
DUllY 

look 63l. 

March 30 u4 31 , l 9<1.3 

Regraded Unclassified



Aaorlc&a Fe4oratloa of Labor 
leo lpMcboo b7 BlUr 

Conouo ot N&Dutacturoo 
See Oo .. eroe, D~ta.nt ot 

Coaaeroe, Departae~t ot 

- 4 -

- c -

Oonouo of MaAutacturoo - onbotitntion ot corporate 
incoao tax roturno: BolYorinc dioapproYoo - 3/30/43.. 621 108 

Concrooo ot In4notria1 Or«anlaatlono 
. Soo Spoocboo b7 IIII.Tr 

Financinc. Oonrnaont 
Var SaYinco Iondo: 

2n4 Var Loan: 

- r -

lw Torll: CUr lao.ncblnc - Labor t o participate: 

F1nlan4 

Soo lpoochoo b7 I!MJr 
Lito Iconranco Co~ioo: Ooorco Harrioon tbaDII:e4 

tor oopport ot croup- 3/31/43 •.•....• . ... . •.•• 
lpoall:oro' Buroan 41ocnooe4 - 3/31/43 •....•..•.•.. 
lpoochoo by 1'roaonr;r Otticialo: Clearance tbroucJl 

Oaoton or4oro4 b7 IIII.Tr- 3/31/43 ..... . .... .... . 
Minnto Man tlaco - 41otribntion 4iocuooo4 b;r 

IIM.Jr and Grano - 3/31/43 .. . . •.•.. . .. . ........• 

Soo roroicn Fnndo Control 
roroi«D Fnndo Control 

FiDlan4 : 1'ranotor ot to.n4o 41ocnooo4 in State Dopartaont 
louar - 3/31/43 . .. .. ....... ... ... . ... . .. .... . . ..... . 

- I -

l dlaUoa 
1'roaonr;r aoUoo to coabat 41ocnooo4 b7 IIII.Tr , WI>Ho , 

Baao, an4 Blo'QCb - 3/31/43 . ..... . ................ . .. . 

- I. -

Lond-I.oaoo 
U. I . I . B. : 'l'll1r4 Protocol .&crooaont - procraa ot 

r04luiroaonto, etc., JD17 l, 1943--.fnno 1110, 19« -
1/30/ 43 ........... ...... . ... .......... . ............. . 

Lito Ioouraoco Oo.paaioo 
loo F1nanc1nc, OoYornaont : War laYincO Iondo 

' 

161 
16& 

1&9 

1&4,186 

271 

68 

Regraded Unclassified



- II -
- Pace 

llorc•\hu, 1•1'7, lr. 
!ello llaJor O•oral Wal\or :B . S.Hlo of loll racro\ a\ 

laabl11\7 \o •lol\ lor\lo Atrloa- 3/31/43 .•..•...• ...• 621 317 

-I -

lor tlo Atrloa 
Soo Ooouplo4 Terrl\orleo 

- 0 -

Ocauple4 !orr1t orloo 
lor\lo Atrloa: JIIIJr tollo llaJor GoDoral Walter :B . S.Hlo 

ot lolo racrot at 1aab111t7 \ o •lolt - 3/31/43 •.. . .... 
01•11 ocoooalo attalro - nccooto4 Vaalll~oo 

orcaohaUoo tor loao411Ac ot: WhU o ••orao4u -
3/31/43 •..••..•••...........•......•..•.••..••..••..• 

- a -

lo•eouo l o•loloo 

3115,369 

Carlooo :1111 ( looorporatlnc lual Plan) : ~ooUono ao4 
anoworo 41otrlbu\e4 at Ropubl loao oootorooco- 3/30/43.. 102 

- s-

Sj>Nl::oro' :Bureau 
111 J'1aaoo1n&, Conr1111ut : War S..•lnco :Boo4o 

Sj>ooclloo 
l oo J'1aaoc1nc, Oo•o,.oot : War S..•lnc• :Boa ell 

Sj>eoclooo b7 JIIIJr 
low T orl< Cl\7 1&allcloiJI& ot 3o4 War Loao - Labor \o 

parUolpato: 
Drat\ 1 cooo14ore4 b7 JIIIJr , Oaotoo, 04acar4, llacor , 

ao4 llurpl>T - 3/30/43 •. . . .•..... .. •. • ...•.•. . .•..• 
a ) Drat\ .. . .• .. . .•..• . •... . .... . •. . .. . . .•..• •. . 

or- an4 llurrq aolte4 to parUclpato - 3/30/43 .. . . 
Drat\ a cooo14ore4 b7 BJUr, Oao\on, 04opr4, llacor , 

!u&Uoa 

&114 llurploT - 3/31/43 . .. •.... ..•.•.•••.•••... .... . 

a) Drat\ ••. . ... . .•... ·. · · · • • • · · · · · • · · · · · · · • • · · • 

- ' -
111 lu••• -..toloo 

Regraded Unclassified



- u -

u.a.s.a. 
Soo 1..,4-l.e&Oo 

- r -

War SaY1DC• Jon4o 
l ot r1n&a01DCo GoTO~Oftt 

Regraded Unclassified



OCCUPATION CURRENCY 

Present: Mr. Bell 
!Jr. Whit,e 
Mr. Pehle 
l.tr. Aarons 
Mr. Luxford 
Col. Bernstein 

Karch 30, 1943 
9:40 a.m. 

H .11. JR: Go ahead, Harry. 

J.llt. 'MUTE: Did you want to a tart over and run right 
down again'/ 

li .~l. JR: No . 

Wt. WlliTE: I think we left off in the discussion on 
preparation of various types of currency; the specific 
question is whether you v.ant to recom:nend the preparation 
of six to eight different currencies nere in the Treasury, 
one currency for selected countries, probably France, 
Belgium, Greece, and No rway. Each country ~ould have a 
1peoial deaign. I gather that because of the requirements 
of printing, they would all be the aame ai~e as the U.S. 
dollar and the same size as the U.S. dollar cut in half for 
smal l denominations. 

The legend has not been agreed upon , but would be 
u.s. milita~ five lira, one l ira, krona, or something 
of that sort . 

H.M. JR: ~d this ia to make a supply of money in 
caae, in an occupied count~,they don't have enough 
currencyr 

• 
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Affi. WHITE : That is right. They will come equipped - ( 
in addition to the u. S. gold seal currency - with a mark, 
but they will not use i t unless they do not find enough 
available currency there . But they will come equipped to 
use it at once . 

LIJt. BELL: Wouldn 't t his be printed in blank and 
then filled in after you went into a countr.y? 

~ ' ]lTE: Not if you make six or eight at a time. 
Then , for reasons of security, you can go ahead and do it, 
and have it ready, and turn them a!l over to t he Army and 
put them where they say they want them. Then t hey will 
pick t he one that they want to use . 

MR. BELL: It can't be kept a secret after you once 
start printing them. 

U.M. JR: How about if you do a half a dozen different 
ones? 

MR. BELL : It will be out that you are printing 
currencies of all these countries. 

MR. AARONS: You could make just one design, leave it 
entirely blank; and after you lglow the name of the country, 
it would take a couple of days 1o t et the plates ready and 
print the number of the country on the particular design. 

~ BELL: That is right. Print your design, whatever 
you want to call it - "United States llili tar.y Note" - then 
put in "One Lira, " or "On e Franc . " 

YR. ~~ITE: That is the alternative . Having them blank 
will take a little longer. 

MR. BELL: Not much. They are pretty fast at that. 

H.l.l. JR: I suppose you have t hOught of this . \That 
would be t he matter with simply saying, "Here is a piece 
of paper, one dollar - one unit - and when you are in 
Italy that unit is a !ira. " If you were in France , that 
unit -ould be a franc. Just have the--
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MR. \'lillTE : I think it would aJ.moat have to have 
the word on it for the .Local population to accept it -
a .Lira, or a franc , or a krona. 

H.H.JR: I don't see why. 

1!}(. WHITE: One unit 'I 

H .I~.JR: 1\h.e.t is the Latin word for , say, unit? '1that 
Mu.Ld correspond in Latin? Is there a Latin word•t 

I.IR. YJUTE: I don' t know. 

~IR AA.J&.}NS: It only takes a very abort time to get 
that overprinting on, Mr . Hall told me. 

H.M.JR: Yes, but that short time, you have a.L! these 
girls working on this thing, and even in a week -
ft•om a security standpoint, I don ' t think it is vecy good. 
I sti.L.L don ' t see why you cou.Ldn't use some word 1ike -
just have the--

W<. \',RITE: Just have a figure? 

H.M.JR: Yes, one. 

!ffi. WHITE: It would be a peculiar - the idea is to 
have a currency--

H.~.JR: But -supposing they .Land on •x• shores ; a.Ll 
right, this currency woa.Ld be good for the first two weeks. 
If they said it is announced - say, on April first we went 
into such and such a country, Ha.Ll cou.Ld begin toprint 
currency if you had the thing ready, and turn the stuff 
out the f i rst twenty-four hours - begin to fly that stuff 
over and begin to feed it to them at once, and it wou.Ld 
get there within two weeks . 

WR. WHITE: If you could do that, you could put the 
name r ight on there - .Lira. 

3 
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H.H.JR: Oh, yes, but l was thinking of an inter­
mediary. 

Lll\. WHITE : Just have everything but the name? 

4 

H.!I.JR: No, I was thinking, for the first two weeks • 
if they have to pay for somethi ng, they could have t his 
t hing. 

loll(. WHITE: They use doHara for that the first couple 
of weeks. 

t.IJ(. BEll: They used dol .Ia rs untl .L the second convoy left 
here and took the currency over. 

H.M. JR: \Vhat is that? 

Mit. BELL: Use dollars for the f i rst two O!' t hree weeks, 
say , until the second convoy !eft to put in a supply. 

H.M.JR: Then I wouldn't--

KH. v.HITE: There would be just a big 1943, t here I 
(indicating) and each country make A, B, c, D, E, and t here 
v.ould be some code hel'e as to which country you want to 
make i t after the invasion - not before . 

H.W. JR: You mean this is the gold sealY 

Wh. WHITE: Yes, just have 1943 on there so they coUld 
easily distinguish it, and have different le t ters. It 
would look just like a regular gold seal dollar, and just 
be a mark for us and for--

H.M.JR: That would be for the first couple of weeks? 

MH. ¥.11ITE: For the fir st few weeks. After that we 
can get the other ready. The day the invasion takes place, 
or it ia publio, they can begin working and get it over 
there, they figure , within--

H.Y. JR: They •ould begin to deliver currency--
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MR. WHITE : ---within a month. 

H.M.JR: No, within twenty-four hours. 

M.~. BELL: If you have your plates and design ready 
you can deliver in forty- eight hours . 

UR. AAIVNS: That is right . You have a bJ.ank stock 
all maae up. I t takes a couple of d~s. 

H.U. JR: That ~ouldn ' t J.eak? 

MR. BfL L: It would if you made blank stock for ItaJ.y, 
France and No rway. If you made blank stock and fi lled in 
as over-pr inting, ltaJ.y and France, forty-eight hours 
woul d get that going. 

h.M.JR: ~ell, the regular plane service goes in 
forty-eight hours . After they tell us, we wi ll begin to 
supply them with currency and they begin to fly the stuff 
over. 

MR. WHITE: ~e could supply them quicke r than they 
1\ould need it. 

Mlt. BELL: That currency tha t we YiOUld print v;ould 
not look l i ke the local currency. 

H.M.JR: No . 

lt(R. BELL: Make the popul- take it with some assurance-­

MR. WHITE: As long as it has the same local unit 
the Army uses it - takes it . 

Tied up wi th that ~uestion is another one we have to 
take up. That is all r1ght in enemy territory, but t ied 
up with that question is the preparation of currency to be 
used in al l i ed countries where each country is preparing 
ite own. 

• 
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H.M.JR: Wait a minute. Before you go to that, what 
would be the thing that they v.ou!d do, if we ·did it the way 
I am suggesting - using, the .Liras or francs , what v.ould 
they - he would have the plates made? 

Mit. BELL: He would have the design all on the plate 
and if it had anything about the Uni t ed ~tates on it, 
which we approve, that coul d be printed, then he would 
have to over-print the deno~inatlon and the name of the 
country. 

li .M. JR: and t hat he could do 7 

MR. BELL: He could do that in forty-eight hours . 

lt .M.JR: Hall ought to be here tomorrow at that nine 
o'c.Look meeting. 

Now 1 understand that . 

What is the next point, Harry? 

MR. WHITE : The next point ia, the a.L.Lied countries -
or practically all of them - have already printed some of 
the1r currency and the others are in the process and would 
like to print their currency, an d they nnt t he invading 
forc es to use t hat currency. 

H.M. JR: I say no. 

Mit. WHITE: In other words, v.hen we go into France, 
for example, or Belgium, we wi ll use the gold seal and 
then move into this other currency as. quickly as possible. 

H • .M. JR: Sure. 

MR. ¥JUTE : ~·hat woul d save doing business - having 
to deal with any one of the governments at a! .L . 

H.M.JR: I think the A~ would be cra'y to sit down 
with these all i ed countries in exile and be~in figuring 
with them on currency, They didn't do it w1th DeGatile 
before they went into ~frioa. 

6 
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MH. 'MiiTE: The1 wouldn't have to notify them because 
the arrangement would merely be that these countries having 
money - some money already prepared and will have more , 
will turn over all their currency to the ~rmy ahead of time 
so that the country won't have to ask them when they want 
to use it and get a receipt for it . 

MR. BELL: They could do it after~ards . I am in favor 
of taking the currency that thef have already printed . 
The ~tate uepartment approTea of dealing with the govern­
ments in exile. ~e could block tbe dollars and keep 
behind the currency fOU want to issue in those countries. 

H.M.JR: If they want to do it afterwards. But the 
French, particularly, are very sensitive . 

MR. PEHLE : Couldn' t do it in ~ ranee. 

MR. WHITE: Fran ce is the one country we didn 't know 
who t o deal with. 

MR. PERLE : Take Hol land, they already printed it . 

H.M.JR: l•here? 

l.!lt. PEHLE: !-n "n6land . 

H. M. JR: l:tegular wtch currency·( 

YH. PERLE: Presumably, and the design is passed upon. 

WH. ~ITE: The Dutch - Poland baa given some orders. 
Belgium has printed some. 

MR. B'!LL: The Dutch East Indies have printed theirs . 

~R. PEHLE: lbere is a question of whether you carry 
thaf'aa a spearhead currency, or whether you use it later. 
I should think we would also want to use U.S. dollars as 
a spearhead. 

7 
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lol.lt . VIHITE : The .Ulita want them to use their own 
currency but I think our decision was that we would use, 
as far as American forces , the U. S. currency. The 
British would like to be able t o use either one, whichever 
one they prefer. 

8· 

H.M.JR: Gentlemen, listening t o this - using the 
word "spearhead currency" - I ..auld use the gold seal 
first , then I would begin to ~ae this special local currency; 
then, after they get their feet on the ground, there wi.L! be •'. 
plenty of time for the •rmf or relief organizations to use 
al l the currency they have got printed. 

I mean, I am sure that when t hese people come and we 
begin to flood this thing with brand new crisp bills 
they are going to be very suspic i ous of it. But to the 
American army, if it has got "United States '' on it, it 
will look damned good to them. 

MR . WHITE: It will be U. S. mill tary notes - ten 
francs - a hundred francs. 

H.M. JR: Look damned good to them. 

MR. 1.\HITE: lhat means you don ' t have any discussions 
with allied governments - that they are completely out of 
it except for another ~oint which we may want to rai se, 
and that is the determination of the exchange rates. But 
so far ai the adequacy of the currency, the type of the 
currency, and the preparation for the currency, the pre­
sumption is that they will have nothing to do with it. 

Such currency as they will have prepared already will 
either - t he British can use if they want to, or they can 
keep it until eome later time. 

li.M.J.R: That is the way I feel. I think you save an 
awful lot of palaver. 

llR. WXFOIID: Then, J.lr . Secretary, might we not want to 
print up several kinds at once rather than wait until a.fter 
the fact? From a security point, t here would be no probles . 
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MR. BELL: We are going to pr int it up in blank. 

MR. LUXFORD: That is t rue, but if you are going to do 
several countries - the British may want us to print for 
them, too. 

H.M.JR: First comes the gold seal currency, then 
there comes this other. 

MR. ~RITE: ~ecial loca1 currency. Th4t is al l . 

H.M.JR: Yrell , and you hen that ready - t he die is 
ready, and you can put as many different countries' nsmea 
on that as you want to , because i t will be the same stuff. 

l.ffi. BELL: The same design for all countries? 

MH. WHITE: Vie would have to in that case. 

MR.AARONS: Reverse colora is very easy if you want 
to mak e some dist inction. 

MR. WHITE: Have to make a distinction on the denomi­
nation because it will be the same size notes . Those 
countries are used to different size notes. So you will 
at least have to use different colors. 

llR. BELL: •e 1i0uldn' t han over two sizes. 

~. ~HITE : Apparently they can ' t make over two . I t 
is ei ther half or the whole. 

MR. PEKLE: bhat is the security problem involved when 
you print five countries and then another five countries? 
Suppoee the word does leak out that some day we are going 
to invade the Cont inent - so what? Is that news to any­
bodyY If the Army isn't worried about the security problem--

H.M.JR: ~ell , I don ' t want the story coming out of 
the Treasury. Then something goes wrong, and aubsequent!y, 
"It was the Bureau of Engraving a1d the Treasury. That h 
where t hat a tory started. • Somet hing goea wrong - some""'""& 
happen•. ·~ere did teat s tory come fromY" "It came froa 
the Treasury. • 

9 
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COL.BEkNSTEIN: ~ill stories come out if you just 
print the stock with U. S. militar,r authority on it? 

H.!.ol. JR: No - getting ready for a second front. 

MR. AAIDNS : You don ' t even need those words on it . 

MR. V.HITE: One printing does the same job, so all you 
will have is a piece of lithograph paper. 

MR. LUXFORD: Suppose you issued a press release, what 
benefit would the enemy receive? 

H.Y. Jk: I don't want to get into that front . You 
have OWl, Colonel Donovan, the "rmy and the Navy. If they 
unt to do propaganda about it 1 O.K. I don't want to get 
in on it. Then something goes wrong, a couple of t housand -
or thousands of people• get killed, then the tip-off came 
out of the 'lreasury. I don't see the Jll!cessity of i t. 

Why make this thing so d8Dilled complicated? r.hy ~end 
hours and daya around here arguing with them about the rate 
and then we get a rate - we spent three months arriving 
at the two-cent rates, then the President goes over there -
I mean the seventy-five - and says it is to be two cents. 
They haven't got the gold straightened out yet . 

the 
you 
can 

l.ffi. i'l!ITE: Your thought is, within three days after 
•rmy tells you to start - ~1thin three or four daye 
can have stuff on a plane, and one of these big bombers 
carey e.nough to equip t hem. 

COL.BEHNSTEIN: Vn the time side , bear in mind the 
possibility that you mifht have more than one country to 
prepare for at a moment a notice, 

'IIR. BELL: ~'hat la all right. Still faster than they 
can carey it in planes - unless you enjoy sitting around 
and talking with these allied people. 

MR. WHITE : No, I prefer - for other reasons, I 
prefer to leave the allies out of the picture until you 
are ready to deal with them. 

10 
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H.M. JR: rhat is the way I .fe el . 

MR. wHITE: They are all sparring around to stick a 
claim on the future political setup, and they are parti~ 
cularly inte1·ested in using their currency, Ylhat they · 
want to do is get one foot in the door. ~nd for that very 
reason it seems t o me the President ' s hands ought to be left 
as clear as possible so that he can deal with them later 
and with whom he wishes. l>ut the Dritieh feel differently 
about it . 

COL.BERNSTEIN: You have an actual cmdition--

MR. iHITE: The British want to use the currency which 
h~s been pre~ared; the l>ritish want to discuss these matters 
with the var 1ous governments. 

H.LI.JR: I say the hell with it. That is the way I 
fee l. 

MR. BELL : I don ' t feel that way. I think if we 
recognize these governments which apparently we have -
Norway and Belgium and Holland, they are all exiled and 
in ~gland, and we are doing business with them, 

H.~.JR: But they are all a liability. 

MR. BELL : vertainly they are all a liability, but 
they have got their currency printed for this very purpose. 

MR WHITE: One of the difficulties there is , I am 
afraid, if you do business with a couple of them, you 
can't uke an invidious comparison with a whole lot of 
them. That means every one of them. ~hereae there would 
be no difficulty about Holland, for example, when you get 
down into all the other countries, Czechoslovakia, Jugo­
elavi a , and Ureece, and Franoe, and eo on, you will either 
have to make an exception of them and not deal with those 
governmente, or you do deal with the governments. Maybe 
it ie better to avoid the ~hole problem and treat it as an 
American occupation problem. 

11 
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H.M.JR: My inclination , gentlemen, is to do what I 
suggested. I should think the Army - it ~ould be much 
easier when t hey do the job - it is entirely our responsi­
bility and there is time enough to sit down and argue with 
these people - t hese ailied governments in exi le - aft er 
we get a foothold. l'hat is the way I feel. I don ' t think 
you can gain a damned thing - jus t time wasted, and so 
forth and so on . That is the way l •feei. 

~nat do you feel , Bernie? 

COL.BERNSTEIN: I think you are going to run into a 
lot of difficulty with some of t l eae governments because 
they have been talking so much about this, already, and 
they h11ve already been printing t his stuff, and the British 
have been buil ding them up. 

I think you have got to expect to get t he same kind 
of cooperation out of the British on this problem that yo~ 
did on the rate of exchange. 'lhey wi ll undermine us on 
every point . 

H.M.JR: They wi l l undermine? 

COL. BhR!I~'TEIN : They will try to drive a wedge between 
you and same of t hese countr i es. I just wanted to ment ion 
it as a possibility. 

The other thing I think you want to neve in mind is 
perhaps in the poli tical side, or even the military side, 
there may be a certain amount of consultation going on 
already with some of these people . 

MR. ~RITE : Between the Brit ish, you mean, or t he 
American a? 

COL. BERNSTEIN : Even possibly the Americans. 

~R . WHITE: The British are discussing t hese t hings 
with th!'lll . 

.. 
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COL. BERNSTEIN : Not juat on the fiscal thing, but some 
of the other problems of occupation. The poli tical problema 
might even be bri nging them in. I unders t ood there was a 
difference of view on whet her to bring the Free French int o 
some of t he plans . 

13 

Mh. WHITE: I think that is true, but I think that it 
ia u.nquestionably a fact that they are in a st ronger posi-
tion politically when they have extended the money to you. "' .. 
The settlements have to be with them and the arrangements 
have to be with them, and the question is, is that imDortant , 
and do you want to give them that political strength before 
you decide which group to throw your weight behind? 

H.LI . JR: tlow, I am seeing the President Thursday morn­
ing. ~e are having this meeting t omorrow. We will get 
some kind of an agreement and I can show him the agenda 
and say, "This is the way I am doing, to make it easy, 
but i f in doing it this way, you want us to butter up any 
country by talking t o them, and so forth and so on, we 
are ready , but we t hink this is the quickest, most direct 
way, and one less complication." After all, he knows 
what is going on. I can show i t to him Thursday morning. 

YR. WHITE : That is all right ao far as currency goes. 

OOL. BER.IISTEIN : Before you pass currency, may I ask 
a question? Supposing you go into an area, either enemf 
or supposedly a friendly area, they have their own currency 
in circulation. Now, assuming there are adequate quanti­
ties there that we can us e--

YR. WHITE: i hat is a different story - very different . 
You are not dealing with government s . You are dealing with 
the Central Bank or a bank you acquire that currency from. 

COL. BERNSTEIN : I want to be aura I unders t and what the 
Secretary wants , what his vi ew would be on the handling of 
that local currency. Would he want to see t he A~ -

,if the Army could get it - walk into the Central Bank of 
"X" country and ley ita banda on a fJ.ock of a tuff - to use it 'l 
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H.M.JR: You know what the answer is - yes. 
' 

1\R. WHITE: Otherwise you would put that J.ocal currency 
at a discount, 

MR. BELL: We ought to get on a local currency basis 
as soon as we can. 

H.l!.JR: Now where is there such a situation , Colonel 
Bernstein? (Laughter) 

COL. BERNST!:IN : Spanish say, "QuUn sabe 'I" I just 
want to know. We may be lucky and find a few shiJ.l1ngs. 
(Laughter) 

H.M. JR: Did I nail him'/ (Laughter ) 

MR. WHITE : Another month and he will be quoting the 
Chinese philosophers. (Laughter) 

Lffi. BELL: You 
go in a country and 
prepared. 

create a very bad impreuion when you 
carry their own currency, especially 

H.J.I. JR: A bad impression? 

11Jt. BELL: Yes, 

H. W.JR: 'l'hat is what I think. That is what is going 
thr~ mf mind. You sit there and these fellows - you 
come out with nice crinkly new biJ.J.s--

l&R. BELL: I am thinking the same thing of the stuff 
we print down here, 

H.M.JR: No. · 

1ffi. BELL: ~hy not use American currency all the way 
through, then you ignore thnhoJ.e problem. 

llR. WHITE: Pretty expensive. 

14 
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H.M. JR: How is it expenaive'( 

J.U!. 'illliTE : Well, Yo-hat it meane 1e that a good deal 
of t hose dollars wil l never come back . They represent 
actual dollars. If you take in enemy territory, you can, 
after you go into local currency - you can acquire that 
local currency. You can get it on whatever terms you want 
to - either borrow it anc saddle the country with the 
e~penses, or you can make some later deal in which you give 
them part payment. You can make any kind of a fle~ble 
art•angement . If yoo go in and spend dollars - the Al'm¥, 
in a country like Italy, mi~t spend, before they are through 
with the occuiation, a bill~on dollars. Now, how much of 
that you shou d be able to force back, and how much you 
should be able to get away from the banks, is a different 
stoq. '1hose dollars represent purchasing power just like 
gold . 

H.M.JR: Now, wait a minute, Mr. White. We went into 
Africa; the l est I heard we took back forty million dol lars 
of our gold. 

MR. V.lUTE: V.e didn ' t get it back, but it is in t he 
banks . 

H.Y. JR: Well, we will get it back; we give them 
francs for it. 

MR. WHITE: No, dollars - credit . 

H.M. JR: Hut you could giTe them francs for it. 

MR. WHITE: No, wehan to get tha fran cs from somewhere. 

MR. BEU.: They gave ue,francs for it. 

MR. I'IHITE : That represent& dollar expenditure, as 
far ae we are concerned - money which they can spend. 

H.J~ . JR : Let me ar3t1e with that - with you, on t hat. 

15 
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Supposing i t goes up to a hundred million dollars -
a billion is a little higb. The re is a hundred million 
dollars in North Africa and we say - the Government comes 
to us and says, "Vie have this program; we want your advice 
on how to finance it. " 

Well, we say, "Before you go ahead with the plans, 
there is a hundred million dol.lars credit in North Africa"­
let them use that up first . 

~ WHITE: That is exactly wnat we are doing. They 
have that money, and they are requiring them to pay for 
lend- l ease goods, so you do get some back. Otherwise, 
you give it for nothing. 

H.M.JR: ' Let me continue. 

A bill ion dollars, you said, in I taly - the same 
thing would hol d true in Italy. 

So, again I give myself a ~ood mark when I sit around 
Vlith these experts. If you don t mlnd, Harry, I don't 
think your argument particularly holds water. 

Wk. ~]ITE : ne have examined that at great length. 
I mean, that question as to how much you could get back 
through these various devices. 

H.U.JR: I am veP1 pleased with myself. I am riding 
fo r a fall. (Laughter) 

li.R . \'illiTE : That point is one we spent a lot of time on. 
We felt this way, that you are bound to get some of the 
currency back . That was our justificat ion for using 
spearhead c~rency against a special currency - ~old seal 
currency. That is the way we convinced the Brit1sh it 
wouldn 't be expensi•e, because we ~ould get some of it back 
by charging them for the things we otherwise ~ould give them 
for nothing. I think the tasK is much more difficult. 

Once they are in the possession of large sums - in 
the f i rst place, not all of it will come back . That is one 
reason we ~ant the gold sea!. People will hoard it just as 
they are in North Afr ica. 

16 
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h . ~\ . JR: Are they? 

Mit. WHITE: Yes, they are beginning to - a.U gold 
seal : It is sti ll being used when francs aren' t availa~le . 
We are paying t he soldiers in gold seal dol lars and they 
are being hoarded. So they will be hoarded in every 
country you go in to. 

Some of it you may be able to force back, par ticularly 
if it is gold seal currency. We are hoping r.e wiJ.l be able 
to say in North Africa that after such and such a date 
these gold seals with this distinguishing mark "A" or "B" 
mus t be turned in by such a date or else it will not be 
good currency. 1hat will force it into the ~entral Bank -
most of it. 

Once you get it in to the ~entral Bank, whether you can 
get those countries to ~ay for the import s ,· fo r relief, 
as easily as you could 1f the decision were wholly yours 
and not theirs , i s the thing that gave us pause . 

I think that they ~ould end up with much more gold or 
dollars, or the equivalent of zold, if you use dollars 
right through. 

H.K. JR: I have got to go back, Harry, to what you 
said, What are n doing on lend-lease, now, in Africa? 

lffi. \',11ITE : Lend- l ease in North Africa? They have 
decided - not yet carried it through - to send the goods 
over there and sell them. 

H.M. JR: Has it been decided? 

1LR. WHITE: Yes, to sell them. Now, the only question 
that remains- -

H.M.JR: Who decided to sell them and not--

OOL. BERNSTEIN : Civilai n goode are being sold to 
North Afri ca. 

17 
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H.M. JH : Has t hat been decided? 

COL.BERNSTEIN : Yes, air. 

MR. WHITE: And t he money accumulates and 
over to the Treasur1 to turn over to the Army, 
francs that they get will supply our Army with 
we otherwi se ~ould have to buy. 

H.ll. JR: This is civilian goods? 

UR. ~.!liTE : Civilian only. 

will be turned 
So that the 

f rancs that 

H.M. JR: I didn 't know that. Who made tllat decisi on'( 

MR. WHITE : The Combined Board. 

H.M.JR: Let me ask you something else . Lehman told 
us we were so helpful in getting him a hundred mi llion 
pesetas - nobody told me about it . 

'! 
UR. WHITE : Yes, it wasn' t very importan t . I think 

you wi ll find it in the summary of the things 
that we did. lie have a summary every two weeks. 

H.li.JR: •ho gets it'f 

ltR. 'nHITE : You get it; Dan gets it . Dan gets a more 
comprehensive sWD!IIary. 

H.M. JR: I hAve never seen it. 

MR. WHITE: I have one on my desk this week. I will 
show it to yru and 'we wiH get you the back ones. I had 
to cut it down . ~e have to cut it down each time be-
cause it runs into twelve pages if we tell you a! ! the items , 
and I know you ~u!dn't read twelve pages . I t ry to cut 
1 t ib wn to the moat important - to three or four pages -
which means we cut out sane of the unimportant ones . But 
any quest iom you raise, we ~ould regard aa lmportant . 

18 
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H.M.JR: Then coming back again to the ~oint - I 
• don 't think the argument advanced against U8lng, first the 

gold seal and then a secondary Uni ted ~tates currency for 
fear of too many dol lars piling up, is such a good argu­
ment that we shouldn 't do t hat thing. 

MR. VJUTE: l're agree with that, but the thing we are 
against is usin3 only gold seal throughout the occupat ion; 
that, I say, would run into much too much money. 

H.M.JR: Do you {Bell) agreeY 

UR .• BELL: I was thinking of using it altogether 
and not putting out this other currency~-

H.M. JR: No, I think t hat t nat- -

MR. BELL: ---until your local government can supply it. 

H.M.JR: No, I think this is the war I feel - sort 
of in- between . As an in-between - tnat ~s the way I feel , 

MR. WHITE : I think t:e v.ould be subject to criticism if 
v,e f inanced the entire occupation of our forces, in ene1n1 
territory, particularly, and attempted to get it back 
later. There would be considerable difficulties and very 
expensive in countries like I taly and uermany. It might 
run into many billions. 

COL. BERNSTO:lll : The question of the lack of loca.l 
supply--

MR. ~HITE : That is where this will help the supply. 

OOL. BERNSTEIN: Also terms of amounts. 

MR. \'JIITE : Supplying local needs . 'fhat is, they may 
go into some territories, as in theoaae of Horth Africa -
llut for different reasons - where the amount of local currency 
needed for the dq- to-day bus in ess ie not enough because the 
retreating enemy has taken all the s tocks from the banks and 
there v.ouldn't be enough t o do busi.ness with. 

19 
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Now, you 110Uld han to replace that; lllld to replace 
that with dollar currency would be expensiTe. 

H.M.JR: Let ' s just for a minute aay, use gold seal 
and then special local currency. IIIith the gold seal we 
don't need any rate of exchange. 

l.I.H. \liHITE: Yes we do; that ie the next prob!ell. 
Vie have to establish a rate and the question ia raised 
~hether you are going to establish that rate with or with­
out any prior discussions with the goTernments. The 
British would like to haTe some preliminary exploratory~a­
cussiona with e~ch of the allied goTernments, getting their 
ideas, but not telling them. 

H.M.JR: Viho, from the british, han you talked that 
over with? 

MR. WHITE: Who have we talked to? 

H. M. JRt Yes. 

MR. WHITE: Phillips, Playfair, and one other chap 
who came onoe. 

H.W.JR: What have they got to say about itZ 

MR. \MITit They fee! that the &!!led governments in 
exile haT• been disoussing this prob!es for months and 
that tha7 haTe a reasonable right to exnect that the ques­
tion of rate will be one that will be dlscussed with thea. 

SeTerli of the government• aubmitted memoranda to ua -
the Dutch GoTernment and the Belgium - indicating that they 
would li~ to diaousa the rate before the rate is settled 
and not after. 

H.M. JRt Suppoaing r call up - I am in good shape on 
time - and eee i£ I can get Phl!!ipa over here now to 
talk to you on thia. 
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MR. 'I.HITE: Vie can tell you everything he sqs, and then 
you osn see him l ater. 

li .M.JR: I have something alae I want to use t his as 
an excuse for. Shall I tell him to bring Playfair with him? 

MR. WHITE : If you want to use it for an excuse, all 
right, but otherwise I thought it would be bett er to have a 
meeting and see what t ar and ~tate mean, and then tell them. 

lJJt. BELL: Ought to ~ave your meeting tomorrow first. 

H.II.JR: Do you think so? 

i!.'l. ~ldiTE: Yes, and find out what they want. 

H.1!.JR: 'uhat do the English want on rates? 

MR. WHITE: They. didn ' t specify rates . 1\'e didn ' t 
get to that stage . They said they would like preliminary 
discussions between the United ~tates, Britain , and the 
partic\•!ar country, each taken separately. 1'hey spoke of 
the discussions here, as welL Those will be expl oratory 
discussions to make those governments feel they have had 
an opportunity to tell you their views. 

H:Y.JR: It falls into two places. First we invade an 
ene~ oountry, so it ia just England and ourselves t hat 
settle t hat . 

If we invade a friendly country like Holland, then we 
are supposed to talk with Holland. 

MR. ~HITE : That is right. 

H.M. JR: Then that is up to whether t he military wants 
us to t a!k to them. 

MH. BELL: I would aay--

H.M.JR: who are you having here at nine tomorrow? 
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MR. WHITE: Tomorrow you are having Vlar and Navy 
and State, Treasury and BEW. • 

H.M. JR: Say it again - all except Navy. 

MR. ~~ITE: I think Patterson, with General ~arter, ia 
coming, Forrestal and Strauss, from the Navy, and Feia 
from the State. I don't know who he is bringing. Coe 
from BEW, and the Treasury, 

H.U.JR : Haven't we gone about aa far as - can you 
change this agenda for tomorrow? • 

lffi. WliiTE : There are just a couple of other points. 

COL. BERt15'I'EIN: I gather that your statement that it 
is O.K. if we find local currency to use i t includes that 
if we get local currency out side the area, as the British 
have in considerable quantity, we can , of course, use that. 

H.M. JR: After you once lBI1ded. 

OOL. BERNSTEIN: But for instance, they have large 
stocks of the currencies of a number--

H.U.JR: I said I didn ' t want to use it, say, for the 
first month. 

!tlR. \'MITE: They want to use it - they y;ant the 
privilege . 

H.M. JR: Who? 

MR. ~ITE: The British - as soon as they get it . 

H.M.JR: If they want to use it - that isn ' t what you 
asked me. 

COL. BERNSTEIN: Let me give t he case in concrete. 

H.!i.JR: Wake this a more practical one, will you 
please, Bernie? (Laughter) 
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COL. BERNSTEIN : Yes , sir. They have many billiona 
of f ranca, many billions of lira - l ocal Cl\rrency that 
is being used in t rance and in Italy right now. ~bey 
have that in their pockets . They aay when they go i n, t he 
first thing they ~ould like to use is those stocks that 
they have. 

H.M.Jlt: This is the "ngliah? 

COL. BERNSTEIN: Yes. They say you are welcome to 
something. Now, what is your attitude on the use of tnat? 

li .U. JR: I said that I don't 11ant to use i t at the 
firs t . I don't think we should, and I think it is a 
mistake for them to use it in the beginning . 

(The Secret ary held a telephone conn rsation Ylith 
!Ar. Dough ton • ) 

MR. WI!ITE : May I go over a Hat of what the british 
say they have, which brings home his point? • 

They have some lira, but not very much, but t hey can 
get and are expect ing to get six hundred and fifty million 
lira from bast Africa and Libya. '!'hose lira are in 
circulation. They are old lira, so soma, or most of them, 
m11 be in banks. They expect to replace those lira with a 
apeoial currency of their own ~hich raises another queation 
I wan t to take up later - but they wi l l get those lira. 

H.M. JR: Let ' s move a little faster, Harry. 

MR. ~HITE : The problem needa this much attention 
becauaa I think you were thinking of currency whi ch they 
~ould use- that t hey arranged wi th the Belgian govern­
ment or the Vutch government to usa - whi ch is new currency. 

They also have in mind ~sing cur rency which somehow 
or other they have got hol d of - franca that have been in 
circulation i n rrance. They have got fi ve and a half 
billion francs. These are old francs; they may l ook new, 
but they are old issues. 
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Does your view extend to the use of such franca aa 
we!! as to new franca which may be published? 

H.M.JR: I think this, that whan the tn&lish and 
ourselves go into this thing, that in the beginning we 
should use our own ourrency and not the currency of the 
country, because I think they are going t o be suspicioue 
of us . There will be plenty of time to use t he six .hundred 
and fifty mi!lion doHars' worth of lira the second or 
third month. 'fhey will be t here for a couple of years . 
They can use that stuff up. 

The immediate reaction of the local fellow wil! be, 
first , he will like the U. S. currency, that has U. S. 
Goyernment on it , no matter what alee he says ; second, 
he will take the british ; and,third, he will take his 
own currency last because he has seen that thing dwindle 
and dwindle in purchasing power. 

Does anybody diffe r on t hat? 

AUR. BELL: I would use that currency short ly after­
wards. I wouldp ' t care for a little period ~ere you could 
use the American dollar, but I don' t see any reason why not 
use that lira or those francs they have accumulated maybe 
the second or thl rd week . 

I would wait until they are estab.l.iahed. You go into 
Italy and will be two to five years straightening t hem 
out. So the li ra they have is chicken feed , and may last 
a month or h1o, so "Why worry'J 

H.M. JR: I l ook on thi s thing - if we gat into one 
of these countries - I am not t u.ldng about North AI"r ica - ­
but if you get into ~uropa this year, the Uni ted ~atea 
GoYernment .tl! be in there a miniaum of three years - and 
nearer fin - pa,ylng the billa and so any .J.itt!e thing 
that they pi cked up, and all that sort of stuff--

YR. BH. L1 They can certainly use i t subsequently; 
they wou!dn ' t have to use it immediately. 
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H.M.JR: That is all I am 111ins. 

MR. V.HITE: I think I agree with you, l>lr. Secretary. 

H.M.JRi ~xcuse me? 

).IR. WHITE: I think I agree with yru . 

!!.!!. JR: Not because I am rushing you? 

J.!lt. WHITE: I think that ' is true; there ;,ill be amde 
opportunity, and the decision can be made then. -

25 

You won ' t be rushed. You can make• a decision one month, 
two months, three months after, as the situation looks then, 
which currency shall be used. By the decisions now yru 
v.i!l be prevared with adequate amounts of the other currency 
and you won t discuss this matter with any of the countries 
until you want to discuss t his exchange rate. 

You wi ll come in there prepared with ade~uate amounts 
of gold seal to go into the local currency wh~ch you have 
had. &fter that you can decide whether yru want to con­
tinue to uae the apecial local currency or any other local 
currency you may have available - a decision that can be 
made on the ground at that time without any loss and with 
pouibly aou adnntage. . 

liR. IDXR>RD: Mr. ~cretary , supposing- the B:itish 
say, as they may, "We don ' t want to use our sterllD~ note 
u a spearhead currency. • Then they say, "VIe are mHing to 
use the Italian lira - the genuine lira." Do we have any 
objection if they want to do that? 

H.M. JR: I would rai se an objection. 

MR. v.HITE: They definitely do want to use that local 
currency. 

H.!A. JR: After all, the J.aat time n went through 
this thing they wan t ed us to use their military notes . 
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We said, "No, v1e will use ours , " and 'We did . They used, 
didn ' ·t they, their mill tary'i 

HR. WJUTE: Yes . It went to a discount . Their Ollll 

soldiers didn ' t like it. Taylor, back here yesterday, said 
there were all kinds of disparaging r emarks and they with­
drew it very quickly. They got hold of local francs, but 
we are not able to get hold of them. 

26 

COL. BEkNSTEIN : \',e do in the u me ar ea. The only ·• 
question is, in an area where the British a r•e n ' t using it--

YH. iHITE: Suf fice to say, they wi t hdrew t heirs very 
quickly because of the dislike, compared to U. S. dollars , 
of the B. M.!. notes. Th.ey are wholly aware of that. 
That is why this time they want to try to convince us not 
to use U. S. dollars, but somethi ng comparable r. ith their 
B.M.A. 

H.M.JR: The thing is the amount of sterling they have 
al! over the v;orld. 

lrUt. VJI ITE : This is a claim on t heir s te1•ling bal ances 
insofar as t hey can' t get it back, and t hey can afford t o 
be less generous t han we can in that r espect. 

MR. BELL: You mean doHar bu.ances'f 

li.R. 1\HITE: It is the same . 

One further point and that is ali . 

They want to withdraw--

H.Il . JR: 'Who ia this "they"? 

MR. Vd!ITE: f'he llri tish want to withdraw the lira 
from Libya to provide them with lira, but they want to 
replace the lira in ci rcUlation with B.M. A. sterling notes. 

The esaence of the problem i a, they are taking .Lira out 
and they are putting sterling in a country which has bePn 
conquered. Now, it has only political implicat ions. 
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H.M. JR: I don't t hink i t is any of our business . 

MR. 1\HITE: You mean '" don't care l'lhat t hey do in 
Lib! a? It isn' t a joint enterprise? 

H.L!. JR: No. In Libya•( 

UR. \'U!ITE : Vie thou,ght i t us a political problem. 
I asked the :itate J.lepartment to react. 

H.M.JR: I don't see why. 

LIR. IIHITE: Their reaction was - they calJ.ed me up 
yesterday ana ga•e me an answer, but they misunderstood 
the problem, so they are going to re-examine it. 

I think there is a political consideration there -
no t important to us - but here is the first country that 
nas been - important country tha t bas been taken over, and 
they are put ting sterli ng in as a unit of currency. 

J.!R. BELL : llhich might indicat e the government 
to follow. 

l.IR. \\HITE: That is right . In ot11er words , suppose we 
went into Nor th africa and put dollars in; I think they 
would holler blue murder. 

I don't think it is importAnt, but I do think it i a 
a mat ter of partly political - mostly political, and to 
some extent broader econo.mic quest i ons of colonies and so 
on, after the l'lar . 

H.M. JR: Well , raise it at the end of the meeting 
tomorrow, as the last thing. 

MR. BELL: I don't see why they don ' t leave the lira 
alone and put a rate of exchange there and l et t he question 
be settl ed at the peace table. 
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MR. WHITE: They claim they need the lira to go into 
Italy. If you use this other stuff, they will have lese 
excuse to do that . 

H.M.JR: It is a phoney, but l think a thing l ike that 
would be of int erest to the Yresident. 

!.llt. \1,1! ITE: I think so, although he would saq-­

H.M.JR: I think he "ould be i nterested. 

ILR. WHITE: •le ought not to include their motives be­
cause we don't know. lhey say they need the lira and could 
use the J.ira: If they pick up that lira, they have to re­
pl ace it with something. !here are many things besides 
sterling, but that is the e.asiest. They could repJ.ace it 
with a North African lira, or some other special name -
United Nations lira. 

H.M.JR: All right. 
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Treaaury Depa..-nt 
Varoh .)0, 1943. 

)!D(ORA!IIDII RE!lA!q!INO IN\1ASION AND OCCUPATIO!! CURJW!CIES 

There 1a eutloitted tor COMi cleretiDn the following Treaauzy recOE>ODcle­
tiDna and. ..-ry ot the *'"' iaportant conaidaratiDna covamillg these 
re-nclations on e011e or the problCII ot i.nvuion and occupation eurrenciea. 

1. In the i.nvaaion atase the llnited States &nliee should uae regul.ar United 
States currency with a Y!llow ••&1 and eome other llinor diatiDguiehing 

!!!:1!.· 
(a) No other type of currency can be expected to be aa eagerly accepted 

by tbe local population. 

(b) The additional expenae of woin& regular dollar currency instead ot 
.opecial dollar currency 11DIIld not naceaaarily oe ereat. Part or 
.oat of tne coats ot occupat ion can in atJ.1 case be ahifted to the 
local population later it desired. 

(c) A diatinctive mark could pemit the iaoletiDn o! the currency ahould 
it !all into e~ banda end &lao prevent int.l.ux into tbe area ot 
loot ed dollar currency already in the banda of the .,.,_., 

(d) Ware tbe United States to u.oo a speaial eurrency with the • ore! 
"dollat« on it which it did not intend to red& .. eventually a t par, 
it lligbt aeem to aome people to be reaort1na to unethical and die­
honorable practices unwortb;y of a great republic. 

2. The beat currenc;y !or the occupation stage 1a a Cl.lrr&nSf daaipted rn 
local nn1 t.o and aa quiek1;r ... possible tbe mitt ahould be .. de t'roa 
reavJ.ar l!nited States dollar curranc;y to local eurrengy. 

(a ) Oraat inconvenience and probable increased eco~c diaorder will 
raault to tbe local populace end aeon~ trom having in woe a 
local currency aa wall ao currencies de signa tad in dollars and 
aterlin&. 

(b) 'lbAI continued uaa of reauJ.ar United States currency alongside local 
currency would result in black aarketa in 'IIIlich the marloot rates 
ot exchange are 11ka}J< to be .oro t'avorabla tban the decreed rata. 
Unlaaa tbe eJ<challce rata ,.. ... repeatedly chanpd, tbe diacrepaney 
blttore... the decreed rate and tbe black aarket rata 11DIIld conhee 
and. irritate the aoldiera and A:rrt¥ tinan011 otticere. 

(c) 1he sooner the local currency- ia introduced, tbe leas dollara 
will ha.,. to be apant by tbe invadina am.1ea and tbe aubaequont 
problem ot adjla~t o! costa udo easier. 
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3. Staea should be taken i.llmod1&t.el;y t.o provide adequate supplies of 
currencies designat-ed in tanns ol' local units t.o be aYailable 'Oilen 

~· 
(a) '!he Treasury shou.ld iaM<Iiataly prepare aubetant1&1 atock.s of 

spee1ally prepared blanlc currency with the le&end and denocination 
to be tilled in imladiatel,y attar the invasion baa be8W' (for 
security reasons). 

(b) ~>ucb currency should not resanble outstendl.ni local currency and 
should bear the following legend •United States Military Authority•. 
The same basic design should be used for all countries with 
variations confined to color, denomination, etc . 

(c) By ~:~eane of the photo-offset process such blank currencies oollld 
be produced by the Treasury in sufficient quntitiee within a 
110nth or so att.er the Bureau is gi Yen the green ligbt.. !be blanlc 
currency can then be ccepleted and dalinr1ee becun within a t cnr 
days art.er the invasi on baa started. 

4. The British should be ursed to pursue the same procedure aa the 1Jn1ted 
States does, u:cept that 

(a) The British will use Bri't.ish J.lilitary Authority Sterll.ni notes 
(B.Joi.A. notes) instead of u.s. yellow seal currency aa their 
•spearhead• currenqy. B· II·A· notes will be tied t.o the dollar 
at the rata ot 4 to 1 &lXI ude 1ntarehangeable with the dollar 
just aa was the casa in North Africa, 

(b) A supply ot local currency beari.ng the leaend •British lolll1tary 
Authority" will be prepared for the British on the eame basil ae 
that described 1n peres reph (3) above. 

5. 1/o discueeione should be held with the Allied sovemJDenta preparat-ory 
to invasion dealing with either the supplY of currencY or rates ot 
uchange , but each one of the Allied n.ationa should be asked to submit 
a IIUOrandllll t.o the u.s. and British govemJDenta setting forth their 
views of an appropriate u:chanse rate to be adopted at the tiloe of 
inYUion of their respecti Y& countries. 

Britieb Views 

!be Britiah strongly dsaire that we use a special llilitary nota instead 
ot the y.llow seal currenqy durini tbe 1nit1&1 period ot 1n .. eion and that 
local currencies of 1nvaclecl areas already anilabla 1n LOndon, or 1n the 
process ot be1ni ll&da aY&ilable, should be used durin& the initial period 
ot invasion .Uerever possible. 
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I!MJr: 

Opera tor : 

I!MJr: 

Robert 
Dough t on: 

IIKJr: 

D: 

IIKJr: 

D: 

I!MJr: 

D: 

I!MJr : 

D:. 

HMJr: 

D: 

Hello. 

Mr. Daughton. 

Hello. 

Marob )0, 1943 
10:18 a.m. 

All right. Who's thief 

This i s Henr y Morgenthau. 

All right, Henry. Hov are you? 

I 1m tine. I - I - '.rou eay you're getting 
along fine up there I hear. 

Well, we're doing the belt ve can. We ' ve got­
we're up against all kinde o f d1fficult1es we 
oughtn' t to be up against up here. The 
leader. - Houee leaderehip 1n place of helping 
us 1s trying to undermine us all the time. 

Well , I ' - I got a message to the President last 
night, and he 1 & going to talk to Sam Rayburn 
the minute he gets ln. 

Well, Sam's her e . He's in hie office now or 
around there. He came in this morning on the 
seven . ..• 

Well, I'm- well, the President said that he'd 
talk to him the very first thing . 

Well, if ve don't get eomething done, you know, 
if - if leaderahipe are going t o keep tryin~ to 
defeat ua and sabotage our bill, why, there s 
no uee working on wi th i t. 

No , well - but what the Preel~ent was going to 
tell Sam - "No oompr omiee. Just ge t behind 
Dough ton. • 

Vell,now that's the thing to do. Because if 
that would go baok, we'd get ue - ve can't -
the.r can't adopt a compromise nov. If ve do , 
we've got to get together and work it out 
behind the ecenee. 
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HMJr: 

D: 

HMJr: 

D: 

- 2 -

No. 

Later on, you know, but you can't do it now 
and admitting lt, by talking compromise all 
the time, that you're either beat or that 
there's something wrong With your bill. 

Sure. 

That's what J ohn's been doing all the time. 
The whip's doing us no good and no t trying to 
help us. 

Well, the message I got to him was that - to 
get bold or - o f McCormack and Ramepeck and 
tell them "No comprom.iee. • 

Well, that's fine . I thank you, Henry. 

When do you start the di scus si on today? 

Well, today at twelve o 'clock on the - under 
the five-minute rule on the Rum! - on the Ruml­
Carlson amendment. 

Well, now bow - how many - how - will that run 
today and t omorrow? 

Probably run today anyhow, because I understand 
there'll be a do zen amendments o ffered t o 
that. 

Yea. 

And 1f we beP. t that - orobably all day - that' a 
where the big oontr overey ia, you know, and 
if we beat that, why, they'll come with some­
thing else. That'e time enough t o talk about 
a compromise, if we're ready to talk about it 
at all , not in the newspaper• -after we get 
the Ruml ~lan beat. 

Yeah, well, when- how many more days do you 
think this .v111 go t 

Oh, I think it wil l g~ aay, t omorrow and ooe­
si bly Thursday. 
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I eee, I see. 

Yeah. That 's what I think. Anyhow today - it'll 
be today and tomorrow. 

Right. 

We'll keep you informed. 

Do the t. 

I do thank you f or your i nterest and I a pprecia te 
it. 

Now if - if - and i f you hear anything fr om the 
Speaker and he indic~ tee how he- he's going to 
a ct, I wish you'd let me know. 

I will, and I'm going t o try t o get in touch with 
h im. I lef t a cal l . for him awhile ago, and I 
guess he was a t breakfaat. I'm going to put 
ano ther call in f or him. I l eft word f or him t o 
call me back . 

Because •. . . 

I imagine he's having a talk wi th John. Do you 
know whether the President haa got hold or J ohn 
yet or not? 

Uh •••• 

Was he going to tell h i m •no compr omise• or Just 
t ell the Speaker? 

He was going to tell the Speaker. 

Well. .•• 

No compromise. 

Well, that 's fine, and I thank you. I' ll l e t 
you know Just as eoon aa I find out anything, 
Henry. 

Let - l et me know because I want to make eure· 
that they got through to him. 
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All right. 

See? 
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Thank you and thank you. 

Goodbye. 

Goodbye. 

• . 
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"5EC01'; D WAR LOAN'' SPEEQI 

Present : Mr . Gaston 
U:r . Odegard 
Mr. Mager 
1/.r. Mu rphy 

!.!arch 30, 1943 
11:10 a .m. 

(~' r . Odegard read speech, copy attached .) 

H. L J R: I think it is very good. 

t:R . ODEGARD: I think it is too lono;, !.! r . Secretary. 

H . ~ •. JR : For the first draft, it is as good as I 
have ever received. 

UR. ODEGARD : Thank you . 

ILIJ.JR: You didn' t ge t as tough as I suggested, 
though, wi th the people a bout their money . 

MR. ODEGARD : I didn ' t quite know how to do it 
without getting too blunt. 

H.M. JR: why not be bl unt with them? 

l!R. ODEGARD: I am prone to avoid scolding or seem­
ing to scold people. 

H. M.JR: You didn ' t say much about Jefferson . You 
used John Paul Jones . You don ' t think that is too 
hackneyed? 

MR. ODEGARD: John Paul Jones'/ 

H. !.I , JR : I mean using him--

tm. OOEGARD: V1e can cut t hat all out if you v.ant . 
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H.U.JR: No, I like it . I just wondered if anybody ­
no, I like it . 

CR. ODEGARD: I think t here ie a little bit too much 
on i nflation at the end . That is my feeling . 

&'k. MAGER : I t hought you were saying the t it wasn 't 
tough enough. I think it is a little too canplacent, too . 
I think it is too complacent on the subject of inflation . 
I don't say that the handling of it isn't satisfactory, 
Peter; •;hat I am saying is that I think it should be a 
he!l of e lot stronger . 

t:R. ODE11ARD: On i nflation? 

l:R. D.GER : Yes, what we discussed yesterday. 

llR. ODEGARD: I think that would be true, Harold, 
if it were a differen t kind of a meeting, but I don't 
think tha t you can - you haven't the time in a speech 
like this to do anything with inflation . 

H.I.: . JR: You can do about eleven hundred and f i fty 
words . 

l.'R. ODE::ARD: Yes, J OU csn do, I think-­

l'R. GASTOl4 : How long is t his to be'? 

H . M. JR : Ten mi nutes . 

MR. ODEGARD: Ted told me tul ve, 'II hi ch woula make 
it about fourteen hundred words . 

MR. f:ASTON : I think it can be toughened up a !i ttle 
bit . The r e i s one t hing - I wouldn' t use the expression, 
"This isn ' t going t o be hard to do." 

MR. ODEGARD: I t hink that is right . 

!fR. GASTON : I think I would tell them the t it is 
going to be herd to do . Ne expect them to do something 
tha t isn ' t easy. 
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MR. ODSGARD: I think that is right. 

H.M. JR: How many v.ords did you say'l 

MR. ODEGARD: Twelve minutes . 

MR. GASTON : He said fourteen hundred. 

~R . ODEGARD: I checked and v.as told that you spoke 
at a rate of al:out one hundred and tv.enty v.ords a minute . 

UR. GASTON : 'That would be fow- teen hundred and 
f orty . 

H.r . JR: It isn 't fini shed being typed yet? 

~!R . ODEGARD: No . There is just a palfl! that hasn' t 
been typed . 

H.!t . JR: Why don ' t we do this - give each one of us 
a copy . You are goi ng nome tomorrow night? 

YR. ODEGARD: No, I am not P.oing ho.ne until Sunday. 

ll.: . J R: You have chanyed. Do you f eel all right? 

!tR. ODEGARD: No, I don 't feel all ri ght, but I 
t nought--

H. L" . JR: Why are you po!tponing it? 

MR. ODEGARD: Because I have a lot of thin5s tlla t 
have to be done . I thought I woul d ge t those ou t of tne 
way, end then I could r elax when I got home . 

H.M.JR: Let' s say three o' clock tanorrow after noon. 
I don 't think it i s sharp enough. I don't think you have 
to scol d , but- -

IJR.I.!AGER: !Jy feeli ng about it is that Peter says 
it very ull, as only he can say, t he thin!"s that have 
been said , for the most part ; and I think the situation 

17 

Regraded Unclassified



colls for something more than a repetition - repetition, 
especially, by the Secretary of the Treasury, repetition 
of things that have been said . 

Let ' s tell them that inflation isn't something in 
the future; it is sanething that is here . It can be 
done, ana l'.ha t we have to do is save the situation. 

L'R. ODWARD: No . I don't think so on this occa­
sion, Harold . All of our reports, ~ithout exception, 
show that the relation between the individual buying 
bends and his w:>rry about inflation is nil, ano if you 
are trying to sell bonds--

L.R. 10! GER: !lay be that is why they are buying, 
though. 

MR. ODEGARD: I don't think that is right . I don't 
thi nk that is right for a number of reasons . In the first 
place , if that were true, if an awareness of the r elation 
between bonds and inflation v.ould step up bond purchases , 
then Jimmy Pyrnes ' office at the ~bite House ought to be 
buying more bonds than anybody . But their record is about 
as poor as any in the r,overnment. 

L'R. I.:AGER : You mean the people in the service them­
selves? I wouldn 't generalize for those people . 

H .~ . JR : Viliat went through my mind is this, gentlemen. 
You said--

Mn. ODEGARD: I said, "Up to recent months we have 
been fighting the war on our accumulated fat ." 

H.l.l . JR: But you say that up to now we have been sort 
of living off our fa t and we had to wait until we got the 
gooos, and Russia, China, and Enr,land have saved the 
situa tion and now we are going to go in and f i ght, which 
is all right . It is true, but what I don't think - I mean, 
either that this is goinG to be a speech on inflation, and 
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one of the ways to stop inflation is to buy war bonds, 
and pour it on, or just sort of say a little bit about 
inflation . I don ' t think it is enough. That is my 
criticism. 

MR. ODEGARD : I think you are right . You either 
have to devote the wbole speech to inflation or--

H.l! .JR: I doo't T.lillt to talk on infl ation. I 
don 't think that should be the keynote . I ouJht to set 
the tone for the whole drive. I don 't think it should 
be an anti - inflation drive for the three ~eeks in April. 

UR. GASTON : That is no argument to sell bonds . 
The arcuments are that we need the money; you have to 
pu t your dollars to 1·-ork . That is your share in t hi s 
thinv , to supply the dollars . 

(M r . L:u rphy entered the conference . ) 

H.M. JR: Henry, you are going to get a copy of a 
very good first dra'ft that Odegard has done . I want 
you to help on this . 

1~ . ODEGARD: That doe~n ' t mean , harold, that I 
don ' t agree with you . 

P. .U. JR: I just don't think in settin£ the tone 
of this speech - they ~ill look to me - should be as 
thou6h we are going out on inflation . 

I think, personally, the keynote ahoula be much 
more, that more people should buy, that everybody should 
buy . 

MR. r.ASTON: And they should deprive themselves of 
something . This i s more than a "len t ." If you are not 
undergoing some real, personal sacrifice to buy bonds 
you are not doing your part • 

.LlR. 1/.AGF.R: I agree with you completely. All I say 
is this, that I think the references to inflation should 
be a little sharper than they are . 
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H," , ,TR: Or none at all. 

KR. l!.!iGER: Or none at all. That is, i t should be 
a little more realistic . 

H. ll.Jk: I don't think in fourteen hundred words I 
can F et up - I am supposed to be a salesman on that night. 
I am supposed to insplre lhese people, and peopl e all over, 

. t o go out and sell bonds . And I am not going to lecture 
t o t hem . 

This is selling ~uller brushes, see, and vben a man 
comes in and gets his foot in the door he is not going to 
start arguing abrut anything 'f.itb the woman except to buy 
a brush . That is '.hat I am doing on that night . I 'f.ant 
something i n there r. hl cn will kind of lift them off' tneir 
seate and get a little applause , 

1he only place for applause is when I talk about China 
and Russia and England holdin ~ the fort . I will get some 
support f r om s~npethizers . Otherwise there is no r oom for 
applause . 

It has to be a little more dema gogic . There is no 
hoopla . I want to wave the fla g. I m~an , I want to arouse 
the audience . There is no hoopl~ in this thing. 

I am going before the country a s a salesman and say, 
"llov. , come on, people, get busy. You are getting thirty­
two ounces of meat i n this country, and En;lend is only 
getting sixteen ounces . .. hat are you beefing al:out? You 
are just twice as well off as they are . You don 't know, 
you haven't been hurt one bit." The t is what I want to 
say to these people . 

"Now, don't sit beck there . You have twice as much 
rneat; you have twi ce as much but ter as they have in these 
countries . You peopl e don ' t knov. what it is . (,e don 't 
know 11e are at 11ar because we have got two ~rest big 
oceana on either side . ~e don't know there 1s a war 
unless we happen to have had a relative wno has lost his 
life, You people sit here in these nice comfortable 
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chair s, and so forth, and we are all so happy. You 
ought to get down otJ your knees and thank the Lord for 
the thing . 

"And when this war is over the chances are nine out 
of ten that this country won't be hurt ~hysically one 
bit; and this thing that you are invest1ng in , the invest­
ment will still be here. And look at the other countries ." 

I 8111 go ing to repeat it. "I ought not to be here 
begging you, and I am not begging you . This is a 
pr i vilege. I am not beggin~ you to do this tning. This 
is a privilege that every man, woman end child should 
avail themselves of, an investment in the United States; 
and the chances are nine out oJ ten it ~ill be here 
intact, undamaged, except that our productivity will be 
increased two or three hundred times. The machinery and 
all the rest of the stuff is here . And every dollar we 
borrow fran you, ;,e borrow it and pay it back to you ." 

MR. GASTON : It wi 11 be here if i'OU think it v;orth 
whi'le to have it here - if you think 1t worth while. 

L\R. ODEGARD: I rather think you may run a risk 
there, Mr. Secretary, in that line - done exactly that 
way. I think that it wo uldn't be too gracious on the 
part of the Secretary oi' the Treasury of the United States 
to give the appearance of taking satisfaction out of the 
fact that we are removed from the battlefront . 

H.W.JR: I am not - I 8111 not taking satisfaction. 

Let me put it another way. "What am I asking of 
the people of the United States - you people who really 
haven ' t had to give up anything? I am asking you to 
invest in a physical property. The chances are nine out 
of ten it 'li. 11 be here, intact, when this war is over, 
as againat the Minister of Finance in England, vffio has 
all the other things - and the things that make them 
over there invest twice as qui ck are ~hen a town is 
bombed." 
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I.IR. 1\AGER : That is just the point. That is not a 
selling argument. 

H.I.I.JR: Yes . 

MR. 1V<GER: No, nor is i t a hoopla thing. 

H.M. JR: I don ' t agree with you . After all, if I 
am telling you - the difference is, I am telling them 
that this is something ~hich will be here as a going 
concern when this war is over as agains t going out to 
borrow money for a factory wbi ch bee burned do'IUI, and I 
have to rebuild the factory. 

MR. MAGER: It sounds mercenary, not patriotic 
enough a e 111 appeal. 

H.M.JR: Well, think it over . It is mercenary. 
But that is what I am being. Jf you t hink it is too 
much the Yankee saying, "This i s a good deal , it is a 
good bargain"--

MR. MAGER: It is horse t rading. I don't think 
you ought to appeal to peopl e that way. 

H • .II . JR: Well , don't forget that the Sunday before 
Brown announced they ~ouldn 't arrest anlbody who went 
out witn his car, on our parkway there were thirty-eight 
cars which passed in one hour, checked by the State 
police; and t bs Sunday after there were two hundred and 
seventy-eight that went by the same spot in the same 
hour. So the American public - well, they are what 
they ere. 

MR. GASTON : You saw the Department of Commerce 
figures for consumer expenditures in the last year . 
1941 was a record, some eeventy-t~o billions; and 1942 
went to eighty- three billions. 

MR. ODEGARD: Of course that should be reduced 
because--
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MR. GASTON: I know, but allowing for increase in 
the level, it is the highest level ever . OVer here at 
Garflnckel's for some time past they have been giving 
out numbers to the women who come in to buy dresses; 
the cro,ld has been so heavy that they are giving out 
numbers to them . 

H.11.JR: I am willin~ to go on that front . 
not going to say we haven t been bombed and are 
going to be bombed if you people decide against 

I.!R. <DEGARD: You can put that idea in , 

I am 
not 
it. 

UR. GASTON : The idea ie it is going to be here 
for you if you think it worth while to save it for 
yourself, by doing what is necessary to protect it . 

H.M. JR: I am throwing it out, that is all. But, 
frmkly , I just want some hoopla . I want sane flag­
waving. I would like at the end of the thing, i f I 
could, to get them lifted up in their seats . 

MR. ODEGARD: Some red fire'l (Laughter) 

KR . GASTON : It would also be desirable to have a 
newa point, if you could get one in , 

H.U.JR: Very desirable, and there is no news in 
that speech . 

UR. GASTON: If we had something in the way of 
statistics or figures, an announcement about Treasury 
operations, that you could put in there, that will make 
s news lead. 

MR. MAGER: You could use, if you wanted to reveal 
it , the extent of savings in '43. I don•i think that 
has ever been revealed. I spoke to Henry about that 
this morning. 

MR. MURPHY : The SEC has published figures. You 
mean the extent of estimated savings? 
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MR. MAGER: Yes , for '43, and use that as an 
argument to get in the money, 

MR . !JURPHY : Paul has used this forty-five- billion­
dollar figu re, of course . 

MR . ODEGARD: Mr . Secretary, there are two schools 
of t hought . 

H.M. JR: Excuse me, if Paul used i t, it hasn't 
gotten across . 

l!R. <D EGA RD: There are two schools of thought 
about this , I personally do not agree with the idea of 
red fire on this occasion . I t hink that whet I would do ­
well, the kind of speech I am r oing to make at Har tford 
is going to heve no red fire in it at all. I am going 
to try to spell out step by step the financial needs of 
the Government of the United Sta tes at this time, 

H.M.JR: Well now, Peter, I want some red fire . 

MR. ODEGARD: And translate that in terms of- ­

H.M.JR: I want same red fire. 

MR. GASTON : I think you should heve it . 

UR. ODEGARD: It is the easiest thing in the world 
to get. 

H.M.JR: I want some. The tenor of the speech is 
too even. 

!lR, ODEGARD: I mean it to be so. 

H.M.JR: Is what I call hoopla and what you call 
red fi r e - is that the same thing? (Laughter) 

MR. ODEGARD: Yes , 

MR. GASTON : Blood and guts, too. (Laughter) 

' 
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H .~ . JR: Blood and guts, too. I would like a little 
of the 1940-41 Churchill - I mean that spirit . 

~'lt . ODEGARD : You can have that all right . The 
question is, when you ~et that sort of thing it has very 
l ittle lasting effect . It is just like froth. 

HX. JR: That is all right . 

45 

1'R, ODEGARD: It has no value. It you get something •• 
that people will think about--

H.M.JR : No, I am no t in that mood. 

~:n . GASTOr. : Peter belongs to the wing of the church 
v.hich doesn't believe in revivals. (Laughter ) 

MH. ODEGARD: I do . In fact, I have written in 
defense of revivals. '(Laughter) 

H.hf.JR: Well th~, I v1ould J.ike a little Billy 
Sunday, that is what r\\ant . 1'hat is the mood I am in, 
and this has got to be me . I \\•nt a little Billy Sunday. 

lilR. GASTON: I think this is the spot fo r it . 

!.!R. ODEGARD: You don' t knO\\ what Green or Murray 
are going to say. 

H.K.JR: That doesn't make any difference. I want 
a little Billy SUnday . 

I tell you what you do eo that we get this thing. 
I will say three o'clock tomorrow . 

How would you suggest th&t this be done under 
pressure? 

MR. ODEGARD: I would suggest t hat I get copies 
of this to Harold and Henry and Herbert. 
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H. L: .JR: Could you call a meetin g tomorrow morning 
in your office, the first thing? 

MR. GASTON : Yes, only the thing that is called 
for now is some writing - some rewritin g. 

H.![. JR: How v.ould you suggest we proceed? 

UR. GASTON : I think Peter ~ants to go ahead and do 
that , don 't you , Peter? 

MR. ODEGARD: Yes, I can . 

H.l'. JR: Aren't you fellows going to make some 
suggestions? 

WR . GASTON: Yes, we are . 

L~ . WAGER: Ne can hold a meeting. 

H.M. JR: I want you f ellows to get together before 
I see you again, definitely . Herbert? 

MR. GASTQ'l : Right . 

H. ll.. JR: You had better set the lime now. Other­
wise you won't do it. 

!JR. ODEGARD: Let me ge t this around to than right 
a~ay . I will get it ~ithin the next half hour . 

MR. GASTON: \\hat time are we going to 1m et 
tomorrow? 

H.M.JR: Three o'clock '1 1th me . 

!IR. <DEGARD: We cculd meet in the morning . 

MR. GASTON: I have a meetin~ scheduled with these 
CPA fellows tomorrow morning. 

H .II. . JR: Call that off. \'.1\a t time is it? 
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11R. f-ASTON: For ten o ' clock . 

H.M.JR: How l ong will that lest? 
do il at nine-fifteen? 

1/ny don't you 

~m . GASTON : We can do it al nire- fifteen . 

H .M.~ A little blood and thunder, and a litt le 
hoopla, that is the mood I am in . (Laughter) 

MR. ODEGARD: That is fun , Mr. Secretary . 

~R . GASTO~: We have to think about a news point , 
l!eybe we can dope ou t something . 

H. U. JR: I want a little fun . (Laughter) 

MR. MAGER : Nothing would be new nov. . You have to 
wait for the last minute for that stuff, unless you give 
savings figures . 

MR. MURPHY: They are very tricky kinds of things. 

H.V.JR: Wbat is that? 

MR. AffiRF!IY: Savings figures . 

H.V. JR : I want a little fun . I want to step out 
of character . 

l!R. ODEGARD: This is a rather interesting thing. 
The only careful study that has been made, to my 
knowledge, of the relation between wha t is known as 
·~sycbic tension," which is another word for ''morale" -
ano t her word for "morale" end "news" - bas been made 
at Syracuse University . It shows the rather interesting 
result, in that the very best results, fran the point 
of view of i ncreased tension, come when people are 
confronted with news of disaster and retreat, when you 
ere u.nder fi r e. News of trlUJDph end news of victories 
tend toward a relaxation of effort. 
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Yet in the face of that you get some edicts as 
this coming from the lbite House, I understand, that we 
are not to talk about our defeats, we are not to co~­
menorate Bataan, for example, because i t was a defeat. 
I am just a little bewildered as to--

HJI. JR: What do you mean, White House edicts? I 
haven ' t heard any edicts. 

UR. ODEGARD: I haven't, either, except by in­
di rection. Mrs . Voreenthau just called me before I came 
in here and wanted to know if that meant this Brooklyn 
thing was off . I said that so far aa I knew we had had 
no direc tion of that kind and thal we would go on with 
it. 

H.M.JR: I don ' t know what she means . Well, I 
haven ' t been to Syracuse University and I haven't seen 
their report, but I know that when a town is bombed in 
England the sales go on up. I know that Hawaii and 
Alaska and the West Coast did better than anybody else 
in our early da)S. 

MR. ODEGARD: I think that is right. 

H.Y.JR: That is right. They were closer to the 
thing. 

l.!R, ODEGARD: Of course we have h8d a good deal 
of criticism. ~e have used that a lot. People say 
that the reason is - as a matter of fact , I talked with 
some people who came from Alaska who were working on the 
roads there, and they said that they are getting higher 
wages and there are fewer places to put money than anr 
otlier place in the country. The same is true of Hawa1i. 
And English savings, from the point of view of war 
certificates, aren ' t as good as ours . 

H.M.JR: I . don ' t know whether I created any 
attention or not, but I do want to get a little 
patriotism, a little flag-waving, ard a little en­
thusiasm, even though it ia only a ten- second rock. 
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Do you think I am wrong, Herbert? 

MR. GASTON: No, no, I would like to see a l ittle 
fire in it . 

H.M.JR: Hav e you beard enough of it to comment? 

MR. ~~RPHY: I am just ca tobing on, so to speak . 

H.M.JR: Well, you catch on, and come out of your 
statistical shell and give us something. (Lau~ter) 
I had a great argument with Mrs . ~!orgontbau . f said 
that I ~ave you full credit for usine "double-duty 
dollars , and she said that bad been used before for 
the Treasury. 

MR. ODEGARD: We bad used it in copy. 

MR. JJURPHY : It was new to me·when I wrote it, 
but, you know, tracin~ the origin of things i n your mind 
is a very c~nplex bus1ness . 

H.M.JR: I liked it. It ~as news to me . 

O. K. 
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l(r, Cbail'Uil, Kr. Or11n, Kr. llllrrq, laclha ancl ganthMDI 

ODe ot tha 11111\ thr1ll1111 aplaoclaa 1a AMrlou hlatOPJ h 

that uaoohtecl with the DIM ot Jolm Paul Joau. Ia a alaldac, 

burnlag ahlp, taolag what •••814 aarta1n claatruotloa, he atubboralT 

refuaacl to atrlka hla oolora, aacl turaacl defeat lnto Tlotorloua 

defiance wlth the legen4ar,r worda, •1••• Juat begun to fight•, 

Aooor41D& to one aooouat, Jonaa woa hla battle oalJ baoauae 

be neTar knew .aea he ha4 bean beaten. Hitler ucl hla oonteclar­

atea haTe aacle the .... or1t1o1aa of the Unltacl Nationa. We cloa•t 

mow llbtll ft 0 PI llobcl, Juat tiD all I .. Mcl l oat, When the ID.., 

u pactecl ua to aurren4ar, •• hurlecl baok 1a hh teeth the worda of 

lohn Paul Jonu, •we•n lllat Begun to Fight•, 

For aearl7 a fliP the \lela ot battle ru agalnat ua, Aft.r 

the alo~atnc ablak ot Pearl Harbor, ft atoocl, alllllat belpleaa, 

and atoht4 OIIP au.itl aclnnoa, Mala711 Sl~~&apora, J(ew Oulnea, 

&uo. - thaH ftN the atepplag atonu ot Jap conqu11t. Vlo r11 

tor u Uaaa ••• t11.11 oualaua ot clhuhr wu the tregle 

aptataele et lata.., t~ aaalTaraar,r of wbloh we oalabrata thla 

IIOilth, Dar "' tq, IU laoh bf 1aoh, .&Pr1oaa un aD4 thalr 

gallaat PU1tS.. a ..... , ap1Aat onrllbalalnc oclcla, ftrl torot4 

to 7ltlcl, wUh 11\Ua •" atport froa 111 thaa fl •at-olanohecl 

ruolutlona ot rnanc•• Ia hropa 1114 Urloa, the ,... aa4 tala 

... balnc tol4. 
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ilut now the tlcle bu tlll'lllcl, TU ualtM latiOill are etrli1llc 

baok. After ~~mtba of cleflnain Wlrfare we are uw Oil the of­

ftnain. Tbanlca to the beroio Ruuiana, the faithful Ch1n11a, and 

t he inooaparable Br1t1ah, we ._,rlcana have bad tta. to pr epare ao 

t hat t he lluh and t he Japa are now beginni~ to feel the weigllt 

ot our atrllcillg power, The 'flotoriu at lllaclaloanal ill lltw Guinea, 

in Hortb Atrioa, 1n the Bi-rok Su are but the begillllillg of • 

ooablnecl o!!ena1Yt thtt, wbat~•r temporery ••t baokl it -., autfer, 

will not atop abort ot Btrlill, and Ro• an4 Tokio. 

Thla o! !enain 011 the f i ghting ! ronta heel to wn.it upoll an ot­

hnal n on the hOM front. OnlJr when we abandoned ell thought o! 

" b111in111 u ueual" Wlrt WI able to procluoe the weapona end equip­

Milt upon wbiob our etriklDg power clepen4a. To uilltain thet 

etrillD& powr wW require tar greeter et!ort and hr greater 

aaoritioe tbaa •• han thue tar put forth or exper1enct4. 

Up to ,...., .nUaa w han b1111 tlgbtlng the war 011 our 

aeou.alatM fa\. lilt the fat 11 a11r1t jjOIII an4 u a aatloa, we 

&hall han t. lbo • lborter ratlona of both un.-r~and uterlale. 

Aa 1ncllYi41aall, • *all ban to work loncer and her4er, ooniUI 

hu an4 1111, Ul4 l&'fl •n ut •re• The t1M hu gou llbea w 

oan take olYlliu 8UJN tor graatH, or UIIIM that lite oan go 

on !or ua prett7 •oh 11 1t cUt before P11rl Harbor. lot nea 
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~rioa oan t ight • total •~r •ithout 4rattlo reduction lD itt 

atandat4 ot lhlDg. 

The tia1 hea gone, too, whtn •• oan take the tlnanoinc ot the 

war tor granted ancl 111\lU that tht rioh, or the bankl, or 10M­

one alae • i ll t oot the bill. Onlf the people ~ or ahoulcl 

tinanoe • peoplu• nr ancl onl7 all the people oan tlDanot a total 

nr. 

Total wa r h an 1nore41blJ oottlJ bulinut. ~6 otntl out ot 

enry dollar tpent by the Fecleral Gonl'lllllnt 11 tor purpoau 

directly rele.ttcl to tho •ar, We aN no• aperul.ing n e17 110nth liON 

than it cott both North ancl South to firbt th1 entire Civil War, 

In the tlrat halt ot thh y .. r alone, •ar 11p1ncll turu nll exc11d 

tne entire IIOBtf oott ot our partioipatlon 1n the tir•t .. r1d War. 

Out ot e total ot nearlJ 240 bl11ion dollar• ~ioh COD(NII 

h 11 appropriate( tor war purpoaoa arer 185 billion• have been 

detlnitelJ oo-.lttl4 ancl over 75 bi1~ion• ~been •pent. The rete 

ot npeMltvee U. 1noroul4 until 1t ll ao• onr 6 billion• a 

.onth • ..,, ~ 160 ldlllon 4o11art tor everr •orking daJ, or 10 

al.llion 4ollaPI ea llou. Where 4ou all thla -ey goT 

It go .. tor nell aUla, al..S.nua p1antl, ahlp yar41, Ol'lf 

canto11111nta, allltu, rol41 • .for the pq, trentportet1on, aupplJ 
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and uinhnanoe ot our aru4 !oro .. , tor IUJ11t1one, 1114uetr1al 

utertah and toocl to our alU... In tinal lll&lJ•h it co .. 1ate 

t ht hand• ot aill1ona or tar.ara, ~rkere, bueiae•• and pro­

!eta l.onal people who• the goYe~nt .uat PIT tor theae ati'Yioea 

anc1 111ppl1u. 

•hll'l doll tbil -•1 OOM fro•f It OOMI fro• the Aaerioan 

people either in the tor. ot tasea or loana, Beoeuee not all ot 

it o Ill be rei. a eel thl'oup \&all, the Oonl'lllllll t appe ala to the 

people to laad the .on-.r aeotllll7 to tln•aoa t he war. That ie 

the reuon tor thil 2n.4 war I.Dan clrl.n. 

I han aaicl that w oan no longer lin on our tat. That 

11 upeoW}T tNt 1n the t1el4 ot publlo tinanoe. ill oan no 

longer re}T tltlua1Yt}T upon a oo.parati.Yel7 tew banka, oorpo­

rati~a an4 rleh 1D41Y1cluala to lend t heee vaat euaa to the coYern­

uat. hen 1t all oorporati.Oil prot1 h and all the IITinga ot all 

tilt rieh ...,.. la \he OOU\17' Wl'l UIM to bq gonrnaont boJI41 

w lbolal4 eUU M a lenc .., troa our coal· But there 11 

anotllor an4 •n bfortaat reaeen 1lbl the Gonrnaont apptale to 

ne17ou, riah IDI ,.., alla. 1t h not h~tlt.ll fer • 4•••~'~•7 

to be .ortcacecl to a aalll ui prh1hcecl ela... I lboalcl 
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lib to Nl lnl'f .... IU'UI' u4 lnl'f f ..... ,, &I Wll &I lfti'J' 

nplo7er, u4 proftllloul -.. or .... , a 1bal'tbo1Ur 1A b.la 

gon..-.nt. Tb.1Jik of what that woul4 uan tor the lt11111'1t, aal 

etabll1t, ot our gOTt..-nt an4 our 10011011lo llft. 

v;, ban pne a loa& _, ln tbh 41reotlon through tht 

1\ar SnlD&• ProCJ'Uio Hearl7 50 a11Uon people art bu7iDc War Bcm4J 

with _,., or lt11 N&UlarltJ-. Onr 28 a1llln ot tt.. han 

authorlMcl Uatlr ~10,.1'1 to 1tt atl4t an &ftl'ap ot Jl1U'l7 i% 

ot tbllr PI¥ tni'J pq 4q tor th1a purpo11. 'fotal lnnat.Dte 

1n War Boll4a of all kln4a, ( "1•, •r•, &114 •o•,) will anrap nearl7 

1 bllllon 4ollara a IIOilth tor t hb fiaoal 71&1'. 

Thla 11 a tlne reoori but 1t 11 not enouch. It 11, therefore, 

ur&ent that en.,.• 1nol'tut b.la \'ar ln4 purtha111 clurlac thh 

1100114 .. Lou. 

.. han Ht &I 0111' pal 118 bllllon clollar1 to be l'thtcl ln 

the uat t• waa Wt Uall otrta1JllT •x-4 that pal. But the 

tnt MilliN II w11111 wUl be the uttnt to whloh thla _, 

OOMI ,... bll.'ft .. ll - .. I 1•. 

lwi'J la. •u. .. t \e (Nt to work b7 w,1llc 1ar Bon41 or 

Other pw,._.t ..... lU.a. lilt 14lt -7 al0111 will DOt 4o the 

job. 'II &hall haw te nt .._ ov peraoul eapelllltv .. , an 

ITII'J .. t r.e IUl Mat ef .......t be-, aM put lfti'J' UllaJ' beJ'OIII 
' 

ov bu .. t IIHcll late tile allors et lal' 1o1141. otllaniH, w &hall 
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!1114 our111Y .. oo~~~pet1tore ntbr thaD parture ot our eawatr, in 

1te fisbt for life. 

Let no one •AT 1t eu•t k 4one. n IIUit lie aone 1t .. an 

to •1• the war, not ODlT apinet the Bade, fuohte, lliiAl lape, 

but abo againet 1ntlat1on h.re at haM. R .. U.r the fllture of 

neryth1q rou oherliJ., lliiAl tb nlllill of enrrthbc rou oe h at 

at&lre in thh tw1a wv ap1ut 41epoUa lliiAl eeoaoale 4haater. 

Aa a .u.r o! taet, lt wlll aot be 41tficnalt to ao. ~ 
~~&Uonal in- h CJ'I&Ur to4&T thu at aDJtS... in oar hilto17. 

I.11 apite of inoreaat4 taua ad incr~aee4 prbea the a1erep 

uerioan hat 1101"1 aone7 in hla pooklt than enr before me! fiWr 

thlqe Oil 11b1oh to 1plll4 it. 

Jo unat ot apu41q will lnorea11 t.hl eupplJ ot goo41 

aftila~ fR prl'fate IODIIIIPUOL That h fht4 lf- the 4-me 

of .... !I a,..il -, therefore, k;roM eat 1a uauUal lor 

JOUr -1• ...U 11111 •1'117 foru prloaa up an4 lea1'11 rou wor•• 

ott tbaa 'lletVIo tt eaw 11011 ia, tbll'llore, not onlJ patriotlo, 

1\ it plala u a ..... OalJ the aatl'll, tbl teol, or tbl 

IIMMV apntan lab ..., ..._ pe4a an ,..,.... 'nle wl11 -

,., .. tor U...lt ... ter "' ... w,. :r. •&hi& rou to~ 

\liU' Bo1141, I aa lll'gbl 70U te put 1f1V aniqa ln the llf11t aD1 

beat innet.nt ia the worlt - the Ooft..-at of the Ua1tl4 State• 
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can an¥OM olo1t hh piU'M agalut hia Gonn.nt 1lba JOUIII ac 

ll't rhldiiC their ftl'7 u ..... tor ua? 

April h an auaploloua 11011th in 11h1ob to oar17 on thla aeoona 

';JU' Loan d.rln. It h the ann.hera&l")' ot Batun, an4 ot the 

lllnute lieD ot Conoorcl mel Lul~~gton, &114 1 t ~ka the 200th 

IIJIII.htl'a&l")' of Tho•• Jeffll'aon' a birth. It h up to ua to prow 

ouueh .. wortbf ot thie great hlrl t&ce· 

-
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MAR 3 0 1943 

Dear 'Yr. Gr11n1 

I baTe aaked Ur. J .... a L. Hougbtellng to hand 1ou 
tbla letter ao that be 11a7 dhcuu wl th fOU ln dett.ll 
t he uat1111: that h unt1oned her e. 

I bop. tba t )'011 11111 be able to take pe.rt wl th • 
1n t bh l allllcblng pr-G&J'&a ot our Snond \liar LoaA. 
The •et1JIC h to bt held at Carnegh Ball, New York, 
on ~nday, Aprll 12, at 8!30 P. U. I u aaklng 
lolr. Pblllp !Air1 a7, ot the COJICI'eu ot Induatrlal 
Organbatlone, Uld Oonrnor Dew7, ae wll 1.1 fOUratlt, 
to Joln • 1n the natlon-wlu broadoaact portlOD ot 
the progru. 

Through fOUr partlclpatlon I -.nt till worker• ot 
till na t1on ~o be 11o0re aware ot the T1 tal part wbloh 
tbt7 hne bad ao tar l n the War Flnanoe Progru, and 
ot the neceeelt7 tor greater ettort and ao•o~llahunt 
ln tba taoe ot our .ountlng war coat . 

Aa DUI' ra41o tlu la lbal. ted, I would llke to 
•-ae•t tlla t 7ftr rearb be contlned troa thr11 to 
tlw almatea. 

!raltlac that fOU will be able to joln ... I ~ 

S,lnoerel7, 

llr. WlW• Gren 
Prnlbat 
mrlcan Pt4eratloa ot Labor 

(11 .... ) 11. 1(~. J• 

JOl llaaeuhuttt\1 ATtnlll, lforthwut 
kahlngton, D. C. 

TRG:tw 
3/30/43 

(Original letter biven to 
UiGB A4SDB iu GWilble ' G ofrtce) 

Covr in Diary 

Co;iea to Thompson 
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MAR 301943 

0.&1' 1lr • iam'q I 

t hue uked llr, J ... a L. Ho~ghtellng to lwld 70~ 
thie letter ao that he 1Uf diacun with yo~ in de tell 
the meeting that h mentioned here. 

I hope that you will te able to take part with me 
in thla la~r.cblng prograa ot our Second Wu Loan. 
The ... ting la to be held at C&rDigie Ball, New York, 
on lblday, April 12, at 8130 P. U. I aa aakbc 
!lr, Ytllllaa Green, ot the A.Mrican FederallOD ot 
Lat.or, aDd Gonrnor Dne7, u Will aa your111t, to 
join • in tlM aation-wlde brO&d.oaat portion ot 
the protrraa. 

Through your participation I want the worlcera ot 
the nation to be 110re anre ot the Yltal part wbloh 
the7 bne had eo tu in the War Finanoe Prograa, and 
ot the neoe&eltJ tor greater e f fort an4 aooo.pl1e~nt 
in the taoe ot our .ounting ar coet, 

AI ov rac!lo tiM ia Halted I would llb to 
•11CPit tbat Jf111Z re...U be contined troa thr11 to 
tift almat ... 

TruatlDc that JOII will be able to join M, I aa 

Sincerely, 

1lr. Pblllp .. ~ 
Prul4eat / 
CoJICr .. e ot ~tl'lal Olrpllil&tlou 
718 laokeoll Pl&M, ler~at 
laahlDcta, D. C. 

TRG:tw 
3/30/43 

I (Original letter g1Yen to ) 
Yiea A4ama inO&able ' s ottloe 

Cov:r in D1arr 

Coplea to 'l'hoapaCil 
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B.ll. JR: 
I alii supposed 
t o go out and 
them. 

Re: Second 'far Loan Speech 

(Excerpts from Mletiug) 

I aa eupposed to be a salelliiiJI on that night. 
to inspire these people, and people all orer, 
sell bonds. And I am not goiilg to lecture to 

This is selling Fuller brushes, see, and when a man 
comes in and gets his toot in the door he ia not going to 
start arguing about &nTthing with the woman except to buT a 
brush. That is what I am doing on that night. I want some­
thing in there which will kim of lift tho ott their seats 
and get a little applause. 

The onl1 place for applause is whan I talk about China 
and Russia and England holding the fort. I will get some 
support from ~athizers. otherwise there is no room for 
applause . 

It has to be a little more demagogic. There is no 
hoopla. I want to nn the flag. I •an, I 'Rllt to arouse 
the audience. There h no hoopla in thh th.ing. 

I am going before the countrr aa a saleiiii&II and s~, 
"Now, come on, people, get buaf. You are getting thircy-two 
ounces of uat in this countrr, and England 1a onl1 getting 
sixteen ounces. What are you beefing about? You are just 
twice as well off ae the1 are. You don't know. You haven't 
been hurt one bit.• That is what I want to sa1 to t hese 
people. 

"Now, don't sit back there. You have twice as JDUOh 
uat; fOU ban twioe u lllOh butter aa they han in these 
countries. You people d<11 1 t know what it is. We don ' t know 
we are at nr because we ban got two great big oceans on 
either side. 'le don't !mow there ia a war unll 11 we har.en 
to have had a relat i ve Who has lost his l ite. You peop e 
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sit here in these nice comfortable chairs, and so forth , and 
we are all so happy. You ought to get down on your knees and 
thank the Lord for the thing. 

"And when this war is over the chances are nine rut of 
ten that this country won't be hurt pbfsically one bit; and 
this thi ng that you are investing in, the investment will still 
be here. And look at the other countries." 

60 

I am going to repeat it. "I ought not to be here begging 
you , and I am not begging you. This is a privilege . I am •• 
not begging you to do this thi ng. This is a privilege that 
every man, woman and child should avail themselves of, an 
investment in the United States; and the chances are nine out 
of ten it will be here intact, undamaged, except that our 
productivity will be increased two or. three hundred times. 
The mchinery and all the rest of the stuff is here . And 
every dollar we borrow from you, we borrow it and pay it baak 
to you." 

Let me put it another way . ''What am I asking of the 
peopl e of the United States- you people who really haven' t 
had to gi ve up anything. I am asking you to invest in a 
physical property. The chances are nine out of ten it will 
be here, intact, when t his war is over, as against the 
J.linister of Finance in England, who has all the other thing s, - and 
the things that make them aver there invest twice as quick are 
!!hen a town is bombed. • 

I am telling them that this is s<Dething which will be 
here as a going concern when this war is over as against 
going cut to borrow money fCil' a factory which h&s burned do1111, 
and I have to rebuild the factor.y. 

Then the tenor of the speech ia too even. I want some 
fire. I want some hoopla. 

I would like a little Billy Sundar , that is what I 
want. That is the mood I am in, and th s has got t o be me. 
I want a little blood and thunder and a little hoopla. 
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HMJr: 

Operator: 

llilliu 
Robbins: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RXJr: 

R: 

RMJr: 

R: 

I!MJr: 

R: 

March 30, 1943 
ll:57a.a. 

Hello. 

Here 1 a Robbins. 

Rallo. 

Robbin at 

Yea. Good aorning, air. 

How are ;rout 

llell, I'm all right. (Laughs) 
another long night on the plane 
ouite as wide awake aa I'd like 
aside from that I'm all right. 

I've had 
eo I'm not 
to be, but 

Do you have to sit up or oan :you sleep? 

Oh, you have to sit up on these planes these 
day a. 

I see. 
'! 

llell , how 's ever;rthing in llaahington this 
morningt 

Ever;yth1ng1 s much better. I had a very nice 
talk with Underhill and explained - I mean 
Peabod:y •••• 

Yea. 

•... and explained to him what I - wh:y I was 
upset and excited yeeterda~ and he said that 
he would take care ot it in the future. He 
left the thing 1n the handa or Rogers ..•. 

Yee • 

•.•• and Rogera- well, he 1 a not var:r assertive, 
:you know. 

llell, ·that 1 s Jue t too bad. I waa terribly 
upset and still a.m. 
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Yeah, well, it 1 a - I explained - it's water 
over the dam. I don't explode very often 
but it Just waa ooming too tast yesterday ...• 

Yes. 

...• and it's t1n1ehed a& tar ae I'm concerned, 
and I explained that to Peabody. 

Well, he was on the Job this morning. 

He's on the Job, and I explained to him to 
p ick up the p ieces, and - and another time 
when he goes away t o give it to somebody i n 
the Treasury who ' l l look a fter Treasury inter­
ests and not leave it to eomebody else. 

That - that, or courae, ia a very good - good 
move. 

Because the thing that- the trouble - one ot 
the troubles yesterday was O.W.I. was trying 
t o use this Allied Publishers as a sort or 
an overall organization whioh would help all 
Government agenoiee. 

Yes. 

And what I had to do -- and I was Just reeling 
my way -- was to tell them, "Well, now we've 
thought this thing up, and we did it,•- I mean 
I wasn' t ouite as blunt- •and we want these 
people's help until thi e drive is over.• 

Yea. 

And we don't wan t them talking about rubber 
ti rea or meat or anything elee. 

'!'hat's right. 

And that- the release wae wri tten eo tha t 
they would work - oould work tor other people. 
Well, the upshot vae they eaid that they 
would devote their t ime exoluaively t o th~ 
Treaeurr. 

Yea. 
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But I was on uncertain ground, you aee •.•• 

Yee. 

•••. and I couldn't diaouaa it with Rogers because 
it was O.W.I. that waa working the thing around 
that way. 

I aee. 

So 1 - I had no Trea sury man, ao t o speak, to 
back me up. 

Uh huh. 

But it ended up all right •.•• 

Uh huh • 

•••. and I'm all right s i nce I've seen Peabody. 
I'm all right with you. When you come back I 
think we ought to have a little talk .•• • 

Yea. 

•... and that when you go away on another one ot 
these tripe that it's a little bit more clean­
cut underatand.lng who should look after the 
tblng while you're gone, you see. 

Vall, that- that's r1gbt, it there vas a ny 
doubt. or course, I can't conceive ot any doubt. 

Well, there vee and it'a working all right nov, 
but there vaa doubt and they didn't quite under­
stand bow tar they should go . 

Uh huh. 

And •••• 

Well, nov don't you think I ahould atop at 
Cleveland! 

Bell 1a very anxious that you atop at Cleveland, 
and he'a convinced ma that you ehould. 

Vall, I thinlt I ehould too. 
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Yeah, he's convinced me that •••• 

Well, now in that caae I'm going to stay here 
in St. Louis tonight to get a nioe rest in a 
bed ..•• 

Good. 

••.. and then I'll fly up by way of Chicago 
and gat into Cleveland late tomorrow after­
noon - mid - mid-afternoon tomor row, probably 
three o 'clock, I gueaa. 

Yeah. 

And I think I can get out of Cleveland day 
after tomorrow. 

'l'hat 'e aU right. What day i a thatt 

Well , let's see, today is Tuesday. I'll be in -
in Cleveland tomorrow afternoon, and that'd be 
Wednesday afternoon. I ehould be in Washington 
Thursday night and be in the ottioe Friday 
morning. 

Well, I may or may not be here. I don't know 
yet - Friday mor ning. 

But I may be able t o get out of Cleveland to­
morrow night • . • . 

Yeah • 

.••• in which case I'd be ln the office Thursday 
•ornlng. 

Yeah, well, I'll be here Thursday. 

I ' ll t r y my beet to do that, but I'm glad you 
agree that I should stop at Cleveland •. . . 

No •.• . 

I think I should. 

No - not only Bell but Buffington was very 
anxious that you stop a t Cleveland. 
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Uh huh. And they, or oouree, have wired me out­
out along the line, and I had tentatively set it 
up t o stop, eo I- that- that's Juet my plane 
too. 

No , Burrington eaid that he 'd been thinking -
I think it was he that- that they needed you 
there to get the War Savinge people in llne. 

That - that I hope I can do. These meetings have 
been really very eucceeetul. We're just going 
into one nov here th.ie morning. We have both the 
War Savings and the Vic tory group. 

How was Los Angelee? 

Oh, that's one ot the beet apote we've got. 
They- they're intelligent and oiv1lhed to ·each 
other down there. They're very cooperative. 

Yeah. Well, I think what you're doing is most 
important, and - and I want you to continue -
I mean go on to Bt. Louie and Cleveland. 

Well, that's tine, sir, and I'll do that. And 
I'll do my beet to get in Thursday night but 
I can't be sure beoauae or •••• 

Well •.•• 

••.. the late arrival i n Cleveland. 

Well, that's all right. And then, as I sayi just 
eo that this thing won't happen again, I- 1d 
have a sort or clean-out directive the next time 
you leave, and - and then- a nd then ..•• 

Well, let's you and I - we'll point tor a die­
oueeion or that, and we'll find out just where 
it broke dovn thie time and we'll see that it 
doesn't happen again. 

That'• right. Now I have nothing else. 

All right, eir. I just wanted to call you, as 
I told you I would yesterday. 
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Nov don't you want to talk to Bell? 

I- I haven't anything in particular. 

Well , I think you better. He might 
eometh1ng. 

All right. Will you awing me overt 

Just a 11oment. 

Yee, air. 

Mr. Bell, pleaee, on th1a call. 

Right . All right. 
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Weeting in Jlr, llhite '• O!tiee 
!.:arch JO, 1943 

S•OO P.V. 

Pres'entt Ill'. Pl\llllj)tre 
llr. Scull,y 
llr. White 
J.!l.se Kistler 
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March 30, 1943 

Jlr, Pl.uloptre called to diacuaa with llr. llhite the iaplAMntetion o! 
the ap ... lllnt on Canada's u. s. dollar reaene and to expreae the opposi- , . 
tion ot the Canld1&nl to the contupleted role u they wxlerstcod it ot 
the Joint 1'/ar Production Cooz:d.ttee . Mr. PllDiptre atated that in their 
new the Joint 1rar Production c:oo.ittee wu a procr- aDd contrw.ct-pleci.na 
bod;r, tbat it waa not the correct group to Mice deciaiona aa to bow 
Can&de•a doller receipte should be controlled. llr. Pl1Diptre explained 
that tha llutual .Ud Bill bad not :yet been consideNd b,- Parliaant and 
pcaail>l:y would not be !or another ten da:ya or to1o Wlteka. !!e said be • 
thought Dr. Clu1<e was hopet\11 that 1 t would proft a conTenient maana o! 
recti tying the Canadian 'balances when the oeeuion arose. 

Ur. Wh1te aaked Vr. Pl\llllj)tre •hat body he thought was the correct 
one to !.mp1ea10nt the decision en ~anada •.a reaerve. llr. P1waptre replied 
he thouabt War Suppliee L1.mi ted waa the aaenc y. 11r, Scull,y said be 
thought the correct procedure would be tor the u.s. Treasury to notit:y 
the Canadian Treaaucy and to leave it to Dr. Clarl<e to carry out the ob­
jective. He coa::nented thot there are ahaahle u.s. Oovel'DII8nt expendi­
ture• in C&nade lll&de outside 'W&r SUP;>liea l4.mi ted and so do not f&l.l 
within the juriadictioo o! the Joint Tl&r Production Cocomittee. 

llr. 1b1te aaid that there 1a oboioua1:y a llialll>deret.and!ng ot the 
!unctiONO o! the Joint ar Production Coonittee, that as be underetood 
it, the C.-it tee could <11 vert aatel'iale ~ contracts without inter! a~ 
in& in an:y wa:y with production or eeM<!uling. He Motioned that the ob­
jective o! both gove:m.~>ta was to ban4le the probl• without ha"fin& the 
! in&MN interfere with the war et:rort. He e~gosted a llll!eting be held 
to atraigbten out the facts and it was &&reed to get together Thursda:y 
a!temoon at 4 o'clock with Dr. Currie. 

llr. PlUIIPtre said there wu one tact wll1ch be thOught we ahould know 
!or thia purpose. Tll1l !act ia that the Canadian Ooftnaent is $11S-412S 
million in arreara to the u.s. War Depert.Mnt tor aateriala on "C&!l-Pa:r" 
requiaitioM. Jlr, Wh1te asked it the,. pe)'MDte had not been anticipated. 
llr. PlUIIj)\re nplied that the7 bed not to the extent ot l>oinc in arreara b1 
$llS 111llion. llr. White uked wben .., had received our leteat intozwation 
on Canade • a doller pcsi tion !roa the Canadian Ooft ,....nt. 'II. th tbia 11r • 
Pl1Diptre p~aed to aee that we ll'IICeiTe intozwation regulerl:y and at ao~ 
frequent intervale than in the peat. 

T. x. ltiatler 
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~1! . . ..... doui. Jr 

. 
~ t al I. L I Ju V. I . ,., 
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SEc-~ .: - 4 

TIIJS PRES !DElft'· s SOVIET I'HO!'OCOL CXJiaTrEE r • =- I 
!IA:MIIIG'!al 

ll&rcll 26, 194). 

111 dear llr. ;seereta17• 

87 di.reotion o! the ~ht.iraan o! tho Preeid ent '• Oje)Yiet 
Protocol ~:c-it teo, there ia forwarded a cop7 o! •Prograa o! 
l(equir•enta !or Araaaenta, "'tuipllllnt and ..atoriolo for <>11ppl7 
to tho u.:..:..,., b)' the Oovemooent of the United :>tatoa Durinr 
tho ~riod JlllT 1, 1943 to June )0, 1944" ( 1b1N o>OYiot Protocol). 

The docuaent i.e be1nr aen~ to 11r. Donald Halaon, 
l.ht.iraan or the liar l'roduction Board, with tho request that it 
be roYiewed 1n accordanca with tho polic1 outlined in the 
Praaidont•a acorandlul dated Janua17 9 , 194), and rec.,..endationa 
l\ltmitted aa eoon aa pr&cticab1e, but not l ater than April 19th, 
ae t o tho extent to W!ich the •arioue it1018 which pertain priaaril7 
t o t he 1\'ar Production Board and are aeeirned to it ! or report, can 
be aado aYt.ilable. It<~~a ao aaeirned are aarked "ll.P.B. • 1n the 
tabulation . A copy o! the letter to Yr. Heleon ie enclosed. 

It 'IIOUld be appreciated it ;you would cooperate with 
the "*r Production Board where appropriate in the preparation ot 
your reply. 

S1ncerel 7 70ure , 

J, H. Burna 
llajor Oenorol, u. s. ~ 

Tho Honorable, 

The Socret117 o! the Treaou17. 

Attaclaonto (3) 

Original of and attaohlllenta to Gen, Burna•• 
letter ret.aiMd at the Procur-.nt DbioiCil 

!or preparation or ocaplete repl1. 
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TREASURY DEPARTMENT 

~INT DIVISION 

WASHINGTON 

Varoh SO, 1943 

l'D'ORAJIDUJ TO THl SECRETARY: 

There is submitted herewi th the operating report 

of Lend-Lease purchases for the week ended ~reb 27, 

1943 . 

As the result of a recent meeting of the Protocol 

Supply Committee it was decided that steps would be 

taken to divert to other war needs certain steel products 

purchased for the U.S.S.R. which have been held in 

warehouses due to lack of shipping . 

on~ 
tor of Procurement 
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' t:., I LEND-IEASR 
TREASURY DEPART!miT, PRreuREllENT DIVISION 

STATRliENT OF J.I.Lcx:ATIONS, OBLIGATIONS (PURCIIASES) AND 
DEUVERI ES TO FOREIGN GOVERN~tfl'S AT U. S. PORTS 

AS OF UARCH 27, 1943 
(In lo!illions of Dollars) 

Administrative Miscellaneous & 
Total U. K. Russia China Expenses Undistributed 

Allocations 

Purchase Authoriza­
tions (Requisi t i ons) 

Requisitions Cleared 
for Purchase 

$2~22.5 $1545. 7 
(2920 .4) (1545. 7) 

$2348.0 '$1338.6 
(23~.1) (1367.3) 

$2227.2 $1274 .~ 
(2292.7) (1329 . 5) 

Obligations $2179. 8 
(Purchases) (2156.5) 

$1259 .4 
(1247.9) 

Deliveries to Foreign $ 955.4 
Governments at u. s. (947.0) 

$719 .7 
( 714.6) 

Porta* 

$1066.1 $102 .9 
(1066.1) (102 .9 ) 

$ 912 .4 
(930 .8) 

$ 859.8 
(874 .2) 

$ 829 .2 
(820.2) 

$ 208. 2 
(204.9) 

$ 41.7 
(41.2) 

$ 41.1 
(41.1) 

$ 41.1 
( 41.1) 

$ 17.0 
(17 .0) 

$4.6 
( 4.6) 

$4.5 
(4.4) 

*Deliveries to foreign governments at u. S. Por t s do not include the 
t onnage that is either i n storage, "i n- transit" storage, or in t he 
port area for which ac.tual receipts have not been received from t he 
f oreign governments. 

$203. 2 
(201.1 ) 

$ 55.3 
(50.8) 

$ 51. 8 
(47.9) 

$ 45.6 
(42.9) 

$ 10. 5 
(10. 5) 

Note : Figures in parentheses are those shown on report of ~reb 20, 1943 . 
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EXPLANATION OF DIFFERENCES. 

The reductions in Purchase Authorizations 

Received and Requisitions Cleared for Purchase 

represents a revaluation of the estimated cost 

on all incomplete requisi.tions in various stages 

of process for 'ltlich no commitments have been 

mad~ . 
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liar . Jl Mer . ?A Mar . 17 l.!o.r. 10 

Aoount off ered •••••• • 0 •• 0 •••••• 
$800 II $800 II tsoo 11 $700 II 

B!Jls t.An<lorod .................. 1,101/ 1,330 1,303 1, 382 

lcP J'fttl • • •• • • 0 ••••••••••• 0 • 0 0 0 
, 'm'f. .2m .mf. • 277'{. 

P!o!l nte 0 ••••••••••••• 0 0 • 0 0 0 •• .376 . 376 ,J76 • 376 ... • 
AvH""~e ~te •••••••• 0. 0 0 •• 0 •••• , J74 ./ .m . 373 .371 

~t in !low York .............. $503 II $477 II $4S3 II $328 II 

""'"""t in Chicaao •••••• 0 0 0 • 0 •• • 74 '{7 128 82 

sa 64 66 100 

''""'"'t in ba1~nce of country ... 16S 162 153 190 

~ . 

k4rch 30, 1943 -
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TREASURY DEPARTMENT 

INTER OFF1CE COMMUNICATION 

DATE Karch )0, l94Jo 

Secret.ry llorgenth111 

Stuart Peabody ":>(? 

Tbe Poster Collllittee ll8t todq to conaider pl'OTidin& a a~cial 

driYe poster in black and white. 

Tbe Col!llittee waa Wlaniloous in choosJns the design which all of 

us preferred 1n ,.,.,r offi.:. thie cornina . Tbe;r !slt it had real ~<erit l<nd 

l!Oilld be veey of!eotiYe in the driTe._ 

Th8)' reeo.ended nnan1WNsly, bowenr, that w do not ourael'fea 

print this poeter and send it out. The fe eling waa that inae&ch ae w 

already shipped four pootera for use 1n April, t wo of tbem relating directly 

to the drin, tbe capacity of tbe field to absorb another one 'IOuld be 

eeveroly taxed, particularly aa it would arri.., lrte. It •• the feeling 

thot oven after arriYal at the point o! displq, a great man:r of the postere 

would not get up. 

lnallllllloh u t he poster deaip relates directly to the Second War 

Loan and ia tbere!oiNO dated, the Coanittee felt that we Olight be subjected 

to •...,re criticiaa tor beins waateful in our uae o! uterial. A 1'1nal 

point 'IIIIich waa felt to be important ia that our own organioation in tbe 

field receiTing a fifth poster with onl;r one week to go 110uld oritioiu 

us l<nd that there -.l.d be ca.ent aona our peopl.e to the et!ect that 

Tiashington ia late again w1 th all tbe daaage to 100rale which thie inwl'reo. 

It wae recoa..ended, therefore, that we have the finished drl!w1ng 

aade and that we then send photographs to each of the tweln Federal ~oern 

Oietricts, along with a letter suggesting that they u;r want a special 

poster to inject into the driw, that we reco1111ond this design, and that 

it they wieh to use it, it will be aatisfoctoey tor tba to print it them­

ulna and pay !or it out of their om tllnda. 

•• • 
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'lldaq ......:! JlllbUoitT IIIII JIIWOt1ao t.f'tort.t heft 
beaD p'•'*' hr th1a d rlw, It ~ "-~ WpM 
it )'011 ~ 1t- • ~ct Cll' ~t.1on t.o t.bo 
ptoplt of 7f1V tt.tte ursina t.bt1r ~ ptrt.1o1-
PIU~~>, tt.I'Nt t.bt S..rt&ce ot tbt II Tiw in 7f1lll' 
:c":bt' at. publ1o pt.btrl.np clurine t.bo PJ'OI"U of 
t C''IP'• 11111 qpet tht -nt1t• to be or.r.rm 
t.o r- tta\t \nuw a IIIII t.bo t.rutt.Me of peaiao, 
!l!'*'nc uri otber publlo t.lt • 

.. ~ aU t.bo btlp t.bat ... - pottibJ.¥ obl.a1A 
ill th1a .... ar n o=oJ111 •tr•t, IIIII • tu"llttt.lT 
~ rwz aoUw ec oporsu ... 

SilloerelT, 

(llipM) B. llt~Dibll, Jr. 

IIIIIOI'alU C' 1 II' ~pub 
o.nmor ot .,, a ••tc 7, .,,, 

Co;y and list in Dinry 

Copies to Thompson 
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Sent to: (Governors of otates) 

uncey Sparks - Ala. 
r' . Schricker - lnd . 

rd. Martin - Po . 
Robert o. Blo<XI - N. B. 
E.· p . Carville , - Nev. 
Dwight Griswold - Nebr. 
~am c. Ford - Mont. 
Forrest C. Donnell - Mo. 
Paul B. Johnson - Uies. 
Earl Snell - Ore . 
J ohn w. Bricker - Ohio 
John Moses - N. uak . 
J . Melville Broughton- N. c. 
Thomas B. Dewey -Albany, N.Y. 
John J . Dempsey- N. M. 
Charles Edison- N.J. 
Harold E. Stas11en - Minn. 
Bar:ry F. KellY - IUcb. 
Leverett Saltonstall - Uass . 
Herbert R. O•Conor - Wd. 
sumner Sewall - Maine 

sam Huston Jones - La . 
Keen John~on - Kentucky 
Earl warren - Calif. 
John c. Vivian - Colo . 
Robert s. Kerr - Okla. 
~mond ~. Baldwin - Conn . ·v ter W. Bucon - Delaware 
bpessard L. Holland - Fla. 
Ellis Arnal l - Ga . 
c. A. Bottolfsen - Idaho 
Dwi ght H. Ureen - Ill . 
Homer u. Adkins - Ark. 
Sidney p . Osborn - Ariz . 
Lester c. Bunt - wyo. 
Matthew w. NeelY - w. Va. 
Walter s . Goodland - Wise. 
Colgate W. Dardea, Jr. - Va. 
Arthur B. Langlie - Ylash. 
Coke R. Stevenson - Tex. 
J . Howard WoGreth- R.I. u. Q . Sharpe - s . Dak. (over) 
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F.erbert B. Waw - Utah 
~ndr~ ~ohooppel - Kans . 
~urko B. Hlokenlooper· - I owa 
?r~ntlce Cooper - Tenn. 
•illhm 11 . \\ills - Vermont 
Qlin r. lohnston- s .. c. 

' 
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MAR 301943 

Dnr Jllo. O...tta 

I laaft rea4 with a cnat 4Hl of 1Dtertat 
JOIU' letter ot *rah 26. I 414 aot haft aa 
opportal\7, tollolriac Oeaeral lllPeball'• 411-
oueeloa oa tkle eubjoot, to tell JOU llOWipaper 
peoplo *' • M't'O 'lleon 4o1ac ln tllb connoctloa. 

u t~ae fPoOODt u .. • haft at•n.u& ... 1a · 
tM ....t Nniooe (.U.,, la'f7 1.114 Mt.r!M Corpe), 
1111Jb1 loa41 oa a .on tJllT piiJ'Oll •a rlll&• plea. 
'1'1117 are Rfllll at tba Nte of 128,033,123.81 per -\k. 

17 .., ... at w1 tb tho Slorotar he of War aa4 
la'71 tile 'fh&IUPJ Depart..nt left tbh aelllng 
Je\ 1a the b&D4e of tho reepoctive Servloee. 
Cortalllb, w bave aot 4oao norJtlllq po11lblo la 
li.a wl~,... ncgeetioa, but JOU -., llo aiiiii'M 
U.t We 11 a •tt•r Wlhleh will ooatlaao to laaft 
., •'rrrtt atteatl.._ 

I • ~~ t1 J'OII f ... J1IV lateNOt an for 
Jllll laMiaW .S.Uhpn• to balp ua 111 the lilt 
,.. ....... "lo • 

•• all .... wlebte, I ea 

llnoorol.T, 
• ......, ......... ·"· 

........ La '" 
!211 ... " • 6 .. ............ 
~ 

l lle iD PiiLJ'1 
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Peroonal end Confidential 

lion Henry l·lorsenth11u, Jr. 
9ocrotl1ry of the Troaaur:r 
Waohlnston, D. c. 

Dear Secretary Morgenthau: 

I vas much impreaaod by vbat General Mo.roball aaid to uo, off the 
r ecord, in ragard to tho 1ncroaaod P8J' for Al:orlCMI aoldiero . 

On f1l3 return here I found on f1l3 dealt a let~er rrc.. a friend 1n Lon­
don in vhich he ea!d this : 

•wo have a large number ot American t roopa 1n tbie countr;y, 
as you lcnov, and thoro is one feature or the eituation vbieb 
!a giving aoa>e of us Americans hero - including 1.64.1 Alltor -
consi derable concern . That h48 to do with tho P"J' of the 
u. S. Forese which, you v1ll remember, io very much higher than 
that or tho British Tommios . The Al:oricana are alao granted 
but ohort leaveo, and this reoulto in a con.oldcrablo amount of 
concentrated upending, with tbo attondlns 811Y time. Some tool 
that 11 corto!n amount of their pay should be retained in the 
U.S.A. tor thoir account as a backlos ror oftor · var proble.ms , 
rather tho.n being spent on tho young wa!IMbood of England, with 
tho attonding Jeal ouoies of tho homo boyo which naturall7 re­
s\llto. I underetand the CIU>e41an Forcoo have ouch a monetarY 
arrans ...... nt, and 1n f1l3 opinion, it tho p~ of all tho sol diers 
ot tho Un1 ted Stotea vera so adJusted that tho1 bad rolat1Yol7 
tho aamo oponding pavor 1n tho country tho1 happanod to be 1n, 
i t vould vorl< to bettor 1ntornat!onal rolat1onohipa. • 

It eoo=a to ..., that here io a atl.muloting 0\lggOoticm tor :fOil· Per­
haps aoao arrangement could be modo vitb thoco eold! ora so that a 
certain portion or their P"1 could bo retained 1n th!o country -
pooolbly for the purcbaee or var bonds, after tho needa or their 
fMilioa had boon given att"l't1on. You probably knov tho arrangements 
made in Canada . It not , y""""" eaa1ly loarn all abollt the111. 

In ony o•ont , I tool that bare io a o1tuation that ought to be cor­
rooted oopoo1ally 1n view of vb11t Gonoral V~ohall oa1d on the s ub Ject . 
I bollaYo you vill be rendering a groat oorv1co if you can help cor· 

roct this eitlllltion. 

Asoin lot me thank you for tho courtoey you ahovod ua n6Vapapor men 

laat Se.turd"J'. I hope soo:e good vill COM frOIII th11t mooting . 

Vlth boat vlaboa end v~at resardo , 

-;oo 

• • • 

nxl:!'IDI 
Fai~~~ 
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CORNE:LL UNIVERSITY 
ITHACA. NIIW YOftK 

Marcil 30, 19., 

Dear 11r. Secretarrz 

Pe~t .. to ackDowled&e 7our letter or 

K&rcll 26tll, in counection witll tile work wb1cll 

Prot. ~~:reu b do1n& on tile War 8n1naa pt'OiZ'aa 

tor tarMra. Dr. 1>&7 1a ••~ on a rather ex­

tended bua1neu trip but Will lla'fe 70IU' letter 

1 ... d1atel7 upon Ilia retiU'n. 

S1ncerel7 7oura, 

-$~~ ~.If""'--
Secretat'7 to tile #resident 

Bon. Benr7 IIOr&entllau, Jr. 
8ecret&1'7 or ~ rreea1U'7 
WaallinatoD, D. c. 
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Xaroh )0, 1943 
t 

MEMORANDU11 FOR THE IIECRETARI 

You aay be 1ntereeted in the attached queet1one and anewere 
on the Rual plan ae eabraced i n tne Carlson Bill , wn1on were 
dletriouted at tAe Republican Conrerence on tne Hlll a rew daye 
ago. Tne diecueuon il aialeading, It tail• to take account or 
Treasury a.rguaente and tenda to put tne Treaeury in bad light. 
At tne eame time, it aakee unwarranted cla1me tor tne Carleen Bill. 

The diecueeion ra1aea tne bogy or oYernanging income tax 
deDt. It gloeaee oYer tne tact tnat tne Carleen plan ia eaaen­
tially a traneition deYice, wnicn invol•es i ndiacr1ainate and 
wholesale tax torg1Yeneea. It aleo gloeeee o•er tne tact tnat 
ita moat important pay-ae-you-go feature, collection at acurce, 
has been reooaaended by the Treaeury and is contained in tne Ooa­
mittee Bill, It oYerlooke tne detect tnat the Rual-Carleon pro­
pceal once in full operation would in many caeee aake payoaente 
leas in accordance With current i ncoae tnan ie tne case under 
present law. 

The reference to the etatua ot eerwice men under preeent law 
and under the proposal ia a red herring. For i ndiYiduale who die 
while in actiYe service, the Ooamittee Bill would cancel (l) all 
tax liability on income received during the year or death, and 
(2) any unpaid taxea on income received in preceding yeara , In 
addition, t he Committee Bill would permit eervioe aen to exclude 
from their incoae tor tax purpoeee the difference between 13.500 
ot their eerwice pay and their pereonal exeaptione. Tne RIYenue 
Act ot 1~~2 already proYidee eubetantial relief tor indiYiduale 
in the eerwioe, It further apecial treatment tor member• ot the 
armed service• ia deeirable, such treatment can be provided With­
out indiecriainate tax torgiYene•• tor everybody, ciYiliane and 
service men alike. The dieoues1on ta1la to mention that the 
Rual-Carleon plan aay iapoee additional burden• on aerwice aen 
and their taa111ea ae future t.axpayere. 

The diacuasion attempt• to ahow the merit• ot the Carlecn 
Bill by arguing that it incorporate• the baeio idea or tne Rual 
plan and aeeta the oritioieaa offered against the original plan. 
It inaiate that tair and equal treatment involve• 100 percent 
cancellation tor all t&%p&yera and tnat tnia would not eepeoially 
benefit the wealthy, It il claimed that baling the at>ateaent tor 
high incoaee on the lover ot 1942 or 1943 i ncoae aliainatee the 
war profit •windfall" crit1oiea, Thil anti-windfall provieion 
11 at beet euperticlal and would reeult in aaJor reduct1on ot 
tnat type ot windfall i n compar at1Yely t w caeee. 

• . . 
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QUtSTIOiiS AIID AIIS\trns Oil 11lt RIPIL PLAII 
AS PJIDIIACED Ill Tilt CAil!SOil DIU. 

Anu . I t. i.s airl(!l,y a l1r'OpoJAl t.o change the nothod ot asseu1na Md 
colltoctir~t t.ho i-'cdcnl fh J'$onal .Lnoonc t.ax, s o au t.o corr ect cer tain d<tftct.a tlrd Y!eakne:Jt~"O in t11o JlrflCJf'nt. I ,Ytlten. Ut•der the pr estnt l,.w 
personal incOI'\e t..-uce5 &t'O .usscssed (walnat. the pa.at. )'U.r• a inco.;;e. Thus 
the coll«t.1on or tho '-!~LX is al~zo one YCM' behind . Ol'ller t.he eo-called 
nuul Plan, th• pel oonAl. t.ncone 'C.a.X wo~ bD c,.,llnct.ed c\ll'l"ent.)J - Uat s..s, the assettrfll(:nt. '->uld be Cl.£• 1nst. CWTt'nt. income 

1 
find t.h" true would be paid out ot curNnt i .noOfi'IO. 

2 . \/hat a r e tlitt dt~fects ~nd. \lt!&kntsses ot the prt:sent syat.om Whi ch tJic J<uol. PlAn seel:t to ove.rcoue? 

AM. tltLirr the proser:.t. rA\.hod ot colleet.t.n.r the 1nco~t~: tn.x on 
inccme t.l~ yu.r att.er 1\. is eal'n001 t.hc t.a:.r1aye:r 111 dmtys in dwbt tor 
his incono t.i..(. It h"' l'Ut'fvr s a r~duction in 1nct)Mu1 or l C'see; hb job, or di,•u , tho ta.x-dob'l. !~·om U1>. priot• you heco~a o oerioua tinancikl 
prolJlCJI'I. ln c<t£e hio incOIHJ ht&a net···~ boPn r t..dllCUtl1 ho fintio h1Mult ... ~ • haVinG t.o po.y out. ot t.h .. t. 1'1 duccd inc OW' an ine~lt)ooof.AX baoed on the hicher inc:OI"'U of t.lc pl"UviOWI !'(Ill . Thua, while t.h. in..OD.. tAX 1a :Nppoltd W 
be lnt:«l on abU:\.y lt~ '~1, t.Jo ... m ... :-J~nt. aot.hod o: coll.A.:ct.ion dou not 
ac·.U.l.lly gvnr t.h~ \...'\.": ph,; ht. t.o t. 111 l._,unt. ot cuiTu111. incooe out ot 
wh!.o;:h it. ill paid . \naor t.'~ t.ttJ~ J " lY l'' tJ inoonc 11 C011Jltt.ely cut. oft by 
lODS Of hifl job, l 'E!t1J'OU"1 t , •\I' l;f•Gth1 1,ho past :ronrt 0 i f'lC: Otw" t&X. 11.4-
hillty b\.cnU\IS a (!Tt!'Ht burdt.n, sino" t l.t 1'u ic no currant. 1neorte out. ot 
which it. rey be dlschtrr,<..d . 'J.1t1s debt. tor la:;t. yMr't incoou t.ax MY be 
grc01t. 4r'DuQl t,., uipo ol.lt. tNt.ry ASset. t.hu ~w-r potutses. 

) . Jhat :-lh·ant.agct -.till accrut' t.o 1..fi.X,nyvra ~ eh.:ln£inc: to a 
current , p3)'.,.#-you-l.-o baab in coll,.ctl.nn tJif' 1ncot'Wf tax? 

Arw . ThtJ i ndividutll tx.q.~~1.y"r \tlll 1.k. A~ tn dhchnr cc: h1a income tax libU1.t.y 68 his 1ncom.J 1.:s \!nrh.-11 nncl t.h fill Mve nt' to.x debt 
h:l.ne;int t~VtJl" hi= uhLn "-: TC"Ur•.s1 ~lleft hb jo 1 or dh:t . ~toreonr • 1t !le su.!tua n rcd.u:ed ineoN. , :d.s cw•rctnt. t.a.x ~'T'Knt.a will be red'-'C.cl 
to c:onlb"' \.0 t.he lowor t.nc:cn.. . 

i. . \lill aey ~~dvnntttge "-Ccr uu \.0 thl (.,ov • .:r rnunt 1111 c r ..:sult. ot the 
proroeotl chm'leu to¥ current., pa,y-.ua-you- co basis? 

Ana . Yes, in an~Rl •n1"· In t.h• tlrst pl.&l.e•, ther e woulcl be 
twcr tal. delinquenclM•, s1rce U1e OO._rment voulAJ collect. t.he t&X 
llabUU.y aa the incOAO 1a e..1·R:"d . l&oreovcr, i t would ree-eivt' W t..P 
em • part.ic:uW y~nr' a i.tlcouo one yc ar 11oonor t han '"'ld'r the pr "'nnt. eystcn o£ collcetinc tJ1e tux t.hu yunr attor t he inoon' is eMnod. Thh 
ie v&ry inport.ant from th~ !ltnndpoint. or hcl pinc to control intlA t i on. 

~. \lill not t.te quettion of t.ox dt~llnquenci••l bt.. o • •·r iou1 problea 
!or Ule Oovol'nr.£.nt whon tlll;. WQ.T booo " ntl# a..nd nUUnna Dl"e t h.rown oot. o f 'WOrk? 

Ana. Unq11oat.ionllbl.y, U t.hiJ pntavnt sys t..crs 11 c ontinwo-d. 

6 . It hns been ftUcr t..cd t h:at. th\: o.bj ee;Uvo oo~t'lt to bo achieved 
by t.he Ruul Plan could be r cr.ll:-.ed it aU taxpuyera eAvecl out ot th• l.t 
current IGJ"n.l.nas enou~ JIOfWtT t.o PI~ t.he lr t.a; on tt&.roh l Sth. liMt about U!J.o? 

Ana. The fact. 11 t.hilt t1t1 oudt. t nkc hum.n not.u.ro ne we find 1 t . Host IXIOJ)lo do not eat uid o cone:y to pny futuro ~~_,,., t.hough it pro­
bably 11 t.h P. wiDe 111\d pr-udent t hinG t.o do . They either Uv~t ri&ht up t.o 
their i ncono , uhot.her by choiou or by toreo ot eiroun.tt.nnces, or t.hty find 
1t i.Qpoao1tw. t o aa• e the .onq t.o ditet.r ee t.t-.c incono-t.&x 11.1\bWt.y on the ir currtnt. 1neocw w1\1l&. At. t he MDO Uae N:e'-11-.: Uw inst.a.l.l.~Mnt. 11'¥­ncm.. on \.twlr l.a.st y,• r' t i.ncore-t.ax. The 1n~tAX law tl pr'OIPt.l.r 
drktt.<.'CI eont-mplat.ct t.N.t. the t..u~or 1hrill PI'\Y hit S.ncoae tax liabUit7 Oft tho prior your• e income out. or t.lttt ineoMC or tho follMnc ywar, or it 
tiOuld not.. huve penrl.ttod t.hv tax~·ur to PAY tho pr-ior yf'ar•a tax in tour 
(lUL\Tt.~rl.:r i fltt.a.l.lftcntl dur1na thb nt.(t )'Ciar. U tho l.D.w eontmplatecl 
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that. ~ers would ocen•e thcl.r t.tw-s it 1t0uld Ni.VP requircct tbta to 
pq t.bt 1\LU •nount when !Uint~ t.!K1r 1nc:on).t..u ret~n on Kai"Ct. 1St.h 
rol.l.ovinc t.he close or t.ht.. ~bU y .. ..:.r. Ot course 1t. wul.d have been 
dlf!ieult. !or C.:.XP:\ )'\.TD to have liCertaud 1.hn1.r 1()42 twc :tinct! tht ect. was 
not e.nact.od until Oct.o~r 21st. vhon mat. ot tlte ycnr h.atd £Otle by . 

? • i-'rot\ \th.!~ t sourc•• lkwu t.IK" d• m.ntld !or tho adoptiotl ot a currtnt, 
po.y-as-you.-uo fYUt(n cono? 

A.n5. It. tua beun ,~cclt.inr..d U)" \.ho ttlli"T..U public at a .oat. dea1r­
nblc. t.:.x reton:a, and tllc J:lt~pl" !.!'c bt.conl,nc 1ncrc=.ns1nclY lnpatl•nt o-ver 
t.be t':LUUJ"e Of Con.:r<JI t.o ,,ct UJIOO thl N .ttAr. Tl1e propo•al b 10 st=pl.e, 
a.M 1t.s -.dv'lnt.."f:t 1 to both \he: t.~!,J'".l : nd t.hr GoverlD!!nt. 10 &P!*J"ent., 
tll!'lC. thf"y &l't' uc.tC~rly unnbl~ to \Lnl:'-.r D\.l\1 J 1:to- t.hot.t"C should bo 10 auch 
det.endrlcd TNibll.ti\CU to t.he cxprtJCIOO ti!.ll of tiu p.10pl1. 

B. Uovu t ho d<INlnd tor n Cut'Tfffit, r:\..V ..... "\!1-:tou-co t,...U(. ay,tfml COI!le 
onl)' tl·on tho publio? 

Ans. Uo, th• Treasury Dvpart~nt h11s it:sel! mde tl'lt · ct.ronnett 
,_,ssibl' nrc\r:Wnt. t.htit could br. r-dvnnc,d tor ~ttt.tlrle t.x:pay1r1 on a 
eurr&:nt b3Sls. J.'ollowinc an. e.Ae· 1 pt.v ta'f'~ t..1"hJ stlit~.m. D'idlt b./oro 
tht! i.o4ys c.nd tko'U\8 Ocn\it U;,c b;.r lhtJ fr~o. UUJ)' $ookesmn, 1:r . bndolph Paul: 

"Thtt pl"<'bl•.,., ot rut.tinf" incorlL t.a.x• * on a P'\Y-,_s-!"0~0 buts uas • 
en,hr.sized by !Jr-.skh..nt Roost..vtJlt 1n hit rf•Cf·nt. I"''Obet ""'Osti£:9 in co~ .. • 
nte'1on Tl1.t.h l1h r,•qu·~tJt. tn (:0ut;t"eua tor 016,0JO, OOO, (J(X) ot add1.t1.onal 
oollt.:ct1.otl:'l tor t.ilt. ft.uo•,l ?ua· lf')4t. . 

•••n•• • 
•0w1nc to th.· CJ'• ti t. .- .C: 4lMln'\ O! C.hi• individual inoOIM t.U now 

c..kln& pU..ce 1.n 1't IJIOnA to \.:lf' n~d.s, ti• ttrvnt't.btniq; ot ow- tytt.tn 
t' ( inC'I"C&o-t.ax r)r. ht. t,(IS l'o'Ccn&.. 1\ firat. C"l"Jt r Of }Yus1ni8S. 'fM )9, 000,000 
1n!:t1vtduo:G. t.:£--'IT•Y(AI':J r.:cr.air>.Jd t.n p:l)' 1ncor.- "'V'u: or nl.Dost. ~10,ooo,ooo,ooo t~r 1942 :lnCL.:r 4..ht fit\.~'-"" .l."'W ~t. bo atto{ ftt a \;ny of :l"ut.in~t t.he1.r 
to-e obl13:at1ona u1t.h • nnx:il11:r1 o: conv, n\t.nol· nnd & n1.J\iloiU:l ot hardship. 
In acld1t!.or., t.h.• ~,~r,u8ury should b'" fU'ttt. ct..,d r ron ts.x}Xlycr dtlinquency 
llnf.! rcsclt.o.nt. lo:JO of l>ttvuntJLo. Anc.l, tin..ll~ .. , the Gov.,rnuunt. nttcde A 
fler.iblo in.:Jtrununt. ot ticcnl policy un•IOJr \~ch Tf'Vonu~:a \dU rft&Ct. 
opet:dUy t..o chM(!eO ln hx ratn~ and HXCIMj)tUS amt in t he ma.c.ionul income. 

•tor t.t .. croAt. te,..._, or t.wt;~ra tho~ prrsent.. Mi.hod ot collec't.l.ng 
the 1ncone-t.I\X J)Cl~t. 1\.'ts tJtP baste ikt~t. tMt. t.nx po.ynent8 are not. 
~chroni:..,.-d 'With the receipt. of t11G 1~or"- on Wich t.hf! tox 1a besed . 
Thb dcfeet. u.t.sea f)f.rtl.y OOeau."'u inst.al.lr.10nt. pnyl'ICnts 1u·e not t.i.ntd to 
tit. t.ht! r ucel.pt. ot 1nooae ~rd 1)(\rt.l,y buonuac the tftx"!a on o c1ven year'• 
i ncone are not ptt..ynbb until thn f ollow1nr, yMt•. 

4J4U11t** 

•T~ 1'\.!ault.ftnt. las caus«l no ariou:J ~yrknt. problf:f\ u lonr; as 
the inco"'-• t.llX burdl·n '""o rulat.1v"l)' lov, .ond the JKTSON pr1nc1pallJ 
A!'tec~ by tt.l tax -..re :t.ccu.sunt,.U to 8:.v1nf :md bu:Jcctinc tor various 
obligations, lncl"di.nc taxes . But. \t1t.h t.hu t!XJ)Onsion of t.M lncone t.a.x 
tho p&)'llent. lac hall bocOI'\!o. o. vitol problcn. To be< sure-, tho ltl.c does 
not. cause the t..."'XP,'\)'Or difficulty ''D l ('lt\ft !\1 h1o 1neone cont.1nuu at. • 
at.end,y J).'Jca. It, h ()\4\.IV\.1' , hb 1nconu vo.riils tron y..sn1· t.n year, hh t.a.xas 
\till be poorly t;o~Jred t v his r tmeipt. f'f inc(lfle, Ar'lll 1t hit~ inooMO decl ines 
shar ply or c eud t<nt.b·tt}J·, ns 1.t. uno:IJ)l Q)'m•int., r v t.ircnunt., d lubllit.y, 
or daath, the ov'"rhonclnt~ tu.x d• •bt. n!l¥ cau"~' r t:nl hordahi.p11

• 

rtr. Paul f'u.rthtr pninted out. t.hnt. thto chief bencticl.ariu ot a 
pay~-rou-eo 8)"8~' vould be those ln Ua. l.o\J\.r i.ncoc'.e bracket•, aa)'inc: 

"The on:n~hoWnc rwtjorit.!' ft~ t.hr 44,000, 000 t.axpQ1\.TS tor 194) 
wUl be •cu '-.nd a-.1~ ~hrnt.:J"s \oihcae incx~nd .utt.vr ex~t1,..na aM credits 
Y1ll Mt. l.!XCt'od t.b tir8t. sw·t..u bracJ..t~t. ot t;,21000. ntts grou.p cewera, 
tor eXM.plo, alnuJ,u pc,raons vlth ,.,_t. 1.ncunu8 up to ~,soo, narr1~ coupl es 
ltit.hout. dupurdttnt.a wit.h 11t:t. i nc('noa up t.n 3), 200, Md arrhd ct'lupl~ll 
vlth t'IIO clept~nchtn\11 \lith net incoraD up t.o 0),900. It is t.trla V,N'IUP 
\lhlQh is hit Mrdoot. by the de.tcct.a in our pnsent pn,yoont. •!'-"""• 

fa.xpat~r8 1n \h1.a tn"np nre QCC\I.It.oMd t o 11~.17 M nnnt.hl,y 
bud(;et.tnc wrdvr wbich • xpnd.it.trea OJ"e d...r~t.J¥ corre:rntd b7 \he pq ··~ 
Ttlope. 'ibe:y •r. undtr oona!.derable pi"*"'*"' \ott uat: their inCOI'W as .oc·n Regraded Unclassified



u U. bee~ an11Abl.e. h7 rind it. enr••l1' ditticult t.o r.ke 
~,.. P"•oiol"" for """t.inc lunp...a~n wx l.Ull ulolch tall duo a 7eu 
atwr the r~oipt. ttt t.bo 1ncaDe be~ taxed. lkCAUM ot uncert.alnt.-y or 
tn;Jl.eyntnt., t.hecr ca:nnnt HCft.pe Wleert.Aint,v a~t. tut.ure 1ncont. Nore­
(Wer, 1! t'-'1r lncont! s tops bccaust~ ot u.ner...,l.o:ment., entrance irrt.o the 
~ t orooe, ei.ok~as, nr duath, Uw 1nconu-t.ux debt t nr th• laat year 
ot t.nccno Dli!' bocono n oruahin.c burdcu. " 

9. \lnuld not t.Jtt, !tur:U. Plnn be nr r,rOI't benefit. t o urvice nen -.ho 
oro M\4 t)hliaud to pAy a hit;.h WI.X nn t he il' put .Y"~"' e ci vt.liAn 1nooae 
out. nt ll eo ldier • a r~tlttr pel!'? 

Ana . Abe":lut4;:ly. They wuuUJ bu tllt ch1uf b-*ncficiar1u, tine• 
unthtr t ht R\r.ll Pl4n tJ'rJy uculd only poy tax t'n t.heir cw·rent. incone . 
n.oy .-.u.W Cf•&&o hock trru t.hP Wtr treo til irlcc.lfv-- t.n.x dtbt.. lihUe pro­
v1aion 11 ~.., IIWrle tor deteme:nt. ot tJu.i.r chillan inc~-t..u liability 
W'd4!r «:rwin circun.st.Mccs, it. tt.Ul re."Vt1n• tL dobt. \.hlch rnut. tHt di&­
chucod at'ter tho an.r. u t.he7 taU tl• Ctlf"'U bnck t.li'l dobt. nu ha~ t.o 
be r-14 b)" tt.ir v1At"'l3 or ~JU:t. CJ! their ""U.u.t.t, U •1'\1• Th.~t 1baal Plan .,• ._ 
wul4 vipo out this debt. as " rt~sult. .l! ahU't.inc \1• a c.urr•nt. Ollcttftt:Dt 
bld.a. 

10. te thrr o ·~"'tAinc to tho eharce t.h•t. t.N ~bu.enont. of t.bt 
1942 t.&X U.b1.ltty 1n c,rd(.r t.~ tt·t M a currrnt. 'beaU 110\ll.d cause a 
0~,000,1X)0,000 l C.S::l .,; revenue t.n t.b.. <klvcrn~nt, which IOldina • ould 
huu w mlce ~, t•n t.t~ir l't.t.Ul"n t,., pr1Y4lt.oo Ute. 

Ani. It ill o.b:~<•h.t..uly 1Jnst;J...:es . r.ve(\hu Tro"\IW'Y DorMutnent 
conocdeu t.lltlt t.hCl'O \frml,d be r.-• cash lmuJ t.'~···-lhe Government, u appears 
trt!l'\ thu t'\olllU\d.nt: ut.&t.el'll.:nt. by thV 'i"r4'a::rury rcproac:ntll.t.lve, Kr. Randolph 
Ph\ll, buf .. a t t ho \/t\)'a t.nd H ... 'Wl.a ():)s.n1ttoo, 

••Tho 0i)VOmt'l'lont by t ,..rcivinc t< )'t:ar' •1'1X lio.bUitiA!Ie would be 
di11onnlinu oseot.s an o. business \~t\ul.d t..h"\t. U colod its oooounte re­
ceivable froM cunt.nuur-5. --- - ':'he (,• v"rnnon~ d11ttro tJV~n the buaineae 
in thAt it tvu: the J)(l\lur t r nakc Uf> t htt lou b.r O-""Pfllin,g quicker col .. 
lact.lorut and by ilt;pveinu t.dd.l.t1.nM.l ttl):u on tlw ::u:;nt or t1th.r people . 
Thr9ut)l the r ttaultJ.ng p&rti!ll reCiatr1klt1"n ('I ( th•t t.o.x burden the eaah 
rtcolpt.a ut tho Trcnaury c~uld h... r-.1rit.a1ned oYvn U\f)uth t he t4.x liabUity 
ws torctven. 

•AcO"'rd1.nr;l.y it. 1s not. C()JTect. t,.... ~aww U•t. ~· torr.htntll of a 
)"M.r1 1 t.ax llabU1ty ctnbined v1tb c orrnr»nd.i.nc e\rr~nt. lnC<liD&otax 
eollect.S.nn would r educe tl•e eaah tlMf int.,.. t.ht 1'r-tniU1"1. The tt'tect on 
the anount. of n ....ncy Wen into the UnU.ed Stat.o !')"NI'W")' r esultinft f'raa. 
placin£ Ul.- ilfCOM tax c n :.. ew·r f.!nt. 'b."\Si.t and t orethinc a y<..ar' • UlXes 
anMt bo dow.rnlned e~ept by cc:r::vtrine t-his treotaent. with tone alt.er­
no.t.1vt. U t.he conparlaon 1s with t OO preaont. JX...vr«nt not.hcod at existinG 
r&~tea, t.ho cAncelatirn ot 1942 Unbilltlca Cflnbintd vit.h current cullec­
t.iona -.•t eubsoquent. litl.bUhJ.C's nttud not. 1nvulvv e1tJK.r an increase or 
deCNI¥81 in the aftt l \11\t. of O llft(.'Y 1.s)cm lnt.c1 thU ':'r-GIIUJ7 in AI\Y £1ven apa.n 
u! yc,ara . Euch i.nd.ividull ttuhJuet. t t'l t.axat.i\;n 1n 1942 two title year • s 
liability OAncolod1 but 00 1s At thtt stone t.in.e l'CHlU1red t,f\ pn.y another 
l'4.11.1''a l14b111t.)' aounur tlvln h~ o t.hundao W'mld. Individuols who t~ere 
I'IOt. t ll.X(JOYt;JTO in 19421 but Vho bcC(InB 1.aX)lf\Yl'rS IUbetfl\IOnt.l.y, 1dll be 
nblisod t.t• pay thet:r llab111t1oa 1 y..:.r e norn:T ttvm undor exieting lnw. 
IncSividunla '1ho dio, !Jr llho c~aao receivint t.n inoune, ~ the Ooverl'll'lent 
1 ;vuar• 1 te .. taxea, bQt by r.nd lo.rce t.he mnoy l ou f.l n t.helr acoo\ll'lt is 
ottut tv thu cain !ron new taxp.yert who bocin pnyinc their t.axaa a year 
oarlltr . 

"1'hh not r <:1ult. 1.n oone:y paid. w tl1• OoYvnmcnt. dtptnda ..,n. 11tlet.her 
the S*1Dent.a droppod out e;;.cnd or tall • hort. o r tht pqnenu odded 1n 
\.he I NW! 1oar. Thu ~omu dropped out. will bv apf'Md o 't'Or a pe:.riod ot 
nan. U Af\Y r:hcn year 1.s a !"t"•r ot hif:hcr naUoMl i.no'lfW than t.ht 
~ 1011r (If 1942, the • eC.\Ll receipt. ot the Oo'f'Um!Cn\. tor that 
I pan of ~are would be increased by tht o t.nc•. U it. U a )'Ur ot lower 
national tncr.e, e:t~•eri'W'k:nt.ol roceipt.a ..-Jul4 'btt dtltcr Mtod b7 t.hl c tanp . • 

U , U lnooDoo tax pll)'netlta l.n 1943 .,.. bootd on 1943 l.ne- l.not...,d 
ot 1942 1ncone, wo\ll.d not t.htl tlov or reYti'Ne into the froai\II'Y act.ual.l,y 
bo l.ncrooltdt Regraded Unclassified
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IJ\1. lea . '!he 1942 purarno.l lnc:CinD t.cu; l.J.ab:Ult.y 1a e1tb.t.ed a t 
GJ,O,ooo,ooo,ooo. Tho 1943 llabU1ty, allicb under the preunt aystea • 
vould net. c olloct unt.U 1944, i.e eo-t.inlt.cd a t W 1 CICX)10001()f)(). u w 
au\ltl\.lt.ut.o 1943 inccnu tnr 191.2 1ncooo •• • bo.11l tor •••••~nt. ot 194) 
\P.t.--e, w wW net'~ colloet. :;),ooo,ooo,ooo nore t.h11 roar. 

l2 . \.1\1 1D 1 ~ n...cc::SS3r)O t.c• cww:el \.he 1942 llatdll ty 1n r nter to 
e:et M A C\IJ'1"eft\1 pt¥-:t.s-ynu-cu lxtsU? 

Ana. ~t:r t1'k: pn;;s,.nt .syat€:n, , .. pa,v 1942 th.Xoe in 194). U we 
deelru W advance tiMJ t.in~ot o! rc.Yint Ulu 194) liAbility to 194) I Q that 
l"N \IW bt c.n a cw·l'c:nt baui~, sc-:1t•th1n.u nu.st. be Ot'n\1 obc'ut, th& 1942 
11ab111Qt 1 t•r t:.X))(\f'-J'S Ylill ~~ r cqnir\ d l 1 p:.y WI'\ rear' 1 t.ax•JI d·uring 
\.hft tiut yull.r t•f t.ho tra.nsiti•m . TOO •nly \IQY t.ht 11M.tt. to a current 
po.y-oo-;yJu-g«J bttab cun be tl.'•du vJ.t.ho•Ut. d •ublint; Ull tu,~ r oar• ota.xaa in 
on~J yur~1· , Clr U?rt.pd1nn tile !X~et U.:.bilit:' •V( r a pnr1"'d ut ye:..re in ad .. 
d1t1t~n t u curront twwo, 18 by canculline U10 1942 114\bUity, ae propcaed 
under t.hu nunl Plan. 

AM. II' t. " t. oll.. ~ £X:l'30n \1!1n he 1 t..,;~blo incrn~ 1n 1943 w1.l1 
ecnt.1nuv '"' pn.y t.axu jtl.3t. <tU U n thi~ JYK! t. rp.nfl.l1 the t~nly dittennce 
~inc t.hot h1a ~n"'is uwld 00 "\U'S'UJ'1-d ~~ "ab l fl4J t.nef:WV>, rather th'il:ao• . 
IWI 1~ 1nc au. !ln:,y tl• su ""' 1"-d ru l.o>l.ul. 1nc""' 1n 191.) ruld 1"17 

"" l9l,J \.aX. '""'~ 11\-' h&d l:~r 1nC;..Q.s 1n 19 .) t.t•"" in 1QJ2 \lt"Ul.d ~ 
leu t.ax, tonel u .. $1.: wn.. lY.f.i n·'2''-' incrnc ln lq(1 tMr 1n 19 ..4 voald pti)' ncr• we, 

14. Jha the nuru Pl..'\!1 bot:n in\.r"tduc\kl 1n o·u~t'CII 1n t.he f ... m of 
• b:ll? 

A na. Yce, tt.o bill R.n. 20t.21 by uJ'").'Lrllon uf K&Nas1 oobr'accs 
tho basic foCLt.url..a ~~r tho Jru."ll Plnn, lncl,db(u tJw (JiJcJU\rr.o (If the post 
yuar'o t.Nc. 11ubU1ty ' "' ti!Lt \ll! NQ' stl,rt with o olean al.hte Gn o. current, 
PI•Y·oQD-\tO-f!(') \:n.Ria . 

lS . H~~t: ""·uld t.ho Hareh \ 5th t.aA rutQ, lx\ocd nn 1942 1ncor.te, be 
t.r~;~utetl unclor th ... e:~rbnn Sill? 

An.a. It llvulll bu r~o.!(~:u'tlcd ::.s .:t t nt.4l\.1Vu r ut.urn 1.1n lct4) incone, 
sub~ot. t •' ti.nal cdju:~t.n~,:nt Unrch 15, :~IJ. . In ) I'Civr t..., reflect l.nc.r-eaaed 
~;~r Uaor8&uod 1ncon.: ever 191.2, n.nd ll~lJust. ln&itl\ll!"\A.nt peynent.s accord1nt;l1, 
tho ~r nt h..U opt.l m cnulJI tUc ton t\MIO.nded I'U't.1rn un "~ rt the 
eubotquc:nt. q,W\r-ur~ in.:st.cl.l.rlent d:.t.4Js . 

16. Unv v .. ...Wl tJ~ Carl.stm B1ll t.r•t. pcq'blllnt.l rwto in c cnneet.icn 
Vit.h tho til.1nc clt Uit lb.rela l5tb 1·ot.urn, bu_. on 1942 incooe. 

ftlta . 'n'lo!' votWl be O[)!'~Ucd " " the currtn\. lQ(J lt.atd.lit)'. 

17 . J)Qca th:. Ca.rlat n Dill prrovide ! N' "11-l~)! •l ti~ at. t..'tc :s"Nrce? 

Ana. t.:a, pr"(l'visi" n is !Vldo f , r vS.tlil~< ·ldi,Mf: nt. t.hb 1'7W"Cf: beg1M1nc 
1[\1)¥ l, 194). the \rithhol<ll.nc llt tu.ld be t111 \Ct.f'"U nnd ool.a.r it a, at. a rotc 
uf 20 J>t:rccnt nn the Qnnunt. in PXCt!IIS of t.he uauAl oxlJt"'f)ti•ma and crod1t 
tor tht(Kndcrtta, incr(M,t\otl by 10 porecnt. ..,, {\ pn•vloi ,Ml all.tr\..ance tor 
aeaunod d!l<luoti•'no. 'ft\us, on sintlo ptraflna t.ho u1thhald1tlr. V"'\lld be on 
CI.DIJW'Ite 1n c·xceau \l f OSSO per nnnun, c.ncl on rvtrriotl pnro"'no en AMunt.s 
in uxocee ot 01,)201 plutJ ~S f<'r a11ch drpu1kl.ont. The oo[lt'\rtl~ Victory 
t.a.x ltithtll•l.ainr., nun 1n •. rr~ct, lt'•uld bu abt)Uehud untler the Carbon Bill, 
aince tho 20 porcent. r nt.c \ IOuld t.nke cnro f'1 t.hu nut Viotru-y tax U..bU1ty, 
plua tho not inet'fW ~ 11nb1llt,y 1n t.bu tlrut brnc.kct. 

18. Voultt q,uartt .. rl,y inatul.lncnt po,YD.\!f\tl ~ c r ntinuod UBI~r tNt 
CUlaon BUlT 

.lN. Yes, but ~fd"'$ ''"*act l'\&11 liAbUlt;y waa bet~ colltcWd 
&\ tho aource v.l'\&l.d 1\:it htv.: to .D.lke D.f'l1 1nat.al..ltM.nt. J)Q1Dinta &tt.u Jul.7 
ln. Thu-. -'wR llabU1t7 ~-..-edl;.-d U.. ~\11\t. 'W1\h.hdd &t the .aurce 
~ pq \.IM' bo.l.o.nc• un the rq;-.alo.r .Ln.et.Ulnt.m. t.Lnt.oa. 1!\t'lae ~ 
incaM waa ,.,t. oubject. t .,.. vlthl).-,l.al..lne, which • \&ld include 1olt~f'7l!d 
pw'lona &nCl \h."'ao rtt.h t.nvc.s·tacnt lnc:ono, wa\&ld Pft:f thtlr 1\&U. llabWty 
in qva.rt..rl,y Wt.a.ll.Dcnta. 
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19. ~u.lAJ the Q\rlso.n Bill rtr ... vwo 4f0' r(.tlt.t't t.. t.hf>Se t.nne 
aea~nal 1nccrwa, such as r~r.s? 

Ana. Yu, J.t. V"•uL.l pt'l-n.it. t.hM t,.., ll•lJun t!" 1r ~nt.s t.o tM 
r.cdpt. c:t t.httlr 1nc: .. ~, since thoy u •ul.d tn~ up t.., DectnbP-r )lat. tr: 
(U.,. a tttltoat.1Y4J Tl.tW"n f r r t.b: )'~ar f_nJ IVJI«,. tf"- tJ" ~nt. 

20. Is o~· rr:rv~1,.,n nncW t- · naaurtt ttr tiUn- o! r cas.,nabl,y 
nccurat.o tcnt4.Uvo J'cturns? 

I I 'I 

MUt . Y~,;a , a 6 flt.!r c\lnt. int<ruat. ehhrcv h tvuto 1t tho t'inal U .. 'lbUity 
tor th ... y ... b.r1 t~.:J l!i.lju.,tod tllu f •->ll1ll7lnt: Jl~rch l~th, nxcol"CJ.S th~ a.nount 
pal!.~ du.r1.J~t t.hv )•c~r lrt or 1" tl111n 20 pt.r<-vnt . Th~~t 1nt.flrtlllt chtlT':C <1ppllea 
unly tel tht ~xceos cuvunt l•vt l' tl~tt 20 p~.:rcont. In c.tt1tr \lt)t'd:t, • 20 per ­
cent ••ttlHI'UI'lOt'" ia allr,'h\id . 

21 . D ·us t.hu C"tr l3(•r. Dill 1v lllyt.tif\1: t, .., !'»"' V'l1nt pn.snibl<t ••·1M­
talls11 11• tht•so in th.: uppc._r brt,ekrts t.3 'j rt.sult • t :ibn tint; tl\tl 1942 
t.lox 114~1lHy? 

Ans . It tl ~a, in t.Lis ~·: \.'h ~ tb.. t."Ut~lr' a 1ncl"'fla 1n 1942 
t.;)r.C•'1.1JS 020, 000. an.:. tJ4t' 1~42 t.-.x ~"' ul.t! !>t hir:• r th:&n U~~t t.ax ( n his 
191.) 1ncon4r, ho is rt.:quirtt· t.c PEY t :a !--J.s ll'\1,2 inc· n. 1nDW4d r his 190 .. • • 
inc ne. In LIUC:l c·&..~t., t~ 19-'J liaLility vi:J. be .• ba\.Oet itut.•ild -:t the 
1t\4.:.! l.l.ftb1Ut.y. It. 1a c~1knpl.·u.c t t.~t. c. !"--rt-.ct..:Lnro an..rn.,.nt wUl be 
u(fc:rod "'"' Ul!• !'ut.i.•w, 'r t!.t,; h1.U S" '\:S t. rtve pr 'lh r tt"t-~ttW'nt t o 
th. tu .. "1th 1ncl'l~ • -.;ll.:h~· .:n ~ ... ss ot t-2J.OJO. tn <.tl'cct., it. v111 
l'bt\fA e:c. nuch t ttk. 1'i42 1.:; .. , s:;11..;at t..r lo ntt.ributabl• t.r the t1r.st 
020,000 et/ 1Mt':k11 wt..l 0 ouch ~o.: \J'..e 194) A •laa"nt. ae CXCttlf"IS the 
M unt. tLtt.r1buta.h1tl t.•J t.'w n.rst ?'-0,00:> f ine,...rte . The benefit or t his 
prupt soc! "nttoh" p1·• vision v ultt d.ia3pp¢\r ru: tl10 incune ln~rtN.sed abrl~ 
0:20,000. 

22. It~ it true t.h'lt tha lhnl.,...Car1s"n !V'•'OODnl IT•uld ho ""r n<Jre 
ben~tit. t.C\ thu liVbltJv Ulan t n pcra,.n~ in th1 ) \tUJ' braokttto? 

~~ ne. Thin ID't;ur!(:nt ho'\S bi:~n n.1.\:c, but. if it. 1o li"Un~ tu i.'flpcse 
incono taxt•e c•n, pr" t;rcssivu b:,:;in, t.hc'\ the,. •nl;: f'tir woy t ? e~te the 
tux 4611U4rwnt in (l:'tli!l' t u (;\ t eun•ont 1.:J ttl U~ llrtf1W bnni.s, GOO wipo 
out t.he li.w.b1l1t.)' t \ t.ltt" Gano: <.:l.tent it. lno bt. ... n inp.>114ht. J:Very person 
U t.rt•nt.e-1 alilco 1n tho sens.: th:. t. tb.· OOnU f , t hh 19') t.:uc b his 
currtnt. inct.M rat.l•· r tJc.n his 1x.st )'i):.J"':; lnct-tw .. 

23. Voul4l til= obat~:t~nt ,f the 1942 t.ax N"SUlt 1n ere.ctizl; a..ny 
IM.'W' n.Ul~na.ir•a, aa h:l.S been C1~ari;od? 

Ant. Ho, 1!w OUW.tpt.it-n tlnt th6 l•bnt«Knt nf tb: lC)l.l li~bllity 
vould l••v• ttAGlt.h,y rxtrs.;,nt: \dth l&rce t.ax....trH 1942 in.:: ·nea leaves ut. 
l.l t occount the tnct. ttnt ~urin,~ 191..2 they have been f)ll1tr,.• t.he heavy 
UUto:s uaeaavd A(."ainst. t.hdr 191.1 inc•'f'W'31 ~• IIUU as State t.ruc:cs, livi.nt 
~wnse1, chn.rU.'\b1\;. ::,.&, :~.rd s c c.n. The;up h·~"Y t.axoe hftvo continued 
All thr11~:h tile r:.tw Dtt{l]., unJ nvr c nt u JVutinun t~V1111 lx.•t " re t.~ar W"-tu 
'teclar od . It My Nwe nccr Ut.'tl t heir 191.2 t.llll:t•cr, vr l> ,ucht t.AX anticipa­
tio n l'll."'t.,, thl~ Art~ t.hllt nuch t.lto:ul c n t heir 1?43 l 1uh1U t.y. 

21.. Dooe t.ll(l Jtunl-Qtrlson pl41n 1.113\tU.r t.hw 1lflr.1And frT currant, pay­
as-yoUoof:n t.ax.ntil•n? 

Ana . It 1:1 t.ltc uno plan, L ml thr nnly pl.1n, t.h!J t Yt1ll achi eve t hla 
deeir&ble obj ective . All e..thcr plllns consil{.!r &ll by t.ha \tayD and lleana 
Crn.\itt.(>o, tJt which t.hcJ\3 ll clrt.~ nnny, uithvr toiled t.o Mke taxp&yera 
curr ent, o·r Aa t.he pr1co ru.r drdnf: s c r~:qu1r,1J U~ d~ublinu up ot tax 
P'!)'nC:nW . 
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TREASURY DEPARTMENT 

INTER OFJFIC E COMMUN ICATION <:. '"1 ./ 
DAn l.!arch 30, 19~3 . 

TO 

PRO W 

I n accordance with your request , the question or us i ng 
t~~ coroorate income tnx returns ae a partial substitute ror 
the census or ~:~anufactures, which Wt~·•n e Taylor discussed with 
you, ~· been taken UP with t he Bureau or Internal Revenue. 
At ttched i a a memorandum rrom Ur . Helvering giving the Bur eau's 
reEcti ona . 

~r . Helverint recommends ~\at the au gestion to use t he 
corporate i ncome tax returns in t h ia manner be di scouraged 
tor many reaeons. Several or these pointe or ob jection relate 
to the inadequacy or t he material contained in the corporate 
income tax returns t o serve the s1uae purpose as the census 
of mnnutaCiturea . I doubt i f the Depart ment or Commerce people 
pr e thoroughly familiar with some or the d ifficulties whi ch 
are l i s ted in Ur . Halvering 1 a memorandum, and it is possibl e 
thA t t hey may withdraw their suggestion or Clertainly thiru< l eas 
of it after a d1acussion with the people in the Bureau of 
Internal Revenue , 

Ir you think it advisable, I could arr ange a meeting ror a 
, d.iscuaa:1on ot' the problem between Wayne Taylor, or his man 

uc,vJ.ur•e, and some of t he people in the Bureau or Internal Revenue. 
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TREASURY DEPARTMENT 

WASHINGTON 

MAR 2 61943 

....,.... ......... ... 
.... ~....:a.o::'~..--. 

rr.c l.t<a 

lllnlliWIDUH FOR Ill', O.ort;e C , IIO.&e , 

Dl:rioion ot Rooooroh and St&tbt1oo. 

The attuhod ""'110randua t'ro• Ill', llcClure to UDder Seorotar:r 

Taylor or tho Dopartmont ot co-roe, rolat1..g to tho uoe ot 
duplioateo of t ho corporat ion inoo.o tax return tor.~ by t ho Conouo 

Bw'oau in ocmneot ion wit h ito Couuo ot llanutaotureo, io hoiDf; ro­

t UJ'lled, 

Thh ""'110randua •• tranud.ttod b:y :you 1ntor•lly to tbo Bureau 

or lllternal Roftnuo on Maroh 22, lKS, with the roquoot tor oo-nto 

iD r ... paat to the ouu;oet 1on oo.Dtainod therein, 

\'bore are a ..-r ot taCJtoro iDToh .. d iD tbo ouu; .. tson wllioh 

•••• to mo ohould bo rather thoroushl:r explored, 

1, BDollt1,.. Order Required • -8oot1on 66(a ) ot tho Internal 

ReftniM coete prOrtLo lor tll8 1ilopaot1001 ot iDo ... tax rot urno oDly 

upon the order ot tho Prooident, IJilder ruloo and ro"'lationo ot t bo 

Seoretar:y with tho approftl ot tho Preoidont, 

Seot1on •aac.lll ot troaour:y Dooioion 4928 1oouod tberounder 

roqu1roo that tbo -• ot tbo taxpa:yoro wbooo return• are to be 

inopaotft 'bo ot&tod. Thoretoro, in order to oo11pl7 with tho •us­

potloa, an Jzoollt1,.. Order would bo nooeooo.J')' to w.iYO tho proaont 

requ1ro•nt ot opao1t:y11lJ the -· ot tho t&xpa:yoro wbooo dupUoato 

retvno are to 'bo ,1...,. to tho Department ot Co-roo. 

I . O..roh1p ....,.,.,. lot&l>Ue-at Bt.do -'l'ho Conoue ot *'"'' 
t aetv•• li baed • ea&bllam:t, wtille tbll oorporatioo iaoo. tu 

returu are tiled on an -roh1p baa h wbioh oonooUdatoo tho tinan• 

oial and ather dat& tor all tho oeparato eotablio~nto iD ODI eet 

ot tipli'Oo. W1tla the roetoration in tbo lKI .t.ot ot tho prinlop 

ot ti~ oouolidaw.l rot1anll, tbo opportun1t7 oaiote tor roportiD& 

in - oot ot tisuroo tho rooulto or aa .-n larpr ..-r ot aot&b· 

lh~o than r .... rl:ro !h1o ,......nt. any oatiotaCJtor:r induotrial 

olaoo1tioat1on on aa -bllo-nt hoeh , a t:ypa or olaoo1t1oat1on 

wbioh 1o oo illportant tro. tho ot&lldpoint ot a -.-taoturao' oouuo • 
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2 • ~emorandua tor ~. Haae . 

v.oreoTer, tor the , ... reaaon, the oou.ol14att4 r eturu Tolda t he 

poooibilit~ of a geog~aphio distribution ot the ostablitboento 

aooording to peyaio&l looation in the ouo ot the inteuatod 

OOQp&niel• 

a. F1lin§ P.riodo --there 1o a oonotant 1noreaeo 1n tbo 

nUIDber of oorpor atlone ehittint trc:a a oalendar to a tiaoal year 

baoio . The otfoot of thio upon tho oomparabili~ ot tho dat a 

takon trca tu roturn.o with the other data to be inoludod 1n tbo 

m&nu!t.otu.rea 1 o•n•u.a and with prior period& 11 a •tter wMoh 

ohould be oloooly ox&ainod . 

t . Extonoion of Time for FiliD§ Roturno -·The noooooi~ for 

del~y in fllins returna beo•~•• of oontl ngenoiet ot one type or 
another 11hloh are ot a partioularly oorioua aaturo at this ti.M 

Mil proeludo the Conouo trca early aoouo to IIUI)' of the 100ro 

iaportant rot urna. 'l'bo offeot ot thio dolo.:y on the Collluo 1o 

not lcnOWD. 

6. Statiotio&l Detail Ollittod trca 'l'u Roturn.o --Froquontly, 

oorporationo .. n t&l data tor a au.bor ot n .... appoarin§ Oil tbo 

tu return bl&nkJ booauoo, in their partioular inoto.noo, auob data 

art not eaaontiol to the dot oraination of the ir tu; liabi litioo. 

From a tu adainiot ratioll standpoint , t hooo caiuions are not too 

ooriouo, u the oorpor ationo •bo the do tail aY&ilablo to tbo 

ino..., tu; a&ont dirootl7 trca their boob at ti.M ot the field 

audit . 

6. Priu~ ~ooo ot the Tu Return Pona - Tho tax tona 

follow• the tai ni?atute and l1 therefore eUbjeot to frequent 

oho.ngo with ito priur:y objootive boill§ t hat ot aid.ing tbo t o.xpa~er 

to arrho at the oorroot tu;, Ia orclor to -t tbo nooda of tbo 

Conouo , it u:y roqlliro olaooitioationo aod ito:u not prooiool7 

ooaparablo to tbooe dotinod b:y atatuto . Tbo toohniool oo~~aider• 

ationo 1n~ol~od in thio taotor require .uoh detail study. 

OD the &ollOral propooitioa , I ht.n to roo.-.ncl that t bo oU§• 

t•atloa be 41•oou.ra&e4 tor aenral reucma .. llltCIII& ~oh ar•• 
(1) Tho iaportanoo of our tu roturno to tho oollootioa ot 

tho rnonuo 1o ouoh thet a divoroion ot tboir uoo for otatiotioal 

purpoooo 'b:y other &&....,ioo u:y oauao th• to bo loobod upon 'b:y tu­

pa:yoro aa • ...,thl.n§ other tbon purol7 inot.--nto ot taxoth•• 
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(2) fu adaiahtn.t ion bu beoo• 10 oo11plox &Dd t oolmioal 
that ottioioat adm1n1otrat1on requiroo that all .. ttoro not direotly 
rolatod to rnonuo oollootion be avoided. Onoo tbe p too are opened., 
ao ou~sootod, 1Doreaoed. demando aro apt to bo aado tor tho ueo ot tho 
roturM by &117 n..-,.r of a sonoioo and to add IIIUIY 1tollll to tho return 
forme whioh aro not otriotly related to tax d.otormination. 

(a) AI a praotioal a ttor , I do not belioTO tbe.t the 1Dfona­
t1on ouppliod on tho returuo will utiot'J tho neodo ot tho Cenouo 
Bureau. 

-

111 
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DllP'AftTMilNT oP' CoMMilftCil 

CWI'tQ QIP 'niK ~ARY 

WASHINGTOII 

llt.reh 17. 1943 

!o• Ill'. ~ c. ~lAw 
tlllder s.oretarT ot Co 1 ee 

J'roal Howard H. IIC01ure 

In de .... 1op1Jic a na\i.uoal procru tor the DeJIU"'-t 
of c-rce, I baft tried to tol.lolr tba oriteri.oa of ~~ 
ut.111s1Jic ~ ..,.,.,., of data 'llhieh haft bee 1Jl aodatcoa 
tor - U.. &Del 'llhioll..,.. -&Del '111.11 _,,_ to be OMda4 
b7 w.rioua ,...,._t ac-1 .. 1Ddat1Ai~. ODe eMil- of 
1lh1oll the ~ 1e Mlt1Jlc ftt'7 litU. - at. tile pr.act 
U.. 1e thet. of -puat.ioD s- tg retanta ot tile-· ot 
Illtai'IIAl IIIIi • .ut.r ~ ~t.ioD of the 
intorat.Sa oollaotecl ~ b7 tile Ban&• of Illtai'Ml an.on. 
on theM tg r-, it. appear• 1DUra17 taaaibla &114 1a the 
int.areat. of ~ botb to the co+IOI t &114 to 1Ddut.rJ tor 
tba Depar'-t. of o-roa to u\111M oorpors\ion U.OO. ret.urna 
ae a p.rt.1.al nb.Ututa tor iJltoraUoD """ oollaotecl l:''egn'•1l;r 
by tile Banau of tile c.- 1Jl taldD& tile CeDilla of llamltacturaa. 

A ~ of tba data oollaotecl b7 till Bve&u of 
Intarul •• ud tile a-• of tile C.... tor tile ,.ar 1977 
r&ft&le the fol.l.Gw:1Dc1 

BD 
..... of 

(ao\1.,..) 
Clorporat.ioD 

a.tanut 

Bill C ot K 
Oro11 Val8e of 
Sale• l'rOdllota 

<•""••> (ll1lll.oDI) 

m ....ran- 91,979 166,794 60,244 60,713 

DIU ~ - to iadioata tbet for the purpoM ot 
-..riD& eMil .non data rr- .-!~tiM oorporaU• s­
tu rn- -..14 ;r1e14 aUotaetor;r tsc-• • 8UIF of tbe _.. 
~ •c-1 .taUa\11 .. beretot- pui.U • d 1D tbe C:.U.. 

of llaDotaot.na. ror -••• the twecH"I ot tbe ta retolnl JII'C"1M• 
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~ranma to~~~'· ..... ,.. c. !a7lor 
ll&rCb 17, 1943 ,...2 
WoN&Uon for clae81f71nc OCIJ'I)Oftt1ou bJ 1Ddut.riAI•1 it.. 1 
and 4 si1'e eahe ~~ 'llldob - tM - PIIJ'POM u ftl ... 
of product• obteined on the Clnna repe>rt11 i t.e 16 ud 17 and 
Sabldule .l aontlin pa;yrolle &114 OOIII*>IItion of oft1oer11 Sobedule 
.l in addition ehon inftntorile at the becinn1Dc and at the eDd 
of the ,...... 1lll1ob COIIIlU'I wl.th the -of iaftntoriee of "-tlriala, 
euppliee, eta.,• and •f1n1ebl4 pro<taote• ae obtained bJ the c.n.u.1 
atlriala purobaeld cluriac the ,...... ae reported OD the tex return 
• ...,..... wl.tb the llD ......,.. ~. !be ite.isaUon requetacl 
in the inetrllot1ona for t1lliDc out the tex return doubtla11 w1.11 
prortda imwltory and •tlriall dati in at 1eaat ae cr-t detail 
aa publiehl<l in the Clnna tablae. 

!barefore, the oal;r cbanp in the pre-t corporation 
inc- tex return -•MZ"T to ~ the De~t of c 
llith preot1call;r all the 1Dforat1on it 111141 to publiab the 
general etlti.Uce for a Cenna of llulufactllrla would be a fi«ure 
on total .-pl..,....t. !be aclc:l1 tion of tbia fi«ure ebould DOt 
pro1'l ~- lither to induetry or TI'MIUI'T, ainol - fi«ure 
on ellp].oy~~e affected bJ the wl.tbl>oldin& tex wl.ll proba~ be 
eeeantial to the Tree.n17 DepartMnt. 

Ih order to I<Mp the etlt1etiae on a tS...}7 baeie, I 
ebould lib to euueet tbat the Bureau of Intimal a.- aek 
II&DIIfaoturere to inoluda an extra Ct¥(11 of thair inoa• tax raturu, 
'tlhiah can be on a different colored paper ~ the return receiftd 
bJ the Bureau of IDtlrDal lleftm» to faa111tltl ident1f1caUon, 
and thet th11 Ct¥(11 be propar}7 .rkl4 for the oanf1dant1al uee of 
the J)epartMnt of C- in t-...,..11"1 indutry etltiat1oa, !heM 
foru oould then be forardld, wl.tbout dala7, to the c- Bureau 
direet ~ the offioee of the ftl'1ou c~tore, 

It 1a rether d1ff1CIIlt to eets...tl the •nne thet. W>uld 
renlt fro. tbia ooopezat11'1 ...,ture, but oo a baaia of prn1ou 
oen .... ooata, eapeoial17 the 1'IZ'T hea"7 e<q>aM of a .t1ald ewaUoo, 
the •nne to the ao-wt ebould be at laaet t500,000 • ,...... •• 
'llltll aa oonai<lerabla •1'1oa of -.powar. !be •nne to tbe reapollllet, 
bJ Mldna it poaaibla for the Depo.r1aent to ut11111 fiaurea for -.u 
purpoMI 1lh1ob heft 'bMn .,..U14 alread;r for tax pt.rpOMI, 11 aleo 
ftZ'T bard to eets...te, but beeld apon report• reoei1'14 ~ -.nu­
factllrlre on how -" it oolt tMa to co.pile ~aial fiaurll for OIUIUI 
purpc>Ma, tM •1'1oa Dould be .. ,..rel .UUon dollar• a,....... 
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THI: WHITt: HOUel 

W.UHINGTON 

lolarch 30, 1943. 

IIEMORANDUU FOR 

THE SECRET.AJ« OF THE TREASURY 

Ur. Eden (he is not a Sir) 

is going to do the best he can 

about the de Gaulle franc and 

will push it a gain as soon as 

he gets back. 

F. D. R. 
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PROM: 

TO: 

DATED: 

NUIIBKRI 

AMBRIOA!f CONSUL, Alshra 

secretary or State, Waahinston 

Karch 30, 19,11, l p.m. 

5U 

1 

WIU'llY AND GLASSER SBl!D POLLOWIRO FOR SBORB'1'ARnS 

OF STA'l'B .t.HD TRBASURY: 

The l1n1 ted State a Government haa been requeated by 
'l'ron to .. u to Prenchllen raa1dent in the tlnited Stat .. 
North African aecuritiea. The introduotion or the aecuri­
tiea iaaue ia propoaed to coinoide with tqe announcement 
or unirioation with de Gaulle'• roroe•t With the excep­
tion or payment beins in dollara, the ttrma or the iuue 
a.re inttnded to be a1lll1lar to the terma of: tho .. i..,ued 
in North ~rioa. The purpoae or the inue, acoord1ns to 
'l'ron, ia~Tor payoholosioal and propasanda reaaona than 
tor the runda to be acquired. 'l'ron pointe out rurther 
tbat General Giraud conaidere thia matter aa or great 
importanoe . 

116'" 

In reply to Tron we indicated that there might poadbly 
be oo~l1oet1ona with regulation• or tM Saour1t1ea and 
Bxohanse Co-.!ae1011 aa oODoerna ~diate action. However , 
the Oovernm.nt here attaohea greateat ursenoy to a reply. 
A aialilar requeat to sruil baa reoeind a ravorable reply, 
but tho.. addreaaed to Bri ta1D and Spain han thua rar 
elicited no repliea. 
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TREASURY DEPARTMENT 

INTDI O I'I'ICK COMMU N ICATION 

DAft 

Spcr etary Morgenthau 

Frances NcCat hr an 

March 30, 1943 

COllTROVERSIAL I SSUES BEFORE CONGRESS 

Tax Legi slation - The House of Repr esent atives, it apneare 
at the moment a t least . has managed to get itself i nto as 
t ight a stalemate on the tax issue as di d the House ·~ays 
rnd Means Committee in its weeks of debat e . with suooor­
ter e of both t he liays and Means Plan and t he Rwnl ? lan 
irrevocabl y, accordi ng t o t heir own s t at ements , opposed t o 
any mi ddl e ground, and wi th exoonent s of any of the vari ous 
comoromise measures reportedly unabl e to must er a maJor i ty, 
only al ternative appear s t o be the r ecommi t ment of the whole 
~ueetion to the Committee. However, some quar t er s predi ct 
that the House wi 11 pass some sort of a mea~:;ure , obviously 
unsatisf a.ct ory to all concer ned, and t hus leave the maJor 
decisi on uo to the Senate . Still again, backer s of the two 
lllaJor plane claim to have t he necessary sup"Oort lined up 

.... 

for the passage of their r espective measures . House dis­
cussi on ye sterday ended the four days of f ormal debat e, and 
spe~ker s today wil!~ limited to five-mi nute neriods i n an 
ef for t to r each a vote on some of t he a l ter natf proposa l s 
to the ';lays and Means MaJOrity Bill. Among the mor e si gnifi­
cant r emarks i n yesterday's l engt hy discussion wer e t hose 
of Represent ative Di sney who inqui r ed whet her ~J. Ruml has 
"advised hi s associates in the s tore busi ness t hat they 
would be nothing out if t hey f orgave a ll their account s 
receivable. some $7, 000, 0CO? That they would still be on 
an even keel. u.nder his theory, if they canceled out t he 
lay-away pl pn entries and delivered the merchandi se7 ... Strip­
ped of its f alsity, what th~ Ruml Plan amounts to i s thi s : , 
The t the t axpayer get~ 2 year s ' income and pays only 1 year s 
taxes . Duck and dodge and eva.de as they may, the pro­
oonente of the Ruml Pl an cannot esca.pe t J:li e issue." Voicing 
equAl disapproval of the Ruml-Carlson. Pl an yesterday were 
Reoresentatives Mille, Cox and '1/hittington, but among those 
apeaking· in its favor ,.ere Congressmen Jenkins. Gifford, 
Bolton, Bell, and Robsion. 

Labor- Senator ·Connally is expected to r eport to the Senate 
t oday a bill, appr~ved by the Senate Judiciary Qommittee, 

• 
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put l.orizin£ the governa.ent to t nkt> over ol11nt s oroducing 
a rticle~ necessary or useful in the progre ss of the war 
out interrupted by a strike or any other l abor disturbance. 
"t nre st>nt , the government has the RU thor i ty to seize a.nd 
ooe r~te u plant onl y if it i s closed through some def nu lt 
oi. the 11Brt of the owner. Meanwhile t he farm bloc i s a.llow­
i ng the fa rm parity i ssue to r emain temporaril y dormant, 
after Aoministrati on predictions th~t tht> matter would only 
adc. fuel to the fire of the Lewis mine wage dertands . 

• • • 
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rOT to Bf a· -TRANSJ.fl'!VP 
COPY 110,_/_3_ 

QPT!f r'O , lOS 
. ....... .. . 

Inform& tion roco1vo4 up to 7 a . m. 30t~ ). arch, I943 . 

During 28th/29th, at loast 12 F-boata were operating 
orr t.t't~ &as t coast, 2 or our mot.or gun boats sank 2 or th~m and 
seriously d~g~d 2 Cthera. C~ 27th, one or N. M. escort carriers 
unb n'!Ar CI'JillRA!' in tho PIRTK 01" CL'1lB after an internal • 
exrlosion . SUrvivors rtc~ed up. One of v.M. su~rinea 1s over­
due rro~ ratrol in WedJt~rrenoan and must b~ cons1drrfd lost. On 
2fth , I'Usdan aircraft san• a 7 1000 ton tron soort in t~e 8laeb <;ea , 

2 . l;ILlTAID• 

TP!HSU , 8 th A rilly , Durin~ th• ~>itht 27th/28th1 our 
patrols found thot ene~ roelt1ona in the ~~R~T~ llNE had boon 
th1nno4 out . on the 28th, our troops advanced and about 5 p.m. 
for .. ard troops or Fourth lndhn Division and a U.K. Prltade \' 
teachod 1011JA1:E1 ZFLT"~ AND .,All(llA wtUe forward tiom•nt• of 51st 
Dlvlslon had ottain•d • line 2 miles bo· ond ZARA1 -MAP~TJ.'. l'y last 
night 50th Dlvlslon had occupied Aff.OQ and 11Af1'1H. In th• rt qAJ!llA 
erfl our Armour~d rcrces •hich concentrated juat qcuth ~fst or t~e 
"lilac• contained the ene&)' t~rougl'out t~e 2tlth. l'•an•~1le etJ> 
HIIOnrec! Rrlgade and leadlnt brigade Of 11.,. Zealand Dtvislon 
adv1neod -ast and reached an area 15 riles Scut~ ~est or t A?ES . 
wuch equipment and Eany prisoners •ere taken. 

29th . Py midday 5lat Division which hd passed througl> 
U.,• •'artth Line re,.ehed an area 4 tt:iles soutt ot OAM'«; while lnd1an 
Dlv1s1on was 15 mllea south west ot tbe town , ~o opposition was 
met . FL J'AIIIIA vlllaee was occupied and lst Armoured Dlvls1on 
roach~d an area 2 miles to tho North East and North . second r .... 
••eland D1vls1on oceuptod OABFS . 

us . *rctSB· In the OAPSA area our attoek to ca~ture the 
hl &h 1round ~ort an Scut t- ot the CAFSA-r.A~rs rood bPcan on 28th. 
lh• ed•encewas stubbornly r~aisted but by evPnSnl T1 .~ . Forces ~outh 
or th~ to•n tad partl• captured t~1r cbjecttvea and to t~e ~orth 
t~eir line Is about ll &lleo rosl or ~L Gl~TAR . Advanced 
tlertents of the forcE" w)\tct- toC'k f0t7DOI1K art> nO'I' ~. c.1le1 c:outh East 
or th~ town , French eamtl troor• have occupied DOt~ . French Sector 
reconnaisse~E"S in rC'rce were carr1Pd ou~ and soma rrSsoners talcn . 

{tfSt AR~. 2P th. In t~e mornJng, our rorcts launc~ed 
a limited a ac as~lde the DJf~rL ABOID-~EDJE~A~f road . B~ 
afttrnoon those to the Fest or tte road had reached an are& about 
6 mll•s ~orth •ast of tho O,TFRrL ASOID wh11• on the wost they 
edvanctd Nort~•est after auccessfully be~t1n& orr fnem) counter 
lltlc~s . ~any prisoners ~•r• teken. 

~ • All! C.,..PA'l:IO~S . 
2Fth/29th , <;T , rAZA1R5 . l'l tons or 

H. T . en~ fl ••r• drorp&d - cood •eather, no cloud 
and crew• could diistlnCUilh around. df"t.alls cnt1l II'Oke 1f'1t•rvencd · 
I t.teek otr~er 1n 3C .aJnut,ea. w.ark•r bo~:~bs dropped vtr) accurately 
and bomt>1ns •ell concentrated aro.und trem . t~as, ot l ara~ fires 
C1uaed ~any reportS ot aeveral l~ge e7plos1ons . Ant1-a1rcr•ft 
moderete but not very acc,rat~ searchl1Jhts inerrect1vt . 

• 29th. 39 •scorted 'lonturas bomb•d 
sh1prl ns and sll1p• e.rds o t RO'J'T"l•DA)I and ra1ltoa~ cb.loctivos florth 
'• •t· or DORDRrcKT . 6 enemy olrcrott cross•d the Suut~ coosti 1 
wee d&stro)•ed , 1 TY'Pt-oon m1t"J1ng . ~olllb5 'fffiiTE' dropp~tc.'l about 1 a . m. 
on ·•flCHTON and "0V'l: wh•r• 17 r•rsons .. ere r erortod ~1llod . 

29t~/30th. Followin& ~onh•r• desrotcl>od -
~erlln - 320 (2(. mJssintl 
ooc~um noor rssen - IS? (12 alssincl 
SeU"tninc - 7 

~ • DcrtiiUnd - l 
; aircrett cras~ed 1n o .r. or 1n t~ ~ea . 
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Q;HLI~ . weather bad en route but clear ov~r ob~ect1ve . 
Fi res scetter~ a first but some conce~trat1on obtained latPr. 

Fires scatterPd and no hPavy concentration 
cbtai nPd. 

T~NISIA . 2rtb. 292 offensive sorties were flown 
arains t groun targets in the GABr~~l HAMYA area. F.nemy 
casual ties- 9 . nil 2 . Allied- 5 missing. 

I 

,. 

\ 
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"~LIII • Vlea t her bad en rout e but clear over ob,1ecUva, 
Fl res sca tter~ at first but some ooncert ration obtained later , 

cbtelned, 
Fires scattP.rPd and no hPavy concent retlon 

T~ISIA , 21th , 292 offensive sorties wer e f lown 
aealnst groun tar ,ets in the GAP.r~/FL ijA~A area . F.nemy . 
casual ties - 9 . nil 2. Allied - 5 mjss i ng, 

\ 
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OCCU PATION CURRENCIES 

Present : Mr. Bell 
Mr. Patterson 
Mr. Forrestal 
11r. White 
General Carter 
Commander Strauss 
11r. Feis 
Mr. Coe 
!lr. Hall 
Mr. Pehle 
Mr . Luxford 

Karch 31, 11143 
9:10 a .m. 

H.l,. JR: 
are bringing 
want , but it 
States. 

I would like to say as we start that what we 
to your attention isn 't at all what the ~nglish 
is what we think would be good for the United 

I think that what we did in Africa '''o r1ted out pretty 
we!l. Certainly it did from the Treasury's standpoint . 
I don ' t know whether the •nay and Navy were pleased. 
We th.ink this is 1111ch the simplest way. 

Of course, they are worried about a lot of t.hings 
which I don't think, necessarily, should be our worries . 
(Memorandum distributed, copy attached. ) 

Where would you like \o start, gentlemen? 

Mit. FORRESTAL: Vthat will the ultimate idea be, to 
cal! in these special notes, Henry? 

H.M.JR: What bas happened in the case of what we call 
the gold seal, it always flowed to the banksthere in North 
Africa and we either have or will redeem it and give them a 
dollar credit . 
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I t has this advantage, that they have either these 
gold aeal dollars or dollar credit, "With t he result t hat 
all goods for civilian lend-lease ia going to be sold 
because they nave got enough money. Instead of giving it 
away to them, as we would normally, they have ~ot this 
money and they are going to pay for it . That 1s the 
program as I understand it. 

CO!IDH. STRAUSS: Has Gresham' a law operated?. That ie 
to say, has the existence of an inferior currency driven 
dollars in Africa into hoardinf by the local ponulation 
so that it has substantially d aappeared? · 

H.U.JR: A l ittle bit. Pract ically all of it shows up 
in the banks. Isn't that right, Harry? 

l!Jt . l'rHITE: Some is beginning to be hoarded now, 
particularly in Morocco. 

COMDR. STRAUSS: I would expect that to happen in 
hurope , that if an inferior currency was still le~al 
tender in any amoun~s, you would find our money d1sappear. 

MR. \illiTE : You have the advantage in this yellow seal 
currency, however, of deciding at sometime in the near or 
distant future to have it all turned in, in whichcase there 
wouldn't be much use in hoarding it . 

H.M. JR: You mean you could announce as of June fi rst, 
all gold seal currency must be turned in; if it isn't it 
becomes worthless? 

COMDR. STRAUSS: Printed on the bill itself? 

l~. V~ITE: No , but the bill hae a special designation. 

GliNERAL CARTER: One problem in West Africa. ~s t he re ia 
a deficiency in local currency. Whether it is be1ng hoarded 
or not--

(The Secretary exhibited the gold seal currency. ) 

122 

Mlt. PATTERSON : Do we each get a souvenir of thatY(Laughter) 

H.M. JR: Yes. 
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!.IR.PATTERS:>N: What happens if we try to pass that? 

H.l.l. JR: If the te!ler was smart he Muld refuse i t but 
this Hawaiian currency comes back into ~anFrancisco and ' 
that hasn 't been caught . 

COl!DR. STRAUSS : They tried to pick that up. 

!Jlt. \\mTE : We haven't placed any restrictions upon 
the yellow currency because there isn't enough of it. 

P. . ~ . JR: 1 he difference between me and ~ir }rederick is 
I gi ve you the real thing. Look at the stuff he gives me . 
1hat is a specimen ,(Laughter) (BUA note exhibited. ) 

ltR. \IHITE: Sir frederick Phillips c&.llle in late last 
evening, ~ r . Secretary, with eo me statements from his 
:;overnment bearing on this point, v1hen you are ready to 
consid er it. 

GFl'fEII.AL CARTER: There are some areas in which r:e wi 11 
have to arrive at a rate of exchange, or at least the value 
of the doHar, when we go in . 

For example, in Italy we would have to have it under­
stood what the dollar would be worth in Italy. 

H.l.l . JR: Well , l\uat w~ figured was t r,at Tihatever the 
country is, that sometime or other you will do what you did 
last tUie - let us know in strictest confidence. I forget 
how long - a couple of months in advance you let us know. 

GENfRAL CAUTER: About t'II'O months. 

Mk. \\11ITE : I think the General has in mind that after 
you go in and af ter you set the rate of exchange, that 
since you don ' t get the whole country undet• your control -
or you may not - tha t you may be confronted wit~ increasing 
and rapid depreciation of t he lood .our1•ency wh1ch 'II'Ould 
necessitate periodic alterations in the exchange rate, 
which might well happen . 

~· 

MR. PATTERSON : And a flow over the border of the currency • 

• 

• 
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Mit. WHITE : Yes , in the part that you are not occupy­
ing. There may be a number of reasons why the depreciation 
i s rapid. 

GhNI-:ML CAUTER: In Libya t he rate on the lira is 
four hundred and eighty to the pound. '1hat illmlediately 
raises the question as to vmat it would be if you went 
in to ltli!y. 

H.U. JR: •ell, we v;ould have to do rilu.t we did last 
t ime, come to an agreeruent with them and then let some- ·• 
body higher up change it for us. (L&ughter ) After r.e 
aJ ree on it . 

MR. PA'M'ERSJH : What is the rate now in Al~:eria? 

GEliERAL CARTt:R : Fifty. 

MJt. VlliiTE : In Tangier where tllere is a free market , 
it is seventy-five. 

MR. FORRESTAL: How does that tie t o the currency of 
the country? 

Wt VdliTE : Some fil ters back and forth, almost aa · 
though you are giving t hem two separate entities . 

MR. BELL: It went fifty to the dollar , Bob, by direction . 

COMDR. STRAUSS : It would be considerably greater 
when you get into a European country with no sea barrier. 
HaTe you considered it expedient, as in the last war, of 
having all the notes - all the local currency presented 
to the banks for stamping on a certain date , and every­
thing that hadn ' t been stL~ped was invalid? It baa the 
advantage , it eeems to me, of limiting and giving.you 
definite information as to the amount of outstand10g 
currency for which you are responsibl e. 

MR. WHITE: You might wish to do that under certain 
cirownetances such as the one that ! think the general had 
in mind . You go into Italy and you art de &ling with 

, 
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successive depreciations, or the enemy is pouring a 1ot 
of currency in indiscriminately into the area over which 
. ou have no cont rol. You might want to distinguish the 
cut•roncy in existence in the country that you are '>Oing 
into. You can best determine that on the ground. olt is 
a rather lengthy and difficult process, but wou l d have 
to b" done in certain circumstances. 

COMDR. STRAUSS: In, Czechoslavakia and Jugoslavia-­

lb. WXFvRD: If t hat were an enemy measure, 1 doubt 
if tha t would be enough protection. Tney v~uld duplicate 
the stamp. 

MR. BELL : The scheme in nwnber two, you v.ill have 
the currency clearly dis t inguishable. 

Ml!. \'/HITE: Yes, if you use ir;o. 

MR. Bll.L: You could make a rate of exchange between the 
tv.o currencies. 

MR. PATTERSON : The principal thing that interests 
me is the suggestion that this be a local currency of a new 
sort . In thinking before, I t hought that they had agreed 
that except for the immediate invasion stage when ....-e vculd 
use the special marked currency wi th the gold seal, they 
v.ould go over to the local currency, aa in llorth Africa. 

H.M. JR: The trouble with that is this : In the first 
place, v.e doubt v.hether you would have enough, an~ one of 
the things here was the question of secrecy; and ~f ~e had to 
print currency for you - I mean, you used Italy, so 1 can 
stick to ltaJ.y. You say, "We need so much Italian currency." 
1 couldn't guarantee you secrecy. I had ~r. Hall here 
from the bureau of Engraving, but he can ' t , with all of 
these thousands of employees, guarantee you secrecy. I f, 
on the other hand, you said to us today, "l'.e want some of 
this special currency, " we ~ould begin to deliver it to you 
in forty- eight hours. You could have the first shipment 
in forty-eight hours, which would take care of you for the 
first month. 
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~e were looking at it from your standpoint and the 
standpoint of secrecy. The ~ritish certainly have a lot 
of lira, and they want to use them. l•hat I have argued 
he re in the t'reasury is that if we go into Italy, we will 
be the re from t hree to five years , and the hnglish wil.L have 
ample time to use up their six hundred and fifty million 
!i ra that t hey have . There won ' t be any worry about that. 
They will use it. 

And the other thing is, with the little exoerience I 
have had with tnese ministers of finan ce in exile in 
London , I don' t think you can tell them anything. 

MR. PATTERs:>!: : The secrecy t hing, t nough, is very 
important. 

~Ui. FORRESTAL : · No question of that . 

MR. PATTERS::lN : That is a very urgent f actor. 

~ould this funny money here - it ~~uld be funny to us 
and funny t o the local people - would t hat carry any credit'/ 

H.M.JR: ~e put the words United ~tates Government on 
it and we think it v1ould , and it wouldn ' t be in effect for 
mo re t han a month or so . 

J.l.lt. FOIUIESTAL: You mean have acceptance certainly 
by con trast with their local currency. 

~. FEIS: "ould that be put in circUlation by our 
forces , or v.ould we seek some 1oca.l banking- -

H.M, JR: hither way. 

Mlt. WHITE : both. That is one of the things J'at terson 
has in mind. \,e still continue to use the local curr ency 
u it comes in . Tuere is no diatinotion drawn , once you 
get in, between the currency our fo rces use and the l ocal 
currency in there. You go to that as quickly as possibl e. 
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Mk. l'ATTER~ll : lohy r esort to that at a.tl? Vl'hy don't 
we continue to use the dollar wi tb the gcil sea! 'I 

MR. ~HITE : Chiefly because it i s apt to be much more 
expensive. You go into an oooupied terri tory, ltaly or 
r~rmany - one of those countries - and you might end up 
by spending half a bi!!ion to three or four billion dollars 
in that area. 

lo!R. I'A'l"l'ERs::>N : Not i n thia one month. 

MR. ~niTE : I thought you meant during the period of 
occupation . 

MR. l'AT'I'ERs::>N : No, no, you propose three stages. You 
propose a stage for the dollar with the gol d seal, tnen 
this funny money- , and .then finul;r the local currency on 
nn excnange. 

MR. WHITE: No, t he second and third series are identi­
cal except that you come ifl ready with the money instead 
oi' giving i t up in other v:ays , 

It happens to be a dbrferent a~pearing currency, but 
the unit of currency is the same, Clrculated at par, am 
established at the same exchange rate in either case; and in 
very quicx time the locaL population, if they distinguish at 
all , it might have a preference for this currency, depending 
upon, aa I say, h~ much of the a rea you take over . But 
there really are t~o stages. 

MR. I'ATTtRSON : I am abysmally ignorant on the ~ole thing • . 
l!R. OOE: One vi ew on the second money was tha t you 

l':ould pro bebly in some areas be confront ed with cases where 
there was just a l ack of 1ooal curt•ency and money in local 
denominations. 

l.!ll . PATTliRroN : I understand the trouble was too much 
rather than too little. in most of these places. 
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MR. WHITE: Too little in Morocco. We still have to 
use the dollars because · in ~panish Morocco there isn't 
enough of the curren?Y which we are prin t ing for them, now, 
It wi ll be another ux weeks or tv.o months oefore v;e get 
an adequate supply to them. l!owever--

Mk. FEIS: Vlhen they announced a rate that rate would 
set the te~s of exchange built between the yellcwsea! 
dol lar, this new local currency and existing local currency, 
wt.ich Muld be an identical rate for them both. 

J,l.., \.,,ITE: lti.gnt , They circulate at par. If you 
change the rat e, you change them on both. Oth~rwise you 
~ould have confusion . 

l.u .. LUXFOhll : \\ould it be fair to say that if you went 
into a country where t here was an ample supply, you might 
not need to use this currency at al l? 

Mit, WHITE: You might af ter the JJ.r'llly on the ground 
decides the banks could supply local currency;this ~ould be 
out . · 

MH. PATTEkSON : I don ' t quite see the need of i t yet­
an intermediate phase betv.een your gold sec.! dollar and 
your local cur••ency, 

H.M. JH: ~ell, maybe I can explain it, because I also 
am not a technician. '!'he reason to co to r.nat you call 
phoney money--

YR. PATTlhJDN : I didn't say phoney, I said funny . 

H.U.JR: liell , we had a much more dramatic name, 
spearhead currency. Anyway, this special L . ~ . military 
currency t hat is exchan~eable fo r Itulian currency snd 
it is lira and not doll:rs, and we don ' t establish dollar 
crodi ts - isn't that the thing, Har1•y? 

MR. V.l!I TE : ~'h.at is right . 

. .. 
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H.M.JR: And as long as we use the gold seal we are -
it is the same as giving them real dollars. When we 
be~in to go to the other one - and the second intermediate 
one is simply in case there ·isn't enough local currency 
tnue--

t.!.>t. I'ATTER::;ON : What is the british objection to that? 

H.U. JR: They don't fl&nt to use starling at all. 

~IJ . l'AT'I'r:R~N : They object to the first phase? 

H.M.JR: Yes. 

>:R. •:JUTE: They reiterated their obi"ection, 1!r. 
$ecretary, last night. They repeated tba they do not pro­
pose to use full value sterling, and prefer we do not use 
dollars as spearhead currency. but that is a reiteration 
of their position - nottting new on tnat one point . 

They a!so want to use the local currency which they 
have and which the allied governments have, and they 
communicate to us that most of the allied governments have 
objected strongly to the issue of dollars in sterling -
"bat we call spearhead currency. The allied governments 
prefer that we not use dollars. 

I can give you the reasons tney describe. 

ill,. I'ATTERSJN : Are the british using special money 
now, in Algeria'( 

LIR. ~.HITE: No, they don't have any. The~ started 
to use theae British military notes ,.hioh the !Secretary 
showed you, but they were equivalent to sterling, to all 
intents and purposes because we tie them to the dollar at 
a fi xed rate of four' to one, and they were made interohange­
~!e so that anybody could bring those notes in and get 
dollars fo r them. V;e v.ould take the sterling and give it 
~aok to them, and they would give us dollars . So they ~ere, 
1n effect, the same. 

129 
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\\hat they propose to use, now, is this llritish military 
note which they would not like to make interchangeable with 
the doJ.lars; but t hey have not yet made a finaJ. decision 
on that because they are between the devil and the deep 
sea. I£ they don't make them interchangeable,· their note 
becomes less attractive to the local communities that they 
are going into, and the dollars wi J.l soon go at a discount, 
Yth icll they feel will be an invidious comparison. 

That is why they tried to get us to use something J.ess 
attractive than the regular dollar. Hut they may be forced .• 
to follow the same step in the next oi eration as they did 
in North Africa; namely, using t he br t ish miJ.itary note 
to begin with, b~t make it interchangeable with t he dollar. 
But they wilJ. get out of that just as soon as possible, and 
in North ~frica they were able to get out of i t within t~o 
or three days. They got ri ght into the local currency. 

They got out in a hurry for two reasons, because 
people were showing a definite dislike for their currency 
as against the dollars; and secondly, t hey were ,able to 
get a supply of f rancs. 

MR. FORRESTAL: You control the issuance of local 
currency? 

!JR. \, liTE: \.ell, a.f ter you get in. That r.iH be part 
of the Army ' s job. 

~R . FEIS: Isn't it a fair surmise that there ~ilJ. 
be a much more probabJ.e need for this special ~ocal currency 
in enemJ countries as compared with the countr1es, Harry, 
in which you have now got operating friendly gover~ents 
situated in London, even though you don't consult tnem -
and I aeree that you can't. 

H.M. JR: You agree on that'f 

MR. FEIS: I agree t hat you can 't. I also thinle- ­

H.M.JR: Do you agree you can ' t consult them? Do 
you agree so far, that we shouldn't even consuJ.t theM 
on the rate? 
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Mrt. F~IS: No , sir, I think this strikes just the right 
!ine, but I think they will be likely to be opposed to the 
use of any such new local currency as we are suggesting, and 
althou~h they are not consulted in advance, I think most of 
them w1ll be in a position, very speedily, to let us have 
any needed supplies of local currency; even in the absence 
of prlo1• consultation . And therefore I think, in practice, 
you will find that we can proceed in those countries -
countries like Belgium, Holland, and so on, without resort­
ing to the special local currency which you would have to 
use in the countries like Italy, and so on . . 

llR. WHITE : That raises a question which I think the 
Secretary would like to co~ent on - the difference in troops 
coming in after they have used dollars, and then cooing in 
as the British would like them to come in, in some cases. 

!,(,{. FORRESTAL: I wi.il have to !eave , ' r. Secretary. 

H.IA. JR: I wanted you to know about it, but you people 
don 't do anything. You just go ahead and spend doll ars . 
You don ' t pay any attention to what we say . I just wanted 
lo be polite, you know. (Laughter) 

(Ur. Forrestal left the conference . ) 

MR. WHITE: That is all right in the Fiji Islands, but 
when they get into Indo China they wi ll probably have to 
disc·1ss these matters . 

•• 

H.M.JR: Herbert, taking •hat you are saying! you are 
perfectly right, but it is comparatively inexpens1!e for us 
to print up some of this iecia! currency. Tnere lS a great 
difference whether you go nto a friendly ene1a,y country or 
~1hether you go into Italy, for exeJnple ; but one. of the reasons­
just to point out - I mean, if we had this spec1al currency -
which I think is particularly the '>tate Department and the 
President - we are told that the t.nellsh want to take ail 
the lira out of Libya and substitute a spec~al c':' rrency. there 
and use the Italian lira in this military Sl tua~1on, whlch 
is a purely political thin"· And l think. certunly you 
people want to take a position on that. 
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I mean, do you want to just suck out ail this !ira'( 
1ne had that in mind. Do you get what they are going to do? < 
Then they will Give them some kind of British currency, 

Mil. WHITE: lh•itish military sterling. 

H.lA. JR: If we said, "Gentlemen , we don't need t hat, 
11e have a special currency of our own," t he re would be 
some argument for you, but the State Department ought to 
definitely advise us on t hat. 

MR. FEIS: We are preparing it riltht now. I dnn' t 
think we nave any anxiety at all regarcHng this plan 
applyin& to countries like Italy. In the case of our 
allies , I th ink the feeling ~111 be, if it is at all pos­
sible , to avoid using any new local cu rrency of our own 
making. See whether they can provide any local currency 
we need at once , the chances of which, I sufpose, are 
entirely dependent on the course of the mil1tary campaign. 

It may very well be t hat , as this thing develops, 
the element of secrecy in some situations will just fade . 
That is, you may be in one country on the border line of 
another country , and it is no secret that as soon as you 
can you are going to try to break through to the next 
country. It is hard to foresee. 

H . ~l . JR: herbert, llilat I v1ould like to do , unless 
these people feel very strongly - the ~tate Le )artment 
feels very strongly about i t - is this, because r.e will have 
a f'icrht witb the ~>nglisn. I \',ould like to get an agreement; 
one, o M a1•e to use our gold seal currency in the first 
instance; then to have Mr. Hall pr int up some of this and 
have it in stock. Then , after a11, the expense involved, 
co1upared to military operations, is insienificant . It is 
t he1•e ; and t hen - but it take s time t o do that. I mean, 
unless he out s these dies . Supnosing he ha.s the dies and 
everything ready - that is all you would hove to do , isn't 
it? 

1\n. HALL: And buy the paper. 

•• 
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H.A\.J R: but you wouldn ' t do anything only just have 
it there, and then if General ~arter or somebody said 
"I have to have it, as of yeste••day," the ship is sail­
ing, or• t he ai rplane, and you want it - it is there if 
you are short of currency. If you don't want it, and 
you have enough local currency, O.K. 

It setms to me it is jus t a good precaution. 

Llk. l'A'M'illt9JN : Yes. 

H.loi.JR: \,hat harm can there be'/ 

G~~ERAL CAKTER: To supplement the local supply if 
there is a shOrtage? 

H.M. JR: Just if necessary. If you don ' t want it, 
all right . 

GENERAL CARTER: It •r.oul d be in blank until we cllll 
for l t? 

H.M.JR: Until you call for it ; then it is just over­
printed with whatever country you say. 

Mr . Hall says that within forty-ei~;bt hours f rom the 
time you specify the country, be can begin to deliver it 
to you. 

l.llt. t'ATTI::r®N: 110 t he British aho object to our 
use of any of that money? Do tney "ant to take their money? 

Mh. v.I!In: No, no, 
for them of this money. 
wil l be Hritish military 
States. 

in fact they want us to print sone 
The differ.nce will be that theirs 
notes and ours would be United 

But t hey would, as I say, prefer that we not use the 
dollars , but this special currency, or local currency, 
tl1at y,ould be provided and i3 belns made available by the 
various allied governments, alreaay. 

133 I 
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I am not c.Lear f rom J.r. Feia' view, and 1 think that 
is one of the Roint s we need to clear up. He said he ~ould 
not discuss "A , the exchange rate . l hat is clear. 

"B" , the l:l'ritish--

J.IR. FEIS : No, I agree with you that I thil:lk i t is 
appropriate to handle the exchange question as stated. 

l!R. V.JHTE : As stated - ask t hem for a memorandum, 

J34 

and that is aJ.J. ? . • 

llt . FEIS: That is right. 

liR. WHITE : Then the further one - "B" - is, if you 
rely on the use of this ~ ecial funny money for local 
currency, and leave for determination as to whether you 
will use that , or whe t her you ~ill have adequate suppl ies 
of local currency after you get in - leave that for the 
determination of the Army on the 'spot after a week or tv;o 
or tb:ree of operations . Then there l.s no need to conduct 
any negotiat i ons or any discussion with the al l i ed govern­
ments as to using t hei r money. ~·hat bas the advantage of 
reducl ng disc••ssion r.i t h any exiled gove1•nment to a 
minimum on this front , at any rate . 

If, on the other hand , you want to use their local 
currency T.hen they go in, as the british Trish to do - the 
British ~ish to come in equip~ed not only with the British 
military ate1•ling, but also, 1f it is hance, with French 
francs . That is not a good example, but with Be~gium . 
M th the Belgium currency, ai'ter they have had d1scuss1ons 
with the belgium government - after they have bed arrange­
men t s for the currency which the belgium exiled government 
is printing in London - made available t o them. So t hat 
is that . 

I don' t kn ow whether there b&s a clear decisi on been 
made on that poil:lt. 

I gather that we would prefer not to have any discussions 
with the allied governments at al.l , but after you go ill a 
a territory, then you cen aee ~hat )OU r.ant to do . 
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GENEkAL CARTER: The ~ar Uepartment has taken that 
position in the case of the Belgian government. ~e did not 
v.ant to disc1ss it in advance . 

lffi. WHITE : Ot her than this request for a memorandum 
f rom each of the allied governments . That is the only 
contact they t·:ould have between this government and that, 
~ith respect to currency matters. 

That is the issue, I think, that has to be clarified. 

H .~ . JR: V.ould you be worried it u asked very one 
of the countries - each country fo r a memorandum? 

GENERAL CARTER: I suppose if it r.ere done generally 
it MUld--

)1]{ , WHITE : 1'here ue ten of t hem. 

MK. PATTLRIDN : That element could be used en print­
ing of the money. If you saw i'it you could pl'int some of 
every country's money. 

H.M. JR: Well, that was the cri~:inal suggestion, that 
r;e frint the di es for each country, and I said, "No, I 
don t unt to do that," because it h - ull, it is up t o 
you people. 

MR. PATTERSC~ : I • ouldn ' t like that , really, though. 
It savors a little of forgery. 

lffi. 'loHITE: "•bat is t:hat the :ieoretary felt . 

Mit. PATTERSON : I should think it would be resented . 

t.{Jt, WHITE : That is one of the J'tasons - the ArJny 
coming in with its pockets filled with the local currency 
of the country the ~ecretary fel t as though - fo r i nstance , 
if the Japanes~ appeared here with t heir tills full of 
t'nited ::>tatee currency - new currency - tbe feeling Muld 
be that it was counteri'iet. 'lhat ie the chief reason the 
:iecretary preferred to use the authorized go!~ seal in the 
earlier stages - something very definitely Un1ted States 
military authority. 

j35 
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There was no camrufl.age about it; the implication was 
tnat it w~s a definite currency used by the mi litary forces, 
and not eithe r counterfeited or looted currency. 

U.l!. JR: When I was in Lisbon , a place that is just 
filthy with brand nell Bank of ~ ranee thousand-franc notes -
Just filthy with them - and as harry said, the thing -
the first month when you land in one of t hese countries, 
and your pockets are full of their currency, the people 
can• t help but be suspicious . 1'hoae people are so much 
more sensitive, even than we are over in this country . 

~k . ~RITE : Though, as a matter of fact, you are not 
taking any more out of it. It appears to the people that 
you are cheating them out of something - coming in their 
country with their money . They are not able to figure out 
the fact that there is no t a great deal of difference 
between getting it that way, or printing it yoursel f ; but 
I think there is a somewhat different psychological reaction. 

Mlt . FEIS: Mr. !:iecretary, I think I can clear up 
1!r. White• s fear that t here ma~ be obscurity. 

I suggest that if there is an agreement, that the 
dhcus sion - and I am now only talking about friendly 
allied governments - there ia an agreement that the con­
sultation - prior consultation with those governments 
be limited with requests for a memorandum on exchange rates, 
and that there shall be no prior disous~ions looking.fo~•aro 
to having their supply in local currenc1es, but I think 
also--

H.li.JR: Well--

JAR. FEIS: lYe are not to enter into prior discussi ons 
with them, but the purpose of having them arrange to 3.1pply 
local currencies - I agree to those two features of this 
memorandum. 

I aleo anticipate that their preference will be strongly 
against having us use any new and special local currency, 
•md that , therefore, the moment military considerations 

•• 
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permit, which might be one hour after our troops land, 
or in circumstances where military secrecy may just not 
be present , end tr~t may also occur as this campaign goes 
on - in either of those tv10 cases , then , we immediately 
ascertain whethe r they cannot provide us with all the local 
curr·ency we may need, in v.hich case we ~ill not have to use 
this new special currency . 

11:• •• 1\HI'TE: :>omethint; more than tr.at-­

il .I!. JR: •hat is all right . 

l!.>t. 1\l.ITE: I think there is some thing a little more 
than that • • 

H . ~ . JR: Just ~ait one minute , pl ease . out you also 
aliree that it is wise to have sorae of this special currency 
In the Dureau of !:.n~;raving? 

Jlrl\. FEIS : Yes . 

J; . t1 , JR: Now, harry'? 

~~R. V.1!ITE: You have been directinG your comments with 
respect to security, which is rea! , but I think in addition 
to securit;y, even though the t hing, ior reasons of security 
you may be able to discuss l\iih tliem, ther•e is the further 
fact thatit is felt that the less "e discuss matters of this 
importance or significance with exiled governments the less 
co~tments of a political character there are ~ith any 
existing government . You have a freer band , ~t~ch the 

1J7 

State Uepnrtment would wish. And I think .it ~st be borne 
in mind that the exiled governments in obJect1ng to our 
use of dollars - in insisting that we use their local currency 
do not have the interests eithe r of the occupation or the 
military invasion - or possibly the people - at heart. 

V.hat t hey are chiefl y concerned with is , I think, 
strengthening their OW"Il statUS with resvect t o the goVern­
ment to be dealt with. I think ~e cant be nai ve on that 
score . 
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The refore, I think that 11e agree with you up t o the 
point that after the 4 nny goes in there , and afte1• the 
authorities are in t he re , t here 1'1111 be other consi cerations 
beside seouri ty which the :,tate Department and the "nny 
will wish to take into consideration whether or not they 
~:o into local currency. 

h. J.I . JR: 
end, hart•y . 

I don't see but what you arrive at t he same 

ii. .. \,HJTE: If we do, fin e. 

I'R. FEIS: We arr ive at the same end , but there i s 
one statement harry made that I dot •t know ~nether I unaer­
stand . You are suggesting, harry, that they are going 
t o object to our use of dollars . 

Mk. I'.HITE : They have - they do . 

MR. FEIS: \\ell, I am not neat•ly--

1.\k. VoHITE: They communicated tha t through the British 
Treasury last night . 

MH. FEIS: I am not nearly as afraid of that as their 
ob jection agains t our use of a special new local currency. 
That, I think, would be the point of dispute . ~ut 1 agree, 
at least, to the same conclusion that--

H. r . JR: General <.arter was goinc to say something, 
teren ' t you? 

G~NERAL CARTER: I would be interested to know what the 
Bri tih view would be if our position is that we are not 
going to discuss the use of friendly allied currenc~ • If. 
they don ' t agree with our position , and have had d1scuas1ons , 
say, with Holland, we are in a difficult position to make 
a change to anything but whatever they have agreed to, 
after we stop using t he gold seal dollars . 

H.M.JR: Look, General, when we started on this thing, 
before the African thing, the English went so far as to 

. ... 

Regraded Unclassified



- !9 -

say they had this money printed and t hey wanted us to 
use it. 

GI:.~!EIW.. CARTER: That is r·ight - their BMA notes. 

H . ~t.Jll: l\e refused to do it and said we v.ould use 
our own. I think v.e are in a s t rong enough position. 
All I can concern myself with is for the benefit - I say 
the Army and !levy is, up to the time you land - and then 
you are &oing to do wnat you think - the co~anding general 
is in charge, isn 't he? ~d if, out of this meeting, the 
State and llar and !levy sal' , "AJ.l ri&ht, we are in agree­
cent , " then I am wiHing to take on neeotiations vis-a-vis 
the t.nclish . 'fhere is no use pro!c>nging it . 

If llr . Pa tters:>n says he wants to think about it, 
or• if he wants to express himself, all rig)lt . H the 
State ~epartment - i f Mr. Feis says that - unless he 
Y:ants to consult his supel'iors - if he is satisfied, 
I am satisfied with wha t he has to!d me , to go ahead with 
Sir Frederick Phi!li~s, if the Arm¥ and Navy are satis­
fi ed. I mean , that 1s up to the t1me - I just take up 
to the time you !and. 

GE!,ERAL CAJtTEn: It is pretty clear M want to use 
the do!J.ars. 

ILR. PA'l'TERS:>t! : Yes. 

Gll:ERAL CAhTER: 'ne want to use the doHars . 

H.M. JR: Up t o the t ime you land, then . \\hen you land 
the commanding general takes over? Isn't that r ight? 

Mil. PA'l'TERS)N : Yes . 

tUl. BELL: If he wants the new currency, you nave it 
for him. 
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H.H. JR: If he wants something else, we will try to 
get it fo r him. 

!.!ft. BELL: If he want s to use dollars until he gets 
in touch with the local authorit i es and have their own 
currency printed just !ike Africa-• 

Hit. FEIS: Again I say, that in the case of these 
friendly countries the transition fran dollars to some 

1 ·o • '+ 

new local currency is a decision that ought to be dis-
cussed back here before it is taken by the local com:n.and- .• 
ing general. As l ong as he i s operating on dollars tnere 
is no question . It is the transi tion, but that , I think, 
rai ses the question-- · 

Mit. PA'ITERs:>N: No doubt of the fact it is a good 
thing t o have this in reserve. 

H.M. JR: ~ell , the com~anding general - if they are 
aU as good as Eisenhower , they will always send wo r(l back 
for advice . 

GENERAl. CARTER: Yes, sir. 

MR. BELL: A good many of those decisions are kept 
back here purposely, aren • t they, General? 

H.M.JR: How about Commander Strauss? 

COMDR. STRAUSS: I think this ia a very intelligent 
arrangement. I haven't any suggestions to offer. 

H.M. JR: How about BEW? 

MR COE• We liked it. I think on the last question, 
th.at it · shouid pro ve very helpf'ul to t he .~<nny and llavy. if 
they, when the policy decision i s made that you are go1ng to 
call in the government in exile, and it take s over, that 
then the monetary arran$ements with. that country become 
mo re intensive . Otherw1se you are 1n an awfu l--
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II.!! . JR: Maybe I am putting my head in the sand, but 
I think if we can get this straightened out with the 
EneJ.ish up to the time you land, and then }8 ve this other 
currency in reserve, it seems to me that is about as far 
as you can see ahead. 

!.lit. PATTER.3) N: Yes, sir. 

H.}!. JR: Is that all right? 

J,L,. PA':'TIJ\SQJ; : Yes. 

H.M.Jn: The hnglish aren't going to like this . 

~~. '!illiTE : '1he English want t o reserve t he privilege 
an d they think they will pursue t he practice of coroing 
equipped ~th their British military notes and with the 
J.ooal currency which the exiJ.ed governments have made 
available to them, even if we don • t . They want to be able 
to use either one from the very start- wnichever~ey 
prefer. 

· The reason for t hat is they realize that if they use 
the Br itish military notes, they have to tie them to the 
dollars as they did in North Africa and i t becomes equiva­
lent to dolJ.ars or regular sterling. 

They want to use the local currency which t oey feel 
won't cos t them anything, as quickly as possible. 

l.lk. LUXFOiiD. Doesn • t that coauit us to use that 
J.ocal currency, too, if they want to? 

Mlt . v.HITE : I think not. They use local currency; we 
can use whatever- -

!.lk. LUXFORD: 'lne re it is in circulation. Are you 
going to have three currencies in circulation? 

MR. \~lllTE : No, no, jus t ho lOCal currencies. 

Mh. LUXFORD: And the refugee currency. 

• 
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!.{}(, WRITE: .Kefugee currency? \that is that? 

MR. LUXFORD : You have the currency they are circu­
lating now, the refugee government ourrency--

~!ll . WH ITE: That is the local currency. That is the 
one they are going to get . 

Urt. VJX"'RD : It will look different than the other . 

142 

l.!l\. ' tRITE: Oh, yes, the American - there are lots of ,. 
notes . No tice the United ::.tates notes; one is silver t 
and one is a Federal lleserve banknote. They are dii'i'erent 
appearinc, but they are dollars . 

GENEkAL CARTER: That seems to me to be rather confusing 
to the COllllll&llder because if the British go in and immediately 
are equipped with local currency, and they get off of their 
b~~ notes as fast as they did in North Africa, it seems to 
me that we are conunitted to that currency, then, at once. 

MR. WHITE: I don't think so . You are only committed 
to the acceptance of that local currency on the same basis 
as any other local currency, ~hich is prefectly all right, 
because you are not conunitted to any of it until you make a 
decision to commit yourself under any terms that you want 
to. Subsequently, it leaves you a perfectly f ree band. 

J.IH . BELL: Haven't we got to have an agreement with 
the British? 

MR. 1\I!ITE: It doesn• t matte1•, just as it doesn 't 
matter now. 

II. !.!.JR: I think this - I think if they use Bt.W - (Laughte 

MH. OOE : That is not the funny money. (Laughter) 

Ji .M.JR: PI/A currency. (Laughter) 

I think what we should say to the English. is t~~: 
"If you insist on going in with your BIU, Bri hsh Mllltary 
Authority notes , we go in with go!d seal. Then before we 
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snift to the local currency, v1e certainly should consult 
·~tltll each other." Tnat is the point you are making. 

GEi1E itAL CAH.TER: ~hat is r ight . 

H . ~IJR: 'Inat we should consult? 

JAit. Fr.IS: Yes, sir . 

G!:..EltAL CA..:'lTC..K: ln other mrds , they will not ~o in 
r.ith local cur1•ency in hand and be&in usin~ t hat unhl it 
ls a0recd upon by both . 

i! . !.l. Jl<: Both Co= aoding i1eueraJ.e7 

Gl:.1ll:.lu\L CJIRTr.R : I should think so . 

Ma. FEIS: Yes . I agree with t he ven~ral . 

H.M. J]t: 'rha t is the point you made . 

MR. BELL: Yes . I do agree with v.hat leis says about 
the loai currency •one hundred percent . 

H.Ll . JR: .. hat is that , Dan? 

J.l.ll. BELL: About consulting tile exiled governments • 

H .~ .JR: That is just ~at I said . 

Ia it agreeable to you that I take on 
pleasant negotiations with the oritlah and 
back? 

LIK. PATTERSCll : All right. 

t hese very 
then report 

l.!H. BEll.: I have two questions ( y.ould J.ike t? raise -
r·ather unpleasant, one of t hem. VIe have no appr?J>l'l a tion 
with which to print this currency, and I Y.onder 1f the 
~rmy oan pay for it. 

H.M.JR: I t ook that for granted. 

,. 
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GENt.lW. t:AltT i!:R: \'le can pay f or it, s i r. 

!.\:l. BELL: You wiJ.l pay for tne printing of it . 
!.\t•. Hall works on a reimbursable basis, mostly. 

Tne otner thing is you said t nat tnere would be no 
dollar credits established for t hese countries where this 
cu rrency i s going to be used. I tnink, azain, t hat t he 
.. ar l..epartment i n buying this cu r r< ncy, are getting this 
cur rency f r om us, ought to pay f or i t a t t he rate of ex­
change established and ~e ought t o set up dollar credits on 
our books. 

!!. ~! . .rn: I am ,.,iHinc for you and General Cnrter and 
liarry \',hite to work t hat out. I think it i s impor tant ..e 
have somethi ng back of it, even i f it is only a credit on 
books. 

You don't want to get into that , Fe is, do you? 

UR. FEIS: No, sir. 

MR. WhiTE: It is strictly an accounting procedure . 

t.\.1!. BEll.: More t han accounti ng. 

H.M.JR: ~ell , if Bell and ~arter and you get togethe r 
on that , wnatever you agree - is that all right with yru, 
Bob'/ 

MR. l'ATTERSOO : Yes, s ir. 

H.M.JR: ·what else, Dan? 

MR. BELL: I just thought somebody might be. interested 
in seeing twenty billion dollars' worth ot' secul'lhes. 

MR. \'.'HITE: I think it m1ght be inte••esting to, this 
group to show the deterioration in the Treasury: ~.e had 
a discussion, and when we ended up , Mr. Hall sald.to. 
l.l r . ilell , "Oh, by t he way, Dan, t~ere is henty b11110n 
dollars I wruld like to give you. (Laughter) 

• 

•• 
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(Certificates handed to the Secretary. ) 

H.J.l.JR: What is thia? 

MR. BELL: Those are one-day certificates we give 
to the Federal, certifio11.tes for our overdrafts. A hundred 
million dollars apiece. 

!Alt. HALL: Tllat is the second order in a month; forty 
billion in ontr month. 

H.M.JR: This is the way we got the Ruml plan defeated; 
I took this up in my pocket. (Laughter) 

We got votes changed - we gained nineteen votes. 
• lit t le expensive, but worth i t . ( Lau~hter ) 

Yh. WHITE: Before you ebd t his &eeting there is one 
question that needs to be decided. Mr. Feis, I don 't 
think, understood because be didn ' t give you the answer 
to it . 

The llritish have asked us for permission to absorb the 
LibTan currency and replace it with sterling, in order to 
equip t hemselves with lira in case t hey need to use it . 

Now, I don't know whether herbert commented on the fact 
that he baa or bas not a concern with the queation- -

H. 1t.JR: llay I answer for 1ou? He says be will 6,ive 
us a written answer. 

llR. 1GUTE: - I am sorry - I beg 1011r pardon. 

One other point the British made--

ll.M.JR: Listen, you can ' t be .like a photographer, who 
always says, "One more." (Laughter) 

llR. WHITEr Phillips wanted me to be sure to point it 
out. I would like to point it out, and then pass, because 
we have oonaidered it carefully. 

~ 45 
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co - llr. White 

Opera to r: 

HMJr: 

Lealie L. 
B1ftle: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

H>IJr: 

B: 

lll!Jr: 

B: 

HMJr: 

B: 

lll!Jr: 

Oc ahead. 

Hello. 

Mr . Secretary? 

Speaking. 

March }1, 1943 
10:10 a.m. 

I was going t o call you this morning. 

Yeah, I was anxious to ge t word rrom you. 

I talked with Senator Berkley about that 
matter, and he had hoped to arrange it to­
morrow. 

Yes. 

But he round out there were eo many commit­
tee meetings. The Banking and Currency is 
having a meeting • ••. 

Yes. 
~ 

•••• so he says tbat it1 s doubtful ·it he can 
have it before Monday, and he wanted me to 
find out it that would be al l right with 
you. 

Monday would be tine. 

All right, eupooee then - eay, 10:30 Monday 
morning? 

10:}0 Monday morning. 

And we Will - we ' ll arrange to have it in 
Room 201, Senate Ottice Building. 

Room 201, Senate Ottice Building. 

Yea •••• 

Now •••• 
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B: 
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B: 
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B: 
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• ••. and he's going to ask the entire mem .• -
membership of the Banking and Currency Commit tee 
and Foreign Relatione Commi ttee •.• • 

Yea, 

•. • • and Senator McNary will be there. 

Yes. Nov what about that special commit t ee on 
Post-War Pl anning, that committee of ten, are 
they •. • • 

I think it would be well. Let ' a see, .est o f them 
are members of the two commlttees , but those that 
are not, it would be well to have those also. 

Would you do that' 

I ' d be happy to do it, air. 

Now that1s 10:30, Room .... 

201. 

Room 201, Senate - Senate Office Building. 

That ' s right. That ' s the southeast corner or 
the Senate Office Building. 

Yea. 

That1 a right!next - by Senator Barkley's office. 

All right, then I think 1111 have one in the 
Houae in the afternoon. 

Fine, fine. 

Fine. And then you will include that - sort of -
Post-War Committee. 

Include the three committeee, in other words. 
That 1a • • • . 

Yea. 

th Second committee, and the two •• • • . • • • e 
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Right. 

•.•• standing committees. 

Thank you. 

Fine. 

Thank you. 

Goodbye. 
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LAZARD FRF.RES 

Present: llr . Irey 
Mr. Pehle 

!.:arch 31, 1943 
10 :10 a .m. 

152 

H.J: . JR: I ran into something very interesting h st •• 
ni.;ht in the 1940 re turns of •'r. and ... rs . Altschul which 
you may be enti rely aware of; but if you ere, you haven't 
mentioned it to me. Didn ' t I ask you (Irey) to really 
~o in and make a check in Lazard Freres? ·.;as it you? 

l.n. P":I1LE : l:y recollection is that - this i s just 
my recollection - there was some r equest made of Revenue 
in connection with Lazard Freres, hut I r. ouldn ' t swear to 
it . 

~R . IREY : ~ay back in the beginning? 

11.1 • • JR: i'.ithin the last six months . You peopl e said 
r,ou ~en t in . You didn ' t do it very thorou~bly, so I said, 
'Let' s do a real job. " 

CR. PEHLE : I t hink that proba~ly was aaaressea to 
us . 

H .~ . JR : Her e is the thing - I thought /OU ana I 
would go over it together . You toln me - see bow good my 
me~ory i s - that there was a five million dollar capital 
in Lazard Freres of which a million ana a half v.as put 
up by Frank Altschul . 

MR. PEHLE: That is r ight . 

H . l~ . JR: Now it turns out that tha t million and a , 
half i a not his - look at me - but it is !d'S • • Utschul a, 
and he pays her twenty thousand dolla rs i nt er est on it . 
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t:f(. i'EitLE: 1\orenty thousand dollars a year? 

IU' . JR: On the million a nd a half . 

II\, Pf:~LE : He ge ts sixty now. 

ll . : . Jit: Now t.ait a 1•inute . The Bureau in this note 
(inoicating note attached to incoflle tax return filed by 
. r . and Lrs. Altschul) has questioned this , but it doesn' t 
say Y1hat they have done about it . But here is the tning 
~hich e ~ain doesn 't cneck : ne left his securities in the 
fil"..a1 t.hlch looks to me - I aid it very hastily and I 
iQII t u.nt to ::ro into the -,hole t t.i n.., - it looks to n.e 

It tnouyn be naQ left, as nis contribution to the firm, 8 

·couple of million dollars ' Y.ortn of securities ss bis 
investment in the partnership. he can trade in these 
securiti es as he wants to, personally, al tbou ·h it is his 
contribution to the firm . 

t;ow, are t here two contributions to the firm? There 
is no question about &lrs . Altschul haviny l oaned the mil­
lion and a half, •rut what are the se other securities which 
are in there - that is, when his 11hole investment 1·.as only 
supposed to be a million and a half? Ther e is s~nething 
that doesn't make four . Forei gn ~·unas didn ' t kno1·. it 
v.asn ' t alr. Altschul' s money - the million and a half'. 

1.1,,, PEiil.E: lie borro11ed it fro... ner? 

H.lo! . JR: You aidn't kno,. that? 

~R. PEHLE: Ko , I didn't know that . 

HS. JR: Lot me just take a minute -, llere i~ the 
part which I don't understand; I just don t ,et 1t . The 
balance of the income from the partnership - the taxpayer 's 
euarenteed drawings of twenty to twenty-fiV e t housano a 
·yea r from Lazard Freres - the oalo uce of income f rom the 
partnership is mado up of dividends , stocks o~ned h~ the 
taxpayer personally but used as partner dhip - as e1tber ­
less taxpayer's she~e of depreciation on furniture, fixtures, 
and so forth, and so on, Th1ch is d8led on December 31, 1937 . 
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The capital loss of securities is char ged to the taxpayer's 
individual los s, although sho11n on the partnership books 
in Lhe same way; dividends on these stocks are the tax­
r•eyer ' s , although in cluded in the pa rtnership eccount and 
credited' to him . 

"Explanat~on of ~his erren:ement is as follows -" end 
I ~.ant to say 1n pasSlng that you certainly ou ,ht to get 
out r rank Altschul's partnership egre~nent ana?ell the 
nubennips . If you havtn' t exii.J.inea the..a they should 
r,tVe IJee:t eXIilllinea , · ' 

l.R. PEb.LE : I think the; have been lookea at. 

!t .• • JR : They should be. I mean, just v.nen did the 
rrenchmen come in'? Is that recent or ·~nat? 

"On December 31, l\:l3?, the old partnership of Lazard 
Frer es us dissolved end the nev. partnersnip of the same 
name was formed. The taxpayer withdrew his capital in the 
forua of securi ties and then redeposited mosl of them as 
cepitd ~lth the new firm . However, it is provided tha t 
these securities are his . He gets credit fo r the dividends 
on them end is chsr ged with losses on sa les or credited 
v.i t h ~a ins . The losses sustained on the sales pert of the se 
accorainely makes up the reater pert of Lhe capite! loBs 
tho~n in tax~eyer' s r e turn . Furthermore, since the securities 
are actually and so forth . ~~hen the taxpayer ~ithdrew 
his capital in ' 37, the ola firm - taxpayer sustained" ­
that ian ' t it. 

The point that I can ' t r et throuph my head is this , 
"Interest pliid, tto.enty thousand to !t~len Alt~chul , on a 
loan of a n,i llion and a half . This 1nformatlon has been 
sul:mH ted to Internal Revenue for further investi r.ation ." 

t'o11 the point is this : You told me he hes a million 
and a half . This says that nt the end of ' 37 he redeposited 
hie securities wi th the firm . 

LiR. Pl:l!LE : That ''as just the end oi' one partnership 
agreement, and the beginning of a ner, one • 

H.V. JR : But he can't have--

154 

Regraded Unclassified



- 4 -

.R. PEHLE : I think hie million and a half is in the 
form of securities, but I t hink it shoulo be carefull y 
stuaied anyw. y , 

H.J • • JR: No. 

1 R. PEHLE : \Vhy not? 

H.!'. JR: The million and a halt bel on s to f rt. 
Altschul. 

1~ . P~HLE : That doesn ' t etop it f r om .eing in the 
form of securities . 

H. · . • TR : Put he is teldr.- 11 loss in the <ecurities , 
fro~ his o~n return, thet he has deposited • 

. :R. PEHLE: Be borror.ed from her , put it in securities , 
and then he ge ts a loss on the securiti es thet he has the 
mone;> invested i n . I don ' t see enything inconsistent . That 
rce.y not be the case. 

H.l.: . JR: I don ' t think it is the case. 

J/.R , PEHLE : In any event v.e oueht to find out for 
sure ~hat the cas~ is . 

H.r . JR: I t is socet hing t hat a men like E~er 60ing 
in with you woula say, "...r . :.lor gen thau, it is r.h• t you 
seid it is,• or - what I am 6ettinr at is, meybe the 
French don ' t have that much money 1n there. 

l!R, PEHLE : I am sure they do , L r , Secre tery. I am 
sure they have that much money in there . The French part­
nership has alv.ays had the two- thlr•ds capital in there . 

H.M. JR: You may be r i ght, but this looks funny to me. 

MR. PEHLE: We certainly our ht to find out the answer .• 

H .~ . JR: I mean--
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A'R . IftEY : l~e ou~ht to ~et these tr.o sets of documents 
tocether, our returns ana your records . 

H.J,f . JR: It may be perfectly according to Hoyle, but 
I just - where was it r saw tho thin~ whl eli amounted to a 
couple of million dollars? This is 12-31- 40, capital 
of Lazard Freres on books December 31, ' 36, four million 
seven . " Then they take some losses , which brings it down 
to four million five . Then received in distribution 
11-1-37, two million three . 

'R. P~PJ.E : Altschul received? 

H .~.JR : Yes . Then my inference is that he reaepositea 
that ••i tb the firm . 

A'R. PEHLE: l'lith the new partnership . 

H.1'.JR: Yes . 

lffi . Pr:HLE : That million 
and the rest is private funds 
~ife . That would be my guess 
to be sure. 

and a half is. the capital, 
either belonging to him or his 
until we go into it thoroughly 

H .~ . JR : I don 't know; it certainly isn' t clear. 
There are two angles; there is your angle . You certainly 
should look at the partnership agreement as of ' 37, the 
new partnership agreement . 

Affi . PEHLF: We will look at both . 

H .~ . JR: Then there is his return, an~ there is this 
thing, his 11ife's money. Y.~at form is it 1n?, I mean a 
million and a half is the f1 fU re that you tola me . 

1'hen on top of that it looks as though there was 
another two million three which, if correct, -.ould leave 
very little for the French . 

J. R. PEHLE : We will cbeck that. 

H .~ . JR : You admit that it looks confusing? 
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VR. PEHLE: It certainly looks confusing. 

11. 1 . JR: The other thine I v.ant you t o do - I l'lant 
full de tails and e full' explanation of the million two 
thnl went to Switzerland . I 111ean l want a complete 
s leteruent from the man - which on e of' the ho partners 
<lia tho t? 

~ 't. P':ttLE : Singer did that , I am quite sure . 

I .. JR: r.bose money "as that? 

• .t. J>~iiLr. : 'Iba t us money the t belonged to t he two 
~ ren clu:!en1 Pierre David-\~eil1 and Andre ~ qer . It Ytas 
here in tne name of a dummy corporation . Singer took 
the OtOD ej and- -

H •• ' . JR : I went the two ~·renchmen to gi ve rue a sworn 
statement in full detail , to the best of thei r knowledge 
es to what happened to the money after it got to Switzeriand. 
That is what I want to know. I went a sworn s tatement from 
the two Frenchmen as to whet happened to that million two . 
They should come clean on t hat . Tha t is the big one, isn ' t 
it? 

l'R. PEhLE : That is r ight . 

H .~ . JR: Tney should come olean . I want the full 
de tails from each a sworn stat ent of ~nat the purpose 
behind that ~as . ' That is a question of good f aith on their 
part . 

L~ . PEHLE : I am sure we will - et it . 

H.!.: . Jlt: eut you haven ' t !>Ot it? 

J:R. PEIILE : \,e haven ' t e;ot it, we hadn 1 t questioned it . 

H.M. JR: I want each one of them to make me - "lil' . 
Secretory, we did thi~ . This is whet we had i n mind, it 
went there; and t llis 1s what we tnink - "or know, or 
surmise--
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.t.:h. PEHLE : Would it be just ae--

H.P'.JR: ••• after it ROt to Switzerland. 

~'R . PEHLE : ... just as satisfactory if v.e do it 
in the form of questioning them under oath? That is our 
preferred way of doing it . ~e will get the information . 

H,l' , ,TR: That is all right . V.bat I v.ant to know ­
~ fellow - the esse came in here the other day . A man 
•.&s saj"inr this - "I know, • and "this ia surmise • but 
at least I nant their sui'Jlise of the million tr.o: 

•"· PEhLr.: V.e r.i.ll e;et the complete story . 

h.t . JR : To me that is awfully important . This is 
just a sort of by-product . 

t'R. PEIIT.E : We intended to get the full story on 
the million two . 

H . ~L JR : I want it . 

(Income tax r eturn filed by ~r . and ~rs . Altschul 
handed to 1\r. I rey by the Secretary. ) 

h .r . JR: What I r eally would like to hue -
go back - I would like the partnership traced to 
time that Altschul went in as head of the firm. 

LR. IREY: Trace the terms and all of that? 

I "i 11 
the 

H.U.JR: From the time he went in as the head of the 
firm which must have been around - I don 't know - the 
early thirties, but from that time on, and the time ~e 
put it in . Was it always his v.ife' s capital or r.as 1t 
his co pi tal f rom the time he went in and look the place 
of Geor1•e Blumenthal? George Blwnenthal used to be the 
head of ' the firm then; Altschul forced him out end took 
his place from thet t ime on . 

l'RS . KLOTZ : Is that the same Blumenthal at l'ount 
Sinai? 
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H. !. . Jk: Yes . The whole t hine us very funny at 
t he t i me . They forced Geor~e Blumenthal out. he ha s 
died. v,hen he died hi s wife wrote th11.t lovely le tter 
saying the t her hus band he d a hays been such an a dmi rer 
of mine . 

Altschul f orced this man out . 

He had been the head of it; he r1as a br ea t money­
me ker . Ear ly in ' 30 on some questionabl e business they 
forc ed him out . He sort of wooed these Frenchmen; then 
the1 ~ot him out . 

!..H. PEttLE : Altschul 's father u s v.ith this fi r.:J in 
!:.an f' r ancisco v.ay back. · He keeps referrin" to t ha t . 

H.! . JR : But the thine - Blumenthel v.as a greet money ­
maker . 

''R. PEI'LE: Altschul has never been in this firm . 

H.J.1 . JR: Blumenthal was . He is one of t hese born 
money-makers. I am just curious , When Altschul 1\ent i n 
to hke Rl umenthal' s olace, was it his money, or his 
wife' s money? Is t her e really Frencn .none;, or isn ' t 
there f rench money? It is al l very pertinent . 

~R. PEhLE : Certainly if t here 16 an~ poss i ble 
ques tion. 

11 . •· . JR: Then es I say, t here may oe so:ne t n.ng on 
this r e turn, and ye t nobody questionec t hi s t hing. 

J.'R . PEH LE : We will work toyether on it • 

H. ·. ,TR: I \',ant to know. I like to play( the l!ame) 
of detective, and 1 can smell it, c&n ' t I? Laught er 

MH. I REY: You sure c&n . 

H.M . • TR: I can smell it, csn ' t I? 

~'R . IREY: I am still wor ried ebout whether you. 
told me to go into this matter, hecause your m«nory lS 
too good for me. 

' 
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H.l' . JR: I told one of you people . Didn • t you 
have a~ents in there once? 

MR. IREY : V1ay back in the beginning when first 
organizing the Foreign Funos Control. When they got 
orcanized, we stepped out of the picture . 

IJ.:.L JR: I told somebody - I thought it wa s Revenue. 
You went in there once and did a quick job. I said, "Do 
& thorough job ." 

MR. PERLE: That waa us - you told us . 

!SO 
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H.¥. JR: Has everybody seen Gardner Co~les ' .letter? 
(keferrtng to letter addressed to Mr. George Harrison , 
drafted by Mr. Gardner Cowles, copy attached. ) 

!!R. BELL: No, not everybody. Gaston has got it . 
I don ' t know whether you have seen it or not . Have you, 
Mr . Peabody? 

MR. PEABODY: No, sir, I haven't. 

MR. BELL: But you saw the memorandwn. 

H.M.JR: Do I send it, or don't I send it? I want 
to be toli. 

WR. GASTON : No. 

YR. BELL: They have been trying t o get this for the 
last e lght or ten months. First it started with Lowell 
Mellett; he sent over a .Letter. We turned that down, and 
then I believe the next one came - George Harrison tried 
to get a quotation of one of the speeches of Rando.lph Paul 
to put in some sort of a bu.l.Letin or .Let t er. 

MR. GASTON: Two men came down here from the Life 
Insurance Institute to talk to Handolph faul and they had 
a .long statement incorporating some quotations from Randolph 
Paul' a speech. They wan ted faul to iasue it as a statement 
or as a letter, 

Regraded Unclassified



• 

. - 2 -

MR. BELL: That was tul'ned down. 

This ad with these five or six statements in it came 
to 1\r. Peabody about ten days ago, and we went over them. 
\.e see no ob jection to them if they want to use them. 
They asked us if we had any objection. The word "give" 
in the first sentence ought to be ".lend." I t hink that 
is as far as ~e ought to go. 

LlR. 1'£ABODY: I got t hat changed. 

H.M. JR: Has everybody seen t uis? 

MR. BU I'FlllG TON: No • 

J.!R , GAiJBLE : No. 

H.M.JH: llave you seen it , Harold? 

MR. GRAVES: No. . 

H. M. JR: I am not in a very eood mood this morning; 
I am exhausted, having been wHh the Army and Navy and BIIVI. 
~hen you feHows .leave this room you can adj ourn to J.<r. 
Bel.l' J room and decide it for me . How is tnat? 

!.lll.. BELL: O.K. with me. 

H.U. JR: I will do whatever you say. 

Gardner Cow.les should be answered today, and I think 
George Harrison should be answered. 

!.ill. BELL: Have we a utter from lleorge Harrison? 

H.l.!. JR: No . 

MR. BUL : You mean answer Co'lies? 

H. J.\ . JR: J)ut I think somebody should spea.k to Geo rge. 
We don't have to treat him as a stranger. 
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JdR, BELL: He knows your position . l•e have talked with 
him a good many times. 

H. M.JR: But that ought to be done t oday, and I think 
that Peabody is the man to do it. It is publicity, isn 't 
i t ? Or do you (Bell ) want to do it? 

l!H. BELL: No, I think i.lr. Peabody ought to do it. 

H.M.JR: But today . 

I&R. PUBODY: All right, sir. 

~ffi. BELL: The other thing is the question of a chair­
mllll in St . Louis • 

H.M.JR: Yes, sir. 

!I.R. BELL: Cheste r !Javis ie f l ying out tomorrow mo rn­
ing to attend his last Hoard meeting and he said while he 
was there he would like to talk to Walter Head, if that 
is agreeable to you, to become chairman . 

H.JI.JR: V!ho is \\alter Head? 

ltlt . BELL: He is t he man recommended by the bank and 
he is a man recommended by occles . 

H.lti . JR: "hat does he do? 

lffi. B.b'I.L: He is president of the ltissouri Pacific Life 
Insurance Company. He has had a great deal of ban~g ex­
perience . He is probably about the best known man ln 

St. Louis . 

H.M.JR: Is he t he fellow- -

J,fi~ BELL : President of the Boy Scouts. 

H. hl . JR: ~d Cross? 

llli. BELL: USO. 

•• 
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H.M. JR: Is that t!aister? 

r.:R. BELL : He is the man in J(ed '-rosa . 

ldH .. BUFFINGTON : That rna.n is an except i onally good 
or~anizer. 

){J(, GASTvN : \'rhat are they proposing this man for? 

Mil. BEll.: Chairman of the l•ar Hnance Co!llillittee for 

J64 

the :>l. Louis Federal Reserve Diatrict , ·• 

1\1\. GAS'l'Cti : Doe sn ' t Chester have the Victory Fund? 

U .. BeLL: Hi tt , who is vice president , is acting. 
He is not the type of man t hat ou~,;ht to head till s organi­
zation , and he Vlill. have all he can do to run his end of 
the bank and be acting while "nester is away. He will be 
vice chairman . 

Mf(. GASTJN: Elmer is checking up on t his man's 
income tax re t urns , but otherwise ne is one of the most 
public sprited and we!l known citizens of :>t . Louis . 

MR. BELL: I met him a couple of years ago ~hen he 
first became president of the Hoy Scouts of America. He 
is really very nice . 

H.).! . JR: ~hat often i s truel but sometimes 'tney have 
a weakness on this income tax. Laughter) 

ltR. GA::>"l\)N : Sometimes. (Lau$nter) 

H.lo!. JR: v,ha t did roobbins say? He was there yesterday. 

MR. BELL: I haven't ta!ked to ~bbins yet . 

H.M. JR: Vie!l , you and--

MR. BELL: He ought to CA!l in today. 
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h.H.JR: lieU, if you and thia c roup here, plus 
ltabbins, plus Jur. Eccles, agree, it is O.K. vlith me . 
hOI\ i 8 that? 

JUt. Bhl L: O.K. 

l..M.JR: Mr • .c.ccles should be consulted. 

llli . GAST<li : Then t J ere is this letter here t hat you 
~anted t o take up at t his meeti ng. (Heferring to letter •• 
da ted 1!arch ~9 f rom !Jr. George allen. ) 

l:adden - this i nsurance company ia i ns i sting he has 
to see you abOt; t that proposition. 

man . 
H . ~'. JR : \"/ell, George Allen i s just an insurance sales-

M!· •• GASTull : They can't tUk to any suborainates. 

H.M. JR: By gosh, they are going to ta!k to somebody 
besides me, 

MR. GASTON : It was brought in v.i t h the word I should 
t ake it up . 

I: . M. JR: I don ' t think a t t..o o' clock is a good ti::~e -
t~o i n the afternoon on April ~. 

Mh. GASTON: Yes , and t hen this minor feature, I don't 
think you ought to make the talk. (Laughter) 

H.M.JR: Herbert is 'I{Onderful. (Laugnter) Is it the 
spring weather, or--

Gamble you can have the good wi th the bad. You can 
say to George A!len , "No . " Do you (Bell) disagree? 

MR. BELL: No, but l think the r e ought to be somethi ng 
done here to coordinate the speeches as you were trying to 
get a speakers' bureau. 
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H • .M. J li: Were you here the other day? 

Mk. BELL : Yes . 

H.M. JR : When I had a little talk vii th Theodore 
Roosevelt Gamble ? (Laughter ) 

!.!h. BELL: I don't think so. I don ' t know. 

H.M. J R: V•eren' t you present when I a~ked him about 
the speakers' bureau? 

UR. GRAVES : I don ' t think he was here at that time . 

H.ll.JR: You weren't here . 

I.!R. G.MVES: I was here . 

H.!.! . J l!: No , you we ren ' t . 

MR. GRAVES: I heard one such conversation. (Laughter} 

J.!k . BELL: I heard several. (Laughter) 
• 

H.M.J ft : Harold wasn't here . 

UR. GAJ.lBLE: He came in late. 

H.U. JR: I am very definite because I made some remarks 
which I wouldn't have said if you ~ere present. \ Laughter ) 
So I am not going to say whether they •ere good or bad, but 
they were to Ted, so you can imagine what they were about . 

I thought you were here. 

MR. BELL: Maybe I was . I have heard this speakers' 
bureau come up t wo or three times. 

H.M.JR: Look at Gamble, no t me . 

MR. BELL: I unders t ood most speeches were to clear 
through Gaston . 

• 
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H.M.JR: As to content . 

MH. BELL: I think the dates ought to, because Randolph 
Paul is making two speeches in Reading, Pennsylvania, next 
Tuesday, one at noon and one at night , and I understood 
one of them is a tax speech, and l.lr . Williams of the Federal 
;~serve Bank of Philadelphia said he has had some repercus­
sions from the chairmen of hia OOJIUI1ittees t hat they don't 
think this is the time to make tax speeches; and I would 
like to have any speeches made by Treasury people kind of 
cleared or coordinated with what the tederal rtesel'Ve •• 
president is doing. 

H. M. JR: That is a little bit di!acult , but tUis I 
can say : Gaston is the ft nu word on content. !Ught? 

MR. GASTUN: All r ight. 

H.M.JR: You are certainly not going to run a speakers' 
bureau. Llr . Graves and Mr . Gamble are bound to give m.e 
the name of a rnan who is going to head - did I hear-- (Laughter) 

l.lt. GAMBLE : We don't have a name. 

H.M.JK: To bead t he speakers' bureau, so they won't 
have botn J. rank Knox and Cordell huH making a speech in 
Chicago at the same hour. 

Now, if I may tell you, Paul said lest nignt that he 
thought that after what happened in the House, t nat there 
l.Ould be nothing done on the kwDJ. plan or ant i - linmJ. plan , 
or tax bill, until a.fter the first of !rl..ay, which ia 
three cheers for us . Certainly if that is the case, I 
think all t ax speeches for the time being should be post­
poned . 

MR. BELL: Check, 

H .. M.JR: Give us a breathing spell and let us sell some 
securities. So you had better get hold of Paul. 
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1fR. BELL: I think every soeech made throughout the 
country, certainly the president of the Federal !~serve 
Dist r•iot ought to knew of, and l'lhether or not it conflicts 
with anybody he has got. 

H.M .. TR : 'that would be this man that Galllb!e almost 
has ready for us, you see, 

I!Jt. BELL: Ju.st ready to step in the door, Ted? 
( Lau:thter) 

H.M. JH: This man - I think the dating and the contact­
ing the Federal ·~serve Bank as to speakers will be the 
head of the speakers' bureau - somebody that comes in - but 
the content of the speeones out of 1\asnington will be 
l.r. Gaston. He v.ill be fi nal. 

MJt . GA~"'IN : If it is anrhing as i de from liar Bonds 
and l•ar Loan Drive speeches, thlnk, if I alll going to pass 
on content, I ought to know if anybody is contemplating a 
speech on anything else. 

Lilt BELL: I think whoever heads you r speakers' bureau 
ought to work vecy closely llith Herbert as to .nat is con­
templated. 

J.\R, GASTON : Certainly I don ' t want to tcy to run a 
speake rs • bureau on l•ar B6nds . 

H.M. JR: I wouldn't let you, Herbert, even i~ you 
begged me . I am too good a friend of yours . It 1s a 
lousy job. That is true . We will fix up an order. 

~hat else have you got? 

MR. BELL: I haven • t anything excep~ I though~ you 
might be interested in the Treasury part1cipation 1n the 
~ar bonds . The Office of the Superintendent stands out. 

H.J.: . JR: Office of t he Superin tendent? 

•• 
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~m. BELL : The labor forc e has twelve and two- tenths 
percent of their salaries , with eighty some percent parti­
cipation . 

H.M.JR: Am I not in on this? 

JAR. BELL: I believe not - isn ' t the Office of the 
Secretary there? 

H.l\. JR: Yes, we are pretty good . 

(Mr. Thompson entered the conference. ) 

H.:!. JR: Norman, make a couple of notes on this, will 
you? 

The content of all Treasury speeches, where there are 
policy matters , shpuld be cl eared by Mr. Gaston -
all Treasury speeches by anybody, from me down. From me 
down , because he writes my speeches, so if he doesn ' t agree, 
I can ' t help i t . But starting from my office . 

Then on routing of speakers out of this office, I 
mean, out of Was ttington, and helpin~; the •,;ar Bond, !.'1- . 
Graves and Ur . Gamble are going to get a new man to bead 
a speakers' bureau . This man should advise the twelve 
Federu t\eserve Districts if a Washington speaker - a 
National speaker - is coming into hi s distri ct. 

Fix me up - I wouldn't make it an order, but a little 
memorandum from me to circulate around. 

JAR. THO.IIPSCN : Yes, sir. 

H.!! . JR: If you please. Does anybody want to add 
anything to this? You (Thompson) can show it to Bell. 

MR. THOMPSeN : Ur. Gaston is eoing to clear the 
speeches at OWl? 

MR. GASTON: I do it through ~hick, but that is all. 
right. llut I would a?preoiate it if I kn ew about dates lD 
advance of speeches, other than •1ar llond speeches, by 
members of the Treasury staff. 
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H.H.JR: You might show it to Bell and liaston and 
Graves before you bring it to me . Have theminitial it, 
I would like it to clear tonight, because there are a 
couple of speeches popping. 

MR. BELL: A.re you going to tell everybody, or is 
!lorman c;oing to tell them, "No more tax speeches"? 

no 

H. lt..JR: Ho, I want the order. Once the order is 
out, then Gaston has the authoritr,. Gaston will say - .• 
if he said to Paul this morning, 'No more tax sneeches, • 
Paul would say, "How do you get that way?" If ~ston has 
this(, from tomorrow morning he says , "I get this way, this 
way. ' (Indicating) (Laughter) 

L!lt. BELL: That may .help that neading situation, be­
cause that is the tax speech they don't want. 

H. L!. JR: I don't want tax speeches. J.et the country 
take a breathing spell on taxes . 

(Mr. Thompson left the conference. ) 

MH. BELL: That is aJ.l I have. 

llR. GRAVES: I have nothing. 

H .11. JR: Anything good? 

Kk. GRAVES: All t hat I have i~ good . (Laughter) 

H.M.JR: I could stand something cood. Let me have 
something good. 

UR. GRAVES: I have nothing specific . As far as I 
oan see, everything is going along well . 

H.M.JR: Peabody? 

l!R. PEABODY: I have a report that yesterday I met "!ith 
Frank Tripp and Barnum and Don bridge, and the who~e subJect 
of the aotivities of the Allied Newspaper Council lS now 
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wei! tied up, rolling, generally, in teMas of wnat was 
di scussed on Monday. 

In other words , that is ail under control and i t is 
oing vecy we!l. T,ripp is writin <> a !etter to aU the 

newspapers Vlhich is a very fine piece of copy. I mean 
he has Jot - Tripp is an individualist, and he has got ' 
Tripp 1 t hrough it and it is a good job. I t hink r.e 
~ i l l get a l ot of cooperation. 

IUI .JR: Vobat cb I do? 

~·a. PEAPODY : tiothing, sir. 

H.t: • .rR: I don' t have t o do anythi ng? 

Hit. BF:LL : \•here are the letters? 

MH. PEABODY : The letters, as I understood - I have 
them here - I understood that the !etters bad already 
been cleared, ~(r. Be!l. '!'bey are t he ones I got from 
you and there is no change in them. 

Hit. GA!:>'TON : I had a question t his moming about t hat 
joint letter f or the Secretary's signat ure and l!r . Tripp's . 
has t hat gone? 

Wt . PEABOt Y: No, si r. None of it bas gone. 

II.M. JR: but do I understand I don ' t have t o send any 
!etter to the publ ishers? 

171 

MR. PEABO[Y: I mistook your question, Mr. Secretary. 
You had one short !ett er which u s di rect from you to t he 
newspaper ~ublishers . (Referring to ietter "To All NeliSpaper 
Publishers dated ~pril 3, 1943, copy attached.) 

MR. BELL: That has to be signed by the Secretary. · 

Mit PEABODY: That is goi ng to be a processed job, 
Mr. Bel!. 

•• 
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I think t he ~ecretary should see it, 

I thought he had. 

H.M.JR: No, I haven't seSJit - at !east , I don ' t 
t hink I have. 

It!!. GASTON: 1'hs.t is the one tt.at r.as boiled dol\'D 
tnn t I gave you. 

H.A!. JR: (keading) "To all Neupaper l'ublishers. 

"To make current and continuing war financing a com­
plete success we 11ha!l need the wholehearted cooperation 
not only of the newspapers but also of newspaper adver­
tisers. 

"In addition to the powerful aid that your newspaper 
itseH can supply, I shall be gratef\tl for your help in 
informing business and indust:•y in your community of the 
important role t hat sponsored !ocnl newspaper advertising 
can pian in advising the public of the urgent need for in­
vestment in Government securities." 

H 2 

•• ' • 

I!R. BELL: That is what the publisher uses, !.!r. Secretary, 
as a t ool in going out and getting advert ising. 

H.M.JR: Instead of "I shall be gratefu l, " woul d you 
mind saying, "I would appreciate"? 

MR. PEABODY: No, sir. I t i s just as ~ood. 

MR. BlLL: That is what we had originally. 

H.1!. JR: Do you mind using that 'I It is a littl e le sa 
unctuous. 

t.IR. PEABODY: Yes, I don ' t think it makes any material 
difference, Mr. Secretary. 
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H.M. JR: "I 110uld be very e.ppreoiative" - sanething 
t hat. I am willing to say that, but I j ust don 't 
to be grateful. 

L•k. GASTON : 'l'hat is a.t! right. 

lie •:anted, you know, some specific guarantees about 
tax dedt•ctions . 

P. . l!. JR: I know, 

~!R. GASTO!i : V.e talked him out of t nat . ~hat he is 
planning to do is in his own letter to t he publishers he 
~ill send t t em a copy of the Commissioner's statement , 
Y.t, ich uys d ra t they can do . 

H.M. JR: That is the difference be been day and night, 
and that is what got me all flustered on Monday, 

Mh. PEABODY: He a.lready has that . 

MR. GASTON: ~e told him flatly he oou.ldn't do t hat. 

l\11. PEABOI:Y: He also Y.ants - I t hi nk tlvo t is the 
.letter you are refer·ring to - he &.lao 11ants another 
statement which I think llr. He.lverlng is M>rking on , !.ir. 
Bel.l , with regard to the contribution phase of it • 

.ltll!. B&LL: I have got on Ill¥ desk a statement t.t.at can­
binea both the allowance for advertis ing and the contr·ibu­
tion end of it, which li'Ould go to the Federal presidents , 
and that w•sn ' t intended for him to use specificelly, bu t 
he could have a copy of it . 

YR. PEABODY: That second statement he plann~d also 
to aend out to his people. (neferring to letter To All 
Newspapers" dated April 3 , 1943, copy attached.) 

H. M.JR: Mrs . Klotz pleads that liben a le.tter like 
that goes out even over a processed signature, t hat we get 
a copy he re . 

KR. PEABODY : Yes, sir. 
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H.li. JR: No, we haven't been. <Xlt of kobbi ns • 
office there was a letter to 1\rs . lleid, and we didn't 
have a copy. 

But if you would tell his secretary and yours thst 
anything that goes out - it is a must that i.\rs. Klotz gets 
a copy . 

tlh. GASTON: Did this have your (Hell's) final 
&pprova.L'f 

MR. Bt.IL : 'i'ba t is the .Letter you saw. 

H.JJ . JR: Anything that goes out. Don't you (Graves) 
do that? 

Mil. GRAVES: Yes. 

H.!.!. JR: 
etthe r way . 

You have been trained, or you trained rne -
{Laughter) 

MR. GRAVES: I hH ve been trained. 

H.ll. JR: Maybe you "·ere trained at the nhite House -
Yoster over there- -

Anyway--

AIR . BELL : '·bet is the .Letter you sa\\ in wrricb you 
said you would like to heve it &O out over the joint 
signatures {signed by the Secretary and Wr. Tripp) . 

H.M. JR: Yes, I have seen it . It bas been fixed up, 
but this is all right . 

~Ul. PEABODY: You have seen that before, sir. 

Mit. BELL: Did they take out in one of them the 
reference to representatives of the Pedera! Reserve pres i ­
dent call ing on these--

Wk. P~ABODY: That is all out, sir. 

I 

... 
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I!. A' . JR: 'hhat else? 

LUt. GAIDJLE: Vie woul d like to have Mr . Gaston go out 
to Lett•oi t and make the presentation at the Ford Motor 
t.ompany, Friday . 1hat is the flag that you were going to 
present . We think it is rather important. ~'he Unions 
are ver·y much exercised about the fact we 11ere never able 
to get .. ou out there . I think be tlill do a good job for us. 

h.M. JR: I am sure he can. It is entirely up to him. 
How do you feel? 

!'R. GAST<l-' : I can go if you unt me to • . It mi&ht 
be that you 110uld want ~!liven to go . 

H. l!. JR: No . 

!.!R. GiWIES: We want a Labor union fellow. (Laughter) 

MR. GASTON : Take my card alone. (Lauzhter) 

All right . 

H.M. JR: Thank you. 

MR. GAMBLE : Mr . Doughten is going to be away for a 
~eek. Mr. George is ~oing to be away Friday and Saturday. 
Ur. Daughton is going home ~aturday for a week, so we 
-..ould have to do t nis job either Thursday afternoon -
that is tomorrow - or on the morning of the 12th 11hen we 
launch our drive. It might be a good time to do it on 
the morning of the 12th. 

~fR . I'EJ.BODY: I think it v;ould be fine . Robbins 
won't be here tomorrow, I don 't think. 

H.M.JR: ~ait a minute. You want me in ~ew York on 
the 12th. 

).!h. GAl.lBLE : You woul dn ' t probably uave until noon, 
would you? 

• 

HS 
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I! .U.JR: That is what you say! {Laughter) 

No, I have to be here Saturday noon, that is t he 
t rouble. I go on the air for you people ~aturday. I hate 
to do t hat. The ~ongress in the morning and t hen speak at 
night - that big meeting, thAt is too much for me. Don 't 
you think so? 

llRS. KLOTZ : Definitely. I wouldn ' t do it. You ~on 't 
be your best . 

H.M. JR: ~by the 12th? Is that when Doughton gets 
back? 

MR. GABBLE : Yes, the morn ing of the 12th. Of course , 
it could be done on the 13th or 14th - a little anticli­
matic. It certainly wouldn ' t hurt tne drive any. 

ll .l! . JR: Let it simmer and speak to me about it again 
this afternoon. It is purely personal . 

lffi. GA'.IBLE: One other matter,-­

H.H.JR: It seems too liiUCh. 

!.:.~. IJAiiBU: : Senator l..apper , for his radio station out 
in Kansas, has asked for a transcription. Several other 
stations have asked for transcriptions for thi s drive fro~ 
you . 

We would like to suggest that we make up a one-minute 
transcription for every radio stati on in the country. 

H.M.JR: That is atl right. 

MR . GALIBLE : Will this afternoon be ail righU 

H.ll.JR: No, sir. No, I don't want to do any more 
today. 

176 
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!Alt. GAI.IBLE: \'1hen you are ready, we can do it in t he 
theate r downstairs. 

H.M. JR: I got off to a bad start this morning. 

He (Gaston ) has to paJs on these t hings . 

IU~ GAc$LE : I understand, sir. 

H.!!. JR: Show it to him. If it is dol\11 in the 
thea ter maybe I can - I will do it somet ime tomorrow. 

I!R. GAJIBLE: Fine . 

H.L! . JR: Get Mrs . Klotz to work on me . (Laughter ) 

!.!It. PEABODY: Would the theate r be all right for t he 
closed ci rcuit broadcas t , too? '~e have the wires u l ready 
in there . That is tne ::laturday one . It would be a good 
deal better t han if we try to put them in here. 

H.M. JR: All right. . 
l4li. BUFFINGTCXI : The American Bankers' Association 

has mailed out fifteen thousand of those to all member banks. 
I t ia pretty good. (Indicating pamphlet entitl ed "Second 
War Loan Campaign ., 

H.M. JR: How about a little l etter to them? 

I.IR. BUFFI!lGTON: I think that would be fine . 

H. M.JR: Herbert? 

MR. GASTON: I had my meeting with OPA this morning. 
We are ~oing ahead. 

H.I.I .JR: That was a terrific memorandum; I mean, ~ 
shocking memorandum about OPA and enforcement. 

•• 
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~!R. <:A.;TOtr : About their powers, and so on? 

H.J.I. JR: No, I mean the lack of organization . 

1'he President at his press conference said it was 
v.cnde rf•tl what Chester Davis has done. He has got this 
whole farming-manpower- land army all straightened out. 

lollt . BELL: Twenty- four hours - magic touch. 
(Laughter ) 
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.lpril 3, 1943 

To .lll Newspaper PubliShers: 

To make current and continuing war financing 
a complete success we shall need the whOlehearted co­
operation not onl.J' of the newspapers but also of news­
paper advertisers. 

In addition to the ponrflll ald that ;your 
newspaper .itself can supply, I shall be gJ-&teflll for 
;your help .in lnfol'llling business and .industry in ;your 
community of t he important role that sponsored local 
newsr.p•r advertlsing can plan in advislng the publlo 
ot t • urgent need tor .investment in Government se­
ourlties. 

·sincerely, 

Secretary of the Treasury 
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April 2, 1943 

TO ALL Nf:Ng> APER~ 

The Second War Loan Drive is the largest war 
financing campaign in the world ' s history. It will 
start April 12 arid will run for approximately three 
weeks. The goal is 13 billion dollars. During the 
drive a complete assortment of seven Government se­
curities will be sold. 

To be successful ror effort must reach into 
every home in the l and, because money must com~ 
primarily from individual American.s . 

The people of your community look first to 
their newspapers for 1e adership when united action 
is needed and this loan can only succeed throu~ such 
ac tion. Speaking for the Treasury and the All1ed 
Ne1Ysp~p er Council , we ask you, therefore, to give 
this drive your enthusiastic support both in your 
news and editorial columns and by enlisting sponsored 
advertising support . 

We need this all-out support of newspapers to 
make this drive a success and to demonstrate to our 
armed forces , our Allies, and our enemies what a vol­
untary and united effort can accomplish on the American 
home front. 

Anf com=unications or questions re~rding ad­
vertial.ng matters for the Second ilar Loan Dr1ve sh~uld 
be addressed to Don Brid,&e, Allied llewsp~p er Counc1l, 
799 12th Street , n. w., •lasbi ngton, o. c. 

Henry L!organthau, Jr . 
Secretary of the Treasury 

Fracl< E. Tripp 
Chairman, Allied Newspaper Council 

j80 
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Harold 
Graves: 

HMJr: 

0: 

H>!Jr: 

G: 

H>!Jr: 

0: 

HMJr: 

G: 

Hl!Jr: 

G: 

Hl!Jr: 

G: 

HMJr: 

G!, 

Yes, air . 

March 31, 194 3 
lZ: OZ p.ID. 

I've Just gotan impression -- it may be 
wrong -- that there are a grant many con­
cer ns all over the United States that are 
enti tled to the Treasury tlag but they 
haven't got them. 

No, I think you are wrong. We have a system 
under which n rma that reach our et"andard .... 

What's that? 

We have a system under which concerns that 
reach our standard ot - ot 90 and 10 send 
e report in directly to the Treasury here, 
and then we go on trom there and see that 
they are given the certificate which enti tles 
them to tly the tlag. 

Yes, but how ••.. 

I th1nk that we 're all right on that. 

Well , I wish you'd oheok up. 

I w111. 

And don't Just take Wa ahington'e word for 
it. You might check any State. 

Yes, all right. 

Ky impression is that you may be all right 
here, but the tlaga are not up. 

Well, that - it - that may be. You see, all -
all we do is to award a certificate. 

Yeah well I'd like- one, are the certifi­
cate~ up -'I mean have the certificates been 
issued - how tar behind are you' 

Yea. 
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Hl!Jr: 

G: 

Hl!Jr: 

0: 

Hl!Jr: 

0: 

HMJr: 

0: 

HMJr: 

0: 

- 2-

Two, once the certificate 1a 1aaued, what 
about the nag? 

Yea. 

I · don ' t think they ' re tlylng. 

I 'll make some inoulries. 

Kake - make - oh, if you could check - well 
take the last hundred oert1f1oates that youlve 
1aaued. 

Yea. 

And - and just aend out a - oheok - have those 
last hundred - have they got flags flying? 

Yea. Very good. We'll make a check. 

It you please. 

Yea . 

And - and then be sure and report back to me 
on this. 

Yea, I vill. Yes, e1r. 

. 85 
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TREASURY DEPARTMENT 

WA SHINGTON 

t:arch 31 , 1943. 

J:IlllOAAJIDU1l 110R THE SECRETARY: 

Re : 15.nutc !!an Flar;s . 

I find t::W.t 1~e have a11nrded certiiicates 

to 52,855 comp~>.nies or fims nhich rove been 

reported to us as Jw.vinc achieved participation 

in t he payroll snvincs plan i n excess of 10 per 

cent of ~ross payroll . 

As t he result of your suecostion this 

norning, we are calli n:; upon 1111 State Adminis­

t rators to ascertain, aD boat the7 can, the 

extent t o nhich t hese fir na are actually dis­

playinc the Treasury flac. 
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HliJr: 

Opera tor: 

HliJr: 

Operator: 

HI!Jr: 

Operator: 

HliJr: 

Opera tor: 

HliJr: 

Sir F'rec1. 
Phillipe: 

HliJr: 

P: 

HI!Jr: 

P: 

HliJr: 

P: 

HliJr: 

Hello. 

Haroh }1, 194} 
2: }6 p .... 

~~~r:rederiok is in a meeting until about 

Oh. Well, ask them it - it they could get 
him to come to the telephone, please. 

All right. 

Hello. 

Sir Frederick. 

Hello. 

Go ahead. 

Hello. 

Hello, yes. 

Ph1111pst 

Yea. 

'1'bis 1s llorgenthau. 

Yea. 

I got your message that you - your government 
expected to release on the night of the 6th. 

That 1 s right. 

, Now I've been negotiating with the Senate 
about having me oome up to explain the plan, 
on account of eo many ~eing away - but the -
I'm going before rore1gn Affaire, Finance, 
and Poet-War •... 
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HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

RMJr: 

P: 

HMJr: 

P: 

HMJr: 
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X ea. 

. .• • in the morning, and I think the House in the 
afternoon. 

Xes. 

And, therefore, I'm going to ask your government 
whether they can ' t postpone that thing twenty­
four hours until the 7th. 

Xes. Well, I'll try again, air, but the answer 
they gave to me before waa that they'd - what 
they were doing was compelled by some Parliamentary 
rule. I t's a white paper they're laying before 
Parliament. 

It baa ~o be done? 

Xes , I - that's what- tha t 's what their message 
was. 

Oh, I didn't •.. . 

I'll certainly try once more. 

Ob, I didn't- it 's a Parl~amenta ry rule? 

Well, yea. They've got to - the thing has got to 
reach the M.P. ' a, you see, by the time it apyears 
in the prees. 

Well •.•• 

And so they picked that particular day and time. 

But I mean- I mean ie it- la it the- the press 
the. t they've promiead or le the .. ·. 

Parliament. 

Or Parliament? 

Uh huh. 
I mean which_ whloh is the one that they 're try­
ing to meet, the Parliamentary date or the pres~ 
datef 

188 
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HMJr: 

PI 

f!MJr 1 

P: 

fiMJr: 

p: 

HMJr: 

P: 

HMJr: 

PI 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

- 3 -

Parliamentary - the Parliamentary date. 

Oh, I didn 't - I didn't underatand that. 

I didn ' t until I got their meaeage back. 

That was the message that you t old White last 
night? 

Yea, I said - that's WhY I suggested, I think, 
eleven o 'clock on Tuesday night. 

Oh, but that's something that they've promised 
Parliament? 

Yeah, that ' s t o ge t i t out on the members' 
breakfast tables by Vedneeday morning. 

Well, I'm not going t o a ek any more. 

Well, i! you - i! you want me to try it, air . .•• 

No , no •... 

•.•. I'm really willing t o. 

No·, I'm not - I don't like the whole thing any­
way. I mean these conatant atoriee coming out 
or London and forcing our handa, I think - it 
isn't cooperation and I don't like it. So I­
I'm not going to make any more requests. I - I 
Just- I didn't reali~e i t waa Parl. I don 't 
wan t to be turned down again. 

Well, I - I'm very willing to- very willing to 
make •.•. 

No, let's rorget it. I mean I don't- I mean 
all these stories that they reed out or London, 
and it's Just the whole thing- it - it's- well, 
I Just don't think it's .... 

or course, they got their leak - there was a 
defini te l eak .. . . 

Yea, yea • 

..•• a little while baok, ae you know. 
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i!KJr: 

P: 

i!MJr: 

P: 

HMJr: 

P: 

i!KJr: 

P: 

HliJr: 
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No, but here was a story the other day in 
the New York Times, and then - you got your 
New York Times' unfavorable editorial. I 
mean there're beginning to be editorials which 
a re unfavorable !or anybody that's even seen 
the plan . I - I'd forget about it. I didn't 
r ealize that there were any - that they had a 
Parl iamentary date to fix. 

Yea. 

But it makes it impossible tor me, because I 
asked Xonaay to come up before the Senate -
this Mon .. -I mean- and now I only got word 
now that they can't see me until next Monday. 
So it doesn't give me ve ry much time to turn 
a round. 

No. Well, I'm very sorry, but •..• 

Well, I- I'd much rather you wouldn't ask. 
I mean •. . . 

Yes, all right. 

I- I didn't- I only got, evidently, half the 
message. 

Yes. 

Well, I'm seeing you later t oday. 

Yea, all right. 

Trnank you. 

... • 
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"SECOND '•~AR LOAN" SPEECH . 
Present: Mr. Gaston 

Mr. Odegard 
Mr . Jlager 
ll!r . l!urphy 
lolrs, Klotz 

March 31, 1943 
3:10 p.m. 

(Second draft of speech banded to the Secretary, 
copy attached, ) 

H.M.JR : Has this got fir eworks? 

MR. ODEGARD: Some towards the end . 

H.ll. JR: Have you contributed towards it, Herbert? 

'MR. GASTON : We discussed it in my office . A'y office 
contributed to i t . 

H.M. JR: And you? 

WR. ~1JRPHY : In a very minor way. 

H.M. JR: In a double-duty ny? (Laughter) 

MR. l'URPHY : No, I am afraio just a single 
action. (Laughter ) 

MR. ODEGARD: I think, Mr . Secretary, it ought to be 
put in the record that· Mr . Henry Murphy is the most 
t c ademic person· I have ever worked with. 

I!.Ll.. JR: Why? 

MR. ODEGARD: Well, it is a long storr. He objected 
to a phrase in here, which you will find , 10 which I 
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suggested the~ i~ is high t ime that we said to our money 
as M are beg1nmng to say to our men, "Work or fight. • 

He said, "Yiha t do you mean, ' Wo rk or f~f!t' "? He 
tore it all to pi eces, so we moved back on with 
double-du ty dollars - '\\hat do you mean by double-duty 
dollars"? (Laughter) 

H .~ . JR : (Reading) "Total 11ar i s an incredi oly 
costly business . We s re now spending every month more 
than it cost ooth North and South to fi ght the entire 
Civil ~ar . In the first half of this year alone, war 
expenditures will exceed the entire money cost of our 
participation in the firs t \\orld liar. \',ar expendi tures 
in March amounted to blank mill ion dollars, or blank 
millior dollars a day. And the rate of expenditures 
will increase as our war economy goes i nto high gear. Ou t 
of every dollar to be spent by the Feaeral uovernment in 
this coming year no less than 96 cents will be for purposes 
di rectly related to the war . " 

I am going to criticize as I 60 along. This is the 
only thing - the people will say, 1/y g'o•h1 it is an awful 
lot of money, " but you don ' t say to them, 'But ladies and 
!;entl~~nen, don't worry, those of you who want to get on 
with the war, while this is a huge sum. it should be 
reassuring to ~ou to know that ninety-six cents out of 
every dollar - you just go f ran one to another. 

I take it the point is that this i s a t errific 
quantity of money, but you can have the satisfaction of 
knowing that vast as this is ninety-six cents out of every 
dollar goes into it . Otherwise, I don ' t Eet the point. 

UR. GASTON: I think that connection t~auld help it. 

H.M. JR: There should be something. You don't fiant 
to scare them. 

MR. MAGER: It has a point, anyway . t 'h1he point is 
that this is a very costly business, and is 1 s a war 
l oan speech in which you 1.ant them io pay up the money· 
All that sentence is is reassurance--
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H . ~ .JR : Well, there is no reassurance. 

J.fR .l!AGER: •• • that ninety- six cents out of every 
uollar they put out is related to the war effort . 

MR. r.ASTON: The prims~y purpose is to put out to 
them the fact that we have got a terrific financial job 
to do here. 

H.W. JR: That is right, but I think you should jus t 
no t run from one sentence into another. . 

''R. ODEGARD: You want a transitional word tnert. 

H.U. JR: I am not sure after readin? i t whether I 
u nl t o talk about how expensive the war is. v.hst pur­
pose does it serve? I know I menti oned i t . 

VR . GA5TO. : To show that 
Thi s ian ' t e half- por tion v.ar . 
up the money . 

everybody has to dig in . 
They have to save and put 

H.!:. . JR: Do we say the t later on? 

lllt . ODEGAI\D: I think H 1•.ould be better, l' r . Secretary, 
if I can sug~,;est it, that you reed the whole thing and 
J OU will get it . 

H.J. . JR: "Up to recent months r.e have been f i ghting 
the war on our accumulated fat . Bu t the fat i s nearly 
gone and as a nation we shall have to live on shorter 
rati ons of both manpower and materiels . As i ndividual s, 
we shall have to work loneer and harder, consume less and 
l eas, and save more and more . The time has gone when we 
can take civilian supply for granted, or assume that life 
can go on pretty much as it aid before Pearl narbor. As 
yet we have scarcely felt the pinch . In 1941, consumption 
expenditure• reached an all- time bigh; in 1942, wnen • 
corrected for price i ncreases, they were not much smaller. 
That is a clumsy redio sentence. 

1!R. GASTON : Tbe point is thet we spent. actuall~ • 
bought more things in 1941 tban we ever did in o~r b1story; 
in 1942 it was just about the same. In dollars 1t was 
ei ght - eight billions more. 

•• 1 
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H . ~ . JR: Don 't be so fussy . Use t he dollars - forget 
about the--

r•t. ODE(:/ RD: Another thing, in 1\141 whl ch was a 
year of peace, consumption expenditures r~ached an all­
tiuJe hi h. In 1942, when we wore engaged in a desperate 
v.ar--

J.R. 'JASTO!. : .. . we did nothing to reduce the amount. 
~. e <Jidn ' t reduce the u.ount at ell . 

• R. ODErtARD: I am sure that can he strengthened , 

h . ~ , Jlt : This MD' t he an oai torial in yaraege or 
tonnat e- that is what is worrying JOU . (Laurhter) 

LR. ~~RP~~ : It worries me because the price i ncreases 
are something that is in everybody's mind, ana to sL.nl~ 
say thot r.e spent more money - consuners ' expenditures 1n 
1942 - would cause quite a nurn ner of people to ss~o "Yes , 
but whet di d we get for it? I.e didn ' t get es u1uch . " 

MR. GASTON : I think it is darned important . 1·1e 
spent seventy- four billions in 1941, and 1t was the top 
amount , both in dollars and in roods, the t r1e ever spent 
in the whole history of the country . 

In 1942 we snent eivhty- t~o billions - between eirhty­
one and ei vh ty- b.o billions - ><hich is seven and a half 
billion more than we spent in 1941; corrected for price 
increases it comes to about the same acount, about seventy­
three or seventy- fou r. 

t.."R . ODErtARD: You mi ght even say Y<itnout any straining 
of the truth that even r.hen one takes account of the 
increa ses in prices, 1942 reached an all-time high. 

A:R . GASTON : There is no evidence in the fi e;ures that 
v.e had cut c:tovm our expenditures at all . 

H," . JR: All of you are talking differently than ll'la t 
is in the speech • 

• 
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UR. ODEGARD: I think that can Je improved. 

MR. ~URPHY : To me the real fi gure Js more impressive 
than the other, but I have a fe~ qualms about the real 
fir.;ure because you know and I know that the indexes are 
not refl ected in the r eal increase in prices . !f.ost people 
have a suspici on of tha t , too . 

H.IJ.JR: Vihat is the real fi"ure? 

J'R. ;.'URPHY : We don ' t know. ~. e kno" that the indexes 
of the Bureau of Labor Statistics really haven' t reflected 
the full extent to which prices have risen . They reflect 
quoted prices . You used to be able to ruy thinvs o~ sale 
at less than quoted prices ; now you either buy fh~ at 
quo ted prices or some of them in blackroarkets st above the 
quo ted prices . The quality has de terioated. You buy 
substitutes - t hings you don ' t want - and you pay more 
for them and use tham less . There are all sorts of things 
which haven't been meaaured in the statistics inaexes, 
which probably m~kes the .amount - we say consumer gratifica­
tion - at l east the amount of all thinps available to 
consumers is substantially less than you eet by correcting 
the fi gure f or the industry . For that reason I feel that 
the figure ought to be used ~ith sane caution . 

For exampl e, although this isn ' t my cowposition, that 
way it is atated there is certainly conservative . It is 
not much smaller . 

H .~ . JR : Yes, but it is bum radio t echnique. 

L'R. ODEGARD: "As yet we ha ve s~arcely felt the pinch." 

I.'R . GASTON : 
that we have made 
di tures . 

The fi gures for 1942 show no evidence 
any substantial reduction in our expen-

MR. t!AGER: They went up, as a mntter of fact . When 
you speak of expenditures, you moan dollar amounts . 

H .~ . JR : Consumption. 

t~ 'l1JRPHY : I like the form, "In 1941 
livinK ~eached an all- time bl~b ; in lij42 i t 
approilmatoly tho same level . 

our standard of 
rt:llained at 
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l'R. GASTO!: : I i ntended to say "!,o reduction in our 
scale of living . 11 That · was the eame thing - no reduction 
in our scale of l iving . 

11 .1' . JR: I think the ~ame way, as somebody said, "In 
11:141 they r e.ached an all- t;une high of consumption of goods · 
and in 1942-- . ' 

VR. ~ruRPHY : ... main ta i ned approximately the same 
level . " 

H . ~• . JR : Yes . 

lfR. r:ASTot' : I v.oulci say, "The fbures for 1942 "ive 
no evidence that ~e have reduced our seal~ of living i n 
any substantial amount . " 

H.l'. JR: Something along those lines . I l'loulcin' t 
use these big billions . '!hey don 't sound right . 

"But not even America can fi ght a to tel v.a r without 
drastic r eduction i n its standrrd of living. 

"That we can no longer live on our fat is especially 
true in the f ield of public fi nance. 11 

~by not "even America--" 

19& 

•• 

l.:R . GASTON : "With all its ricn resources" might be 
put in ther e - "Not even America 1\i th all its rich resources. • 

R~JR: "The t ime has gone when *e can ta~e the financing of 
tne war for grant ed and assume that the rich, or the bsnks, 
or aomeone else can provide the Government ~th t he vast 
auma i t r equires . Even if all corporetion profits and a l l 
the aavi np;a of all t he r i ch people in ~he country wer e 
used t o buy Governmen t bonds v. e should still be a l ong 
way f r om our goal. Only the people -- all the people -­
can fin ance a total war." 

That i s i nteresting. I take i t tha t is something 
you supplied. 
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UR. MURPHY : No . 

MR. ODEr.ARD: That is our line . 

H.M.JR: Was that in there before? 

l'lt ODEGAR!}: Yes . 

,H., . JR: "But there is another important reason r;hy 
uovernment appeals to everyone, rich and poor alike." 

There is so much rich and poor. 

VR. ODEGARD: That is the only place it is. 

H .~ . JR: You have here "savings of all the rich 
people in the country. " 

197 

MR. ODEGARD: You see the reason for this, Mr . Secretary, 
is that all through the V.er Savings organization we get 
reports back that workers and other people say that they 
can raise all the money that they need, all they have to 
do is tap the corporations and the rich people. we want 
to mak e emphatic the fact that if you took 1t all from 
all t h~ corporations and all the rich people in the country, 
you at1ll wouldn't be able to fi nance the debt. 

H.ll . JR: "It is not healthy for a democracy to be 
mortgaged to a snall and privilered class . Every American, 
every wage earner end every farmer, as well as every 
employer, and professional mar or woman, should be_a share­
holder in his Government. 1 b1nk of ~bat that ~oulo mean 
for the security and stability of our Gover nmer.t end 
economic life . 

"If this people's war is t~ bring e people 's peece, 
then we must rely, not on a comparatively few banks, 
corporations and r i ch individuals to buy Government bonds, 
but on tho p~ople , all the people wha tever their ,r1alk o~ ,. 
life, to invest i n War Bonds to the limit of the1r s b1li ty. 

It is awfully r epetitious. r take it you want to 
emphasize that . 
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JJR . ODEGARD: I think that can b e tightened up . 

HJ!. JR: Have you fellows worked together? 

L~R . ODEGARD : Rather hectically. 

H.tl . JR: But not relaxed, without interruption? 

I!R. O~EGI RO: J~o . 

H.H. JR : You did? 

l'R. ':ASTffi' : 'i.e had only a f eYI .:.inu tes t bi s mornin l' . 
Tnen v.e pu t 1n fro:n twelve to one- fifteen on t his . 

H.L: . JR : Did you todat? 

Ht. OD:::GkR!J: Yes . 

H.l.' . JR : 'We have made a r,ood beginning in this 
direction through the <lar Savings Pro~rem . !.early fifty 
million people are buying \,ar Bonds I'll th more or less 
rezularity . Over twenty- six million of them have 
authorized their e111ployers to set aside ar• average of 
nearly \1 percent of their pay every pat day for this 
purpose. Total investments i n savin :s bonds alone 1·.ill 
avera§e nearly one billion doll81's a wonth for thi s fiscal 
year. 

I am not ~oing to say all that at;ain . I have s~i d 
it ao often - wTotal investments in savin~s bonds alone" ­
I ao not eo;ne to say that stuff . Say, ~e have mad~ a 
good be!j,inning i r this direction through the r.a r San ngs 
Program, period. 

I R. ODEGARD: Then just "Fine 85 this record is-- " 

~.R GASTON · I would like to see it stay in, oecause 
I think . that is.an important phase in the financial his tory 
of this war, that we started so early v.ith t his thing. of 
going down to the bottom and getting a lot of people 1n . 
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H.l . JR: Then leave it for this afternoon . 

"Fine as this r~cord is, it is clearly not enough . 
It is of the utmost unportance for ourselves and for our 
country, for what we are and v.hat we aspire to be that 
everyone increase his Yo'ar Bond purchases during this 
Second lrar Loap Drive. 

199 

"l',e have set as our goal 13 billion dollars to be 
raised in the next few weeks . Our euccesa in achieving 
the goal wi 11 not be m.easured alone by our ability to ~· 
raise the money. The true measure of success will be 
the extent ~ o which this money comes from i ndivioual 
men and wanen . 

"1he times demand the total mobilization of our 
dollars . They must put off the civilian dress of peace 
and put on the unifol'!ll of war . · 1\e can no more tolerate 
idle dollars than ?;e can tolerate idle men . " 

Is that new? 

MR. ODEGt.iW: Yes . 

H.I.! . JR: "It is high time we say to our money as v:e 
have begun to sa7 to our men, ••:.ork or Jlight . " 

Is that you? 

){R , KURPhY: It hasn • t any substance that I can see, 

~R . GASTO~ : Your working dollars of your inc~e 
are t hose dollars which you absolutely need for your 
necessary expenses. Those are working dollars . The 
fighting dollars are everythiny above that that you can 
posai bly a pare . 

MR. ODEGARD: If you wan t places where peoale
0
;iti 

•pplaud you can write down there - take my wor f • 
there wlll be applause immediately after that . 

H M JR· "Our idle doll ars are celled to the colors . 
They must b; placed in the service of their country by 
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buying \1a r Bonds or other Government securities But 
the mobilization of idle dollars is not enough.' We shall 
all have to cut down our personal expenditures, ti ghten 
our belts, save every cent we can out of current income 
and put every dolla r beyond our barest needs i nto the ' 
uni.form of l,er Bonds . Otherwise, we shall find ourselves 
cocnpeti tors rather then partners oi' our country in its 
llf ht for life . " 

"Tighten our belts, '' and "live off our fat" -
;ou con 't have to go to a reduction center. (Laughter) 

"Let no one say it can't be done. I t must oe cone· 
if we are to win the ur, not only a ·ainst tne r:azi , 
Fascists , and the war loras .of Jap•n, but also the battle 
of the hane front right here in knerica . Let us never 
forf:et that the future of everything u cherish and the 
value of everything VIe Oll'fl is at state in t his twin v.ar 
egainst despotism abroad ana econanic disaste r at home. " 

MR. GASTON : I don ' t like the "twin war . " The t is 
new. 

H.M. JR: You don ' t like it? 

MR. GASTO~ : It is one 11ar . I would prefer to let 
this s t op. It gives too much emphasis to the ~ar against 
economic disaster. "Let us never for ~et that the 
future of everything we cherish and the value of everythin& 
we own is a t stake - • I nould stop t he re on that sentence. 

H.l.! . JR: "l'bere are a few among us - - no one he:e , I 
am aura -- ftno believe that we cannot at the same tune 
wage war and avert economic disaster at han~ -- .who sa~ 
tha t our confi dence in the ~erican people 1s m1sp~ace 
snd our high hopes •utopian .• These are oot the v1ews 
of your Government . Nor a r e they the views, thank God, 
of t he American peopl e. 

"The fine mettle of the American people bas 
demonstrated time and again since Pearl Ha r bor. 
near ly a year the tide of ba t tle r en against us . 

been 
For 
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the sickening shock of Pearl Harbor v.e stood almost 
helpless, and ~at~hed our enemies advance . M~laya, 
Sin~apore, New Gu1nea, burme -- these were the stepping 
stones of Jap conquest . Worse for us than even this 
cavalcade of disaster was the tregic Rpectacle of Bataan 
the anniversary of which we cel ebrete this month. Day ' 
by day, end i nch by inch, Americen men and their Filipino 
oomredes, ageinst overwhelming odds, were forced to yleld 
~ith little more support from us than fist - clenched ' 
resolutions of revenge , In Europe and Africa the same 
sad tale was being told, ' 

"Put these cruel setbacks did not slacken for an 
instant our determination t o ~in through to ultimate 
victory, to snatch trilll:lph f r ()[j) the aslies of defeat . 
They served only to steel our dete~ination the wore, 
to make us grit our teeth and concentrate our activities 
for such t ime v.hen we could pass from the defensive to the 
offensive, 

201 

"And now the tide is turning. The ~nitod Nations ere 
striking back. After months of defensive ·warfere our own 
offensive has begun . Thanks to the heroic hussians, the 
faithful ~hinese , and the incomparable British, we Americans 
have had the time to prepare so that the Nazis and the 
Jape are now beginni ng to feel the wei ght of our striking 
power. The victories at Guadalcanal, in New Guin~a,_in 
North Africa, in the Bismarck Sea are but the beg1nn1ng 
of a combined offensive thet , ~batever t~porary setbacks 
it may suffer, will not stop abort of Berlin and •'ooie and 
Tokyo . 

"America is on the march. Our military mobilization 
is in full swing. Our industrial mobilization is i~ ful~ 
8Wing And now the tilne bas come to complete our flnancal 
mobil ization - - to s~chronize in one great overa~l pattern 
of total war the mil 1tary industrial, and financlal gears 
of our economy. Don't let anyone say it can' t be done . 
It can be done -- . it must be done -- it ~ill be done . 

"April is an auspicious month in wbich to carry on 
this Second War Loan Drive. It is the anniversary of 

' 
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eatean, and of the Uinute Men of Conc<J'd and Lexington and 
it marks tho 200th anniversary of Tha.~~&s Jefferson's birth 
It is up to us to prove our selves ~ortny of this great ' 
heritage. 

"To prove ourselves worthy, we shall have to match 
the horoi sm of our fighting men wi th heroic measll,•es here 
at home. We cannot do this with words alone . Our part 
i n this V1ar is mora vital than that of a cheering section 
which shouts huzzas to those who carry on the struggle. 

"One sure way every man, woman and child can keep 
faith with these honored dead and wi th those who are yiving 
their lives today is to provide the caterial and fin~~cial 
means which they need to win the fi nal victory. The bonds 
you buy are not only a means toward this t;reet end -- they 
are tangi ble symbols of everything this nation has been, 
of everything it is, and of everything it aspires to be. 
Buy them without stint and in so doing swell the migltty 
chorus which says to our enemies our only tei'IIIS for ending 
this struge;le are unconditional surrender ." 

I don ' t know what is the matter with it, but I don ' t 
like it It may be me this afternoon . Lot it soak - l et 
me see : ! aru all f ree tomorrow afternoon •. 1\e m~y have 
Cabinet , though . I can't contribute anything tbis 
afternoon . 

YR. GASTON : Well, you have - it is a •ee~ from 
next ~onday, isn ' t it? 

H. ll . JR: Yes . I am tired. 

)(R . GASTON : There is time to a tte111pt to can~l ete a 
r edraft with our bunch in on it . I think we ~igh progress 
further by not trying to come back. too soon w1th someth ng. 

H. lt . JR: No, there is no use, 
and I will be more tired tomorrow. 
take it on Monday morning. 

You won • t be here, wi 11 'lou? 

because I am tired, 
I think we had better 

?02 
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~R . ODEGARD: I don ' t expect to be here . 

J.',R. ! URPHY : !lr . Secretary, as f ar as this is con­
cerned , is it all ri ght if I go to New York on Friday 
and Saturday for a meeting on the Port of New York 
Authori 1y t est case . 

H.l! . JR: I v.on' t be here. 

J.'R. !."URPHY : Mr. Haas asked me to get clearance on 
it . 

H.J.: . JR: Let me see 'fihen I c~e back from the farm 
how I f eel. It is me; I am just petered out; that i s all . 

P l. GAS TO"' : I don 1 t think we have the right final 
result yet . 

H.L. . JR: I don ' t think so. 

ArJyway, thank you very much. 

MR. ODEGAI,D: You have three people on this program, 
really four , you and llr . 1.:urray, lt.r . Green, and Governor 
Dev. ey . l'he thought was that you v.ould speak fi r st . 

I t a lked to r r. Houghteling this ~orning as to 
what Ur . Gr een and what f r . ~urraJ might say, and 
t hey wi ll want to know sanething about r.hat you ere 
going to say so that they can adjust what they say to that . 

H. M. JR: Well, I can't spark t his afternoon, so le t ' s 
just adjourn . 
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'l'otal wv h an i.noredib~ ooat~ bWI1Du1 • We &J't 

now apeDding uer;y .onth MJ't than it coat both Jorth aJid 

South to fight the entire CiTil War. In the flrat halt of 

thia year alone, wv expenditure& will exceed the entire 

110nty ooat of our partloipatlon in the flrat World Wu. •• 

Wu expeDditurea in K&roh U1011J1hd to __ llillion dollara, 

or_ llillion dollua a day. 1nd the rate of expeDdituree 

will inore .. e .. our wv eoono., gou into high gear. Out 

of eTery dollar to be epent by the Federal GoYernment in 

thla ooalng year no leea than 96 oenta will be !or purpoeea 

direot~ related to tha wv. 

Up to reoent .ontha •• han been fighting the nr on 

our aoo-ated fat. Bot tha fat h near~ gone &lid u • 

nation we ahall haTe to liTe on thorter ration• of both 

MApower ud •teriall. Aa iliiU'ficlWila, we ehall han to 
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work longer and harder, conauae leaa and leae, and saTe 

more and more. The time baa gone when we can take ciTilian 

eupply for granted, or assume that lite can go on pretty 

much aa it did before Pearl Harbor. !a yet we haTe acarcely 

• 
felt the pinch. In 1941, conaiDiption expenditure& reached • 1. 

an all-time high; in 1942, when corrected for price increases, 

they were not .uch emaller. But not eTen America can fight 

a total war without drastic reduction in its etandard of 

liTing. 

That we can no longer lin on our tat is eapeciallJ true 

in the field of public finance. The time haa gone when we 

can tab the financing of the war tor granted and aealliH 

that the rich, or the banka, or eomeone elae oan proTide 

the GoTern.ent with the Taet ·~ it requiree. !Ten if all 

corporation profita and all the aaTinga of all the rich 
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people in the countr1 were used to bQT GoTernment bonds 

we should still be • · long W&T !rom our goal. Only the 

people - - all the people -- oan finance a total war. 

But there is another important reason why the GoTernment 

appeale to eTer,rone, rich and poor allke. I t ia not health~ 

tor a de~oracJ to be ~rtgaged to a ... 11 and priTileged 

olass. ETer,r iaerioan, eTerJ wage earner and eTer,r farmer, 

aa well as eTerJ emploJer, and professional man or woman, 

should be a shareholder in hie Gonr~~~~ent . Think of what 

that would MaD !or the aecuritJ and atabilitJ of our 

GonrDIIInt and econoaic lite. 

It thia people'• war ia to bring a people'• peace, then 

we .utt re}J, not on a c~aratiTelJ few banka, corporation~, 

and rich indiTidual• to bQT GoTera.ent bonds, but on the 

people, all the people whateTer their walk o! life, to iureat 

'06 
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• 
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in War Bonde to the liait of their ability. 

We have made a good beginning in thie direction through 

the War Savings Prograa. Nearly 50 .t1lion people are bUT-

l ug War Bonde with aore or lese regularity. Onr 26 million 

of thea have authorised their e~loyere to aet aeide an 

average of nearly 9 percent of their pay every pay day tor 

tbie purpoee. Total innetmenh in eaTing a honda alone will 

average nearly one billion dollara' a month for thia fiaoal 

year. 

Fine ae thia record ie, it ie olearl7 not enough. It 

ia of the utaoat t.por tance !or ouraelvea and tor our 

oountry, !or what we are and what we aapire to be, that 

everyone inoreaae hia War' Bond purohaaea during thie Second 

War Loan Drive. 

We have aet aa our goal lS billion dollar• to be raiaed 

.•. 
• 
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in the next few weeks. Our succeas in achieYing the goal 

will not be aeaaured alone b7 our abilit7 to raise the 

money. The true aeaaure of aucoeaa will be the extent to 

which thie 110ney coaea froa indhidual aen and woun. 

The tl.•u demand the tot&l 1110bilbation of our dollars. 

They must put ott the civilian dress of peace and put on 

the unifora of war. We can no sore tolerate idle dollars 

than we oan tolerate idle aen. It ia high t~ we aay to 

our aoney ae we have begun to aay to our men, WWork or Fight. • 

Our idle dollars are called to the colore. They must 

be placed in the eenice of their country by buying War Bonds 

or other GoTern .. nt securities. But the aobilization of 

idle dollars is not enough. We ahall all have to cut down 

our personal expenditures, tighten our belta, eave every cent 

we oan out of current incoM, and put enrr dolllr be:rond 

?Q8 
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our barest needs into the uniform ot War Bonds. Otherwise, 

we shall find ourselves competitors rather than partners 

of our oountry in ita fight tor life. 

Let no one sa1 it can't be done. It must be done it 

we are to win the war, not on!T against the Nuia, Fascists, 

and the war lords of Japan, but aleo the battle of the home 

front right here in imerica. Let us never forget that the 

future ot everything we cherish and the value of everTt hing 

we awn ia at stake in this twin war againat despotis• abroad 

and eoonoaio disaster at home . 

There are a few among ua -- no one here , I .. aure --

who believe that we oannot at the a&Jie time wage war aDd 

aver t eoonollio diluter at home - - who sq that our confidence 

in the Amerioan people is misplaced and our high hopes 

•utopian• . These are not the viewa ot 70ur Gover u.ent. Hor 

?(1 9 
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are they the views, tballlt God, of the herican people. 

The fine mettle of the American people hea been 

demonstrated time and again since Pearl Harbor. For nearly 

a year the tide of battle ran against ua. .Uter the eickening 

shock of Pearl Harbor, we stood, alaoat helpless, and watched 

our enelliea advance. llalqa, Singapore, New Guinea, Bunu. -­

these were the stepping atones of Jap conquest. Worse for 

ua than even this cavalcade of disaster was the tragic 

speotaole of Bataan, the anniversary of whioh we celebrate 

thia 110nth. Day by day, and inoh by i.noh, berioan men and 

their Filipino co~~radea, against onrwhelaillg odds, were 

forced to 7ield, with little 110re support froa u.s than 

fiat-oltDOhtd reaolutiona of revenge. In Europe and ifrica, 

the aame aad tale was being told. 
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But these cruel setbacks did not slacken for an iuatant 

our determination to win through to ult imate victory, to 

anatoh triUMph from the aahea of defeat. They aerTad only 

to steel our determination the more, to make ua grit our 

teeth and concentrate our activitiea for such tt.e when • • • 

we could paaa from the defensive to the offensive. 

And now the tide is turning. The United Nations are 

striking back. ifter months of defensive warfare our own 

offensive baa begun. Thanks to the heroic Ruaaiana, the 

faithfUl Chinese, and the incomparable British, we Americana 

have had the tiae to prepare ao that the Nasia and the Japa 

are now beginning to feel the weight of our atriking power. 

The viotoriea at Guadaloanal, in New Guinea, in North !!rica, 

in the Biamarok Sea are but the beginning of a combined 

offenaive that , whatever temporary aetbaclta it •1 auffer • 
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will not atop abort of Berlin and Ro11111 and Toqo. 

America ia on the march. Our military .abilization ia 

in full awing. Our industrial mobilization ia in full awing. 

ind now the time baa come to complete our financial 

mobilization -- to arnchronize in one great oTerall pattern • • • 

of total war the military, industrial, and financial gears 

of our eoonour. Don't let anyone say it can't be done. It 

oan be done -- it must be done -- it will be done . 

i pril ia an auspicious month in which to carry on this 

Second War Loan Drin. It ie the anninraary of Bataan, 

and of the Kinute Men of Concord and Luington, and it •rta 

the 200th anniTeraary of Thomas Jefferson's birth. It ia 

up to ua to proTe oursel••• worthT of this great heritage . 

To proTe ouraelTes worthf, we ahall haTe to match the 

heroism of our fighting men with heroic measures here at 
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hoM• We cannot do this with words e.loM. Our part in thia 

war i a more vital than than of a ohaering aeotion which 

shouts hu££as to those who oarry on the struggle. 

One sure •11 every .. n, woman and child can keep faith 

wi th these honored dead and with those who are giving their 

lives tod11 is to provide the material and financial means 

which the;r need to win t he fitwl victory. The bonds ;you 

bUJ are not onl;r a means t oward thi a great end - - the;r are 

tangible e;ymbols of everything this nation has been, of 

everything i t i a, and of everything it aspiree t o be. ~ 

them without stint and in eo doing ewel l the aight;r chorus 

which 111e to our enemie& our onl;r terms for ending this 

struggle e.re unoonditional surrender. 

-oOo-

, 13 
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INFLATION 

Present : Mr . White 
Mr. Haas 
Jlr . Blough 
Mrs . Klotz 

!larch 31, 1943 
4:05 p.m. 

H. l.!.JR: What the heck do you people want? 
(Lauthter) 

J.!R. HAAS : This is a meeting on what the Treasury 
has done on anti-inflation. 

H.M. JR: Have you got it all writ t en out? 

UR. WHITE: It isn' t complete . It i8l 't finished. 
There is a subcommittee. 

H. M.JR : A subcommittee to this committee? 
(Laughter) 

Mt. WHITE: The subcommittee has just handed its 
tentative report to this cOI:llllittee. (Laughter) 7/e 
told the subcommittee to stand by. But of course you 
didn't put a time limit on it. There are a couple of 
questions that have emerged from the preliminary dis­
cussion. 

WR. BLOUGH: We have got reams of stuff here . 

MR. I'IBITE: One question is, do you nnt to go 
into your own records, and have llhs Diamond--

(J.Irs . Klotz entered the conference.) 

H.M. JR: 1 wanted you to hear t his . This is a 
committee which I have appointed to ge t together what 
the Treasur1 has done on inflation. They appointed a 
subcommittee . (Laughter) 

( 
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}IRS. KLOTZ: Who is that, you? (Laughter) 

H.M.JR: Say it offiaially, Harry. Say it again. 

MR. WHITE: We appointed a subcommittee to prepare 
preliminary documents . (Laughter) • 

lffi. BLOUGH: What he means is a technical committee. 

H.U. JR: And the subcommittee is in another room. 
They haven't had time to hear what the subcommittee se.id. 
(Laughter) 

Now, where is the subcolllllittee? I would like to 
meet the works. Where are they? 

MR. WJIITE: We can call them in. 

MRS. KLOTZ: I thought they had appointed you the 
subcommit tee. (Laughter) 

(Mrs. Klotz left the conference. ) 

H.M. JR: Listen, don ' t try to get away with this 
stuff, that I didn ' t set a date, but we will let that 
pass over. 

UR. WHITE: It is a long job. 

H.lt!. JR: Well , I am all tied up now through next 
~onday - or Tuesday. Let ' s have another meeting a week 
from today. B¥ that time certainly you fellows ought 
to have something. 

J.IR. HAAS: We have got some thing today. 

MR. 'HHITE: There is qui t o a draft of a document 
here. But there are a few questions that we want to 
make certain about. 

One is do you intend to confine yourself only to 
publ~shed documents , or have a complete record and then 
cull out of that whatever you want to use. 

?15 
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H.M. JR: Complete. 

MR. W!UTE: And do you want to util i ze your 01111 
resources? 

H.M. JR: Yes. 

MR. WHITE : Will Miss Diamond do that? 

H.M. JR: You have to clear it with !.irs . Klotz . 

ldR. WHITE : You mean l!rs. Klob will--

H.ll.JR: Will arrange to have someone that you will 
select go through that stuff. Uiss Chauncey is as good 
u anybody. 

L!R. WHITE : She will take the stuff out or she will-­

H.U. JR: Just tell !Jrs. Klotz that I want the stuff 
on inflation and that I suggest she le t Uiss Chauncey 
IVOrk at it. . 

I.!R. WHITE: 'Those are the only two questions t hat 
occur to me. 

H.Y. JR: I will tell Mrs. Klotz now so there will 
be no misunderstanding . 

?16 
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Hello. 

March }l, 1943 
4:09 p.m. 

Yes, good morning - how do you do, sir? 

How are things gol ngt 

Ab, fine. I arrived in her e probably not more 
than a half an hour ago. My olane was late .... 

Oh. 

•... and so I'm here vi th Mr. Fleming and Mr. 
Fleet ..•. 

Good. 

•... and we're looking over their set-up, 
their organization, and their plane. 

Good. 

They plan to have a dinner t onight at the -
at one of the clubs hers in tovn, and they'll 
have about t wenty or their l eaders in to that 
dinner . 

Good. 

So 1 111 get a chance t o meet wlth the organiza­
tion pretty well there, a nd t omorrow morning 
my plan is to spend aome tllle vith Moore and 
Trounstine . ..• 

Yu. 

•..• and then perhapa reJoin Mr. Fleming tor 
lunch pri or to my departure on a 2:25 plane. 

Now hov dld you leave thinga in St. Louie? 

Well, I - I had a very interes ting dey in 
St. Louie. They had a really big meeting. 
They must have had thi rty-five or f orty of the 
people in from all or 'their regions, both War 
Savings and Victory Fund. I found a very ni ce 
f eeling between the groupe. 
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Good. 

Everybody wae working together moat coopera­
tively ••.• 

Good. 

•... and there wa e a nice l ocal a pi ri t. We 
talked, of course, a li t tle bit about the nrob­
lem that Mr. Davia' r esignati on or depar ture 
has brought up to ua ..•• 

Yeah. 

• • . • and I've talked to George Bufflngton about 
that. 

Have you talked to Bell ' 

No, George called me at- Bt Ball ' s request . 

Oh, well. . .. 

And of the names suggested, Maaetre was the first 
out thel'e .... 

Yeah • 

. .•• but he is a pparently not going to be avail­
able. 

Yea. 

He ' s just finished a Red Croaa drive. 

Yeah. 

And Head was the second one, and that vas the 
one you had in mlnd. 

Okay- well, no, i t wasn ' t- no, get me 
straight. Tha t wasn 't the one I had i n 
It ' s the one tha t the people here - I­
don 't know any of them. 

Well , I don't either, of course. 

mind. 
I 

But 1t 
i t was 
ing. 

vas the one that Bell and I think - no, 
the one that Cheater Davie vaa reoom~end-

?18 
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Ye&. Well, I told them there yesterday when 
Lhe subject came up .... 

Yeah. 

.... that I didn ' t feel that I- I had any ·real 
contribution t o make . .•. 

Oh . • . • 

•... that there were three pointe or view that had 
to be taken i nto consideration: yours, bP1ng the 
con t rolling; Eccles, being one; and Davia himself, 
being the th1rd point or view. 

I f orget the man' a nue t he t ' e connected vi th a 
life insurance company. 

Well, tha t 's right. That's Head. 

Head, yeah. 

An~ he 's the one ••• . 

Well. .•• 

.. •• that wae the No. 2 man on the list as I 
picked it up down there yesterday. So I think 
the plan is that Dan Bell will call Ches t er 
Davi s et St. Louie and to have Mr. Head aounde~ 
out. 

Okay. But - but you sound cheertul and ever y­
thing is all right . 

Oh, yea. I th1nk everything i e or ogr eae1 ng very 
nicely. 

Good. 

They - they had an enthusias tic group ... • 

Good. 
and there was some very intellig ent planning 

g~l~g on, and the organ1tat1ons, I think, were 
ver y happily welded together. 

Good. 

?19 
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They had a rather strong feeling that this happy 
welding of the organizations wae one of those 
things that will work all right f or a once-over 
Job but that we'll have to faoe the facta of life 
at the end of thle drive. 

(Laughs) All right. 

(Laughs) 

Olt.ay. 

All right, B1r. 

Thank you. 

I•11 be in t omorrow at five o 'clock. Do you want 
to see me tomorrow afternoont 

Vell , when y0u ge t here ask for me. If I'm here 
I want to see you, yea. 

I' ll - I'm due t o arrive at the airport at five. 
I probably won't hit the office much before five­
thirty. 

Vell, 1f I'm here I certainly want to see you. 

All right, elr. 

Goodby e. 

Goodby-e. 

220 
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OCC11 P/i!'IOI\ CURRENCIES 

Present: 1. r . Vtbite 
Sir Frederick Phillips 

~ arch 31, 1943 
4:15p.m. 

221 

H .. . JR:. This !'ill. be on militar j' currendes . I nad 
• ~eeti 'lr th1s morn1nr l n n.y office 1\ith tne 1'oder Secretary 
~! .. ,r, l. av~, ;epresentetives of the State Dep~ rbent, and 

·. , •nd th1s lS the r.a;; Y. e feel q~ou· tr.is thin': At 
thit &h •e of the ce...paign 1.e don t unt t o take it up .. i th 
an> of t he ~over~ents in exile on acrount o. security 
reasone . 

lt>recpective of • .. hether t ne countr1 is L so- called 
friendly countrJ or ene.nv countr; v.l.e1·e tlleJ ~re oin~ 
into, 11e he1•e feel t hat whet 1.e v.ill call, for leek o1 a 
better name, our spearhea d money - we would like to use 
the same money that we used in North Africa, v.hich v.e 
called gold- s eal money . 

Silt FREDERICK Pr.ILLJ,..S: 'iellov. seal. 

H,J.I , JR : V.e call it gold seal. •·• <lon ' t ~~~nt to use 
any of the currency of t he country v.hicb l'. e are boing into 
in the firs t instance . \',e are, hov. ever, ~.oino: to print 
here - while i t ,,asn' t discussed, I G aure there o;ould be 
no objections to printing s~e for you - a ~ilitsry cur­
rency which ~ill not have any name on it because I can't 
guarantee s ecurity if • .. e neve a name pr inted on it . But 
our Bureau of ~ngraving said thet usin~ this particular 
kind of currency - as soon as I can ~ et e fora. I.v.ill be 
glad to show it to you - ~oe could, within forty -e1ght hours 
from the time the r.e.r Depar tment anked us to , print the 
nsme of the currency over it . So in case in this X country 
th& t \\e went into there v.as a shorta re of money, v.e 1•.ould 
h~ve this military curr ency to supplellient our o~n gold- seal 
money 

1 
if it Mre necessary. 
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S~ I'.FKEDERICK PHILLIPS: That is fin · 
1our m1l1tary cur rency expressed in? e, but what 1s 

H.r . JR: It will have a cross r ate ·u t Lh . ,. · 
did V•hen we went in to Africa . J 6 e 1

•
8

• l t 

Silt FREDERICK PhiLLIPS: Is H a collar rate _ dollar 
s tuff or the local currency? 

th. \'~1ITE : Lira- fra ncs - locu . 

H •. JR: It v.ill he dollftrs , 11 o it Yi ll have e fi xed 
rate . 

Silt FREOE!\ICK PhiLLilS : That is all right . 

l'R. \\biTE : The yelloY.- sesl currenc.t rill ~ e the 
dollars; the other will be local currency units . 

Silt F:i.ED"RICK T•HILLT PS: I 8Jt not tolkin{" about the 
ye~low- seal. one now - would these thin ·s you are now hnvinr; 
pr1n ted be 1n dollar s , t oo, or in t he locol currency? 

ll.l.' . JR: I misunderstood you . 1r.ey defi nitely v,ould 
be expretsed in local currency . 

t. ow t he t hou;;ht here y,as - if I he ven ' t t..ade my~elf 
t>lain - the thou.;ht here r.as tt.is, tl&&l the xrt., felt l at 
lf you people wanted to use this ki~d of currency ( inoicatin~ 
Pri tiah l'ili tsry Authority t:ote) y,hen you 11ent into X 
country, the y,ay you di d in Africa , all ri th t; but hefore 
you use the local currency of tha t country, tbe/ f eel tha t 
there should be def inite consultation either before, or 
certainly afterwar ds, because u here f eel that if M i,O 
into a count ry or 'you go i nto a countr, 1\lth your pocke ts 
stuffed full of the currency of i. country lt~ere will be 
definite suspicion on the part of the people that it is 
counterfeit . You arrive witn bundles of lira or bunoles 

222 

of francs - the suspicions develop just as Vihen I v.as in 
Lisbon . I saw all these new thousend-frenc Bank of France notes , 
and I took it perf ectly for ~;rented that tbeJ v.ere printed rec­
ently end they ure worthless . It is the s8Jile t hin P' as somebody 

• 
• 
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saia this morning, if Japan arrived on our shores toa~y 
in San Francisco wi th their pockets stuffed full of dollars 
everybody would think that they ~ere counterfeit - m d 
the,t moat likely would be , 

Have I oversimplified this thing, Harry? 

),(R , \\hiTE: No; I am not sure . There is just one 
point . You say that the Army feelE that after they nave 
used thc.spear- head currency, either thei rs in sterlin& 
or ours 1n dollars, and are thir.kinv of shifting to local 
currency, that there would be consultations before any 
action ~ere taken . 

H . ... JR: Tbet i s right . 

HR. \'1hiTE: Not after. I thoujlt you saia before or 
after . 

H.M. JR: I ·sai d before; I think so - I weant to, 
anyway . 

?23 

MR. '.\lHTE: That might be the day after invasion 
or a ~eek or a month, but prior to the use of local currency . 

SIR FREDERICK PHILLIPS: Did they give any other. 
reason for this suggestion which I t hinK our people ~111 
find very surprising? 

H . ~I.JR : llo, except tbet v.e think that tnis is toe 
best from the standpoint of reception from the country 
which ~e go into. What is amusinr? 

SIR FREDERICK ?BILLIFS: I thourht ~ur o~n ~ilitary 
were no t blind to the point of des! rabillty of a t;oo~ 
reception, and certainly they have raised no s~cn po1nt . 

H M JR • Well is it the milita i'Y, or is it the 
Brl tlsh Tre~Slll'Y the t lays down the policy? 

SIR F!tEDERI CK PHILLIPS: They nave had consultation · 

c 
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H.J . • JR : \\ell, tve have hed consultation here with 
lbc State Department represented . There wes conpiete 
unaninoity of opinion . We went throur;h the same thing for 
Africa , more or less . We started out by your nanting us 
to use your currency. That is v.here we started . ~nd from 
our standroi nt the Afr ican operations f r om a finan~lal and 
fiscal standpoint have been successful. Our Army is entirely 
s~tisfied . In fact , they are very much pleased. 

SI!{ FI1EDERICK Pli!LLIPS : Well, as I understand the 
~ritish Treasury, the main point is on the question of 
this special currency, whicb you aescribe, where you haVe 
the bh. nks all rea~ and •·ilich you print off es soon u 
the operation is publi c and the news of the operation is 
public property . 

H.1'. JR : Not necessarily. 

5IR FREDERICK PHJLLI"S : You l'.ould have the bla nks 
before then, but you would print them efter--

H . ~' . JR : Yes, overprints . 

SIR FREDERICK PHILLirS: Our view was, and still is, 
I beli eve that it would be ver7 much better if those notes 
v.ere expr~ssed not in th~ local currtncy1 hut in dollars 
or sterlin~, for the simple reason that 1 f. they a~e 
expressed 1n dollars or ster linz any qu~nt1ty ue~1~e~ ca~ 
be r eady before the operation begins, v1thout re1s1no an~ 
question of security . 

H.L! . .B: l.ait a minute; I don ' t understeno ;rou • . It 
seems as though we ere talkin£ about two separate things . 

SIR FkEDERICK PEILLIPS : Take that ~ote (British 
1.111 tary .Authority ~ote) - youysay ~ll ~111 ih:vbl!~! 
for your correspond1ng note. ou Wl eve d bl' 
printed and when the expedition is announce - P~ lc 
property - you p,roce~d to ~~~~!a0r1~~~~ ~~t;,h!~:ve~n~t 
hundred francs , or one h th t if i nsteed of that 
may be. \\hat I v.as sayi ng I'll~ 8 dolla r" you v.ould have 
youtv1ould prhintt on y~urhnaovtl~g yo~~r notes ready even before 
no rouble w a ever 1n 
the expedition. 
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H.L! .JR: We have that on these gold- seal notes . 

SIR FREDERICK PHILLIPS: ' . 
Yes, but that i s--

H.tf.JR: And I understood just tho opposite from 
you . 1taybs Mr. White - I am sure he took great trouble 
to explain it, but maybe I didn ' t unaerstaod it . 1'bat 
i s wha t we are. talking about. 

SIR FREDEhi CK PHILLIPS : Ye~ , I kno~. 

H .~ . JR : That is your spearhead currency . 

No~ ~hat I understood us that poei t ion ; I a"' ru re 
you t ook great pains to explain it, but meybe I didn 't 
understand it - that thing - the one thin~ that you 
people didn 't want t · do was to establish e sterlin~ credit 
in these countries, tha t you fi&nted to use a local .currency 
a s much as possible . 

SIR FREDERICK PHILLIPS : Well, yes . 

H.ll. JR: I mean, t hat is Wt~ way it v.as explained ~o 
me . That is just what you didn ' t v.anL to do, t .o establish 
sterling or dollar c redi t in these count ries . ..ha t you 
wanted to do was to use as much of tneir currency as 
poasi ble . 

Now you tell me, if I understand you correctly, ~bat 
that isn't what you want to do; you ~ant to use sterl1ng. 

SIR FREDERICK PHILLIPS: Perhaps I oe~n at the 
wrong end. 

H.M.JR: Did I understand you righ tly? 

MR WHITE · Yes I think so. ~ere is some .hi_atus i n 
thoueh~ j~ping.one step, but I think that is def1n1tely 
correct . 

SIR FREDERICK PHILLIPS: Let's begin rli t h. tbe _fi r st 
thing, what ~e call the spearhead currency, wh1ch ls your 

?25 
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¥ello*- sea1 doll a r. OUr objection to the spearhead curr•ncy 
lS tha t we knov. very well tile Allied governments would ob­
ject to the use of spearhead currency expressed in ful l 
value do!lars; they have told us so - or stet•ling . If you 
asked why - I suppose their reason l s the t no one likes 
another government issuing full-value money in its territory . 

If instead of your gol a - seal note , r.hich is a full ­
value note, your spearhead currency wer e entitled, instead 
of 11ha tever your ordinary curreiJCY bears, "United &ta tes 
. ilitary authority , .Qne Dollar, we do not think the objec­
tion from the other Allies '1ould he ao strong. Tba t melees 
it mer el; a t emporary military affair. 

H .~· . • TR: But what we said - we would use the second 
currency only after consultation with you; ano only after 
M found we couldn t get enough of the local currency from 
the local banks or from the local populace woul d v. e use 
this secondary currency, or posaihly some of the currency 
v.hich you may have accumulated . 

Now let me go back again . It has he en represented to 
us very carefully that the country lnvolved o: t he. government 
in exi le - if it is one of these governments 1n ex1le-
r1ould obj ect . \Je have considered it, and we don 't - r.e 
are no t eoing to le t it influence us . 

SIR FREDERICK PHILLIP5 : I don 't knoy; quite ,,ha t 
answer you gave to t hem but they ppt in their vie-,;s , and 
you said t hat you would' consult them, I think . 

H.J. . JR: There is nothing that 1 kno" of; nobody 
raised that point this mornin~. 

MR i\hiTE· That is quite G different matter . They 
ut in ~ lett;~ to us - •iel giUuJ and Holland - after the 
~ st e lao de and t hey said that befot• e 11 ny currency us . 
used 1~ thei~ country t hey would like to have an .opp?rtunhltty 
to consult with us . Bell answered the l etter ana sald t a 
we would be glad to consult with them on such pro blems 
at any time, or some thing to tha t effect: V.ebare/ eady 
to consult with them in the sense of dong t em or 8 
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'e .orar.dum on that t heir vi e11s ar e ~. · th respect to the 
tppropriste exchange r! t e. Ti.ey Mre irterested in the 
exchoq~e ra te . They duln ' t v.ent us to for ce en exchsn e 
rate on the~tr the waj they claimed lie Ci<1 in Afr ica l'iith­
out the } r er ch krowin a rythln i aoou t it . And i t ~es 
on tha t poin t tha t l',e had ref erence to co. sultation . Our 
co sultntion s llould nov. consist of askin theu. to sut•.oit 
a .ue .• >OI'If dum expres sirt~ t nei r vi e1·.s on it . ':}, i r.ould 
o~e our definition of consultati on . 

I • , .Jk: As to the rt t. e? 

. .. HITE : As to the rete. 1aere are ho overn­
:ue• ts - I think I s'" ri -·n t - it is Pel iu.. er.o ollsna 
1 o 1.rote us letters , llnich Y.e a rs11ereu . 

•. . . JR: V• e f eel pr e tty stronrly aoout this. 

h • .. HT TE : Aoout four ru ontns a o--

Sm FREDERICK PHi l UPS : ! am told t e, feel very 
str on l y on this poi nt . 

1• , II , JR: Wh o? 

SJR r'f,F!)fRICIC P!'ILT IPS : The Allied ~overn..Jen ts . 

L JR • Frar.: v.ha t I ""ve seen of so:c.e of t11e repre-
n • • • " t f l •e ser ta ti ves r ece t ly, I a on ' i I\ orr 1 r..uc 1 a •ou . ec-e. o ne. 

Over" ·er t• r il!l tel:Cin a 10ui over ents 1n enle t:at 
·- " · • ~ "' f ts 111 I ru: ve seen rece r tl, . I sa;, so e o ~ne over.-e 

exile - 8<:\"e of the re;>resentatives l loB t I u£Ve_seen ' 
r ecentlj- • l'lhere ;ou beve a •·lb ~ilitar, O!erat10'' tna t 
u.1llione of lives are involved, and all tne r est of t t.e. · 

SIR FREDERI CK PiJILLIP~ : Yes, 'ut • ou are not &e.cir.~; 
t . this to use full-va lue doll& r s 6S s;; ear-ue o coucur 1n -

head cur rency? 

!Ul. JR: No. 

S I think our people f eel 
SIR FREDEhlCK PHILLIP : 

that--
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h .. . JR: No, our unaer stanaing is tuat .)OU v • .i ll 
use tl.•is (innicating ll!'itisn t•i li,t~r.) A~<tbority note) . 
thAt 1s what )IOU used 1 n t.orth Afr1ca. ..h.t 1,8 are 
ea,ving is t r.at v.e 1.ould like to use our ~;olu-eeal 
currency, ou t we a r e s skinr; the concurrence before eithe r 
of ~>S use the locs l cur renc.)', after 11 e have landed the t 
there he co~su~ta tion . Do r .r.ske lllJ'SGlf plein on thLt? 
I a.-. not, thinklng a bout t he Allied ovntlllJenh I ar. just 
lninltin., a out Enohnd and trte I nited Stst es. ' 

~r., t'RED~IUCK PI ILLI'f'S: '.eH, I think t"eir .inten­
tion ~·.ss to use as spearneao curre:-cJ cit.er t.&.t t'ti~g 
or sucn local curr er.c:t as tt.ey postea . 

H • • JR: ',,ell , we v.ould prefer - .uc11 prefer - t· t 
,ou use lbis (ir.oicating ~rihsh! ilibr, Autttorit;J note) . 
1be point i! this , I aOll ' t care l.t.et countr,1 Jou o into, 
,ou at•e ,oinp; to be t r.ere fr,._ t .. ree to fi ve ,ears, ad 
•. ne tever :none1 ;rou OE.ve scrlllliuhlea - if l.>L l .is .. Lat is 
1 or r;rint the Endi sh Govern. .• unt - if iou ••anl to use 
lHel local curr·ency t nere 1.ill be wup e tirae to use it. 
You v.ill use it all ano ,r,&ny ti.ues over·, so t .. et·e ,,ill be 
f<lllpl e time to use it . So as an eoono. •. y ~tea sure t•u;.t . 
u.one~· will be used no rna tter hoi\ muolt JOU !.ave acc~:.uulf tea 
or• hoVI much these Allied Goverruuents h.ave e.ccumuls ted . 

SIR FREDERICK PHILLIPS : l.ot a &t ter cf ecouooy · Il 
us simpl y t hei r vi ew t t•e t currenc.r 1.oula • e i ••• em elelJ 
&cceptable . 

11 •• JR: ' .. ell, t1.at is ,,nere 1.e be lo ailfer l'iitn 
, ru • Put yourself i n the impoesiole &. tua tion - it can ' t 
b f b · · E 1 a tt e ie r".ar.s arrive with appen - o e1ng J..n n .. ana an . 
their pockets stuffed w1th sterllnl · 

\\ell , arli{VIa:J , have I cover ed the 'r!'Ound, rarry? 

I!H. WHITE : Yes , I think those e re the three points . 
One the spearhead currency would be yellov.- seal dollsr

1
s 

' · l d the at.A notes · second, that the l oca 
and they cou use t·i' f ter there is consulta-
currency would not be us~d un 1

1d8 take plece after i nvasion 
tion and the t consultahon wou • 
and t ha t the Allied--
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H.M.JR: Make that plain, the consultation after 
the invasion. 

MR. Wl I~: After tbe invasion . And there would be 
no oonsultat1ons before the invasion as to whether or 
not you use local currency . But after the invasion when 
either Army wished to go into local currency of any form 
there would be consul tations, before any such step were ' 
taken, between the British and the Americans . 

H.M. JR: And most importanti there would be consul­
tation between the Englis~ourae vea, and the Allied 
governments as to the rate, the sterling X country rate 
and the U.S. dollar X country rate. 

MR. ~~ITE : I didn 't know that we in the question of 
the rate were going to do more than ask them to sulmi t 
their views. 

H.M. JR: Yes, as you said, bu t between England 
and ourselves . 

MR. VlhiTE: Between England and the United States 
there would be complete agreement on tho rate as there 
has been hitherto. But the exiled governments would be 
asked only to submit their views to the Bri tish and the 
Uni ted States governments as to the appropriate rate . 
They should all be asked soon so that for reasons of 
security there would be no question left, ~nd it.wouldn 't 
constitute an agreement, because we wouldn t be 1n a 
position to know what the rate should be until the last 
minute. 

Those ar"e the three points . Th• question of Lib;a 
remains unsettled for the moment. 

SIR FREDERICK PHILLIPS: I think thsy will ask on 
that , "How long is t his spearhead cu~renoy going to be 
in use. " 

MR. \HITE: We thought that that would be left to 
the mill tary forces to determine on the ground - that ia, 
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I presume, that ~h~y will have advice f r om the British 
Treasury; your m1l1tary forces , and our military force s 
would likewise have advice from us and they would determine 
it as of the time after they go in . 

H.M.JR: ~~at i s what happened in Africa . I mean 
General Eisenhower asked for advice and took it. ' 

~'R. WHITE: I think our own feeling has been expressed 
very generally that the sooner the better, unless there 
are good reasons for not doing it, and thia other local 
currency would be ready within a couple of weeks after 
invasion on the spot in case they needed to use it. 

H.M.JR: And if the British Government wanted us 
to print acme for them--

MR. ~HITE : They have asked us to--

H.M.JR: No, but we are for Morocco, aren't we? 

MR. WHITE: No, They have asked us ~<hether we 
wouldn't have some of the kind of currency. This we 
were going to print with British Military Authority, too, 
because they may not have enough. 

H.M.JR: The answer is, we would be glad to do it. 

SIR FREDERICK PHILLIPS: ~ell, I can so ;eoo;t to 
London, but after all, if I didn't aay my bel1ef 1s ­
they •ill eee pretty suitable obJections to some features. 

H.M. JR: That is all right . I am getting used to 
it now. 
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INTERNATIONAL STABILIZATION 

Present: Mr. White 
Mrs. Klotz 

l:arch 31, 1943 
4:40 p.m. 

H.M. JR: Sir Frederick Phillips stayed behind. 

He said, "Now just explain to me wha t it is that 
you have to do about testifying on thia stabilization 
plan - postwar stabilizat ion pl an?" 

I said, "I have got to go up there ~onday . • I 
said, "It isn' t very courteous to the Senate to t ell 
them that I am coming up there l!.ondfi to testify and 
I am going to publish i t Tuesday ni t, and par ticularly 
if I can't get before the House unt 1 Tuesday morning 
and ask them the same thing. 

"Then they will say, ' Why do the Rnglish rush you 
eo when the war isn't won yet? What is all the hurry? 
Why do the Enilish rush you so? What dif ference does 
a week make?' 

I said, "I don't know what the answer is." I 
aaid, "Furthermore, so that there can be no misunder­
standing, I have not yet asked the President, but I 
am going to tomorrow. I asked the Senate, and. I asked 
the House. They said, '7fe would like to have 1t. You 
tell me when you would like to have it.' I said, 'The 
night of the 8th.'" 

YR. WHITE: The night of the 8th? 

H.l!, JR: You do it the night of the 8th instead of 
the night of the 6th. 

So he said, "I will do it in my own name, and not 
bring you into the picture.• 
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I said, "That is very good." 

I.!RS. KlOTZ: Why didn't he say that in the first 
place? 

H.M. JR: Today he got a little ugly- said that 
the commanders ought to know what they want. 

!JR. 1MIITE: He isn't nearly as ugly here as he can 
be elsewhere. 

H.U. JR: I won't take it. I am not going to" take 
it from anybody. I haven't taken it right from the 
beginning. And particularly when they were down, I was 
the most courteous, patient person in the world. I 
never took advantage of it. 

I.!R. WHITE: He doe sn • t give - he is not wholly 
frank in their r easons on this matter. They are not 
wholly frank. 

H.M. JR: Did you see where he tried to tlvist me up, 
but be wasn't successful? 

UR. WHITE: On whether you meant local currency, 
yes. 

132 

Regraded Unclassified



HMJr: 

sam 
Rayburn: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

HMJr: 

March 31, 19~ 3 
~ : 54 p.m. 

Sam, you did a beautiful j ob yesterday. 

(Laughs) Well , part or the way, at least. 

What? 

Pert or the way, at leaet. We did t~e Job on 
the .... 

I. ... 

.... by the Ruml, but .... 

I think it1 e all rlght. 

Well, I think lt waa a dog tall. Nobody got 
badly hurt. I - I don 1 t know what to do now. 
I - the newspaoer boya have been around, and 
I have .. . . 

They're some newspaper men around? 

•.. . sald no thing, and I'm going to get a 
bunch of the boye to~ether and talk thlngs 
over. Now there i en t any uae ln brlnglng in 
a blll here, Henry, tha t 's not prectlcally 
unanimous ...• 

No . 

•.•• wlth the Comaittee- brlnglng ano ther eplit 
Committee , and you'll have the same kind or a 
!laaco. 

Well, do you went to know whet I think? 

Uh huh. 

I - I hope-- and thla la just t or you only . ... 

Uh huh • 

••. . that they ' ll atop tBlklng taxes tor a month 
or 

8
o and let us get our April drlve over a nd 

ralae $13 blll lon dollars, and then take up 
the tax blll and thla whole questi on all at 
one time. 
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IIMJr: 
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IIMJr: 

R: 

HMJr: 

R: 
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Well, nov that might be the beet thing to do . 

All a t one time- wha t ' s the use or t aking two 
bites at itt 

Well, I - I think you've - I think that's- that's 
a sensible approach. 

Now another thing, after all , whatever we do-
I mean i n the President ' s Budget Message, he's 
asked us to raise an additional $16 billion, and 
why not p r esent the whole pic ture to the country 
at one time' 

Well, maybe that - that may be the best thing. 

Because t hen we're not Just talking about "for give­
ness , forgiveness• ...•• 

't es. 

• . .. ell the time. 

That ' s right. 

What? 

'lba t - the t ' s right. That' a right. 

So that 's the way I reel. 

You can afford to forgive a little if you can .... 

Ir you can get some. 

Well •... 

Because I don't mind taking two atepe forward, it 
it's only one backward. 

That ' e right. 

But it it's one backw8rd a nd none forward, why, I 
don't get very tar. 

The t' s right. 

What ' 
That's right. I- I - I - that- that would be M1 
o tt-hand opinion, and I said that to John or some­
body todAy. 
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Well. •• • 

And we certainly got t o have a ta x bill before 
the year is over. 

And if they'd l et us come up and r eally invite 
us to tell them what we want, we 've got a oro­
gram. You remember J ohn asked at that .... -

/35 

Yes, that's right. • 

•.•• mee ting, have we a pr ogram? We 've got one. 

That ' s right. 

But if they' d ask me to come uo there I'll give 
them one and I 'a 90' sure it will certai nly suit 
the - all o f you fellova. 

Uh huh. Well, that'd be fine. 

What? 

That ' ll be fine. Well, I 'm going t o get thei r 
a ttitude, t ry and ge t it tomorrow i f I can .. •. 

Yes. 

.... and if I get i t , I'll l et you know. 

Will you do that? 
You may have read 
have been talki ng 
plan f or when the 

Yes. 

Nov, I need a 11 ttle 
in the paper that the 
about e atablli ta t i on 
war 1a over' 

The papers have been f ul l of it. 

Yea. 

help. 
Engllsh 
currency 

Nov we'v~ had a plan, which wee r eady for about 
a year, and in consul ting with the Engl ish they 
went ahead and there wae a l eak over there from 
one of theee Allied governments ln exile, and 
that ' s mostl y where the talk has come from, rou 
see' Now I got hold of the Senate, end they re 
having me up there Monday morning at 10:30 in 
Executive Sess i on t o explain thie plan to the 
Finance Committee, the Foreign Affaire Committee, 
and thle committee that Tom Connally - or ten 

(cont. ) 
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Senators on Poet-War, you see' 

Uh huh. 

And I'd like to be able to do the same thi ng 
t o - before the House. 

Yea. 

And I'd like to do i t , if poaai ble, either 
Monday afternoon or Tuesday mor ning. 

Uh huh . 

See' 

Yeah. That's that Poat-Wer. 

That ' s t ha t Poet-War .. .• 

hah. 

...• Currency. 

Well, I' l l speak t o these - you'd like to do 
that at the Senate Monday and then about over 
here Tuesday. 

Ir I- well , say, Tuesday at the latest, if 
possi ble. 

Uh huh. 

I 1m doing i t Monday 110rning before the Sene te. 

Yeah. 

Now if you've got a pencil, the oomml tteee 
I'm appearing before i n the Senate are Finance 

I'll be - now Just a second. 

Hello? 

Yes, Just a second. 

• 

736 

.• .. 

Regraded Unclassified



HM.Jr: 

R: 

I!MJr: 

R: 

I!MJr: 

R: 

HMJr: 

R: 

IIMJr: 

R: 

HI!.Jr: 

R: 

IIMJr: 

R: 

IIMJr: 

R: 

HXJr: 

R: 

IIMJr: 

R: 

- 5 -

Finance .... 

If I can ever get this ..•. 

Hello? 

Yes, Finance. 

And Fo reign Affaire-- I think that's what you 
call it over there, i sn't it? In t he Senate? 

Foreign Relations. 

Foreign Relatione. 

Yeah , thoee old fellows have rela ti one .... 

Rlght. 

.•.• we have affairs over here. 

Right, and then they go t this special committee 
ot ten, I think, and which Tom Connally 1e the 
head of on - on Post-'Aar. I Oon ' t think you 
have a corresponding committee. But you have 
this added committee over there, and that's 
Weights and Coinage. 

Yeah, that's right. 

See? 

That's right. 

And I've get to go before t hem to get an ex­
tension of my s tabilization fund, eo •.•. 

Uh bub. Might be a good iOea to have them in. 

Yeah. I - if you don't minO my suggesting 
that. 

Well , I thlnk that' a right. 

What? 

I think that would be a good idea. 

.. 
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So do you think you could let me know ...• 

I' ll try to find out t or you tomorrow, Henry. 

Will you? 

Yea. 

All right, and, ae I eay , it w111 be in 
Executive Session. 

Yeah. I'll try t o find out t or you t omorrow. 

Rlghto . 

Thank you, Henry. 

Thank you so much. 
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Operator: 

HMJr: 

Operator: 

I!MJr: 

Guy 
Vaughn: 

I!MJr: 

V: 

I!MJr: 

V: 

HMJr: 

V: 

IIMJr: 
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HMJr: 

V: 

I!MJr: 

v: 

HMJr: 

V: 

Hello . 

Mr. Vaughn. 

Right. 

Go ahead. 

Hello. 

Hello. 

March }1, 194 3 
5:06 p .m. 

Wha t do you vent to do , aell me a couple •.• . 

Well, hov are youf 

Want to eell me an airplane? I s busineaa that 
bad? 

Business 1e p:etty bad. 

You want to sell me an engine or something. 

Tha t ' s right, a aoark plug. 

I see. (Laughs) 

(Laughs) I wonder 1t it would be conveni ent 
t or me t o stop in and see you on Friday after­
noon? I've got to b e dovn there before the 
M1li tary A!!airs Committee Friday morning. 

I don ' t think I'll be here. 

Oh , my! 

I ex . . -I expect to be out ot t own. 

Well, that's too bad. I'll tell you what I 
want to talk to you about, buying something 
instead or selling something. 

Yeah, what do you want t o buy? 

Well, we don' t - I want to talk to you about 
thil bond l aaue that you're bringing out,aa 
tar as the Eaet Coas t Council i s concerned 
and our position. 
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Yea. 

We wanted to make it pretty clear with you 
and ask your advioe on what you think we 
ought to do. 

Well, nov I •• . . 

I know what you want us to do, but there're 
certain other !actors that make it impossible 
to do what we want t o do, end I just wan ted to 
talk it over with you. 

240 

• Do you want to see anybody else in place of met • ~ 

Ob, hell, I don't think eo. 

Well, won't you be down .... 

I- I don't- I don't know. I .. .. 

Well, don't you ..•• 

I get along with you pre tty well up to date, 
and •..• 

'l'hB. t ' s right. 

•.•• I thought I'd like t o talk with you. 
your time is ..•. 

I know 

Well, I'd see you but I'm not going to be here, 
Mr. Vaughn. 

Well, I know. Well, now I'd rather come down 
a special trip •.•• 

Fine. 

...• at your convenience. 

Uh •••• 

You're not going to be - well, I'd be 1n 
'4'aeh1ngton anyway. 

Well, how about next Wedneedayt 
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I've, unfortunately, got to be at Columbus next 
Wednesday, and I'm going to California shortly 
after that and I won 't be back until afte r the 
l'iret of May. 

Oh. 'i ell, we've go t to see each o th6 r before 
the t. 

Yeah. 

How about Monday afternoon? 

Monday afternoon' a okay. I' 11 be dolfll Monday 
afternoon. 

Say around three o'clock? 

Yes , e1r, absolutely. 

Be glad - be glad to see you. 

Well, that's fine. I Juet wanted to show you 
what cards are on the table, and ask you bow to 
play them. 

Fair enough. 

All right, sir. See you ·at three o 'olock Monday. 

Fine. 

Thank you very much. 

Goodbye. 

Goodbye. 
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Dear liP. Goo4&lea 

It wu with real regret that I re­
oeiTe4 JOUP telegraa ana letter atat1Dg 
that 70u heAl folllld it u.,o .. ibl• t o oOM 
with ua here ill the TPIUIIPJ'. I wu 
ooa!14ent that DOt onlf would 7ou haTe 
been of f"'t ueiataaoe bat aleo that 
JOU ana woala han rttlll UOJIC 
f..oueq. I hgp• tha oar patha will 
OPOU IOMWre ill the flature. 

With klDdeat regard•• 

Slne1Pil7 JOUPI. 

(llped} H. )( ........ lr. 

liP. rraaoh o. Geoa&l•. 
Bill, aa.1 ... Geo'•le & Wiowall. 
68 S'ate Street. 
Bo•t• ......... ttl. 
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DCNON I'IILL. 
8N.AW .Aftt.OW 
.. WIIWALL 

HILL, BARLOW, GOODALE & WISWALL 

( FORMERLY, HILL, 8ARL.OW a. H0MAN8) 

COUNSELLORS-AT- LAW 

0 OOOOA\..C 
ADAMS ~3 STATE STREET 

Y WADSWORTH 

SOSTOH, MJ.SSACHUS£TTS 

!.larch 29, 1943 

Honorable Henry ~orgentbau , Jr. 
Secretary ot the Treasury 
Washington, D. c. 
Dear Ur. Uorgentbau: 

sent you 
Fearing to waata your time unneeeaaarily I have today 
the following telegram: 

• FOR REASONS IN LETTER WHICH FOU.OWS REJGARDING 
IU.TTER DISCUSSED WITH YOU UAROH TWEliTY FIFTH 

HAVE REGRE."l'fliLLY BUT D!:FIIIITELY DECIDED TI!I.T 
I LlUST DEOLIIIE" 

I appreciate deeply your friendliness and courteay, 

as well aa the honor whloh you have done me in suggesting the 

work in question, I should like to make it clear to you that I 

have oo~ne to IDY present deciaion only atter most oaretul de­

li beratlon. 

There is no need to burden you with the detail a ot IllY 

do~nestic and protessional responsi billtiea and problema, wh1oh 

are IDAny and involved. They all add up to the tact that I can­

not resign trom my t1rm w1 thout impoUng undue htlrdah1p on a 

number ot persona. Please believe that it is not at all a quee­

tion ot IDY own Wishes, and still leaa a question ot imoed1ate 

compensation, but turns on the tact that 1118ny individuals are 

dependent on the continued ex1etenoe ot my tirm, The tir= hae 

already been eo tar depleted that it cannot stand the loaa ot 

another active J)4U'tner. I have in the put led others to be­

lieve that I would stand by the tlrm during and atter the war, 

·And they have made deciaions in reliance on this. To abandon 

the t1r~n now would make me teel guilty or aomethlng almost like 

bad faith. It would certainly de!D&Od great sacrifices ot per­

• 

eons who had no voice in 111y decision, 

I take the llberty or adding that I have co~ne to IDY 

present conclusion all the more regretfully not only because 

the work which you outlined attract• me greatly, but because I 

should llke to work in your Department and tor you personally • 

Sinosre~ours, . JJ! 
~ "Jf.+tru~ I. 

24 

FOG/W Francis G. Goodale 

Air' Ua.il ------~ 
Regraded Unclassified



I 

March 31 , 19~3. 

Dear Cheater: 

I haYe your letter of Mar ch 27, 1 
19~3 . aubai tting your r ft a1gnat1on aa 
Oha1raan of the U. S. Var rinance Ooa­
a1ttae f or the Eighth r edaral Reeerye 
Dtiltrlct and g1Y1ng the r eaeona therefor. 

I regrPt the neceee1ty for your 
rea1gnat1on, but fully underetand t hat 
the new dutiee you ar e taking on coapel 
you to rellnquleh \ hie poet . I accept 
your resignation, therefore , with regret. 

I aa pl eaeed t o not e that t he 
preparation for the Second Var Loan Drive 
in your Diatriot ie in euch an adYanced 
etate of organization. 

Sincer ely youre, 

(1!11p&4) ! eDr)' Korc"""'•".-0• Jr. 

,lr. Cheater 0. ll&Yh 
Prealdnt 
federal Rue"e Bank 
St . Louie, 11eaouri . 

DVB :ev 

Photo tlle i n Diary 

1'11 e to Thompson 

•• -
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fEDERAL RESE RYE BANK 
OF" 

S T. LOUIS 

Jlaroh 27, 19t3 

lli:IDorablo U.nry Jlorr;enthau, Jr, 
Sooretary ot tbe Treasury 
'hahiD&ton, D. c. 

ICY dear llr. Seoretaryo 

It 1o w1 th r;emdne rer;rot that I aa 
toroed to o.d'lise you that recent dnelopooents 
will -.leo 1 t 1apossible tor .,. to oontinue to 
lOr-YO )'OU U Cl1&inw1 Of tho 0 • S • !far !'inanco 
C-tteo tor tne BisJ>th !'edoral Roteno Dht­
riot. 

I diaoussed tho general a1 tu• tion hero 
with )IOU by telephone thia morninr;, and undor• 
atand that llr. Robbina will be prepared to l ook 
i.nto the utter tor you when he arrive• on 
TUoad~, aDd that in tho meantime you will havo 
diaouaaocl the aituation with ChairiiiAZI &oolos 111 
hit oapaoltJ aa our 11a1aon ottioor. 

f horotore, I oublllit herewith 11/1 resiGI"'· 
tlon to take etteot at youi- pleasure and eon-..en.­
ieaoe. 

It giYOa - goat aaUtt'aotion to ·~ 
that I aa happy o-.er the adYU\oat a tate ot organ­
hation in thit cl1otr1ot in propor1nt; tor tho 
SeooD4 IYar Loan Drive, 

Sinoaroly youra, 

Chootor c. Dovio 
!'reoident 

• t ---

.• 

Regraded Unclassified



Karch 81, 1948 

Dear Cordell: 

The Second •r Loan Orin etarta on .lpril 
12th. 

The f.'ar Finance Co.aithe ot the Seventh 
Federal Reee!'Te Dittri ct, caapri t ing partt ot 
Illinoil, Jfichiean, Indiana, loa and liecoaein, 
art nr7 anxioua to han 7ou u the principal 
epeaker on the occaeion ot their l aunchlnc prograa. 

The aeetine will be held in the Grand 8&11-
rooa ot the Palalr Houae in Chicago, Wonda7 eTening, 
.lfril 12th, at 61l6 p. •· They haTe euggeeted that a 
t !teen or twenty-ainute epeech b7 70u would do auoh to 
1111erate enthuliua throughout the organh~~otion that 
tht7 haTe brought together tor thie driTe. 

1e thie ie one ot the iaportant aot1Tltiee that 
I a a t171nc to keep a hand in IQ'ttlt, I would appre­
ciate an tal'ly r11ponu troa 70u. 

Honorable Cor4tll Bull, 

Seeretar.r ot Stete. 

T ou re einoert17, 
(81pe4) 80111'7 

JJ .... ., • .Jl.ll. ~, I J./ . 

Co. 1u• lu I" J 
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llarch 81, 1948 

117 clear General Sal th: 

I aa u ncling 7ou tbb letter bJ hancl Yia 
Lieutenant Colonel Bernetein. 

I want to tab thh opportuni t7 to thank 
JOU tor the invi tation to coae to North Atrioa. 
Maturall7, I waa dieappointecl when I coul4 not 
acoept at thie tiae. We are in the aiclet ot pre­
parinc tor a $18,000,000,000 4.rive whioh atarta on 
April 12th an4 I hope will encl b7 the tirat ot Wa7. 
I einoerel7 hope that after our financing ia oYer 
that the aituati on in North Afr ica will be euch 
that it will be conTenlent to haTe ae caae oYer at 
that u •. 

Pleaee glYe a, k1ncleet regarda to General 
lillllh~~t~er. 

(8iPei . ) a. lfo.....,rhao, Jr 

Major General laltar B. S.lth, 
Ualte4 Stahl 1.nq. 

'?4 7 vi 

• • • 
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March 31, 1943 

MEMORANDUM FOR 'l'HE SEORE'l'ARY 

In the oouree or the debate on the current tax 
bill, Obairaan Vinson or the Kav&l Attaire Coaalttee 
aelted tt. Bouee to oone1der the aeanina or the 11ua1 
Plan in relation to the raote on war protiteer1.ng Wbloh 
have been revealed by ble Coaa1ttee. Be cited oaaee 
Where 1 ealee repreaentat1vee• or war brokere have 
received enoraoue contingent reee and ooaaleaiona i .n 
connection with the prooureaent ot Oovernaent oontraote. 
Be pointed out that the only Juetit1oation tor theee 
protite advanced by theee agent• wae the raot that 
aoat or euoh coaa1 .. iona would ha .. to be repaid to 
the Oovernaent in the rora or taxu. Kr. Vlneon also 
deolared that the eo-called •anti- w1ndtall" prov1aione 
ot the Carleen bill would be entirely inadequate tor 
recapturing these exoeeeiTe teee and oomaieeione. 

Among the oases cited by Kr. Vineon wae that or 
Mr. Floyd Broneon Olcott, ot Vaeh1ngton, D. c., wbo 
teetit1ed: •we agree now that th1e thing baa gone 
beyond all bounde, and the reaeon that we haven1 t been 
particularly concerned about rueblng theee negotiation• 
ie, we figure that tble aoney we are ge t ting, SO per­
cent ot it Will go back to the Oo .. rnaent 1n taxee, 
and it didn't aake auch ditterenoe whether the 
Oovernaant got it rroa ue or rroa our ooap&Diee.• 
Another agent, Kr. Villiaa 8or1ageour, ot Vaeh1ngton, 
D. c., when aeltad •h1 he h&4n1 t aade an &4Juetaent 
by wa:r or re1.abure1ng the !reaeurr tor exborbi tant 
protite he h&4 ude, replied that the ao .. rnaent would 
t&lte •quite a lot or it out in tax•••' 

"4S 

• . . 
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I n demonatrat1ns the inadequaoiea ot the 
•anti - win4ta11 1 proYiliona ot t he Carlaon bi ll tor 
recapturins exoeaa1Ye tee• and ooaaleaiona, Mr. Vinaon 
cited the oaee ot the tlra or 8b1rle7, Oloott 6 Nichola • 
.U tho~ thl three partnera or t bia ti.ra recei-fed 
al.Jtoat t l aUllon 1n 1942, under the Oarllon bill they 
would ban a total. tax 11ab111ty ot about t 91, 000 or 
leaa than 10 peroent ot their 1942 protita. Another caae oited waa that or Luther Matthew Bolton who 
reoeiYed t l4o,ooo i n 19~2 an4 whoae tax under the 
preaent law ia approx1aately t 9S, OOO. !he Car laon 
bill ' • •anti-w1n4tal.l 1 proY111ona would require a 
pa7aent ot only t 17, 750, or approxillately 14 peroent 
or the tax wbioh would ot herwiae be due. 

Teat 1aon7 &lao taken rrom the Hearinsa betore 
the Ooam1ttee on KaYal Attaire but not rererr ed to 
by Mr. Vineon indioat .. that eal.arJ bonuau ban been 
SiYen in order to oonr inoreaeed tax l.1ab111t1ea. 
Mr. Villiaa s. Jaok ot the tira ot Jaok 6 Heint~ , Inc., 
teet1t1ed that he expeoted t o reoeiYe a bonua in 1942 
which would be autticient to detr&J hie entire inooae 
tax liabilitJ tor that 1ear. 

?50 

• 

Regraded Unclassified



( 

March 81, 1948 

Donr Jaokt 

The Sooretary turned over to QO your recent 
correspondence wl th the Editor of the !lew York Tl.Jilea. 
1 certainly agree that we l~d a ra~ doal, not only 
from the flew York Times, but also from mat of the 
other leading newapapere. · 

VIe licked the RUI:Il plan, 1 am &lad to aa7. lfy 
reaction when this miere~resentation and vilificat ion 
was going on ns much t he alll!le as noted in 70ur 
letter to Uers dated March 19, that 11, what•• the 
use, ther are deterclned to be the way they are. 

Thankl for reminding me of the Too Tulliver 
1tor7. 

You might be interested in a particular 
answer we prepared on one New York Times editorial, 
a oopr of which it enclosed. We nevor used the 
rv.terlal, what was the use? 

Sincerelr, 

Dr. Jaoob VlDtr 
Yale U~erd tr 
Ineti tute of International Studies 
!lew liann, Co1111eot1out 

EnoloiUJ"e - ... for· the Seoretarr on New York Ti•• 
ecll to rial, •pq-ae-;rou-gos Yea and No•, Yarch 
16, 1943. 

REP: a 
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0 YAU UNIVOSITY 
INnTTVn or lNTDHAllON.u nuccu 

HIW KAVIH. co.smcncvr 

!.larch 19, 1943 

Hon. Henry Morgenthau, Jr., 

Treasury Department, 

Washi ngton, D. 0. 

Dear Henry; 

• The enclosed may interest 

you. Would you please pass them on 

to Randolph Paul? 

r 
Cordially yours, 

~J.-JV:B 

Encl. 

\ 
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The New York Tlllee 
Timee Square 

Dr. Jncob Viner , 
Yale University 
Institute ot Internat i onal Studies, 
New Haven, Conn. 

Dear Dr. Vi ner: 

Jl&rch 18, 19~. 

It was at my auggeatlon that llr. James wrote you recently • 
about your orltlclsm (repor"ed to me by Robert L. Duffus ot our Edl- · • 
tor1a l Staff) that t he Times bad not tully covered t he Treasury ' s 
case &&&inat t he Ruml plan, either in lte editorial co~ent or ln 
lts newe columna. I suggested that llr. James wrlte you because lt 
18 t o ue a very eerioue crltlclem when we fall to report any news 
adequately and with complete nonpartleaneh.ip. --

Your letter to llr. James expresses your belief that we 
have 0plugged tor the Ruml plan day after day0 in our•Wash1ngton 
correspondence and news columna• as well ae ln our editorials. I 
wish that you were prepared to document this charge . We have, to be 
sure, publ18hed a sreat deal about the Ruml plan l n our news columns; 
but the Ruml plan has undeniably been very much ln the news and 
there has been a sreat deal of t estimony in ite ravor . I believe that 
we have aleo reported, in quite as muoh detail, t he t estimony asalnat 
the Ruml plan. We have surely devoted a great deal or space t o t he 
Treaeury 1 e po~ion. 

I have only recently looked over all or our news columna l n 
t hle matter and express tble opinion on the b&B1s or that exam1nat1on. 

I.et me eay al!llin that it you can put your tlnger on any mle­
takee we have made 1n our newe columna, I shall appreclate lt enormous­
ly--tor we do our level beet to keep our news col umna devoted strictly 
to newe. 

So tar ae our edlt orla l position is concerned, it seems to me 
that we have dealt with several ot the obJect i ons which you bring tor­
ward i n your letter. Other obJections which you raise seem to me, 
trankly , t o be somewhat rartetched. To the extent that t hey are valid, 
t hey do not eeem to me to ottaet the d1et1nct advantages ot the plan. 

It you care to eend ue a letter tor publication, stating your 
objeotlone to the Ruml plan, we ehould be very happy to use it. We 
might want to make eome editorial comment on it. 

C¥8 

Sincer ely yours, 

Charles Kerz;. 
Edltor. 
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l.!r. Obarlee Werz, 
Ed1t.or, 
flle Mn l'orlt 1'1.alee, 
1'1mee Square, 
Mew :rorlt • 1' , . . 
J)Nr Ill'. Aleral 

llaroh 19, ~ 

It an oxam1na t.1on ot 10UJ' reoor4 on t.he 
Ruml pl.ll.n lean• 701.1 .. t.ut.l.ed wU.h u, and eepoo1all1 

leaYea 701.1 oon1'1noed 1ohat. 7 01.1 bal'e •reponed, 1n qu1t.e 

a e JWob det.aU, t.he t.eoi1.0I\Y &81'1nlt. t.he Ruml plan' 
ae t.he t.e et.1la01\Y t or 1t., t.ben I aa oon1'1noed t.bat. an¥ 

at.t.empt. on rq part. t.o deel w1t.h t.he reoor4 1n de\aU 

would be wet.eil etton. Xour reu.rlt \!lat. •we bal'e 
eurel,y cleYohd a area t. detiJ. of epaoe t.o t.be 1'reaeur,y • 1 

poe1Uon1 :rea1nde me ot O.Oro~ IU1ot. 1e !om 1'ull1Yer, 

who •-• yery fond ot b1rde t.bat. 18, ot t.hrow1116 
et.on11 at. t.hem. 1 flle:re wo;;id be no po1nt. 1n .ill wr1 t.1n6 
a let.t.er on t.be Rual plan. Wbat. I bad hoped .. e t.bat. 

7ou would otter epaoe t.o at. l ea1t. on1 oompet.ent. pereon 

e1t.~er t.o pr11011t. t.be ~eur.r oa .. eaa1net. t.he RWDl 

plan or t.o 4eal obJeot.1nl1, a• an unh1red t.ax expert., 

w1t.b bot.b t.be proa and oone. 

51noerel.7, 

J Y:B 

?55 

• . .. 

Regraded Unclassified



0 

\ 

?56 
FROII: 1111. SCH11ARZ'S OFFICB 

ro: ........... ! .l!!! ... ~!!9.~!.~.r.r. ......... ·-····-·········· 

This is the tira t par t ot t he story 

on t he Federal-state tax r eport 

s ent to weeklies and whiah will be ~ 

distributed to-arr ow at the seminar . 

It nee been approved by Gulick a~ 

our Tox Research division. 
.• 
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TRElSURY DEPARn.IENT 
Washington 

FOR RELEASE, MORNING NE.WSPAPERS, 
Wednesday, Karch 31, 1943. 

\ 

Press Service 
No. 35-87 

An action program for Federal, State and local governments 

designed to resolve conflicts between them over taxation and to 

improve all intergovernmental relatione in fiscal affairs has 

been laid before Secretary of the Treasury Korgenthau by the 

CCIIIIIII1ttee on lntergove.rll!llental Fiscal Relatione, it was 

announced at the Treasury Department today. 

The committee completed two years• work by submitting an 

exhaustive report analyzing existing problema of Federal-State­

local fiscal relatione , stressing the importance of coordination 

and cooperation in dealing with these problems, and recommending 

specific steps to be taken by governmental agencies of all three 

levels, some immediately and others when c'ircumstances permit. 

Copies of the report are being submitted by Secretary 

Korgenthau to President Roosevelt, to the Governors of the 

States, and to the Bouse Ways and Keane Committee and the 

Senate Finance Committee. 

Establishment of a Federal-State Fiscal Authority to stim­

ulate efforts toward better coordination of related fiscal 

functions of governments is one of the committee's ~hief sug­

gestions. The r eport presents a plan of organization for the 

?57 
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Authority, calling for Congress to take the lead in providing 

legislative approval. Personnel of the Authority would con­

sist of one member appointed by the President, one selected by 

a conference of delegates named by State Governors , and a third 

named by the tint two. 

The three members of the committee, Dr. Luther Gulick, 

Dr . Harold K. Groves and Dr. Kabel Newcomer, were asked by 

the Secretary to reexamine the entire subject of intergovern­

mental fiscal relations, giving attention to both temporary 

wartlme and permanent peacetime aspects of the subject's mani­

fold questions. In making its report, the committee explained 

to Secretary Morgenthau that its research program was curtailed 

because of wartime exigencies. Nevertheless, its inquiry into 

the field of interrelated governmental financial affairs has 

been one of the most vigorous and comprehensive ever made. 

The report lays the groundwork for possible legislative 

and administrative efforts to remedy a lengthy list of economic 

ills to which the diversity of government in this country has 

given birth. Included in the scope of the inquiry were the 

affairs of about 165, 000 American governments "of all shapes, 

sizes, populations, and degrees of sovereignty" , the committee 

observed. Conflicts between these 165, 000 jurisdictions, 

"56 
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parti~ularly confli~ts growing out of revenue- raising enter­

prises , are numerous and many of tham are deep-seated. 

The ~ommittee pointed out that President Roosevelt r e­

peatedly had expr essed the belief that "no really sat isfactory 

tax reform can be achieved without readjusting the Federal ­

State-local tia~a1 re.Lationship," and Secretary Korgenthau asked 

the committee to direct its work toward that goal . 

In urging the importance of "coordination and cooperation 

rather than subordination and coercion" in attacking the inter­

governmental problems, the committee rejected the idea that 

"a group of specialists could draft a formula or a set of 

specificati ons to ' sati sfy al l par ties and resolve al l t he con­

f!icts." Rather, it said, the unspectacular method of "nib­

bling" at the task, bit by bit, "promises most in the way of 

progress in what must be a cooperative venture." 

Considered in much detail in the report are problems of 

~oordinating Federal and Sta.te taxes in the fields of income, 

death, tobacco, liquor, au tamotive,· sales , business, sto~k 

t ransfer, and payr oll l evi es. The need for Federal-Stat e ~oop­

eration in tax administ ration as a means of achieving coordi­

nation i s stressed i n conne~tion with several of these taxes . 
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Federal payments in lieu of taxes , State and local taxation 

o! Government contract s, and tax-exempt securities ere dealt 

with in the portion of the report rela t ing to tax immuni ties. 

The committee informed the Secretary that its report was 

"based on the assumption the United States wi11 be on the 

winning aide of the war and tha t the struggle will not be so 

long and exacting that all our institutions will need to be 

revolutionized to conform to military necessity.• 

Special funds were provided by Congress to meet part of 

the cost of tbe committee's study. Aid of the Institute of 

Public Administration, of New York, was made possible by .a 

grant from the Carnegie Corporation. State and local govern­

menta! agencies gave the commit tee ready cooperation, and 

assistance came from many Federal sources. 

Inquiries already made indicate tbat the report will be 

given widespread attention. 

Dr. Groves served as the committee's chief of staff. He 

is profea~or of economics at the University of Wisconsin. 

lxperienoe as a Wisconsin l egislator and as a meMber of the 

Wisconsin •rax Commission provided Dr . Groves with part or his 

many qualifications for the responsibi l ity of direc t ing the 

committee's endeavors. Long a recognized authority on public 

• 
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finance, be is author of &n outstanding textbook in this field, 

t itled "Financing Government. • In the comittee sessions 

Dr . Groves was prepared to speak with part icular knowledge of 

State affairs . 

Dr . Gulick, who is director of the Institute of Public Ad­

mini stration, has been a professor of municipal science and ad­

ministration, a participant in much research by legislative com­

mittees and tax departments, and counsel to numerous public 

agencies on tax matters. He has been prominently identified with 

activities of such bodies as the Tax Hesearch Foundation and the 

National Municipal League. 

Dr. Newcomer, professor of economics at Vassar College, has 

studied intergovernmental fiscal problems for many years in the 

United States and abroad. She took an important part in the 

Twentieth Century Fund study, "Facing the Tax Problem. " 

A small full-time staff of economis ts and tax specialists 

had the assistance of the Treasury Department's Division of Tax 

Research in making the factual surveys on which the report was 

based. Int ergovernmental relations in several foreign countries 

were studied for ideas applicable to the American intergovern­

mental scene. The statistical material assembled by the committee 

on such vital subjects as the overlapping of Federal-State-local 

' 61 
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taxes and the need for coordination of tax levies provides a 

basic fund of knowledge never before available to legislative 

and administrative bodies. 

From the starting point of creation of a F'ederal-State 

Jliscal Authority, recommendations of the committee as embodied 

in its "action program for each level of Government" move 

across a broad range of intergovernmental fiscal relations . They 

deal with such important phases as overlapping tax systeos, over­

lapping expenditures and debt systeos, interstate cooperation, 

State-municipal relations, and the coordination of governmental 

operations generally. Running through all the recommendations 

is the theme of cooperative endeavor, with a!.L governments re­

garded as partners in a j oint enterprise . 

Following are the principal f eatures of the action program 

as the committee summarieed them: 

• 
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PXX N£VYORK NY MFT mlJt 51~ f~3 

HON HENRY ~ENTHAU 
1 

SECRETARY OF THE TREASURY VASHN DC 

WILL YOU KINDLY CAUSE TO BE SENT TO ME REPORT OF YOUR COMMITTEE ON 

INTER GOVERNMENTAL FISCAL RELATIONS WI LL CREATLY APPRECIATE IT OR 

ELSE PLEASE TELL KE WHERE I CAN GET COPY OF REPORT THANKS 
, 

LA GUARDIA. 

232P 

\ 

Regraded Unclassified



( 

., .......... 
l .... J\" ...... , .. - ............ -·. 

MIW ct tM ..._. ..... , ..... M \J' tM ow-&1'** • lc'-
••• PW ft.-1 klaU-• 

..................... ........... *liiiJI 1 I 1 

·-~·· .. "*''- ., ~.-1 ft-.1 ....... _ .......................... ..n ........ l .... t.lc 
- ......... u .. M C ,..._eM I Jf 0 

M IN laqd.,, 
,.., r""l:r \J' c cWI ..... ,._ ell .... IC~MlltlCI 
....... I 0 1 1, 'II rtt..,p, l hdJCitef c """"""'*• 
................. r.e... •. lriU*- _._ ., ... laett­
., .. u ............ "-- ... ... w "· ._ .. ...,_ ., ....................... ., ,._ ...... ,_ ...... 
., .... _.. ,_ ..... - ...... lllr. w ........ .... ,_.,, ................................. ..,... -....... '-· 

...... - ........ trll .......... ., ...... 

a zAl• """'' '" cr • " 11r • s • •· •• .. n .. , ... 
... • .... ., .. ....,._ .... ., .. ow.& ... 
.. .. .... I rUr ..n.ct ... ft- et tM I I I &1 • .. ..... . , ................. -.......... -'"-
- tc .. - 1 trr ... rrrr'~•U• cf r.· nlo .... ,.,,_! 
..... "lz:HCCC .. Wlap II .... C-.... ef ....... latriL 
t11a ~ .aa '* ••••tcur w..-a .. rararal, ...... &M 
..... _...,,. .. , ... .. ....... "*''-• 

•• 11\r ...... 

(IJ.IM4) lcll'1 

· I etcl7 et .. "' » 

264 

• 1 ,.._ 11 1 '" w. WI r"t By loless . SimlliOns 5 : 28 )/31/4) ._.II ._ .... •• Copy in Diary 
._ .,..._ ... ,_ Copies to Th0ll1pson 

ftaAL OEUYERY ....... 

Regraded Unclassified



........ Troaoury Depar~ont 
Dlvlolon of Monetary Roooareh 265 

To: lire, lllots 

I p.,.. a oopy of the chart and t.lw 
-ran&a to 11.1', WoUeo. 

I had tallcod 11'1 tb 11.1', II cCl.oy who 
al.ao baa a COP7 and he eaid that he will 
etrongly eupport tble idea, 

H, D, 11bite 

MR. WHI'l'E 
8ranob 2056 - Roo~ 2I4z 

••• 
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lleed. for Orpabat.ion 

~IIDIIion ot our .uita.,. naftl oparat10118 1!!to the oontineat of 
!Urope &ad Ui& 1a not &<>iDg to wait 14r the OOIIIllAtion and ultiute 
ac~t IIJ>OD plala relAt:I.JI& tp rebabl.lltation, to c:h1llan ~. 
or to t1nanca or property controlA 1JI tbe ftl'iou poaa1ble 1Jivu1oa 
areaa. llawrtbtlAaa, any auch ap&na1on of 11111 te1:7 operat1ona ahoul4 
haft u ita neouaary oonC..S.t&Dt caaplAtad plma !or deallnc nth all 
u.portant pro~ relAtiq to c1:r11 &!!a1.no. 'Ilia iJitenoatad acenciaa 
1JI lfuhington ld.ll not haw carr1acl tbe1r tllll ahara of the load, 1t 
at the requ1.recl t1ae they are DDt prepared for an:r nentuall t:r lll.th a 
well-ooorcl.1n&ta4 proa:ra tor Met1.na ob1l &!faino probldu 1n 
OCC\lpied &reuo 

'!be Priaar:r piU'pOa& of tbe orpni.lat1on aet forth 1n the attached 
chart 1a to prorlde m u.tegratad a1Dg]A aource .trc. wbicb it a11;7 

MC\Ire tbe beet oolleotiYe jwlpeut of the ftl'iou 1nteraata4 d_.-t­
Mnta &ad acenciaa of tbe GoftmMot OD c1Yil &!fai.ra, botll 1n 
preparation !or llilltar;r operations &ad 1n the adm1n1etrat1on ot c11'1l 
affaire 1n occupied areu. 

1 . Inter-D&partaent&l c-ittee 

Thera 'WOI.ll.cl be eatabliahed an ov.r...n iJiter-departuntel 
o..S.ttH. to be lalom u "Inter-departmental c.-1ttee tor C11'11 
Eoo....aio Attai.ra 1n Occupied .lreaa". At aut each ot the followiDc 
departaanta or ....,.nee wwl.d daaignate one raeponaiblA o!t1c1&l u 
a -bar of the 1nterdap&rtMntel cc.llittae &ad poaaibl;r en alternate• 
State, T1'eu\ll7, War, llav;r, Board of l!oOIICKI.o Warfare, IADd...Leue 
Ada1nietrat1cm, arad OUice of Fora1p~ Rlliet &ad llohabilltation Opera­
tiona. The cba1.man ahoul.cl be a Y&rf h1cb officer 1JI the ~t. 
'!he Inter-depart.antel ec-l.ttae -ul.cl be ooacerned onl:r ll'ith ecanoeic 
pollo;r quet1ona. ~tioaa belDw the JAftl ot .flmdmmtel pollo;r 
1IOIIl.cl be carried out tbroUJII aub-o..UttHa - MCh conc.rned with 
c.rtain catecor:r of probl-. 

Seo...tariat 

Attaobed to the Intezo...clep&r1aentel ec-J.ttee wwl.d &lAo be a 
eeo...tariat, tbe Clb&1rluD of llbicb 'lftlul.cl be a rapraaentat1w of the 
State llepartaent. OD thh ~ttee 'lftlul.cl earn the ·~•• of 
the ftl'ioua eubo •tteaa on operational problaa. 'llle e~t 
~ be reaponaiblA for keepiD& the Inter-d.,.-tel c.-ittee and 
eaob Wbc-s.ttH our..,tl;r ed'lieed ot the aot11'1ti•• 1JI proareo• 1n 
eaob wbo-s.ttH. It would al8o be reoponaiblA tor properq 
obannellill& &ad dietrl.bllt1ng to tbe U.teraatad o-s.ttaee m4 d.8part­
-ta all obU. attain _..soat1ona to and troa occupied terlitol'J. 
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:z. ~tt.ees of the I.Dtar--De~tal. c-s.tt.ee 

Ee.cb o! the ll&jor ec~e probla. on civil &!fairs in occupied 
...... wou.l.d be ecma1dered b7 au~ tt.eea o! the I.Dtar-dep&rtlumtal 
ec-ittae. '!hair cba1.rla.m wolll4 be the -bars of the I.Dtor-­
clepartmental Committee whoso respeothe clapartllent or agency perfo.nu 
tunotiono moat na&r~ coincident 'llitb the pr1Dcij)U tlaDotions of the 
p&rtl.olll&r wboolaad.ttae. Each eub~tteo obal.man """lei appoint a 
aecretaey. Each apne,- representee! on tho Inter-departmental 
COIIIIitteo wolll.d Mlect a representatiYe to eerve on oaob wb-caal.ttee. 
Sllb-caaitt.eeo migjlt well be fonoed to deal wl.tb the foll.owins 
questionu 

(a) 'llrl.a c.-!.ttaa wolll.d be coucen>ecl wl.th 
the ot appropriate penoonel lor Mrrioe 
in the occupied areas. cb&1nu.n ot the sub-caaittee wo>llcl • 
be a repreMntathe of the State D.part..nt. 

(b) L1a1aon ea.itteo. .l.ttaebecl to the Inter-departmental 
ec-ittii 110\ild &I a 11.ai.aon coaittae to cloal with the repre­
s ontatbes ot .I.U.ied Gove:mmente on civil eccll<lmie a!fa1n 
quaat1ona in occupied areas. 'Ilia l1a1aon COS!Utae would be 
Wider the cba!.m.anobip of the State Depertaent. No representati vea 
of toreif!J\ govenaonh would aernt on this c<lllllittao. 

(cl) 

~ ot the t reasury Dopartooent. 

(e) Productior cla~LandtJrocur•ont in occupied areas. 
The diitr.an o t:bii a.1t wo\iid bi Ule repreeCitat!.,. 
ot the Board of Bcouca1c Warfare. 

(f) ~;:::!~~~ !be cb&izlun of this of the Office of 
l"ora1an Relief and liehabll1 tatian 

( 1 ) Secu.r1 t,r enc1 Pllbl1c Order. 'lha cb&i.run ot tbi• eub-c.-ittee 
W!Nlcl be the repre..,t&t!.,. of the War llepartaet. 

(h) Other 011b-c.-itte .. pre~ wolll4 be to.-cl u problelu 
in dU'tarent tialcla ot operation clanlop. 
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ID order w MeuM a proper .flmctioninc of tbe .,......._,tteea, 
tM oha11'1:18D u;y t1Dd 1 t dea1rabla to create .. ct1ona of such su~ 
eoiiiCI1tteaa, aucb aa a plmn1nc aaot1oD, pographieal aact10DS1 aucb 
M "'tal;y, hmca, ate. 

4. CommunLeat ioDa 

.All oe11111UD1eat1oaa w aDd tl:'oll occupied &reM ""u.ld bear the ,_ 
ot tbe Int.r-departaental Coao1ttee &1>11, 1D 110st eaaaa, would a1ao bear 
tba ,_ of tba particular aub-eolaittea oona&rD&d. It 1a ~&Ullad 
that onJ¥ .,o....mcat1ona on a U..l of tuDd•antal policy 1101l.d be 
broqbt troa tba aub-co-o<tteea w tbe Intar-dapaz1amtal C.-itt&& 
tor re't'in &1>11 coasi.deraUon. 
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( canada•• u .s .nouar Position ~t l'areh 31 , 1943 

At .ree-t• boldine<~ of U. S. dollars ann ~1d b)' t ha •iniat.er 
ot "inanco anu tlu t"ore:l.(11 5Xchant• Control .-ni aa at l:arch )1, 1943 
ware a.s follows t ' 

OOld • • • • • • • • • • • • • • • . • • • • • • • • . $!.24 n1lJ ions 

U.S .dollars , F.E.C.B. 

" 11 l'inister o£ Fi nance 

2110 

...ill. 
em 

" 
" 

" 
• 

" 
" ~lu<las 19 mllliono held in th• r<Kl""'Ption occount f or t he 

r l'td~ption or Dor'!1niol'\ or ..;a:lQ.dr.. );'! r~ndJ wU.ct1 ~~·r,. c~ed 

ror rede; pt.ion on L<-.!l"C.l l.S, 1~43, when t.11• Dor.in1on 1a6\1ed tt 

r-lo''\tnoin,.. loan in Hew Yor k in JanUo;.4(""'.f. 

the total o! S5J7 cl.llion in~uu.es t..~o ·~-oc -ill nO: - r ecvre:nt 
,..caipt o• ;:1:>0 nillion rec&ivea .'ron tl.e Unit.e< ;:in;<!= 
(t21 Di.llion in De.-r, 194L, {;.lOU dll1cn in Jortuart, 1911), 
and ;;25 .ulion in Febt'U4I'.(, l~lt) . ) . 

Tile r eceipts durin~ t~e !irst quart.r o! l9LJ 11"'-' be ouu:arlsed 
as !olla.te : 

: rst. B<ll . i~S nt 

~&lance 191o3 QI.Ulr W r 

u~c . )l/h2 Jun . 9eb. hu·. 19:.3 
(in or.illion.s of dol!aro ) 

Spuci&l lteceipta !\21 tlOh ··~;. " - 1~' 

freon U. K. 

Othor Recel.pt t (not.) " 29ti ____!2. 1.2 ~ _.!2 

~19 ;;ll9 !-67 .,)2 "218 

.. r.xclu.dec tra.naact_ons ..:.n :.h bond. r"'- • t.ion acc:OW'I.t 
rorer red t o above. 

..:arch Jl, 
tel,) 

15o 

367 

'537 

•• 1"•t. 
Tha toll owine aat.a are all th -~ .... ;avaU .. blo t.o ~ the 

chan~• u cc-~•ed nth t M rore"""t ..ado in 'el>ru..r.; but dat.<>d - ' ...-
!!arch 1,1943• ?irat. J · 

Jcn. f'ab. J.!:U', 1 u) 
--(in an;'iolla-T oollo.ra ) 

?orceol.!t. 

A.. SoJ.•• oi" cQI'lM.dian securitiea 
oth .. than ~~ . Qovt. 'inanci ne ,19 24 ' M ~" 

,,~>~; 62 

a. Slll.os or u.s. end f OI'Oi(l!l 
1 2 

s ecuritiel 
? ? ) 

c. Deposito by War SUppl ies Limited 2& 22 27 '17 

D. Ool d ulos to F .r;.c.a. 12 l1 l1 )h 

100 

JS 

~ •• t.l.l>a ted 

.\ rU J .l~!.J . 

27o/ 
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TREASURY DEPARTMENT 

( INTER OFFICE COMioiUNICATION 

DAft 

To Secretary V.o rgenthau 

•~ow FrMces J.lcCathr an 
~!arch 31, 1943 

CO~TROVERSIAL ISSUES BEFOR~ CONGRESS 

1. Tax Legislation - In a heated sessi on yesterday the 
House of Represent a.tives, first, a.ooroved the Carlson-

275 

Rum! Plan by a tel ler vote of 199 to 188; secondly, 
defeated the measure by a roll call vote, asked by Reore­
sentative Cooper, of 215 to 198; and finally, moved to 
recommit H. R. 2218, the Ways and Means Bill , to the Com­
mittee . By this action the House placed the entire tax 
issue practically back where it was on January 11 when the 
Presi dent submitted his budget message to Con~ress. Chair­
man Doughten of the House Ways and Means Comm1ttee, however, 
announced, "The pr esent law is so much bet ter than the 
Ruml Pl an that I am glori ously satisfied, " and adding that 
he didn ' t know "whether the question will ever come up 
agai n, " said, "l'le ar e going t o let it rest for a while . \·le 
have got other i mpor t ant t hings t o do . " Reoresentative 
Carl son , on the other hand, announced his intention of con­
tinuing the fi~ht. Ironical ly enough, Sneaker Rayburn 
earlier in the day had oredicted that the House would pass 
"some bill because Congr ess must not be out in the position 
befor e t he American people of spending months on Tax le§is­
lation and then failing to function at the last mi nute . ' 

•• • 

.;i t hout ever r eaching a vote on the ::aJori t y :lays and l!eans 
Committee Plan or even on the t hi rd most nooular method, 
the Forand- Robertson compromise, the House yesterday voted 
down various other amendments offer ed by Representatives 
Luce , Vinson, McGr anery, and Doughten before voting on the 
Car l son measure began. 

FArm Parity - Rumblings from the farm bloc for an upwa.rd 
revision of farm prices were hea rd egai n in the announce­
~ent of the Senate Agr iculture Committee t hat they would 
begin hearings next Tuesday, ~pri ! 6, on ~h~ P!lce (farm 
labor coste in oarity) Bill w1th rood Adm1n1strator Davis. 
Secr eta ry Wickard , and Pr i ce Administrator Br own as the f irst 
witnesses . This measure was pr eviously reported f avorably 
by the Committee but wa s recommitted by the Senate for 
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furthe r study, However, according to Mark Sullivan this 
morning, "If the President refuses the (Lewis-Kine) demand 
for wage increases, and does it firmly, probably not hing 
more wi ll be hear d of the measure to increase the croo 
parity standard by i ncluding wages." Meanwhile, the farm 
bloc is reportedly warning that they are able to muster 
the necessary two-thirds maJority in the event of a Presi­
dential veto for the Bankhead Bill (which now does not 
appear so certain) r equiring the inclusion of all government 
subsidies in parity computati ons . Additional resentment 
from farming groupe was stirred yesterday in the testimony 
of Phi lip Raymond O' Brian, President of the Chicago Board 
of Trade, who told the Senate Agriculture Committee that 
the government, through CCC sales, was selling corn 8 cents 
over ceiling price s and thus creating a "black market" of 
its own . 
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' !lOT 19 Bi Rieli+HS!!ItQ 
~-, . ~~ ... ~-· 

COI"l HO -'-'-

I~t.ian hod uo to 7 •·•· )lAit 11ucb 1')4) .r:. "~' '>'o'•· • • 
l. !!!.¥Alt.. %~ 

It~eto.rda.Y one ot H.l.t.. Cntieerc on patrol Nort.h-Poet ot tc&..~ .. ao 
(0) lntorcopt.d tbe 001"111M blockade runner ~i!:IISroRIJ, u,ooo cone, home,nrJ 
bound !roe RANOOOO. On being aigbted tho ahlp ••• ocutt1ed. 6 prioonoro ,.oro 
t&kon. One ot our •ul:lne.rineo co patrol orr North cooot or SICILY pro bob}¥ o&nY 
• 10,000 ton South bound tanker ancl aloo a J,OOO ton <:oat bourul tMJ<er ~bich wna 
in to\'1, Rueeian Wl'\rthipG h&vo 8'\aiVo n 2,000 ton tn:nu1tort 1n tho Black Soa. 

2. !IILIU\X. 

TUlii&IA. To !lid.'tlgM 29th. &1rhth ln.:t. llurlnc tho d4:! u ... 
Zaaland troopa puab<lc! en North t.nd Horth..,.oot o! <WJ.ll r.l>otinc ..,..., ,_rguards 
In tho a!t4nloon In tho ICETOUIAT~ OOD&t •-. IV!Ill..oo.:Jl Lbcut 5 llil.oo Morl.h­•••t ot <W1!S "ported cloored o! ..,_ bt 4.)0 p.rt. Britlob o.--uod pat.-olD 
puahed en J\lrthor to· the ...,t and roached an ..-.. 2 ftil<>B touth of the W'SA­
G.\ l!l:S lllAJ) • 

Firot J.noy. Brhi>:b att..cke o at .. N8 alcn& tho coaotal =d 
.ado -• prolftU doopit.o '0"017 ditt'icult country ODJ at!!! opposition. 1'\lrt.bor 
aoutb th• l'r..,ch llllpport.e<l by a !"" Churchill t.o.nU •• ptured on Ulportont hoi gilt 
aout.b·woat ot PICHO:t nnd r opellod an en...., at~ok S Mleo t.o the North. 'nle 
GaJ"N.ne loWlohod aov~rnl minor at.t.zckl agalnat. U.6. ponlt.tona !'(lUnd MAIW~r 
which llhich wore all. ropulrsed. U.S. troop.D ma.do al18ht. but. atoo.dy pl'Ogrdaa 
aouth-oan ot I'L oo~rrAA. 

). AIR Of~Rt\1!0!!S. 

l!!ST!:!!Il ml~T. 29th/30th. BNU.IH. 288 tcno ct 11.8. and 240 tona 
of 1ncond1Arieo """' dropped, includlns ll'1 4,000-pound H.,;. and 7,000 Jo-pound 
1nc.nd1Ar1tl. s.d woather and s.voro 1cin& toro~ IOM &1rcrP1't t.oturn bt.Ck 
but linle cloud ovor BULIN. 11a1r1 fcrco ott<okad about l • • u. for 35 mlnutos. 
MUktr bcobt acat.terod at tirBt but. •oU cooc~tn.t.4Ml l.Atu. Good tire& ac.-m 
1n Soutb-oaat, North-o.sat., Sout.b-woa.t. and c~t.N dieLrlcta. lodertlto A.A. 
COilbinJ.n& wall with llftl'IY soarcbllgllto. 

BOCHIJll. l40 tens H.~. r.nd t.B. """ bopped. 11411)' crcvo rctdnuc! 
aerlp ~ t.o bod .... tt.or "'''>dh\ona tbqQdl eood wblbWtt and ol....- WOl\th~r 
o••r obJ.ot-1••· P'lare1 aecurato, bccblns fairly woll oonct~nt.retod. tlaft.7 tlr..~s 
1D brllt. up t.J'\I•t neu- eant.r3 of town ·~ d.urJ.nc attack; onu larao o~sioo 
rJport.ed. Sti"'ftt dotcmco:;1 iocro»sed dur-in& oporet1.on. IAII.llt aoarchU.s;hts et. rork. 
Attack no~ haov1 onout;b to oaturotc det.,.coo •hich took fUll ad..,tl\go ot this 
fact. 

:rJI!!l!ilA. 28th/29th. Hoavy Md modium bcmboro drcp(>Od 110 tona 
on. tho CIIEII/SFillt road with good rosulto. 

1 

29th. OUr bcmbora •nd t'ict>t.c>ra which tlw 91? aortiue attoctad 
'1. f. 0114 urf~ ,_.. .SFAJ. At 1"""t )20 ••hioloa nro doot.royed or ~ on 
tl>e QA8IJirAI bd. 

'+If •=· t!IISIA· To 11001> JOth. tiO!th A...,. 
~ r- llad oloand OODIUl' 011<1 lltJOOU bjr 8.15 •·•· and lotor 

..--.4 a..~ food withwt -Hi.cn. OUr patrolD In contact with dot.m­
alw poelU• eicltt .Uoa -or OO!a!P. S.£. AJ.G!r.IA ,_ob troope ndr=e_ed 
on UIILl tw. DOOt. U.S. Sector. Preuuro Mintainod en ..,_rho Obooro •l;lna 
or rit.llllnwa1. 
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