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HMJr: 

Oheeter 
Davia: 
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D: 
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D: 

!I)(Jr: 

D: 

HMJr: 

D: 

!I)(Jr: 

D: 

Hello. 

Good morning. 

March 27, 19'+ 3 
9:09a.m. 

Hello, Cheater. How are you' It's Henry 
Morgenthau. 

Yea, Henry. I'm - well, I'm aa well ae could 
be expected under the oiroumatancea. 

Well , what's the matter' 

Well, nothing except that I - I'm not relishing 
the Job or getting back there with you. I 1 d 
rather stay out here and work - but work tor 
you out here. 

Well, that ' s what I'm calling you about , and 
I wondered what arrangements you ' d made for 
our April drive. 

Well, we ' ve got it awfully well organized. 

You •.•. 

We - we 1ve really got the District organi zation 
in - in tiv-top shape. or course, the only 
thing that s open ia the queetion that - I 
think Marriner hae talked wi th you, hasn ' t he' 

No, he baa not. 

Ob, basn1 t be? 

No. 

Well, you know, relying on the raot that he 
wae liaieon •••• 

Yea • 

•••• r or- between ue and the Treasury, I had 
reported t o him, and my understanding wa s that 
he was going to talk to you • ••• 

1 
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Yeah. 

•.•• and that 's why I haven ' t communicated wi th 
you directly at all. 

Well - well , what is the si tuation? 

Well, Robbins will be here Tuesday .••• 

Yeah . 

•••• and he ' ll get a tirat-hand picture. 

'X eah. 

We have a committee ot 16 that represent equallY 
the War Savings and the old V1otory Fund •..• 

'X eah • 

.••• group, that ' s the War - Treasury War Finance 
Committee tor this Dietr1ct. 

'X eah. 
The men who are on that committee are alec the 
men who are really directing the drive out in 
eight diviaione ot th1B D1etr iot. 

'Xeah. 

We 1 re very well organized, and it1 s pr oceeding 
t1ne in all d1atriote except southern I llinois. 
We haven ' t - I don1 t th1nk we1ve gone ae tar 
there as we have i n the others, largely cuea­
t1ona o r peraonal1t1ee there, but we're much 
farther there than we were laet December. 

But who- who' a going to take your placet 

Well, you' re- that 1 e up to you, and that
1
e what 

I wanted Marriner to telk t o you about . 

I see. Well , who do you auggest t 

.. . • 

Regraded Unclassified



D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

I!MJr: 

D: 

HMJr: 

D: 

I!MJr: 

0: 

I!MJr: 

D: 

HMJr: 

0: 

HMJr: 

0: 

I!MJr: 

- 3-

Well, Henry, do you - there 1 e no reason why we 
oan 1 t go outside the bank, ie there? 

None. 

Do you think o f any? 

I don ' t know o f any. 

Well, now the first vice president here, Mr. Hitt 

Yea • 

• • • • . has not been in touch wi th th1e, naturally. 

Yeah. 

He ' s got hie hande full, or will have hie hands 
full, acting ae president and handling the Reserve 
banks end of this thing • • • • 

Well ••• • 

.• • • without taking on anything more. 

Yeah. 

Although I think it might be well to- to bave him 
designated ae the vice chairman, provided we can 
get the r ight man to act ae chairman. 

Yeah. 

Now Marriner bae the whole etory. 

I eee. 

I've been talking wi th him, and I 1ll wire him ae 
eoon aa I can after you hang up. I 1ll wire him 
and aek him to get in touch with you at once. 

Well, that ' s not neceeeary. I' ll oall him. 

Well, ~ow then, Henry, there are two or three 
possible suggestions. 

Yeah. 
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I n the first place, of the f our banlt - leading 
bank presidents here, ther e '• Wal te r Smith an~ 
Len Hemingway • ••• 

Yeah. 

• • •• and Tom K. Smith an~ Sid Maeetre •.• • 

Yes. 

Wal ter Smith i s - becauee of health, I would say 
Walter, while be 1 a a fine leader a nd stands wel l , 
I think because of the health, llal t er would not 
undertake it and ahouldn 1 t. 

Yeah. 

Len Hemingway, of course, being the president o f 
A.B.A., has a wider district f or hie work and he ' s 
very important and ueeful. 

Ye&h. 

He shouldn't take lt. Of the other two -- the 
.two are Tom, of course , and Sid Maestre. 

Yeah. 

Sid Maeetre has Just - is Just completing the 
Red Cross Drive here. He ' a chairma n f or the 
aecond year. 

Yeah. 

Now the - another suggestion than these ! our is 
Walter W. Head, who ie the chairman f or Metro­
poll tan St. Louia. 

Yeah. 

That is, St. Louis and St. Louie County ••• • 

Yeah. 

•••. who is devoting a great deal o f time to it, 
ie thoroughly familiar wi th it • . • . 

Yeah. 

4 
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•... that Walter Head might be moved up to 
Di strict Chair~an • .•• 

Yeah • 

••. . and Bil l Connett of the Firet National or 
somebody equally acceptable to the workers ou t 
here • • •• 

Yeah. 

• • • • be made St. Louis County chairman. 

Yeah. 

When you come down now to the three men - well , 
of course , another poeeibility might be to move 
Ed Hi lli ard in from Louisville. 

Yeah. 

Ed Hilliard i s - has done an exceptional job down 
there. 

Yeah. 

He woul dn ' t want to move, I don ' t think. He 
reels his influence and h i e value ie - is local 
to Xentucky, and I agree with h i m. I think 
probably that ' s right. 

Yeah. 

Now when you come to the three: Tom Smith, 
Walter Head, or Sid Maestre •.•• 

Yeah • 

• ••• here 1 s the e1tuation. I made a fairly­
fairly thor ough and confidential canvass or the 
organization workers. Firat, let me say that 
as far ae t he bankers are concerned here • ••• 

Yeah. 

••• • any- either any one would be acceptable. 

Yeah. 
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That ie, Tom o r Head or Sid Maea t re. 

Yeah. 

As to - when you get down into the workers, 
the organi~ation, and men like our city campaign 
manager, Jake Le~art, and 8 number or others -­
no use i n quoting any namea in this connect1nn -­
there 's- there a re some decided preferences. 

Yea. 

That i s , they would pref er - the workers would 
pref er Sid Maestre or Walter Head over Tom. 

Yeah. 

As tar as I 1m concerned, any one would be sati s­
factory. They ' re all - they ' re ell good men and 
if any one or them could be induced to handle i t 
and I think they could because the organlza tion 
work i s completed practicallY -- why, I think any 
one would do a good Job. The - the t rouble , or 
oourse , w1 th moving 'ilal ter Head up is that he has 
undertaken this St. Louie Job. He has a great 
d eel or pride in it. 

Yeah. 

I t represents about ~0~ or our district Job. 

I see. 
And if he moved up 88 District Chairmen, there 
1en 1 t any questi on ln my mind but what t~ere 'd 
be some difficulty ln educati ng the - the city 
chairman - the Metr opolitan St. Louis chairman, 
because in some way that 1 s more important then 
the District Job. 

Yeah. 

Now I would say any one o r these three would take 
i t on appoin t ment or draft from you. 

I see. 

, 
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Even Sid Maestre, Vho 1 e Juet finished a Red 
Croea Job and would be ver{ reluctant to 
take on another one, I - I m Just pretty sur, 
that as a war duty under draft from you, thea~ 
men - any one would take it. Now, possibly, 
you have some other auggeetione, Henry. 

No , no, I wouldn ' t make any suggestions. I ' ll 
talk it over with Marriner , and you say Robbins­
I know Robbins is going to be there Tuesday. 

That ' s right. He ' ll have all day with us. 

Good. I - will you be there Tueedayt 

No, but I 1 ve arranged to have him met at the 
air-port and I've called- ve 1 re calling in the 
f ull 16 .. .. 

Oh. 

•• . • district committee •••• 

I see. --- -.•• • so he ' ll have a chance to get the report 
first-hand fr om all eeotione of the Sth Federal 
Reserve District, and they'll have a chance, of 
oouree, to get hie • the sense of hla leader­
ship. 

When - when are you coming to Washington' 

I ' m going to be there tomorrow. 

I see. I see. 

But, Henry , I ' m honestly - I believe I can 
honestlY assure you tht t you don' t need to 
worry about the organi~ation out here. 

No. 

I - we 1ll have to get a head to the committee, 
o r course. 

Th.et's right. 

7 
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Now am I thinking atraight in talking about 
men or this eortt 

Yea , yes, def initely, defin itely. Well, I 111 
talk wi th Marriner and I ' ll have a talk wi th 
Robbins before he gets there. 

Fine. Look - look •.•• 

Yes. 

Marriner has Just about the ea~e informati on 
that I've given you. 

Good. 

Th18 is about the way I 1 ve talked to him. 

Good . And I wiah you luck on your new Job, 

Well , Henry, I'm going to need a l ot or i t . 

I know you are. 

I guess you know that I didn ' t want it. 

Well , I- I- I can't imagine how you ' d seek i t . 

No. (Laughs) 

Certainly not on the - I mean here right in the 
middle or spring crope. 

Oh, it ' s terrible. 

And I ' d love t o ait down and talk to you about 
it when you- any time you have .•• • 

Well •.• • 

•••• want to come over t or lunch, because I •••• 

It you wil l - if you will, I' d like very much 
to t al k to you about i t. 

Because whatever they ' re worth, I 1 ve got a couple 
ideas or my own. 
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Sure. 

Ub •••• 

Well, I'm going t o need all or the - I - I mean 
to say, I' m Just going to need more help than 
there oou1d possibly be available. 

Well, whenever- whenever you're ready •.• . 

I'll certainly get in· t ouch with you, Henry. 

Will you do that' And you can come over and have 
l unch. 

You bet. 

All right. 

I•m sorry to leave your j ob out here ..•• 

Well, I am- I' m sorry to have you leave it too, 
becaus e we were counting on you, but I suppose 
you bad no oboioe. 

No, but we- honestly, I'm proud or the organi ~a­
tion and the pr ogress it 1 e made. 

Right. 

Our workers' kite are complete; our pr i nting Job 
1e complete •••• 

Yeah. 

We're a1l set t o go; we've got- orgeni~ed to take 
care or St. Louie, and I'll bet there isn't 
another oi ty in the Un.t:ted States that has a 
more complete coverage than we're going to give 
you. 

Good. 

Now that's - I - I reel pretty enthusiastic about 
it. 

Okay. 

9 
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All right. 

Goodbye. 

Goodbye. 
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Pa tterson: 
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lt~.Jr : 
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P: 
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? : 

n..!Jr : 

Hello. 

..larch 27 , 11~3 
~ : .. tl a . m. 

I wouaered if I could e>et you for lunch, 
bt ant chance , today . 

Today? 

I'"Lat ti:oe? 

Oh, i" o11e o ' clock n .,ooc! time? 

Yes . I ' ll co~e to ;our office? 

Yeah. l•o·v, I ' ll tell ;ou '-'."hnt I - besi des the 
!)lee.t.ure of seei ug ;ou - I v·an t to talk to ;ou 
about tn11t V.nr Bonet buai ness . 

'le~ . 'lou .,;ot I1if l et tor , diou• t tou? 

'leuh, ·bu t I've .,ot 11 lot moru iuforwatioll . I ' ve 
had a ~·!m 1·:orki us wl th l;UJ·ter o.uc · nat ever tl1ut 
otne:r Veneral ' ti nn.Uie ••.. 

Loughry? 

Louehry . 

Yes . 

;wd , I just •::ant to t 11 l1t uan to u.an , because I -
I think ><hen 'JOU n .. ve •lh!it I •ve e;ot - I oon ' t 
tnluk you•a be bt~tlsfied tt.e I"IUJ ;;ae; 're Gu.•~ling 
1 t . I IiJJJ¥ be I·: roll<) . 

All right. Our people 

We have - we have some constructive sugges tions 
to m11k e . 

I ' d be· g lad to hove thetn . 

And Gene ral Carter aoesn • t ooe 1 t our way ~< lid I -
I ' d like to g ive tl•e•u to you direct . . 

All right . 

i:e may oe wrono . 
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I ' ll be there. 

I thank .!'OU. 

Good - bye . 
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IOC.Tr: 

Operator: 

RMJr: 

Opere tor: 

RMJr: 

Marriner 
Eo olea: 
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fDCJr: 

E: 

IOC.Tr : 

E1 

HMJr: 

E: 

RMJr: 

March 27, 19~ 3 
9:55 a.a. 

Hello. 

Mr. Ecclee ie returning your call. 

Oh. All right. 

Go ahead. 

Hello. 

Bello, hello. 

Yea. Marriner? 

Yea, BtJU7. 

Bow are ,-ou? 

I'm tine. How are you? 

Marriner, I hadn't heard from you, and- eo 
I called up Cheater Davia to find out where we 
atood, and he said he told you all about it, 
and you were to - going to tel l me. 

Yeah. 

Row he gave me the ator,- over 15 minutes. 
And what I would like to do, if it's agreeable 
to ,-ou - if ,-ou'd ooae over t o lunch Monda,-, 
then ,-ou, Bell, and I could have a talk about 
1 t. 

Well, that'll be fine. I'll be glad t o do 
that. 

How's that? 

That - that 111 eui t me tine. I ... • 

Do you want to bring anybodY With you? 

Well, I don't - I don't think eo. 

I don't think 1t 1 e neoeeear,. 

13<-
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The- I- I ehould have called you yesterday •••. 

Yeah. 

I intended to but i t 1 e Just the darn day gpt by 
and I waa ...• 

Well •••• 

• •. . tied up every minute, and •.•. 

No harm doni!. 

The •••• 

I was Just a little nervous about it. 

Well, I .talked to Cheater on - let me eee, when 
wae it now - the dar bef ore. 

Yeah. 

It was on Thursday, and Norton, who ie the chair­
man of the Boa. rd •.•• 

Yeah • 

•••• was in town and I aaw - I saw Norton late 
Thursday af ternoon to diaouea tbe lll&t •. - and I 
diacussed that &long with o thar matters ~er­
ta1n1ng t o the bank with him. That vas Tbursday 
afternoon •••• 

Well, the only tbing waa Cheater couldn 1 t under­
stand why I vaen't up to date ao •... 

Well, I should have called you yesterday. 

Well, i t's - that'e water under the bridge. 

But I Just couldn ' t •.•• 

Well, auppoaing you come over Monday , and ve can 
talk about that and ••• • 

Aa a matter of tact, I did put a call in t or Bell 
yesterday. I - I vas go1ftg to call Dan, and -
because I usually talk to him •.•. 
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HMJr: 

E: 

IIMJr: 

E: 

KMJr; 
r 

E: 

HMJr: 

E: 

RMJr: 

E: 

- ) -

Well . ... 

.. . •• end don't bother you unless i t's- and 
I put a oall in for Dan yesterday, but he 
vas tied up, and •.•. 

How are things in the Rocky Mountainst 

Well, it was pretty wintery out there. 

I see. 

I've been baok since - l et'e sse- I got baok 
'ilsdneeday 11or ni ng. 

I see. Okay. I 'll look f orward to seeing you 
Monday. 

Yeah. Okay. At one o 'olook7 

It you please. 

Yeah, fine. Goodbye. 
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Opera tor: 

HMJr: 

E. F. 
Bartel tl 

HMJr: 

B: 

HMJr: 

8: 

RMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

HMJr: 

Go ahead. 

Yea. 

Hello, Mr. Secretary. 

Msrch 27, 19~3 
10:26 &.II. 

Hello, Eddie. I kind ot counted on you being 
here today. 

Well, I'm sorry. I think I've miaeed my time 
a little bit on that. 

Oh, I thought ve talked about poeeibly going 
over and seeing the \liar Department today. 

Well, I did get my day a mixed up a 11 ttle b i t 
on that, Mr. Secretary. 

Well, it 1 a all right. 

Sorry about it. 

Well, now I asked- the only reason, I asked 
Patterson t o come to lunch, you see? 

tJh huh. 

And what is the latest eituationt 

On - on the War Bonde down there' 

Yeah. 

Well, the way they're going now, it would take 
about fif teen or eixteen 110nthe .... 

Yeah . 

•.. . to olean up the backlog prior to December Jl, 
but General Loughry nov ia talking i n ter me or 
aekin~ t o r about 1,100 more employees. He 
doeen t know whether the board Will give him 
thoee employe••· 

Yea. 
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HMJr: 

8: 

HMJr: 

8: 

HHJr: 

8: 

HMJr: 

8: 

HHJr: 

8: 

HHJr: 

8: 

HHJr: 

8: 

HHJr: 

- 2 -

Then I discussed also with General Loughry and 
hie aides a question o f changing the procedure. 

Yeah. 

I t a eema to me that we - you ' l l Juet have to 
change that - that elov posting procedure they 
have down there .•.• 

Yeah. 

••. . and theae gentlemen were very much interee ted 
i n my suggestion, and then I euggeeted also that 
if they a re interested i n it that t he Treasury 
probably would be willing t o confer wi th them 
and the Comptroller General ' s of fice to eee if 
anything •.•• 

Yee. 

.••. like tha t could be worked ou t . 

Well , I read your - I think your suggestion ie 
a good one. Now let me ask you this. Your eug­
gestion ot sending the s t uff t o the field, that 
1e Jue t f or the civilian employees, ien1 t i tt 

That's only f or the civilian employees, that ' s 
right. 

Do you know - do you know how - o f the backlog, 
how muob o f it is civil ian empl oyees and how 
muoh ia Ar1111t 

I It a about 500,000 civil ian employees. The reat 
of i t ie Army, about 3 million. 

500,000 ••• • 

About ~00. That might r un from 500 up to 575,000, 
but it a nearer 500,000 right nov . 

And} million ia .•.• 

h m1li t ary. 

Military. 
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B: 

RMJr: 

B: 

RMJr: 

B: 

RMJr: 

B: .. ... 

BliJr: 

B: 

HMJr: 

B: 

!!MJr: 

- 3 -

Now, Mr. Secretary, I understand that General 
Carter i e objecting t o sending the 500,000 to 
the field !or the reason that he's afraid that 
i t may retard their present current progr am , 
but it seems to me that if the areenale and 
the !leld offioe e can aeeure the War Department 
that 1t will not interfere wi th that program, 
I think they ought to be encouraged t o send them 
out to the fiel d. 

Well . . .. 

Then that would l eave here ln Washington only 
the military end of it, a nd they could ooncen­
tra te on the t. 

Well, how- tha t 's the backlog. 
new stuff the t comes in trom the 
oloyees? How . .•• 

What about the 
civilian em-

The - the new - the new atutt ie movi ng currently. 

Now who ' s- is that handled in the .!1el d? 

That's handled ln the f ield. It's been decentra­
lized. I t mi ght lntereet you t o know that I 
looked at that un here in the Ot!lce or 
Dependency Benefit Payments yesterday •.•. 

Yeah. 

They've got about 9,500 employees, and I eaw a 
tew ot these olerka. They have got~en t heir 
Bonde - they were due on the - that is, t or the 
pay-day or the 15th they were delivered - they 
wer e delivering them yeeterd&J. They're getting 
thei r bonde up here vi thin 5 cr 10 days etter pay­
day• 

Well, then dumping thie 500,000 back in the 
field, it wouldn't elow them down very much. 

Wall, General Carter ie afraid tha t it might 
elow them down, but what I would do 1e t o get 
the field office to eeaure the War Department 
that it will not interfere with the current pro­
gram. 

Now thle • • •. 
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HMJr: 

8: 

HMJr : 

8: 

HMJr: 

8: 

8 : 

HMJr: 

8: 

Hl!Jr: 

8: 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

- 4 -

It may be that they can ta.ke care of i t with ­
out interfer ing with the curren t pr ogram. 

Are they going to - wha t isn 't clear in my mind, 
are they go ing t o continue t o handle the military 
thing here in Washington' 

No , sir. The military ie going to be handled out 
in Chicago. 

Oh, and th1 a 1s Jus t the backlog' 

Yee , sir. And I wan t t o put this thing clear too , 
Mr. Secretary, the - the backlog on civilians is -
ie - cover s the peri od prior to December 31. The 
backlog on - on - on the military, that is, the 
change- over on military i e Karch 31. 

I a that in your memo' 

That's in my -I believe I put that in my memo­
randum. 

But as I get it, here in WBah1ngton 
3 million applications? 

• 
About 3 mi lli on - 3 mill i on accounts. 

Accounts. 

is it 

But they'll have about 20 milli on postinga. 

Yeah, well, what are they going t o do with thle 
organization when they catch up' 

I t '11 f old up. 

Oh. 

It' ll ! old up. 

I see. 

And that ie another reason they give f or possibly 
aome or the - the alowneaa, that theee employees 
appa.rently realhe that they're in an organization 
that 1e f olding up • ••• 

But •••• 
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B: 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

I!MJr: 

B: 

HMJr: 

B: 

HMJr: 

- 5 -

..•. . a nd, thereror e , there i s some thought orr­
the-record that perhaps they're no t ge t ting the 
producti on out or them tha t they would get ir 
the employees knew they were in a continuing 
organization. 

Now how i s the Chicago orrice handling the mili­
tary? How rar behind are they? 

Oh, they're no t behind e t all. 
there next Wednesday •••• 

Yea. 

I'm going out 

.••• but I dld check up a l ittle in advance. 

Yea. 

And they have a good ayetem out there, as i t's 
been explained to me and I - I have every reason 
t o believe that theylre going t o be current right 
rrom the beginning. 

Wel l , now you couldn't dump this 3 million 
military on the Chicago , which is a permanent 
o rganization? 

Well, I - . I think there is some merit in the 
thought o r moving t hat military out or town, but 
whether it would be advisable t o put it in 
Chicago, that's something that - I tblnk tbat'a 
worth - worth considering. 

Well, you've got an organ1~at1on - why can 't you 
Just dump that on Chicago a nd l e t them pick lt 
up and clean lt upt 

It'll be a dlrrerent procedure, or course. 

Well, whatever the procedure ie. 

Yeah. Well, I think tba t 'a worth considering. 
Tha t ' s worth considering. There ie ror very 
serious coneideration the advisability or moving 
that mllitery program out or Washington .... 

But it .... 
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B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

- 6 -

.••. putting i t some place. Now whether it's 
Chicago or some pl ace else, that may be a good -
good - good suggestio n there. 

You coul dn 't talk to somebody about it and call 
me beck, say about t1ve minutes or twelve? 

I don't believe anybody up hera, Mr. Secretary •••• 

No , but I mean i n Wa shington. 

•.•• would be familiAr with 1t . 

Well, I' .:n •.•• 

But what I will do ia when I'm out ln Chicago 
next Thursday , I - I might take tha t up wlth 
them and see What oould be worked out. 

Okay. 

l'lne. 

Will you be in Monday? 

I - I'll be 1n Monday. 

All right , thanks. 

Yes, sir. Thank you. 
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RE: LAZARD FRERES 

Present: Mr . Paul 
Mr. Pehle 
J.lrs. Klotz 

ll&rch 27, 1943 
10:45 a. .m. 

J.!R. PAUL: 'l'hia. is a. memora.ndum which runs two 
pages. (Memorandum from Kr. Pehle to Mr. Paul handed 
to the Secretary, copy atta.ched.) 

H.M.JR: Have you read it? 

MR. PAUL: Sure, a. couple of da.ys a.go. I couldn't 
ta.ke it up with you because I wanted John here. 

H. ll.JR: You remember, when we went into this thing 
Al taohul only had one percent of the stock. I eouldn' t 
understand it . 

J.!R . PEHLE : They have changed that. I will give 
you that. 

H. ll.JR: Is that wrong? 

UR. PERLE: The one percent is wrong as of today, 
yes, air. 

H.)(. JR: They have changed it? 

lm. PEHLE: The memora.ndum ia all right? 

H.M. JR: Is that wbl t brought on the investigation? 
Wasn 't it a.bout the Worms Bank? 

)(R, PEHLE: Yes, and we had looked at it once in 
connection with the Silesia.n-America.n. 

Fina.lly we went in and took the me as a.pa.rt f r om top 
to bottom. 
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H.Y. JR : That I didn't know. If I had known it, 
it slipped ~mind. The thing I remember was in con­
nection with that one. 

MR. PE!ILE: We had gone in there in connection 
with that . 

H.M. JR: Didn't we have income- tax people in there? 

J.!R. PEHLE: Yes, 'but this was a thorough investiga­
tion within the last three month.a. 

H.Y.JR: What about this, "deposit a substantial 
sum in a contingent vesting account" ? 

MR. PAUL: This is an entirely new procedure that 
has never been used before . 

MR. PEHLE: The purpose of that is to put a sub­
stantial sum, say a quarter of a million or a half a 
million dollars, in the account , preferably in the Federal 
Reserve Bank, on~e condition that if there are found by 
the Treasury Department to be any further violations that 
whole sum is forfeited to the United States Government. 

H. I.!. JR: Are they willing to do that? 

MR. PERLE: I think they will be willing to do it. 

H.W.JR: Of course the fellow I was suspicious of 
most was Jeidens. He is out . 

YR. PEHLE : He is out, but there have been sub­
stantial violations. This fellow Singer was mixed up 
in a lot of them. He stays down at the bottom. Their 
legal counsel - well, you remember, it was in connection 
with this ver,r matter that they came out through the 
New York Times. 

MR. PAUL: Some of their other thi ngs are hard to 
understand, in fact. 
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MR. PEHLE: These two Frenchmen, David-Weill and 
Meyer, want to cooperate fully now, it seems. They are 
both very smart people . Ueyer was at first very reluctant 
to tell a~body anything. He tells me it was because he 
and David-Neill are French and the French don't comply 
readily with Government regulations. 

This seemed to us to be a fair compromise, let the 
firm continue business and put them in a position where 
the;y are going to be very, ver;y careful what tbe;y do. 

MR. PAUL: One thing ;you can do is close th«n up, 
which would be a very drastic step. 

H.M. JR: tlow what about Altschul? 

HR. PEHLE: Altschul has a million and a half in 
the firm. He gets now under present arrangements a 
guaranteed four ~ercent , which is sixt;y thousand a ;year. 
He gets twent;y-flve thousand a year salary, and he gets 
five percent of an;y net profits remaining after payment 
of salaries and interest on all capital. There hasn't 
been any capital for several years. So he gets ei,ghty­
five thousand a year. But he will become a limited 
partner. 

H.M.JR: But this thing here, of course these 
fellows, David-Weill and ~eyer, if the;y would reall;y 
cooperate the;y could most likely tell us a lot of stu!f 
about Bonnet. 

I.!R. PEHLE: The;y have told us some, not about 
but the;y have been giving us some information and I 
think the;y will give us more . 

H.Y. JR: I was just thinking, do you think it would 
do an;y good if I saw them - I mean ley' Self? I guess I 
had better keep out of this. 

UR. PAUL: I would keep out of it until some 
emergenc;y arose where it would be a good thing for ;you 
to see them. 
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H.M.JR: What do you want me to do, approve this? 

MR. PEHLE: If you say O.K. , that is all that is 
necessary. 

(Memorandum initialed by the Secretary. ) 

H.M. JR : 1Nben will you let these people know? 

MR. PEHLE: The first of the week. 

H.M. JR: After you tell them, will you let ~s. 
Klotz know. 

When I have a little more time I woul d l ike to know 
a l i ttle bit more about this. 
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Mt.rch ?:! , 1943 . . 
lfr, Paul 

J. W. Pehle 

Re: Lazard Freres 

'nlia ia to advise you of the results of our investigation 
of Lazard Freres & Co. 

Lasard Freres & Co. is a national of France by virtue of 
the faot that approximately two-thirds of ita $5,000,000 capi­
tal was contributed by the French partnershli ' Lazard Frerea 
& Cit. The balance of its capital was contr buted by Frank 
Jltachul, the ,.nior partner of the New York firm. Immediately 
after the fall lt France i n June 1040, the Treasury Departlunt 
iaeuad to the Bew York firm a broad operating license which ia 
atill in effect. Our aotion at that time was predicated upon 
the norn atate•nt of the New York firm that it was and would 
continue to be managed entirely by the American partners and 
that the participation in the company' s affairs by the French 
fira waa l!.ited aQlely to i t a capital contribution. 

Maequ.ent to the fall of France, .lndre JMyer a.nd later 
Plii'H Dada-.JeW, two of t.he three managing partners of the 
Jnu1a tlaam- to the United statea. In order to perait 
... te el)!ate in the -.n&gtMZlt of the New York firm 
Ia lfpll• a f., ita reorganisation was tiled. The appl1ca­
tloe P'.,...• that Jlllll'ei IMI71r and Pierre David-Welll, with 
01111 • .,. aa .t.ericana, be admitted aa general partners 
ua that J'nllk .&ltaolml beoou a limited partner. In order to 
provide a bae1a fer action on thia application, and in order to 
deteradDt the a.f .. of euperviaion which ahould be exercised 
over the lrw lor p&rtnerahip, an intenaive investigation was 
made of 1 h oparatloae Wider our broad license. 

~ lnnatlption dholo .. d that Lazard Freres & Co., New 
YOI'k, bad been Ji1lty of aneral aubatantial violations of the 
lleoutlve Order, 'l'heae violation• i nvolved! 
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The unlicensed transfer in the latter part of 
1940 o! $1, 200,000 to SWitzerland. It is not 
clear that the transfer would have been licensed 
if an application had been filed; 

Failure to report ownership of the funds and 
securities belonging to French partners of the 
firm; and 

Failure to block certain substantial accounts 
which were knOifn to be beneficially owned by 
persons then in France. These accounts, how­
ever, remained substantially intact. 

On the other hand, the two proposed new partners, Pierre 
Dlvid-Weill and Andre Yeyer, have evidenced, since their arriv­
al in the United States, a spirit of cooperation both in c~­
plianoe with the freezing controls and in eupplying useful 
information. Moreover, Otto Jeidens, a partner of Lazard 
Frena who .. activities have been under suspicion, resigned 
from the firm during the course of our investigation. 

Under the c~rcumstanoes, we are not prepared to recommend 
that the operating license of the New York firm be revoked, 
which would put this concern out of business; nor are we dis­
posed to prevent the reorganization of this firm. 

In view, horeTer, of the present firm's violations of the 
Order,_it 11 reoc-ended tba t the new firm be required, as a 
oolllliucm ot our license, to deposit a substantial sum in a 
contiDgtBt Tilting account, preferably with the Federal Reserve 
Bulc ot lew York, in order to guarantee full compliance with the 
Order by thl r eorgan.ised firm. If such condition is complied 
with, we propost to issue the new firm an appropriate operating 
license, unless the addlti~nal partners who are as yet unnamed 
should bt persona whom the Foreign Funds Control is not prepared 
to license to deal with blocked funds. 

lSI J. W, Pehle 

Approvedz lSI Randolph Paul 
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March 27, 1943 

At luncheon today with Judge Patterson, I gave him 
the original of the attached memorandum f rom Kr. Bartelt. 

I recommended to Patterson that they close up the 
Washington office which is handling the issuance of 
War Bonds , and send the civilian applications to the 
arsenals in the field and the military applications to 
Chicago. He is going to consider these rec01m:1endation.s. 

-
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Dear llr. Secretaey, 

11111&,.. Hotel, 
llaab1ngton, D. c. , 

lf&rch 24, 194). 

H. ll. Governaent ha ... given turtber ccne14erat.ion 
to tbe queetJ.on of t.he Fighting French exchange rate, and ae e 
reel.llt I am inatructed to put to you tbeir ccnclueione in tbe 
Ught or the present poeit.ion, and to aecertain your views. 

llhen tbe exchange rata or 200 france to the pound 
(SO franca to t.he dollar) waa gixed for Nortb and weat Africa, 
H.lt. Gowrnmcnt preaaed the French National Ooaait.tae very strongly 
to adopt thia rate in their territoriee el•o, in pl.aoe or t.he exbt­
ing rate of 176 fiWlce to t.he pound (43.80 to t.he dollar). In apite 
of repeated arg=ent 8 .11 . Oove~nt have tailed to ccnnnee the 
C...Htee of t.he de•irabllity or chanCing tba mte at t.he pruent. 
t.i&a. They •tete that t.he rate of 176 woric• well in tbeir terr1-
toriaa and that there 1e no technicel raaaon for changing it; wb1le 
aey change would •hake popular ccntidanoa in t.he franc in those 
territoriee by mald.ng people beline that it 1a not 1'1nlly linked 
witb ater~ ~t ia at tbe •erey of politieel .,.ant•• 

The National Coamittea adJol.t that it is inconvenient 
to have twc different rate• in Frencll territory and etata that the 
cc..,ieeion which tbey are about to eend to Algiers tor discu..,ion 
will .ake nery effort to reach a eolut.ion to thia queat.ion ae eeon 
u poaaible in collaboration w1 t.h tha tnnch North A!rican author-
1t1ae. 

H.ll. Govemmant regret t.hat they bave been unable to 
achia ... by pereuaaion our coanon at. - the eetabllel-.nt ot a uni­
tono rate of exchange in all French tarritoriu. A• tbey ae it, 
tbiQ' now have two &lte.mat.iYee; to wait and giYO the French Nation&l 
ec-ittee tt.a to agree witb Generel Ci.raud upon a unifono rete tor 
all Fnndl territories, or to try to coaroa the ec-ittee DOW b7 
tbraatani.Qc t'inanciel eanetioM. Tbie would •an a .. Jo.r dispute 
on a Mtter wbera o11r own •ere-nt with the Coeeodttee leave• H.ll. 
eova.,..,t on <ioubtto.l ground. 

'!'be concluaion ot the Cabinet, in which I &II inatruct­
ed to aak tor 70UJ' concurreoce, ia that we abould wait tbe outCMe 
of the torthCOid.ng diacuaeiona in Algiers. H.ll. GovetnMnt would a.k 
llr. lf&..Ulan1 the Jlinieter Reaiclant in J.lgiare , to do all be can to 
eecura that agreMent 1a reachad. 

'lbere 1a one point which I u aeked particularly to 
put to you. Apart f...,. the ar£UII&nta aentioned above, H. ll. Covem­
Mnt fael that on a long view it would be diead.,...tapoua to threaten 

The IIOnourabla 
Han1'7 lloraanthau, Jr. , 

Secretary, 
United Sta taa Treaa~U7, 

Tiaab1ngton, D. c. 
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aanotiona 1t the National Colllllittee do not meet our wiatee on 
the utter o! the exelumge rate, since they believe that we 
s hould aupport the general principle that ratea o! exchange 
should be settled by agre8111ent in the spirit o! collaboration 
esteblished by the Tripartite CUrrency Aareement o! 1936; in 
the interests o! !Uture international cooperation on qu.estione 
o! thia kind, they !eel that our two Govun,..nte ought to do 
• bat. they can to preserve this princi,ple, even where ita applie­
ll tion prove a ~porarily inconvenient. to ua. 

I ehall be glad to know :your Tiews on the !ore­
going quae tiona . 

Ioure Sincere~ , 

lsi F. Pbillipe 

(1'. Philllpe) 

35 

Regraded Unclassified



TilE BRITISH SUPPLY COU!ICIL Df HOI\'nl AIIERICA 

a••awr Ilardi Z1, 1943. 

Dear Dr· White, 

. I promised :you a short note on 801114 of the pointe 
touched on in the discussion this 11Dmin8• • 

The question of our balances cannot now W>.fortun­
ately be considered without regard to the great changes which the oouree 
of the war baa brought about . '1be gC>ar&l effect of these changes nu 
been that we have of course very heavy liabilities, the magnitude of 
wnich oould not have been foreseen in 1941 and which totce of circwo-

36 v 

ataneoa lias prevented us diachsrging aa tha:y aroee. ~· 

'"' The greate.r pert ot tbeae liabili tiea ia to India, 
B£Ypt and other Eaatem COWltriee. lie hue uaed up the whole of our 
•rl<at.able invea1ments in Dld1a, over ~l.2 billions, nevertbeleos the 
starlinG balances of India and £s7pt, to taka thoae two countries &lone, 
were &lroady tho equivaJ.ent of ,..2 . ) billions loot Deceeoer, and will 
reach about ~ billions by the end of thia current yen. In the event 
of a continuance of the war throughout '44, the tl.gure would be betoreen 
~6 and $7 billions. The scale of expenditure which ia alJJ:ost 00111pletel7 
detenninad b:y the course of the war cannot be droppad and may indeed 
increaoe later, particuiarl,y as a re814t of increased activity against 
Japan. For what proportion of these liabilities we shall ultiJII&tely 
tl.nd gold or dollars cannot at present be forecast, but that some pro­
portion will have to be found in that was there can ba no doubt. '!he 
proportion would depend on the extent to which these countries ma:y 
aee1re in the post-war period to obta1.n goode outeide ~ sterl.10{1 area . 
The anticipated rise in our gold and dollor b&lancaa during the currant 
:year ot about $525 )!. gives aca;e IOOderata reserve ~ainat this future 
liebilit¥ and we attach great i.aportanca tc it si nce a detl.nite tl.xation 
ot ou.r raaourc<ta would ~tel,y raise doubts aa to our ultimate abillt;y 
to suppl;r such gold and exchange as aa;y be neceaaary . the esaantial 
point ia to postpone aa long aa poeaiOle an;y d-nda of which there are 
&lraad7 e1sna that future purchases should be ude in exchange !or gold 
or cbl..lara. 

.t,part !roll India and the lliddle Eaat there are dabte 
to fora11P' oountriea cal"l)'ing gold &U&rantaea of about :Pl-90 11. Tba 
a:raatar part of thia ia due to Portu&&l• Ordinary financial prudenc<t 
would couna&l us tc diacilarge theaa debts while we have the resources 

H. o. lihite, 
Dircetor of llonetary Reaoarch, 

Unitod States Treaaur;y1 
Waahinston, o. c. 

COPI 
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Ancl not in01r f'reab debu. ()lr balances would then etancl lower . On 
the other hand I cannot tb1nlc the t it is in the real interests of 
the United !lations that we should llllll<e very la•·se payments in gold 
during tho war to Portugal , etc. 1tuch better, while we can, JOalce 
them keep thoir r esources in the fono of eturling balances Yihicb we 
can control . I u inclined to think that the prope r oourse would 
be to display our balances to Congreee nett on theoo particular 
c:.ebta which carry gold guarant ees . /? 

Then there aro the eUIIa which we owe to various 
o! the ~nUed Nations for a variet;y of reasons. Aa a practical 
utter I thinJc the c>nl.y caee where we should in acy ce.se coneider 
p&p~Snt in gold is in connection w1 th debte of' about ~00 11. which 
.re ""' to Horwe.r and Holland !or shipping aervicas . PI,)'IOent or 
t.'leee before the end ot the war ie perhaps doubttul wiedoa. In &n:f 

caee it would onJ.y ebirt the proble ot holding belancee to the 
Norwegian and Dutch Govemmenu. 

There 1e elao the queation of the R. F . c . Loan . 
'\\e should not, I think, contemplate rep8i)'lnent unless the proposition 
were put up from your aide . For inatence it you found it diff'icult 
to defend our paying off other debts without clealinll with thia one 
we would certai.nly consider the matter, but we abould prefer onl.Jr to 
pay part of the loan leaving the atruoture intact. 

Youre sincerely, 

I•! F. l'billipe 

(F. Phillipe) 
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Maroh 27, 1948 

M7 dear Mr. Prttidtnt: 

Alter Cabinet, 1D the 4ilcuuion 'lll:lioh 
Cordell Hull ana I had with 7011, 70u reterrea 
to tht Treatur,'• attitude toward• tht dollar­
franc rate in lorth A!rioa. I haTe reterence 
partloularl7 to the o-ent you aade that the 
Treatur, appar1ntl7 taTored a gradual reduction 
in tht tranc rate -- a courlt which would han 
betn 1'1r7 protitablt to th• tpeculatort . 

I lhould llke to ab it clear that the 
Trta1ur7 at no ti .. rtco.aended a gradual reduc­
tion ot tht rate nor belieTed that euch procedure 
•• d11irable. 

I .. tending you hertwith a oopy of a 
oable which we ~tnt to Gentral liunhowtr, on 
Dtc•ber 81, 1942, explaining our po1iti011 1D 
detail in regard to the dollar-tranc rate. 
!hit oable exreated not onl7 the Treatur,'• 
'flewpolat, bu elto thet ot State and lar. !he 
tr ... UP7 poeltl011 waa arriTe4 et atter .uch 41•­
tuallOII ln which rtpreatntatlTtl ot both State ana laP part1o1patea. 

Tha Pr .. 14tnt, 

!he •tta Hou11. 

Your• alnoertlf, 

(llpM) K. Ke,.-tUa, Jr. 

18 
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SE CR ET 6o 

TOo C~ General, EUROPEAN '11!t!ATER or OPERATIONS 

A!t.er care.t\11 stu~ of all the !acta and otter the fullest. discussion by 

i nt erested departments of this Government., the exchqe rate or 75 franca to 

tho dollar wao aet. The objecthea were to fix an exc~e rote that 110uld 

be in the int erests or the people ot French North and West A!rica that woold 

be fair to Mer1con troo;s st.stioned 1n theoe areu and that could be expected 

to be .-!JitaiMd. It 1a our c ... 1denldjudpent that the rate ot ?S frll>CI 

to tho dollar is .ore Ukely to acbieve the .. objecthea than any rate that. 

seta a hil;ber Talue on the franc, particularly .the pr-.. rate ot 4.3.90 

franca to the dollar. It appeared to us wholly unreasonable and impracticable 

to fix and a1nta1n 1n rrench North and Weat A!rica tha exchange rate o! 43, 90 

franco to the dollar 11\licA,J>revailed before tho war and which was confi....,d b7 

the French exchange control r egulation• ot Sept .. ber 31 1939, In view o! tho 

cbon&od conditiona 1 part.1cularlr in t he peat two and one bolt years, the 

econc.ie bu1a !or this rote baa entirely dioappoarod, (Retennce your radio 

#3S6l, O.Ce.ber )0, our SPBFII) 

J'Nncb North and .. at .t.!rica haft uncS."'Ine a ,....., considerable 1ntlaUon 

wbicb •Ire• the pr .. ...,. exchanp rata ocoq>let.aly unteneble, Becauaa or the 

cloae 100netar,. ti .. n th ccnt.inental l'rence ell of the areas o! French !forth 

iUld West A!rioa haft been a!fectacl bJ the axt.reaa 1ntlaticnary !orcea oporaUna 

in continental Franca, The uploiteUoa ot tbo aco~ ot French !forth and • 

West A!rica !or the benefit ot the O.I'IIANI contributed tllrtber to the 1ntlaticn 

in theao ereeo, Ot.bor local cond1 ti011a ot an intlationar,. character boTI alao 

(l) 
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tended to reduce tbe •alue of the franc 1n l'l'ench Nort.h ..-.cl West Africa. 1 

rate that would haY& aet a h1cher Y&lue on the !rene than 75 franca to tho 

dollar would baYI 1ncreased l.JomeaaurablJ' the di!tioult.;y or MintaiJ:d.n& 

steb11Hy or the exchanges and the &dllliniatration ot exchange control. Black 

markets would innitably haTe developed to ta.ke advantage of the diaparit;y 

between the official rate and the real alue ot looal ourrenc;y. The wider tho 

dioparit;y between the official rate and the rat.ea prevailing in tbe black 

40 

• rkat the treater the incentin to nade the eatabllehed controls ..-.cl to deal . • ... 

in tbe black aarket. It is clearly preferable to eat.oblleh an exchange rate 

that can be uint&ined rl thout the uac of unnecesaal'ily repressin uaaurea. 

liUh an exchange rate ot 75 franco to the dollar tbe controls re­

cently inetituted in French llorth and lleat .t!rioa should eucceed in reduci "i 

blaok market oparationa and other evaaiona. It ia not in the iDmediate or 

1\lture inter.oata "Of the people ot Franoe and tha Frenob empire to establish 

an excbal!il rate tbat does not reneot the Nal. Y&lua of the franc and 'IIIIich 

cannot be uinteined rltbout ..,.rely diaturbinc the econ<>m.c balance. 

It 1a iooportant to atreaa t.hat al'ter hootilltiu caaaa a rete ot 75 franca 

to the dollar can oontribllte .,re actinl7 to 1nd11.1tr1&1, financial ..-.c1 

buoi,.N reo......,. 1n Fnnce than a rate ot ·4).90 trance to the dollar. 1 

groul7 ournlued true 'rlll ineTitabl;r paY& tho .,.,. tor serioll.l depreci­

ation attar the war at the ,..,. tiae liMn France would be 110at eager to 

Mni!aet et.reactb in bar Ollrnft07 rather than waakneaa. It would appear 

that 1t a turthar adjuot.Mnt of tbe tronc rata beoo.eo naceeaary after the 

war beoauae of baaio d1aequilibr1• it obould thon be poeeible tor Ftwlcfe 

to Mke the requiaite &dj,.t.Mnt 11U.ber Qpward or downw.rd troa a rate of . 

(2) 
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'IS trance to the dollar with leas diaturb&nee than troa a rate of 4).90 

tranes to the dollar. 

It 11 possible that econaoic condi tiona 1n ooae of the Slll&ller French 

colonial areas could juatif;y a b1gher nlue for the local franc in 8\ICh 

areas than ?S francs to the dollar. 1fe are not fllll;y eno1J8h info,.,..d 011 

this point to express a definite '11.,.. llowever, it is hardl;y Ukel;y that 

durlll! tho put two and one-half years these areas ban been subjected to 

81\Y considerable extent to the 1nflst1ona,.,. !oreea reaolting fr<a oe.-n 

occupetion of continental Pl'anee. Scae of these a.reaa hno been conred 

b;y the credit 81\d financial agreements with Great Britain 11bich be<re added 

to the strength of their currency. Under an,y eirciiiUtancea the rate of ex­

change in IUCh colonial areas cannot be a significant !actor 1n the d eter­

mination of an appropriate rate for French North and 11eet Africa. Because 

or the great role of French North and 11eat .Urica it) tho economy ot tba 

,.,._,ch •Jiir• 1.t ia of the ut.ost iJoportance to aet the exet.nge rate !or 

the franc on the basis ot ec011a.ic and _,eter;y conditione ill these central 

areas rather than 011 condi tiooa 1n colonial areas of llmall econoadc iapor­

tance. (Por lisenhower eigned Marshall) 

lloreOTG' an edditlooal !actor 11b1ch the .l.nl;y 1101>1d probehl7 wish to 

coneider 1e that it would be ..,oily unt~~ to .a.erican t roope stationed 1n 

Prench North and •st. .t.trioa to require tbom to accept and use a local 

currenCJ oonalderahly o...nalued ill te:ru ot the dollar. In juatice to 

these lltn the estehliabed rate IIQ8t. renact .. tar .. poaeiblo tbe real 

nlue of the local currency in wbich the7 are paid md 111 tb which tbe7 aust 

ake thai r purobt.oeo. U the rate ot 4). 90 franco to the dollar were in 

(3) 
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ertect, the Allorican oolclier recei Yin& any part of bio pay in Freach llorth 

and lleot .Uric& would get !or it little 110r e thM hal! of ite real nlue. 

It would not be l ong he!or e the Alaerican oolclier would become aware of that 

tact. He would ! eel that be ••• being unfairly treated by his own Go•err>­

ment and he would tend to lose confidonoe in those responaible tor ouch 

arrangeaant.e. Tbo cli1'ticultiea of aucb an o•orY&lued n.rroncy, the hardebipa 

iopo .. d on .U.erican troopa u&~ oucb a currency and the Ul..ooill engende red 

urder aucb circum.otanceo are clearly eYident in other countries where that 

eituation preY&ilo. The detenoination of the exchence rate !or French 

llorth and 'leot A!rica was ude with the tulle ot consideration tor the well-

being of the French !lnpi re whose cooperation we oeek and ohose interests 

we defend. lie find it cli!!icult to understand bow My one tully cognbant 

of all the factors in t he situation could regnd a rate of 4J , 9Q f rancs to 

the dollar or any other rate that pl aceo a higher Yalue on t he franc pref eJ'­

able to tbe rate of ?5 francs to tbe dollar, 

ll.areball 

(4 ) 

SIC RET 
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What the President said was that the Treasury 
wan ted to go f rom 75 down to 50 by steps which would 
have given the speculators a chance to make a lot of 
money. It just isn ' t so and I want to clear this up 
wi th the President. 

43 
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llarch 27, 1~8 

Dear Cordell: 

I aa .. II cl.111.g 1 w htrn1 th 

ooli!Untial oorretpG114tllot that I 

hut ha4 with tha PrNi4tll.t tocta1. 

Joura ai noerel7, 

(S1ped) l!oiU'7 

Honorable Cor4ell Bull, 

Seortt&P,r ot State. 

By .., ... xgent 1 : L.O )/27/ !,J 

cov1co; ln I:i11ry 

• • • 
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Maroh 27, 194) 

JCr dear Ml'. Pr .. 1dut: 

Attar Cabinet , 1n the dieouaeion Whioh 
Cordell Hull and I had with 7ou, J'OU rererre4 
to the 'l'raaaurJ"'• attitude towar4e the dollar­
rrano rata 1n Korth Atr1oa. I hove rarerenoa 
particularly to the o011111ent 70u lllllda that the 
'l'raaaury apparently ravored a gradual re4uotion 
i n the rrano rata -- a oouraa Whi oh would have 
bean var7 protitabla to the epaoulatore, 

I ahould like to make it olaar that the 
'l'r&aaurJ' at DO time ra-eDded a gradual re4uo­
tion ot the rata nor ballaved that euoh procedure 
wae d .. 1rabla. 

I am aan41ng you herewith a oopy or a 
oabla whioh we eant to General 11eaDhower, on 
Daoambar )1, 1942, explaining our position 1n 
detail in regard to the dollar -rrano rata, 
Th1• oabla a~raeeed not only the 'l'raaeury'e 
viewpoint, but al,eo that ot State e.n4 war. The 
'l'raaaury poe1tion -• arrived at attar 111110h dia­
oueeion 1n wh1oh r apraaantat1vae ot both State 
and ~ar participated. 

Your• ainoarel71 

(....., ........... , ~ •. 

The Praa14an, 

45 
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IIOIIt 

ettMt., \lie AMriMD eol.di• NMl'filll ~pen ~ IWo f/87 1a rr-ll leftll 

.,. w.n .t.tJUa ...u .n t• it. uu1e _.. u... 11a1t et it.e li'Ml 11&1•· . 
It. -u De\ .. ~ ...,_ tM .-..s- •Ulw -u -- - ., t.llet. 

taet.. .. ....u tMl. tM' be - 11e11ac ...rair}T \neW 'lr Ide - Oo••w­

•• ..,.. ._ W1llcl Mall \e 1AoH oaatlMDeo Sa \Mea NopeMillle tor •• 

~·· tiM dimnlt.iee ot •* & oorerftl-.l ~. tlao lluUIIj,pe 

a,nd on Aaerioaa \nope •1111 -b a GUNDOJ ad t1ao 1.U.-wUl. ..,...... 

_...,.,.. oL•-·-.. an olar}T fti..._ 1a o\Mr -rio• •n ~\ 

lllhaU• prnatla. tile det.oa1aat.1• ot tlao ....,.,.. ra\e tor ,.... 

llllrill ..,. len Ablaa - _.. llitla t1ao toaUoot. -uorat.i• tw \lao ..u.­
lllllJII 116 tM rw.e~o Jlll>ift ••• eoapent.i., ,. ..... 8llll •- Sat.enne 

... .., ....... tlJIII 1\ 41tttnlt. \e 'llllllen\allll 11ft 1117- hll7 .. __ 

ot aU ,._ het.en Sa tlao 111.\aat.ion Oftld I"'IU'Il a nt.o ot 4).90 tnnee \. 

tlao dollar • ur o\Mr n\e \bot. JllM• a bipar wlM • tlao tNM preter­

Ule tl tM ate et ., bule t.o ~ dollar. 

(4) 

IIOIIt 

49 

•• • 

Regraded Unclassified



.... .. 

THE SECRETARY Of' STAT£ 

WASHINGTON 

M11rch 30. 1943 

Dear Henry: 

I aa glAd to b&Ye a OOPJ ot the 

confidential oorreepondenoe with the 

President regarding the North Atr1oan 

dollar-trano rate whioh you sent me by 

letter or March 27. 

Sincerely yours, 

The Honorable 

Henry Morgenthau, Jr., 

Secretary ot the Treaeury. 
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UNITED STATES TR&l5UIII WAR FINAIICE CCIOI.I'I'IEE 

BUIJ.ETIN 
U&rch 2?, 1943 

Publicity Ill.rectcrs, War Finance Cclll\litt••• 

In order that "" ~ have somplea o! promotional and 
intorcative literature used by each Federal Reserve District 
in the April drive, I 110uld appreciate it 1! you 110\lld arrange 
te send us copies o! the material used in your district. 

This •terial should include sales lllal'lllale, booklets, 
leaflets or stutters 1 containing descriptions o! the securi­
ties in the April drive and any other helpful advertising 
pieces. 

!'lease send six copies each of this material to: 
Cberles A. Capek, Technical Assistant, Office of the Secretary, 
!loom 196, !.lain Treasury Building, Washington, D. c. 

Later on, I would appreciate your commente on the effective­
ness of any particular part of this material. 

Stuart Peaboey 
Read Advertieing Specialls t 
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PERSONAL 

Dear Henry: 

DEPARTMENT OF STATE 
Of'?tc& 0# P'OftatOH ......... AHD 
~ATtoH Q.w:AA~ 

WASHINGTON. 0 , C •• 

March 27 , 1943 

I send you herewith copy or the correspondence 

between t he President and myself . I am sure that 

you will be interested i n reading it . Thanks agai n . 

Yours, 

The Honorable 

Henry Mor genthau, Jr. , 

Secretary of the Treasury. 
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March 13, 1943 

IJy dear Mr. President : 

When I accepted the appointment as Director 
ot Poreign Relief and Rehabilitation I understood 
that an ~xecutive Order would be issued defining my 
rasoonsibilities and authority. I have been here 
now tor three months and despite my urgent requests 
for such an order and assurances that i t would be 
forthcoming none has as yet been issued. 

The public which assumes that I am operating 
with adequate authority and you aa well as The Congress 
will held me responsible tor relief and rehabilitation. 
Actually I am without any official authority and my 
duties and powers have never been defined. Nor heve 
I been able to ascertain how the neoeassary funds 
will be made available. 

My rela tions with other agencies have been on a 
purely personal basis and t heir judgments and decisions 
rather than my own have been controlling. As a result 
my dealings with them and also with foreign govern­
menta have grown incraaaingly difficult and compli­
cated while my own organization is becoming contused 
and discouraged .• 

The problem of foreign relief and rehabilitation 
1a not only one of the most il!lportant but one of the 
moat difficult tasks confronting us . Under the best 
or circumstances the plann1ng and administration of 
relief and rehabilitation wil l tax to the utmost the 
ability and energy or any organization. It the 
program is to be conducted with any degree of auccesa 
it must have the full and carefully coordinated support 
ot all governmental authorities aa well as of the 
public, 

For 

The Preaident, 

The White House. 

53 

Regraded Unclassified



For these reasons I feel it important at this 
time again to bning the matter to your attention 
and to urge that the order for which I have so 
f requentl y asked, and wi thout which my work is 
seriously hampered, be issued as promptly as possible. 

As you know, on the invitation of the British 
Government and with your approval , I plan to visit 
London as soon as possible in order to discuss with 
the British and other authorities questions of 
mutual interest and concern regarding relief and 
rehabilitation. Unless there is an official recog­
nition of my authority and responsibilities and some 
agreement on the policy of thia Government, I am 
afraid t hat my trip may be not only fruitless but 
might conceivably lead to mi sunderstandings and aerioua 
embarrassment. 

In all the circumstances I hope you will see 
your way clear to issue an order covering my work. 

FaithfUlly yours , 

HERBERT H. LEHMAN 
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M1 dear Governor: 

THE WHITE HOUSE 

tiSHI!fGTON 

ll.arch 111, 1943, 

Pending the working out ot final plana with our 
alliea, I ahould like to define the acopa and duties ot 
your work aa Director ot the ottiee or Foreign Relief and 
Rehabilitation. 

You are authorised to plan, coord.inata , and arrange 
tor the administration ot thie Government•• activitiaa tor 
the relief ot vietiaa ot war 1n areae libera t ed troa Axta 
control through the proviaion ot tood, 1'\lel , clothing, and 
other baaie naoaaaitiea , housing tacilitiaa, .. d.ieal and 
other eaaential aerYicea; and t o facilitate in areas re­
ceiYing raliet the production and tranaportation ot t he .. 
article• and the 1'\lrniahing or ~heee aerYicea , 

In planning, coordinating and arranging tor the 
adminiatration or the above me~oned work, 10u .ay utili&a 
the tac1l1tiea or the Yarioua gOvernment departaenta, agenciaa 
and ottieiala which are equipped to auiat in thie tield and 
you &&1 1aaue to thea auch d.1rect1••• aa 10u deem naceaaar, 
to achie'fa ooneiltenc1 in pol1e1 and coordination 1n ad­
a1n1atration, You aa1 &lao utilise the tacili tiea or auch 
priYate organ1&atioaa and ind.ividuale ae 10u •1 tind helptul 
in 10ur work, 

Your operation• 1n an1 apecitic area abroad will, or 
couraa, be aubject co the approval ct the u. s. military 
oo..andar in that area ao long aa ailitar1 occupat ion con­
tinue&, and 1n aattera or gener al toreign pol1C1 you will 
be guided by the directive• ot the Seoratar1 or State. 

Your work in cha tield will likewiae need t o be 
geared to that ot o.r alliee in accordance with agre ... nta 
reached with resar4 t o the a~iatration or auob 1'\lnotiona 
1n eaoh area. Should a 1JD1te4 Iatione organisation be 
eatabliahed tor pro'fiding reliet and rehabilitation t o Yiottaa 
ot war, the ottioe or Poraisn Reliet and Rehabilitation 
will need adjuataent to facilitate that arrang ... nt to 
the urtma extant pouibla0 
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On your organisation reate a grave reapona1b1lit y 
and challenging opportunity to tacilitate the progreaa ot 
the war and to relieve t he deep. auttering ot thoae under 
Axil domination. I aaeure you ot •Y tull cooperation and 
that ot Peder&l agenciea 1n tielde related to your own. 

Very a1ncerely youre , 

/ a/ Franklin D. Rooeevelt 

Honorable Her bert H. Leha&n, 
Director, Foreign Reliet and Rehabilitation Operationa, 
Department ot State, 
Washington, D. c. 
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FROM: YR. SCHWARZ ' S OFPICB 

TO : ----··.!!!.! .. ~.!~~~~!!-~---·················-··· 

SteTe Early baa not released thie 

letter . I obtained e copy, howeTer, 

trom Tom Reynolds ot the GoTernor•e 

ottice. He eeked thet we consider 

it ee reetrioted until it enpeara 

in the State Depar t ment Bullet in in.• • 

about t wo weeks. 
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!1B 'IB17i BOUSS 

WASHliO'l'OJ 

llarch 19 , 1943 
COPY 

• 1 dear OOYOrDOrt 

PendJ.ng the world.ng out or tlnal plana wl tb Olll' all l ea, 
1 ahould llke to detlne t he aoope and dutlea or JOlll' work aa 
Dlreotor or the Ottlco ot PorolgD Rollot and Reb&bllltatlon, 

You are authorised to plan, ooor41Mte, and arrange tor 
the acla1nhtrot1on or tbia oo ... l'DIIIOnt 1 a a ot1rlt1oa tor t he re-

'iS 

Uat or •1ct111!8 or war 1n a reu llbaratod rro. Ald.a control .•. 
tbroush the proY1a1on ot tood, tual, clotblng, and other bade 
-u1tlaa, bouai.na t'ac1l1U .. , Mdloal aDd other o .. ont1al 
aorrlo••l and to tacllltato 1n areaa rece1•1ng relief uao produc­
tion and trw>aportat10D ot th••• art1ol .. anc1 tbe tllrn1ab1Dg or 
tbaaa aantc••· 

ln pluming, eoordlnattng and arre.nglng tor t he acla1n1atra­
t1on ot the abo•• .. nt1onec1 work, rou aa:r utlllzo the tao111t1ea 
ot the YU'loua e;o••~nt dapertmenta, a geno1•• and ott1o1ala 
-.blob are equipped to au1et 1n tb1a t1elc1 and rou .. ,. lleue to 
thea auoh cUreotl••• aa JOU cia- neo•••arr to aob1••• oonatatenor 
1n pollo7 aDd ooordlnation 1n a4aln1atr at1on, You aa7 alao 
ut1lh• the tao1lit1ea ot auob priYato or e;anhat1ona aDd 
in41Yic1uala aa JOU •1 tind helpful in JOlll' work, 

Yoar operat iona in &nJ apoo1tio are& abroad will, ot couraa, 
be aubJ .. t to the appl"'Yal ot tho u.s . a111t&rJ o ·Ddor in that 
area eo 10QC aa ailltazor oooupatlon oont~a, and 1D aatton ot 
s--Nl. torolgD poUOJ JOU will bo gulded bJ tbe c11roct1YOa ott 
Soorotar)' or State. 

Y- w •k 1n tM tiold. will 1U:ow1ao neod. to bo seared to 
tha' ot - alUoo 1n aooordaoo wltb asro-Dto reaobad with ro• 
pr4 •• tbo a~otNt1on ot -h tunot1ona 1n oaoh area. Should 
a ValW lat1- •c hatton bo ootallllobed tor proY141ng rallot 
Oa4 r ebabllitatlOD •tou .. or -.r, tbe orrtco or Foreign R•­
l1at aDd lohabllUatiOD will DOod. ad.Jv.at:Mnt to tao111tato that 
arronae•nt to tbo ••' aatont poutblo. 

Oa 70111' Ol'p"'••Uon roota a S"•• raopo1l01b111t7 ~ 
•b••l•sha oppertaa!Q to hallltata the prosrou or t h e •r alllll 
to raUno tbo 4oep oul'toriJI& or tbooo UD4or A&lo ,_,•tloa, I 
a aoun JO'l ot 11J 1\all ooopoNUOD aDd tba' ot h .. Nl a paeloo 1D 
thlde r ala tad. to 70111' o•• 

Yarr a1Doorol7 J'OUI'IIo 

1•1 J'RABLIJ D. ROOS'BVBL'r 
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FROM: MR . SCHWARZ'S OFFICE 

TO: ....•.•• !~.~---~-~-~?:.!~.~-'9: ...................... - ..... . 

George Wanders says that he had bean 

away from his ottioa on Thursday, 

that he bed not eve n heard or bea n 

asked about the supposedly "hot" 

rumor, that it sounded to h1m l i ke 

one cooked up just before market 

closing. He is going to some quiet ~ 

checking in hie off ice and will let 

us k.now anything he gets. Ha says 

his editors sho11ld have known better 

than to query Washington, that he, 

too , was amused by the et tent ion 

they gave it in view of the wo rk 

~ that needs to be done in the 1mmsdi-

ate fut11re • 
• 4 • ~) 
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fed OU.ble 

I don't lcnov vbn\ the &rr&JI8eMnt t or I!IQelo le a1: 

llaroh 27, 
1~) 

Olll'n.t«le Rall tor the nlght or the 1 2th , eo I voul4 llb 

t o ~~~>lte t hle eugsee~lon. It the)' oould ge t togeU!er ~ 

or three AN)' bAnda, enough t o n11 the oroh eatra pU, ad 

then a elt Btokutod:l, the l e e.der or the Philadelphia Orohn­

tn, to lead t:beee 0011blned banda, And )'011 might dleouee 

thle vitb ao,. Veloh , and then . dteou.. u vUh ... 

llefl»re ,.,. aelt s~, ynu better 11alte eure that 

a oh1llln oan lead t he Al'a)' band. And 1 t mlf\tl\ ~ a 

r a1ihel' noftl idea to h aft pe.rt Al'!l1 ll.lld pe.rt lfaYy, getting 

part tl'OII 0oftl'IIDI'I Ielan4 and \ he lfaYy band troll the 

llrooltl)'ll lfaYy YU'Il - an4 haft the two togeater. 
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TREASURY DEPARTMENT 

INT ER OFFICII!: COMMUN ICATION 

OA~ Warth 271 1943 

TO 'The Socrete.cy 

I'AOM Ted R. Gamble 

'The purpoee or this meo>or andum 1a to outline u brid'ly 118 

po•oi hle the Advertis ing Section ' t newopape1· operation - both on 
tho con~inuing campaign and on tho Second War Loan Drive. 

l. Oetting the best pos sible ads prer-ared. 

' · Oetting thea. ads as widely used as poeai ble . 

Problem #1 he& heen effectively ~ealt with . lfe went to the 
Advtrlisine Council and throueh them aecured the services of the best 
<O>)'llril~t·r- and art director s in A~terica . llembera of the TI"eaaury'a 
Adv~rthing Section and policy- making o!fic1da o:eet with theoe people 
peri odically to determine policy and they then ,.,.ite our ads . 'The ads 
oru thtn oont out on & r egul&r weekl y schedule t o no ... poper s vmich 
r~to:.ucot them. 

Problem liZ, getting widest poeoibl• use or tho ode, is hardeJ•, 
~ 1\e lllll! m aPPr oJdM,tely l.../;QQ !AI: ~ pdg cyery ~· Jl.2 .Q.t.lw: 
Co·,rrnmrnt dep3rtmmt 2t. privat~ adyerti§'t• .12m U G ~hAl A 
Q.\l , , ' R"'t e opp418D !:h!11A Jl!m Aliqbt ly s ompnrnblc. ll ~ our brJ.irt 
~ Tr ... p,pury D et,rSPiptt a¢u·rti!'ine m JJI At: kW. ll RI 22 ~ 
1hJ.. R:. 2..:.!.:.,h ~ !JJ. ~ Ciovemwnt. depnd p;sntr sojihined . 

f.bnl au tho st.epo we too~, beginnine loot Sept<::lllcr to attain 
•'-1• coverta~? 

1 . ll•:bers o! Cnll&han' ~ Advertiainl! Section """t on 
t ouro throuo.hout the countcy, cnlline on nowopaper 
ad aanagers - who, in tho last an&l:yeir, ar • t he 
key lllcn .. ho either go out or don ' t ao out and sell 
our ade to l ocal sponsore 

2. 'They interested the ad IIW\h8ora in eecurina 1'1ar 
Bond ad•, and in turn l earned many things !rom 
thrg -- tor example, that the most eucceoeful 
opornticn 'till & where newspapers wont out and. sole! 
t:a r Bond ado or. a 52-week baaie , 
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J , One of the bea~ or Uheae 52-week plan• was the 
St. Louis Globe-Democrat plan (aeo. copy attached). 
They got this paper to print, at their expense, 
2,000 copies or a prospectus expleinine this plan, 
and mailed to every daily newspaper in the country . 
b a result , approxi..,.tel.y 200 papers in the 
country now have ai.lllll&r long-term plans - incllld­
ing important centera like 11ew York and Booton. 

4. They beenme closely &ffUi~ted with the Newspaper 
Advertising Executi vu Auocio.t.ion ( coaq»sed or 
450 leading ad aanaaera) . Peter Odegard spoke et 
their co:1vtnt1cn last tall, and they in t urn 
appointed a Treasury Advisory C~ltee which baa 
proven very belptul in securing sponoor•bip. 

5. They asked the baoc1ation t o reco.m.end an outstand­
ing man to work ! or us by calling on newspaper ad 
managers - - and eecured Don Bridge, former ad 
manaser o! the New York Times. Since January he 
bas spent hie time calling on ad manager s , speakins 
at Press Associ ation moctinae, etc . 

6. Designed en "&ppreciati on card" to be sent to 
local sponsors . 

7. Worked closely with State Admir.iatatoro - had 
th<:m call on papero in their states , etc . -
and they were very effective. 

8, Secured llqer Both aervice t o send out our ada 
ritbout cost t o the Treasury, to its list or ' 
4 , 500 ne~opapero . 

9. Innuenced lletro oervice , asain without coet, 
to send our ado to its 2,000 papers. 

10. Utilized Editor & Publisher, Weste1n Newapoper 
Union bulletin, and mMY ot her t rade ~M.gazine• 
and association bulletill• to hMiller our message 
home to newspapers. 
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SECOND WAR lOAN 

Report t roa ILr. Lane o! the 
Advertising Department, 
opec1ricoll y concerning t ho 
AprU Dri ve. 

The Seeond 1\'ar Loan ado have all b een prepared (by Young & 

Rubicaro, Ruthreutf & Ryan and Albert Prank-ouonther Lt.w) and are 
now in production. AI for uoage of tb.,., we belien that they 
will be used even aora widal,y than anything we have ever done 
before. In addition to all our uaual activity outlined previoual,y, 
we are taking the following special atepa, 

1 . We have arranged with Western Newapaper union to 
borrow the f ull-time s ervices of their )4 branch 
llllln&gers throughout the country for a period of 10 
days. These men, experienced newspaper salesmen, 
will aid lllllte riall,y in securing sponsorshi p . 

2 . Secretary Jlorgentbau• & wire to publishers. 

J, Westarn Newapaper Union bae circulArized every dail,y 
and weekl,y newspaper in the co..,t ry, urging tb ... to 
order the ado (see attached). 

4. lleyer Both and lletro are s ervicing tho ado, without 
cos t to us , to their 5,100 newspapers. 

5. All continuing plans such as the St. llouia plan, the 
Boston plan, the Cleveland plan, the New York plan 
(see attached) will be turned over to this drive. 

6 , We have already wired the lB6 leading newspaper ad 
IOillUl&ere and have written to 11&QY more. 

1. '!be latest iaaue of the Ad ll&n&&ere aaaociatian 
bulletin waa dnoted to war Bond advertising . Irving 
Buntman, s ecretary of the aaaociation, bas written to 
the ••bora concerning the s econd liar llo&n, and next 
week Bill Ell,yson, t he president , will follow up with 
a wire. 

6 . Preaton Reid, head of the Finanoial Adv.,rtisera Asso­
ciation, 1a wiring his 600 mebara, urging sponsorship 
of thes e ado. 

9. '!be next iaaue of Editor & Publisher will have as ito 
lead a rticle a piece by Don Bridie on bow to s ell War 
Bond a dvertising. Other trade publica tiona are also 
being covered. 
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10. A portfolio ia being ll&iled out to national advet­
tisers . 

11. A meeting has been held '111 th 2$ mid~westem news- -
paJl41r representatives to plan cooperative soliciting 
of national advertieers. A oimilar meeting is 
planned for New York. 

12. We are plaMing to borrow six or eieht crack news­
paper ad men to ua e as trouble a hooter• 1t the need 
ariau. 

l3. Proofs of all ado are being oont to banks . 

14, A note on each proof M)'8 1 t 1a one of the most U.­
portant ada ever sent out by the Treasury (a ttached), 

1$, '!be American Bankers Aooo<:ia ticn is sending out a 
portfolio to all 11•bers. 

*** * 

Also attached herewith is a recent article in Printer's Ink 
(advertising trade bible ) which describee our continuing newspaper 
operation in som.-what more detail ••• and l'efero to the overall 
Traa.au.r,y advertising operation a'e the greates t and most successful 
in history. 
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EDITOR & PUIILISHER • 

C) POtTNDm 1H 1 .. 

Urges Selling War Bond Ads 
On a Long-Term Schedule 

Special Consultant with Treasury Says Drop 

One-Time "Special" Selling ..• Not a "Tin Cup" 

Procedure •.• Dept. Appreciates Patriotic Ada 

By DON U. BRIDGE 
Sptdcd Couultcmt. U. S. 'IT.cu.-uty O.partm•nl 

• Match 2'1. 1943 
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Ulll1'Eil STA'r:lS T!lEASUR.Y '.1.\.'t !'111.\!ICE CQ.QU1"l'EE 

£Q!!lH£!!Ql! 
' 

!Ior ch 2?, 1943 
Bulletin llo , 2 

194), Iter.> S, Page 2, re!ers to two type• ot :.tanuals , 

The first, for those 10!to will solicit b~ut.'<a , oeeuri ty 

doalcrs, inaurance ca'lpanies and lorue i nvcetol\91 is 

nlreatly in your hands , 1he second, tor GlnAll investors, 

h..~d to bo eliminated because or rreoom·e of. tl."e and 

will not bo produced. 

'?:~ere will, t~1ere!oro , be only ono t!ll:meJ. . 

Stu~ Pcnboey 
llelld Mwrtl.ainc Spec!allst, 

Vfi'C-2 
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liE)(()RANDUll TO: ltr. Thompson 

FROM: ltr. Gamble 

March 2'1, 1943 

Wr. E. H. Letchworth succeeded in contacting 
Congressman Taber at Auburn, New York, yesterday 
morning . As an old-time friend , and in view of 
the fact that Mr. Letchworth's law firm has handled 
some clients in common with l(r. Taber, he was able to 
place the conversation on the basis of a f riend, greatly 
interested in the War Savings work. 

He apprised Congressman Taber of the !act that he, 
Mr. Letchworth, had first-hand, intimate knowledge of 
the effectiveness of all materials currently being dis­
tributed by our organization. He told him of the work 
of the thousands of volunteers in Upstate New York·, 
and the fact that any curtailment of our program would 
result in these people being deprived of the tools with 
which to do their job. Wr. L~tchworth granted that there 
may have been some excesses at the beginning of our program 
when we were trying to acquaint every man, woman and child 
with the War Savings securities and the objectives to be 
achieved· through their sale. He discussed in detail the 
handling of materials to newspapers and told the Congressman 
that, while a f ew papers might not use all the material s 
that we sent them, that the net result was of indispensible 
value to the promotion of our program. 

The Congressmen's reaction at first was that he was 
certain that there had been waste, and that he believed our 
budget could be cut without ever seriously affecting the 
dis tribution of uterials. The Congreuman further stated 
that if he seriously believed that the cut in our budget 
WQ\Ild handicap us in any way, he would not insist on the 
cut . However, he ventured the opinion that we could cut 
our personnel sufficiently to have all of the funds we 
needed for printing and binding. 

The Congressman made some ambiguous reference t o 
all of our W.P.A. writers, etc., that could be lopped ott 
the payroll . 
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''r . Le t chwo r t h talked to him at great l ength 
and the net of t hei r conver sation was that Congressman Taber 
f inal ly agreed tha t he ~uuld reconsider t he position he had 
previously taken when the bill come 11 back to the House. 

l.lr . Letchworth, knowing Mr. Taber as he does, 
ad vi sed me that he was quite pleased with the results of 
his talk, even though he was not able to get t he Congressman 
to 3ay definitely that he would favor the reinsta tement of 
the $1, 600,000. 

I do not think we could have obtained a better person 
t~ talk ~ Congressman Taber and while I have my fingers 
crossed on just what he will do , I think we were wi se to 
~ursue the SecretarY. ' s su~ges tion and I believe we have 
aonc some good. 
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I.:AR 2 7 1943 

II)' dMr llr. S.Cret.&JTI 

I ba•o 70111r lo\ ter ot llaHh 24\h, aDCI • 1n 
ontire aCIOOrd w1U. \be pol1c7 oat Cor\b t or \he 
~ ill \be ~\.al S.meo ot i11Jva<1 
otrleere aDCI oalbhd- qoaal1t1a4 t or o1rtll.ul 
..,..-lc.e. 

1M_,.}! •• appoill~ta ill tho Dopana.au 
are -"J-' t.e C1..U S.meo repl..ati"""• 1 otter 
the _.,u ... \bet 7"" •ITMII with tba C:i..U 
s.mco c:-aa1oa tor the oo\&llllobaoat or an 
oll~bl• roclotor or 80Mit ,.r_., r,.. wiUell 
Ml...u- tor appoiat.e...\ oooold bo Mclo. lt 
~4 ll&noblt ID o.u.Umt ..,.reo t or r 11N1t.eoat 
Uld 7W MJ ·- apoe IIIQ' onUro ooo,.roUOII ill 
tho M\tor. 

(Biped) H. Korret»a., Jr. 

I 1 W.o Pl'llllll-. 

Ill • .....,. et U.. laYJ• 

-

Plloto file in Diary 

F1le to Thom1>bOO 

73 

• • • 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



TREASURY DEPARTMENT 

IN'Hit 0~ COMMUNICATION 

TO Secr et ary Morgenthau 

rRo" Randol ph Paul 

~!y memorandum of March 8 reported the 

termination on March l, at the request of the 

Stat e Depar tment , of the monthly licenses which 

provided for the provisioning of Ma rtinique. 

Foreign Funds Control is advised that foodstuffs 

and other goods originally intended for shipment 

to Martinique and Guadeloupe have , at the 

directi on of the State Department, been 

r equisitioned by the Board of Economic Warfare 

and t urned over to Lend-Lease Administration 

f or sale and dist r ibution in the Netherlands 

West Indies. Goods previously purchased under 

the Martinique agreement and intended for French 

Guiana are now reported to be en route to that 

area. As you know, Fr ench Guiana, hitherto under 

the jurisdiction of Admiral Robert in Martinique, 

broke away from Robert's jurisdiction on March 17. 

~ 
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Tr.uury DepartmeM 7 7 
Dlvlolon ot Yone~ry Beso~reb 

ll/18/42 
Da t•--······-············-··19 

To: Yro. YeHugb 

This l etter to Yr. Caaad.;r wao 

prepared in reaponoe t.o tho 

Secretory's request of Nov, 16th. 

L, Shanahan 

• 
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COlif1DDTl.U. 

Dear llr. Seer• t'"'7; 

.rJillaAL usun lAlii 
or 111\1 roar 

March 25, 1943 

Attontionr Mr. H, D, Vhito 

1 u onelo tioc our eoapilation for the voel< ended 

March 17, 1943, obovinc dollar diob~roe~nto out nt tbo Britioh 

~pire and rrencb aeeountll at thh bAA~< and tbo ••an• b:- >ilicb 

the&e erpendituree ~ere !in~nced. 

Fnithf~lly yo~ro, 

/of L. W, Knoke 

L . v. lnol<o, 
Viet Protident. 

'l'bo Honorable lonry llor«<ntuu, J r, , 
So oro tal')' of \he ~roaoury, 
VatrblJi«toa, D, C. 

llleloove 

• 
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TREASURY DEPARTMENT 

INTER OFJriCE COMMUNICATION 

....... 
Secretary Horgenthau March 27 , 1943 

•~o" Frances McCathran 

COtiTROVERSIAL ISSUES BEFORE CONGRESS 

1. TRx Legi s lation - Whether any significant progr ess was 
.~de in the House of Reoresentatives yesterday in the second 

day of the "Battle of Taxes" is a quest i on of debate . 
Chair~an Doughton, leading advocate of ~he Ways and Means 
Committee plan and Reoresentative Ditter charged heatedly ~ 
that the other was playing ooli tics in bitter verbal ex­
chenge yesterday, but both agreed later to erase their 
re~arks from the record . As proponents of all three maJor 
ol~ns claim to have the necessary support lined uo and as 
ot hers claim that none of the oroposals has maJor ity back­
ing, the gener a l consensus of opinion i n the House would be 
diff icult to ca lculate. Before the voting actually begins, 
u,or eover , some of the "borderline cases" may shift their · 
views, thus upsett i ng any nreliminary predi cti ons . How- · 
ever, at the moment support apoears to be veering toward 
some form of compr omise plan such as the Forand- Robertson 
.et hod , branded by some as '' social istic,'' or the ''second 
Dough ton p lan" which would cnncel half s year 1 s t ax instead 
of the fu ll year of forgiveness of the Carlson version . 
Perhaps the most seri ous charge leveled at the 'llays and 
}!eans plan in the discussion yesterday was Representative 
Dewey ' s claim that the discount features of the plan would 
undermine the whole war financing urogram . A wealthy in­
vestor, accor ding to De'iley, would get a higher "interest 
rate" by cashing in his government bonds and paying his 
t axes ahead of time . "We shoul d look wit h grave concern," 
he added, "on any olan that will unsettle the security 
market •11hich the Secretar y of the Treasury has already 
announced wi ll have t o absor b 13,000, 000, 000 in gover nment 
securities dur i ng the month of Aoril." Whether other 
financial expert s consi der this feature of the ':lays and 
Keane prooosal a serious threat to financial stability has 
not been determined, however . 

? Farm Parity - The Administration ga ined a point and lost 
a ooint yesterday in its fight to orevent any radical changes 
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1n farm prices which would uoset the whole anti - inflation 
orogram . On the ''plus" side, t he Senate yesterday voted 

85 

to recommit the Pace Bill {farm labor costs in parity) to 
the Agriculture Committee for further study. One view of 
this action i s that the f arm bl oc wishes to leave the matter 
undecided unti l after t he Lewi s coal mine strike i ssue has 
reached e sett l ement, thus abso lving the far ming elements 
frorn anr, charge of starting an inflationary spiral. However, 
on the 'minus " si de of the l edger, the Senate passed a House 
~mendment to the Bankhead Bill , waking the measure an amend­
ment t o the Price Control Act . This would limit the apo li­
c~ tion of the bill , originally submitted as permanent legis-
lation, to the duration of t he war an~ six months after . ~ 
The Bankhead Bill, which would orevPnt the deduction of any • 
government subsidies in f ar m oar i ty ca lculations, would 
increase t he ~nnual cost of f ood by 2 billion dol lars, ac­
cordi ng to OrA esti~ates . 
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On 25th/26th, a :iaval Albacore ~robably sank an £- boat 
off ~1~ppe . ~ hllied Preach escort veasol was torpedoed and ·~­
:'• s terday Nor tn We$ t or .>r!". 

2 . nt.:J).fo.lA· 

llth Arr.:y , During 24th/25, our Infantr y occupied 
1 url.hor .round South or the ~lad1 Z1czaou und about 3 1.1Ues l!laot 
of tho main road . The ro•d MedeninB-Hallu! -Bir Soltene is no~ 
1n our h. nels . Captures up to 24th - Priaomrs: about 100 
off>r:ers and 2700 other ranks ; Guns: 57; TonJes : 30 captured 
o>' dos \royocl . 

!l.L__~c-~t:. 25th. In the morninll a li.lht enegy 
att.ck asaliUt"t'iii"ll':"'i. Int:antry Division "as repulsed . U. S . 
araow·ed forces oade further ett&cks on ene~ positions 1n the 
_ass 7 e~Uea Sust o1: llak.nassy, stroll(. eneQY oir reaction to 
th1D oper4t1on. 

8~. Some Japanese troops have crossed the Wayu 
!liver 12 mllea !lorth of Rathedaunt and on 26tll our forces "ere 
•~••~ina about 300 enemy. 

3. .ti.D1 O"fjRI,TIONS. 

\loa tern Fro~t . 26th. Fichter a ond f1~htex· bombers 
attocl:ed transport an other objectives in Northern Fr. nee and 
Bel~.oiwn. 2 olectrical transformer 'tations 'tero •oriously d•••~Lecl 
•nd several locomotives destr oyed or damaced . 

26th/27th. FollO\fina aircr df t 
desp~tched - Duisburg 457 (4 miss~ and 2.in the sea); . 
Leaflets 5. Ther e was thick cloud over Duiabura . The first 
sky-marker floras are reported to have been dropped about a 
~uat· ter or an hour late and .-:ere scattered. The IJ.ow of severs~ 
J'>ros was seen thro~~~Sh the clouds . 

iflmisio,. 24th. u.S . heavy boabera attac .eel shipp~ 
ot F~rryv 8 und hit 1 medium one! 2 &wall ohi?S , U. S . 
•rt1uc boe~bers attacked 2 airfields destrqyin& aevor, l aircraft 

on tho eround . Fi~hters ~nd f1~hter bombers effectively 
att.rked !J .T. and tan::s 1ri -.he battle area . .;t ni:lht 132 
b001b ·rr. att~tclted enemy concentrations South of El Hallllla . 

25'th. Two airflelds ><ere attac!ted by 
li_,ht bombers , tlln!{S and ea111ps 1n tho bottle oros were 
continuously o ttacked by fiehtors . Dul'illb these opol'l tions 
~noi.JY oosudties - 17 19 , ours - 9 nU 8 . 

lt~nd SiCilY· 24th/25'th . Liborutors ·a ttac~ed 
the truin-terry terMinus at l;iessina clrOJIPinc 21 ton!~ . 

25th/26th. A Ko•o.uito uochine 
t>Mocl and dauo&ed 4 electric tro1ns between Ro1Je ond Naples . 

• 1!.1\i.:n!! 24 th/25't h. 
TC>UI>:loo a 1rriOici. 

Liberotoc•a clro;>ped 8 ton& on 

25'th . 6 enelll)' bombers ~ ttac...ed l of our 
nrhelcla South of Chitto;,on:; ac1cl do ... q,ed " a ir<lraft on the &round. 
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OpfEL ,0. 104 

The tollowine is supplementary reou.e ot operational 
events co•erine the period 2oth to 27th Matoh. 

1. l!AJA.L 
Sabarnboret , Lutz~, llur~PI 
!>our Garman 4eetroyera now 

l!fiTE~~¥· Reports reoe1ved ot three ehipa sunk by 
K.K. aubma~ hea~~ t1on to small oratt, 

Durinc the ... k "20 to 26 inclusive 
submarine• and aircratt. ln a IIOJ:i'!l · 
reported two .. eks aco tor!Hidoed 

no11 sunk. ln addition one SWEDISll and 
overdue .and. preaWDed lost . ln another 

Greek ship reported torpedoed have sunk, 
ot the 14 reported tor~edoed last week in 
oonvoy has arrived undaMil&ed. One out'llard 

p~esumed torpedoed and sunk. A llorwes1an ship 
2 week• ago torpedoed 1n ICELAND (C) area has reached 
u.ndamaged apd tbe 1 u .s . ahipa reported torpedoed in 

convoy ~ptt ot GEORGETOWN have all reaohod port, 4 of them in tow. 
One Dutoh ship torpedoed. and sunk ott BRAZILIAN coast 1 
Panamanian ship torpedoed and Sunk ott 80UTIIVI&6T AFRIOA. One u.s. 
oh1p reported attacked now know to have sunk 1.n BroTH ATLAJifiC. 
One Brt thh ah1p reported. last week torpedoed NORri!WEST or 
(?!lERIIA) foundered 1n bea:ry -ather, Two lluu1an eh1ps reported 
torpedoed and sunk 1n FAR EAST 1n mid. February, .Urcratt torpedoed 
2 Brithb abipo 1n IIOR'l'H ATLAIITIC1 one ..tl1cb •e 1n convoy saok, 
Ott P'R!'IICH IIORTH AFRICA atrontt torpedoed. 1 Norwec1an tanker and 
1 Br1t11h ebtp and a~ latter, 1n M!DrrBRnANEAII 1 Britioh and 
1 Greek ahip ounl< 1n barbour by air attaok, One Br 1 tllh ahip 1n 
convor ott EAST Al«lLU sunk by !line , 

l.BA.ll!:ll. Reoonnaiuance 13th TOULON 1h011ed that atnce J 
2lat Februa~daaaced cruiser baa entered dry dock and 1 destroy& 
has mo•ed. troa the roads to the port, Three eullalarines have 
arrived , Br end or February estimated that not more than 380,000 
tons (•o,tl)' unserviceable) ot original 8009000 tone French 
shipp1ft1 reMained in French NIDIT~RRAIII!AII porto. Fourteen tanker• 
totallina 9~,092 tona h&ve been tranaterred to Ital~ porta, 

l.ll&I!.E. llllports in convor into U.K. week ending 2oth 
811,000 tone-of Which 26o,ooo oil. 

2. MI L:g'ABX 

%lli!UI.Il. .U•houch the trcntal att&cl< on the IWlETH 
PD
6
e1tiona illliOE •intatn the br14cehea4 obtatno4 durin& the first 

3 hours e~r tntenaa air and artl llerr pr eaeure ha4 telltnc ettect 
on tha ene.,.. Wel.aht or OW' attaok .... aubaequentlJ ebitted to 
the latt flank aJd tbia threat wae auiated by the ll.s. preuure 
troa the Jorth . Jo oJ>ance n\Uiber ene.., 4hid.Oft.l 1n rutll6U, 
latiated .. I'Yioeable tanka approrxiate]J - CI!I!IIA.L TIJ!I.I~~1 _zo o.,.., ot ..,ioh larce •joritr btlined on !L OUITUB-~-x 
tronte, :ro Italian. Scvti!BII!f TlJJISIA - 8o-90 Ga....,, It appears 
that &netiJ toroee n011 operatine in !IORr'l!l\!1 rti!IISIA are al110at 
enti~lJ intantrr tormat1ona, ~ 
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lRAtiCB. Recent r eports Geraan troop concentrations 
vtctn1ty sPAJI!R front ier much exacserate4 and not suppor ted by 
reliable evidence , Believed three divisions (2 tntantry and 1 
reserve) and r emnants one ..,uled Panaer didaion trom !IISSIA 1n 
whole rrontiar area . Possible also area inoreaaincly used tor 
trdn1ng. RUmours of extensive concentrations put out by enemy. 

aYBMA. Japanese battle caaualtiea BURUl let October 1942 
to 28th Fe~ry 1943 eatimatecli by cround action killed 400, 
wounded 900! by air action, ldl ed 6001 wol.lft4e4 600. 

FIN~! · No activity has been reported in FINLlJID ' apart 
rro~ minor pa ro s since sprinc or 1942. 

I!O~r F~N~. Area !forth of line KEJJI~LOUHI occupied 
by 9 German~ls o~4 mountain, 1 S.S, an<! 4 infantry) . ~upplies 
routed via PETSAJ~O and KIRKENES from NORTH and KElii and OUOU from 
SOUT'I. Bulk or latter routed via BALTIC to Finnish ports Gulf of 
BOTRNIA 1 then rail to ROVA!fiBKI 1 ector t ransport thereafter . 

boebers 
t....,<liate 

SOUTH fii'LAN!). lllllllber ot Gerctan troops negligible, 

low l aval attack 

Night. Bomber Command flow 872 eorties 
and lost ? aircraft. Operations curtai l ed by tog. Only 2 large 
operations ST. I!AZAIRE believed very successful nnd DUISBURG very 
heavr attRok. 58 enemy aircraft plotted ovor U,K, or which 11 
destroyed , 6 ot them crashed in this country on 24/25 ! rom unknown 
onusos in conditions or tog and low visibility. , 

IYH~. Air operations on very haavr soalo ·mostly 
against GABEShdRETH area. Considerable suocau a&niruot enemy's 
tan.~s and ti.T. , particularly by Hurricane tank busters and K1tty­
ha~ko . Number of tanks clestroye¢ and considerable number other 
vbhicles destroyed or damage<! . Many successful attecks on ene=f 
a irfialcla ~nd docks, One large ship probably sunk orr CAPE BON and 
l ~edium and 2 small ships hit off PERRYVILLE. 

ship or 
set on 

believed destroyer torpedoed . One 
torpe<loed. One 1 1000 ton ship 

vessel hit, Aircraft from VALTA 
":,:~~:~at!;;~;: 30 lOCOCIOtiVOS in SICILY and SOOTH 

l>nlPJ1l1lfti at PALE!UIO bocabed by a force of U.S. 
esoort . Attack most tucceasful and 12 

enemy fighters destroyed. 

RusiiA. Air activity by both sides all along the tront 
fairly heayyn spite or sort ground. No~ oeems cloar that Ger~ns 
in their rooont OONETS counter orrenoivo domondocl and obtained an 
exceptional etrort !rom their air tor co. Oper a tiona were sustained 
on a r emarkable soale throughout. This indicates surprising 
recovery by German Air Foroe since , follo~ing tho retreat from the 
0011 and CAUCASUS, everythinc point ed to both ito str ength and 
•erv1ceability he.vi~ been seriously reduced. Renewed use or old 
b~ses occupied durin& previous winter and bad woathor in January 
and February may have rendered possible a oonoiderable amount or 
roora.,iaation and refitting. !levorthelesa, a 1eoond peri od of 
rost and rocupor,t1on now seems necessary , particularly since more 
than halt the total bom~r and close support rorceo on the whole 
Ruaot•n front are believed to have been concentr ate<! tor the 
DO~s operations , 

- 2 -
' 
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VEGESA~A . Photographs taken after u.s. daylight att~ok 
1Rth show thnt a least 1 shiP,Vard kno~ to be building U-boats was 
v~ry ho~vily damaged. 

~I~ ~d ~~. German press announced extra fUel 
~llowances~r e~{rig~htin& to families affected by the 
bre~kdown of the gas supply at HDNICH and e~ra food rations for 
the population of NUREHBEHG 'after. r ecent R.A.F. raids . -

Gtf'!Af! CIVIL~ l!ORt.f!· Reports describo a growing 
dissat isfAc on among ~ popu tion of towns recently attacked 
att r ibutable to two main causes , 

ia) Apparent inefficiency of German Air Force and anti­
aircraft artillery in preventing success of our 
raids, 

(b) Re~edial measures for homeless no longer adequate 
especially as regards replacement of fUrniture, 
household requisites and crockery or which there 
is a chronic shortage . 

BAfLWAYiy Reported that by middle or January locomotive 
losses from ow-f 1ng attacks in FRANCE, L<r.¥ COIW!'RIES and GER.IAllY 
.,er e nveraging 150 per month; in FRAIICE and BELGIUU these losses 
were being augment ed by sabotatie . In SICILY and SOUTHERN ITALY 
about 50 looomotives have bacn put out of action since January, 

5. HOr!E SECQRITX 

Some scattered industrinl damage chiefly on TYNESIDB and 
in NORFOLK! most significant incident at ASHFORD Railway ~orks ~n 
24th. Est mnted civflian casualties week ending 24th six A. M. 
killed two, seriously wounded 11. 

, 

\ 
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OP!'EL 1!0.102. 

Infon:>ation received up to 7 a , m, 28th !larch, 1943. 

1. MfLITARX. 

TU!i!SU, 8th ~. 26th, In the Coastal Sector th6re 
'lAB PQtrol activity fUrther south, Indian Division mdo good ,rogress 
tonarda the TOUJ.UIE AREA ~ many Italian _prioonors , Soutb- :l<!st of Et 
!W~I.I. oxcellent progre"" ll38 lM.de astride road by II.Z. Divieiol>.~~tnportod , 
by a U.K. Armoured Brigade, 27th, The advaneo to1llll'd3 TOUJAl'lE """ delayed 
by mines and aneiii!Y resiatance but the Indian Division 10ado good progress , 
South-woet of EL IUJI!,IA U ,K, Armoured Forpea advanced in the early 1110rninr, 
and by 1145 A.M. some of them were reported 2 miles fi'om the village , 
Mopping up operations by Now Zealand infMtry !IGre tll-ld.Jlf, place on the h11Jh 
ground and on DJEBEL TliEAGA againet st1Ct' opposition, u.s. Sector , !Carly 
on the 27th a U.S. attack reached an aron 10 milos South- qost of FOIIDOUK 
after moetiniJ slight opposition. 

2 • AIR QPHR.\TIOUS. 

HESTER!Il"RRllT. 26th/27th, DUISBORG, Mo9 .toDB II.E. and 
485 tone I.B. dropped including 145 41 ()()()..lb, H,E, and ovor 14,000 J(>olb, 
inccndia.ries. Bolobing appears to bl\.,.. been d1opersed over a t"'ide area. 
l'airlJ severe heavy A, A. Searc:hl.1r.hts inetr•ctive , 2?tb, 5 l !osquitoes 
bo!obod Henselo ing1neering ''orka fioo11 low level, 27th/28th, l'ollouine 
airoro.ft deapatched - Bau.IN 396 (9 missing) Sea-mining 24, Leaflets -
ORI.&ItS and ROUE!! 4. Preliminary reports BPJILlN oOMplete cloud, route clear, 
but haey over objective which was attacked by about SO per cent of t he force . 
~ fires reported . over a large aroa ot the city, 

I~Wl§l.A. 25th, 22 U.S. Fortroooes bombed SOUSSE hitting 
ono lArge ship, 25th/26th, 133 bombers dropped 182 tone on enemy can­
centrationo around EL MAMMA, 23 Bisleya bombed and hit a train and fuel 
dump North at GAllES and the docks at SFAX, 26th, 191 Fighters and Fighter 
Bombers attacked enemy concentrations around EL ~,about 300 vehicles 
mll'e doetroyed or dallaged, 13 or these aircraft are mining. Fuel install• 

ationa and an airfield ""re also bombed. 

Dllll!ll· 26th, 12 Blenheiaa bombed lllliU on C!III:D:n:N RIVI:ll 
and 5 Blenbliaa IIAIU, Beaufightere attacked TOUl..OO J.IRI'IEI» bet-le&ll. RANOOOti 
and IW'Il.AUI, 25 enelll)' bollbere atteclced llAUNGD.lll hitting an a-un!ticbl ciUIIJ> 
and petrol aton. 

• 
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liaroh 29, 194a 
9:05 a.m. 

INTERGOVERNli.ENTAL F ! SCAL hELA'riONS 

Present: Mr. Blough 

H.ii. JR: Uoy, confession is good for t he soul. 
You most likely know what I am going to t ell you, but 
I haven't looked at this thing. (Indicating "Inter­
governmental Fiscal kelations" report , Volume I. ) 

Isn't it best to start with me on page fifty- two? 

WR. BLOUGH: I imagine so , because most of that was 
copied off and put in the press release and it is a sort 
of a short cut. 

H.M.JR: Let me start reading and see what I don't 
underste.nd. 

"Silllllllt.ry of ttecomendations in Terms of an Action 
Program for hach Level of Government . I. Federal 
Government. A. For immediate action. 1. Negotiate 
with State representatives and pass legislation to create 
a Federal-St ate Fiscal Authority. · 

KR. BLOUGH: I don 't think that you need t o take any 
position on any of these if you don't ~ ieh to, t oday. 
You could very well tell the press that you think this is 
an excellent report, that so fa r as the recommendations 
are concerned - they are recommendations to you - that 
they deserve very careful consideration! that many of 
t hem will be put into operation, but that this isn't the 
time to indicate Just which ones you think are good and 
which ones you think are bad. I don't think that you have 
to take positions on all these t hings today. 

H.II. JR: 1 will go through them with you. 

• 
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MR. BLOUGH: I think you should, but you don't need 
to take positions on them. 

H.M. JR: "2. Amend the income tax law to make "tate 
income taxes deductible on an accrual basis even though 
other expenses are reported on a cash basi a." 

YR. BLOUGH: That is a minor point, 

H.J.I. JR: "3. ftevise , modernize , and broaden the death 
tax credit. • 

That is just bringing that up to date . They won't 
ask me on that. 

Mk. BLOUGH : I think the emphasis has al l been placed 
on this number one - this Federal-State fiscal AUthority -
to promote cooperation and promote Federal Government 
considering the States when it is passing l egislation. 
They had in mind there a three-man body. 

H.M.JR: I read that . 

"4. Give the l<ederal estate tax a thorough overhaul­
ing, integrating death and gift taxes, substantially reduc­
ing exemptions and coordinating the Federal and ~tate 
taxea. 

"5. bliminate t ax-exempt securities in a manner to 
secure :.tates and municipa.li ties against loss arising from 
the taxability of their securities. " 

Wk. BLOUGH: That devioe that i s suggested in there ia 
tbat the lederal uovet~ent might give the States a subsidy 
of, aay, half a percent interest in order to make u~ for 
the half percent they may lose when tax exemption 1s 
taken away. It isn ' t made as an ironc!ad recommendation, 
but if a compromise is necessary , they suggest that. 

H.M.JR: I don't think I need to take any position on 
that. 

WR. BLOUGH: No. 
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II.!I. . JR: "6. Defeat discriminati on resUlting from 
utate community-property .Laws bf providing that they 
shall not apply in the opera tion of Federal Tax laws. 

"7. Provide a clearing house and 'board of appeals ' 
(Federal-~tate Fiscal Authority) for more careful and 
consis tent treatment of p~ents in lieu of property 
taxes on Federall y Q~~ed property. Such payments should 
be generous, especially during the war. 

"8. Provide a special joint committee of Congress to 
consider legislative proposals for payments in lieu of 
t axes; provide facilities for maintaining a pe~ent in­
ventory of Government property. • 

"In lieu of taxes, • what does that mean? 

MJ\. BLOUGH: 'i hat is muoh simi.Lar to the previous one, 
that ~hen we have these local housing pro jects, the Govern­
ment takes over a cantonment, for in stance, they make pro­
vision i n lieu of taxes - they suggest a special joint 
co~~ittee to work on that so as to get it consistent. 

li .!A. JR: "II. Allow :>tate sales tax application to 
contractors working on Gove rnment orders. " 

Are we for that? 

MR. BLOUGH: We took the position 
when the .Legislation to prevent it was 
Congresa. 

in favor of this 
up last year before 

H.M. JR: This is in tune with what we did? 

MR. BLOUGH: Yea, with what we did 1aet year. 

H.h! . JR: "10. Modify and improve the coordination and 
efficiency in unemployment compensation by increasing the 
Federal credit f r om 90 to 100 percent and requiring the 
States t o furnish part of the coat of administ ration . " 

"Federal credit, " what is that? 

• . . 

Regraded Unclassified



94 

- 4 -

~{R. BLOUGH : Tnat really geta over into social aecurit7. 

H.M. JR: If we start that, we would be here the rest 
of the day. 

MR. BLOUGH: absolutely. 

H.M.JR: "11. Disallow sales taxes as a deduction in 
Feder&! income tax practice; i1' the deduction is reta1ned, 
make it genera! and not conditioned upon certai.n tecnni­
ca!ities in the t ex l&W. " 

I understand. 

"lit. 
tax J.aws. 

Pay more heed to cost of compliance in framing 

"13. t.xtend the l..iviJ. :>ervice coverage to include 
lil! personnel engaged in Federal tax adlllinistration. " 

MR. BLOUGH : 1'hat means coHectors and deputy 
collectors. 

H.!.I. JR: "!4. Consider the provision of a suitabJ.e 
bond instrumentality for t he investment of :>tate and !oca! 
surplus funds during the war. " 

M.R. BLOUGii: He point a out in the footnote that 
that has been more or J.esa taken care of already in this 
Victory Fund. 

H.M.JR: (Continuing) "Tnis might take the form of a 
non-negotiable bond redeemeb!e after the emergency or upon 
a showing of war-created need, and to be matched by the 
Federal Government if used for approved pubJ.iC works. 

"15 . ~ontinue and enhance cooperative effor ts to im• 
prove :>tate and !ocaJ. accounting and reporting; provide 
annual compilation of coat of government and .total taxes. 

"!6. Expend more effort on •·edera!-State oouaboration 
in the administrat ion of overlapping taxes. 
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"17. Repeal the automobile uae tax, or, if i t is re­
tained, require receipt as a condition for obtaining a 
State J.ioense. " 

what does that mean? 

!Ali. BLOUGH: You know our fi ve-doJ.lar sticker which 
we coJ.J.ect from some people and not from others - they 
would prefer it to be repeaJ.ed; if retained, tie it in 
wi th the State J.icense so we will be aure to coJ.J.ect all 
of i t, making it prerequisite in purchasing a State 
license . 

H.U. JR: My man on the farm made an interesting comment. 
He pays twenty-five doHars for a State automobile license. 
He said, "I can only use it one- tenth as much as I could, 
but my license is just the same. I don't ~et as much use , 
why should I have to pay as much? Why don t they reduce 
the prices?" He is right from his standpoint. 

MR. BLOUGH: Yes , but they have ass revenue from 
the cars on the road, but still have to keep the roads 
up - although somewhat J.ess. 

H.M. JR: I hadn't thought of i t i.n just that way. 

"18. Further promote better uniform governmental 
accounting and report ing. 

"19. Assume t he responsibility of annual calcuJ.ation 
and pubJ.icat ion of the over-all cost of government and other 
fundamental fiscal data." 

That ia au right . 

"20. Cultivate an attitude~icb regards ~tates and 
loouities as partners in a joint enterprise." 

That would be done through that coiii!Jli.ttee'f 
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MR. IJLOUGH: Yes. 

H.M.JR: "B. For immediate or future action. 

"~1 . Develop in consul tation with the ~tates, stan­
dard rules for income and death tax jurisdiction; develop 
suitable rewards for ~tate compliance with these rules and 
other suitable procedures so that the Federal Government 
may serve as an umpire in multiple taxation disputes. 

~~~~ . Develop in consultation with the ..>tates rules 
of uniform income tax procedure; promote the adoption of 
$UCh rules looking toward single administration of a rela­
tively uniform ~tate and Federal income tax. " 

Mlt. BLOOGH: 4hat is so Nn York and Connecticut 
w~n't tax the same income or the same estate twice and to 
divide them equitably and get the same rules in effect 
throughout the United Stat es. 

H.M .JR: IJefinitely, throughout the United States. 

"23. Adopt a tederal-Co!leotion-State-;:ihari ng program 
for the tobacco tax. " 

We collect it and pay a portion to the States? 

lo(R. BLvUGH: Yes. 

H.~.JR: ·~4 . ~naot legislation providing for reder~l 
incorporation of corporations doing an interstate busiDess . 

"~b . Provide distribution of welfare grants to the 
States through a graduated bracKet system as suggested in 
1..onnally amendment . " 

MR. BLOUGH: '.l.hat is the social security again. 

H.M. JR: "C . For future action. 

"~6. Abandon motor vehicle taxes to the States reserv­
ing t he right to tax motor fuel uaeo in aviation. " 
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\mat the beck is that ? 

Mit. BLVUGH: The Federal Government didn 't formerly 
impose any gasoline tax. Now, their point is this , that 
for the futu!'e, when the revenue situation pel'lllits , let the 
Feder~l Go ve rnment abandon the gasoline tax on motor fuel, 
and let i t impose a gasoline tax on aviation fuel , and let 
the ~tates abandon the aviation fuel t axation. 

H.U. Jh: Looking to the future? 

UR. BLOUGH: Yes, thia is for futur e action. 

H.MJ R: "27 . Inaugurate a thorougn study of the coat 
of tax compliance and the burden of mUltiple taxation on 
int erstate companies; reserve action on centralization of 
business taxes until this evidence is avai lable . 

"28 . Use a public investment technique (if necessary) 
to cope with post-war deflat ion and unemployment; dual 
budget ; creat ive publ ic works (health, housing, nutri tion, 
and regional development) ; full !iquidation of outlays." 

1'hat is i nte.resting . I think they will be interested 
in that. 

"2\l . Reduce repressiveness of the tax system by de­
emphasizing business taxes and by equal izing burden upon 
equity- financed companies compared with those financed by 
means of indebtedness {through a partial credit to the 
corporation fo r dividends paid out) . • 

MR. BLOUGH: That is your interest deduction - no, 
dividend deduction, so that the corporation that is 
financed through bonds is better off than the corporation 
financed thro~gh stocks . 

H.M.JR: "30. Broaden Federal aid t o include relief 
and element ary education. 
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"3!. Broaden the Social !;ecuri ty program to include 
uncovered groups under old-age ineurnnce and unemployment 
compensation . This would not only provide more equitable 
coverage , but would also make possible some simplification 
of payroll taxes . 
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11 32. 
education 
grant. 

kecognize a national minimum status for elementary 
by provision of a differential (equalization ) 

"33. J'rovide oontrou which YliH insure improvement .• , 
i n the division of educational revenues, locai districting, 
and the quality of the educational product, at the same 
time insuring again st coercive interference with local 
autonOtiiJ' and minwty vi ews concerning education. 

"34. Provide for Feoeral schol&rshipe to insure t he 
adequate development of talent through higher education. 

"35. In the interest of s implificatlon , repeal 
Federal liquor license fees retaining licenses where needed 
for administration." 

14lt. BLOUGH: 'lhat doesn't mean the liquor tax, but 
t he dual set of licenses. 

I would like, if I mi$ht say on a few of these 
social security ones, I thnk there '111!1 be a tendency 
for some of the reporters to try to t ie this up with the 

11ationu l<esources Planning board - cradle to the grave 
program. 

H.M.JR: Cradle--

MR. BLOUGH : Uon't you remember the cradle to the 
grave - they had a tendency, tiaturday, to try to say thia 
is just another aspect of the cradle to the grave program. 
~hile I think the cradle to the grave program is a very fine 
idea, ~t I think it would be well to completel y separate 
this from it, because it hasn 't had a very good reception 
in some circles, and these are incidentMla which they put 
in, 'llb ich really don ' t relate to the main issue so much. 
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H.M. JR: What is the collaboration between our group 
and the National nesourc~s? 

MR. BLOUGH: The only element of collaboration is 
the fact that Gulick has been in and out of both of them. 
un the other hand, Groves has been very much interested 
in these problems, personally, but he has had nothiag 
to do with that study. 
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H.Y. JR: I got a l etter from ~r. Delano thanking me 
for what the Treasury st aff had done to help them on that ·• 
report . I don ' t know ~hat we did - do you? 

MR. BLOUGH: M1 guess is that that letter was more or 
less routine. We ta!ked with bvelyn Burns, who headed up 
the report , on a number of occasions. I think we gave her 
access, or did give her some compilations we had made, but 
it was of a minor character. So far as I know, we did not 
give them any major help. It was consultation more t han 
61lything else . 

H.M.JR: Didn't I ask the three of you to give me a 
hi8tory of the Treasury on inflation ? 

Uk.BLOUGH : Yes. 

H.!ll. JR: "D. Continge.nt action. 

"36. If a Federal retail sales tax is enacted, pro­
vide legislative implementation and administrat ive action 
to insure the fullest cooperative use of ~tate personnel 
and machine17. 

"II . State Governments . 

"1. Negotiate 'fl'ith Federal 
laborate in the development of a 
Authority. 

representatives and col­
iederal-State Fiscal 

"2. Negotia te with Federu officials and Congress to 
inaugurate a program for the elimination of tax-exempt 
securities in such manner as not to embarrass ~tates and 
municipalities fiscally . 
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"3. Tighten property exa.mption provisions; relax 
ceiling and uniformity requirements as to local property 
tax ' levies; develop more adequat e supervision of prope~ty 
tax administration . 

"4. In collaboration with munioi~uities, ref rain 
from demanding unreasonable war time ud from the Federal 
Government, t hus recognizing the ~portance of local 
independence. 
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"5. ~ipply surplus revenues, where possible, to the 
elimination of debt and the development of a reserve a6ainst 
war time loss of revenue and poet-war need for public works . 

"6. ~ben revenues will permit , allow Federal income 
taxes as a deduction in CAlCUlAting ~tate income taxes. 

MR. BLOUGli : They use this not only as something t he 
Federal Government ought to be doing about it, but something 
the ~tate s ought t o be doing about it , too. 

lUI . JR: .11.11 right . 

"7. ltedouble at t ack on t1•ade barriers, mult iple taxa­
tion, and special inducements for the location of indust~; 
use of education, reciprocal agreements, and interstate 
compacta toward these ends ; pass legislation allowing credit 
to new residents for automobile license taxes paid in the 
same year t o other ~tatea. 

•a. ~ollaborate with the Fedenl Government looking 
toward Federal arbitrat'ion of jurisdictional dispu~es ~d 
joint dete rmination and promotion of uniform pract1ces 10 

income and business taxation espec ially with regard to 
questions of jurisdi ction . 

"9. hrther collaborate with the tederlll Government 
in the Joint administration of overlapping taxes . 

"10. Adopt legiSlation on their own initiative that 
would make payment of Federal automobile use tax a condi tioo 
for the receipt of a ~tate lioense. 
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"11. J.li tigate the rotten borough system by proTiding 
more adequate representation for cities in ~ate legisla­
tures. 

"12. Give more consideration to oi ties in the distri­
bution of shared t axes , particularly motor vehicle taxes. 

' 
"13. Adopt enabling legislation that y,ould pennit 

cities to supplement the general property tax with a rental 
t ax on occuplers. 

"14 . Adopt enabling legislation that ..aula facilitate 
surplus financ1ng during the 11ar. 

"15. Adopt legislation requiring more adequate and 
more uniform governmental accounting and reporting . 

"16. t.ultivate an attitude that regards all govern-
tnents aa partners in a· joint enterprise. · 

"17. Collaborate Y~ith the ~ederal Government on a 
broader and more generous program of rederal aids, accept­
ing controls, but insisting that they be cooperatively 
applied rather than dictated. 

"III . Uunicipal Governments. 

"1. Negotiate with Federal representatives and collabo­
rate in the development of a iederal-~tate 1 isca1 Authority. 

"2 . Negotiate with Federal officialS and Congress to 
inaugurate a program £or the elimination of tax-exempt 
securities that will not fiscally embarrass ~tates and 
municipui ties. 

"3. In collaboration with '>tatea, refrain from demand­
ing unreaeonable war time aid from the federal Government, 
thus recognizing the importance of 1ooa1 independence. 

"4. Apply surplus revenues , "here possible, to the 
elimination of debt and the development of a reserve against 
war time loss of revenue ana post-war need for public works. 

•• 

Regraded Unclassified



- l~ -

"5. Broaden the property tax program by supplementing 
the property tax with a rental tax on occupiers. 

"6. ::.trictly interpret property tax exemptions. 

"7. Inaugurate a thoroughgoing study of possible new 
sources of independent local revenue. 
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"8. Study successful procedures for aafeguarding 
reserve funds , and enact legislati on needed for this purpose. 

"9. Develop more metropolitan cooperation and the use 
of large metropolitan districts for financing func t ions of 
common interest. 

"10. J::mphasize raw material producing districts ' 
claim upon aids and shared taxes because their tax base 
does not represent their contribution to t he national pro­
duct. 

"11. IJemand more equitable representation in .:>tate 
legislatures. 

"12 . Demand mor-e equitable distri buhon of shared 
revenues, particularly motor vehicle t axes . 

"13. Provide for more adequate governmental account­
ing and reporting. 

"14. ~ultivate an at titude which regards all govern­
ments as partners in a joint enterprise. 

"15. Prepare for collaboration wi th the rederal Govern· 
ment in a post-war public investment program. 

"18. t:ollaborate with the iederal Go verllJIIent on a 
broader and more generous program of Federal aids, accept· 
lne controls, but insietlng that they be aooperati vely 
applied rather than dictated." 
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Now, doesn' t this get down to this thing - have we 
sent this" up to Doughton'f 

Mh. BLOUGH: It is goine today to Uoughton and that 
group . 

H. l!!.J R: And to George - that is the joint committee 
on taxation·t 

Mff. BLOUGli : Tuat is the chairman of the Senate 
Finance Committee and the "ays and ••eana Committee, and 
it is also going to each member of the committee. 

H.M.JR: The ~ays and Ueans Co~oitteeY 

Mh. BLUUGH : And the Finance ~ommittee . 

H .~ . JR : Not to t hem as a join t committee¥ 

Mlt. BLOUGH : No, but to the chait'IDen, as chairmen, 
and to the member s, as members , of the committees. 

H. lA .JR: Nov., they promised to publish this? 

lLt . BLOOGH: George and 1-oughton have been ta.Lked to 
and :>t am asked a f ew days ago - he said, .... uere is tnat 
repor t? \•e were pl anning to publish that as a joint 
com.11ittee document. " 

It is our understanding they are going ahead and 
publish it . George promi sed that if a resolut ion was 
necessa~, he v.ould sponsor it , but he didn ' t t hinx the 
resolution would be necessary. 

H. l,\. JR: You couldn' t fi nd out before my press con­
ference - contact either George or uoughton as to whether 
l coul d say t hat the committee will or won't publ ish it? 

MH. BLOUGH: I think we could. 

1o3 I 
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H.Y. . Jn: I ~ant it at five to four. 

Tell me about this committee. •hat is the main 
thing. llhat is the collllllittee'( 

lffi , BI..aJGH: \'.hat they proposed was that the Yresident 
should appoint a member, and the States, through some 
representative organization - Governors, or otherv1ise, 
set-up - should appoint a member, and those t~o should 
appoint a t hi rd member. That would be a l•ederal-State­
Fiscal Authority. The Federal Government - the assump­
tion Muld be - the unt,ers tanding would be - that the 
fin ancing would be joint, Federal and ::>tate, and that 
each ~tate ~ould make a contribution towards the financing 
of the organization. However, the ~ederal contribution 
would not be made contingent on the States, ana ~ould be 
what you might call a minimum financing fo r the committee , 
~it~ the ~tates then adding to it and making it more ade­
quate . 

The committee would have no administrative function, 
it ~~uld have no authority, really, of trying to order 
anybody to do anything, but its job 1·.ou1d be to .ceep 
studying the problems and as opportunity came up, to get 
the Federal - well, the bureau of Internal Revenue, for 
example, together with ~tate aam+nistrative organizations 
in a more close collaboration to do tnat - to keep an 
eye on Congressional committees. And when things which 
involve States came up, to use their good orfices to 
point out the effect lt would have on ~tates and keep a 
similar eye on State legislati ve--

H.I!. JR: They YiOuld have a staf£? 
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MR. BI..aJGH: A small staff. The intention r.ould be 
not to have a huge organization. I t was suggested a hundred 
and fifty to a hundred thou sana dollars. You couldn't 
build a big staff at that. 

H.M. JR: To whom Ytould they be responsible'( 

MR. BLOUGH; They would be an independent body . They 
wouldn 't be responsible in the ~enae of--
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H.!.I.JR: "Ould they be "!'esponsible to the President 
or to the ~ongress? 
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MR. BLOUGH: I don ' t think that is clearly pointed out . 
Whether there 'IIQuld be Congreeaional - whether the Presi­
dent's appointment would be subject to Senatorial con­
firmation , I don't think is contained in the discussion. 
That is considered a detail. Since legislation would b~ 
necessary in setting the thing up, Congress would be able to 
decide . I assume the ~nate would confirm the President'~ 
appointment. They ~uld be more nearly responsible to the 
President than to the Congress, the way they have set it 
up, but their idea wasn't so much that these people do 
things which involve any large sense of respo.nsibility. 
It ~ould be rather difficul t to say just where they are 
responsible because they are to be a ~enuinely State­
Federal sort of in-between body - 1ia1son body. But 
the chief function is a continuing one - sort of' being 
there and continuing. 

H.M.JR: Clearing bouseY 

Mit. BLOUGH: Clearing house for information; get 
people together so they know each other better, and 
unders tand each other better, and to point out hpw the 
problem could be taken care of. And when a new one 
comes up l ike this automobi le use tax, they woUld be ready 
to ate~ in and suggest how t he ~tates and Federal Govern­
ment mlght get together on it. 

H.W.JR: Now, the President - the Congress would 
appoint what? 

WR. BLOUGH: The ~resident would 
mably with Congressional confirmation 
mean if Congress wished it that way -
appoint one . 

appoint one, presu­
if the Senate - I 
and the ~tatea would 

H.M.JR: How in beck would they do that? 

YR. BLOUGH: I t hinJr: they wouldn't have any great 
trouble. They aigbt, but I don't think they ~uld. 
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They already have a number of organizations . They have 
tt1e "ouncH of '>tate Governments, which, hor.ever, is not a 
fu .Lly official governmental organization. They also have 
thei r ~on£erenoe of Governors; and Gulick, who has been 
close to the Counc i .L of ;;tate Governors, didn ' t think 
there rrou!d be any great difficulty in their getting to­
~ether on some type of representative determination. 

H.M. JR: tiy that time I suggest that one by the 
Congress, instead of the third by those t wo . 

lti:<. BLOOGH: V.eH, you see, the point of view they are 
working on is t hat the ~tatea have to feel they have a--

H.M. JR: The President could do one, the ~tates 
could do one - I see. 

Mk. 
was, the 
interest 
much out 

BLOUGH : The Congren is the t'edera!. The idea 
third man ought to have at least some municipal • 
so that municipal governments wouldn't feel too 
in the cold. 

I t may n4ed confirmation , but I think it is a genuine.Ly 
construoti ve idea which, over a period of years , T<ould be 
really useful. 

H.K.JR: I think I can &et through it. 

lt.R. BLOUGH: They are not expecting you to say you are 
in favor. They have been told you felt thi s wes a good 
report and that the recocnmendations were to you, and that 
they were not to be considered as your recommendations. 

You can go as far beyond that as you like, but that 
is the line we took with them on ~aturday. 

. .. 
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Houee 1 1$' deer Mr. -

sen&te 1 l)' dear Senator• 

I take pleaeure in ••~ ;you, under nperate ccmtr, 
a copy of the Repcrt suboitted to ,. by the Connittee on 
Interecmtrrnentel P'iaeal Relatione . 

S<>M t~ ago the Preaident •ucc•eted that tba De­
pan..nt imwetigate the proble• ot ~ral...Stat.-local. 
t1aca1 relatioaa 111 tbe United Statea. The &1'0"111& contllct 
and chlplicat1on 111 oar tax 8)"8te. call..t tor a 't'igoroae and 
COI!p'eheDIIin 1nqll.irT, pre tara~ 'b7 a atatt treed troa all 
other r .. pooaib111t1ea within the Dtp&rtMnt. lccordin&l;r, 
I deaigD&t.ed a ...-ittae, COII81atin& ot Dr. Luther 11. Gulick, 
Director ot the llleti tute ot PUblic Adad.nl.etration, Dr. Harold 
It, Orcrrea, Proteeaor ot !concaica at the Un1nreitJ ot 111a00tl8in 
and a r-r -.her of the 111&00118111 'l'ax ~eaion, and Dr. 
!libel !Wwc~r, Proteaaor ot !conca1ce at Vaaaar Collas•, to 
U8llline and report on tl!ie proble•• 

'1'he project wao tinanoed in pert by special tunds pro'f'ided 
tor thie purpose b;y the Oongreaa and in pert bT tunde made 
an1lable 'b7 the Institute ot Public Adminiatr&tion. 

'1'he atu~ wu made within the Treeeurr and with the tull 
cooperation ot ite reeponaible otti cere, but the ~· and 
rae Mati0118 ot the Report are thcee ot the ~ttee and 
c1o not Dllceaaaril;r refiect the rten ot the rr.uurr Depertllant. 

'!'be llaport ot the Coeaal.ttaa Mkea en iaportant contribu­
tion to tbe -.ant tor the coordination ot FedertJ.,..Stet.-local. 
t1aoal relatione and bri.IIC• ~ther a ~ ot current intor-.­
tion 'lbicb w1ll be bel.ptiU to ....... ot eoncreaa and to othera 
_,_ with tll1a problaa. -
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Dr. Oohent 

Yea. 

March 29, 19~3 
9:~ •.•. 

Th1e ia Henry Morgenthau, Jr. 

Yea, air. 

We have a leased wire to New York ao it' a very 
inexpensive f or me t o talk to you. 

Oh, I eee . 

Mrs . llot~ talked to J OU about ~ wanting t o 
get eome girls to work on the farm this aumaert 

Yea. 

And ahe said that you wanted to aak me aome 
practical queationa 1 and abe, not being a ver7 
good farmer, couldn t answer them. 

I aee. Well, the first question I wanted to 
ask you ia thia. 

Yea. 

I waa under the i~reeeion when abe first called 
that.you had wanted all the girls to come rrom 
the Y.V.A.J. 

No, that- no, that' a not- that would not be 
neoeaaar,. I Juat thought of them ae an or­
ganization. 

I eee • . Well, let me aak J OU thia. firat, age. 
About how old would you want theae girla to bet 

Well, I think they ought to be - what would J OU 
aa7, fifteen or aixteent 

Well, Children' s Bureau puta that about as the 
age.11m1 t •... 

What •••• 

114 

Regraded Unclassified



C: 

HMJr: 

0: 

ID!Jr: 

C: 

ID!Jr: 

C: 

l!l'.Jr: 

0: 

HMJr: 

C: 

ID!Jr: 

0: 

HMJr: 

0: 

HMJr: 

C: 

HMJr: 

- 2 -

That's - the minimum. 

Yeah, ae the minimum. 

Yea. 

Whatever the minimum is. 

Yea. Now what type of accommodatione would they 
have at - on the rarmt 

Well, we have one or two houses, we don ' t know 
yet which .... 

I see. 

•••• where they would live and where there is 
batbrooms,and sani tar y raoilitlee, I mean, are 
perfectly .... 

And approximately what type of work would they be 
doingt 

Welll they 'd start picking s trawberri ee and then 
they d go through the eeaaon and there 're rasp­
berries and there 1re bea ne, and then in the fall 
the big thing that w~ have is apples, which run 
until ths first or November. 

I see. 

But •... 

You would want, or course, somebody with them to 
sort or eupervise and .... 

I ... • 

•••• take care or their recreation programt 

Yeah, I definitely want what, for a better name, 
I call a house mother. 

. A houee mother, yea. 

Yee. 
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Now the question or remuneration. 

Yea. 

Have you worked out aomething along that l1ne7 

Well, I'm a little bit vague on it. Last year 
we took this thing up -- I f or ge t the organ1te­
t i on that put thes e boya and girls into New 
England - hello? 

Yea. 

But I will look up what they did - oh, I forge t 
what they call it. They've been doing it t or a 
oouole o r yeara - and I' l l aend you up - mail you 
today what their regulations were. 

Uh huh. 

I forget, but as I remember it we have all the 
correspondence with them- I mean to New York ..•• 

Vermont outfit. 

Yea. 

Uh huh . 

Are - are you familiar with thett 

Yea, that was Dorothy Thompeon'e outfit. 

'l'ha t 1 a right. 

Yea. 

But I - whatever it ia, we corresponded and I' ll 
send you their regulations. 

Yea. 

Unleee you have them. 

Yea. Well, we've been ue1ng Children ' s Bureau 
ruling e. 

• • 6 
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Well ..•• 

But it doesn't mAke much d1ff erence. I think 
they probably both are somewhat the same. 

Well, I'm a li ttle vague on i t myself. 

Uh huh. 

But whet I thought - where these others fell 
down vas this. I mean t hey would only pay them 
so much, say f or a quar t or ra spberries or 
strawberries that they oicked ..•. 

That's right. 

.... and then there were certain d&y a that they 
woul dn 't- say it rained and theee children 
wouldn' t get it, and they'd be qui te di scouraged. 

That' e right. 

And I thought to overcome that -- this is Just 
my idea -- that I woul d guarantee them a minimum 
wage for - eey tor six daya. 

I see. 

I - whatever would be fair, I waa thinking or 
$10 or $12 a week, something like that. 

That sounds good. 

I- I Just don't know. 
That's why I'm doing 1t 
o r your •... 

I aee. 

••.. kind. 

Uh huh. 

I - I want advice. 
through an organi zati on 

And thia other o rganha tion I think - I don ' t 
know whet her they made them bring thei r bed 
linen and towels with them or not, but I know 
that they wanted ua t o take out aooial security 
inaurance and that aort or thing. 

H? 
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That 1 a right. 

And then I think the beet way t or everybody 1e 
that they r or m their own li t tle organization and 
do their own cooking and teed themaelvee. I 
know they get ted much better that way •..• 

Yee . 

.. . . than it we eay we would board them- hello' 

Yea . 

They do much better it they did their own cooking 
and feedi ng. 

Would you want them to do their own purchasing or 
rood? 

Well , I think the house mother - we could work it 
out - I mean •••. 

I mean would you want them to take it out o f their 
salary or ..•. 

Yes , I mean • . •. 

You 'd want t o work the salary in such a way that 
they wou.ld sort or t orm a pool tor their board. 

That's right, end that- I want to pay them enough 
eo that they would break even i t they didn ' t work. 

I aee. 

And then it they - I mean supposing they had two 
or three daya or rain .•.. 

Yea. 

Well, I don't want the ohi ldren out or pocket. 

Yea. 

And I thought it we'd pay them, as I say, so much 
t or the week, and then at the end or the week 
they 'd get paid end 1t it wee unde r the minimum, 
well, they'd Just - could get paid wha tever the 
minimum ie tor the week. 
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I see. Well, I think the beet thing would be 
thia, it you would send me whatever you think 
you have on your experience or last year. 

Yea. 

Let me draw up a tentative plan, on the basis of 
some of . these things that you tell me •... 

Yes. 

•.•. and submit it to you .•.. 

Right. 

...• as a possible plan or procedure. 

You know, ve didn't go through with i t last year 
because this Vermont organ1~ation didn't come 
through. 

I see . 

So we had simply many telephone conversat i ons 
and correspondence, but they never gave ue any­
body. 

Yea. 

Nov •..• 

Well, I don't think you're going t o have any 
troubl e getting anybody this year •.•. 

Yes . 

• . • . and, as I say, I 0 ~ be glad to vorl< out a 
schedule and a plan, which I will submit to 
you, and then if you give ua the • go ahead" 
signal, why, then ve can start recruiting the­
the group at the peak here ..•• 

Yea • 

.•... aa the - ae a group, and then I think it 
will be much easier once they get up there. 

------ --
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Well, that - the thought - and then the other 
thougbt that I had 11 the tlme we need them 
the most 1s September and Oo t ober when we're 
picking apples - hellot 

Yes, September and October. 

Yes , and what I wanted was a sort or a bonus -
accumulated bonus system, eo much a day, which 
they would get it they stayed until the first 
of November, you eeet 

I see. 

Because in - we're reall y - what we're doing is -
is t o t rain them in t he aummer eo they'd be 
there to help us 1n Oct ober a nd November. 

I see. Now as I underetood Mre. Klot~ ...• 

Yea . 

•• • • you didn 't want the entire group ther e at 
the s tert. 

No , no . I thought that we ought to start 
possibly,we'll say, wi th ten .... 

Yee • 

. •.• a r ound the f irs t ot June, a nd then gradually 
build 1t up as we t rain the fir st ten. 

Uh huh. Now do you have somebody there vbo 
will inetruct these peoplet 

Yea, I have a very good •an who worke very -
l ast year we bad a great many high echool 
children !rom Beacon. 

Uh huh. 

Both boys and g1rle, and he worked very well 
with them, very patient, and handled these­
these children extremely well. 

Good. 
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And I mean ..•• 

I p resume there are taoilitiea there t or a 
some sort or a recreational program. 

No , this house mother would have to build that. 

I mean there are thinge like a piano and things 
ot tha t sort that would be available to •... 

Well, we haven 't got one but we could - we 'll 
t ry to rent one. I - I •.•. 

I see. 

Thia i e - I don 't - well , thoae are all things 
I hadn ' t thought ot , but we can do whatever ia 
neceeea.r)'. 

I see. Well , would you be kind enough t o eend 
me whatever information you have . .• . 

We 'll dig out and we ' ll send you the original 
correspondence ..•. 

All right. 

.. . . laying down what the)' - their program. 

And then suppo e1ng I submit a plan to you . ... 

!Ught . 

.... i ndicating some ot these things I think 
might be neceeeery in order to insure the -
the youngste?s staying on and perhaps being 
happy i n the experience , and then it you okay 
the plan, why, we ' ll go r i ght ahead. 

And then, as I say , the reaaon I'm coming to 
you peoplV ia that I want eome parent organiza­
t i on that s going to take an interest , you see. 

Yes , that' e right. 

And I mean - last year the New York school 
o)'stem bad a man who Jus t - hia Job was to 
place people ...• 
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Yes. 

. .. . I mean on the Carma, bu t it wae all do ne eo 
wholesale that there was no personal inter es t , 
and then - well, l 'd rather have Jewish childr en 
if I can ge t them. 

I see , yes. 

And I don ' t think everybody wants Jewish children 
but I do. 

Well , that's fine. 

So if I can get them, I - I 'd like to have them. 

Yes . Now let me ask you thl a, bad you planned 
eny special arrangement t or the house mother? 

Well, I'd have t o natural l y pay her, but I don 't 
know what it would be. 

I eee. 

And I ' d l i ke you to adv1ae me on t hat. 

All right , fine. 

Yea. But - a nd ther e ' d be no ob jection it ­
from my standoo1nt, 1f the house mother was mar­
ried. I mean· somet imes they're much happi er 
i f they ' re married and can have their own small 
ohlldren around ae to be an - an interest to 
her, you know, to •.•• 

Yee. Well, now that would mean that your house 
mother would be there approxima tely June through 
October. 

I think i t ' s ttve mont he. 

F1 ve month e. 

Yee. 

Well , now we ' ll see what we can do on that . And 
I' ll - as I eay , once I get that oorreeoondenee 
I 'll be happy to work out a plan and tell you 
i mmediately just how much we can do, what we can 
~o . and make any euggeetiona that we can. 
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Well, Mra . Klotz will eend 1t out t o you 
today. 

All right, swell. 

Thank you eo much. 

Thank you, sir. 
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FINANCING 

Present: Mr . Bell 
Mr . Buifington 
Mr. Gamble 
Mr . Graves 

~Ia reb 29, 194 3 
10:00 a.m. 

H.W.JR: Last night I talked to Allan Sproul, 
and he felt very cocky. He said, "Everything is going 
alon§ swell. How are things between here and washing­
ton? 

I said, "Very good, no complaints . " I said, "How 
come this fellow Patterson made three billion ei ght 
statements?" He said that he was there vben he did it. 
He doesn't know where he F,ot it from, but he won't do 
it again . He thinks by the time the drive starts the 
people will have forgotten about it. 

Then I went on to say that the labor people 
under the impression that I have sold out to the 
and would he therefore do everythin ~ be could to 
organized labor gets a front seet. 

are 
bankers 
see that 

He saio the t he would, and that he wo..ld go to work 
and eee that they didn't think so . 

~bat I was going to do -radually over a perioo of 
time is call up ell twelve of these fellows, when I get 
a chance , and have a little talk . It would be one way. 
I talked to New York. I will ta.lk to Boston . ,,bo is 
the fellow i n Boston? 

MR. BELL: Paddock. 

H .~l . JR: I just went to know 'llhetber there is any­
thine doing in War Bonds - the second v.er bond drive -
'll'hat is happening. 

/ 
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MR. BELL: I got your memorandwa to get out a tele­
gram today, which we are now working on . I suppose it 
will be quite a job right in the midst of the drive, and 
they are probably going to kick on it . 

H . I.~ . JR: No. Listen, either they know who is chaii'Jlan 
or they don ' t know, and I want the record . 

KR . REl L: Sure . 

H.l' . ,TR: I don ' t care Ylhether - I v.ant to know so 
than 1·.hen I sit dotm afterMrds I will kno" in Cattaragus 
County, Nev. York, whether they are usln p: a i.ar Fond fellow 
or whether they ere using a Victory tun~ fellow. And when 
I et them all in - and another thin&, this is a deep-dyed 
thin£ - they have got to come through end tell me if the7 
are organized in every county. That i ~ really whet I am 
after - you see, Dan - and dependine on 11hen they get that 
plan in , then tell me v.hen they are organized. 

!.!R. BELL : You want to knoVI the men v1ho really head 
the drive in these particular areas . Sometimes they are 
called regional managers, and not chai rmen . 

H.!.l.JR : I want to know in each unit, whether it is a 
county or a city or half a State, who the man in charge is, 
and Y.ha t be did in the uecember drive . 

MR. BELL: If anything. 

H.~ . JR: If anything. Then they heve to get it in; 
and if it doesn't cane in, you and I Y.ill very quickly 
eay, ·~·ell, what is the matter? Aren't you organized? 
Vlby don ' t you send tbs t pl an down here?" 

MR. BELL: I can ask them to send this by letter, 
say by the end of the week . 

H.V.JR: Yes, tell them they should put it in the 
mail not later than Saturday, air mai l special delivery. 
!his is not all t hat it seems on the surface, Dan . 

MR. BELL: I see y,bat you are after . 
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H. AI. JR: Don't fOU think it is good, because if 
by Saturday they don t know, then it is up to some of us 
to ,;et busy? 

MR. BELL: Yes. 

H.lo. JR: I am asking for a map, end in each district, 
in each county, and in all twelve Federal Reserve Districts 
certainly by this coming Saturday ni •ht the, ought to have 
somebody. Then I wa nt to know - wel l , I mean, there is 
all this talk about Vict ory Fund . Let 's see who the fellows 
are. Don't you think it is a ~ood idea? 

UR. BUFFINGTQ!; : Yru nnt a map of thei r area - their 
district - broken down as far as they go, counties or what­
ever it ia . 

H.J . JR : That is what I asked for , a map by each 
Federal Reserve District, how they divided it up, an d who 
is the boss in each of t he areas . 

MR. BUl'FI NG1'0N: That is fine . It is )ust a tabulat ing 
problem for the1n, because if they are orgamzed they know 
who those people are. 

H.U. JR: The fellow should have such a map in his 
room . 

UR. G!UhLE: He ought to have it to taKe care of his 
communications. 

H.M. JR : I will give thso until Saturday night - I 
think I will give them until Fr iday night . 

MR. BELL: To get it i n the mail . 

H.M.JR: Ai r mail Fri day night. Now do you see, Dan? 
I mean, how do I know what is going on? I don 't know; I 
don ' t even inow whether they are organized or no t . I may 
want to send out a f ew spot letter s to some of these 
fellows direct . I may just look at the map and say - I 
am going to call up so and so in Idaho end say, "How are 
things going?" He will fal l off hie desk when ne hears 
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"~ia is t he Secretary. How are they going?" (Laughter) 
I am serious; I am going to do a few spot checks. I mean, 
I sit here and nobody tells me anything. I am going to 
find out what is going on. 

~27 

I tried to ·et Robbins in Sen Francisco, but I couldn't 
get him . 

MR. BELL: Yesterday, you mean? 

H .~ . JR: No, Friday or Sat urday - it was Saturday. .• 

(The Secretary held a telephone conversation with ~r . 
Paddock, as follows:) 
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:tMJr: 

w. w. 
Psddock : 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

f!MJr: 

P: 

HMJr: 

?: 

HMJr: 

P: 

HMJr: 

P: 

Hl!Jr: 

Hello. 

Hello. 

Mr. Paddock? 

Yea. 

llorgenthau. 

Yea , Mr. Secretary. 

March 29 . 1943 
lO:o4 a.m. 

Well, how are you coming up i n Boston? Are 
you going to sell some bonds during A?rllt 

(Laughs) Well , we hope to, yea. 

'o'ell, how near Are you ready? 

Well, I think w~ 're ln pr etty good shape. 

You do. 

Yea. 

Well, what are - where a re the r ough epo tet 

Well, we - one thlng t hat we 're t rying to 
work on nov ie something to start orr with 
t o give it a lift at the beginning - at the 
Ptart. 

How do you meant I don 't follow you. 

Well, to arouse some enthuaieem they've been -
we've been talking o r poeaibly getting the ~my 
to send some planes over ..•. 

Oh • 

• .. .. or have a parade here or tanks and Army 
equipment and so forth. 

Oh, you mean so - to start the drive. 
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RMJr: 

p : 

Rl!Jr: 

P: 

RMJr: 

P: 

HMJr: 

P: 

P.l~Jr: 

P: 

HMJr: 

?: 

!!l4Jr: 

P: 

RMJr: 

P: 

RMJr: 

Yes , yea. 

Good, good. 

Yeah. 

- 2 -

Do you need any help? 

Well , I probably Will write you in regard to 
getting permissi on f or these planes to go over 
Boston and Pr~vi~enee and some ot the other cities . 

Well. ... 

I'll take that up with you probably w1th1n a day 
or eo. 

Well , when you ne~d ue ror help send us a tel Pgram. 

Yeah. We have d iscussed it with the commanding 
general o f thls area, and he seems di sposed to 
help but there might be some hlteh down below. 

Yeah. 

And I'll l et you know it there ia. 

All right. How are things be tween you and Washi ng­
ton? 

Oh , no difficul ty t!lat I know of . 

No dHflcul ty . 

Why , dld you - dld you t hink there wae? 

No , the only way to f ind ou t •... 

Yeah. 

.... is to ask. 

I see , yeah. But I thought you might have some­
thing in m.ind. 

No , no . ... 
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!!MJr: 
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HMJr: 

P: 

l!MJr: 

P: 

!!MJr: 

P: 

l!MJr: 

P: 

HMJr: 
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Yea. 

. . .. but I j ust wanted to know whether there 
were any r ough apote. 

No , I .... 

Now one thing I would like you to do t or me 
though . ... 

Yes. 

Hello? 

Hello . 

And that is we've had several comolaints !rom 
eeveral States rrom o rganized labor that I've 
Jus t sold out t o the bankers because I put you 
presidents e.t the head ot thia drive , see? 

(Laughs) 

Now the only way to overcome tha t ls to make sure 
that in your district you consult and give a 
front r ow seat to organized labor, see? 

Yeah, that's a good thing, yeah. 

So I wieh you ' d keep that in mind eo that this 
t hing doesn 't grow. 

Tha t 's right, yeah. 

Now I don 1 t kno'll what you 1 re doing up there wi th 
organized l abor , but pleaae invite them in and 
make them ... . 

Well, we 've •..• 

•... feel. •.. 

• • . . go t the men on our - on our radio program, 
have them right in with the rest ot ua. 

Well, be sure that, sa I aay, they have a front 
r ow eeat. 
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P: 

HMJr : 

P: 

!!MJr: 

P: 
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P : 

HMJr: 

P: 
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Yeah. 

Because after all we- well , we can't get along 
withou t them, that' s all. 

I know, eure. We go t t o have them all together. 

That ' o right. 

Yeah , y .. ah . 

And that' s the or~y def inite euggeati on I' ve 
got this morning. 

Well , I - I expect t o be 1n Waehlngton either 
•tednesday or Thursday. 

I• ell, be sure and come 1n snd eee me. 

I shall, end I want to aee all o f - eee Mr. 
Rcbb1ns and Mr. Odegard and Mr. Buffington and 
all or them. 

Good. 

AnO discus s the e1 tua t1on. 

Good. 

All right. 

Thank you. 

II ell, thank you very much t or calling, Mr. 
Secretary. 

And don't hesitate t o call on ue. 

Thank you. 

Goodbye. 

Yeah. Goodbye. 
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(l.!r. Graves entered the conference.) 

H.l' . JR: Ylbo is the fellow in Richmond? 

MR. BUFFINGTON: Hugh Leach. 

H.M. JR: T am just checking up. 

MR. GRAVES : On the labor thing? 

H.U. JR: The whole thing. We are sending out 
telegrams asking them Friday night to put a let ter in 
the mail telling us who is in charye of each district, 
what he did in the December drive, and "Pl ease send me 
a map so I know by Uonday morning who the salesmen are, 
who is in charge, and where t hey are" - each of the 
twelve districts . That means that by Friday night they 
have to be organized. 

l.fR. BELL : You remember we sent out a telegram to ell 
the radio stations to coo~erate in this drive. I under­
stand there are some repl1es caning bsck, and there is 
quite a bit of criticism of the fact that it was sent out 
in the form of a wire . 

H.M.JR: I keep t elling them not to send wires . I 
refused to send wires to t he publishers of the newspapers; 
I wrote th~ a letter . I wouldn 't do it. When I wrote 
to the newspapers I refused to send a wire; I knew I would 
be criticized. 

MR. BELL: I raised this question at the time, and 
Robbins and Peabody said it was important t o ~et them to 
stations at about the same time and important they begin 
to make their plans. The thing ian ' t expend ve because 
it is decentralized. It isn't as expensive as it might 
seem on its face, but ther e is eome criticism. 

H.M.JR: How many? 

MR. RELL: I don't know; you will find i t in your 
weekly letter. 

I 
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There is another' thing you ouy,h t to know about . 
There are t~o form s of solicitat ion here for advertising. 
One is sponsored by a concern and is deductible in the 
incorne tax as expenses, just the same as any other ed­
vertiein•(, but each case is determined on its own merits, 
as to whether or not it is reasonable. That bas been · 
r oing on ri ,~ht along, hut we have asked a good many times 
of lhe people asking for the sponsored advertising not to 
meke any promises v.itb respect to deductions from inca.'!le 
taxes . 

1here is another foru , which is cash contributions . 
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That ~oney is actually contr ibuted to be spent in the cam­
paign. ~inneapolis , I believe, has collected over a hun­
dred thousand dollars, and this is deductible - f ive percent 
in the case of corporations and fi !teen percent in the case 
of lnQividuals, i ncluding all other charitable contributions . 

I think we ought to have some policy in connection 
with these memoranda goi ng ou t, telling wha t the legal 
positi on i s . I think one is that no pr~oise of income tax 
deduction should be made in getting the sponsored advertis­
ing . 

In the cash contri ou ti ons they should go t hrough the 
channel presori bed by the Second ur Powers Act, that is , 
through appropria t ion channels . They should be covered 
into the Treasury, reappropriated{ and then reallocated, 
increaain~ the allotments of the cistricti because that 
report has to be made t o Congress . I 11ou d like to put 
that i n the foi'Jl of a memorandum. 

H .~ . JR: V•ho will that •o to? 

MR. BELL : That will go to the presidents of the 
Federal Reserve Banks. 

H.M. JR: All ri~t . Also to Frank 1'ripp, who is going 
to be here represent1ng the newspapers . I asked iOU to be 
here when be comes in . I would give him a copy of t hat 
because theJ asked me to sign a letter to the publishers, 
11hich I refused to do . Has thet gone out? 

I 
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LlR. BELL: It hasn' t yet . '!bey are going to discuss 
it at ten-thirty . 

134 

Here is a l etter to the governors which Mr . Peabody 
prepared. (Letter to the governors handed to the Secretary, 
copy attached.) 

H.M.JR: \\here is Robbins today? 

I.!R. G.U:BIE : In Los Angeles . 

(The Secretary held a telephone conversation with 
L'r , Hugh Leach, as follows : ) 

' 
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HMJr: 

Operator: 

HMJr: 

Hugh 
Leach: 

HMJr: 

L: 

!!MJr: 

L: 

HMJr: 

L: 

!!IIJr: 

L: 

HMJr: 

L: 

Hello. 

Mr. Leach in Richmond. 

Hello. 

March 29, 19~ 3 
10:1~ a.m. 

Hello. This ia Hugh Leach. 

This is Morgenthau. 

Yea, air, Mr. Secretary. How are you? 

I'~ ell right. How are you coming along ror 
the April 12th drivet 

Well , we're doing f ine. We've go t a f ine or­
ganization under way, and we are having 
meetings and working like the dickens , and 
we're getting a l ot or enthueiaam, and the 
two organiza tions are working very well 1n 
our district. I have no trouble that way. 
We are integrating them withou t any trouble 
at all, and everything ie going along fine. 

You're going t o make your quota? 

(Laughe) Well wa think it's - some or the 
people that welve talked with think it's rather 
bif• but we'll do the beat we can and I think 
we 11 make it. 

Yea. But you're not ..•• 

We're going to get all the money there is, and 
if there's that much we're going to ge t it. 

I see. 

Yea, there's quite a lot Qf enthusiasm. We've 
had several meetings, a nd there's more enthu­
s iasm in i t now than there ever has been. In 
North Carolina, particularly, we 've got a fine 
atart down there, and, oh, people are really 
going to get out and work in it thla time, I 
think. 
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L: 

HMJr: 
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Got any plane to - to start the campaign off? 

We have different plana in - in different 
places. I haven ' t a district-vide plan at the 
minute nov. 

Oh. One thing that 1 e come up that you could 
help me on - help each o ther. There 's been 
eeveral reports from different States from 
organi~ed labor that by giving this work to 
the presidents or the Federal Reserve Banks, 
why, I've Just sold out t o the banks, see? 
Now the way to overcome that is to be sure 
that in your district you invite organi~ed 
l abor in, you !ee, a nd give them a front r ow 
seat. 

Yea. 

Be eure that you give them an o0 .. - every op­
portunity to cooperate. 

Yee. 

I don ' t know vhat you ' re doing dovn there, but 
I - I do hope that you will make use or them 
end let them reel that they're part of the 
family. 

Yes. I Just wrote a l ong - vro te s. letter Satur­
day to the - to the War Savinge labor chairman 
here. I' m going t o do the aame thing in the 
other States, and I've been expecting to rely 
largely on the War SaYing• Administrators to -
because they'd already been working wi th them 
very closely. 

Well, I Just thought you might know that this 
~as come in from Tennessee and Georgia, and I 
don't want it t o spread, you eee? 

Uh huh. Well, Just what wae that resctiont' I 
mean ... . 

Well , Just tha t by- putting you people in, 
charge I've eold ou t to the bankers. That e whet 
they - that's the story that they 're epreadl ng , 
you see? 
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That you 1 ve thrown out the banker at 

Sold out . 

Oh, sold out. 

Sold out , sold out . 

Sold ou t to the bankers , you mean. 

Yeah. 

Oh, yea, yeah, I get it. 

Sold out. 

Yea. 

And I don't- I don't want that- that i dea 
to - t o grow a..ongat the - the ranks .ot labor, 
see? 

Yea. Well, now I can handle that . 

Good. 

And I'm glad you mentioned it, beeaupe I hadn't 
beard anything around here like that. 

No. Well, it's around, and the way to kill it 
ia to - is to bring them in and make them feel 
tha t they're part ot the ehow. 

That's right. 

Well .... 

I'll take steps to do that, but we - we're really 
ge tting along tine here .... 

Good • 

•.•• getting a good organit8t1on all over the 
district. 

Fine. It you want any help, call me up. 

Thank you. I'll do tha t, e1r. 
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HMJr: Good bye. 

L: Thank you f or calling. 
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H.M.JR: He sounds asleep at the switch. 

MR. BELL: Some of them didn't reply in Uecember. ( 
Others just acknowledged, and some came back and said 
that they would enthusiastically support the drive and 
had requested their State t reasurers to invest all available 
funds in the securities . 

H. ~ . JR : I want to change this and say, "It would be 
~oat helpful if you would is§U& a statament or proclamation 
to the people of your State. Let 1 a make it positive. 
This way it occurred to me - you know "It might be helpful" .• "' 
sounds kind of wishy -washy. If the fellow isn't sure it 
would be helpful, he will say ·~.hat the hell?" ~o I 'llould 
say, "It would be most helpfui if you would issue a state­
ment . " Make it positive . I don't like the word "solicit. • 

1m. BELL : Say "request." 

H.M.JR: Yes, "request," . Is that better? 

Mit BELL: Yes . I didn't know about this proclamation. 
I think in some States they h~ to have a legal basis for 
issuing a proclamation. 

H.1!. JR: Why don't they get this fellow down from the 
Tribune? 

MR. BELL: I haven't heard any more about it. They 
were to prepare a letter for your signature. 

H.M. JR: They did. 

MR. BUFFINGTON : That went out . I talked to him last 
weeki and it is indefinite as to whether he is coming down. 
I to d him I had the impression that you were still very 
anxious to have him. 

H.M. JR: Do you mean he is indefini te or we are 
indefinite? 
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AIR. BUFFIN<JTON: I haven't seen--

11 . ' . JR: Will somebody follov: it through? Then, 
lnstonce, a letter wouldn't come throu~h that I have 
sit down and rewri t e . Who wrote that letter? 

t ffi . BELL : Mr . Peabody. 

for 
to 

H . If.. JR: Let's t;et r,eorge Vranders down here. He is 
a very useful f ellow to have around the shop. 

UR. GAJ..'BLE : The only thing I have is this inforua­
tion that I wanted to give you 6efore this meeting at ten­
thi rty. 

H.M. JR: Let's let that go until last . 

I took it that that is in Ted's field, this man 
Frank Tripp. 

lt.R. GRA•TES : Yes. 

I have nothing, except that we are having a meeting 
of the staff at eleven- thirty in line with your suggestion 
that we show this promotional material. 

H.!!.JR : Good. 

&m. GRAVES: J.:ost of the:n knoll all about that already . 

H .~ . JR : Are you fello11s &oing full steam? 

l~. GRAVES : Yes, indeed. 

H.M.JR: George? 

• 

~fR. BUFFI NGTON : I spoke to you this morning about 
these instructions and information for salesmen, which I 
have since talked to Dan about. It ie a111ully good. We 
bave sent t hem out to the presidents Just sug&esting that 
if they were going to have classes t~ie would ~ be useful for 

them to use. I would like to gat out something today 
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urging tha t at least in the metropolitan districts they 
start i~nediately between now and the 12th to have these 
cla sses ond send out some more information of this kind, 

141 

n .r.L JR: If it is all right with Bell, it is all right 
with me. 

MR. BELL : It has already gone, hasn 't it? 

};R, BUFFI !iGTON : Yes, just u a brief instruction, 
but I think we can go fur ther wi th it and urge these .• 
people to organize and to have classes . 

H.W. JR: N0w on this, for instance, George said they 
wanted me out in Chicago. I said that I coul dn 't come . 
I said "If they want Cordell Hull I will ask Hull to go 
there . ~ 'lbe President told the Cabinet they should go 
wherever we wanted them to go; eo if you hear of any big 
meetings I wouldn't hesitate to write a quick note to these 

people and send it over. 

UR. GAJF.BLE : We have one big meeting in Los Angeles . 

H. M. JR: You can't ask Hull to r o to Los Angeles • 

.IIR, GAMBlE : No . 

lm. BE L: How about tha t big meeting in Y.est Virginia? 

l.iR. BJFFI!IGTOl: : Tbat is very important . 

1:1\. GAt!BLE: We are trying to help with one big meeting 
in every district. 

H.M. JR: Unless I am Ylrong- I don 't know who the bell 
is the head of our speakers bureau. Who is it? 

liR. GAMBlE : We have l!.rs . Oulahan • 

H.M. JR: I know, but she can't do thi&. 

~R . GAMBLE : We have two departments, one that takes 
care of all AnDy and Navy, and stabe end screen personalities, 
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and Yle have another thet takes care of people v.ho come 
from colle&es, and industrialists . And the speakers bureau C 
is a terrific headache. 

H.Ai. JR: Well, get so!lle man in here that can run this 
thing so that I don't have to sit around. and--

MR. GAMBLE: You don't have to worry about it. 

H.!'. JR: tlo , but you should heve a man . Don ' t v.alt 
until I y,et somebody and then stick somebody in there -
~oth of you . There should be a ver; able person there, 
end I could send him across - and they say, "Whet is it all 
about?" I would say, ~ell, go over and see rr . Hull and 
exrlain it to him" or, "Go over and eee ~·r . Jones end 
explain it t o him . " But that thing should be tied together. 

liR. B~U : I understood that Robbins was-­

flR . GRAVES: Mr. Robbins bas that . 

J.lR . !;AMBLE : He has had, bul he has come to tne 
realization, I think, that - you see, when you tell these 
people out in the country that you have e speakers bureau 
you get nine hundred requests. 

H.W. JR: I don ' t care to tell them, bu t it gets do~n 
to - Graves doesn't run it; you don't run it. It is divided. 
We don t get people . 

MR. GAUBLE : We do get the people . You would be amazed 
at how many people we are placing in important pl~ces around 
the country . 

H.1l . JR: Listen, it is a big enough job for this drive 
the t you ought to have some impor tant person to devote 
himself to tha t exclusively. 

!JR. G.AA:BLE : I am not ageinst that , rut I don't think 
that we ought to presume to be e ble to supply speaker s out 
of ~aehington for all the nation . 
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H.M.Jk: I am not saying that, hu t don't buck me on 
this thing. Put somebody in there . I mean, it has 
floundered around; you had this man , Polland, who was no 
damned good at i t . It is flounder ing around b~tween two 
or three bureaus, end whet it get s down to is tha t most of 
it is done by you, and you are too busy. I have no candi­
date, but for this drive I bet you can call up the Red 
Cross . They will have a speakers bureau on the htionel 
Ked Cross Drive. Don't call them, but put sanebody - these 
things - what do you cell t hem, the movin~ pictures and 
special events, or something like that - 1s that Mrs . 
Oulahan? 

UR. GAJ,(RLE : She has nothing to do with that. 

ll ,i ' . JR: It is really you , Ted. No1·. you are too 
busy end you ought to have somebody. 

MR. GAMBLE : I t isn ' t that bad . 

. H.M.JR: Yes, i t is ; it is weak . Bring in somebody 
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else . I mean, it i s big enough so that you coul d ask a 
fellow like Skouras to come down for thirty days and heed 
the thing up . I asn ser ious . I mean, I 11ant somebody that 
bi~ . A fellow like Skouras could come in here and head 
the thing up, and i t isn t a bad idea if he Mre v;ell en•)Ug.h/4 
instead of 1t al l fe lling on you. Will you do something 
about i t? 

YR. GAMBLE : Yes, sir. 

H.l( . JR: Harold? Don't mau me go out and bring in 
another fol low; you fellows move on it . 

Affi . GAYBLE : Yes, we wi l l ; we are personall y looking 
af t er al l of thi s . 

H.M.JR: It •is too big. Now you have t o Ylork on 
thie thing for Congress for 1ne, and everyt hi ng else . I 
need aome help myself . I mean, I know ria rold doesn't do 
this end of it but I sense that you (G~ble) do. It is 
big enough so that for this drive - f r om now until t he 
fi rat of May - a man of the tjpe like Skouras shoul d be 
invited to come down hero. The fellow from UGW - if he 
would come down - what's his name? 

Regraded Unclassified



- 13 -

MR. tlA/.!BLE: Dietz . 

H.!.!.JR:, Get som ebody of that type t iUit you fellows 
kuow. I don t want to t hr eaten you, but the first thing 
you know - have I made an impression? (Laughter) 

MR. 'lAii BL': : You make yourself very clear. (Laughter ) 

l.lR . BUFFINt;TOI~: To whom v.oul d Paddock go about t his 
bol:lber? They have been on that . The Navy sa;;s they would 
like to have one place they can clear such things. 

l :R. t;A!'PLE: There is only one place, throu~h the 
special events department . 

H.J.' . JR: &tt t here should be a bose for the special 
events . There should be somebody; that is just the poi nt. 

MR. BU~'FimTON : Paddock t hinke I am not on the job 
because I can ' t produce fifty planes to co over Boston. 
I talked to t he Navy . 'lbey said the Chief of •<a val 
Operations would tie into it, this memorandum tha t was 
written by this Courtney, or somebody, over there. ~o 
can I go t hrough here? 

MR. GAMBLE: Duffus . 

H.M. JR: There is Uuffus on that , and t here is Krs . 
Oulahan on the speakers bureau, and who else? 

MR. GAlffiLE: Tnose are the lwo . Duf!us takes care 
of the military personnel . 

H. II. JR: I can't send "'uffus over to eae '!r . Hull 
to explain it to him. 

MR. GAMBLE: No , bu t you could send Jlr&. Oulehan. 
She is very oo~petent . 

H. M. JR: I knov. who she is, but' I still think for the 
dr ive that there is room for Skouras or somebody like that 
to come down here fro~ now until the 1st of May . Skouras 
would be wonderful . He is makin6 ao much moneJ . Don't 
you think be r.ould be iaeal? 

• -· 
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MR. GAJ.!BLE: Be would be ver~ good for that . 

H.M. JR: He knows you fellows. Otherwise I v.ill 
have to go and got a Coca Cola man. (Laughter) 

f.IR , BUI-FINGTON: Do you want to see the different 
things caning i n f rom the districts on sales? 

II .M. JR: No . 

I will be hearing in a day or two? 

l.!R. GAWlLE: About the speakers department? 

H.M.JR: We will call it--

!!R. GAKSLE: We are just t ryin.; to guard a~ainst 
some hsadaches; we can compromise . 

H.M. JR : You can call it the Victory Garden Club. 
(Lauf;hter) 

J45 
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DIMr Ooeww • t ' 1 s r a 

p Me ..... Be &fl AI$ 

···- fll :r... Del ..... I_ 

s ... ll' 
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Daniel Bell 

&eoretar, Worgentbaa 

Plene ~~et oat a telegre.a w da,. w the "'•lw preet­

denta of t he Pede1'al Reeerft llanke and tell thea that •• 

eoon u po .. tble I vaat a up of thetr a!'la, ebovtag 1dlo 

the n1'1oue ohd.ftMa aJ'I b,. ott,., oouat,., and 41et1'1ot, 

the -.a•• -· and vbat tf an,.thtq he dtd ta the Deoeabe1' 

d1'1't'l, I vaat w p.u'ttcral!l.l'lJ lmoV vbe\her he vu oonneoted 

tn DeMabeJ' vl th the Vu SaYingtl StAff or the YlOWIT P'UIII! 

Oo•tttee, t.ll thea w ~~et thd tn to .. Jaet u eooa •• 

thOJ'''" sot the thiq 01'pn11e4. s tsn •J naae, a.nd pleue 

land that oat todaJ'• /7 ""'- , 1/, h~ 

147 

( 

Regraded Unclassified



To Prtlldente, redora.l Reserve Banks1 

Boeton, Ka•s. 
!lew York, N. Y. 
Ph1ladolph1a, Pa. 
Cleveland, Ohio 
RieM>ond, Va. 
Atlanta. a.. 

......... 1 .... 

Ch1caao, Ill. 
St. Lo11io, llo. 
U1nneapol1s, W1nn. 
!tan ... • CitJ, Wo. 
Dallas, Tezas 
S-a.n J'ranc1aoo , Calif. 

~1••• ..... jll' ; :A ... - te M MRail '11r Pnt• a ... er ,_, 

llotn .. ........ -"" a:A ....... lw .., - wt~ - ar 

,_ "Ct-.1, ......... -· -t-.... u ........ " .. . 
.... .... • ,.,.. , ...... __ ......... .-rtt..SW» .... ... 

•. ..._ 

' .... , HS 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATIE 

Secretary Morseathau 

Ooor~o Butf1nst on ~-

March 29, 1U3. 

r ollov1ns rour requeat th1o .. r a1nc, I talked to Mr. O.orce 

Vudoro about coa1ng clown for tho Apr1l cupa1p. He referred ae 

to h11 letur to Nr. Robb1no of ll.areh 24, a oopy of vh1ch h at-

t aehecl . In op1te of the .u&geot1on aa4o 1n Mr. W&Dioro' letter, 

I bel l ••• t hat 1t rou vr1te t o Nro. Oscloa Bo1cl 1t ¥111 bo pooo1ble 

to ba•• Wandt ra here. You aa7 want to 41 t cuet '~' att~\1oo ~&io 

before makin8 a dec1t1on. 
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11!11 YOU 

IIZRALD TIU BUIIII 

W1111oa M. Robbino, l oq , 
Troaoury Buildins 
Woobin~on, D. C. 
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llo.rob 24, 1943 

Dear Mr. Robb1nea ~· 

llaDy tbuko tor your ooto ouuootius that I joi.Jl tbo 
Troaou.ry oaloo sroup in OODDootioD wi tb tho April oa.paip tor 
t l:S,CXX>, OOO,OOO or •ore . 2'hla propoaal 1a, ot oouraa , aoat 
wel-o," &J:Id I bopo I wi ll bo ablo to aoo-plioh tho clooirod 
oncl ot aicliJ>S tho ...,.opapor publioity ot tho ottort. 1 bon 
boon tryins tor ,,.. clayo to t1Dd a tono\ala that will t1 t tbo 
Truoury roquir•onto &114 aloo a bottlonool< in wbioh we t1Dd 
ouroohoo bore at t ho lleraU Tri bW>o. 

Depletion ot perooDDOl - oopooially ot trai nee! pooplo 
who oan report acloqvatoly on tho Btw York oaloo prov••• ot the 
•~paisa - hat roaobocl a ptint horo that io a little al anoins. 
l aturally, W.W York auet be ooTer•d extr .. ely wwll, einoe a 
larso part of tho tu,ooo,ooo,ooo,ooo 1o to bo borrowed in tbi o 
cllotriot. 'I'M oltvation 1o ouoh that ay " 'porioro tvrD on iOJ' 
1tare1 when anyone aantlone auoh a thia& &I a leaTe ot &beano• • 

So I wonder it I aipt DOt bo ablo to ottoot a •--
pr<ai oo, ancl a&h ay hoaclqvartoro bore 1a fow York, whUo clnot­
lftS all pooaiblo t t.. to t ho Troaou.ry publioity. I • 1Dtonoacl 
that i t wi ll bo quito all r1&11t it, fl:oa t i.Jio to tiao, I ol<lp 
clown to ll'albiftston tor opooi al otat•ento or oooaolono. Po uibly 
thlo cluall• will bo ot oo .. ollpt aoohtanoo in tho effort. 

lfipt I aol< tor J'OW' •--*• on thio, &114 in ~bo 
aoanwbilo I aoouro you that I look torwozd with l<oon 1ntoroot 
t o oaruoot &J:Id nsorouo oupo.ipbs · 

Bi.DCMrely you.re, 

(oiSftod) Ooorso ~oro 

illfoMlf 

• 

... 
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FIN AN CING 

Present: Ml'. 
J,{r • 
Mt•. 
Mr. 
Ur. 
Mr. 
Mr. 
l.!r. 

Bell 
Gamble 
Gaston 
Rogers 
Cowles 
Tripp 
Barnum 
Bri dge 

!larch 29, 1943 
10 :35 a.m. 

~ CO\\~ES : Mr. Tripp, as you know, has very kindly 
consented to be chairman of this Allied Newspaper Council. 
I wanted an announcement to go out t oday"by wire - i t 
seemed to me it should be made by you - a news story. 

!Jr. Barnum is going to assist him, and Mr. Tripp 
~anted Mr. Bridge to be available to belp bim, too, 
durinc this period. I wanted Mr . Tripp to see what Mr. 
Peabody and others around here had in mind in tbe way 
of material to go to the newspapers. If it doesn't look 
right to Frank, to make it right , and so on. 

H.ll.JR: now, you are talking about advertising 
material? 

UR. COWLES: Any kind, either editorial or advertising -
any stuff going to the newspapers if it goes under tbe name 
of this Allied Newspaper Council. 

What that group voted was, unanimously, to ask Mr. Tripp 
to bead tbe commit t ee, and that be could speak for the 
committee; and any material that the Treasu1oy wanted to 
send to newspapers , and felt that it would be more effec­
tive going under the name of tbe Allied Newspaper Council, 
Mr. Tripp could handle. 

• • • 
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H.M.JR: i•ell, now - look. '!here was a statement 
v.hioh was to have ~one out Friday or Saturday, and I 
thought it was a m1stake the way it was written. I 
mean , I thought it ought to be a joint statement . Did 
they get that over t o you? 

L(R. IVGERS: I think you are thinking of the tele­
gram, ~r . ~ecretary . I have that r i ght here . 
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H.K.JR: Is that where we start? Do v.e start on 
that , I mean? I am very much flattered that I should be 
speaking for the newspapers of America, but I thought 
it had better be a joint statement rather than just for me. 

Ult. ROGERS: The telegram ia in terms of specific pro­
motion material rather than the Allied Newspafer Council. 
This is a req~e st of the newspapers to write l.Il--

(Mr. Gaston ent ered the conference . ) 

H.M. JI\: I thoueht, with all the newspaper men here , 
that you had better sit in and help. 

Does that come first , hogera? 

l!R. ROGERS: This is the first thing in the promo­
tion - specific promot ion package, eo to speak. I t is 
to go out April 2. One telegram for newspapers and one 
telegram for weeklies. {Copes of telegrams attached.) 

H.M. JR: Have you changed it, or does it still go 
out over my signature'? 

MR. ROGERS: Yes, I unders tand f rom Peabody that the 
suggestion waa it was to have your name and Yr. Tripp's 
on it . 

H.!J. .. JR: I thought so . Then we thoucht we wouldn 1 t 
do anything un t il you (Y~. Tripp) go t do~n here, an~ay. 

•• • 
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MJ{, COI;LES: 1\r, Secretary, it seems to me the kind 
of a news story that ought to go OHt today is a story 
quoting you saying, "A group of leading newspaper 
publisners and editors met with me March ~0 and pledged 
their suppor t in the forthcoming Treasury Apri l Victory 
bond campaign . The group voted unanimously to ask 

:1 54 

Mr. Frank Tripp of Gannett newspapers to•be chainnan of 
the All ied Newspaper Council which was set up by that group. 
I am very happy to announce Yr . Tripp has accepted and 
was in conference here today on plana for that canpaign." 

H.M. JR: Am I correct - because evidently there is 
some misunderstanding - tnat llJ'. 'lripp and lolr . Barnum 
representing this 4 Hied 11ewspape r t.ouncil have co.:ne down 
here to help us with the second roar bond dri ve'f 

1.\R. C01'.Lr.S: 'Iha t is right. 

H.M.JR: That is correct? That is their job? ·. 
MR. COVILES : That is right; to help as regards news­

paper support . 

H.M.JR: Because there was some misunderstanding 
around that they were t o do other things, but that is in­
correct , ie it? 

UR . CO~LeS : Until this drive is over, they aren't 
going t o do anything eue. V.e talked, LaRoche, lir. 
Tripp, and I, about ~eeping tnis same committee together to 
help on other Government problems as they came along, and 
to keep it together for future 1reaaury campaigns. 

H.M.JR: Future Treasury campaigns? 

Mh. COWLI:.S: .11.nn some other Government projects, but 
until you get this April one off, nothing will be mentioned 
of aey kind. 

H.M.JR: .11.11 right. 

J.IR. TkiPP: .~>t the moment , it is entirely a 'l'reasury 
matter . 
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H.M.JR: That is what 1 think it should be because 
it is a big enough job, 1 believe. One thing at a time. 

Saying that Mr. Tripp would also £Unction for other 
Government pro jects bothered me. 

MH. COWL!S: That can be eliminated. 
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UR . TRIPP: Is t hat a release? (Copy of suggested 
press release handed t o Yr. Tripp . Copy of final release 
attached. ) .• 

H.M. JR: Yes. I don 't think it is too hot. I don't 
know who wrote it so I can critioi~e it, but I think you 
fellows can improve that. 

MR. TRIPP: 'rhat is superfluous at this tillle . If, 
when we finish this job, we see any value to t he thing, 
we can put it to work on something e!Be. 

MR. COWLES: I am glad to see t he Editor and Publisher 
gave us a pretty good kick- off, (Copy of Editor and Publisher 
handed to the Secret ary. ) 

H.M. JR: Another thing I ask is - I always think i t is 
beat t o state all your misgivings at the beginning and then 
there won' t be any as we go along. I am goinc to leave 
that with you to let you polish it up. 

lffi, TRIPP : The sentence you are speaking of is the 
second one, I believe: "Yr. Tripp wi.Ll &lso function for 
Allied Newspaper Council on other Government projects." 

H.M.JR: I just raised that at this time. 

!Ul. TkiPP: You don • t want that ? 

H.M.JR: Well , I think--

MR. COWLES: At this time, why rahe the point? 

YR. TRIPP: That is well out . It doesn't add anything 
to it now, 
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H.H.JR: I am sure that after you have helped us make 
a success or this , you will be in great demand for other 
projects . 

MR. TNIPP: That is what I am afraid of . (Laughter) 
• 

H.U.JR: I just wanted to make sure that OWI will let 
you concentrate on helping us from now until the' first of 
~ay . You see, we have got to watch-- · 

MR. TRIPP: You know tperf is an exl ra fee for 
exclusive representat ion. (Laughter ) 

P. .H.JR: Well, we are prepared to pay the fee . 
(Laughter) Two dollars a year. 

The other thing, I take it that you want Mr. Bridge~ 
services just from now until the first of May, and then he 
can continue after t hat working with ue. Is that the idea 
or not - because we think he is good. I mean , I ~ould 
like to have that cleared up . 

11lt. THIPP: I don't blame you for that . We would 
like to have him throughout this campaign, at l east . Then 
if someone else picks on us, maybe they can l oan us a 
little boy. 

H.~.JR: Frankly, I would bate t o see him leave us 
and then go on to sometning alae. ln other words, he is 
available to you for this drive•( Is that al! right'/ 

MR. C.'Oi.LES: '!'hat is right. Lat me clear up any 
misunderstanding on this point. 

H.M.JR: I am being blunt enough about it . 

tm. COWLES: The problem comes up on any one of these 
major Government campaigns about putting the newspapers 
together as a group, and after the ltmoft the other day, 
this newspaper, a dozen or more men who were in the room 
said, "If • get the •Hied Newspaper "oun()U put together 
it is primarily to help the Treasury, but can't we keep 
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it together and have it function if somebody ehe has to 
turn to the newspapers, i nstead of calling another separate 
new group do~n to Washington, and so on. Can ' t we have 
this same Cpuncil function?" 

H.M.JR: That makes sense. 

!AH. COWLES: But nobody will raiae a single point until 
this one is out of the way. 

H.M.JR: i'air enough. 

~lh. T.uPP: Until you are ready for another Treasury 
drive, perhaps. 

H.M.JR: Just a little nervousness that •r. Tripp and 
L\ r. Barnum might be in the middle of this drive and be 
called off • o tell if there are enough tires to go around, 
or meat, or something. I mean , in other words, if they ue 
going t o get started, we v.ould like very much that they would 
feel free to concentrate on our problem until it is finished. 

MK. TkLPP: That will be true ; that is the way it 
will be. 

H.M.JR: Fine. 

MR. CO\LES: Ur. Tripp feels one thing - i f I am 
misquoting you, you correct me - or do you want t o tel l 
the ~ecretary, yourself, your feeling on thia taxable 
future 'I 

H.M.JR: If you are going into that , may I have 
Mr. Sullivan join us? 

MR. BELL: He is out of town making a speech in boston . 

H.M.JR: ~ho knows that besides John? 

l.IH. BELL: l>hat is i t'i 
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MR. TitiPP: I will tul you the situati on. 'lhe 
si tuation with respect to local newspapers is t his. 
They have been urged, from time to time, to do a job very 
simiJ.ar to this . They have been furnished campaigns 
and developed some themselves at the request of the 
Government - urgent requests. They have gone out and 
sold a large amount of advertis i ng for different pro j ects . 

There has developed against them a resistance and 
a resentment based upon the belief of plenty of manufac­
ture rs and industrialists that it is a case of the news­
papera trying to capitalize on the war effort, and t hat 
they are just passing a t in cup and tne ai tuation isn't 
good . The situation, as it exists now, isn't good for 
this dri ve in !oce.l fields. ' 

H.M. JR: You will have to explain tnat a little 
more. I s it bad from the newspaper publisher's or from 
the Government's standpoint'( 

MR. TRIPP: No, this comes from the standpoint of 
those to IVhom this advertising is sold - by whom it is 
sponsored. 

H.M. JR: Lxplain it a little bit mo re. 

MR. B~LL : A corporation? 

JAR. Tkli'P: 
in any campaig11. 

A corporat ion asked to sponsor advertising 
Am I right in aaswning--

!Ilk. CO'i/J..ES· Assuming t he Deslloines hegister and 'fribune 
goes to "XYZ" c~rporation in DesMoines and that corporation 
buys a paid Treasury ad. lieU, the Des!Aoines Register bas 
goo e around so often for the Treasury, asking fo r sponsor­
ship on advertising and for some other Government campaigns, 
that the "XYZ" corporation in DesMoines is getting th~ 
feeli.ng we are passing t he tin cup and tbe newspaper u 
reluctant to go out asking for sponsorship. Now--

H.M. JR: May I interrupt yoo ·r Do they feu. it is the 
Desloloines llegiater or the Treasury that is passing the tin 
cup? 
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~ou, . TldPP: The he~ister. There hasn't been back 
of t his t hi ng, at any hma, in our opinion - at least 

~ss 

not enough to protect us - any direot approach from Govern­
ment . •nat puts us in much of another category, then , in 
going out to t ry to do this thing. It is obvious that the 
newspapers , alone, can't cury this load. They have neither 
the finances nor ~he newsprint to do it - nor the manpo~er, 
I might say . They will do the best they can . 

MR. BELL: '!'hey feel the newspapers are drumming up 
business . 

H.l!.JR: I get it now, but I wanted to understand it . 
I didn't understand it . 

~\Ji. TldPP: Then there ia a ll'idespread misunderstand­
ing as to the deductibility of this advertising expense, 
particularly among those adver tisers who have had no past 
advertising experience • • t;ases already exiat of disputed 
charges in the 1942 accoun ts , where a manufacturer had 
been sold in good fai th, to coooerate in one of these 
campaigns, and his expenditure ls disputed on the ground 
that he has never been an advertiser, that he has nothing 
to sell the public - never had and never will have. 

MR. BELL: That is what I talked to you about this 
morning - policy . 

H.M. JR: It couldn't be in '42 because ~e haven't 
made any JXaminations of '42 returns , yet . 

WR. TRIPP: I only know of the one case. I was lead 
to believe it came out through an examination of some 
Government agency. 

H. IJ .JR: Could you get the case? 

MR. TRIPP : I can get it, yes . 

H.M.JR: Because it 1\'0Uld be most unusual because, 
after all, you just filed your '42 returns. 
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MR. TRII'P: ''hat is right . I couldn' t exactl)' 
understand that. I onl)' heard it this last week . 

H.M. JR: If you get the facts, maybe we could clear 
that up . 

Mit. TRIPP: Hegardless, here is something quickl;t 
and crudely drawn, that )'OU m&)' or may not think is too 
broad. (Paper handed to the Secretary, cop)' at tached. ) 

Furthermore, it would be ver-y helpful for the Trea- .• 
sury and for the sale of the bonds, if newspapers 
promot ing this campaign had in t hei r possession, 
signed by you , something l ike that. 

H.M. JR: \iell , of cour se , what you have got in 70ur 
hand v.as some thin~ the)' v.anted me t o sign and I couldn't 
sign that one , but let me see this. • 

MR. TRIPP: '!nat is sales , too, pure and simple. 
You sold advertising; you know what I am talking about. 
(Laughter) 

MR. COWLES: This would n<t be for public re.lease, 
but 10uld be sent to newspapers, that they could show to 
the prospect that the)' were tr-ying to get to sponsor a · 
Treasury ad. 

H1~ . JR! (Reading) "Thi s i s an urgent appeal to Ameri­
can business ann industry to participate aa l1berall)' as 
possible in the effort which the Treasury Department has 
asked newsDapers to put forward in connection with the 
Government's 13 bill1on dollar bond sal e drive. 

"The localized advert ising pr esentation is made by 
newspapers on behalf of the Treasury Department. By so 
doing, they carry their share of the local effort which will 
be necessary for all America to be awakened to the emergency. 
To deli ver the message as effectively as wi ll be required, the 
cooperation of all business and industry is needed locally 

, 
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throughout the Nation . Generous sales support in every 
city and hamlet is a vital part of the program. The 
sponsorship of the Treas~r.r Ue~artment advertising in 
this campaign is a deductible 1tem in any company's or 
individual's advertising account , or is deductible up to 
five oercent of gross sales or income, with resoect to those 
who have had no advertising experience or account. " 

Let me just get the past history. 

Ted, do you know, or doea Yr. bridge know - have we 
ever done anything like this? 

MR. BRIOOE: You haven't, !.lr. :>eoretar.y, to~ know­
ledge, with the except ion ot one telegram of a similar 
nature that went to the n ewspapers' advertising executives 
!ast October. Mr. Sloan has signed a ! etter that has 
been issued rather generously along this line, if I may 
say so , thou~h entirely separate and distinct from what 
Frank had sa1d, because we had had no discussion on thi s . 
He has put his finger on it, as a newspaper man 1\'0uld, 
on the primary points of re\istanoe in the successful 
sale of this advert ising. · 

Point one is this fe eling that it is tin-cup adver­
tising, because it seems to have some of those elements . 
This article that i:.d.itor and J'ub!iaher requested, which is 
before you, is directed largely to answering that question 
as beat I know how to do it. But it ia a vital problem. 

The question about taxes comes up time after t~e , 
and we give them no ansT.er because we don't tee! tnat we 
can gin an answer. ~>e give no answer. 

H.M. JR: Well , the tax thing- on that t here can be a 
olean-out statement written as to the facts . I was under 
the impression that L!r . l[e!vering dld do eometning. 

LIR. BELL: He did, but each case must be determned 
on its own merits - whether or not they have been adver­
tising in the past , and whether it is reasonable in 
relat ion to ite business. 
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Mk. GAMBLE: It can't be done blanket. 

l.IR. TJUPP: We can't sell it on that basis. It is 
Lmpossible to publish it and get it distributed before 
the campaign. 
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MH. BliLL: In this memorandum going out on both points, 
one is the corporate sponsorship, and the other is the cash 
contributions - as to whether or not they are deductible. 

MR. GAMBLE : If the Treasury aska the newspapers, 
or puts it in the hands of newsvaper people for their 
own program, they would , it seems to me, place themselves 
in tne position Where they had t o do the same thing for 
al l other Government agencies. 

H.M.JR: Say that again . 

V~. GAMBLE : If you were to issue such a letter you 
would have to have a similar letter for OPA when they 
went out for a scrap campaign or a erease campaign. 

H.M. JR: 'lhat doesn't bother me so much. I will 
tell you in a minute what does bother me. 

MR. GA:>TVfl : So far as I know, we have never issued 
any statement or put out any policy wnich would distin­
guish between War Bond advertising aponsorship or any 
other kind of snonoo rship of advertising for Government 
purposes - which would distinguish between those and com­
mercial advertising. 

In other words, the space that they - advertising is 
judged to be reasonable on the basis of what we have said 
heretofore, on the score of what the business warrants; 
the present business, present sales , or reasonable prosp~ct 
of fUture sales - what they warrant in the way of advertls­
ing expenditure , without any relat i on as to whether this 
is Government-sponsored advertising. 

MR. BELL: It is just treated as straight advertising 
regardless of the purpose. 
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MR. TRIPP: That is right . 

H.M. JR: This isn't so easy. 

MR. BELL: No, it isn' t . 

MR. TRIPP: I knew it wasn't. There is something 
else that isn' t easy that you have not mentioned. 

H . ~.JR: This does not have t ? be settled between now 
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and four o'clock when I have ~normal weekly press con- • 
te rence, does it? And you are going to be here and ~e can 
go ahead if you will steam on this and try to work out 
somet hing if possible. 

MR. TRIPP: I rould like to get this out 'of the way 
as soon as possible because the time ia abort. 

H.M.JR: I am not t rying to ata!l , but there is - the 
reason I drew back - I always try to be frank - that 
othe r letter was - I didn't want to go around with a tin 
cup as Secretary of the Treasury. Now t here are certain 
niceti es of feeling, what I should or shouldn't do , not 
as an indindual , but the position . I sort of ins'tinc­
tively drew back. Wasn 't I going around with a tin cup? 
I have got to be awfully careful because I can' t, on the 
one band, urge these people to do it,. and the next day send 
my investigators around and say, "What you have done can't 
be deductible. • "But take a l ook at the letter. Here is 
your letter." 

KR. TRIPP: Tbat is right . 

H.M.JR: '!hat ia why I got rid of the illerican Agri­
culturist the day I m.oved in here , and every other busi ness 
int erest I had, because I couldn't - there is the best 
example . I couldn't solicit advertising directly or in­
di rectly for any publication because I would be in that 
fellow' s books the next year. I don 't knOW anything that 
would be worse for the ~cretary of the Treasury to have 
than to owo a publication that took paid advertising . 
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MR. TRifP: A bad thins fo r anybody to own. (Laughter) 

!l.M. JR:· I was very conscious of it . The minute I 
came in here I realized it was the one t hing I should get 
rid of. 

Mk. TRIPP: I am raising the fundamental objecti on -
the resistance. 

H.M. JR: We!!, the will here ia to be helpful . I 
want to be ethical; we want to be ethical. We don't want 
to ask the ne•spapers to do something that we are not 
willing to do ourselves. 

WR . TRIPP: That is, frankly , what we t hought. 

H.M.JR: Now, there is good - as good will between 
me n, I th ink we can find a hap~y medium, but it can ' t 
just be found in a couple of m1nutes. 

MR. TRIPP : I didn ' t think I wrote a Treasury order 
11hen I wrote that, IAr. Secretary . 

H.U.JR: but I think if we could get this publicity 
straightened out for this afternoon, announcing your coming 
here, and then if Mr . Be!! and Gaston could take over this 
meeting in l4l' . Gaston's room - have you anothl!l'meeting 
this morning? 

YR. BELL: No, I don ' t think so. 

H.M. JR: ~ould you continue this· discussion? 

lffi. BELL: Yes • . 

li .M.JR: And send for some te.x lawyer. 

MR. BELL: Sullivan ought to be in on it. 

H.M. JR: he is gone for two days. 
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MR. (;0\'a.ES: I happen to know that Phil Y.enchel 
has been passing on a great many cases that have been 
submitted to the bigger companies . He has been giving 
opinions almost daily. 

H.!.!. JR: I would like to have the Commissioner in on 
this. 

llll . GASTON : I think he wUl feel he should be . 

Ml!. Til PP: llight I suggest that the last part of 
that can be separated as a separate discussion? hhat 
do you think of the first part? 

In my fi rst communication ·to newspapers and associa­
tions I would like to be able to auure them t hat they 
are go inc to have some tools to v.ork 11i th that they haven't 
had in the pas t , because, frankly, they l ook at this t hing 
as just another headache that they want to do a job on, 
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but they view it with a lot of groans , to put it mildly, 
and I would like to have them get at it with a little spirit 
of enthusiasm. You see, I want to say, "Here is something 
different; here is something we oan do. Now let's do it 
right . loe have no excuse . Let's let the excuse land back 
to the fellow who absolutely refuses to cooperate - not 
in our laps." 

H.M.JR: '•nat does the Ataerican ned '-ross do? 

MR. TRIPP: They have thia same problem. 

H.M.JR: Do you know bow they handled it? Did they 
get a letter from Norman Davis? 

MR. TRIPP: Yes, they had a .Letter, I imagine. 

MR. BRIDQE : The local Red Cro~ s itself goes out 
and raises the money, rather than the newspapers . The 
local committ ees raise the money, and in turn they spend 
it on the newspaper advertising. 
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M.R. BELL: Rather than sponsored, it is a casn con­
tribution . 

Mit. BRIDGE: They get the sponsor, but the rted 
Cross - the Baltimor e committee solicits the sponsor 
t•ather than the Baltimore ::Un solicit ing the sponsor. 

iln. . TiUPP: fhe difference is , in the case of the •<ed 
Cross you have an established local contact in existence. 
ltere the 'I reaaury Department ie working through newspapers. 
Tnere is no local setup. That is wnat I hope to create, 
eventually, after this drive ; such a contact between all 
Government agencies and localities, whether it be for en­
listment or 11bat nave you. '••hether it can be done or 
not, remains to be seen. There isn' t time to do it in 
connect ion with this drive. 

H.M. JR: I don't want to give you an answer. I ~ill 
put it t his way. I would like to be he1~fu1. I want 
these people advising me to think this tning over. I am 
not goipg to go off half-cocked. If I can do it ethically, 
I will do it. 

MR. TRIPP : That is sufficient. 

H.!.I. JR: 
thing, I will 
ethics. 

If they can assure me on the ethics of this 
do it, but I nave got to be assured on the 
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J.IR. Tr.II'P: 
of this thing is 
can do it. 

I will have to bring to you that the success 
going to depend largely to what extent you 

J.IR. BARNUM: kr. Secretary, let me say this f rom the 
lOcal angle in the field. Your bond committees nave bad 
no general rule; in some instances they heve IJlld separate 
advet'tising, some sponsored by the "A'' comp~ny, or the "B" 
company. In other instances, the bond co~n1ttees have 
raised a pool of money from , we will say, retailers as a 
~hole, manufacturers as a whole, and those funds then were 
spent by the local committee. 

c 
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Now then, the lied Cross and the S()rap drive have gone ( 
out and sold either individually or oo!lective!y, so there 
is a definite confusion of operation as far as newspaper 
selling across the country i8 cmoemed, to back these 
drives . 

Now, your manufacturer, today, is wondering, and the 
retailer, too, where the demand for spa()e fs "oing to stop, 
because i t keeps coming on ; yet many of them :re hiding -
I call it blding - behind a barrel, on the theory that they ,. 
subscribed last year f i ve thousand dollars, or a thousand 
dollars fo r the l ocal committee's wo~~ . 

Now, on top of that comes the Red l. ross with the de­
mand for t he increased funds this year, and many of your 
facto i•iea have stepped up their contributions as much as 
five t imes, and reluc t antly they have done it, you might 
say, almost with a fi~ht, in some instances, because they 
had given three or four t imes as much to thei r local ••ar 
Fund last fall. 

All right , now in the meantime - this is the only 
reason I am bringing it up - in steps the Ordnance l'ead­
justment co:nmlttees, hammering dovm contracts, and items 
are questi oned. So your manufacturer, in this instance, 
feels he has a proper defense in refusing further appeals 
for purchase of advertisin$, and that is why that parti­
cu!ar document would defin1te!y c!esr it . Not that parti­
cular document, but one that wi ll help i t out. 

li .M.JR: Gardner Co~les is going to slay me for say­
ing t his, but this is one of the - I would much rather go 
to Congress and get an appropriation for t his thing, but 
they say they don ' t ~ant us to do it . I mean, that is--

UR. COWLES: No--

UR. TRIPP: 1 don ' t think it needs to be done yet. 

1!.1.1 . JR: I v;ould like to go to Congress and say, 
"We need ao much money." Then it is , "What are you going 

Regraded Unclassified



.. 

- 17 -

to do with the radi o stations, " and ao fo rth and so on. 
But I want ~ou to know we heve thought a lot about this 
thing. but give t hese people a little chance to mull on 
this thing. Bell is avai l able now. You could cont inue 
this , couldn't you? 

M.rt. BELL: Yes, sir . 

H.M.JR: ~bat about this publicity for four o' clock 
about your coming down here? Do you want to go over that , 
too, and maybe let me have something after lunch? 

lollt. TkiPP: Yes. ..bat time do you want it? 
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H.M. JR: ~arter of three . If you give it to rlerber t -
if you work that out Ylith "aston and see that he has it, 
be wi l l give it to me. If you people and OWl agree on it, 
and Gaston agree s on it , I will just take it, that i s all. 

l.!i~o Ti[PP: You don' t mean thh thing? 

Mrt. GASTON : Just t hi s announcement of your coming. 

MH. TRIPP: Yes , we should work that out very si mply. 

H.W.JH: I meant your coming down here . I t ake it 
that we will give you office space. !a that the idea? 

!.lli. TRIPP: I " ant to know about t hat. I don't kncnr 
where we are going to operate. I wouldn't be surprised 
if we might better operate fro~ New York City • 

H.M.JR: If you want a couple of hal l bedroom3 ne re 
in the Treasury, we have got t hem. (Laughter ) 

MR. TRIPP: I would rather si t down and discuss - I 
am ver1 green on this thing. I would like to discuss the 
job a little more . 

H.M. J,(: Do you want to t alk any more t oday or to­
morrow with me 7 
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~Ut . THIPP: It seel!lll to me that 1 have got to find ott 
Vihether this work emanates more from the .f.dvertlsing 
Council in 11ew York, or from " ashlngton . The mechanics 
of this t hi ng, so far as I am concerned , v;on ' t have much 
to do with it. We are only going to try an d stir up the 
animals. 

UK. crn~LES : I t hink Mr. Tripp needs to get very 
familiar v.ith what Peabody is working on and all of tllat 
material, first . 

H. U. JH: He isn ' t he re today, but if they want a place 
to hang their hats , Bell, will you take care of that ? 

l.!ll. Tl\IPP : If u could have a piace to work t oday 
for a couple of hours, I think we can get somewhere. 

fl .U. JR: Do you wan t to drop in here again at quarter 
of tnree with that pub!ici ty statement? 

I.!R. Tlui'P: Yes, or we can send it back to you. 

H. LI. JR: Either way. I wii.l either see 11aston with 
you or not . 

~!R. TRIPP: I can clear i t through Jl.r , Gaston. 

MR. GA::."ll)N: I think it is a simple thing . 

H. U. JR: Have you got something els e? 

MR. CO'AU:S: I have got to go to another meeting. 

H.M. JR: Have you something else as far as we are 
concerned'/ 

MR. COWLES: No. 

H.M.JR: I am delighted wi th this. I think that 
r.hatever time you have today, between llr. Gamble and Mr. 
Bridge and Mr. lwgers, they ought to bring you up to date 
as to what we have in the v.'Orka. 'lie have a lot of good 
stuff in the 110rk:s. 

~ 69 
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MR. TRIPP: Frankly, I am not so much concerned about 
the stuff in the works . I know what has gone t hrough the 
hands of the people. That can almost be rubbe r-s tamped 
so fa r as the Newspaper Council is conoerned. 1bey don't 
want to set out on any pseudo censorship campaign. I am 
not interested in that . It seems to me what you want out 
of this Newspaper Council is a little cooperation and 
enthusiasm on the part of the newspapers , to do the job 
they are eoing to get • . 

r. .M.JR: I didn 't mean t o pass on . I meant I ~~ld 
l ike you to know what has already been acco~plished . 

MR. TRIPP: Yes: 

H.ll. JR: Then you build on top of that. The boys 
have done a lot already. 

MR. T!UPP : AU right . 

... .... 
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This is an urgent appeal to American business and 
industry to participate as liberally as possible in the 
effort ~hioh the Treasury ~epartment has asked newspapers 
to put fo~ard in connection with the government's 13 
billion dol lar bond sale drive. 

173 

The localized adverti sipg presentation is m.ade by 
newspapers in behalf of the l reasury Department . By so 
doing they carry their share of the l ocal effo rt which will 
be necessary if all &merica is to be awakened to the emer­
gency. 

To deliver the message as effectively aa will be 
requi red the cooperat ion of all business and industry h 
needed locally throughout the nation. Generous sales 
support in every city and hamle t ia a vital part of the 
pro g r11111 . 

The sponsorship of Treasury uepartment advertising 
in this campaign is a deductible item in any company'• 
or indivi dual ' s advertising account; or, i s deductible 
up to five per cent of gross sales or income, with respect 
to those who have had no advertising experience or account. 
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TREASURY DEPARTLlEl?l' 
Washington 

FOR If,~1EDIATE RELEASE, 
r.tonday , lt.aroh .29, 1943 · 

Press Service 
No , 35-90 

Secretary llorgenthau announced todoy thot Frank Tr ipp 

of Eloi:ro, New York, has agreed to serve as Choirman of 

the Allied newspaper Council in connection with the sale 

of Treasury bon?s · 

L!r . Tripp, who is General l!nnaser of The Gan_nett 

r:eiVspapers and Choirrnan of the Bureou of Advertising 

of the Aoorican Newspaper Publishers Association, was 

the unanimous choice of "the publishers and editors who 

attended a meet in& Saturday, r.tarch 20, in the Treasur y 

to consider what newspapers mieht do to help the Second 

War Loon Drive start ing April 12 . 

Tho goal of the drive is $13, 000, 000,000, of whi ch 

it is intended that $8,000, 000,000 IYill be obtained from 

non- banking sources , It is the largest v;ar Unancing 

canpaign in history . 

Don Dridse, well- kn01vn newspaper advertising execu­

tive, formerly of t he }few York Timeo and of the Indian­

apolis News , has been ass igned by the Treasury War 

Finance Oor.vnittee to work wit h Mr . Tripp. Jerome T. 

Barnum, formor publ isher of t he Syr(lcuso Post-Standard·, 

a lso will give his time t o the effort , directly repre­

sentinG Ur. Tripp . 

-ooo-
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H)!Jr: 

Operator I 

I!MJr: 

Lealie L. 
BHne: 

HI!Jr: 

B: 

HMJr: 

B: 

Hl!Jr: 

B: 

llMJr: 

B: 

HMJr: 

, 

Hello. 

Mr. Bittle . 

Hello. 

Karch 29 , 19~3 
11: 3~ a.m. 

Good morning, Mr. Secretary . 

How are you' 

Jus t fine , thank Y?U· I'm very grateful to 
you for the nice letter that you had sent to 
me. 

Well, you are always helpful to ua. 

Thank you. 

Biffl e , I'm coming to you tor some mor e help. 
You may have been reading in the papers some­
thing about a stabilization plan or money 
after the wa r is over? 

Yes, sir. 

And there's qui te a s tory on the front page 
or this mornin~'s New York Times out or London 
on i t . Now we ve had thie plan and we've been 
developing it ror about a year, and the plan 
that we were going to do,and it's all been 
aoproved by the Preeident and the State Depart­
ment, to invi te these exper t s from the various 
Uni ted Na tions to come to thla country to dis­
euse the thing, you see' 

Yes. 

And that letter went out about a week ago. 
Now what' a happened, the E'nglish got together 
a plan and their plan l eaked out or London, 
and there 's been great pressure on us to eay 
what our plan is, and we, frankly, don 't know 
whether we should publiah it or not, but we 
would lUte very much to he ve a n oppor tunity t o 
explain' it to the Commi ttee on Foreign Attaira 
in the Senate and aleo the Banking and Currency, 
who ' • interested in the stabilitati on rund, and 

(cont.) 
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HHJr: 
(cont. ) 

8: 

I!JI.Jr: 

B: 

HHJr: 

B: 

HHJr: 

B: 

HHJr: 

8: 

HHJr: 

8: 

HHJr: 

8: 

HMJr: 

B: 

l!llJr: 

- 2 -

I was wonder ing whether thoae t wo committees 
would care t o have me come up with Dr. White, 
Just as soon aa convenient, and explain t o them 
what it's all about ~etore we release i t to the 
publ1o. 

I think that would be a wiee thing to do . 

Hello? 

I thi nk that would be the wise thing to do, Mr. 
Secretary. 

Yea, and we don ' t know whether we want tore­
lease it to the public and we'd like to aek 
their adv i ce. 

Uh bub. 

But- now Senator Vandenberg- hello .... 

Yea, air. 

•••. is very much i n terested, and he's corresponded 
with us, and I've tol d hi m that we would, at the 
appropriate time, explain it. Now we 're r eady 
now to come on up. 

Uh hub. Most a ny timet 

'Well, it •.. . 

That ia- I mean within reason. It ' ll .... 

Oh •••• 

•..• be a few days' noti ce . 

••.. it you give me a day or t wo ' e notice, and 
1'11 adjust myeelt, and it 1 e - then it Senator · 
Connally has hia committee on poet-war problema 
whioh - I don't know - that committee or eight? 

The Post- I mean the •... 

The Poet-War Committee - they ..• . 

• 
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B: 

HliJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

RXJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 
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Tha t 's- no , it's ten. 

Ten. 

That's right. 

Now what - post - what is tha t? I8 that 
Banking and Currency or 1a it ..•• 

Well. .•. 

•••• Ju~t Foreign Atfairat 

No, it' a a special co ami ttea, and not - 1 t in­
clude a one or two from each of the cosmittees •.•• 

Yeah. 

•... o r those two committees. 

Well , here's the point. I 'd llke to make - explain 
t o the Senate what we have in the process. We're 
just formulating a plan , you see t 

Yea, air. 

There's been interest dieplayed, particularly 
by Vandenberg. I'd like to ooneult with them, 
and I'd like you or Senator Barkley to tell me 
who 8hould be invited to auoh a meeting, aee? 

I aee, uh huh. All right. 

Now there're eo many people, I don't know. But, 
after all, you do know, and- and if you would 
talk t o the Senator about it .... 

I'll talk to him at lunch today. 

Will yout 

And let you hear from me thia afternoon or the 
first thing i n the morning. 

W111 you do that? 

Be glad t o. 
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And, 1n the meantime, we'll Juet eit tight 
and not say anything until I hear from you. 

All right , tine. I'll be glad to call you 
back. 

Thanks eo much. 

Fine. Goodbye. 
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Hello. 

Sir Frederick. 

Hello. 

Yee. 

March 29, 1943 
11:40 a.m. 

Phillips, Morgenthau speaking. 

Good mo rning. 

Good morning to you. Phillips, do you know 
when your people are going t o publish your 
plan on post-war stabili zationt 

Well, the last - the laat auggeation I heard 
was April the 6th. 

April the 6th. 

Xea • . 

I s that - i s that off1 cialt 

Well, it was official as f ar as they could 
keep to it. They may find they can't quite 
hit that date. 

Well , would - you mean they might go ott 
earlier? 

No , I - it won't be earlier, I don't think. 

Well, the reason I'm asking you ie that I 
waa - it vas running through ~ ml nd that 
we might want to publilh aimultaneoualy. 

I see. 

And would you mind getting a cable ott ... . 

I will. 

.. • • and aaying that 1 a running through my mind. 

Yea. 
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And, therefore , I would like to know the da~e. 

Right, right, air. And nov walt a minute, have 
you got any particular oho1oe about these 
datee? 

'II ell •••• 

I thought 1f they could do 1t on Tuesday. 
Tuesday 1s April the 6 th, and does 1 t make any 
diff erence to you whether 1t 1 e the 6th or 7th 
or the gth. 

No , except 7 1e a lucky number. 

Ah - oh, I see. 

I don 1 t care. 

All right. I was getting a cable o ft, but I'll 
get one ott anyhow nov. 

Oivee us a little more time. 

Yea, 7th. 

Yea. And what do you think of thle thing Which 
1e eort or going through my min~ about publish­
ing e1mul taneouely? 

Well, frankly, I alwaye thought you'~ - you '~ 
be unable to etand , to not publ1ah1ng. 

You'd - we'd do what? 

I always thought you couldn 't etan~ to the 
policy or not publhhing youra. 

Well, if we don't what would you think if we 
did 1t e1multaneoualy7 

Oh, I think 1t 1 ~ be goo~. 

Good. 

Yea. 

Well, 1t'e running through my head an~ you 
might get ott the cable to the Chancellor and 
eee wba t he think a. 

lSO 

Regraded Unclassified



- 3 -

P: R1ght. 

Rl!Jr: And get the date. 

P: Xes. Very good. 

Rl!Jr: Thank you . 
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Hello. 

Mr. Pehle. 

J ohnt 

Yes, sir. 

Msrah 29, 1943 
12:01 p.m. 

I told the President something about this 
Lazard Freree business •... 

Uh huh. 

.... but I didn ' t know an awful l ot about it. 
Nov - eo he asked me eome oueet i ona, and I' d 
l ike to know more about it. 

R.ight. 

When are you going to see theee oeople t 

Five o 'oloak today, it was scheduled. 

I see. Ooeh ! Well, the only time ~hat I would 
have would be at quarter or three. 

R.1ght. 

Could you come over and tell me - in fi fteen 
minutes tell me something about itt . 
Certalnly. 

Well, supposing - auppoeing you do that and -
can you do it in fif teen minu tes? 

I think eo , uh huh. 

Whatt 

Yea, I can . 

Okay. 

I might want to bring eomeone else along. 
that all rightt 
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I!MJ'r: That ' s all right. 

P: Right. 

HHJr: That ' s all right. 

P: I '11 do that . 

HHJr: Thank you . 

P: Quarter of three. 

HMJr: Right . 
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Where are you' 

March 29, 19~3 
2:37p.m. 

I'm at a meeting or the group here in Loe 
Angeles at the Second National Bank. 

Good. How are things going' 

Why, I think things ar~ going splendidly. I 
wouldn ' t have missed this tri p tor a million 
dollars. · 

Good. 

I've learned an 
ardent group or 
Juet am getting 
l think we were 

awful lot; I've IIIPt a very 
people; and I'm- well, I 
a world or benefit out or th1e. 
right to have me come. 

Good. Now I've got a meeaage that- it's a 
quest i on or whe ther you should come right back 
or stop at Cleveland. 

That' e right. 

Well, I want you to come back. 

Oh, m:y ! I would l ove to atop at Cleveland, 
but I 11 .... 

Vell. .•• 

••.•• do what you eay . 

.... who's going to- I'm doing your work and 
Peabody's, and I'm juet swaaped, and I can't 
do it. That' s whet I brought you and Peabody 
down here tor. 

Yee, that's right. 

Every - every damn thing bee been dumped on 
my desk. 

Oh, no ! Vell, that' a wrong. 

Vall, it - you lett no orders behind you who 
ahould do it. I mean there'• complete chaos 
hera. Nobody knove; there' 1 no authori ty, 
nothing; and ae a reeult that- that I'm doing 
your job. 
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Well, that shouldn ' t have been becauee I think 
George and Harold both understood that they 
were to car ry on their part o f the ahow, and 
that any - any reconciliation which we didn ' t 
anticipate woul d be very great woul d have to be -
would logically be taken to Mr. Bell. 

Well, now for example . . . . 

Yea. 

•.•. I'm wi th- I - th1a- here thia ~rning com­
plete chaos with this man that thia Allied Newspaper 
people appointed, Frank Tripp. 

Yea• 

I wen t over the whole thing with Peabody. The 
thing - they walk in here and nobody knows any­
thing o f what they're to do - Gardn~r Cowles , 
Rogers, and the whole group - and I ve been 
struggling most or the day with the help or Gaston 
to pick up the loose ends. Now I can ' t •.•. 

Well, where 1e Peabody? 

He isn ' t he r e. 

Well, where 1s he, sir' 

He ' s up 1n New York. 

On this Job. 

Well, I don ' t know. He aaid he wanted to go end 
atey Monday in Nev Yo rk , and I eaid, •otay.• 
And lt'e Just too much. I oan't dolt. 

Well, I'll - ell right , air. But tha t le not -
that shouldn't have happened. 

I know i t shouldn ' t, Robbins. I mean it's- the 
whol e purpose or bri nging you 1n ia - is to bring 
more manpower a nd take something of f my shoul der s . 

That ' s correc t . 

But I' ll Just· sunk today, and they're - they ' re 
e1tt1ng here and they - ~~ey want these l e tter s 
t o these publieher a and they've all - every 

{cont.) 
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letter's go t t o be rewritten, nothing is 
' right, and I don 't aund doing 1t but it - 1t 1 1 

Just I can't do it all . 

Well, do they have to have that - it Peabody ia 
in New York can ' t that all wait until his re­
turn tomorrow? 

Uh •••• 

I presume he'll be beck tomorrow, won 't he? 

Well , it l ooks - I mean t o bring these repre­
sentatives or all theae publ i shers in and have 
nobody here t o meet them and have nobody to 
do the thlng, it makes a very bad impression. 
We built u9 thle big ehow and I don't want them 
to think that the Treasury can't function. 

Well, I thlnk you're dead right, but I' m - I'm 
completely battled as to why all that should be. 
Peabody ie completely capable or handling that. 
It he 1 e not in Washington , ot course, he can ' t 
handle it there today. 

No , but he- but there' a- but the point that 
I'm oomplai nlng about is Peabody aeked me could 
he go away, a nd I said, 'Yea ," but I thought 
ther e 'd be somebody who would be here when 
these people walk into my office who would know 
what i t va s all about . 

Tha t 's corr ect. 

But there isn't, and - and when I e&ar t ed to 
inquire what au~~ority you'd left behind you, 
I couldn't find that - that anybody was in 
charge. 

No one individual, no, of couree not, sir, 
because you've go t - you've got Graves ln com­
plete charge or hie part .... 

Yee, but . . .. 

•••. and in oomplete and direct communicati on 
with the field, you've got Buffington the 
same with his par t ...• 

Well •.•• 
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•.•. and any reconciliation neceeeary, which 
waen't anticipated t o be a problem, would be 
t or Mr. Bell. 

Well , it was all dumped in my lap, and there you 
are. 

'"ell , now do you want me to skip both St. Louis 
and Cleveland? 

W111 , now I tell you what you'd 
I d forgotten about St. Louie. 
Bell now. 

He ia? 

better do on -
Eccles is in w1 th 

He has a recommendation t o make end the Board ' s 
approved it. I don 't know wha t it is. How many 
days - when did you plan to l eave Loa Angeles? 

I wae leaving tonight on an eight o 'clock plane. 
I' d fly all night and be in St. Louie tomorrow. 

Yes. 

Then I would work my way ae fast as possibl e over 
to Cleveland. I'd probably be in Cleveland on 
Wednesday afternoon. 

Well, let's do thls. 
got your reservation 
t o St. Louie. 

I t hink as long as you 've 
go to Cleveland - I mean go 

Yea. 

Then I'd skip Cleveland. 

All right. 

And then come on back end piok up the pieces . 

Well I think what - if I can make a suggesti on 
from' this end, I think that you shoul d get Peabody 
on the phone i~ New York. 

Well , he'll be back here t omorrow. There's no 
uaa - the damage is done and the work is done, 
and lt ' a finiabed. And he'll be in t omorrow but 
i t 1a- it's placing too much on me, too much 
detalle and - and the thing that confueee me and 

(cont.) 
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upee te me i e in picking up aomebo~y elee'e work. 
I mean it it wa• - you know - it th~re wae some -
1C 1 t. 0 0 0 

Well, I know but aren't Graves an~ Buffington 
functioning? 

I - I - aa - I think eo . 

After all, air, you know the - the set-un between 
the fiel~ and those off1cea ie complete.· 

'! eab, well. .•. 

The correspondence , the communication, the 
authority and all ia complete. 

Well, I don't- trom Buffington'• aide- I mean 
when I ask him he aaya - well, he can decide 
what kind of a typewriter they want, but anything 
else over an~ above that, he can't decide any­
thing. 

Oh, now that, ot course, ie a mierepreeentation, 
eir. 

'!ea. Well , and then I aske~ hlm again - that 
was Friday or Saturday, and I sal~, •Today what' e 
happening?" and he eei~, •Well , I've got to 
f unction on thingg because nobody' a here so I'm 
~oing it.• But there wae no directive, Robbins. 

There was a directive to the field, and there 
certainly was a perfect understanding between 
u 1 - 8Jiong ua. 

Well - well, if there was, they - they've left 
me with the dietinct impreaeion that there 
wasn 't ao I- I tried t o get you in San Francisco 
an~ m1eeed you, because I though t that lf you 
would talk to Bell or some - Bell preterablf, and 
Just tell him what you have 1n mind. I don t 
want to deflate you when you're out in the field, 
but I'm flat as a pancake myself . 

Uh huh. 

And I - Just when I'm through talking, have a talk 
With Bell. 
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Well, I - I want to do that in any event, but 
this is very distressing because ~t - the only _ 
the only conclusion I oan draw is that somebody 
either doesn ' t understand or doesn 't want to 
unde r stand, sir. 

Well, I- I think- well, do you eee there ' s 
nothing- I - I don't know. Did you get the 
peopl~ together and have a talk before you left, 
and ..• . 

I certainly did. 

Well .... 

I certainly did. It was the laet event that 
t ook olace in ~ office the day that I started 
t or New Yor k e.nd we WPnt arouno. the circul t e.nd 
everybody understood. It my understanding is 
correct, everybody comple t ely understood . 

Well . ... 

Now this advertis . . -this newspaper situati on 
i s something that we didn't know was coming up 
at that time, ~ut even eo that shouldn't have 
been a problem.'- Peabody was right i n the middle 
ot it. 

Yeah, well, he - be shouldn't- he knew lt was 
co~lng. They knew the arrangement- I mean ...• 

Now I don't know whether he knew that this -
that the group was coming in to Washington today. 

Oh, yes. Ob, yes. But I told him he could go, 
but I - I thought eomebody - he would say to 
eomebody - I mean they l ett a very, very import­
ant documen t which they wanted me t o sign to go 
out, do you seet 

Yea. 

I went over it wi th Peabody, and I said , "Now, 
Peabody I don ' t wan t t o ei gn this. L'et 's send 
this as' a Joint statement,• do you see? 

Yea. 
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And then they come in thte morning and there ' s 
Just complete confusion. Now he ehould have 
eaid to somebody, 'I 'm not going to be here, 
and will you please carry on an~ exolain to 
Mr. Morgenthau and ao forth and eo on. • But 
none or that wae done. 

Well •.•. 

And so we had to •.•• 

I- I'm at a loaa t o explain that at this long 
d1 etance •.•. 

Well. ..• 

.... but this o ther thing, I don't know wha t 
oth~r de tails are coming t o you, but certainl y 
nothing should, and if anybody tells you that 
t hey've got no authority exceot what type­
writers go, why , Mr. Morgenthau, that Just 
i sn't right. 

Yea. Well, that was - I - I don't - I'm not 
trying to make troublet but I've got to tell 
you the !acta becaufe - I don't want it to 
happen again. Tha t a the point. 

Uh huh. 

And I- I'm- I don't know where- where the 
fault l i es but- I mean I- i t 's- it'e­
it's a thing which - I've got to work in a 
bapoy atmosohere where everybodY ia working 
together, and we - we've got to ge t everybodY 
t ogether and knock their heada together and 
get them in a frame ot mind ot cooperation . 

Well, I agree to that. 

And I thought we had that when - when you 
lett, and now whether- wha t it 1&, I don't 
know, but ..•. 

Have you been meeting each morning with the 
group? 

I think I met wi th them tvtoe, I think. 
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Uh huh. Nobody has tried to contact me rrom the 
group in the field. 

Yea. Well, I asked each day and then I - let's 
eee, Friday I think- that 's - the day you called 
I was at Cabinet, and Saturday I tried to get you 
and I wasn't able to, and then I was waiting •.•• 

Yea, I was at the Federal Reserve B'ank all day 
Saturday. 

Well, I t ried in the afternoon and- but the main 
thinf 1a if the thing ie going well in tbe field, 
that e the important thing, or ia it Jus~ ..• 

Well, it is. I t ' s going beautifully in the field. 
I think we're making eome real progreee, and I 
think that this t rip hae helped to pu t the two 
organi~ations together in a constructive way at 
those points where I've made contact. 

Well, I'm delighted at that, and thie other thing 
can be and will be straightened out when you ..•. 

Do you want me to contact Peabody? 

No, no, no, Peabody will eay - he ' 11 - I ' 11 ts.lk 
to him ouietly. He - he - t omorrow I'll tell him 
myself ~ I mean as - he'll be here in the morning 
and I'll ask him Just what vent wrong .... 

Yea • 

. .. • and- but it 1a upset me all day anyway, but .... 

Wall, I'm sorr y tor that. It certainly upsets me 
right here rlght nov. 

Yeah. Well , I'll - no, I'll talk to Peabody to­
morrow morning and tell him that - that another 
time- that when- either postpone these important 
people or leave somebody at my band Who can piek 
up the pieces. 

Yea. He arranged the meeting t or them, did he? 

I- I don't know, but he knew all about it because 
he submitted the letter t or - t or them, which 
they wanted me to aign and which I wouldn ' t sign. 
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Uh huh . 

And then they had f or me , e i ther Friday or 
Satur day, t o work out anot he r l etter. 

Uh huh. 

And ·i t ' s - as you know, how muoh t roubl e we went 
t o t o ge t these publi sher s stra i gh t •... 

Tha t ' s right. 

. ... end all day l ong Mr . Gas t on ' s been wr estl ing 
with it. I mea n he - he's stepped in to help me 
out. 

lJh huh . Uh h uh . 

'X e e . 

Well , I think i t ' s a shame because I - I' m a t a 
l ose to exnlain tha t, bu t ..•. 

Well, we ' l l get i t . I t ' s- i t - i t i sn ' t some­
thing which s itting a r ound a table f or half an 
hour we can ' t settl e for once ond al l so that i t 
won' t happen agai n. 

Uh huh. 

Beca use it upsets me s nd now I' ve upse t you , 
a nd none of that should happen. 

Wel l, I - I - I'm - i t it ' e ju! t the publicity 
thing, that may have been e ~me - that ' s s~cething 
abou t •..• 

No, no • 

.•..• the details of which I don' t know. 

No i t 's Just t hA t- t hat back her e I don't know 
wh~t ' e the t r ouble , but l t doesn ' t- they don ' t 
eeem to f eel tha t wher e the - or o~uree, another 
t hing , Friday noon Bell '"en t home , you see? 

'X ea. 
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So he wasn't he r e Friday af ternoon or Saturda y 
eo I was her e all by myeel r, ao 1t was Just a 
bad time all around, a nd •.• • 

Wel l , i t 's a shame. 

. ... and I suppose I'm over-tired because I've 
had mor e t o do than a ny one per son can handle, 
but you - you do St . Louis, and call me up 
r r om St . Louie and maybe things wil l have 
qui e ted down by then. 

All right. I' l l cal l you rrom St. Louis t omor­
r ow evening - t omorrow- well , it'll be 
probably in t he evening. I get over there a t 
ten o 'clock, el even unt i l one. 

Well .... 

It' l l be after lunch t omorrow. 

Tha t ' s al l right. And maybe by that time, with 
Peabody back, things will have oui eted down. 

Yea. But 1! those other t wo depar t ments ar en't 
func t i oning, sir, why, t here' a j ust a defi nite ­
ei ther a mi sund~ratanding or - or something. 

Well , I've - t her e's been no complai nts from 
War Savings. The only - as I say , the only 
compla i nts - I mea n Buffington par t icula rly 
d1dn 1 t eeem to know where he s tood, and •. . . 

Oh, well , that- tha t 's absurd, a1r . 

Well , that's- I ' m repeating Ju s t what he told 
me , a nd I said, •Well' bow abou t i t this mor n­
ing?• Well, he said, I had t o go ahead." 
So he said, • I am oontaoting the f i eld." 

(Laughe) Well, all right , I- we can ' t settle 
it over the phone, but • . •• 

No , no , well, don 't l et i t worry you t oo much 
but I Jus t had t o t ell you, tb8 t ' e all, and 
explain to you wby I wan t ed you to come back. 

Uh huh. 
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But you call me up from St . Loula and see -
see - see how we r eel t omorr ow. 

All r l ght. Now I want to t alk to Mr. Bell . 

And I ' m glad t hat the meetlnga have been good, 
ancS I' m glad you ' ve go tten a lot out ot lt, ' 
and you'll be pleased t o know that I talked 
t o Mr . Sproul and he was very enthuelaetlc 
about your t rlp to New Xork and sald every­
body llked you and you made a ver y favorable 
lmpresalon. 

Uh huh. Well, that' s good. 

So I - I wanted you to know that. 

That' s good. 

Okay. 

All rlght. Now I'm golng to talk to Mr. Bel l . 

Jus t a moment., please . 

Xes, alr . 

Mr. 'Robbins wants Mr. Bell. 

All rlght. Thank you. 
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RMJr: 

Go ahead. 

Hello. 

Hello. 

Dant 

Yea, Henry. 

How are you? 

rine. Hov are yout 

Good. And your tamilyt 

March 29, 1943 
2153 p.m. 

Well , Eleanor hasn't been very well , but o ther­
wi ee we're all right. 

She's no ••.. 

You-all all right? 

Yea. 

Get good neva rrom the boya7 

Fine. 

Tba t 1 a good. 

Dan, do you know Proteaaor Max Rsd1nt 

Yea. 

I vas thinking or bringing hlm i n here in a 
very 1~portant po aition, •nd I ven ted to get 
confidential informati on trom you as to what 
you thought about him. 

Well, he's- he's a brilliant - bri lliant man, 
a brilliant law teacher. 

Yea. 
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He ' s been under some-- I won't call 1t a 
cloud ••. . 

Yee . 

.... but he was appo1nte0 by Governor Olson to 
the Supreme Court and hie appointment wae not 
confirmed . .•. 

Yeah. 

•.•• by a committee, one member or which va s our 
present governor, Earl Warren . 

Yeah. 

That had something to do wlth advice that he 
gave some students in conneotlon With carrying 
out certain W.P.A. regulationa. 

Oh. 

He's- he's hi ghly regarded , cona1dered on the 
l ett - on the lert~wing aide •... 

Yeah. 

.. • . but- and t or that r eaaon I think most con­
aervatlvee would spea.k 111 or hlm. But he's a 
br1111ant man and certainly a man or integri ty 
blmaelt. 

Well , would he carry that cloud With him if he 
came here? 

Poaaibly, yea. But juat poaaibly. I mean having 
been appointed t o the Supreme Court and turned 
down by a very- a very fine committee that in­
vestigated him, I think there ia a little cloud 
there . 

Wae it a good committee? 

Yea, yea, it was the -head of the - head or the 
State Supreme Court and the - and Earl Wa rren,who 
vae then Attorney General and who now 1a Governor -
I can find out a little more if you went me to. 
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Well , if - there wee some talk about hie 
having Communistic leeninget 

Well, that's- taat'e the usual talk about any­
body you don 1 t like. 

Yeah. 

One side, but he is- he's- he' s very- very 
liberal in hie views. 

But you think that - rrom what you say, I'd be 
taking some risk in bringing him here. 

I think there'd be a alight- e alight risk on 
that, yee. 

Uh huh. 

Particularly lf lt wae before the - if there 
was much publiolty or •... 

Well, there always i a. 

Yeah. I' d-· I'd like to - I oould check a little 
more on it in a few hours if you •. . . 

Well , supposing ..•• 

•.•. would want to know more. 

Supposing you do that and eend me an air mall 
letter, will yout 

Send you an air mall l etter today. 

Yeah. 

All right, I 'u do that. 

And . .. . 

On _ on that - Just on the one point, because 
as far ee ability and brllllanoe he- he 
stands very - very f ar out in rront. 

H1f.7r: Yee. 
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All right. 

Will you do that? 

I'll - I'll send you an air mail letter later 
toOay. 

AnOmy ad • • - eend it to my house, 2~ ..•. 

What? 

2~ 3~ ... . 

2~3~ ... . 

Selmon t Roao. 

Belmont. 

Yea. 

B-e-1-m- o-n- t. 

Road. 

Roao. 

Yea. 

That ' a right. 

All right, I'll eend it air mail today. 

'l'llank :you .. 

All right. Thank :you. Goodb:ye. 
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Mrs. Brady. 

Hello. 

Hello . Xes, sir. 

M&rch 29, 19il3 
5: 4J p.ID. 

199 t-

Mrs. Brady, have you got a pencil? 

Yes, sir. 

I got an impor t a nt message t or the President 
fr om Lyndon J ohnson. 

From him? 

Rrom Lyndon .••• 

Yeah. 

•.. . Johnson t or t he President. He says that 
today we made very good headway against the 
Ruml plan. 

Against? 

Against. 

Yea, sir. 

That Sam Rayburn geta 1n t omorrow mor ning on 
the B. & 0. train . ... 

Uh huh • 

• . . . and that L7ndon Johnaon s trongly recoi!UIIenda 
that the President aee him at once .... 

Uh huh • 

•... and have Sam Rayburn tell McCormack­
Congressman McCormack and Congressman Rams­
peck to stop talking compromise .... 

Uh huh. 
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.•.. and to get behinO the Doughten bill, you 
eeef 

Uh hub. 

And aleo that Sam Rayburn should eee that for 
once the - all o f the Democratic members 
attend and vote. 

Uh hub. 

That they shouldn't happen to be absent. 

And again that Lyndon J ohnson ie very much 
encouraged and the - and the Republicans ere 
really worried now. • 

All right, sir. I'll tell him. 

And, of .couree, it you oould get him that to­
night ••• . 

I will. 

.•.. . eo that be can ~ve Sam Rayburn in the 
morning. 

I will. Yes, sir. 

Ever eo much obliged. 

'l'hanlt you. 

?00 

I 
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Mr. Paul'• oonYeraation with Congrea..an L,ndon Johnson 
}larch 29, 1943 

J: I think we ... thh thing on the 1'\lD now. The thing 
we ought to do is ulte McCol'll&ok quit iuuing etateunte 
about compromise. The firat thing the bo•a ought to do 
h ue Sam when he gets in in the morning~ They han 
called ott those meetings . Ther alware had the leaders 
in when he got back. · Do rou .know whether the boas has 
made arrangeunta to aee hila when he geta back? 

P: I don't know, but I can check" that. 

J : by tilae to110rrow would be tine. In that connrsation 
I think he ou~t to befin b{ ••ring there ie a lot ot 
talk around about eube itut on and let the Speaker go 
to work. Thia Kille boy and then this Disney speech 
today and the fact thet Kartin Dies cracked up the 
other day - he got back with the Administration - that 
has gi•en ue aome breaks. 

P: .Did you hear Vinson this afternoon? 

J: Yea . All that stuff ia interesting. It'a doing some 
good if we oan get it out to the oountry. They ought to 
nave aome prett7 good bo7a like Willa and Gore *** the7 
have the Republicans soared now. 

P: Let me call the Secretar7 right away. I'll call you back. 
Where are you going to be? 
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J: I'll be at the office or at home. Jq huaber ia Ordway 7273. 
The firat thing the boaa ought to do -- the leadership ie 
Rayburn. Recol!lliaing that, when he gets in here the boaa 
ought to talk to him in general teraa, but the tenor ought 
to be, "This ia the time that everybodJ gives up e•erYthing 
they oan, inolu~)f lite.• So that Rayburn can come back 
and knook. thia of o011promiae out. And aeoond, •saa, 
I hope that the Democratio party will Yote ae a party one 
time and that eYeryone ought to be on the floor all the time . " 

P: In other worde, you think that no oompromiee ie necessary 
to lick the Ruml plan? 

J: I do. The tiret thing to do ie to make them quit giYing 
out etate•nh. 
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P: I am going to get right in touch with the Secretary and 
we will follow that up by ~etting in touch with other 
people. I will cal l you e1ther at your office or at 
your home . 
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LAZARD FRERE$ 

Present: Mr. Pehle 
Mr . Lesser 
lOr. Schmidt 
Jo:rs : Klotz 

March 29, 1943 
3:00 p .m. 

ll .ll . JR: Give me this story on Lazard Freres, will 
you, please? 

L!R. PEHLE: As you know, it started in the United 
States - in New Orleans - about ~ hundred years ago by 
the Lazard family, which was a family of French extraction. 
They opened an office i n New York . It spread from New 
York to Paris, and then to London, but the Paris firm 
has always been the most successful. Next is the English 
firm i and last, until recently, the New York firm, whlch 
haan t been making money !or some time. 

H.t.: . JR: Which has? 

MR. PEHLE : Has not . 

The Paris firm has al~aya been pretty successful. 
They stuck closely to whatever government ~as in 1o

ower 
and shif ted as governments came and went. They f oated 
a lot of government loans, had a thriving exchan$e bu~u,.,oq. 
and there were very smart people throughout hae~1ng ~he 
business . One of their big jobs was to reorgan1ze.~1troen, 
the big automobile company over there, which they a1d 
vet•y successfully. 

Un til it was liquidated officially under G~rman 
direction the Peri s office1 run by three manag1ng 
partners ' Andre ~eyer who lS here1 David-Weill , who 
18 here,' and his fath~r, David DaVld-l~eill , who is still 
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i n France and wouldn't come over . He is quite old, 
and he wouldn't leave . His son, I know, is i r ritated 
bocauue he wouldn' t l eave . He is still over there . 

There ware other par tners, but they just had a 
small share in the prof its and didn ' t have any money in 
the business . The New York partnership ~d five willion 
dollars in it, two- thirds of which the Paris partnership 
put in, and one third of which ~r . Altschul put in. There 
...ere a number of New York partners, but Altschul .,.·as the 
principal partner. Be was supposed to run the New York 
offi ce, but he has been more or less retired and he hasn't 
taken much interest in it . 

When Pierre David-Weill was in to see me about three 
months ago, he said he realized the ~ew York office had 
gone down hill because Altschul wasn't interested. They 
want to reorganize; part of their reorganization is to 
have these two French :partners now come in actively into 
the New York par tner sh1p, Altschul taking a back seat, 
and they will go ahead. They are both, according to our 
information, intelli gent men . They have some money of 
their own , and they are willing to take some risks; they 
want to do a business . 

Now, the nature of the violati?na are these . ~e:e 
have been quite a series of them whi ch ~e c~n explaLn 1n 
aa much detail as you >~ant . kostly the1r v1olst1 ons are 
concerned with their own money, not other people's coney. 

H.~.JR: When aid these two Frenchmen go into the 
~ew York office? 

MR. PEBLE : They haven 1 t gone into the ltew Lork 
office; they are here . They have been down to the ~ew 
York office . Do we know when Meyer came over? 

MR. SCHMIDT: Ri ght after the fall of France in 
June 1940 . David-Vieill came about May or June 1942. 
Andre Meyer got out r ight after the fall of France . He 
and his wife arri ved here in June 1940 . 
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Pierre David-Weill1 howeverL didn 't get here until 
ahout June '42, the spr~ng of '4~ . 

H.M.JR: The r eason I am asking - have they been 
active in the fi l'lll during the time the t these things 
happened you are now going to tell me about? 
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MR. PERLE: Andre lleyer more so than David-Weill 
who came more recently, although the fi rm has been r~ 
by Altschul and by Singer, who is one of the minor characters 
but he is always the man who bas to do the dirty work. He ' 
is the one who bas the little black box and kner. the •• 
intricacies and decided bow the reports would be filed. 

Some of the violations went on because Andre Meyer, 
who was here first , and who is very skeptical about re­
porting things to the· Government, didn't want to reveal 
David-Weill's inter est . At least that is what he said. 
David-\\eill was still in France, and he would sar that 
he didn ' t know who the real owner was, while obv1ously 
he did . 

Some of them were participated in to some extent by 
the law firm, whi ch gave them very bad advice . ~lost of 
them concerned either the money of David-Wsill or Andre 
Meyer. Usually it wasn't other people's money, but it 
was the money that had been tied up in all sorts of holding 
companies ~hich should have been blocked on the books of 
Lazard Freres and wasn't . 

A million two hundred thousand was . transferred to 
Swi harland. 

H.M.JR: From where? 

MR PEHLE· From New York. Thie ~as before Switzerland 
was blo~ked, b~t after France was blocked, and it shouldn't 
have .been transferred without a license • 

• 
H.M. JR: For what purpose? 

MR. PEHLE: They said they were repaying sane money 
owed to people in Switzerland. Then they got into this 
Sileaian-American matter. 
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H.M.JR: Did they do that as a firm or as individuals? 

MR . PEHLE: As a firm. 

MR. LESSER: It wasn 't firm money; it was an account 
on the books of the firm in the name of a corporation that 
bel onged to Andre Meyer and Pierre David-Weill. 

H.Y.JR: Those two? 

YR. LESSER: Yes . 

H.~ . JR : And it was done contrary to our regulations? 

L!R. PEHLE: VIi thout a license. 

MR. LESSER: September 1940. 

H.U. JR : Without a license? 

MR. LESSER: Yes . 

MR. PEHLE : That was before Pierre David-\Veill got 
here, but Andre Meyer was here. 

H.M.JR: What would they be sending a million two 
hundred t housand from here to Switzerland for? 

MR. PEHLE: They had customers . 

lq( . LESSER: I think thi s is possible, that this 
company, which we now know to have been an Andre Meyer­
Pierre D

11
vid-Weill holding company, rerhaps u.i ght have 

been the holding company for other people t s well at 
that time, and this may have been a drawoff by those 
other people, but it is not clear. They paid it into an 
account at the Bank of Manhat tan, and the account was 
held in the name of Les Fills Dreyfus , a Swi ss banks . 

MR. PEHLE: They they got into t his Silesian-American 
matter . ~idens brouibt them into that . In the ~ilesian­
American they were acting as agents here for a group of 
Swiss, supposedly, headed up by a consorter by the name 
of Ilcap. 
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There were numerous applications before the Treasury 
to allow the t ransaction, the underlying oharacter of 
which was that some Swiss interests, who may or may not 
be acting on behalf of Germans - we always thought they 
were - were trying to buy the Ame r ican interests and s~ne 
properties in Germany and i n Poland . 

H.M.JR: Coal mines? 
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MR. PEliLE: Coal mines in Poland and Silesia. Jeiaens 
also brought that in . Lazard Freres ~as to $et three hun-
dred thousand dollars. It never went through. The ABC \• 
has since vested the Silesian- American, and the ABC is now 
trying to put the deal throufh, or something very much 
like it . But they can't do bat ~ithout approval. That 
is still being talked about . Jeidens during the investi-
gation left, as you know, and went to the Hank of America, 
He, according to our way of looking at it, was the worst 
influence in there. He certainly had had a dubious back­
ground, which would lead anybody to be much more suspicious 
of the fi rm, 

Pierre David-\'leill bas been fairly frank in giving 
us background information and telling us what he knows is 
going on in France under German domination . 

Andre Meyer, of course, knew very little because he 
left right after the fall of France . 

H.~' . JR: Ytb,y did his wife stay there so long? 

~. LESSER: Also, why did be leave his wife there? 

MR. PEHLE: His wife is sti +l in Fr~nce; ~s father 
is there . We have beard - I don t know 1f.i~ 1s t~ue­
that his father has now been restored to c1hzensh~p, 
although it was . taken away f r om bio1 . 

H.1' . JR: That is David David-Weill? 

MR. PEHLE : That i s right . 
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H.M. JR: Isn ' t there a son David David-Weill? I 
wonder if Pierr e has any bro.thers . 

J.!R , PEHLE: I don' t know about that . Pier re ' s wife 
is, as Mr. Lesser says, in Cannes , 

ll.l.I.JR: She is staying there? 

L~ . PEHLE: Yes . 

H.M. JR : Whose citizenship has been restored? 

MR. PEHLE: Pierre's father's , David David-Weill, 
'fbere ia no way of verifyi ng these things, of course . 
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H.Jol . JR: How did t his Devid-\Yeill get to this country 
so lete? 

MR. PEHLE : He got a visa , I don ' t know, but I 
suspect if we traced back we would find that some prominent 
Americans - he has a l ot o£ f r iends here - somebody like 
Robert Murphy, or one of that group, arranged to get him in . 

H.M. JR: Do you say that advisedly? 

YR. PEHLE: No, but that would be whet I would expect 
to find. 

MR. LESSER: There have been people coming out. Tbere 
•as this merchant of Casablanca who came bere after visiting 
occupied France just abou t a year ayo. 

H.M. JR: That big - tbat Dreyfuss? 

A:R . LESSER: No, no . 

MR. PEI!LE : Continental Grain man? 

MR . LES~ER : No no, there was another one . I can ' t 
recall his name . He ' was tied up in thai Eastern Pr ovince 
case. He is now over i n England fi ghting with tbe free 
French. 
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H.M. JR: ~hat do you propose to do? 

1~ . PEHLE: ~hat they want to do ia to reorganize 
somewhat . When France was blocked they needed a license 
or else they would have to close . They were given a 
license, not a public one, but a private one; and they 
have been operating under it ever since . It is a very 
free license. It lets them operate like any other hew 
York banking house would operate . '·1hai they v.ant to do 
is reorGanize and let these two Frenchmen participate 
in the management . They say they v,ant to bring in ho 
Americans . Before the? bring in anybody the~ liave to 
clear it, but they don t l'o8n [ to put the proposition 
before us before they know just what the answer is. 
Schubert may come in . I woula guess that if the Treasury 
leta them reorganize that he would come in . 
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Frankly, I don 't see that the reorganization would 
make them any worse off than they are now - maybe better -
because I think that you get a more active participation 
in the company by the people who are really concerned with 
it . Whereas 1 it has just been sort of running along without 
Altschul pay1ng much attention to it . 

H.M. JR: The thing that they have done - t hey have 
transferred a million t wo hundred thousand dollars to 
Switzerland without a license. 

'iobat is the other thing they tried to do? · 

VR. PERLE : They have done a lot of things, ~r . 
Secretary. 

H.ll. JR: What else? 

MR . PEHLE : Do you ~ant to recite that? 

V.R. LESSER: That million two was in September 1940, 
and then in January 1941 they transferred a hundred and 
ninety- three thousand dollars out of the same account to 
two individuals . Then in January 1941 they transferred 
out of the same account half a mi l lion dollars to Bella 
Meyer, who is Andre Meyer' s wife. 
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MR. PEHLE : On that , for example, it may very well 
be that that money is hers or hie and that they were 
entitled to it, but at least all these transactions should 
have been with our permission . 

II .M.JR: None of them did? 

J.lR . PEiiLE: No. 

MR. LESSER: In September 1941 tbey transferred two 
hundred thousand dollars out of the sue account to Andre 
~eyer without a license. In September '41 they transferred 
twenty thousand dollars to one ~·oser, an 8Jlployee 
of Lazard freres, out of the same account again without 
a license . 
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Then there was another company, an tnglish corporation, 
that was fifty percent owned bt the David-Weill family 
other than Pierre, and t Jat had an account with Lazard 
Frerea and between August 15 and November 27, 1940, 
after that company's account should have been blocked, 
they transferred a million seven hundred eighty-one 
thousand dollars out of it to a dummy corporation for 
purposes of hiding its identity, I assume. 

H.U.JR: Were all these transfers to Swi t zerland? 

~. LESSER: No, only two involved Swiss people, the 
one million two in September, 1940 and the hundred ninety­
three thousand in January 1941. 

H.W.JR: V.here did the other money go, to what country? 

NR. LESSER : It stayed r ight hare, out under different 
namee so that the identity of the money changed. 

H.M.JR: But they should have asked for permission? 

YR. LESSER: Yes. 

H.U.JR: How many more? 
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MR. LESSER: The~ between ¥~reb 31 and April 2 they 
transferred a portfol1o security of indeterminate value 
belonging to t his company which was half owned by the 
David-Weill family to the name of a Cuban compan~without 
license. The money all stayed r ight here . The Cuban 
company turned out to be a dummy, I beli eve, but it went 
out of this name that was demonstrably half French and 
half Engl ish, under cover of a Cuban name. 

H.U. JR: Any more? 

lo!R . LESSER: Well, Andre !.!eyer apperently bad tnir ty 
thousand dollars in cash i~ a safety deposit box and only 
r eported ten thousand dollars of it i n the TFR-300 question­
naire. 

H.M. JR: ~bat was it that you and Paul recommended 
the other day? 

MR. PEHLE: What we recommended - and it was concurred 
in by everybody who has worked or:-the case - was that we 
allow the reorganization, that we require as a condition 
without which we wouldn ' t allow the reor~anization , that 
they put a substantial sum of mon(Y - we were thinking in 
terms of about f ive hundred t housand doll ars - in the 
Federal Reserve Bank in an account, all of which can be 
forfeited to the United States "ithout any further to-do 
on thei r part if they are caught in any violation by the 
Treasury Department . 

H.li. JR : Well now, have we had any other cases like 
this? 

MR. PEHLE : Well, we had the Chase Bank case where 
we bad sane serious violat ions. They were much more serious 
than this, I would say. 

H.M.JR: Vlhat did you do? 

MR. PDILE : It was relatin~ to some violations by 
other people, and we referred it to the Department of 

Justice. 
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H.1:. JR : Vlha t happened? 

MR. PEHLE: It was referred to you, and he (Bell) 
handled it in your absence . It v.as referred to the Attorney 
General, and the Attorney General as.ced the llnited States 
Attorney to take it before toe Grand Jury. It is going 
before t he Grand Jury, and i t is not im•oesible t na t tlie 
Chase Bank will be indicted. 

That ~as e case which ~as stronger than this, £r . 
Secretary, in this respect , that the Chase Bank tnrough 
several of its officers failed to block an account of a 
diamond deal er in New York . They allowed it to run, and 
he kep t on drawing funds out of it and doing his business; 
although he had a license from the Treasury with regard to 
other accounts to do a certain amoun t of business, he 
did business with this account . They also let him open 
en account with the branch in Panama of the Chase Bank. 
As a result , and in connection with hi s operations, be 
was dealing with the Japanese and he wa s aealing with 
the Germans . He was sending - one of t he things he did, 
for example - he couldn 't get export l i censes for indue­
trial diamonds, so he - under a freak in t he law be could 
export bits in which there were industrial diSL~onds . So 
he exported bi ts and sent instructions alonz to dissolve 
the bits in hydrochloric acid and you nave the diamonds . 

1\R. LESSER: Worse than that, he used this money 
made available t o him through the Chase Bank's negligence 
or more - to buy industrial diamonds i n Brazil and ship 
them from there to Japan end Switzerland and Sweden for 
Axis use, notwithstanaing the fact that tne State Depa~t­
ment at tha t time had denied him export licenses to shlp 
to the same customers from the United States. 

H.lrf. JR: I went all through this thing when 1.e were 
trying to reorfanize that Aniline Company . We threw 
people out of here right and left. 

l'lba t I don 1 t get is this: Vihy do you men have con­
fidence in these two Frenchmen , that they will continue 
this business and do it--
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~R. PERLE: ~. Secretary, I will tell you wby I 
feel that way. There ia nothing to indicate' that these 
men are pro-Genaan. There ia nothing to indicate that 
these men have done anything designed to or which they 
felt would hurt the United Statea . 

What they have done ia, they have money; they have 
bad it concealed in all aorta of holding companies. Before 
one of them got over here and while one of t hem was here, 
the money in these holding campaniea wu ewitched around. 
The great bulk of it never left the United States . They 
should have gotten licensee; their counsel should have 
told them they needed licenses, and they didn't . There­
fore, we just didn ' t feel we could let them reorganize 
without putting something in there that would bring to 
their attention forcibly that if they violate they are 
going to suffer a very severe penalty. 

R.M.JR: Dia their counsel advise them that they 
could do tbi a? 

MR. LESSER: We haven ' t been able to check that down 
fully . lhat ia a rather difficult thing to check into 
because they tlwaya say, ~·e talked to our counsel." 
When we say, -.hat did you talk about? " they are not 
quite sure . Counsel's recorda ere rather difficult to 
decipher. 

H K JR• fat what makea you think that these two 
men golng i~ here won't do other things not necessarily ­
you don't know what happened to the money in Switzerland? 

llR. PEIII.E: We don' t know. 
tha t thia H.K.JR: How dcr you knotw, for inatanc~, 

may not have bean Laval ' • money, or Bonnet a? 

VR. PERLE: You never can--

MR. LESSER: Truthfully we don't know whoee money it 

•••• 
H.K. JR: How muoh mone7 actually went to Switzerland? 

How much went to Cuba? 
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UR. LESSER: None went to Cuha, just into a Cuban 

H.l.[. JR: How much to Switzerland? 

t:.lt . LESSER: One million two. 

H.U.JR: That is the only one? 

~R . LESSER: Yes, 

H.M. JR: Wbo does that ostensibly go to? 

lffi . PEIILE : A Swiss banking house . 1\e can go into 
that more thoroughly and see wbetner there is any further 
evidence es to who that went to. This Swiss banking 
bouse was one that was affiliated very closely with 
Lazard F'reres. They bad very close ties with them. 

We haven ' t seen anything, I would say, that would 
lead us to feel that these people are 30ing to play with 
the r.ermans. There is always a certain amount of risk as 
to whether they will, that is true; but there is a risk 
with regard to other institutions, too. 

H.M.JR: But you haven't seen anythinp which would 
indicate that they would live up to our laws? 

MR. LESSER: The thing that gives me hooe in that 
connection is this, that t6eir commercial aceounts, their 
regular banking accounts , seam to have been handled with 
pretty decent regularity. The only accounts in which we 
found substantial violations were these hidden funds of 
the French partners themselves . The transactions mostly 
took place while one or both of them were not in this 
coun try and were apparently for the most part intended to 
further conceal or further safeguard these funds from any 
attaok f rom the occupying forces in France or from anybody 
else who might want to grab them . 1'hat is the most I can 
re~api tula te , 

H.M.JR: Whom are you seeing at five o'clock? 

?14 
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MR. LESSER: Altschul and the two French partner! . 

H.M. JR: And thei r counsel ? 
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MR. LESSER: There is no indication as t o -..h ether th ey 
are bringing counsel with them . I don' t knov •• 

H.M.JR : You ar e seeinr t hem yoursel f? 

MR. PEHLE: Yes, sir . 

H.M. JR: I would certainly aak more about that . 

MR. PERLE: I will . There need be no final di sposition 
one way or the other. We cen tell them ~e are considering 
requi r ing them to put up tnis amount of money, and we cen 
ask them for a fuller sta tement on this million two . 

H.M. JR: W'll8 t about this man you say who actually 
does the- -

MR. PEHLE: Mr . Singer ? 

H.M. JR: Yes . 

MR. PEHLE : I don't--

~R. LESSER: I don ' t think he is dangerous in himself, 
he is jus t following out instructions; that is my guess; 
there is nothin:; in it tor him. 

H." .JR: Have you cross- examined him? 

t 
MR. LESSER: I haven t , no. 

H .~ . JR : Has anybody? 

Mit PEHLE: No, we haven:t tak en formal--

H.M. JR: I woul d like you to send for Singer al one and 
ask him who gave him these orders . 
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MR. LESSER: That was on the program, sir. 

H.M. JR: Send for him and say, ~o gave you these 
directives?" Ge t t hem verbally; l'et t hem in writing. 
\\hat is he, chief cl erk or sanething? 

MR. LESSER : That is what he amounts to . 

H.U. JR: Does Altschul say he knows or doesn't know 
about these- -

716 

rR. PEHLE: On the whole I think he says that he 
doesn't know, and on the whole he probably didn't . He 
is in the office very little; he doesn ' t pay much attention . 

H.Y. JR : Another thing to ask Singer is wnether 
Altschul told him - somebody gave Singer these orders. 

MR. PEHLE: We will take all that up this afternoon 
directly v.ith him too, and find out . 

H.1! . JR: Supposing you do that and then let ' s have 
another session. 

MR. PEHLE : Leave the question open? 

B.lC.JR : Yes . I am not entirely satisfied. 

MR. PEHLE: We thought the case ~s a close case. 

H.M.JR: Well, I will go into it again when you ere 
reedy. I would like you to send for Singer. 

MR. PEBLE : We will go into it . 

H.M. JR: Have we the right to send for Cook? 

MR. PEHLE : Anybody . The trouble with Cook is - be 
wae down befor e Cook i s just in his dotage . 

H.M. JR: Real ly? 
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MR. PEHLE : Very much so . He starts telling you al l 
about his chil d and his past history; his mind wanders. 

H.M. JR: Who advised them? 

IJ.R. PEHLE: Not Cook . Mr. Rohrlich. 

H .I.' . JR: Who? 

•'R. LESS::R: Chester Rohrlioh, I believe . At least 
~e found one instance where he gave them very very bad 
advice end gave it to them in writing so that ' we were 
able to pin it right on bim . 

H.I.: . JR: You people look at it as trading r;ith the 
enemy - that is the thing? 

R. PEHLE : I ~ouldn ' t want to say that . I would 
say that what t hey have shown is that on their o"n affairs 
they have shown that t hey were going to act like Frenchmen 
and not pay any attention to Goverrunent regulations . I 
think that t he investigation has unnerved them a great 
deal. I am sure they are very worried. 

I call ed Mr . Altschul on Saturday, and I said1 "How 
about caning down next Tuesday?" He said, "Couldn t you 
make it ll!onday?" 

I said, "All right . " 

He said, "Can ' t you tell me over the telephone?" 

I s aid "No I don't think we can discuss these things 
over the teiepho~e. • He ~~teant I should tell him then. I 
know he spent a bad week end, because they were very, very 
worried. So I don 't think it is a case of just going in 
and whitewashing them or anything like that . 

I think if we allow them to reorgani ze and put up a 
very substantial bond which the United States can forfeit , 
they will toe the mark . 
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H.M.JR: But who is the master mind? 

MR. LESSER: Of these violations that were involved? 

H.J.! .JR: Yes . 
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MR. LESSER: I don ' t think there is any master mind 
to it; I think each one is a more or less isol ated i nstance . 
I don ' t think it show~ that; it doesn ' t show any common 
design . 

H.ILJR: I would be very curious to know if Altschul 
knows . He used to kno~ everything in that firm. 

UR. LESSER: We have some indication es to one of 
these transactions . 

H.~' . JR: Which one? 

MR. PEHLE : One of the smaller ones . 

H.M. JR: Such a t hing as a fine - we don 't have such 
things, do we? 

MR. PEHLE : No. OPA, ~·r. Secretary, has a system 
whereby they say to a firm under such circumstances, ~~ell , 
you pay us a couple hundred thousand, 11 or so:nethin ~ like 
that. But OPA bas been very highly criticized for tha t , 
and, frankly , they are - we are afraid to do it . They 
be glad to pay it, but it is sort of government by ~brest . 
OPA baa been criticized for going to people and say1ng, 
"Either you pay or v.e are goinr to ~et you indicted, •· 
end that is whet the threat al~aya fa . I thiDA it is a 
very bad practi ce . 

This isn't that . This says, "You ~ut up that money. 
f i to forfeit t . II I you violate we are go ng 

H.M. JR: Wha t do you do then? 

~. PEHLE : This is a bond in effect . 
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H.!!. JR : You either say it should go to the Depar tment 
of Justice or it shouldn ' t? 

MR. PEHLE : Yes . 

H.L JR: ·And there is no in-betv.een? 

!~ . PF.HLE : No, not in this case . I don't see any 
in-between. You can just say, "",e will close the l'<ew 
York office and put you out of business," but that is a 
very serious thing. 

H.l: . JR: foell, after you have thh tiling I "e.nt to 
spend another half an hour on it . Heedless .to say, you 
needn ' t tell then: I am follot.ing thls , but t.hen this is 
through I want to make a aetailea report to the President 
on it . 

!l!i. . PEHLE : ;\e had bet ter leave everythlng wide open 
as to ~Yhere we ar e. 

H.L! . JR: That is r i ght. When we get through I went 
to givo the President a written report on this. I spoke 
to him the other ni ght, and he is keenly interested. 
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Tbere will be a meetlng or the Joint Committee in 

Room 31.4 Stll&t.e Ottl.c• ~on lloadq, llarcb 29 

' at 101 ;lO a.a. 

To_!'~· J~.!!.o--~~v~U~!.~-~=--

··-----·--·--.!!~~-~-.;;P..~-~: ... ----------------------

HARRY FLOOD BYRD, 
0/w>iNMn. 
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There will be a meeting of the Joint Committee in 

Room 31.4 s-t.e Ottl.ce -~·-· on llol>da¥, llarCh ~ 
' at 10•~ •:.~ 

To_!!!.!:. llr . Jobn_.!l.:...~~ . .?!.~~.!~---

·····------.!!~~-~-~1!.~~~---·········--··-----·-

HARRY FLOOD BYRD, 
Oh4iNII4n. 

/ 
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TREASURY DEPARTMENT 

WASHING'TON 

ICIMOIU.Illlll 011 ICDfiiO or !D JOift 

OOIIKI!'!D 01 UllUCTIOI or 1011-DUIISI J:IPDDI'l'IIIIIS 

a...atOUI 
1Tr4 .,.. 
llcXollar 
O.Orce 

~~~ ot tho Ju4cot1 
Mr. kwton 

Iloilo Oworo' I.olll Co~oraUoas 
Mr. lohor 
Mr. P•n'MA• .Utlttt.nt to 

tho eo.aiooioaor 
Col. wo, O...oral Oouool 
Mr • .U.4r..,., Coooptrollor 
Kr. Moore, leoret&J7• 

Tho aootiac opono4 at 101~0 J.M, lonator Goorc• 41d not arr1•• 
u:n\11 10150 J.M, and l ot\ at ohout 121)0 p,fi. Tho Oouittoo reporter 
aado a otonocrophio tranocript ot tho aootillc• loportor o wero prooont, 

llllltor l7rd opone4 tho aootillc an4 oaid that Mr. 'lohlr ot tbo 
Hoao Ow oro 1 I.olll Corporation would aoke a otat•ont, 

Mr. 'lohor ouba1tte4 a proparo4 otat•ont, a cow ot which 1a 
attache4 boroto, and undertook to road ouob otateaoot, At tiaoo bo 
doparto4 !roa tho pr1ate4 hxt br uippillc cortaia non•oooantial 
aattero an4 at other tiaM h& aado turthor olohoraUon ot tho 

aattoro conta1ao4 in tbo propare4 otat••'• 

Wb1lo Mr. 'lohor wao roa41DC trca p&ce J ot th& propare4 otat•ont 
with roopoct to poroonnol, hnator McXellar aa4o a co_,., in which h& 
qmo ot ionod tho noooooitr tor tbo contiDuatioll ot rociollal o!!icoo. 
Tho llonator aoke4 that thoro bo oulla1Ue4 tor tho rocor4 a broakdoVD 
ohowinc tbo coot ot runn1Jll MCh rac1ollal ot!ico, th& Duabor ot paroono 
oooploret in oach, tboir oalarioo, tbo killd of work tb., woro 4.oinlr 

ROb .. attorno,., oto. 

hnator B1r4 aoke4 what porcftt&ll ot oqmitr borroworo hal. in 

proporUoo conro4 1>r thoir loan• and Mr. Poh., rop11e4 that .. of 
Juno )0, 19~) 1t 1o oot1aate4 that . l, 4115,000,000 ot lollll will bo 
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ouhtoD41JIC, of which li6o,ooo loan• •o=UIII to t519, 000,000 ~,.. 
booa pa14 off to an a•• ... c• of allo'D.t 3~ !bo Co•Uho n4oanrat 
to obtaia iaforaaUon at to tho 'O'ol'D.o wbloh tbo CorporaUoa pl&cat 
oa Uo nr1o'D.t oatacorloo of loco n4 llr. l'alleJ ooJ.lat tho eo.­
alttM1t attonUoa to tho fact that 1t ......a 1le -111 to paJtl1* 
nch iaforaaUoa boo..,.• 1f tho Corporatloa h ooJ.lat 11p0a to 
Uq'D.14ah ito loa• 1\ wo'D.l4 aot bo coo4 bulaoao \ o turaloll panoaa 
Who alp\ bo la\oroo\at 1a 1NTlac O'D.ch loaao latoraaUoa of thia 
character, !bo Co.l\\" acrao4 wi\h \hlo potlUoa, 

Mr. l'ollq turalollt4 \bo followlJIC iaforaaUoa, 1a a441Uoa to 
that colltalao4 oD pact 19 of tbo prepart4 otot•t~~t, ohowiac a 
breakdown of tbo INIIbtr anA UIO'IUlt of loaao ootlaato4 .. of .r ...... }01 

1943• 

MO'Ut of 
prlaoipal •o• of Uapo14 

Oro up rt41loUoa Loa• Waaoo 

1 :loao 12,000 tli6,02J,OOO 

2 Up \o 1~ 28,000 10},918,000 

3 l~to ~ u4,ooo 355,261, 000 

lj ~to 3~ 1}2, 900 351,017,000 

5 O..or 3~ 462, 500 5SS, 779,000 

t'o\ol - - - - - 749,lioo $1, 444, 998, 000 

la· ld41t1oa \o O'D.\ttaa41JIC loODt tho Corporotloa bol4 rool ootot o 
ocq'D.irt4 or 1a prooooo of ocqu111Uoa oa Docabor }1, 1942 ianlrllll 
}1,621 parcolo oarrit4 at a "booll: 'rolue of $226,925,000, 1o .. tt4 1a 

allout },000 ooparatt oo.......,iUto. 

In a 41ocuoo1oD at to tbt 41opooitioa of acqu1ro4 proportioo, 
llr, J'ollq 1a41oott4 tbat nch proporUoo wort 41epooo4~t on a'O'oroco 
wrUo 4owa of ~ a ... ator :Jr- ooll:o4 how •OAT orielaol onaro ooao 
back ao parohaooro at noll oal .. on4 Mr. J'ollt 7 repl1t4 tho\ F..,.. 

UoollJ &oao -· back. 

!bert followa4 a 41ocuooioa of tho CorporatioD 1o ootiaato of 
looooo tho\ wo11l4 11e 1D'I'01Yt4 1f liqu14aUoD woo roqlliro4 1a oao 
to fbo r-aro, Whicll loao11 raact troa • ••rl- of $11110, 000.000 
oD tho baoio of a oa...,.... ~\\a to $1110,000,000 oa thO 'bade 
Of & fly~ J:i .... lfe/0 ... a rtft..-oOt \0 vb.ioh h aa4t OD ~ 20 
of thO propart4 , ,.,....,,, 

• 
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Sn&tor 1Jr4, 1a •-•Uac QPOD tM aoU.aatao ot lou Which 

would ba 1Dcvre4 b7 torce4 11(liJ.daUo-. aakel. 1t a, coalidaraUoa 

ho4 blaD e1YaD tO \M po ooibili\7 Of a poo\-wor 4epraoo1oa &D4 wha\ 

vcul4 bo a roaoollallla U•• 411r1Dc which \ho Oorporatica coal4 

l1qu14ata ih act1Yit1••• llr, J'ahq aa14 1D b1o 'op1Dica ao 4at1D1ta 

u ... tor l1(liJ.4aU.oa coal4 be f l.u4. 'but M bol1ne4 tho Ooi.crou, 

oopociallt tM AppropriaUoa Coat \ha1 ahoal4 follow tho li(liJ.4aUoa 

or tbo OorporaU.oa tr .. toar to taor u4 VMD \he U .. COMO 'llll• \ho 

Oorpontica ou bo l1qulta\t4 wi\lwnlt aboorbiDc a 'bie l oo .. the 

Ooacr••• coul4 thoa take etope to acco~liob tbio liqui4atioa. ao 
oa14 \hat lea41Dc 1Dot1 tutiou will aot hl<o our loaal haYiDc aat 
doubtful oharacterietioo ucopt at a b1c 41ocouat. Ia alao ea14 that 

\Ill aaYiDco aa4 lou aooociaUou, Which haYI ,. ..... , acUYI 1D 

ureiDe thl l1qui4at1oa of tM B .. l Olmore I Lou OorporaUoa. haYI 

aot, ao a aaUer ot tact1 lliUiiDM \he probl•• 1Dnhe4 1a tile 

l1qul4aU.oa ot till OorporaUoa or 1D takiDc oYer i u lou•• lire 

J'ah.q r otarre4 to the bUl 1Dtroh.ce4 b7 Ooa,raoiUD 111rlto• to 

proYiola tor a owop ot uoeh of tM Boaa Olmare' I.oea CorporaUoa 

tor aharlo of oaYiacl u4 lou u eoc1at1oae. Ia oa14 \ b1o propooal 

4i4 aot -vPial to hiao 

Sautor ICcJ:allor rnarte4 to the ooUutao ot lou Wbich woul4 

bo 1acvre4 b7 !orce4 li(liJ.daUoa acl Mr. J'abq ropl114 that \ho 

ootiutao oUbaitte4 vera coa oarYatiYa ae4 that aa a uttor of !aot 

ho thoucbt t ho $44o 000,000 ootiaate4 looo, it tM Oorporat 1oa i o 

to l1qu14ato ia 19iif., woal4 bo .uoh l areor. Ia aloo oa14 that Wbilo 

aotiutao had b- propare4 u to prohUo l ouao oa a ! orce4 liqui• 

4aU.oa 'baoh, M thou,ht 1\ woal4 'be t.poui'bla !or the OorporaUoa 

to liquidate. Be oa14 it woal4 ba a aoaooarr to r ecruit a lore• torco 

of aclclitioaal ~lot••• to haa411 tho liquidatioa aa4 that tho ooti• 

aato4 coot tor ouch purpooo voul4 bo about 1" or outotaaAiac loaao, 

or aoarl7 b 5,000,000. haator ICcJ:ollar oa14 that tho Ooacr••• 
Wboa it oreahe4 \ hi loae Olmaro' Loa CorporaUoa 1D 19)3 uUoi• 

pa\14 that tbar o woal4 'be louoo u4 ho thoucht llr. J'ahat aa4 b1o 

OorporaUoa had 4oae a coo4 Jobe tho l.aator vu ~oue4 with 

the •o\IDt Which \ho OorporaUoa 1o collocUae, both fro• ocha4ale4 

p.,....to aa4 !roa prap&11lodo, aacl aloo tho ucunt of 1\o dab\ Which 

ho4 blaa pa14 o!!e hutor NGrol lar ota\a4 that aotv1tbotaa41ac 

thio oituaUoa M woll4are4 1t U woul4 'ba bettor t o viM "P the 

OorporaUoa a t tb1o tiM 0114 to taka \ha lou iDYOlYMo ao aakel. 
llr. J'ahq it thio wao aot 4oaa What Mr. J'ahq \ho'ach\ ot proY141ac 

tor liquidaUoa bt Jalt 1, 191i5e Mr. rabq roplie4 that M wao 1D 
!&1'or ot ..., plu that oould 111 proonte4 to olo oo w\ \hi a..e 

Owaore ' Lou Corporatioa vi \bout aaYirl louao .. thl Gonruoat. 

Sn&tor _,.. o'bo.rn4 the\ 1a hio op1Dioa \ho u owar u to -

tho Corporatioa oboal4 be liqui4atel. will bo •owore4 b7 what lt.lippaU 

w1th1D t ho aon ,...., ao o\atM it \hero 11 a coatiauaUoa of 1Jr 

orau.a p-h oa .. rtcac• lo ... 117 \M 4ebtore, \hue iacraaoiaC 
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th.eir oqlli\7 1a \be proporUoe, • Ttar ~ro• aow UuiN will l>e -
boUer proopeoh of 1111lo ... 1..: \he proporu .. , llr, lallq 'enpbc\7 
ropliod \bat the proporu .. woul4 aot l>o ulo ... e4J \bat \he par­

ollaooro woul4 ' " to 1\ \11&\ \hq ol>\a1ao4 th• e\ a n.'betaaUal 
411..,..,.\o 

11r. fohq •aU that hoM o-• ara PaTiiiC their lou• l>eUor 
now thaa at U7 t!.aa 1a the hia\orT of tho OorpnraUoa aa4 \hat 1a 
hi~ op1n1o" tho ClonnMa\ ohoul4 take tu11 e4Taataco of \hie 
eUutioa. It reU.,.a\14 hie •uca .. uo, tllat tho Clo~>&reu wa\olt. 
tho oUu\ioa fro• 7ear to TIP: an4 41hra1no at ooao l ater t!.ao 
whether l1qu14aUon ohoul4 ba UDI!.ortaltau, 

11r. foho7 4111'18.& hit t11\!.aoDT wae woll roeo1Ta4 'b7 \he 
Cloaait\" 1 \bq 1a41cato4 their coa!14au .. 1a hit atainil\raUoa 
of tho ClorporaUoa aa4 ware fuorllllT t.pr11oat 'b7 bh Tiowa, Oo 

tho Ybola he u4• a TOrT foTOrl!l.la ~oaraae>o, aa4 while ho 414 
not ban Uaa to roat ooaplato17 hie proparat ,,, , .. ,,.,, 1\ '"' 

ocroat \ bat tho otat••t woul4 bo 1ao1114a4 1D tho reoor4, 

!bo aeotiiiC ad,Jo11J'De4 a\ 12155 Poll. 
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STATEIIENT P!U'SE!II'ID Br JOHN R, FAIIEY, COIOIISSIO!m! 
OF THE FmERAL HOME IA\N BANK ADiliiiiSTBATION 

BEfORE '!liE 

JOIIII' COIOIITTEE ON REDUCTION OF NON-ESSE!II'IAL 
FmERAL F.XI'EJIDITURES 

Mond~, Moren 29, l9u). 

At the conclusion of our last nearing we were expected tc return 

hero and presMt additional infol'!!l&tion which you r8(lueeted concerning the 

sale ot proparties by the Home Owners• Loan CorporaUon, end the statue ot 

our 100rtaaces. You also wished to kno'lf what, 1t &~\)'thing, could be dono 

wbely tc dispose or all the assets ot tne CorporaUon quickly and terminate 

ita operaUons , 

225 

Knowing the ·insistent demands upon your enercies and the difficulties 

you encounter in devoting time and thought to such problems as Home Owners • 

Loan Corporation and many others, I believe it will be advantageous if you 

will permit me to present a general statement as a basis for your considera­

Uon ot the questions which have been raised. 

It ie our duty to carry out to the beet or our ab111Ues ar1;1 policy 

'Obich Congreae decides upon relative to Hooe ()!mere 1 Loan Corporation. It 

1e likewiae our plain duty and our respons1bU1t7 to Congress end to thb 

Comittee aa your servants to p1ace before you all the tacte as a basis tor 

that determination of policy. I assume that you also expect us tc express 

our judgNnt a a tc the best methode tc pursue. 

It it is agroaable, therefore, I will, as suggested, present a stat e-

ment ot our aeneral probleu, 1n connection with which I will endeavor to 
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an.swer the questions raised !it the l ut heari njl . I understand, o! course, 

thot it will doubtless be necessary tor you to ask Questions os I proceed. 

I om sure you will a gree that a proposal which i nvolves sole, with 

the ler.ot prrc ticable loss , o! a billion e nd three-quarter dollars worth 

or Ooverment property is one tbat calla for careful thourht and planniM · 

H involves the brGest operotion of it.s ~ind in whicb the Fode.r ol Goverrcont 

A'l)' discussion of the li"'io~tion of the Hoooe Owners • Loen Cor-

poration •uat necessaril.f take into consideration thr circw:>stances unde.r 

which it was orw;anisad, t he type of opera tion Corv;re•a oont ... puted, and t."• 
progress 111ade thus fur in carrying out the lll.!lndate of the Congress . 

A great deal of misinformation has bePn circulated as to the present 

status of !lome Owners • Loan Corporation liquidbtion And I believe thl\t any 

understanding of the subject 111ust be pred1c~tad upon nn eram1n3tion of the 

!acta. Llt,y I SUillll&r i:r.e them brieflY• 

The Corporation made over 1,017,000 loans 1n the amount of 

$J,o:n,ooo,ooo. Subsequent additions increased thia to $),t.sl, O..O, OOO· ot 

t..>,is t otal .. ount, $) ,278 ,000,000 is repreaentad by ori!;1Ml borrower and , 
subaequant vandee accounts , which by J)eceoaber )1, 1942 bad been raduoad to 

$1,567,000,000, a reduction of 52% o! the total loan 111110unt. '!be nwtber o! 

acoounts at Decuber )1, 1942 had been reduced to 780 ,000· 

The Corporation us forced to acquire throueh den ths, abandorment, 

foreclosure, etc., 194,163 properties. Ne have sold 161., 2)6 properUes , • 

liquidation of about 8~ of the properUea acquired· 

•• 

Regraded Unclassified



-)-
?27 

Of tile remaining properties {c:aplt.allsed at $226,925,000), 29,&76 were 

11sted wltll sales broker s and being persistentl.Y pressed for sale. '!'he list 

prices fixed by us on the average represent a urk-<lown of approximate:L.Y JO% froo 

our book •alue. Brokers are, h07rever, instructed to present all offers and we 

eecept all that are reasonabl e in view of what 1o cleor:L.Y the fair velue or tile 

property. or tile units in these properties available for occupancy, 92% were 

rented, and the rants collected in December totalled e1,391,000. '!'he total cumu­

lative rente~• received have totalled '12211041000. 

Eaploying a t the peek 201611 people , •• of the first of tllis yeer, tile 

l'!ll!:lber has boon reduced to 4 , )06. '!'he oppro;n'htlon for next. yeor cont.eoplat.ed 

• l'llrtller reduction to 3, 6;2. 

Here Owners 1 Loan Corporation' hna reduced tllo numl>er of its office• 

froCI 458 to but 8 Regional Offices and 25 temporary tiold offices. 

•• 

Its administrative expenses hnve been reduced fro= a high of $)?,679 ,99f 

for a single yenr to an estimated $10 ,0.,1,466 for tho fiscal year ending June 30, 

• 1944• '!llis is n reduction of $2?, 5981532 from the top, or over ?3%· 

From yeer to year , re3"ardless ot the appropriations granted, Home 

Owner a 1 Loan Corporation has honestly •nd persistently striven for the utmost 

OCO"""')' and endearored to make a record of reallabillty in that respect. I t h8a 

succeeded 81'ery year in effect.in& aadnp bel"" appropriatioM uountin(r thus far 

to a total of over tJ.o,ooo,ooo. 
lie respect.tully autmit that this ia a record o! liquidati on, far 

exceedina the ex,pecteti on of conjl!'OSO when the Home ()onere 1 Lo8n Act was passed, 

the signitieance of which has not been tlllly understood· 

Ten yeora have passed since tha Home Owner• I Loan corporotion .... 

organbed. 1\lch hsa been forgotten oa to the objectives COngress intended 

1t should aohlne and •• to the oonditi ons which prenl.led then and for 

aenral yeoro after. Pbllowing the stock .. rlcet cruh o! 1929, ..UlloM 
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or hoee owners in all parts of the country were threatened with the loss or 

thei r hocea, because of inability to ceet interest and principal ~nts 

on thei r mortsases. Urban home foreclosures had increased from 6,800 in 1926 

to nearly a quarter of a million in 1932 and to more than that number in 19JJ, 

Over half a million urban properties shelterins about tour million persons 

wert !oreolosed in 1932 and 1933 • Such a mort;~age panic had never afflicted 

?28 

any country before . I1' not stopped , it was apparent that creat numbers of 

additional hoae mortcae•• would be foreclosed. It was neoessary not only to 

prennt further spread or foreclosures but also to restore the country's private 

ooort£ase lendins institutions to a position where they could resuz:e nor.::al 

ope.,tions and aupport the cor~e credit stNcture. To ... et the dtuation the 

Consreu , on JUno 13, 19JJ , with but four dissenting votes in the House and 

none in the Senate sot up the Home Owners• Loan Corporation . It """ not a bank­

ing iMti tution. It was oesentislly a relief agency deaiened to stop the tidal 

wave o! foreclosures and prevent the spread of still sreater disaster which 

threatened home ownors, mortgage banking and the real eatete s tructure . It 

was also intended to help our cities and towna confronted with gran difficulties 

because of their inability to collect taxes on real estate. 

I t 1a doubU\11 it ..an;y of the exiatins aortpge institutions could 

haft oont inued in operation 1t it bed not been for this Act of COngress. l!;y 

oxtendinc the Oovernment•a credit to dbtreaaed h"""' 0011nora, home ownership 

was not only protected but the resumption ot aavina was encouraged, "onoy was 

brought out of hoardinc and the savines and morteage lending institutions were 

helped back to their feet. 

The Home Owner&' Loan Act o! 19JJ authorized the Corporation for a 

period of three yeara to exchange 1 te bonds and advance caah in an Eount not 
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tD exceed $2,000,000,000 for first Jtortgages on urban hOllies in i=inent danger 

of foreclosure, wl\ich could not be refinanced elsewhere or that had been lost 

through foreclosure subsequent to January 1, 1930. Such loans were limited to 

4~t~mily dwellings and no loan could be made in excess o! $14,000 or 80% of 

tho Corpo~tion•s appraisal, whichever was smeller. Borroworo were given 

fifteen years to repay their loans by monthly amortized payments. The inter­

est rate wu limited to a maximum of 5~ in the case of loans made bT the 

exchange o! Corporation bonds and to 6:( where all-cash loane were ..ade for 

the ~nt of delinquent taxes or t...,e cost ot protectivs, Mintenance and 

repairs . 'lho Act further provided for a moratori\llll on principal P"1"'ents 

until June 12, 1936· After that the principal was to be amortized within a 

twelve-year period. 

Under this plan Congress anticipated that all of the loans woul d 

mature and be paid off by 1951. The Act however allowed a period of one year 

thereafter to clean up looee ends and provided that the Corporation should 

issuo no bonds coming duo after 1952· 

Despite the liberality of t he Act, difficulties developed promptly 

and slowed up t., efforts of the Corporation to en.end relief. llaiiY hard­

preuod financial ineitutions continued to push their distressed ~:ortgsgors 

and expadi te foreclosures llhile declining at the sue tiD to accept the 

bonds of the Oover1111ent because wl\ile the interest was auaranteed the 

principal was not. Becauoe or the lack of principal guarantee menr 

mortl!&gees who accepted the bonds sold them !Jir!lodiately and forced the 

msri<ot down to tho low so•s. This developoent added resiatance to the 

acceptance ot HOIIIII Ollners • Loan corporation bondo in exchange tor dis­

tressed I!IO!'tgaso•. Accordingly on April 27, 1934, Congress promptly amended 

?29 
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tile Act to proYide for a eo ... ..-nt guarant.oe of the principal of the Corpo­

ration's bonds as well as the interest. L'eanwhile w1 th foreclosures still 

rising the applications o! home croomers !or the refi.nanoing of their mortgages 

was inc1easing in such volume thAt on June 27, 1934 Congress voted to increase 

U.e authorlaation of the Corporation to iuue bond:! to $) ,000,000 ,000 troa 

~ ,ooo ,ooo ,ooo. 
The applications continued to mount to a total of ne~ly 210001000 

representing over 1)6,ooo,ooo,ooo of a:or~ege inclebtedneu. Congress thereupon, 

in the Sprl.ne; of 1935, aguin increased t he authoriey- o! Ule Corporntion to 

iaaue bonds up to a totel of ~,7501000,000. This bond authoritation, plus 

Ule t\200,000,000 of capital initially given the CorporcUon, allowed it to 

expand its inftatcents, it necessary, to tho 8m01Ult of ~.9so,ooo,ooo. 0! this , 

Ule Corporation was authorised to employ $400,000,000 to finance l.cmediateq 

necessary repairs and reconditioning (long neglected as a reoult of the panic) 

or banes securing the Corporation's loans, and !or rehabilitation of those 

properties which it llll.g:bt be obliged to talce over and put in concli tion for 

sale. Also, $300,000,000 was set aside by Congress for investments in the ahares 

and deposita of qualified home financing institutions . This provision was made 

for the purpoae o.f r ehabill. tatl.llg and strengthening the financial position 

or such institutions end anabllng thes> to lloll<e IIOrtSSie 110ney available in 

areas '"here priYate resources were not obtainable. 

Qy the Summer of 1939, boweYOr, in spite of tho 15-year direct 

100ntbly reduction 110rtrase features, thousand• of the Corporation's borrower• 

were unable to aeet thase IIOdorate payaento and increeed foreclosures 

threatened. llhen Congrese became aware of the borrowers' difficulties, tho 

llead~Barry aaonclaent .... introduced and paeaed by both tho House and Senaw, 

... • 
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witl>ollt disaent, on August ll, 1939· '!his authorized the Home c>ners o Loan 

corporation to extend ito loans under certain cirewoatances from the original 

fifteen years up to as auch as twenty....five yeora fl'OIIl the date such mortgage 

was written. Whil e, as I have explained, the original Act provided that the 

corporation should m.eke no loana for a lonaer period then fifteen yerrs , the 

last of which would mature 1n 1951, it expected that the Corpor ation would need 

a year to close up its affairs and granted it authorit:y to issue bonds mat~ 

1ng in l9S2· If all the 1:10r~ages, therefore, were not tull:y paid or assigned, 

the Corporation would nne twelve 1:10nths in which to sell an:y 10.ortgages left 

on hand at the beat price possible, and to pay off the last of the oaatur1ng 

bonds. The ~ad-Barry Amendment, h"""ver, extended the aut horized matur1t;y 

of loans ten :ycara to 1961 but it made no provision tor the issue of bonds 

maturina after 1952. 

Now 1 when we discuss t he liquidation of the Home Owners 1 Loan 

Corporation, we 1:1uat reoember that by extendina the amortitation period of 

25J,S65 borrowers under the !lead-Barry Act and el1ainatina their delinquency, 

the rate of liquidation of the Home Owners' Loan CoJ1)orat.ion ,. •• retarded be­

cause the ~nta on their loans were reduced by about ~ over 10bst wa.s 

necessar:y to liquidate w1 tb1n the originel fifteen years • 

In the prompt exeeution of the mandates of the Congress, as 1 have 

explained, Home Owners' Loan Corporation between June 13, l9JJ, and June 12, 

19)6, recei~d a total of 1,886,491 applic:c.ticna, and approved 1,017,821 

loans. Indicative of the distress existing in tho h01110....,ortgage field 1a the 

fact that , at the ti.ale they were taken over, these loans were in default 

on the average, nearq two yeue 1n pri11cipal and 1ntareat and almoet three 

1M!'& in taxee. 
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Here, I think it is well to recall that the ter=s ot the Home Owner•' 

t.oan Corporation mortgages, were the most liberal ever cade in this country 

up to thllt time• They resulted in the development of a type ot etortpge _ 

uniform and standard - applicable to every section of tho country and pro­

vidil18 tor regular monthly amortization paymenta over c period of fifteen 

y8DrS at $~ interest 1 With the SUbsequent J'edUC tiOn to ~I and With thO 

later utenaion up to 25 years. The in!luence which the Congress exerted by 

the H""" Owners 1 Loan Act, has had far-reaching etfecta in revolutionizing the 

hoe>e 110rtpge business in the United Strtea. It gave a very definite bopetus 

to the developunt ot the sound, long-tena, acortized mortgage , ~t a reasonable 

rate o! interest. Ae a result, the a:oortbed 110rtgage principle is now 

pretty generally acoepted over the country Md, when the Federal Housing 

Administration wos eet up, that organization followed the same pr inciple . The 

imnediate cttoct , of course , wes to end the mortgage pnnic and to check promptly 

the threat of torociosure on milliona of homos ._ Real estate values were 

atabilhed, morteage lending markets were stref18thcned, and help was given to 

towns and oities which found themselves financially lll1red because ot excessive 

tax delinquency, 

The Corporation had completed ita le~ operations on June 12, 19)6, 

It had in ita portfolio mortgages ot distressed hcce owner• secured b)' 

properties in nery CCIIIUunity with a pop~>lation o! 2,500 or more end in ell 

but 64 out of the total o! 3, (Yf2 counties in the United States , and in Hewa11, 

Puerto Rico , and Alaska , as well. 

During the lending operation, 0111ployment conditions still rernained 

such that by i.laC<IIIlber 31, 19)6, 604,?J4 ot t heee retinanced HOllie Owners• Loan 

Corporation account& were aeain 1n arrears, 1.46, 01.6 were in arrears 12 month& 

... .. • 

Regraded Unclassified



l1ld <Ner, ot which 27,455 were in arrears 24 aontbs or more , At tbis time , 

acc:umul2.ted arrearage• had reached a high o! ~8,')\)() ,000 and most of these 

torro•ers were again delinquent in taxes. 

To combat this situation patient but persistent and c0111prehensive 

.... ures were necessary . EYery opporblnity and usistanH was a fforded to 

distressed h0111e owners to enable tbem to regain a sound hooe ownership posi ... 

tion as Congress contemplated. ldore than 120,000 letters ware mailed and 

?33 

over lJO, OOO in~erdews conducted monthly. Every delinquency problm wsa 

caretully investigated, e.nd wherever possible solutions were developed . 

Empl oyment was round !or some, while othera , who were o•erhousod, were osaiated 

w1 th tbe sale or rental of their properties. Thoae behind on taxes were offered 

tho use o! special deposit account, in which they oould accuaulete 1\.lnds for 

tha payment of taxes and insurance. Advances were made !or tho P83Unt of 

home owners I delinquent taxes; the amount advanced for this purpose by 

Decamber Jl, 1942 totaled ~58,8)6,005· 

In apite o! the S)'lllpothotic consideration and generous assistance 

aoeorded by the Corporation, a large number of those who Wok adnntage of 

the moratorium on principal payments until J\lno 12, l 9J6, were unable to meet 

tho required reralar U19r Uaed ~nta attar that ·date· and ·rOIIAio current 

in thair payaont o! taxes and ineurance. It waa apparent that, 1f these 

h0111e owners wore to maintain their loan ~ante, as well aa taxes and 

insurance , an adjuatment would be necessary in the ·tenna or the mortgagee. 

Such ca.aes wore segregated , and the loans recast or u tended !or short 

periods o! time , under authority contained in Section 4(d) of the Haoe Ownera 
1 

Loon Act or 19JJ• 'l'h1s temporary recast or extension o! loans, howe•er, 

prond inadequate to meet conditions. TO oover this situation and ncid 

•• 
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1M necosaUy or foreclosures, and the losses they would cause , Co"'"'ss , upon 

its ""n initiative , by passing the I ead- Bnrry uondment, authorized the HCI.C 

to extend tho period o! amortization o! hoe>e loans. A total o! 253 , 565 such 

extensions wore granted under this amendment, by December ) 1, 1942, et which 

date 2)) , )29 were s till in e!!ect . In granting these extenaions, the Corpo­

r • tion required tho establishment of a tax and inaurance account to ooke sure 

tunda would be available for these annual carrying char gee and to pre.,ent 

tu ture tax and insurance delinquencies, 

11\us, tho ~diate effects ot the l!ead-Barry oxtanaiona we.re to 

reduce the foreclosures , increase loan bl:l£nceo and extend the .. axlM"' uturUy 

date of lorgo tllllllbero of the Corporation's loana !r<lOa 19Sl to periods raJIIling 

up to 19(>1. Of course, all such recasting and o7tonaion was not made for the 

tull 2S-year limit . \,herever it could be worked out owr a lesser time, we 

did it. 0! tho total eY.tensions , 16% were recast and oY.tanded up to 20 years, 

and B~ had to be oxtended to periods between 20 and 2S years in order to como 

within tho borrower s • ability to ~· 

11\o result or this constructive l o&islation """ ren octed in the 

il:adiata docllm in foreclosures. Property acquiaitiona had reached a peak 

234 

ot SS ,l90 1n 19)8 and which ba..., declined rapidly to tho present low of ? , 241 

tor the year 1942. Supported by this clear legillttive cand•te the Corpor•tion 

wao enabl ed to carry 250,000 mortgages, a J.lo r&e proportion of which would other­

wise have been toreclooed. '!his would have relulted in tremendous loss to tho 

Corpora Uon, and tho economic effect or addi~ th&t many accounta to the largo 

overhang of inati tutional real e s t ate .. auld hove boon lorious • lt 11 plain 

that in tho interest or the morttagor, tho oo ... rment, and the a~ortgage and 

real oata to tield, the only sound prog,.... to follow 11 to go alo.ng with these 
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botTOWtrs unUl their loans are on such a basis with the Corporetl.on that they 

are out ot da~er. Experience thus tar ohowo it. 

1/otwithatanding the policy or the Home OWners' Loen Corporation to 

resort to foreclosure only when every possibility of rehabilitating tha homo 

owner had boen exhausted, some forecloauroa wore inevitable. 1b date , 194,16) 

or approxilllntely 19% of the original loans, have boon foreclosed. Of those 

5().2~ were caused by the home owner's inability to pay, the remainder being 

attributable to obstinate refusal ta pay, lack of coopervtion !'rom the borrower, 

abandorcent of property, death or tha borrowers, or leeal complications. 1be 

n er&&e qe Of delinquency at tl.""' of foreclosure on 100rtgage loans unextended 

was 24 month& and on those extended, 6,) contbo. 

At our last meeting your Committee asked "heths r we could show the 

cost of servicing each of the different oluoea of morteeges , particularly the 

250,000 accounts that are less then 90 days delinquent, and those )0 ,000 that 

are delinquent ClOre than 90 ~·· Recorda are not ovoilabls which woul d provide 

tho servicing cost on this bssis. 

For the fiecal yea 1942, the Corporation's servicing costs averaged 

))¢ per 0-100 or principal bll.lance, this was for oorvicin& all types or loa no, 

delinquent, elow and current . '!his cost not only co,vers the expense of the 

Loan Service Division including the TeX and Insurance Sections wt renects ita 

proportionate share of the Acoountint, IA&el 1 Treasury, Appraisal and Recondi­

tioning Sections • expenses as well •• tro.vel coati o.nd overhead expenses. 

•• 

Of our eervicing costs of 33¢ per $100 of principal balance, ~ or 2)¢ 

per $100 of principal balance is cboreeable to tho servicing of delinquent or 

elow loans and 3~ or 10¢ per $100 of principal balence for the servicing of 

current loane. 
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'lhle s cr'ticing cost of 3)¢ per $100 of principal balance is com~red 

with tho )/4 o! 1% or 75¢ per $100 of principal balance paid to savings and 

loan associetione and other mortgoge lending inetitutione !or eor'tioing the 

1n11ured mortgasea in the portfolio of tho Federal llationel llortgege Association.\ 

The banke , uvingo and loan associetioM and other iru~titutions which are 

servicing the insured loans held by the FNIIA have maintained th"'Y c<.?uld not 

alford to render thie serYice for less then 75¢ per Gl-00 ot principal. balance, 

end thb notwithstanding the fact that thie ser'tice is on prime loans, mostly 

loane on ,.... dwellings, certainly, preferred in character over the HOLC '• 

portfolio. 

At the previous hearing the question was raised whether , assumi.ng 

we could dispose of tho 500 ,ooo a ccounts that are being paid pretty regularly 

on schedule , the remaining 280 , 000 could be sold readily. Undoubtedly sooe 

of them can be eold at a price but they cannot bo disposed of quickly. Same 

of the !actors which affect most or these loane and which 11ould meke tbeir 

sala extremely difficult if not impossible at present even at a substantial 

dbcOWit, Lrer tha amall extent to which the loan has been reduced, the age 

end credit stan~ o! the bor!'O'IIer, the age and typo of the property secur­

ing the loan, the ecattered location of the loaN, the extended ""turities 

end, in .._ iMtances , the extre:ely mall loan belance• · 

Returning to 
8 

discussion o! the acqubition, management and sale of 

properties, may 1 point out to you that up to December )1, 1942, the cumul ati.,. 

gross inoomo fi'OI> interest , dividends and rents reached $1, 099,000, 000· 1hl8 

income has been applied to the operating e"P"naee of tho Corporetion and to 

the losoeo incurred in the acquisition and sale or properties , •rith the result 

( 
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thet the Corporation has thus avoided the neeeaoity of caking the 'l'reuury 

for a aincle dolll\r. 

Up to the end of last Deceober, the net opera ting income, before 

provision for losses , wos 6174,000 ,000. This hQe covered e6% of the Corpora­

tion 's enpitel looses on sal es and 72% of all tho losses incurred by the 

corporation ($24l ,OOO , o-:O) including comnisaions tnd aellintr expense , fire, 

tlood casualty and all other losses, with the result that the net loss ha& 

bsen kept down to 666, 736 , 562. 

237 
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l'ay I •=arize the cu;:;ulative f1f'\INIO of income and O'<J)ense from 

the beginninG of operations · t o December )1, 1942? Our income was aa· rollows 1 

Intore• t on outstanding loans 
Rentol Receipt s 
Dividendo from Investment in 

C•~i tal S toek of Feder al Savinps 
and Loon Insurance CorpOration 

Di videnda from Innstments 1n Shares 
ot ~1vin.,a z.nd Lo.i.l'l #.ssns . 

lliacelleneous Income 1 

he.lllbura010ent from Fire Losses, l<entel 
ot Office Qldf• , etc . 

'roTiL I!ICOI'E 

OUr erpeneos were t 

Interest Pcid on Outstanding Bonds 
Cost of ranaging Properties Between 

Dote of .~couisition and Sale 
~dm1n1strat1ve and General Expense 

liST I NCOI "E ~FmE LOSSES 

Losses on Sales of Properties 
UOrts•a• Loan and Other Losses 
F1,;, and •• indato1111 and Other lleJiaGes 
Fidelity 1nd Casualty 

TOreL Lai&ES IIICLUD!OO ADJUSTI!EIITS 

CUHI!.A'llVE NET L(l;S 

t932 , 5J6 ,459 
122 ,10) , 606 

) ,0)5,)26 

)7,&)2, 009 

1 .977 .913 

57) ,255 ,635 

100,79El,l20 
251.419 .1~5 

2)9,856,773 
490,911 
22),670 
22?.581 

$1,09'1, 5)5,)1) 

925,472 .940 

174,062, )7) 

240.?96,935 

$ 66,736, 562 

238 1 

Regraded Unclassified



239 
-15-

In cone1dering the Corporation' s deficit u;> to date (surprisingly 

srr ll" CQ"Ipered with anything upected when the H""'e Owners' Loon l et was 

passed) , it should be remembered that it took three yerre or ~ork by a large 

or~onizot1on to place !lome Owners ' Loan Corporation loans on the Corporation's 

books · 

The total expense for examining applicatione and clos1n~r loana was 

~5 .. , 500,000. Th~ Corporation had t.o incur that erpenditure in setting up its 

business • I n no mal l>usinecs operations thia item would be consi dered organi­

zation tnd clevelopc>ent eYpense . It this cost wore •~orUzod over the 15 

years tixod by Con&re•• ori~nally as the loon ten:~, the net loss or the 

Corporation on De,...ber :n, 1942 would hove been reduced akost one-halt. 

It it had not been tor the ~ctivity ot the mortrage lending inati­

tutions i.n c:QnvossiJll! our borrowers and taking away many good loans , the 

interest incor.~e t.o date wou ld have been incr eraad motorially . '!he loss of 

interest i nco""' to the Corpore.tion on these refinanced loans (as con.,red wUh 

t he inter est intOClG 1! the loans had cont inued tO pay on t.~e re!JUlar basis 

until maturity) represents a t.otol or cpproxilll•tely $)9,000,000. Over the 

next the yeors, th• deficit , under no,....l opera tiona , would be I:!Uc:h less were 

it not tor the raiding or our port.follo by &any ot the so=e lending institu­

tions which we pulled out of the hole in the eorly 1 Thirties . 

It would heve been wholly ielpractical, and , i n f act, ielpossible, 

for the Corporotion to handle its acquired properties without the cooperation 

ot the llction•o real estate brokers. In ordor to • et the r..nxii:!Um benefit ot 

bus1neu eYperience in the disposal ot acroired properties , e.rrnn~..,ents were 

=•de with aoce 27,000 local brokers throughout the Notion. • rokers were paid 

est•bliehed tees for m&na! ement rnd sale or our properties on the besis ot 

... 
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tbe results obtained . U$tifl:S of the COrporation•• properties have been 

issued reaullr 1)" t.o all approved brokers . 

240 

As ot December 31, 1942, the Corporation had )1,621 properties, owned 

or in the process ot acquisition, with a capitalized vnlue ot 1226,925,000. 

Although these wero scattered among the 3, 252 sepArate communities throughout 

tllo UnUed States , the major portion, 26, 881 , were distributed over 1 , 41) 

••;>&rate communities in the Nelr York Region and G,W, with a capitalized 

value of $7,,400,000, were located in the five boroughs of the II.,.. York lletr<>­

polit.an aren . ot the COrporation's proll"rties C)O .l" were available for rent, 

of which <)2.2,c were rented at an nora~ Mnth~ rental of $38 .06 per dwelling 

unit. At this point, "hile dealing with rentals , may I answer a question 

raised at our last mooting. Rental eolleetiona during December 1942, of 

",)91,000, increased the total of such eolloetiona tor tho calend•r ;year t.o 

$18,500,000 Mel eumul£lt1ve rental receipts t.o over ~2,000,000 as I hove 

alreod)" explained . 

'nle Corporation u continuing t.o conduct an enercetic caeopaign t.o 

sell ito properties 8.8 rapid!)" as possible ..,..,..naurate " it.h the ability of 

the m:'rket t.o aboorb them. I ts sales policies hava consiotenU;y awided the 

d""'ping of proper ties on the 134l'iret· It ohould ba ,_.,.,bered, ha...ever, that 

recent reatrictiona 1aposed by tha ot!lce of Price Adlainistretion hl:ve retarded 

BOCieWhat the Corporation'• sales program. 

I have endeavored to give you as brieny 8.8 possible a revi..,. or 

our beginninga, the proble""' confronted , and what we have aocomplishad by way 

ot an ardor!)" and efficient liquidation in contonnanee with the amortization 

schedules rued under the original legislation and subsequent amendments . llo,y 

I n.... turn t.o ;your CCIIIII!Iittee•s request that I preaent a atetoment as t.o what 
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would be the effects ot an accelerated ll~uJ.daUon or the H.-e Olmers' Loan 

corporation. 

?41 

You "ill epp,..,ciat.e, I know 1 th8 t the,.., are m&I\Y problel!IS involved 

in tho hurried liquidation of a Corporation of thia INign1tudo end mture, with 

ita ramiticationa reaching out into the homes of soma 780,000 families in mo..., 

than 191000 cities , to..ns, and villages throuahout the Nation. 

Evon before the Corporation completed i ts rafinancine and before it 

ceased t.akirc o,.r n major portion o! tho country•e dietreesed mort«lll!es, 1t 

began to be aubjectad to pressure for the eelo o! its better c.ort«ages . 

Ve.rioue proposals were advanced !or the tr.,.!or of Us useta bncl< to p.rivata 

hande . Conso~uentl7, this is not a new subject with ue. 1bese proposals ha,. 

been gone into carefully . 

Ae eiU'ly ao November 1935 (8 month& before tho Corporation wound up 

ita landing aotivities) the On1ted Statee Savings and Loan League adopted a 

resolution ra~uasting thot the Corporation eoll to private landers such of 

ita loane ao would quality for FHA inaurance or without insur!lllce, would t~oet 

the spociticatione of these lendirc 1natitut1one. One year btor at the 

October 1936 con,.ntion o! the League, ito Executhe Vice President suggested 

that euch eecuri ties as tbe Hoce Olmers ' Loan Corporation owns "which are 

acceptable to privata inftstors and truetae lnetit.uUona, ehould be pressed 

in that direction• . In December o! that year, the President of the League 

addreseed a letter to President Roosevelt ouggeeting a program b.Y which the 

CorporaUon would transfer ita better mort«•a•• to savings end loan aesociationa 

and perhaps to other mortgage lending institutione. Again, in October 1937 

the Soa.rd o! Directors and the Executive Counoil of tho United States Savi.nge 

and Loan league approved a bill , !or tho aoquiai Uon of HOlle Owners 
1 

Loan 
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Corporation IIIOrl.l;ages , that had beon dra.tted by the Lea~;~~c . A few ...,nths 

later in February 1938 Us ~<>ard and !:Tecutive Council rea.ffinaod this 

rpproval. Section 15 of their PI"'I'OS&d bill would have authorized the Cor­

porotion not only to •ell its mortgages and properties for c18h but to 

«Chtn •• them !'or shares of savillj1s and loan aeaociotiona . 

In the aamo year , tho Comitteo on Reserve Crodits •.nd Ranking 

Rtletiono of the LcPguo recomended ~t tho Homo Owners ' Loan Corporation 

bo l1ouid&~ed by exchenging its useto for inveatiiiCnts in sevi11f-O and loan 

shores. It th3n cemented • .. ,;i th the posse go or tau, this trosondous oper­

ation created tor an • IICr l!"ncy purpose will bcco.o 1110r<: and more subject to 

political inJluences and several e.UUon votes cannot help but be attractive 

in connection with such matters as reduction in i nter .. t r ates, so-called 

leniency as to foreclosures, mort torium on principal, and eventual waiving of 

the debt. The toreet is r&r.!Oved with the transfer of the cblir.aticns to 

private enterprise.• 

If M y plan could be developed for the illr'lediote trensfer of the 

assets of tho Homo Owners' Loan Corporation to private i nstitutions, which 

would ll t the ""'"" time pro teet the home owners ond es!eguord the Cove,.,.,..,nt' • 

ltrge !nveetaent, continue to stab1lhe the rell 88tatA urket aod the 

country's morf4qe credit structure , you ""'Y bo sure it would hne "'¥approval. 

Hmrever, our e,-pcrience with the proposals thu..a tar reoeh·ed connnces us thAt 

a step o! tMa character is not feasible e t the present t tae . 

Since our loans were made in over 19,000 communities throuehout the 

United States and on properties from five to cne hundred yeare old, nnd wholly 

to borrowers who wore unabl e to re!inonce their lo~ns prior to ecceptence by 

the !lome Owners o Loan Corpor ation, 1t is evident t hat uny loaninr, llj!encies 

would be reluctMt to purchase certt.in o! our loans on ony basis at present 

because or the type and location o! the loan· 
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1he only definite suggestion that baa been cade bas been tbat we 

offer th• for sale on a package baa1a• It this were undertalcen, it would 

be neccaury for us to recruit a ate!t ot quill!ied e111ployees especially 

sel•ct.ed to ondyze , appraise and prepare adectuate infor~~~~Uon regarding 

e: eh of the ~ortr.agea to be sold in order to furnish prospective purchasers 

with proper evidence of the Corporation' s experience with the r espective 

borroworo . None of the present employees of tho Corporation would be avoil­

•ble for thie worl<, since all billlnr , posting, tnd servicing would have to 

be continuod with increased ertort to induce our borro•ero to meet their 

pay~tenta regularly and to Claintain our opera tiona on a current and norcal 

baaia . H ia anticipated that the addit.ional expense necessary to diapoae 

or our accounts would amount to a llliniiiiWII or l~ of the outstanding bal ance. 

In order to estimote what losses would be incurred Rnd what 

further burden& would be pl aced upon the Treasury and the taxpayers by forced 

liquidation, we have had studies 111ede of tho rosulte if this work were spread 

ovor a i)eriod of ono to five y~ars. In eotillating loan losses ss conserva­

tively as possible , we have classified our mortgage loana and vendee accounts 

into five groupo, (l) those on which no princ,ipal roduction has be"" 11011de 

since tho loan was granted; (2) tboae on •hich up to l~ reduction bts been 

aade; ()) those on which a reduct.ion o! o .. r lOS and up to ~has been aade; 

(4) those on Tlhieh more than ~ and up to ~ reduction has been ""'de; and 

(5) those accounts on which mon than JOiC haa been paid. 

243 

In addition to our mortrtoe loana and vendee accounts, it would alao 

be necessary to sell at the beat prices obtainable the real es~te we el<pected 

to have on hand at the beginning of the fiocll year in which the Corporation 

would be forced to liquidate. It has been conserntively estimated th•t , 

under toroad lictuid~tion, our hOUses would have to be aold at a discount or 

~. wbather UC[uidated tor cash or eold on tel'lll• 'olh1lo in the latter cues 
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llllch ... u er losaee are eunai.ned when eales are ude with a nominal cub 

payment , the immediate eale o! the vendee accounts with eull equities would 

subje ct the Corporation to an additional substantial loss. 

244 

11le Corporation would also ba confronted with an estimated l Ms in 

bond intereet, dUe to the necessity o! holding the otah r eceived in ~ent for 

• 
its euete until it would be possible to retire the outstanding bonds of the 

CcrporeUon. It is estimated that at June )0, 194)1 the following Wll&tured 

bonds will be outstanding• 

~~ $er1es A - callable for .,....ant l:ay 1, 1944 -
lt' $tr ies V. - callable !or pa~ent June 1, 1945 -
U $tries Q - callable at aey t.ime -

$778, S78,07S 
754,904,025 
22s,ooo,ooo 

At the present t ime, all r epayments of principal received ere being a~>plied 

against $er iee Q bonds . When this issue 1e paid in tull, no further bonds can 

be retired until Noy l , 19441 when :778,578, 0?5 could be paid off, The balance 

of the funds would have to be held idle until June 1, 1945· 

Assuming we could ~tain our orcani&ation and personnel and at the 

S&lte time quickly recruit a field organization qualified to dispose o! these 

asset s (which 1a absolutely impossible to do at this t.ime) , it 1s est1mated 

thn, should a forced liquidation be ooncludad by the end o! the fiscal year 

1944, the loss , vined conservathely would be :.440,000,000. 

Each year thereafter the loss would be redUoed correspondingly. If 

the Corporetion were closed out by the end ot the !ileal year 19451 the esti­

mated minimum loss would be t J5l ,000,000J by the end o! the fiscal year 1946, 

t2&s,ooo,ooo1 by the end of the fiscal year 1947, ~JO,OOO,OOO; and by the end 

ot t he fiecel year 1948, $18,,000,000· '!hat is, 1! normal operation& continued 

through tiecal year 1947
1 

and tinal liquidation were to be ae00111pllshecl by 
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June 30; 1948, tho aertngs to the OOverrment would be S260,000,000, the di!­

ferenoe between the •440,000,000 loss by liquide tion in 1944 and flao,ooo,ooo 

tor liquidation in 19~. 

In preparing these estimates we have given consideration to all 

importent fectora o£ operations based on our years of eoperience in handling 

tho affaire o£ tho Corporation. These factors include continued trend ot 

no,.,.l liquidation, extensions and reuortiutiona, peido-in-tull loans, tore­

closures end property acquisitions and aalos, with tho resulting effect on 

capital structure and on 1neo:oe and expenao. 

?45 

In projecting the esti..ated losses 1! HOLC wore required to dispose 

o! all or ita aaaeta by forced liquidBtion as of tho fiscal years trcc June JO, 

1944, to JUne 30, 19~ , consideration haa boon s1vt>n to a nonDal operation up 

to the beginning of the fiscal year in which tho Corporation was to be liqui­

dated with all assets then on hand disposed of throughout that year in equal 

parte . For instance , 1t we were to liquidate by Juno 30, 1945, the Corporation 

would cont inue to operate in a normal l!l&Mor until Juno 30, 1944 and then 

liquidate l/12 of the aoaete each month duriflll tho fiscal year 1945· Thus, 

• • or lleceaber 31, 1944, one-halt or tho aaaot.a owned aa of June 30, 1944 

would ha•o been aacriticed . 

'lho loaaea which I have indicated, •• I have Ol<ploined , are pre­

dicated on a urkdown or a certain proportion or tho Corporation•• mortgagee. 

Without euch a markdown they could not be sold within tho tiiDa specified. 

Again, this s~year analyois is merely an estimate, baaed upon the operations and 

oxpe_rionco ot tho last 3 years . I caMot foreceat the future. No human being 

can toll what 1s going to happen now in tho ml.dat ot an unprecedented war. 
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Certainl¥, the prosress that has been u c'e '"'u:alea 1t 1a @ood business to 

ci"' borrowers an opportunity to continue buildi~ their equity, wor+:1 .g toward 

the tir.e """n we can get them on a sound baaia , 

In this connection,_ the etforta ot the Corporation to encourage and 

pe,.,uada ita borrowers to pay more than the reeul4r amounts due on principal 

have ""t with encouragil18 response. We have proof that it is advantageous 

to continuo that eneouracement by the Corporation eo as to build up turther 

increaaod equitieo and put a lorger proportion ot the loans in safe condition. 

Please bear in mind again thct these til'U"•• do not take into account 

the any problems and ditfia.tlties tl.at will grow out ot an announced llqu.i-

dation, resulting in the resignations of our beat workers . 'lhey would have to 

be replaced by untre.1ned and inadequate peraonnel, with serious l.mpainoent ot 

our ability to service our loa.ns and to uintoin proper records on the 

Corporation 's daily receipts ot more than $1,000,000 . VIe would also have 

pl enty ot now troubl os with already worried And frightened borrO'IIers who 

cay cease making payment• until they know for certain thalr status with us, 

thus piling uP del inquencies . 

I think 1t 1s only !air to you as creators of this Corporation, and 

to u as truatae, to point out that an orp.niution auch aa the HOLC cannot 

be liquidated in a hurry w1 thout enon>OUS leas and extensive reactions acong 

real estate and financial institutions . 

'lhe ottects ot forced liquidation on employed personnel and tl'e 

functioning of the Corporation are tar-reaching and ser i ous. this task of 

liquids tion 1a a tremendous undertaking similar in magnitude and inherent 

problema to thoae of the lending days · It took o large organization with 

caretully selected personnel three years to handle and approve approximately 

•• 
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2,000,000 appUutioM, resulti"i in 1,000,000 loAna. It is ,_ suggested 

that we qu!:!<l}- dispose of nearly 800,000 loans, and properties , spread 

throughout the c1 ties 1 towns and haclets ot every etate , and this without 

diaturbing the home and mortgage struct.lre of the 1/ation llhich the CorPOra­

tion has dono so much to build, 

1he difficulties of carrying on no,.al operations while engaged 

in auch a taak or liquidation are ouch that the Corporation would have to 

have .. ployeea who can concentrate wholl.7 on liquidation in addition to those •" 

who auat continue to look after the Corporation's current accounts, records, 

real estate and other assets. 1he anilable suppl}- or labor qualified and 

ccmpetent tor eithor purpose ia now inadequate and becomes 1110re so dail7• 

Pllrel}- t'rolll the standpoint ot personnel, an earl:y liquidation of HOLC presents 

ataggeri.ng problema. 

An immediate liquidation, such •• is tho intent of the Dirksen 

Amendment, is imposaible. It will , in et!ect, atop all but clean-up ope~ 

tiona b:y next llovembor. 1he Dirksen Amen4c>ent provides tor t8))1 ))). )) a 

month to conr all adlainistrath'e e7p0naea , including personnel sernces , 

tra ... l, and other obl1get1ons
1 

tor the first al.x aontha of fiscal year 1944, 

but cute the aount for the last six aontha b:y 7S~ to $208, J)), )) tor each 

ooonth. 1he effect ot this 110uld be that 1,064 Ollj)lo:yeea 110uld have to be 

tanllinat.ed b:y next 111.y and 2, 330 more would ha•e to be toneinat.ed b:y next 

No'felllber. Thia would leave 777 omplo:yeee on the l)a11'0ll as of next J&!'l.l&ry 1 . 

'Ibis ia not enough to .,....n take care of the Hane Ot!ico accounting controls 

and tba auditing, and carry on the nece ssary accounting and billing operations 

1n the Regiow ornoos. m accounti"i and billing would tall tar behind and 

the delaqoenc:y c:ll&oa would start• 'nle Dirlcaen Amendllent o'fidentl7 did not 
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tAke in~~ conoideration that the volwoo or 1'0rl< in connection with llquidotill8. 

tho Corporation will r equire not only the aol"licos or our present sts!f o! 

employees but l arge additions, in order to adequately do the job or l iquidation. 

Obviously it was not r ealized that t ho curtailment of the HOII\e Olrnl'ra o 

Loan Corport Uon appropr iation meant that this record-breaking sal e of Gov­

erment property muld r eally have to be aceompliehed in less than six montha , 

1he plan for sell1"8 all the Corperation1a property within such a 11mitsd time 

is based upen the theo.ry that its •goec1• loans oould be sold easU:y tor per •• 
and the a l ower, extended loans should be 11111rl<od down to the point where they 

would be so attractive to private inotitutiono tht.t they also would be bought 

at onee . 

It is proposed that "packages" should be made of the •gOOd• and the 

•slow• loans and offered to the l ending institutions and mortgage agencies of 

a canmunity or an area. 1hesa •package•" would be available to any prospective 

purcheaers and or couroe tho Corporation would be expectod to get the highoat 

price for tho property. This scheae would moan that in each comonunity or 

area the Corporation would have to Uat tho accounts which it considers 

pe.r and mark down all others on the basis ot tba Corperation'• judgoent ot 

what they are worth. 'llle •package• would then be presented for exa::Unation 

by oavinl!• end loan associations , c_..rcial banko, 11ortgage bankers, U!e 

inouranco COII\panies and any ayndicato or ayndicatos !ormod to bid for tho 

loans , It would be necessary 1n offering these "package•" for the Corperation 

to furnish prospective purchasers with full information about each loan. Such 

a statement must i nclude the amount of tho loan, number of years it has to 

run, the balance due , the payment record of the borrower, tho physical nlue 

of the property, the status of taxes and 1nouranee 1n connection with tho loan 

,. 
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and the age ot the borrowers. It is hardly to be ass\Ded t.ha t aey welJ...canaged 

lendi"'t institution would accept the Home Ownero 1 Loan Corporation estimate 

::>49 

of value and bid !or the •package• without checkina. Each prospective purchaoer 

would make its ovon appraisal and secure ito own report as to the credit riek 

i nvolved. It would then decide whether to 11181ce an offer on the whole "packa ge• 

or join a ayndicato which ·would bid. for aU the loans and real estate owned 

by tha Corporation 1n the area covered. 

EYen 1n coc:mnities of moderato a1ze there sro from three or !our to 

a doze n or fifteen institutions and lllOrtgage co=ioa1on ~~&•nts eng•ged 1n 

""rtgage l endi ng. It is easy to imagine the diet.urbance which would be cauoed 

u repreoentativea of these competitive institutions began calling on home 

owners to ask questions , check on the property, etc . Innumerable eontrcveroioa 

would arise as to whether the value placed on tho loans and properties ot tho 

Home Owners • Loan Corporation was justified. It io inevitable that prospective 

buyers would attempt, to purchase at the lowest pooaible prices • The result 

would be that responsible offers of purchase would be on a basis quite dif­

ferent from Yalueo regarded es fair by the Corporation. 

We cannot reasonably aut.horbe HOCIII Owners• Loan Corporation workers 

1n the field to nogotia te and fix lower prices tor prospoctin purchssers • 

Any propos ala tor readjustment would have to be referred to our Regional Offices • 

It would be physically impossible for the Ra ; ional l(anager himself to pass 

upan demands tor lower prices . '!hey could be doaU with only by a competent 

Review Commit toe , able to pass upon such proposals quickly urder the Regional 

l.lana~or•s direction . In some cases i t would be necoss~ry to refer extraordinary 

P>'oblom.o to the General J:<mager•s office and possibly to l!uhington. Any 

such plan as that suggested must. invOlve pa)'ll8nt 1n caab it an otter were 

aeeepted. 
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A bill pendi~ in the House ondoraed by the United States S&~s 

and Lo&n Leaeue carries a provision the t tho loaM and property of the Col'­

pora t1on could be tnns!erred in exchange tor the shnrea of savings and loa.~ 

ao&oeiatiorw . 'Jhe measure provides that these shores would be taken up by 

U1o ••aociation ovor 8 period or ten years at the rato of lCJ:( a year . or 

course U 1a clear that shares of savines and loan associations could not be 

disposed of tor eas~ or used to retire tho bonds ot the Corporation. The 

250 

Corporation would have to be kept in exiot.neo tor at least ten years and ito ~· 

bonds would ha'fe to rcain outstooding, or obl11;2t1on.o would he" to be issued 

by tho Treasury to tel<e up present Haoo Oornora 1 Loan Corporation bonds. 

Certainly ouch a plan tor the e&lo of $1, 7SO, OOO,OOO ot Covorment 

property can be described as little leas then tantaoUo. 

Will the ea~nes and loan aaooeiaUona , the lite insurance eompanieo , 

the 1110r tsaso banl<ors, the commercial banks ond other l ender• buy Heme Owners ' 

Loan Corporation •packages• tor cash? 'Jhoy certainly "ill not do so except 

on a bargain bu1o which .,.ould csuao lo•••• to tho Gove,.,..,.,nt of extraordinary 

ucunto. The tact is that mortgage lendinB interooto which talk so freely 

about aequir inl; Hoo:o Owners• Loan Corporation lo&na and properties are inte1'­

ested only in. tolcins over such loana aa irm>lft no risk whatever to th""-

aeb·ea . 

'!oroover, you may be sure that 1t Home Ownere 1 Loan Corporation puto 

out Uoto or 780,000 borrowers with tho tull !acto concer~ eech Horoe Owners' 

Loan Corporation loan, tow ortera of purohaao will be rocohed .. orthy or &1'\Y 

con.o1derat1on. With tull information ooncornins tho "eood" l oaM, tho mort­

gap lendi~ int.reota will g0 directly to borrowere to induce thea to 
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ret1n&nee and la&'t'e the Corporation to work 011t the alcw loana u beat it 

can. 

'nle only object of the present dri .. on Congreu is to .torce llcee 

Owners' Loan Corporation to sell its loana which uy be regarded as safe. 

The proposal to 'ldpe out Rome Owner a' Loan Corporation within a year 1 

aa1de 1'rotll diepo•inl! or loans and properties roiseo problema with reference 

to inwatmenta made by the Corporation by direction of Co"ireso . Aside tJoao 

dellinl! with the diatrees ot the baoe owners and ateadiq slump~ rell estate 

ftluea , Co"ireaa intended t hat the Corpor&tion ahould halp to restore 110re 

nonoal condi tiona in the ocuntrr in the ! 1nanc1"1 ot h"""' 110rtgages. As I 

1'51 

have explained, it pr<rrlded that the Corpora tion could in .. st up to f.jOO,ooo,ooo 

in the shares ot savings and loan usociationo. 'lhese aoaoeiations were to par 

back the advencea OTer a period or ten rears. 'l!ley still hold over $1.25,000,000 

ot the Corporation'• mone;y and have t1ve rears to pay back thie investment. 

It lloo:e Owners• Loan Corporation 1a to ba liqllidated within a year it would 

appear that the Treasury would ha"" to auppl;y thio $1.;!5,000 .. 0QQ take OTSr 

the aha rea ot the aasociations and wa1 t tor the balance ot the amount due, to 

CCII:Ie in. 

A aia1l.ar probla 1a presented in the caaa ot tbe Federal Sa-.inp and 

Loan Inaunnce Corporation. Br Act ot Concreea on JUne 27, 1934, Home Owners' 

Loan Corporation was authorized to aubacribe tlOO,OOO,OOO tor capital stock 

ot the Federal S&Yi"'l and Loan InauraMe Corporation. nda Corporation waa 

established to insure up to ~SOOO aannga placed in tha aharea ot aarlnga and 

loan aaaociationa juat u Federal Dopoait Inaur&nce Corporation insures d ... 

poaite in -rcial banks. The purpose was to restore the ocntidence ot 
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.... ,.. in Uleao inetitutione and gat 110D07 back into ~ 110rtpges. It bu 

been 1110st ettecti-... 1he ineured sninca and loen aasociationl ba-.. ateadU~ 

sholll'l greater gains in el't'inga ent.J,ated to thea as a reault ot thie ineurance 

than aav other olaaa ot aavinge inetitution: i .n tba countr,y. lbe U00
1
000

1
000 

ot capital stock in tba lnsurence Corporation belonp to HOIII8 Owners• Lean 

corporation aa well aa an acCUIIulatecl aurplua ot $22 1 S001000 eomed on tho 

Hoce Owners• Loan Corporation infts-nt. Il Hcmo Owners• Loan eorpo.-tion 
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1a to be cleared up within a ,...ar1 this Sl221 S001000 ~~Uat be returned to it , . 

in order to retire bonds outs~. 

In this cue 1 ot course 1 the Treuur,y could supplj- tba liODe)' and tab 

o.er the s tock ot Ule Fltderal Sarlng:s and Lean Inaurance Corporation it oo 

autborised by Congress, It is clear 1 boweftr 1 tba t H..e Owners • loan Corpora­

tion should haft returned to it in caab the $247 ,5001000 referred to in order 

to complete tba retiraMnt ot ita bonds. 

'!he Corporation baa at all tiaes soucht to finance ita sales ot ac­

quired properties witb priTate tunda through print• landire institutions. 

Not o~ baa it encouraged purebaeara to seek outside tinancingl but thro111b 

ite brokera and tbrouch ta..,...ble relationahipa w1Ul bo.nks1 aarln£s and loan 

aaaocio tiona and otbor 110rtpp landaro 1 it bao ondaa't'Ored to place the t1-

nancinc ot auch aalaa in prlftte banda. 

Before aoceptiJl& an otter to p1u•obaea on taru 1 Ula Corporation baa 

unitoral¥ required tJla broker sutaittinc the otter to cartil)o whether or not 

printe landing inetitutione would be willing to we • loan on tba proparv 

tor that portion ot tbe purchase price not paid to Ule Corporation in caab. 
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Tho 11,., illlnlt"ess or i nah1llcy of private inst.1t.ut.1one to f1nence these !'W"­

c:1aset i s dseonstrated by the tact t.tat, u of Deceoaber :ll, 191.2, out of 
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164, 2)6 ealea "ade by the COrporation, only 10,590, or 6 1.~, were cash sales. 

!'his small fi~NI includes an unknown number of saleo in which private lend­

inv, )nSti 1'.\lt.ol.OnS participated by providing S<lmO portion Of the purchaSe funds. 

rhe prir cipal rea.son why it was necoeoary for the Corporation to 

ta~e bl-ck a purchase money mortgage or an 1netaU..ent contract for t!te unpaid 

balance of the pur<:!:ase price is that the larp bulk of t.'>a OOrporation•a 

aalee han been ude With a ca•h down "~ent or about 101(. Sal.es on such 

tenos have enabl ed the OOrpora:Ion to secure better lX'ices for its properties 

and also dispose of them more speedily than •auld have <>een posd.ble if a 

larger cash down payment had been required . 

I ost financial institutions are prohibited by State lans or by their 

charters, exc ept where insured by Federal ~cueing Administration, from making 

loan s of more than 80%. l' any, in fact, are restricted to loans of 60:0. for 

this reason, they could l:ave financed only those aalee where the cash dOwn 

poyment was at leaat 2()$ or 30%· furthemore, private lenders •ere reluctant 

to IO&h loans on the older eype of oroperties ~t.ich the corpora !.ion wrus •olling 

as the)' di d not repreunt attractive aecurii\Y for lone-ten: loons. 

In areas not beneti te<l by WIZ' con~racta, the real estate Jtarket 16 

depreued . t;ot a few are su!fering fl'OIII lose of population. l•any are carry­

inQ 1 eavy burdens of accumulated taxes. lllroughout the northoast there still 

rOIIlaina a large vol11111e of institutionally foreclosed real • state canpe ting 

for purchaser a. If in to this depressed ~ar~et an ex co a• of lfcne Jwners• Loan 

COrpora tion propert ies is cast, bott. private and institutional investnent will 

auf f er. 
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Where necessary, our properties "-ve been repeirod and reconiitionod 

to .. ke them attractive to purchasers, and we have orre.red them at fair prices 

ard on extremely liberal terms . Without diaruptinc tne real estate or mort­

gaga market, the HOLC has rapidly and in an orderli{ manner conducted the 

largest oalvaging process ever undertaken in the field of nome ownership . 

Ylith respect to the Corporation•• dealings with its borrmrers, acy 

progr8ll of forced liquidation would not onli{ prove inJurious but cause mcy 

unhappy repercussions , The borro~rers ot the HOLC consist ot over 78o,ooo 

A .. rican ~al.lies whose record with the Corporation has demnatrated conclu-

sivel.f their determination to discharge their oblipUona to the best of 

their abilit;y, Tne;y are an unrecognized ~:roup without a responsible organhed 

leaderahip to speak for them, ;yet their interests are ao important t o the 

countr;y as ere those of the pressure groups Which, nltnouat> oore vocal, are 

lees numorouo. 

Through our servicing efforts we havo lived closoli{ with this lorge 

group of A~rican citizens; we are fllllliliar with the s~orifices the)' have made 

to meet their obli.gations to their Governoont . Perhaps better than an;rone 

else , we can apeak for them and understand the effect that an abrupt transfer 

ot their loans traa the Qoverncent to privata intarest a would have upon theD, 

One ot the most disturbinc factors which should have careful consideration is 

the tact that .. cy of these loans will find J)W'Chaacrs onl;y if offered at a 

discount , Tno borrowers "ho now owo these obligations will expect an oppor­

tunity to purchase them at the same price ord at the OlllllO rate of discount 

that their Government would be willing to accept from banks end other lending 

institutions , Aa a .. tter of fact, wo &re dail.f receiving letters froo 
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borrowers protesUng a transfer of their loans and soma where the borrower-a 

who have lOl;Cod behind inquire as to why they thamselveo should not set tho 

benefit of poosible di scounts they ere hear in& about. It this privilece 

were not extended to them, their reaction , quito r16httully, would be one of 

resentment and indignation . To allow them thio advantage, hO\'fevcr, would 

be to placo a premium upon poor performance, for the hOine cmner •tho has not 

maintained hia obligation io eood standing 'IIOuld be allowed to discount hia 

loan, whereas the ho::>e owner who, through greater aacri!ice or nore favorabla 

circUDStancoa , had always made his loan pa,..,.nts pro=ptlj" would be denied 

thia opportunity. 

From an outside poi nt of view, such an operation as Rooe OWners• 

Loan Corporation often appears easy and tho fruits attractive . Hence, the 

tondency of some of the least informod to Clamor for a hand-out from its re­

sources . The generally- known fact that the Corporation took over only poor 

financial riska in loans that no private inetitution waa willing to ca.rry, 

and that mal1)' of thee are now good risks that al1)' inotitution would be glad 

to acquire, makes 00010 of the Corporation•• aaaota uncO<DOnly attractive . 

The ~ct also that the Corporation has a current net inco1>0 of about 

$2S, OOO, OOO a year with whic.h to offset its louea, appeals to sooe wbo de­

sire to take from the Federal Gover-nment tho Cor poration•• profitable assets 

and leave to it only the unprofitable loans and properties . 

Those who administ.e,· t!t~ &fi"Lir• of the Hoi'IO OWners' Loan Corroration 

have aought to carry out the 1""""~"" ot r .o:l(lTOOa as oxpressod in t he 'k oe 

OWners• Loan Act and its amer.:iments . Hnu;: ir. the jud0:10nt of Congress the 

Corporation ohould bo dissolved and its acti vities terminated, we shall 

255 

Regraded Unclassified



- )2-

wllole-llear~ly devote ourselves to that purpose •. Before Congress acts, 

hOO'ever, it lJI important to l'l8ke clear that because or the scope an:! mgni­

tude or the operations ' the prospective ef!eeta or liquidation should be 

fully understood , ~le have umertaken to present the raots , Let me , in 

conclusion , submit and emphasize one fUrther tact, A decision b,y Congress 

to require the early sale of the Corporation ' s assets '111.11 11'1Ded1atalr create 

a bii)'Crs• market, The vecy setting or an oarly time 11m1t for the sale of 

so largo a voluce or assets '111.11 encourage possible bi!Y"r• to wait untU the 

u ... expires or ia about to expire as a meana or driving a better bargain, 

It 1a evident that a too hastr liquidation or tho Corporation '11111 destror 

much of what has been accomplished, and incur unnocoeaarr losses . 

In cold roalttr, no soundlr-managed lon:ling institution wants the 

Cor poration•• slow assets , Simply stated , the present proposal of sale and 

earlr liquidation means t Oivo th~ Corporation•• bost loans to a few privata 

lenders, keep the 'II'Orst, and pass on to tax- parers heavier ond more certain 

losses , It 1a disguised as a war service to the public . Actuallrit 1a a 

raid on tho United &tatas Treasucy in time or war, a disservice to the plblic 

and to the Corporation's borrowers . At thU juncture it could eas111 prove 

a serious liabU1ty also to our real estate and finencial 1Nitltutions. 

.. * 
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A.ssets 

Mortgage LoanS and Vendee Accounts 
Interes~ Receivable 
Property Owned and in Process o! 

Acquiring Title 

Less Reserve for Losses 

Investments - at Cost 

9cru1 Retirement Fund 

cash 

FinO uaets - less Reserve 

()t.her usets 

Deferred and unapplied Charges 

HOllE O:INERS ' UloUI CORPORA TIOII 
COII!I!IISKD BAlAIICE SI!EET 

December Jl, 1942 

~.567, 366,913 .24 
4,678, 420 . f!] 

252,3ll,210.00 

lJ ,923, f172 .16 

64,430,494.99 

2,642,806.8) 

655, )78.67 

112,158.12 

~.087 .2so.1ss .04 

Uabill~ies 

Accoun~s Payable 

Accrued Liabilities 

NHA Homo Conversion Funds 

Deferred and unapplied Credits 

Reserves 

Capital Stock 

Aut.bori&ed 1 issued 
& outst.ancli.nc ~oo,ooo,ooo.oo 

Less Def1cit U3,2S0,6J6 .19 

$1,951,942,975·00 

25, 757, 855 .)5 

5,040, 639-27 

13, 263, 38).93 

3, 778,090.)5 

717,850 -33 

86, 749,363.81 
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].. Dobtor Accounts 

2. Property 

3· Bond Inter<lst 

4· Total tnsses 

5· ~~ct lneo:oe 

6. Net tnssos 

? . Pre'91ous Net tnseeo 

a. Total !let Insa trom 
Forced Liquidation 

TABLE 1 
HOL~ C11l!!!l5 1 LO.~ COIL"'~\ "10 ' 

~r:>.\':D LOSS~ 
FD' FOllC::D UOUID. TIQ!i 

1. 2 . 3· 
1944 1945 1946 

'-242. 514, 000 ~12,654,000 (,135, "/06, 000 

120,000,000 ?S,%01 000 . 4?, 040, 000 

2:Z 11oo1ooo 61soo,ooo 

301, 614, 000 298,114,000 232, ?46, 000 

12, :!QQ, 000 l2z2QQaOOJ ll11QQ.a000 

m .w.,ooo 285,614,000 221,246.000 

6),000,000 65, 600, 000 6) , 800, 000 

~·.114·-~ 351, 214,000 _, _,. =- ¥.ao& ~85~~ 

4-
194? 

$15? ,993.000 

2), 520, 000 

1m., ru. ooo 

u.,ooo,ooo 

170,ru.ooo 

59.400,000 

229Ji 13, 000 

5· 
1948 

$127.949, 000 

12, 600, 000 

140, 549, 000 

1o,ooo~ooo 

1)0, 549,000 

49. 900. :JOO 

180~;4421~ 

"\.) 
U1 
(J) 
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SIW l.RY OF ST• 'I&'EIIT Dl JQ!N !!. F.\J!EJ 
CQ1 ISSIONll! OF TilE !'EIERIL HQ'£ LOlN !WI]( ADI!UIIS1RU'IO!i 

e£!'011E !!IS JOINT 00!• IT'IEE ON REDUCTION OF NOH-ESS&NTIAL f'EI9.U EXPB!!DITURES 

The !oreed liquidation o! the HOLC within one year, as proposed by an 
..,.,ndlnent to the pending Independent O!!ices Approprietions bill, would cost 
the Qoverment at least $440,ooo,ooo - sane $J7),M,ooo 100re than the corpora­
tion'• present net deficit - and put a wholly unnecessary burden on the u. s. 
Treasury and taxpeyere . 

An operation being carried out tar better than Co~ress ever anticipl'ted, 
deepite the fact it w• s created to meet a social es well •• an economic need , 
•ould be turned into an at:ction and scraabla !or mort1;8pa on 760,000 American 
h:""'a and !or a great rtJ.mber of h01118 propertiea. 

No one knot~a exactly how ~<Uch would be lost in this transoction, tor the 
s!.!ople reason that DO one is certain how it can be carried out. No one knows •• 
how un,y thouaanda o! unnecessary foreclosures would be caused. No one knows, 
in !act, just how a vast. number of HOLC borrowers will rc· ct when their mort.-
pgea auddenl.Y a.re handed over to certain ~roupe - or, tor t.het. aat.t.er, just 
wh:lt. zroupe will take these mort. •aees or on what basis . 

'!hie ottempt. to •bolish the IIOlC can be described a• nothing but a raid 
on the Treasury in the tddst of 'Oar. Ao a matter of !act, the HOLC continu­
ously has been engaged in steady liquidating - ~t a erently acceleroted rate, 
or course , under the wartime progrlllll· Swnmarhed the !acts aret 

l. The IIOLC ' s total investment or ;,),4&11000 ,000 already has been liqui­
dated by 48·5% !ll orderly rashion and by July )1 tho figure will be over ~. 
Its personnel in the fiscal year 1944 will be roducod nearly 60% from a peak 
ot nearly 21, 000; its admWst.ntivo expense will be down 7)~ fr<:o )7,600,000 
to 10,081,466. Nearly lbS,OOO, or 845-\ ot the l9S, OOO properties the HOLC was 
forced to ecquire, already bave been returned to private hands and the rest 
are being soleS aa rapidly as the market will abaorb thea· 

2. !I> help borrowers o-.el"CCOIIe their di!ticultiea Congress in 19)9 
authorised the HOLC to eJ<tend its loans !roa a ls-year tllOrtisot.ion period up 
to 2S years. Over 2SO ,000 accounts thus were lengthened and the borrowers 

0 

monthly l*11'1nta reduced s.- 4o:l - evoidins un,y thcusonda of foreclosures 
but necaaaarily retarding the rats o! liquidation. 

J. The HOI.Coa net operating income up to December Jl, 1942 amounted to 
11?4 ,000,000. rus baa covered 72% o! tho Corporation's total loss~s or 
$24l,ooo,ooo, leaving 8 net deficit. o! only ~7,000,000 in the HOLC • original 

$200,000, 000 capital stock. 

4• Forced liquidation of the Home Owners• Loan Corporation in fiscal 
1944, under the pres ent. legislative propoacl , would result in a loss of at 
least l.4J.O,ooo,ooo. Even this est.l.llatc 1a theoreticAl, besed on the aaaump... 
t.ion that. the Home Oonera o Loan eorporcUon oou1d keep its present trained 
ate!! and recruit. additional qualified ;>ersonnel -which it could not do. 
I:Oreover such a proposition aa,.,.aa that the Corporation could dispose ot 
all ita ~low loana and assets at a ..,.S.rata aacri!ice - which it. could not do. 
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5· The coat of liquidation over periodo ot 110re than a year would ehow 
he&Y)' but dec:ll ning losses - $.35l ,OCXI, OOO in tieod 1945; $2ii5,000 000 in 
t1ao&l 1946; ~30,000,000 in tiscal l947J and b7 the end or 1948, 'l,,,OO(I, OOO, 
By 1951. - the elate originally set b,y Congress to wind up HOLC operations _ 
the losa ahou~cl be onl,y no.Unal it praaent trenda continue. By that tiae 
the Corporation's assets w~Ll be only one-tourth of the present amount its 
remaining loans will be seasoned and practically tree from risk and it; prop­
erties virtually disposed of. 

6. Liquida tion could not posaibly be corried out as proposed by the 
present "'''"'d. .. >unt because it wculd require temino tion of all but about 700 
u.•,ployoes by next Fnll. In the lut half ot fisul 1944, but one office 
uould be leH in the entire country. 

7• The Corporation cannot liquidate troubled loans under pressure, 
•~capt tar below par . Iomediately, borrower• will raise the question: •rr 
;,.,u will sell ay $),000 cor~e to acooeone alae for $2,000 or $2, 500, why 
rot to ,..,. The sale or a ·ort~age below par tc a delinquent boM"OWer obrl­
cualy would place a penalt,y o.n every :>Orrower who baa kept in eood standing -
and t he resulting contusion and proteata would beco.., a serious issue in 
every eection ot the country. 

e. It good loans are disposed of and slow loans lett on t11e HOLC books, 
nothing will have been •accomplished• but to place a huge burden on the 
u. s. Trecaury end taxpayers. l~re than ?0% of HOLC servici ng costs ere for 
•slow• loans1 these costs would continue, without c<>npensating revenues. 

9 · On December Jl, 1942, the HOLC owned 291876 properties of which 
26,662 were in the northeastern pert of the country, where there also remains 
an excess of unsold houses in the hands o! lending institutions. 1bere is 
no maaa market for these properties except ot virtual auction. Such auctions 
at depressed prices would have a dioestrous iapaot on ooconunity real estote 
values where HOLC lloldings are concentrated. 

'ftle present etfort to rush the HOLC into liquidation is not tile lirst 
one . As early as liov•ber 1935 the u. s. Sorlnt<s and Loe.n LeafNe asked the 
Corporation to sell to private landera such o! ito loans as would aeet the 
specitiutions o! these landing institutiona. A year uter when 1:0re than 
600,000 l0<1na were delinquent the E>'ecutive Vice President of th~ League 
pressed for t.'le sale o! such HOLC eecurities as were •acceptable to ;>riYOte 
inveators and trustee institutions.• A !ew conths later the League asked 
President Roosevelt to transfer the HOLe •a bot tor •ortgages to suinss and 
loan uaociations or perhaps to other mortgage andint~ institutions. In 
193? and again in 1936 the League acain sought t.ha IIOLC mortgages not only 
for cosh but in mrchange tor shores of aavin~s and loan associations. 

It eny sound plans cou ld bave been developed tor the transfer o! the 
usots ot the HOLC to private institutions - at the "'"" time protecting 
home owners the Oover.-nt•s investooent, tho stebility of the real estete 
lll&rket and U,0 country's mortgage credit ett11cture - they would ht\'8 hlld the 
aupport ot ottici&ls of the HOLC. Airf ouch plan au~~;eated now would get 
that support. 
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Aey analysis of the liquidation of the .. OLC 1a ...,rely an estimate based 
upon the operations end experiences thus far. No one can forecast the future 
espoci11lly in the al.dst of an unprecedented war. I can aay this, how.,.,ort ' 
The took of liquidating the HOLC under pressure would be a tremendaus under­
taking, almiler in ita oagnitude and inherent problema to that of our l ending 
days when it took a vest organbation with carefully selected persoMel three 
yeors to examine approximately two million appl1caUo011 and close ono million 
loans . 'le t it 18 proposed t hat, with no money tor the purpose and in a moot 
difficult labor market, we now cllspoae or 600,000 loans and properties 
located in over 19,000 cities, towns and hamlets throughout the country with­
out disturbing the hocne mortgage structure which the Corporation has done so 
=uch to safeguard . 

Tho achieveoaonta of the HOLC in helping to rehabilitate hundreds or 
thousands of borrowers are well lcnown. It took over a al.lllon defaulted , 
unwanted mortgacos to prevent toreelosurea on American ha.e owners and to ~• 
rescue financial institutions and their invostore . I.e now witness the apoc-
t.scle of SOM Of these same institut.iOI\4 cleoring loudly for 8 handout 1'roa 
tho resources the KOLC recovered from thdr frozen assets a!t.sr Congress 
extended a helping hand to courageous home owners in the depths o! the depres­
sion. But uke no lllistake t These interests seek only the best P.OLC loans. 
No soundly-unaged lending institution wonts the CorporoUon'• slow assets 
which, however , I!OJ.C is steecllly mokine into tooc1 l oaN! which 1n a coonpare,. 
t1 vely ahor t time cnn be sold at par. 

I f the Congreoa decides on liquid• tion new or w1 thin a stated future, 
we shall wholehecrtedly devote ourselves to that purpose . It is our responsi-
bill ty, howevur , to t ell you that the present propos•l means t Gi w the Cor­
poraUon•s best loans to a few private lenders, koep tho worst and pass on to 
taxpayers heavier and more certain losses. It ia cllsguised as a war service 
to the Oo• o"""'nt. Actually 1t is a cllsservios to the Oovorn:oent, the tax­
pa.yora, t.be ceneral p>b;l.ic a.od to the Corporation's borrowers · It well "'Y 
prove a serious UabUit;r also to our real estate and tinanciol insUtutiona, 
as tr.anY thinking real estate and financial leaders already r eallt.e • 

* .. • 
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CONriDENTIAlzsz· 

Dati 

Marcb 194} 
1 • 2 

' 5 
6 

8 
9 

10 
11 
12 
13 

15 
16 
17 
18 
19 
20 

22 
23 
24 

~ 
27 

n o 

1TJI1!il) S'!.t.! IS S.UliGS BOIIDS - SDIUS J 

Coaparhoo ot March oal oo to U.to vitb. o&lu 4urlllc tho 
ooa• nuaber ot buoinou dqo in lobruar7 an4 .1&1l'cltz7 194} 

(At iono p:-ico 1.n thollollld.o ot 4ollaro) 

llarch 

8, 7114 • 8, 7114 • 6,7116 • 12,810 
ll,S8S 20,6}1 21,814 15,621 
l},oo6 JJ , 6~s 27 ,2S4 , 1,021 
19,92} 53.5 1 52,9}0 7,1211 
}2.229 85, 7119 S4,S47 69,17} 
25.1Kl11 111,19} 116,51} 101,696 

}0,810 142,003 150,~ 1}7,214 
27,617 169,620 178,15 174,074 
21 ,51!2 191,202 201,187 219,267 
5},187 2114,}119 222 ,972 275.292 
2},9~ 268,327 247,6811 299.0}3 
25,} 293.671 270,009 334.1196 

28,64S 322,319 2911,1~6 3611,901 
25 ,791 348,110 }2a.5 1 a99o974 
19.97} 368,01!4 }II ,701 42,974 
2~,302 ,91,}86 )81,81!2 1167,~ 
2 ,~0 15,7116 4o),1~ 4S2, 
21 , 6 4)7,2}3 4}1,8 521,869 

}3,492 470.724 472,939 555.213 
~,184 495.909 496,283 577,518 
2 ,2}5 520,1114 512,890 619 ,257 
26,6}2 546.776 545.207 651>,194 
28,791 575.567 58),605 680,776 
22,o62 597.629 6}}.572 715,0}0 

DiTtoioo ot &oooaroh &ll4 Statiotico. 

129.6~ 
94.6 

12}.} 
101.2 
101.1 
95.4 

94.2 
95.2 
95.0 

109.6 
108.3 
108.8 

108.1 
1o6.9 
1o6.s 
102.5 
103.1 
101,2 

99.5 
99·9 
101.~ 
100. 3 
98.6 
9'1.3 

All ttcuro o are Aopooito vith the !roaouror ot tho Un1te4 Statoo on accollDt 
<I prooot4o ot oa1u ot Un1tt4 St ,.teo oa•illC• bon4o. 

No te: l'lC'lf'l l h&•• bee·o rounded. to 118&reat tboueaa-4 &D4 will not neot l l &r117 add 

to totalo. 
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tnrinD ~ SJ.YIJGS liOliDS - SJRIIS f J.liD G COKBIIIZD 

CoiiJ)arhoa ar llarch oal u to 4ato wHh oalu 4urine tho 
, .. , au.bor ot buoiaooo 4&11 ia f ebruary &D4 Jaauarr 1943 

(J.t i ooua pr ico ia thouo&D4o ot 4ollaro) 

' Dato llarch f ebruary 

March 1943 
l • 2,442 ' 2,442 • so6 • 2, 716 30~.~ 
2 2,869 5.311 9,720 3.0;6 5 .6 

' 
6,6112 11,953 11 ,290 6,137 105.9 
4,467 16,420 28,198 111,820 58.2 

5 15.596 ~,016 ~.2611 18,428 . 66.3 
6 9,058 . ,074 65,lo6 29.726 63.1 

8 14,290 55·~- 15.526 117,612 7J.3 
9 10,.125 &5. 9 92,1511 63.556 71.1 

10 6,100 71.589 100,852 91,679 71.0 
11 12,185 83,774 110,1131 115,896 75·9 
12 6' 31111 90,118 123,086 129,017 7~.2 
13 7,3113 97.461 131,457 149,6o3 7 .1 

15 5,617 103,078 14o,3S5 167.385 7).4 
16 9.809 112,887 1118,989 181,2115 75.8 
17 5.809 118,696 156,921 198,750 75 .6 
18 6,096 124,791 1611,831 ~20,263 75·7 
19 7.196 131.988 171,)01 227,892 77,1 

20 6,924 1)8,911 182,096 2118,246 76.3 

22 6, )26 145,237 192.398 271,~1 15·5 

~' 
7.585 152,823 198,132 285,1 3 77.1 

6 ,6~ 159.1170 202,778 )02,286 78.6 

25 8,150 167,620 216,;67 327,0SII 77.5 

26 8,oo6 115,626 236.)16 3110,6611 74.3 

27 7.052 182,678 • 253.623 367.657 72.0 

tary 
Di•ioioa ot ioooarch &D4 Statiotico. 

J.l1 tie-roo are 4opooito with t ho froaouror ot tho Uai tod Stateo oa accouat 
ot procoo4o ot oaloo ot Uaito4 Stateo oa•1aco bon4o. 

loto1 f icuroo ba•o boon roun4o4 to aearoo t thouoaa4 aa4 will not neceooari17 o44 

to totale . 
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T REASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAT£ 

llarcll ~. 1943, 
Socro~arr Morcoathau 

Ooorc• llll!floctoa ~-

Tho CI>J.caao War J'iD&Deo Colllli t too would llko nrr aueh to ha•• 

Soerotarr l!u11 apeak a~ a 41our to lauch ~ho S.coo<l liar Loao 4rho -
oo tho o .. aioc of .lprill2, a~ 6:15P.M., Ia tho Orao<l B.l.lrooa of 

the Palaer Ro~••· GoTernor Gr•ea, an4 probablr Mator lell •Y• will 

a~too4 t ho aoo~iac, which will lnclu4o approxlaatol7 one thoooaod 

'l'roaourr liar 71aaoeo CoaHho people. If tho Socrot&rT voul4 make 

a t1fteea or t went:r-atnut·e add.rett it 11 'beli e•"' i t vould do •ch 

to otlaulato tho org&Disa~loa. 

If Socro~arr Hull aceopto ~ho oncacoaoot I will imeedlatolt 

&rr&DCI f or &D appro'J)riate h1Y1 tat10D t O 'be IIDt to b.la b7 

Mr. C, S. Touac, Prool dont of tho lo<loral Rooor•• Raok of Chicaco. 

.• .. 
• 
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HAROLD B . THOMA8 

170 VA.Rielt 8TIItEET 

NEW Yo"" ~. 
"' \ 

I, 

March 29th 
1 9 4 3 

Mr. Henry Morgenthau, Jr., 
Secretary or the Treasury, 
Waehi ngton, D. C. 

Dear Mr. Secretary: 

Thank you very much tor your kind and generous 
note or the 24th. It was really a pleasure 
tor me and tor those who worked with me, to try 
and be of some help in the metter. 

I am glad to know that you will oall on me 
again it the occasion arises and 1 assure you 
that I will be very happy to 1 ry anCI be or 
help . -

I expec t to be in washington some time soon. 
It you should happen to be tree at that time , 
I woul d like to stop in to pay my respects . 

H. B. Thomas 

-----~--- ... _____ ...--______ _ 
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I IDNEY a. IITRICtc:Etlt 
RIOOC ROAD. A.fio48ERLEY VILLAOE: 

R. R. 6 BO)C. 31 A CINCINNATI, OHIO 

Honorable Henry Worgentbau, 
Secrotney of the Troaaury, 
llashlt>&ton, D.o. 

D ... r Wr. Wor111Dtbau1 

I havo y®Z lethr of lt>rch 25th, acknowle4c1~ receipt 
of 1:11 letter o! llarch lSth, in which I enolos e4 copy of 
letter o! flllll, in r oply to r:q letter to the11 of lob,...ry 
2l:>d. relathe to tho Article they f ... ture4 in their houe 
o! Jarmaey 25th. 

I am pt1!ie4 tb<lt 701.1 !i!ld rq proteot aDd lettera Juat1-
tled, The Article •• so personal and unfair; acd ito 
purpooo oo plainly an <>ttnelc on the Preaident and tlw 
.Adminiotration, 1 Juot could not sit hack and tlllal it, 
"lYing down" , ne 1t were. 

I am too old (72) to fight in the front line of b~ttle, 
but not too old to tight partisan ~ad viciouo &ttaeko 
oo the Prooident and hie adodnistration , particularly , 
"bon they a re oo clearly ""liciov.s, ao mo the Article . 
in Ti,.. ~line of January 25th. 

I agroo with )'OU thot •well- reasoned remnatr&nceo ba .. 
thoir offoct ann thou4:b 1t my not bo Ul:locli&tely 
apporent.• Statomonta OJ'de on tho noor of Concrooo i f 
!:Me within the l!uloo, are prh'ileged, boeauoo tbe:r can 
bo refUted b; ..,.bora present who can rho and defoad 
tbo .Adminiatration when <mJU1tl7 Attocke<l. lht """'tinea, 
0\!Ch •• Timl, oblch - a pmctiee of a U a elcinc the 
.Adm1n1tt,.,.t1on to deotr07 confidence of tho people - in 
time of I.IJl - are se4i tioua and should bo ouppreue4 • 

I don't know m..t, if an;rthing, TillE will 1\nvo to 01\)', in 
reply to m,y laot letter of lolt\rcb 18t h; nai thltr do 1 enN. 
If I hear fUrther from tbom will keep you ad'•1oe4. 

W1 th hil:h peraon&l reprcl , I om 
Sincerely, 
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..... ~­_ .... 
WAR DEPARTMENT 

HEADQUARTERS OF THE ARMY AIR I'ORCIS 

WASHINGTON 

Tho Honorable Henry l!orgenthau, Jr . , 
Secretary ot the Treaoury, 
'lluhiniton, D. C, 

~ clear llr, Secretary• 

MAR! 9 $tS 

It ~~ COlle to w;y attont1011 t~t clur!J)g your trip to 
Fort Riley Oil llarch ), a bi-100torecl C-78 , 4 ~eoellg&r cabill 
erw;y airplane wu •de anilabla tor 1f1Ur uoo tr..- Ch1C86o 
to fort Rilor. I oincorel;r regret that tharo no no largar 
arw;y airplane available at t~t tl.ao ill Chicqo, or thot it 
waa not poaa1ble to tJ.;r auch &D airplane . t horo ill time to 
eeot your train. 

It 1o tl'llo that airplanes larger thAA tho C-78 aro ill 
operation on tho Chicago AirportJ however, I tind tbat these 
airploneo are being operated by civilian oirlineo under a 
contract w1 th tho Air Transport COIIIWid, and wer~ not at tho 
diapoaal of tho Sixth Service Command, through whom thoao 
tao1l1t1oa wore arranged, 

Pleaee bo aoaurod of w;y dooire to render oaoistenco to 

JOU wbenever' I ·~· 
Vorr oillcorel1, 

QeOJ'P a. Stra\ r, 
lll.jor Qeoeral, u. s. A.. 
CII10f ot \he .Ur natt. 

.?68" 
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WAR DEPARTMENT 

HEADQUARTERS OF THE ARMY AIR 'ORCES 

WASHINGTON 

Tho Hono~ablo Banry Mo~gontbau, J~., 
Soo~otar,r of the Treaoury, 
Waob1naton, D. C, 

lib" dear llr, Se.,..tuy• 

MAR! 9 *' 

It b&o c.,.. to rq attention tbet diU'l.nc y<Nr trip to 
Pon Riley OD llo.rcb ), a bi....otc~cl C•78, L paaaoncar cobill 
arrq airplane ..,.. ... do anilablo f~ y<Nr liM tr .. Chicago 
to fan Riley. I oincero~ ro~t tbet there no no larger 
arrq airplane anilable at that tiao ill Cbiceco, or that it 
n o not pooaible to f17 ouch 111 airplane . th•~• ill t iae to 
aoet J'OIU' train, 

It 11 true that airplaneo largo~ than tho C-78 are ill 
opo~ation on tbo Chicago Ai~portJ howevo.~ , I find that those 
airplanes aro boinc operated by civilian ~irlineo under a 
oont~aot with the Air Tranopo~t c.-and, aod wor• not at tho 
diopoaal of tbo SiXth Service Com~~aocl, throUBb whom those 

facilities war e arrancocl. 

Plaaae be UIIU'ad of rq clooiro to render uaiatanco to 

7011 1fbanewr' I •II.J'• 
Vory oinotro~, -

QooJP Jl, Str&t- r, 
IIIJo.r Qeaeral, u. s. • · 
QIIW ot \be Air ~'aft. 
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ll&rcb 29, 194} 

COLLJ:X:TOR OP IIITERN.U. REVDIUE 

THE REPORT ON COLLECTIONS TO DATE SHOWS THAT YOUR DISTRICT 

HAS ACCOMPLISHED A MOST DIPPICUJJr TJ..SK UNDER TRYING .\liD J.DV!ESE 

CIROUliSTJ.NOES, I J.lol DfFORKED THAT THIS RJ:X:ORD OOLLIDTIOII WAS 

ACOCI!PLISHED WITHWT RmJ.RD TO OPnCIJ.L WORKING HWRS, THB 

RESUllr REPRES:DITS A IIOST SUBSTANTIAL COIITRilllTION TO THB WAR 

EPPOR'r• I Ex:TEHD TO YOU .lliD THB DIPLOYBES OP YWR OPPICB MY 

DEEPEST APPRECIATION FOR A JOB WELL DONE 

• 

\ 

Henry Morgenthau, Jr . 
S:EXlRETARY OP THE TREASURY 

?69 
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The Ruml Plum 
'!be Rum! plan ......... and • dohlolon. 
'!be CIO lo 100 per copt In laYO< ol tha poy .... 

YGU-ao priJidple. It lo , !V~Ina c.._ to adopt 
.,._ala ·~ -.o can Pol' their cwm~t 
""' ...... - """""'-... ........ cb poy...U .... 
rtod ~tho~- ol hlvlna to poy 
thom an at ... time and a ,_. late. 

But that lm't tbt bit ldaa o1 tbt Ruml p!D-not 

"" . """ --AII ... Iolc ____ , _ _ ....,.~_ .. _... ......... 
..... ~aoy ................ .-~ ... ........... .,.-. 

ftololcldaaoi ... .-JIMII .. -"'<Wc 
..a.......aiftrtlle,........._.er ~t' *S. 
.. 1MI ..... .., ..,., ... , ............ ........ ,...._ .. , .. . 

litho- p1aD Ill ......... tha rl<ll wiU bonollt 
~ b7 -'!:- ol w• I<# a )'tarot 

' Ub b" liSP prodt&. At tM Umt ol dt1th tMre 
wtU llo partkularly ..... wtJidtalla ,., ......... .. 
oltho _.1113'-a Nvial ol a wllolt Yfll"'• IIXOL 

llloiN•a, tbt ...., .. wiU bo much laratr pro­
! po.-ataiJ. rot lbo rich than tor tho 1>90•· Tho 

Rum! plan _,.. a NVInt ol 184,000 or G4'\ 

I 
oe .. IDoOml o1 $100,000. u aca.lntt a 11vlna ot 
tUO or 0111)' 7" oa &II s-ol P,OOO. 

The BouM oommlttee•• prOpOMl 11 no 10lutlon 
fkher, For Jt would nqulte • worm to pa.y t•·o ~ 

I yean' .._ tb1a ,_ 1a crior to - ~p.to-4>.-
•blo,._ ___ .. _,...-.,. ..... 
-..,,--.... ca. ... -- .. ... , .._r.,..,., , ., .. ..,.. 
.. ollMI- .... ,to ... 
...... -..... -- ...... --... ~"low _.. aD s.-rl tUpoytrl to 

ao OD U. " to_..._, llolla, without WI• 
~ wllld.laDs tor tha -lu'· Ura• your rep. 

I -~~- 111 ~ to vote clown tho Ruml l 
p1-. ~ JD ..1opt this ,.. .. ~!...-you· co i>l_!•· ~ 

"70 
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TO 

PAOM 

~ut j ect : 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

Secrot~~gentr.<Lu 
l !t· . H~ 
The Busi ness S1tut\t 1on , 
\:eek end1nr; !!arch 27 , 191+3 . 

Slllllllla.ry 

CC. :'!::>:: '.:I.AJ, 

~t?c'· ct r':et : Price ris e l s rpswned >~1th inerPrsed tr~.c:110 r; 
v~!UJlO t•fter r oonth of s10.e\11oe tJovenent. 'i'he ~o\·-Jonec 
1nduetrlrl s t ock <',Vet'S.. ·e :< 1 ned l· ~ercent lt'ct •·ee·· , r er.c:.1n · . • 
c n~\ · 1 ·~ c1nce 19J 0. 

_.,od au-,·>lY outlook: Centt•Fll~rt1on ot :•uthorlt;: over ::oo<. 
·>roductlon r nd d1stt•1but1on by t'')?Oln tu~nt o! r ne>: M:.l1n1•tr< t '>r , 
to ·et~er 11th ect1one t o relieve f tl":.l l l"bOl' ~n" crch1ner·t 
rhortll eo , cv.y l ec.d to ;;recter t ool\ ;>r oc-uction t h• n i noicrted 
by tt>rmers ' orellm1nary '>l nnt1n re')Orto . 

OoutdOditt, '>1'10es: Recomt1t uent ot the 1n1'lc tionrl'Y Proe b111 ~o-ei:1er l'llth '>ossib1l1 ty or n l't•ecident1:•1 vet o of t he EPtD:hcrd­
. Btet•l)'nll bill , cRused ~ heo1tl\nt tendency in oorc;~od1t;1 "r1coA 

lnst 11cel: , nlthour;h the bf.sic commodity index eltolled e. 
modernte unt Ut•n . Lo11er 1't.ru pt•oduot '>t•iocc 1n t he I 'P Pl: ended 
::arch 20 brou7ht the f1ret recession c1nce lnrt Octobel' in 
t he Blb weeklY nll - co=od1ty i n: ex. 

_e)rJ.•trnent otore enles : .'J.thout.;h ar·le~ 1noret red ell ·htl;r 1n 
the liP~k ended Larch 20 t hey were 2 neroen t lJelot• l 0 L2 levelc, 
t hus recordinr the first ye: r - to- yet r decl i ne i n 194). .,o,•ever, 
this decline is core t he.n P.ccount ed tor by t he ::cot t~r;.t ot'leo 
in l!nroh 191+2 were swelled by t'n er.rller .::r.t ter . 

.. a'>~" rtment s t ore s t ocks: Lnst aonti1 1 c ilerv;,r ooneu:>et· buyin; o ~used depr.rt ment s t ore stoei-.c to ecl1ne oontrn- seccscnnlly 
1n Fe'brunry . At the end of t i.e uonth stoo::s \.ere nbout o '>Pl'­
cen t be l oti the correspondinG dl te i n 19' ~ , t huc recordlnr; t he 
first decline trom yenr- ee.rllet· levels since July 1939 · 

I nduatt•inl nroduot1on: The FRB n< Jus ted i ndex of '>roduet1on r oee 
to 2o3 in Februar y f ro1~ 199 (revioed) 1n t he prev1oua montlt . 
1'he gn1n wns l a r z ely due t o inot•eroed output of oun1ti ons , 
steel l'nd oonl . 

- - - -
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Jtook ?rices and tre~inv, activity nt new h1rns 

'.,llile Ge i ns i n CO::u:!Odi ty pr1cee l'Ore restrnined lf'St t:eelt 
by unoe1•tr intlee surrounding f r rm price le(;lelnt1on st ook '"'ices 
broke out or the recent trndin~ rrn ·e end moved up ~n heavy­
volume to new h i !)hs since 191fO . After fluotua tins 11ithin ~­
nP.l'l'O'~ rt n_;e since the ber;inning or the mon t h , stoo!: prices 
rdv. noed brisl:ly in the l atter part of the ueelc Testifying to 
t:>e brerdth or the advance, tre.dint; r•ctivlty on Fri any rec.ched 
the hic;hoet level since December 30 , 19~1 , 1:1th dec.l.i n~ s i n 
399 or the 1 , 238 i ssues listed on tl.e ::e11 York St oc:t ~chlln e. 
::oreov~l· , 351 i a sues on that dey rttnined neu h1!:;hs for t he yecr . 
3y the end or the wee!t t h e Dov-Jonee 1r.dustrirl evert'. e vee 

'el•cent l.i ·her than e t•eek errliel' , and e1cilnr gains \'ere 
e. ' ''n b:r the l'l'ilroe.d and utility rvel'c•·ee . (See C'r.crt 1 .) 

-·~s r 1•eoult ot lc.ct \:ee~ ' s U")BUl't,..e , 1nciuatt·1~~ stoc:: :>rices 
no1 strnd L5 -,ercent ebove t he 191·2 lot: t ouched lrst A"'lr!l , end 
ell ·htly cbove the level preve.llins l.l:lledlc.tely before t :>e out­
bret · , of nr in 1939 . The let eEt u?turn in stoc!: :>rices ;;cs 
,l'eCPt'.ed by numerous oreC.ictione or 11. decline , end t he short 
i nterest hns sho~rn a substant i al i ncreroe . The sudden re su:>;t1on 
of buy inc for the rise has brour;ht forth e. 1•e1terc.t ion of :fP.!lilirr 
bull1oh !no t ors, includi ng t he '!)reo cure of ew•nlus funds end t he 
Ol'evnlence of inflationary -osycholo';Y. :.'hile fet r of inflr.t1on 
uncoubtedly !me contributed 1n some de:;r ee to the rise in stoolt 
;rices, the '!)ers1 a tent u"s"inr; 1n t he mc·.l•ltet i tsel:f h~ a "'lrobr.'bly 
been c atr oncr infl uence in dra~1in ; inveotuent funds i nto tlw 
"Jr r,te t. 

Des.,1 te t he s t a t ement of the Preoi4!ent or the ::e>: :.Oo1·l: 
Stoc!: :xchnJlBe et..rlier in the aonth , in I'J.ich ile crutioned t:t: 
ubl1c q;cine t indiscrl:ll.inate buyin"· or lo>·- ')riced stoc':s , rnn 

c!ee))lte the recent breu in b:'n.lu'u?t 1•1111 ot oc!<s , trnd1ns in 
lo••- -,riced shares had continued in re::.nuvely hecvy voluce · Ae 
.:- rurthf'r stPn to bel" ch ec:t t l-..ls trend, t he ::ev ::or:t Stoc:t 
::Xchl'n .. e after t he close on Fridr.y announced thct effective 
l.'>ri l 1 ouroho.see ot eecuri t1es af'llln,; 'belo;· 5 cust be for 
cnsh only. Previously most 'brokers cre 'believed to b£ve 
voluntnr1ly 1'ollol'ed tll1s prncuce , hence 1t ocr have little 
olt n1fioen t effect on speculative activity. 

Actions tt\ken to i m-orove food outloolt 

I r.nortcnt r.ctions a1'fect1nr· th• rood e1 tur.tion were t~en d 
l nct 1:eek, fo l lo•·rine; risi n& criticUm ot the hPn~l1ng of 

0~A 
'Ol'oduction Md di stribution problems • nnd r-roH1n lndicat io 
t!l~t tood p1·oduct1on this year mo: be seriously short of 

•• • 
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nnt1onnl requirecenl:s . '1he t.!)!)oi ntaent or C!lecter c D·,v• 8 b 
eJtecut1ve order ~s Adllli ni s t :rctot• or Food P:roc.uotion ~d- - Y 
;;utr1but1on 1•ill centrtll i ze c uthori t:r in t his 1m?Ortr:nt #i 1 -
?lle Pr~&ldent he.s in~cc.t;d thn~ th!l r~thority or· t he Ad.'l~n~e~~ctor 
.. 111 o,.t ena to rc.rm Pl1CP. ' t> ltnou~·n t • .1G 18 not s ·leC1f1etl. 1n t h 
pxeout1ve o1•der . To .:h..o t elttent he 1:111 ht vs po1:er t o " i r. roo~ e 
" '1oes to distri butors e.nd t o oonsun•ers 1 A not ent1;•ely- ciee.r, · 
but 1.1.de nuthor1 t y t o det et•iA1ne ,ri ce s 11ould seea eeeent < cl 
t1nce t he food 'lroblem 1s in l ru'GS 'll'.rt r nroblem of '>1'1 ~e levels 
c nd 11'1ce r.ll'.r:-tns . 

'i.'he Pt·e ~ldent ht-s cleo indio~ t ed t hc t furt her t~et1on 1:111 
l..e t r':en r. ·r1net t1·o bot tlenec!:e in t'Pr..l nt•o:uct1')n--l abo:r rnd 
~:= c~u1 'ltlent . Ee s t at ed t !ut ·o:· t :;e en: or the ··ez r 
3, '100 , 1.00 ~ot--e tc rc \."or:r.er£ t:ill be C.e!'el'red trou ;.111 t £r•r 
rer-.;1Ct 

1 
follOl"1n{; eeter:Jent Of ;~0 , )()() !:-.~ ''Or":ers ~0 !Cz. 

un~e:r the ':l·~n:;e F::>end:lent .to t he Selecti,·e Service Act . I n 
order to tm::e core fl'.rn nc.ch1ner:r nv: ilri)l~ , lr.r-e Cl<:nut'c.cturere 
1:111 c:;rin be c::lo~:ed to produce t ,io eGuiDent , ·itlc::, h&. 
;>reviourly be~n concentr~tec' 1n the cur.ller '1;-.nto , nne. oore 
cte~l t'i ll be rllot eC. by the '.::>EI for thio nw• -.oee . 

':'he -oros? ect that fe.rm l<.bor c na mr.ohinery ehorte. ·es oc:r 
be cllevir ted , tos;ether l'll. t h the )OSsi bi li t:,- of r.dJuot ment s 1n 
fr.rt~ >rice& t hnt 11i ll eno ol\r~:·e shifts into t he JOot•e eseent irl 
cro'?e , Ltr.y il~nrove the fooci !)l'oCuct1on outloo!< ne comnm' ed 1·:1 th 
thr t recent ly 1n(l1cnted by f<'rmera 1 ::rrch 1 >lrntln:: in t entions . 

Benl:hend-S'I:e~·;<.ll oil'· pee cd 

Deep1 te test i LIOI\Y by Price Adl:l1ni ctrc tor Bro1·n th~.t t:' e 
llr.n:the£>.d- Sten!;ell bill (1-lliCh t'orbido the inclusion of benefit 
>cygents 1n ceili ng ? rices ) 1ould e.C.d 1,500,000,000 to the 
concw.aere l rood budget , the Sencte lest !'r1dr.~· ll'eoec.'. the bill 
E.nd sent it to 'the ?res1C.ent . If t he bill beco;.~es e. lr.", lts 
effect 1·111 be event utilY to relse r et ril tooti ?rice~ cbout 
7 'lercent , nooording t o llr . Bro1·n 1 s t coti.lon;· . His ,_ esti::~ates 
indicated that sugar prices 1-ould be rn.1See • bout 1 . cents c _ 
'!ound ; cot·n , 5. 5 cents e bushel; foJilY flour, l.S ])ercent; rmc. 
bt•et d 1 cent c l oe.f . Hi :;ber ~eed cos t e 1:ould cruse i'2cre~.sed 
ret r il " r i ces for oecte end. 1'01' de 1ry rnd !)oultl'Y pro-.uct s . 

On the other ba nd the mot·e inflc.t1onc r :r PMe 'bi ll (l~hich ~·ould incl ude t erm l~bor cost£ 1n 'I< ri ty oo,,nut r t iona) bEtS b:en 
ret urned t o the Sennt e Agri culture Couni ttee for fUl• thcr st u"y 
r nd het•.rin:;s . !!r . Bro~m 1 8 estir.ll tee i ndi ct ted. t llnt , ; he P~ce bill 
"oule. r r iee ret nl.l food nr i ces 10~ 1181"0f\nt c.n<" r.c.<l . 3~0,000 ,000 
to t:~e consumers I e.nnu2.1 :rood bud. ·et . The ;t•o b11~~ t~~ether • 
::r . Bl'OI'TI n.dded , ,·ould 1ncrerse t he Mnur~ .cod bi-: bl' 

3 , 7,0 ,000 ,000, f!!.l. vould c~ct t h e Qover noent r.n ad<..1~ioncl 
1,2!;0,000 , 000 n. yec:r :!'or oJ111tnr1 cn~ lend- lr!'.se foon ourchr~•r . 
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. .n tr "Utl~nt or trru bloc sent.torc tor tl'e ?c.ce bill , tJ.t 
roo'- 'r1cec no~: ooo-x-re un1'11vorrbl;• (troc the .,ro~.ucere ' £trne-

o1"1t ) 1'1th t!:,oA of the first .:o1•ld ·.:r.r , 1:c·o counte1•ed b•• 
_,en• tor ':'ri' t 1'1 tll t h£ Gt atenent thl t t r1oo 1n foo: '>rices U::e 
t~ .. t of 2~ yer·l·o rr;o i tJ exactl:· \:hnt . the J.ovf rnL1ent ie tr,r1nc 
to ')l'cvent . The ·..ror Ll'.bor Bot:rd, c.ftel' votin do1-n ret11ests 
-ror c ohrn :e 1n the "Little St ee l " fol'l•lula hcs 1nd1CI'tod , 
: ccoro.1nc; to m•ess report a , th< t the en~cte~ent of lc.1:o 1ncrer.e1n "" 
f:'l' ,1 lr1cOC may l!ll'~:e revision of the I'C ;e I"Ol'lJUlt ine•ti table . 

!':oat a l'el'lorte th1e norning cent1on thr t the Presi(ent end the 
:1e1· F'~d At\r.l1n1otrc.tor ···ill confer 'l'uerdl.)' 11ti1 f:-.r;:~ or;::c.n1u.t1on 
!Pr<ern, 1n ~n effort to ret.ch rn un<'.eratrndin • re'"· rdin'" t'r.rn 
·1•ices ;·:uoh 1"1 'l leeEen the <".eocnd for n~cHl >rice le·'idrt!on . 

7:.- ::-u1J.1pr bill, o.ut hori:.1n the Co.:noC.1tr Cr•dit Cor">oNtion 
to cell 100 "lillian bushel& of l'hect for ~-~d , ~e been si:;ned 
·..~:; the ?reo1(ent , t'.nd c. bet V!' ~e;u:ne. tor t!-.18 ,-he._.t is ex:_Ject E>d . 
;::.e teed r~ in si tuv.t ion continu· o t cute , lr.r ely bec~uee ~u·.Jere 
in ti.e Corn ::el t 02.."\ t,;et r-ore mone!!' tol.~ th~ir corn b!· ~eee..tns 1 t 
to llo :.·c thon by seJ.li nr; 1 t i n the Ct:oll oJ,.l'!:et unCel' '>resent 
oe1lin..;e . There is no easy solution to this 'robleo . i.'h1le tile 
eituc.t1on 1.ould be reli eved 1f L relrt1vely 1ol' ~rice ce1lin" 
1 ere olnoed on live hoe; a , t his uould toni\ to d1scourr."e hoe; ~reduction . On t he other hand·, 11.' c t•.eh corn ·wtceo ~:ere allOliell 
to rice , it 1-•ou1d 1ncre11.se !'lroduction coste :for d.i'il'Y t nd 
>ou1try t~rtners. 

Co01aoditY ·>rices hes1trnt 

Uncert a inty over r. ")()SEil.le Presi~entirl veto of t:1e 
B1~:he:d-Stec. ·nll bi l l , and over th~ 1ncrer eed o~)OEition to 
the Pnce bill v~:h1ch forced its recosJL~1tclent, ccuced soce . 
hes1t ~tion in '!)l'ice trends for b: o1o co:.uJodit1eG 1r.< t •·ee.: , 
~es.,1te the :nore O'!)t1ciEt1C feel1n:; in the recuritY oe.r::ets . 
"rvrrt;,Pleas t he ilLS price i:~C.ex fOl' 2o br e1c co::u?ci.i tiee 
r ! co•teree. th~ slight losse& ot ";he l)l'evious t t:o :·ee.:~ r nd r~•e 
to it e h1(;h of !-:arch 5 . (See Chr.rt ? • ) Price.~ ~or tlo-s l ~~ 
steers, l'nil ror cotton, 1·os1n, nnd ~:ool to 'le c .. o ed notice. ule 
1noreueeo , 1•h1l e 1•hent "rices t·ere ro'llel'hrt 1o1•er . 

The BLS nll- commodi t y tnder. in the ::ee:: ende~- ::~.rch 20 . 
receded 1) . 2 percent to 103 .0 percent o~ the 1926 .bn~e , o~~·.:1nG 
1 to 1'1rst setbooJt e1noe tt1d-Octob~r . •he dot ntUlll ~.r G due c.~ooo t 
entire1•r to n ~educt1on of 0 .9 peroPnt in !ll'l ceo o! fr r lll -,roc.uct o, 
lrr ·ely· ·trr.1ns and l1veet oc!<. . .. 

... -
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Co.1~rx1son w1~h Briti sh r.nd Onnc.di r-.n ~1·1ees 

· .. 1:oleet le ,rices in th e United l:lt r t ee !awe 1•1 s~n since 
t: 1e out brcrJc of , 11c.r i n Au~-ust 19'39 b;• t.llout ·me sllJ'Je "1ount res 
t ne rH~ 1n 1 ho- esnle ;>rices in Cunndtl! t'.oool•Cin · to l'.)m•oxio:~r.tely 
co .. l,t.l't.ule ;>rice inde"es . , (See Chm•t >·) 1:onthly dnt e. ro1• 

r eo1·uc r y shotr n rlOe or 3o . 7 ~et•oent in the BLS nll-com::lodi ty 
index o1nce AU[;U&t 1939 , llhich oom"lnrec t'1 th c rise of 34 .9 ner­
cent in the Burec.u or Sta tletice index for Onnndo. . A signif1cnnt 
f t·ct, hot•ever, is thnt :w1ees i 'n the Uni t ed 6t t.t es in recent 
wonthR llrve been r i s i ng more rnl)i dly then in Ccnr.c.n . 

:::tol es• le ·>rice<" i n ~rer.t E1•i tit n , on the othe>• hnnt: , !:.nve 
rl ea 5: . 0 ;>e1•cent c1nce Au~u~t 1939 , t>ocordi n.; to t he aor.rd ot 
':'r: de i nJp>: , (Even th1~, ::o,·ever, ir •ubtt or.tid.l;• lecc t h n t l:P 

2 >Pt·c~nt >rice !:'ire in the Unite<! St r t er durin,:· the co::n~c.ble 
>el'i'd ot t !le fi r ct ::orlC. ::cr). ~~~ c1t~1culty of co:>trollln: 
">rlc~e in rett El•iticn ;·~s eccentuet~~ .• of eouree , oy t he 
t·ec':enin · of eterlin-:; e;:ch~.nse ee.l:'l!' in t he I T.l', cou;>leC. >1.th 
t:1e de,endence of that country on in~orto . Dee, ite itt :::rett 
e.e'lendenoe on i o..,orted foods , hot,ever, it racy be noted t h:>t food 
~l·ioeo ct "hole aale h:we ris en only 19 Qero~n t core th"-11 the 
ri oe in the combined !;>ri ce index , >•hile in t he United s t ates the 
rise in rood l)ricee since August l ?3CJ hnn been 56 ;>ercent r·renter 
t he.n the inoree.oe 1n the combined inde:: . This di acreouncy 
doubtless reflects in part the diver sion of foodstuffs i'rom the 
United St ntes to Greet Br1t1en. 

E:t'>Onded r et1oninr; Ol'O,;r rm i n eff~ct t odr.y 

Retioning of ce<'ts , fats rnd oils, t!hi ch bet;i no todl'.:,< , t'incls 
t:.e countr:r 1 lth short ret· il st oc:,:;r of met t 1n Cc.n:/ area s t>..f ter 
e >eee!t-~nd of heavy pre- r ati:>UinC detu nd . Ho~:~ver , conou::Iers 
1:111 ~t.1n be able to buy cnn:>ed oecto 1 nd fitil, t·h1ch have been 
tro~en eince Februcry l.S, as well no butUr and other r ats ;·hlch 
cc.ve been tro:.en for a ··eei< . 

ChLD6eG in point v~ues !or meny nrocecsed f oods , e~fective 
today , .:hioh were announced over t he l"ee::- end , r evenlec. thet 
dried fruits J)rev1ously given the hi::;heet no1nt vc~ues ">er oound 
hc.d been l)Ut on the tree 11et. ThiS tollo••ed wi des?retcd co:n'llaints 
from the food industry thl'.t t he hi ·h 1•rt1on vnlue tor such i teos 
a s dried prune s and raisins tms cl\u&1n· t;~em to nccunulate on 
1•et ~1lera1 shelves e nd in >~~ rehouses , ~<i th dt nc;er of Bpo1lnge 

dur1nc; ~ID.rlll llenther . 
Coml)ln1nt 

0 
ho.ve been made t hr t roms 75 million pounds of 

quiolt-frozen veget~bles hPVe b een i ltl.lObillztd in ltl'-I'ehouses 
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beenuse of the hl&h point values, but on thece no reductions 
- ere mnde . Point values were reduced on all fruit and vegetable 
Juicec and deh1drated soups in order to increase soles . on 
the other hn d, v:\lues were raised on a number of items 1n­
el ud1n..; e<')nles~.uce, canned ;;>eachee , >1neo.pple P.nd lima beans. 

Dennrtment store sales relatively steady 

After decl i ning in the previous 2 we okG, de•>artment store 
sales 1n the week ended March 20 turned up ol1ghtly. Desolte 
the !>loder o.te t;nin, sales fell beloiT 191>2 levels tor the first 
ti- e thiG year, the decline amount1n3 t o 2 percent . However, 
no real o 1~n1ficance can be attnched to this decline because 
.~roh sales last 1ear were swelled b: the earlier Enster. I t 
1a oat1~ted that this :actor alone could be e~ected to cause 
..:t>rch 1943 soles to run abou t 6 et•oent behind 194-2 levels. 
Preliminary re, orts indicate t hat retni~ tro.de i~~roved somewhnt 
las: wee::, nl thou~ sales totals continued to tall sl1 .htly below 
the corresponding period or l ast yeo..r. -

Dennrtment store otocks decline 

Last month ' s henv:· wave ot scare buyln:; brou..,ht about e. 
contra-seasonal decline in deJ:>e.rtment store atoqka, which carried 
the FRB ndjusted index of stocks down to the lowest l evel since 
Jnnunry 1942. (See Qhart 4 . ) II •rmelly stocks expand in February, 
but thi s customarY trend WP.s rsveroed last month, and stocks nlso 
fell belo•r yenr-earlier levels tor t he :!'1rst t i me since July 1939· 
Dea~1te e. oli ht intervening r ise 1n nrices , stocks at the end 
ot Februcry wero about g percent lower thr.n on the corres,ond1"<0 
<lAte in 194-2. 

Data on the co~~os1tion ot denartment store stocks et the end 
ot Februnry are not yet ava1ln'~le, !lut at the end or the previous 
~onth men's nnd boys ' wear o1ece ~oode nnd wo~en • s aJ)~-nrel 
chowed the largest increase~ over 194-2 levels with _ci ns ranJi n¢ 
between 12 and 17 percent . On the other hand, stocks o! ho~e 
t·~rnishings and aoall wares were only 2 percent hl.;her than in 
194-2 while •miscellaneous ite~s • were 9 peroent lower. 

Conoumer's ·oods and services ~w1ndle as 1nco~es 

Although deoartment stores hnve seen their s t ocks 
conoidM"ably !rom las~ summer ' s pso.'t , theoe st ores nre 
n mot·e oomrortable oosition to wi t hote.nd the i .pe.ct of 
expanded consumer spendln~ t han many other s roupa . 

rise 

decline 
still in 
vmr-

•• • 
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~1~ree recently released by the De~artoent or c~~oerce 
reve: 1 t :u't total consumer e':nend1 tureo tor coeds Md services 
1n 191;2 re~ ched the record fl~;ure or ,.Sl . C! billions--e f>n1n 
0~ ~bout 10 -,ercent over the previouo yec.r . :!oFever , this ecin 
1c estimated to have been sl1~htly leon thtn the 1ntsrven1nc 
ll'iCe r1 ee , t>nd t he actue.l volume of t:oodo rnd services ]>roeured 

'::l'J oonewlers last yer.r uas about l ne1•eent under l~ltl. The 
, ctuPl cmount of c;oods and ee1•vioee tWllilnble tor consumers 
~·ill unt\oubtedly sho1·1 further shr1nlt8 ·e durin<; the current yec.r , 
but the c!nount of dolll.'.rs exl)ended for t hem 1'111 depend ver1 
lr.r oly uoon the eff ect1venees of prior control , r ationln& end 
~1rcrl ?ol1cy . 

?77 

.­• :o!!&U.Jrr ex.?enCitures 1ol~ aerv1cee 1n 1<?1.:-2 1 .. ose nbout S ·>er­
cf'nt over t hP .,revious yes:r , l'h1le e:t.,end1turPs fo•• "Clods rore 
ll ">ere nt ~e·~ite curte1lea outlt>ye ~or rut o01otil1et , :;~ .• ol!ne 
r;,n( !l'>ure::old !'urn1sh1n~s . '!'he coonoai t10:I or consu::te::- er.'Oend!tures 
!or o'>dr in 1942 :-e co:n..,c..red •·1 th the pre\·ious :·ec: is s;,.C.:.'!\ in 
the 1'ollot1.n::; t able . 

1941 191>2 Percent chrn- e 
(l:1111ons ot dollc.rs) 

Food 22 , ~20 27 , 61 7 / 2!l 

Clot htncr s, 07 lO ,l$9 / 25 
Tob~ooo 2 ,2~ 2 lj.gr /12 

~rr,ollne 
2 , 1J I 1 ;9si - 1') 

!"urn1ture, etc . J , 224 4,0S5 - <j 

Auto:no',llos 3' 2i51' 7~~~~ 
-S4 

ether .;oode ~ 
/ 15 

~ot cl .,.'Ooda 9 , 75 !!4.359 / ll 

InO.ustril'~ Erocl.uct1on et1ll ••1c1n.,: 

Industrial o.ctiv1ty continues to expo.nd, nnd ~w·ther :;rir.e 
1n February carried the FRB e.dJusted i ndex of inc.uetricl. . 
~reduction tor the month t o 203 tro~ 199 (revioed) ~n ~~nu=J . 
(~ee Chnrt 5 . ) At the Februcry level , o.~.;r~.;c.te.ina~~Lri<luet 
cutout H fi.B nbout 22 nercent IU.gher th~.n 1n .. ovemoer - , l , J 
before our entry into the >~er . The c,tidn irn ~uncdutisotrn1o~lf oo~~i~~one 
1 "' · 1 . 1 due to 1ncrense ' o ... · ' n ,eorucry t!IJ.& art;e Y h nth ' c ec!Uevement e H•s t he 
ste~l and coal. Prominent nmong t ·8 !.IO 1, total 
oo:t~r>letion of 130 merchant veeselo--o ne:l record mont , _y . 

Regraded Unclassified



aTOC& PRI Cie , OOW•JONIS • fiR • Ou --!" ""··-- -

_ .... 
.1-+++-t-t--t--'r• r :_!_ -!_ r +-t-+-t-t-++-H-+-t-t--1-i , .. 

... ~ .. "'-,., .. _, -·---

-... 
•• 
•• .. .. 
... 
... 
•• 

• 

• 

.. 
• 

• 

• 
,. 

.. 
.. 
• 

..:::: 
• 
• 
• 

c..'ll"' ,..; .,. _ ....... " ";.. - - .. 
1•:...:. -... • ... 

IJ 
., ('l.lr t• 

IJ',.. 

~. IJ 
r .. • ~ -· 

i 

.._: . ..;.. 
I I : II I I 1 ~. 1_1 

I I I I I II ; 1/ 
~i~ 

I ~ 
.. I l 

jV- .-

I 
:--. i"\. :./ "' 

II I 

I 

t··- ~~'>· I " 

Lt "' 
1.1 ~~ f" 

(,1 I"' 

,.._: .. : ... .,. 

··~ [,,j,., iJj 1w.a. n ~ 

·-=-· ........ » · ...::. .. 

... 

... 

.. 
• • 

•• 
•• 
' .. 
• • .. 
• 
• 

• 
• 

• 

• 
• 

• 
.. 
.. 
w 

r--
• 
• 
• 

. ..... 

. .. • 

Regraded Unclassified



.. , 
210 

205 

200 

lt!l 

190 

180 

I/ 
170 

5 I___.. 16 

160 

15 5 ' ' --

h 

'' 

MOVEMENT OF BASIC COMMODITY PRICES 

1'-' 

.___... 

l1 

1942 

_ ] ,..100 

IIJ«-JHC I 
• 

··~;._\ 

J """' 
I ..I\.. 

II 
A 

..... 

n c-_,, 
r----.. ./ 

I I I I~~~ f't:"''~~~//ln• 
JiJU' 

1942 
NOll. 

,..,. 

I 
ll 

/ 
v-

I I I I o I I 

JAH, 

lJ 

o I 

I"'-./ 

v---

IUoll 
1943 

PERC£HTAGE CHANGE DEC. 6, 1!141 TO MAR. 19, AND MAR. 26. 1!143 

KIICIOT 

-, .. , 
210 

200 

Its 

ItO 

180 

175 

17D 

155 -
19~1 ... 

, __ ... 
~ ... 

-~~--~~==-----+--~ c---
. 

. ..., ._ ____ .... 
'.1----1--~ 

--~--

/ fiE "-'' ~ ',ra:;:..QM 1-U 

/ ---··· .... ~ 
~· 

0 

~ -· ... -· c.n...~ 
$(~ ... 

0 ---
... 
•I 

~ ~ ... 
lf\~··1· _ ..... 

0 • I -· - ... ,. llilllr. M - ... • IO '-:--------...,-J...,.:-.,-1 .... ..... ... .... ... , .. , ....., 
.,. ~ _, • --- .......... , • .,_ ft 

•• 
• 

:?79 

Regraded Unclassified



WHOLESALE PRICE INDEXES IN U.S., CANADA AND U. K. 
Augusl 1939 • 100 

1939 1940 1941 1942 1943 
1 I I I I • I I ' I ' I I 

170 

160 

r-"'_ A. A. .._,.,.... 
..... 

~r U. K. 
"200 Commodill,. 

~ - 8d. of Trod# 
ISO 

-;7 
/ Canada ...-: 567 Commodili•·~ 

BIN. Df S/<11. 

;/ 

/~ 
~ 

I 
l~ --/ / "'-, u.s. - 889 CtJINMtlili•• -- 8. L. S . 

140 

130 

120 

, 
~ 

..-' 

r 
110 

100 

' I I I I I I I 
toJ MM <IIMJ MM JI N J MIII .II III J ill Mol i N J MMJ I N 

1939 1940 1941 1942 1943 

_ .... _, .... ,_, ................. • • 

•t• 

170 

160 

150 

140 

130 

120 

110 

100 

90 
(~ 

.. 
• I 

) 
.)) 

0 Regraded Unclassified



I DEPARTMENT STORE SALES AND STOCKS 
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TREASURY DEPARTMENT 

I NTltR O F'I'IC I! COMMUN ICATION 

....... 
TO Secretary Morgenthau March 29. 1943 

,.o,. Frances McCathr an 

CONTROVERSIAL I SSUES BEFORE CONGRESS 

1. Tax Legislation - The House will s t art its fourth day of 
debate on H.R . 2218 "to provide a method for the oayment 
cur rently of individual income taxes and for other our­
poses" at eleven o'clock today , an hour earlier than usual. 
Suoporters of both the Ways 11 nd Yeans Committee Plan and 
of the Rum l Pl an have announced their intention of recom­
mitting t he whole matter to the '.faye ftnd !{Pans Commit tee 
o~:fore they will give an inch to their oooonents, but 
rumor s oer sist t ha t some compromise olan may be adooted. 
Recr esentative Ramspeck is one of the main prophets of 
compromise, but Chairman Doughten has announced hi s deci si on 
of "standing pat" and Representative Martin continues to 
pr edict passage of the Carl son- Rum! Plan . Among t he com­
promi se me thods offer ed are : ( 1) the Forand- Robertson Pl<m 
to fo rgive taxes on lower bracket incornes ; ( 2 ) a proposal 
submitted by Repr esentative Cla.re Boothe Luce to cancel 
the 1942 t ax on i ncomes up to $25 , 000 and provide oercen­
tage abatement for other i ncomes ; (3) the so-cPlled "second 
Dough ton ol an" which would forgive the second half of the 
•L2 liability and the fir s t half of the 1943 taxes . Repre­
sent ative Martin Dies in a speech to the House on Saturday 
urged the Carlson Plan oroponents not to a ttempt to insi st 
uoon their method because if oassed by the House, it would 
orobab ly never pass the Senate, he oredicted, but if the 
Senate should approve it, the President undoubtedly would 
veto it and t hus "in the fi nal ana lysi s no action would be 
obtained. " "I t is ridiculous," he maintained, "to talk 
about givin2 uo $10, 000, 000, 000 in order to go on a cur-
rent basie,lf but he suggested that a "fair compr omise that 
will a.llow fo r a fai r abatement distributed equally a.'llong 
a ll classes" would be a.cceot ab l e to the ma.jorit y of the House . 
However whether comoromise is r eally "in the air" or not, 
wi ll be' evident someti me thie week aa the House winds up 
ita general debat e on the i ssue today, and a f i nal vot e is 
expected by Wednesday or Thursday. 
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. nti.-e Co:ui!.si on - As l'rPs id~>nt Roosevo>Jt ' :;: renotun<'tion 
o1 R( l'r Ad!lli.rnl E'l!ory S. L<'lnd M ; Chllir'llM ot the ~:aritime 
~o is&ion is exoected to re~ch ~ Srn; tr vo t P to~orrow , 
.;. 1111to r "t'CRrren on S?.tur day JOint>d Senr>tor Ai<Pn i n oe­
.Puding (10 investigation of charges th11t the Com~i ssion has 

I<P.tPcl t)Ub lic funds . McCuren cond~>mned what he called 
"it:, obvious habi t of '?a ying outrnyeous pri ce>s" i n buying 
bhi '>s from r> rivr tf\ sources , but Ch11i r man Bniley of thE' SPnt~tP 
Coume rce Committee claimed , "AdmirPl L:•nd never h?s •aid 
•· ~ much fo r shi •s 11s they wou l d hllVA CO!lllnl'ndNl in the "'orld 
•• fl r ke t." 

-

r 

• 
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TREASURY DEPARTMENT - ·~~ 
PROCUREM ENT DIVISION • ,. v 

WASHINGTON S "'""" 
1'aroh 211, 1943 

Supplementin& repor t to you of ~ arch 22, 1943, the 

_rurchases against the t:orth African Rehebili ta tion 

• rogram l'rom • arch 22, b43 t o i. arch 2b, l\143, totaled 

y205, 26~ . tl2, or a total of purchases !or tne program 

thus far of ~20, \ltlO, o84 . 47. 

Attached is report giving status of shipping 

against these purchases. 

~QnW 
tor of rrocuremeot 

. . 

.. 
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Tonnage Tonnage Tonnage Tonnage 

C011110ditz ~~ Shipped to Date Under Load On Hand at Port En Route 
Froa u. s . .l. .lt Port Waiting Veaaels To Port 

New & used clothing ~ 2013.75 381.5 2 
Cotton piece goods 5939.5 3002.5 1184. 5 
Shoes, Boots, & soling 211.25 47.75 134 
Refined sugar 4.196.5 
Raw sugar 1646 
Powdered mille 119.5 
Tea 171.6 
J.!atohea 381.76 
Copper sulphate 4676.25 1084.76 451 
Drugs 6.067 
Books & booklets 2 
Naile 100 5 22 
Lamp chimneys 17 
Newsrint 673 78 23 346 

·Prin era ink .1 
~ch. finished book paper 2 
Cordage & twine 225 5 40 
Cot ton thread 29.25 11. 75 .48 
Chemicals 163.5 82.5 301 148.5 
Cotton hose 25. 5 9 14 
Nipples, bottles, eye cups 9 
Phonograph recorda 1000 Each 
Tooth brushes . 75 
Wash basins 7 
S~ark plugs 2 
S orage batteries 47 
Tires, tubes, & tape 176.75 
Pa.rta for autos, 

tractors & harvesters 190 7 203 28 
Tin pla.te 845 
Coal. cutters 12 
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~ Tonnage Tonnage Tonnage Tonnage 

~~ ._, 
Sbip~d to Date Under Load On iiand At Port En Route 

Commodity From U. s. A. At Port Wai t ing Vessels To Por t 

Fullers earth ~ 71 
Wire rope 36.5 5:>-.5 
T'ig tin 64 
Shoe tacks 13. 5 
Babbitt metal 53 .5 
Steel 90 495 
norse shoes & nails 101 47 
Gelatin 1 
Paint pigments 11 1.5 
Asbestos sheet packing 2 
Gllcerine 12.75 
Ca cium carbide 247 95 
Sheet copper- 67 
Brass rods & sheets 25 93 
Files 45 
Bone glue 33 

Saws .25 
Bricks 56 20 
Rubber cement 10 
Lumni te 30 
Light bulbs 6.25 

Totals 21,909 .917 2, 009 . 75 4, 310.25 2996. 5 
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

DATI ll&rch 29, 194;5 

TO Secretary II! organ thau 

•~o"' Mr . Whi te ,J';P)t/ 
Subject: Recent Developments in North Afr ican Program 

1 . Unsatisfactory food production in French West Africa 

Allied representatives are experiencing considerable di f ­
ficulty in persuading French West Africa to cooperate in pro-
ducing foods tor the economic wu effort . •" 

French North Africa appears to be making unjustifiably 
large demands upon the export su:•plus of critical goods from 
French West Africa. At the same time certain of the leaders 
of the Prenoh West African Government appear to be inter&sted 
only in producing soldiers and have evidenced an apathy toward 
measures to puah the production of essential foodstuff s for 
the Allied cause . 

Allied representatives in Dakar feel that unless the 
United States and the British are prepared to withhold consumer 
goods above the absolute minimum essential to the war effort 
from French West Africa l i ttle headway will be made in solving 
thia problem. 

2. Shipments to French Africa for civilian consumption 

American representatives in Algiers have cabled that very 
little haa been received in French Africa since November 8, ex­
cept cotton goode, coal, petroleum and food, and that as a re­
sult there are serious shortages of certain essential materials , 
especially industrial equipment and supplies. '!hey further 
point out that imports since the Allied occupation have been 
leas than 1/5 of the pre- 19:59 normal and ae a reaul t the econo;oy 
ot French Africa, already seriously deteriorated by the demands 
or Vichy and the Nazis , is facing a breakdown because of the 
lack or critical u. s. supplies. 

;5. Port congestion 1n North Africa 

The urgency of critical civilian supplies is complicated 
by the fact that congestion in North African porta arising 
from lack or transportation to forward areas and scarcity of 
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warehouaing facilities have made it neceaaary to liait the 
shipments or civilian supplies b7 u. s. convoys to 15 , 000 tons 
in each convoy. This is compared with the previous figure of 
~0 ,000 tons per convoy arriving on the average of once every 
twenty-five daya , 

American representatives are pressing the French to help 
by placing into operation a satisfactory method tor the. receipt 
and diabureement into the interior or civilian goods. This prob­
lem 1a especially difficult in view of the demands of t21e Army 
upon the available warehouses and the limited railroad and truck­
ing taoili ties. 

4. Traum program tor 'l'angiera and Spanish Morocco 

Communications are now being exchanged with Treasury rep­
resentatives in Algiers with a view to establishing a rate of 
exchange between the dollar and the peseta in planning a finan­
cial proclamation for Tangiers and Spanish Morocco should the 
Allied Governments occupy that area. Special study is also 
being made of the financial and economic problema that may be 
presented. 

5· Treasury program tor Tun!!!! 
A detachment of the Civil Affaire Section ot t21e North 

African Economic Board is closely cooperating with the French 
authorities on Tunisian affairs. A special problem is the 
t r eatment or the large Italian civilian population in Tun1a1a. 
To prevent as far as is practicable a diaruption ot the econo­
my, it is presently planned to arres t the fascist leaders and 
agitators but leave the large bulk of the Italian population 
in poaaeaaion of their property and tree to carry on their nor­
mal ao t1vi tie a. 

A stockpile or supplies against the needs of Tunisia on 
ita occupation is 110w in the course of aceumulation through 
earmarking part of the current supplies of u. s. convoys for 
this purpose. Difficulty baa been experienced in warehousing 
these stocks and in transportation to forward areas but active 
atepa are being taken to solve these immediate problema . 

On this aide atudy is being given to the Treasury problems 
that will be presented by the oecupation of the area. 
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6. Dollar position of French North African Government 

The French North African authoritlee have available to 
them $68 million held in the name of the Central Banks or 
Algeria and Morocco . In addition a minimum of $50 mil lion in 
yellow- seal currency is held by the state banks in French 
Africa for which dollar credits will be granted in the United 
States bringing the dollar assots or French North Africa to 
at least $118 million. 

'I'hia figure 1s misleading in that Lend Lease has not pre­
sented the French North African authorities with a bill for 
Lend Lease goods already shipped to French Africa. ~ne present 
arrangement ia that payment will be made 1n franca . Aa a 
result we have been accumulating a franc balance ot unknown 
size while the War Department has been paying dollars to the 
French to obtain the francs necessary for its expenditures in 
the area. 

The Treasury •. Department is now exploring this problem 
with Lend Lease and War w1 th a vi&w to having a bill tor Lend 
Lease goods prepared and submitted as aoon as possible and 
reaching an agree~ent with the French to have future payments 
for Lend Lease goOds made 1n francs or dollars at our option 
to prevent tbis Government from accumulating a large franc bal­
ance while the French increass their alrsady large dollar 
aneta. 

A preliminary estimate, prepared by the Treasury, indicates 
that the French North African in-payments 1n dollars will ap­
proximate $52 . 5 lllillion quarterl,- and out.paymenta $48 million 
quarterl7 or a net accrual to French North Africa ot $4.5 mil­
lion during each quarter . Tb.ia es timate assumes that Lend Lease 
imports into North Africa tor civilian consumption will approx­
imate t40 million quarterly as eatilla ted b7 the Board or EcoDo­
mio Warfare and tbat payment tor Lend Lease goods will be made 
in dollara. A cable ia being aent to American representatives 
in Prenoh Africa to obtain additi onal information to revise 
th.i e prelimin&r7 estimate. 
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7• The French request to usa dollar funds for diplomatic 
expenses 

On March 11 the French North Atrican authorities requested 
approval of the payment of $100, 000 from the dollar account of 
the Banque de l •Algerie for the purpose of providing funds for 
the operation of certain Frsnch diplomatic offices in the Western 
Hemisphere. 

We feel that thia application should be denied in view of 
the poli t ical considerations which are necessarily involved in 
permitting the support by the North Atrican regime of the diplo­
matic missions in Latin America of the former French Government. 
However, favorable consideration would be given to authorizing 
the use or dollars to provide reaaona.ble living expmses to the 
members ot such French diplomatic offices . With the exception 
of the State Department this view received the eupport of the 
representatives of the interested departments with whom the 
matter waa discussed. 

On March 26, State informed Treasury that 1t had thoroughly 
canvassed the matter and wan ted the transaction licensed. The 
Treaaur:y indicated tha t it would be guided accordingly as soon 
as the ma tter bad been cleared with the Army, but that it was 
to be cl ear that Treasury di d not agree with the decision of 
the State Department. 

a. French Government b 

The French Bigb COlllllland baa noted the desire of thla 
Government not to bring up the question of using the funds 
belonging to the f ormer French Govarment by the present 
French North Atrican author! ties. However, High COIIIIIIand ex­
pre•••• again the deaire of General Giraud, that in hie_ capac­
ity aa trustee of French intereets, he reserves the rigbt·to 
again bring up the quest ion ot hie authority to uae those 
tunda , 

9. Arrangements to regain control of yellow- seal 
currency outstanding 

The Treasury baa cabled representatives 1n Algiers in­
structing them to take custody of all yellow-seal currency 

291 

Regraded Unclassified



- 5 -
Division of Monetary 

Research 

outstanding in North African banks. The banks will be provided 
with equivalent dollar credits in Hew York. we estimate the 
yellow-seal currency presently held by these banks at a mini­
mum of $50 million. 

10. Arrangements for handling non-yellow aea.l currency 
1ri FrenCh Africa 

American representatives in Algiers requested Treasury's 
views on plane for destruction of the large volume of non-yel­
low seal currency held by American authorities in French Africa. 
Treasury baa cabled a reply suggesting that to avoid unnecessary 
destruction of such currency a careful survey ebould be made 
of the future needs of the Army Finance Ofticara for supplying 
notes to ailitary personnel returning to the United States and 
&lao to the poeaibility of shipping the currency to the United 
Sta tea or to other areas wher e it can be used. The Treasury 
&lao indicated that it wished to be advised or tbe &~~~ounts of 
excess currency before authorizing a destruction procedure 
should the &1 ternative progrems prove to be impracticable. 

11 . tocal currency for French North and West Africa 

The manufacture of banknotoa in tho IJbited States for 
the Bank of West Africa and the Bank of the State of Morocco 
and the procurement of materials for the Bank of Algeria for 
printing ita own notes are proceeding satisfactorily. A 
partial shipment of currency will be made to the Bank of West 
Africa on A,pr11 15, 194~. 

12. Reverse tend Lease from French Africa 

It ie the intention of this Government to provide supplies 
and equipaent for the French army under credit lend l ease. 
The n••• of the A~Derican r epreaentativea in Algiers have been 
requested a• to whether 1t is feasible to obtain a111 tary sup­
plies and aervioaa from the French on reverse lend lea••· This 
arrana•ant would be ailllil&r tor averse lend lease arrangement a 
in axiahnoe with the Ullited KingdOII, Australia, and the French 
llation&l C01a1ittee. 
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It ia not oonaldered advisable to attempt to obtain 
strategic materials trom the area by reverse lend leaae aa we 
are experiencing oonaiderable difficulty in obtaining aatia­
tactory quantities of critical goode trom the French on a cash 
basis . 

The Br1 tieh have ind1 cated that the,- intend to pa,y cash 
f or all eervices and supplies received rrom the French and, in 
turn, expect cash pa,-ment tor all services and supplies pro­
vided by them to the FrenQh. 

l~ . Intlat1onary oroblems in FrenQh Atrica 

Black markets and increasing prices remain problems ot 
real importance in French Korth and Weat Atrlca. The Treasury 
repreeentativea in Jrrica are preparing a report on this prob­
lem, including full de tails as to the present and proposed price 
controls and the fiscal systems in the areaa. 

Pro~am tor securing economic intelligence in 
Nor Africa 

The Treasury personnel in North Atrica are cooperating 
in the formulation of plans tor setting up a joint trade in­
telligence center between Sri tisb and American r epresentativea 
in North Atrica and also tor cooperation wi th the British 
Prleonara or War Interrogation Service. 

It ia expected that this arrangement will facilitate the 
obtalni.ng or e oonomic intelligence concerning ene1111 and enelll)'­
oceupied countries and at the same time add to tho offectivo­
nosa ot .Allied financial and trade controls in this area. 

StudJ ia now baing given to the general proble= or obtain­
ing an erractiva tlow of economic warfare intelligence between 
Treaell' y and cur represents. tivea in North Africa. 

15 . Treaaurz peraonnel in North Africa. 

Treasury personnel have been assigned to Dakar, Casablanca 
and Algiers and are actively cooperating in handling the adMin­
istrative problems and policy questions of a financial and 
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economic nature in these areas. ldr. Taylor and Mr . DuBois 
have returned to the United States . Their experience will be 
used to a good advantage in formulating and in crystallizing 
tho Treasury program for f u ture occupation areas . 

16 . Independent purchases by the Frenoh 

American representati ves in Algiers have been instructed 
to inform the Frenoh that it is essential for the progJ'aming 
of supplies for French Africa that the determination of the 
sources and shipment of supplies IIIUSt r emain with the combined 
British and American supply authorities to insure an equitable 
division of materials available fort he war effort. 

Nagotia t i ona are being undertaken to have the French agree 
that no independent transactions with third countries will be 
made without consulting and obtaining the approval of the 
North Mrican Economic Board which will in turn obtain the 
approval of the Anglo-American supply authorities . 
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BRITISH AI.R COMMISSION 
1'788 MA.8SACHU81:TT8 AVaNUII 

WASHINGTON, 0 , C. 

•1th the eoa~ents of british Air ~••ton 

who enclose l>tat.ooent ~o . 78 - Aircrutt Des patched 

- for week ended Warch 23 , 1943. 

'!'he Honourable Henry llorgenthau , Jr. 
Secretary of the Treasury 
i.~IiiGTOli, D. C. 

llarch 29, 194). 
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