose high 
wages drain manpower from the farms, according to Senator 
Theodor e F. Green, even more than the army, came in for 
more cr iticism yesterday in two bills designed to curb 
strikes. Senator Byrd introduced a bill requiring local 
draft boards to review the status of all strikers in war 
industries, and Senator Connally proposed the creation by 
the President of a new board with final authority to inves­
tigate and adjust wages in plants taken over by the uove:rnm 

The Farm Issue - Receiving criticism of its subsidy payments 
under the il.A, purchases under the ceo, the social refous 
of FSA, and its lending pr ogram under such agencies as 
the RACC, as well as denunciation of government limitations on 
agricultural production, the Department of Agriculture is 
fac ing Congressional attacks on all fronts. As more Con­
gressmen appear to be rallying behind the Farm Bloc's slogan 
of "fair prices" for the farmer, Representative Voorhis, 
supporting the Pace Bill to include farm labor cost s in 
parity computations, answered SecretA.ry Wickard's claim that 
the bill is inflationary with, "You know as we 11 as I do, 
the real control against inflation has got to be t axation." 

Allred Appointment - Opening hearings before the Senate 
Judiciary Committee on the President's appointment of 
James V. Allred to the Fifth ·U.S. Circuit Court of Appeals, 
Senator Overton, whose own record is sai d to be none too 
clean, charged the nomination violated "the spirit 1f not 
the letter of the Hatch Act". A bitter debate is expected 
today on the matter, led by the Louisiana delegation who 
claim the judgeship right ly belongs to their state and 
that the President appointed Al lred as "a pol itica~ payoff" 
for running in the primaries against Senator O'Danlel in 
Texas last year. 

te- Walter Lippman ' s colum~ entitled this morning, "The 
Ghost of Thaddeus Stephens" (page 9. Washington Post) 
discusses Congressional antagonism (especially Republican) 
to the Administration. 

• 
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TREASURY DEPARTMENT 
I'RDCI-INT DM ­

WASHIN8TQN 

March 2, 1943 

).'EL'ORANDW TO THE SECRETARY: 

There is submitted herewith the operating report 

of Lend-Lease purchases for the week ended February 27, 

1943. 

As a result of a recent conference I had with 

Colonel Robert W. Johnsen of the Smaller War Plants, 

steps are now being taken to locate representatives of 

the Procurement Division in the field service so as to 

coordinate with the Smaller War .Plants representatives 

in asking the utmost distribution of war purchases. 
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LEND-LEASE 
TREiSURY DEPARTU!NT, PROClJREliENT DIVISION 

STATEl.EtiT OF Al.LOCATIO!IS, OBLIG.lTI<IlS (PURCII!SES) iND 
DELIVERIES TO FOREIGN GOV&ma.~NTS i T U. S. PORTS . 

.1S OF FEBRUARY 27, 1943 
(In Millions of Dollars ) 

Adminiatratin 
Total U. K. Russia China Expenses --

.Ulooations $2716.6 
(2703. 2) 

tl423.1 
1408.2 

$965.8 
( 962 .9) 

$58. 5 
(58.5) 

f4 . 6 
4.6) 

Purchase luthoriza- f2320 .1 f1329 .4 f909 .8 f41.6 
tiona (Requisitions) 2296. 7) 1314.6) 901. 7) 41.6) 

Requisitions Cleared 
tor Purchaae 

r226.2 
2218.8) 

fl290 .0 
1283.7) 

f 855.7 
855.5) 

f41.6 
41.6) 

Obligations 
(Purchases) 

t2092.4 
2080.2) 

f1215 . 7 
1204.4) 

$796.8 
( 796.6) 

f41.5 
41.5) 

$4.1 
(4 .0) 

Deliveries to Foreign $ 918. 7 $ 697.2 rl93 .4 r17.8 
Governments at U. s. (907.8} (691.9) 188. 6) 17 . 6) 

llis.eallaneous & 
Undistributed 

f264.6 
269 .0) 

$ 39 .3 
(38. 8) 

$ 38.9 
(38.0) 

$ 34.3 
(SS.7) 

$ 10.3 
• ( 9. 7) 

Ports• 
•Deliveries to for~ign governments at U. S. Ports do not include the 

tonnage that is either in storage, "in- transit" storage, or in the 
¥ort area for v1hich actual receipts have not been received from the 
oreign governments . · 

llote: Figures in parentheses are those shown on report of February 20, 1943. 
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Report to tho rroal~t oa Jallar Daalaloaa 
Relatllll to Cua4a'a 11,1, ·Dollu aaaane 

t, 
A .~ttea _.latiaa at N pN-taUqa ot tile 

pepertaent or ltate, !l"a&aU'J u4 wu, tbe Oftlaa of lAD~ 
x.euo AdaiD1atrat1bD, u4 the Bou4 of 1-oaio WartaN, 
un~rtook to ooca14u tbe f ollowtDo two probl ... relatlD& 
to cua4a. 

1 . 'DI.e appropriate loYal of thaV.a, 4ollu axobnae 
roaor.-e tor Cua4s 1a tba l11bt of tile B76& 
Park .t.rr&a&-t for uala~oa to CU&4&. 

2 . 'lbo BJM Pan pol1af of OODUillllJli to loa4-loa .. 
to tba Vll1W UJlaCIGa o•-zoa•t put• obtaiaM 
1D tbe Vll1 to4 I tate• tor Cua4& aad requ1ro4 for 
tbo oxae•tlOil of .. ltlah ooatraoto ill Qeaa4a, 
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Roo-4at1ona -4a ill Uaie report aN bue4. oa lbe 
rooop1t101l tbat oaa of tba pvpaaoa of tM BJM Park .t.n'aaae­
ant h to uava on••• aufll.S.•t •·•· tollar axohan&• to 
t ao111tato Yl& ..... proaa011tl• of tba wu. taor aro .... 
OD tbo unapt1oa tbat oar ........ --. wl tb o-... *-14 
bo 00 OOIIcba&Md U to aaiataia 0 ....... &014 aa4 tollar 
balanaoa at a laftl oeDelatoat w1tb tile abo•• obJootlYo, 

Cua4a't J,l, !'1'eP bflMP 

.t.a of 1-.rr 1, 19~'' tM oua41aa aon.-t b.ol4 IJ19 
aUl1011 of aa1• _. •·•· ~1are aa followaa 

I ID a1111oaa) 

Ool................................. • 11~ 
v ••• toll .. -.laD .................. . 

~'-1 •••••••••••.•••••••••••• •• Jl9 

-
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canacla haa u ao4 i22IL a1Ul• ot J)l'oe .... tro. Dot oalea 
ot u.a ... our1t1oo ODi oibor lawat..te w Allor1oane elDoo 

tho outbreak ot ~- war. llat llllrlD& ~1a •- por1o4 ahe haa 
ropetr1ete4 Cme410D Meur1Uee holil 1D tho Ulllk4 KiD&doa to 

a ulue of onr t6oo aUUoa aall h&e lODt ~• lrl tlah Oonra­
IIOJlt $6~0 a1U1oa 1D aMltloa w ~- t900 a1111oa &ltt, 
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Praot1oallJ all ot tho llralJa oa 'Omalla•a &old ODd llol.lar 
balanoee took plue llllriD& ~· t1ret two roue ot hoet1llt1ea--
1.e. , before tho ottaota ot tM BJilo POJ'k .&rra&-t hers· 
appar.,t. !rmoaot1_. --Mil 1D purnaaoo ot ~· B,U 
Park ArrODg-t aallo a Dot eoatrl'INtlciD ot $418 a1111oa w 
oanacla ' e 11.1. llollar roeouroea bJ ~· do .. of 1942. 

Curroat e11:poowt1oaa are tor a eoat1Duo4 rlee 1D CaAOcla'e 
bol41Dge ot aolll oa4 V .a, lloUuoo. Ao...-41D& t o proeoa t 
oetlaatoe ~'I wlll rleo 1172 a1l l1oa du71D& ~• oarroat 
lix-aonth per o4 or to eboat t500 a1ll101l bJ hne 50i 194~ . 

'lhle would aom that ~ ~- aloao ot hno, Cuello wll he\'0 
loet onlJ ebo•t tlOCI alUlOil ot her pre-war llollar uohulp 

r oeourcee ao oa.paroll to aa laproY-t 1D her ewrliD& 
poel tloe ot oYer t1 ~lllloa. 

In wlow ot thoee taate, lt wao 4o ... 4 edYleeblo to ro­
eXUdne Cualla'• v.a, llollar poe1t101l m4 our polioJ ot 
f1Dano1al aaalataaca, 

1ha Cma41u rrotoeal e to a aauoaalllo IOaerYe 

1ha propooal wu aa4o to ~ Oua41u •1Dhtrr ot P1Duoo 
that a r- ror O•••'• t a w.a. Mllar u•h•aae reeene M 
eetaiiUaholl 0D4..,. tluaolal a-tiq botwoOD tho Oon.-te 
ot Cualla 0D4 ._ 11a1._. ltatoa M ao ....,..ek4 u to -a-
t alll ~· reeerYo at ua. .,...11.-'apOII loYal. ._. propoaal Mt 
With ~- a,J)I'O'I'al ol ... fue4tu loY-to aa4 et tile 

requaet ot tiM ~. •· Aano, ...-.'7 ldalekl' at 
PiDuoe tor Clue«e, nilill' ... tllo .r.llowla!. ...... tl_.l 
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All u.s. 4ollu rooelph troa tho aot aalo or 
aoour1t1oo 111 tbe Uaito4 Stoteo bo ooaa14 .... 
outa14o tbb roaorYO to bo ut111ao4 t10 rot1ro 
aaturing or oallablo aoour1t1oa paJablo 111 u.s. 
OUl'l"eeiOJ • 

•caa-oz• roqu1a1 t10Da bo cl1aoont111uo4. 'lhoao r o­
qu1a1 tloaa U'O tf//1' aatoriala 'llhioh aro loa4-loaao4 
to tbo OD1 teA naa~ b'llt llh1eh uo aatua117 u- · 
por ted to Caada aa4 t1ana4 onr to tha J>ae!atOD 
Oonl'llll•t tor uao 1.a that ooati'J. !her are 
4aa1po4 to o~onaato caa-da tor upoa41tur .. 
~~~&4o 111 tbo 'IIIli to4 Stat .. for tboao aator1ala uaod 
111 tbo aaautaoturo ot allll1t1ooa aad oqu1paoat tor 
Groat 81'1ta1a c1oh l oao their 1Milt1tr th1'oqtl 
tbo proo••• or pro4uot1on. 

Ulo rouoaa proa-to4 bJ taw CaDa41aa Oo••.....at tor 
tba raaga •ue&•ato4 are Cua4a'• n.lJlorablo 111tornat10Dal 
tradlllg poa1t10D, b&aYJ utoi'Dal 4obt lara•lr owod to tbo 
Uo1tod Stat .. , aa4 4oa1ro tor a4o'juato toro1p uabell .. 
rteO'Ill'o .. 111 tho ~ate poat-wu por1o4. 

1ha CODtlua10Da of tM 1!!1! t , ... 

1. 'ltao 1't1Dp naaaato4 bJ tho Caaa41aa Oonl'lmOIIt 
woul4 11e Uffleal t to dol toad 111 dow of ill a 
tollowiD& -1..-atlODal 

a. !be .,,, tiCU'O ••aa••to4 h "ror -.. 
tho V.a, -Uar uob•ap roaono o Cau4a 
at tho oa.•vou qt war. •te aouato4 to 
.,90 ~.. tl60 e1111oa of gold OD4 dollara 
bill.4 "r tllo OM .. I .. CIOYOI'IIIlODt &D4 tl'O 
P1111oa ot v.a. c1ollar 'llaluao• ba14 b7 
prlwato OWI .. SWI raal ... ta 1P OXOOO I ol 
alai ..-tli.al D .... o 
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A liquid reaern ot ~o-t4'0 a11l101l 1a 
aubotantlall7 aoro tban Oeaada DO ... to 'roao­
outa tbe war. A U~uld rooono of t5oo- 550 
allllon appoaro to bo aaplo tor tblo purpooo. 

!bo t6o0-ll,OOO alllloa raaao 4oo14o4 upoa 
tor tbe VDltacl UD&.S. wnl4 IUilo 1t cllttlnU 
to Juotlt) a raqo of ~t450 a11UOD tor 
c&D04a. 

2 . It clou not •- 1Dapproprlata to poralt Canada to 
ropq Oanacllan Oo•o~t obllptlODo pqalllo 1D 
v.a. cloUaro out of prooo ... tl'oa not ooourl'T 
aaloo. IUoh an arraq-t would prn•t turtbor 
lapu-t of 00A04a'• oapltal poaitlOil •lo-a-•1• 
tbo VIal tocl Ita teo. 
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, . !ba 0&DacliOD Oon~t1 o OUI&OOtiOD tbat •Mrialo 
ouppllod to Canada and oharso4 to tbo Vnl tocl J:iDgdoa 
Wldor ln4-louo bo llaitod to tbooo goode wbioh 
retain tboir icloDti'T tbrOilp tbo proooao of pro­
'41aot1• ..... a rouOD&blo OliO• luoh a l1altat1oa 
wnld lD•olYO' a v.a. dollar uohaqo loao to Canada 
of loao thaD 120 a1ll1oa. A loao of tbh -.nlWde 
oould .. ailT bo ropairo4, poooiblT 1D • oro a ... ptoblo 
wqo. 

• ••-4atloaa 

l. It h ~-clod, 1n tba Upt of proant air-taDMo, 
that appl'eprlato aotloa bo taka to aalDtaiD Oanaclo'a 

•
old a4 1J.a. dollar balanoeo at not loao tban allo'Ot 
500 alUloa a4 not aoro tbul allnt 1'50 allll,oa, 

ancl that *- IMI'OtOJ"T ot -. II'Oofti'J nap tbo Cllaalr­
- ot tlbo .. noaa aooU• of tlbo loiDt war rron.u• 
O~tMO lllf.-t. U to tao OUO of tboOO 'llal&DMO 
ancl tu aqalhM ot aotl• DO.._ to bo tu.a ltf 
v.a. GoY•-• .....--t .... oloo, tbro..P *­
oeaMllla& ot ..._., tbo plaolu of order• uAI• 
tbo aaklq of.-... ,.,_ .. , to ..Uta1D tbaM 
bolcl1.np w1 tllla tM .-.., U.al ta. 
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. ~. 
u 1a reo-4e4 ~' tor tho pro••'• Ooae•••e Mt 
u.a. 4ollar proooe4t tr• eo01U'U7 oaloe \lo eoa­
o14ero4 oute14o her v.a. 4ollar exehan&o retor90 
proY14e4 thOJ' are to N 1leo4 w1 ~ a J'e&r to rt At~• 
-tur1a& or ~able toOllritloo p&J'Ulo 1.a •·•• 
ourroae7 aa4 pro-r14e4 hrtll.or there 1e DO ••botoaUal 
rol uaU• of Caaacte•e toro1p o&o~aaa&o -trol..., 
a a1p1t1HDt ..ut1aaUoa of b.or !.aport peltOJ' wi.._ 
Ollt prior oonaultoUOD with th1o loYOI'DIIAt. 

It 10 ... m4e4 the' -tor1alo nppllo4 .. o-··· 
and ob.upcl to tho -.! W KS. .. • _..., IAD&-Leue 
\lo llaltocl to tb.ooo &oe4t elob. retaln their 1UaUtJ 
tb.r01llb tllo prooo•• of pr...,U•• 

tiM PreaiWi 

liue£Ui Of liiii ..... i&i Of Wiiiii7 

WLiiA Dii'·'a&iGf 

It J'ft ........... , .... "' •••• 1 .... Mall" 
slt.ct. 1t , .. will •• s.ati .. te '~~alee· . ..., ....... 

\ "'' ...... ____ ..,... __ .;.......-~~~ 
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Btport ot Sllbc~ttM 011 tba -at1011 ot & 

.t,ppropl"iata U.s. Dollar &x.obaap -.,.,. tor Canada · 
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Tba CabiMt-Oroup Sllbca.l.ttM 011 the Dollar Poa1t10D ot the ~tecl 

!(&tiona, •t on Janaar,- lJ and J,_ry 27, 1943, to oonaidoor tba toll.ow­
ing ho qu .. ttcna relet inc to O&nada, 

1. Tba appropriate lAiwl ot tbe U.s. dollar a>a:bulp ru1 ,... 

!or Canada 1n tbe lieht ot tba !Qda Pane .lrranc-ot tor 
ua1atance to Canadoo , 

2. The H)'de Pall< pol1c7 ot conti.Duinc to led-laue to the 
United Kingdom CU181l • ..,t. parte obt.ained in tbe United. 
States tor Cenw and required tor the euclltion ot Brl.t1ab 
contract. in Canada, 

lloc-ndat1ona ~ in thia report are buad on the reeogn1t1011 
tbat one ot the PIU1'08•• ot the H)'de Pane Arranc-t 1a to &Hure 
Canada autfio1ent u.s. dollar e>a:bense to facilitate ft&oroua proeeoution 
ot tba w.r. '!'be)' are aoada OD tbe &aslllll't1on that our &l'l'IIDgCenta w1 tb 

Canada ahould be so conducted. u to ll&intain C&M4& 'a geld and dollar 
b&lacsa at a lnel c:ooaiatant with tbe abaft objectift, 

'!'be ~<11& ta orl.cin of tbeoe pro bU.. 1a & propooal di&cua .. d b)' 
tbs top-ranld.nc -.bera ot tbe Canlllian-11 .s, Joat W&r ProductiCI'l o­
.:l.ttaa tor ra'rl.liDC the procedure of exero1a1nc control o .. r Canada'• 
U.s. dollar raoe1pta . 

Ulldar an anderatand1nc reacbecl 1n ~ 1942, he\110«1 the Tre&SU%7 
and other u.s. ao ... .-t a.c-o1• placing cootracta in C&Dad&, &lllerp 
CODtaiiPletecl ~e......,t coatracte are callad to the attention ot the 
Treuuq. It wu hoped 1n th1a W&)' to &Yoid an 1D1• increase 1n Can&d&'• 
u.s. dollar receipt. , 

!kieler the propoeed ptocedure, 1nste&d ot cona1derl.nc Canada'• IIHd 
tor U.s. dollars u Cl'lB factor 1n dooo1<11ng wbatber or not to place • 
p&rticular c011tract in Canedo~, joint CG>odlen,.U,S. oca>trol will be en~ 
c1aed owr C&n&d& •a u.s. dollar noeipta tbrolllh a tla:S.ble &llocatioa. 
Ptoee<iure b)' ahitti.Jig dooli.,.rl.M of t1Diabecl ladtio,., p&rtioular~ 
deliftrl.as of Brl.t1ab-t)'l* ..ml.t101111, wld.ch c.-priae tbe balJc: ot Canadoo'a 

"4rptoduct10D, fJ'OIIl tbe &CCOW\t o! ca>e £Oft~ to tbe ac~ of 
mother, eccol'Clinc to the dooaired ettect en Canada '• U.S. dollar poa1t1oo. 

No cbulp 1n the YoluM or c0111>011ticn of -r production in C&n&d& 
is conteapla-.!., •n]J' a chan~ in tbe boold<Mpinl 1n•ol....S md the 
CUtTenC)' in wbioh J*1Mnt8 are ado~, It 1a hoped that tb:l.a ~lien ot 
Procedure will paml.t the exn01 .. of cloaer and *IN s-diata oca>trol 
Oftr C&nadoo1a U.S. doll&r po&it1011o 
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J. prerequuiw to the ouccoaaM operation ot the abo.,. plan ia 

an agreo110nt betwHn tbe two ao ... m.nw u to tbe appropriaw leftl 

ot u.s. dollar llltcbanp reaorn• to be u.intainld b)' c.....sa. 

eanw•• u.s. Dollar Poaition 

210 

u of January l, 1943, tbe Clna.clian ao--t held $319 ..U.Uon ot 

gold and. U.s. dollll:'l u foll.owu · 

Gold. • •• • •• •••• ••••• ••• •••••••••• •• ••••• 

o.s. dollar balancea ••••••••.••• •• ••••• 

Total • ••• • ••••••••.••••••••••••••• 

(In llilllono) 

• 155 
~ 

$ )19 

Tlll.a represents a reduction of $72 a1ll1oo in Clnacla • • a...U.blo 

gold and U.s. dollar balances ainco the beginnJ.ne ot war. 

Canada hu u.s ad $224 111llion or proceecla trom not aalea of U.s. 
oecur1t1es and other inveataents to J.Jaericane oince tho outbreak or the 

wu. But during tb1o l&llllt por1ocl ahe hu l:'lpatriatld Canadian oocuri tieo 

held in the lln1tecl Kingcloa to a Ylllle of oft!:' f6oO llillloo and hu lant 

the Br1Uah Qovemant $630 llilllon in edd.ition to tho f900 llilllon lift• 

Practicall¥ all or tho cl.ra1Jl on Canada's cold and dollar balancu 

took place during the nrat two ,..are or bootili tiee-1.e.. before tho 

ettecta of the H)da Paxi< J.rrance .. nt became apparea>t. Tran•aotiono 

ooneumatecl in purauance of the Hyde Parle J.rl:'ln&oiiOllt made a not· con­

tribution ot $418 ld.llion to Clnada'• u.s. dollar l:'laourcoo by tbe 

close or 1942. 

CUI:'I:'Ont expectati ons are tor a continued rioe in Canada'a lloldinca 

cr gold and u.s. clollara. J.coorcl1nc to pl:'laent esti.Utea, the)' will r1ao 

$172 1111ll1on during the cu.....nt aiJC~th period or to allooat $500 ..U.Uon 

by Juno )0, 1943. Tb1a would 110an that by thl oloao of June, Canada will 

have loat o~ about $100 llillion or her pro--.r <Iollar oxcbange reoourcoo 

u COIIlP&red to an ilq>rove1111nt 1n her awrling poaition ot Oftr $l billion • 

In view ot tbeee !acts, it .... cla.ed advilable to l:'llxalline canada •• 

U.S. dollar poaition ancl our polio,- of tinmcial uaiatance. 

(There i a appeodecl a 100re .S.tailecl l:'lvin of ebonies in CA:Uid.a'a u.s. 
dollar position eince the outbreak of_,,) 

Il!e Canaclian P1r0poaal 11 t.o • 5Apnable I!AAern 

The Can•dhn lll.n1otry of Finance boa c1 ftn i ts approval to the •uc­
&eation ot eatabliohinc a ranee tor Canada'• u.s. dollar exchange reaern 

lllcl of MintainiDC the ,.11m at the acl:'lld'""'IPOII lnel. J.t the I'IQIIIIt 

ot the 'l'reuuJT, Dr. Clarice, Jleput,- llin1atsr of nnanoe tor C~nada, 

out.itwc1 tho followinc ouqoation8• 
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1. ConaicleraUon be 11-..:& to qrM1nc \IPOII a nnp ot 

$1.00-t430 a1lll.on • 

2. All u.s. clollu reollipte tnoa tbe net sale ot aeourl.Uee 

1D tile United stat.. be -.iclared oute14e ih1a reaene 

to be utiliaed to ratira aturin& or callable aeouritiee 

~1D u.s.~;r. 

). •c.a-.x• requiaitioNI be cli econtimMd. Tbeae roquia1Uona 

are !or aterial.l which are ~-lauecl to the United 

ICingclom but which are actll&ll;r exportecl to C..ecla IUid 

tllmed ..... r to tbt llcoaiD1on Qoft,...Dt t or UH 1D that 

oountr,.. 1'bty are claaignecl to OOOII*»ate Canada t or axpencli­

turea JUde 1D the liDited States t or thoee •teriale u .. cl 1D 

the anutacturo ot amitiona all4 e~nt t or Great BritaiD 

which loa. their iclenU t;r tbrou&h tha procasa ot procluctim. 

The Canaclhn-alli&eated ,....,..,,. and lliD~ 11&Ure• are aplained 

1D to""' ot t ha tollowi.n; ori&iDa 1 

1. The lower t1gura app~tea the e1111 o! the $260 llillion 

ot gold and u.s. dollare btld b;r tbt C&D•c!1en ao ... ,..,t 
1D Sept.mber 1939 plua tbt $130 a1ll1011 ot prhate Caned1aD 

u.s. dollar balancea requisitioned and Wled up tv tbt 

Dominion Go..., ....at 1D tbe earl;r 11<11tha o! the war. 

2 . 1'bt hisher figure ropreMDta the e~a ot $319 a1llioo, tha 

amount ot ;old and clollare held by the C&nadic Ooft~t 

oo Deoe.her 31, 1942, •4 $119 a1llicn, tbt net iDcreaaa 1a 

Canacle 1e clabtor poeition 1'ia_.-rta tbt liDited states aiJioe 

Jul:y 1, 1941, about tbe U.. tbe 111pleantet1on ot tba lf1da 

PaJic Al'ftllc-t aa ~rt.Uen. 

Tbt omaicla:ratione wbich tbt C&Ded• en ao .... .-t broul)lt t o .-rei 

u buia tor Oanecla•a need tor a liberal u.s. clollar raaerft are 

&18::&riled below I 

1, Oanecla•a iatemational trad.in& poaition 1• hiihl:r wlllerabla, 

clue to {a ) tbt s.pona- ot t onilll treda 1D tbt national 

econOIQ', and (b) tile preponcla:ranoe o! qrioultu:ral and ...., 

•teriala 111 btr aport tade. · 

2, Canecla baa be..,- a:r:ternal clabt, .-4 larpl;r to tbe United 

statea, 8114 iD~YiDC !iDd idtereet 1114 cli'l'icleDd ~to 

to .&Mrioane ot t2oo-t2SO a1llion &ro• per 7MZ'• 

). C&n&da a;r require toni&~~ ezobtn&e -toe• to Met poe~ 

..... -.t ...... t1on ...... 

• 

211 

Regraded Unclassified



-4-

4. C&nAI<Ia will deai,. to rea tore parity of ucbance lletwc \be 
Canadian CUJfti>CT ad t1w lJ .s. clol.lar, to el1ainat.e nrio,. 
reetr1ctiC08 OD t....:le aDd. ot.ber int.em&Uooal truuoact.iono 
and t.o -int.ain a lJ.baral. •-rcial polJ.cy. ' 

tlw ConoluoiC)!!I of tba Subcomaitt.aa 

212 

l. The range auggeat.acl by tbl Canadian Ooftr,..nt would be diffi­
cult to deland in 'l'iew of the tollowinc oonaidaratioM 1 

a. The win<- ficuro ougaest.acl1e hi.cher than Canada's o.s. 
dollar exchange reserve at the outbreak of war . ThU 
uoUDt.acl to $390 aillion - t26o ..UUoo of gold md 
dolllrl beld by tba Carwtian OoYe-t and $1JO aillJ.on 
of lJ .s. dollar bol&Dcoa held by pri nt.e Canadian reoidlllt.l 
in e.u:esa of ll1n1l!mD wolld.D& ne..S.. 

b. A liquid reael"f8 of $I.O(lo44JO io wbstantia~ DOra than 
Canada needa to prosecute the war. J. lJ.quid reserw of 
about $300 to $)50 adllion .,ppears to be ample f or tbia 
puzpoee . 

c. There appears to be no juat1fiable baaia for apocial treat ­
~t of Canida's post-•ar ne..S.. The tJDit.ed Stotaa is tbl 
only country which do eo not have a hishly vulnerable balanco­
of-pa;vll8tlte position and whoae foreign a:eban&l resource• 
do not appear to bs in..S.quat.e to 111et currently-anticipated 
post-'lllr requirelllento. 

cl. Tba $600-$1,000 aillion range decided upon for t.be tJDit.acl 
JUn&doa would Mice it difficult to jutU)' a ronp of 
$400-$430 aillion t or Canada. 

2. Tbo Canadian Oo.,._t•a roqaooot that net proceeda froa aecvi­
tr oalea be cQIIaidered out.lide t.be reeerw would preftlrl. 
further ~t of Canada'• oapi\al poait.10D ..u..._n. 
the 11111ted Stot.eo. Tb1l would bl the reault wbat.ber the not 
proceed~ were al.l.nW<I to acc-u& to or wbatber tboty were ,.ed, 
u •- to be contllll'lated by tbs Canadian Oow,_t,, to 
retire ll&turinl or callable oecuri tiel p&flble in U.s • currenCJ • 
It doeo not •- illappropriat.l to post Canada to rep&J 
Canadian Oo-....-t obli&ationa p&J&ble in u.s. dollaro out 
ot proce..S. fl'OOil nat .. our1t7 oaleo. 

), '!'he Canadian Ooft-t'a ougseation that ut.erials wpplied 
to Canida and cllerpd to the tJDit.acl linadoC UDder lend-laue 
be lillit.acl to tboae aocd• 'llb1oh retain their 1clentit7 tbrnuch 
tho proceaa of prncluctioft •- a reuanable <~~• . SuCh a 
lillitot.ion would ilnolft a u.s. dollar exchanse loa• to 
Canada of la&o than $20 aill1011. A lou of tbio .apitncll 
could euily bs repaired in liON daf .. 1ble W&JII • 
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Jl!cor-'dat1ont 

1 . It u reoomeenc!ed, 1n tbPli&ht of preeent o1~teooee, 
that appropriat e action be taken to MintaiJI Canada •s cold. 
and u.s. dollar balanoM at not leea than about $)00 111ll1on 
and not more than about tJSO 111ll1oll1 aDd. that the secretoey 
of the Treaou.JT keep the Cba1run of the .&ur.l.cm section 

213 

of the Joint war Product ion Coa.ittee intolW<l as to the e1ze 
of t hese balances and tha •cn1 tl.lda of action needed to be 
taken by u.s. GovemMm proour.ent apnciee, through tbll 
cancell1.D& of ordera 1 the plac1Dg of ordars and/or tbll llllk1ng 
ot ad:rance ~to, to Mintoin tbll .. bold.ings '111th1n tho 
above l.Udto. 

2 . It 1• reco.-nded that tor tbl preaem, Canada•• net u.s. 
dollar proceeds froa aeour.l.ty ealu be oonaidared outside 
ber U.s. dollar exchange reeerve pro'f'ided tboy are to be \lied 
'llitbin a year to redeem .atur1Dc or callable eecur.l.tiea pq­
able 1n u.s. c1ll"lWIC)' aDd. provided .fUrther there u no eub­
etantial relaxation of Canada'• f oreign exchange control nor 
a eigniticant .aditication of her iaport policy '111 tbout prior 
consultation '111th th1e Govera.ant. 

J , It u ree-ded t hat .ator.l.ala aupplied to Canada and charced 
to the Un1 ted IC1Dgdom under Lend-Lease be l1111ted to tboee sooda 
which retain tbe1r identity throush the p rocess o! production • 

• 
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