
Mi::lORANDUH FOR THE SECRETARY 

Fr om: Mr. Blough 

I n aocoruance With your request , I am rt~e~hing 
~he fol lowing ma~!r1als with respec t t o tne Treesury•8 
pos~t lon on collection at aourco : 

(1) "Memorand~ RecarG1ng tne Pro~osed 
Revenue Pr~gram ,• Nove~ber 5, 1941 . 

(2) Me:llorendum t o the Secretar y from :<r. Bl ough, 
dated Nove~ter 13, 1941, regarding 
"Conference With me~b3r& of the Ways 
and Means Comx.1ttee , We~~esday , Nove~ber ~ . 
from 3 to about 4:;o p. m. " 

( 3) "Stateoent of Secretary Morgenthau be tore 
the WAy s and l~eane Oo>nonlttee of the House 
or Representatives ," !larch 3, 1911.2. Your 
referencee ~o ~?llect1on e t source are 
~~~ta1ned on pages 7 o~a ! . 

(l• ) "Income Tax Collection a t the Source: 
Statea.ent or R8no.olt~h .:: . Paul. ... 
May 20, 1942 ." Hi e reference to the 
rote or w1t~~oldln: op~~~ra i n n pare­
graph on pege 3· So tar ac I kr.o~ , t~~s 
le as de~~1te a state~~nt a& vaa Qade 
r5gard1ng the w1thhold1ng ra te, 
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.o ........ l, lM1 

n.a I _.,. Mtero tiM •-•• :rt.Mo o-ttee 

oo Aacut 8, lMl, I pola- nt U.~, 1a tM l itlot ot 

rapl41T oMDclac ooa41Uoao, \IY aU-t bfllllo procru 

vnl4 -•oottoto aU-\ ...,.Uoa, U.t -lt. -• row._ 

Ynl4 bo roqllireol aot OlllT to ov_.... tiM,..,.._,,, 
thoal pooiUoa bat •-lall:T to •tatola ooOilOala oto\UUr 

u4 pro•oat 1WlaUo..,.r prloo rhoo •tall tllroat• to 

hu•oo tho aoo\ of tiM 4otnoo Jll'-u, 'llll'-laaao tutl:7 

1rQ4coh, aa4 oericnaal:7 4to-\ oar ooo-o lito, • 

I.\ \lt.ot Uao 1\ appoareol \IY\ oarl:7 ill lMa vnl4 \1 

oooa •aoacb \o pooo \IY JMX\ -Jar ;:......, __.,, loa\ -

1\1147 of \IY rap14 4owal_..\l of \Ill poo\ t• aoatho IYo 

00DYiDOI4 ao \ha\ t.al41a\o pol- of altou\ ... 1 \tlltOD of 

a441Uoaal touo -·• oollooUoa WOG14 \acta J~ 1, lMa 

h 1-aUYo it WI aro \o &YOU tllr\lt.er lotlaUoa&r7 JII'IOI 

r1•••• 
Prtoo1 haYO boa rtotac rapt4q, ~ ooo\ of liYit~~ 

to tho UaUeol l totoo hao rhea ,..., Ill J*'OIIl\ 4vtac \lt.o 

lat\ tho 11011\ho. ( ••• a\\a0he4 ahar\ 10oot of liYlDC all4 

••loo\14 Ullll, 1) flt.o ba4c•tlr7 aa4 oooaoato ot-U••• •toll 

faoo u 4vtac \lt.o au\ tow aoatho \llroa\oa oUll hl-'>or aa4 

aoro rapt41T r h tac prtooo 'lllll••• wo \lito o\op1 """ to ... , '!! 

\ho JII'Obl•• 

'fU 714oral Oo .... _, will opoll4 about fliO lltllloa 4vtac 

\bo oaloa4ar roar lMl , flt.o F••oat proopoo\ h \ha\ ta 

oaloa4ar 1M3 wo oll&ll opoDL $37 \illtoa "' aoarlr \Wtoo u 

"""h •• ta oalaa4ar lMl , on.. whole of \lt.o taaroaoo will bo 

ta 4ofoaoo opoll4tac wbtah to upoo\14 to roaoh ow• f30 \Ulloa 

t a oalo114ar roar lMa, 

1oM of \ha taoroaol4 opoll4tac will bo ooYOr14 117 taoroao ... 

rlol4 troa \lt.o ... touac '"" o\rao""'o' Ia oaloa4ar lMl ,. 

•hall oolloo\ appl'ost•\11:7 f 9 ,& \illtoa. Ia oaloa4ar lMa 

vo _, to oolloo\ a\ou\ fl6 llillioa troa JII'OIIO\ \u.oo, 

'rha\ will li&YI u a 4etiot\ (llof•o ooUtac aot4o ol4-
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.... ...., .. ) of • 21 .. Ulloa ao oo.piii'M vi \II a"oo1a• • 10,11 bUUoa 

1ll oaloDOiar lMl , or ~co oo .all, ~\ IJOCJ'O&oM """'07 1o 

co1DC ou\ l a w \llo haa4a of -plo wllo, tor \lie ..... part , 

aro cot-e w V7 w ~ coo« vl\11 n . !'llq aro ""' coiiiC 

\o bo a"olo \o co\ \lie poAo. Wo oro ao\ tar flooa \lie top of 

ov.r ""U oaal pro4'0G U oa tor \lie ..n FOOl' or oo. Wo ollall 

aoo4 all ot \lie lau••• la pro4ao U oa we oaa p\, a.t .., ... , 

tor t ofoaoo. !loa\ -• \!Ia\ \llero v111 ... looo ol..UW 

coo4o l an \baa aov t or -lo \o ~ vl\11 \llolr croa\}7 

l o.or .. le4 iAoOMI • 

I t we 4o ao\ 4o oo .. \111-c 4oolo1YO a...,., \lllo pr-\17. 

tile ooo\-ot-llTIIIC oUuUoa t.laroa\aao \ o co\ 8JftT hoa u •• 

H 414 4111'111C \be tlro\ Wor14 War , 

1\ olwNJ.4 ao\ ... MOOO&ar7 \o .. a U oD \lie "01'7 OOI'IO'U 

on lo ot latlaUoa a.t \1M croat ~-· of ,.._,l"C u . 
Wo oro all t aalllar vl \II \1M ft7 la Yllloll 1\ -.....uao \be croa\ 

"oa1lt ot \lie ~\loa, 11101'1141-c \1M 1 ..... , 11100 .. cr-·· 

t 1...,.,1a117 oa"oarraoooo 1\a\o a.t 1ooal '""-'-• liiOroaooo 

t ile coo\ of 4etoaoo •\orlalo, &1""" oppol'ftalUoo tor 

protUoor~~~C &M o\llorvloo llaru aM 4oaoraUsoo \1M - l o. 

Wile\ I voul4 l ike \o o\rooo lo \b&\ vo -...,. roao..a \be pola\ 

VUro YiCOJ'01lO 110Uoa 1o ...... aov - vl\lloll\ 4olq - lt VO 

ar o ao\ to ~~e.,, aa aooalorat.t, 4••-U"• latlaUooar7 

prloe r 1ee. 

tho ... .,. 1o ... lac pa14 n\ ....,, lt \be \asoo oro \o 

bo1p ,...., •• , prloo laor ... oo \llq ... , ... "-•o4 a • oaoo a.t 

oolloo\o4 oarraa\}7. 

U\or a cr•\ 4oal ot o-, vo !left OOM \o \be ooacl'lloloa 

\be\ \be alai.aa of tasoo \be\ oloo'lll4 ... "-""' at oaco -

colloc\o4 O'llJ'J'aD\}7 .. a&laaiiiC l~ 1 , 1M3, \o bol4 4ova 

\bo cos\ of l lTlD&, lo ... 11 U lll oa . IL Ooacrooo ro4uoo 110a-

4otoaoo opaMtac, \ll.o a lDlsooo ..- tar • .., tasoo vlll bo 

ooawlla\ .......... . 

tho ... 11 U 11loa lo aa __ , Glob oloo1ll4 \o I.Jipoo .. a\ 

oac o \o ooa\ral latlaUoa. llqoa4 \lllo we obal.l, ot o"""''"• 

aoo4 a , ..,_ procraa lD 1M 2 t ,r tlocal JI'II'PI•••· - wi\11 

... 11 .. Ulloa -• of tasoo \1M 4otloU lD oaloa4ar 1M3 will 

•Ull .... 1&. 11 \ U lloa, aa _, Yllloll w obal.l ll.oft \o \arrow. 

'fo ltoep &7 tlaaaolac pro .. 1oa a\ _ .. 1• l ..,olo &M to aY014 
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\be d.1fl1cnolU11 u4 4ac•e of hip 1Dt•oot cbu'po u4 

an 0 ... rwbela1DC 4ob\ att• \he ,... , wo ohcnold. l.DDr .. oo 

\&Ue onll 1101'1 thaa lo 1D41cato4 \o &Yo14 illflaUoll • 

. u \bit u .. , -·•· I ohall 11•1\ rq _ .. u ou t o 
anU-1nflaUoll&l'J ,.,. .. wlolob ebcnll4 'bo illpooo4 at 01101 oo 

\bot collootio~> _, 'bocil> Jumary 1, 1M3. n., aro tu11 

which v Ul ¥1\IIAraw pvoboo111C _.,. hoa ooa-• 'boforo 

1\ 1o OJIOAto 

!bo flrot rooo-oDd&UoZ> for mU- laflaUoll&l'J tuaUoa 

1e tho 1~ooltloll of • aov .appl ... lltal'J t&z Oil 111t lllCoao 

\o bo v1thbol4 a t tho eouroo Oil aal&rl11, WCII, 41Y14oll4o, 

'bond lllt.,. .. t, u4 olallar u ... aD4 oollocto4 qur'-'11 
\hrO'Q&bout the roar oil otb.,. il>coMo. !hell tu11 vvul.4 \blu 

bo collooto4 illoofar ao po11i'blo ll.ll:o tho p&Jl'oll ""'"' 
'!'hoT wcnol4, bowOYor, hon p•oo ... l ox-Uou 10114 oro41 to 

t or 4epall401lh. !lao oappl ... lltal'J w1thbol41DC tax vvul4 'bo 

4o4ucto4 hoa llot l llOoM ill ooapuUJI& \he 1DCoao tax. 
Jeoauoo of \bit 4o4,.,Uoll aD4 'bocauoo of tho p•oo~ ox­

tllptiona ~ incrM•• in effeotl•• rate of taz. vcrGld zan-• 

bo u hlp ao tho otat o4 rate of tax, ~or -lo, if tho 

rate of thie Yitbbol 41DC tax YIO'e 111 peroat aD4 \he RhUDC 

poreoul 1DCoao tax u-Uoao at t7150 for o1QClo peroou u4 

$1,&00 f or ...-r1o4 C011Plll , with t400 oro41t for oaoh 4o­

peD40Dt ••• allowed., a ...-r1e4 C011Pll with 110 cbll4rlll aD4 

$2,000 of l.DDoao woul.d. hoTe \holr ooa'bl.ao4 vi tbbol41.Dc u4 

1Dcoao tax I.Jlcraaoo4 hoa f42 t o tllO, or tsa acre, wt.ioh 11 
OUT 3.4 peroat of \he tz,ooo lila-. 

•t tho raho u4 with tho ox-Uo11o lll4lcate4, U 1o 

.. u .. te4 thot at pr11at iuoao lnolo, \he w1tbbol41.Dc tax 
vcnol4 ;riel4 .-117 about • • • • • • • • • • • • • • • $2.1 billlo1> 

It 1o rooo-oll4o4, ooooll4, thot tho P&Jl'Oll """ for 
ol4-qe aa4 ni"TlTVe' 1JliiQ1'aaoe 'be 1zaor••14· the•• tue• 

are at tho ):r11nt Uao iaPooo4 at a rato of 1 perooAt oil 

eaplOTel'o 10114 1 p•cat oil ~.,. .. aD4 aro oobo41llo4 ta 

rho Oil I~Z~Mr7 1, 1M3 to a perooat oa -l•Jel'• aD4 a -­
oeD' oa -.ploT•••• !he rtoo...-.,ion 11 '-bat \hie t.Der••• 

'bo ae4o olll 7oar ooour tbaJl -• oobe41llo4. h wlll 'be 

rocalle4 thot DO iaor- _. ae4o oa I_, 1, lMO -

H -· or1c1Dall7 ool!oA.Ialod.. 
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!he lloc:reaoo la W.Z ......U ;riall. ar1ac lMI lloc:r ... e4 

r eT..W of •PP'o.a.t.&\el.T • • • • • • • • • • .. • • • to.t "1lllea 

I vnlf. UJot W otrooo \ho "~~'7 crea\ ~-o el 
••~•l.S.1ac IUI4 paoolac ~oo ""' ..., 11oc:r ... eo •• -· 1a 
or411' \ba\ \he 110JM7 - 'be -. ft\ of \he bulla of oo .. 
,,...,., before H oaa 'be _, "' ~. U.U r-1ac \lie t.a­
t laUoUI'7 Ftl..,..o of~ 1110r •oe4 4el•oo u;paa41.,.oo. 

JWU.., 1\ h r--114 ~' ao oooa at FaoUoalllt, 
\ho Sooial •-u7 hc41o JII'Ocru r~Uac w \lie -loa 
ot onll'aco tor o14-aco IUI4 .vn ..... o• 1 .............. aat ~07-
• .,., l ll ..... &IIOO qa\- ebn14 ............. be ...... vl\h 
r11poo\ w __ 1_,_\ lanir&IIOt U..Ol .,.o aa M41UIM1 
1 poroea\ w.z oa \ho ~qooo. 

!he o•b1ae4 ottoo• el \hoot oloupo ......U llo w la-
crttto \Ito ro.,_.. "' -·xi-.~ . . . . . . . . . f l . O lllllloa 

!he •""o aaU-latlaUo..,.7 -o r- • t4 fOI' t.. 
po ol \loa .. oooa ao poooilll o vo..U ;riall. a w-.1 1-eaoe4 
r•• .... of • • • • • • • • • • • • • • • • • • • • • ..., ~lllioa 
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COST OF LMNG AND SELECTED ITEMS 
Jun~ 1939 • 100 I 

19 3 '1 1940 194 1 1944! 
Ret: NT 

CENT I I I I I PE I 
112 

112 r 
108 

I 
Con of li11ing y 

104 
I 

,_/ 
/' 

~ -
lA I 

108 

00 

120 
I 20 

116 

Food~ 
I 

I 
112 

I 

108 
J I I 

A ~lothlnr3--t 
104 

I 

I j y V .£<Rene. light 

1 •• 
J and Heat 

I 

I\ Howe/told Futn~lhing• 

96 I • 1 

and Mi"ellaneou• 
1 I I ' 

' I ' I 

16 

12 

oa 

04 

00 

C· 4 1S 
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........ 1,, 19'1 

fOI ftle leON..., 

r~• •r. 111-.k 

hiiJ•••• Oollfonaoo wtua MIIMN ot •~ao 11111• u& 
..... c-1 .......... ..., ........ 5· 
, ... ' ....... ~1)0 .... . 

ftl MoUat .._. pleoo 111 11ooa 1105, ... louo 
Ottloo hll&l... Pnooa• •• uao •• u.,, r ... •• 
rr. • ...,. "" .. _..., ..... u. ............. _ 
'&l'f lalllna, ... kn .. , ...... 11...-. c-1''" 
•••Mn 'nooa• tao1 .... GMt .... hqlltoa ...... ON. 
Ooor.r,uua, .Dl-J, hok, Wo••· "'""-· ntl, .... ,. ~~. ~ ..... ,_, .. .....,,, ... 
Oorlloa. 

Clllali'Ma ..._, .. 181& ua.• ... , ............ 
llo a.4 'llooa •• ... ,...., .. .,.., ...... ottloo aal ••• 
'hi IIONtur a..& IUillt ... a p..,.ao1 •• t1M11 wblA 
'lao Clllal- ......... allelll& 'llo .... , ...... all .... 
•••'lion at uae a..u• .. •• .... , uao ..... ...,. ... uaorw 
•• JINMat Ule ., ... to Ulell ... tiM' uao Clllalnaa lie& ••liM .. 11oft U pn_ ... ta Ule - .., •• ta Ulo 
Mnt.,. 

a. ...,...., tua ntlt ... , ... pnn• ..aa •• 
llo ......................... liMP ... lD .... -
1 ...... pola ... ed Ull IIIJIOallhnlo taDI aal &1t11U1 
tor 1t'1 ... 19'1 ... 181& .... , till 1111 ahnl& lila • 
.. tllle _U .... - 1Mn1HI lD Mit at U9l ..... 
prtooo .. , uo ta111a1 plaoo ... 1111 r ... ua.• • oort­
lanau .. o&ld.lar .. *'at tM WorU 111r porlo& -u 
NnU. .. pola ... •• t~~o• Ull C .. llnl, powr 11bloll 
JIOOJI11 weal& ...... ...-a weal& 1!5 .. 10 M1U• an•"• , .... , .. ol'llUaa ,..ao •••Uoll ....... , 
prlll 1'1001 WN .... I'UIIIIJ 1 ... 1 .. '1110 •1111 1-W .. ••• , ..... •• .. *• •• ,,. ,... .... ,., ....... n •• 
tor WI NINO portlnlulJ ..... Ill Wll ftiiiiU .. •• 
'Ill• '* ua.• ,....._ ... aoUoa 'llo .... ".,.,.,, a'llnt 
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••·5 MUloa et MW ..._. te .., ., pV'tna::,:•••· 
1e baa "" ,._ * -ru&• tM plaa " ,., 
\be wu..-ut .. tea, , ........ 1a eu-... , • ..,..... 
••••• aM NYhloa et tM ....,~e,_., la.­,,,._, 

fte prepeNlo te N'fho Molal llfti'U7 retMf. 
a ,..., .. al ot &1-••••· ... Geoper ••U. a ....... 
ot , .. ,,toao '• aate oloar , .. , ta. 11 •tllloa etewa 
•• , ........................ u ............... .... 
aa4 la ... ooe he _,lo,..it lal ... aM tea ., 1 ,..,. 
•••• 1lft1A lnolft •' •rolr a rote ,_ ... te ••­
' hh _,, ... , a R'MteaUal ,..,llloa et .U IJiha, 
n ne pet•••• "' , ... , •'-' 11150 alllloa alpt eo• 
r ... a. ta-M 1n .-. tea rote •• .... , u. ... , .. ,. 
... u llo .... ._. tree tiiiO oateaetoa ot ...,.,.... u4or 
ol4-ap &114 ""'""' lu ... aM ... -oplo,..., 
,., ... ..,, Oeul4oN•l• hoottll'J '• 'bo eoatal 
OIIU'l')' prapu .......... , ... Uno IMW _,a 
au'Mr ot ,..,lo tlla' lt , ... q1101Uoa ot """'., a. 
''"• - ., u wwl4 tnalft a ., • ., 1 ... JtOrla4 ot ...... ,, ..... _., .... u ••. 

!IliON tollowo4 aa oaolla.,. ot "'"' llotnoa 
lr, '" .. .., aaA ... o..,.r NpMlq .u aotha4 ot 
JroaMve wlalob •••14 'M tallne4, ••· frla4•J JN­
tomq aa :r• ,.~,. 1110ar.._ ., wtsta u. ..... ,.., 
... u ,..... lila •lno, wtsllo ... Oeo110r pretorrot 
aa oanun Maotoa ., ntu •1110 o-tn .. ••14 
.... , ... tile paerel n•J••' ta ""'"'• • 

... ~Mart._ M14 1110 ... w ••- troa U.. 
nuo ....... , tMN ""' -. ao Molal Movt'r 
Nt ... ....... proM.W 111l111 ta. tu Mll 1101 a4or 
M ........ u... .. ..... , lt .... , ....... M ...u .. 
.... , ...... a-lUoo a..u .. alll0a4 ... .. 
loorotur•o ,..,.oal., 11 Ml4 lie w 'Mea tor a. 
2 aa1 1 ,. ..... •'-• tor ola-a., , ........ MteN 
OM .. , tile ,.. .... latlaUOUI')' lltaoUM rMateree4 

hll "'"· 
... '-' .... .,.. .... llluelt ... , .. , aar Mll 

, ... , Mrrte& .., tea • u. ..,lerer ... oal4 .. , 
, .... lfft14 'M a ataerur ..,.,.. oa aar ••* "11. n 
••• ,., ...... , to IIlii .. , , ........ ...,. ... ... 
.~ .. ...., 1, 1,_., Uor ,.. ••• , t.. .. ...... , ...,.. 
,., to .. , .... , ........... 
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I 
I 
I 

I 

I 
I 

-)-

lr. O..,.• ftl ........ , .. U..t u. ,taa, 
pUUftlal'lJ' AI h ..., IH.,_ •• .. , pOI'U tW 
to ,.., .~ .. lJ .......... Wltllba•l ,.... .. 
w.p ........... , rna u. pn,nater -u .. , 
be • tllwlatuUoa ..U•It U. ..,. aanar, 
Mr. a.lUna 101t a......._, U.t Wl'*Ulac •• 
nallJ lle1ptll1 to u. .... •ana• lMtt Ill'. Olope• 
4ouliW ~t. 

Qallttoa &POlO ... ..,., .. the 1tt11tlYI rate 1t 
till '-a, .... 111111Yaa No& ·- 1tt11UYI l'ltOI h 
tile o-tUaa. lr. Dotlllltoa IOU tllet .._ 1~1 ta­
•- "- ... lalp ......... , ,., •• ,..... flltl 
aUt Uon to \!» 19'1 to WO'd4 II&H to be ,at& ta 
1,-2 a110, Ulu 4n~t .. tM lMtNoa. llr. a.11haa 
pataw nt U.t Uat• WM14 llo trw tor all ,..,. 
all4 aot oii1J ta 1~1, 11a10 tM Nplar ta-o to 
ll at .. , •• , ... iolai ... , "' .,.., _...., ..,..., 
or t.IIO tu ... MIOIIII'J to ctn till aau-tanut_.-, 
ott•"· 

llr, Cleepar aalt Ill 10111& 101 aow tatlaUOMrJ 
prt•• ooa1Utetot a to, It t.IIO PN.,.. ll ottoo­
Un u. tupe.ron wtll lloMttt 111 tile 1oac ..... 
••· hok •••at llo• •oh ta.. prt• 1nol wn14 C •11 
tr t!llo .. N ut 4o... ,.,., 11np o ... oanrot 
palat oat 1oao ot tllo taotore 111Yo1n4 aM t.IIO npar­
toa• tvtac t.IIO 1ut ar, wttMat ctYL• a ttpn, 

... lnt- utt a.. wao tllhrllot abeat t.IIO ..... 
patt M _..,1u JII'OJO .. I. .. aatt M wll14 Mt "" 
tor .., _.. tau• ••n ua utoa• oua 111 W llooa 
AAIItiHt, le lalt ......... 01' 0 Uokhrolltp ot 
1&ltor ... Ulat U.N ll --- Motl.OII ... ,0 1& Ulo 
.,. ..... at ,_.111 _,. 

,.,., •ntntf .._.,, ... *' lUper tun .. lilt 
apoot 'If evoea 11'111 tu .. ,.. .. -u atrtu •• 
••• wp tile ... , .,.sa ta toea. llaNtarr •rso•U.. 
tttta"" .... .sa, ....... , .. tlill Ytaw U.t tlill tu 
Pl'l .... -U - laaa ltrlii:OI 11- tatl&UOA&I'7 
111'110 rllll Nalllt 1'1 atrl .. l allll tiiA tuo1 wault MU 
......... prliA ..... . 

.... Ill_, ...... lt .... :.r. .... 1 ....r•o•-··· 
1:11110 ....... )Ooa ........ • 1M ..... ...., ... .. 
that lltpar ""' oa ae .... Mlla, Nttoa &1111 oU.r 
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~!r•te JIM '-•• -see ... '-' tM o•et• tuea 

Moa eoatl_. .. tMt ll .. of, ....... Dl ... 7 
......... ,., ....... t ................. , .. tea 
wo•l4 Mlp la tatlatloa eoatNl • 

... DloM7 tMa aalla• ._ tM Pl'loo PN•tn 
.~a .. t• aot M •PPNM~~M •tnot17 laotoM of tlill'oqlt 
...... fM looftt&l7 Ml ..... , ... tu ,..,.oat. 
won ..u wttla tM ,._ la •t• ta.t tMn ... u ateo 
11o a otroac prloo eoatnt •111 • 

... DhM7 ......... .,., .....,. .... Pft& ••t•aoo -.. • ..,. pat• lator • 

... o.r1- .-.. -. .... tt 01117 .. wtta~~~etuac 
................. WMl• ... , ..... , ... 10 wttllnt .... 
IOOlal IOOU'lt7 oh•po. fM lo0ftt&l7 oat• tllot lf 
wo OMt• .. , ' ' "u' .. rroa .._, ....... u.. affaot 
wolll• M .. ., ..-.. ... aut ... ,,_.,..,_. .. ,.outoa 
.. u.. ,..,.oa1 for NYlolac tao ooolal eoovtt7 ''''"· 
,,. .. .,....,., oat• 111o JIM -.o lkt all or tao •Uon 
•P 10 •• •• to ..UI'Ill• Ulo loolal lonrttJ .loaN•• 
pHpu ., ,.usac -tltlac oleo alleM of 1 '· 

... loalo' aaM •'-• • t1ao lllclhll ''''" of 
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Statement of Secretary Morgenthau before 
Ways and Means Committee ot the 

House of Representatives 

March 3, 1942 

the 

I am here to offer my suggestions as to our 
first Revenue Act of the war . I hardly need to 
emphasize the seriousness of the occasion. The 
task before us is to decide how this desperately 
serious war is to be financed and how its gigantic 
cost is to be distributed . Economic and social 
condi t ions during and after the war will depend 
to a large degree upon the courage and wi sdom with 
which we attack these problems now. 

To defeat the strongest combination of enemies 
in our history, we shall have t o spend on a scale 
for which there is no precedent. If we are to equip 
and transport fighting men in sufficient numbers to 
turn the tide, if we are to furnish the weapons to 
the men who are doing the fighting, we shall have to 
use every ounce of our national energy and mobilize 
every possible dollar of our income. The President 
has announced a program involving expenditures of 
$59.000,000.000 in the fisca l year 1943 . We shall 
have to tax in accordance with the magnitude of 
that program and in accordance with the seriousness 
ot the position in which we stand. 

The President 's Budget Message i n January called 
for the raising of $7, 000. 000. 000 in new revenue from 
taxes, together ~ith an addi t ional $2,000, 000, 000 to 
be obtained from the social security program. The 
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unprecedented suM of $39.800,000,000 will have to be 
borrowed in the coming fiscal year , even if the new 
Revenue Act fulfills the President ' s hopes to the last 
dollar. I should like to urge, therefore, the adop­
tion and attainment of the goal the President has set, 
not as the maximum but as the very least that the 
American people can afford to provide at this critical 
time. 

Our task is more than the raising of a huge 
amount of new revenue. I t is to make the tax program 
an instrument of victor y. It is to frame the new 
Revenue Act eo wisely and eo soundly that it will 
facilitate the maximum production of war materials, 
hasten the mobilization of our resources, strengthen 
the unity of our people for the waging of total war. 
and prepare us for the new economic and social problems 
that will face us when the war is won. 

This means, first, that the new Revenue Act must 
help to check inflation, for nothing in the economic 
field can interfere with the war effort ae much as an 
uncontrolled rise in pri ces. An inflationary pri ce 
rise i s a source of grave social injustice. It under­
mines morale and impedes war production. It strikes 
at random without consideration of equity or ability 
to bear the hardships which it i~poses. Once it has 
acquired momentum , inflation is extremely difficult to 
control, and leaves a heritage of poet-war stresses 
and strains that will haunt us for decades. 

Today we are confronted with a grave threat of 
inflation. Prices of food today are following pre­
cisely the trend of the first World War ; prices of all 
commodities are rising at a somewhat slower but never­
theless disturbing rate. (A chart showing these trends 
is attached as Chart 1. ) Unless effective preventlve 
measures are taken by all the means at our command, we 
shal l have a t apid general increase in prices, with a 
r esultant rise in the cost of our war effort far beyond 
the figures now contemplated. 
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The way to prevent inflation ie to preYent 
people from engaging in the futile effort to buy aore 
goode than can be produced. This requires, first of 
all, the continuous and wi lling cooperation of every 
man and woman. It also requires a comprehensive and 
integrated program of anti-inflationary measures, in 
vhicli increased taxee and increased savings are essen­
tial parte. Price control, rationing, and the regula­
tion of consumer credit are other parte of such an 
integrated program. 

It is important for us to remember that all these 
controls are interrelated. The devices of price con­
trol, allocation and rationing will be aore effectiye 
if taxes and savings are increased. Similarly, the 
effectiveness of the fiscal devices in preYenting in­
flation will be greater if price and coamodity controls 
are used. 

We should, therefore, tax eo as to withdraw the 
greatest possible volume of purchasing power at this 
time, when money incomes are high and the quantity of 
goode for civilian use is shrin~ing day by day because 
of the demands of our war effort. 

A second obligation, second pressing duty, ie the 
need for severe economy in the operations of Federal, 
State, and local governments. The anti-inflationary 
purposes of our taxing and savings program will be 
defeated if, at the same time, Federal, State or local 
governments indulge in unnecessary expenditure. 

Ae you know, I recoaaended a few months ago the 
saving of at least $1, 000,000.000 in Federal expendi­
tures which compete with war production and add un­
necessarily to the volume of purchasing power in the 
hands of the people. I recommended especially the 
immediate reduction of expenditures on highway con­
struction, rivera and harbors, non-defense vocational 
training and Federal subsidies to keep up the prices 
of agricultural products. 
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Since then some economies have been made , but 
a large field for economy remains, not only here in 
Washington but in the operations of State and local 
governments. I should like to urge once more that 
real and substantial economies be made aa a corollary 
to the new tax program. 

I do not mean that we should economize on the 
health and strength of our underprivileged, f or that 
is no economy at all; but I do mean that we should 
save in subsi dies to those who no longer need Govern­
ment assistance, and in non-defense construction 
proJects which can be post poned until the war i s over . 

I have spoken of the need of checking inflation 
and the need of cutting non-essential expenditures i n 
financinf the war effort; I come now to a thi rd and 
most ins stent need that should govern our wartime 
fiscal program. That is the need of holding f ast to 
the basic principle of our tax syatea, namely , that 
taxes should be fair and non-discriminatory and im­
posed i n accordance with abili t y to pay. The cost of 
this war will have to be borne by everyone. It will 
be borne willingly and cheerfully if the princi ple of 
abil i t y t o pay is followed. 

In terms of the new tax pr ogram, this principle 
means that special privileges in our tax laws should 
be removed. I t means that taxes which cannot be ad­
JUSted to differences in income or family responsi­
bilities, such as general sales taxes, should be 
avoided. It means that undue profits should be re­
captured wherever they occur. Unreasonable profits 
are not necessary in order ~o obtain maximum production 
with economical business management. The countr y will 
not tolerate the retent i on of undue profits at a time 
like this , when mi l lions are pledging their very lives 
to save and perpetuate our freedom. 
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All vill be expected to bear their fair share, 
in the higher and lover income levels alike. The 
recommendations vhich I shall nov outline to the 
Committee vill involve progressively increased taxes 
throughout the vhole range of individual and corporate 
income nov covered by our tax lave. 

1. Individual Income Tax 

The individual income tax is the best available 
type of tax based upon ability to pay. Its rates 
and exemptions can be adjusted to the size of personal 
income and differing family responsibilities. Further­
more, it is a direct tax. I t f alls vhere the Congress 
wants it to fall. 

I recommend that the individual income tax be 
changed to yield approximately $3,000,000,000, or about 
sixty percent more r evenue than vill be yielded under 
the present law. 

In recommending this amount I have had in mind 
the tact that the great bulk of tax increases under 
the social security changes vi ll also fall on individual 
incomes. In accordance with the President's views, I 
!eel that the social security program should be expanded 
both as to coverage and as to protection, and that taxes 
for this purpose should be increased by approximately 
$2. 000,000,000 a yea.r. I am not making any recommenda­
tions vith regard to social security taxation or bene­
fits in cor~ection with this bill. but changes of the 
magnitude indicated should be kept in mind in planning 
the tax program. 

As for the individual income taxes themselves, 
I am suggesting a substantial increase in the income 
surtax r ates throughout the scale. I should like to 
give you a few examples t o show the effect of these 
increases on typical incomes. 
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A single person with no dependents, with a 
net income of $3,000, pays $221 tax under the 
present law; he would pay $470 under the suggested 
schedule . A married person with two deoendents, 
and wit~ a net income of $3, 000, pays $58 under the 
present law; he would pay $118 under the suggested 
schedule. 

A single person with no dependents and with 
a net income of $10,000 pays $1,493 under the 
present lawi the eugfeated schedule would call !or 
payment of ~2. 720. married person with two 
dependents and with net income of $10,000 pays 
$1,117 under the present law and would pay $2,143 
under the proposed schedule. 

The accompanying chart and tables, which I shall 
now submit to the Committee, will show the rate scale 
and compatative effective ratee of tax under the 
present law and under the suggested program. (Chart 2 
and Tables 1,2,3,4.) 

You will notice that these proposed schedules 
involve no further lowering of the pe~aonal exemp­
tions, which now begin at an income of $750 a year 
for a single person and $1.500 for a married person, 
wi th a credit of $400 for each dependent. The 
exemptions were lowered i n the 1940 Revenue Act; 
they were lowered again in the 1941 Act, and their 
value has been reduced still further this year by 
the r ise in the cost of living. Although single 
persona with lese than $15 a week and marri ed persons 
with leas than $30 a week do not pay any direct 
t axes, they already pay a disproportionate part of 
their little incomes in indirect taxes of all kinds. 

Moreover, a further lower ing of the exemptions 
would yield a relatively insignificant amount of 
revenue !rom the earners of very low incomes. I! 
I felt that the expenditures of this group added 
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materially to the danger of inflation, ·I should 
not hesitate to recommend the lowering of the 
exemptions in spite of the small amount of revenue 
that would be produced. Our studies at the Treasury 
indicate, however, that the very lowest income 
earners have all they can do to feed and clothe 
themselves and their families. Their buyinf habits 
are gover ned strictly by the need of mainta ning 
nutrition and health, and I cannot recommend a 
direct tax upon them until we have exhausted every 
possible source of revenue f r om those who enjoy 
higher incomes. 

Because of the threat of inflation and because 
of large increases suggested throughout the exist­
ing rate scale, it becomes essentia l to aff ord 
a more convenient method f or the payment of income 
taxes. The beet available expedient for thi s 
purpose is a provision f or collecting at t he source 
for those incomes that ar e paid periodical ly, 
including wages, salaries, bond interest, and 
dividends . 

To start such a system immediately , however. 
might cause considerable hardship to taxpayers 
because of the substantial increases they are already 
called upon to pay during the year 1942 as a result 
of the Revenue Act of 1941. On the other hand, if 
the threat of inflation makes necessary substantial 
speeding up of tax collection, we cannot afford to 
postpone collection at the sour ce. 
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Since it is not known how soon i t may become / 
necessary to speed up tax collection to check infla­
tionary price rises, the Secretary of the Treasury 
should be authorized to begin the collection of income 
taxes at the source, at any time and at rates within 
his discre t i on up to 10 percent of wages and salari es, 
with an a llowance for persona.! exemption and credit 
fo r dependents, and up to 10 percent of the full amount 
of dividends and interest. This wou ld not be a supple­
mentary tax; it would simply be a means of collection. 
It would furn i sh needed flexibi lity in r el ating tax 
collections to future economic conditions . 

2. Cor ooration Taxes 

It is recomm~nded that additional taxes be raised 
from corporations in the amount of $3, 000,000,000, an 
increa.se of about forty percent. 

A subst11ntial share of the increased corpor!l.tion 
t ax should fall on excess profits . Taxes paid from such 
profi t s have less disrupting effects on business than 
taxes which ar e general l y applicable to a l l corporate 
~arnings irrespective of the rat e of return. A t ax which 
absorbs excess profits still leaves the corporate tax­
payer wi th a sufficient margin of income for dividends 
and safety. 

On the other hand, a t ax which dips too de~ply into 
the i ncomes of low earning corporations may ser1ously 
a!~ec t their debt-paying capacity, if not their very 
eu stence. 

It is suggested that the maximum rate of .the excess 
profi ts tax be increased from sixty percent to seventy­
fi ve percent with corresponding increases in the lower 
rat e bracket s . 
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The proposed increases in the excess profits 
taxes have the additional virtue of recapturing undue 
profits on war contracts. This method is f~r better 
than imposing profit limits specifically on war con­
tracts. The difficultie s of segregating profits on 
war contracts are very great ana involve personnel, 
expense , uncertainty and litigation which we can ill 
afford at this time. Moreover, it is almost !~possible 
to determine what rates or profit on cost or sales 
would be equitable unaer the widely varying special 
circumstances confrontlng different industries and 
contractors. 

With rates of this magni tuae it is increasingly 
important to have a fair basis from which to measure 
the profits subject to the excess profits tax. In 
aaoition to the many provisions in existing law to 
aaJust earnings of the base period to take account of 
unusual circumstances, it is suggested that further 
relief be afforded where the earnings ot' the base 
period were abnormally depressed. 

Other changes in the excess profits tax law should 
also be made, some to eliminate defects which have been 
brought to light in the operation o! the law, and others 
to eliminate unnecessary .hardships. These cha.nges are 
of a more technical character and will be presented 
later, at the Committee 1 s convenience. 

There should be no further increase in the cor­
porate normal rate because any such increase would 
result in an undesira~le windfa ll to the holders of 
partia lly tax- exempt Federal securities. 

It is suggested that the bRlance of the 
$3,000,000,000 in additional corpcrate t axes be provided 
by a special war surtax which would absorb the present 
corpora.te surtax and would be imposed at the rate of 
thirty-one per cent on corporations with incomes of more 
than $25,000. This tax would differ from the present 
surtax in that a special tax credit would be allowed 
when the surtax net income for the current year has 
dropped in comparison to the income for the pre-:-wa.r 
Period. In a further statement. the Treasury w1ll give 
the Committee a detailed explanation of this proposed 
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var surtax and the reasons which have led the Treasury to recommend it. 

There can be no fair quarrel with the imooeition upon corpor ations of a substantial propor tion. of the 
increased load of taxation required by our national 
peril. We are fighting for the maintenance of the very 
system of f ree enterprise which makes cor porate profits possibl e . At a time like this, I am confident t hat in­
corporated business vill willingly pay additional taxes 
which wi ll, after a ll, leave it i n the aggre~ate about •he same amount of income after taxes as dur1ng the years before 1940. 

In the critical months ahead our patriotism will 
be put to the acid teet . It must rise above the profi t 
motive. National war production may be tragically in­adequate if it depends upon that motive a lone . This 
is a time when we must forget profits and concentrate 
upon a supr eme pr oductive effort vhich alone will win the var. 

However, it ie recognized that very high top, or so-called "marginal rates," may leave 11 ttle incentive 
for the maint enance of efficiency in business operation. furthermore. after the war there may·vell be need for 
a large volume of expenditure in readjusting inaustry and maintai ning employment. For these r ea sons it is 
be li eveo desirable that in the case of any dollar of corporate profits the receipt of vhich r esults in an 
increase in tax beyond perhaps eighty cents, the 
aoaitiona l tax on such dollar shall be held by the 
Government to the account of the corporation and be returnable within a limited period after the war, in those cases where it is spent for new and additional 
capital equipment or otherwise is spent in the adai­
tional employment of labor . 

The uncertainties of this period also make it important to reduce to the minimum the necess) ty ~or prophesying. The capital stock ta,x and the assocated 
declareo va lue exce ss profits tax are determined largely by the accuracy of guesses about future profi t s . It is 
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suggested that the revenue produced by these taxes 
can be more fairly and less harmfully produced by the 
other taxes on corporations and that accordingly the 
capital stock and declared value excess profits taxes 
be repealed. 

3. Estate and Gift Taxes 

181 

The estate and gift taxes are imposed at the time 
of the transfer of vealth from one person to another . 
Many of the fortunes ~ich are being transferred, and 
will be transferred in the future, were built up during 
a period when income tax rates were far lover than they 
are today. It is much more difficult now to build up 
large holdings of pr operty . For this reason substantial 
increases in the estate and gift taxes should be i mposed 
as a method of equalizing t Ax burdens. The suggested 
increases are indicated in attached tables. (Chart 3 
and Tables 5 and 6.) 

In conjunction with the r ate increases, it is 
suggested that the existing insurance exclusion of 
$40,000 be merged with the existing exemption of 
$40,000, and that a single exemption of $60,000 be 
allowed. This vill increase the present exemption in 
some cases and decrease it in others, and will remove a 
discrimination between persona vho are insured and those 
vho are not. 

It is likewise suggested that the exemotion for the 
gift tax be reduced to $30,000 and that the annual ex­
clusion of gifts be made a total of $5,000 fo r each donor 
regardless of the · number of donees to whom property is 
given. 

These changes in rates and exemptions, together with 
certain changes designed to prevent avoidance of the tax, 
should increase the annual revenue from estate and gift 
taxes by $300,000,000. 

4. Excise Taxes 

New and increased special excise taxes on distilled 
spir its, gasoline, cigarettes, soft drinks, candy, and 
chewing gum, and other items listed in the attached 
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table, are suggested to raise approximately $1.3 billion 
of additional revenue. (Table 7). 

Although these exc ise taxes are in the nature of 
sales taxes, their effects are substantially different 
from the effects of general sales taxes. Some of them 
are imposed on commodities of which there is or wi ll 
increasingly be a scarcity. Such taxes not only yield 
revenue but help to conserve materials needed for the 
war . Those excise t axes not relating to scarce 
commodities have been chosen eo as to fall on goode 
which are widely used and are of a luxury or semi-luxury 
character. The increase in consumer incomes will keep 
up the demand for those commodities despite the higher 
taxes. Needed revenue will thus be obtained, consumer 
purchasin~ power will be tapped, the producers will not 
be injurea. and the consumers wi ll not be taxed on neces· 
earies of life. 

These special excise taxes have the further ad­
vantage of not r equir ing any substantial expansion of 
administrative machinery. 

No general sales tax is r ecommended, and indeed, 
I strongly urge that no such tax be made a part of this 
revenue bill. The general sales tax falls on scarce 
and plentiful commodities alike. It strikes at neces­
saries and luxur ies alike. As compared wi t h the taxes 
proposed in this program. it bears dispropor tionately 
on the low income groups whose incomes are almost wholly 
spent on consumer gooas. It is, therefore, regressive 
and encr oaches harmfully upon the standard of 11ving. 
It increases prices and makes price control more diffi­
cult. It stimulates demands for higher wages and adds 
to the parity prices of agricultural products. It is 
not, as many suppose, easily collected; on the C?n~rary , 
ita collection would require much additional admlnls­
trative machinery at a time when manpower is limited. 

5. Removal of Special Privilege! 

There are in our t ax system certain provisions 
which grant to relatively few of our people special 
advantages and privi leges at the expense of the great 
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mass who must pay what is thereby lost. I am reluctant 
to recommend that the great mass of the taxpayers ot 
the United States should pay billions ot dollars of 
additional revenues until these detects have been 
removed from the tax laws. They are bad enough in time 
of peace -- they are intolerable in time of war. 

(a) Tax Exempt Securities, An important example 
of such a privilege is presented by tax exempt securi­
ties. Every element in our population should bear ita 
!air share of the burdens which war imposes. Through 
tax exempt securities, however, per sons with large tax­
paying ability find themselves in a sheltered posi t ion. 
For the most part they did not buy these securities 
at prices reflecting to any significant extent the great 
favor ot escape from wartime burdens, and surely the 
States did not offer the securities on any such basis. 
The holders of tax exempt securities are obtaining what 
are essentially windfall profits in a time of national 
sacrifice. 

For a long time Presidents , Secretaries of the 
Treasury, and Congressional Committees have recommended 
the elimination of the tax exemption of interest on 
future Government securities. Last year the Congress, 
at my recommenaation, removed the exemption on interest 
from future issues of Federal securities. No action baa 
been t aken with respect to the interest on future or 
outstanaing State and local securities. 

In times of peace, when the strain on other elements 
in the population wa s not so heavy, there was ~uch to _be 
said tor the gradual elimination of tax exempt1on through 
taxing future issues only . The na tional emergency of 
war makes this gradual approach unacceptable . I there­
fore recommend the repeal of the present exemption 
applicable to outstanaing issues of State and loca.l 
securities . 

Unfortunately tax exemption clauses appear in many 
of the outstanding'issues of Federal securit'ies and 
these promises must not be violated . In the case of 
State and local securities, however, there bas never 
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been any contract or moral commitment betveen the 
Federal Government and the security holders or the 
State and local governmental autporities regarding 
Federal taxation. Since the Supreme Court decision 
in the case of Graves v. O'Keefe in 1939 fair-minded 
experts in constitutional lav have had no doubt of 
the Federal power and moral right to tax the income 
from State and municipal securities. 

A tax system cannot be defended which in a time 
of grave national emerg~ncy calla upon the great aass 
of our taxpayers to shoulder the heavy burden of addi­
tional taxes and yet permits per eons with la.rge ;ax­
paying ability to pay virtually nothing in taxes. The 
sacrifices necessary to win a war for the benefit of 
all of ue should be shared by all of us--including the 
holders of tax exempt securities. The President said 
in hie Budget Meeeage, "When so many Americans are con­
tributing all their energies and even their lives to 
the Nation's great task, I am confident that all 
Americans will be proud to contribute their utmost in 
taxes." 

Taxing the interest of future and outstanding 
issues of State and municipal securities would yield 
$200,000,000 a year . 

(b) Percentage Depletion. A second example of 
special privilege is the allowance for depletion. At 
the present time the owners of mines and oil wells are 
alloved to deduct so-called percentage depletion or 
cost depletion, whichever is higher. Percentage de­
pletion coneiete of a certain percentage of gross income 
(27-1/2 percent in the case of persons having an eco­
nomic interest in oil and gas properties), the deduction 
being limi ted to fifty percent of the net income from 
the property . Under this arrangement percentage de­
pletion goes on even after one hundred percent of the 
cost is recovered and may substantially exceed depletion 
baaed on cost. 

In 1937 the President and the Treasury recommended 
the elimination of percentage depletion, but no action 
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vas then taken. The var has intensified the necessity 
for eliminating any such special f avor to one group or 
taxpayers. The removal of this special privilege 
would yield $80,000,000 a yeAr. 

One of the reasons asserted in behalf .of percentage 
depletion for oil and gas properties is that it stimulates 
exploration for such properties. If this is a proper 
obJective, it would be better achieved by a special 
deplet ion al lowance t o those vho do explor~ without in­
discriminate extension of the same f avor to a ll owners. 
At the convenience of the Committee, we shall place be- ~ 

i l . .. fo re t a p an directed to this purpose. 

So far as minerals other than oil and gas are con­
cerned, it is believed that an adequate stimulus for 
exploration wou ld remain if the percentages allowable 
for deple tion purposes were substantially reduced or 
percentage depletion were eliminated. 

(c) Separate Returns by Married Persons. A third 
example of special favoritism In the tax lava is the 
option a llowed married couples to file seoarate income 
tax re turns. This permission has l ittl e or no signifi­
cance fo r most taxpayers since at the present time 
married couples with incomes of up to $3. 500 (the amount 
is higher in the case of married couples with dependents ) 
pay t~e same t otal t ax whether they file JOint returns 
or separate returns . It may mAke a great deal of differ­
ence in tax, however, in the case of marr ied coup les 
wi th large incomes, especially if the income is more or 
leas evenly divided between husband and wife . 

This difference in tax is unwarranted since in 
~tual operation t he fami ly i e the economic unit . Two 
families with the same tot a l income will usually manage 
and dispose of that income in a similar fashion, r egard­
less of whether the income is received by only one 
spouse or is received by both spouses . 

The adoption of mandatory JOint returns would re­
move this tax differential ~nd wou ld also eliminate two 
soecific kinrts of tax avoidance which ~ re present u~der 
existing lav. The first is the t r eatment of commun1ty 
income in the so-called community-property States. In 
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the non-community -property States the income is tax­
able to the spouse who earns it. In the community­
property States, however, the husband who earns the 
income may for tax purposes attribute half the earnings 
to hie wife, although he retains the man~ement and 
control of all the earnings. The result 1s that married 
couples with high incomes in community-property States 
receive a very substantial tax advantage over those 
living in other States. This advantage would be re­
moved if joint returns were made mandatory . 

A second source of tax avoidance which would be 
eliminated by mandatory JOint returns is the possi­
bility of manipulating incomes between husband and wife. 
For exRmple, if the husband receives a large amount of 
income from securities, he may r educe the family income 
tax substantially (and also reduce the amount of estate 
tax in case be pr edeceases his wife) by giving a portion 
of his fortune to his wife. This, and other methods 
of reducing taxes by married couples, would be eliminated 
through provision for manda.tory joint returns. 

Accordingly, it is suggested that the filing of 
JOint tax returns by married couples be made mandatory, 
with a special allowance for the earned income of the 

• wife or the husband. 

At the present r ates of individual income tax, 
it is estimated that the revenue from requiring the 
fil ing of joint income tax returns would be approximately 
$300,000,000. 

(d) Other Special Privileges. There are o~her 
examples of special privilege in our tax laws wh1ch 
need to be removed. They are to be found 1n the.pro­
visions of our present laws affecting capital ga1ns, 
insurance company taxes, and pension trusts, and will 
be discussed in detail later in these hearings. The 
removal of these additional methods of avoidance would 
yield about $100,'000,000 a year in additional revenue. 

(e) Hardships on Taxfayers. The inequities of 
our tax laws work in two d rections. As I have said, 

• . ~ 

c 
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some of them extend undue privileges to a favored fev. 
Still others result in unfair burdens upon certain tax­
payers. Let me give you a fev examples of such in­
equities which need correction, 

If you rent your house to tenants but are not in 
the real estate business, you are taxed on the rent you 
received but you may be denied the right t o deduct your 
expenses in producing that income. If, ae an individual, 
you expand your plant to produce var materials, you are 
denied the benefits of the amortization provision vbicb 
applies to corporations. If you collect a debt which 
you previously charged off as worthless, the amount 
collected becomes part of your taxable income even though 
you received no tax relief vben you charged it off. Vith 
rates at wartime levels it becomes urgent to correct all 
such defects. I, therefore, propose that ve make every 
effort in this session of Congress to eliminate all bard­
ships of this character so that our tax lave vill cast 
their burden equitably upon all taxpayers. 

Conclusion 

.• 

The recommendations I have outlined to the 
Committee this morning would, if added together, pro­
duce over $8,000, 000,000 in additional revenue. Since 
the effects of any series of tax proposals are inter­
related to some extent. ve should deduct about 
$1,000,000,000 from this total. That would give us the 
$7,000, 000,000 in nev revenue which, as I said at the nil 
outset of my statement, should be regarded as the very ~ 
least that ve can call for at this time. 

Ve are at war. An adequate tax program is vital 
to the successful prosecution of the var. The new taxes 
will be severe, and their impact vill be felt in every 
American home. War is never cheap; but, as I have said 
before, it is a million times cheaper to vin than 
to lose. 
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TABLa 1. 

Comparieon of individual Sllrt.ax r ate scbec1ule undar present 
lew IIDd propoeal 

Surt.ax Bra!J!!e~ rate I I!! tal 3U rt.ax 1 oumul&_Y!! 
not 1ncOM 

Present lew : Proposal Present lew : ($000) Proposal 

G - 8 · 5 (If. 1~ $ JO • 60 
·5 - 1 6 15 60 135 1 1. 5 6 18 90 225 

1.5 - 2 6 :20 1:20 )25 2 ) 9 22 2lO 545 
) 4 9 24 JOO 785 
4 6 13 Z7 S60 1,)25 
6 8 17 JO 900 1,925 
8 10 21. )4 1, )20 2,605 

10 12 25 )8 1, 8:20 3,365 
12 14 29 42 2,<400 4, 205 
l4 16 32 45 3,040 5,105 
16 18 35 48 3,740 6,065 
18 20 38 Sl 4,500 7,085 
20 22 41 54 5,)20 8,165 
22 26 44 57 7,080 10,445 
26 32 47 60 9,900 14,045 
32 38 so 64 12, 900 17, 885 
)8 44 53 68 16,080 21,965 
44 so 55 72 19, )80 26,285 
so 60 57 76 25,080 33,885 
60 70 59 78 30,980 41, 685 
70 80 61 80 37,080 49,685 
80 90 63 82 '-3, 380 57,885 
90 100 64 84 49,780 66, 285 

100 1SO 65 86 82, 280 109, 285 
1SO 200 66 86 115,280 152,285 
200 2SO 67 86 148,780 195,285 
2SO 300 69 86 183,280 238, 285 
300 <400 7l 86 254,280 324, 285 
400 soo 72 86 326, 280 410,285 
soo 750 73 86 508,?80 625, 285 
?SO - 1,000 74 86 693,780 840,285 

1,000 - 2,000 75 86 1,443, ?80 1,700, 285 
2,000 - 5,000 ?6 86 3,723,?80 4,280,285 
5,000 anc1 over 77 86 
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!able 2. 

Mloaa\ of 11141'0'14'81 lao- \ueo aa4 effeoU ... raho 
aa4er pHoeD\ law aa4 propoaa1 

11Dcle peraoa - ao 4ape114111h 
Perooal eUIIpUoa *750 

Jet laooael laOaat of \u I :ltfeoUn rat .. 
be foro I 

Pretellt I Inoruee 1rr .. .,., 1 1 &,..... ill 
porooaal I Propol&l 1 la \az I law I Propoaal: effootlYo 
•••.otloa 1 

l aw I I I I rate a 

• 800 • 3 • 8 • 5 ·~ 1.~ .(,f. .• 900 11 211 13 1.2 2.7 1.5 
1,000 21 lio 19 2.1 11.0 1.9 
1,100 

~ 56 25 2.8 5.1 2.3 
1.200 72 32 a·' 6.0 2. 7 
1,500 69 128 ~ .6 8.5 ~·9 1.6oo 79 1117 11.9 9.2 .3 
2.000 117 

~ 
113 5.9 11.5 5.6 

2.500 165 180 6.6 13.8 7.2 
,.000 221 2119 7.4 15.7 8.3 

,000 ~7 735 388 8.7 u.ll 9.7 
5.000 

~ 1,023 ~ 9·1 20.5 10.8 
6,000 1.333 10.8 22.2 11.4 
s.ooo 1,031 1,990 959 12.9 211.9 12.0 

10,000 1.1193 2,720 1,227 111.~ 27.2 12.3 
12,500 2,178 ,.7lio 1.562 17. • 29 ·9 12.5 
15.000 2,9911 ,SBS 1,~ 20.0 32.6 12.6 
20,000 11,9~ 7,41J 2, 211.6 ,7.11 12.8 
25.000 7.22 10,1111 3.1911 28.9 1.7 12.8 
50.000 20,882 21.n5 6.133 Ill. I ~.II 13.6 
75.000 36.1117 lii.055 11.~ lis.6 .1 15.~ 

100,000 ~,2111 69 .625 16, 11 53.2 69.6 16. 
500.000 .654 1129.610 83,~56 69.1 85.9 16. 8 

1,000,000 73J,1~ 179.610 1116, n 7J.J 88.0 111.7 
5.000,000 3.923,1 11,1179 ,610 556.lil6 71.5 89.6 11.1 
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pereoul 
ex-.pUOD 
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law in t ax I lav : 
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1,}05 2,435 1,1}0 13.1 
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2,7~ 4,535 1.796 18.} 
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6,8~ 9.96o },096 27.5 

20,439 27 , 145 6,7o6 40.9 
}5.999 47 ,425 11,426 48.0 
z2.704 61 ,965 16, 261 52.7 

3 5,084 428 ,935 83,851 69.0 
7}2. 554 871!.935 146,}11 73·3 

3.922, 524 4,478,935 556,4ll 78.5 

! t tect1Te rate• 

Propoaal : lncr.... 1D 
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: [ I II 
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~ .7 2.2 
5.4 2.6 
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}0.2 11.9 
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TABLE 4. 

AIDOUIIt ot individual inooDe taxee and etteot ive ratee 
under preeent law and propoeal 

Uarried peN>n - TWo dependent. 
Peroon.al elCIIIlption Sl, SOO 1 d ependent credU $@ 

93 

~et income AIIOW>t ot $:!l5 Ql!ecth'e rateo 
betoro personal I I 1Increaae 1 Preo«>t 1 : Iricreue In Present 1 Pro al ex01npt1on OlDd 
dopnndont crodJ.t 

law poe 1 1ntax 1 law 1 Propoaall otrecti.,. 
ratea 

s 2,300 
2,400 $ 6 s 16 s 10 ·'-' 0.7% ·'-'< . • 
2, 500 12 32 20 .5 1.) .8 
2,700 29 64 35 1.1 2.4 1,) 
3,000 58 118 6o 1.9 ) ,9 2.0 
4,000 lS4 :m 179 ) ,9 8.) 4.4 
5,000 271 587 )16 5.4 11.7 6.) 
6,000 m 861 IJ,4 6.6 14.4 7. 8 a,ooo 717 1,472 755 9.0 18. 4 9.4 

10,000 1,117 2,1~ 1,026 11.2 21.4 10.2 
12,500 1, 728 3,089 1,361 13. 8 24.7 10.9 
15,000 2, 475 4,167 1,692 16. 5 27. 3 11.3 
20,000 4, 287 6,629 2,342 21. 4 33.1 ll,7 
25,000 6,480 9,472 2,992 25.9 37.9 12.0 so,ooo 19,967 26,537 6,~0 39.? 53.1 13.2 
75,000 35, 479 46,753 11,274 4'1. 3 62.3 15.0 

100,000 52,16o 68,261 16,101 52.2 68.) 16.1 
500,000 344, 476 428,215 8),739 68.9 85.6 16.7 

1,000,000 731, 930 878, 215 146,285 73. 2 87.8 14.6 
5,000,000 3,921, 884 4,478, 215 556,331 78.4 89.6 ll. 2 

• 
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Ta\le 5 

Coooparloon of ootato taz rata ooU411lo 
Ull4ar pr .. .,.t law &ll4 propooal 

~tate after: Bracket rate 
tptoltlo exoap-: Present ! otal ottate tax 

Uon 1 law Propoeal ouaulatl'fe 
000 : Pr11111t law Pro o•al 

11114tr S5 3~ 8~ s 150 • 400 
5 - 10 7 12 500 1,000 

10 - 15 11 15 1,050 1.750 
15 - 20 11 18 1,6oo 2,650 
20- 30 14 22 ),000 4,850 
30- 40 18 26 4,800 7 ,1!50 
40 - 50 22 30 7.000 10,450 
50- 60 25 ~ 9.500 13.750 
60 - 70 28 12,)00 17,}50 
70 - 100 28 40 20,700 29 .350 

100- 150 30 44 }5.700 51.350 
1~0 - 200 30 46 ~,700 711,350 
200- 250 30 48 5. 700 98.350 
250 - }00 32 50 81 ,700 123,350 
300- ~ 

}2 52 97.700 149.350 

~= 
32 ~ 113.700 176.}50 

450 32 129.700 204,}50 
450- 500 32 ~ 145.700 233.350 
500- 6oo 35 180,700 293.350 
601.1 - 700 35 62 215.700 }55.350 
700- 800 35-37 64 251,700 419.350 
800- 900 37 66 288,700 4115.350 
900 - 1,000 37 6s 325.700 553.350 

1,000 - 1,500 39-42 70 528,200 903.350 
1,500 - 2,000 45 72 753.200 1,26},350 
2,000 - 2,500 49 75 998,200 1,6}8,350 
2,500- },000 53 76 1,26},200 2,018,}50 

),000 - 4,000 56-59 78 1,8}8,200 2, 798,}50 

4,000 - 5.000 63 79 2,468,200 3.588.350 

5.000 - 6,000 67 80 ) ,1}8,200 4,}88,}50 

6,000 - 7,000 70 80 ,.8}8, 200 5,188,350 

7.000- 8,000 73 80 .568,200 5,988,}50 

8 ,000 - 9.000 76 80 5.}28. 200 6, 788,350 

9 ,000 - 10 ,000 76 so 6,088,200 7.588,}50 

101000 .,.~ onr 11 80 

!/ ~ epeoltlo axoooptlon ot $40,000 an4 a lifo lnturanco oxcluo1on of 
$40,000 aro allovo4 \7 tho prount law. 'rho propoeal vollld 
allow a a1nglo apoc1tic oxoapt1on ot $60 ,000 bu\ no lito 1neurano• 
exclu.aton. 
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hl>le 6 

.t.oUAt of eotate t&uo u4 effeoUn rateo 
UD4or preoeRt law aa4 pr opooal 

llot ootato 1 
.t...Wlt of taz lffootiYo rato I 

be fort I 
opoalfla IO.OI'MI I J tJacr .. tt OXIIIpUOR },j Preoent 1G t PrtttA\ : lR of-($000) l aw Propooal taz law I Propooal:footlYo 

• 6o • 500 • -500 •• 10 1,6oo • 1.000 -6oo 2.} 1 • .._ 
90 11,1100 11,850 50 5-3 5.11 100 7,ooo 7. 1150 1150 7.0 7.5 150 20.700 25.350 11,650 1}.1 16.9 

200 }5.700 116.950 11,250 17-~ 23.5 
lloo 97.700 11111, 150 116,1150 211. ~-0 6oo 16},200 257 .}50 ~11, 150 27.2 ·9 100 2)3,200 }10.950 1 7.750 29-2 117.6 

1.000 }07,200 512,550 205.,50 }0.7 51.3 2,000 7}0.700 1,220,150 1189. 50 ~-5 61.0 4,ooo 1,101,700 2 ,~.550 9112,150 .2 61.1 
6,000 },lo4. 700 II,J ,350 1,2}5.650 51.7 72 ., 10,000 6,~,200 7.540.350 1,1190,150 6o.5 75. 20.000 1.3.7 .roo 15.540.350 1.790,650 61.7 11.1 llo,ooo 2<) , 149 .roo }1,540,350 2,}90 . ~50 72-9 71.9 

!/ !be IUIOUAto aboWR ao the olae of tho 0 Rot ootato boforo opaclflc 
OX111pUOR0 1Golu4o $10,000 of Ufe iRI'IITUOO. 1\ 1o aoo- \bot 
D.ODI Of thlt 1DIUI"U.CI woulcl ba"Ye beeD tazablt \&411" prtt•t law, 
whlcb allowo a tllo,OOO 1Douruco oxcluoloR, 1R a441tloa t o a 
apooltla oxo11pUoa of $11o,ooo. !be propooal would oUaliiAte tbo 
laouruao oaoluoloa aa4 prOYl4o a •lDcl• opoalflo oaa~~ptloa of 
$6o,ooo. In roaent 7..,.• t ho IUIOUAt of oaol\1414 lao,...aaao boo 
anracocl about $6,000 per taublo ootat o. 

t rattt 

-·· - .9 
.1 
.5 

}.1 
5.6 

u.6 
15.7 
11.11 
20.6 
211.5 
2}.6 
20.6 
14.9 
9.0 
6.0 
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Arilc1o 

1. Pbo\o.,epblc apporatuo 

2. rranoporiaUoD '-1 plpa 1U. 

}. Co_,.le&UODOI 
a. fw1qboDO toll Hrrle& 

b. fwl•cnllb. calolo 

c . LM- wino, o\c. 

4 . Local \olepboDO l>U1 

•• Cola-rah4 \o1epbou 
u4or 251 

4. a .. ou oo 

5· l.clloricoUDC oU 

6. -r 

•mho hx Propooalo 

Pre-\~ ---~ .. ,. u4 ...... 

1~ &ODA!ac\urero• ~ &ODA!actu.ren• uloo price 
oal .. price 

~of aeu\ po14 1~of _, po14 

211~. \u 51: 251 to 3'H • • . • • 5I ~ 
-"Uloll&l 51 \az ~·611# •••• • 101• 
Oil eech 5()1 651• "' • •• . • 151 • 5I M41Uoaal \az for eeob 

251 or fmeUea U.reof 

1~ of cb&r• 1,_ of cb&r• 
1~ of cb&r• 1,.of ~. 

611 o f 1>111 ~of Iolli ....... 1~ of Mrrloo obar• 

lW per till• 31 per till• 

~~per col. 101 per col. 

$6 per bU. t3 per loU. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

,_ 
l aoree•• 

1A NWIII:IIeal} 
(1,. .UlloaoL 

• 11.2 

11.7 

116.6 

6.7 

117.1 
!} .. uatecl fUll rear otfoc\ of h4lco\ecl u choo a\ ••U•\ecl flocel -,eu 19113 lowlo of 1ou1,..00 af\or al1ovlJ1C for U>o 1"'\lal '-' of \ bo ~oi\loD of \lie -\eel n\oo. 
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1. Yin .. t: 
St.1 ll VlDit ... 

Not •ore thAn 14~ alcohol 
14- 21' alconol 
More than 21,4 

Sparkllll6 " lnOI 
Art1tlcl8l carbonated "ino1 
Liqu.ew-a , c:ol·d.iala. etc. 

8. Diatlllod 1plriU 

9. !ranepor~tloo of peraona 

10. Carbooato4 10ft 4rillkA 

u. Caney and che"lftC c-
12. CJ.caro 

1}. Saoldnc t.obac:co 

14. C1p.renee 

15. Cigaret~e pap1r1 and tube& 

Total 

81 per C"l. 
YJI per p l. 
651 per pl. 
7i per halt-pint 
3 ; por halt-pint 
3 ; per half-pint 

$11 per pl. 

5l' or &DOWlt pal4 

Jono 

lone 

IIAU lchodule 

111; per lb. 

~3.25 per K. 

Schedule 

151 per pl. 
50~ per pl. 
100; per pl. 
10¢ por half-pint 
51 por half-pint 
5; per halt-pint 

$6 per pl. 

15~ on tr.Daportatlan; 
~ OD IO&to and Mrtba 

8. Schedule tor bottl&d 4r1U. 
b&ood on 1/ per bot\lo re­
tallinc at not •oro than 10;; 

b. so; per lb . of carbonic &Old 
ca• uood Ia uabottlod 4r1Dko 

15" ....,utacturoro' e&leo prlco 

J o" ocho4Jllo !} 

}6; per lb. 

$3.50 par K - 10-ceat br&Ddo ; 
$11.00 por K - 15-coat brando 

J o oxo.pUoo: tou all paporo &Dd 
tuboo 1/2; per 25 poporo or tub&o 

Pace 2 or 'l'abl• 7 ... 

25.0 

279-7 

'jii . S 

45.3 

13.1 

26.8 

1!8.6 

t.s 
$1,344.9 

!/ C1~•• A, rotal1 prlco 2-5¢, tax $ 2. 50 M: B, 5;, tax $5.00 M; C, 5.1-a;. tou $7.50 N; D, 8.1-10;, tax $10.00 N; 
II , 10.1-15;, tu fl5,00 K: P, 15.1-201, tu 520,00 M; G, 20.1-YJ;, tax $25.00 K: II, YJ.l and OYor, tu $4o.OO K . 

.... 
CD 
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1. 

2. 

}. 

Corporation tax plan ""clolr pr11ent law 
an4 ""4ar tt.. pr opo aal 

1 Preeent : 
law Propooal 

Jsoooo protlto ore41t 
a. InYooto4 cap ltal .. tho4: 

Flrot $5,000,000 ot l DYooto4 ~ltal s~ s; 
Onr $5,000,000 ot lnnoto4 capltal 7 7 b. Incoao .,.tho4: 
Portion ot ••erac• oarniD&o ln baoo 
porio4, 19}6-1939 95; 95; c. Spocltlc •·~~tioD $5,000 55,000 

hcooo protlto tax ratu 
AdJuote4 excooo profito Dot 11l0081: 

rirot $20,000 }5 50 
$ 20,000 - 50,000 40 55 . 50,000 - 100,000 45 6o 
100,000 - 250,000 50 &5 
250, ooo - 500 ,'ooo gg 70 

O••r 500.000 75 

lnco•• tu 
•• loraal tu 

( 1) Corporatlono with net 1noo•• ot not 
1101'1 than $25 ,000: 
rirot $5,000 15 15 

$ 5,000 - 20,000 17 17 
20,000 - 25,000 19 19 

(2) Corporatiou w1 th Dot iDeO.. OYU 
$25,000: 

211 211 nat rate 

b. Sllrtu 
(1) Corporation• wi th net lnco .. of not 

aoro than $25,000: 
rirot ! 25,000 6 16 

(2) Corporatlono with not incnae oYer 
$25,000: 
rirot $25,000 6 }1 
Onr $25,000 7 }1 

(a) Rell'ef proYlllcn: Corporatlono 
with current 11ar eurtaz net 1Acoae 
1ooo than tt.. •••rae• ourtaz not ln-
.... t or the b&oe plrlo4 raaro, 19}6-
19}3, ""'' allowed a tax cre4U of lOll 
ot tbe ditter eace. but not to ezceed 
~ of ourtax net iDeo... !bio proYl-
olon applloo onlT to corporatl ono with 
net l neoae o•er 125.000. 

' 
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Jotiaated roYenue inoreaoo troa 
J)l'opoood tax pr ocru 

IndiYidual inc..e tax 

Corporation taxea 

lot aco and citt taxoo 

hctee tuea 

BoaoY&l of opocial J)l'iYilogeo, app~oxiaatol¥ 

Bliainato oxeaption troa 
incoae and protito t~xeo 
with reopect to intoreot 
trom all State and local 
go.,ernmental obllgationo $ 200 

Percentage depletion SO 

Mandatory Joint returno 300 

Othor, appron-tely 100 

Increaee OTer 71~~4 
ot preoent law !I 
(In •UUono ot 

dollaro) 

$ 3,200 

3.o6o 

330 

1,340 

Orand total $ S,610 

Looo allowance tor intorrel ato4 
ettecta, approxta&ttl7 1,000 

4pprox1cate increaae in re•enue troa 
propoaed tax program 0 7,b10 

!/ JOr a full yoar of operation. 

/00 

• • • 
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INCO)(E TAX CQIHjCTIOH 4T TilE SOURCJ 

Statement ot Randolph E. Paul, 
Tax AdYiaer to the Secretar7 or t he TreaeurJ 

Before the Va71 and Keane Committee ' 
ot the House ot RepreeentatiYel 
on the reaeone tor reoomaending 

collecti on at eouroe 

lla7 20, 1942 

In hie statement ot March 3, 1942, Seoretar7 Morgenthau 
euggeated that part ot the income tax be collected at source 
tor thoee types ot i ncome tor which t h1a method ot collection 
ia practicable. Betore preeenting an outl i ne or the method by 
which collection at source could be put into operation, we 
ahould like to i ndicate the advantage• or thi s method, parti­
cularly under present circumetanoea. Theee adYantagee are 
primarily: (1) Li ghtening the burden on the ta~ayer; (2) 
greater epeed and flexibility in meeting the threat or 
inflation; and (3) greater aaeuranoe or collection tor 
certain groupe ot ta~ayera. 

1. The convenience ot the ta~ater. -- At present 
exemption lavale, approXImately 20 I'D I ion taxpayers are 
expected. to pay a tax on their 1942 lnoomea. At the lower 
exemption levels t entat1Yely approved by the House Waye and 
Means Committee, the number or taxpayers would be inoreaaed 
by about 8 mi llion, making a t otal ot about 28 million tax­
payere in all. Under the rates propoaed by the Treasury , the 
tax would begin at aixteen percent on t he tirat dollar of 
i ncome above the exemption. The ratea are ripidly progressive, 
ae they muet be, to ralee in an equitabl e way the amount ot 
r evenue that needs to come t rom the income t ax. The result 
ie a tax burden that many peraona will rind very dlttloult to 
meet under the present method or payment. 

At present, lndividuala pay t helr tax in the year follow­
ing the receipt or the income on Which the tax ia l evied. 
Moat peraone, eepeolally l n the middle and lover i ncome 
brackets, make litt le 1t any advance proviaion tor t heir tax 
liabilitiel by building up reaervea duri ng the year wben the 
income ie bei ng earned. They are theretore obliged to pay 
the tax in, at most , tour quarterly lnatallmente, out or tho 
i ncome or the rolloving year. Theee installments are in many 
oaeee very hard to meet because they have not been built up 
bit by bit, week by week, or month by month. Furthermore, i n 
numerous oaeee the income or t he rolloving year l e lees than 
the income or the taxable year and, accordingly, the tax 
liability muet be met out ot a emaller income. This problem 
threatene to be particularly acute at the end or the war . 
Many will eut t er large decl i nes in income and yet be obligated 
to pay heavy wartime ta.xea on the high incomes or the 
preceding year. 

31-71 
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The burden on the taxpayer would be considerably 
l ightened if the tax were taken rrom hie income week by week 
or month by month as he receives it. Collection at the source 
provides a convenient method or accomplishing this objective 
or enabling the taxpayer to pay hie tax currently in a large' 
number or small installments rather than in a rew large 
inatallmsnto i n t he succeeding year. While no me thod or 
paying taxes oan make them painleas, oolleotion at source is 
the most nearly pai nless or any method becauae the tax is 
paid in small amounts before the t axpayer receives hls income 
and spends it. 

FUrthermore , i t i s very much to the taxpayer's advantage 
to have a subs t antial part or hls tax liability liquidated 
while he is receiving hie income . Under the present system 
he endo each year in debt to t he Government. Thi s debt tor 
hie i ncome tax is as burdensome as any other debt and can have 
juat as aerioue effects on the taxpayer'& budget if his income 
fall& orr or his expenses greatly increase. 

The first reason t or urging the adoption of a syste~ or 
collecting t he income tax at source on such port i ons or income 
as are adapted to this method is, th6rctore, t hat the con­
venience or the taxpayer is thereby served and the weight or 
the tax burden is reduced. 

2, The control or inflation . -- The int roduc tion of 
collection at the source Is essential not only because 1t would 
be a permanent improvement in the income tax, but also because 
it would make the income tax a more effective !local instrument 
for the control of inflation. In order that increases in taxes 
contribute most effectively to the control or inflation, they 
must begin to withdraw income a t once. Under present methods 
of payment, an increase in income taxes enacted now will not 
affect tax payments until Marcb 19~}. By the time the higher 
collections become effective, the inflationary d~age may be 
done. 

Collection at eource would largely eliminate this l ag. 
Income taxee can be increased and the collections under the 
increased rates can beg in almost immediately instead of many 
months or even a year later. 

Collection or income taxes simultaneously with the pro­
duction of the income w111 make the 1ncome tax better adjusted 
to the needs of the economy at all times, and not only at t i mes 
like the present when inflation threatens. In per iods when 
lncomee are talling and unemployment i s increasing, it will 
contribut e to economi c stability if the taxpayers are out or 

• . -
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debt to the Government, eo that their purchases or goode and 
their other economic activities are not unduly hampered by 
the neoessity or paying income taxes on inoome received in a 
more prosperous year. 

Accordingly, to get the maximum etteot in restraining 
i nflat i on, and to make the inccme tax better suited to the 
needs of the economy, it is important that as much or the 
income tax aa possible be collected currently while the income 
ia being earned. The most practical method or doing this 1s 
through collection at source for thoee parte or the income to 
Which th1a method is applicable. 

If collection at source were introduced July 1, 19~2. 
at a 10-percent rate, there would be withheld r rcm consumers 
dur ing the laat 6 months or th1e year alone about a billion 
and a quarter dollars under the lowered exemptions tentatively 
adopted by the House Ways and Meane Committee. This ia at an 
annual rate or 2i billion dollara. It the present system or 
collection ia retained, t here will be no increase in the 
amounts collected tram consumers until March 19~3. 

}i •• Jm~~~~iiTe~~*~~:.:.i?cWe ~~~!!:..g· As the m 1e 
tull reporting of income likewise i noreasea. The American 
system of income taxation ia one of self-assessment. The tax­
payer !ilea hie return, lists hie inoome, and computes hie tax. 
To a considerable extent, or course, he is assisted in these 
operations by representatives or the Government, but the 
initiati ve is his. By and large, th1e eyetem hae worked well, 
although, ae we all know it has not worked perfectly. That 
non-reporti ng and underreport1ng have not been greater is 
attributable in considerable measure to the reporting of 
information at source. The employer, ror example, is required 
to eubmit to the Government a slip tor every psrson receiving 
more than $800 ot wages or salary showing hie name, address, 
and the amount of wages or ealariea paid to him. Ordinarily, 
a copy of this slip ie sent also to the employAe. Thie 
ing ayetem, on the one hand, gives the employee notice 
the Government has been informed or his income and, on the 
other hanO gives the Government a eouroe of information against 
which to check the income-tax return. While the appropriations 
made available to the Bureau of Internal Revenue have not 
permitted a complete check of the information returns against 
the inoome-tax returns, a great deal of checking has been 
done with the result that the reporting by workers has been 
round to be very high and the lose of revenue due to lack of 
reporting relatively low. 

.• . 

Regraded Unclassified



- 4 -

Nevertheless, the lowering of ezempt1ons and 1ncreaee 
in number or ret urns subJects to the 1noome tax groupe that 
are leas well i nformed about tax matter• and are less likely 
to file a return at the same time that it increases the task 
of checki ng the returns, Further, when the checking reveals 
a delinquency, t he del i nquency must be treated taxpayer by 
taxpayer. 

The colleotion-at-eouroe method not onl y gives the 
Government i nformation about the employee's compensatl~n but 
also gives the ~overnment a large part or the tax, t he part 
it receivee depending on how muoh ot the tax ia collected at 
source. With the income tax ext~nding more and m?re into the 
maaeea ot the populat i on, collection la thereby asoured l n 
areas where there would be an i ncreasing likelihood ot ita 
breaki ng down. 

The importance ot this Pr oblem ie illustrated by the 
experi ence ot England and Australia. In both countries taxa­
tion at the source was i ntroduced primarily tor t he purpose 
ot easing the payment problem and ot racllltatlng the collection 
of t he i ncome t ax, rather t han for anti-inflationary purposes. 

The third r eason tor adopting col lection at source is 
therefore the more complete tax collection that should result 
therefrom. 

Against these advantages ot col lection at source must 
be set the di sadvantage arising from the admi nistrative diffi­
culty inherent ln this type of colleotlon. Collection of an 
income tax at source involves the s ame type or administrat i ve 
difficulty or matching returns as ln the administration or 
the Social Securi ty pay- roll taxes. It i nvolves some addi­
tional difficulty, notably in checking the tax return at the 
end or the year against the payments which have been ~de from 
time to time by the employer on account or hie ~ployees and 
ln maki ng refunds in t hose cases where too large an amount 
haa been oolleoted because or irregularity of employment. 
These administ rative problems are revealed ln more detail by 
the deacrlpt l on that fol lows or the plan that has been 
developed tor t he collection ot the individual income tax at 
source. While t his plan can doubtleae be improved l n some 
of lte details , I believe we have succeeded ln working out 
an entirely practicable plan. 

It l e our conviction that lf proper provisions are 
made for i ta administration, oolleotion at aource ls a highly 
dee~rable method of col lecting t he i ncome tax and that ita 
very great advantages tar outweigh t he administrative dlffl­
cultlea whloh would arlee. Accor d ingly, we recommend to the 
committee that lt prov~de tor oolleotlon of the income tax 
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at source on salaries, wages, bond interest, and dividends. 
The income tax ie no longer a tax on the fortunate few· it 
hae become a people's tax. This ohenge i n coverage de~ande 
a change in methods of collection. Selt-asseesment and 
quarterly installments are no longer adequate. They should 
be supplements~ by collection at source, the only method that 
is suited to the needs of a multitude or new taxpayers. The 
enactment of collection at source will prove a boon to these 
taxpayers, will convert the i ncome tax into an effective 
fiecal instrument for the control of i nflation, and will insure 
the collection or the taxes levied. 

An income tax which oovere ae many as 20 or 30 million 
people cannot function erreot1vely without collection at 
eource. I n my opinion the very exletence or the i ncome tax 
of the scope proposed depends upon the adoption or this new 
collection device. 

SUMMARY OF PLAN FOR COLLECTION OF INDIVIDUAL INCOME TAX AT 
SOURCE 

Collection at source will apply t o three types of income: 
(l) Wage& and salaries, (2) bond interest, and (3) divlden~s. 

A. CURRENT WITHHOLDING 

l . Wages and salaries -- (a) Eaoh employee will fill 
out and give to his employer an exemption certifleate, i ndi­
cating ma r ital and dependency etatue, and, if married, whether 
the epouee is also employed. 

(b) On the basis or the exemption certificate, the 
employer will classify the employee aocordlng to the exe~ption 
to which he is entitled. 

(c) Each pay period the employer will withhold from the 
employee'& wage or salary an amount determined by applying the 
withholding rate to the excess of the wage or salary over the 
exemption to wbiob the employee ls entitled, 

(d) The employer will determine the exemption to whloh 
the employee 1s ent i tled by reference to a table to be fur­
niohed by the Bureau of Internal Revenue. (See attached exhibi~) 
Thie table will show the exemption tor different marital status 
and dependent groupe and tor different pay periods (weekly, 
aemlmonthly, monthly). 
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(e) This table will be computed by adeing an arbitrary 
allowance tor deducti ons to t~e annual personal e xemption and 
credit tor dependents, ana prorating the eum over the number 
ot pay periods. 

(t) At the end of each quarter, the employer will remit 
to t he Bureau of I nternal Revenue the amounts withheld du.ring 
that quarter . 

(g) 
the Bureau 
rllled out 
wages oaid 

At the end of the year the employer wi l l send to 
of Internal Revenue the exemption certificates 
by the employees, entering on each the amount of 
during the year and the amount or tax withheld. 

(h) At the end of t he year, or at the termination or 
emolo~ent, the employer will give the employee a duplicate o f 
hie exemption certificate, entering on this duplicate the 
amount or wages paid during the year and the a~ount of t a x 
withheld. This duplicate will s erve ae a receipt tor the taxes 
withheld . In additi on, s mall employora wil l be required to 
give the employee each pay period a r ecei pt tor the amou.nt or 
tax wl thheld. 

~. Bond i nterest and c ividcnda . --(a) Corporations 
and Other lnetltutlons exempt from the indiVidual income tax 
wil l file exemption certi floatee with the payore of interest 
or dlvidende certifying to their exemp t status . 

(b) Individuals who expect thei r total annual i ncome to 
be lees than the exemption and dependent credit to which they 
are entitled may aleo file exemption certificate& with the 
payore , certifying to that effect. 

(c) i'ayore of bond int ereat and d1v ide nels will w1 thhold 
the tax on payments to all r eci pients who have not filed ex­
e~ption certif icates . The amount withheld will be computed 
by apolying the withholding rate to tho total amount of 
interest or dividends paid . By not withholding on payments 
to pereone who have filed exe~ption certificates , r el i ef is 
given to pereons with s~~ll incomes der i ved largely from 
interest &nd d ividends. 

(d) All payments of dividends and interest on which the 
tax hae been withhel d will be accompanied by a r eceip t for tho 
amount withheld. 

(o) At the end of each quarter, payors of dividends or 
bond intoreet will r emi t to the Bureau of Internal Revenue 
the amount& withheld during that quarter. 

( r) At the end of the year , the employer will s end to 
the Bureau of Internal Revenue a liet or all payments made 
during the year the amount of tax withheld trom each r ecipient, 
and the exompti~n certificat e& tor r ecipi ents not subject to 
withholding. 

Regraded Unclassified



- 7 -

B. YEAR•END ADJUSTMENT 

(a) All persona from whom any tax has been withheld 
will be required to file an individual income-tax return by 
March 15 of the following year, along with all other persona 
required to file returns. 

(b) The tax liability will be computed as at present. 

(o) The tax form will carry apace tor entering the 
amount of tax withheld at source. 

(d) If the tax liability exoeede the amount withheld, 
the difference represents the amount the ta~ayer must pay to 
satiety hie liability. 

(e) If the amount withheld exceede the tax liability, 
the dif ference represents the refUnd to which the taxpayer is 
entitled. 

(f) It the refund claimed ia leas than t 50 and if the 
taxpayer submits with hie tax return receipts for all amounts 
withheld at source, the refund will be made promptly without 
further evidence. 

(g) The information given by employers and by payers 
of i nterest or dividends will be matohad with the individual 
income-tax returns. This will furnish a check on the addi­
tional tax liability or individuals whose liability exceeds 
the amount withheld at source and a validation of the claims 
for refunds. 

?07 

(h) Refunds not made pro~tly (ae deecribed 1n ( f ) above) 
will be made aa soon as the tax returne have been compared with 
the reports or employers and or payere or interest and dlvidende. 
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Exhibit 1. 

Amount of wace or salary to l>c exempt f r om collection 
••t oource under parsonnl ex'lmptions and credit for 
depcnuents tentatively adoptnd by House Ways and Means 
committee : Sinflle person (not hond of family) , married 
porson or head of family , and eaoh dependent , by payroll 
period 

Pilyroli 
period 

single person 
(not head of 

family ) 

:!eekly $ ll 

Bi- •·:eckly 22 

Semi-monthly 23 

f'onthly 46 

Quortorl.y 138 

~m1-unnually 276 

Annually 552 

'l'rc~cury Dcpt\!'"tcent , 
D1\'1:,1on of 'l'ux Research. 

l!arriod person Eilch 
or head of iiependent 

f:~m1ly 

\f 26 $ 8 . 50 

52 17 .00 

55 18.00 

110 36 .00 

:no 108.00 

G60 216 .00 

1 ,320 432 .00 

J!ay 20, 1942 
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Rerben ou~ 
118n4o1ph Paul 
Pehr Odegtll'd 

• ..,.. 15, 1,., 
Beorthr:r llorgenU\au 

Wh a t would 1011 t hin.k or tryln~ t o get eo,.. ot \be 

rloh eet •n l n the oountr:r w oo .. out ana •lui a J)Qb11o 

eh h W'nt &gfttnet the torog1nnele ot thell' laet )'ear•• 

t~xolt And e t ertlng with a .. n l l ke John D. Rookat ell er, 

Jr., han t he11 ••:r that they want to pa r their hX' .. •• a 

oontr l butlon towarde the ~r. 

The next t hlng 11 to ge t the un to BO IIJ'OUn4 anc1 

oee t hese peopll, ftnd I•.,. sot t hl man ln Lettlngwell, •• 

he U •taln.t the Rwd Plan 1111d t• • tun th"t he 1Mol4 be 

vtll \ng to so U'OQnc1 and eee t hlle people lt we P '"' hl a 

the - •· 
t vUh U\Bt the three of rou would t!ll'lt 1t o•er, 

aft4 then - aft4 taUt to .. ebout u. I \ lllnk tt• e got 

poutbll Ulel, perttcmlarl:r lt ,. han Letflftpall to go 

uoulld and - th-. 
o~ ..,..,.. ... /--~J 

Co • .e. tr "<.(.I---" - ? . I '- ..... ~ 
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TREASURY DEPARTMENT 

INTEit OFFICE CO,..MUNICATION 

to Mre . Xlotf. March 1~ , 19415 

••o" Joseph Gaer 

Toplo: Tax ed~catlon or new taxpayera 

In 19415-44 there will be five timea as aany taxpayers ae 
there wer e in 19159. The aaJority or tnt new taxpayare will 
be people of l imited education, aany on t he border of il­
literacy. It ie no t so important to train these new \ax­
payer• how to make out their tax retur na (aoat of thea will 
undoubtedly uee the eimplltied f ora 1040a or a e1a1lar fora 
tha t &af be evolved atter tax deduction• are made at the 
eource ); but i t is very important to educat e these people in 
t he meaning or Federal taxee, what t axea b~ tor them, what 
conetitutea equitable and i nequitabl e taxation, and the 
relation of taxation to democracy. It it tnt dut7 of the 
Government to inform tne people wha t they a re paying for 
and to convince t nem tnat it is to tneir own b&netit to pay it. 

Such a vast education Job cannot be done between Februar1 16 
and March 1~ of each 7ear. Nor will 1t be accomplished bJ a 
committee appealing to teachers i nt o whoee laps the entire 
problem it duaped. 

The r1ret t aak ie to outline what 1a needed in tax education 
materiale. Tneee materials nave t o be prepared at several 
liter acy level e. O~tlinea and guides for t eachers have to 
be aeeamoled. Arrangementa have to be aade to introduce the 
topic of taxation through varioua adult education outleta, 
workere' education groupe , labor-management colllllitteee, tne 
general education press , youth aovea tnt publicatlona, etc. 
Thla requiree a complete education prograa. Various devicea 
would have to be uaad to euit different typea of audiencaa . 
For aoma publication• aeriaa of brief arguaenta on 'Whl Taxea• 
may be needed elailar to the aeri tl I have worked out for tba 
Olvlc Educatl~n 8trv1ce on ' Wbf War 8taapa 1 (eat copies 
attacned) . For workers ' olaaarooaa at a low literacy level 
and for foreign-born adulta, a aerial of a1apl1fied arguaenta 
may have to be prepared 80 tnat tney ma1 combine tne teaching 
of reading with taxation. 

The taek ie not a dl!ticult one, but one tnat can be done 
well on11 on a year-round education b&aie. 
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11. Whal Stamp. WlU Bar ~ 
J! na- one 10-eent wu At.amp 

ma_y not seem like an lmport.&nt. 
contribution to the war progrAm. 
Out when these Individual pur­
chuea are multJpUed by the thou· 
aanda, end even million&, they add 
up to a.n lmpreasive amount of 
money for the aovemment to u.&e 
In tlahling the war. 

When the aovemn1ent sella thtae 
•tampa, It can take one of the dimu 
to buy ftve cartrldaes for a 45--cal­
lbtr plttol. The money obtalned 
from two l<kfllt stamps will pur· 
c.hue one eartrid.a"e foT a large anti· 
all"traft. mar.hine ~· The We of 
thrM at.amps will furnish money 
for one bl.a In whieh meua.gtt ca.n 
be dropped from an Army plane. 
Or the SO centa mtY be uted to pur­
ehue two pairs of soekl for a 
ooldler. 

MMY of the weapons and ma­
l-Orlal• which the Anny and the 
Navy require, of course, cost a great 
de~~l of money. The price of a 
alnstle military motorcycle 18 $400, 
but It it paid fo r w,hen 4,000 young 
pef"" each buy a 10-cent. war 
tt.a\.... AI lOOn u 850 individu&ll 
btJY a tQ..cent. at.am.p apiece, the:.-. 
Ia tDO\llh money to pa.r for another 
Garand rifle. 

An Army "lHl>" -ta $900--<>r 
Ult money from the .sale of 9,000 
!«kent al&M.JIII. An anti ... IKraft 
auKhUrht eott.l $30.000, or 300.· 
000 !kent ltamPI; n punuit plane, 
502.600 a tampa; a medium tank. 
547.600 stamps; and a Flyintr For· 
t~. 3.502,600 •tampa. 

Theae a.re laJ"'re sums of money, 
but they are belnr raised because 
thouaanda of indivldultla are buying 
the tO-cent atampa, u well as the 
larger atamJ)I Rnd bonds. I t Ia this 
kind ot teamwork which wlll help 
u1 to pay for the war. 
JIN IOR REVIEW 9-28-42 

Ill, w.,. S•••P. •ttd l• ftadoa 
h 'on It the areatest menace 

to America on the home front ~ 
day. Wt have aeen how rapidly 
r lalnr price•, the growing scareity 
ot a«Kit , and a aurplua of a~ndJng 
money hrwe brouaht about a aitu­
fttlon which endan~ra ou.r whole 
war etrort. 

The nation hu become awaN of 
thla probltm and lJ a.nxfoualy look· 
ln1 to Con1nu a.nd the Pmldtnt 
for action to halt lnllatJon. xn. 
Hou ot fa.mlliN are worry~ about 
tM lncreuln• ~t ot Uvtnr. 

But !:tow many of tbtte families 
-bow ftWlY pec11)1oo-rullu that 
adloo on the part of Cooan:M ud 
the Pretldtnt alone eannot t.Dtlrely 
1oh .. the tnftatlon probltm! Con­
lftN and the Pretldtnt a.n aet to 
control prloea a.nd wa.ttt~. they ean 
ralte t.axtt, they can do other things 
which will do much to halt Inflation. 
But to be tnccetaful they mu&t ba .. ·e 
tho help of the peopl6-0f indtvid­
unls like youraelt. 

One of tho moat Important cau.sea 
ot Inflation It that there Is more 
mor l'" circulation than there al'(!; 
tOO\ to tl)tnd It on-~t 20 
bUJion doliAra more thla yur. With 
10 mu~:h money around It is almost 
lm-lblo 14 held do'"' prl .... 

II we are to bot ufe. the lara• 
en ... of tptndlnc money must be 
dnlntd otr. That cc be doae 
pe..rtly \hrouah hi1hu taxea. a.Dd 
,.rtly throuch the ule of wu uv~ 
tap ttamPI and bonda. Evtry time 
• dime or a doll&r It invetttd in 
ltamPI and bondt. It reduca by 
that much the dt.t~.reroua aurplus 
of apt_ndlne money which 1.1 bel~ 
fDI' to cauae Inflation. 

Every time you buy a war aav· 
lnat atamp or bond you are doing 
tbt mott ImportAnt thin$' wou can 
do to ttop Inflation. You are alJO 
btllpln1 to win the w-.r. 

J UNIOR REVIEW 10- o-42 
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FROIIt 

Tbe Secretary 

Kr. Sulli:nn 

I aa attaching a U at ot t~ networn which 

carri~ t.he emergency income tax meaaas... 'ntia wu 

turn1ahed to - by llr. l!Dgere ot 0111 . 

211 
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Lit\ ot' De?ork !!1!0!8 to C!JTY tl!e 
wrnncy 1nco• tax ••••an 

March 11 - Tbur•dty 
MaJor Bowee 
Good 014 De,ye 
lluwell Houae 
Lua and Almer 

March 12 - l'tici&J 

11JSV 
1lll.lL 
WRC 
IIUL 

ICJ'IWl')' Short. IIUL 
tile Golclb6rp li.JS'f 
tile ti>1D II&D IIJSV 
Boake Cart.r IIOL 
Citiee SerTiee Concert WRC 
People Are P'uDlV WRC 

March 13 - SaturdaY 

llomiDc llarket Basket 1lll.lL 
Campana Stl'enacie 1IRC 

March 1.4 - Sund&r 

Parker Faail;r IIUL 
llorlcl lowo To<!q 11JSV 
lloet Co•·lloo .u.:hor li.JSV 
ll&lt.r CoaptoD IIOL 
ODe II&D I • Faail;r li!IC 
Cht.oe a Sanborn li!IC 
Toko It Or !Aan It li.JSV 
Jolm B. Hugboe IIOL 
Jolm Cbu1ee t!>.-e li!IC 
Tl>o GrMt Gilclor1>loo ... li!IC 

9100 PM 
7105 I'll 
8100 PM 
8115 I'll 

2115 I'll 
1145 I'll 
8130 PM 

12100 IIOOD 
8100 PM 
9130 PM 

10100 All 
lOllS PM 

9115 PM 
21)0 PM 
7100 PM 

10145 All 
8130 PM 
8100 PM 

10100 PM 
10100 PM 
2 1)0 PM 
61)0 PM 

212 
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Karch 15, 1943. 

TO: Secretary Korgenthau 
FROM: Mr. Gaston 

I am attaching a list of those who have accepted 
invitations to attend the conference on Saturday, 
Kerch 20, and am supplying a copy to Yr. Robbins. I 
have asked Mr. Robbins to suggest the names of those 
here in the Treasur1 who ought to attend, but I believe 
fOU may want to pass on that list. 

I am making arrangements through Mr. Thompson 
for a luncheon to be served at 12: 30 In Room 198 and 
also at Mr. Robbins request have asked George Haas to 
arrange for I.indow, or someone else of his etaff, to 
give a talk in the morning similar to that already 
given to the Federal Reserve people. This, according 
to Robbins' idea, would be given in the Chart Room 
after adjournment from your office where I understand 
the group is to meet at 10: 30 on Saturday. The luncheon 
is set for 12: 30 and the present plan is that General 
Marshall will apeak at the luncheon table. 

Attachment. 

•• • 
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Ke.rch 16, 1943 • 

.lCCEPT.lNCES 

Koore, President, 
Brush-!ioclre Newspe.pere , 

awJUuu tra tor, We..r Se.vinge Ste.tt, 
•;~eve~a.uo 1 Ohio. 

K. Dee.r, President, 
ican Newspaper Publishers .lssn., 

Journal, 
City, N.J. 

G. Andrews , President, 
England Dal!y Newspaper .lssn. , 

~ London, Connecticut. 

Hudnutt , President, 
Daily Preaa , 

~W"UlU.C .U -Telegram, 
, Ohio . 

1 L. Walta~ Ke.ne.ging Editor , 
Ste.r Journe.l , 

Kinneaota. 
l.Ut.ern.eh of Roy Roberts , !SKE) 

Cowles, Jr. , 
of War Information. 

Cre.neton Willi~, Gen. Mgr. , 
American Newspaper Publishere, 
370 Lexington .lTenue , 
New York Cit;r. 

E. S. Friendly, 
.ldTertielng Council, 
New York Sun, 
New York City. 

Charles P. Ke.nshlp, President , 
Southern Newspaper Publisher s, 
State-Times and AdTocate , 
Baton Rouge, Louisiana. 

•• -

George B. Parker, Editor in Chief, 
Scripps-Howerd Newspaper Alliance, 
Washington, D. C. 
(Alternate of Yr. Roy Howard) 

Frank E. Gannett, 
Rochester Times Union, 
Rochester, New York. 

John S. Knight , Vice President, 
American Society of Newspaper 

Editors , 
Kiaml Herald, Vlami , Florida. 

Thomas White, 
Hearst Publications , 
969 - 8th .lTenue , New York City. 
(Alternate of J. D. Gortatowsky) 

a K. Cox, 
isher, Kiami Daily News and Dayton (Ohio) Dally News, 

~certain, but will try to come) 
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REGRETS 

Paul Scott Vowrer, Arthur H. Sulzberger, 
President, New York Times, 
New York City. 

Editor , Chicago Daily News, 
Chicago , Ill inois. 

S. R. Winch, President , 
Pacific Northwest Newspaper Assn., 
Oregon Journal, 
Portland , Oregon. 
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?16/ 

TREASURY DEPARTMENT 

INTEit OI'"FICE COMMUNICATION 

DAT&Kar. 1~1 ' 43 

1 jWlt want to go on r ecord •• aa;rint to 7011 that I cannot 

endorse the Orpniution Ch&rt which wao abown ""' this mrning. 

I dl.acuaaed this at least !or an bour-and-a-1\al! witb llr. Ball 

and llr. Robbins, and •• tl.nalJ convinced tllat it would be au<:h 

bott.or to proceed 1ntol'mOJ.4 tor tllo AprU <lrive. 

I u tOrJ7 that you did not han a chOllce t o hear t.he objoctioos 

I raiaad, tor it ia ~ opinion that they are vali d onee and that 

wo should come to a positive and l'inAl cooclWllon •• to tho 

rutur~· plaee o! the War Savings Starr before attempting any re­

orpn1utioo. 

lfr . Robb1no knew t.hat I ..;.. not 1n agro-t wit.h Ilia, and be 

•uuoot.od t.hat be · would dJ.nWle tbio • ttor with 110 during t.ho 

atto.mooo, but I ban be&rd not.hing turtber rr- IWo. 
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MAR 15 1943 

a- ..a. ... tiU- e6 tM Ill ,,... 0 '¥ 

j .. - a 0 e6 ,_ •• I $'fto .. $ ,_ .. .,_..._ 
_ .... , .. , .. ,.....,. .. ,, _ _... .. .. 
JIIBIMtMIIrtMaia,._,., ............. .... 

................ ................ 

._ .......... 

.... '?''$ 7 

... 's ... 
MIS$ e I a'' 

'--

...... ,,_.. 
(llpei) H. 'lfo~U..a, Jr . 

?17 

' 
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MAR 15 1943 

.... ~r.M·"'iM 

,.....,__,_...,. uu=·,.... 
• te ....t • Willi.\ te &"....... I .. ' tt I ew=: te _,., •• ,.. .. ,_~ ' ... .._ J't _ ............. . 

11'.-.-&e ... se ..,. ... _..__,.._. 
Is s ,, ... ,__._.eo seswt~oe"c•.,.. 
u.. ..... el_ 

la"' 19fiii.MJW twr-W. _. ""* te ..... ,..,...,__, ......... ~ ''-' ... ' 
l1leU ..... ~ .... b* • -·- u-. 

IP. .. a. Msrta 
.. 0' 0 

, 2 .... ..... 

M) e $I .. . 

---

.. u·•JF,.... 
(llpei) B. Kera-ulbau, Jt · 
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MAR 1 ') 1943 

o.u llr. c m 

............... 0, 

.. ,..w.. ..... ~-­us ... ..., •• 
A"dee I 4• 

=- Picture sent, au tograpbed: 
• r or lobo L. CoDDer witb sincere 
regards , Henry Korgentbau , Jr. 

191.)" 

?19 

•• .. 
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................. , .. , 
, ..... ,_. .... .,...ww.- ,,.,_ . .,....... ~ et.... '''"'· l- ...... ... *"'--'•'*·-"-,_ ..... _ • ...... .t-: ..... ,~, ........... ,...u 

c rt.u~·· ,.,_,_ • ..,_~., .......... 
,,...... .......................... . 

-'*lAA .. , ................ " .. ... 
,.. ........ «' a te ........ .., • .- • ..,.. • == ...... ,..., ....... - el ,_ ,.._ 

.-.u ...... , ·'-

....... , '! 
MJ e $ n ... 

-

... dJr,..... 

{B!roe4) Benrr Worgontb&o, lr, 

n o 
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!!C!OJml yng MP ML' or w pme 

1. J,fUrlttee M •• la att··· etstel 

o . ...... u 

l.eUel' w .,.,. .. ,_., .. n'lleortpU• w ~,,...,_, 
"-· laa , ._,_,, h .... "T MMUo, '1'.11, 
ao.IO, Kar 31, 181f. 

7~U• 4Hf.aoa'l-. a "'ol'IIII'V "-' JloiF, 
0.\AII' U, ltlf. laa Ita•• P..-o -
MITIM•e .. • ....._ wtl ... pp • ...,...Jl.. 

'"~u .. 4Ht.aoa\1-. ...... ..,.., OoM..., a&, 
1ftf, u "'.n ... ., looM' JloiF. laa ••-•• 
11 .... "T ......._, • . II, ... a.e, 0.,.._. 111, 1917, 

. , .,...,... 11 7noU•• wu- " tM 41ovtet _. '"'' u-... ·~ .u.., ...uce ._as. at .u 

April I 

..,, __ . 

.., e 

•u• ...... laa '"'-'' 11 .... "' ......... ... a, ... 13, • ........._ u, 1tl?. 

laU•'• p114p tor ll'llartr ..,. Ita•••• 
reprla-.4. Iaa C~eacrolllaal leMr4, ... ea. 
,.... • .. a.... w ...... p . ... 1. 
April I, 1111. 

Jppeal w ""' -•-\17 aa4 -..,. ao ftC'IlarlT 
u poMl'lllo. loa ,..,_,, , ..... "T .,.,.... 

"· '· ... "· .., ao, 1111 • 

._.., w ,..,11 ot .._ _,.,. " 1- \Mlr 

-•· ~.on.... loa '"'-'' 11..- "' 
-· " · '· ... ............... 1111. 

lW 

fli\WF """" s.-. Ita•-•· loa tw•-•• 
1 ..... ..., ..... c ............ ,, 
.~pn1 ao, 1flt, 

Jppea1 tor _, .. et lao• 1.1-v s.-, a'lllo 
•• ._....,. 11•••· Jaa ,..,_ .. 1eeu4 
"T Oar•• lluo, " · '• a o.IM, .., t, 1tlt. 

... • 
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.,., mp AD MLI ar Ml ... 

11. Mtlylllte \let. le In le!tJ "W 'If" lD!-1111 

(In fork tlaea ao\ a...Uule la II ••AI7 Ll11JU7 tfrr t~aeM 
,..,.. 11&\arial 08J>Mial.lt 4Mln& ..,. \e •- a\ lw fork 
tt•e ottloo la .U'IIM Jloa11U.. or a\ Ll'IIJU7 at ao..., •••• 
lle\erla1 .., 'lla ob\aia .. la pllo\ona\ ton '"" Llbi'U7 
of ao...,aaa.) 

lleJ I2 311 

..,, l. , I l l 

, ... 1 114 

hp\. 113 1. , •• , 

0.\ • • 11•1 

Oo\. 11 111 

Oo\ . 11 1 •• 911 

Oo\, .. 1 14 

0.\, • 112 

..... 1. ••I 

.t.,rll I ••• 

.t.,rll ' 111 

.t.,rll t 111 

.t.,rll ao 1111 

Aprlla Ill 

.., . 111 

~-- \e ... a-u at~- allaU .. 
all .. ·-··1-. 

loft\• M hJ ..... II I ..... all. 

'-"....S'bea no,ooo. 
jppoala \o hJ ...... of •m• tor aU la 
~ ... 

nu ...... , _,_ n .. \o ..., .... , ,....,. 
·-la· ... , ......... ,,u •••. 

Mea-.. d.eliYOI'M \0 ..,. .. MUobal, l aw York 
cur. 

~· .. ..., ...... ,. al4 la \lairt 1-. 

llpa....,... '11111 • 

zdp la hlU•"· 

..,._lbee tl,OOO a\ a ~--· 

lEU \OI'tal. 

._.. -- \O _, ... of ....._ .....,.._. 
., -··· 1.111 .... , ..... . 

IP....S- tor tiO,OO 'ltea8 • -~ 
laav"-' pla -' •tMrleM --' _, 

•• - ••-• u peeel'lth -•• lall 
MaerlpU•. 
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llq. 911 

..... 16 I I? 

14pt. 1 &Ill 

hpt. I &I& 

,.,,. a 1111 

ltpt . 10 Ut& 

-·-
•..t\ea h hOO "-t at U...tre tar tat 

to ••• ••11 .... 
wn'" ...-a1 .. -. u.a ia ..anrua-ta • 

Plua epe.a Mlrlac tow • 

..... -"Ill ·- p1 .. a. 

.. allltt17. 

-•" a .. toloa te aboa._ vlp ~ ..... 
..,,. 11 111 Pne'"'- Oot•~ 11 .. t.n.n, Jloir. 

ltpt. a 111 Opaa : '• wUil eMr"• et lw farlt 
llft.ape1U• Opera ...... 

14pt. • 1111 •tterlal. 

•~~>•· • t l1 .w. ... ua-t. 

Oo\. 4 1111 ..... a 11,000 'MilA a\ .., .. ,re la 1lulllac'•· 

Oat. 9 111 la\..tMa •• 110,000 ......... ...,. • ...,. lleAAee 
la '"r te ... ,._ ... . 

0••· 11 111 .Weal Ml1lllc tar .. ..-a ... tpu ... 

Oat. U 1 11 teeel ... -"• •• .-, ...... _,,.., ..,. ... 
lle ..... lloOOO W .a •k¢iqh ....... . 

Oat. u 1 11 --- at ..... ., J.l~\7 - ,..... la 
.... ,_ Ol\7. 

Oat . 11 114 .__. ..,.a1. 

O.t. 11 1114 ...... r-' at l . f . f . O. nl~ at Oo1•1>la 
vu ...... , • . 

Oot. 10 11111 ...... 1,000 W ...,.. •• fork Poll .. 

Aprll ' 1 11 

Apl'l1 10 111 

.. 10 111 

o.-&eatoall' . 

....... at ..,oa1 tar ""'"" ~. 
• I I • • I 

I I I • • I 
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224 
CONFIDENTIAL 

Oo-h oa of .._.oil oalAoo to 4.ah wt Ua oalAoo llvUW u.. 
, .. , -l>or of llulMII U,. la ro'"-7 M4 ~~ 19113 

( .t.• l one prioo la U.......,., of .. 1laro) 

...... 
1,71111 • 1, 71111 • 6,7116 • 12,110 129·r U ,lll 20,631 21,1111 15,621 911. 

13,oo6 ,,6,. 11,1. ~1,021 123.3 
19,92.) 5.).561 52.~ 7.111 101.2 
.)2,~ 15.719 •• 7 69.173 101.1 
25. 111,193 116,513 101,696 95.11 

)0,110 1112,003 150,~ 137,2111 94.2 
27,617 169,620 171,1 1711,~ 95.2 
21,512 1~,202 201,117 219, 7 95.0 
53.117 2 .319 222,972 275.292 109.6 
23.937 268, .)21 2117,6111 299.033 101 • .) 
25 • .)11.11 293,671 270.009 3JII.II96 101.1 

.t.11 flcv•• aro U,.ol h w1U. u.. tr-•r ot U.. tlaUe4 1\a\oo • ..,_,_ 
ot proo.-o of Mloo of •ue4 1\awo ... ,.,._ 'llo.to, 

J'icvoo ba•• - ro..u4 to ••roo\ \bo'tl-4 u1. will ao\ •coaoarli.J' 1114 
'' \otalo, 
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ONADOOIAL 

u,.~ ,..,, 
12).) 
101.2 
101.1 
95.11 

911.2 
95.2 
95.0 

109.6 
101.) 
108.8 

Co!lparhoa of lluoh uleo \o 4a\o vi\11 oalo o 4urlq ; 
,... • ..-bor of llv.tlaooo dqo 1a J'e-,. u4 .J_,- : 

(.1.\ 11 .... prlc• 1a \lunl-48 of 4ollaro) 

Marcil 

IWoh 19~) 
2,4112 • 2,11112 • 806 • 2,716 1 

2 

~ 
~ 
5 
9 

10 
11 
12 
1} 

• 2,869 5,)U 9.720 ),0)6 
6 ,6112 11,~ 11,290 6,1)7 
4 ,~ 16, 25,198 14,520 

15.5 ~,016 48,264 15,11<!8 
9.055 ,074 65,1o6 29.726 

14,290 55.~~ 75.526 ~7 ,612 
10,125 65. 9 92,154 6),556 
6,100 71,55~ 100, 552 91,679 
12,~ 8),77 110,4)1 115.896 
6, 90, 118 12),086 129,017 
7.)4) 97.461 1)1,457 149,6o) 

.U1 ftp.roo are 4o)l0tlh vitll \llo !reoouror of U>e t7Dlto4 St 
ot oroooo4o of oaloo of 0Ulto4 Sto\oo oo>ioco boa4o, 

r·tcv•• ha•• 'ben. rou4.e4 to uareet tbouead and will not o 
t o totale. 
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.. clan 
' lla1'4ht. o 
:peraeat ot rebrparr 

JO},OJ' 
511.6 

105.9 
51.2 
66.} 
6}.1 

1}.} 
71.1 
p .o 
75.9 
7J.2 
74.1 

neeetaarll7 a44 

TO 

TREASURY DEPARTMENT 

INTIIt Ol'l'ICI COMMUNICATION 

Secretar1 llorgent hau 

J.!r . Odegard 

Pursuant to our conversation, I have undert 

examine my own position in t he Treasury in the l 

current reorganization of the War Savings Staff . 

I assume that 10u will want to relieve me o 

~strative supervision for the press, radio an 

activities of t he \'far Savings Staff for whi ch I 

responsibility. Assuming also that you believe 

sorae continued se1•vice to you and to the Treasur, 

set f orth belovt some indicat i on of vthat that sor· 

(1) 

(~) 

(a) 

(4 ) 

(5) 

Serve 1~th Mr . Gaston in considering g• 
problem& of Treasury Public Relatione. 

To help in the preparation of public a 
menta, speeches, and so forth. 

Analyze and report on public opinion t: 
they effect Treasury operation& . Tnis 
would be based upon data from various 
including the Bureau of Intelligence o. 
Ofiice of Vfar Information, Elmo Ro. ,er, 
Gallup, Henry Link, and so forth. 

Continue to give such assistance as I 
tho new War Finance Committee and it a · 
particularl y wi th r elat ion to the liar : 
Staff . 

Be of vthat service I can to Ltr . Paul a 
Sul livan. 

Regraded Unclassified



(6) 

(7) 

(8) 

Represent the Treasury as a speaker wherever 
and whenever this seems expedient and wise , 

Assist in handline correspondence from your 
office . 

If time permits and you agree, begin work on 
a history of the Tr easury during your ad­
ministration. 

I want you, of course, to know that I shall be happy 

to servo in a01 way you may di rect so long as you want ne to 

stay wit h the Treasury. If , however, you should fool now or 

later that my services have reached a point of diminishing 

re turns , ITill you please let me know so that I can cive you 

my resignation without delay. 

227 
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TREASURY DEPARTMENT 

INTER O I'I'IC E COMMUNICATION 

TO 

DATC 

cc::nDE::TI:AL 

!larch 15 , 191~3 

SubJect : 'l'he 
~i·e 

Bwnmnry 

C~.1 .odity orices : 'l'he t•ecent SteCdy Utmord trend of basic 
co::uodity prices >Ias tempore.rily lwlted lnet 1·ee::. The 
3~ index of 2S basic eo1.1modi ties declined 0. 2 u~roent 
thus l'et;i sterins t he first deo1·enee since "lid-Jitnw-.r y . 

1 

:Nindl1n,; !)roaoeote for early conoi der t>.tion of et;r!culturl'l 
le '!elation 1 end steps t n:ten t o incret.ae the coveoent of 
:;r{.in on the Greet Lakes oe.ueed declines in '!rices of frru 
?reduct s , l)nrt1cularly t:her.t . 

Stock rnnr ltet : After a s liGht ret~ct1on , s toclt nr1css ""d trnd1~ 
nctivity again moved up t o around r ecant r>erk levels in the 
l ll t te t• nv.rt of last >teek . As mer eut•ed by the Do1 - Jones 
:wet•t~geG , industri a l st ool< pt•ioes t\t the close or the 1·1eeit 
He1•e vi rtu!llly unchane;ect ft•om n ~<ee!t ctll'l1el' , but rn1lrottd 
1'-lld uti11 ty atoclts uere frPot1onnlly h1t:hat• . 

"et t' il trnde : The recent he~.vy 1·nve of aonre 1,ur1n::; hee sholm 
" ''''ther aic;na of modernt1n6 . The .;c i n i n cte!)P.l'tnent s t ore 
cDJ.ee over 121>2 levels ne.r••o.:ed to 11> percent in the ~:ee:o 
endeo. .. nroh 6 f rom 26 percent e. 11ee't el't•l1er . 

Liv1Jifi coots : In contrast to the tt•end in the United Stntes, 
t e Co.nOOdian coat- ot- l1vin.; i ndex deol1ned 0 . 2 percent in 
Jt nu~r)' , 1.'1 th t he retail price of food dro!)_,i n · 0 . 5 ?ercPnt. 
Livin • coats in the United States o.uri n, the i'i rct 3 • ;·eti.l's 
of the 11c.r h~ve risen 22 oercent , no ootapnred 111 t h a rise 
of 39 oet•cent i n the correopondin. J)fr1od of the l r.s t ' . .'orld 
ttnr . 

St eel production: Steel ouerntiono lnot ueel< 11e>·e scho~.uled to 
t•e r ch n ns~< hi~h for the yer.r nt 99 .1 !)eroent of cepe.city, 
in tonnac;e the ~third hi~hest on record . St eel 1n1;ot Ol'.ptXcl. t y 
r t the be -1nn1nr of 19il-3 rel'ohnd 90,293 ,000 net tons , 1·ith 
rn increnea of 1 ,100

1
000 ton~ in th~ J>r~v1ous ht~lf J eer. 

- - - -

... • 
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Oo~oditY prices hesitant, but etook prices show further strength 

Reversing the persistent upward trend of recent lleeke basic 
commodity prices developed hesitant tendencies last weak ~d 
t·e~t·esentat1 ve price indexes declined moderately. In the early 
part or the tteek stock prices 8lso reversed 1•ecent trends and 
enoed someHhat , >thi le t rading activity slackened not1cee.bly. 
Houever, the dwindling of activity on the dsoline, and the 
otren:;th or the market in the face of selling tor incoce t rue 
,urpooeo, apparently impressed traders and investors since 
?rices \ere bi d up again in the latter part ot the "eek. By 
?ridAy both prices a nd volume again rose to recent peak levels . 
At the olooe ot the l-leek, induat1•ial stock pri ces as ceaeured by 
the Dow-Jones averages \:ere virturlly unchan~:sd from 1:eek earlier '"' 
levels , ~bile railroad a nd utility stock prices were fractionally 
h1: her . 

!!nr~et senti ment seems to have been hel ped tome~o'hat by e. 
s t a te::tent issued by the presi dent ot thll !lew Yo1•k Stock E:xchan.oe 
on Thured~y, saying that he had Just r eported to Presi dent 
Roosevelt tb~t the securities market is in a healthy condition . 
In the previous week the stock exchan~e president hne issued a 
s ttlt e!.!O.nt warnin~ the -public against indiscriminate buying of 
lo>~- )riced stocks . 

Ill. connection m. th the strong, shot/in« of the stock market 
in reoe~t months, 1t 1s interesting t o note that the short 
interest in the market hae been increasins . The short interest 
roRe 1'1•om 502 000 shares a t the end or December to 579 ,000 shares 
on J~nuary 29 : and to 66~ ,000 shares on February 26. This is the 
larges t figure since He.y 1939, and the increase lends soce 
credence to recent freouent re-ports t~.t oany traders are looking 
for n corrective reaction in stock prices. 

Basic coooodity or1oes recede slishtly 

Prices of ataole co~od1ties were unsettled las t ~~ek by 
the s t atement or Price Administrator Brown that a price ceiling 
~ould be placed on live hogs . Later, torm oroduct ?rices were 
further dampened by dwindling prospects o! early consideration 
or pending lecrislation designed to r aise a~ioultursl -prices . 
The uncertaint y in baeio commodi t y markets resulted in a decrease 
ot 0.5 percent last week in the BLB index of 7 uncontr olled 
co~todit1es t he first weekly decline since mid-January(. Th~h t ) 
BL6 index ot 2g basio oomood1ties was ott 0 . 2 percent. See ~ar~~l"'. 

Buying enthusi asm in t he gr a in markets vee somewhat chilled 
by the suspension of oreterential treatment or ore cargo~s on 
the Great Lakes by the oDT which would allow a larger t an 
anticipated graJ.n movement' next month via the lakes . \>'heat 
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nr1ces showed a net decline tor the week tor the f irst time 
ln a month. 

Repla cement of the temporary prioe oeiling on corn by a 
•permanent• ceiling at unchanged levels ot 92 percent ot parity, 
rather than 100 percent or parity ae bad been anticipated, was 
a further depress ing i nfluence. The oorn ceiling will tend to 
reduce the supply or corn tor dairy and poultry f eeding in the 
eastern states, according to trade representatives and certain 
Government officials , since it is more profitable to teed corn 
to hogs than to sell at the ceiling level . As a result , press 
reports ment ion the probability that the ceo will be called upon 
to sell Government- owned corn to meet demands in the East. The 
ACount of corn owned by the CCC as or February 1 was nearly 
145 milli on bushels. In addition, corn under l oan as ot February 
acounted to nearly 49 million bushels . 

Despite trade antici pation ot a forthcomi ng ceiling on 
linseed oil, flaxseed prices rose slightly to another war-ti~e 
high as demand increased. Prices tor s teers receded slightly 
from t heir war-time hi gh of a week earlier, but hog pr ices rose 
to new 23 year-highs a s receipts continued low. 

In the week ended March 6, the BLS all-commodity index 
rose 0 . 2 percent to a new 17-year high, making a gain of 1.1 per­
cent alnoe January 30. At 102 . 9, the index is J7. 2 percent 
higher than in the pre- war month of August 1939 . 

Canadi an rood costs continue decl ine as ours increase 

Showing contrasting trends, the Canadian retail food index 
decreased 0 . 5 percent in January, while the BLS f ood index for 
the United States (according to oonfidantial data) moved up 
0. 5 percent in the month ended February 15. (See Chart 2, 
lower oeotion .) The Canadian decline was due mainly to lower 
seasonal prices tor eggs and oranges, and f ollows a sharp drop 
in the previous month resulting !rom subsidies. The rise in 
food prices in the United States wae t oreahadowsd by substantial 
price increases as ot February 15 tor ~oe t groups ot tarm rood­
stuffs, especially truck crops and fruits. 

The Canadian oost-ot- l1vlng index deol lned 0 . 2 percent ln 
Jnnuary, retleoting the drop in food prices a nd slight reducti~ns 
in costa of fuel lighting a nd clothing . (See upper seetio~ 0 

Chnrt 2.) For the United States, the BLB coat-ot-llvlng n ~~e 
for February ie not yet available, but an estimate based on 
Conference Board i ndex shows an 1norease or 0. 4 percent . 
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Living costa rise lees the.n i n first ~torld war 

A compari son ot the rise in all living costa and in rood 
coats during the first 1/orld llar and durine t he present war 1a 
made in Chert 3. In the upper section it may be noted thnt 
11v1ns coats I n the first 3 i years ot thie war advanced 22 .3 per­
cent, but in the i/orld tlar bad advanced 39.1 percent . In the 
first 2S months t he rise parallelled that through 1916, but 
since paesa~e or the emergency price control act in January 1942 
the present rise baa been much more gradual. In t he first 1/orld 
\lor, price controls under the Food and Fuel Administration were 
not ac9roved until August 10 , 1917 . 

Food coats in this war, however, have been lese eetie­
fCIOtot·ily controlled. (Refer to lower section of Chart 3.) 
~~le the rise in total living coste einoe August 19)9 has been 
56 percent sa great ae in t he comparable period after the 
beE;1nni ll6 of the first 1/orld liar, the riee in food oricea has 
been 74 percent as greet as in the first World ilar . · 

Ceiling on live bog prices imminent 

According to a press s tatement by the Prioe Administrator, 
a ceiling may be placed on live bogs at $1).50 a hundred pounds 
at Ohiongo, involving a "roll-back" of aoproxi mntely ,')2. 50. 
(The Government ~upport level is $13 .25.) The Administrator 
11as quoted as saying , •I do not think the farmers ttould be 
di ssatisfied ltith ~13.50 hogs; that is ~·ey above parity•. Later 
prase reoorta stat ed, however , that officials are preparing to 
place a ceiling at $14 . 50 to ~15.00 a hund.red pounds, Chicago 
baeia. 

The oreaent >~holesale ceiling on dreeeed hogs was !)laced 
when live. hoga were selling tor about $14 .00 per hundred !)Ounds. 
Retail orioe ceilings in dollars - and - cents announced last 
~reek ~;ere on this same baeie . Heanwhile, the continued rise 
ln live hog prices to a level near $16. 00 has intensified the 
squeeze on packers . (See Chart 4 .) It >till be noted that 
pnokere ' gross margins, as-cnloui ated by the Department of 
A~rioulture , point to packing operations a t an even leas 
profitable level than last summer . 

ProQOsed meat r a tion larger then earlier indicated 

A probable >Jee!U.y meat ration of 2i pounda per capita, 
officially announced by Food Administrator 1/iokerd last week, 
ia about 30 percent higher than official ex~eotations a week ago. 
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This ollol:ance, however, presupposes Wholly e!t.'icient distribution 
ot su)nlies, to&sther >:1 th extinction ot blnok 01arkets. It 
r.tllarently aeawnes the 01inimU01 ot t he announced oeroentage 
allotments tor military and lend-lease requirements. 

Potato shortage looms 

A potnto shortage was disclosed l ast ~:eslt in Ne1·1 York City 
and in several other regions ea st ot t he Missiasi~i , apparent ly 
result ing !rom the operation ot nrice ceilings and !rom an roo 
order teml)()rarily banning the loading o! nll potatoes in Hains 
(exce~t seed stock) o>:1ng to a current scarcity ot r efrigerator 
cera. 

The ceiltns pl aced on potatoes l ast mont h exempt s seed 
atoc::a . Growers are reported t o be selllnt; their potatoes as 
•seed stock• directly to dealers a t the targ, at ~rices higher 
th~n tho regular trade can attord to pay under the OPA Yholeeale 
ce1lin<; tor shi pment to metropolitan mar~ate . Disorsan1zed and 
reduced distributi on have resulted . 

Since the 1942 potato crop >tao only 4 percent grea ter than 
1941 l)ro~uct1on , and is small in viel·r ot expanded Government 
and oivil1an demands, any maldistribution ag':r avatee the suooly 
situation. (The 1943 acreage goal has been revi sed to to t a l 
20 . 3 pe1•oent greater than t he acreage ho.rveated last year.) 
Possibi lity ot short potato suppli es brin8 s to memo ry the crop 
short age in 1916 . In that war year untnvo1•able weather, 
to ;etber with a cut in acreage ot 4.5 percent, reduced output 
20 percent from t hat ot the year betore . As a result , pot ato 
prices soared trom an avera;e t erm price ot 95 cents a bushel 
1n Au_,-uat, 1916 to $2.SO a bushel i n l!ay, 1917. 

Outlook tor coa'llercio.l truok and tru1 t crops 

The producti on and Processing ot ooaoercinl vegetables and 
fruits this year continue to be maJor problema. Even betore tbe 
extent ot the February treeze in the South became known, the 
Depnrtment ot ~~riculture reported an expected reduction ot 
ll percent in the comnercial vegetable crop beinG harvested 1n 1 

February and t hroughout the spring . According to t he Depart ment s 
report ot condition as ot !-larch 1 •essenti al• truck crops for 
shi pment are malting lees t avorable progr ess genet·ally than a 
year o.go . 
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l:i th respect to the proposed subeidy tor tood c~nners 
, rea• report s state that the rmount ot ~25 2illion suggeat~d 
by ceo officials is only one-sixth ot the amount which the 
connera a~ty t hey ~till need. 

Scare buying moderates 

Further moder ation in the recent heavy Have of advance 
buyinG of clothing and related items is disclosed i n department 
store oPlea figures tor the lteek ended Harch 6, ••1l1ch >tere 
15 !)ercent lo11er than the peak reached in the second week in 
rebrurry. !lore over, the gain over 1942 levels narrowed to 
14 neroent f rom 26 percent in the week ended February 27 . 
Preliminary reports indicate some further slolling up in buy­
inz l as t 11ee':, 101 th the anproaoh of the income tax deadl,ine 
cited as a contributory factor . 

Althou~h the sales gain over year- earlier levels baa 
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been narroll1n:; recently, it must be remembered that scare 
buyincr waa very heavy in the early part or 1942. If comperiaona 
c.re made >r1 th the more normal yero• or 1941, it will be found 
that depr.rtment store sales in Februm•y trere 60 percent higher 
t hnn in the corresponding month in 19~·1, as compared with 11 
g~in ct 31 percent over February 191>2 . 

January sales figures for 1111 types or retail stores 
release~ last week by the Department ot Colllllleroe, >hen compared 
11th the corresponding month in 191>1, reve11l the striking 
c:wnses sho>:n in Ohe.rt 5. It >till be noted tha t during t he 
t"o-yer r intervel siiles of eat1n(; c.nd drin!tin& plc.ces (the 
. roup leant subject to price control) and t>.!)Oal·el stores 
J~oed g5 oeroent and 65 percent, respeotively. The only 
stores to show declines, >:h1ch were the automotive !!t'Ouo and 
filling sta tions, or course reflected raeollne rationing and 
t he etopoage in automobile production. 

Decline in net income of lnduetrir l corDOr ations in 19~2 

Earnings reports ot induetrit l corpor~tione covering 191>2 
ooeratione have been longer delayed t h11n us ual, nnd a re of a 
more tentetive nature because meny opernt1one cxe subject to 
1'8negotintion of contracts . \lhile some further time must 
elnpee before industrial eernincra dan be menoured eccuratety• 
1t is obvious tha t net i ncome ntter tnxec declined 1'rom 19~2 
l evela. 
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~hue n compilation or the repo1•to or 710 leading 
ln<i.ustr1&- compc.n1es :for 194.2 prepared by t he :·atlonel City 
Brnl,t or .. e\1 York reveals thct net income after twtes droooed 
to ~1, ?10 millions :from $1,397 millions in 1qlj.l--a decl ine of 
lJ . Il. pe1•cent. Net income before t c..xos in 19f•2 liD& nee.rly 
one- third hi ghe l' than a year etwl1er, since the p •eet 
ex ')Onaion in business volume more than o:ft'set hit:;}ler l abor 

?.34 

r nd r.tat eri ~.l costs and increased reoerves tor oontin .. enc1es etc 
Com~rison of income before and nfter t nxeo :for the 7lo ' • 
1ndustr1c.l companies in 191~1 a nd 19lj.2 is ohown 1n the follot<lng 
t able : 

1941 1942 Percent chan"e ' ' _ 
(!Ulli ons or dollars) ~ 

:·et incoue before taxes 
Federal income c. nd excess 
~rotits t axes !/ 

!:et income nfter t e.xes 

2,712 

Peroent nce ot net income t aken 
by t mtes 4S . 5~ 

!/ Arter ded\ICting post- t·mr credits . 

+S l.2 
-1:; . 4. 

The net income of uublic utilities oocpnn1es a lso declined 
in 1942 , 1~th an NI OB t ebula tion ot' results tor 27 companies 
shol!ing n drop or 12.6 percent :from 1941. In oontrost l:ith 
the declines in net income or lndustri ttl nnd utility co,panies, 
net i ncome or Cla ss I rcllroads in 1942 vee 91 nercent h1~her 
t ht<n in 194.1 . 

Steel orociuction cnpnoi ty inct•eased 

Steel i llbot production l as t wee:: wne scheduled at a ne>: 
hl<'h :for t he year at 99 .1 percent of CP.lli'Oi ty. On a tonn~e bnsl8 
this \/t'. s the t hird highest level on record, beinr; e:tceedeo. in 
only 2 weelts during october ot lr.st ye~r . Steel o"lera t1ng re.tes 
trere revised recent ly to oontonn to the ne\: oe.paci ty t1r,"U!'es 
announced tor January 1 19Jl.3 . l'lith en increase of about 
1 ,100 000 tons i n the s~oond hnlf ot 1942 , totr~ s teel ingot 
ccpncity or t he induat 1·y at the ber;inn1nr, or 1943 was 90 , 293 ,ooo 
net tons per annum . Si nce the beginn1nr; or l94o, steel oapaolty 
·hns been exQanded by nearly S ,700,000 net tons, and an additional 
exprnsion or nearly 7,ooo , noo net tons i s scheduled . 
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lire. Klott 

Joseph Gaer 

TREASURY DEPARTMENT 

INTEIII OP'FICE COMMUNICATION 

2-+0 

DAft 

March 15, l9<l3 

Hr. John J. Flobert7, a diet1nsuiahed author whoee boote 
have e tremendoua audience 1n the eohoola, ie now writing 
a boot entitled 1 !he Mone7-Go-Round1 , which deale in part .•. 
with the u. S. TreaaurJ and how it tunotione. Be wiahee • 
to epeat to the Seoret&rJ and with Dr. Barr, Dexter Vbite. 
Tben be wlehee ae to gatber eome tunotional Treaeur, 
material• tor b1a. I teal that lt would be to the Treaaur7 1 1 
advantage tor the Secretar7 to eee Mr. Ylohert7 and tor 
Dr. White to explain to him eoae ot the relatione ot the 
Treaeur7 to the nat1eoal problem ot tinanoing. I eball 
tben be glad to aeeiet bia, it I aa ottioiall7 aaeigned 
to the taet. 

I wanted lOU to eee thie aeaorandua betore I epote to JOU 
about an appointment tor Mr. Flohert7 wi th the SeoretarJ. 
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•~ohn Joeep~ ~ohert~, author, born ot American parents 
in Ire and, Apri, 188 ; •· Patrick Vincent and Katherine 
(De Cantalon) F.; ttudent St. Flanaana Ooll., Ireland, 1899-
1902; m. Lillian Buaie H~&nt, Jllnt 1906; children--John 
Joseph, C7nthia HllDt (Mrs. John Joaeph Gaeta), Reporter 
Root Newspaper Aasn., 1905-07, United Pub. Corpn., 1907-20; 
Preeident John J. FlohertJ, Ino., 1921-28, Flohert7 and Sta.tt, 
1929-~9. SerYed with 7th Regat., N.Y. N. G., 190,-1~. 
Ep1aco~al1an. Clllb: Dllteb treat (New York). Allthor: Fire, 
1935;t A1rl1ntr; qn•n'tatn ot tht Coaat; Moyit••ktrt; 

t!!ct; ~n ~~; ~; x: ed :!~·· 12llth at the !!heel; t th H io e; i P ; llr.!te !IJ tor the Na1l t ; 
1939; Men litbpQt r ear, 19,0. Contributor to aan7 aaga&1net 
and N. Y. Herald TribllDt. Hoae: 8 Shoreview Road, Port 
laeh1ngton, N. I. Ottice: 2 Eaet 2~rd Street, New York, 
N. I, 0 

He haa jllat tllrned in to hie publisher a book on the 
Department ot J~&etioe . 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMU NICATION 

DATa 

Secret ary Mor genthau 

Frances McCathr an 

March 15, 1943 

CON TROVERSIAL ISSUES BEFORE COllGRESS 

.r'ost-'.lar Planning - President Roossvel t in a conference 
yesterday 1~ ith 6 Senators approved the "genera l obJectives" 
of a reso lution sponso red by Senators Hatch, Ball Hill 
~nd burton . Originally scheduled to be introduced in the 
~enate on Tuesday but pr obab ly deferred for further dis­
cus~ion between the White Rouse and it s snonsors. the 
resolution would call for Senate apnroval of United States 
init iative in creating a permanent United Nations organiza­
tion to: ( 1) form t emporar y governments f or nations as 
t!1ey He recilotured from the Axis; (2) provide f ood and 
other r elief for these nations; (3) create some definite 
arbitration mechanism to settle future disputes; (4) form 
an i nt er nationa l police force to ensure, by fo rce if neces­
~ary , that no nation will in the future disturb the peace 
of the world. Perhaps most si gnifican t is t he fact that 
the Senate, which has the power t o ratify oeace t r eati es, 
i n backing t his r esolution woul d ol ece itsel f on r ecord as 
aonroving some fo rm of i nternational coooeration, instead 
of blocking a ll such oroposals as they di d af t er the. l?st 
war in r efusing Wilson's League of Nations . Th~ Admlnlst~a­
tion. however, whi le approving the broad obJectlves ?f thls 
olan i s sai d to be deb?ting t he advisabi li ty of caus1ng a 
de t Piled discussion of the ways end mePns of international 
coooeration in Congress where it might SPt off.orematurPly 
fi rewo rks from isolationists, anti-Administra~lon g~ouos , 
etc ., on American forei~n oolicy. As if proVlng th1s ,, 
Administration cauti on 1s not without r eason. ~enator .~eeler 
has a lready placed himself against the r eso lut1on as lead­
i ng to "a str ong bitt er fi§ht which would divide the nation 
when it ought to' be united, ' and, adding the ,.Old sto<;:k ohrase, 
Snid t hat he was def ini te ly opoosed to al l entangl1ng 
alliances ." 

Tax : Pay-As-You-Go _ Despite Chairman Doughton ~ s voiced tl 
supoort of the House ways and Means tax ol en . 1t aopar en Y 

•• • • 
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is drawing f ire from all sources. A Re9ubl ican caucasus 
today wi l l line up minority support behind the Admini strati on-
00posed Ruml Plan, and there were indications of a move to 
unite Democr ats behind the Robertson Plan which, since it 
calls for fo rgiving taxes on i ncomes up t o $2,000, might 
drRw support as a compr omise between t he Committee and t he 
Ruml methode . Consequently, Repreeent~tive Robertson has 
indicated that he may ca ll for another vote in the House 
'flays ~nd Means Committee . on hi s oroposal, which is said to 
have r eceived Trea.eur y endorsement . Dought en, however, who 
consider s the Committee proposal a more effective way of 
comb?t ti ng the Ruml threat , indicated i t would reach the 
House late this week or the early part of next week . 

Farm Labor - The Bankhead Bill t o defer f& rm laborers from 
the drPf t is expected. at least by its aut hor. to reach a 
vote tomorrow. However , Senator O'Mahoney, whose substi­
tute measure was turned down, predicted t hat the bill would 
face "troub le" in the Senate . "Farmers don 't want t his bill 
at al l. 11 he added . "They don 1 t want to be considered 
draf t dogers and that i s what the public is likely to con­
si der them if it becomes law . 11 Similarly, Senator Tydings 
i n a radio addr ess sa.i d he thought the President '"ould veto 
the measure if it i s sent to him. 
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t C r":?t.:;· r 
TREASURY DEPARTMENT 

I'ROCUIIID41HT OIVIIION 

WASHINGTOH 
J.:arch 16, 1943 

n:. ORA1iD\Jll TO TRE SECRETARY: 

Supple~renting report to you of t arch 8, 1943, the 

purchases against the North African Rehabilitation Frogr am 

fro:11 . arch 8, 1943 to Larch 14, 1943, totaled ~137,814 . 57 , 

or a total of purchases for the program thus far of 

.,;20,029,986 .24 . 

Attached is report giving status of shippi ng a~ainst 

these purchases . 

The money value of the piece goods secured f rom the 

' .• ork Projects Administration is not included in the 

purchases shown to date as the value has not yet been 

established. Purchases have been ooupleted for all requisi­

tions received to date against this procram; however, new 

requisitions will be for thcoming which, \~en purchased 

•ill ohoo '" ,,, .... in'"'':;;:;· v.z=· 
.? ~lOb 

Deputy Direc~~f Procurement 
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Co=ociity 

.ew used clothing 
Cotton piece goods 
Shoes, boots " soling 
Refi ned sugar 
Raw suear 
Powdered mil k 
Tea 
A atohes 
Copper sulphate 
Drugs 
Books ~ booklets 
J;ans 
Lamp chimneys 
!.en print 
Printers ink 
· ach . finished book pa~er 
Cordage , twine 
Cotton thread 
Chemicals 
Cotton hose 
~ipples , bottles, eye cups 
r honor,raph records 
Tooth brushes 
·:;1\sh basins 
s~o.rk r lugs 
5~oro.~e batter ies 
•·ires , t ubE:s taFe 

o.rts 'or a>"tos, 
tractor. harvesters 

In l nte 

•• 
s · .rrrn .c P.l.! o!'.T J..s O] ·.-A.~CH 13, 194.8 

Tonnage 
Shi-pped to !late 
From • S. A. 

2018 .75 
sa5:; .5 

211. 25 
41So .s 
1545 
119 .5 
171.5 
361.75 

4676 .25 
t>.067 
2 

100 · 

4.72 
.045 

2 
225 

29 .25 
lti3 .5 
25 .5 

47 
175 .75 

Tonnage 
nder Load 

At Fort 

47 .75 

1084.75 

5 

.044 

5 
11 .75 
72.5 
9 

2 

141 

Tonnage 
On and at ort 
•:siting Vessels 

139 
1166 

10o 

22 
17 

201 

40 
71 

301 
14 
9 

1000 

7 

?.03 

Le.ch 
.75 

'.onnage 
En i'.oute 
To t-ort 

30 
1593 

451 
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CD 
~ S E C i.:i t:: . I . ('\j 

;onnage 'ronnr.;: Tonna~e Tonnar:e 
Ship:;.ed to ,.ate ;nder ad On Hand at Fort ~n . .oute 

Co=ociity _orom L . 3 . A. At Fo1·t ·.~ai tine \esse1s _o Fort 

Coal cutters 12 
Fullers earth 71 
·.lire rope 36 .5 52.5 
Pig iron 60 60 
Shoe tacks 15 
llabbitt metal 53 .5 
Steel 95 260 
Forse shoes & nails 101 
Gelatin 1 
Paint Pigments 11 1.5 
Asbestos sheet packing 2 
Glycerine 12.75 
Calcium carbide 247 
Scrap rubber sheeting 27 
Sheet c~per 67 
Brass r s 30 
Files 45 
Bone glue 33 
Saws .25 

Totals 21, 438 .662 1,637 .794 2, 739 .75 2, 551. 25 
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OATK Jlarch 15, 1943. 

TO 

'ROM 

f.p oretary !Aorgenthau 

H~rold Mager i}tw · 

Tnt•lli genoe Report 66 (3-12-4~) contains w~tter that 

t1 ~·1!c b-. of i nterest to you : 

(1) Channels to the Public . Most Americans rely on the 
~;c.'o ns. ltclr primary means of ·~ininr, news about the war . 

· "'J belte•te the Governmen~ gets 1ts messace across bo~t throuch 
a~n,unceoents over the rad1o rather than advertisenents in the 
ner.spapers, posters in public places, or advertiseMents in 
-~cszines ar4 printed booklets . A rat io of about seven to tr~ee 
rnorlc ' ntorviewed said that broadcasts give thP.I'l n clearer 
pictur~ thqn newspapers of wl:e t is goint: on . (Pa;:cs 4 and 5) 

(2) l!i11npo~ter. The nation' s manpower problem stems from 
tho fnc t thii t the armed forces in 1943 are being expanded from 
6 to 11 million and that some 3 to 5 million more workers must 
bp found for war industries and millions more recrt•ited into 
~.:;riculture . V/hile a major ity of the people are aYia re of the 
~r:~tence of an acute manpower problem, there is little of that 
••nr• ~f urgency about the situation which inclines people to 
r• :rort vigorous measures end to make necessary perso~el adjust-
e:~tr . /. wall of prejudice agains t the e"''plope~t of aliens , 
• ·roes, and women, a reluctance on the port of sel f -employed 

· ~ople who in maey cases have spent y~ars in buildi nF up t~eir 
tvsi~eaaes to shift into war work, and a feel ic; t~et a sbt ft 
• o war crtployment MAY "freeze" workers to their jobs fo r the 
cretion, have all contr ibuted to t~e unwillinz~ess of maDJ 

reople to ahif t into war work on their own initiative . ~n . 
interesting fa ct that may have significance even for our f1;cal 
program, however, is the wi l lingness of people to make sa~!"lfices 
tf others are compelled to make them, too . In a ~ord , wh1le 
people are reluctant t o do the r ight thin8 voluntar ily because 
~~ey feel others may bold back, they are willing to make sac;i­
'tce s where the Government applies a course of action affect1ng 
~ 11 the people. (Pages 8-14) 

' 
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cooporatio~ . Fi fty- five percent of a nationnl sample inter-
viewed in January approved of beginning now to plan the peace ( 
terms, and in two recent surveys 63 percent endorsed the idea 
of United States participation in o world organization of 
nations . There is no assurance, however, that any specific 
proposal would. receive t his much public interest . 

People displayed a generous willingness to help stricken 
nations, after the war, even if it meant furthe r rat ioning here 
at ~o~e . but ignorance of such things as Pconocic interdependence 
and va r,ue fears of foreign competition made them shy away f roc .• 
close, pti"1VVnent ties with the ree t of the world . . No more than 
40 percent favored lower ing trade barriers after the war, and 
only 13 percent favored a relaxation of iMMiGration restrictions. 
(Pa;;co 16 11nd 19) 
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CO N rE N rs 

Page 

Allied air ralda on Gern.any were widely hailed as pre-
paring an Invas ion . Th111, added to the 81surc;k Sea .•. 

PRESS AND RADIO CCM.!£NT OF lliE WEEK 

tr iumph a nd good news from Russia a nd Africa, • &de the 
comnentators optimist lc . 8ut they reiM.tned highly cri t ­
Ical of the Ad~ln l&tratlon at home . 

POPULAR REACTIOOS 

CHANNElS TO TH E PUBLIC: Page 4 

Radio Is regard ed by moat of the public as the most ef ­
fective means through whi ch they can be reached by the 
Government. 8ut It doesn ' t reach all econom ic leve ls 
equa lly. 

INTERPRETING THE NEWS Page 5 

Two-th irds of the pub l ic wou ld welcome regular radio 
talks about the war by a Government official . Elme r 
Davis Is most frequently mentioned as the appropriate 
spokesman; news about th' fighting Is what peopte are 
11ost eager to hear. 

DEVELOPING SITUATIONS 

MANPOWER - A REVIEW OF THE PROBLEII Page B 

Although there fa d11p concern over the farm labor 
shortage, In the late fall only a t h ird of the A.~ne r l ­
can people were aware of the Indus trial man power prob­
lem. The re w•s at f I I wl,deaproad oppdsft I on to t he em­
ployment of at lens , Negroes and women . On ly half of 
a 11 non-war worke rs s a id they were wi l ling to shift 
Into war jobs, and on ly 15 per eent had ac tual ly looked 
tor suc:h jobs. In format ion fa needed to acquaint the 
public with manpowe r needa . 
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THE "0ANGER OF BOLSHEVISM" CAMPAIGN Page 15 

In f ormation about the trend of recent soci a l and eco­
nomic developments In the Soviet Un ion appears t o ba 
the beat ammunition with whi ch t o counter Hltlar•a 
"Danger of Bolshevism" campaign , At t he same tIme, 
renewed e~phasls should be pu t on the fact t hat the 
real t hreat to the American way of li fe comes f rom the 
Nul a. 

ATTITUDES TOWARD PEACE PLANNING Page 18 

Sixty-three per cent of a nationwide cross secti on In­
terv iewed In February endorsed t ho Idea of u . S, par­
t icipation In a wor l d organ i zati on of nations. But 
Americans appear far from happy about t he necess i ty of 
forming c l ose, permanent ties with ot her nat ions, Much 
of their thinking about t he post-war wor ld Is vague and 
unrealistic . 

A summary of Investigat ion and analysis 
conducted for certain OWl off lc Ia 1 a 1 s ­, 
sued for OWl and the Interest of other 
,._mb•rs of the Government. 

The period covered by thIs report Is the 
weak of March 3 t hrough March 9, except 
where otherwise specifically s tated, 
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' PRESS a ~10 COMMENT OF 11-£ WEEK 

Continued good newe troa the African and Ruaaian b&tt.lefronta, peraiatent 

allied bomline raide onr Geruey and the dut.ructJ.on or a Japanese oon•oy 

in the Bi.arck Sea -tlined to k .. p co.antatora axcaed!.n&J.,y chHrf'ul. about 

the pxvgrees ot the war. 'Ibeir principal anxieties ete-.1 troa ·doMe tic 

problou. 

The round-the-clock raids stirred the greatest optimism. They were aener­

all,y considered ettectin, both in disrupting German production and in ' 
. 

undermfning Ger-.n 110rale. A nuilber ot oo ... nta pointed out with obvioue 

eetietaction that the raids were greater than aey ner ~~&de on En&land bT 

the Luttwaf'fe. 

llan,y ot the news interpreters regarded the raids as a prelude to an allied 

invasion or the continent. Tbe Kanus City Star, for example, eeid that, 

"'Ibie round-the-clock campaign represents an abeolutel,y indispensable pre-

l1•1Mey but not an end in itself .. . The foundations or a second troot are 

being laid with a bang which can be heard fro• one aide or lm'ope to the 

other." 

lfitb the raids as a etiJiulue, a few newspapers renewed their exhortation• 

for the speeq opening or a second f'rQot. The Ri~d Tillee-Diapatch de­

clared that, "The ti.lle to strike in the West 1a betore the withdrawiJtc Mat­

ern armies of the Wehrrlacht can ooneolldate their position and d1i in. • 

The pne that Alllerican planes in the so11thweet Pacitio had totally destroyed 

a Japanese conYOy with YirtualJJ no loss to th-lne ne bailed u a 

- 1 -
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brilliant and etunniJig triWIIph• 1here wae eenenl &gree11811t tbat the ac­

tion had upset Japanese plans for landinea in Australia or freah offensive 

action elsewhere. 

!luch of the discussion of this eneaa..ent centered &round the battleship-­

plane controversy. llost of those who co-nted on it considered the Tic­

tory add1 tiona.l evidence of the superior! ty of land-based aircraft. '!be 

Rochester Democrat and Chronicle made a. representative comaent on thia 

acorez •American land- based planes under General Douelae JlacArthur 1 a com­

~~~and did core than break up the Japanese eo-called anaada •• • 1he7 made 

plainer the lesson thnt without strong air supp;>rt warahipa are no u.tch 

for a strong land-besed air force. • 

Despite this general satisfaction with events abroad, coumwn1tatora continued 

to be extremely critical of the Administration's handling of 1118Dpower, pro­

duction and fiscal prcblellls at home. As to the proper couraee to be ~­

sued respecting each, the critics were in considerable di~~&&he...,t &JIOI\g 

theaselns. 

In regard to the CI&Dpower problem in particular 1 discontent tended during 

the week to gather in clusters of opposition to specific measures. 'n>e 

Banlcheed Bill waa opposed on the grounds tba t it waa class le&isla tion and 

that it used Selective SerTice as a puniahllent. 1he .tuatin-ll&dsworth Bill 

was attacked with the charge that no real proof or ita need had been estab­

l.iahed. llanpower Comiaaioner Paul McNutt•e recent order deferrilll farm 

worker s was criticized as inadequate or diacrim1natol'7• Yet each or these 

M&aures had ita proponent&. 
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' '!be iapatience of the preaa with the Adainiatfttion ce.nitaatec:l itaall 1108t 

vehem.entl.J' in aaAul.ta upon the Office of liar Intonu.tion. llucb co.aant 

supported Representative John Taber's denunciation of the cartoon paaphlet 

on the life of Pneident Roosevelt. The 1aolat1on1at papers en.arled at 

OWl with e special. lnteaper&J>Ce. 'ftleir view that Elaer Davie baa been oaucht 

picldng the pocket of the public to reelect F.D.R. for a fourth tara has 

beer: echoed 1110re IIIOdera tely in some of the coneerve ti ve papers. 

INDIA 

'nle uneventful. endinc of Gandhi's fast evoked increased disCWJaion of In-

dian as pirations f or independence. There wee a good deal of pleadins for 

some Britieh conceseion or gesture of good-will. 

Some commentators criticized the Indian leader for complicating the s itu­

ation by his stubbornness; and a few cautioned asainat any American inter~ 

terence in Britain's affairs. But a nuabar applauded the sugseation of 

the New York Tilles that • . • • wbile conceseiona JO&de under duress • 1 in­

vite rout, concessione made voluntarily, and f rom strength, can earn grati­

tude and good-will. • 'there 1s a prevailing hope that happier .An&l~IDdian 

r elations will develop. 

PRESS AID RADIO COMM(MT OF TM( WE(l re portS t~tn-:!7c~u~~:~!: :~.·:!: 
torlal opinion because t~ey lndicat~ 1 tht ;:!!d 'on leading -etropolltan 
lng Interpre t ed tO the ...-erlcan ~u~ ,~· h conatltutes a ~ualltatlve. 
dailies and •Jor network 

1
c-,n 1 0 l ed 1 torlal Influence. 

not a quantltlve. evaluat on o cur ' " 
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POPULAR REACTIONS 

CHAIIIIELS TO THE PUBLIC 

Moat AAerieans rel7 on the radio as their priaar.y aeane of gainin& newe 

about the war. In a ratio of about seven to tbrae , they u;r tbat broad­

casta give them a clearer pietnre than nenpapere of what 1e going on. It 

ie not surprising, therefore , that most of them regard radio ae the mo5t 

ert'ective instrument tbrouah which the Goverruuent can reach the public as 

a whole. 

Channels of coJIIIIUIIieation were ranked in the following order in reeponse 

to a question posed to a national sample in February: · 

Til!EN THE OOVEIUI'WiNT IIANTS TO TELL THE PEOPLE SOME WAY 
IN IIHICH THEY CAN HELP WIN THE WAR, WHICH .QI!l OF THESE 
DO YOU THINK GETS THE IAESSAGE ACROSS BEST? 

1. Announ~ements over the radio 
2. Advertiaeaents in the newapapera 
) . Poatere in public places 
4. (Advertiaements 1D magazinea 

(Printed booklets 

It ehould be no ted that the choices offered to the public by thie question 

compared radio announcement! with newspaper and magazine advertiaements, 

rather than with news atories or expository articles. Tbe compariaon, 

therefore, is between Mthods, rather tban between 118dia. Like aU quu­

tiona 1D•olving an order of preference, it tails to brine out the ...-luatioD 

which people put upon their eecond or third choices. Many people -.y bave 

felt that aU these channele should be employed by the Government in differ­

ent or supplementary waye. 

- 4 -

Regraded Unclassified



' 1be queat.ica ae .. ed to refer, IDOreover, to brief aeasagee, of &nnOUDCnent, 

retber than of explanation. 'lbe spoken word undoubtedly baa serious lW­

tationa in cooveTin& an \11\deratanding of coaplioated ideas or of an involved 

program. 

It should be remeabered, alao, that radio does not reach all sepenta of 

the popul.&t.ioo eq\l&ll.)'. Radio receiving aeta are not omed by all faaUiea 

in the lower incoae brackets. A study recentJ.¥ conducted by Life lla&azine 

diacloaea that, while all families at the top of the inc01118 acale bava 

radios in their homes, 22 per cent or those at the botto111 are without radios. 

1bese low income hOllies, besides, tend 1:10re than others to have their radios 

out or wor!dn& order. UnliJce the homes of wealthier people, they senerallJ' 

have only a single receivins aet and lack the !'unde with which to keep it 

in repair. 'lbe following table shows the percentage of ho111ea with and with­

out radios, in world.n& order and laid up, at different ecoaomic bvela1 

HOIII8~ lfl th ksdiol Hoaes 111 thout 
rlasliSi! 

In 
Economic All \"l'orldng La1d 

Level Homes Total Order .J!lL 

High A 109.0 100.0 100.0 
8 100.0 100.0 100.0 
c lQQ.O 98.8 'f7.J 1.5 1.2 
D 100.0 9J.2 89.0 4.2 6.8 

Low E 100.0 78.2 ....7Q.,2 'L::L :a.a 

TOTAL 100.0 91.9 88.1 J.8 8.1 

INTERPRETING THE NEWS 

A lar&e part of the AMrican public feel a a need for interpretation of the 

nne i t reoeiTes about the war. In fact, half the people in the nat.icaal 

- 5 -
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II&Jiple interviewed by Ule Bureau o£ Intelllccoe 1JI hbruar7 expnaead a 

preference· tor analyeis, as co111pared witll atraicht reporting ot e~ta. 

liiiiCH DO YOU PREFER TO LIST»l TO ON THB lWliO -
STRAIGHT NE11'S BROADCASTS OR C011111!21TATORS ( 'l'HAT IS 1 

PIDPLB 11110 EXPLAIN OR GIVE THE IIIWIDIG OF THE NEWS) T 

Straight news 
Connentators 
Don't know 

41% 
so 
9 

About a third of those questioned said that they listened to newa co-t 

be two en 15 minutes and a i'ull hour on an average day. A sprinkling of 

peculiarly devoted followers declared that they listened for 1110re than an 

hour daily. 

About two-thirds of the whole sample voiced approval o£ 1Jiterpret1Y• talQ 

about the war by ao111e ' Govarnment official. 

DO YOU THIN! IT 1 S A GOOD IDEA FOR SOME ORE GOVEI!IIlmiT 
OFFICIAL TO llAKE RFllULAR lWliO TAUS TO TilE PIDPLB 
ABOUT THE ftAR? 

Yes 
No 
Don't know 

68% 
2S 

7 

The dominant desire was for information about the ficht1ng . Apparently 

the public would welcome eoaa authoritative auee-t ot the nne stories 

whicb COIM froa Ule ba ttlef'ront.s. In addi tioo, a sign.i.ficant ainorit.y ex­

pressed a wiah for official discussion or do~~eetlc news and poat.-war proble&S• 

El.ller DaVis was considered the appropriate Government epokeiiiiAII by a plu­

ral! t;y among those wbo dee ired regular radio talk& 'ot this ll<!rt. The Bureau 

&eked Uloee wbo endoraad the idea1 •1110 do ;rou Ul1nk would be a 1ood 

- 6 -
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' periOD to Jllllke these talltatw llr. Davia waa n4IMd by tee per cent of the 

whole sample. Vice ~eident Wallace waa next in line, with four per oent 

of tha total. lleaara. Nelson, Jeftera and Ickea received ·acettered votee. 

And e. few people aponte.neoualy lll8ntioned Wendell llillkia and Harbert 

Hoover. About a third of all the people interviewed expreaaad no preference, 

although they favored having the te.lka made by aomeona in the Qovama.~t.' 

All of the people who expreesad approval of the idea were than banded a 

list of names and asked to indicate e. preference e.mong tham1 

HOW ABOUT AII'Y OF THE ( O'Imll) PlX>PLE 0!\ THIS LIST? 

Nelaon 
Jeffers 
Davia 
Wallace 
Ickes 
None 
Don I t know 

17~ 
10 
28 
15 
8 
7 

10 

At the time the interviewing was conducted in mid-Fabl'UIU')', very f ew .bleri­

cans had any expectation that Elmer ll&vis would underte.ka regular broad-

ceata to inform the public e.bout we.r developments: 

DO YOU HAPPm TO KNOW WHETHER THE GOVERN~T IS ACTU­
ALLY PLI\NNING TO HAVE ONE OF 'lliESE OFFICIALS GIVE REGU­
LAR RADIO TALICS? 

Yea, they are 7~ 
No or don 1 t know 93 

It is eipdficant in this connection that ooly about a fourth or the publlo 

waa aware that the Office or liar Information ia the Govet'DIIIIIIt agenCT rea­

poneible tor k.eepiJii th~ AJMrican people inf'ol"'D8d about the war. 'l'bree­

fourtha ot the people interviewed were UD&ble correotl¥ to - the &SCOT 

char&ed with thia dutr• 
- 7 - Regraded Unclassified



DEVELOPING SITUATIONS 

IWIPOWER - A REVIEW OF rHE PR08LE11 

A tremendous informa Uonal task looms ahee.d if the MD power problem 1e to be 

aol-ved on a voluntary basis. liUllleraus Bureau of Intell.i«ence llllrVeya indi­

cate that people • s understanding of the problem ill highly frepentary. In 

801118 cases because of connicta between statements but to a far larger ex-

tent because of wishM thinking and mis taken interpretations put upon etste-

menta, many people are confUsed about the Government's present policy and 

apprehensive about the fUture. 'lbere is little of that sense of urgency 

about the situation which inclines people to eupport vigorous IIB&euree and 

to ..Xe necessary personal adjust.ents . 

'lbis year the ar~~~~·~ forces are being expanded from six adllion to 11 million. 

Some three to five milli on more workers IIIUst be found for war industry and 

millions more re• ::-~ted into agriculture. 

Awareness of the Problem 

It ia onl,y the shortage of farm workers Jhich 11 generally appreciated. 

Eighty-six per cent of a national cross section interviewed by the Bureau 

between October 22 and November 6 were aware of the f&rll labor ahortege. 

In contrast, only a third recognized that manpower was a real problem for 

war plants: 

FROil WHAT YOIJ 'VE HEARD, 00 IOIJ THINK liAR PLAJITS Ill THIS 
COUNTRY CAN GET ALL THE WORKERS THEY NEEb NOll? 

HOW ABOUT FARMEIIS IN THIS COUNTRY? DO IOU THINK FARKERS 
CAN GET ALL TilE WORKERS TilE! NEED NOW? 

- 8 -
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can get all the help they need 
Cannot get all the help they need 
Not a scertainable 

9% 
86 
5 

57~ 
33 
10 

~e apottinesa of the aanpower problem - and particularly of industrial 

labor shortages -- ~ account for the fa.ilure of the public to recoillhe 

that m.Ul.ions of additional workers will be needed in wer plants. The geo­

graphic distri bution of wer contracts hilS, of course , been quite uneven. 

It is hardly surprising that many people in areas remote from war produc­

tion centers are unaware of the national pi cture. 

Meeting the Industrial Shorteee 

~e employment of aliens, Negroes and wo:aen, and other measures for Meting 

the industrial labor shortage, attract no more than lukewarm public sup­

port. llany of th.e measures encounter prejudices and resistance which ~ 

a strong aenae of urgency 1 now lacking, could overcol!l8. 

On~ three people in ten of those interviewed this fell approved of employ­

ing aliens in war planta1 

SHOULD ALL WORKERS IN WAR INDUSTRIES HAVE TO BE CI TIZDOS 
OF THIS COUNTRY 1 OR DO YOU THIIiK IT IS ALL RIGHT TO HIIU: 
SOliE PEOPLE WHO ARE m CITIWIS? 

Citizens o~ 
Solie not ci thens 
Don't know 

66~ 
31 
3 

Fifty-six per cent of this sue 511111ple approved of the eaploymant of Jlegroea 

in war Jobs. But this undoubtedly included many persons who asawaed Negroes 

Would be given onl7 .. nial work. 

9 -
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A-hopeful aspect of the matter ia the.t peopl-e accustomed to worlt1ng with 
liegroes were far 1110re inclined to favor their aaplo;JMnt than people who did 

not wor~ wi th thea: 

91 per cant of the peopl-e who worked in; 
ple.ces which did hire Negroes, in coo­
t.raatto 

24 per cent of those who worked in ple.ces 
which did not ••• said their establish­
ment should employ Negroes. 

'l'birty-five per cent of all the people in the sample, and 55 per cent of the 
southerners , felt Ulat Negroes should not he.ve an equal opportunity with 
whites to get good jobs. It is pouible Ulat the fear Ulat Negroes will be 
given good jobs is greater in plants not yet employ!~ them. But even when 
a.Uowance is made for this, the figures .uggest that the prejudice against 
working with Negroes sometimes vanishes once people have h&d the experience. 

So far as the employment of women is concerned, people distinguish sh&rpl,)' 
between eother e and childleas woman. Seventy-one per cent or the IS&JIIple 
recoen1$ed the need for wocoen without children in war induat.ry . But onl)' 
14 per cent believed there was any need for mothers to take jobs . Men work­
era in low-p8¥ing non-war jobs were reluctant to concede Ulat even child­
leu wciD8n were needed in the labor force; they eTideotJ¥ regard WOII8n as a 
threat, and special efforts l!laJ' be needed to change their attitude. 

On the port of women theiiiSelves , there ns a she.rp difference in will.~­
neea to e.ccept emplo;ysent between those who h&d children and those who did 
not. For aXII.IIple, 

- 10 -
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42 per cent of the childl ess women i n the 
sample 20 to .34 years of nee, but only 

~6 per cent of the mothers in this age 
were willing to take war Jobs , 

span •• • 

n>e women w1 th cbilriren specific~ indica ted that the necessity of vro•ld­

ing for them constituted the greatest barrier to the accept.nnce of pe{d eo­

ployment . If 110there &re to be recruited into tile labor for ce i n larce 

numbers -- and thoy constitute a very large proportion of the women not now 

workinn -- 1 t 1a clear tba t adequate provision wlll have to bo made for the 

d!IY care of young children. 

Another important aspect of the industrial labor problem is the willin(lllees 

of non-war workers , male o.nd female, to shift into war work. About half 

Ule people in the sample who, according to their own appraisal, were in 

work not connected with the war effort exproosed a wl.lll.ngness to take war 

Joba . 

Understand.ably, self-employed people , who in many cases have spent yean 

in building up their businesses, ... ere oost reluc tant to shift into war work. 

Lengt.h of service, satisfaction with pey and extent of occupational skill 

all appeared to exert some influence on people's attitudes toward changing 

jobs. The iaportance of protecting the 30nior1ty privileges of older work-

era 1a indicated by the tact tbat 

49 per cent of those w1 th aore than three 
7ears of service in their present com­
panies, but only 

.31 per cent with three years or leas • • • 
ebowed resistance to chan&inS Jobs . 
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Fi!tJ-one per cent of the people who were ... tiafied with their preeent ~. 

but only J6 per cent of those who were dissatisfied, were hesitant about 

getting into war work. Professional, managerial and skilled workers were 

far aore reluctant to cive up their present pureui ts than less skilled 

workers. 

Tbere is, of course, a considerable difference between willingness to teke 

war work and an active impulse to seek such work. Only 15 per cent of those 

not employed in work connected w1 th the war effort had actually applied for 

wtlr jobs. t1any of the reat mey have been blocked simply by their ignorance 

of how to seek war eeploJ118ftt. Onl1 about a third of the 8U!ple knew that 

they could go to the USES for advice and help in changing jobs. 

Tbe manpower stabilization plans which have been put into effect in a nWIIber 

of war centers may deter some workers from shifting into war work . Studies 

' 
~~&de by the Bureau in Oetroi t and Louisville indicate tha:t many persona er-

roneousl.J' regard these plans as •Job freezes. • Particularly 11' they are 

doubt.t'ul about changins jobs to begin w1 th, non-war workers fM¥ hesi tete to 

shift into emploJment they feel they will have to keep for the duration. 

Increased emphasis on the permissive aspects of manpower etabilization plaDs 

1a clearly indicated. 

D .. pite the unwil.l.1ngneae of ~ people to ehitt into war work on their OWD 

ini tia ti ve, three-fifths of the October _ llo•ellber eaaple approved of the 

Govel'llllent moving workers fr011. non-war to war worlcJ in this area, as in 

others, people are e•idently more willing to .alee 1acr1ticee 11' other• are 
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compelled to alee thea, too. 

RIGIT 11011, DO YOU 'IHDfK THE GOVEIUiiUliT SHOULD 
TAKE SOliE OF THE PEX>PLE OOT OF JOilS liOT CON­
NECTED WITH THE liAR EFFORT AND POT THDi TO I'IORK 
IN II.AR DIDUSTRIES? 

Yes 
No 
Depende 
Don't know 

61:£ 
16 
14 
9 

'!'he eoapulaOl')' recrui t.ect of farm worlcers was Tiewed w1 th even aore fa•or 1 

IEXT SPRDIG OR SIDIIIER, DO YOU THIIiK THE GOV!:RII­
Im'T WILL PROBABLY HAVE TO TAKE SOME OF THE 
PEX>PLE NOT ALREADY CONiiECTED IIITH THE liAR EI'FOR'l' 
AND PUT Tlml TO OORK ON FARJLS? 

Yes 
No 
Don't know 

83~ 
7 

10 

Apparently there is a disposition to accept drastic federal controls over 

manpower. But t he f'ul.l cooperation of workers can be enlisted onl.J' if two 

conditione are meta {l) they llll&t be convinced of t.he reality of the eri­

sie and the need for 110bllization; {2) they 1111st feel assured that Mnpower 

control will be equitabl,y and effici ently adainiatared in such a Mnner •• 

to safeguard labor rights. 

Tb• InfolW, tion Taelc 

Deepite the readiness of a majority for compulsion, it eeeas clear tbet the 

ur~;ency of the ~~~&~~power crisis 1a not generall,y appreciated. Whether the 

Goverr~a~ent 1e goin& to resort to a labor draft or depend upon voluntar)' 

cooperation, turther eapbasie upon the abort&&• of war workers it clearl,y 

indicated. C...p&igna are needed both in war production eeotara - to apeed 
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recruitment of women and conversion of non-war workers -- and in areas which 

have relatively little war production. It is these areas, where additional 

workers are most likely to be found, which ~re least exercised about the 

present situation. 

the development of a sense of urgency about expanding tlla labor force will 

Hself do much to break down present resistance toward the eraploymen t of 

aliens, Negroes and women. It must be hammered home that America neods the 

skill of all its people. In addition, however, specific campaicns are re­

quired to overcome the preJudices which now slow the absorption of ai:Uione 

of needed workers in to the labor force. 

Informati~n , of course, cannot do the whole Job. The difference in atti-

' tude towllrd working with Negroes between those who now work w1 th them and 

those who do not suggests that the best line of attack for getting more 

Neeroea into war industry ad&ht be through strict enforcement of pruent 

fair empl0Jm8ftt pract-ice rules. Siallarly, informational effort• to in­

duce .aothers to accept employment will be futile if no provision ie Mde 

for the day care of 10ung children. .And information alone cannot eolve the 

.housing problem in numerous war production centers. 

Information can help to break down preJudic81. It can aka people .aware 

of the deairabUity of accepting wartiae 811p].01MIIt and tell tll~a how to CO 

about it. l"iDall,y, infol'll&tiCIII can prepare people for tlle tieht 11&1\ponr 

lituation llhich looms ahead. llithout defending Ul¥ particular ~~&~~power 110-

biliution ache11e, it ahould be possible to ll&ke tlle American people realize 

that dislocations and stringencies are inevitable during a period wh.n U 
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caillion ~ an needed in the e.med forces and far.as end factories are 

straining to meet unprecedented production goals. 

(This swmary covers only the high spots of the 
Bureau's studies of manpower proble~a. For additional 
infol'll&tion see the f ollonng issues of the Intelligence 
Reports 156, •llanpower Shor tages and Absenteei.ss• end 
"llanpower Stabilization in Detroi t• ; #57, "llanpower llo­
biliza tion"; /159, "lknpo:ver Con verdon •; 860, "llecrui t,. 
Mnt of Wo~~en• ; #62, "far.a Labor•; i6J, "llanpower Sta­
bilization in Louisville." See also, "The Public Looks 
at Manpower Problems,• Surveys Division semorandus #4J. ) 

THE "DANGER OF BOLSHEViSH" CAHPAIGN 

Hitler's efforts to split Russia froa her western allies with hie •danger 

of Bolahmaa• tbeM haft already achieved ao11e success. As pointed out in 

Inte~cce Report 116J, the present Red Arrq offenaiTII has aroused an 

undercurrent of anxiety in this country. Even the continuin& coiiMftt 1n 

the ~~ec11a warning against diatrust of lb.lssia is a testimonial to the ex-

htcoe ot tbat distrust. 

Th~ current anxiety 18 a product of dMp-saated and l.on&-stendini boetill­

ty toward Russia aJIOng many aeotiona of the public. And this hoatilit)<, 

in turn, is to a l.arp extent a carry-over from paet ignorance and aiecoD­

oeptiona. Gel'll&n propaganda, as usual, hae simply exploited an meting 

lituation. 

To those people 11bo mow little about the social structure of the Soviet 

Union, that country connotea, not only a wiolent revolutionary threat to 

our econoarl.c ayatem, but deatruotion of the values of Qlristian chiliaa­

tion, diaaol.ution of the f8Jiil.7, free love and a the18111. Even 801118 of the 

rePilCD&Dce tel.t tor' ll&d GeruDY ie transferred to Rwlsia; tor Genal\1 -
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Which has avowedly discarded numerous Olristian values - for a lone: period 

was linked with Russia by many prominent writers and COIIIIDentatora. 

Although Bureau surveys indicate th.e.t many ·Americans are hungry for infor­

Mtion about Russia , relativel:f few people are acquainted With the trend 

of recent social, political and economic developoaenta in thnt count.r,'. 

'lber e is widesprend ienorance of the extent to which the SoViet Onion bas 

changed in recant yean. Trotsky's exile and the l«oecow trials were wi dely 

reported in American media. But the significance of these events was dis­

cussed, for the most pert, onl:f in periodicals and books of distinctl1 

liaited cir<mlation. Few Americans are aware of the recent trend in Russia 

toward a policy of nctional reconstruction and toward a e1stea of rewards 

in accordance with individunl ability. It is not generall:f known that, 

within the framework of & communist econoacy", a steadilY jlrowing amount of 

author ity and responsibility has been granted plMt directors, IDIUlagers, 

engineers and "specialists.• 

'!be ide'ological shifts which accompenied these changes are perhAps even 

lees generallY understood. Yet these include many developments which would 

tend to create sympathy for the Soviet Union among Americans, such ns tho 

partial institution of tolerance in place of intransigent atheism; and the 

modifi cation of previous lax divorce laws and strengthening of the f&Jdly. 

It would be unrealistic to deny the real and important differences between 

communism and western deiDOcracy. But it should be possible to reduce 

~roundless fears about Russia si1nply by acqu.nintinu Alnericans with r~cant de· 

velopments in that country and thus eradicatini the fnlse and dated impres­

sions upon which those feara, 1n part, depend. 
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lbe task will be facilitated if an attempt 1a 11ade el.JW.taneoue.l,y to abow 

the AJDerican people that the real three t to the American aoclal !.!!d eco­

nomic !YStem comes from thf Nazi regime itself. Further emphasis is needed 

on Elmer Davis 1 point that the liaz~e the118elvea are guilty of all the 

things they attribute to the Russians. 

lbia can be demonstrated eitJler through reference to Germany's foreicn 

propaganda or to the trend of developments 111 Uli n Germany. It is German, 

not Russian, propaganda which concentrates on the shortcomings and inevi­

table demise of capitaliam. It is German propeaanda which harps on the 

subject of plutocrate. 

Ger118J1¥ has pursued 'llllat Alllericans mean by •Bolshevization• as a ma tter 

of deliberate policy. 'the area of free enterprise ia being cons tantl,y 

narrowed. 'l'be urban middle cll\99 ie being wiped out. 

l!oreover, the reaent.ct of the German masses against the s trikini: and 

growing inequality among various groups baa coapelled Ule !\ada to eo­

gage in a diverting propaganda against wutem capitalism. Popular die­

satisfaction may eventually compel them to go even fUrther than they have 

yet with the "National Bolshevik" policy, which is still kept alive among 

certain groups in the party. 

Hitler'• bold l i .. about the danger of Rueeian Bolabeviution of Dlrope 

depend tor their eucceee upon i~~J~onblce of Germaey and the Soviet Union 

alike. ·'lbe antidote to them, clearl,y, ia authoritathe and up-to-data 

information. 
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ATTITUDES TOIIARD PEACE PLANN ING 

Most Americans appear to be persuaded that ieolationiam 1B an outeoded 

f ormula. But they are far from happy about the alternative of international 

co11perati on. Torn between fear and hope , they show little condetancy 1n 

their approach to post-war issues, and the opini ons they expreae are often 

held with little conviction. 'lbey appear reluctant to approach the prcble~~a 

of the peace concretely and realistically. 

Fifty-five per cent of a national sample 1ntervie,.ed in January approved of 

beginnin& now to plan the peace terms. In two recant surveys, sixty-three 

per cent endorsed the idea of u.s. participation 1n a world orpnization of 

na tiona . 'lbere 1a no ae8UI'ance 1 ho,.ever 1 that ~ specific proposal would 

receive this much public wpport. 

About three-fourth& of the people favored complete disarmament of the ene111y 

and u.s. participation 1n a "orl d pollee force ae means of safeguarding 

the peace. 'lbeee proposals contain a strong punitive appeal 1 boweTer 1 and 

eo11e of those 'IIIIo f avored pol1c1ng ~ have been thinldng 1n tenu of Ar.eri­

can domination of the poet-war "orld. 

People displayed a generous "1111ngneea to help stricken natioae after the 

nr. Seventy-eight per cent approved of extending such help even if it 

~~eant further rationing here at home. l!ut ignorance of such things aa 

econoadc interdependence and vague feare of fore~ 0011peti tioo made tr.e111 

shy away from close, permanent ties with the rest of the world •. No more 

than 40 per cent favored lowering trade barriere attar the n.r, and only 

1.3 per cent favored a rel&Xation of illaigration restrictione. 
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People were 110re disposed to favor planning for do111eet.ic ecoootlic recoo­

strvotion. Jnt a le..rge mJ.norit)' was opposed to inoreeaed covenuaent con­

t rol of business. 

In ;;en oral, the eimilaritiee of opinion among gl'oupe were coneidereb:IJ' 

oore o.arl:ed than the differences . l!ut. well educated people were JDOre lllte-

l)' than the l eas well educatAld to have a definite viewpoint, perticularl)' 

on ulletraot iss\\es, and the)' were somewhat more internationally minded. 

(These findinel! su,...,.rhe A Special Intelli­
gence 1\eport, Att.i tudes Toward Peace Plann1n&, i ssued 
b)' the JlurMu of Intelligence on March 6 IU\d avail­
able to authorized individUAls upon request.) 

---···- --
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FINANCING 

Present: Wr. Bell 
1tr. Robbins 
Ur. Graves 
Ur. Buffington 
Yr. Gflmble 
ltr. Odegard 
l.!iss Elliott 
!.Irs. Klotr; 

!larch 16, 1943 
10:15 a.m. 

H.M.JR: Let me concentrate on this organization. 
I have had from ~ standpoint a very satisfactory talk 
with Harold Graves. I told Harold that this morning we 
were going to settle the organization, and that I wanted 
him and Gamble and Odegard and Miss Elliott to come in 
here in a few minutes and listen to what the proposal is . 

He said quite frankly that if, in his opinion, the 
War Savings or~nization is going to be destroyed there 
is no use of hl s being around here -he didn't say it in 
so many words - because he can't take it. So he is• . 
going to come and tell me this afternoon whether he can 
go tlirougb this April drive or not. 

If he feels in his own mind that this thing is 
going to be destroyed, then be doesn't want any psrt 
of it. 

On the other hand, if he feels it is going to be 
safe, he would like to make his contribution. I told 
him how important it was that he be a part of this drive, 
but that if he honestly couldn't go along with it I 
didn't want him to go along with it . 

The man has given me everything an,y person could 
give, and he has ruined his health in doing it. So I 
am very much in his debt. 

I think we will have these people come in now, and 
we will go over this whole thing and see how they feel 
about it. 

251" 
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MR. roBBINS: i'ie.U, now, air, if n 11re to move 
along the lines of this rough sketch, there are two 
very key people; one of them being Coyne , with whom we 
have not talked, and without whom this concept would 
reallY h11ve quite a bit of difficulty. 

H.M.JR: I don't think you need Coyne in this 
morning' s session. 

IIR. OOBBINS: The other will be Ted Gamble. -

H.M.JR: He nill be here. 

I4K. IOBBINS: Be ia nry important. 

H.M. JR: Yes. I meant Gamble and Buffington . I 
overl ooked t hem. I don't think, at thi s stage--

Mit. lVBBINS: Do you think we are safe in assuming 
that Mr. Coyne wiH say I "That is fine; r will 1<0rk 
that way, " or are we up against another--

H.M.JR: No, it is a little bi t di fferent with ~oyne. 

1.\R. BELL: I thin.k he ia all right, but then, I 
wouldn't be absolutely sure. 

B. !~ .JR : Have him come i n. 

MR. IDBBINS: We alSo have not bad ll.r. Houghteling. 

H.M. JR: Aga.in, I am not wor r ied. 

loUt. IOBBINS: I am not worried about him either. 

H.M.JR: I am not worried about Houghteling. 

Wl~ I~BBINS : I haven't spent any time on that. 

H.M.JR: We will, today. As far a~ Ho',l&hte.ling ie 
concerned he isn't worried about organ1zat 1on. These 
othe r peopl e are worried about organi zat ion. 
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(Mr. Graves, Mr. Gamba, Mr. &uftington, Miss Elliott, 
and hlr. Odegard entered the conference.) 

H.M.JR: Who wants to explain this Tuesday morning 
plan'f 

Wt. BELL: i<!r. nobbins will have to explain i t; he 
has the chart . 

MR. HOBBINS: I think everybody here knows - feter, 
you weren' t in our midst yesterday, but all the rest of 
us were very.bus~ly engaged in trying to put together a 
proper organ1zat1on plan for the operation of our interests 
here for the April drive. 

We started out with a concept of organization which, 
in the minds of some of the people who have been on this 
much longer then I, embraced some changes which they 
oonsoienoiously end sincerely did not think were sound 
changes. 

After a day and a night of it , we have finally 
developed what might be called a compromise p.Lan and we 
want to show you that plan and we went to explain the 
nature of the compromises which have now come to our 
thinking. 

Now, in order to make it clear what we ~re e~troapt­
ing to do wi tb this program, .Let me explain 1t ~his way • 
All of us are familiar with the fact that here 1n Wash­
ington the V.ar :,avings ~taff organization was a completely 
integrated organization. It em braced the four really 
broad sections, aa you show them on your chart, a.L.L 
heading in to· Sl oan. 

Those sections include the Advertising Department, 
th~ Administrative Department, the Speoia.L Interests - or 
whatever you ca.Ll that other department that had the 
program and planning section -I don ' t know what you 
called it . 

• • • 
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MR. "GRAVES: We had no such department as that. 
National Organizat ion is probably what you mean, under 
JAr . Hought e ling. 

MR. ROBBINS: That ia right, 

MR. GRAVES: That waa not a planning department; 
it was a department which dealt with organizations 
at the national level. 

MR. ROBBINS: That ia r ight, but they did have a 
cerbtn, should we say, soecialized interest group 
gathered toget her under kr. Houghteling's leadership, 
because I remember four distinct parts and your field 
office was your fourth, 

In start ing in planning for the April drive our 
first move - and we have already succeeded in tha t -
was to find a pe rson unde r whose leadership we could put 
a11 the advertising. That is , al l that was in ~ar Savings 
and all of the work, George, that was going on in your 
depar tment which could be related to advert ising, tying 
in to Peabody. Peter, as you and I think, your relation­
ship there ia more or leas - I don ' t know bow to describe 
it - aa special advisor, or consultant and associate of 
Peabody as he works out his advertising prograMS. I 
think that we had that more or leas agreed upon between 
us, that you wanted to be in but not in the line, in a 
consUlting, advisory, and associate capacity. 

li.R. ODEGARD: I understood that. 

H.M.JR: I take i t that was a6reeable'f 

MR. ODEGARD: It was entirely a$reeable, Ur. Secretary. 
I t alked with Yr. Peabody only for flfteen minutes, but I 
gathered that he was going ahead on the basis of plana 
that had been laid and was not going to undertake any 
revolutionary changes in policy, which I think.ia wise ; 
and I told him that I would be happy to help hut in any 
way that I could, 
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MM. HOBBINS: Now, moat of that actually baa been 
accomplished. In other •ords, Peabod¥ ia here· Harold 
you have already instructed Sloan to transfer those ' 
interests; and George, you have already done the same 
th ing. So that part of it baa been picked out of the 
v.ar Savi.nga and correlated under one leadership. 

Now there are two other broad classifications of 
work that remain in the War Savings organization. They 
might be, for simplicity of understanding, described as 
the field operation , which is presently under the leader­
ship of ~r. Coyne, who reports to ~loan , who reports to 
you (Graves ) . And t here is everything else - it you 
want to take it tbat way. 

Everything else embraces a11 the activit i es that 
Mr. Hougbtelin~ has done, and I think that would also 
embrace the tb1ngs that Miss Elliott baa done. 

MR. GRAVES: No, she is in the field division, · 
under Mr. Coyne. 

MR. HOBBINS: ~ell, now, wi t h relat ionship to 
everything else , ~ best thought at the moment is that 
I would like to lift out the purely field function from 
its place in what bas heretofore been the ~ar Savings 
organisation, and lift it out bodily, and leaving behind 
those - or leaving at l eaat up to thia point - those 
tblng• which are not operational in character and taking 
the field di rection, stimulation and channel of communi­
cation with the forty-eight States which it baa been and 
is still - lifting that entire function out of ~at was 
previously the War Savings organization. Now, the reason 
I would like t o lift that field function - and ~ defini­
t ion of the f ield function is a little bit different from 
the present concept of field function - the reason I 
would like to lift it is because if the Secr~tary is 
going to bold me responsible for the activi hea of thi~ 
combined effort, 1 would l i ke to have that field funct1on 
report to my of fice. That means that my office would then 
be a clearance point prior to action or t he issuance of 
instructions to the fleld organisation. 

?55 
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Now, my concept of the field organi.zation ia not 
exactly that .nicb baa heretofore been reflected on the 
War Savings chart because I find - and lUaa Elliott ' a 
interests are charact eristic of thla obae!'Tation - 1 
find that in tha field organization, certain things 
have been classified as operational, whereas 1 would claaaify 
the111 as 111ore planning and progr&IIIDll.ng. 

I think, for example, of Wlas Elliott in that connec­
tion. She was, as you say - and I do now re111ember - she 
11'118 part of the field orgiiDization. I would not consieler 
that I am transferring when I say the fie ld organization 
as a unit out of what baa heretofore been Voar :)avinga; 
I would not consider that I would transfer any of those 
fUnctions - the Houghteling functions, the Elliott 
functions , and any other planning functions. I would 
leave them intact aa a counterbalanoing organization with 
the advertising and promotional, which would be on the 
other side. 

I would lift Coyne and I would lift Coyne's regional -
aix, I think there are- -

KH. GrtAVES: Five. 

UR. i()BBINS: , • , regional division managers, if you 
want to call them t hat - what did you call them? 

MR. GRAVES: They are associate field directors. 

ldR. ROBBINS: I would lift those people under Coyne'• 
leadership over to report to my office rather than to re­
main aa part of the Vfar Savings Staff. 

That would leave behind a group of people 'l!ho would 
be the plannera - the program people - and who ~uld con­
tinue to function in th.eir preunt fields of actnity, 
except that they would make their actions effective 
through the field organisation rather than be ing part 
of the field organization. 
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Now they are the same people, and Wr. ~oyne would 
be the same man - Mr. Coyne would still have his five 
associate director s and Mr . Coyne would still funct ion as 
a line of clearance serving the planners who would thus be 
left in the planning blOCk on the chart. 

Now, on the other hand, f rom the Vic tory Fund point 
of view, we have already transferred - this is a small 
organ ization - we have already transferred out the adver­
tising people and turned t hem over to Peabody . I guess 
tnat is one man - is it , or two'( 

W\. BUFFINGTON: Two. 

Wl. IDBBINS : They will henceforth be part of the 
advert ising department. 

That l eaves George and Bob Hobbs, who now have a 
field operation - an operation which having been lifted 
out of the Victory Fund, is the parallel of the field 
operation which was lifted when ~oyne would be lifted 
out of the ~ar Savings. 

Now we come to the question of whether or not we 
can or should attempt to have one field organization or 
bo field organizations. 

Well, if we answer that quest ion by say.Dg there 
should be one field organizat ion, we are, in effect, 
at tempting to answer the long range ultimate destinies of 
War ~avinga_ and Victory Fund. None ot ua feel at t he 
moment that it would be wise t o attempt to put those h o 
field organizations together because i t would seem to 
cast the die for the future further ahead than any of 
us feel would be safe at this time. 

So therefore my concept of that i s that we will have 
reporting to my office two field organizations, one 
headed by Coyne and one headed by George . They would 
operate aa line field cuarance, ho-way channels of 
communication, stimulation, conveying of plana and pro­
gra.a out to the field, and they would, we would hope, 

'?57 
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work very closely and cooperat i vely together at the Wash­
ington executive level. And we would hope that that would 
be a natural thing because of the fact that certain 
decisions have &!ready been made and those decisions 
will probably not be changed. 

One primary decision has been made , and that ia that 
the president s of the Federal Reserve have been tol d 
that for the April drive they are the bosses wi thin 
their own territory . 

Now, therefore, I vi sualize the relationship between 
Buffington and Coyne as hing - both tying in to rq office -
both operat inf field organizations. l would hope that 
Buffi.ngton ul lately would han aome aasiataoh in thia 
job, perhaps dividing the Federal heserve Bank contacts 
among those asaiatanta - we know that Coyne has his five 
assistants at the moment. Those aame men would operate 
in their five geographical areas . 

From Mr. Coyne' a point of view there would evolve 
a definite responsibility to tie in the Federal Reserve 
president on all mattera that are going on i.n the iiar 
Savings field organization of t he forty-eight States 
in such a way that they are constantly poated, so 
they know what is going on. They are in the stream, but 
not necessarily for those things which are routine and 
which must be continued as part of the regular operation 
of War Savinga would they be expected to sit in review 
of those programa . Any program, however, which was 
diatinctly part of the £pril campai~n would of neceaaity 
have to have their approval before 1t could be considered 
official within their Federal Reserve region. That is 
aimply a manifeatation of a decis i on already made . 

So therefore Coyne would have to feel reaponaible 
for and perhapa - for theae president• - and perh~pa 
t he eaaieat way to understand that would be to say that 
when Coyne, in hie duty, has to actiTate any or a!l of 
the forty-eight State agents, he sees to it that - and 
feels responsible for - he sees t o it that the Fed~ral 
Reserve president is notified coincident with the 1sauance 

Regraded Unclassified



- 9 -

of such instructions , and that his office is always 
informed about what is going on; and if the actiYity 
under consideration ia specifically designed to be a part 
of the April campaign, that the Federal l~serYe presi­
dent's office is respected to the extent that he can 
actually have a refusal on such parte of the actiYity. 

Buffington, on the other hand, will not be concerned 
in his field sales activity so much with the forty-eight 
State administrators, but by the same token, inasmuch as 
practically eYerything that Buffington will handle will 
be incidental to the forthcoming campaign, there will 
f requently be parts of such programs,. ! imagine, which 
will, of necessity, haTe to be further carried out by 
the joint organizati ons which haTe already been brought 
into existence, on down to the county and community 
level. 

So I would think that George would have to be sure 
that if the subject of his activity involved fanning on 
do~n through to lower l evels to make it effective; that 
such suggestion and idea would be part of any communica­
tion that he might send out t o the rederal keserYe 
presidents in those instances. 

To see this thing in a picture - which is a very 
crude picture because my Yery nice pictures of yesterd81 
have been somewhat abused, I might say- - (Laughter) 

H. l&. JR: What is the word you u.aedY (Laughter) 

I&R. JOBBINS: I said "abused. • (Laughter) 

H.ll. JR : "Abused"'l 

· I&R. IPBBINS: Maybe that 1a a bad word - at least 
changed--

I&R. BELL: Mutilated. (Laughter) 

I&R. JOBBINS: 1 have drawn up a ury rough picture 
here, 

• • • 
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I have two more points. I have lifted the women's 
ac t ivit i es from the place where they previously were as 
part of the field organization, and I have hooked them 
with the top line . We think the women 's activities cut 
across all phases of our work, whether it is a pay-roll 
plan with mlllions of women pn pay-roll clock numbers, 
whether it is an advertis ing plan 111\ich would hit the 
women 's market -no matter what it i s. Also, t be l arge 
percentage of the money of the nation is now controlled 
by wome.n. It seemed to me that that should be isolated 
and made a part of the general staff operations, so that 
we are sure that all of the things we do have a proper 
twist from the women 's point of view. 

Likewise , in Yr. Houghte!ing's case, he i s our 
ambassador to certain broad national interests, primarily 
Labor, and therefore I have lifted him out of the planning 
department , so to speak, and would look to him to be a 
speoia! counselor and advisor in all matters of our bond 
campaign v;h ich relate to the Labor problem, and perhaps 
to the Negro and foreign probl em. I am not quite able 
to go the whole way through on my thinking there. At any 
rate, he would be a specialized individual, as would 
Llhs EJ.liott with our women's interests . 

So my ~icture now bec' mes a relatively simple one, 
and it is S4mply this: I don't know whether you c~ see 
it from this (indicating rough draft of chart, reta40ed 
by Yr. Robbins) . It is t be picture we had yesterday that 
moa t of you have seen. There is Yr. Peabody (indicating) 
with hie Advertising Department , which is already a 
reality - that i s , advertising and promotion. 

Here (indicating) would be, I hope, Mr . Graves.and 
Mr. Gamble, and Peabody would have you, Peter, as h1s 
special consultant. Mr. Graves and Mr. Gamble on the 
Planning Department - plans and programs. 

?au 

Here (indicating) would be Miss ~lliott wit~ he~ 
110men 1 a interests; the Labor in tnesta here ( ind1cahng) 
with Mr. Houghtaling, and these two national sel~s channele 
of stimulation, two-way communication with t he f1eld . 

·' •• 
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I have shown under Buffington , four spots . If we 
could find four qualified individuals, I would rather 
imagine that i t mi~ht ultimately be helpful if we had a 
strong msn contactlng each d the Federd Reserve Banks. 

We show here (indicating} M.r. Coyne 's five field 
men who are already in existence, and down below we 
show the twelve Federal Keserve Diatricta and the forty­
eight States . 

Wr. Coyne would be admonished very strongly not to 
play any mashie shots over the Federal Reserve presidents 
but he would be equipped with a channel of communication 
which would make realistic and prompt action possible. 
The plana which are developed cooperatively with the 
advertising at t his point, are cleared here (indicating) 
a.nd put down whichever channel is the proper channel. 

MR. ODEGARD: I understand the women's division 
and b{r . lioughteling ' s division would have no administra­
tive responsibility at all. That is, the administration 
of the policies that might be evolved at this le vel would 
be the responsibility of Mr. ~oyne and Kr. Huffington. 

LIR. JVBBINS: Administration - wait a minute--

?61 

I.IR. ODEGARD: The actu&! administrative supervision. 

I.IR. JVBBINS: These are operating offices and thef go- ­

),(R. GAMBLE : Your only colllllunication to the field 
is through one of those departments. 

MH. ODEGARD : Would Miss t.Hiott , for example, send 
direct communication to women's committees in the forty­
eight States; and would Mr. Houghteling, f~r ex~le, send 
direct communication• to Labor representat1ves 1n the.for ty­
eight States; or would Miss ~11iott send tho~e communlca­
tions through ltr . Coyne and through !Jr . Buff1ngton? 

MR. ROBBINS: In the first place , if Uiss ~lliott . t 
wanted to communicate with the field , I would be the polD 
of clearance, you see. 

• . -
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MR. ODEGARD: The reason I asked that ia because-­

~IR • .OOBBINS: Let me follow that through for you . 
l1' Miaa Elliott wants t o communicate with tile field 
her plan or program or idea for communication would

1

be 
cleared with me before release. Now, it i a not my idea 
to submerge leadership& or personalit i es here at all, 
and I would hope that we can al ways keep open the channels 
of communi cation from any and a11 parts here on informa-
t i on and advice, perfectl:y cuar. But when it comes to .~ . 
a de termined action after such advices have been exchanged 
whetner personally through the Co;yne or buffington organi ­
zation, who might bring back ideas, or whether by corres­
pondence with any person in the field who cen contri bute, 
or by trips t o the field to observe and bring back - when 
it comes to a determined act ion, then t hat would be 
approved here before it is released down tbe line . 

Now, l don ' t really care - and I am pe rfectly sincere 
about this - whether we sign those communications "United 
Stat es l'la1• Finance Committee, b7 lHss tlliott"- by Llr. 
ltoughteling, or by somebocly else, and t hus maintain our 
personal identification with our section or special 
int erests here ; but I do care that no instructions f rom 
Mias r.lliott or l!r. J:!oughteling, or f r om any of the 
planners , from any of the advertising group - if they 
are i ns tructions and are telling people to go some ?lace 
and do somethi ng - I don ' t want them to come throllbh but 
one source. 

MR. ODEGARD: Could we take a concrete illustration, 
lir. Robbins, just a m.inute'/ Suppose :you have ~ pay-roll 
savings drive in t he steel industry, or the shlpping 
industry, and so on, would you follOW that through on the 
chart'/ 

lo!R. ROBBINS: In the first pace, tnel'e ;~ould be. 
somebody in the Planning. Vepartment who wo~!d be 1ook1ng 
after the pay-roH savings angle frolll hash~ngton. A 1ot 
of those 'Oay- 1•oH savings dri vu of that k1nd ar~ purelJ 
sectional. and they would probab17 ori&inate aect1ona!ly. 
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MR. GAJ.IBLE:. None of them have originated sectionally, 
at the present tuae . All of them ha?e been national , in 
part ~t least. They have all been directed from here . 

MR. KlBBINS : AU right, if they are all directed 
from here t hat makes it very simple. I imagine that some 
of the thinking in that field waa original in the field 
and there may oe--

llR. ODEGARD: A good deal of it has been within the ·". 
States - within local organisations, but not regionally. 

UR. ROBBINS: I didn ' t say regional , I said original 
out in the States. 

loUt. ODEGARD: How? 

MR. ROBB INS: In the first place, somebody has to 
decide there is to be something done in the pay-roll 
field, and the people who are studying pay roll be re would 
be the natural ones to whom we would look for suoh an 
idea. They would then create a program - a plan of action 
which would develop over in the Planni.ng Department . 

Now, that plan would then, because it motivates our 
field organization, be cleared with ~ office. after ap­
proval or change, or otherwise, when it ~as approved we 
would have to get action in the field. 

Now, the normal way to get action in the field is to 
put it to ~r. Coyne , who has the field organizati~n that 
baa simply been lifted out of a point in the old \,ar 
Savings, over t o a point here (indicating), thus ~uto­
matically putting my office between the idea and 1ts 
execution. He would motivate it right down to the States -
any or all of the States - where it would be made 
effective . 

But at the same time , if it were distinctly a part 
of the April drive, and in anY event, I think, b.e would 
feel responsible for seeing to it that the Federal Reserve 
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fresldents and their executive managers would know what 
~s going on . I would hope that each of them baa two 
one tha t baa been drawn because of his quaLification~ 
from what used to be the Victory Fund and one because 
of his qualifications from what used to be the liar 
Savings. 

WR. BUFFillGTON: How -r;ould they be advised? 

WR. HOBBINS: Simply by a copy of the communication 
that instructed the State to put the pay- ro!l savings 
plan in . 

MR. GAMBLE: You are looking beyond April now on 
that , because they won't have them by April . 

MR. ROBBillS: Some of them have them already. 

MR. GAMBLE: I know, they are the executive managers, 
but some of them are not going to have this dual organiza­
tion which will be necessary for t hem in order to properly 
disseminate this information . 

MR. lll i!BINS: They are not going to dissemin~te, but 
receive i t - know wnat i s going on in the field. ~oyne 
would go direct to the Oregon State administrator if i t 
waa an Oregon shipyard pay- roll sevings program, and San 
Francisco , at the same time, -r;ould bear about it and would 
know what was going on, and that it would come out of 
Washington in this form and that this was the pian . 

KISS ELLIOTT : Yay I ask a question? Isn't this 
the main thing here that you are tal king about - to get 
a olearance through your offic, of the.plans tha t Mr. 
Buffington wi th his existini organi~at1on in the States 
for Victory Fund, and Mr. Coyne - I think wher~ you are 
confusing us i s t alking about lifting out the ~oyne 
organ i u tion. You are really not lif ting i t out at 81.1. 
What you are saying is the Coyne organi~atlon wi~l go on 
as it is functioning now with the same ~tate cha1~en, 
wi t h the same field fo rce, witt. the same organization, 
but wi ll r eport back to you what is going on . 

•• • 
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J.IR. roBBINS : No, they Will report to me that they 
wil l not do anything in line of instructing the field for 
action without clearance with m;y office . 

MIS~ ELLIOTT : Clearance back through your office . 
Then I can't see where there is any vast difference 
there if it works that way. The way I got this thing, 
the ~ole ~o;yne organization will function just exactly 
as it is functioning now except with a matter of clearance 
of policy. 

MR. GAMBLE: !lo, not the way !Ar. rlobbins bas explained 
it , at any rate. 

IUSS ELLICYI'T: Let me take m;y own organieation- ­

MR. OOBBINS: You would report direct to me. 

MISS ~LLIOTT : All r ight, but on the other hand, if 
the ~o;yne organization functions - remember, there is a 
women's committee in every State working in that organiza­
tion - all ri~ht, would that cut me off completely from 
functioning w1 th forty- eight women' a organizations'( In 
fact, some of them are already in operation now as a 
result of the meetings you have been holding over the 
State, functioning 'IIi thin this. 

liR. IOBBIN S: You want to get your women' a colll'Jii l tees 
into action. 

WlSS ELLIOTT: They are already in action. 

MR. OOBBIN S: That is r ight, but. tb.e way.7ou ~et 
your women 's committee in action is f1.rat dec1de w~at 
kind of action you want; and secondly, you and I 11111 
ait down and decide whet her we are in agreement tnat 
that ia good action, or that it is timely, or that it 
is part of or completely out of the April drin. 

IUSS ELLIOTT : If you do that I wouldn ' t a~ree. to 
that , because that would take tb.e women ' s organ1zat1?ns 
in forty-eight States comp.Letely out and they wouldn t 
know b.ow to operate . 

. ... •• 
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MR. GAMBLE : It does that with nary operation. 

MISS ELLIOTT : The1 wouldn ' t know this, in that case. 
~hat I am trying to do 1a not to do anything - not to 
break down anything in operation. Let ' s take Pennsylvania -
if this should happen then we would have to go back to 
Pennsylvania and say to Mrs. Pease , who is already operating 
now with this program after your Philadelphia meeting, 
under tha direction of Mr . Ludlow, as we worked - and is 
in action there , you see. They are already at work. Well, 
now, tha t same pattern will just obviously and very 
naturaU.y be followed by any women ' s organization within 
the forty-eight States, no matter what kind of setup we 
get bere in ~ashington. 

You might say, "liisa Elliott, I am taking you out 
of the field agency and putting you up here," in a 
position where I thought you said I was to sit and ilan 
with the group to see where the 1\'0men's division cou d 
assist w.i th this whole thing, and then the field organiza­
tion under lllr, Coyne in the liar Savings .:>talt'Wluld go on. 

Well, now, if on the. other hand, you mean that I 
am to set up an entirely different procedure and say to 
the women of the country, "Pull completely out from 
under these "ar :>avings Staff organiutions and work 
over here as a seoarate unit , according to plana which 
I work out with ur. Robbins , • that would be confusi on 
confounded in every State in the. Union. 

MR. IPBBINS: I am not making 111aelf clear on the t 
because--

MISS ELLIOTT : Unless it ia what I said first , it 
is obliged to be that . 

MR. R>BBINS: I don ' t think that ia right , llin 

Elliott . 
R.M.JR: Let me see if I can explain it ~o ~iss , 

Elliott. What we are trying to do hare ia th1a •. Le~ a 
go back to yesterday. Yesterday we had an organlzatlon 

• • • 
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where there would be· one person under Mr. Hobbins who 
would be in charge of the sales people, both over War 
Bonds and over Victory Fund; their contact ~oing firat 
under Mr. Buffington, and from Buffington d1reot to the 
twelve presidents of the Federal Reserve. 

Now, they listened to you people a!l day yesterday, 
and after listening to you they han oou to the conclu­
sion that for this April drive we would keep the har 
Savings sales organization intact. However, instead of 
the War Savings sales organization - I will call it by 
the name of Coyne - instead of Coyne going up through 
Sloan and Sloan to Graves , Coyne wiU now go directly 
to hObbina . Now, he will continue to function as he 
has in the past, with t his exception : For the April drive, 
when his people in the field on the State level get a 
directive from us, the directive will go first from 
aobbins to Coyne and also from nobbins to the twelve 
Reserve bank ~residents, and it is ~o,yne's job to see 
that those th1ngs are executed in the forty-eight States . 
Is that right? 

Mlt. IDBBrnS: That is right, except for one point 
there, sir. The plan having been cleared, Coyne's 
organization wili disseminate the plana - rather than 
have four or five or six separate organizations.h~re 
di sseminating the plans - down to the State admin1stra­
tors and through the State administrators, just as it 
has in the past, out to the peo~ie who do the job. At 
the same time Coyne will have to put the Federal heserve 
presidents on1 his mailing lint so tbat th~ plans that he 
is disseminating for action at tM .:>tate level are aiways 
known at the Federal heaerve 1eve1. 

H.M.JR: You see--

MISS ELLIOTT: Clearance isn't bothering ~e . It. 
ia operation on the State 1eve1 that is botherlDg me 1n 
this. 

H.M.JR: ~hat they could do is anotber
1
way, if thidey 

wanted to do i t, but I don't think - auppos ng you aa • 

•• • 
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"All right, we wi.Ll .Lean i'iar o:ia'finga just the way i t ia 
for &pril and everything they do baa to clear through 
1\r. liobbina,"and then from Mr. Robbins I would leave 
all of you juat the way it ia. Would t hat make you any 
happier? 

MISS ELLIOTT: I think it would function better 
t hat way. I thin.k if the thing remained intact just aa 
it ia , ao that there wouldn't be that confusion of 
shifting from one to anotner, I think it would be a 
clearer operation. I thought in following ~r. ~bbins that 
t he quest ion of having Wr. Buffingto n here with his Victory 
Fund ~o~ittee , ~r. Coyne wi th the field staff as it is, 
and then ~th them clearing out any difficult ies or 
differences that might come in plana that went out to the " 
tY~ agencies, that that would clear - you see, I have 
thought of t his al l a1 ong as an integrating thing, to di s­
turb aa 1i ttle as poJsi ble t he machinery t hat is now in 
operation, but just make an integration of it to avoid 
overlapping or duplication or conflic t , but not to con­
fuse the people on the ~tate .Le vel by pulling them out. 

For example, l.k. llobbins ' pun 10 U!d pull the Mmen 
wi thin the ~tate .Level complet ely out f r om under t heir 
5tate administrator s and put them over here . 

H. l.l. JR: No • 

. WR. K>BBINS: No, not at all. \\ho does llr. Coyne 
normally communicate with when he operates? 

MISS ELLIOTT : The State administrators. 

KR. K>BBINS : If his channel of communication is 
through the 5tate administrators , why wouldn't it go--

MISS ELLIOTT: The plan ia just to keep the whole 
thing intact, not pulling it out at all. Just as t he 
Secretary baa said, here is the ~ar ~avings ~t~ff, th~ye 
are working on pay-rol l savings , they are work1ng i.n h 
women ' s division, they are working in Labor, they are 
working in this whole business. 111 r ight, now we are 
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not going to upset that machinery at all, go ahead· the 
only difference being that Mr. Coyne and those at the 
head of these will clear through you and through those 
banks. 

lffi. !OBBINS: It h almost that if you just finish 
it •ith just one sentence. Instead of Wr. Coyne report­
ing to what has heretofore been the War Savings ~~aff , 
he would report to me. 

WISS ELLIOTT: It i s still the War Savings Staff, 
but in addition, there is someone through ~om they clear 
and not disturb the internal organization of the thing 
at all. It seems to me it ia a very si.mple thing that 
way, and still get the clearance that is necessary. 

Mlt. !OBBINS: Yes, the net of it is that Coyne - as 
the advertising has been lifted out md now reports to 
Peabody; so the fi eld organization is lifted out and now 
reports to me, 

H.l.I.JR: Robbins, don't ynu think - let's just take 
a fresh look at this thing for a minute. We have got the 
advertising out; that h settled - certainly we don't 
want to disturb that. 

Supposing we said for this Apri~ drive .we_would leave 
the llashington l~ar ~vings organbatlon as 1t u .. The 
only difference is t hat we wouldn't pull Wiss h1 l1ott out, 
and we wouldn't pull Houghtaling out; just !eave that as 
it ia and leave Yr. Graves where he ia and Ur. Gacble 
where he ia as Wr. Graves' deputy. And simply say to 
Gravea, "No~ look, for now until the •prH dr ive i s throu&}l 
the 1\ar :lavings organization, minus advertising and prano­
tion ' - anything that you do will have to clear through 
Robbins , and so f'orth and so on. But not pull out the. 
women, and not pull out Houghteling ; just leave it as 1t 

is. 
llR. .OOBBINS: I am not so concerned about houghteling . 

• • • 
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H.M.JR: Just leave it as it ie ; not call it a 
planning section, other than it wi ll plan for war Savings 
Bonds and any planning you may want to do on the over-all 
we wi ll do in a small executive committee, not to exceed 
maybe five people . 

l4R. IDBBIIiS: From my point--

H.H.JR: And then give - I think you will find the 
people here in the room will be much happier for thia 
lpril drive, and you will get more out of t hem, and it 
isn't terribly important . 

},{R. IDBBUIS: From my point of vin, it is pretty 
important. 

H.M.JR: Why? They can't send out any orders ; they 
can't do anything that doesn't clear through your office. 

MR. ROBBINS: I don ' t want to find myself exactly 
in that position, and therefore I want to have t he 
channels of communication between Washington and the 
field operating under the immediate contact of my office 
rather than operating as part of another organization 
which removes i t from that immediate contact. 

H.M.JR: It only removes it by one person. 

Kit. GAWlll: It could nry eas ily become a serious 
bottleneck fer the whole operation . 

H.lf. JR: What could? 

MR. GAMBLE : It can very easily became a serious 
bottleneck . 

H.M.JR: What I am aaying--

lollt. GAI>iBLE: No , what you are saying makes sense. 
I think this ie a bottleneck. I think we will ~e fussing 
aro111d with an organization by the time the .lpnl drive 
will be half over, and still be talking about procedures 
and methods. 

"~0 . r 
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lffi. GRAVES: There is one thing that haa got to be 
thought about when you think about moving Mr. Coyne 
over under Kr. Hobbins . ~e have an organization of 
about nine hundred people in the field and a substantial 
part of Mr . Coyne ' s time is given to the routine of 
adminiat1•ation that naturally would be involved in an 
organization of t hat size. There is the matter of 
hiring people and attending to supplies, equipment, office 
space , and eo on . 

Now, that is something that I have given supervision 
to personally, and to do what Wr. Robbine is proposing is 
going to involTe him in what you might call administrative 
routine that he couldn ' t avoid. He has to accept that 
responsibility if he ie goinf to have this force report­
ing directly to him. I don' think that that is going to 
be employing Ur. Robbins ' time to advantage if you are 
going to sew him up a certain number of hours a day with 
that kind of business. 

I think Mr. Robbins is probably unaware of the tre­
mendous amount of detail that ie involved in Mr. Coyne's 
operation . 

Wr. Coyne has a staff over there, I suspect , of 
fully t .wenty-five people, large groupe of whom are en­
gaged in handling correspondence with the field about 
necessary details of operation. 

Wr. Robbins' day isn't going to be long enougb, in 
lllf opinion , for him to clear the thinfs that Mr. Coyne's 
department is constantly doing; espeo ally when you add 
to that the fact that Miaa Elliott would be reporting 
di rectly to Mr. rtobbina, and Wr. Hougbteling repo~ting 
directly to Wr. Robbins. I think, as Mr. Gamble JUSt 
suggested, that you have in t hat a bottl~neck that would 
be fatal1D the efficient operation of thu program. 

MR. G~BLE : You have another ser ious th~ng; fOU have 
blocked all your so- called sales departments 1n wh1ch you 
have shut them off entirely from the salesmen. 
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Under this operation these people - this is not a 
planning committee - the pay- roll savings organizati on 
in Washington is not a pla.nning organization; it is a 
sales organizat ion. Our farm operation is not a planning 
operation; it is a direct sales operation. The same 
thing is true of our retail operation, and you shut than 
orr. 

In a matter of a few minutes, Wr. Secretary, any­
~hing ~aving to do with those d~partments in the field, 
lD Aprll , one of us can clear w1th Kr. ~bbina, and Yr. 
Robbins can approve it or re ject it. 

H.M.JR: This is the way I am thinking. I have 
listened to everybody . I don' t know where Bell stands. 

We never at any time said that we would settle -
let's be very frank - the fate of the •ar Savings organi­
zation before the A<pril drive . Is that right't 

Mk. H)BBINS: That is right. 

H.M.JR: Until we go through the April drive we are 
asking both to cooperate shoulder to shoulder, and 
after tbe April d.r i ve is over, we would then set tle the 
fate of the War Savings. That has been the position. 

Now, what I think ia this - eo that you can make 
time and get tbe best out of the •ar ~vings people i n 
this roaa - I think that one person - and I hope that 
person wiU be ltr. Grana - would say, "All right, I 
will guarantee you, wr. Robbins, one hundred p~rcent 
cooperation." Look at Grana , you don't see hla. 
{Graves nodding) 

MR. GAMBLE : You can have that f'I'Om everyone . 

H.M.JR: "I will guarantee you a hundred percent 
cooperation . Nothing will f on, nothing new will take 
place or in any way cmflic - nothing to set back your 
Apri l drive - that you personally won't have a chance 
to say yea or no to. I will get behind your ~amned old 
April drive and give you what is le ft of me. (Laughter) 
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Now, I will guarantee Harold Graves personally. If 
Harold Graves eaya to you that he will give you everythiqg 
he has got, he 'll'iu do what he baa done for me . 

J.!R. IOBBINS: I am not worried about that , sir. 

H.U. JR: Yes, but it is terribly important. Then 
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these people will all settle down and go to work, and 
they are a damned good organizati on. No~ , the important 
tning was to get this publicity and advertising centralized, 
which I have . The other things which they have are the 
t hings which you know I need; some of them will be useful 
in the April dr i ve and some won't. The main thing is that 
anything that is useful you ~ill fet , and anything that 
may cross you up, Harold Uraves w 11 see to, it won't 
cross you up. Is that r ight, Harold? 

Mk. GRAVES : That is r ight. 

H.M.JR: And this mass of detail which you would have 
to master and can ' t master between now and the 12th of 
April, will go on functioning t he way I have built i t, 
stone by stone. I know i t ; it is a good organization; it 
is a ! o;yal organization . I f Harold Graves says he will 
deliver, he will deliver; and you need not worry about i t. 
If he says he will check ever;ything and clear everything 
wi th you, he will do i t, because that is the way he is 
built . I just don ' t think you have time, and I don't 
tLink it is necessary, to go beyond . 

Then Bell and Graves and ;you (kobbins ) , and your 
advertising man, Peabody, and Buffington, and I ~ould 
meet as often as is nece ssary and settle the po11cy. 

I wouldn't bring in the people I had intended to 
bring in at this t ime, which was Miss ~lliott and Gamble 
and Odegard ; I wouldn't bring them in from now until the 
April drive ia over, because they would have to say ~hat 
they think to Graves, and Graves would have t o :eflect 
what they think. I had intended to bring them lD, but 
I wouldn ' t br ing them in. 
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MR. GRAVE~ : I would like to saf that--

H.Y. JR: I have said a lot. Now, Harold, you. can 
talk for yourself, 

MR. GRAVES : Mr. Robbins, llr. lbffington, and I 
made a plan like that - put i t on paper, and initialed 
it. 

WR .. ROBBINS: That is r ight. 

WR. GRAVES: I supposed at the time that we were 
making the plan that would control throuldl the April 
drive, and 1t was just ae you (the Secre£ary) have 
stated it now, that we would l eave things intact through 
the April drive, and that the things tha t are now in 
t he War Savings organ.ization t hat are no t related to the 
April drive would go on under the syst em and organization 
and procedure that we have now in effect. Anything that 
was contemplated or proposed in the War Savings organiza­
tion that had to do wi th t he April drive I would clear 
with Yr. Robbins before any instructions were given t o 
our field people , 

That ie a written memorandum . Wr. Robbins wrote it, 
It you have not seen it, I think that you should. · 

WR, ROBBINS: I think the Secretary has seen it, 

H.K. JR: I would like to refresh my memory. How 
can I get it? 

KR. GRAVES: I have a copy in my office. 

WR, ROBBINS : It ia just as brief as that . 

KR, BELL: I don't think it is so important where 
Mlaa Elliott and &r. Houghtaling fit into this chart. 
Miaa Elliott would still remain with Coyne es she ia now; 
and llr. Houghtaling would remain in the orgrn~zation. I 
think it ia very important that Mr. Robbins l1na of 
authority be kept clear in this whole drive in order to 
avoid contusion. The person who directs that side of 
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the field organitation has to be on the line with the 
person who direots the field organization on the other 
side, Which ie Buffington . 

MR. ODEGARD: It sesas to me that this kind of a 
solution would, from Mr. Robbins' point of view, be much 
preferable to a solution that involves difficult adminis­
trative matters such as this would inevitably involve. 

No• whether this might be tho type of organization 
you wanted to go into at the end of the April drive is 
another matter. I think that could be--

MR. ROBBINS: 1 can answer that quickly. It isn' t . 

UR. ODEGARD: Then I think the probl4m of serving 
as a coordinator bet.een the typo of organization he baa 
here now would be facilitated if he reduced the number 
of people that you had to deal with, that report directly 
to you. If ycu had Mr. Buffington on the one hand and 
Mr. Graves on the other, it seems to me that would be an 
easier operation for you than if you had Mr. Houghtaling, 
Miss Elliott, Mr. Coyne, and Mr. Peabody, and all the . 
rest of them reporting directly to you. 

MISS ELLIOTT: I think, wr . Secretary, that what you 
have said serves to coordinate whet exists, and ret adds 
to it - a central direction so that thoro wouldn t be any 
overlapping or confusion in what I thought we were trying 
to get at in the Dooembor drive . It does, I think, sim­
plify the thing that worried me about this after I got to 
thinking about it yoatordayt and that is that as complicated 
a thing as has been proposed would upset all over the 
countrr thousands of people who have got to work in this 
thing 1f we make it a success . 

The reason I said to you yesterdayt Mr. Robbins -
you said you expected to be in the fiel o moat of the 
time - is that if you undertook the kind o~ operation 
that you have there, it would take every m1nute of your 
time here, and then some, to got it in shape in time for 
the extra drive and function . 

•• • 
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WR. RObBINS: I am very strong for delegation of 
authority, and what we are taiking about here is simply 
whether or not the sales manager of the War Savings Staff 
is going to report to me or report elsewhere. The ~eople 
who are going to handle this campaign are the mos t lmpor­
tant single factors tha t we have to work with now that we 
have our advertising coordinated. 

The net of all that I am recommending here is that 
the people~? wi~l be. responsible for motivating the 
human activ1t1ea 1n this campai gn - those people in 
'Aashington - should tie into my office. 

Now, the delega t ion of aut hority that would go to 
Coyne in hie new responsibility, to George Buffington 
in hi s responsibili ty, and to others, would be a very 
definite and real t liing. In other words, I haven 't any 
idea of not vesting t hese people with authority enough 
to operate in a very realistic way. It is just s question 
of whether a sales manager should t ie in with my office 
or tie in eome other place , It is just that simple in 
my mind. 

H.M.JR: Well, it isn't that simple; it isn't that 
simple at all, You ought to after today for6et about 
organization and be thinking of creating new ideas and 
~enerating, and so forth, and so on. Then if Cleveland 
Jumped the t races, you could go out to Cleveland and 
get t hem back into the traces, and so forth, and so on, 
but generating ideas . 

Now what we are really doing - let's call a spade 
a spade ~ when you take Coyne out and leave the War 
Savings and you have Miss Elliott in on a l ine directly 
to you ' and Houghtaling there is nothing left of ~ar 
Saving~· it is a.n empty' shell as far as Washington goes . 
There i; nothin~ left of it, and it is finished, I never 
planned t hat I would do that at this stage, and I haver 
intimated to you tha t I would, As far as the War Savings 
Washington Staff is concerned, it i s just an em~ty shell. 
These people here in t be room naturally resent 1t . If I 
were in their shoes I would, too, and you can't get the 
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best out of than for t he April dr ive if that is what is 
happening to ~r Savings. If you were in the same thing 
and were put into the thing that Harold Graves bas done 
for over two yeare, you would feel the same way. I hope 
you would be as loyal t o me as he is lhen he sees what 
i s happening. 

Wow we all have said that when the ip~il drive was 
over everybody would take a fresh look at it. 

Am I in any way changing anything that I have said 
to you? No. You still are - di rect authority flows f rom 
me, to Bell, to you. It is in writing. Nothing has been 
changed down to the president of the Federal Reserve Bank . 
All that I am suggesting this morning is thet instead of 
taking Coyne out and ins t ead of taking Yiss Elliott out, 
that this organizaticn which has how many employees 
throughout the country? 

MR. GRAVES : About thirteen hundred. 
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H.M.JR: Thirteen hundr ed employees - and instead 
of trying to get them so upset that they won' t do you any 
good and you have a disgruntled group throughout this 
whole drive - if harold Graves wi ! l say to you, "Robbins, 
you have my loyalty and my su~port; I will underwrite 
it" - and in the final analys1s .bather the drive ia a 
success or not it will all fall on me because one failure 
on any issue and I am throuin. I have always said that. 
The first t ime I fail in a 4rive I am through, becauSf I 
can' t say whether we do have rubl er or whether we don t 
have rubber, or whether the Ford plant is turning out 
banbera or whether it isn' t - I can 't go through constantly 
bluffing like other orr.nizationa do - or whether we do 
have cenned food or no • People know it. So every time 
I go into a drive it is table stakes, so nobody takes the 
risk on the thing that I do, 

Vy advice after listening to this thing for days, 
is that you take my suggestion - if Harol d will give you 
hia word--
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MR. GRAVES: I wi ll. 

H.M.JR: Let it rest this way throughout the April 
drive, holding Harold entirely responsible and having 
contact only with Harold, That doesn't mean that you 
can't send for Coyne as often as you want or take Coyne 
with you on a trif or do anything else t hat you want to. 
But Harold Graves orga.nization 1a responsible, and by 
gawd, it is up to him to deliver it enthusiastically. 
Is that right, Harold? 

lffi . GRAVES: That ie right . 

H.K. JR: That is my r ecommendation. 

MR. ROBBINS : Well air, now as far as the arrange­
ment that we had suggested here with reference to lifting 
Miss Elliott and Houghtaling out of whet we have chosen 
to call on this chart "planning," that ia not of any con­
sequence . 

H.M. JR: I would leave it alone. 

MR. ROBBINS: That doesn't need to be- ­

H .~ . JR: I would leave them alone . 

YR. ROBBI~S : And that was not on the original 
chart, as you recall, that I submitted. I penciled that 
in aa we talked. 

H.M. JR: I have seen so many charta. 

MR. ROBBINS: I penciled these in, so they were all 
down there. That doesn't bother me a bit because i t 
wasn't a part of my original thought. 

MR. ODEGARD: I haven't seen that chart . 

MR. ROBBINS : There is only one in ~xiatence because 
I wasn't sure of it . 

I haven't any reservations on that whatsoever as 
far as Ur. Houghtaling and ~isa Elliott are concerned, 
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and originally I hadn't conceived it ae being quite the 
way it now turns out, 

As far as the operation of the field organi zation 
is concerned, there are two focal points in Washin~ton 
for the two separate activities tha t have gone on 1n the 
field, Of course, I am going to line up behind your 
decision. That goes beyond a question of doubt But I 
don ' t think of it as a destructing factor, I d~ think 
of it as a constructive move. I believe in it or I 
wouldn't rec~end it. I think it is right and I think 
that I will have more effective harness to ~ork in if 
the sales managers ana the operating people with the 
field tie into my office direct. 

MR. GAMBLE: I would like to ask Mr. Robbins a 
question . Do you understand what the retail program is -
how it operates? Do you understand how the farm program 
operates, and do you understand thoroughly how the pay­
roll savings operat es? 

MR. ROBBINS: Of course I don ' t understand any of 
that. 

WR. GAMBLE: How could you decide tbet you are going 
to eat these people off in an organization char t? I 
do.n' t think they should be set up in acme organization 
chart until everybody understands ~hat their functions 
are. It is a very serious move to the War Savings 
organization, and something might go beyond repair if 
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you let it go along for another six or seven weeks and 
just decide you are 2oing to render inactive some organiza­
tion because you donYt understand it . Take Vr. Houghtaling -
ninety percent· of Kr. Houghtaling' s work is do~e under the 
pay-roll savings organization here. Without discussion 
with anybody here you separate them into two points of the 
country. 

H.M. JR: That is me . Both Mise Elliott and Houghtaling 
are me - that is me. 

lffi. ROBBINS: That waan ' t a part ?f the ori!);inal 
plan, As a matter of fact , Ted, I don t car! which way 
that goes, It would be better for the immediate present 
if that shouldn •t be changed, and I bad ao recom:nended 
originally. 
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H.W.JR: Could I read this out loud just to refresh 
my memory? 
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(Reading ".llemo.randWII of Agreement of Tentat ive Op~rat­
ing Plan - Headquarters Organitation, " copy attachad. ) 

"1 . Yr . Graves will continue to operate in direct 
contact wi th members of the War Savings organization on 
all matters of current operation which are not specific 
part of the April Cftmpaign . On matters pertaining to the 
cam~aign , .llr . Graves will aee to it that no policy 
dec1siona or specific instructions are iaaued until 
proper clearance has been made with the President of the 
Federal Reserve District concerned." 

I might say here, "Until L!r. Graves has cleared 
with Mr . Robbins." 

MR. ROBBINS: That was right under the gun, air, 
upon my arrival. We bad to get something out. 

H.M. JR: May I say - if I just changed that, would 
that be agreeable to you? 

MR. GRAVES : Yes, indeed. 

H • .ll.JR: "Are issued until proper clearance bee 
been made with Kr, Robbins . • Is that all right? 

.llR. GRAVES: Perfectly . 

H • .ll.JR: ~ould that be all rigbt wi th you? 

.llR. ROBBINS: Yes . I think that comes in later. 

H M JR· •2 .llr Buffington will continue to operate 
directiy' with tb; Exe~utive Managers or the President of 
the Federal Reserve Banke on all m.attera rela~ing to the 
Vic tory Fu.nd activity. His authority to co~tlnue. opera­
tiona is clear on all matters except t~oee 1nvol!1ng 
major policy which should be cleared w1th ~IR pr1or to 
action. • 

r 
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I think that haa to be cleared up a little bit . I 
don' t think that ia the way you want it now. 

"3. Both Messrs . Graves and Buffington will not only 
clear matters of policy with ~.R but wi ll take whatever 
steps are nece~sar{ to keep hie office informed during the 
transition per1od. 

If necessary, that could be a~elled out, but that is 
a mouthful, and that should come f1rst. I think t hat 
should be paragraph one . 

"4. Kessrs. Graves and Buffington will clear back 
and fer th between themselns to preclude confusion or 
conflict of operating instructions between Washington and 
the Federal Reserve Banks President&' office. • 
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"5. ?~ will, at all t imes, keep both Messrs . Gravea 
and Buffington intimately advised on any decisions made 
or instructions issued from hie office direc t to the Federal 
Reserve Banks Presidents' office. 

"6, Field Or~anization . 111 persons in the Head­
quarters organizat1on who contact the field, either 
personally or by correspondence or phone, should exercise 
particular care at this time to make no decisions with 
any member of either organi zation which should be referred 
to the Federal Reserve President for handling: In general, 
matters of this nature will be concerned with la) all the 
activities of the Victory Fund C~ittee relative t o the 
Victory Drive and (b) special activities of the War Savings 
Commit tee relative to the Victory Drive. A good rule -­
when in doubt, clear with the Federal Reserve President.• 

I would say a good rule is, when in doubt clear with 
lolr , Ro bbins. 

MR. ROBBINS: That was our agreement, and it is 
still our agreement. That is the way we are operat ing at 
the mCDent . 

H.U. JR: Well, Robbins, the more I think ofhit and 
the more I see how time is running against you, ow you 
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have a trmmendous responsibility, knowing these fellows 
having lived with them and gone through t r ials and trib~la­
tions, ana to make your job possible, that is what I 
recommend to you. I think you will find that everybody 
in this roan will settle down and go to work. 

MR. ROBBINS : Do you realize just what you are saying 
to me, air, from my point of view? 

H.K.JR: I think so. 

UR. ROBBINS: As I see it, you are saying thet it is 
your recamnendation that the direction of the people 
•to will operate on t his drive shall be otherwise than 
through my office, «nd I will be held responsible. 

H.Y.JR: No, I am not saying that . 

KR. ROBBINS: That is what I see in that, sir. 

H.M. JR: No. What I am saying to you is this: I 
am saying to you - having taken ths advertisin~ thing 
out - I am saying to you this, and I will say 1t over 
and over again until it is clear in my own mind and 
clear in yours, that the advertising thing - you r~~ember 
when you came to me on Thursday or Friday first wi th this 
chart that I said, "That is all right, but I have to tllk e 
time on the other stuff . " Do you rame~ber? 

KR. ROBBINS: Tbet is right. 

H.M.JR: ~bat I am saying is this: You haven' t 
got the time to master all the details between now and 
the 12th of April; you can't do it. 

MR. ROBBINS: That is right • . 

H.M.JR: Y
0
u have to trust eomebody; you have to 

trust a number of people who will del~ver to yo~ the. thinge 
which are going to be helpful to you 1n the ~pr1l dr1!e 
and will guarantee that notning in the organ1zation Wll! 
in any way come in conflict. Harold has to see that 
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people like Trounetine .end Moore in Ohio have to get 
back of this thing and be good, or anybody else. It is 
up to him to phone them or jump on a train and go out 
there and see that they be good, He is giving you hie 
word - and me - that he will work for you enthueiastically 
deliverin~ his sales organization which he has built . ' 
You haven t even talked to Coyne . We don't even know 
whether Coyne can deliver . BUt he can deliver if harold 
tells him to . 

Now, the only difference in what we are aayin~ is 
this, that when it gets down, instead of your working 
di rectly with Coyne, you work with Coyne once removed. 

~. ROBBINS: Really twice remo\ed. 

H.M.JR: Once removed. 

MR. ROBBINS: Graves to Sloan to Coyne. 

H.M:JR: Well, we will cut Sloan out. As far as I 
am concerned, they could fire Sloan today. 

l.ffi. BELL: Really looking to Harold as the adminis­
trator, rather then Coyne . 

lffi. GRAVES: Actually Mr . Sloan hu an administrative 
assignment over there. I have my contacts with Mr. Coyne 
through l!r. Gamble usually, with reference to all of our 
field operations outside of t he administrative routine . 

H.V.JR: But Harold, Yr . Robbins is very much inter­
ested in the field organization. All right, whenever be 
is ready, you and Coyne can come down and sit in with 
him as long as be wants you to. 

MR. GRAVES: I suggested that to ~r . Robbins days 
ago, that he should assemble Mr. Coyne s group and become 
acquainted with them and find out what they do . 

H .~.JR: The thing that is worrying m~ - am I asking 
you to t8re a responsibility whioh is unf~1r bece~se I 
am putting Coyne's presen~ boss between you and him? 

•• '"\ 
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MR. ROBBINS: Coyne is Just a name to me . 

H.M.JR: Well, the eales organization. 
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MR. ROBBINS: I would like to have the sales organization 
report to me. 

Now, if for t he sake of efficiency - or, at least 
for the sake of lack of confusion - it is finally decided 
that it is best all around not to do that, then so it 
will be . • .. 

H.~ . JR: Well, Robbins, I have to say these things 
publicly. 

MR. ROBBIKS: That is right, and I want to say all 
of mine publicly, too . 

H.M. JR : I am correct in saying that these people 
here, if you will adopt my suggestion - Miss Ell1ott, 
Gamble, Odegard and Graves - they each can talk for 
themselves - if he goes through will be get your enthusiastic 
support t hat way? 

MISS ELLIOTT: He certainly will. 

H.M.JR: Will you stop fussing? (Laughter) 

MISS ELLIOTT: Yea, sir. The onl1 thing you are 
doing, Yr 1 Secretary - Mr . Robbins said a moment ago that 
he oouldn t do all t his; he would have to delegate 
authority - you are advising him to delegate authority 
to the person here who has the whole thing set up to go--

H.M.JR: Will you atop fussing? 

MR. GAMBlE : This is wholl1 iml?ersonal, Mr . Secretary; 
this is to help Mr . Robbins do hh job. 

H.M.JR: I know, but wears being personal . 

MR. GAMBLE : You know, a hundred percent support ­
I will be delighted. 
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H.M. JR: Maybe it is an unfortunate word but if 
it is done this way will you fellows turn you~selves 
inside out? 

MR. GAMBLE: One hundred percent. 

H.U. JR : How about you, 'Peter? 

lffi. ODEGARD: It goes wi thout saying, Mr. Secretary. 

H.M. JR: You can't buy that . You can' t buy that 
stuff . You as a sal es manager - the thing that you want 
is loyalty and enthusia sm . Tha thing that you get in an 
organization - it is like confidance in the Federal 
credi t . If you have it, it i s wondarful; it is phantom . 
If you lose it, you never get it back. If these people 
will all pitch in and help you from now on, and take my 
word - I who have had ten years in Washington, and enjoyed 
a reputation as having run the Treasury well - I don't 
think it is immodest to say so - we have a loyal crowd. 
If these four people wiU say, "We will do everything we 
can to help you," if you are a amart fellow you wil l 
grab it. And I wouldn't let another one of them squawk. 

MR. ROBEINS: I am not a bit worried, sir, about 
that angle. 

H.M. JR: I want t o be fair. I have invited them to 
come here, but, my heavens, enthuaiaam and loya~ty ~d 
de sire to go throuib with the thing and make this thing 
go as against sozefhing on a piece of paper and a chart, 
when every thing has to clear through you and you have. 
complete veto power - I don 't sea what else you want 1n 
the three weeks you have to get ready. This is fo r April . 
What happens after April - no pledges - new deal - re­
examine everything. 

MR. ROBBINS: Your decision, sir, i s what we nre 
here to get . 

•11 right, do you want me to decide it? H.!.I.JR: ... 

.• -
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MR. ROBBINS: You have to, because, after all sir 
you are not going to convince me egainet a philosophy of 
operation, even at the sacrifice of being a little bit 
oolsundarst ood at this time, 

H.M. JR: Well, let me put i t this way: If I 
decide, can I count on your enthusiasm? 

I.!R, RORBINS : You certainly are going to get my 
enthusiastic support . I think you know that. 

H .~ . JR : I am asKing each person because i t is a 
free country, thank God. That is wha t "e are fighting 
for. 

MR. ROBBINS: Sure it is. I will work on this basis 
to the best of my ability. I don't think I will give you 
as effective a job as I would if I bad my sales contacts 
tring into me. I am not going to change my philosophy, 
&r . I have been doing this kind of work for ei ghteen 
years, It is one t hing I know and understand, whether I 
know about pay- roll savings or whether I don ' t. 

Now I am going to 10 rk it your way. You are going 
to decide it, and I am goin~ to do my level best to turn 
in a good performance. Don t worry about that . I hope 
it will be at least pointed upstream when you catch me . 

H .~: . JR : All right. 

How about Mr. Bell? 

MR. BELL : I think it will work i~ Harold will get 
a little closer to his field organizat1on so that he can 
keep in contact and keep his bands on that . 

MR. GRAVES : As to that lf.r. Robbins should feel 
f ree at any time to contact Ur. Coyne directly or 
Mr. Coyne 's people . I think it will do everybody good 
if be will do that . 

~. ROB3INS : That is ri ght, and it is only the hours 
end minutes in the day that would preclude taat . 
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MR. ROBBINS: You have to, because, after all sir 
you are not going to convince me against a philosophy of 
operation, even at the sacrifice of being a little bit 
misunderstood at this time . 

H.LI. JR: Well, let me put it this way: If I 
decide, can I count on your enthusiasm? 

J.IR . ROSBTNS : You certainly are going to get my 
enthusiastic support. I think you know that. 

H.M.JR: I am as~ing each ~erson because it is a 
free country, thank God. That 1s what we are fighting 
for . 

MR. ROBBINS : Sure it ie. I will work on this basis 
to the best of my ability. I don't think I will give you 
as affective a job as I would if I had my sales contacts 
tying into me . I am not going to change my philosophy, 
sir. I have been doing this kind of ¥.O rk for eighteen 
years . It is one thing I know and understand, whether I 
know about pay- roll savings or whether I don't . 

Now I am going to 10 rk it your way . You are going 
to deci de it, and I am goin~ to do my level best to turn 
in a good performance. Don t worry about that. I hope 
it will be at least pointed upstream when you catch me. 

H .l! . JR: All right . 

How about Mr. Bell? 

lo!R. BELL: I think it will work it Harold.will get 
a little closer to his field organi&ation eo that he caD 

keep in contact and keep his hands on that. 

llR. GRAVES: As to that Mr. lhoulcl feel 
f ree at any time to contact ~. C~t 
Yr. Coyne's people. I think it ~11 
if he will do that. 

Jm. ROBSIIIS: !!~at h P1111l"5• 

and minutu in the claJ tllat tlillll\ 
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MR. ROBBINS: You have to, because, after all sir 
you are not going to convince me against a philosophy of 
olerat ion, even at the sacrifice of being a little bit 
rn sunderstood at this time. 

H.M.JR: Well, let me put it this way: If I 
decide, can I count on your enthusiemn? 

lffi. ROflBINS: You cer tainly are going to get Ill,)' 
enthusiastic support . I think you know that . 

H.K. JR: I am asking each ~erson because it is a 
free country, thank God. That 1a what ~e are fighting 
for. 

MR. ROBBINS : Sure it is . I will work on this basis 
to t he best of my ability. I don't think I will give you 
as effective a job as I would if I had my sales contacts 
tying into me . I am not going to change my phil osophy, 
Mr. I have been doing this kind of work for eighteen 
years. I t is one thing I know and understand, whether I 
know about pay- roll savings or whether I don 't. 

Now I am going to 'ID rk it your wq. You ere going 
to decide it, and I am goin~ to do my level best to turn 
in a good performance . Don t worry about that. I hope 
it will be at least pointed upstream when you catch me. 

H.L: .JR: All right . 

How about ~r. Bell? 

MR. BEll.: I think it will work i~ Herold will get 
a little closer to his field organizat1on so that he can 
keep in contact and keep his hands on that . 

MR. GRAVES: As to that Mr. Robbi~s should feel 
free et any time to contact Mr. Coyne directly or 
llr. Coyne 's people. I think it will do everybody good 
if he will do that. 

MR. ROB3INS: That is right, and itdistohanlty the houra 
end minutes in the day that would preclu e • 
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H.M.JR: Again I have to say this thing in front of 
a half a dozen people . You in your turn have got to get -
Harold, you have to take the initiative from now on in 
the sense that if you see something is goin~ wrong don't 
wait until I find it out or until Hobbins f1nds it out . 
You see what I mean? Do you know what I am t& king about? 

MR. GRAVES: I think I do. 

H.Y. JR: And if something is wrong in War Bonds, 
or eanetbin~ is wrong anywhere in the field, you take 
the initiahve first to try to lick it . If you can't 
lick it, you bring it to Robbins' attention . 

LfR. GRAVES : I have brought to ldr. Robbins' attention, 
the instances that I think you are thinking about. 

H.M. JR: Yes, but first try to lick it; eave him 
that . Second, again you and Buffington have got to get 
much closer. You had better go out and get drunk first 
together tonight . (Laughter) 

.IIR. BUFFINGTOO: I disapprove of drinking. {Laughter) 

H.M.JR: This is one question that you fellows bad 
better go out and ~et to know each other on end get a 
little closer - qu1t this kind of - you know, as though 
the other fellow smelled e little bad . (Laughter) 

.IIR. GRAVES: I would like to mile e a speech on tba t 
point. 

H.M.JR: Stop sniffing at each other like a couple 
of doge . (Laughter) 

1m. GRAVES: I think people have pr?bably .told you 
that Yr . Buffington a.nd I have been unfrundly • . 

H.M.JR: I can use my own eyes. 

MR. BUFFINGTO~: Maybe we haven't been very 
communicative - maybe that is the answer. 
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MR. GRAVES: Let me melee 1!J¥ speech. I read a 
letter the other day written by wr, Nichol as, our 
administrat9r in Color~do, to his deputy, a Mr . 
Kemper, after the Federal Reserve meeting at Kansas 
City . I think you know him. 

H.M.JR: That is right. There are three Kempers 
who ere brothers . 

MR. GRAVES: This is the Kemper wham I think you 
met at your meeting. 

H.M.JR: The two brothers were there. 

MR. GRAVES: A Mr . Kemper told someone who told 
Mr. Nicholas that it was now a matter of camnon knowledge 
that Mr. Buffington and I have been squabbling and fight­
ing for months to get control of the Treasury finance 
organization. He had more to say, but that is the sig­
nificant point just now. 

Now, as a matter of fact , Mr . ~ffington and I 
have, as far as I recall , never had a cross word. 

J.ffi. BUFFINGTON: I don 't recall any, no. 

lffi. GRAVES: A.nd I don ' t think you could find anybody 
who would report to you that I have been beard saying 
unkind things about Yr. ~ffington . It has never been 
reported to me that Mr . Buffington has ever been heard 
saying an unkind thing about me . Yet, this rumor or 
belief apparently exists all over the United States, 
and I think you believe it, that ~r . Buffington end I 
have been--

H.M. JR: Yes . 

Lffi. GRAVES: ... engaged in fisticuffs and quarrels . 

H.M.JR: Not fisticuffs , but icy stares. (Laughter) 

MR. GRAVES: No, I wouldn ' t accept that. 
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H.M. JR: Well if I am wrong, it makes what I am 
asking that much easier. 

1[R. I:RA VES: It would be eaay. I wanted to say 
t~at in front of t hese people beoause--

H.Jd.JR: Well_, Harold, if I am wrong it makes it 
that much easier. ·When you are through I would like to 
say something, unless Buffington wants to say something. 

MR. BUFFINGTON : 
Bank of Kansas City. 

I know Jim Ksnper of the Commercial 
Ie he the one you refer to? 

UR. GRAVES: I don't know. 

~- BUFFINGTON: I haven't seen him since I have 
been in the Treasury, ao that wouldn't--

H.M . JR: The point I am making is this: I invited 
Robbins in . We are all more or leas strangers to him. 
He has taken us on good faith. Hts reputation is at 
stake; and his company's reputation is at stake . %e are 
at war, and this is the President of the United States -
the wa~ I look at it he does ~e a great compliment. He 
isn't 1nterested in my drive; he takes it for ~ranted 
we will deliver . He has other things to do wh1ch he 
thinks are more important. So that is ell the more reason 
why we have to make good, because this is one front ~ere 
we can ' t bluff the people, we can't fool then. They know; 
and if we fail here, nothing would be such a boon or 
assistance to the A.xis aa the United States Treasury 
tailing. 

After all, we are not only financing ourselves1 
gentlemen, but we are financing practically the ent1re 
United Na tiona . 

Now I personally will give Mr . Robbins ~rom now 
until this drive is over the maximum of my t1me • . He 
has first call on my time. I will have lo~s of 1deas. 
I wi ll be annoying him, suggesting this th1ng and that 
thing, and so forth, and eo on, but just saying we will 
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cooperate isn't enough . We have to be aggressive , We 
have to go two- thirds of the way to meet him. 

If somethin~ is going wrong, because we are ol d-timers 
and we know it f1rat , we have to take the ini t iative and 
bring it to his attention. Where we can lick the things 
without bothering him, so much the better . Your (Graves') 
organization at present is confused anihas its tail down 
under its legs on account of all this discussion; and 
they don't know where they are going. Just as soon as 
it is humanly possible you have to get them on their feet, .• 
raring to go and with thei r tongues hanging out, finding 
out what they can do to make this drive a success. As 
I eay, everybody should make it just as easy for everybody 
else as possi ble. Let ' s for heaven's sake forget that 
one person belongs to an organization of one name and one 
belongs to another . ffe all belong to the Uni ted States; 
we are all Americans, all out to beat tbe Axis. That is 
our job. 

As far as I am concerned, I have made my decision, 
It is for better or worse. I think it is on the plus 
aide . If this War Savings crowd with its thirteen 
hundred employees and their several hundred thousand 
volunteers now are going to get enthusiastically back 
of thi s it is a real contribution. 

A.!R. ROBSINS: All right , l et' e go to work. 

H. W.JR: Let's go to work. 
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Maroh 4, ~48 

K.aorandum of Agre .. ent ot TtntatiTt Operating Plan -
Rtadquarttrt Organiaation 

1. Mr. Grana will continue to operate in direct contact 
with a .. bera of tht War SaTing• orgenlaation on all ~ttere of 
current operation which are not epeoitio part of the April c.._ 
paign. On matttre pertaininf to the caapaign, Kr, GraTta will 
aee to it that no polic7 dto tiona or tptci !io inttructione are 
i ssued until proper clearance hat bttn aadt with the Preeident 
of t he Federal Raaer'fl District concerned, 

~91 

2. Kr. Buffington will continue to operate directly with the 
Eucutln Kenagtre or the Pr11ident of the Federal Reserve Banke 
on all aattert relatin& to the Victory Fund activitr. Hie authcrit7 
to continue operation• it clttr on tll aattere txcept tbote in­
volving &~jor polic7 which thould be cleared wi th WKR prior to 
action. 

S. Both M111rt. Gran• and Buffington will not onlT clttr 
aattere of polio7 with .wR but will take whatever etepe ere 
neceaeary to kttp bit office info~ed during the tranaltion 
period, 

4, Kt81rt. Grant and Bu!tinston will olttr back and forth 
between th .. ttlTtl to prtoluda contution or conflict or optrating 
inetructiont between iathington and the Federal Raeerve Banke 
Preeidentt' o!!ict. 

$. •1 will, at tll tla11, lcttp both Mtaere. Grana and 
&iftincton 1nt1aatal1 addttd on aey dtchiont aadt or inttrunllOiltJ 
ittUtd !roa hie o!!lct direct to the Federal Rteerve Btnkt 
Prttldanta• office. 

6, All ptreona in the Btadguartere 
field, either ptreonall7 or b7 

corrt or ahould exercitt particular care at thil 
tlaa to aakt no dtaltle~~e w1 th &.113 a•ber of either orp.nhatlon 
which ahould be raferr.a to tht Federal Rattl'Yt Pretident !or 
handling. In antral, aattue of thil nature will be concerned 
with (a) all tfe actlTltiee of the Viotorr lund CGIAittet relat1Ta 
to the Vlotor1 DrlTt aDd (b) epaoial actiTitlat of the Aar SaTia&l 
Ca.aittea relatiTa to the flctor7 DrlTa. A good rule -- when 1A 
doubt, olaer with the Federal Reeel'Yt Preeidant. 
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Maroh 16, 19~3 
2:51 p.a. 

HKJr: Hello. 

Roy Blough: '!'hie 11 Ro:r Blough. 

HMJr: You don't mean it. 

8: 

8: 

IIMJr: 

8: 

I!Y.Jr: 

!!: 

I!Y.Jr: 

B: 

I!Y.Jr: 

8: 

IIMJr: 

B: 

I!Y.Jr: 

B: 

l!l!Jr: 

(laughs) I'm sorry, I vae on the other phone. 
Mr. Paul vanted to olear vi th you or oheok vith 
you on a matter the Committee ie ooneidering, 
na mely, t o allow exolueion ot $},500 income t or 
eervioe pay ot peofle in the armed t orcee. In 
other vorda, a man 1 aervioe pay vould be not 
i ncluded in hie income t or t ax purposes, up to 
$}, ;oo. 

No , I - I'• no t t or that. Hello? But I'll tell 
you vhat I am t or. Hello? 

Yea. 

And I can't get an;rwhere vith you people, but I 
vhh you vould tell the Committee. I bel ieve that 
a man or woman in the armed eervioes who was - who 
died in battle - aee? 

Yes. 

Hello? 

Yea. I get it. 

That their tamUy should not hau t o pay any i ncome 
tax that year. 

Yeah. Uh huh. 

And I wi~ you'd tell them eo. 

All right. 

But I'm not t or the other. 

You're not t or the other? 

No. An:r man or woman who died in battle, their tamily 
should not have to pay the reeidue or their tax. 

On the year in vhloh he diedt 

Yeah. Vell , or couree- i t'• - well, I- I would 
ea,:r thle, that I would oanoel an:r taxes that he own. 

• • • 
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8: Yeah. Uh huh. Uh huh. An7 income tax. 

HMJr: An7 inco11e tax that he owea ehould be canceled. 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

8: 

IIMJr: 

8: 

HMJr: 

8: 

HMJr: 

B: 

Yeah. 

Now, I'd really like the Committee to know where 
I stand on thie. 

Well, I ' ll tell Mr. Paul that. 

Yeah. 

Thanks. 

Sullivan's against me on that, bu t I - I - I'm 
definitely t or it. 

Uh huh. 

I mean, you take a man t or inetanoe that went in 
the army thia year or laet year, and be'e killed .... 

Yee. 

.... and the whole thing talls on hie talllly, and I 
think it'e terrible. 

That ie you'd - you would t orgive the tax whether 
it wae on inoo11e outside or inside or any place. 

I'd just - anything that be owes the GovernMent when 
that man dies 1n battle . 

Yeah. 

Not it he diee in bed troll the chicken pox. 

Yeah, uh huh. 

But it he diee tram- from- in ac tion .... 

Yee • 

•••. that the taxee that he owes the Government are 
canceled. 

Yeah. All right, I'll pall that &long. 

OkaJ. 

Thank JOU, 

, 
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HMJr: 

Lord 
llal1tax: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

IOIJr: 

H: 

IOIJr: 

H: 

HMJr: 

11: 

HMJr: 

Hello. 

Hello. I e that Morgenthaut 

Yea. 

This is Halifax. 

Yea. 

llerch 16, 1943 
}: 19 p ••• 

So sorry to bother you after - after ve said 
goodbye to you after your good lunch. 

Didn 1 t the stravberr1ee agreet 

(Laughs) They vera all right, yea. 

(Laughs) I see. 

Look here, I vaa telephoning to you tor 
Anthony Eden, vbo 1 d had to go orr. 

Yea. 

But the moment he dropped back here, be round 
a telegram from the people in London ..•• 

Yea • 

•.•• about our old friend, the rate or the 
French tranc in North and Vest Africa. 

Oh, my ! 

You knov. 

Yea, I thought the Preeident eettled that. 

Well, I wanted to tell you. 

Yea. 
The President , ae you knov, some time ago 
eent a telegram to Vineton .••• 

Yee. 

?94 
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H: 

IIMJr: 

H: 

IIMJr: 

R: 

Hl!Jr: 

H: 

IIMJr: 

R: 

IIMJr: 

H: 

IIMJr: 

H: 

IIMJr: 

R: 

IIMJr: 

- 2 -

•••• to tell h1a to get 1 t se ttled vi th the Free 
French and to get thea to pull their rate up 
to two hundred, ae the o ther people had pulled 
dovn troa three hundred to tvo hundred. 

Yee. 

And thia ia a l ong thing from him to say that 
he ' e railed ••.• 

Oh. 

•• • • that he's done hie beat. 

Oh. 

Well nov, vhat I van t ed t o aek you waa vould 
the President really vieh to be tr oubl ed with 
that' Beoauee it' ao, I euppoee Eden could apeak 
to him vhen hele seeing him again tomorrow, or, 
it' the President didn't viah to be troubled with 
it and it' you were the unfortunate person to be 
troubled vith it, I vondered whether eome time­
whether I- I might paea the P.M.'s t elegram 
along to Phillips and tell him to ooae and - and 
have a talk vith you at your convenience . Eden 
ia bunged up today and toaorrov, a nd then goes 
up to Mev York. 

Well, ia he going t o eee the President t oaorro"' 

Seeing hi• to110rrov. 

Well, I think he better aek h1a , i n the first 
i nstance .••• 

Yea • 

•••• end then it' t he President eeid, •well, take 
that up with Henry• •••. 

Then paae it along. 

'l'hen pan it along. 

nighto. I'll t ell him to eound the President 
t'irat . 

I think ao. 
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H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

- 3 -

Right. Right. That'• all I wanted to know. 
Thank JOU 8 0 1111Gb. 

Thank )'OU. 

Again , man)' thanke r or )'OUr good lunoh. 

Well, we- I enjo7ed 1t. I .... 

(Laugh e) 

.... I'• aorr7 1t •••• 

Well, we w111 ••.• 

We - we see each other eo eeldoa. 

Well , we'll all meet again. 

Right. 

Goodb)'e. Thank you ao much. 
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HMJr: 

Operator: 

Randol ph 
Paul: 

HMJr: 

P: 

HMJr: 

P: 

H>IJr: 

P: 

H>IJr: 

P: 

HMJr: 

P: 

IDIJr: 

P: 

HMJr: 

HellO. 

Go ahead. 

Hello. 

Yeah. 

!Carob 16, 1943 
5:13 p ••• 

Yeah, th1a 1a Randolph. 

M)" God! You aound - are :rou a a dead aa :rou 
aoundt 

Well, ve had a - no, I ' m - I'm pretty good, but 
ve had a terribly snappy aeaaion. I dldn 1 t 
know whether ;rou wanted me to oo•e i n and tell 
:rou about it, or •••• 

Well, I do, but I juat got a man here nov , a 
•er:r important man, and then I got a couple 
ot fellowa aoroaa the hall in the Chart Ro om. 

Well • ... 

And I'll - I'll - be abou-t five or ten minutes. 

Well , do ;rou want to oall •et 

I'll oall. ••. 

Will ;rou let me knov , a nd I'll - I would like to 
oome in a nd t ell ;rou about i t if ;rou •••• 

I 1d like to hear about it. 

Oka,y . 

Right. 

2S7 
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llllo.rcb 1.6, 194J 

~etinc of Cab1net Group SuboOIIIOittM 011 
Doll.&r Poeitioo of tlnit.cl Hatiooe 

In Kr. Wh1 ta '• Office 
llllo.rcb 1.6, 1943 

12100 110011 

Pre1111ta lloure. Acb~eon and Feie of State Depart..,nt 
llossre. ICI'Ioll.&nbel'l and Cox of and-I.eaee 
Kr. eoe of B.B.w. 
Kr. Netf of War DepertMnt 
Kr. llbite, 111ss fiatler 1114 M!.ee h'ielean of 

'l're&elll')' Department 

298 ... 

The problem of the repayment of the British R.F.C. loan wae the firet 
topic of dhcueeiOil . It wu cleciclecl that 1t woulcl be bacl policy to hive tbe 
loan .. paid 10 long u leocl.-llue usiltance 11 aheable. 11r. llhite read a 

letter !roa l!r. Cnolllnbel'l etating that lolr. Cox 1114 lolr. SteU1niWI tb1nk 
repayment woulcl have seriou.a repercuuicns in Congress in coMecticn 111 tb 
Lend-Lease 1,ppropr1&t1one . llr. Acheson acreecl, and pointecl out, tbet repay­
•nt woulcl raiee the question ae to whether or not the Br1tiob ohoulcl liqt~id&te 
tho aecuritiee . Kr. Nett wae to infore lolr. 1\'hite of tbe War Depart..nt•e 
attitude attar dieeuesi:ng the .. tter with Kr. Patterson. llr. White oaid he 

would 1nfona the Secret&r7 u eoon u hi board tra Kr. Notf. 

the problea of the ll!Ut.cl fi.D&d<a'• cold and doll.&r balance• .... t.b• 

conoidlrecl, Accordine to tbe leteot report, Br1t1eb belancea _..tee! to 
$1,080 111llion on hbrca.ry :n, 1943. Thia ficure, however, did not take accoont 
ot ~ 1111llion ot reeiaterecl 1terling held tiT u.s . reaiclento and oonYortiblo 
into clcl.l&re on de.ncl 1114 $190 aillion of eterlin£ carrying epacitic rilht& 
of coovereion into cold. Kr. libite oxpllinecl the nature of tbeee ~cl 111-
bilitiee, pointin& out the 111d.larity bo-n thl reeiaterecl aterlinc acc OIIIlte 
1114 the print& Britiab belanceo in tbia COWitJ7 wbicb are not ooontacl aa part 
of Britain'• anileble cloll.&r reaources. n>ere was conaide rebll diocullion 
concemin& the appropriate treatooent ot these Uabilitiu tor purpooe1 of ia­

pleMnting thl policy on Britain'• dollar exchange reeerYe. No clecieion _. 
noacblcl, 

A n1111bor ot ""Cgeltione were ...,_, tor reclucing Br1 tain'e current u.s. 
clcll.&r receipta. Aaonc t~ a rea 

(1) 
(2) 

Lilli. tation of lancl.-leue uaietance to star line Area cOWitriu; 
The extenaion of reoiproc>U aiel to include 
(a ) Public purohUel ot TaW aateriall, 
(b) AlW:I aD4 Na'f'Y purohllll witbin tha Sterling Area, 

(c) P~ tor troope abroad, 
(d) Certain ill;>ortl now being aada on ~rinta accoomt . 

, 
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Dl.'r111on ot llaDet&r7 
Resea:ch 

n wae aleo eu.ggeatecl tbat title to Br:I.Uah etoclcpilein the l!l11tt<l 
s tet•• o! ouch things aa 11001 cd di•OI>da and to Br:l.tilh intereste in war 
plante looatt<l in tbie count%')" aicht be tranatorred. to the U.s. Gon:miDOllt . 

Tlith reference to the excluaion ot certain it ... tro11 lon<l-leaee, 11r. Cox 
telt that ouch & proced.ure would. be too inflexl.ble. llr. ICncllenberg on the 
other hand, raioed. the poeaibili ty of tollowinc tbl eue polic7 with' tbe 
Unitt<! Kined.om that we are uing with the Ul11on ot South .l!rlca; that 11, to 
extend. caly ae auch lend-lease a ssiatance aa il coJIIP&tible with a $l billion 
balance. 11r. Feia pointed. out that it would. be rel&tinl7 easy to re!Uie to aport 
sU&:h things ae tobacco UDder ere<l1t lend-leaee . 

1ihUa llr. Cox telt tbat it would. be mre di!tJ.cult to obtain rew uter1ala 
troa t be on1 ted. lt1Dgdoa ae reciprocal aid. than 1 t would. be to re.t:Uae to load.-laaae 
certain iteae, bl t.boucht auch reciprocal aid. would. han crut political YU... 
He •~~U••tt<l that petbape a proeed.ure could. be utebliehecl to aend tbe British 
the bill in dollarl tor the goode purcb&aed aa 11 done by t~ u.y otficero 1D 
the tl.eld. 11r. Coe pointed. out that on a n1111ber ot ind.i'fidual cootracta the 
Br1ti1h aight object to t.akin& them onr because or wry hich prices contracted 
tor by tb1a Oon11111111nt, 

It wee agreed that the pl&cin& of Navy and Arrey purchaeeo abroad under 
reciprocal lend.-leaee WoUld llalce o~ a small contribution to the r&GUired re­
duction in Britiah dollar receipte, It was the coneeneua o! opinion that out­
ri&ht payaent ot our t roope by a foreign go'fl,.,..nt would be an 1mdeeirable 
poliO)'t 

It ,.. •uueotad that a 80lut1on to the proct<lural problal lligbt be 
found 1n tho Br1 t.iah Oo'fe...-nt MttiDC uP a 1UnCI ot atarl1nC tor the use ot 
tbe u.s. Oow11111111nt. '!'be fluid would be dr&Wl on for a l!ll&b&r ot war porpo••• 
1ncl11d1nc perbapo tha pa7 of the troop&. Ill'· Wbita thou&bt tbat <lle c11!tl.oult7 
or haDdJ.i.n& tho proble by ae&NI ot a •tarliDC fund _, that thia •tllod 11 apt 
to arouee aore oppoa1t1on on the part o! tbe Britilh than other procodnrel 11bich 
ldcht be wonced. 011t. rt woul.d haft the great diladY&ntaca o! aall:in& the purpose 
ot the propoaal Yet')" ol&ar. 11r. cox telt that the aueceaa o! ouch a •thod would 
depend on tbl lc1nd md eiM ot the fluid. He agreed that a fund aa large ae tbe 
proceed& of Br:l.tiah aalo ot lend-laue food would probebl7 111et witb oppoeition. 
He al eo ra1aecl the probl- or the diepoaition ot the balance rell01n1ng at the 
end. ot tbl "ar. Another diaadY&ntlge ot th1a procedure would. be that it would 
tiiiPhaaisa the dollar aien in lend.-leaee. 

There wa1 conoid&rahle discussion ot tb& agnitude ot the acti on which 
would be~ to be tum to keep t he Bri tiah ba].a.ooee within the ,..,go decided 
upon. 11r. coe pointt<l out that the Britieh utillt.ta ot U.s. dollar reoeipta 
!rom Dlptre axporte to tbl lll11tecl Statea 1• 1;360 lldll1on per 1fllr· llr. Cox 
euegeatt<l that a brealaiown ot tb1a figure, ae well ae ot u.s. Oovemaent ex.­
p&ndituree in tha Starlin& vee tor all porpoell, ~ be a prerequieita to 
the detarain&t.ion o! which i .t an)' o! theae ~nta could be po.t under reciprocal 
11Dd.-1eue, 

• • .. 
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llr. l'lhi te lj!reed that this would be desirable and praaiaed to aee what 
data were uailable. llr. Coe pointed out that Br1 tiah.....,ticipated crosa dollar 
receipta of the Britiah Empire for the tiret quarter of the 18ar are $295 
adlllon . ~[r. White ~rked that thio would indicate a desired reduction 1n 
dollar acc1111114t1cne of from $500-$?00 million annually, 

liJ', 1\hite indicated two ~te tha Bl'itiah might uae againat reduction 
ot their net doller receipts: F.Lratl;y, that their balanc'es do not exceed fl 
bl.lllon because of the $230 million ot demand cold and dollar liabilitiea bdd 
againat their doller aaoeta; and, aecondl;y, that no allowance bad been ll&d.e for 
their increuinc sterling liabilities. llr. llh1te also inaiated that it •uuree 
wore to be taken to reduce Brl ti.sh balancea b7 110re tb&D $50 or $100 111llion a 
year, it would be necessa ry to have the appro<ral ot the Cabinet and the Preeid«~t,' 
and that the ugnitude or the reduction 8l8t be JUde clear to t.bn. 

l.tr. White then reviewed the atepe to be tak«1 in cor.nection with Canada'• 
balancee . lie aaid that a letter atatinc that Canada's belances were exeoaain 
would be written to tha Joint war Production C<lGIIittoe and that the letter 
would be sent aroUDd to be initialled, 
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ttnd.in£ ...o.U.<trs on Dollar Position ot Lend-Lca.::e Countries 

The o!ticial gold aDd U.s. dollar reserve o! both Canada and the 
United Kingdom are l,.704;80 million higher than t he maXimum decided upon 
uc reasonQble tor these tlto countries . The outlook is !or a cont inued 
rise 1n t hose holdings unless delibera te action is taken to interrupt 
the trend . 

1. The United Kingd~m 

f.:; of FebX'W!r;; 27, 1943, the British Covemcent l'.eld $1,080 million 
of FOld and u.s. dollars, excl\l$ive ot the .,.105 cillion of llelgian gold, 
as !ollo'r•s : (In llillions) 

Gold •• . 0 •••• 0 •••• 0 • • • • • • • • • "' 911 
u.s . dollar balances ....... ~ 

'!"ota.l. ............ .... ... ,;1 ,000 

101 

T'nis reprtwents a rise of , •150 million oince Januar,y l , 1943· The 
rise hac occurred des;>ite the trano!er oJ: over ;.160 mill~on of u. s . dollars 
to Cnnada dur ing this pel'iod . The increment is noro than accounted for 
by an 1ncn.ase in '-'ritish bOld holdint s wh.ich l n tum , resur.obly renocts 
the reooi,.t oJ: South African gold undor 4 spocl al gold tran"fer providi~ 
for repotriat1on of I,40 mil lion of U .K . -hold South African securitios . 

'£he Br1 tish balances are thus $60 million ldcher than the maxi= 
t11:ure asreed ujlOn 1n the report to t •. o ~resident anci unl•ss steps are 
takon to 1nt<lrrupt tile current trend, they are oxpeeted t o increase by 
roughly ,lJO million ,.er quarter durin8 the rem&incier of 191.3 or t o about 
' l.S billion on Dece::ber )1, 19/.3. 

There 101-e t hr<.e problor.s eoncemin& t he British dolhr >OSition • llicll 
should receive the i.llloediE.te attention of the I nterdepartz:>ental Co:c:tl.t tee . 
They are 

a . Treatment of Britain 'S gold ana do lor decanci liabilities. 

The British claim that non- residents hold ~190 million of 
st<lrlin& carry>.n& specific rithts of conversion int o gold and C47 
mi.' lion of regis t e red sterlinG convertible i nto dollars on ~e=d. 
They ousert t hat these liabiliti~s "'" 11 o;:.ec1t1c claim on · 2'n 
million of GOld and dollars and accordingly ouot be deducted froo 
their current hol dines t o a l·ri ve D.t a !isure ohordnc t~.eir ava.11-

D.blo sold apd dollar reserve. 
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This s uel!estion was first l!lllde by the Br1 tiah in Janua rv or 
thio year. It is logically the tirat item to l:e considered . · 

FJ.rst, the amount of these dellllllld liabilities are almost certain 
t o increase . Secondly , whether or not Britain • s current balances 
exceed the maximum decided upon depends on the decision g1 ven to 
thio qucetion . 

b . Acceleration of l!eea;ypent of t ho Lo!n Received by the British 
!'rom t he R. F .C. 

The British have asked it there is any objection to tbeir repay­
....,t ot the $~ million still out standins on the loan extended by 
the R. F .c . last SU!II:II8r . A total ot tm 111111on has been r eceived 
by the British from the R. F. c . , ot wbicb $)0 lllilllon bas l:een repaid . 
The terma or the agreement provicle tor repa)'llll!.nt of the loan ove r a 
period or ttLteen years. 

At the meeting on lfarch 2, 191.), tho Intordepa rmental Colt1111ttoe 
was unanimoue that, if ilmedia t e repayment io agreed to , the amount 
expended for this purpose 'IIOUld have to be considered a s part of 
Britain •s available gol d and dollar reserve . The decision as to 
whether or not to recoL._nd repayment was held over pending further 
study of the possible adverse poll tical repercussions in this country • 

(A review of the R. F.C. Loan to tho Dritiah Oover~Ul>!nt is appended) . 

2 . C<lnada•a u.s. Dollar Position . 

The canadian Qovemrent •a gold <1nd o.s. dollar reserve bas incre&eed 
$100 1111111on since the tum of the )'ll&r or to About .y.:;.o cii::J.on • T"nia 
io $?0 llillion o:>re than the $350 :oil lion ~~;~a)er 11111t a;reed upon for 
Canada•o u.s. dollar exchange res erve. According to the latest ir.!on:>aticn 
"" han receiwd Canada ' s reserve i a ex.,.ctod to riSe to about $490 1111111on 
on June 30, 1943: or to a nsure ~ lllillion higher than the lU\Xi= de­

cided upon . 

a. Steps Taken to Imj>lement tho Dec1•ion on Canada. 

We have informed l!r . Currie o t the ourrent si tuation and outlook 
and have discussed vd th hlJn t he procedure ho wiebos us to follow 
in this matter. The Tre&Sury has also r.:lquestod the l.atost infonoa­
t ion from the Canadian Oovemmont on their gold and dollar posit ion . 
Dr . Clui<e 1s ex;.ected in l~&ahinston shortly and is believed to be 

bringing the information with him . 

. .. 
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b . Proposed Maritim Commicsicn Contract t or lj200 !.j.llion of Shipg. 

~03 

The 1.\aritime Commission has under ccnaideraticn a contract fer 
$200 million of ships , of which ClOO million a re o! the Liberty type 
and are to be used by t he United Statee and $100 million are for 
J.end-loaaing to the United Kingdom. It is our understanding t hat the 
Laritiln<l Co!IOl'J.ssion "i'lauld be perfectly willing to have these ships 
sold directly to the United Kinl:dc:n . 

It aeeliiS to us that the question of whether or l'lOt the United 
States Oove"mlllent s hould sign tho contract t or these ships 1s a 
utter tor llr. Charles E . 111laon of the Joint liar Production Ccxanittee •• 
and his colleagues to decide. The Treasury will infom him of the need 
to r acti<>n and the est imated aJIOunt by which C&nada ' s dollar receipts 
will have to be curtailed aa soon aa up-to-date information 1s re-
ce·i ved tram tho ca. ... adian Government . 

) . Othe r Lend- Lease Countries . 

'fho current s tatus o! Treasury requests tor financial intonoation from 
tho var"lous lend- lease countries is shown in the second attachll>lnt. 

At t.ac h=en ta • 

, 
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.... 26, 194) 

IIUa 11a\ler 

1 . A balaoa o f allout •)60 ailUcn 1a U U1 o.lld b)' the Brit.S..h aow ..... n 
to the R.r.c. 011 \ba loan allthor1MCl 1JI .llalJI 1941, • 

To\al _, J~C• \o tbe 1111.\l.eb 0..."-11\ 
bJ a.r.c. ea \be loan......... ... .... ........... t 390 alllJon 

DIMSae\ \be --" NP!Iicl1 alaoa' • • • • • • • • • • • • • • • • • • • -!L. • 
llt.luloo ct. rn. tba llr1 \1eb _ ,_, \o 

•• 
' 

a.r.c •••••••••••• •••••••••• ••• •••••••••••••• •••• t )60 • 

2, .. ~, of Vie balaoo ot \lie loan owlAI ro1- 5,00 aillion ot 
llriUeb ,...,. mao\o 'lillie ~~a ... liMD ~ 111 t.1> t ba l! .r.c . .. ool.IAt.eral .,.1,., 
\be~. !MM -t.e ...... ,.u... 

' . u.s. eeoGrl\1 ............ .... ........ ... ... . . . .... t 20' ~llioa 

01...-' in..."-.\ 1ll thl ~ .... eu t.... •. .... . ... 29S • 

I ll acld1Uoa, 1\ w01114 roleua aliCI Mica awlabla \o tM Br1Uah Oow,_..t tbo 
tam1Jict of Ulai\M S\atoa bnnobeo of 1!111\hh 1nou......,o -..r>i• with ,., aaeot.e 
•"" t.a00 ailUon. !be 01ndnp of \hoM '--hot a re aaa1Focl to tM R.P.C, 
\a .. r\1 .. \be lou. 

). n. llriu.A ao ... .......,, uuaa- that relmla~ \lan'OJh "- 194), \boir 
aol4 ud ..U.r "'•=• 11111 1DOroeao a bout Sl90 aillion or r..... about t992 ailUoa 
on ~ )11 to U,J.IO .UUon on ,_.. )0, 

Ri pe;; \ llotoro 1-. )0 of \be bo.lanoo duol \o t.l>l R., .c, •ul4 .,.. \b~. 
wipe 0\1\ W. apeeW 1DOrouo. On t.1>1 halia or the Bri\1111 neu- . U wo .... 
loon \be Jlri\ia~ 10u aliCI dolllr bol41npo on ~ )0, 191.), t.e tGO 
lllll t oa or &M\ 11'110 .UUon 1aaa \ban on .,._..,. .)1, 
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Chairmen Daughton ' s original income tax payment plan 

Cha1rm8n Doughton 1 & original pnyment pl an nr·ovides 
current collecti on at source from wages and salaries a t 
rnteo sufficient to pay til£ normal tc.x and basic 13 percent 
surtax . The remaining tax wo11l el 'be collected currently i n 
ounrterly i ns t allmen t s . The tax on 19~2 incomes >~ould be 
a t 191ll rntee anli exell'ptione , c~tnoelling tne balance or the 
19Q2 tax. The 19q.2 lio.b1lit1en •<ould be collecteli over a 
t•t? or three year period . 

1 . Collect1on-2t-scu~ce on wagte end eP1Er1ee w~uld 
>oeg1n on J t•l:r l , 1ow::, a t t rAte ournc: ent t~ : ..>\"t l ba~1c 
liability o! 6 percent nor mal tUA end 13 percent surtax. 
7r.oee ~ith income from other souroee and With incomes from 
we~co and salaries subject to a hign~r (than 13~) surtax 
r a te would orke full quarterly pey~~nte on their current 
income wlth final settlement &t t he end of t~c year. 
I nstollments paid in l:;~lj.3 would be cred1tel1 t o 191~; 11sb1l­
i t ies (unlie r one version) . 

2 . The .lifference oetween tax lis t>i.Li ties on 1~1~2 
income under the 19~2 rates and oxemptiona and the 19~1 
rates end 1-xemotions woul d be cancelled. linC.er Mr. Douent on ' £ 
pl~n t he unpaid 19q.2 liabilities would be paid over two or 
thr ee years . 

Hr . J ere Cooper suggested that the above plan be 
modif\~d as follow s: 

1 . That t~e liabi l ity on 1S42 i~come re%~n1ng arter 
the cancellation suggested b~ Mr . Dou·hton be spread over 
s five-year perioli; and 

2 . That tne prepayment or t hese l 9lj.2 liabilities be 
encouraged by discounts ransing from 10 percent if oei d 
by March 15 , 19lj.lj. , to 2 percent i f paid by Harch 15 , l9~S . 

Maroh 16 , 19~3 
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T't~ poy:nen t plan proposed by Congre s c:nan Robe1• tpon oro­
\'~<lea c•n:•rent col l ect1on or th~ no r mal tax anJ baslc 13 pe1·­
cer.t surtax tnrou!!n withhold! n:J a t s ource from o:age 6 and 
aol~ri~o anJ throuE,h qt;nrterly etatem,.nto from other ~nee..•~ . 
" "' n ... rln ' .,e.. tv :>. woul c\ be pt>i"i 1n the follo•anc; ear 1n 
;. .. e &l\11.~ :111 rmer cs the '!:Come tax 1s ~ollect~(. undt~r ~>:i st­
~·. l a'" , The normal. anJ bnslc surtax for 1:1'l-2 woul d be 
~oncc~le~ to fac111 tate trane1t l on to the pl an without 
J.:ubl1ns up payments. (•;nJ er" .. .;1 1d cr~1on of tre plc.n , 
•. • ;>ro~caecl by l ir . itotertson , . •¥.' -;ere 1 ... uld i.e .;iven a 
... l. . .~.:.our·.. :-?r volu.r. ~F!<.l.t' '.:eeC;ml :'1£ currf"., t alco on the 
i;rlcr • c..'...o\·c the rorc£1 t,ae1~ 3:.::-tcA. ) 

1 . :'~~ plnr. wculi d!. v1C.t !. ~ ·!. vlcl\.Oel \ncoc:~ tnx 11ab1l­
t~l~q •nto two pert&, the grec: t~~ oay~~lc currently£~~ 
t~t .rc ... n1n0et• pnysble .: t~--.~ yerr !ollo~ :r.~ ~1:~ :.·.:-ct1 ... :;! 
:.e~oo ..... Je , The c ... o·1nt pai.i cuPrent:ly \\'Onl.llc. E' 11 baslc :i!x 11 

;;r lj percent (the G ;>ercent nor~.n1 .ux plu~ tl'e surtax at 
the !'1rot bracket rate of 1;. ;.erc11nt) on nll ta:>.r. :C o lncor..e . 

2 . The beP1o tax 1~o uld be pvy•ble ct· .·~1 ~l :t t;· collrc­
t ~.Jn-t '" -oource 1n ~he ecce or . .ra~ce arJ ee l r • ! G r .JC. t!o 
-.•Erterly payment& occompcn:,rln~ sitt.jld qutu·tcl•l :• Jnccme 
otr~tl!cento 1n tt.c ce.se C- u~""e.t• ~Ji·es ';.~!" lrcon.e . 7!:e basic 
i>x or. 1;>4-: inllv1du!>l lncome woulu be csnct:tt.:. . 1!:1e 
:)Ul~ P\'J1J. G.cubl 1nt,. ~!> o't payner:, . l'ht.~ ,r .. ·-; :!' the first 

t>.o 194' <;uarte:-ly »9-Yillt.Ot s (on 1:;" ~ :r..;; --tt !, corre eron: lnc. 
to ~" ~ae1c tax of l J' rercent 1 w~~·l, 1 

.. c :real tee. as=.1ns 
lJ!t.> 1 1ab111t1eo . Collec. t.ior..-c·-&cnr"~e ::.: e rate eu~~!~!. f'"n t 
:.:, collect the l:as lc t~:c on · .. .l~t'e er.:\ eolPt !e c •.iovl .. !.e3in 
on JJly 1 , 1<]'13 · i'wo corre£pontl1ng qu~rterly ll"i':"~n>.s for 
~ncom~ not subject to collectlon-Pt-aour~· would ~e ~de 
during the cecond ral! of 1?43 . 

J. The bal £nce c~ ~ho tax above t~< 1:,~•1c tax would 
be p&lnble in the yeor follow1n~ recei~t or •nc~me ns un~er 
e A1st1 n£l l aw, 

1~ . A modification of t he pl an , which t<as ~1scussed 
'r'1 t.h the Suboomml t t ee , would i nvolve blvint; n dl ecount or 
1:> poroent fer prorrpt and full prym~~t of the tolanoe eboveo 
t~r l:crtc tsx to taxpayers ;•ho ma<.l~ .• tll paym•nt on !·larch l, 
rnd agreed to keep fully current thereafter . Th~~opt1on • 
coul d 'be exercised 1n March of any one yenr s~~ .... e d1e~~~n· 
would tc ~ppll ed to the t~lGnc~ £bove the tae. - t&7. on ' · 
1~c·_, o: tr.e -rreced1r.& l'~ar . 

.,07 
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The J&ye and Means Committee income tax paymen t plan 

The ~/aye and Means C:>clf1 tt~e 1 s plen ~:rov1des collect1on­
at-so~rce on wagee and salaries, to be credited agai nst tax 
liability on the preceding year' s income . The p resent cethod 
of pa~ing t he tax liability on th~ precedi ng year ' s income l n 
fOUl' i nstallments would be retained. Voluntary prepayment 
would be encouraeed by sm~ll disoounte . 

1 . Collection- a t -source on wages and snlarie~ 'wo~d 
cegin July l, 19~3, at a 20 percent rate . Thie rate wo~ld 
eover the Victory tax, t he 6 percent nor~al income tax; and 
cte surtax at the first bracket rate of 13 percent after 
e llowance for exemptions and averabe deductions. The ~:>unte 
collect~~-Pt-source would be creditei against the income tax 
11ab1li ty or the J>receding year, and any balences remainJ,ns, 
~ZPinst the liebility of the current year. 

2 . Taxpayers wi th income o t her than wagee Pnd sal artea , 
and taxpayers with wages and eslRries subject to hi~her 
(then 13%) surtax r ates , would continue to pay the t ax on 
the p reoedin£ year ' s 1nc0me tn four querterly instglloents as 
under present law . Taxpaye rs "ould be all<'wed. to offset 
against such quarterl y installment~ , amounts eet1:oate~ to 
have t.~en curr~rtly collected- at-source from >rages ana 
eal&rles. 

3· The J>lan involves no forgiveness of taxe£ . How~ver , 
to encourage texpayers to become more current , taxpayers 
would be allowed a di sco~nt for voluntar ilY payin~ ttelr 
taxeq currentl~; . After all prior year ' s 11ab111:1e£ t"!d 
been discharged taxpayers would be allowed d~ecounts , or 
~reoayment or t~ee on current year ' s income, rang1no froc 
4 percent on amounts pal:i 'before ltarch lS of the current year 
to 1 percent on ~ounts paid before Decembe~ 15 or the cur­
rent year . A similar discount of 2 percent would be allowed 
on amounts collected-at-source , to the extent that such 
a~ounts were used to discharge t he current year ' s tax l iabil­
ity rather than t ha t of the preceding year . 

March 15, 19~3 
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CCM!o!ENTS ON PAYMENT PLANS 

Chairman Dou~hton ' s original pl on 

J\oprox1mately 7 million taxppyero Nould b~ m~d.e fully 
or aubetontisl l y current throuth com"l~te forgiv eness of 
the1l' 1942 tAxes due to the f act thh.<. the 1941 exemotjonP 
were 'l l @;her truon the 191l-2 exem, t1one . The A"'CIUnt e cer:celled 
f~r the r er.a1n1ng ta~ayers woul~ te ~ lrrger ~ercentoge of 
tox ln the l ower br ackets than ln the .1e:her breckets , 
r! •':"~'"" t'l• rate -:>f tax cf'ncelled would i;e e;rHtPr ~l:ove 
'' , 110 ~~t \n~~~e than belo~ 'hat pot~t . Th1rt~-t~o x~ll1on 
·II •. :J : er~ would ha ve 191l-2 l!ob1l1 tlee spre~d over two ~r 
t.r~e .ear£ (flve years i n CPite ot : l'e Cno~er zo~1f1cat ~cn) , 
.. !~r ..-ould require se:J<i! l"t, b i lla l'nd c:e!l:ln collect~o:os 

ur.r.•l tneae Mount& were paid. TrX!)o;;ers 1: t:e top ?rr;ckets 
·:, 1~ have to p~r taxes anount1ne to more ther. 100 perce~~ 
~ - t h'l!r current !nco:n• !n the tren~!t1on ,·eorF t•hi le 19"2 
·~:.ta were beln0 11Qulciated . Tr.e ooourt or ta>: crncelled 
woulo. \;e aporoxlma t ely ~3 · 7 blllton out or ,flO billion . 

c,, ,, l."es•man Robertson 1 s plc.n 

t;early 90 percent ( approx1Jilatel y 39 mllllon 1n l ?'L3) 
Of 81.\ t8X08yers WC1•l:l 1;.~ u•rde f •tJ 1)' OUI rent Pnl! 99 ;>erc~nt 
at leas; three- fourths current . Undel' tt:e Fur•ested ::oil~f1-
cetlon , taxpayer& l'lot ude curren t cc-ttld. 1-econ:e cu .·rent t:: 
-·.,rci• 'n& the option e>t 1>t>y•nv up tee'~ ~t>xcs l~•G P. e:all 
C:\ 'C:>t:"lt . Unlesf' tt:e:' bece::~ current lr :~~ r .rar.!'l~r~ ~"'pr~x-
1 •. ntely 5 mllllon ta>.-payers t·oul d ra;; tt-c "l:es• c l:s-1-HJ 
on any vee r ' s 1nc~oe curr~~·lv t>nd tt:~ -Flqrc~ !~ ·~• 

~~llow1n~ year. For more than ~ m!lllon ~r :~ese ~t:e E=;un~ 
!>~j·a'-le i n the following yep r woulJ. ';e lea~ t~:c~ .,.~J · ;: · ·: 
a~o~·n t or tax cancelled ~<ould ' e ,.,.,nrorl'.ll ••l' ; 7 • . b1 L L , 
cut of ~10 billion , 

·.1•?s snd ~leans Commit tee clan 

This pl an would lmcrove ~r• rrea•nt ryst•m e1nce !t 
1ntr~duces oolleet1on at source ~or ttl~ inoor .. e tax. I t 
woul<'l not , however , be a pay- • e- you-:;o r lo.n l:t "·:L tut a~d 
very r..l nor s e nse "''lere 1'/0'Jld te nr tnx c~r.cello. •• en • 

• •· t ·-1· crs,..,~ not s•t'to-
:lO on~oroed d ou!:>lin'Z UJ: ot flPYm'"n s · • ~·· ; 1-, 1 1 .,. ~· •o 
·~c· ·o t• i n 191l-2 and be~lnn1n~ Lf e. • ~ ' J • ' t 
.. • "' "'~• c:~~ "'- fl ~ ,.. .. r .. ~l br' c t~~' 
r•celve \··t " '£ ani sal-- lea :·:~ thln t .. e rP -~ " · ~ -

o... .. • t'" ··• lllr.~· 'J"', • r.-- u ,; - J. ... ey-
l:,q]f\ te completely ovrren J "N.;. . ... .. .:" • .'~~ ·tr.:9 · 1 ... ,; .. ·,..., ,, 
.eo:"t:a . Ta~.-ryere e~uld bee--· ~ 1 ... c"'l · ,.,_ ·" · · "' - ··-· 

.,09 
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ty pnyl.,C three >·ears ' ta:tes (19~2 , 19~) ani 19'~'1) in t•o 
• ,.11 .•£ (l?~) rnd 1944) . The d1Pc~unt Pllow~d for other 
~~~--.~·; rs who pay curnnt1y amounts q;-prox1:nete1y to 
Jnterest 1\t ) percent per annum . Confus i on mny arlee 
toch•Ec r cme taxr>eyers w11.1 be pny \ne; currenn:r wh!le 
.• ct ta~t'y~rs t,ay the p reced1.,!" year ' s llnb11Hy. 

~ JO 
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!lew York Times Edi t or1alh "Pay-ae- you- go: 
Xes ::.nd No 11 , Marc 16, 1943 

Today 1 a New Yor k Times ed i torial , ae the 25 others 
?Ubllshe' s ince the f i r s t of the year , su~~orts the orln­
c1pl~ or the Ruml plan and in doing so makes inaccurate 
an6 i ncomplete statements o r the Trea&ur; ' o ~ositlon . I t 
~rkes no ment i on or the Treasury ' s ~Jor obJection: trP.t 
tr~ Ruml plt~ uould i n err~ct shift part of t~e ~ar t ax 
burden free ~he few at the up:-er- en.: of the i:JcoCle scale 
to th~ ctPn;; at the middle an!! the l ower enC. , end fr~:r1 ol d 
t~ new t~v,ayers . 

The pr incipal po~nta ot t!".e edi toria l , 101tt o~.:r 
co~~nte thereon, tolleY: 

1. " .. ; . unless the basic principle or the ?.uml 
pl an i s accepted, the achievement or pa~·-ae-you-go taxes 
th! s 'jern· will be 1J>poesible . A pay-s a- you- go pl£T car. , 
!r. fl'c t , \.oe achl eved only to th~ extent t hat the basic 
R\t nl principle is adopted ." 

Pny- as- you- g? can be achieved without can­
cell~tion . It is not imperative tha t pay- as- you- go 
be cor•ple te or that a l:e achieved 1 n full tl-.1 s 
•·ear . It can be achieved by doublinr up , wit!: post­
poneme nt of 1942 taxes where absolutely necesse ry. 
The t•eal i ssue in the controversy 1s not doubl1n& 
up versus cancellation . I t !S r~t.ner whe the r the 
additional revenue tha t we muPt hsve •~all be oc­
ta1ned (a) by firs t cancellin: & yePr ' e caxes anc 
then ra181ng rates, or (b) t:' speedln£ \.1:;> ~he col ­
l ection or taxes alrea~y 1mpo~ed so ttat t axes ~n 
two yee:- ' s 1nco:oe e.r e collected ln cr~ •·esr. 1'he 
latter method, lfith post;:>onernent to prevent extrea;e 
hardship would achieve oay- es- you- go >litt:out cpn­
cellation although not fully durl ns t he current year . 

2 . "The obJections tnat the Tres our y has ~rought 
agslnst the Ruml plan will not benr scrutiny . . he plar. 
l'T~uld not r educe by a dollar t he re venues of the Govern­
ment t his yea r . • 

The Treae'.1I'y bas not ar~ued t hat the R\L't.l 
plan would reduce current receipts . I n f1ecel 
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year 19~ , Treasury receipts would amount to $10 .1 · 
billi on under present law and to $11 . 6 bi llion 
under the Ruml plan . This increase is the reeult 
ot the rising level of i ncomes . However, the 
Treasury has s ta ted the obvi ous tact that it all 
t axes on i ncomes received in l9b2 are cancelled, 
the Government will eventually lose revenue . 

3. "The Treasur y con tende that the Ruml plan would be 
' infla tionary . 1 • • • • • This argument is clearly fallacious . • 

312 

The Treasury h8 e said t r.a t the Rum:!. plan would .• , 
tend to have an 1nflst1onar~ eff ect . T~se tax- • 
payers who L~ t aside r eserves for taxea out c~ trelr 
1942 incomes were in effect current by t h< end or 
19u2. They are no~ setting aside reserves for taxee 
on th~ir 19~3 incomes , I f 19~2 taxes are cencelled, 
t he reserves aveilaole tor the p&J'C'Ient ot those te;o:es 
would be freed for ependtng or ¥Rv i ng. In the upper 
breokete , the amoun t of funds released would be large, 
espec1~lly in r elation to income normally re~ain~ng 
af t er taxes . Under the inevitable stress of war , 
taxpayers would certainly spend more . 

~ . "The great mer i t of tne Ruml plan is that i t is 
simple, that 11. '"'ould put every tR.xpayer irnn:ediately on a 
pay-aG- you- go ~asit , a nd that it would treat every taxpayer 
alike , • 

The Ruml plan is simple only insofar as concerns 
forgiveness . Its operetion PS R. collection device 
would be extremely coo~lex . Taxes paid in eny one 
yeer would be de termined by incomes recetved during 
the two precedi ng years. Tcx payments i n 19un, !or 
example , would consist or P tentative tax based on 
1943 i ncome , to~eth~r ,..lth an adJustment r~r over­
payment or underosyment during 19~3 . In two- thirds 
ot the cases i ncDmes f l uctuate eubatantisl ly f r om 
year to year , In these oases, the adJustment requir ed 
under the Ruml plan would add to the complexi t ies of 
the income tax payment sys tem. 

Taxpayers ',nth stable incomes and tsl<J)aye;s 
&ubstant!ally All of wnoee tax l iabilitY is co-­
l eot ed-at-source would be on a p&y-a s-you- go basi s . 

\ 
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I n mos t of the casee this would b~ the result or 
collection- nt - source snd not or the Ruml plan. 

The Ruml plan \<ould bestow unequal benef1 t s 
on individuals and tnere rore can not be sai d t o 
• treat every taxpayer a like . 1 It 11ould bestow 
the greatest benefit on those beat able to pay 
and the smallest benefit on tnos~ le~st able to 
p~y . About 60 t&Xpayers with million- dollar 
incomes in 19~2 would each r eceive a benefit or 
at leaet ~S;A ,OOO . The benefit to a oerson with 
a $100,000 net income would be about ~64 ,000 ; to 
one with a $10,000 1Qcome, abcut $2, 150; and to 
o~e ~ith i2,000 , only $1~ . Those who had no 
1!\come i n 19~2 '"'ould receive no benefit at all . 
The velue or a person ' s income is tne amount reca in-
ing after tax . To treat everyone "alike" would seett 
t o mean increasing tnat amount proportionally. The 
forgiveness under the Ruml nlan increases the income 
after taxes more i n an e xtreme degre~ for the person 
with large income than for tne per a on w1 tn small income . 

5· "It has been p roposed 1:;: the TreAsury o.nd in Conf!ress 
tho.t , for example, only the f irst $2,000 of aurtax ne t income 
be ' forgiven ' - t het is, be put one pay-as- you- go baa1s. 
Thla is to ~ccept tne Ruml principle up to $2, 00!) , " 

The Treasury has not mAde such a proposal . It 
has concurred 1n tne sug&est1o~ thet to facil i tate 
the sn1ft to pny- as- you-go , t axpa]erA be forgiven 
an Amount ~r t~x equal to 19 ~ercent or tne1r totAl 
taxable income . Tn!s would ~rov1de equal treat~ent 
t o all taxpayers and in abou t 90 percent or toe cases 
would avoid doubling up. 

:~aron lb , 19il-3 
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TO 

TREASURY DEPARTMENT 

INTI!II.OI"FICIE COMMUNICATION 

Secretary )torgen thau 

l{andolph Paul 

DAn March 16, 1943 

Late Saturday afternoon, Congressman Oirksen of 

Illinois (rtepublicanJ called at my office at the sug­

gestion of a mutual friend, George Bowden, a Chicago 

lawyer, who is opposed to the Ruml plan. I explained 

to the ~ongressman our objections to the plan in some 

detail. At the end of the discussion, we turned to 

the political aspects of Republican solidarity. I 

said that I was not a politic ian and did not know much 

about such things , and I wondered that the Republicans 

picked such an issue. Congressman Dirksen seemed some­

what impressed throughout the course of the conference. 

Later, I told Cooper what had happened, and he said that 

virksen was one of the best debaters on the rtepublican 

side. ,4;-----
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TO 

TREASURY DEPARTMENT 

I~R.OFI"ICE COMMUNICATION 

Secretary Morgenthau 

Randolph Paul 

DAn l.!arch 16, 1943 

I think it would be very difficult to get some of 
the riohest men in the country to come out with a public 
statement against the forgiveness of their last year's 
tax liability. ~ven if they are against the Ruml Plan, 
they will dislike coming out in front. I found this to 
be true of Leffingwell , with Whom I talked a couple of 
hours tryin~ to persuade him to express in a public ::f 
the remark 10 his letter to the f resident that the R 
Plan was • a phony" . 

I imagine Rockefeller may have been poisoned by 
Beardsley Ruml-- they are friends. 

If we could get a publ ic statament from a number of 
rich men, I am not sure as to its effect. I have talked 
with Gaston on this point, and we both feel so uncertain 
about the public opinion effect of such a statement,_ that 
we are inclined to advise against it. However, I think 
this point is academic, because 1 don't think we could 
get it. 

Incidentally, some weeks ago, in l ine with your 
thought, I tried to get George Harrison t o come out 

' ' "'" tho """' Plm . l~o wu to. it. 

•• 
' 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DAn !.!arch 16 , 1943 

To Secretar y l.!orgenthau 

rooN Peter H. Odegard 

I have talked with ' :r . Gaston about r et tine so:ce of the 

riches t ~on in the country to make public state,ents a~ainst the 

for;,i veness of last :rear ' s taxes . I perconiU.,~' nave reservatio.:s 

co:~cerninc the use of s .tch statements assll'lil\, cre co~la cet l'le"D. 

I:t the first place , we 11:>ulc. a1~st ccrlainl~· thror; 0:.:r selves 

J!len to the objection that such rich <en are r.o t t;;pical of the 

ran .. ana file of taxpayers an<t lhat , therefore, wb.r.t t he:· say can 

have lit tle or no s ibnii'icance for the resl of the American 

1'eo-1e . Such statements "lirht indeed hove a 1 oomera~ ef!'ect . 

The :;e.,., York Tir.~es , Herald Tribune and ol!ler :-a,ers \'~.i ch have 

'-eon •·lu·rinc t!!e Ru.-,1 !"lan ni ht \ISO t! e, to r rove t!-.a t t;.ei r 

ajor concern has alwars been for the s-,.,_11 iT~co-,e recei 1·er and 

not fo r the rich and po:·:erful. 

Tho whole discussi on of forcivencss has no r elevance excc:-t 

in connection ~lith the adtJ1 tion of co1'!e plan fo r puttin;; tax­

payers on a cur 1•ent basis. As you know, the Ruml Plan is uubbod 
1 II 

not the "nw For .;iveness plan" but the "Ru:nl pay- as-you-eo P an . 

This beine so, i t can be arcuod thai these rich ~en are roor 

~itnesses since they are probably able to make r rovision for 
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their taxes in advance anyway. They l"li>Uld , the ret' ore , not be 

unduly buraened by a system designed to put taxes on a current 

basis even without relief from accumulated liabilities . This 

1vould not be true of t he individual of l!l:>dest incoMe who is 

t··,i call~· unable to pay taxes from accumulated savings . 

217 
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TREASURY DEPARTMENT 

INTER.OI"l'lCIE COMMUNICATION 

DAn llarch 16, 1943 

•o Secre tary Worgenthau 

••oM Randolph Paul 

I have before me a speech made by Marriner Eccles, 

March 11, 1943. In i t, Marriner takes a sound position 

on the need of additional taxes. He adTocates a high 

withholding tax, the closing of loopholes, etc. I am 

sorry that he found it necessary to add: 

"If we fail to absorb enough spending 
power through the medium of income taxes, 
based aa they are on ability to pay - if we are 
not willing to impose income taxes comparable 
to those in Canada and Great Britain - then I 
can see no practical alternative except resort 
to the sales ta.x which can best be applied at 
the retail level. It has been estimated that 
an 11 per cent rate might be expected to yield 
about $5 billions, if food and other items are 
not exempted. • 

Regraded Unclassified



I MIMlt~ Cia~ 
... ~, ....... ......, et 
•"--7· 

Mr. I. J. e Cll he 
'*lai.u.u .. ,_~ 

w.a. ... ......, • 

.... '· '· .u-, 
Dlii"M'- et ·-I fl 

..... 16, 194) . 

, .. .,.. ...,., Mei .... , .. \e ........ & c-lt.t.ee 
• Del-\ ot .a..,.._ .. ..,~. ~-.. 
,...._.. \e ...... u .. ONer n.. 9)09 ot IIAnll 6, 19•U• 

1M c-1.\t.oo, •Jee\ t.o \bo .-l\101111 -
fOI'UI 1a .a. ...... u .. ~. *1.1 (1) pftll&" for 
1111 IIIIPie>&l. & UA et "U¥ poe1u...-1 (:1) ..... &11 
• : ... tw -.u .. -n .. ....,.u->. ..,_.... 
... .....,. .......... , ..... ' ; ••• \e ~ otltet.lft 
-ut• ..,. 1a u1 t - .s.u. Ml..Uft ..m .. ....,.. 
'••••: (J) ..a. • : rz4• fer Ml..Uft ttnln ,...'"•'­
ts=s- ,_ )olo w ,.., <.tJ ,...u re1- w ~ 
\e --.a. ..... 1- ftl..w.rtlr 1a & I tom f 
- ............. _, (J) ,...., . ....... oUier ,_,,_ 

M - pr'l I i-.e "' .a. QNir, 

Y.q~ ,._., 
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B:r rlrtue or the w.thorlt,. ..... u .. !,a .. b7 tbt 
Coat \ltutlon ~»4 et~tut11 (l~c1~41a, tht Ht ltott•• 
t'relnla« an4 StnlOI j,ot or 1940, It a .. nU4) a t 
Prttldtnt or the Ontte4 &t~tt t, ~4 t n or4tr to 
tur thtr the ~rott~tton of the ver b,. oonetr.t~ end 
eoat tff tott .... ~• uttltrt-s .. npover an4 bT ,,., ,, ... 
Url n« the h•.n411n,c of ntotlll!lr.t tll toU•• unotct 
OOCUJM'tloa.el U f t r.ent of e.pl01Mt tn thl h .ecutt• • 
breach of th1 J.terel OoYt rn.tnt, tt lt ordtrl4 • • 
follow•• 

I, LIKn'.t.ftOn OW RI OBT 'PO DqJJJirt OOCtll'ATIO!W. 
!JD'IBlCII! 

1. l'o ~an- thell r equt t t tbt ullctt•• t trriot 
Utentft\ or eu- ..,to:r .. oo oocupaUoc.al Sl'"Nn4t 
••ce,\ tn aceortaDct Yitb the ~roYitloot of thlt OTdar, 
~o ,_,lo~t ~ lDlttatt a ~ttt for blt ova 41-
ftr.ea\ on oeeaoattocal ~aun4e or a4• ooa t l tht aak104 
of wueh t requeet on hte o~ behalf, 

2, Jo euch requeat ahall be aa4t unlttt tt l t 
4ttt,..tnt4, tn t ht aaantr bertlD pr0¥14td, that '\ht 
,.,lo,.tt' t ct•Uhn IIM'lCtt a.rt ~tunttel t n ' ba t tbt 
lott thereof voul4 .ub~tentt~lly t mpatr aott• lttet 
t t t tnttal ~o tht vsr effort (tnclu41~ neoett~r, wupport­
tn~ act h1·tllt sn4 tbt adnteu.not of tht nAtlOMl hti'IUh, 
t s fltJ, and tnttrlt t). ln 4ttt rm1nln« vhtther ruch eo 
twplo,.• • ' • t trvlctt er e thut t tttnt1Al , oon•t4e ratton 
t ball be ct ... en t o all relt?8nt taotort. t ool u4tnc the 
actual ett ectlYenttt ot tbt •~l071t, t ht dtttt eolty of 
r~lacln« h t•. h t a a«8• hla ~ualtttoltloae. blt attl~­
atnt to ~tlet outt14a tht ooattaental Unltt4 St~te1 aa4 
tht lt~h of hta ••~let 1c tbe po1lttoa ht occupttl or 
ta pot ltlont v1tb co.perablt dutltt, 

a. -·· wch nq~tt ebAll 'be ..... t or • perto4 
lo•r tb&:a h Q-.14. to bt a'baoluu\7 aeoutar7 nor for 
• l>':rlo4 of .ore \bi!D ets .oot b t. 

"10 

.• 

Regraded Unclassified



-2-

3. Vb.ea n t horl _.W. 'b7 the &e.tew C...t Ute, tbt hM4 
of ..,. Me'H7 ...,. eleo 48at~tMtt n(ioul eo.tUMa vhn­
n or tbo -r ud -Ollbtoal 41ot rtwuoa of tiM 
~rtoll!lol of tho - - """" oetloa MolnUo, Yltbla 
tbolr H_tt ... -• OQCb rt(lo•l o-ltttto ollall IM~ 
t bo •~tborlt~ &D4 rtopOaolblllt• of .. ~·07 c ... lttoo : 
ao4 ao uoM la tbh Or4or tho toro •.&pll07 Co.tntt• eboll 
tocl~U • re«toMl c-1\tM tete\ltebM u 4er \ bh aeottoa. 

III , IJAJCI!IA'UOII OJ DT JCSI'f!OIIS 

1, ... 011 '«tDOY Co•Uttt, wtth \bo oppron l of tho 
h oa4 of tho ............. 11 OU:bol\ to tho lwrlow o-tttoo 
for ttl ~roYftl I 111\ Of tho .. JOilt lODI ta tbt AS'D07 
4et.e4 oeo•••~r.r to carry ~t aatt•ttitt t t tenttel to tb• 
var tffon cw to .OIIH.JT npportlas "othttt11. All 
o~cb poottlooo opp~ bJ' tho lwrtow Oooo1\too eboll bo 
Qcwa AI •key J'Oalttoae. • !be lniew OoaatttM. t li.ber 
o~ tta ova .ottoB or upen n co .. eft4attoa .. , , ,, tbt ~DC7 
Co•UtM AD4 appro.-.4 lr1 \he b~ ot t.b• •ceDOJ". MY Nrl•• 
t h t l ht o1 t-.r ,.atttODI o-r \hat qeooy 11 ooa41Uoaa 
WrTIDt. 

2. X.. poet t t oae ~all bt ltatte4 t o ,oatttoaa 
ta.ol•~ etrlou. 41fftealt7 of re,t.o ... at \to~•• • 
ecarctt~ of ..-tlablt ~ltflt4 peraoADt l e71 t \t aD4 
beoauet ..a.7 l DCWIM'Dt of Uat poll \loa a t t ha" he4, to 
or4er to ~rfora t.be 4\I.Uet eft ect t •tb. an erttDU4 pe:rto4 
ot tretnlas or epeetaltse4 ~ert.aot. the dAtt~ttoA or 
kt7 pot ttt ont ebftll be turtbtr «<••r~4 by the follovlD« 
ortterb~ 

a. ! be work tt of a rtt~nttble a4alnlt\r~tt••· 
exeoutt••· or eu~r9leory ohAr&Cttr ln ao\t • l t t et dtrtotlY 
r e lated t o the v~r effort , or to the ••••ntt~l ~tnte~nce 
of or4erlv ~·•rn .. nt (1Doludt~ tbt B8lnte~nce of the 
beUth, .orale, eod .. cu.rttY of tbt nettonh or 

b, !ht v otk tt • part of tht aotGel Jro~ctton. 
t r~n.,art~tton, or hendltn& or Y&r .-tertel t , ~~~nt, 
or oo..o41t1tt , or of the .. tnttD80CI or ~ration of ver 
equl.,..nt, or of tht tHDipOrt"Uon of wr penoMilt or 

o, 'ftlt vork h of a proftltiOW, t tai-Pr-oftlliONl, 
or bl~l• wpectell.-4 charACter . requtrt-. txttn'-4 trato~ 
tDC, lD .., oocupet.:ton wen , Dove ... reu, of -.opowr 
txUte: or 

4 !'bt work u.,.,lly require• Mlt ,.,lo:r•tt bleeuee 
of ~~tar ot~taDOtt ~ rf4~ t1te ph1tloal •-tlttlet, 
tnclu41DC ~· occupettoat ., , ..... ,lDYittl~tor, ~ate, 
font\ re:utrt, border N t ro\MQ, 'Prhon prU, tn4 other 
oo~rablt ooeu~ttone Whereto repl~..-ent wtthlD a.c•••~r.r 
•co 11•1\t t o '1ff1oul\, 

1Y. P41111'8 JOII DUUKJllr 
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11, 1., o.plQJM ot tiM - oo\ ~ a -,.,1 U• ..... Gl rl.l laa HrrlMI .... IUODtla.l wUbla \bo 
••lac ot !M"II8ftlllt 3 or Pan lllorMf, 1t ,_ .... 1 ""' 
~tal •~• ... •• nola •• tbe -.luM1 t utqu tUatll 
fer lbe "'""or aa~ fullltri\T wl\h o ~!flo proJMl 
Ia \llo eOUJ'N ot GO-.lootloa - - ut ..... \ ,._,, 
aoooooory. Jo ~"' for t.fo,_, tlloll 'bo - ..., .. , 
\hit IN'b,.roP'!]Ih noeF wllb \be prior opoolflo oppronl 
ot \ht a..1ow c ... ,,~. 

2, IQbjtot to the ooa41tloat tt\ forth So thlt Or .. r 
\t10 ~0)' OoMIUMt tba.l1 - 1111 ro~11Alltt for oolaGU•~ 
oorrloo .. _..uooa1 4otai'MB\ ot -lOJO&t ot \holr 
l't.,.Ot1.,. aceaclat, AD4 ehall 'PnpAft 4114 1\&b.at\ wah 
ret••t:• to loeel teleotlft H-rTlet bou4t t.a .. corPatt 
vt~ .. 1~1•• .. rYtee regalettoet, 

3, Ia preperi.al \he pHtlrlM4 telteU•t H niOI 
ftr8 tar wu~•itttec a ~~••t tor OOaQ~ttoaal 6ete~at 
\0 \bt leoal M lMttw MMOt )oar4, U.. ~ o .. ut .. 
Pall attr oa •• ton tU vor .. •Oo••r,...ot &.qt~~~tt. • 
••4 ehall alto taUeatl tb..oa toM UM of \he a.ceM7 ao4 
\ho """"'"''" par\ tlloroof la wllloh \be rosio\rwo\ II 
... 1~. 

•· ta u:r oaee t• Ybloh a OoftJ'Uit!lt f'eollUtt tor 
Ufe ..... t h 4ea1e4 ~ a loAl MlM\l'N ttrriCI boa.r4., 
tllt ~Der7 Co-ttt .. ooaoane4 tMll •t one• ttl• aa 
o,.,.al r- IIUCb ooUon, t'bo a-1 tlloll ".,. \ho la4Do­
\10ft If \Ill -.plo,..• aff .. tt4 ua\11 tlu.l 4.eohloD lo \hi 
OaM t 

6 . !'bt "-traan. upon bh OVD .oUon or upon reoo ... 
M DUUon aaU b1 u '«"ct.t Co•UtH tt.nll a,ppro••l 'b:r tbt 
ht~4 of tbt a~ac7, lbftll 4ettre1At, efttr eontultstioe 
vlth ~· S.Yitv C~ttttt, thotl .. autaot~rlag, tlrYiOl~, 
~eret~. ani tr~D.,ortl~ fiiOtl•ltltt of aD ~DCJ or 
pert thereof vltb re~t to vhlcb 4tftr.tDt probl••• c•a 
'be Mtt Mt tbrou4l Uti of •W• \fllbltt e.a4 rqlao ... at 
tOhl4u.llit• a. ab~tll tbtrwpGD Unot tbt bta4 of \he 
~~ ooaolnt cl to Feper• att.4 ~~~. ri t.b r111»Ct to tbo" 
.oUriUtt or or«"''ai.,ettoat , MnD114 \a\llt ••4 rq\ae ... 
Mat t0he4Dl••· to eccorMoee vU.h t.bl re.W.aUoat 
,n.o-rtlMHl bY the ~,,_., he .,....,- or ,.r, \htrtof 
Ual,l \b.ereat'\tr be ~\ f'ro• \be prortetoat of l'ar\ Ill 
ot \hit Or4e1' (prorl41.,. for tho .. .t-Uoa of -
,.altloet ) aa4 the pa"''Yltloat of t.btt ~ ccrYtrDl~ tbt 
Ml<toc of .._." fw tot•-•' ot -lO)'aoa u tho 
ez\t•t ••4 ta tht re~\t ,rOYtt.l la tbt rt~ttoea of 

·~· Ohal.-a, 

f, 1'0Ll)ftAIIT IJITRAliO& liTO Alll(ll) JOIICU 

1, UDlttt en ~' Co .. ltttt bet requ.t\14 or 
voult ~tt 4tftraeat of fiiD ,.,10111 ua&er tblt Order, 
\ht ....-. qpoa bit r ._uttt, tball ~~at bl• • reltttt 
t• nter tkt ,.,...4 forott TOluahrll:t t,a a eo•llt1~4 
or .. l tt\14 at~tue. 

a. lf t& Af:taC? C..tUII hat ~q,UAtil .. or woul4 
ro-o\ toto.-&\ ot p -101M- tbU -·· \h& 
- ollal.l - b la .- o rol oaao uloa• l\ I• 
.. \Onalu4 tlM\1 

a. fto ..-pl.,... lt llk•'b' to 'M aut ... \o eeUn 
ooMa' .....s. .. : or 
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VII. OlllaAL IBOVISIOIS 

1. Urultr rt~"ttou.t t;.o be ~ttcrlbt4 'b:r tht Cbalriii.A, 
tht Apa,oy Co-·lttH iu. ttoh -«tD07 t.bllll t Uptnht tht 
prepen\toa M4 aetnttD.I'InH, oa a 0'\lrrtat 'bade, of e4.tqu.aU 
t \attetloe oa the ttl eo\1 .. etr.loe etat~• of tte -.1• t~la.r­
•••• a.D4 oa. rthtM. M\ttr·• .. Wlt.Cib thdl bt eu..erht 4 eo4 
r .,ortt4 t o tbt Jt .. tw ~U\M t\ ,_rto4Jc ta.ttnelt. 

2. Be84a o:f ~che aball ll w t , ,.ostl 1nt tnactlon• 
\o laOQJ'o \ba\ u - 1-• rill 1.- lotol.T ·-" U.rwp 
proper cbemltlt -. ~ Sa b h Hl.ctU•t .. rTtct etatu.a 
tr tht receipt of aotl .. to ~eport f or 1a4uct1oe. 

a. le.oh a&'ftC7 ~1 pl..-o aa4 eerr:r 0\lt • • orUrl1 J"O'" 
Kf'M of npl.eo ... nt aDA tnlnbc oeo .. t oM4 ~ tbt ea.tl'7 or 
~ro~tt .. t D\TT of ..plo,..t l n\o tbt •~' torott , oA tht 
bade or tb• WorM.tlcm. ,rcrn4M tor la. JMlR«J"•Jib. 1 of tbl t 

Pert of thh OrUr. 

4. !ht Cb.airND lball tro• tt• to t l• ukt r eco .. a.da­
t 1oat \o the Dtreotor of tht Jure~ of the lu'-et, ~aee4 oa 
tnfOP8etlon aa4 er,ptrleoot aoqGtr.t Sn the a~lotetr&tlon of 
\hl t Or&er. t or tbt etf eot l .. uttlt.-tton of the etrrlctt of 
Oo .. tr'DJMID\ HplOJ'ttt with HIP.Ct to the oonttrrdlon of -a--·· 

223 

&. Oa4tr re,.W.aUoet to 'be preeorl'bt4 b:F t bt Cbat r.-, 
t he ,.,..ru e pecl•• eu.ll n.balt t o tbt a..tew c-ttttt p.tJ'io41o 
report• ooaet n.l.Jl& ell .. \.toe u.na •4e1' Utt• QNer. ~b• le-riew 
Co•UtM ollall crarna•t. ..-1- ouab ~no ad obll -~· 
vi\11. ~ c-tu .. o vt\11. .. ._, to .., -"""' hoe U.to 
Or4.tr . 'l'ba ant .. e-tttM ~ aleo M etpatt npreeeetatl"' 
to attn4 ..nt.ace ot ~ c ... tu.... ,,... ,..,,. •• nt•tlnt 
ehall &t. all U •• b ... f'Ql_l aoc•tt to all reeor4e or neb 

Oo..t\\Ht. 
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11. 'fho Chal!'Mo ohAJ.l ropcn to tho Proo14oot. at 
l otorral o of oot .oro thaD throe eootho, vlth roopoct to 
tho ~1alotrst1oa of \blo Orur aa4 oholl 8ako roc ... oadA­
t t ooo to tho Proo14oat vlth rorpoet to ouch .o4ltlcetloao 
ot thh Ordor •• ho ...., uaa &4Yloable. 

7, 'l'ho Chttt .... a 'M.F O\liJIOD4 tbo •uthorit:r of oQJ' 
~ ... c ... tttoo to IQbal\ roquot\t tor 4tro ... ot i f tho 
A«ooC;r 0 ... 1\too mbalh roquUtt la Ylolat100 of thlo 
Orur. 

e. .t. requ oot for UfOI'MDt or .... IIIJ>lOTH ..,. be 
CODOOlle4 by t ho Jlertov C:O.lttH 1t 1\ UtOr.looo that tho 
roq\Wot ,.o ..U 1a YlolaUoo of t hh Or'-r. 

9 , 'fho Chat.._,. wll tveloh coploo of thlo Ordor 
to all local H le<!UYO Hnico bcar4o. 

10. !bo Chttlra&D ..,. ulopto ....,. of bio 4ut1oo an4 
JIOVOr o ualor th1o Or'-r to • 07 ottt oor or 08Plo:roo of tho 
War x._r Couhdon on4 ao.Y uU lho tho oontcoo of any 
lo4or~ otfioor, o.ploroo, or ~o;r. 

11, 'rho Chalraan ohAll proocrl be ouch r os:ulattou •• 
lll&.T bo nooooo•r:r to Cllrr;r out tho purpoeoe of thh Ordor. 
loclu4lnc ouob a441t1ollftl crltoria for tho dool~tloo of 
koy JI001t1oDO ao bo ..._,.. uoa ooooooory, 

llan:b 6, l 943 

• . . 
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INTII:R OFFICII: COMMUN ICATION 

OATI Jlarch 16' 1943 • 

TO Secretary 1!orgenthau 

,.0 ,. Harold Mager {ft( 

Here is the U.P. article on the post-war th!lt 
I prepared for you. It has the approval of the 
committee you appointed for the purpose and was 
released to the press by Mr. Gas ton. I thought you 
might be interested in reacing the original, and 
having it for your fi les . 

\ 

•• • 
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The Treasury Prepares for Post-~lar Problems 

There can be no hard and fast boundary line between 

the policies necessary f or winning the war and those for 

winning the poace . The character of our problems in the 

post-war period will be determined in l arge measure by the 

pl~ns, and especially t he activit ies, we undert ake today . 

War policies that also contribute to the solution of post-war 

problems are better policies , therefore , than those that do 

not . 

Our present struggle agains t wartime inflation i s a 

signal example of the contribution tha t can be made by a 

policy designed for winning of the war to the winning of the 

peace . Fiscal and non-fiscal measures desi&ned to prevent 

inflation will aid us in wi nning the war -- by forestalline 
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· a ruinous rise in the cost of living, by keeping down 

Government costs, by encouraging production and not speculation, 
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by maintaining t he public debt within manageable bounds. 

By the s~1e token, however, these very wartime measures are 

contributing greatly to the prevention of poet-war deflation 

with its attendant chain of personal tragedy, economic chaos, 

and social unrest. 

Taxes provide another case in point. At a time when 

about sixty cents of ~ery dollar of income earned in the 

country is represented by Government purchases of tanks, ships, 

and planes, it is impossible to exaggerate the Gover nment' s 

needs for additional revenues. It cannot be stressed too 

often also how vital these additional revenues are for sppor-

tioning the coats of the war fairly and equitably, preventing 

rises in the cost of living, and maintaining morale . Yet, 

i t is not the contribution of taxes to the more effective 

prosecution of the war that is alone involved; it is also the 
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benef icent effects of increased t axes today on t he world of 

tomorrow. Wartime taxes mean we pay for the war once and 

for all now; wartime borrowing.means we postpone the final 

redistribution of the costs of the war until the post-war 

future . By taxing ourselves to the utmost today, when few 

civilian goods are available for purchase anyway, we reduce 

by so much the taxes we will have to impose on ourselves 

tomorrow, when plenty of goods will be available for purchase . 

Finally, we have the case of wartime borrowings. IVbile 

the Treasury ' c polioy is to tax more and borrow less, it is 

impossible, let alone desirable , to finance the gigantic 

cost e of this war f r om taxes alone. Government borrowings 

are therefore necessary. The policy of the Treasury has been 

to raise as large a proportion of the borrowed funds i t re­

quires from individuals, fiduciaries, trusts, and corporations 
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rdther than f rom t he banks; to borrow old money rather than 

new money. This policy, like the others, has a dual purpose . 

Its wartime purpose is to match the diver sion of our produc­

tion from peacetime to wartime use by corresponding diversion 

of our income and savings from peacet ime to wartime uae, 

thereby contributing to the prosecut ion of the war by seeing 

t hat our production and financial gears mesh smoothly. Its 

peacetime purpose is to provide the American people with a 

backlog of savings that will come in good stead indeed when 

once again the sword is beaten into the ploughshare. The fac t 

that at the present time there are over 50 million investors 
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in War Bonds , and 25 million participants in payroll savings 

plana alone , is an eloquent tribute to t he contribution that wsr­

time financing is making to the solution of post-war problems. 

It would be easy to exaggerate , however, the contribution 
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of wartime financing to the solution of post-war problems. 

This I have no intention of doing. The fact is that the war, 

in spite of all that we may do now, will leave us heir to a 

host of problems long after the guns have ceased firing and 

the world has settled down to the quiet pursuits of peace. 

These problema are by no means insoluble ; nor are they so 

intractable or laden with heavy forebodings as some present-day 

Cassandras would have us believe . To their solution, however, 

we will have to bring intelligent insight and sympathetic 

understanding. 

I can raise here only one of the domestic problems that 

will face us in the post-war period -- the problem of the 

debt. By the end of June , 1944, we will have a federal debt 

of something like 210 bil lion dollars. The mere servicing of 

this d,bt will involve interest payments of between 4 and 5 
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billion dollars -- approximately equal to the total receipts 

of t he Federal Government in 1936. And if the war continues 

beyond the middle of 1944, the debt of course will continue 

to mount. 

While an internal debt, such as ours will be, serves 

neither to enrich nor to impoverish a nation -- the t axes 

raised to service the debt being restored to the people by 

way of interest payments - - it does raise a number of serious 

problems . I can do no more than pose them. 

There will be the problem of what kind of taxes to 

employ to service e~d repay the debt. This will be important 

because i t will involve a possible redistribution of the costs 

of the war among individuals . It will aleo involve the impact 

of taxes on investment, consumption, and, therefore, the 

national income . The magnitude of the debt will likewise 
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affact the Government's f reedom of action and raise problema 

in regard to banking and currency policy. Above all , a debt 

as large as we ere likely to have will make it more imperative 

than ever that reasonably full employment wit~ a high national 

income be preserved in t he post-war period. Otherwise, it 

is not difficult to contemplate how oppressive t he burden of 

debt might easily become. 

The magnitude of t he Government 's fixed obligations 

together with its current revenue requirements in the post-war 

period will raise other problema relating to the t ax system. 

The principle of ability- to-pay must be preserved. It should 

be possible, however, to go beyond the present techniques 

for measuring personal taxpaying ability toward a more accurate 

concept of net income giving more adequate recognition to 

expenses incurred in securing our income and variations in 
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t he cost of providing a basic living standard. The post-war 

period may require a substantial reorientation in our business 

and consumption taxes . I t will undoubtedly involve active 

effort to avoid international double taxation and better 

integration of the Federal tax system with t hose of State 

and local governments. While we will want to shun taxes that 

hinder business enterprise, we will also want to employ th~ 

tax system to its utmost as an instrument for stimulating 

business enterprise in areas required by the public interest . 

Finally, we will have the problem of making certain that our 

taxes do not place unnecessary compliance problems on taxpayers 

or entail unnecessary public expense . 

These are but a f ew of the post-war problems suggested 

by our prospective debt . 
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In the i mmediate post-war period there ia a strong 

probabili ty t hat the reconversion of indus t ry from wartime 

t o pencotimo uses, the development of now i ndustries , the 

satisfaction of the accumulating demand for peacetime con-

sumers• goods, the need for capital replacements which are 

ant icipated in t he ample depreciation and depletion reserves 

now accumulating, and the satisfaction of at least minimum 

demands from abroad for relief and rehabilitation will 

constitute collectively an effective buffer to a possible 

post-war depression. The huge backlog of post-war purchasing 

power exemplified in our own War Bonds ia i ndeed added assur-

ance in thia respect. 

These factors making fo r industrial r evival are by no 

means free of certain dangers , however. It took us months 

to mobilize our peacetime industries for war; it will take 
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months in turn to complete the process of industrial de­

mobilization for peace . \'lhat this involves for the American 

people is fairl y cl ear. I t means that we must reorient our 

wartime ways of doing things , our wartime wpys of buying and 

living, not al l at once, but gradually; it means we must be 

on our guard again.st post-war inflation in t he st1111e way t hat 

today we are on guard against wartime inflat,i.on. An in­

temperate buying-spree immedi ately upon the termination of 

the war might have precisely ~he same effect as t hat at t he 

close of the last war, when t he coat of livi ng spiraled 

upward 29 percent between November 1918 and June 1920. We 

must not permit war weariness and a desire to return to 

"normalcy• to rob us of the very fruita of victory. Th~s 

will not happen i f the demobil ization of wartime habits of 

spending and saving proceeds at the pace of our industrial 

demobilization. 
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But we must look beyond the period of transition from 

war to peace, to the pe riod when our peace economy will once 

mora be r eestablished t o perform its normal fUnctions . The 

outlines of that l onger period are not as clearly aefined 

as we should like them to be . To some extent, however, we 

are shapi ng the character of that longer period b7 the plans , 

and especiall y the activities, we are now under taking. B7 

i ts constant, unrel ent ing emphasis upon the necessi ty for 

more taxes , more saving, and more sacrifice, the Treasury 

is today laying the basis for a more prosperous and durable 

pe~ce . The same policies, moreover , will give the Treasury 

in the post-war period that freedom of action and that 

flexibility of maneuver so vital for coping with unforeseen 

developments bound to arise . 
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The war has opened our eyes to the unimagined pro­

duct ivity of Industrial and Agricultural America. Wartime 

shortages of peacetime goode and services have not blinded 

us to the enormous potentialities for abundance in our 

dynamic industrial society. It is precisely this unexampled 

capacity to produce , shorn of its fetters, upon which the 

future welfare and prosperity of our people ultimately 

depend. If in the peace to come we realize the potentialities 

for abundance inherent in our great productivity and do not 

permit our precious resources to lie idle in stagnant pools , 

we have little to fear as a nation. The promise of plenty 

exists today; the fact of plenty waits on the morrow. 

-ooo-
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0 OFF1CE OF J...END.U:ASE ADMINMRATION 
FtY&F1FTIEN Di STREET NW. 

WII.IHINCION.D. C. 

LII.-Jr. 
llaroh 16, 1943 & ; r r a 

!'Pf?!!W!!!! 
To 1 Tbe BODOra ble lieDr7 .,r, .. tbau 

h'oll1 &. R. st.tt1A1wo, Jr. 

SUbject& l!pSt.l.n l!tporH 

TruAitted bernith, tor Tf1UZ Wora­

tion, are copi .. o! the Executive l!tporto 

on lend-leaoe oper&tiona, •• o'r February 28, 

1943 • 

.Attact.ento 

' 
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CONFIDENTIAL 

Executive Roport 

Offloo of Lond·Louo Adlll inietrotion 

STATEMENT OF ALLOCATIONS. OBLIGATIONI AND EXPENDITURES 
OF FUNDI APPROPRIATED TO THE PRESIDENT ......... , 

4»• .,.uu. 0.'-lll'r 

OI'I!DaDoe ...SO&' -n-
Ail'ontt ...S .a.n ... \erial 

Taw ...s ~ ••~• 

vo .. o1o .... ~ .. -..ntt 
111oo, IU1 \el7 ap<z ' 
h'ocllaoUoo h4111UM 

-'Vi•: .... ~. c UUM 

S,rriol.DI, llepa1r ot Alpa, ow, 

Serrioeo ...S I; M' 

Adal.nla-u .. l!ZpoDMo 

War Do,..._t. 

··~~ 

Report •• of .. 
2,732,~ 

&44, 281 

2,417,S44 

.360,776 
1, 109, 414 

7,384,5S8 

5)1,4'10 

9'10,432 

:WJ•-
1:1aitets-

• 6,41),012 

) , 238, 1&9 

11ar, eo., ...s 1111r llldppioo .141l:ID~I 2,154, 238 

'!'reula7 o.....-,.t. ),189, 481• 

o.....-t. ot Apinlt.llN ),)82, 100 

ou-r 

"" •• 111,1 

1,,..,551 

2, 71015.10 2,614, 'lE9 
7S2,7ll 645,917 

2, 20),191 1 , 790, s6o 
.360, 776 ))1,197 

1,109, 414 1,029,&91 

7,11),777 4' 9S9' 'lll) 
505,6)4 

457,815 

I 5,9011,838 • 5,481,83) 

3,014,394 2,))8,)66 

1,86), 145 1,5J.l,8'15 
2,809, 6?1) 2,082,)44 

) , )29, 771 

16, 1111 

• 959,)66 

1,667,11)2 

1Sl, S47 

'167, 232 

),7S8, S4) 

)l.a,974 

187,064 

1 3,848,909 

1 , 227,148 
1, .)04,884 
1, 262,622 
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CONFIDENTIAL 

Executive Report No.2 
• 

Off l oe of Lend- Leou Admlnlatratlon 

STATEMENT OF LEND-LEASE AID 
Monthly Report aa ·o f hb. i§. l gj,l 

I Thuaanele of Dollare I 

f7pe ot .Ucl 

SoM'iC1DC, a.pa1r ot Shipe, ote. 

Rontel ot Shipe, 
ro~TPnc ot .lil'Cr&tt.. ote 

Procluc~101l hcU1t1 .. 1n o. s. 

llilcollaneowl llq>onooe 

Totel SOM'iooo 

Totel Oooclo and SOM'iooo 

311, 91.4 

11'19,890 
552,050 

291,m 

869, '194 

t6s5,803 

20,205 

10,096 
7,492 

1627,3?8 

34,)15 

- 9, 507 

Oa~ on Oooclo 'l'ranotorrocl include ftl.u. ot ~· procured troo lend-lease appropril~1onl 
~ tbo Prooident and ~ tbo .Arwr and lla"Y· 

N.D. Tbia report oxcl\lllea data on tile ftl.uo ot Gooclo 1.n Procoaa. At August. Jl, 1942, 
tho uount rro. appropr1at1ona to tbo Proddont •• $1, 360,195,000, c011priaod ot tho 
1t.e•• 11Art1alea J.wit.inc 'rraDafe.r or Oae• and 11Art1clea in Proceaa or Ma.nutact.ure." It 
1a not poooiblo to cloteno1110 tho ftl.uo ot Oooclo in Procooo trOll appropriations ~ tile 
Arlq and .. ..., I 

Gooclll Tri.utorrocl 
SoM'ioiftc, a.pa1r ot Shipe, oto. 

Rontel ot Shipe, 
Fol'l')'iD« ot .lil'Cfttt, oto. 

Product101l bollitioo 1D u. 8. 

llioooll&noou. lxptDeOe 

Total Ooocle and SoM'iooa 

26), UO 

648 , 802 

)8,89) 

126, '199 

720 l,lS8 

91,210 879,1190 

552,050 
16,2?8 57,079 

• 

"TillS OOC1MDT COift'AIIIS IBPOIIU'l'IOI APFIIC'fiJIO Till IUTIONAL DEPEIISE OF THE OIIIT!D S'fA1'18 
IITIIIW Till 11Un11C1 oP Till ISPIOIAGI ACT, U,S,C, 501 31 AIID )2, THE TIWISIILS5IOI 01\ Till 
JU.'VELATIOI or ITS COil DIS U .lll! IWIIIII\ !0 All II!UtmtORIZ!D PEIISOW IS PROIIISIT!D BY LAW. • 
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CONFIDENTIAL 
Eaooutlve ltoport 

Offloo of Lond-Loooo Adllllnletrot lon 

DETAIL OF ARTICLES TftANIIfERftED 
Monthly Report oe of hi!, 2!· l ?ftl 

I TIIOUIIII.I If Delio" ) 

I c-lat1 ... to ,.,..,. 28, 19/J 

.Bzo. Di>U. Cb1M o.s.s.JI. Other roteJ. 

194,117 14,8'19 8n,s54 

J.trer.tt 612,60S )7, 19) 345,043 20,1~ 1,01.5,016 

Aircraft !DeiMe, Pvta, eto )16,309 3, 1~2 

CCilbo.t Veh.lc1ee 440,856 922 213, 412 1.4,871 6'10,061 

Non-C001bo.t Veb.1cl .. 

watercraft and Parte ~)3,759 447 52,307 8,017 594, 530 

Agric. Proc1110te (Foodetutta) 1,051, 746 127,580 2,010 1, 181,))6 

Agric. Prod110te (IDol. Pood) 266, 6'10 41 514 503 267,728 

llach.lnel')' 246, 770 6o1 33~.950 

8 , 374 1.46,266 

Petrole110 Procl110te 361,211 3,012 18,007 

626,617 10,430 129,996 23,6o6 '190,649 

To tel 

'THIS DOCOIIDT COITllllll I11701111ATIOII An!ICTIIIO Till IIATIOIW. DIP!IISI OP, THI UIITID 
STATES WITIIII Till: 111W11110 or Till ISPIOIWll ACT, O. S. C. 50J )1 AIID 32. THI TIAIIS­
IIISSIOII OR Till JIIVILATIOII or ITS COITBift"S IN AllY IIAIIIIm\ '10 All OIIAOT!IliiiZID PEIISOI 
IS PJIORIBI'I'ID BY LAJI, • 
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TREASURY DEPARTMENT 

PROCUREMENT DIVIS ION 

WASHINGTON 

!Larch 16, 1943 

1/:J.:OR.ANDtll.' TO THE SECRETARY: 

There is submitted herewith the operating 

report of Lend-Lease purchases for the r.eek ended 

!.:arch 13, 1943. 

The equipping of the Russian Fishing Fleet 

is progressing rapidly and deliveries are being made 

according to schedule . This Fleet must be equipped 

and be ready for t he fi sh run beginning Y.ay 15, 1943 . 

~ 
of Procurea.ent 
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LEND-LEASE sEc He:: f TREASURY DEPART!.!ENT, PROCUREl!E!IT DIVISION 
STATEl!ENT OF ALLOCATIOtiS, OBLIGATIOtiS (PURCHASES) !.tiD 

DELIVERIES TO FORRIGN GOVEIOO:ENTS AT U. S. PORTS 
AS OF l!ARCH 13, 1943 
(In Millions of Dollars) 

Administrative Miscellaneous & 
Total ~ Russia China Ex2enses Undistributed 

Allocations f2916.9 ~1544 . 7 $1066;1 $102.9 ~4.6 fl98.6 2816. 7) 1444.7) (1066.1) (102.9) 4.6) 198.4) 
Purchase Authorize- $2849 .2 f l342.8 $ 917.3 $ 41.2 $ 47.9 tiona (Requisitions) (2881.9) 1333 .2) (910.7) ( 41.1) (46.9) 
Requisitions Cleared $22S6. S $1311.1 $ 866.9 $ 41.1 $ 47.2 for Purchase (2255.1) (1302.5) (865.3) (41.1) (46.2) 
Obligations 
(Purchases) 

f2126. 7 
2106.1) 

f1227 . 8 
1216.0) 

$ 811.3 
(803 .5) 

$ 41.1 
(41.0) f4.3 

4.1) 
$ 42.2 

(41. 5) 
Deliveries to Foreign $ 934.8 $ 707. 2 $ 200.0 $ 17.2 $ 10. 4 Governments at U. S. (931.5) (704.9) (198.6) (17 .6) (10.4) 
Porta• 

•Deliveries to foreign governments at u. S. Porta do not include the 
tonnage that is either in storage, "in-transit" storage, or .in t he 
¥ort area for which actual receipts have not been received from the 

oreign governments. 

Note: Figures in parentheses are those shown on report of ~ch 6, 1943. 
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EXPLA.NiTION OF' DIFFERENCES . 

The decrease of $400, 000 in Chinese transfers 

represents material turned over to the War Department. 

344 
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TREASURY DEPARTMENT 

INnlt 01'1'1CK CC*MUNICATION 

DAft 

Secretary Morgenthau 

Frances McCathran 
March lo, 1943 

CONTROVERSIAL ISSUES BEFORE CONGRESS 

345 

1. Tax: Pay-As-You-Go - In a conference yesterday House 
Democratic leaders, including Representatives Rayburn, 
McCormack, Doughten and Disney decided to suppor t unstinted-
ly the House Ways and Means Committee tax plan which provides ~ 
for no abatement but includes a 2~ withholding tax. The 
Reoublican caucus scheduled for yesterday to line uo support 
for the Ruml Plan, however, was post~oned until Thursday 
because of a long debate in the House which finally ended 
in the approval of a joint resolution authorizing the 
Commodity Credit Cor poration to sell l OO,OCO,OOO more bushels 
of wheat for feed. 

Federal Draft Deferments - The Treasury Department, which 
now hae only two employees deferred on the basis of occu­
oation, the Civil Service Commission, and t he Government 
Printing Office, were complimented yesterday by a House 
Hilitary Affairs Subcommittee for the few requests they have 
made for occupational deferments for their personnel. This 
committee, which is investigating occupational deferments 
in government agencies, recently made public the case of 
the former OPA General Counsel David Ginsburg, whose defer­
ment vas requested by ex-Price Administrator Leon Hender son. 

Dol lar Devaluation - Not an open controversial issue in 
Congress yet but obviously slated for debate in th~ next 
few months, is the question of continuing the Pres1dent'e 
power to reduce the gold content of the dollar and continu­
ing the Treasury ' s Currency Stabilization Fund, both of 
which expire on June 30. Chairmen Somers of the House 
Coinage Committee said he had already been reque~ted by 
Assistant Secretar y of the Treasury Sullivan to 1ntroduce 
legislation for the extension of both functions . 

F.S.A. - The Farm Security Agency, still licking its wounds 
from recent Congressional criticism, vas complimented 
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(" yest~rday by Representative Geor ge Out land as making some 
genu1ne contributions to the war effort by providing loans 
to smal l f~rmers who otherwise might have lost their farms, 
increas ing oroduction, oroviding housing, and arr anging 
tempor ary i mmigration for Mexican workers. Pr eviously 
Secret ary Wickard had hear d the House Appropriations Com­
mittee accuse the agency of appl ying the check-off system 
of collecting dues from gover nment-r ecruited f arm workers, 
but said he had not hearQ of it before and didn't know it 
to be t rue. FSA has a lso received critici sm for i ts 

346 

"social r eforms" which are said to involve minimum re~­
lations for wages. housing standards and sanitary f aclli ties. 
Putti ng teeth in Congressional oooosi t i on, a bill, sponsored 
by Representative Dirksen and exoected t o be considered 
by t he House today, provides that none of a 26 .1 million 
dollar agr icul tural appropriation, part of which would be 
used for f inancing the r ecruiting of a far m labor force 
under the direction of the FSA, be used for any of tbeir 
so-called "social refor ms. 11 Specifically. t he bill says 
that none of t his money shall be used: "To fix, .regulate, 
or i mpose minimum wages or housing st andards , t o r egulate 
hour s of work, or to i mpose or enforce collective bargai~ing 
r equirements of uni on member ship with r esneot to any agrl­
cul tura l labor exempted" under the f air labor standa.rds 
act or the Nati~nal Labor Re l ations Act . 

. . 

Regraded Unclassified



() 

March 16, 1943 

Coploo \01 

Mr. D, W, Boll 

Mr. Oeo\OD 

Mr • Paul 

Dr. ....... 
Dr. 11111 \o 

• 
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IIICl1llft CII9ICZ 01 - -

OFFICE FOR EICEIIODICY Jl.UIAOI:IIDrr 

OITICE OF EXX>NOMJC STnu.JZATJON 
w.w•ouo.c 

llarob 16, 1943 

117 dear llr. Secretary: 

'!'he BconOQic St&billsaticn Board rill aeot 
en Fr1day , llarcb 19, at UsOO A. 11. (O...oell•) 12\ll Me\ toe 

I• eball diecuoe a war aodol prograa tor 
the oo11111111er goods illdustriee. Jlr. llalocn will be 
preaKlt to diacu.ea tho aubjeot1 llr. Brown baa also 
aublitted a memorandum, oopiea ot which will be 
dbtributed to mmber• of th• board. 

Sinoerol,y yours, 

Bcnorable Bllll7 llor&eot.IW1 
Seor• torT ot treaaur1 
... in&toD, D. C. 

I 
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BR11I SH 1:051' Si.CR.."l 
U. S . SEC&.'!' I 

I OPTU. N0 .86. 

Intorention r•colved up to 7 a .m. 16th M•roh. 

l. IIAVAL . 

JIJ • .,., ... ,:. t.~: c.,:.vl)y .lf .!. ohip:l woe 1\t.t·,okod by our l igh.t orn.ft 

thio morni~IS l'){f rJ:J i.hJ(,(..n Coast . Ono t'lhip wAo t.orPe<tood ~tnc' problbly a.notb !!r. 

EDOYGTQltE 11-;hthO''IiJ W"3.Q 00111bod t'.nd i.\nch1n•-gunnod )'Oet.erdey', art or tha 

4nt.em lona boln.; doatroyod. One ot 11. 11. O.atro7oro wu aUackod bj' U 

Boabora ~st of ~"QLl (L) ]<ISt.erdlly .- Two, poaalblo th,.,.,, oirc...,...ft I'Cr<t 

doat royod. 01\o J! !.1' ·oas~t"Q1a::-s 1,. r.r.• -' ng 800 IUM'i.vora troD. 21, 500 ton 

tlerchfl.n~ Ship ro~"~r • ~ r .r 01 J., • '":. o l"Rt:Z'l"()';'Jl . Ot.h'llr H. tl. Shipe :u-o 

enn t.in\linc t.ho c 1retJ .·!• . 

in t.ho STARAi •. Jr1W' (l •o;1 a.n-1 l;.hc t. south of LI.Kc. ILtH'll prosaur~ is b.)ing 

J. AIR OPdll.[ll'li. . 

r.3 'd'.l n:o:r.. 15th. 11 escorted hn!ur·c toollod "" clrflOld 

l!IU ru .. "'t . 

l~t.h/16th. .lS tln.:;a,t aircr .tt. ~PftrO."\C:'tod t.h~ Nort:-"~st coast, of 

which 10 C"Dt. inlanrt. ?;.1f\tl.lrs dost.ro.vOO ) ~~·J fl_n~l-cUrcrar~ l. 

~·b 17 W.teholls bo•Nrl onum./ pooitlonu in t.h<t ;JJ.ru;nt nratt. 

Eight ll•inkoL bomb>ro npproochoo OO:It.. On• or th.m w'" doa~ro7od !Uid prohlbl1 

a'!I~L. l.Jth/14th . L<bem•oru bombo<l HAPLY.& tJtr ou(th c loud • 

. Bf!t\1~ 14th. 73 Sor tie& ,...., 'i" flown ~Agninat <mom/ e~_,;:ctivee, 

,.,,.tty •n t.h• JJ."Iiu nr>tl. 

!J,t.:,,l,'"loJ. ~.,n. i•+"'ll'r.~· ... t~ boal»d t.ho rei·~"' ;...:-:. ...... .... t 
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