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All:_'llnt 13, 1943 

'O;' J<lou_::h, ;al'l Shoup, ~tanlev Surrev ~nd I discussed 
•t so"'e len.;th nasteriiay the f!llent 1 'lna wl.; ch you su ~--ested 
sho•1ln b'l fortm•lnteil ·o!' t•ext ?hursdav ' s mect1n • 11ith the 
oth~r ~ ·e •cies . ..e decided th•t ,,,ch· cou~usion r.ould be 
.,.ni nd-Ann th•t it was vital as a oasis !'or such questions, 
e.nr nr further consi~erction oy ;tou of the tax pro~am 
" ~· Jnh ·>tten to C•m Tess in entetnher, to te.~e a Loll 

n 're snry O!•in>on on-a nul'\he r o"' <l"ta ilP.d points . ·r 
enclos• he!'ewith a questionm.ire, ''" rk~d "A", nesi!::!~ed to 
•ee•tro a· so:ers rr ou Treas11r y people 011 varionc iJn ortant 
nuestions . For the nomen t P.t l e11nt it is contemnl ated 
fl> 'lt the nnesti.ons in this quost!onnnl re shoul d not be 
circula tod out s i ne the De par tnant , 

I have c i. ••culated t his ques tionno.i r e ar.ton · some Treo.sury 
people o.t a meetin.; hel d by ·,lUI Bell this after noon. I 
hop~> tiJ hn ve fillP.d- ou t '!HOStionnl\1 r es f ro•1 almos t everybody 
by J.onday rnornin:; . 

·•'e ha·1e •.l so prepar•tl. a questionn11ire 'or use at the 
rhuPaoay meetin~ . rhese ~uestions nro .~si~ed to elicit 
in for· at ion ana opinion • r o" tha v11rion~ a_~nci~s :-:ho will 
be l'&!'rOJented at the ueotin, on poi nts e to which the 
~reasury -.t.o•tl<i hn_ve in!oi'TUttion •. ni! euidance in the 
forouhtion of t he tax li'OJ!'lliD· .'he onPstionnaire, dlich 
is enclosed and r:arken n; u, h11s b~en c11ref'ully revised in 
n me~ tin~ In i~n Bell ' s o ffice t his afternoon, attended 
by J.r . •rlls ton, D. ·1. Bell, H11rry ·n,ito , Henry l urphy, 
<.ar l Shoup, Lollis Shere, St anley S1• rrey, Conunissioner 
Holverin.~ and 'fimothy J'ooney. 

'l'his l ast-mentiomd ques t ionnaire i s boin~ sent to the 
hoads of the a.:;encies invited to tho meetine; next Thur sday. 
\ copy of a t 'Tical t r ansni ttal l etter is ~nclosed herewith . 

1 -
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Questions on the tax rrogrlllll Y 

1. Are you in favor of submitting to the Congress 

a tax program consisting only of orthodox revenue sources 

such ns the individual income tax, corporation taxes, 

estate tax, and excises? Yes ;--7 No ;--7 

2. If answer to Question 1 is "No," then indicate 

by check mark Which of the following anti-inflation measures 

you f/Ould recommend, either by itself or in conjunction with 

a tax program. 

Spendings tax ;--7 

Spendings tax with graduated 

exemptions (Smith Plan) ;--7 

Progressive sales tax ;--7 

Coopulsory loans ;--7 

Extension of specific rationing ;--7 

Expenditure rationing ;--7 

Compulsory saving ;--7 

11 Questions should be answered in the light of what 
you would advise the Secretary to include in his 
stateutent to Congress. 

3 

.... • 
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3. Should the Secretary recommend the expansion of 

Social Security as part of his Statement on the tax program? 

(a) The Wagner Bill? Yes ;--7 No ;--7 

(b) Part of the Wagner Bill or some other 

modification thereof? Yes ;--7 No ;--7 

(c) General approval of expansion of Social 

Security without specifying details? Yes ;--7 No ;--7 

4. Should the Secretary oppose the Vandenberg amend­

ment that would maintain the exist ing ol d age payroll tax 

at the 1 percent rate? Yes ;--7 No ;--7 

·s. On the tax program should the Secretary adhere to 

the announced amount of $12 billion annual rate effective 

January 1944? Yes ;--7 No ;--7 

(a) A smaller tax program? Yes ;--7 No ;--7 

Specify amount ~------

(b) A larger tax program? Yes ;--7 No ;--7 

6. Is the amount specified in answer to ~uestion 5 

exclusive or inclusive of the amount that you would wish to 

4 

.~-

see rnised by an expansion of the present Social Security program? 

Exclusive of Social Security ;--7 

Inclusive of Social Secur i ty I 7' 
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7. Would you include any of the following in the 

program: 

General r etai l sales tax? Yes ;--7 No ;--7 

Tax on increases in individual 

incomes? Yes r7 No ;--7 

{a ) Tax increases on all types 

of income? Yes r7 llo ;--7 

(b) Limit the tax on income increases to 

proprietorships & partnerships? 

Yes ;--7 No ;--7 

Any other new form of tax ----------
8. Do you favor a special 10 percent tax on all 

or~tions now exempt under Section 101 including labor 

unions , chambers of commerce , business leagues but not in­

cluding religious, educational, charitable institutions . 

{Suggested by Mr. Stam) Yea ;--7 No ;--7 

9. Individual income tax . 

(a) Do you agr ee that in the program recommended 

the individual i ncome tax should aooount for approximately 

three-quarters of the increase asked for? Yes r7 No r7 
If "No," specify what the fraction should be 

5 

.~. 
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9 . Individual i ncome tax . (Continued) 

(b) Should the present exemptions of the 

i ndividual income tax be retained? Yes ;--7 No ;--7 

If not , should the exemptions be lowered to $500, 

$1,000, and $250? Yes ;--7 No ;--7 

6 

If these lower exemptions are not to be recommended, 

specify the exemptions t hat you prefer. 
••• 

(c ) In f raming the rate schedule on what income 

groups would you place most of the additional burden? ____ _ 

(d) Should part of the increase in individual 

income tax be in the form of a refundable tax? Yes ;--7 No ;--7 

Should the refundable part of the tax be 

confined to the lower income levels? Yes ;--7 No ;--7 

(e) Do you favor an effective ceiling on 

incomes above $25, 000 : 

(1) By special supertax method? Yes ;--7 llo ;--7 

(2) By steepness of rate schedule? Yes ;--7 llo 

(f) Do you favor some relief provision for : 

(1) Individuals with fixed commitments for 

i nsurance, home indebtedness, etc . ? Yes~ No ;--7 

(2) Individuals whose incomes have been 

fixed or relatively fixed s ince 1941? Yes ;--7 ilo ;--7 
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9 . Individual income tax . (Continued) 

(g) Do you favor vigorous prosecution of 

recommendations in loopholes? 

Joint returns ~ 
. 

Percentage depletion ~ 

Tax-exempt securities~ 

10. Corporation taxes. 

(a) Should the total amount of additional revenue 

f r om corporations be $1 billion? Yea ~ No ~ 

More? Yes ~ No ~ 

Less? Yes ~ No ~ 

Specify amount$. ______ _ 

(b) Are you in favor of increasine the excess 

profits tax rate above the present ~? Yea ~ No ~ 

(c) If you favor increas ing the excess profits 

tax, should part or all of the i ncrease be in the form of 

post-war credit? Yes ~ No ~ 

(d) Do you favor extending the post-war credit 

now used in the excess profits tax to the regular i ncome 

tax? Yea ~ No ~ 

7 
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10. Corroration taxes . (Continued) 

(e ) Should we make specific recommendations 

designed to help the small corr•ors tlon? Yes II 1/o II 

11. Estate tax . 

(a) Should the total amount of additional 

revenue be $300 million? Yes II llo II 

J.'ore? Yes II No II 

Less? Yes II Jlo II 

Specify amount $ 

(b) Should the specific exemption be reduced 

from the present $60,0007 Yes II tlo II 

12. Excises . Are you opposed to heavy increases on? 

(Specify) 

13. 

Liquor II 

Beer II 

Cigarettes II 

Tobacco II 

Do you favor a tax 

Communications II 

Transportation of 
persons II 

Admissions II 

Others II 
to prevent speculation? 

(a) On rural real estate? Yes II Noll 

(b) On urban real estate? Yes II Noll 

(c) On stock price a? Yes /7 No II 
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<Em:1W. QUEST! OilS ON TJ§: SICRETARI '8 TAX 
ST.lTIIIZIIl' TO THB Ca«lRB88 

.a.. Intlttion 

1 . •ould it ll&ko an iJI;>ort.ant dilteronce in tM ottocti...,. .. 

ot prioo oontrol it tbe tortbcoaiJ>& r...n.,. •••ur• ,..... 
to auppq oaq • t • billion (porhapo 14 billion or IS billica) 

inot.oad ot 112 billion, or oW.tontUlq .,re tban 112 M 111 on, 

in added t u .. ? Would tho dil!oronco inTol.,. tbo abeodonant 

ot CFl!rtl ..,...,. prioo roplation? What would oupplant 

it bo? 

2. Io there likely to be eo he&V7 a YOl\11111 01' OODIU"""' b"i)'ina 

that wholesale and retail inventorioo will bo ~eted below 

tbo lllin1.llalm sate point within the next )'Mr it the !orthcomi%1& 

(a) onl1 a 1'• b1ll.1on (porhapo 14 b1ll.1ca or IS billioo) 

in added tueo? 

(b) 112 billion in adde4 tueof 

(o) aubetanti~ .,ro than 112 b1ll.1on in added tueo? 

3. Are blaok mc-kete in the neceaoitioa ot l11'o (uiJIIIOing that 

theiO neceooitiee IIIWit be loopt oubjeot to price control 1n 

any ...nt) likely to develop to very eerioua proportiona 

within the next year it 

(a) there ia no additional ,..,.... ... , 

10 
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(b) tM torthocenc re....,u• ,. ........ auppllea ~ a t • 

billion• (perh&pa t4 billion or ts billion) in a4d.cl t.&ua7 

(o) it auppllea ll2 billion in added t.auot . 
(d) it auppllea aW.tant1~ .. re than $12 billion 

1.n added taxea? 

4o' D> general, will it be noeMN!'7 to haft an acld1t1oDal rewnue 

proiJ' ... aubatant1al.ly greater than the announced tl2 billiOD 

tax coal t o keep tbe general priae loftl troa adnDc1.ng aba.rpl,r 

over the next year? It tM ~~Nnr 1a .,.,, appl'CIX1Jiatel,y bow 

IIIUCh reftnue aho.Ud be aalced t or 1.n order to prlftDt auch a riae? 

s. What tax progruoa, 1t &!1Y1 ""uld oauae a aerioua wt.ft of oonauMr 

purohueo 1.n ant icipation of the taxation? 

6, I a it deal.reblo to grant oo!DI relief froJD inoreued taxati on to 

indi'ri<lual.o who increue their Mte ot ••~inC, in wbateftr fora, 

to a lonl dec1decl.l.7 &boft noraal 1 

7. Ia there eubatantial dancer Ulet a g-ral retaU ealea tax would 

....,ult in ettectiTe "-""' tor b:1gber wap ratea? Do• t.bo -

dancer cxiat to a greater or lo .. er deiJ'Ie w1 th any farther f.n,.. 

oroue in 1.nd1Ti<lual inc011e tax ratee? J.rq other tuee 7ou would 

oare to montion? 

B. ltftqt on Produptipp 

8, Ia there nidenoa that the preoant tax 17fltl• 1a 

(a) diacouraging ~•r-timl work? 

(b) increasing abe.,taeioa or otharwiae cleoreaoing the 

TOlWJe ot worl< b7 t.bo81 mo ~ ha'" Joba? 
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(c) d.l.acour&gin& potential workera fro& tald.na jobe, 

eapec~· wo:oen? 

9 o (a) CAn :JOII 111ge1t h<nr JIOICh farther it will be poaeible to 

go in taDtioo without. incuzrtng aubeta.'ltial dangera ot 

the type listed in llo, 8 aboft (aa an illuatrat1oo, 

would an initial inoome tax rate of )0 p.roent oraate 

auch dangere)? 

(b) Are there relief provieione whicb could be ueed to onr­

coce tbaae danger&? 

10, (a) Is the preaent t ax e:;atell bMring eo h&rebl,y oo the laor 

incom grollj)e the t the)' are llllllble to ID&intain the otandud 

of conewaption neceaa&l')' tor ettioient working capac.it,-1 

(b) If the answer to question 10 (a) 1e no, do wa otill have 

substantial leoway tor added taxoa on the .. groiiJ)O balore 

that danger beooaoa ~rtant 1 (117 low inoo• gl"'OIP8 ia 

.ar.t thoae tlllliliea with annual groes incc.ee ot apprad­

llllltel¥ $2,000 or l .. a.) 

u . Doea the pre11nt eyetea induce an appreciable deeree ot waste 

ot Mnpawer and. lll&teriola b)' buaine .. aanas••nt owinS to the 

heig)Jt ot 

(a) tbe no,..l md eurtax ratel? 

(b) the exeeae profits tax l'&te? 

12 
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. o. !9!1\r 

12. h lt Tl1'7 h ponut, ol\hu t or po.l'liO Mo of 1•n•ral a oralo 

or .Sapl¥ troa oouideraUono of equl\1 , to lr&llt eoa o r ellaf 

troa lnoreaoed tu.atlon t o pereou IIIIo han 

(a ) .,tared i nto oontraohal ooa.l.taOilh for oaTilllo 

(DOrtp.ced hoaoo, luV~Dco polllho, o\o, ) that wollld b o 

dhrapted '111 ~>•dar tuut 

(b) lllcurred ~cou that - 4- h IP""lal boud.llll 

or har41h1p, ll.kl tho ooot of aodJll to war Jobo, lllcreaoed 

linnc coota in crolllled war pro4ucUo" centoro, co ot of 

epoolal equipe.,t for won:, burial ~enou, and oo ont 

13. lltoo.ld t h o lllcr eau ill tu.e.Uon bo k ept dollboratol¥ at a 

falrl¥ oaall ..,.unt 011 tho ,rollll4o thot final oot tl • .,t 

of how tho co ot of tho war 1o t o b o 4htr1'butod uonc 11l41-

d4ualo at ...rlolll inco .. 1 ... 111 , ota., oboul4 bo to a eo,._ 

e14orabh tecroo po otponed lllltil aft or t ho wart fo put t ho 

utter &~~ether ._,, 1o thoro daJllor of loadlJll too lll1eh of 

tho burd& of the ""r on tho lo• lllcoao ,roo;po if a 4raot1e 

tu pro....., h IID4ertalr:oo now (and a oorroepoll4il1Cl1 llcbhr 

tu procru h to bo aado pooolblo after t h o war) , inoteod of 

haTlJll tho .-rtlmo illcreou ooaftbat looo and co,.ooquctlf tho 

l ... ol of po ot-.r taxation ooanbat hl ,.,.or th&ll it othorwioo 

1001lld b ot 

14, lllolll4 &llothor attlll!l't b o aodo to hold tho 11ot looome aTailable 

!!!..!! lnooae \a: to an approxlaat • aut- of. ·~• $25.000 

(or ooa o other f1Cil") l 
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15. (a) 11 1\ bponant to place opeolal '""" on 111C1'1&1 .. ill 

ln41Tib..l 1nco1111 (1) on olllT a hv \7P .. ot 1noraue 

&114 larpr 1noo•••• or (11) or> lllmoot all \)'pee ot 1 ... 

crea11, ex.-pUnc, boveftr, lllcroaeee 11> the ••1'7 lov 

i llCOlle croupot 

(b) Would 1\ b e d .. lroble to h&Ye aere}T a rollat prortolon 

t or \boll lObo han had "" 11lcrea11 1a illoca .. t 

(1) It eo ebould the r.tlat be a erelT 1n the tora ot 

t..edlah aY&il ablll\7 of a poetw.r credit (reo\r1ch4 

to tho lo~lacoae cronpo) t 

D, Poot-V&r Oono14erat1ono 

16. 111 deo1cUnc hov aa.ch ed41Uoul taz ro,...uo to rahe, to ,.._t 

utct are poot-w.r ocnolderaUono hporlantt lpeo1t1eal1T -

(a ) huld VI be oonoerud OYir \be dlttorenoe in t t.. 

1111 ot the poot-w.r inhren burd• t bat h 1Jopl1ed b7 tbe 

dlttor111oe botV~AI 

(1) DO a441Uoul riY-e 

(11) a441Uolllll r~Y•u• of ell billion or $5 blllion 

(ill) ediliUolllll riYIIIUe ot fl2 billion 

(h) a441Uolllll HYIIIUe of oubobnUallT aore tb&ll 

$12 billiolll 

(b) 11 lt"'pillC do'"' the crowtb 11> tho YOlwno of b$Jilt depoolh 

&114 ourrenQ¥ an i11p0rlant r•eon tor i iiJ)O iillC t urtbor tu11t 

(o) In cenerol h it an illpOrle.nt oon d deraUon in truinc 

our pr11ent tu progru t o be oure to haft greatlT lover tu rohe 

after t he w.rt 
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J\u~"Us t 14, 1943 

near Jud~e Vinson : 

In connection nith the 3erios of confer ences 
which the Secro t e.ry initi11ted on Au.,•uot 10, I am 
for11nrdinJ for vour exmin11tion a llst of ~eneral 
~uestions on which the Secretar y will need''information 
1~ for~•latinJ his statenent to tho Con2ress on 
titfl t~x rro .;ram. tihatever infor J'\1\tion you r..ay suprly 
nn the tnr•ics covered b•r these mutations nill be 
ver:J helpful. • • 

The enclosed questior,s will be t he subject of 
informal discussion at the nee t i n ; next Thursday. 
They are bein~ sent to you now in orner to ;ive you 
en arlvo.nce O;:'por tunity to consiiler them. 

In Rcldi tion t o the coru'\en t s which you nay make 
!It the conference, it wc>uld be helpful to have memoranda. 
coverin , uuch phases of the i ssues raised in the 
enclosed questions as fal l peculiarly In the jurisdiction 
of vour a<;ency. 

It is, of course, inportant th~t tho enclosed 
r.~terial be treated as hijhly confidential . 

Sincerely yours, 

/s/ Randolph Paul 

Gilne r al Conn -.el 

Honor able Fr eel l ' . Vinson, 
Director of 1\cononi c St abilization, 
Room 1206 Federal Reserve JUc\e. , 
''.'nshin •;ton, D. C. 
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AUG 13 1943 

1fT dear Mr. Attorne;r Oeneral1 

Under the proTieione of the Act of June 30, 
1Ql4, 38 Stat. 399, eet forth in u.s.c.1 title 34, 
eeo, 6&8 and under izeoutiTe Order Jo, Vl77, emer­
geno;r puroha••• ot war material .a;r be entered tree 
Of dut;ro So1lt qu11ti0n hat &l'iatn whether CollectOI'I 
ot Cueto•• ehould deter.!ne in4eptn4entl;r whether 
iaportatione made thereunder are, in !act, iaporta­
tione of war material or whether the Collector• aa;r 
relr entirel;r on a oerti!ioate! aade in accordance 
with Section 2 of ixeoutiTe Or4er No. 9177, that the 
article• being imported are eaergeno;r purchaeee of 
•r material. 

Your opinion on thie matter ie reepectfull;r re­
qu .. tt4. 

SincerelT ;roura, 

(§fJII@d) Herbert E. Gaston 

i4UDa Seoretar;r of the Trea&UI';r• 

The ~norable Francia Biddle 
Attorn•{ General of tha United Statee 
laehlng on, D.C. 
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IIEioiORANDUl( FOR THE SECRETARY 

August 13, 1943 

Mail Report 

Tax mail continues heavy, but the receipts of 
this past week showed a shift of emphasis in the 
opinions expressed. While the withholding tax 
brought some protests and a number of questions aa 
to ita appl ication, it would seem that our corre­
spondents are now fairly well reconciled to this 
particular tax. They remain decidedly unreoonciled, 
however, to any su~estion of higher taxes . The 
mail bas contained ~creasing opposition -­
increasing both in number and in vehemence -- to 
all such suggesticna. We have received many conies 
of the cartoon, ~earing the Limit,• (showing the 
Secr etary wringing revenue from the unhappy t ax­
payer). ilmoat all of these were sent anonymously, 
and there were also a number of abusive anonymous 
cards or letters -- something noticeably lacking 
during the past weeks until taxes again took the 
limelight. 

There were also a number of vigorous criticisms 
of the recently issued charts oomparing the taxes 
of the United States, Canada, and Britain. Comments 
include criticism of the omission of figures showing 
State taxes, etc . , in addition to the Federal, and 
other details which various writers believe gave a 
wrong impression. Opinions pro and con the sales 
tax wer e about equally divided, and excess profits 
tax on the income of individuals brought an occasional 
endorsement and no defini t e opposition. 

Bond mail continued auch as usual with a&nT ideas 
submitted for the Third War Loan Campaign. There 
were further r equests that wire clips be omitted fr om 
the new small size Bonds in order to avoid damage to 
typewriter platens. Only 47 Bonds wer e submitted to 
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Memorandum for the Secretary. August 13, 1943 

the Secretary for r edemption, and there were only 3 
references to unwarranted cashing of Bonds i.n 
various areas. For the third consecutive week, com· 
plaints about delayed Bonds f rom the War Department 
personnel remaine9 at about 40. These also continue 
to apply largely to 1942 deliver ies, with comments 
t o the effect that current Bonds are being received 
in reasonable time. 

The flareup that has resulted f rom the announcement 
of the release of invasion money in Sici l7 closely 
resembles the one that followed the releaae of 
$660,000,000 in Federal Reserve greenback& a tew 
months ago . A number ot Veabers of the Congress have 
forwarded letters !rom their consti tuents asking 
investigati on or information regarding invasion money. 

Government economf is still foremost in the public 
mind, and several letters this past week were inspired 
by newspaper reports that Armf trucks had dumped tons 
of potatoes on a trash heap in Vincennes, Indiana. The 
steel penniea also still have their indignant opponents, 
usually individuals who have lost 9; in accepting one 
as a dime . So f ar no word has been uttered 1n their 
defense , although correspondence indicates that letters 
of explanation have somewhat soothed those who wrote 
indignantly in the first place. 

18 
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General Comments 

Maxwell J . Welch, Consultine Engineer , Los Angeles, 
California . Current News items report t hat the 
present iron pennies will remain, for the reason that 
after a giva1 length of time they will t arnish and 
will not be taken, by mistake , fo r dimes. After one 
week ' s treatment in water and air, alternately, 
I have been able to produce the samele enclosed . 
Honestly, Henry, do you think that Old Abe Lincoln• 
was ever halt as black as these new pennies make hia 
out? Suggestion-- woula it be too expensive to 
copper-plate the new pennies? 

John H. Perry, President, Grayson County State Bank, 
Sherman, Tex. We have your letter, addressed to 
Ferdinand Koore, Chairuan of the Board of this bank , 
asking fo r a lot of detailed information relative to 
our holding of Government Bonds , and asking a report 
on same monthly. Wish to state that we are not going 
to make any such report. It looks like Washington has 
gone absolutel7 crazy, and your office is no exception. 
It takes about two persons now to make reports to the 
Government on various things that do not do any good, 
except to muddle everything up. We hsd an examination 
of this bank by the FDIC on July 10, 1943, and he has 
a complete record of all our securities, and if you 
want this information you can get it from him as we 
do not have time to make these useless reports and do 
not intend to make them. I hope you can understand 
what I mean. 

Senator Downey (Virginis ) sends letter he has received 
from Mrs . D. V. Ponder, Staunton, Va. I am· enclosing 
a copy of a letter I sent to the Foreign Funds Control 
of the Treasury. It has been three weeks and I have 
not received s reply. August 31 is the deadline on 
filing thi s report . I am writing to you as our 
Senator to see if you can get them to send the in­
formation I need . (The following is the letter 
addressed by Mrs . Ponder to the Foreign Funds Cont rol.) 
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I wrote to the Riggs National Bank for fo rm to fill 
out for census of property in foreign countries which 
I own. I received Form TFR 500, and abridged instruc­
tions, and after reading t hem I couldn't understand 
them well enough to know what I should do. I went 
to the Trust Department of the Bank in Staunton that 
I have an account with, and they couldn't tell me how 
to fill it out, and suggested I go to the Post Office 
or to the Bureau of Internal Revenue for help. I went 
there and they couldn't understand the instructions 
either. * "" 
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Favorable Comments on Bonds ----
H. D. Wiese , Secretacy, 1lutual Building and Loan 
Association, North Platte, Nebraska . I haven't 
any idea just how near your desk this letter will 
get and my only hope is that it will fall into 
t he hands of an official with power to grant my 
request. Please send me fifty copies of •The 
Story of lmerica's GreatestWar Loan, • a Report by 
H. Morgenthau, Jr . , Secretary of the Treasury, 
May 25, 1943. I have about fifty local speakers 
who have agreed to prepare and deliver five or 
ten minute radio talks during the Third War Loan 
Campaign and they are crying for material to help 
them in their preparation. This little pamphlet 
contains moat interesting and useful information. 

* * * 
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Unfavorable Comments ~ Bonds 

Ralph K. llcCartb,y Member Post 47, American Legion, 
Ft. Wayne, Ind. i have just recent ly written you in 
regard to Bonds purchased by me and al l the rest of 
the employees here at William Northern Field, Tullahoma, 
Tennessee . You in· t urn referred me to the Chicago 
Office which is the old runaround, in other words , 
passing the buck. I purchase a Bond every payday, 
·and in return get a Bond whenever they f eel like giv­
ing me one. What I want to know from you is when do 
we get our Bonds , or when is aome action going to be 
taken to see that we get what we pay for? !waiting 
your early reply, which will be posted on the bulletin 
boards for the enlightenment of the ent i re shop and 
office . 

C. T. Dougherty, The Canton Malleable Iron Co . , Canton, 
Ohio . * * * On March 24 our company sent a check to 
the Peoples Bank of this city for some Bonds for some 
of our employees . The bank handled its pert of the 
transaction satisfactorily end mailed the Bonds to us 
~ithin a few days from their receipt of our check, but 
the Bonds never reached us. They went astray in the 
mail , and han never turned up, nor has anything been 
heard of them at all. The matter was reported to the 
Federal Reserve Bank in Cleveland . They stated that 
it would be necessary to wait perhaps 30 days before 
new Bonds could be issued to t ake the place of those 
lost, which was perfectly satisfactory and understand­
able. However , four full months have now passed and 
there have been no substitute Bonds issued . The indi­
viduals for whom the Bonds were bought ar e becoming 
very impat ient , and I think with justification. They 
feel they should either have the new Bonds issued to 
them immediately, or their money should be refunded. 
This sort of thing doesn't tend to make one anxious 
to put savings into Government Bonds , nor , I am sure, 
does it help to build up the morale of those at home. 
It st rikes me , Mr. Secretary, that some action should 
be taken from your office t o see that this situation 
is straightened out . 
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R. A. Long, {R. 1 . Long ' s Bookkeeping Service) , 
Orlando , Fla. I have a client who operates a taxi 
business with approximately 35 employees. To stimulate 
business be wanted to give a $50 War Bond each month 
to the employee who turned in the largest amount of 
fares. I have just been advised by Refional War Labor 
Board that they cannot permit him tog ve these Bonds. 
They have sent us a long questionnaire to be filled out 
and it does not apply at all in a case of this kind. 
It seems to me that all of this red tape does not en­
courage the purchase of Bonds. Our client is per­
fectly willing to buy these Bonds and the Government 
is benefited oy the purchase of them. In turn, the 
employees'' salary is increased, as well as the em­
ployer's by this stimulation. In cases of this kind 
1t would seem to be a simpler procedure if the Regional 
Director would give his approval of this plan and not 
force the employer to file a mess of documentary 
evidence . * * * 

Charl es B. Panzik, N.Y.C. I am writing this letter to 
you to tell you that there is gossip going on among our 
defense workers. Gossip that is making tnem believe 
they are paying $22.50 for a Defense Savings Bond that 
is selling for $18.75. They are told that they are 
paying $3.75 income tax on the $18.75 - this makes the 
Defense Savings Bond cost them $22.50. Wany defense 
workers are believ~ng this gossip and are saying they 
are going to quit buying them. Please explain to them 
that this is not true . If you don't, I am afraid there 
wi l l be a drop in the sal es of the Defense Savings Bonds. 

Mrs. Russell Savage, Osage, W. Va. Joseph Stewart, 
Manager of the Pursglove Coal Company of Pursglove, 
W. Va., is holding a $50 War Bond of ours --has been 
holdi~ it since February, 1943. He says be is holding 
it to 1nsure him~ husband will go back to work for 
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them when the mines start up again. If you recall, 
the No. 15 mine caught fire in January. ~ husband 
is working for DuPont de Nemours Company of Korgan­
town, W. Va. He might be transferred to their new 
Plant the t is be ins built in the State of Washington. 
So if there is anything you can do to help us get the 
Bond, it will be appreciated very much. 

W. L. Peterson, President, The State National Bank 
of Denison, Denison , Texas. Kay I take this opportun­
ity of registerin,. in a humble way my protest against 
long telegrams of the enclosed type, which, in my 
opinion, are uselessly being sent from time-to-time 
under your direction. In both of the specimen cases, 
I believe that letters would have served just as well 
as the long telegrams. No doubt the same telegrama 
were sent all over the United States; thus involving 
thousands of dollars of expense. In additi~n to the 
expense, thousands of long telegrams, in my judgment, 
waste a lot of manpower. School children are being 
asked to buy War Savings Stamps, and we civilians are 
gladly buying Bonds to help win the war. I want to 
tell you, however, that it is certainly discouraging 
to observe a lot of the extravagance that is being 
practiced by many of our Government officials. * * * 

George H. Greenwood , President , The Pacific National 
Bank of Seattle, Seattle, \faah. It bas just been 
brought to my attention that in the forthcoming War 
Loan Drive it is apparently not going to be possible 
for the subscriptions of national corporations to be 
allocated to any other point than the bead office. 
In t he past, in both War Loan Drins and other cam­
paigns for funds , allocations of this type have been 
made without too much difficulty, and it has seemed 
to be a fair method. • * * It does not seem fair , for 
instance, that New York should receive full credit 
for a subscription made by a national corporation with 
perhaps a dozen branches extending as far west as the 
Pacific Coast, but if this is to be the case, then 
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certainly the quotas for various sections of the 
country should be materially changed. Those of com­
munities where national corporations maintain their 
head offices should be substantially raised and the 
outlying communities should be correspondingly reduced. 

Charles E. Foster, Attorney and Counsellor at Law, 
Omaha, Nebraska. I purchased a $100 Bond through the 
U. S. National Bank of Omaha. This application was 
referred to and acted upon by the Federal Reserve Bank 
of Kansas City. I asked that the Omaha Masonic Home 
for Boys , a corporation , be made beneficiary . This 
privilege was refused me by the Federal Reserve Bank. 
The Omaha Masonic Home for Boys is a charitable 
corporation with a perpetual charter, organized under 
the laws of the State of Nebraska. Its object is for 
the care of homeless boys . I am a member of the Board 
of Trus tees of this corporation. It is my desire, 

25 

and as indicated by numerous others , to make this 
charitable institution beneficiary in any Bonds which 
we might purchase in the Series named above, Speak­
ing for myself only, I have no members of my immediate 
family living . The denial of this right denies some ~ 
very worthy organizations and churches from receiving 
what you may term just and proper contributions to 
their work. I do not believe that it is the object 
of our Government to in any way hamper charitable 
work. I would like to have a ruling upon this question 
as it arises almost daily, not only in my legal prac-
tice, but in several charitable organizations of which 
I happen to be a member or on the Board . * * * 
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Unfavorable Comments on Taxation 

Harry R. Sullivan, Kansas City, Kan. With reference 
to the payroll withholding tax, I would appreciate 
some information which I have been unable to obtain 
elsewhere . * * * As an example, those having a tax­
able income of ebout $500 per year ordinarily paid 
about $100 total income tax . Under this plan of 
deducting at the source, about $7 per week would be 
deducted , making a total of $364 per year on the same 
income. Some of our legislators in Washington say we 
will obtain a rebate above the six and thir teen cent 
brackets . Others in the same position state no refund 
will ever be made. Now the information I would li.ke 
to have -- will a rebate be made when you have paid 
more than you owe? I cannot understand how money can 
be withheld beyond what you actually owe. I would ap­
preciate a letter clearing this situation. 

Charles V. Snedeker, Babylon, N. Y. #**Due to a com­
plicated family legal entanglement, I was forced out 
of business for over three years. On January 1, 1942, 
this status was remedied by agreement between my 
creditor and ~elf. There was owing a tax lien of 
about .$1, 500, which was unpayable due to my inability 
to have any earning power whatsoever during this 
peri od. In September, 1941 , I loaned , for the duration, 
a power cruiser to the U. S. Coast Guard . This boat 
baa no marketable value and has none now. The Coast 
Guard used this boat until April, 1943, when i t was 
turned back to me in a condition so damaged that a 
Board of Inquiry of that Service awarded me $2,200 
for damages -- earmarked for the r epair of this 
particular vessel . In January, 1943, I submitted ~o 
the Treasury Department an offer in compromise for the 
unpaid tax lien. This offer is now rejected because 
your technical staff -- learning ot the damage award 
by the Coast Guard , demand a settlement in full from 
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this payment . I feel that this is a discriminatory 
course of procedure , because in loaninr the U. S. 
Government this vessel, I was only doing what any 
imerican citizen would be proud and happy to do -­
help the war effor t . The result , however, is that 
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I have a damaged boat with no means of repairing same, 
although the U. S. Coast Guard in its original contract 
with me promised • to r estore same to the owner in the 
same condition as when received•. The Coast Guard 
Auxi liary , through its local Flotilla, is desirous now 
of uslng this ship, and I cannot fulfill this con t r&ct .•. 
either because of i ts damaged condition. * * * 

Charles Tomsge, Sidney, Ohio. I hear you are contem­
p!ationg on imposeing more tax on the laboring class 
of people, as I sa one among that class , we stood for 
t he 20 per cent, but are not goin~ to stand for any 
more at the low wages we are rece1ving and high cost 
of liveing. I know the sement and feeling of the 
laboring class of people, and am letting you know their 
feelin~ toward standing for any more taxes taken out 
of the1r pay envelope each weak, what are you trying 
to cause? ! revolt of labor. * * * I have a family 
of 5 and it now hustles me to get by, and I put every 
cent into my family, and there are thousand of others, 
• • • We now have a state tax of 10 per cent on the 
dollari or a penny on every dime worth one buys, tax 
on rea state. When all sumed up one is now paying 
50 cts . out every dollar earned includeing a federal 
ta.x also on some articles. For God 's sake don't 
impose no more tax . • * * 

Louis R. Roth, Public Accountant, Miami, Fla. I learned 
from the radio yesterday that you were attempting to 
get Congress to simplify the income tax return. I was 
under the impression that this was a duty of your 
Department, and it is certainly high time that the 
great mass of individuals be relieved of the expenses 
forced on them by the Treasury Department in its com­
plicated ta.x fo rm. * * * 

Regraded Unclassified
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Thomas W. Rivirs, Portland, Oregon. I hsve written 
once and was not shown the courtesy of a reply from 
either your office or the Internal Revenue Collector's 
office here, in reference to interest charged me in 
payment of my 1942 income tax. r will state again 
that I am First Assistant Engineer on an Oil Tanker 
which is chartered by the U. S. Navy. I was out of 
the United States from January 9 to July 24, 1943, 

28 

and hs ve due proof signed by the U. S. Shipping 
Commissioner. I could not file DJ return before 
March 15, and wrote the Collector of Internal Revenue .• 
at Austin, Texas , where I usually file , and explained 
the situation to him. This f rom a foreign port. 
Being in the Merchant Marine and carrying o1l for the 
Navy, I consider that I am due some consideration, but 
when you are informed that you don' t have to pay the 
penalty for failure to file on time by some clerk who 
acts as if he were doing you a favor , and then you are 
required to pay interest to the extent of $18.00, well 
it made me ad and I'm still mad. * * * 

Regraded Unclassified
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P ARAJ'HI'.I\g£ OF Tl>;J,£0RAH ~ENT 

TO: Allf.RICAl'l El~RASS~ , Chun['klng. 

DATeD; Au~ust 13, 1943 , 9 p .m. 

!lUBBER, 1102 

Thls t s n mesFape for Ad1~r rro~ the Se cretary or 

the Treneury . 

The con t ents or thlo ceb1e are •o be coneidered 

necret . • 

30 

1. Vari oue ~er1con n~wenr~ers, l nc1uolnf the New 
:tori!. 'l'lmee, on Thursda Y Aul ust 12, carried U, P. dlGr}l\l tch 
frooa t:hunf lllOf! , dt. t ed Aul'u~t 9 "hlch df>a1t .:ith, smon(' 
ol l\e r thtne~<. the 19 41 :l toblllzatlon A!!ree,;ent, the 
Rpecial :.!0 to 1 exchAO("•l r·a te , n n<l the sn1e o f u.s. dollel' 

certiflca ter, . 

2. This diRpn t ch rPnortc~ thvt, nccorolnf! to 
" lnfon.cd eourceA , • wt11 t lc Cle ecrlb~d ee the •Cnl.nese~ 
Orltl~h~Au.erlcan Trl!)&rtlte currency et>.b11lzatlon 
nrol!raw ' will not be ren6we~ . Con~ldersb1e detsll wsr 
(!lven rl!l!ar{1n~ •hP hl.etory of U>~ S•abll iM•ton Boer< 
l nclYtllnf! the fact tht;t. u.s. $60 mllUon contrlc.,uon 
t •. l8 r RIIlslneil •v lr tuo llY untouched. • 

3. ',iHh r egnrd t (' tht' U. S . dollcr certltlcvt eo, the 
dlooR tch con~alned the inforuu•:lon th• t orofiteere "ere 
taklnl' at\v&n~&fe of til~ nroyrom t hrOUfh recou r !!e t O WC 
block or r~et . snd thA t •the ChlnPae ond ~·crlcrn Gove r n-

mente •·nrt' rootlnf t he bHl . • 

4 . Tl<e Treoeury ' ·ould a pnreclo t e hav int l .,,_edl o tely 
ony lnforUJ< tiOn, CO I•"'P.nte, 1\0rl v te••a wblch you Joay hi!VII 
rettardluf[ •hle 6 la!'n tcll l ncluc.ln tt tne ~ource of lnt'or•>n-

tlon ond 1 t 9 slfnlflcanoe . 

HUU.. 
(Fl..) 
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I BRITQH L.<Jit §[CLrJ 

u.s. sg;rq;x 

ortfjL NO. 266 

lntcn:.ation rece.iTed \;) t • 10 • ·••, lJth AUCU.. \.1 194) .. 

1. MILIWX 

lJ&lLX. Ene~ continue• to withdraw in Uorthern Sector. Slane 

that they are having diffi culties in mainta i ning auppliee of ammunition. 

Aerid reconnabG-A.noo shows increaalns coneontretion of 1and1ne Ol'tt't in 

~INA aNa, but. r•pon.a of a large acele evacuation not rOJ)Mt not con-

tlrsod. 

8\h Am. 12th. In C.oast.a.l Sectn- U. X. \.roopa c.ep1.und RIPC61'0. 

l.n ctnt.N IU.1.ETf'O ol•r or e.neey who ware at.Ul realet.i..ne 1\.ronel.y on h1gb 

cf'<IUnll f'ur\hor Mat. 

?t.b Am. On 11th, a u.s . Battallrn aacto a ncceaat'ul. la.rd.1.ng 

Eut ot CAPE ORLANDO. 12th. T·roops ednneed to wit.hi.n 2 allea or R.lND.AZ20, 

captured J'UlttSTA end abo reached PAm . 

Z, AIR OPEIIATIO!!S 

'!F§J'BRN FRO~. :1.2th. 33S Fort.ro10oo (81?) doopot ohod • solnot 

tersot-1 l n North OERI!A.NY. Attacks wore ude by 87 on 2 tynthetic oil plonta 

on CEISBNKIRCKEN , by 27 on another plant noar CotAJO:Z end b)' 89 on a predsion 

in.lt.rumont. ~ at BONn. Boa.b1J'IC at OEI.S!.mi.IRCH£1~ r~rt.od •• •aced" 
end on ot.ho.r 2 l.oc&Ut iee aa •ta.1r t.o poorll. S4l t.on.1 diroppod on t.beso end 

otMr urc•w of cpport<tmity. 2S Fortresses M.111ne, pro.Uional ~· 

caa\l&lUn 22, 17, 6 . tacort.ed t:&rau.S.ro (B.26) dropped J6 tona on FOil 

11rf1•ld tnd ttcct14Cl f)'phoon bc:mbers attacked olrti~da at c«tR'i'RAI on:1 

tXRVILLE . E~ ottualtiee - 4.2.8., oura · nil . 

Uth/l3t h . Urcnrt deopet chodo ~!UN - S05 (3 aleal.nc, lO out.­

atondlns), TURIN - 1SZ (4 1Di10i ng), BERLill - 7 ( 1 al .. 1nc) , Saa·•in1ng - 24 

(2 millina) , Leoflot o - 9 , Intrudora- 42, Anti .. oh.1pp1tlfl: - 12 . At kiWI and 

TURIN , woatl\cr sood, bombing w-ell eoncontrAt.ed. 2 onorny o1rorett dropped 

bOI bt 1n £ut SUFFOlX . DalfiOge s light. 

S1CILX and Sotm( IT!ILY. 10th/11th. f•olUnet.ono dropped 1?4 

tent on boachea 1n t.:lSSila arec. Ut.h. 116 bodha 'bol=but o.ncl tigb\oera 

at \4ckod brt4co• 1n t.oe of ItALY. 

lDLI· lith, 40 Fort.re••• • (817) (1 a1 .. 1nc) ot tccltod TEIUO 

(4S all11 North or RO..E) . S€iwrc d.aacgo to rollW'0.7 buildtnca, ropelr ah.op.s 

end totrn. 
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•• _ol,_ 

s WID&il Diml ro~ rtVI munr mrua ra:ar Illlll"ffDDIWW CAll 011.1 • A 

8UIX:D" tr A U.d POB!ICII at IIlia n011• IS lUlU.- &Wl at m.l ._ 

r.> 'fORI.o>tJ:I Cll PAI!IIIa, Pt.IIIT ~ ~ • at Aft~ AT I.IAft 1111 

IIIII ' 116Ul11 Dl llfat. IIOIIDI, 011 1M IIUM 1100 DID PVQI•en DVIDIO WIWL 

I uu. 'fiE 'IIIX IIIWlB at llYSl\'1 n• EII'JDUIO lOG oa no• r~t.ea. liD -
5UPrOrAIUO 'IOU trro.G, rii&S Olft D AISUIIIICI Aa ... Aa H6iiW ., 

IOU • • ann!W!IO PLt.lff CIIOSS AIID t~SU lllUI OOCD aro.a nu. r~~~nm roa 
ntlll 1CIIDS 111110 IOUl roa c. AT 111 ru.n J&ftl. DnDIO • Dillft. a •• 
Oll.I IS ilU'II u:rt Ill 1:HICil 1'0 PIVAI& JIOII !1111 vt11lW MOIIIUT .. rat 
<101. 

-~~ .,_,..,, A. 
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DCIIt f1l ftD - m un IUIID 

L w. CCQM 

11ar~Dl'fUUD 

O.Wmol' Bmu\ 111. 011 '•• Mr. Jred H. 1-, 
~. liar n- a-1\tee, 0\al.-, liar "'-"'• .c-1\tee, 
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Poe\ ott1oa - uo, follll& l!o\al llllllclin~» ~ Billlep .._,, 
.-...., .&l&*a. llonolulu, !. H. 

t1111 aPliiiDU Dlll'll I'Oll Fnl lllU.ICII OOu.t.llt PIW IJDr'fi:IIW.:} CA!I OliLJ a A ... '(l 
J7 .t. U D I'OGCII C/1 milS PICIIB IS IIUaD lit 2llll awl f1l 1'11';4 'OID8 m WOlD. 
C11 P.t.JIDWI. Nllt QIIO!IIIIIJIIU). S"tt .t.'llaQDIO l! I&Aat '110 111BD' IU.Ur II 
UTa IOIIIIS, Oil jjj &Xrlil 1100 IlliG)~ Dll11110 •mm~:a. I WX.U.11I. -
mllll 01 IV".Ooll n:11 EIIPID!I!lO 1110 01 ., ... I'E eo. ..U-.& SUI'I'O.mlll liDIJIIWO •• 
Pllillil QIW WE ...UJUICIO AS SOCII AS P0:13IIIUI 'tHAt 'IIICI AS JIIS'hiiiiiiiD'O PUn..,.. 
.AID 111.t.T liiUI OOQil UfOifS 1llt.t PliJfiD!I I'Ol\ IUIIl 1111111 Bi.DIO sotD POll CAll U­
PUII't IAV&t IIU-0 - llllll. ft lll'll CIIJ.IIS IIUS J.ln II OICI 'I),.,.. fOil 
'liiD fl 'lllU DllOl'IU! .. JIOII! M. 

1'RO oiiiC o chit> 
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Cc : Urs. Klot~ , for the Secretary. 
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My dear Mr . Worgenthau , 

BRITISH EMBASSY 

WASHINGTON, D. C. 

August 14th, 1943 

I very much regret to eay t hQt 

I have just received the following message 

which t he· cnancellor ot the Exchequer hse 

asked me to transmit t o you :-

''You will be sorry to hear t hat Sir 

Frederick Phillips died suddenly this 

morning. " 

He will be e great lose to us 

all . 

Yours s i ncerely , 

The Honourable 

Henry Morgenthau, Jr. , 

Secretary ot the Treasury , 

washington , D.C. 
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Augwst 14, 1943 

•ro 111nllllt from t he Secretary ot the •rroaeury 

Ploase traM mi. t the followin:.: meeoaae to tho Chancellor of the 

~choquer : 

•I aa grieved to learn of the death of S1r t'rederick l'bil.iips, 

I n tho throo ;yo are of close a.ssoc1ation with S1r Frederick, I ani 

t he othar otf1ciala at the 1/nit.ed States Treasury c...., to bava a 

hiGh r o:;ard for his cbaractor and a ..;reat rospoct for bia abili!q'. 

Ilia doa.th will deprive the British Troaaur;y or an able civil servant 

a ll<l tho United States Treasury of an esteemod friend and colleague. 

Tho olooo cooporation between the Brit1ah Treasury and the United 

St ates Treasury is in no smal.l part due t o tho otforte of Sir Frederick. 

Si(l)lod b;y 1:r. Dell 
Cleared 111 tb llr. Gaston 

Henry J.!orgeiJthau, Jr. 
Socrotar;y of tba 'Ireasury. • 
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TREASU!r! DEPARriiE.'IT 
Viesh ington 

FOR IMMEDIJITE RELEASE , 
SaturOsy , Ausust 14, 1943. 

Preas Service 
No. 3B-B 

Secretary Morgenthau expressed hie de~p regret today 

when informed of the death of Sir Frederick Phillips, Second 

Secretary of the British Treasury. 

"I feel the death of Sir Frederick as a d eep personal 

lou, " llr . Morgenthau said. 

Observing that since 1940 Sir Frederick had been the 

British Treasury representative in 1'/ashington, Secretary 

Morgenthau recalled thnt during these difficult years Sir 

Frederick worked in close nnd harmonious cooperation with him 

end with other officials of the Treasury etaff . 

"His long experience end excellent judgment were of 

great help in the solution of many of the difficult war-time 

problems of finance , " Mr. llorgenthau aaid. "His death will 

deprive Britain end the United !lations of an able advisor . 

"Sir Frederick will be remeobered by his colleagues and 

innumerable friends 1n the United States as a man who repre­

sented the best traditions of the Britlsh Treasury and the 

British Civil Service . " 

- ooo-
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa August 1111 1943 

TO Secretary Morgenthau 

Ill' • 'llhJ. te 

subJect: CUrrent Eeonomle Conditione in France, 

Treasury representatives in French Africa have aub­
~itted a report on econo~e and moneta~ conditions in 
France prepared by interrogations or refugees r ecently 
escaped from France . 

or special int erest i a the lack of confidence in 
the tuture value of the franc. Without exception the 
French retugees felt that the f ranc will be practically 
worthless atter the war. Some refugees reported that 
the French people regard the Bank of France notea now 
aa simply German •ersatz• currency . 

There ia little boarding of notes . Moat of the 
workers have to spend all they earn to keep alive. The 
few wi tb surplus oaeh are putting 1t i nto tangible collll!IO• 
dities or for eign currencie s • 

...... lessening purchasing power or the franc is demon­
atrUi(lby an increase of 400 percent in the actual coat 
or living since the tall of Prance. one-half or tbia i n• 
crease has taken place in the past year. ~· increased 
coat ot living ia no t reflected in legal prices, which 
have not increased a great deal since the Ar~atice, but 
in prices on the black market where the people purchase 
nearly all their consumer goods. 

The Germans themselves are the bi ggest patrons of the 
bl ack market, findi ng thi s channel, with the unlimited 
francs available to them, an etfect1 ve mean a or draining 
the area of its available gooda, 

The retugeea indicated that the Germane never come in• 
to direct contact wi th the French people, the economlc and 
f inancial preasurea being alwa;ya ~plied by French authori• 
tiea. Thus in the field of ban.k1ng the Germans uae the 
French banka to restrict credi t to firma not producing dir­
ectly for the German war ef fort . In thia way the firma are 
forced out of buaineaa and their workers become available to 
be aent to Germany. 

• . . 
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Thic to1egr~~ nust be 
pnraphras~d bcfor~ being 
cor,vm ni ct. t ed to c.nyo ro 
othut' t han n Govornm£.ntal 
aconcy . ( !lR) 

Secretary of State 

. :nshl nc ton 

5(6 , .. ugust 1( , 5 p .n . 

Bor.>bny 

Dntucl .. U£;U3t 14 , 19~3 

Roc ' u 2 : 38 P · ••J. 

>.Uii .t :, rJ4': 
.J.ERC 1A1• 6:-~ 

Your 13, J:l:tunry 12 , anJ 1~7 51:; , :.unust 2 . 

I . Coner al \/Orl:ine; clnss indox !lor.1bny, yor.r ended 

Juno 10 A rc.prc3ont" 100 : IJonth ended June 30 , 10'!;) 

i1tdox nwnbc.r is 2:>5 , for prices Ber.>bny no,-,th ondod Juno 

1 5 indox, nu:"tbor is 25:l sar.to base yoar . 

L . I:.lports f rom ilri ti sh Empire nnd 1'or c1e;n countrl 

rcspoc~lvoly 1:1illions of rupo ' n 19'.3 .. prll ;>8. 4 and 

55 . 3 ; 1942 •. pr11 ~9 .2 nn..! 48. 3 Ex;-o:·ts 194;) ··!"ril '/C and 

71; . 3 19·12 .. pril 116 and 61. 9 . 

DOI'OV .. tl 

Lt:s 
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NOT TO BE RE-tRANSMITTED 

8~j;l~~c~¥T SECfiET 
COPY NO, 

O?TEL NO. ?6? 

Information received up to 10 a. m. 14th August , 1943. 

Hediterranean. One of H. IJ . Submarines overdue and 

considered lost . 

2. MILITARY 
SicilY. 13th, 8th Army. Forward troops reached 

Fiume Freddo . Progress hinder ed by mortars and deep gul l i es . 

Prisoners now being taken very tired and depressed. 

7th ArmY. Randazzo occupied 0935 a . m. British 

Infantry subsequently entered from South. u. s . Troops pressing 

on to Francavilla, in the centre the area 4 miles E, of Ucria. 

Russia. Vyasma Sector. Russia, New Russian 

offensive some 80 miles II , of Bryansk has made progress in the 

neighbourhood of Spass Demensk 50 miles of Vyasma. 

Kharkov Sector . Russians have made fUrther 

slight advance and beaten off enemy counter attack in area 

Akhtyrka (60 miles \i , of Kharkov) , 

3 , AIR OPERATIONS 

Western Front, 12th/13th , 1247 tons on tlilan and 

2~0 tons on Turin, Amended casualty figure s at ltilan 4 missing 

2 crashed Turin 2 missing. 
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!!<IDfJI iWI Sf&IWt 
iJ, J. ,;t.C!Y:f 

onr;. n9• m 

COPt 110. I ?; 

I\U811M 
kLtuWJOIUl. 

lOth. SCHi!lll report«! hn COPfliiU,!lJ:lt aout.hbound . 
iodJ.ce.~"d 2 wttrehipu, probo.bl¥ riiW1TZ nnd tAJ·f'?DII in 

!W)lftl!!RANF.Ail. Out of 9.18 Dr1thh < nd 7'16 U.s. lAndinc on:t uood 
in i nlt.i-ol lt'.ocUnt,; on SICILY, ll Brit:.hb fl.n<l 1.2S U. S. oron. woro lout. loy enell_v 
ac:Uon ond woat.har. Photoc;:aphic reconl\llloeanc.o Gi:SOA al\01fOIS 1 LUt.orio oa.tt.lo­
IOh\p \n dry dock. Llttor;o 1o boinq ren•n•od IfALI • . 

~.A.,!,JtJUI'A-~. f:11t.il:L.'\t.ed mr.bor of U· boclto f'1I:1W at aoo. in 
4 tt.;·.JitiC •nd lifDiiLH .:x'h..Jf!; hAs ~"'';>..,C to 6!1. 

'lu:::~r of att.ae'c& bt: !lu.ll· ...S pro"'bly sunk lm 

ShoN bued •lrenJ't 20 .Urore!'t 7 
C.rr.lor-bomo n.irc.ratt s ilarohlt~e 2 
11\l'eblpe 1.8 

Poanlbl¥ ounk 1>1• 

Probably dorJ&god by: !. 1 ro l'8 rt. . 
i.'a .. otttpa ). 

lo1a·cr41'L l 
YoatliW.y <kl~'~"'roJ br· 

1-rorlt.fL 1 

fiU.h a. tow noto.blo oxccptions U- bost noro.l.o H cont.ly ro.JOr t.d e:hmtLt: tiiU'kod 
~ocUno at.t.r1Wt.ablo to het.''"'l lo~:~ses o.nd det.eriorol1on JJf aX>ru.le at. booe . 

SHIPPING C/;SU.IJ.1IES. Froa ?th to llth 4 lldpo roFI.od torpodood: 
l Brit.ich., l Greet. wnk 1n DIDLW OCs.M;: l tlon--., ..-Ja.n t.orpldood S.t. ot ~,.OHt; 
1 Brl~lab ouZilc otr BOIIt. 1 Britisb ahlp aunt ~ uronf~ in fDIDR su. 1 0. $ . 
ahlp o•ordue f"roa FR:lWtt'L! to CQl..(I.IB) oc.rlr J'\ll.J, problbl.J ftftk bt reider. Mor­
nctan t.anltor r •por~ !.nat woolt da.agod br "'-'> torpoclo •~ GIIIIW.TAR bocoDo to~ 
lou . U.S. t.a.nker report.ed. aiDed off C.kPE JOt arrhed 1n port.. DeapU.o :scalo of 
SleWan ope,.,Uont, abippi.Jl8 lo:;s•a 1n Jul7, all t.Mat.roa, report.Gd to dat.e at 
)Sl,OOO, .. _,.. onl.r olitht.ly abovo avongO tor ,JI'\Ivtoua 6 .ontht; KAt Q. .. borf.t.a ac­
counted tor 2.1.51 000 t.ono and a.lrcro!t. tor 106, 000 t.ont, chien,y in MEDI·rERRIJU:t.N . 
Orlly ttbout. ono .. ttrt.r of t.oW lost. in North AnJI.Ntrc. 28 ocoon convoyo arriw;)CJ 
deat.lnat.lone wit.bout. loee. 

' ~. l o porta in eonvoy lnt.o UNtri!:D KIMOOC.. 1r0ek oJndine 7th -
1,06),000 t.ona, lllcl\Xllna: VS,OOO cU. By lat Au~.o-uat., HAMBURO had boan cl oar od 
of •bout. 200,000 t.ona of abippine;, lo11ving o.bout. S91000 t.ona damngod, laid up or 
unclor ropt~ir. 

l . Mll.IURX 

lUlU· c;.,.,., dlvisiona b>llovod dbpoood opproxllul.ely aa Col '"'· 

roe and b.ol of It41¥, o.ch 1 N.vtolcm 
HAPL!S &.!'031 put. 1 dh1e1on 
Jat£.-.:~IiltA era, 1 - 2 dirlaiona. 

llazlr r >port.e of ~p :.IOY.:.aoot.a 1"rca fRf.JiCE t.o tt.a.l..hn-occuplou 1000 anJ. to Gort.l 

It&lt, • hlch lHd t.o t.hl CO':lclu3Jon th!lt. t.haM •1'.) JOUlblJ .) - 4 C.Jn--AD r11rle..~on.:. 
ln t.ho for~Mtr and l 1o t.bot l&t.wr aroo. 

I!!JII!O.. s- 1nd104~ions t1> ~ lapon••• lnt..ncl nida 1n ;;outlurn 
CHn~ H11.1.3. lii'"7.'RTJWI, n.1.U·.roa &nJ coolioa Uol.n._ drlv«n .,.,...,. b:f Japtlll .. JCt C'r<ln 
t.t.. UNOD.,~l. and Kor t.h \"'ft CO!t.1JtJJ.l &NIIIJ.G1 1JOsolbly lndtc,.t.tf\ .. eupply shor t,..>g..-. 
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llit;bt.. Out. ot 21 224 10rU .. ~ )? at.rcratc. are Diaal.n,. 
HM•1 a Uae.U oo t.lliO<red •e·ry euccetat\11 e.nd MUIUlmEAC boUGY41d DOd era t-al) 
eue:uutul . In ot.Mr n.idt on GDiOA, taW twice, tuRIII t.wlce, boeb1ng "ffrJ' well 
conc:ent.nu.td. NotA t.bat. O.rr.en cla.iq or Allied aif'ON..tt. l01t. 1n ncmt. r aids oo 
ESSill, IWIBUJI:O IIIII RDISCHtiD ndoi.T oxaqora tod. 

d~W~~~~;..,1!Bea1des ver1 ht &Yf and auccourw. reid on ne rall-
ny cont.ro1, at HAPL£S bombed, aa woll •• airtlolda nnd Cot1CJI.Ul1-
cat.1ono in Sout.horn 11ALr. SICILY, MESSINA and adjacent bt~cbo1 chiot target. 
In 6 Mjor roida, 8~9 tono boebe droPP«t. Bomboro Md IIChhro IIGJ.nt.ainod inton­
aivl clolt support. or J\lllt'd Und forooa, attacking e:noln¥ aoo., rood and ra.ll coa­
eunioationa , aa woll as OrtOQI poa1t1ono and N.1. conoont.rat.iona. Corman long-range 
bombina ohowod markod doolino , oonoiotins of only 3 n1Cht oporot1ono •Biin•t PAIJ!IliiO, 
t.tJOUS1'A and BIZERTA roepect.ivoly. Very amal l effort tor lont~-rnnst:~ boabor force 
available 1n CentralKEDlfDU\ANF..AN o.nd ta.lluN t.o koep up oporationa 11 not.oworthy. 
Rn!d on BIZERTA woe eoaplote failurG. lntfticlonoy of tho contldorable Gcroan lont­
ratllll bocnbtr foro• 1n MEDITERJWU!AN 11 1t.1 uin chat'octor11Uo. 

~· Ruuit.r~ Air torc:o st-ron£11 .upport.ed their sJIOQnd forces in 
W /JlSk and ltHARXOY aectors and ere perlodieU11 in auporlor at.Nngth in the area 
of tholr orton.ivot. . ... 

C.:ru.n air Coree is probablJ Sllff•rin.c tn. l&elc. of r .. orw .. Uld 11 
ccc:polled t.o aove obout. ita air torutlont to t.broatenod eect.ora. 

4. gx&Cf8 lip! Pl10!1lGl!AP!!IC AND INfl!LLIG!l!C! ReyORI§ OF ALL!EO AI~ A'l'rt.CltS 

IW!'H&J~. 9UI/l0tb AUtl\lOt. Pauqor IUld r.oodo otationo both hoo.V11¥' 
d.,.gtd Md otill burning next day. RaU""1 outhorit1oo at B.\.SL£ ukod to sond all 
available p&lltnctr coaahoa tor ..acuatlon purpoae1. 

port and 
dlvort.od 

~· Swedioh Ol\iJl# h.e.ve bten forbidden by Gome.na to enter the 
h.avo botn 41vtr t.od to ~. Gumr.n 11\ipa IJ'Id coal tHtfic by rc.U oleo 
t.o BIU:)lEtl, wblch is reported congeated. 

bttn hit, 7 
In Ar ado AlrcrD.tt raot.ory, 18 bu.Udint• out of Z1 have 

badly d~Jlolged. 

VILLACOOBLAl . U.S. day at.tock roportod vc;ry tucceaat\tl. M.t.n.t aizo... 
cratt, inoludinl F.W. tig:hWra, bQrnt t.nd larc• qUAnt.lt¥ of apnroJ dtet.royed. 
Cuualt.itl U0rt1 t1dll..S Gerasn QeehMlca end t.echnlcl.onl. 

w;mn. ill 4 soet1..,. ot ch•ICAJ. -· hoarlly hH om certstn 
pl&nt.l dt&l to t.bt opero.tlon or tbe work.a han bHn d.f..na.aod, 

~· tttocka 14tll/1St.h, lSth and l71.h July. Vor1 h•-.y daooge 
lo •r•Mlllnc ya.rda And: eont.nll station, ~ 1n 1nduatr1tl aroo• and ruel inlta.ll&· 
t.10C'II. Much daoaa• to ar indus~, •·8• Ropl An«t&l, ltrtda Workl, torpedo Vorfce, .... 
S. 110!!£ SECUIUTX 

No civilian c4aualt1oe dur1na period. 

Lf "' i ., N . 
4 

~ ... ~ J; ..... ... 
;:o 

!!! 
~ ..... .. Oe< !5 " ~ .... "' ::! • 

<> 'i ::! 
~ .... 
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OfhL No. 268 

In!ormaUoo rocei•od u;p to 10 A.~., 15th Aucuat, 1943. 

l. l!Aw. 

On lOtb/llth Deatr oyera oporatocS orr tho Col4br1o.n and Eaat 
Sio1lion Coa1t.1 a.nd in tho Streits of (iES&INA., no CtiCftlY aurfoca ~.~nita ut. 

On 11th/12th 3 U.S. Destroyers oporotod in tho Oulf ot 
POICAS1'RO an4 on tho followin& night Cruiae:ra and Dcat.roytre carriod <"Jt 
awccpe ott tho taet and t"eat Cc-aata ot the Too ot It.a1.1. No onQQ' turtaoe 
unit• •oro .ct. 

On l2tb Ono of H.L.. Cnd.aua an4 one ot H .... llonit.ora uitb 
Dtat.r~re and 1 Duteh Cun Boat. encaaod obJoct.1Yca en the r16;ht 1'l.Lnk o! the 

Sth 1.noJ. •• -
2. MJLIWX 

lWUI.l· 8th J.."S¥. OUr troopo oro .,. ootrldo tho Filii!: l1!!:llOO -
RANDAZZO Road and arc proul.ni on t......So TAJP.ii.!N4, Tb<7 bon oopturecl 
LIOOU.IDLOOSA . 

7)b Am. U.S . t.roope en mck.l.n& tor NOVARA and fUrther 
nortb French Morococ.n troopo or e aoppina up, Tho advonco oa a whole both 
inland and on tho ooost ia boing ocri ousl,y dolo.yod by miMa, dt.mnlit.iohe 
and obata.cloa. 

3. IJ.R OPl.R.\TIOt§ 

m~ f!!O!!T; l4t.b/1Sth, 176 oi.rorort oont out - U J.o.N 140 
Lanocatcr1 (2 miuifti 1 BrRLIN 7 J .. osquit.oee, Intrudora 25 (1 (..nGW)" dror att 
dutrc,7<J4) anti•ohlppl.ni 4 (1 '"- oirorort ond l B-boot dostro7<J4) . 

Pral.1a1nQry Scporta - WIW. Att.cck CODC,D\ret.c.d and success· 
tul, Piroo tr.. proYiO\IO ott.cck otill b~JrninC, ,9ofooc<o UeJ>t, no sellZ'Cb· 

l1tJ>u. s- - ,..., to roll 1o tbo oootro or Brc,da J.n;oaont ron... 

BBW.tf. .ut c.ircre.tt. ettockQ! 1n cloor woot.bcr. !hare. voe 
no ant.i·oil'or-o.tt. t'i.ro, aco.rcbl..1cbta or ~noiiQ' oJ.rcrott.. 

1l'.Aiol· 13th. RCIII:. A tot.c1 of 274 fl>rtr<>uoa, Loroudas and 
IJ. tcbollo rl th LiiJ>tnl.ni oocort drcppo;<l 450 tobo on rc1lvo7 centres. Prc­
llo1noey pll<ltocropbic iotorprc,t.ction showa INCh d ... rc to tr\lcka c nd rollinc 
et.oclc and hlte on b\l.ild1naa and brldcoa 1n tho tarc<.t or'\oO. No cppo.rc.nt 
do.IIICICO to lil.njor historic buildings~ Caa""lt.i<ll - '"G&.Y 5, ill, '* 2 Lcroudera 
m1aaJ.nc. 

4l§Il!.IA. 13th, l22 Liboratoro boclbc<! on ci•crort tnotoey end 
Airorort o11~mb!¥ plant ot VIENNA/N!l1STAD1', 20 mil.u aout.h or VIrNNA. ln­
oomplotc r oporte ind1cot~ thatQJ~borotor ali&htod in tho eoo off ScutkRI and 
th" roooindor lnndod sercly. 

ll.lll&l!lo\. Photogr0phs of PI.OESTI )rei ohw h<CV)' domago to 
oU plo.nW o.M atero.ao tanks in U.s. attack on lat. 

ll!ll!1tl· l2t.b/13th. Ruuian 101141 ••118<- l><aboro attoci:..l 
roUwcq j\mct.iona ot POL!.VJ. tor the th.1rd auccOn~•' ni&bt and JUU.StiO"'JJUD 
tor tbo eocotld nicht. Both obj,etiYCa r.~.r, htt. ~. 
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l.!&t.wrs discuued wi Ul the Secrctery 
a t hie hCOio in 11 ... York 

01\ !.U(.'IlOt. 16, 1943. 

1. l ini'on.eu the Secretary that J..r , Uuru> hod tal ephoned on 
~riday to say that he had recei ved an aide 11181110iro from the British 
Oovenunent proaenting the Brit i s h view tu soud to \loshington not 
lat.,.. than the first half of September a dole[llltion of s enior 
of!loials capable of dealin0 with economic r.llltters covered by Article 
7 including monetary policy, international investment, the re(,Ul.at ion 
of p riJ:IalY product& and commercial policy and askin6 whether there 
Ttould be any objection on the part of the Unit.eu States Ocvernment to 
their proposal. J.:r, w.nn said that t.r. 111111 ttanteu him to clear bis 
reply with Secretaty Lorgentheu. J.:r, w.nn quoted : r . !lull as saying 
that ;., would want the British to continue theh· aonetary discussions 
with tho 'J'rcaeur; """ that he wou..Ld l11111t Ule Treasury represented on 
t.be cOCillitt.ee that would discuss the cowerci al policy and re(;Ulation 
of priJ:>ary proclucte . !!r . liull said that he hoped that hr • . rnite 
would be able to represent the Trcasur,y on these eattars. :.:r. lAlnn 
said that the matter was urgent and hoped that they would be able to 
clear 1 t over the >reek-end. The Sect'Ota1':f read tJ1e proposed reply 
nnd wanted the pht'ase 11a t leas t in the first. instance" deleted frc:n 
tho lost sentence of the third para;;raph . (CoP>< o£ tile aide memoi re 
and tJ1e 1-oply is nppended. ) 

Upon 111)' retum I infouned J.:r. Uunn over the telephone that the 
Secretory approved it with the deletion of that phrase . i.:r. lJunn 
aaid that woul d be perfectly all rit;ht and tho phl'8Se would be 
<leletod and tho nnSYrer would go forth. 

2. Lend- Leasin,.; of 100 r:.Ulion ounce portion of silver to India . 

I infomed the Secreta1y t hat Sir !.ecil Kisch, D:onoc::!.c ndviser 
to India \. as pressing us tc &et a deci sion on the 100 mi.llion ounces 
ot sUver. I said that the reports indlca1.0d t hat the price of silver 
in !Min hac. !ellen subst.antiaJ.ly aurin;; the laet couple or oonths 
and thnt there fore the si t.uation was different then when we appeared 
betoro the Special Silver Camnittee to get the ir approval 0<1 the 
transaction. I suggested thet Tre might wait nn<l see what happens to 
the e1lver market before doing anytJ11% further. Tho Secretary said 
that wo ought not to give them the silver 1£ the price of silver was 
!ailint• He said tl1at we tihould wait and oee what devolopa . 

3· Lend-Leasing of silver to J:.'thiopia . 

l. inronnocl tile Secretory of tha ·<liooussiona •'lhl.ch have been going 
1'orvtard with the S tate llepartnent and Lend- Lease with respect tc l cnd­
lusins of silver to !Wliopia. I said that the State !Joparm ent was 
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ver-; desirouo o! 0\IT agroei.nlj to lend-loaeing the silver for polit ical 
re~sona . I in!omed t.ll<' Secretar3 ~t Ethiopia did nooJ t he silver and 
that on economic <!l'<>UndS tho lencl-leaoinij of the silver \'IllS justii'ied 
thou;,)> b'th1op1a YI9Sn It particular .ly a uoo<l risk . I aslced the Secreta loy 

if"" wero to receive u fomal iet tar .1'1'010 the Stete Dopartment requost­
in" us w ag1"e to the lend-leasing of silver if it woul<i be eatisfac­
wr,y to hlJI and h8 replied yos that if the State llopartAent uanted it. 
a.~d we &t>"l'OOd that I::thiopie needed the eilver coins r;e ahould go ahead. 

4. I reported that I raq wanted to lend-lease silver and that eo 
in the case o£ l\'thiopia tho State Dopar ·b1ent .,,as eall•r to have us go 
ahead ''iith it. The Secretary replied that if the Steto llopartment vn"<>to 
us to that effect and the D.r.>Ount was reasonable "e should GO ahead. I 
explai.ned to the Secrotat') tJlllt the r isk in this case was oven greatar 
tha.~ in h'thiopia bolt he replied that 11' the State Dopartmont mmtea 1t 
for politicai r easons and 1.1' Lend-Lease W8S satisfied to make it then 
tile Treasury outiilt to roca:wnand it . I told the Secretary that i.:r. Gunter 
was on hi• way and would eoo the i(ing or I raq at the roquost of the 
Stete Depart.o>ent and would discuss the oil vor matter \11th him. 

5. I apol:e to tho Secretary a,;ain about sending /•dlor to India 
for a few treeks to report on the silver and .,-old situation and he eaid 
all rt&ht go ahead. 

6. I infon ned the Secretary aeout the increaainu pressure from 
Lend- Loa so nnd State to rcelUlmine the old question of tho Ur i tish 
dollar poai tion since both those aaenciea appeared to be in fa•;or of 
letting tl>e Brttish have more gold and dollar ba.Lancos . I asked him 
...tlether he thought it mi.)>t not be dosireble with tno Prooident 1 s 
&PJ>roval to bring the ll&tter up before the Con&ressional Cotlllittee 
inas:>:Uch aa I felt that hie coo:r.Utt>enta to the COIIZ:litteo precluded 41111 

mo1-c liberal gr-.nts of doller aid to the Br i tish llithout Congressional 
consent. 

The Secrotary replied that t.'>e President had already a greed to 
tbe policy "'cocr.>ended by the various Cabinet menbers and that we 
should atl.ck to that ,..,..,rondw:>. If tho Stata uepartment now objooted 
to the ac rced upon ;l<)licy then it was up to the State ~.Apartment to 
raise tho ieeuo in auch vray ae would be necessary for the President to 
settle it. Until they miaed the issue 1n that manner we should 
continue to abide by the Prcaident 1 s memorandum. I pointad out that lt 
would be very difficult to roduco tho dollar assets to the level tl>at 
the Presioent 1 c m&orandum indicated 1! tJ>e reciprocal .Lond-lease finally 
granted 'by the British on the rmr =tarial parcilases wore to be no 
creator than appeared to be the case a t this time. The Secretal}' replied 
that wo should do our beet to keep tho doller balances down . 
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7 , I in!omed the Secretary that tho io<\ltch l.>Ovenment wanted to 

bori'O\t 47 nUlion ounces of sUver for coinar;e pu'1)088D so that they 
would have silver coinS reedy at the tl.ll\o of tJ1o invasion. I told h1lll 
thut tho /U~ oal.tl tJ1at they favored that r.:ove if it. would tend to 
increase tho llorale of the Dutch durins our opera tiona there . 'l'he 
secretal'/ said that he did not see t he wisdom ot this time o£ Jna~ing 
any co:nr.~itment on that matter and v.e should just wait until the Dutch 
proooed hurdet·. Then we could reelCDJlline it. 

a. I epol<e to the Secretary a. ein aoout tile 101111 to Iran . I 
aeiu Tie had spoken previously about lllBkinC un nrrangcment with tha 
I1'Mi11n Oovernoent rtith &Old as collateral so that we would not be 
tektn., any risk and that ne had now cleared it trith the State JJepart­
.,.nt who were very eat;er to have us lll8l:e such an ar..angeoent. '!be 
:,e<:1..,tar) eskod how a~ch they had as;.ed !or. I sal.cl they had !irst 
aokoa for )0 JOtilion and then 50 and then bS llill.1on ami the Secretary 
eaia •uell let• a five thcCl e.s lit.tle as we have to, !,)()or .,).0 m:il.l1.on 
n th tho understanding that we should have ~;old as collateral against 
the rials which Tl'8 had to buy, • I told niJI I was not certain the 
I rnnian Oovem1went ltoul<i accept the GrraJl&OIIlent when they understood 
all the details but I thoug)lt they might and \Te would go ahead with 
t he neuotiat1ona. I told the Secretary that tho State llepartoent was 
eauor to improve our relations with Iran becauoe of the oil resources 
in Iran. 

9 . lro spent some time in goinu over the reviood proposal fol' the 
intemotional stabilization fund , I opoke of tha Seoretary ' s seein<! 
the Conc:reoa1one.l Cormnittees attar Conureeo convened and the Secretary 
sai d yoa that he ,.,uld wattt to do that . I also sug11ested that ,. call 
a a:eetinij ot Eccles, Jones and possibly Crowley to infonn them about 
tho proposed publication o! the rov1eed draft and to get their approval 
to •o llhead with a technical stud¥ o! acme aKoncy to provicle long-tam 
credit. 'i'he :lec:-eterJ tolo ""' to call a a.eoting for ·.;ednesclay =rnins 
in hio office . 

I told hill that I had been invited to speak be!ore the .·ecleral 
• ..eservo llanl< directors of the !Jiddlo .. eat in Chicago with BOlle Canadian 
and Brit ish opaakers on the stab111zation plan. lie expressed tl1e tbouc)lt 
that I should euroly go . 

5?. 
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DSPA!m!EIIT 0? STATE 

lln:OiWIWJ.! 0? COIN...WI<TIOII 

DATE: August 4, 1943 

PROPOS!lD &lCPLORATORY TALKS BET.n::EN U, S, AIID ll!UTISH 
OFo'IC!ALS 

SJ::CRETARY ()!;' ST&Ti:l HULL AND Tit.': BIUTISH Al$JISSADOR, 
LORD !W.IFAX 

The British Ambassador called at his roqueot: 

lie handed me lUI ~-me::!oire, of Yftd.Ch tho att&CI\c4 
• 

is a copy , I thanked him and without 1nt1mat1nll any 

attitude said the matter "'ould be given early and earnest 

attenUon , 

C.H. 

S CH:IJA 
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S3CIL1' .IJ!D CO!Ir'!ll.:!i::TIAL --
A l DE-~IEIJOIRE 

In November 1942 the Uni t od Statos Oovorrunsnt in­
rormod Ilia llajesty 1& Oover runent t hrough the Unitod Stat e s 
Amba.esador i n London that they looked forward to informal 
md exploratory taJ.I<s With r epr esentatives of Cr oat Britain 
and other powers in accordance With Article VII or the 
l,;utuaJ. 1\id Agl'eoment, and invited 111• l 'ajesty 's Oovernment 
ei t her to send a delegate for the purpose or to nominate 
8 01<0 m.eeber or the Bri t1sh EhbaeO)' in i/ashin<;ton to repre­
sent th.,.,. !'.is l'ajesty•s Oovern::>ent at the tice ncainated 
Sir Frederick Phill1ps and J.:r . Opie for this purpose but 
did not othel"'fise pursue tho United St ates aumestion as 
discussi ons of some parts of the sround covered by 
ru-ti cle VII viz . 110netary policy, were already in progrB$S 
llhile other parts were tel t by l!l.s J'ajeaty ' • Oovern!llent to 
r <tquiro oomo prelilllinary study on their part. 

llavins n01• been able to corry further their examina­
t i on of ths various topics , Kis J:.ajesty ' s eoverrunent feel 
that tho mooont has come t o initiat e with t he United States 
Oovornment informal and exploratory till ks on the whole field 
covered by Article VII and that it is impor tant for these 
talks to start without delay. They are strengthened in 
this viOTt by the r epeated r equests r.:ade by some of tho 
Allied Ooverra:>ents 1n ex:Ue for a lead by the Unit ed States 
and United r.ingdom. They s ee grant advantage 1n handling 
the essent ially inter-related r:attera covered by Article VII 
as " coherent whole . In pursuance t herefore of the United 
s~ates augeostion mentioned in tho precedina paragraph, 
they intend, if the United States OoverN~:ent ace no objec­
t ion, to send to .Tashington not later than the first hslt 
or September a delegation or senior officials , led by a 
Pa.rliaoontary Under-Secretary of State, llhich would be 
capable or dealing with all these subjects and i n particu­
lar monetary polley, international invest.nont, tha regula.. 
tion ot primary products and commorcieJ. policy . His 
l 'ajosty •s Government sugeest that tho firs ~ object of such 
talks should be to obtain br oad United States- Unit ed Kingdom 
ARr oornont on an or derly agenda for thO discusoton or 
Articlo VII . His !!ajosty's Oovernment continue as in tho 
past to r e gard as of tho greatest ilnpor t~~nco tho attainment 
or prior agreement on such mattora between tho Unit ed States 
and United Kingdom eovernments before they ar o discussed 
i n a wide internati onal field. Tho proposed del egation 
would also be 1n a position to push further tho t al.ka on 

monetary 
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monetary policy which have a!. reaey begun eo u to pave 
tho "8// ror a general monetary conterence which mi&ht be 
foll~•ed br further international conferences on other 
post,•ar monet ary and economic problema whioh call for 
solution. 

llio Llajosty' s Government wo\lld be glad to know whether 
this sullllootion wo\lld be open t o any objoction on the p11rt 
ot tho linitod States Government. It not, they wo\lld 
proceed to nCIIllinate t heir delegation f or thwith . 

.. it.shinston, D. C • 
.<ucuat uth, 19la) 

55 

• • • 

Regraded Unclassified



ca.ref\ll consideration has been 6i von to tho Aide 

L.omoire which Viscowtt Halifax left 1'11 th Seeretacy Hull 

on August 4, 1943 in r eeard to the proposal or His 

t o.jeoty•o Governncnt and the United Kingdcm to send to 

rlashington not later than the J.'irat hall.' of Septe~tber 

o. delocation of senior officials to initiate With 

ofticiels of the United States Government inCon:al and 

exploratocy t alY.s envisaged by Article VII of tte 

Lend-Lease Afreecent of r'obru ary 23, 1942. 

It is noted that the British Governoent susgests 

that tho first object of such conversations should be 

to obtain broad agreement betwoon the two Governments 

on an ordorly agenda for the discusoion of Article VII . 

'!'he A:oeriean Government is in accord with this suggestion, 

and it likeWise shares the view of the British Govsm:nent 

concerning 

Dopartment nf State , 

\laehingt on, 
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concoming tho great ill'.portance or the attainment of 

prior aarooment on such ""ttors bet~<een tho Amorican and 

tho United Kingdom Governments befor e tha,r ore discussed 

in a •ldds i nt er national field , 

It is the viaiT of tho American Government that it 

would be preferable t hat the conversations on monetary 

policy continue in the existing channel; that is , in the 

~nited States TreaSury Department between repruentatives 

prir...arily o! the two treasuries. It ia alec felt that the 

Treasury representatives should deal at least in the first 

instance with the subject of international invostments . 

The AmOrican Government is maldns the necass &JP;Y 

arrlll'lgomonts for conver sations on coom~rci&l policy, t he 

rocuJ.ation of primary products and rellltod topics t o take 

plllce in the Department or State and will await with 

pleasure the arrival of the British representatives. 

PAtU: JCD 
Eu 1 HICKERSON :EJD: ACK 
SA:l.!r , Pasvolsey 8- 13-43 
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( 2) 

SuS{;estion that ell ne,Jsoaotcrs ab;:oed us e 
material in their daily round-up r osnrdin£ boys ' 
in the service pe.rtici;>etion in the war bond _ro:;r am 
bes boen requested -- the euggastion was n:ede that 
we mention this to the heads ot the broadcasting 
comlJenies when they ere hero on Thursday. 

Posters on t he Pr esident ' s billboard will s t art 
on September lat . 

( J) These boards ... 1111 be sent abroad and pictures will 
be taken of them baing erected in foreign theatres 
ot war and returned here for use during the drive -­
also pictures will be taken showing soldiers at the 
front actually buying bonds . 

(4) The Army has tentatively approved the airplane 
schedule for September. 

( 5) For the Wednesday luncheon L!erlt 0 ' Dea, representa­
tive of the Meritin:e Commission, H. L. ~inn, heed 
ot War Productior: Labor A:anego111ent Drive, represent­
ing V:sr Production Eosrd, Col. Dupee , the J,rn:y's 
Chief Incentive Officer will represent the Arr1Y and 
the Army Air Force. Capt . Reed-Hill will represent 
the CoHSt Guard and Chester LaRoche representing 
the Advertising Council end Palmer Hoyt of 0~~ bave 
ell accept ed. 

(6) Check Hoover wire. 

(7) First answers t o Secretar y ' s wire on plant quotas. 

(8) Transcriptions have been msde on Senator's and 
Congrea~en •s speeches for uoe in their home states 
during the Third "¥t"ar Loan . 

Augus t 16, 194J 
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TREASURY DEPARTMENT 

INTIIt OP'I'ICt; COMMUNICATION 

..... Augua t 16, 

Secretary Worgenthau 

Wr. McConnell 

Attached is a list of fifteen names, most of 
which were selected from the panel which I sent 
you with my memorandum of August 11, 1943. 

The list has been sent to Mr. D. W. Bell and 
Mr. Harry White. I showed it to Mr. Baruch end 
)l(r . Lehma.n. Mr. Baruch knew ell but two or three 
of the men, and thought they were able and would 
be helpful. He suggested Mr. Jamea Bell, Chairman 
of General Willa. Mr. James Bell was on the list 
attached to ~ey memorandum of August 6, and could 
be substituted for Mr. Moffett or Mr. Adams, who 
are also concerned with food processing end dis­
tribution. Mr. Baruch thought that Adams end 
Moffett were equally good. Mr. Lehman knew three 
of the men and thought well of them. 

!~convenient , I should like to see JOU for 
a few minutes Tuesday. 

Attaclment 
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James Adams - Pres. Standard Branda 
Hugh Baillie - Pres . United Press 
M. J. Cleary - Pres . N. W. Mutual Life 
Don David - Pres. Harvard Business School 
E. L. deGolyer - Oil Producer 
Walter Gifford - Pres. A.T. & T. 
K. T. Keller - Pres. Chrysler Corp. 
R. B. YcConnell - Treasury 
George ~offett - Chm. Corn Products 
Bayard Pope - Stone, Vlebater & Blodget 
Carlton Proctor - Consulting Engineer 
Barry Rogers - Pres. Brooklyn Poly. 
E. C. Sammons - Pres. I ron Fireman Mfg. 
Emil Schram - Pres. N. Y. Stock Exchange 
Tom Smith - Pres . Boatmen's National Bank 

N. Y. 
N. Y. 
Wis . 
Mass . 
Texas 
N. Y. 
Yich. 
Va. 
lid. 
N. Y. 
N. Y. 
Brooklyn 
Ore. 
N. Y. 
Yo. 
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August 16, 194.3 

MEMORANDUM FOR THE SECRETARY 

SubJect: F1nano1al oon~1tion ot the Bell Alrcratt 
Corporat1on. 

Mr. Sperry ot the Bell Airoratt Corporation eei~ 
that the company tacee tvo threats to ite continued 
financial solTency: 

(l) The riek between now and the end or the war 
that certain i t ema or expense incurred by the company 
in the expectation that t hey Will be reimbureed by the 
War Depart ment may be denied reimbursement. 

(2) The rillt that when contracts are terminated 
at the end or the war, the working capital or the 
company will be exheueted long before the amount or 
reimbursement is decided upon and pald by the Govern­
ment . 

In eupport or the first point, Mr. Sperry aaid 
that the company • a Toluae or buaineas ie now running 
at the rate or $200 000, 000 annually , I ts net equity 
working capital ia ,},000, 000, ot which one-halt may 
be taken away by renegotiation . Mr . Sperry preaentsd 
the viow that oontingencies or various kinde , including 
the dieallowenoe or intereet on debts and or certain 
other items, might wipe out thie working capital. In 
194.2 nearly $SOO, OOO or expenditure items were d isallowed. 

In aupport or the eecond point, Mr. Sperry said 
that under . a War Labor Board ruling the company muet 
pay a ten-day dieminal wage, the ten days being the 
period during which the me t hod or lay-orr ia to be 
determined. The accruals or amounts neoeesary to pay 
this diemiesal wage are not allowed as tax deduotlone 
or ae proper chargee under War Department eontracta . 
In addit i on the company might be rorced to meet other 
parte or its $61,000, 000 ot current liabilitiea . The 
total tixed end t he working capi t al of tt.e coupan.y 11 
$1},000,000, or which about $2,SOO,OOO ie in f ixed 
a~eeta, $5,000,000 in deterred oharges or Tarioua kinde, 
and the balance in current aeeets. Mr. Sperry eaii the 
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company should not have been obliged to carry the 
deterred chargee out or ita own capi tal , He even 
seemed to think it regrettable, although neceeeary, 
that the company have any fixed assets in ita own 
capital, 

Mr . Sperry did not complain about the earning 
situation or t he company, The company's earnings 
before taxes in 1942 were $23, 000 000 and amount ed 
to $51 4oO, OOO a f ter taxes . In 1941 the proti ta before 
taxea were $11,000,000 and the profi t " after taxes were 
$3 000,000 . The capital or t he company on January 1 , 
1940 , was approximately $5,000, 000 which h&a been i n­
creased to $1),000, 000 out or earnings, whi le $700, 000 
were paid in dividende i n 1941 and 1942 with $350,000 
being .paid thus far i n 1943 . The business of t he 
company in 1940 totalled $3,0001.000 or $4,000 , 000 as 
compared wi th $46,000 ,000 in 19~1, $130, 000,000 in 
1942, and a rate or $200, 000, 000 at t he preaent t ime , 
The War Department consider• the 1942 profits too high 
end ie asking ror a return or $8 ,000,000 before taxes 
which amounts to $1, 600 , 000 after taxes , The net 
profits after taxes and renegoti ation thus amounts to 
approXimat ely 3 percent or ealea, 

Koet or the bu1ldi nga and equipment being used 
by the Bell Company are the property or the Federal 
Government , All or the airplane contracts and some 
or the other con t reote are on a coat plus fixed-~ee 

baeie , 

Kr , Sperry said t hat the prospects ror the company 
after the war lie in four directions: 

(l) Military planes . 

(2) A helicopter whi ch he aaid i s about eo far 
advanced as the Sikorsky helicopter, 

(3) Armor euch ae t he machine gun mount , 

(4) A bomber whicb i t i a producing at the 
Atlanta plant , 

I am not clear whe t her or not he had in mind trans­
forming the bomber into a commer cial a1rplone, 
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On the record, the Bell Aircraft Corporation hae 
prospered very vall during the var deepite the exceaa 
profi ts taxes . The company vaa incorporated in 1935 
and apparently made little money until the var. During 
the vor it haa 1ncreaaed its capital greatly vh1le 
paying substantial dividends and hae relatively little 
fixed capital of ite ovn to incumber it after the war. 
On the other hand, the company is operating on a 
relatively small eQuity and i s peculiarly eubJeot t o 
the risk or a large volume of buaineaa . I vas not 
impressed by the risks that are l i kely to be run 
between now and the termination or oontraota, but 
believe that Mr. Sperry 1s right in indicating that 
t he company could, through no fault or its own, become 
i nsolvent 1n a very short apace of time unless some 
system of terminating contracts ie developed vhich 
vill permit the retention of working capital by the 
company. I doubt 1! t h la 1e a tax problem 1n any con­
aiderable degree, but we are studying this general 
problem to see if anything can be done to improve the 
postwar prospects or a company i n t hia type or 
e1tuation, 
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REPORT TO 'l'liE SECRETARY 
Oil l!AIIPO':'I'ER I ll BUFFALO 

J..e.wrence Bell, cr Bell Aircraft J.n B utf alo, reports 
that hl s production is falling ott beoauae he i a losing worke r s 
a t the rate or SOO a month, and is no t permitted by the l ocal 
Mr.npower Oonuni ss i oner to hi re ony replacements , except over­
aced, crippl ed, or ot herwise r e j ected worlters . There is a 
limi ted number of these, and there are few product i on jobs they 
can do . 

He points out ;hat he is now 300 men short in the Niagara 
Fells plant a lone. By December }let the Bell organization will 
lack 5, 000 ot having men enough to )!;U!lTAill present pr oducti on 
s~1edulea. Tne army has asked them to increase production, and 
if y~u fiture on the production increase, Bell ~ill be 10,000 
men short by December }let. 

Bell Aircraf t has tewer empl oyees today than they had two 
months ago . To help thi s s ituation, Bell i s moving one ot its 
major operations to New Engl and, but now the l ocal uanpower 
Co~~isalon ia endeavor i ng to make Bell· give up those employees 
>?ho have been working on this operation, instead of letting 
them fill other vital jobs at Bel l , 

The same s itua tion e:<iats i n the Buffal o CUrtis Wright 
plant. They report that they wi ll lose 3, 500 young boys to 
Schools in Sep t ember, end there i s no 11ny of replacin6 them. 
Curtis 'Nright will be at leas t 3, 000 men short b:f the end of 
the yeo.r 1t' they a r e to maintain present schedules . To step 
up schedules according to their instructions, they will need 
6, 000 men . Figuring turnover nnd the draft , this means, they 
report , that they should hire awrox1:nately 15, 000 people to 
get the 6, 000 steady workers, but a t pt•eaent 1t is illegal to 
!lire any. 

Ur, Bell says the pr oblem is caused by the !'act tha t the 
local Uanpower Comclssi on has dropped the aircraft ~utacturers 
err the priori ty list, and they will not be permi tted to hire 
~nyone until the local f oundries get all the help they need. 
Aircraft manufacturers have priority on the national lists, 
but not on the local Buf fal o list. Bell stnt es tha t the local 
commit t ee who makes the rules t or Bui'talo has no aircraft 
representative. 

Bell says that the war effort is actuallY l osing a great 
::10ny people through thls ruling, eince ~ can get hundreds ot 
locnl people t o tiorlt full or ptll't t i me on a trcrat't work but 

..... • 

Regraded Unclassified



- 2 -

t.'le se peopl e obviously will not work ln a :t'oundry. l'rnen these 
peopl e a ro tol d by the Unlted Sta tes Employment Service they 
must wo rk ln the f oundry, they simply return horne and work no­
•·nc ro. Bel l al so sta tes that people who ore not strong enough 
to be hi red by the foundries are not released to oircraf t . 
Tnoy may notually be rejected by tne foundries and are not able 
to get othe r j obs. 
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Plnnt 

E:xperi-nental 

Eli!wood 

!:ts;·l!rs Falla 
Asae:~~bly Plant 

~ BOI1D FACTS 

a:::LL AIRCRAFT NIAGARA FROI:T I.e:R DIVISION 

Total No. 
Emol oyees 

1 , 730 

18,402 

10,877 

No . Enroll eo. 
in Payroll 
Savings Plan 

1,636 

17,615 

7,510 
- - - -

Tot a l 1. of 
ii:mployees 
Subscribing 

94. 6 

95 . 7 

70. 0 

Total Base Payroll :or the :asta ra Frontier Division 
Total Deductions for llonth of J uly 

Deo.uctions Percent of Payroll 

66 

Deauctions as a 
~ of Total Base 

Pay roll 

10 . 5 

10.2 

8 .4 

$5,568,100. 00 
i 545,125. 00 

9 . 81 

The Experimental Plant r eceive.l the "T" flag on August a, 1943 . 
The Elmwood Plant will receive t he "'!'" flag on Augus t 16, 19'13 . 
An aotive oampe.i gn is now in progress at the ili aga r a Falls Plant whioh 

should qualify it for the "T" award within the next month . 
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Dear Jiu1e: 

Referring to the Secretory's letter of 
laot week forwar ding a aeaorandua from Preston 
Delano, Coaptroller of the Currency, on the 
Detroit bank situation, I aa enclosing tor 
your intoraation a clipping from the Detroit 
Free Press of August l~tb which carries a 
story about graft in the Legisla ture, together 
wi t h copy ot a letter of the eaae date to 
Yr. Delano troa V. P. Lovett of the Detroit 
Oiti?.ene League. 

Sincerely yours , 

(Slgne4) D. t . BELL 

Honorable Jaaes F. Byrnes 
Office of Economic Stabilization 
The White House 
Waabington, D. c. 

Enclosures . 

DWB:ev 
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DIBOl'!' !IM!!'Wl'' 

... ~Del-. 
!bo ~· ot ibe Oaaaw; 
•-"illltca 251 D. O. 

Deu ... Delao• 

-..t u, 1943 

S1Doo I rwetwd -,- l "W ot .TulT 26, 1\ hu cleftloped that. OQI' 

tm .. Upt.t.a ta 11~, u .. teenc~, tcnecl UPOD u -
.aiMb dl OQI' ....Sa ..... .,. Aa a NRlt., the ~PII'II ot 

De\roit. Wq "" cll•loetac .... tMt tlw.t. tba. ~\t­

haw liND ...re ucl that. tw ttl• ottulal aoticm, it ~1111t.S.tlecl liT 
0111' sa-a-t. ....u-, -t. .... t. wltlt the .f.~ 0~ ot lllahipn. 

I u - l oeizlc a &OP7 ot the Detro!\ INa ,_ art.lole, publUbel 

t.oclq. 

Jbo, au.bt.ce -t. a_.._. ot h18 l epl otatt to 111r ottloe _. c1aJt1 
&10, and 1n OQI' ow tw•Ucm he ot.at.ecl tlw.t. ho ~ ~...a t.S.O 
ta ebook1nc ... the ........... ucl ftpCllr't.o ~ Oll'bdt.t.ecl to the 

.t.t.ton~o7 o-1, 1n Cll'cl• to ell•- whetlt• a t~ OrUicl .TV7 
tnw.U,..ttcm lilov.lcl be UD4U"t.a.ke, 

looau• ot the 7Jo\roit. - r1ot.o eel _.,. other oc:etro;uolal a­
DOW !*ldlnc 1n liobtpD, tho ottloe ot tho .f.tt.Gme7 o..w.J. lo -

'lholMcl wltlt aoti'rit.loo, tlt..t<lft I u- that the clat1n1te -

to oar quootlc:eo .q Dot be tartbo...W., l••!latoq. •t.ll'ol7 apuot. 

trow tba. sa'& .. l'llpal't.a fir D.ap&pu' ........... , th .. ..,. be ~ 

clftOlos-oat.o ot tnt..oot ee~ t..port.anoo, and it oo, I wlll be sW to 

ltoop 1011 intorMcl, 

1•1 11. P, LcrNtt 

11. p. Lclfttt 
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August 14, 1 CV,) 

troit CitizenJ Charg~ 
Graft il_!_ LegiSlature 
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T REASURY DEPARTMENT 

I NTER O FFICE COMMU N ICATION COl:!'! DE: :T I AL 

TO 

DAT&AU>'Ust 16 , l94J 

Seoret r r,b,l!orgenthnu ~.,. _..)P-
l!r . Da~@."t. l·lr . Hu1•phy (lnd l.\iee !11chener oY' 

Subject : The Bu aine ss S1tul'.t1on , 
\leek ending Au£,'UGt l l , 191+3 . 

SUllllll ar y 

Cost of l1vin;- : The roll- back of meat or1oes nnd a seasonal 
deollne in •>l'ices of fresh fruita end vtor,f'tr.bles resulted 
in 1~ 0 .5 ~ercent drop in the BLS cost- of-living index in 
July, the first substantiPl decline in the index since 
?cc.rl ?.nr bor . :;1th t his decreP se follolling the slight 
r educt1on in June , the index is now l poroent belo« the 
l!n:f peO.:t , but is sti l l 5 percent llllove the Seytember 191+2 
level, ' h1ch is the tmnounced roll-bo.c:t objective of t he 
CPA 11nd orcnni~ed labor . 

Con.Jodi tY 1wioes: Follouin:; n do\ n11c.rd tendency !or seven 
11ecka, the BLS all-commodity index ros e 0 . 2 percent in the 
uee)t ended Aur:ust 7. Last 1·1eelt t he bnoio co!llllodi ty index 
\InS unchMe;ed us commodity prices moved il•reL'Ulru•ly . 

Oron p1•oonecto : Crop prospects imPl'OV~d during July , and liS ot Au• -u ~ t 1 .:ere 3 percent hig.her tho n n c1onth earlier . 
1!! ' .. 1t1le the crop outlook is still 6 percent belo11 l &st yeo.r

1 

s 
record production , totnl food !Woduot1on (including 11ve­
stoc'~ nroducts) Pill be the l~~r~eot in hi story. 

FPrc 1neo~e : Crsh fa-~ income in the firs t hl'.l! of 1943 ros e 
12 ~~rcent above year- eErlier levels . The Dentrt~ent of 
A··rioulture estt~etes t hl't f l'r.l inco::>e froo r.tl'.r!tetin<"s 
during 19~3 \all rtse to a record h1~h of Pbout ~19 btl­
lions ns comusred to 15 . 5 b i llions in 1942 . 

:1etr 11 inventories: Deu<"r tment store stoc!ts increased 
ooderlltoly in !!ay v.nd J une ttrter decl1n1ng PlmOst uith­
out interrup tion from l ost oumoner ' s record oel'Jt . Inven­
tol•iea of retail stores i n the G/(r;regate, !1ouever, hnve cont1nu~d to decline, nnd nt tllo ~nd of June stood 23 "er-
oont belot· last year ' s lev f'l . 
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Cost of l1vinr, decli nes 

L1v1n:; coots uere eome~<hat lot1er in July, h"1 t h the BLS 
coot-of-living index registering a drop of 0 .8 percent from 
mid-June to mi d-July, the first substantial decline ei nce Pearl 
Hnrbor. The index ro ee almos t conti nuously from Hovember 191l-0 
to !lay 19'<-} , but then declined sl1ghtly in June . Although the 
1ndsx 18 nou l percent below the l!e.y penlt , it is eti l l about 
5 neroent above the September l91j.2 level, the unnounced 
objective of both the OPA and tbe l nbor \lnions. 

The roll-b~ck in butter a nd meat prices , nnd seasonally 
lo>lel' priCeR for fresh fruits t> nd vecetables , \l&re ree:ponsible 
for the recent dot.nturn of the coet-of-livinC index. (".:holeea.le 
priceo of fruits r nd vegetables have more reoentl~ turned unward 
>7hich ar::y r~feot t he retail food index in Aurost.) The food 
co:monent is now 2. S :>ercent belo>~ the peak reached in Hay, 
'" vin:,: dronped 2. 0 percent in the l.D.s t month. Deepite this 
decline, hovever

4 
the food index ie still 9 . S percent above 

t he September 19 2 level . 
ilefe1·ence to Chart 1 >1111 sho>t that those rood prices 

t~h1oh have ho.d the largest increase ainoe September 1911-2 have 
t:e•ternlly hc.d the largest decrease in the past t~<o months. 
Priceo of fresh fruit a and vegetables have f allen almost 6 per­
cent since mid-Hay , e.l t houe;h they are still about ll-9 percent 
t~bove the levels of Seytember 1911-2. '£he o1ost out sta nding 
1·ecent dcCI'&ases in fresh rruit and vegetnble p1•ices are : 
cabbage, 4) percent; lettuce, lS percent ; and potatoes, 23 per­
cent. The decline in vegetable prices i& due in part to larger 
oommeroir~ supplies and to victory garden produce . Lower but t er 
prices under the roll-bac~ progr~m have been responsible for the 
decline in prices of dairy products during the paet two months. 
lloreover, ae a result of the meat price roll-bcok , the nverase 
price of meats ie c.t about the same level as in Septeober 1942. 
Egg prices, however, have shown a aeasonal rise of g percent . 

All items of the cost-of-living index other than roods 
either increased slightl y or t:ere unehr nged in July. (See 
Chart 2 .) Clothi ng pl'i ces on the average t~en up about 0 . 5 :!)er­
cent , mainly because of the substitution of hi ner priced linea. 
H1£;her costs of medical , beauty and barber shop, and laundry 
services caused a ali ght rise in the m1soellnneous groury . 

All- commodi tY index rises 

Follo~:in,. n do>mHard tendency for oeven weeks , the BLS 
all-commodity index rose 0 . 2 percent 1n the week endi ng August 7· 
At 10). 0 the index i s s till 1 percent below the peak reached 
lclte in llay but is 37 . 3 percent nbove the 'lt'e-ttnr level of 

... -
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.\u uot 1939· Hi;9ler .,r ices tor ngriculturt\l comood1t i es 
to~othor v•ith the o· A' s action in rais i n<; ceiling , r ices ' 
on oouthern n ine lucber, l ar gely nocounted ror the r i se in 
the inc:l.ex . Eg., nr i ces scored e. sho.r n oeo.sont\1 advance 
nenoitted by the f l exi bl e ceiline recrulntion. Frenh rruit 
nnd ve.,e to.ble nrioes rose somewhat , with .,ot nto urices moving 
hibher in New York and Chicago . 

Bnsio COif.mod.ity ..,r i ces moved 1rret;'Ulnrly last weel!: in 
relatively quiet markets . The BLS index of 2g basic comno~itles 
na.o unohl'.nt;ed nt 177. 1 percent of the Au,.ust 1939 base. (See 
Char t "'1 . ) \"•'heat ])rices wer e o lf moderately, nartly in resnonae 
to the favorabl e Governoent cron r e ort , but barley prices' rose 
not1cet.bly . \11th narket1nga s lackening seasonally, hog orlces 
rose 2. 2 nercent to the h1£hest ~oint in three months. They 
are now Above the ~1~ . 75 level a t which 1t wAs announced a 
ce1lill$ 110uld be i.r.lnosed so::le tice t h is month . Cotton prices 
declined coderc.tely, as the !;en York Cotton Exchange estiJolated 
th~t cotton cons~ 'tion in July wae ooneiderably lower . Ros in 
nricee were somewhat lower, after rieinb ror seven consecut i ve 
• ceks. 

Cron uros,,eots improve 

An encouraging develoument 1n the nnt1on 1 s food GUpnl y 
tliCtur e vms the i mprovement in croc> llroet>eots during July. 
Crop prospects as of A~~st l were about ) nercent higher 
thnn n month earlier, due l argely to the rnpi d gro•vth of 
l~tc-olanted corn in northern states , an increase in t he 
whcnt oron rorccnst , and an excentional lY f'nvorable str.rt of 
the cotton orop. Although aggregate cron nroduct1on mny fnll 
<.bout 6 lercent short of the recort\ levels or l na t yea r , it 
la exoected to be 5 nercent h1cher thnn 1n the hi~hest pre­
vious yeAr . l!oreover, after alloflin.,; ror the record livestock 
out .ut t h is yenr, t ota l f ood ,roduction will , robably be the 
lnt•.,cat in the country ' s history . 

The corn ct•on , uh1ch was of f to a late s t nrt due to 
floods An<1 " cold. rai ny s 1>ring, 1t.ll)roved considerabl y in 
July nnd 1s now estimated at 2, S75 million bushels . This 
rorcc~nt is 16g million bushels above e~~eotations a month 
a~o , nnd indicntes , rosoects ror the oeoond lnrgest corn 
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crop 1n 10 yenrs , nl thouc;h )00 tttillion bushels lees t han in 
1942. Whlle rai n i s needed i n some ooctlone , hot weather hae 
ot1mul ntod crrowt h nnt1. the dnnc;er or froat dulilnge to large areas 
or l nte-nlnnted corn has been mnteriallY reduced. The improvement 
1n corn nroo ecta hns undoubtedly contributed to the i ncrease in 
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cor n mnrlte tin{ls during the past month , •·•hich hns t ended to 
reliove the tight supply situation for industrial !)roceseors. 

Prosnects tor oa ts and barley deteriora ted during July , 
ou t a l nr ('e crop of sorrshum for ffr nin 1S indica ted. The 
combined nroduction of t hese f eed gruins, t ogether wi th corn , 
i n nol: expected to tot al more t han 111 m1ll1on tons , e. tot al 
which has been exceeded only t wice but which •rould be 10 ner­
cent belou l est year's yroduct1on . Despite thiS favorable 
1)rca.,ect, hc•··Pver, it is very unlikely tha t suffici ent feed 
• 111 be produced to meet the requirements or the r ecord 
uveat oclt pnd poultry !)Opula tion, ~Chich is about 10 percent 
above thnt of l as t ye£r. Farcers Will probably have to 
ut111 ~e f eed reserves on band , market t heir hogs a t lighter 
•·e1•:ot n, and noss1bl y r educe t he number ot hogs and poultry 
i n t eed-det 1c1t areas. 

The 1:heat crop improved noticeubly l .e.st month and is now 
for ecast a t 835 million bushels, 6 percent above expectations 
a month aGO· Prospects for flaxseed, pees, potatoes and beans, 
11bi ch are regar ded !"8 >tar crops, al so i mproved. On the other 
hand, nroopects tor rye and svteet 90tatoes declined. 

ln,ile ci true fruit crops a r e malting good nrogress e.nd are 
expected to equnl the high levels of last year, aggregat e 
pr oduotlon of deciduous fruits is eot1mo.ted to be about 17 per­
cent nm~ller tho.n in 1942. The production ot commercial apple& 
lo nou forecast at only 93 million bushels , ao compared to 
o.bout 129 million in 1942 nnd t he S-year (193~41) average of 
about 122 million bushels. A peach crop 36 percent below t hAt 
of l o.st year i e indicated, but a l arge crop of grapee is in 
'>roapect. 

FarQ emnloyment down oeo.sonnlll 

F~rm emnl oyment declined b / t he ueu~l aeasonal amount 
f rom July 1 to August 1, a t >'hich time t he number employed 
11na t•bout 11 million nersons. Thi n i s 2 ner cent less than 
on the correoponding date l ast ye~~ end o.bout 3 per cent lees 
t he n the 5-year (193S- 42) average employment for Aur,ust. 

The relAtively small di f f erence in the number of ta.rm 
11orker s t his year a s comno.red 1:ith eArlier years does not 
r etlect the actue.l change in the term l abor oi tuation. l·lany 
of t ho nble-bodi ed exnerienced 1.orlters hnve r;one into ltar 
'll Mt S or into t he armed forces. A l nr ge proportion of the 
fer:tl l r bor force now consi sto of >romen, children a nd h1flh 
rchool boys free the citY. Also at t he end of l e.ot month 
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.,
0
re t hM 30 thouec.nd HeY.lcnns, neo.rly 9 ~housnnd Jamai c nns 

Lnd over 4 thousand Bnhnmians,plus many Japanese evacuees, ' 
soldiers on leave, tolmspeopl e, and others not normally 
nnrt of the farm labor f orce, uers working on f ar ms . Conse­
ouentlY, t~h1le t here may be nearly ns many •hands" on farms 
c s formerly , the slt1ll a nd ce.pnci ty of many or the ore sent 
worlters LU" B not equal t o those employed on farms in· t he 
pnot. 

Although t he farm labor sit uLt1on has been t i Ght , 
r~rmers in most sections a ppear to have sucessfully met 
t :.eir t:ork requ1re:nent s t hus ft>.r. A limited labor sunoly 
1n !:ew England, however, has retc.rded haying operations , 
with a deterioration in quali ty and t he oroepect that some 
~ may remain uncut . Moreover, Food Adainistrn tion officials 
>larned las t >:eek t hat harvestin£; operations for various crooe 
may surfer unless steps to meet far= l abor shortages are · 
sl)eeded up . The ':lar Departcent vas reported t o have ordered 
5,100 col dlel'S sent to llorth Dakota to help >11th the grain 
hnrvestin:;. 

Plans considered f or 1944 food producti on 

Enlnr , ement of t he Government price sunport program 
to ntt l\in the 1944 food goal s 18 t•eported to be under 
coneiderut1on by the liar Food Admi niStration . Congress 
mny be nsked for a t least $1 billion to finance the oper a-
tions , ncooreln~ to press r eports, which sta te that tentative 
rPco~~endntione for funds to be used by the Commodity Credit 
Corpor r.tion for this !)ur;>oae are bein:- ;>repared by t he WFA 
for oub~iesion to Congress next conth . Because of rising 
oroduct1on coste end the el1mlna t1on or AAA benefit payments 
by Congress for the 194' crop year, 1t cay be necessary to 
r a1ee price sunoorts or mlnicuc pr i ce cur~nnteea on a 
nucber of tam oroducte in order to neswoe sufficient 
production . Horeover , i n order to cet rar:nera to shift froO 
eo:unod1 ties Hi th which they are fMliliar to certain >:ar crops 
>~ith >:h1ch they are lees falllil1r r and tor whioh t heir facilities 
s~e leoo adapted, the aasurence of hi Gher prices may be 
neceasnry. 

In cases >!here t he support prices nre out of line wi tb 
c eil1n~ orices, the CCC may extend it s purohnse and r esale 
nror,rnm , if funds are available , to enable oe1lins s to be 
oc.int r.ined. Such a oractice baa been follotJed under t his 
yet> r' e progr am for peanut s for procaeein5 1nto vegetable 
oils , tor the ~ajor canning crops, sugar beets , f luid mi lk 
i n some o1tiea , a nd cheese . Off1o1r~e believe , accor ding to 
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the !'l'e oo, thl\t only a portion or t he farm oo:JOodi ties 
need be nuooorted at levels i nvolvinG purohnee and resale 
s t a lose. Commodi ties likely to tall into tr~e category, 
noHeVCl' , c.re egss , poul try, all dn1 r y product a, vegetable 
oil cropn , and ver;etebl es tor prooessin(S . 

Althour;h pl ane are going for"tnrd in \faeh1n~;ton f or t he 
19lil~ crop pro~rt>.m , Food Adminietrntor Jones made it clear 
l c.o t 11ee:< thet r e.rmer s; livestock growers, c.nd every uroducer 1ncludin~ victory gardeners , must be relied upon for success ' 
1n meetinr the food goals . He indicated that no cron controls 
exce~t on tobacco nre pl anned--no aoreaue allotments: no 
marketinr uot ee and no benefit 9aymente tor ooopl1ance 
>Ci t h control . 

Fe~ i ncome subst ant1all her 1n 1'1rat hclt of 1a~ 

Cnah income trol!l t erm oarketi n{;B (including Oover noent 
oeyment s l decreased moder ately in June end th~ gnin over 
year - enrl1er levels narrowed to 27 percent . ( See Chart ~. 
upper eection .) Receipts from livestook marketings dropped 
lese t hr:n secsonnlly during the mon t h , but this 1·ms more t han 
offset by n contra-see.sonal decrease in returns from crop 
me.r l:etinge . 

Despite the slightly less f1wore.ble showing in June, 
cnsh frrm i ncome i n the fir st half of 19~ totalled ~S , 202 
:o1ll1ons , as comnared to $6 , 215 oillions~n the correspondinG 
,eriod of l9~2--4n increase of }2 percent. Government payments 
of 4oo m1llions duri!\6 the nrs t halt of this year >rere 7 per ­
cent leas t hr.n i n the first hl'.lt of 191~2 , but cash income f r clll 
cro?a was 45 , ercent higher whi le incollle trom livestock t'nd 
l1vestoc:~ ~roducts rose }l percent. 

Farm income gain exoected t o slacken later in year 

The shrsp year- t o- year gain in cash farm income shown 
thus tar in 194} is expected to moderate some>rha t in ·t he latter 
half or t he year , as comoari sons 1t1ll have to be me.de \ '1 t h t he 
unusually aood results of t he e~ner nnd f a l l of 19~2 . In that 
oeriod exceptionally large cropG 1181' 8 bei ng ht>.rves ted and 
p1•ioes of f arm products 1-1ere r1Sing s tead1lY . nevertheless, 
t he Depv.rtment of Agriculture estimated recently t hat cash 
income from fa rm mnrketings in 194} will r i r.e to a record 
hi gh of about 19 billions es comuared to ~15 . 5 billions in 
191l-2. Desnite increa sed costs and smaller Gover nment payments , 
the De?rstment estimates t hat t he net i ncome of f arm operat ors 
i n 1943 will be nearl y one-third larcer than last year . 
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In the race or the l~x~e gain in farm income in the fi r st 
half or 1943 , ngzreget e r m•al sales or general merchandise 
1ncrea oed only 4 percent , '11th onles in !!ny actuall y falling 
bel0\1 l as t year ' s lev els , o.nd J une onleo ehowlnc: e. e;ai n of 
Joao thnn 1 per cent . ( Refer t o I; lot1er secti on. ) This 
¥ <t!> bet~<oen r nrmers ' i ncomes purohaoes doubtless 
accounts in ?Or t for the r el a tively good ohowl ne of many 
fl\r <'l et cteo in Her bond sales . 

Comolete re sults for July ore not yet avnilrble but 
: ·ont~;or.tery ·.:nrd ' e sales during the r.~onth dropped no~ly 2 per ­
cent under the 194-2 level , llhlle Sel\rs1 enlce decreased about 
1 o~rcont . The tendency of rural reta il aelea to l n& behind 
~nrm income ic lar~ely accounted for by the war- time oroducti on 
brn on mr~ · items, such as tires , refr1~eratore, radios , etc. , 
~thlch ' re nor mally eol d in heavy volume by the leading lile.il 
order houeea . 

netr~l inventories cut by heavy soles volume 

Due nar tly to the rel et1vely &Tenter availability of 
soft eoods, >~hich mel<e up a large propo1·t1on of the sales of 
depr.l•tment stores, the FRB index or dept\l'ttaent store sal es i n 
the fll•st halt of 1943 av eraged 15 percent above l nst yeex 1 s 
l evels . This oon1pe.res ui t h the 1ncre"oe of only 4 pe r cent in 
l'Ul'nl sl\les of f;ener al mer ohand1oe , nnd with an actual decli ne 
ot 7 percent i n Sears ' sales . 

In reflection of tne heavy sales volume and the tightening 
oupoly situation , department s t ore stocks declined s~ead11Y from 
lnot summer ' s recor d peek unti l the end or April . Stocks l ater 
increased moderately , and by the ~nd or June the FRB adjust ed 
index ot atocke was up 13 percent from the A!)ril lo>~ . (See 
Chart 5 . ) llevertheless , depertment store stocks at the end of 
J une t:ere still 2S percent beloll year- earlier levels. 

~1 ;uree Just released by the Deprrtment ot Comnercs reveal 
t hat the modera te gain in department store stocks in June was 
cont rary to the seneral trend or retail inventories as a >~hole . 
Thus inventories of all r etail stores aho~ed a furt her decline 
in Jtme or nearl y >j210 million s , or 4 ,ercent , thereby reducing 
total etoclts nt t he end of t he mont h to 5· 7 billions , as 
compm•ed ttl t h t he ~lay 1942 peak of ~7 . 6 billions . 

Department store s al e s decl i ned lese thnn seasonallY i n July 
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On t he basi s of results thus rnr avo.i lnble , t he introduc tion 
or t he ll1thhold1nG tax l nst mont lt does not appear to have s eriouslY 
tl.tfected ret ail sales volume i n that month . Depc.rtment store 
sllles in July a ctually sho11ed lese than the usunl eensonal 
decline , althouGh the increase over lnot year ' s levels ne.rroued 
to 22 percent from 24 percent in June . 
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HowevPr , durin5 the first week in Aueus t the gain in 
~e~nrtment store sales over the corresponding period last 
yeP:l' drom>ed to 6 nercent, llhi l e Dun and Brndetreet reported 
t hnt retril trnde i n g eneral moved at n slightly slo1·1er !'ace 
l c.st weelt , p~.rtly attri buted to the hot weather. It is still 
too enrly to d etermine wllether the recent slo~rer sales pace 
i s due to purely t emporary f a ctors, such ae 11eather conditi ons, 
or to more fundamenta l causes such as the recently lnaugu~.rnted 
.~B drive acainst undue sales 9romotional activity , declining 
stoclts, or the effects of the llithholding tax . 

Stoc:: prices i m"Orove slitl:h tly as trc.dinn; a ctivity declines 

Follo~lins the declines of the !'revious 2 wee!ts, stoc!t 
~rices strengtoened modera tely last week as trndin& vol~e 
continued to d>·indl e . The net adve.nce i n orices for the 
"lerlod l'Ver&gec.\ P.bOUt 2 percent 1 11hlle daily averac;e trading 
voluue of c.bout 540 ,000 shares was the lo11est since the treek 
Pnded Sept~ber 19, 19~2 . Stock ~rloeo in London l ast treek 
declined sli~htly , thus continuing to move opposite to the 
tr~nd in !lell Yor l<. 

All mc.jor s toclt grou:>s shP.r ed in l ast ,;eelt ' s modera te 
im!lrov ement in prices on t he Nell Yorlt Exoht•nt;e, and no really 
s1•;n1ficMt divergence occurred in the aot1on of "Har" e.nd 
""lellce " stoc.ts . lle•Terthelesn, the latter B"roup >me a trifle 
r1ore buoyrnt t h an the former tmd as a result our r a t1o a s of 
Fr1d~<Y ' s olose showed e further slir·ht imp1•over.~ent in tl\e 
relative "OOB1tion of •oeace• stoclta, ' 'h ioh recently has been 
t he most i:o.vorable since September 1939. (See· Cllart 6 .) 
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HAROLD TMOMA8 MY MA N . M . D • 
• 4 0 PARI< A"' C N U£ 

H CW VOAM CITY • 

Auguot 16th, 1943. 

~r. Henry Uorgonth$u, Jr. 
The Sacrota ry of the T·rensury 
Washington , D.C. 

De.ar Henry: 

of your good offices 
more on th~ syphilis 

I hope 1 am not taking ~dvantage 
by this letter, ~hich ia to contain some 
aituatl.on. 

In the first plAce., on the P·Olitical 
s ide , Dr. Yoore has gotten hi~self appointed Consultant to the 
Secretary of War on V~nereal Oiseaaes . Apparentl1 , he figures 
that now we have gotten out of the hands of the Nati onal Rosearoh 
Council, he will get h~elf upstair• to badger and harrass us 
furth•r . I am ~ure that Secretary St1maon cannot know or these 
pett7 Uchinations and I a.!D equal l y sure th&t by now I am pretty 
••11 oon•idered a "pain ln the neck" to everybody so that a protes·t 
fro:o me • auld be n boost for &nyon.e I oompla.ined &bout . 

! 
I should not bother you with this were 

it not for tho faot that i t ~Y bo that this is intorforring with 
our work. Aa I told you, Bil l Leifer, ·•i.t h the rank of Captain, 
was sent to For·t Sregg to worlc und er Dr. Worth Daniels . He baa 
t~ated the fi rst group of patients ever t o be treated in the U. S. 
A~ by five-day-method, but they have ~de his l ife pretty miaereble 
down there and Bil l is in the fra.me or ~ind th&t can do his work no 
good. Apparently , the Chiefs there h$ve been so f rightened by some­
one (and I suppose tb&t so~one 1~ Uoo~) that Bill \a never permitted 
out of the Hos pital and is on twenty.four hour duty. Th&t, of course, 
is no way to practice mediolne and carry on an arduous researob. Nor 
is Bill ' & lot too happy when he kno,.•s that everyone around him 11 l.n a. 
state of anxiety and that he i s moro or leas on trial . 

I do not kno• ho7 to tackle this matter 
since my methods a re always direct and seem always t o come to grief . 
Apparently, t he Anny group does not want meddling by a civilian , which 
ia more or l ess understandabl e . 

,. -

Regraded Unclassified



P•a• No. ll 
Wr. Henrr W:o raentb&u, Jr. 

AU&UO\ 16tb, l94S. 

Th• Seo,..\.&r"'J' of tbe TrMIUJ7 

Wt purpoae 1n wri\in& to JOU i s 
to uk rou t o ••• wh&t you oan do to hel p 1M atr61.ahten out 
thio o1\uat1on. I am inclined to beliovo \h&\ \ he t wo probloao 
have a oo~n denominator and, tbrowina all caut ion and hu2111ty 
uido, I beHove that thoJ oould bo rooti/hd it llr. Stiuon 
a ppolnted aM to the s-.a. l"&Dk a nci polit1on u YooN. I could 
then, perhapt , enter t his aituation, hel p Bill out and caaee 
t he obatruotloo to a pieoa of work tbat oan, i t it auooeeda, 
wipe out arpbllis in our Country within a aeneratlon. 

H 
T 
B 
I 

c 
8 

r.v~incorolr, 

Ht.rold Thomas l!r-n, 11. D. 
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SEC I 
TREASURY DEPARTMENT 

August 16, 1943 

l .£ OR.II.•Dul TO Tl!L St.CRt.-,. ARY: 

Supplementing report to you of August 9, 1943, 

t he purchases against the African Program from 

.... --. 
.:. ' ·86 

August 9, 1943, to August 15, 1943, totaled ~611, 357 . 38 

or a total of purchases for the program thus far of 

.. ;55,000, 761 .40 . 

Attached is report giving ktatua of shipping 

against these purchases . 

A. J 
Acting Direct 

Regraded Unclassified



• 
S~FPJl;G R.:.-ORT AS -.;r kUGUST 14, 

Cor:o~:~odi ty 

A ·ric . tach. &: Implements 
Auto&<Otive .;qpt . & Parts 
atteries 
earines 
rllss Bronze 

~rushes Brooms 
Fldg. Hardt'lare & :·aterial 
Chemi cals 
Clothing, .. otions !'r Textiles 
Construction : achinery 
Copper in Various Forms 
~lee . Eqrt . • Supplies 
uploaives 
:'erro - Alloys 
7ood • rood Fr~ucts 
~rniture ~ Office Eqpt. 
r 1ass 
r ranhite roducts ana r Cutting Tools 
Industrial : achinery 
Iron 
Jute ~ ags 
Lead Lead All oys 

ed ical Sup'{llies 
on- ·errous etals, Other 

1 aper arer Troducts 
op~ 'l. ine 
ubutr 

oos oots 
wl tl , llo £r~o~ 

Tonnage 
Shipped to Date 
/ rom li. S. A. 

1451.31 
754 .96 
113 .17 

1.95 
288 .4 

.6 
l v7.7 

16390 .31 
15409 .6 

232.89 
66 .52 
14 . 15 
66 .44 

6032. 25 
.1 

.... . 6 
22 .68 

701. 68 
44 .3 

145 
057.47 

73 .18 
56 .12 

386 
3513 .S4 
~A7 . 7t. 
... 0 .. 1 
vl .. o >J 

. ~ 

Tonnage 
Under Load 

At Port 

40.41 

8. 
. 02 

2 .5 
.15 

28 .9 
5\!6 .9 
186 .45 

1S .43 
4 

2.06 

.5 
60 

103 
65 .69 

410 

1 
24 

1~6i.J . d9 
34 . '15 
/;.0 .5 

.: ...... 
71.7 

"' .... ·c· i'..., 6:. •• - .• ' 
Tonna·e 

On ~·and at fort 
ai ting Vessels 

Tonnaoe 
...n •• oute 
To ort 

550 .57 
110 .9 
18 . 75 

3.01 
137 .6 

210.86 
5385 .51 
2471.84 

108 .44 
5 .29 

.01 
78 

109 .86 
454 .47 

47 .57 
425 .6 
535 
102 .5 
23 
44 

€76 .8 
14 

2tt~ . 7G 
luJ . 7:J 

..; . ~ ... 

21'1 . 2 
71.53 
7 

121.1 
5033 .5 
4626 .95 

. 07 
7 .43 .. 

44 .09 

95.3 

449 .16 
76 .26 
95 .4 

.75 
3132 .43 

12 
" 4 . ~ 
.,..20 . v 

J. .. • '• 
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.. . -co • • co ·-
Tonne.se Tonna~e Tonnage 'i'onna.;e 

Shipped to Date Under ~ad On Hand at r ort t.n .~ou te 
Co=oditz ?'ro;.l • • S. A. At Fort .aiti~ 'tessels To -ort 

Steel, 'l'ipe ! '1\tbin& 220.94 21.5 17.97 56 .5 
lin nate !KS 1000 
Zinc 28. 2 

Totals 55, 706 .38 3,995.49 17, 356 .49 20,774 .ol 

~ - Shipping instruc t ions for 51 tons cancel led . 

Regraded Unclassified



BRITISH AIR COMMISSION 
1788 MA.eaACHUMn"T8 AWNUK 

WUHINOTON. D. C. 

1'1t b the coapliMDte ot lr1t1ab Air Co.Uoa1on 

who anolooo statement No. 98 - Alrorntt Despatched 

- tor week ended Auguet 10, 1943. 

august 16, 1943. 

.. 

89 
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1811rsu L.!lit sr.cm 
ilrs. Sr&SET 

gem. 1!0. 21tl 

w..-uon rood'Nd ... \o 10 ••••• 16tll.t.-t, 190. 

OOAUB 17 

TIW4MY Dei'AIUMII 

On 1Jtl>/l4t.b, t.wo ot HJl, OI'IWion with d<lotro;roro ourild out 0 

.-p ott t.be W10t C...ot ot IT.u.I &DII -...!14 t.be haJobow ot VI110 Y.t.!Drll, 

D01t.ro1VI han bloo P"VOlliDc ott - i...u.mu.. Clout IQd l~t Cftt\ to w1tb1D 

' ..Ueo or IIESSINA. Ono ot H,l , D11\ro;rorl no torpldold b)' an E•boot ott 

Wo1JU ;rooto~ .....W.C• Wo tllrt.ber dotoU. -· One or H,ll, Slll:aal'inoo 

- 1 7,000 too ~ bouni1 lh1p ott BIUICISI oo tile UU>, Icatonk7 on!W!c 

1 5<dh bow>~! o01l"f07 "" attookld b)' 1.8 J'nollo !!lilt 200'• wort~~ .... t ot Cl.U'II st. 

VIIICENT· One ~P no l\lllk aDd two. ot.bero dolooaod, . 2 oiUpo te<p«<ood b7 ol.rorott 

laat ot GIJlW6.ut on lJt.b bno -- GIIIII.Ublt in tov, 

2. NILITW 

IWWol• 1llo liabth /.nl7 ooptiii'Od fiOR.IdlfA on t.bo •ornl.na ot U>o 

ljtb 1M ...., oont,_,. t.bel..r odnnce in op1w ot hcit.,. d...UUons, l'llrU>ol' 

l:llaod G.ISHIOI.lCIII boo - OOO'Gpild w1t.bout oootoct tdth - - · U,S , rorcte~ 

bon -....! I'IWICAVILU and 011 - lort.bern Coaatol Hoed bon oopturocl 8.IRilii.ILaA 

aod S?.IDU!liU., !lloi.r ndnooo ~nta tU"O wit.bl.n.U ailoa ot LESSII!l, l'bo 

.... ,..\.ion or SIOII.l 11 bol.na bu- &DII touch boa bono loot toopont.ril¥ ri th 

• ._ in both Coaatal Soo\ore, tiM Oonlalll uo 1r71Dc to rort1t7 a porlJICtU ot 

IIESSINJ. and it 11 ortl.mltod \lilt it will toko onot.bcr 4 do:yo to ole<1r the ialond. 

1 total or ,2,000 Oen>ADo ond I\ol1ol>l bo.., booo O'l'nCUOtod olnoo U>o 7tb uodor 

• 
.l,. AIR tJW1'10' 

QS!JB!! "'1'1· Ut.b/1'*- IIIW, 1.0) tone woro dropped. Ono 

bct<b<r IIUal.na- 2, J$t.b, )27 Pwloi-01 .. ro ,.- in llMt OTOIW!c to Utook 

o1rtioldo in ~ n.t.a ood tile Lotr C""""'"1oo. )66 tone wore droppod 1n 

lood voot.bor Ooodi\.1~, 2 fortro1100 lill.Hinao A total or 57 lloroodnrl ottookod 

St. <J£11 a1.rl1old oDd .AIIIIVIIU Rlibo¥ oontro. ~tori caonrtod t.bo bor.\boro 

1M 00 - -"- <14~ 5-&1.rorott. 5 P1&bton al.uina. 

Ut.b/16t.b, 3Sl ainfttt doopotobodo loiW • 199 (7 .U.ina), Soc-Gininl • 6) 

(3 liliHinc), IIRLIJf • 8, Loanoto Bort.bonl JIWICI • 161 Intrudoro • 56, t.ntl• 

•b11>Pina • 9, 24 - a1ftftlt oroeald t.bo &out~> Coaot, ftabton <141tro7<d 4 
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TAXES 

Present : Mr. Bell 
Jir, Paul 
.ILr. Gaston 
Kr. Slaith 
Mr. White 
Kr. Sullinn 
Kr. Currie "' 
Mr. Haas 
Kr. Gamble 
Kr. Blough 
llr. MurphJ 
Kr. Shere 
Mr. Shoup 
Mr. Surre;r 
.l.!ra . Klotz 

August 17, 1943 
9:00 a.m. 

H.Y. JR: My apologies to Gaston and Haas, but I am 
aura the;r didn'\ want us to arrive at a tax polic;r without 
voting. .h soon as this meeting is over, ;rou cen go back 
on ;rour holida;r again, but it is eo illportant I thought 
;rou ahould have a chance to expreu ;roureelns. 

Go ahead, Professor. 

92 

MR. PAUL: You have been referring to me as a professor -
that ia one thing I am not - well, I gueaa aa;rbe I am. 

H.K. JR: Didn' t ;rou t each up at Yale? In the Treaaur:r 
we honor them. (Laughter) 

MR. PAUL: How do, ;rou want me to present i t? 

H.M. JR: Well, my thought was this, that ;rou have 
same ver;r good questiona here, and ;rou can appoint one of 
:rour aaei etants ther e to tell us, eo to apeak--
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MR. PAUL: I have a sheet here for that . 

H.M. JR: If these people don't want you - if you 
are af raid they may be influenced, wo can have it question 
by question, or by rai sing of hands . The thing is not to 
put me on the spot, but put you on the spot so I can make 
up my mind. 

If Currie doesn ' t want to vote publicly- -

YR. CURRIE: Will we have tho privilege of a secret 
ballot? 

H .~ . JR: You can do it any way you want . It is 
strictly a Treasury meeting. 

Go ahead, Paul, do your stuff . 

MR. PAUL: Let's have an answer to question one. We 
have some of the answers, 80 I will--

H.Y. JR: Do you mind reading the question out loud? 

YR. PAUL: "Are you in favor of submitting to the 
Congr ess a tax program consisting only of orthodox 
r evenue sources such a8 the individual income tax, cor­
poration taxes, estate tax, and excisee?" We have no 
vote from Bell on that . 

~. BELL: They have been prooding me for three 
days now to get thi s thin6 filled out. ~ answer to 
that is, yes, I will take any tax program you can get 
through in three mont hs . 

YR. PAUL: Let's have Wbito. 

L{R, WHITE: No, if I can have what I want; if I can't 
have what I w~r~ t, yes. (Laughter) You can't answer these 
no or yes without t hat thing. 

(Mr. Gamble left the conference.) 

IIR. PAUL: Smith? 

lffi. Slo!I'll!: Let me say that I think you ought to have 
something other than regular revenue. Wy answer is no. 

93 
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KR. BLOUGH: Probably we o~ght to have a line !or 
other . 

KR. PAUL: Now, let's take the three that answered 
no, White, Smith • Smith, you are for your own plan, are 
you? 

KR. SWITR: I am juet presenting it to eee if it will 
work, (Laughter) 

KR, 'IlliTE: Canpuleory loan or sning - whatner you 
want to call that par ticular tax--

KR. PAUL: Currie, 1lha t are you for? 

MR. CURRIE: Compulsory loans over m, second choice 
of r efundable incane tax - refundable in the lower brackets, 

KR. WHITE: That ie a later question. 

MR. CURRIE: I mean in the way of an alternative - that 
ie one of the disadvantage of the yea and no. 

H.M. JR: ~ would like to get - eay it again. 

KR, CURRIE: I think from m, poi.nt of view,either 
oanpuleory loan ot- refundable incorae taxee, pretty much 
the same--

H.K. JR: Poet-war? 

KR. CURRIE: Yea. You stef up your inccae tu, but 
you make part of it refundable n the poet-war period, 
which ia pretty much the eame thing u cCIIIpuleorr loans. 

KR, ~]ITE : I think that vote on the firat question 
would have to be considered in the light of the second. 
In other words, if compulsory loans or eavinge are outL 
then I wouldn't want to eubatitute any of t he others, l 
would go to the onl}' • that is wh}' we have these qualifica­
tion, , 

KR. PAUL: I wae votinf yet on the first. I would be 
in favor of making part of .hat twelve billion campuleor, 
loana, which comes in a later question. 

95 

,. 
• 

Regraded Unclassified



- 5 -

No", we have the Social Security line of questions, 
"Should the Secretary recommend the expansion of Social 
Security as part of his statement on the tax program?" 
Specifically, should it be the ~gner Bill, part of the 
Wagner Bill, or some other modification or general approval 
of expansion of Social Security wi thout specifying details? 
Those are the three parts of that question? Bell is the 
first one who hasn' t answered. 

MR. BELL: My answer is yea to C because I don 't 
kno~ wha t the Wagner Bill is all about. 

MR. l'rliiTE: How much does the Voagner Bill amount to, 
Roy, roughly? 

MR. BLOUGH: The first year would be something over 
six billion dollars . That would not be the net increase 
every year. 

MR. WHITE: It would increase? 

MR. BLOUGH: After the first year you give out payments 
which would cut its effectiveness to about three billion 
two . 

MR. WHITE: It would go to three billion? 

MR. ELOUGH: The increase the first year would be 
about six or seven billion net. 

MR. PAUL: How do you feel on that? 

MR. V.HITE: No - I am for the 1\'agner Bill strongljr . 

MR. PAUL: Smith? 

MR. SMITH: General approval . 

MR. PAUL: Blough? 

MR. BLOUGH: I don't know what I am ~or, either A or 
C. If the Administration is for the Wagner Bill, I am 
for the Wagner Bill . If thet hasn't been dete~ned, I am 
for C. Better put it C then. 

S6 

• • • 
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I!R. PAUL: George? 

MR. HAAS: Yes on "C." I tnink you would nold up 
the whole tax program if you tried to put tne other on. 
I favor expansion of Social Security, but I vote yes on 
"C" in connection with tha tax recommendation . 

lffi . PAUL: Murphy? 

lo!R. IWRPh'Y : Yes on "C." 
lo!R. SHERE: I have yes on "c. • 
lffi. SHOUP: Yes . 

lo!R . PAUL: How do you f eel Currie? 

MR. CURRIE: "c.n 
MR. SULLIVAN: Mine should be yes i netead of no on 

that "c.• 
MR. PAUL: That means we have a unanimous vote on 

that ques tion. 

MR. BELL: Harry didn't vote there . 

lffi. BLOUGH: Harry is stronger than tne rest of us . 

MR. WHITE: The disadvan tage of general approval -
I am afraid it is apt t o became innocuous. 

MR. SULLIVAN: 1hat is -hat question three means, 
whether we are coming out and state what u mean and make 
a fight for it. 

MR. SURREY: The starting point to hold hearings on 
would be to uee the wagner Bill eo the approach to the 
hearings would be soft. We won't necessarily have to 
endorse every provision of the Wagner Bill. 

lffi . i1iiTE : That is right, because the Wagner Bill 
has reached further than a general increase in Social 
Securit1. 
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WR. P!UL: That ae pretty unanimous in favor of 

feneral approval - practically everybodJ - Harr,y wae a 
lttle stronger. 

"Should the Secretar,y oppose the Vandenberg Amendment 
that would maintain the existing old age payroll tax at 
the one percent rate?" 

WR, BELL: Yes, 

KR. P!UL: 1ih.i te? 

WR. 'BITE: Unfortunately I aa not faailiar with that. 
If Vandanberg ia for it, I would oppose it, but I don' t 
know much about it. (Laughter) 

KR. SMITH: I don ' t know anything about it. 

MR. BELL: The expansion of Social Security - you 
have to oppose it, 

MR. BLOUGH: The original Social Security Act called 
for an automatic rise in the rate of p&Y roll taxes on 
employers and m~ployees in 1940;and in 1939 the Secretary 
of the Treaeur,y suggested letting that go over and having 
the rhe come in Januar,y 1943. Last year Senator Vanden'be.rg 
got through an amendlllant to prennt that riae from tiling 
place Januar,y 1, 1943. He baa now gone through all the 
prelt.inaries &6&in for putting through an amendment to 
prevent the riae in 1944. · 

The question ia, are we for the rise f raa one to 
one and one halt percent aa provided in the original 
Social Security Act? 

YR. WHITE: I had forgotten that. 

WR. BELL: How can you vote against this if you vote 
yea for three? 

KR. ILOUGB: Onl{ if you ant to give the world away 
with a ribbon around t without taking anything back, 

MR. PAUL: Voting no on "8-c• ia opposite of voting 
yee here, 
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KR. BELL: Everrbodyia Toting yea on 3- C, expansion 
of the Social SeouritT Act. How are you going to vote 
with Vandenberg if you Tote in faTor of the other? 

MR. WHITE: You could do that, because you could be 
ln favor of the outgoing without voting for an increase. 

KR. SULLIVAN: It im't outgoing, Barey. 

KR. BELL: That ian ' t what rq Tote meant. 

KR. PAUL: Blough, what ie your Tote? 

KR. BLOUGII: Yea. 

KR. PAUL: Hue? 

liR. WS: Yes. 

liR. SULLIVAN : Yea. 

liR. KURP!IY: Yea. 

IIR. SHERE : Y ee. 

KR. SHOUP: Yes. 

KR. PAUL: Eneybody feels you should oppose the 
Vandenberg Amendment. That ought to await hie preaentation 
of the aaendment and the preaentation of the bill. 

Now, the nut quution ie, "Should the Secretary adhere 
to the announced amount of $12 billion annual rate effectlTe 
Januaey 1944?• 

H.M. JR: Just a aecond on that - this ~mea statement 
got me off. Before you leaTe the roaa1 write on my letter 
to Byrnea that I want to talk about tnia question of the 
combined Yictor{ tax and withholding. So Defore they come 
to get you (SRi h) remember t o put that in before you 
leaTe. 

lxouae ae, Randolph. 
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MR. PAUL: This is a very important question, should 
the Secretary adhere to the announced amount of twelve 
bi llion effective January 19447 Now, that is an annual 
rate basis; it isn't a fiscal year yield of twelve billion . 
The question is, should we adhere to that or go lower or 
higher? 

Dan, you haven't voted on that. 

~R . BELL: I have saae doubts about that question . 
The Secretary has announced it as e. goal, and I think he 
should stick with it. I would much prefer to see an 
agreement between the Executive and the Congressional 
leaders on the amount of taxes that are to 6e gotten 
through and stick to that amount, but that has never been 
the policy. 

YR. PAUL: You brought that up in one of our meetings . 
You can't get an agreement, because they can't deliver it. 

MR. GASTON : I brought that up. 

MR. BELL: I question going out with an amount of 
taxes you know you can't ~et, and then you have the 
headlines, "The Treasury 1a licked again . • 

MR. PAUL: Then your answer ia rea~ly no, except 
you are bound by this . 

MR. BELL: -r think if the Seoretar1 announces it 
he will probably have to atick to it, unless be can get 
an agreement with the leaders and say, ~e will cane to 
an agreement and then stick to that amount.• 

MR. PAUL: Well, we can qualify your vote. 

Harry? 

MR. WHITE : The answer ia defini tely no, but I_ would 
like to qualify that by saying how much I would be 1n favor 
of depends on the tax the lower the tax the less the amount, 
in my opinion - the l~wer the amount, from my point of 
vi ew, the leas the tax should be. In other words, 

, . .. 
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if you are going to have a refundable provision in the 
lower brackets, I would be in favor ot a higher tax, 

MR. PAUL: Do you say no because you think it ought 
to be higher? 

MR. ~HITE: No, it ought to be lower, 

MR. PAUL: The tax part of it? 

MR. WHITE: Yea, If you want to go into the reasons -
but I take it we are not discussing the r easons , 

MR. PAUL: I think we had better get a vote on that. 

Kr. Slli th? 

KR. SMITH : Not necessarily. 

MR. PAUL: We will write down a no vot e. 

MR. SWITH: ill right. 

MR. PAUL: Blough: 

KR. BLOUGH: Yea it ought to be higher under the 
circumstances. I feel the way Danny does, we shouldn't 
get licked again, but it ought to be higher, 

MR. HAAS: The twelve hae been given out as a figu.re 
because it ie fifty percent of t he expenditures. 

KR. PAUL: No, the Secretary uaed it because it wee 
a previous ennouncaaent o! the Preaident•a. 

MR. HAAS: I think we anould rec011111end tba t. 

H.K. JR: What I said laat time aa between the President 
and myself - we were tor an increase of a billion dollars a 
month. 

KR. HAAS: It juat makes fifty percent of the expendi­
tures covered by taxes, I would be for that, but I don't 
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think there ia any chance of getting it through. I think 
aa the SacretarJ'a recommendation I will vote yea on that , 

MR. GASTON: You defined that adhere, didn ' t you, up 
to the time he makes his recommendation to the Committee -
the Ways and Keane Committee - that ia, he should not cut 
anything off until he haa made his recammendation to the 
\lays and Weans Cc.ai. ttee? · 

WR. PAUL: Adhere means, make a recommendation to 
the Committee at the opening of the aeasion; it doesn't 
bind hla later not to aake aaae deal. {Laughter) 

H • .ll. JR: That ia a hot one, Will you put that in 
your next textbook? {Laughter ) 

WR. SULLIVAN: Wake that a footnote. (laughter) 

ldR, PAUL: Wurphf? 

WR. JroRPHY: Yea. 

MR, SHERE: Yea. 

MR. SHOUP: I vote no, higher. 

H.K. JR: You think it should be hi gher than twelve? 

WR. SHOUP: Yea .• 

MR. PAUL: Plus Gaston's .Social Security? 

MR. SHOUP: ·Let me add that I don ' t .think the 
Treasury should be concerned whether i t ia licked or not. 
The ohief point ia What the Treasury thinks ought to be 
done, If it gets licked, it would be too bad, but, after 
all, it is wartime. 

MR. PAUL: Lauoh, how are you on that? 

MR. CURRIE: Well, the way the question ia frlllled, I 
think the Secretary should adhere to what he haa announced, 
I assume, aa you do, that thls doesn't bar acceptance of 
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a modification later. If you got more, for instance, 
from t he compulsory loan, then you can lower the taxes, 
but for your opening statement I certainly think it should 
go through. 

MR. PAUL: You feel pretty much as Dan does? 

J.IR, CURRIE: Yes. 

MR. PAUL: Except your modification covers com­
pulsory loans? 

MR. CURRIE : Yes. 

MR. PAUL: I think i .f you have your twelve you are 
bound to get both the sales tax and forced loans, 

MR. SULLIVAN: If t hey decide to play along wi th 
you and give you anything like the twelve-- · 

MH. PAUL: Most of the anawere to that are yes , 
There are three no•a·because it ought to be lower and 
one no because it ought to be higher. 

H.K.JR: Which are the three that think it ought to 
be lower? 

UR, PAUL: smith, Sullivan, end lhlte. 
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I voted yea on that because of the form of the queetion. 
I would like to see some compulaorr savi ng put in that 
twelve billion. 

MR. BELL: You wouldn't have much choice, would you? 
You wouldn't really have much choice, would you, on a 
twelve billion dollar rate? 

KR. PAUL: That ie Juet why I went along, Dan. 

KR. CURRIE: It might be more meaningful if you frame 
the question, do you favor eucb and such, and then list 
them. 
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MR. P!UL: Let's put in another question here. Thia 
seems to be so confusing the way the question is put. How 
would you suggest we cover that to get a compulsory saving 
element in it? Maybe we had better go back to the latter 
circumstances as the amount specified in answer to five. 
That is the question we just had. 

"Ie the amount specified in answer to ~estion 5 
exclusive or inclusive of the amount that you wish to see 
raised b~ an expansion of the present Social Security 
Program? 

Dan, exclusive or inclusive? 

MR. BELL: I think expansion of any Social Security 
should be separate and distinct from any tax program, 
exclusive and not considered Social Securi ty revenue at all. 

MR. P!UL: White? 

MR. WHITE: Exclusive? 

MR. P!UL: Smith? 

MR. SMITH: I think exclusive. 

MR. P!UL: Exclusive. 

WR. HAAS: Exclusive. 

MR. JroRPHY: Excluei ve 

MR. SHERE: Exclusive. 

MR. SHOUP: I guess I aa inclusive. 

MR. P!UL: All but two are exclusive. That means 
that Social Security ought to be a different Matter; you 
ouRht to raise twelve billion dollars or whatever it ie 
wi{hout taking into consideration Social Security. You 
shouldn't include any Social Security in the amount that 
you have specified. 
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MR. SULLIVAN: It ie lillll.ting the eour.cea from which 
you get the twelve billion . 

MR. YJliTE :If the conclusion ie that the Secretaey 
should try to ask for twelve and i n addition to that 
get six billion in Social Security, I certainly would 
want to change Ifl1 vote, I think that ia abaurd .. 

IIR. GASTON : Our vote on Social Security was not 
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for t he \l'agner plan ; it was for a ganeral favoring and 
expansion of Socia.l Securi tT. It did not include a six 
billion dollar revenue plan, ~· ·~ 

liR. WRITE: Let ' e put it thia 11'&1 1 that the tax 
program ought to be dea1gned with a view to the amount 
of Income which ia going to be obtained from the expansion 
of Social Securi ty. You ought to keep that in mind in 
the formulation--

liR. PAUL: You do have i t in mind - you have it in 
mind that you get nothing f rom Social Security. I agree 
with you that if you are going to get a lot more Social 
Security you should reduce your tax. 

lffi. Vrli!TE: I! eveeybody ia convinced the t ;you are 
not going to get an)' Social Security it shouldn' t be 
in here at all, but I think there aay be a chance to get 
Social Securi ty. 

MR. PAUL: There i sn't a chance in the world in thie 
Congreea. 

H .14. JR: llay I uke a cOIIDient - I want to eay that 
your definition of adhere to the twelve bil lion dollar• 
would be much eaeier for me t o adhere to, due to the fact that 
that included Social Security. 

MR. WHITE: Tbet would be an excellent out. I would 
go along wi th that twelve billion dollare, too. 

H.K.JR: You would adhere to i t? 

KR. IBITE: Yee, if aix of it would be Social Securit7. 
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J.IR. SULUVAN: J.bout four. 

MR. BELL: If we fot twelve billion dollars in 
taxes, Harr1 would be n faYor of forced ealee, (Laughter) 

KR. ~HITE: Twelve billion in taxes would certalnl7 - I 
am in favor of eame ~rovieion in the lower brackets for 
forced saving in addition. 

KR. BELL: No, TOU would not. (Laughter) 

KR. PJ.UL: Now, the next question ia, ~ould TOU 
include &nT of the following in the progru? • Let' a 
take firat the aalee tax - general retail aalee tax. 

Dan? 

(Kr. Blough left the conference, ) 

KR. BELL: No, I wouldn't include it in 7our 
reo0111menda tion, 

MR. SULLIVAN: I voted no. -KR. PJ.UL: \hi te? -

KR. WHITE: No. 

Ill!. PAUL: !Si th? 

Ill!, SIIITB: No, 

Ill!. PJ.UL: Blough ie not here . 

KR. SURREY: No. 

MR. PJ.UL: I vote no, 

George'/ 

KR. BUS: No. 

KR. PJ.UL: You three (KurpbJ, Shere, and Shoup) are 
all againet it? 
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(~r . Murphy, Mr. Shere, and Wr. Shoup all indicated 
against.} 

MR. PAUL: That i s complet ely unanimous - no sales 
tax according to this group. 

Now, a tax on the increases of individuals, in 
other words, an individual excess profits tax - in this 
question there are two types of this tax, tax increases 
on all t!Pes of income, or increases to proprietorships and 
partnerships. How do you feel about it, Dan~ Do you 
favor it? 

lffi . BELL: I do.n • t know as I know enough about it, 
but I think no is the answer . 

' 
MR. PAUL: -Sullivan, you didn't answer that. 

MR. SULLIVAN: I voted no on that . 

~tR. PAUL: Harry? 

WR. 1\HITE: No . 

~R. Slo!ITH : No. 

lffi. SURREY : No. 

(Kr. Blough reentered the conference. } 

lffi. PAUL: You three (Kr.llurphy,Ur . Shere, and ll.r. 
Shoup)? 

(Wr . Murphy, Mr. Shere, and Wr. Shoup all voted no.} 

J.!R, PAUL: That ie unanimous. 

H.W. JR: I just want to atop for three minutes . I 
wou!d like to have Smith, Gaston, and Mrs . Klotz come in 
the other room just a minute. 

(The Secretary, Mr . Gaston, Mr. Smith, and Mrs. Klotz 
left the conference.} 

MR. PAUL: I think we should go back to some of these 
questions, especially one and five . 

lffi. CURRIE: I would like to have that over-all - I 
would like to have a li ttl• bit of information. 
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MR. PAUL: Let'a go back to tha t question, that ia 
number five. I want to go back to that one because I 
think there are refinementa there - one and five . 
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MR. BLOUGH : What do you suppose the Commissioner 
baa in mind? He is in favor of increased taxes in income . 

MR. SURREY : He ia the only one who voted yes; he 
is the only one who voted for i t . 

Let's take this next question; we will make a lit tle 
time. We can tell the Secretary. I am pretty aura bow 
the vote is going to go on this. The reason we put this 
question in is because Stam suggested that tex on all 
exempt organizations· and labor unions. Be realizes that 
if you tax labor unions you have to also tax business 
leagues and Chambers of Commerce, but Stam i s ready to 
pull down the pi llara of the capitol. 

What the net income would be is a leading question -
dues, or i ncome. I imagine we would get a pretty pre­
ponaera te vote of no on t his, but what is your v?te, Dan? 

WR. BELL: I think I am against that. 

MR. PAUL: You are not very aurtZ 

WR. BELL : I would like eomething to control uni ons, 
but I don't think you can do t.ha t . 

MR. PAUL: Yr. Sullivan? 

MR. SULLIVAN: I voted on all of theee. 

MR. PAUL: I am sorry, we just got some of these. 

Harry? 

MR. WHITE: No. 
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MR. PAUL : Smith is out. 

mough? 

MR. BLOUGH : No . 

YR. PAUL: George? 

l!R. liAJ.S: No. This is number sight? 

ILR. PAUL: Yes . 

MR. IIURPHY : No. 

llR. SHERE: No . 

MR. SHOUP: No . 

MR. PAUL: We have all no ' s there, except Dan's. 

MR. BELL: Well, I will make it unanimous . We have 
to do something to control unions . 

WR. PAUL: The only vote we haven't got is Smith ' s. 

YR. WHITE: Wb1 baa the expansion of Social Security 
so poor a chance? Public sentiment seems to be for it. 

YR. PAUL: Dougbton told the Secretary and me at 
lunch one day that they couldn't get one vote in his 
Committee even for consideration of the bill, not to 
mention--

MR. BLOUGH: Suppose he is one thousand percent wrong 
what ). a a thousand peroen t of zero? 

MR. PAUL: I don ' t think be would get more than two 
or three votes. 

... -
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WR, BLOUGH: 1944 is coming along. 

WR. SHOUP: If you got it out of Committee, I think 
it would go right through. 

MR. WHITE: Su~poae thie amount of money had to be 
gotten, and it is e~ther Social Security or taxes, would 
that help it? 

WR. PAUL: I don 't know, because they are snotional 
about it and opposed to it. They think it is crackpot . 

(The Secretary, Wr. Gaston, Wr. Smith reentered the 
conference.} 
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H.W.JR: While we have you here, I want to take a 
leaf out of Mr. Beardsley Ruml'e book and cane out publicly 
for eanething that is popular - I can ' t go as far as he 
did - and that is to come out publicly for combining the 
victory tax and the withholding t ax into one tax- simpli­
fication. 

Now, in order to do that - the thing I got as a 
result of my trip to Buffalo - I would send out maybe five 
hundred telegrams . That would cover eight million ~ployeea -
f ive hundred t elegrams - one for every five thousand or 
over - I would send out five hundred telegrams asking them 
what it means to them i n saving of IliaD-hours i£ the with­
holding tax and victory tax were combined, a rough eetimete 
ot how many man-hours this would eave. 

WR. SULLIVAN: A year? 

H.W. JR: A year. If the t wo things were combined -
and then base my statement on that infor.ation . I know 
the arguments, George isn't going to like it, and Doughton 
isn't going to like it, but if the country is going to 
like it, I don 't see--

WR. PAUL: I don't think you can put the question 
that way from the standpoint of theee.questi?nnaires, 
because it is combined now with the w1thholding tax. 
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MR. GASTON: In their tables, yes. 

~. SURREY : The tax is combined in the tables for 
all other eMployees. It involves a question of whethar 
you have the twenty percent or the three percent . 

H.M. JR: Look, t here is going to be an argument -
let it go - after tbi s is over if I am right to combine 
the ho, we will save many man-hours in bookkeeping - am 
I right or wrong? 
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MR, SURREY : It will save some, but what you have 
now is wi thholding of twenty percent end a three percent 
rate, It might be a result of things here that we have 
to have withholding - twenty percent rate and ten percent 
rate - which will be the same situation . 

H.M.JR: Will you (Smith) get to work, and as soon 
as you are ready wi th that work l et me know? 

MR. PAUL : While you were out of the room, i n order 
to save time we took a vote on the queetion eight , which 
is a form of taxes suggested by Stam, a t ax really - you 
could call it a tax read i nto Stam's mind - a tax on labor 
unions of ten percent - a moderate tax on labor unions . 

H.U. JR: Anybody for that? 

MR. PAUL: They were unanimous against it. 

Now we oo=e to question nine, "Do you agree that in 
the program recommended the individual incane ta~ should 
account for approximately three-quarters of the 1ncrease 
asked for?" That refers to the sum of eig)lt billi.on uven 
that was in the tentative provision we lined up which is 
approximately tnree quarters of t welve, That l eft the 
rest of the program excises, corporate income taxes, and a 
small amount of estate taxes , In other words, the real 
question is, did you think the preponderate large bulk of 
increase should ba individual income taxes? 

hhat is your vote on that, Den? 
NR. BELL: I don't have any opinion on it; I don't 

know what it should be, but all you can get. (Laughter) 
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MR. PAUL: He refuses to vote . 

MR. BELL: I don't know whether it should be two­
thirds or not . 

MR. BLOUGH : You mean you approve t he eight point 
· eeven· level of individual income taxes? 

MR. PAUL: Well, in relationship to the t welve 
billion, do you approve the eight point seven? 

UR. BELL: I don't know whether it is right or not. 

YR. PAUL: You just can't get a vote out of him. 
Let's get Harry. 

K"R . \'olliTE: I think the preponderate should be from 
income taxes, and I think eight seven i s preposterously 
too high. It is too high, but I think whatever tax pro­
gram you have should come preponderately out of income . 

MR. SURREY : And if you asked for twelve, you would 
ask for eight on the income . 

MR. PAUL: I think Harry's answer is yes on that, 
with certainly a footnote that that is too much. 

Sullivan? 
J.!R . SULLIVAN: My answer related to my other recoat­

mendation in the amount to be raised, three-quarters of 
t bat, which would be six. 

WR. PAUL: In other words, your total was nine. 

MR. SULLIVAN: My total was eight, and three-quarters 
of that i n individual income taxes i a O.K. wi tb me . 

MR. PAUL: Blough? 

MR. BLOUGH : Yes . 

J.!R. PAUL: Haas? 
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liR. K.US: Yee. 

liR. PAUL: lfurph¥? 

I&R. lWRPKY: Yea. 

KR. PAUL: Louie? 

liR. SHERE: Yea. 

liR. SHOUP: Yea . 

liR. PAUL: Currie? 

liR. CURRIE: Yea, with the aae qualifications that 
were introduced, 

liR. PAUL: We will baTe to go back to that aggregate 
amount, but in terms of relationahip JOUr anawer is yea? 

I&R. CURRIE: Yea. 

B.K. JR: Maybe Bell 11111h to rni u his anawer. 

liR, BELL: I don't know what the total tax should 
be, 

liR. PAUL: In relation to the exceaa profit• tax-­

KR. BELL: Well, I think the preponderate abould be 
in the inccae tax, but whether it ahould be aevent7-fiTe 
peroant or sixty percent, I don't know. 

MR. !LOUGH 1 That 11 raall¥ wba t the whole question 
aune. 

KR. BELL: I think it baa got to be. 

liR. PAUL: Yea, it baa got to be. The answer to 
that queation is prett7 auoh - it ia unaniaoue that the 
preponderat e ougnt to be in inoraaeed individual incoae 
taxaa, Soae of the anewere don ' t go along with the 
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total twelve, and therefore, ther don't go up to tbe 
eight seven, or nlne, but whatever the total ia.everrbod¥ 
agreed that the preponderate . amount ought to be tram 
the individual income tax. 

Now I would like to go back later to the question 
of amount. Tbeae other queationa develop rour thought• 
a li ttl a mort. 

Tb.a next queet.ion il, "Do rou favor vigoroua proucuticn 
of recommendations in loopholes,• 

MR. BLOOGB: You akipped the meat ot tbia tbillg. 

~ PAUL: Oh, I aa aorrr. •Should the present 
exemptiolla ot the individual income tax be ntained?• 

H.K. JR: What page are rou on? 

MR. BLWGH: Four. 

MR. PAUL: Should the preeent exemptions be retained, 
or should ther be reduced to five hundred, a thouaand, 
and two fi ftr? 

Dan? 

MR. BELL: I think poeei bl7 the7 have to be lowered 
in order to get your moner. I would be in favor ot lowerillg 
them it it ian 't neoeeearr to give refundable taxes. I 
think we ought to eliaill&te thoae it we c~ 

H.W.JR: I don't know what rou aaid - what about 
refundable ta.xea? 

KR. BEIL : I aaauaed that it ie going to be argued 
that it rou lower the ex .. ptiona rou are going to have to 
give refundable taxea, and there ia a question on that 
latter. I think •e ought to avoid refundable taxes it 
we can. · 

MR. PAUL: Your anawer ia that the7 ahould be lowerY 

KR. BELL: Yea, rou have got to get the revenue. 

~· .. 
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WR. SULLIVAN: I think the;y should not be retained, 
they should be increased, because of the present coat 
of living. It is impoee1ble tor a single person to' live 
on fi ve hundred dollars a ;year in parts ot this countrr. 
~1 answer is that the;y should be raised. 
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YR. PAUL: The question is, "bbould the;y be retained?" 
You answer is no, they should be increased. 

YR. SUIJ.IVAN: 'l'bat is right . 

YR. PAUL: Wbi te? 

YR. Wl!I 'ft:: They should not be lowered. ».y answer 
is no. 

YR. SU'lll: Yea . 

YR. BLOOGll: Sm1 th' a an ewer h 1• 1. 

My answer is no - they should be lowered. 

YR. PAUL: 1iJ answer h no w1 th the qualification 
that A¥ no is coupled with an eiiaination of the victor;y 
tax and a poeeible retraaing of lower rates . 

YR. BLOUGH: Well, I would like to put tba t in. 

H.K. JR: Give ae the benefit of what Gaston said. 

YR. PAUL: Gaston voted to lower thea; no, the;y 
shouldn't be retained. 

YR. GASTON: It would be intereeting tor those who 
voted to retain tbam - whether the;y want to retain the · 
exemptions just as the;y are - ma;ybe they want to change 
them a little bit traa'the present five hundred, twelve 
hundred and three fifty. 

YR. PAUL: John don indioate in hie anawer--

YR. SULLIVAN: Yee, I want t o put the single one up 
to aix. 
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WR. GASTON: There ia the relationship between the 
married and tbe single aan - ie that riiht or not, the 
f ive hundred dollars and the twelTe hundred?. 

• .IIR. PAUL: The sincle ahould be half the married, 
and the dependent should be half the lingle. It makes 
the withholding tables much aiapler • . 

.IIR. GASTON: Would JOU lean the fin hundred and 
twelve hundred, or as John suggested, raise the fiTe 
hundred to eix hundred? 

MR. WHITE: I thought it waa tweln hundred, six 
hundred, and three fift,y, 

lilt GAST<Jl: It ia tweln hundred and fin hundred, 
There is a differential there • 

.IIR. SUU.IVAN: The1 can't do it. 

llR. ~ITE: I think there would be an advantage to 
raising i~ . But I think there are additional objections 
to raising it back which outweigh tbe adTantage, so I 
would be inclined to leave than as the¥ are, not lower 
them, but not raise than either • 

.IIR. PAUL: Let' a give the Secreter1 the bsnefi t of 
the vote on that. 

llR. BAAS: My anewer would be no, because I Toted 
for the twelTe billion. I don't ••• how JOU could raiae 
tbat aua. 
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MR. liURPHY: No on retaining th .. , 1es on the changes. 

MR. SHERE: I Toted for fiTe hundred, one thousand, 
and two fi f tJ. 

WR. SHOUP: I voted no on retaining them. I 
probabll WI would have to haTe nine hundred, four 
tireefiftJ. I .ant dependent• left untouched • 

.IIR. PAUL: Currie, what would JOU do? 

think 
f ift¥ and 
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WR. CURRIE : I would like the dependants left un­
touched. It seams fOUr worst position ia married man 
without children, 

MR. SHOUP: If 10u want to go to eight hundred, 
four hundred, and - in other words, the dependent one 
is the one that sta1s, I think. 

~. PAUL: Your vote ie leave the dependents, but 
lower the single and married, I vote for that, too. 

YR. MURPHY: I wouldn't reduce the single. 

MR. PAUL: Well, we didn' t propose to reduce the 
single, 

MR. WURPHY: I thouibt 7ou said your vote would be 
to keep the dependent but reduce the single and married. 

KR. PAUL: Reduce the married without dependants. 

Well now, let's sea if we can summarize the vote 
there , 

"!::::!! 
KR. SURREY: The summer, bare i s that they should 

be lowered, but acme have distinct doubts about reducing 
the dependent exampt ion verf far at all. 

KR. PAUL: Thera i s one vote that the7 should be 
retained - that is John's vote - and one vote that thef 
should be reduced evan below those fi r st we proposed. 

KR. GASTON: John'a vote, I take it, was to increase 
the aingle man to aix hundred, not t o retain it tbera at 
five hundred. 

KR. BELL: In other words, rou are in favor of one 
thousand five hundred and t wo f iftf? 

MR. GASTON: No, si x hundred, three hundred and 
twelve hundred 1a what John wanta. 

KR, SULLIVAN: I doubt ver7mucb if we wovld show 
a net profit of aingle people between six hundred and 
five hundred dollars. 
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~R. PAUL: The next queetion ie a hard one to 
answer, but the anewer to the queetion depends on how. 
you oonetruct - the etructural rate eohedule depende 
on the anewer to the question, eo you haTe to get eome 
eort of general answer in framing the rate schedule. 

"In framing the rate eohedule on what income groups 
would you place most of the additional burden?" The 
answer would have to be in the lower, middle, or higher, 
or eome general tenas li~e that. 

How do you feel about that, Dan? 

YR. BELL: !gain I don't ~ow, franklJ. I just don't 
~ow what ahould be had. 

YR. PAUL: Gaston voted low and middle . 

H.W.JR: Put me down for medium rare. lLaughter) 

MR. SULLIVAN: FiTe to twenty thoueand, I think. 

KR. PAUL: How do you Tote, Harry? 

MR. 'IlliTE: Three to t we.nty, low and middle. 

YR. GASTON : The t ie about rq idea, because I was 
Toting pretty much on the line of thie tentatin incaae 
tax schedule that Roy had, which ie in the lower and 
middle. 

KR. PAUL: Saith certainlf got out of this. 

YR. BLOUGH: I would aar low and aiddle1 but I think 
you would han to go 'D retty heaT)' from two tnousand and 
up because I juet don1t thin~ the money is aT&ilable if 
you don't go below three. 

WR. PAUL: I am for two thousand up. 

KR. HAAS: Low middle, approximately. 

liR. PAUL: ihat do you mean by approxiaately? 
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MR. HAAS: I think that calla for a qualification , 
You have to go i n the middle area, but if you want to get 
the twelve you may have to go down i nto the lower group. 

MR. PAUL: How do you f eel, Murphy? 

MR. WRPl!Y: Low and middle, You have to gat aoet 
of the money below twenty thousand, perhap• two thousand 
and f ive thousand. 

MR. PAUL: You aay two to five, or two to twenty? 

MR. MURPHY: Not much above ten . 

MR. BLOUGH: It doe an ' t mean that you won' t try, 
but you won' t get it. 

MR. PAUL: Louh? 

MR. SHERE : Under ten . 

MR. PAUL: That certainly ia a safe anewer. 

MR. SHOUP: Twenty-five hundred to five thousand, 

MR. PAUL: How about you, Lauch? 

MR. CURRIE: Low or llidd.le. 

KR. PAUL: They are all - the answer• are really 
all about the eaaa . fheJ are all dictated bJ the neoeeaitJ 
ri sing f ro. where the money ie available and the amount of the 
appropriation. 

MR. BELL: ihat ie high in thle, anything above twenty? 

KR. PAUL: There ia no mone1 there. 

KR. GASTON : You are really uking where you want 
to get the bulk of the money, and, obviously, I want to 
get it where it ia. 

KR. BLOUGH : Yea, but protect ae well ae you can the 
nry low group. 
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MR. PAUL: Now, we have the refundable question -
"Should part of the increase in individual income tax 
be in the foMn of a refundable tax?" That question is 
partly related to giving relief in the lower brackets, 
making increases in t he lower brackets refundable. 

One of the chief reasons ia not entirely to induce 
compulsory saving, but rather to give relief to incomes 
~hich are stationary, or which have been subjected to 
some particular strain like sickness, heavy burial expenses, 
or some misfortune during the year. But if you just gave 
relief ~enerally to debtors and such people, you would be 
discrim1nating agains t non-debtors, You can avoid that 
diacrimina tion by making the tax refundable in part, and 
allow those in need of relief to get the refundable part 
of their tax. 

MR. BELL: Wouldn ' t this be a terrible administrative 
problem? 

M~. SULLIVAN: Frightful, 

MR. PAUL: It won't be any greater problem than a 
compulsory tax. 

MR. GASTON : I don't think my answer was very clear 
on that. My thought on that wae that if have to make 
concessione when we finally get before the Committee, I 
would prefer a concession in that area, especially in 
the l ow income groups, rather than greater cuts in the 
whole income tax schedule . 

MR. PAUL : Dan, what is your answer? 

120 

MR. BELL: My first answer would be no1 but I think 
maybe after seeing the cases and the ai tuat1ons - the rates -
I might say yes . But my first answer would be no . 

MR. PAUL: John, we don't have your answer. Do you-­

KR. SULLIVAN: I voted no. 

l.IR. PAUL: Harry? 
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MR. ~HITE : It probably would depend on how low 
your rate schedule goes, but I would be inclined to 
say yea , part refundable . 

MR. BLOUGH: Yea, r estrict it to the lower people, 
the lower income group . 

MR. PAUL: Haas? 

MR. HAAS: My first answer is no, but I agree one 
hundred percent with Herbert. 

MR. PAUL: Vurphy? 

MR. MURPHY: No, with Yr. Gaston's qualif ications. 

MR. SHERE: I vote yea . 

MR. SHOUP : Yes , 

MR. PAUL: Lauch, how do you feel? 

~R . CORRIE: Yes. 

WR. PAUL: The ma jority is yea, part of the increase 
ought to be refundable. Those who voted no, I think, have 
the qualification that they would rather have this included 
in tlie tax proposal than have that twelve billion reduced. 

MR. GASTON : It would reduce it. 

MR. BLOUGH: I am a yea voter, but I t hink your beat 
strategy is, 88 the no's said, use tha t 88 a bargaining 
tool. 

I!R. GASTON: That ia pretty good - close to my idea. 

MR . PAUL: If you want to use the Ruml idea, that 
'1ould be right down the alley . 

MR. SULLIVAN : I mean, refundable--

YR. PAUL: As Harold Sni th says in a letter I was 
going t o produce, i t is "Compulsory savings by another 
name. " 
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Is that the first report on 1our 

MR. PAUL: This came in before the questions, Dan . 
S»ith is goi~g to r eport on that. 

Have fOU seen this letter. 

H.W.JR: No, I haven't 

MR. PAUL: It came in 111terda.T 'tlhlle TOU were &WIT. 

H.M. JR: Addressed to whoa? 

MR. PAUL: To fOU. 

H.M.JR: What is in it? 

MR. PAUL: I would like to read it. 

H.W.JR: Whatever fOU think. 

MR. PAUL: The next question would be, "Do fOU 
favor an effective ceiling on incomes above $25,000?" 
That queetion ie divided--

YR. BLOUGH: lou skipped part of D there. 

KR. PAUL: Pudon me - "Should the refundable 
part of the ta~ be confined to the lower levela?" 

Dan? 

MR. BELL: Yes. 

MR. PAUL: I think everybody agreee. 

"De rou favor an affective oeiling on incomes above 
$25,000 bT the aDecial supertax method," or "bT steepness 
of rata schedule~ - a practical limitation of twenty-five 
thousand dollars? 

Dan? 
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KR. BELL: I aa not i n favor of haTing a ceiling at 
all aa euch; I am i n favor of rai8ing the ratea, but I 
don ' t think we ought to atart out to limit incmae above 
twenty-five thousand. 

MR. PAUL: Then ;you vote no on the tirat part - b;y 
the rpeoial supertax - and ;ye• on the ateepneee of rat e. 

KR. BLOUGH: Except, he ma;y not want to raiee it 
ateep enough to make that. 

I.!R. BEU.: 
but I think ;you 
incCDe--

KR. PAUL: 

I think I would be no on both of those, 
ought to, for the purpoee of eliminating 

Gaston voted no. 

KR. SULUVAN: No. 

KR. WHITE: I voted ;yea on that. I voted 7ea on 

KR. BLOUGH: TechnicallT speaking ;yee on both, but 
it depends on what 7ou mean b7 practical ceiling. It 
ma7 be a steep increase in ratea. 

KR. GASTCif: I agree wi th that , Ro7. 

KR. SURREY: That doem ' t an•wer the question. 

llR. BLOOGH: '!'ben the anewer 1a no. I don't believe 
in aetting a twenty-fin thouaand dollar ceiling. I vote 
no on the first and 7es on the •econd. 

llR. PAUL: George? 

· 14R. HAAS: I would do 1t that •f• but I wouldn't 
be particular whether it waa twenty-f ve or twenty- six. 

llR. BLOUGH: I under stand George - wb&tenr ;you 
record for bia, record tor ae. 

KR. SURREY: I th.ink that if ;your ratu are ao 
deaigned that 70u reach a ceiling - a&Tb• nottwent7- tive, 
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maybe thirty or thirty-five - but you announce that ae 
your purpoae--

MR. BLOUGH: I w~uld have no ceiling for the purpose 
of getting that. 

MR. PAUL: How do you vote on that? 

MR. WURPHY: I would like to eee the ceiling and leae 
tax exemption in general1 but I would like to see it done 
by the supertax method, because that ia the onlJ method 
that would do it . 

MR. SHERE: I vote no 09 the firat one and yea on 
the aecond one, and I wouldn t worry enn if it went 
below t wentT-five thouaend, · 

MR. SHOUP: No on the firat and yea on the second. 

!JIR. P!UL: Lauch? 

KR. CURRIE: No and 1ea. 

MR. PAUL: There ia a pretty ccmplete unanimity that 
we shouldn't indicate eny ceiling. There is ICIIIe diTieion 
of opinion about whether we aboulcl make the rata schedule 
ao 1iiff that we acccmplieh the ceiling - the second 
queetion, the ateepneae of the rata schedule. 

MR. SURREY: The 1e•' • art in the •ajoritT on that. 

MR. PAUL: In other worda, the 1"' a are elighUf 
in the majoritT that fOU ehould acccmplieh a practica 
limitation of incaae by having a Ttrf atiff inccme tax, 
which meane that f OU practicallT in no case can earn 
after taxes more then twentT-five thousand dollars. 

H.M.JR: Would you juet summarize again the part 
about refundable lower incaae lnelaY 

MR. PAUL: That il Dine- D. The •ajori t1 h in 
favor of the refundable part of the tax In the lower 
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income levels - that we should make part of the tax in 
tho~e levels refundable. Those opposed to it--

KR. GASTON: !hat is in special casea of hardship 
end ao on, isn't it? 

KR. BELL: It all depends on the rate structure. 

KR. PAUL: I don 't think the anawer is tied up to 
that, because we have a couple of questions later which 
will bring that in. 

KR. GASTON: How ia the question asked, Randolph, 
should part--

KR. PAUL: •Should part of the increase in individual 
income tax be in the form of a refundable tax?" The 
majorit7 ea7 Jee. Those who ea7 no are Bell, Gaston, 
Sullivan, and Haas. But moat of tboee who ea7 no -
certainl7 JOU (Gaston) and Haae - admit that if JOU have 
to reduce your twelve billion it would be advisable to 
take that. 

KR. GASTON: Yea, but I was speaking of aaae special 
concessione in the form of a etraig)lt feneral refundable 
tax, special conceeeione to meet certa n situations ae 
indicated later on in the queetionnaire. 

KR. SHOUP: You would pretty well have to aake it 
general without making those concessione. Voet of those 
conceeeione are in the form of immediate relief. 

KR. PAUL: The onlJ purpose of those concessione ie 
to give immediate relief, anticipating poet-war refunda 
that the other people would get. 

KR. GASTCfi: That ia right. 

H.V. JR: Are we keeping JOU too long? 

KR. CORRIE: No , 
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YR. PAUL: The majorit,r is distinctly in f avor of 
making part of the increase r efundable. I will tell 
you who voted for that: White, Blough, Surrey, Paul, 
Shere, Shoup, and Currie. 

H.M.JR: Now, just for my own information, is that 
sa=e group that you read off also for forced ~nding? 
Let' a ta~e a vote on that. 

YR. PAUL: Ml~t we not take that up in connection 
with the Smith letter. 

H.M.JR: Just do it now - I don't want - l et's 
ta~e those people who voted for that just for f un . 

MR. PAUL: I 'li'Ould like to IIUk e a note of it while 
we are doing it . 

B.M.JR: I would just like to see, 

MR. PAUL: We will take the people who voted yes 
on that - White- -

YR. BLOUGH: I prefer this as the only form of 
forced lending, unle88 you can get very substantially 
more than you can get through income taxes, in 1hich 
case I would be in favor of it generally. 

YR. SHOUP: Say that again. 

IIR. BLOUGH: I pr efer this form only unleea the 
Congressional situation is such that you can ~et very much 
more through forced savings than through the ~ncome tax, 
in Which case I am in favor of it generally. 

MR. PAUL: What ia your anewer on that'? 

MR. SHOUP: I am in favor of it; I agree wi tb 
Blough. 

IIR. PAUL: My anewer is yes on that. 
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YR. CURRIE : I think on the whole I would prefer 
the refundable in favor of forced loena because it 
would cause leas disturbance to your voluntary loa.ns. 

YR. SHERE: I wouldn 1 t be against compulsocy lending 
of a moderate amount. Essentially, I am in the same 
position as Blough • 

WR. PAUL: In a nutShell he is for forced savings 
if you got a big program, but he i s not for a small 
amount. 

H.W.JR: All I say is that it is a good way to ease 
into it. 

MR. SBEHE: I am against the easing in technique 
of star ting with these and then going to twelve or some 
such figure. 

MR. BELL: If you could get f ifteen or twenty through 
first--

MR. SHERE : If you could get a ne t anti- inflation 
amount - a substantial amount--

YR. PAUL: He is exactly the same as Blougn. 

MR. GASTON: I don 1 t know 'llhether you have my 
position as yet . In the first place I am in favor of 
adhering to the twelve billion pro~ram up to the point 
~ere we have to make sane conceselona . I believe those 
concessions ought to be in the area of some relief. Tbat 
refundable tax would apply to people who needed immediate 
relief. 

WR, PAUL: Well, I think you are quite clear on 
that , You are really for a yea answer to the question, 
ebould part of the increase in individual income tax be 
in tbe fo Mn of a refundable tax, if that is the only 
tax we can get. 

MR. GASTON: If you have to make some concessions, I 
would make ths i n tba t area . 
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MR. PAUL: &It a. no answer? 

~m. GASTON : Yes, very much a no answer to, should 
v1e adopt forced savings? 

MR. PAUL: Then to clarify your answer, would you 
start refundable taxes, or would you rather have something 
less and not start refund.a ble taxes? 

MR. GAS~l : I would rather have the twelve billion 
and refundable taxes in a limited area to relieve hard­
ships in the lower incane groupe. 

UR. PAUL: How do you vote on this question of the 
Secretary's, "Are you in favor more generally of having 
f orced savings?" 

MR. CURRIE: Well , it is difficult to give a straight 
answer because it is forced landing. There is a different 
variety. It is difficult to give a straight answer because 
this is forced lending, but it is·11 different a~proach, and 
I think I now prefer a program involving lese d1sturbance 
and interruption to your voluntary program than an announced 
compulsory loan. This is a way ~getting forced lending 
without ' interfering with your voluntary program. 

l!R. l'oliiTE: You can get higher taxes because of this. 

L!R. PAUL: 

lo!R. '1\lii'fE: 
or lending. 

That is one point. 

But it really isn't taxes; it is savings 

MR. CURRIE: It costs the same as forced lending, but 
it makes money available later in the poet-war period for 
people who need it. 

MR. WliiTE: Tbe longer voluntary savin~s ~oes and the 
longer in the war effort you go, the more d1ff1cult and 
the lass justification you have for a completely new pro­
gram . I think that is Blough's position . 

MR. BLOUGH : Yes. 
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loiR. PAUL: I don ' t know how to summarize this last group. 

YR. SURREY: Do you change your position, Carl? 
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MR. SHOUP: I am not in favor of a larged forced 
lending program. 

lffi. PAUL: Say that again, 

MR. SHOUP : I am not in favor of a very large forced 
lending program, 

MR. PAUL: Your answer is no then. 

WR. SHOUP: I am in favor of refunding part of the 
tax in the lower lavale. 

H.W.JR: You stick around, I don't know whether I 
agree with you or not, but at leaet you have a more 
original point of view than moat of the people around 
here, I mean, you are for more taxee than anybody else , 
You want to lower the exemptions fUrther than anybody 
else and you are against forced eavinge - en original 
combination . 

MR. SHOUP: Yes, I want to give back all of that tax 
on the bottan after the war. 

»R. PAUL: He is for forced lending - the refundable 
part, the bottom. 

. There is not a question in my mind that the majority 
here ie in favor of making the increase refundable in the 
lower brackets. 

lffi. SULLIVAN: You will never hold it there, 1!$ndolph. 

WR. BLOUGH: They held it in Great Britain, and they 
have held it pret ty eubetantially in Canada. There baa 
been no tendency in either country to extend--

H,M.JR: But both o! thoee countries are much more 
liberal than we are in their tax thinking. They are about 
ten years ahead of ue - both countries. 

lffi. PAUL: The next i e, "Do you favor some relief 
provision for (1) Individuals with fi xed commitbnents for 
insurance, bane indebtedness, etc.?" 
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Dan? 

MR. CURRIE: That is auWiling 
very eteep rate schedule - doesn't 
the previous question? 

that you have the 
it follow on froa 

MR. PAUL: I t is not intended to, not necessarily, 
Lauch. 

Dan, how do you feel about that? 

WR. BELL: I suppose ea your tax load gets heaTier 
aod heavier you have to have same relief provision, but 
I would hate to see these exceptions get into the income 
tax. tnd I am not so sure that people who own homes and 
take out life insurance should have any exceptions made 
in their favor . But I suppose as it gets heavier and 
heavier you are going to have to do it . 

MR. PAUL: Reluctant yes. 

BELL: Yes . 

MR. PAUL: Sullivan, how did ;you answer that? 

MR. SULLIVAN! No. 
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~. WHITE: Unless some one can ehow me the impossibility 
of people with insurance and mortgagee being able to raise 
more money, my answer is no. They can borrow on their 
insurance policies. The7 can readjust in most cases • slow 
down their mortgages. If there is going to be any relief, 
I would like to see it in the form that was suggested by 
somebody at the last meeting where there is unusual 
expenditures for medical services and t~ings of that 
character, but for the purpose of meeting commitments 
on contract, my answer would be no. 

l!R. BLOUGH : Only to the extent that you have a 
refundable elmnent in there tied up with that so there 
is no permanent discrimination . 
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MR. ~HITE: You mean to say that somebody could 
borrow on that if they n·eeded part of it? 

MR. GASTON: Where one men gate relief on account of 
his heavy liabil ities, the other fellow gets a post-war 
refund in accumulated sum. 

MR. HAAS: I agree with Roy. 

MR. MURPhlr: I agree with Roy except I wouldn•t have 
a refund al~m~nt in taxes, unless lt was proved that the 
relief prov1s1on would only come if there was 8 tax and a 
possible compromise after- -

MR. PAUL: Louis? 

liR. SHERE: I favor Mr. Blough' s point of meditation. 

MR. PAUL: Mr. Shoup? 

MR. SHOUP : Sllll\a. 

MR. PAUL: Lauch? 

MR. CURRIE : No. 

YR. SURREY : I would limit it strictly to cases where 
there was a very large amount of fixed commitments . 

MR. CURRIE: In these two cases these peofle ere 
adding to thei r equity - the principal - I don t see why 
we should give relief to anybody who is adding to their 
principal. 

MR. PAUL: The idea is t ha t a man doesn 't have to 
forfei t all of his life insurance or lose his home . 

MH. GASTON : The vroblam hera is, Lauch, you set a 
certain area - a certa1n amount of refundable taxes - the 
man who has this desperate ai tuation can gBll1ble an immediate 
credit against that; he wouldn ' t wai t for po~~-war :efun~. 
So it leaves him in practically the same ultunate s1tuat1on, 
only he gets the benefit now instead of waiting. 
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MR. CURRIE : This class wouldn't qualify for post­
war refund? 

MR. BLOUGH: If they are up high they won't get any. 

MR. CURhiE: In the higher braokets - there isn't 
any post-war refund for them? 

MR. GASTON : This whole situation is in the lower 
brackets. 

~. CURRIE : It wouldn't apply in the higher brackets? 

YR. PAUL: You are right, Lauch, the limitation - the 
poet-war refund would not apply in the upper brackets -
they get practically no relief. 

J.IR. GASTON : It would amount to, in effect, lowering 
the rates in the lower brackets. 

MR. PAUL : Take the second part of the question, would 
you apply this relief to person s whose incomes have been 
fi xed or relatively fi xed since 1941? 

Dan? 

MR. BELL : No, I don ' t believe I would distinguish 
between those. 

MR. GASTON : No . 

lffi. SULLIVAN: No. 

MR. PAUL: Whl te? 

MR. WHI'IE: No. 

MR. BLOUGH : Yes, I would tie i t in just .like the 
previous one in the refundable tax, if there 1s such an 
amount, which would mean limi ting it in the lower brackets. 
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MR. PAUL: Haas? 

MR. HIJIS: I would start with the lower, but I wouldn't 
mind compromising along the line . 

MR. MURPHY: I would vote no and compromise high. 

~ffi . SHE RE: I would vote yes . 

~. SHOUP: Yes . 

J.!R . PAUL : Lauch? 

lffi. CUhRIE: No. 

MR. PAUL: Would you give relief--

MR. CURRIE: I wouldn 't give relief for either of 
these cases you mentioned; I would for very abnormal 
medical expenses or something o£ the like, but not for 
anybody adding to his capital. 

H.M. JR: Are you through? May I have a minute? 

llR. PAUL : Yes . 

(The Secretary l ef t the conference temporarily. ) 

(Discussion off the record. ) 

.~ 

MR. PAUL: All right, the next question is, "Do you 
favor vigorous prosecution of recommendations in loopholes?" 
The question there is not whether we favor eliminating those 
l oophol es, but whether we favor vigorous prosecution of 
things of this nature. The three things mentioned are 
joint returns, percentage depletion , and tax-exempt securities. 
Can you give me your answer on that, taking the whole? 

MR. BELL: My answer is no. 

~R . PAUL: You mention in this that you are still in 
favor of them but you are not recommending tham at this 
t ime in this pro6ram. 
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MR. PAUL: All right, Gaston? 

MR. GASTON : Yes, on all of them. 

MR. SULLIVAN : I don ' t think there is a chance of 
doing it in thr ee months . 

~!R. WHITE: I would like to see a strong statement 
made. In other words, when you say you~re in favor of 
th~ I would like to see an expression of that. It isn 't 
quite clear that you favor them, by virtue of the excise 
taxes tha t have become more urgent , if possible, in your 
est imation . 

MR. PAUL: I think you are no. I think you ought to 
be consistent with the pas t . 

Ma. BLOUGH : No, except I think in the case of joint 
returns they offer the committee a couple of more acceptabl e 
progrMtB - more acceptable methods of handling that community 
1noome problem, but I wouldn 't make a big f i ght on either 
u1atter . 

MR. SURREY: Only joint r eturns . 
'":-~-- Yk. PAUL: I'd say only joint returns in the case of 

community property. 

MR. hAAS: I said no, with the same comments Harry made . 

MR. PAUL: That is really a no . 

MR. Ml.'RPHY: S81lle. 

ldR. SHERE: No . 

MR. SHOUP: I would say no on the first two and yes 
on tax- exempt securities . 

MR. PAUL: Well, he is keeping original . 

H.M. JR: If be agreed with thew he wouldn ' t have to 
come do11n . 
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l.:R . BLOUGH: I am ra ther hoping that this tax-exemption would 
be clarified before another Congress rolls around - maybe i f 
it is clarified consti tutio.nally we will have a better chance. 

H.J.I . JR: Do you have another question there, Randolph? 

MR. PAUL: The next quest ion is, "Should the total 
amoun t of additional revenue from corporations be $1 
billion, more, • or, "less?" "Specify the rate . Specify 
the amount . " To get one billion you need about fif ty 
percent of normal and surtax and some increase in the 
excess profits - maybe ninety- two end a half percent. 

'ftbat is your answer on that, Dan? 

MR. BELL: I again don ' t know if the proportion should 
go one way or the other . I am in favor of getting all you 
can from that , (Laughter) 

MR. PAUL: Would you be in 'favor of a fi fty percent 
normal surtax? 

MR. BELL: Yes . I think that is reasonable . 

MR. PAUL: Gaston ie yes. 

~here are you, John? 

WR. SULLIVAN: No . I wouldn't raise theJl e t all. I 
think you are so high now you are inviting ell kinds of 
waste and extravaga.nce . Furthermore, I tliink if it is 
increased it is going to complicate further a plan that 
we will not be able to administer on an equitable basis 
for ell corporations. 

MR. WHITE : I t hink they could stand another billi on . 
I don ' t think it should be much more than that. 

•• • 

lffi . BLOUGH : I am somewhat reluctant - somewha t different 
from John , I think there is going to be pressure for ~hese 
other things anyway, and if you don 't ask for substant1al 
incr eases, you will probably lose a lot of money. 
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MR. SULLIVAN: You mean they would be delighted if 
we didn 't get anywhere with the House . 

MR. PAUL: I would like to get somewhere with the 
House. 

MR. BELL : You can go up and ask for additional income 
taxes . 

MR. HAAS: I would raise the normal and surtax to 
fif

1
t¥dnfercent and_ get as much of that as you could I 

wou t do the nJ.nety. ' 

MR. ~BY: I would say yes . 

MR. SHOUP Yes on a billion. 

MR. SHERE: Yes . 

l!R. PAUL: Lauch? 

MR. CURRIE: Yes. 
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MR. PAUL: There is pretty general agreement there that 
we ou~1t to try to get the billion . There are a couple of 
qualifications - Surrey and one or two others thi nk that 
we should get whatever the fifty percent rate ~ould bring -
possibly a billion, I think. Practically everybody feels 
that we ought to get that much, and moat people feel we 
ought to get the whole billion i f we have to increase the 
excess profits tax rate . 

The next question bas really been covered, "Are you 
in favor of increasing the excess profite tax rate above 
the present 90%?" I think we have your answer on that 
already. 

MR. SHOUP: There are some other possibilities there. 
You might want to try to fight for more . 

MR. SULLIVAN : What is that? 

MR. SHOUP: Lower your percentages for the base period 
and make a try for some of those things . 
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MR. PAUL: "It you favor increasing the exceaa profits 
tax, should part or all of the increase be in the form of 
post-war credit? " 

YR. BELL: I am not in favor of increasing. 

Ki.PAUL: If you favor - in other words, should that 
be a tax or a post-war credit - if you favor increasing 
the ninety to ninety- two and a half? 

~. BELL: Say everybody waa against increasing the 
ninety--

~. GASTON: No, that is implied in your billion 
dollar increase. 

WR. BELL: I will accept the qualification then . 

MR. PAUL: Let's take - let's go through and be 
clear about that. 

Are you in favor, Dan, of increasing the excess 
profits tax above ninety-percent? 

MR. BELL: No, that is high anough now. 

WR. SURREY: You change your answer to the first one 
then. 

lffi. BELL: Yes. 

IIR. PAUL: John? 

WR. SULLIVAN: No. 
' 

WR. PAUL: Herbert? 

WR. WHITE: Up to ninety- two, not more than that. 

WR. PAUL: Your answer ia yea . 

WR. BLOUGH: Only if you get it back in post-war 
credit. 
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YR. PAUL: Then you answered C yea. 

MH. SURREY: No. 

~!R . PAUL: Yes, 
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MR. r.ASTON: I don't see much advantage in raising 
the rate and giving it back on a post-war credit. You 
can get the money; you can borrow it through corporations 
and through the bank if you want the temporary use of 
money, But putting on that added rate and then giving it 
back after the Mr is just an unnecesaary complicated way .~ • 
of borrowing the money. 

MR. BLOUGH: I think the corporate ought to be pro­
tected itself , and I ' d like to see a very much quicker--

l!R. PAUL: I don't see much difference between ninet;y­
t li'O and ninety, 

MR. CURRIE: You bad some good reason for increasing 
the ninety to ninety- two? 

IJR. PAUL: It i s a good way to fight so1:1e of the 
renegotia t ions - changes they are tr;ying t o mace on us, 
and generally along the lin~ it is the best defense we 
have . I would go for the tax at ninety- two and a half. 

MR. CURRIE: How would that fight with renegotiations? 

H.l!. JR: You are only one and a half below the 
statement I made, and I was damned from one end of the 
country to the other. 

MR. PAUL: Yours was placed on capital. 

H.\l . JR: Pardon me, I didn't mean to interrupt. I 
am sorry. 

MR. CURRIE : I don ' t quite see why Randolph's raising 
that to ninety- two would help you . 
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MR. PAUL: Because they would be apt to say, ""iou 
~iva u~ the ninety- two and we will give up some of our 
1deas. · 

WR. BLOUGH : Or if you get the ninety- two and a half, 
what is the use of us fighting for renegotiations? We 
won 't have anything anyway. 

MR. SULLIVAN : Well, t wo and one half percent is going 
to make them change their vi ew on that. 

YR. PAUL: The next question is, ·~hould we make 
specific recommendations designed to help the amall 
corpora tions'l" 

H.M.JR: Paul just voted that bunch off bsck there . 

MR. BLOUGH : I wonder how Carl voted on that. 

MR. SHOUP: "10-D" - I vot ed no. 

MR. SUU.TVAN: I think the question is phrased 
improperly. 

lffi. PAUL: Dan, what about "10- D? " 

MR. BELL: I am not in favor of post-war credit or 
anything we can get away from. 

lffi. SULLIVAN : No, 

MR. PAUL: Harry? 

MR. WHITE: I take it this doesn't 0appl~ to low income 
brackets, Which we already answered in 9-D. 

MR. BLOUGH : This is corporations only. 

MR. WHITE: On corporations, no, definitel y. 

MR. PAUL: Yes - no, I guess it is. 
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George? 

MR. HAAS : No , 

MR. PAUL: Murphy? 

MR. MURffiY: No, 

IIR. SHERE: No . 

lffi. SHOUP: No. 

- 49 -

lffi . PAUL : Will you make it unanLnous? 

MR. CURRIE : Yea . 

MR. PAUL: Now, "Should we make specific recommenda tions 
designed to hel p the small corporation?" That ie "10-E. " 

MR. BLOUGH : Fi rat state your specific recommendations. 

MR. PAUL: Well, of couree--

IIR. BELL: Isn't there some exemption now for income -
five thousand? 

MR. PAUL: Yes, five thousand, but in addition the 
rate is lower in those brackets . 

lffi. BLOUGH : I think we can throw a few thillgs in their 
directi on without breaking things up. I con 't think we can 
very well answer that question until we have specific 
rec~endations . 

• • • 

MR. PAUL: Let ' s take the estate tax and see if we 
can ' t do i t- "11-A and B." "Should the total amount of 
additional revenue be $300 million?" And, "Should the specif ic 
exemption be reduced f rom the present $60, 000" - to what , 
forty? 

How do you feel about that? 

lffi. BELL: Where does the rate go on three hundred 
milli on, just roughly? 
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J.!R. BLOUGH : Well, we had a rate which started -
lowered the exemptions to fifty thousand dollars - to 
forty thousand dol lars from the present sixty, Instead 
of starting at three percent, it started at five percent 
at the hundred thousand dollar taxable level, or above 
one hundred thousand i£ was forty instead o£ thirty . The 
million dollar level was seventy-ei ght instead of thirty­
nine. 

~. SHOUP: Are these effective rates? 

J.!R . BLOUGH: llo, these are bracket rates. That amounts 
to a very high schedule at the top, although you can' t 
compromise much. 

ldR. PAUL: Take your tax, Roy. 

MR. BLOUGH : Well, there is an exemption of sixty 
thousand . Now, under that two hundred thousand there is -
the present law - a tax o£ thirty-two thousand seven hundred. 
Under this three hundred million dollar schedule it would be 
fifty-one t housand compared to thirty- two out of two hundred 
thousand. 

The present law is three hundred three, and this would 
go to five hundred forty . I want to point out that out of 
a mi l lion dollar estate--

MR. BELL: Three hundred- you take over half of it. 

MR. BLOUGH: This goes way above the British and 
Canadian; I think you ought t o know that. 

WR. SULLIVAN: This is just like a loophole. 

MR. BLOUGH: I am not sure to what extent this could 
be moved down . These high rates could be moved down a 
11 ttle ways . 

MR. BELL: I think those rates are too high •. The 
t hree hundred million dollars ie too much. You mlght tXy •t 
to gat some additional r evenue out of estate taxes . I on 
think the sixty thousand ought to be lowered. 

•• • 
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MR. SULLIVAN: I am wi th Dan. 

MR. PAUL: You didn ' t answer that, Gaston. It isn't 
noted here. What is your answer on the estate tax? 

MR. GASTON: No . 

~. PAUL: I t is no? 

MR. GASTON: I t is, yes; I am not sure about the 
exact rates. 

MR. PAUL: Would you reduce the exemptions? 

llR. GASTON: Yes . 

MR. PAUL: Sullivan? 

MR. SULLIVAN: I am with Den, 

MR. \\BITE : I would reduce the exemptions and 
the rates. If you could get four hundred million, 
try for that. 

MR. PAUL : Blough? 

increase 
I would 
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UR. BLOUGH : Yes, but I am not entirely satisfied 
with the rate schedules, and I think they should be adjusted. 

MR. SURREY: Yes. 

MR. llAAS: Yes on both . 

lo!R. lruRPHY : 
what Harry says . 

I would set the rates a little above 

MR. PAUL: 

ltffi . SHERE: 

J.IR. PAUL: 

.. 
Louis? 

Yes . 

Carl? 
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MR. SHOUP : I would vote yea on both; I would like 
to get five hundred million . 

MR. PAUL: Lauch? 

MR . CURRIE: Yes on both. Now, I don ' t kno~ wheter 
we can take--
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MR. PAUL: I think the exemptions - we might have just 
a general question and then get over to this letter. Could 
we have a general answer to this question t welve. Are • 
you opposed. to heavy increases on those commodities mentioned,' -
Dan, heavy 1ncreases? 

MR. BELL: No, I am not opposed to them. I would go 
way up on admissions to theaters and fur coats and things 
like that. I question much heavier taxes on communications 
and transportation. Those are the only two I have any 
doubt about. 

MR. PAUL : Gaston answered that •• You didn 't sp~cify-­

MR. GASTON: I am in favor of heavier increases on 
liquor, beer, cigarettes, tobacco, communications, trans­
portation of persons, admissions, and would probably pick 
out a~e others, but I haven't listed them . 

MR. PAUL: Well, these are the leading revenue producers. 

YR. SULLIVAN: I am a little bit light wi th Dan on 
coacunioations, but I tbink the others ought to be doubled. 

MR. BELL: Including transportation? 

MR. SULLIVAN : Yes. 

MR. V.HITE: I am in favor of that . \Vo~ld tha1tdmake 
beer fifteen cents a glass? I don ' t think 1t sbou Ko 
beyond ten. (Laughter ) That probably depends upon t e 
glass . 
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MR. SULLIVAN: It isn't any good anyway. They are 
no t putting anything in it. 

MR. WHITE : I mean, it won't be so high . 
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MR. SULLIVAN: The stuff they put in doesn 't coat them 
half of what it used to. They won't even drink it themselves. 

tR. BLOUGH: I am in favor of having an increase -
in favor, except--

MR. PAUL: I don ' t know ~ether we should take thi rteen 
at the moment - prevent speculation - it is still in a 
very tentative state . 

MR. BLOUGH : I t is no t a tax matter. 

MR. BELL: I am opposed to it. 

MR. PAUL: I would like to go back now to questions 
one and five, revising the answers in the light of the 
whole discussion, and I would like to raise two points as 
a basis for that discussion. 

The first point is that I am getting very dubious -
at l east I as a mere lawYer and not an economist am getting 
very dubious about my premises in respect to the inflation 
ei tuation . It is obvious from your meeting last week that 
we are not going to make anr!here near t he hundred billion 
program of expenditures . G1lbert told me yesterday that 
he thought the civilian expenditures we've been using of 
around eighty to eighty-five are going t o be too low. 

The WPB controls have been too loose, and there are 
really more civilian goods and services available than we 
thought. I want to canvaes our whole prouuction si ~uation , 
and tha t ie one question I think we have got to go 1nto. 

The other question is raised by smith in this letter 
which is somewhat long; but do you want me to read it? 

H.~.JR: Yes, read it by all means. 
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(Letter fran Harold Smith addressed to the 
Secretary read by Mr. Paul, copy attached) 

H.M.JR: It is a very good letter - it is a very 
good article for compulsory savings, but as far as I am 
concerned there is nothing new in it. He states his 
case extremely well . 

WR. SULLIVAN: That is exactly right. 

WR. GASTON : I agree with that summary of it. 

H.W. JR: Very, very good, but there is nothing new 
in it as far as I am concerned. 

Could I do this , just to save time - how much more 
time do you have, Lauch? 

MR. CURRIE: It is at your disposal . 
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H.M.JR: I wouid like to - after having listened to 
thie thing, maybe you people would like to near from me . 
There are certain thiAgr J could clear up very rapidly as far 
as I am concerned, aDa some of the things 1 can't, but 
before doing that I would like to make a little introductory 
statement. 

Incidentally, do you want me to make an appointnent 
for What's-his-name? 

l~. PAUL: Dick Gilbert. 

(Ensign Westwater entered tbe conference. ) 

R.I4.JR: Tell Mr. Dick Gilbert of OPA that I would 
like to see him at three-thirty. 

ENSIGN WESTWATER: Yes, sir. 

(Ensign Westwater left the conference. ) 
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H.}!.JR: Do you (Paul) want to be here at that time? 

~R . PAl~ : No, he just dian't want to come out in a 
big meeting without talking to you first . I think li!r . 
l!lough might be here. 

MR. BLOUGH: All right. 

H.M. JR: What I want to say is simply this- I mean 
there are a number of cross currents here, but one kind ' 
of offsets the other. I think my position on taxes and 
loopholes has been well enough established that I don't 
have to go before Congress and try to let people know 
where I stand. 
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I also feel that you can be both practical and poli tical 
at this time, and I don't see much senee in going up and 
asking for something that you know you can't get in 
advance. 

Now, the President told us about a week or ten days 
ago - just in the room here - he gave me the date of the 
24th, and from then on be would be ready to discuss the 
tax program with me . 

We can't settle - we can argue here between now end 
the 24th, but I don ' t think you can get anything like twelve • 
the lest thing he said was to have a program of eighteen 
billion and then let them select out of that what they want. 

Now, I am going to have to go a little bit around the 
line on that, but I went on this trip - and after all, stuff 
is very sceptical - I am not at all sure that this so-called 
inflation is going to take the route that everybody seems to 
think it is, and I think that we are going to make a much 
wider survey of family budgets other than what we got a 
year ago. There is nothing fresh on it. I sat down with 
these people who are making this examination, and I think 
the people have forgott en that during the last war w~ bad 
in '14, ' 15, and '16 - we had three years of prosper1ty 
before we went into the last war, and the amou.nt of civilian 
goods was very much higber than they are now. They bad 
the t wenty-five dollar silk shirt era, which they don ' t 
think we are going to go through this time, and which we 
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are not , I am sure. Certainly these girl s who have been 
talking to families who earn fifteen hundred, three thousand 
end f ive thousand couldn' t find the luxury spending. They ' 
spent twice as much and didn ' t get as much to eat. They , 
didn't find. the luxury spending that people think we have. 
I would be 1nterested to hear wha t they have to say. 

Personally, I would say the thing publ icly, that I 
am with t he President , I can't say- i f the President 
asks for t welve billion dollars in taxes or savings, I 
can 't say I am for eight, or I am for six, or something 
like that, until I know where he is at. .• • 

I mean, what ayrnea said just knocked the props out 
f rom under me, e.nd I dictated an a.nswer o.n my machine this 
morning. He came out with increased taxes and enforced 
se.vings right on the eve of the Third «ar Loan Drive. I 
guess he is supposed to talk for the Prealdent. He just 
canes out and torpedoes us on the eve of our drive. It i a 
an outra~eous t hing for him to do . Incidentally, he never 
cleared 1t wi t h OWI ; I suppose he is above that. 

But al\yny, the combination of my hesitance of putting 
on an increase of fifty percent on personal income taxes 
for people who still haven't gott en out of a ten-year 
depress1on plus - I still believe that we never put the 
lower thira on thei r feet . They never have gotten sufficient 
food, decent housing or decent clothing. We haven't done 
that for them, and now to say that we a re going to take 
these personal incomes and put this additional burden on 
them - I want to be sure about i t before I put my name on 
it. As I say, t he number t hese gi rls r,ot is very small . 
Cert ainly the se.mple I got failed to show anyt~n~ ex~rava­
gant on the part of people in those three clasa1flcat1ons . 

~hat I e.m inclined to do is, after I have seen the 
Presi dent, sit down wi th George and Doughten . If they 
can 't deliver, at leaat they can deliver themselves:- \'•• 
will try to cCIIIe t o an understanding of what they Wlll 
stand for, and try to dr ive a bargain. If they are un­
reasonable , well, at least we will have made an hones~ 
effort to e.rrive at a bargain with them, and the Prea1dent 
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will most likely participate . 

The President said he wanted to see me, which all 
leads up to the f act - in the room here - that he isn' t 
ready to go out fo r twelve billion . I ' m not willing to 
lower the exemptions on the working people more than 
they are now. I don't see any reason for lower ing them 
and having them go through the mental torture and then 
say, ~~e will give you a post-war credit. • I can't see it. 

Now, the other thing - I am personally very much 
worried about the attitude of management and labor at the 
present . The President asked me after my trip through 
Bell Aircraft and Curti ss-Wright. I said' -you don't 
want it now because Churchill is present . Tbis was 
Saturday. He said, •Yes . " Well, the fact is I had to 
embarrass him in front of Churchill and tell him he was 
wrong. The President gives the Ar~ secret orders to h&ve 
a plan to convert plants from war to peace, but they must 
not discuss it with anybody because he is afraid if it 
gets out it is going to hur t production . 

The thing I found in Buffalo is that these men ere 
eo worried - management - they are spending half of the 
time worrying about what is going to happen to them. They 
say that . Take Bell - they have no post-war credit . They 
have practically no capit al compared to the 'volume of 
business they are doing. 

MR. BLOUGH: Two hundred billion of business end 
thirteen million dollars of capital. 
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H.M. JR: They can see at the end of the war - they 
are employing thirty or forty thousand people, a~d nobody 
has any plans, so Mr. Bell, who i s a very forthr~ght fallow, 
just worries . His employees- t wo hundred.and f1fty a 
week - are finding jobs which they think wlll be safe when 
peace comes. 

So I said to the President, "If you would make a speech 
for management and labor which would correspond to what you • 
said to the soldiers, they would settle down and go to work. 
That way I think it will be settled. They feel that the 
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l onger they make this thing l ast the longer they will have 
jobs. I think the President is a hundred percent wrong 
and I had to tell him that . It all canes back to the thing 
that Bell - he is right - I mean the post war credits 
which Congress has built uv for t·ord and General Motors -
they can go ahead on the a1rplanes end leave people like 
Bell Ai rcraft ~1th thirteen million and no post-~ar credit--

UR. BLOUGH: They have a post war credit . 

H.M.JR: How much? 

wt. BLOUGH: One million eight . 

H.M.JR: That would last them one week. I mean, I 
am talking roughly. Wdl, any.-..y, Ford, and General Motors 
learned how to make airplanes, and these twenty-five small 
independent corporations will go right up against the wall, 
and the whole thing will land in the hands of Ford end 
General Motors, ana Chrysler. Therefore, one of the things 
that I would like to do is, I would like to come right out 
with this Social Security thing. Now, besides the President 
nobody has done it . I don ' t know what is the matter with 
McNutt and Frances Perkins . I would like to go wi th a 
Social Security program, something so that at least you 
could give these people six months to turn around in after 
the war is over . 

Are there sixty million people on the payrol ls? 

MR. WHI 'IE: Fifty-five, not counting the AI'IllY -
excludin& t he Army. Sixty- f our wi t h the Army. 

H.l!.JR: Half of them will be without jobs . 

MR. ~~ITE: It is a litt le high. 

H.M. JR: I didn't think so - not the first. six months, 
Harry . You are going to have thirty-one or th1rty-two, 
and it may not be bloodless . I want to give you my 
philosophy of what If eel. I think all of this stuff is 
fine, increase taxes on fur coats and so on . Go the 

• . . 
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limit; just go as far as you can - inheritance tax, sure, 
O.K., all of those things . But I think the guts of this 
thing 80 that you can ~t the people back to work is to 
give the President something 80 that the laboring man 
Will feel that when this war is over he will have a chance 
to turn around. Tie that in with Social Security so that 
at least at the end of twelve years J.!r . Roosevelt will have 
sometning to poi nt to for the lower third of this country . 
To me that is much more important than all the rest of this 
stuff . I can't get excited about all the rest of this, but 
I would like to have a part in making the fight . I am ready 
to go do'llll on that kind of a fight. This is at least worth 
while. I can get excited about this . 

The last bill I present to Congress would be that, 
because this is apt to be the last &ill , and I would like 
to have something on that. Exouse me ladies, but Coe 
sai<l, "It is too damned bad if Mr. Doughton doesn't want 
to take up a Social Security bill." He saidi "It is just 
too damned bad tha t he listens to those peop e. • 

I am coming back to the fact that - I mean, B,yrnes 
made the very peculiar speech about tightening up the 
belt on a long war, but there is going to be more civilian 
goods . If it is true, and if Dick Gilbert has something, 
we certainly ought to know it. And if they are going to 
have - in the roam - eighty-five billion dollars' worth of 
goods in the nation and one hundred and twenty-five billion 
to spend, allowing twenty billion for savings - then if 
they increa&e civilian ~ooda by fifteen or twenty- five 
billion dollars, there 1s your gap. 

MR. SULLIVAN: Yes, th~re is your gap. 

H.M. JR: And until somebody comes to me a~d r1;1bs my 
nose in it and shows me there really is inflat1on 1n the 
offing - I don ' t believe they can show it - I will go out 
and meet anybody in any town. There is nothing, as I 
understand it in this tovm which is less than a year and 
a half old. That is the way I feel. You can all shoot 
at me from every direction, but that is my present frame 
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of mind. That isn't deciding anything, bu t at l east that 
is the way I feel . 

Now, one other thing, and I am through. If the 
President will only give me a chance, I want to d emonatrate 
what we can do in this Third War Loan Drive. I think we 
can surprise everybody with what we are going to do, and 
at least we should be given a chance. 

They will know by the f irst of October what we have 
done, and we won't be so fer along in the tax bill that 
we can' t change our position. I am not going to change 
my position at this time, and if we can get what we think 
we can get , then I think the people who are interested 
in the welfare of the country should keep their minds and 
eyes open, but if a person like J~y Byrnes comes out 
and makes a statement that he is for forced savings -
but I am not going to change my position until the first 
of October . If I am wrong, I will admit it; I have told 
the President that for two years. We have been get ting 
steadily and steadily more . We have eet an almost 
impossible goal for ourselves, but our people think they 
will get it, sell three billion in E bonds and get a total 
of five billion dollars of individual savings, and get it 
from the riibt people. They think we are going to sell 
between fifty and sixty million bonds. 

l'R. BELL: Sixty million pieces of bonds - just double 
what they ?id last time. 

H.M. JR: All I am going to ask for ia to have the 
President get out a proclamation and give me ~ c~anc e to 
demonst rate. I f we fail, I don't have to edm1t 1t ; every­
body will know we have fail ed. 
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So I am not at this time going to change my positi.on, 
and I am going to uk the Treasury people to go along • tb 
me as a matt er of policy. Everybody in the room is entitled 
to express tbemaelvea, but toward the public I, want to b~ck 
up the President • s proclamation for the Third Nar Loan Wl tb 
all the power we cen . 
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I would be glad to answer an¥ questions - have an 
open discussion, but I am not laying down &ny edict now· 
I would like to keep this thing fluid. ' 

MR. PAUL: You will have- -

H.M.JR: Anybody can fire at me aD¥ way they want to. 

UR. PAUL: You will have six or eight days, the most 
important days of your drive, befor e you go up on the Hill, 
anyny . 

H .I!. JR: I would like to go a round the room. Dan, 
~ould ¥OU give me your honest opinion whether ¥OU differ 
with me or not? 

MR. BELL: I agree, but- -

H.U.JR: Altogether, even to the Social Security? 

MR. BELL: Yes . I am in favor of going at Social 
Security. 

H.l.l . JR: Harry? 
MR. Vb ITE: I think I &Ill wholly in your corner, setting 

aside t he question of canpulsory saving and others, but so 
far as the amount of taxes, eo far aa the Social Securit¥, 
ao far aa the danger of inflation, ao far as the need for 
preparation for post-war adjustment - give t hat assurance 
to both man&g~ent and l&bor - I f eel you are wholly right 
in the matter. I don't know ~hether you should dismiss the 
other ideas . The question of protection is one ~ich you 
shoul d subscribe to after a good deal of study with the 
people who are working on it. 

H.M.JR: Technic~l advisors . 
MR. BELL: That is an expansion of the Social Security 

program. 
liR. \\HITE: The t should be Federal, and there should 

be a lot of other changes. 

• • • 
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lo:R . P!llL: I think on the question of compulsory 
savings I am pretty much along with Harry1 that we have 
to follow all of these problems, and I th1nk we have to 
keep a little bit fluid until we get more . I have a 
feeling that - I am sure the twelve billion is more than 
we can get in individual taxes, so I am strong for Social 
Sacuri ty. I think I am in f:eneral agreement wi tb your 
philosophy as I under stand 1 t . 

I don ' t - I think we ought to consider compulsory 
savings, certainly i f we don ' t get a good response for 
this drive, and I think we ought to be careful not to get 
ourselves into a posi tion where we can ' t make a retreat 
gracefully. 

H.U.JR: I dnn't disagree ft th you, but it is like 
everything else; if you want to win a race, you have got 
to run like hell, and you can't be turning around. All 
I want to say ia, I want to run like Hell and see if I 
can't win this race. 

MR. VIHI1E: Do you think i t will be so clear in the 
drive, the--

H • .o!.JR: They are going to go way over the top, or 
go way under. I mean, from tha talka I have bad it will 
be either one or the other. It will be a great success, 
or it will be a terrific flop. In any case, it is already 
the midale of August - the dr~ve begins in Sep~l!>llber . I 
mean, there is no sense at this stage in muddy1ng the 
water by any general discussions of t ne mari ts, since 
there will be ample tima - I wholly agree with you on 
that score. However, I am not as--

KR. SURREY: I agree very strongly on Social Security. 
I mean if there ia anything to fight for in the next tax 
bill i think it should be Social Secur ity. I would go 
along concentrating ae heavily as possible o~ thet •. I 
think we ahould aYoid a Congressional fight 1f posslble, 
if it doesn • t mean givin& up too much . Now, on management 
I would agree with you. 

• ' . 
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H.L JR : George: 

r: R. HAA!>: I agree with you on everything except one 
point . I don 't ,kno~ how far you have changed your position 
10 reeard to inflat1on . You were the first to be appre­
hensive about it . 

H.M. JR: Two- thirds apprehensive. (Laughter) 

~~R . hAAS: I think you should continue that. You 
have had plenty of it already; indications show it . 'The 
real test will cone probably after tue '1\-ar, and I think 
you as Secretary of the Treasury shouldn 't have any let­
dov.n in lha t field at all. I don't know what you ·ot at 
Buffalo, but I think it is too small a situation . ~I know 
you are not drawing any aefinite conclusion on it, out you 
did get an i~pression . 
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H . ~I . JR: All I di d v.as get an impression, and. I want 
to spread into hal f a dozen cities . You can have inflation -
it doesn ' t have to confi ne itself to luxuries . Tal k to 
your man who was there . 

Henry? 

MR. MURPHY : I would like to comment on two ~oints . 
The first is that I don' t thi nk there is any qualltative 
dist inction or expenditures as far as inflation is con­
cerned, it is all a matter of quantities . There is a 
scarcity of goods and services . 

J.!R . \'IlliTE: l'iho cares whether the price of rur coats 
rises to seven hundred dolla rs? It ia a matter of excise 
taxes, a ques tion of whether we wan t t o tax - we can get 
the money . 

MR. MURPHY : If M had inflation due to extravagance 
and it pushes u~ the ~rice of fur coats, it isn't so bad, 
but if we have 1nflat1on due to the purchase of commodities 
considered necessities ar.d it pushes up the price of 
necessities, it is worse . However, the survey sho?ld 
i ndica te that much of the spending was along tne l1ne of 
necessi ti es . Of course, if the Mr ends sud.de_nly, tne beta 
aro off. However, if all trends continue, 1t seems 
to me tha t the people , i nstead of buying silk 
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shirts are buying woolen underdrawers - supposing woolen 
underdrawers are something people ought t o have--

V.R. VffiiTE: Do you mind making it woolen shirts? 
(Laughter) 

H.bi.JR: Stat e the color. (Laughter) 

~lR. WURPHY: It makes a strain on goods and services. 

The second point I would like to mention is on the 
mat ter of compulsory savings . I don't believe that the 
results of the drive will be conclusive enough in tue 
sense of clarifying t hings. I think the results of the 
drive will probably have pro' s and con' s, and it se~s 
to me it would be very unfortunate if we should consider 
that the oncoming of compulsory savings, if it should 
como, is tho result of failure of the voluntary plan. I 
think we should feel that there is plenty of room for both. 
We want to do it all the voluntary way if we can, but we 
shouldn 't create a s ta te of mind in which the coming of 
compulsory means the fa i lure of the voluntary way; it 
merely means another horse has been booked on to pull; 
it doesn't moan that the old horse has failed; it is just 
too heavy. 

H.M.JR: You know our boys don't agree. 

YR. ~Y: That is because they built the wrong 
psychology. 

H.K. JR: Well , anyway--

~. SHERE : I f avor some of your main points, and am 
in di sagreement with others . I think it ~o~ld be, advisable 
to stress Social Security, but not to subst1tute 1t as tho 
main point on the inflation front . I ami~ agreement.with 
your present philosophy on compul sory lending. T~at 1 ~, I 
would oppose it at t his time. However, on the ma1n po1nt 
ss to what the size of the program should be - t~elve 
bil lion or sane other figure, having an ex«minat~on of t~e 
basic facts which we still need to do- on the 1nformat1on 

' 
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that is presently available to you, there is ample 
i ndication that the twelve billion program we have is 
well within the liMits of what we need. 

Now, if it should turn out that the income payments 
~ere likely to level off or to decline - if it should 
tu rn out that the reconversion to peace is about to 
proceed at a fairly rapid rate so that the amount of goods 
available - civilian - and despite the apparent situation 
whi ch is likely to increase, we would, of course, need to 
change the fi gure on the size of the tax program that we 
re commend to Congress . But, we would have to reexamine 
very carefully the evidence - the new evidence tha t is to 
come before us - and I think it would be regret table to 
l ift the emphasis before the Congress - in your stat~en t 
before Congress on the Social Security part of it if the 
facta - tne new facts that are yet to be submitted to us -
continue to show that there is great danger on the infla­
tion front, as wr. Haas pointed out. The cost of living 
and other indications show that we have inflation, and we 
have only the promise of the officials that are in control 
that the cost of living will slacken down and will decline, 
and al l of tha t , but whether they oan deliver depends on 
the baaic facts which still have to be examined. 

":!!!! 
H.M.JR: Thet is right. 

){R . SHOUP: I am caDpletely in agreement w~ th verf 
much of what you ssid, especially in general philosophical 
background which you expressed. I fi nd myself somewha t 
more apprehensive of inflation . 

I have been surprised to hear these figures stated 
today on the increase in consumer goode, and I am sur­
prised to hear the decrease in expenditures, though I 
had heard rumors of that before. Our tax goals must, 
of cour se, be adjusted concretely in the light of those 
f igures; and if those figures are.proven to be herd 
fi gures, I certainly want to readJust my own thoughts , 

One more point - I am in a way much mo:e con~ern~d 
about the post-war situation in respect to 1nf let1on 1n 
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the next f ew months during this war, and tnat is one added 
reason why I tend to lean toward a heavier tax program. 

H.M.JR: Could I just ask you this? Could through 
Sooial Security - aft er all, Social Security and all of 
those are more or less post-war, and you are building up 
in the Treasury reserves, building up under very well 
regula ted plans, and that is whl I like Social Secur ity. 
I think it will give you a cush on for the post-war 
period, which, I am sure, wa need. 

WR. SHOUP: ~ all means, I would much ra ther do 
it through Social Security than I would to lower t he 
incane brackets to a lower level and then give t hem this 
refund . I prefer to do it t hrough the incane tax, but 
I think i t depends too heavily on pay-roll taxes. I 
favor a large amount of general taxation instead of 
Social Security, and some pay roll i ncreases, but not 
ext r emely drastic. 

H.M. JR: Those figures I gave you are all guess 
figures . 

MR. SHOUP: I understand. 

H.U. JR: Roy? 

MR. BLOUGH: I think all the economists are standing 
together very nobly this morning, even Harry. (Laughter ) 

~. GASTON : He stands together all by himself. 

WR. ~HITE : In other words, I really fall apart; 
that is what you mean. 

MR. BLOUGH: Bf that I mean thisi that speaking for 
myself at any rate, I am very strong y in favor of the 
generai philosophy you expressed, and I don.t recall ~ny 
point at which I feel in disagreement with 1t. I don t 
think the war is over· I don't think it is nearly over . 
I think we have a long tough fi ght ahead. I think the 
inflation situation, despite the somewhat hopeful present 
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signa, i s going to get worse, and not better. I think a 
very str•ong fiscal program is economically the thing the 
country would probably have . Politically I am of the 
opinion t hat they would rather have inflation than the 
fiscal program necessary to avoid it. 

In deciding what t he Administra tion is going to do 
with Congr ess, I think they would have to go beyond what 
the economists have said about inflation and see what the 
people think about it. 

Speaking from the economic point of view I am very 
much depressed about the prospects and feel that fran 
tbat point of view it would be moat unfortunate, the weak­
ening of the fiscal program below what we have been talking 
about. 

H.M. JR: That is your idea of my position? 

MR. BLOUI;H : No. 

MR. WHITE: Excuse me, I thought ~e were standi ng 
together. 

MR. BLOUGH: I mean even you were sticking to many 
of the points . 

H . ~~ . JR: Well, I don 't <;.uite get i t. You ere stand­
ing by the twelve billion and eight billion of income tax. 

MR. BLOUGH: From the point of view of economy, but 
not from the point of view of wuat the people of the 
country may want--

MR. BELL: From a practical angle, I think he is on 
your aide. 

l,ffi. BLOUGH : 
and I don' t want 
of alternatives . 

I don ' t know I am not a poli tician, 
to try to decide that . It is a matter 
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M!i. v.Jti TE: Everybody says be agrees wi tb the 
Secretary except on one of the major issues. I mean, 
assuming - you say we are all in agreement and yet when 
it comes to the question of whether you can ask for 
twelve billion dollars in taxes - or what I thought was 
the Secretary' s positi on, twelve bill ion or a little 
l ess - in other words , a substantial curtailment of 
tax revenues supplemented by expanding Social Security . 
On that issue I am not nearly as certain then that your 
agreement comprehends--

~ffi. BLOUGH : I didn't understand the second position -
what my unders tanding of his position to be was this, that 
be was in somewnet uncertain frame of mind regardiug the 
inflation prospects and the t if the i nflat ion prospects 
are less t nan they have seemed to be, there would be good 
justif ication f or a smaller program. 

H.I! . JR : No, that is narroVIing it down . 

MR. BLOUGH : But on Social Security, on compul sory 
lendi rtg - those are the things I meant to say I am strong 
wi tb you on. 

H. l.! . JR: I don't want to go over the \\bole thing 
again, but I want to give you what is influencing me to 

f
o sloYily and reexamine thi s llhole thing ana also to try -
don 't call it trying to be a politician - did you mean 

tha t I meant to bee politi cian? I used the t~rm, t rying 
to be practical . There is a difference in try1ng to be. 
practical, and I think we could make an honest effort 1n 
trying to get together the Democratic majority in ~h e 
Senate and House and see what we could get . Then 1f we 
can 't get anything, i f the President would support us , I 
think we ought to fashion a program that we want along 
the lines I talked about with you . I mean, ~ strong 
Social Security program, having Social Secur1ty for 
management and labor t o tide t ham over t~1ia extremely 
difficult per iod after we have an annistlce . 

MR. BLOUGH : If I may eay just one more word--
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H.U.JR: You can say two more words . 

MR. BLOUGH : Perhaps I will say a hundred. It comes 
do~n to this, that the fiscal policies adopted will have 
an affect on what happens in thi s country . There are two 
~asic rea~ons ~or di sagreeme~t which may be present. One 
1s, what ls go1ng to happen 1f you have this fiscal policy 
or that fiscal policy? 

The second is, what do you want to happen? 

Now, I am not sure that the people of the United 
States, or the Congress of the United States, went a 
~aintained price level on all canmodities or a caintained 
income level. Vie are talking about a fiscal program to 
get that degree of stabili ty . I am not sure that the 
people would rather have some price ri ses and sane infla­
t i on rather than the pressure of the taxes; though that is 
one side of it . 

The other side of it is the question, is the inflation 
situation at a point where you need a heavy tax program 
to prevent rises in price? It eeems to me there is a 
possible difference 1n facts . There is a possible differ­
ence in objectives_. 

ll .U. JR: Cur rie? 

UR. CUkRIE : I am not at all sure in my o~ mina as 
to ~at we should aim at now, additional taxes or Social 
Security. I haven't reviewed the over-all situation. 

It may be that your military expenditures have reeched 
a plateau and that future contemplated expenditures for 
airplanes perhaps would be offset . If so, that situation 
combined wlth the future increase in the yield from exist-
ing taxe~ which you may expect, may tide us over . 

I am not worried abou t tho buildingupofd~and liabili ties, 
liabilities whi ch everyoody over night is go10g t~ dem~d . 
I don ' t think they ever do behave tnat way . I do~ t th1nk 
the tendency of the cutbacks in the proeram now wlll have 
a tendency to husband their tax r esources, but I would like 
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to review the over-all picture before I commit myself. 

H.M. JR: Did you get - all of us haven ' t gotten the 
analysis of the Wagner Bill. 

MR. BLOUGH : Yes, we have such an analysis . 

H .~[ .JR : I would like to have one . 

l.!R. GASTOS : I know very 1i ttle about it, and I would 
like to see a copy . 

MR. CURRIE : The second point is, I thoroughly agree 
that tbis is no time for a public change on compulsory 
lending. I think, as Harry remarked earlier, the further 
Yle go along the easier it is to reduce compulsory lending. 
That is one reason why I su~gested working into it in a 
di fferent way, a refundable tax, but cer tainly I wouldn't 
talk about that at the moment . 
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The third point is, I am a little embarrassed because 
I - altllough I agree heartily with the necessity of a good 
Social Security program, I am not sure you are the person 
who ought to carry the l oad on that. I think it is so 
important, so essentially a part of poet- war planning, that 
i t ought to be the President . I think if you do it i t 
will be connected with taxes, and--

H.U.JR: P,my are you embarrassed? 

~R. CUFL~IE : You said you would like to go up with 
Social Securi ty as your final statement . You mean you 
want your final act to be Social Security? 

H.M.JR: The only r eason I say the~ is, f~r some 
reuon McNutt and Frances Perkins haven t carr1ed the 
banner . I agree with you, let the President say who should 
carry it . 

MR. CURRIE : The President would have to get behind 
it and make a good play for it. 
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MR. \'11liTE: Isn't that what the Secretary said tha t 
the President ou~t to make a statement or announce' a 
program tha t would be in the field oi labor and ousinese 
adjustment similar to wba t be has already done wi tb respect 
to the Anny. he starts the ball off, and from then on 1t 
is csrried . 
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H.M.JR: i'ihat I said to the Presiaent on Saturday was 
that if he would make the same kind of statement to manage­
ment and labor on the post-war planning that he made to 
the soldiers I am positive that production would imnediately 
go up in those industr ies that he .,..ants it t o. I am positive 
of that. 

J.'R . CURRIE : Yes. 

I.!R. WHITE: It is also possible that that statwent 
will tend to discourage savings to some extent, but I 
think it is less important than the advantage, because 
one of tho r easons for saving which Lauch mentioned, I 
think, is the grave uncertainty coupled with their past 
experience . If you remove some of t hat uncertainty, to 
that extent will you get more spending, but I don't t hink 
it is a decisi''* fe rtor. --

UR. SULLIV~~ : I voted in accordance with every 
specific point you mentioned, except Social Secur ity. I 
think the most important thin6 is an agre~ent w1th tbese 
leaders. 

I think the situation on the Hill is going to be 
very much more political from now on then it bas up to 
now, and we will have to have e very strong a ~reement that 
is approved by the Pre si dent . 

Now, I agree with everything else you said, except 
Social Security . The reason why I voted. no was because 
every time Social Security bas been ment1oned, there bas 
been a stone ~all up tnere, and what looked to me as 
complete apathy at this end of the Avenue . 
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Now, if you and the Presioent are to talk as forcibly 
lo lhe leaders as you talked to thi t group this u1ornin~ 
and that fi ght is to be followed through, I am for it 1n 
addition to whatever it is- whether it i s six or seven 
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or eigh t billion dollars - you can get without completely 
demoralizing the low inc01ue people of this country , Put 
your Social Security on top of that, and I think by that 
t i11.e 'you will have gotten oul of people in the lower brackets 
all they can safely give up . 

On top of that you are giv~ng some protection in the 
period Ylhen the war is over and factories ere being recon­
•terted, and I thi:tk you will have a very rounded program, 
I think if you can 6et George and Doughten to agree to 
seven or e ight billion and your Social Security on top of 
that you have a program thal will la st you ~hether 7ou have 
a tax bill or not , end I t hink tha t ~ill carry you through. 

H.l.~ . JR : Herbert? 

J.m. flASTON : There are two or three points here . I 
think the t is a very sound thin (;, to reexamine the pro&rem 
f ro:•l t he stand~oint of post-Y:ar effect and also from the 
standpoi nt of 1nflation protection . 

Then there is tne third proposition r.hich is tne 
u.a tler of tactics in reaching the goal that ~ ou ,,ant to 
reach . 

As t o the general inflation situation affecting the 
volume of taxes that we ought to get, I still feel in the 
absence of any ~ood evidence to the contrary that ~e need 
substantial additional taxes. I f you •ere to c~b1ne a 
helve billion dollar program 1\i th a si x billion dollar 
Social Security taxation progr8Jil c oruing out o~ pal rolls, 
I think it would probably b.e too heavy . I t~ 1nk 1t 1\culd 
be unrealistic . I don ' t think we 1\culd get 1t . I dou~t 
if we would even get 8 total tax program along the ortnoaox 
lines ~e had proposed plus Social Security ~o the tot~l 
amount of twelve billion dollars, but that 1s a quest1on 
of tactics , 
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You have c~umitted yourself to a program of t~elve 
billion dollars . Include in that twelve billion dollars 
si x billion dollars of Social Security taxes if you ~ant 
to and oake a tot al of twelve billion, and then adhere to 
it. 
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I would be guided pretty much by CohRand the people 
who are accustomed to goint; up on the Hill . I don't think 
the leaders feel a need of additional taxation to the extent 
that ~~e feel. It ought to be opposed . 

Most of the people here in the Treasury, I think -
practically everybody in t he Treasury feels we might be 
better off from a bargaining standpoint to go up there 
with a stiff tax program. 

Now, as to your Social Security program, I would ~ant 
to say t11o tbings . I feel sanel\hat as Lauch aoes, that 
frocn the ::.ocial Security aspect it is really the responsi­
bility of somebody else to recomillend it . That program 
should stay on t he post-war end on the Social Securi ty 
foundati on ra ther tnan as a means to get additional revenue 
to co~bat inflation . I think you are licked if you make 
i t a counter- inflation device . I feel also that in 1939 
we ~retty ~ell geve a~ay,a case for putting anything ~e 
do 1n t he line of Social Security extension or the exist­
ing Social Security program on an actuarial basis of 
accumulated fund . I think we--

L~ . WHITE : I hope you don't regret that . 

MR. GASTON: I do , yes . I think it was a mistake, 
but I think in any event whether it was a mistake or no t 
~1e are stopped. And in the presen~ situa ti~n I wo~ld 
agree with Carl Shoup that ne~ Soc1al Secur1ty dev1ces 
probably cannot be f1nanced by pay roll levies and matching 
e.uployer levies to meet the;n. 'l'herefore, we should rely 
more on the general income tax for that purpose . I am 
inclined to think that - of course, if ~e could g~t a deal 
~ith these people wnereby we would get a aubstant~al. 
increase in r evenue, also a substantial increase 1n 10come 
taxes, such as- great as \\8 are now proposing - and we know 
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they would go throu~h with it, then I think it might be 
o good thing to dea! on that basis. 

fut I think thi~ post-war employment situation goes 
for beyond any questlon of any Social Secut•i ty provision 
that we can make , We have to realize t hat we are only 
touchine a minor angle when we talk of Governmental 
Social Security devi ces to meet the unemployment problem, 

MR. \'oHITE: They have quite a good Federal unemplo]lllent 
insurance program. 

UR. BELL: ~ore than forty million people covered. 

~~ . GASTON : The major problem is to - what I am 
saying is we snou1d create snployment in the transition 
period and not to palliate unemployment . 

H.U. JR : Aside from everything else, I think it is a 
swell platform for whoever is going to run on the Democratic 
ticket . I don't have a better one . 

J.l R. PAUL: I will settle for six billion of Social 
Security , 

H.I.! .JR: Well, you have changed, young fellow. 

UR. PAUL : ~hat was that? 

H.M.JR: You have changed. 

MR. PAUL: Six and six- six from Social Security. 

~~ . GASTON : I think we will be willing to ~ettle for 
a total of twelve , but nobody thinks we can get 1t. 

H. JA . JR: Do you f eel that way as of today? 

MR. PAUL : Last week I wae ruling Social Sacutr1d·tyto 
more out of it , It is because I have bee~ conve: e 
t he practicability of Social Security a l1ttle b1t more 
than I was last week. 

• • • 
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H.U. JR: This nss been a varf peaceful conference 
I don't know what Paul has in mind, but I think that h; 
ought, in view of what happened here - we are pretty much 
in agre~nent more or less, it seems to me, on how we 
should approach the President. 

Affi. PAUL: One thing there - I think you should -
remember we are going to have a meeting tomorrow, end I 
don ' t think you should plan to see the President until 
late next week. 

H.~. JR: He gave us the date of the 25t~you see. 
lle said any time after the 24th. You want another meeting 
of this group tanorro~ morning to plan for the afternoon 
mee ting? Do you want to meet at ten o'clock to tell us 
what you are putting up for the big meeti ng in the after-
noon? 

JLR. PAUL : Well , we were planning to put those other 
questions up to the bi g meeting - that other questionnaire • 

• H.M.JR: I have to stoo now. I would like to meet 
with you all again at ten o'clock tomorrow. 

MR. PAUL: Have you seen the list of questions? 

H.M. JR: I haven't seen it, no . 
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YR. SHL~E: Wouldn't it be important to concentrate. 
on these new factors - the effects of them on tne inflat1on•ry 
fi tuation? 

H.U. JR: I would like Paul to take his own people a~d 
go over the thing in his room and then give me the benef1t 
at ten o'clock tomorrow. 

MR. 'lffin'E: There is a poeaibility thot this meeting 
might run to oeyond tomorrow. 

H.M. JR: Can you stick with us tomorrow? 

WR. CURRIE: Yes, I will aee you through. 

1 k t t n thirty I want Gaston and H.V.JR: Ten o'c oc o e • 
Bell to stay, please. 
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1. Are you ln f&Tor of 1ubm1ttlog to the Congreaa 

a tnx pro~rwn oonalatlng ~ of orthodox reTtnue aouroe1 

such aa tho lndlTldual lnogge tu , corporation taxe1 , 

ealate tax, and noiau? Y .. CJ llo CJ 
2. I! anawel' to Qll .. tlon 1 h "llo, • then lndloate 

by check z:.arlt 'llbioh of the followlne anti- inflation r.euure1 

you nould reo~end, either by lteelt or in conjunction wi th 

a tax progru. 

SpencUnge tu CJ 
Spendlnga tu with graduated 

euaptiona (Smith Plan) c:J 
Progreuin a&l11 t u CJ 
Capul1017 loana CJ 
lltentlon o! epeclfio ratloolnc CJ 
Expenditure rationln: CJ 
CoapuliOJ7 taT 1ng CJ 
othll' CJ 

}/ tiueetlona lhould be anawerod 1n tho 11~ht of what 
you would a4Tl•e the Secretary to include in hll 
1tatement to Congreaa . 

167 

• . . 

Regraded Unclassified



168 

- .. -
3, Should the S.orotiU'T reo 1lllill the Qp~Ulon ol 

:>oolal S.ourlty u pvt of hll bt&t .... nt on t he tax pn!tftllf 

(a) '!'he w.par Bill? Y11 0 l'lo 0 
(b) Put of the Vlat:JI'r Dill or 10.1:11 other 

uodliioatlOll thereot? Tee CJ Uo CJ 
(e) lleMral aPr.ronl of •~ion of Soc ial 

~•curlt¥ without r.peolfyil!£ lletallif Yet CJ !lo D 
'• Shoulcl the S.eret&J7 oppo11 the Yaaclenborg ~­

cant tb&t woulcl •l.ntaiD ~ exhtlJI& old a.ge ~oll taz 

4t t he 1 peroent rate? Yea CJ Jll4 CJ 
5, On the t&x proe:ru ahoula the Seoretary adhere to 

the IWlo\lllOecl a.a;o~mt of $12 bllllon ann~~&l rate d 'fectlv.e 

J.mwuoy 1.944? Ye11 CJ r:o CJ 
(a) i ·· 11• tax prozrq? r .. Cl llo Cl 

Speelty -t ··----
(b) A l&Pcv tax pNCI'Ulf Tea CJ Ho 0 

Speelf)- --t ··---
a. 11 the -t aptoitled 1n aunr to ~·ti• 5 

enlualn or lnelulln ol the IIIIOWlt t hat 1 011 • ould wlah to 

•• 

••• .rabid b7 aa expaulon et the pnunt Soeial Steul'lty progna? 

llleluln ef SoiW S..urU7 D 
Inol111ln of Soolal ~10urlt7 CJ 

• 
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7. 'IO\Il4 rou l nol114e UJ:f of the followillg i.n the 

prou aaa 

General retail aal11 tax? Til CJ Ho D 
Tax on 1norea.ea 1.n lnd1T14ual 

t.n•-•' r .. D •• D 
(a) 'tu i.nerea.u on all tJpee 

of i.no-'1 r .. D llo D 
('b) Lla1t the tax on lno- lncrea .. a to 

proprleto~ahlpa & partnerlbipl? 

r .. o No D 

169 

An;[ other nn fol'll of tax _______ (Speol.lf) 

8. Do fOU f aTOr a 1peoial 10 percent tax on all 

cr&&nbatlona now nt~~pt under Seotlon 101 including labor 

Wliona , chaabtrl of •~••, b1111nl11 leap• but not ln­

ollldi.Dg rellgi0111, a4uaatlonal, oh&rlta'bll lnltltutlona. 

(S~~ggaete4 b7 lfr. Staa) Tea D llo D 
9. ID41Y14ul ln•- tax. 

(a) Do 7lll agree t hat 1n t he pro~ reo.-11414 

the 1D4h14ual lno- tax ehoul4 aooomt f or appr cxl.Mhq 

thrll-qii&J'tlre of the lnorea.e aakea torY T11 D llo D 
In •1o,• apeolt7 wbat the f raotlon ahoul4 be. 
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_,_ 
i. l.D41Y14ual inoOM tu. (Continued) 

('b) Shou14 tho proaont exaptlou o1 tho 

lncUvlclual lnoollll tax 'bo rotalno4'l !11 D Uo D 
If not , ahoul4 tho exaptiona 'be lowered to $500, 

$1,000, and $250? Yu D noD 
If theae lower exemptlono are not to bo r eoomaande41 

aptolfy t he exemptlono t hat you prefer. 

(e) In fr u.ing the rate aohedule on what ino0111 

group• would you plaoe moat of the additional burien\' ---­

(4) Should part of tho lnorea11 in 1nd1Tldual. 

• . . 

lnoou tax be in the fol'll of a refundable tax? ! " D No 0 
Should the rofwtda'blo part of the tax be 

confined to t he lower lnoOM ltTelt\' Y" CJ !lo CJ 
(e) Do ;rou f&Tor an efftothe oelll.Dg 011 lno_.. 

&bon $26,000• 

(1) B7 1peol&l. eupertu .. tho4? Tel Q &lo 0 
(I) B7 1hcp11111 of rate aehodule? ! 11 0 !lo 0 

(f) Do Ttu f&TW I OM · relief profh1crn tor1 

(1) ID41T1dual.a wlth t1xo4 oo..Utmenta f or 

illllll'&not, hau ln4o'bhdlllu, .to. ? Yea 0 llo 0 
(2) IJu\lTldu&l.a llholl 1noo11u have been 

fixed or rolatinlJ fixed einoe l.Kl'l Yea 0 llo 0 
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9, IDAJ;t14ual. lnoou tu. (Cetlnue4) 

(g) Do rou f &TOI' rlgorol&l -pro11outlon of 

reoommend&tlona ln loopbolea? 

Joint retUI'nl L::f 
Percentage 4epletlon L::f 
Tu-ezapt IIOVltltl L::{ 

10. Corporation tuea, 

(a) Shoulcl the total m oat of ad41tlon&l rnelllll 

fr 0::1 corporatiOJII be $1 bllllon'l Ttl CJ llo CJ 
~re'l le&, 'CJ llo CJ 
Ltaa'l !•• CJ Jlo CJ 

Spoe11J moat $, __ _ 

(b) 1re ;rou ln fuor of lnoreuing t hee xoe11 

proflta tu nte aboTe t he prtlent 90;C'l l11 CJ No 0 
(e) U ;rou fanr i:ureuln3 t.he ene .. profi b 

tu, ahoul4 p&l't • all of t.ha incraue be in t.he f ol'lll of 

poet-ar are41t'l Ill C7 llo C7 
(4) Do you f&TOI' uten41n& the poet-r cretUt 

now uu4 ln tu • xe1t1 profi ta tax to t.he regular 1ne01U 

tu? Ttl C7 Jlo CJ 
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10. Corport.t1on tuea, (Cont1n~a~4) 

(e) Should •• make apeo1t1o reooM.ndt.tlona 

designed to help the aull oorpont1on? Ttl a Bo t::iJ. 
11. l!atate tu. 

(a) Should. the total uo1111t of &4c11tloDAl 

ronnue be $300 .UUOZLY Ttl a It c:J 
KoHY Tea .c7 Bo c:J 
Lead Tea a It a 

Spe11t7 UO'IIIlt $,--..--
(b) Should the tpto1t1o exaption be r tauoe4 

f rolll. t he pre11nt $60 ,000? Tea 0 llo C7 
12. izo1•••· Are r ou oppoaed to heayY i ncreaa•• on? 

(Speottr) 

U qliU' 0 
0 

Clg&l'lttu C7 
'lolluoo C7 

Tnuportat1on 
at ptl'lonl C7 

Ua1111ont C7 
otb.el'l CJ 

18. Do 70u tanr a tu to prnent ap .. ulat1on? 

(a) On I'UI'&l real utah? Tea CJ llo CJ 
(b) OR vban real .. tate? Tea CJ fio CJ 
(o) On et .. k prieta? Tea CJ llo CJ 
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EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 

WASHINGTON, 0 . C. 

AUG 1:! ~ 

II)' ~r.r ILro Secret&ryt 

In reeponee to your invitation, I "" ~alcint ~hi• opportunitr to 
co_,.nt on aoao I.Japllcotion.o or the $12 billion t.ax progr.., which 
you presented Au£U8t 10 , 

1 ohare with you the desire to obt<Un ....n.w. t.ax revenue a , 1.n- • • 
cludJ.nc an increue 1n individual income tueo. In rq opinion, 1-..vor, 
the propo:ed increue a 1n t he 1nd1 rt<*lal incOM t.ax yiold.injj over 
~8.5 billion, nearly three-quarters o! the total pro&raa, &0 rar beyond 
aeythinc Conereu 1s llkelr to .1dept. I fear that a prot:J'&e i .a rather 
W>re&llatic it i ta .ajor cooponent haa little or .no chance ot a6opt.ion 
by eonereso• lly proposing a procru o r such a nature we are 1n\1.t1ng 
failure 1n achievinc the goals or the Pr<10idcnt' a program. 

Socne reu.rka of ~. Paul at. the conference on AUb""\1..11. 10 aeea to 
indicate that tho ll"'eaoury considers u.kinc some part or the increue 
in the indirtclual inccDO tax •retunc!able .• It t hat 1o dono, we eball 
1n f act have compulsory savings by another name . IJu'l. by &dopt1Jli> 
coopulaory oniJ1i• 1n that man.nor we shall .not ro&ll•e &eythi"i l.1a 
i ts 1'\a.ll poao1b111t1ea, nor shall "" avoid the poeeible drawbacko ot 
a shift to coapulaory savings. !!!..!:. 

I propoH tbere!oro that the prograa whl.ch you plan to subodt to 
Con;;reu include a ... ..., I>Odorate increaae 1n the personal inecne tax and 
a compulsory savinge plan ot conaiderablo &aiJU tude. 

A $10 or $12 b1ll.1on coiOfi'Ueory savingo plan, it i .o true, ~t cut 
voluntary purchaoea by ~5 or $6 billion. Surel7 &Oditional 1ncoDe tueo 
of over ~.5 b1llion. retundable or not., will hAve a siJdlar ettect.. 
~;• =-t !&co candidly \.be f act that &l1Y co• pulaory !heal moqures­
Whet ber tuee, re1'11ndablo taxes , or outrl.j;M ooapulaory loan......ul inWr­
fere with war bond e&los 1n the income brackmto &f!octed b)' the ,..uures. 
UUt war bonO aal.es are mereq a meana t o an end. Tbe eruc1al question 1sr 
./hat combinat-ion of ooeaauree-t.axation an6 aavinge-rill &beorb the tp'O&teet 
•olUJOO of the dollare that need to be lboorbed-t be inflationary dollare? 
Certainl,y, no compulecry aavinl!s plan l.ikel.y to be adopted would complot.el7 
aurplAnt t he volunt4.1')' savilli>a procram. !lo leas certainly, a civen amount 
raised b7 oompulaion will have a greater ant1- 1nfl&t1on&ry effect t han an 
oqual 0111ount voluntarily llllbscribed. Tho creator hardship o! t he compuleory 
plo.n 1a eu!!ioient proof o! thi•· 
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A comi'O l•ory s avint:• pro(;I'A:l At this tlme r.oed not odd to the ~nto 
o l" Lhooe ·•ho ar• alro•~ full.,y l>&rt lc\patin,; in the vol'.lntory aavinga 
,•:·ov'""' Tt woul<l merol.,y oxact an uppr.>)dm!.toly cqulll payment rro .. the 
lull' of tho world.,;; population which is not now fully participatin;: 1n thG 
volJnt·.rr plan . ln thi• ro•pact the pun would appo, l to n least one-halt 
of t l"' poovle and would be wch moro acceptable th&n an eqU4lly drutic tax 
"»:&l.u"C . It 'lfould be l'u.l.rer to all those -.he hnn voluntarily curtailo<l 
t.helr con:nanpt.t:>n in order t.o r.aeet. war bond quot.as but. who Sit¥ a-uspect t.boir 
n.l.;hbors of a&ld..n.; Mrely t o ken purchasu WI\Ue carryiJ\c on conswopt1on aa 
.J:u.u . 

I n the absence of eithor s<let)U&te taxu or compulsory savil'lj;, we shall 
h.we t.o rely e .. ·en mora hoav1.1.y upon volant.a.ry bond purcha,ee t.o finance t.ho 
'ltlr • .Sinco snch bonds can be cashed at a mo•Dent 1 s notice, fiscal control 
of purchaain;: pmrer may bocoM much more dif ficult , Pillnc up demand 
Ot1lt:;:nion:. at the rnto ot ::12 to ~l~ billion a year-or even a higher " 
rat~ i f the Treasury 's eoal s arc roached--hol~s a conat~>t threat to pr ice 
••~~iU:>tion dur1nc the wo.r and an sven ;:reator thrut iDNdi"toly alter 
the war. Weak fiscal cont.r~ls now will necessitate 1110re direct control.a 
s.;.ch as ? r \ ce fix.in~ and rati oninu . A.tter the war, direct control~ will 
ooe.,.,. even =oN unpopular thAn durin..; the war, a.nd thero will be real 
i .L-,.;c r o~ an inflationary price devolopoent of najor proporti ons. Co::>pu.lsory 
so··~n,;s C&fl be frozen untll such tioe a!ter tho war ~hon they can be sa!el7 
•u t d tor cons:W!'I.pt.i.on without. innationar:' results . 

A 1.1fli!orm compulsory savinr;s requirement-liko a unitom increase 1n 
t.~ rat.es-l'fould i.-opose unequal sacri fices upon pooplo •11oso incomeS" ho.'fe 
incrdo.sed flnd upon people "hose incomes have remained rvlativels st.able . 
'i'hc chief inequities, howeilver , can be avoi ded in t.he caso ot cor.apulsory 
savin~ by relief provisions for persons wi th st.ahle or decreas~rt incomes aa 
tl'tll u possibly for thnoe nth hi&h fixed obll~:~ations . Similar relief 
provisions 1n an 1ncoo:~i• tax, as you know, would be objectionable . Thus 
flex.1 ':>illty is possible nth~ut leavtne tho requir.,.nta wide open to 
evuion by tho5e w'ho have no t.enuine reason for !&lUnc: t o participate in 
the savint:• procra.':1 to the ruu. Thus also Cont;reaaion&l and public pre .. ur• 
tor t'elief' tor the "forgott en mon" o!' the wart.ime econoa,y can be satisfied 
lri t.h.)Ut end&."\,geril'.g the whole incoQG l4X 5)'5t.era. 

For all these re~aona I feel tha~ the A~~atra~ion shoul~ acr oe upon 
• pro~rcw c<>r.>bi:~in;; the ut!llO•t practicabl e in conuino inca~ne caxes (without 
r~funda) and genuine eompulaory savin~• · 

Sincerely rour•, I 

7;~~ Honorable 

tbJ&I~bP~J 
'!'he Secretary o! the Tre&:sur)' 
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Conference in Secretary l:ort,enthcu•a Office 
'l\lesday , Aueust 17, .194) 

Present: Secretat')' l.or Genthau 
General Hilldring 
~.<r. D. \1 , Boll 
flr, lol11to 

The co11lcrence was called at the Ceneral ' a requeet. Secretary 
ott:onthau stated thllt he had nantod to tdscuss ac"et.hinj; wit.b 
~enera.l n1.1lurin1, &IX! <n~t be wru.Lu have co.!led the General U" he 
had not askw fol' the appointment. 

?he lieneral begon o:. ~;. he woul.d .Like to exp.L31n 1\'hat 1i'aS 
cont..- la teo:! in tlte • .._. of a planning organization in London, in""­
•• ch C>S he t'elt tJ",ere \oaS SOJ:Ie msunc!el'Stanclin£ &bout tlte plans , 
lie said that the Arey had s trenuously insisted upon keeping the 
I:Jlkin!; of tho policy decisions in Washington and that the &roup that 
no to be set up in London wcs merely to do the prc.L1J:Iinal") planning 
ana pceaibly keep in close touch with the p80J1le in the fi.el cl nhen 
they v.el'tl operating in Europe, but thut any pJ.anc or pcllcies were 
to be !'indly uetemined in ·l,ashington . Tho Combined Chiefs of 
St.a£1 116a final ly al!reed on that prccetiuro . Therefore, the General 
oaitl, the man wnom they •rere thinkin~ of ccnding to Lontlon to repl'8-
ssnt tho Uniteu ~taws J.rtey on monstury and fiaoaJ. l!'.atters was of 
J.ess illlpcrtencc than WOUld be the case 1f tlte decisions were not to 
be ltllcie in ,/ushin!,ton . lio stu~ed ~hat in tne •Ull<in[, or these 
policies and decisi ons i n .:ashin{, ton tha ~ the 1'reaSUI"/ JJepartment 
wu ropresont0<1 on the coomtittee, unci tha~ ~he vie"" ot' me TreasiU)' 
llGpartment on moneUny anti i"iec&l uttol'S ll'ero, so tar u he w-d.S 

concemed, decisive and definitive. 

175 o/ 

CeneraJ. : :illd.rint said tha~ ne telt tt>at oU attars that 
relateu t.o 1"orei &n policy was, 1n hia opinion, the prime responsibility 
of tho Stue ue;>artc.ent and their vi..-; ahouJ.d prevall and that liJce­
wiae on oU .-.a ~t.ers touchinc. fiscal. and exchanl>O prcbl...,. they shou.J.d 
aceert tho Treasut")' ' a dee::.Sion ahd thut ~:reaaury d.ecision snould be 
f inal on aueh tlBtterc . 

The Seeretery said he was &lad to hear that because he had "'is­
understood what had been eont.empa.ted and woo ~!lad to knOI': e:xactly 
lihat the situation was . 1'be Secretery adcled however, t hat he would 
like to tcko up nnotl1er matter. He said that he satltered from 
1 r· . UoJ..L and 1 r . ·~'ihite that. thure wao n\iaunderftt&.'\dinu with respoct 
to the poat which Col. iol ey 17us to fi.ll , He said tJwt he understood 
tfU>L the 1'reusury had been aeked to reoO!Il."M>nd II nan to fi.ll the top 
1"1IUI.nc1al antl i'iscal pest in 1~ under the Army and th~t on that 
basi e wo h"'-> reco:lllllcntle<l Col . ~oley after havini intlicatec. that 
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li1vi.sion of lonotary 
,.,eseareh 

"''• a.l'(,eos woula not be available for that task , 'lbo Secretary 
olio thut it now aweared that the ta•k >1hich they >rere . oin;;; to 
asoi(}\ Col . Foley wa• one in a lower echelon anc one which could 
bo f illod by any of s everal of Tl'I!Uilr'J persons already in the 
fiel d. Tile Secretary said that he did not undoretand what had 
happenod or whn.t the situation 1'tua . 

'M1e Seot'etaxy stated tha~ this AdJllinistret.ion and President 
l(oo•evelt had consistently opposed any control over 100netary and 
bt~nl<in1, policy b;,- tl1e ,fall Street 5rout>J that this Administrati on 
had mov"" the money cente r frctn llew York to lfaohill(lton, and that 
U18)' 1\110 every iJ\telltion of it re<Jainin& there so 1ong as the 
"""'lnutretion was in power. lie went on to say thst cost. of the 
ban.<ons antl brokers in llew York were not in S)'tlp&tey with what tnis 
,....nn .stration was trying to .!o and could not properly carry out 
ita policy oithe%' here or a broad. Ye~ the i.nt¥ concemeo with 
r:llitory ~;overment abroad was filled with vice p%'es1dents of the 
.uaranty Trust ll!td tlte iiational City Bank and tlla big brokerage 
houses • oot. of ""om had little undorat.anding ot broadu monetary 
and fiscal problens and very few of whom were in S)'l!lpathy with tltis 
Adm1nlotr'otioll 1o policies. 1'he Secretary thoucnt that the President 
would objoct otrenuously if he know about that just as ha objected 
to tho Charlottesville school, 

Tile Secret ary went on to say thnt if tho Army wanted men of 
that cal1bo%' to l'Wt the conet.ar1 and f ioolll affairs in the 
OCCU)1ied tnri tories then tlte Treasury could not 1\!ll'-O any such 
m:ut. ,ney did "ot knO\'i of any such men thoy would care to recoc­
c (lnd. However, i£ the i t.I'f1:1Y wanted n:en to CCLl"l')' out the Ad.J:rl.nis­
tra~ion ' e policy, the TzoeasurJ could rocoaoClena Jten who thoueh 
possibly less well lmown in financial circles, tlla Secretar;; of 
the 1'reasury was con!ide:1t could with the proper stat! do a J.'ine 
job tor the Arrrt:t and carry out the Acinin.Utration'• policy. t:e 
lictnt. on to a:J;y that Col. !o ... oley, who was our General Counsel, was 
such a can and we cou.ld, 1! request.ed, r.c~end others tor ot.ner 
areas . ~\arther:.ore, >re could pl.4ce at Col. t'oley•s Cliopossl 
to~r Treasury rr:.an who are non in uniform who could assist h.i.JEI 
in Cart')inll out his dut.ies as top financial oan. 

General riillaring replied by s&i'iJtl, he YI&O surprised at 
le .. min!. that they contenplate<l uoin0 luTtl¥ :.en for finnn<>ial 
posts not l'<ICO:l11lOI\ded by the TNasury. l!e had aoeumed that the 
men who hed been recolmlen.!ed for the i'J.nQilcial jobs, a Lor . Starella ( 1) 
Oi Oeneral ! ot ors Co:>pany end another 111M ( F'o~ or f ioh ? ) had boen 
approved by tho ·rrcasurJ Department. He said that he hau left 
~hooo ll'&tters to Colonel liaskell and had aoouued that these .:en 
woN oatiafactory to the Treasury lleparUIIent. 
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Division or l.onetacy 
neseareh 

'l'!te Secreta!)' said he had never even heard of them and t.r. Bell 
and , r . \,l\ita oaid they had never heard of them . 

Oenoral Hilldring sa id he would not thi.nl< oi' using anyone in 
such capacity unless they v;ere s at iefaotoey to the Treasuey, and 
thut tho man whom the Treasury wanted would be the man who he, 
~onerel Hilldr1ng, would want on t hat j ob. 

1'he ~ecretaey stated that the a.an who we were recowendinc was 
~ol . rolo~ und 1\lrther that it wns essential that Col . Foley, 11' 
appointed, have to assist him in the teok of that ialportance and 
•.&Lnitude 'l'reasuey technicians oost of whOtA were available and 
already in uni!ol'lll. Possibly one or two whoal we milltt recoc:nend 
nre not in unii'oru. 

Ceneral ~.1lldring sai<i he did not quite underetll:ld .nat h&d 
happened but that. fortunately both eten, he referred to, who bsd 
been recoanendea bsd not yet been ;;iven a COCIIU.ssion end that he 
would stop that, a.~<i that the men who r.ere aatie!actory to the 
lreaouey " oul<l get their appointo>ent. 

The Secretar; replied that we did not know the men he referred 
to and tnat judginu f rom thei r position and background, that the 
Treasury <iid not favor the appointment of ouch r.ten for tho job of 
the choractar r1hich lleneral l!illdrinc had outlined in their earlier 
discussion . Ceneral Hilldr1ne said thot in that evant they would 
definitely stop t he apl'ointwmt. 

'l'he Secreta.ey then asked who t about Foley ond lleneral lti.lldrini 
eaio that s ince the Treasury desired ~'oley, •'oley would be appointed . 
l!e addeo, however, that he woul d have to ;;et clear once fro.: ueneral 
t.ieenhOT;er , who, ot course, had the fi.n&l. eay on persons a,ssiened 
t.o tha t area in that capacity. 

General Hilldring told the Secretar; tJ\At he ""' ~lad to roark 
closely with Trsas11ey in matters coMected with aonetary policy and 
he had found Treasur; coopere t.ion q<iito aat.ia!actoey. Secreteey 
. o .. entheu replieo he ""'" glad he felt that wr;y anu was jjlaa to 
cooperate in every wo:y with General llilldrin;:. 

Jl . o. 1/hite 
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H •• J r : 

3nmud 
Roe•n .. vm : 

'!:.Jr : 

it : 

:iLJr : 

n : 

!i .. Jr: 

R: 

f!MJr: 

R: 

t{t.J r : 

n: 

'l. Jr: 

R: 

R: 

i!.•,Jr: 

3o ahead. 

Hello . 

Henry? 

In ~~rson . 

Fine. 

I e <J.lnor all r1ght? 

Sne ' e betting along nicel y , thank you . 

Good. Good. \ihen a r e you go1ng U? , Henry? 

( Lnushs ) ::: see. ·•ell, I don ' t thlnk I am tni s wee&. 
I th1nl'. I 1 m going up t? 1\t'w Yt> rk t~ see Bob. 

'Nell, I' n sorry. 
c•ll ed you a oou t . 
o n Augue t 12th .... 

Y Mh. 

Henry, thl> t len 1 t r eally whl> t I 
You wro te the Pre~1dent a memo 

. .. . about t hese var1?ue depar tments 'lior &1ns on Mn­
vPro1o n of 1~dus try !r~m war to oeace. 

'Aell , I've been 60rt ? ! wc.rk1ng on that v! th ::1:11 
ana he sent tnl s mer.:n to me .... 

Yes • 

. . . . saying the.t, •r a~ree wlth l<!or gpn:!lsll• end thBt 
we should somehow tie 1n the 57 ~1rrerent va r 1et1ee 
or wo rk . 

Good . 

ilel l , what- >~ha t v1ewa d1d Y" U have on lt , Henry? 

Oh , wpll , gee - I c ouldn ' t do thAt o n :he oht>n~ , 
Sam. ','/ell, we ' ve soent days on that thi ne: . I d love 
to e1 t down w1 tn you. 
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~ = All r1gnt . 

•. Jr: At your olea sure. But .. . . 

R: 

HI~Jr: 

R: 

R: 

'f..Jr : 

rl: 

'il·.Jr: 

R: 

R: 

R: 

:!I!Jr: 

R: 

::: .. Jr: 

R: 

HJ.lJr : 

R: 

HI!Jr: 

R: 

'ilhs t time tomorr ow? 

Oh, you 're & tough guy aren ' t you? 

( Laughs) 

Le t Qe Just see - I ' ve go t Lh~t bi g tax cor.~erence -
Boy, oh boy , oh boy. 

I ' ll be her e Thurtday , too . 

You will be? 

Yes . 

~ell , how early ln tile mor ning can you etard 

Ar e you ki dding? 

Yeah. No , I' m r~ot kidding. 

9 : )0. -
l~o , I ' ve got Press at 10 :)0 . l hnt wouldn ' t take 
than an hour . Wo uld it? .,_,.,.... __ 
·.r.a t tim~ is y?u r Preas? 

10 : )0. 

,,ell , I can meet y.,u ov•r ·"e!"'P at 9 : JO. 

9 : )0? 

Yeah. 
right . 

Cr 1! you ' ~ ra the r ~~e it at 11 : 00 1t' e a ll 
I' m fr~ e al\ day Tnu r eda; . 

'lha t - that ' a - wlll you be awake ·oy tnen? 9 : )0? 

Yeah. 

All righ t . I ' d l ove to e1t down and I ' ll 'lave so~.e 
of my '"opl e hare who ha ve been working on 1 t . 

9 : )0? 
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- Jr: 

R: 

n:..Jr: 

R: 

:; .. ;Jr : 

~ : 

or. Jr: 

!\ : 

,; Jr : 

R: 

- "I -
' 

Ot.ay. I ' ll be over at 7~ur ottlce. 

Are you ever a t the ~1 te House now? 

YPah. 

Will y<>·~ be ther , all afttrMon? 

YeP h . 

Well , I may - I may ~lv e you a call later on . 

All right. 

~nant. you. 

Bye . 

180 
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TREASURY DEPARTMENT 182 
INTER OI'"I'ICE COMMUNICATION 

DATI" 

TO ··r. Fred s.,1th. 

••oM The Soorl' t a ry . 

On t"o 1•ad1o I hear t hat Jl"''Y BYl'noa c'lnounced lncN:naed 

;c··-e or <''"l~orco~ oo.vinge or both. F'lrot , c"ccct t"oat t·l. t h "is .,reso 

:-~ll'orc or '•la newsnener s t et enent to b~ s••r~ "o &Pld it. ':'hen, 

c: ec': • '·at t"e President sald ln his buc!~c t ~eSPII-e in Jenuary end 

1n t··r hltdvct review agein her e recently in t"' 'ch ! th•nk re sa1d 

•ocrrr~<'d tcxca or &Pv1ngs or ~oth - no t entorood Gpvlngs . It he 

eeld 1t rn~ 1t I am correct i n Wha t t he PrcnHiont Sll1d, I >tent you 

t.o t:rl.te a letter something alon~r t hese l1noo: •oecr Jl:11ny: I 1·1ae 

to hoar t hRt vou cane out ')1Jbl1cly !or enforced e•w1ngs . 

!!'I c"ec ~·ou '1a ve n 1 t seen 1t, ! PI"\ ncntUnrr VO'J If OO'~"'~Y of t"'e Pre~;, _ 

•rnt• r •)l'OOl~'"lction tor our Third 'i/nr Loe.n. \/e er e on the eve of 

t" •t '1'tlrd 1/pr Loan. 1/e ere ra,1dly or~>~n1z 1 nc- so.,e r1 ve .,nuon 

··~hnt~cr workers to sell ~15 bl.l Uon "orth or 1!QVf-n'1ent bonds to 

People will not end can no t understand t:hy t here 

lsn • t t~e"' .,lay here 1n ~/psh<..ncton , nrrt1cult>rly bet.,een the -,n 

' )l.'1nr- the noA1t1on ot vour r esnons1b1l1ty ~nd t'•c Sccrc t cr y of 

t'•e T,.eo.oury, and last but not l eo.ct the President . Tho President 

on tl-:o ooceo1ons , r nd cuot e t hem, has co•'r out for encrcased t axes 

or rrvtngo, aSide f r om th e fact t he.t ;rou "lll'ltt nho>t "'e the courtesey 

or •· o~<1n:J me your ot a t e.,ent 1n a s "luch as 1 t vlt~lly affects us . 

rcc.,s to ..,0 t hnt anybody connected wi t h t'le Pt•cA1dent, e s you Pre , 

•·o .. l~ 1Pltc a otr t e-:cnt· Jo."!ti ch 1a 1n t une >.1th w''ll t ~ .. """ se.ld 
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~·JoUolv. Your atat e- ent on t!"e eve or our <!rtve wilt do ua M 

enorc1oua harm unle ss i t is oorr eo t ed . I OP~ not believe t hr t yeu 

>:.'l!.~•Jl1Y t~P nt 100 hurt our drive s o t l•a t 11e 1·:11 ' . ~ave tp D!Je l 
~~~ .... rk.. ,:;::¥ 

~~~~reed nav1n~a . ~he Pree1dent ~~1 t s c''nn1n one ot h(s Preao 

Conf~rcno e a i n whi.oh he wna 1nt rrnre t ed e.a botng l n favo r of 

t1!'orced e.p v-1 nrs !:. tC: t• en ee tel t a I !.uiOtJ t' e t L &ts ol tutel! tre 

:orr~ '!e corrected l' a t p t r nen t like t hl't e t a 

Pr ens Conferenootwo days lAte~. I nrn enclo sin~ • conf i den t i a l , 

ver b•ti~ re?Ort o~ wha t he eai d . I n vi ew or the s er iousness 

o~ this a1 tua t i on, I don ' t t h i nk it i s a skin~ too muoh of 

you t o ~o o t le~st as ~uoh ~s t ho Presi denE di d and nr omptly 

co~cot your s t a t ement t he way he did, and ae t behind t he Third 

'.lrr LoM a s he hno a sl<ed i n h i s Proclamation. I would 
., 

·~~reci~te en eerly r enly, Yours sincer ely.• 

Somotrhe r e in t he let t cr I think I uould say t hc.t we 

Pr e not only tryinr- to nell bonds bu t l<e aro tr:vl.n~ t o mobl.lH.e 

inC.uetry i'nd labor, i no r ei'&e ~roduo tion , etc., end so on - tl•e 

""Y he evident l y sai d in his e:oeeoh , but I t•ould like t o say 

t !let t h18 isn ' t Jus t a Job of tryinr t o s ell bonds , but >:e hrvo 

been t r ylng t o l i ft t h e whol e ooralo of the oount r :r t h rough our 

'.lrr Bond as l ea along fihe lines thll t he spoke l n h1R speech, but 

•·e cnn • t do it it .:e threa t en the peo;>le w1 t h enfor ced savings . 

'!.'~1e only >~ay ..,0 
oan do 1 t i s t hrough ap'Qeal1n" to t heir 1nteroat 

to >•i n t h i s war end get i t over w1th. 

183 
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TREASURY DEPARTMENT 

INTEit Of'FICE COMMU NICA TION 

DAT .. 

TO Prell s..,1 t h 

, ROM Th~ Secrcte.ry . 

In olos1nR t 11e l etter to J1M"' '' nrrnes , My SO"!ethlng 

11 .e t' ,1s: "In t .,e 11~ht of the Prestdent•o '>roolP.,Pt1on , t"le 

':'11 r e 'Jp r Lo!ln , I • d oP '-1 o" tlll "'e"lbrrs o ~ t"t- Prl'l•1ce'lt ' s te,.., 

:o ""'•c': t'•e ,.ttpok w1th liar Bonds" . It PPC"'n to .,e t hpt 1t 1s 

t 1'1r r nou"'h t o cAll fo r forced snv1n:-s 11" our Th1rd \ie.r Loen 

frll s , ~"d 1t 11111 o!'lly ft>11 1f sll t l' e 110,bt'rs o! t " E' Preo1dent• s 

trP:n f•1l to hncl<: un h1s nrocla":lP t lon. 'l 

184 
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TREASURY DEPARTMENT 

INTER OFFICE COMMU NICATION 

DATE August 17, 194S 

Jlr , Fro d l:m1 th 

Charlo• Sh .. ttor 

L&at January in eubmitting tho bud&et aeaeago tor the present t1ac&l 

year, tho Prea14ont e&i d a •1 belie•• that .. ahould atri•e to collect not 

1••• than lS billion dollars or additionAl tundo by taxation, eaTing•. or 

both durin& tho tlooal year 1944. • 

~&in, on Aucuot 1 1n hie roTlaod bud&ot aUOM&tion, the President 

eaid; "I reco~onded in my budget meeaage laet January a truly stiff 

pro&ram ot f.ddit1onal taxes, savint•• or both. I continuo to support 

th"t progr&tD." 

•• • 
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DeU' .,,..,, 

I waa ltloete4 thll IIOft\Sftf to MU' 1'11410 &MCJHIIrl 
q110M 10U a1 haftiiC 1&!4 tbat tor CNI' own proMIUon• 
we ••' haYe blP.r \ani 0 11114 entoroe4 ~anaaa.• t haft 
obe*e4 J'O'Ir IS'IIeb, whloh wu 4eftnltelf lftteft4e4 •• a 
'"'-"' ot poUq, 11114 tn., ••U•Uon :rov t.a"" UtU. ~·. 
1'0011 tor 4oubtlnr; tbat entoi'Oe4 ~annp ,_ oonaUtvMa 
aa A4alnlatratlon po11•f• 

AI far a ll t blow, \hla h not a f aot, 

On .. ,...a.l oooallona VIe Preal4ant baa oallect fl)r 
•tnor~ale4 tan• 11114 ~annse, or llotll". 111 -.Ae tbl1 
a\lteMnt tn hll JMUJT 'lllld.Aet .. aeap, &nd ap.ln in b11 
rana.a bld8'1' .... ese. Jle ba• "'""~" ~&14 "•ntoi'H4 ~annr;e•, 

t.11t JUne at a pren oont1renoe he • •• atlllnterpl'lte4 
•• lncUoattns ' hat be baoke4 entorold .. .,tns•• At bla nn:t 
oonfal'lnoe, he "~" a@tldt 

"Mr. t>reddn't , , , U.re ..... t o be 10• 
oon t1a 11011 u to 'tlbn 7011 lldd or l.n teftda4 tn frNr 
laat ""'" oont"""'' about hl&h \ani &114 CICIIIII'Ul­&OI"f ~anap, all4 I wan' to ali ,~ do rou lntd 
to •* to!' o-loon ean nc• l n <rie• • •• • 

"' tltla po1at h PNI14.n' 1ntelftllte4. and at"r 
- 41-dotl 1&14, 

"I afttM tbat ClbairMn Oeorp e:q:~rllle4 
bl-lt u toellftg after the Oeoon4 Yr&J' Loallt t hat 
-sM1&017 un-1 wlU not be MMIII111'7t WlUOh "" 
bo111 \till' u WOIITt 'be, t """'" •- od lJI ta'IIOI' 
of eo_,.liOI"f M'flnP• t .. &OI'f'J t.bat I pft 
aftlb04r t.be -· w .... 
Mr. Ooawta til• .. u, •you 40 no' tntan4 to •* 
tor ... • and the PNI14ent 1nteroN 11M4. ..,s.nct 
"Wo, oo"'dnl7 not, • 
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Peopt. wtll no\ ad_, Wt48reUII4 tibf a.. 
hn'' wu p~ bere la Walhllldal, parUeular«..":"'-" 
n an h014lllf rour poelUon .all b Pred4eftt U 
not ~ •nUOft t21e 1!1eereta17 et the !'rea...,, all4 ln • 
Jv,atlH ~ ~~ fMllllfo I waat to 1a1 tbat WI haw no 
rl"'' ~ 10 our HJ)U'ttl war• ln •''-" of 111eb ...,..._ 
an01. Thh eaa t.ftoilparabl.r ""* tbe WII'J war IIOblihatloe 
J ou are \I'Jlllf to ...... 

'l'blre b aa eWin •re Ml'l.oue taotor a •re s 1Uaw 
problelll 1n1'0l'flt4 la r our ataW1Tint ot laa~ nllll'• 

we are on ~ en ot the 'l'h1J'd War Loan. • • are alll:lns 
aw rox\atel7 ftft ldlllon ..olTTnwer wol'ltere to go oat an4 
Mll tttteen bllllon dollare worth ot oonrnant !lon4a. 
Thla h tbe bl ~Q~:e et JO'b tbnt baa enr been han414 to .,., 
grOuP of he• hall\ 1'0lwl\11ra. 1'1\111 tln ldlllon wlwl­
wer eall-n wlll han to WIOI'k af!Un•t ,,....ndoue una..o14-
able 'hlmtlll - the OOIII1AIIII07 Of ~ peoplaf tax dl191111l0n1 
on the bill, all4 tbl sepu•r 15 1nao .. tax 1n1\allant tor 
ex.pla - 11blob wtU -.Jte the job exCNMl7 dlttlouu. TO 
ooaplloaw mtwre l'f1ltl tur1blr, 1011 han ~lhld the oontro­
nrlit~l ~~- ot aoii])Ull0r7 ea•tnge, •hloh we haw t rlecl 
UUpn\17 to keep \lnder oonr untll the 'l'h1J'd War Loan 11 
euoo11etullr atarW<l. tie ll:now tha\ cH•ounlon about OOIIIPUl­
"'17 ea•tng1 gre11U1 tnore.11111 Nlllltanoe to l!ond puroba111, 
alnH we hll•• had a oonelderabb nu.-ber ot le\tera troa h 
fteltt -pl.dnlng et tlw at.o•t \IIIIIIJW~Untttble ealu probl.ea 
prellfttecl ~ -b dlaeuaet.,n b7 h l dt OOftrnMn\ otttottla 
and .... .,ape... . 

Your •'•'-•"'• tt let\ tmoorreoted, wlll ther efore Ckl 
the Third War Loaa 1erlou1 ba,.. 

I aa theretol'll a altlng 70U to Nke 81'1 1-dl&tl oorroo­
Uon, to allnia\e tb111 dl!llllp t neotar ae poul blt. 

t eall 'IOV att.ntton to ttt. Prlllidllftt' 11 """' proola­
•'lon lTT 11bloh be aaldl 

.,., eo-dtr-S.n-Chlltf, I hereby lnwkl enr1 
onhen to ~ft all poutble ald antt IUPJlO"' to 
thll !hlrd war Loan Dl'l.n, no\ onlJ 10 ht our 
ftMneb.l r;o.1 M1 be I'll~ bu\ to enoour.p 
on.1 lfteplN \ hO MOf OUJ' hal'bolldl, ~ f A\btl'l, aJII1 
_, • • 'lD "IN! 'llftder ttre on a do lift tron" all onr 
the worl4. • 

••• • 
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I n the l1gb1; ot t hh Proola•Uon, U '"•• t o .. onl7 
reuonable that enJT ••ber ot Ule Prllident•a teu lhould 
a(!J'Ie to t orget hie personal p.re,tlldicll tor t h e "• being 
and 1 lleok Ule attaok - wUh War Bonde, 1 

It, in epite or whole-hearted Oonrn..ntal baoklng 
and teu plq, the thlr4 War Loan ehould tall, then 1t h tl•• enou~ to oall tor toroid eaYlngaj and oertdnl7 tbtre 
11 no point in helping U to taU b7 ind1oat1ng that there 
11 diwnlt7 and oontudon at the nr7 t op or the Oo'fem•ntJ 
nor b7 gi'fing the· public the 1~rellion that regardlell ot 
cooperation w1th War Loan DrlTeei the7 are going to han 
toi'Oed upon t he• a plan or oo~u IOI'J' hnd1ns - whloh I u 
eure JOU know hee been pro 'fed, b7 l'ferJ publi c IIUl"fiJ, to be 
one ot the .oet unpopular ldeu Jet a4Yanoe4, .. 

It Joy. haYe an intellectual dleagree.en t with the idea 
ot 'fOluntaJT eaY1nge, I beeHah J OU to t orpt U tor the 
U• beln&• G1Ye 111 an opportuni 'J', throu~ thh 'l'b1 rd War 
Loan, not 0 1117 to ra1ee a .,.,,,anual uount ot IIOlliJ, blat 
to do the .orale job whlah oo~rh11 at leaet halt the aueta 
ot our War Finanoe Proaru. ftu'o• Bonda we are doing • oh 
to .ob1lha lnduetJT and labor, We are brlnl!in« the war to 
the people. We are putti llg a1ll1ona or people to work t or 
the wa r on the RoM Front on a 'fOluntarJ, enthue1aeUo bal1e, 
We are, ae a •tter or tact, putting to practical purpoee 
.uoh ot the dhou111on in J OUr epeeob or laet ni~t. It 
we haYe not euooelded to JOur oo~lete eatietaotion, i t ie 
largel7 becaun we are atte~Ung t o do t hie job all alone, 
Md we are doing 1 t oonetan~lJ apinet euoh hur4lee ae are 
created b7 oontuelon, diea(!J'IeMnt and eolo pollo7 -.king on 
the top la7er or Oo'fern•nt. 

lla)' I 111 one t hi ng ..,re 1 all th11 alsbt heft been 
prenntld 1t 7011 had olea red 7011r I PHOh w1 th the Ortioe 
ot War Inton~~Uon ae the reet ot 111 are required and willlng 
to do , I u eure the OWI would haYe noUoed t hla deY1atlon 
ti'O• what 11 now accepted ae A4alnlltratlon war polloJ, and 
would han called U to our attention. We could then haYe 
co .. to eo• agreeMnt before the na. Uon 1 1 ed1 tor e were plwlge41. 
onoe again, into the queeUon ot whether or not the YOluntai'J' 
l&'finge qete• hae been ottic1all7 repudiated. 

I would appreciate an earl7 repl.J. 

Youre elnoerelJ, 

Honorable J ... • r. BTrB•• 

• 
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I wu ohookM tld o IOOnWlC to boar radio .__oro q\10\o 7"U u ha't1q 

u id t hAt •tor Olll' - proteotioa" w ... , , hno Mc"-r tu.o •...s •toi'OM 

~ann&••" Thl • eta"-Dt, oa.lnc troa you, 1• co lnc to oau•• o\lr ..,. rtau.M 

COIIa1tt••• •or• trouble thua. )'0\1 O&D 1•&1ae. 

I ohoulcl like to ollll 7"W' attoatloe to· tho Proolclont; • o reooat prool- tloa, 

1a whioh ha o&lclo 

•.u C-•r•I.D•Chlot, I boroby 1D'"'ko oftr)' oltlo.., 
to cho a ll pou lblo aiel """ oupport t o thlo Dalrcl 'lfar Lou Drift, 
aot oDly oo tbat our ti.Daaolal cool -.y 1>o reaohM , but to • ooW'aco 
a.Dd lnapl_re tho" ot our hueb&Dda, u.d tatbelr e, ad ecae who u. 
\Wld er nre em a doaiD trout a all O'f'lr the worW . • 

ID ..JtlDc thh proota.&tlon, tllo Prooldoat 1DdloatM that tbo clooka 

woro bolDt oloarM t or tb.o l&rcoot 'IOliiDt&ry oawlaco dr1'JI 1a hiotory. I • 

eu.re he Maft to a&b 1\ obn.o\W to the publlo, to the _..,,_,.,., , lAd to 

t.ll Oonr,..nt Oopart.oato that tbo Ario.ialotratloa pol1oy wao to l>aok thio 

•olUDtory lou to tho ll.ait, 

ID aaklDc 7"ur otat-t laot Dl&ht, I olDoorol)' bol1no you ha'JI lo.ld 

)'Ourlllt . .... to t ho oharp that 7"• .... out ot aero-at wltb tho Prooldut 

aDd with t ho root ot tho MlaiJd.otratloDJ ...S poulbly , ..,. that 7"" aro w1111DC 

to jooparclioo tb o !hlrd 'lfv Lou 1D aa ottort t o p,...oto tho ooa(>Qloory .. w1 DC• 

It 1o poo&l 'lllo tbot you do Dot tDlly roa11ao t bo oorlouoaou ot 

oo.lllac tor -puloory loiOillDC oD tho ftr)' owo ot tho fblrd trar Lou Driwo. 

Pn hapa 7"" c1o aot ro~loe tbo ~o1 ty of tho job w are llllllortaltia& -

oor, tor that aat tor, tho job that OW' ftlatoor ....tttooo ho'fl clone 1a 

tho paat , Ill April, - oold 33 aUUoa Boado, ID hpt•l>or, wo aro boplll& 

to 1111 80 a1111oll - · · &Del I 1>ol1oft - O&ll dO lt 1f ~ro hiU'dlll &ro 

DOt th._ 1a t ho _, ot tbo op-a:iaotlly n .,. a1ll1cm ""l""t" r wortero 

1rllo oro oo\t1ac out em the bl"'" job that hao o.-.r - halldM to &D)' , rovp 

• . -
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of 8- ""'"' 'rOl~mtoero . u lt lo, thooo patriotlo -plo will huo to work 

11at not tr-ndouo \IM'rOlclablo h&a....So - tho -pl.-or ot tho -plo, 

tu dioouoolono oa ttlo bill, and tho S.pt•bor 18 ill- tax ibotal-..t tor 

1.-ply-IJOfl, to ooaplloe.te ~~att•r• ewe t\.i.r\her, the oootro-nrtlal itt\11 

of oo"''uloorr oartac~~ booft laiiAOhocl and bo a ll proboblllty will 

bt plokocl up, dobotocl u4 clloou.o- ad intlnlt• !.A tho •wopoporo. Wo la>ow 

that dlaouo olon ot -puloG1'7 oartnco voat}11aoroaooo roolotanoo to 1Ju 

190 

Boa4 pv.roha•••• •• know tro. lett.re reoelwd ~ taw fteld that a pe:reon ..,.• • 

&J>tlolpotl~>& ooapulool')' oart"l;o, olaply rotuooo to bu7 .-. ~llllltorlly, 

aooauoo ot rour roopoa olblo pooltloa, ODd bo .. uoo ot tbo wo:t 1D 11hloh 

your opoooll no roportocl both oa tho alr and 1a tho prooo, rowo otatoaoll\, 

It lett UDoorreotocl, wUl oort&1D17 do tho fh1r4 1Jar loOM owrlouo h&ra. 

lou hno, at tho worot pooolblo tiM, &«all> bro~~&ht up tho queotlon ot 

11hathor or ut tho ~luataey oartnco orot• h&o boOft ottlolall)' replllllotocl. 

1 thorotoro aok rou to - ., u.oclhto oornotlon to alhrtato thla d..,£_ 

1n oo tar u pooolblo. 

I t rou haw u lntelloot-.1 41o~llt with tho 14oa ot 'rOluat.,. 

aa•izl«f, I bo- 10" to ~rpt 1t tor tho tl• bolA&· Olw ,.. .., opport..ttr, 

thl<>\0&11 t hlo fhlrd ...,. J.oD, aat oD17 to raloo a oubotuUal a o...t ot _,., 

b..t to do tho aoralo jM wblob -priooo at 1- holt tho uooto ot our •• 

Pi-o Prot!•• · ftlroll&h -· " aro <lola& auob to aobllloo l llllluotl')' &all 

labor, Wo an br1DPIIC tho war to tho -plo. Wo aro puUlAC allllono ot 

pooplo to work tor tho _,. 011 tho Hcooo ,...,, 011 a YOlUDtory, Ofttbuolaotlo 

huh, 1Jo an, u a M tter ot taot, puttlnc to prao\loal purpooo _., ot tho 

dhouoolon 111 rour opoooh la~t Dlcht• 
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Ia. u lda.c you to - Dd your ot a-a.t, 1 • oa.l:r a ol<Uc you to do 

what tho Preoicloa.t cl1cl laot ol\mO , Yo10 •II¥ rooall that ho aaclo a ota-et 

IJl a pre II ooah,.....o wh1 oh wu a1o1Dtarpro- u bo1Dc 011 1Ddl .. t1oa tt.at ho 

!>Utocl atoroocl aarlaco• 81aoo thh H-..1 a cl1 ot1.a.ot oho.Dp ot poUo:r oa 

hh port, in rlow ot tho t a ot that ho haa oono1otoAt17 oallM tbr "ia.oroaoM 

t u., and ea9i n&•• or both" but aot "•torMCl" aaT1qe, hll a111a.terprete4 

otat ... a.t wao wiclol:r publlolood. 

At h11 »at pr••• oc::a.twreDH, the Pnalclut waa qlilll.riecl OD ooap\llaory 

U 1'111C•· and. M l a14. 

•t a.ot1oo that Cha1...., 0.011:0 o.-pnoooM hiaoolt ao tooUnc 

attor tho -- War LoaD, tbat ocapulaoey oarlJ>co will not bo ..... oaar:r, 
nleh w hopa that 1t wca' t bo. 1 ann ouo o..t 1D t a'IIOr ot """pul••r:r 

oninco. 1 • oorry tha t I caw ... ;rbocl7 tho wronc lcle&, • 

B• wa1 ••Dd 1 "You do not 1Dtl nd. to aek tor ••• • azad the PNt ld1nt 

1ntorr10pMcl, olt¥1ac• .. o, oortaia.l7 aot. • 

I ohoulcl thiak :rou W'Ould bo willinco i .a. rloW ot tho jeopard,)' 1a. 'III>J.oh 

your ota-... t -., haft plOt tho Yh1rcl War Lou, to clo ao -" t o koop tho 

olca.olo otraicbt ao tho Proaicl•t cl1cl, 

It, in oplta ot tho wbolo-hoartod Ooft..-ntal bookin& ucl t - PliO¥, 

tho Yhlrcl liar Loaa ohoulcl t ail, thoa. it 1o ti• oa.ouflh to oa ll m lbroocl 

'""ill&•• certaia.l:r thoro 1o ,. poiat ia holpia.c i t to t ail 1>7 llllliootlac 

that thoro 1o cl1 oiUI1t:r - ooatuoioa at tho ••r:r top ot tho Oo,..,...a.t • • 

wbothor ooapuloloa 1o •oouar:r1 aor by sl'flDC tho publlo tho I.Joproooloa. 

th.at roprcll ou ot oooporat1oa with Wu Loaa DMo, tho:r oro coliiC to ,.. .. 

thruot upon th• a plaa ot OOIOPI'ltor:r l oadlll& · - 'llbl.eh 1 • ouro you kDoW bao 

boo,. pro•M, bJ owr:r o\U'ft)' ot piObllo op1n1oa to bo a 110ot uapopular lei••· 
Ill¥ I • II¥ oao thine ""' "' all thl o alcht how boon pro .. ntM 1t yo" 

had Oloarocl your opooob with tho Ottloo ot ... wo ... atlOD u tho root or ... 

oro roqulrocl ucl will1D& to clo. I - ollN tho 0111 would ...... notl- t hi o 

191 
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.. .uu• truo ..,., 1a - .. ..,w .. ••••n .. u• - ,.u.,, _. wnu 
~" oalle4 1\ \e ov at-..1oo. • eo11U •• loa'N -• w ••• .,..._ 
•"' befllro ~bo •\loa•• ecli-.ro - Aoaa1Jdnrw\1oa ldbi\Mre wre pl,...., 

0800 a&ala. i oto a tloba\e OD ~ 'fin ... • of ~ • J'•- bJ' •1eb w bopo 

to ' "' 10 111111 ... ot tlollare. 

1 wollltl approo1ao "" o&rlJ' n plJ'. 
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Honol'&bt. J .... r. arm .. 
Dlreow., om• ot 

war lo1ob111aati• 
'Ia~, D.O. 

,. 
'I 

I 

195 
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1 lhDUl4 tb1Dk 70. woulA be willlnc, ~.~~­

JeopaJ'47 111 wbioh 70ur etde-Dt 1141 haft put the lh1r4 
war ~I'• to CID ae •oh ae the Pr .. lclen t 414 end t o 
publ1ol7 gift tbe lh1r4 War Lo.n 7our wbolwarte4 
~pport. 

It JOU will CID thle 7011 •111 help 111 ~ tble 
!hlr4 'W&r Loen, not on~ to z-._j, .. a nbetaDUal uqwat 
ot -•7, bu' 10 4D t be .,rale Job whtob -nuutee 111 

1teelt a Toluable ~"'' ot our war nnaaoe Prosru. 
'l'hrous\1 the Bond procru n are 4D111g -h to 110bUbe 
1ndua tr7 and labor. We are br111g1ng tbe war to tbe 
peoplp. We are puttlllg 111111ou of people te won for 
the war 011 1:he •• Pro•' oa a -roluntU7 mttudaeUo 
bade. We are, ' ' a .. ner ot faot, puttl.Da lllto 
pr aotioal effeot ..n7 of the 14eae e~re!ee4 in 7our 
epeeoh lu' a1P,t. 

la the lnter .. t of p U1q \hie ftl1r4 war Lo..i off 
to a FOil eta!'t, I wolll4 IPPI'tehte • ear~ rep~. 

rour• e111Mre~, 

• ' . 

Regraded Unclassified



l>eeJ' .1,..., I 
I wa1 lbooke4 ~~ 110~ to bear 1'141o &IIIIOUMeN 

quote 1011 u ha"fin« •al4 tha' fer 0111' cne pro.-etton• 
" ' lllllt han h18Jier tt.xea 0 1\114 enferoe4 •'l'tll«f· • !hl• 
etate.at, .-lair tro• ,-ou, 1a SObs to oau• oar stat• 
War 1'11\al\M oo-lttee• a SN•t 4eal of Vouble. 

I lt\01114 lUat to oel.l JOUP attention to Gle Prel14ent•• 
reo~nt proeldatlOII, 1a whlllh be aal4a 

"All Oo•• nllei'-1D-Gblef1 I here'b7 llrtollr.e 
,.,....,. oU1 ua to s1Y• all pol8tble al4 M4 
INJIPOJ'' to t!lla !!111"11 war Loa Dl'f.ft, ... , on17 
eo that car ft-ola1 pl..., be re11bed lNi 
to lfteollJ'aCII ea4 taepbe •• of our ......... 
anll fa1bere1 anll -• wl» are 11114er ftre 011 a 
4oaen troa" all Oftr tbe wor14. • 

Ill ~~Ulna tb11 proel.aM•on, \be J>re•IAan' -~' to 
clear the 41ob tw tha larpa' ..olwlt&I'J' Aftllp 41'1w 
111 blatoi'J'. I .. ~UN be ... , to Mite U ob91oua to b 

pllbUe1 to ~· -~~~·~"· an11 to hll Cltftelal f.-l11 tbat 
the Mrrtr.s n.auoe po ., ••• to bMIIt th1a ~t&I'J' 1oa11 
to the Uld. t • 

. Ill uk1q 701&1' •'-'-' lut n1~t1 I a111oerel7 N­
llew rou haft 1a14 10III'W1f ~ to b ohll'&e b' JOU 
are ... , ta .... ••' wUb the treat~~·• polleJ • • •' 
forth ta hla rc n' UOII. I • ..re t:ba' JOU .-14 ... , 

!:::a:.~J.f:::':::::.~;r: ~ :.: 
get that t.pnad.oe,.... 10111' re...U. 

n 1a poaalble that iou 4o. aot tullr realhe the · 
111'1011-•• of oalU.aa fer ..,.al-7 llftllliiC 011 Gle ftl'7 
eft of tbe ftlll"'l War (.ou Drlft. Pei'Nipl rou liD aot 
reallu the 1.-alt;r of the ,_ we are ~-
!lor, fer Uwat •na•, U. Job b' oar 'l'Olunteer -
rr1 tteea haft toM ta tbe pa1t. In Apr11, we 1014 

• ' . 
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JJ a1111oca of the • E" Bonde, alone. Ia O.ptetlbn we 
INit eeU Bonb to 50 lllllJ.oca people, U14 l 'bell .. we 
oc.n 40 1 t , lt 80N obetaolee are DOt tlu'owft 111 the wq 
of the approxlade17 tlw lllllloa 'llllbaft\NI' worun 'llbo 
are M t \1118 01at oca \be blgg .. t Job \hat baa ntr 'been 
han4e4 to ~ crouP of HoM l'roftt 'llllllllltMn. As 1 t 11 
thelt pntrloUo people 1'111 haw t o work n~ftat tNaft~ 
dmla Wlaftl4able Ma41oepa - tor elWIJ)l~1 VIe 0011p1aoeno7 
ot the people1 tu 4110Uald.OGI on the hlu , an4 the 
Oept.'ber 15 lfteo .. tax lftat&ll.Mftt. llow, to ~Uoaw 
matter• eTift fUrther, tbe eoftti'OYIJ'elal 11- ot eo~ 
101"/ ea1'11181 baa ap1JI 11111411117 'ble1l ~- beton tbe 
pu1.:1o b7 J'Oill' ata'-\ llll4 lll .au probati1Ut7 U Y1U 
be p1elte4 up, Alba-.& Mil 41-•aed at PM' lenstll lD 
the nn~ft Mil Oft the r.UO. We know bf •ll])erle­
tha\ 41-eld.Oft ot OOIIPQliOI"/ ea1'11181 SftaUJ' 1MNaeee 
realltanoe to war 90Cl4 puroha.Ma. 

lleoauae of J'OIU" NIJIOftllbll poe1 U on, aD4 beocall ot 
the W&7 1n wbltb J'UIII' apeMh •aa reported both 011 . tbe all' 
an4 1ft the prell, J'Oill' atate-t1 1t l ett -rreoted, 
wlll oertallllJ' 40 \be !1111'4 War LOall MftOUII bal'a. I 
there t on alk 7011 to lllllte u · S.IIIM41" te oorree\1011 to 
allena\1 tbl a 4aap 1ft 10 tar a a po111ble. 

In alkllll 70'1 to -• J'OIII' etat-nt, I aa illllJ' 
a lltlJIB 7011 to 40 what the Pr .. S.411lt 414 laat .J\ml, tou 
•1 reo&ll that he u4l a etd-\ 1ft a PNII eoftfel'lftM 
wh1oh waa lllalft\IJ'PNte4 aa 'belDS an lD41oet1011 that hi 
baolle4 entC'!'MA 111'1np. 111- Ulla -.-ct • 41etlftlt 
obanp of pollq Oft hia puot, bla llldntei'!)Nted etatl­
_, waa wl4117 pal1Uo1ae4. 

A\ hll ant preaa ooftflftllll, the Pree14111t .,.. 
q1111'1ed oca oo~l"/ eaTlnall, an4 aaool'41ns to a ­
t141ftUal tnaiiOI'lpt, he aal41 

•t .. u. .. 1:bat (Jbe.1n&a Olorp eJipftlae4 
hl-lt .. fMUDi atwr 1:211 seual war 1o•."r that 
OOiipllliOI"/ eaftlurs Yll-1 DOt 'be n-••11'7, wmeh " 
bope that s.t -nTt 'be. . I fteTir oaM out l n tawr 
ot fiOIIIIQliOI'J' aa1'1DII• I aa lOri"/ \bat I P.'N 
~ the WJ'Oftl 141a. • 

He waa alll841 •tOll 40 DOt 11\tend to alit tor ... • 
11114. the J>rea14111\ lfttei'I'\I'Ptld• 1&711'181 'llo, oertallllJ' 
DOt, 0 

198 
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J: .._,. \I:Wilt 1011 1101&14 "- wt.Utaa, 1.a 'fl .. ot b 

Jeop&l'l)' la wbleb 70111' •'-'-•' ~ haft pa\ 1bo !'1111"4 War LNI), \o aD ao _. ao W. PNelMat 414 aD4 to 
pUbUo~ Ill'" tbl !'1111C war Looa J'OilP wbo1oblarte4 
lllJII)OI'to 

J:t ro!1 wlU 1'10 G1lo 70111 wt.U help •• ~· 1blo 
'l'h11"4 war Loaa1 aot oalJ to Pal• a a~~llo\aatlal -.n 
of _.,, blat 10 to \Ill aorala Joa» 11bltb ooao\lw\ .. 1a 
1 uolt a 't'allaabl.o ,. .. , ot CIIIJ' war J'lllaMe Pro,... 
~ b 1111114 JII'OIPU ft aft 4olal _. \o aolllU• 
1MIU\'r7 aa4 lallor. •• are 111'lfllllla the war to w. 
peoplf, .. aft paUlJIIIIUl!ODO Of peepl.o to WOft tor 
1a1e war • b ._. h'lmt oa a -.ollla\an' ~anlo 
b41alo. •• are, .., a •Uer ot f .. t, pailt;;. la\o 
prae\lu.l ott••..., ot 1M l4aao npreMel lft J'IIIIU' 
apeeeblaet alpt. 

tt .. tbl.C ..... toea ebeN]' tall~ t:bea u will lao 
u .. •-F \o eoalllMr ~...a ea~p. owtala17 UIOPe 
h no polftt la !lelpllla U to tall b)' 1a41•U.. that 
Ulore lo 41.-lQ- 1114 -"'Ill• at tbl .,., tap of tbe 
OOY--t Oft 'tlbetbell" .0£¢\11etoa la .... OeaP)'J IIOP b)' 
gl~l ... pllliUo W. I.Jiiii'OeelOD tbat repi'Ueoo ot 
oOOpantloa wlth ..... Loan Drl:!l tile)' aft IDUc to baW 
thftat upoa 'Mil a plaJi of o eol')' l.o~BI - wbltb 
I aa 01111"0 J'Oil Jmow bao liHa JII'O'N4 bJ Oftl')' .......,. of 
pubUo oplaloa to M a ••• illlpoplllaJ' l4aa. 

It ..... to • blFJ,7 U.,Or'-tt \hat all of u 
ob!Nl4 oooponto la •'"" of 11 r Jl la\oroot la UlU 
orltlu.l olW.U• 1184 J: • MoP17 Uoo:ppola\14 bt 
7011 fallet to .-..lt • la .. ,., .. al to b UpU•U•• 
of ,_ o\ato-t, oo tar ao u portalao to fUaal •"'"' 

J:a tbo la'-"•' ot pttlal Ole tbl~C war LNit ott 
\o a pe& o\art, I wcal4 IIPP..olate aa oar17 rep~. 

R-rabll l.-o r. IJI'M• 
Dl ... tor, o~ .. ot 

war lloltlUeaW.oa 
Watblacton, D. 0. 

Flllgr 

Yolaft olaooro17, 

•• • 
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IIMJrl 

Ooere tor l 

HMJr: 

EJ.mer 
Davie: 

RMJr: 

0 : 

f!li.Jr: 

0 : 

HMJr: 

0 : 

H¥.Jr I 

0: 

!IMJ r : 

0: 

IIXJr: 

Hello. 

Hello . 

Henry Morgenthau. 

Yea, how are you? 

Augun 17, 194} 200 4 : }5 p. "'· 

Fine. !U>. Davie, I'm - t or :you confidentially -
writing a letter to J immy Byrnee oroteating about 
hle epeecb last ni ght where he ca~e out ror enf or ced 
eavlnge .. . • 

hl\h. 

••. . and i n thl e thi ng I put in a paragraph 1n which 
I ea:y i t he had cl ea r ed th1a speech with OWl, I' m sur e 
that you peopl e would have caught it and we ' d have had 
a chanoe to pr otest. Now, the r e ' s nothing - the 
Pr ealdent has never sa i d that J1mm:y Byr nes 1s excluded 
from submitting epeeobee to OWI haa he? 

Well , I don ' t know that we have ever had lt explloltl y. 
We have understood 1t - that t amou e eoeeoh ot hle do wn 
1n Spar tanburg, you know, where he went into a l ot ot 
m1li ta ry etutt that we dldn ' t have - we have elweye 
underet~od that he 1a reepona1ble to nobod:y but the 
Pr elident t or hl a etutt . I don ' t think ve have had 
that flatly stated bu t I under atood tha t f rom the 
general t enor ot h1 a com:U .. lone. 

I aee. "lell , at leaet when I put this 1n he can': 
oome back and ehow any or der to me which has excluded 
h1m t r om th1 e. 

I dOl\ 1 t think so. Uh - ca n I Just check on that and 
call you back 1n a rew m1nutee, Henry? 

11'111 you do that? 

Yee. Fine. 

\fill y<>u do that? 
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:J: 't~ah . 

H.•.Jr : ThAnk you. 

I 
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H11Jr: 

OperA tor: 

HHJr: 

Operator: 

HMJr: 

Elmer 
Davi e : 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

KMJr: 

D: 

HMJr: 

D: 

BKJr : 

202 ,_ 
~u~et 17, 19~3 

: 5 p . c . 

Hello. 

El.mer Davie. 

All right. 

Go ahead. 

Hello. 

Hello. Dnia. 

Go ahead, El.mer. 

We never had &OJ formal notification that he wao 
exe111pt troll our Juried1otion but we aee\llled it troa 
the general nature ot hie ccamiaeicne that he vae 
a aort ot, aa it eeemed to ua, an extenaion ot the 
Preaident Within cer tain limited tielda. 

I aee. 

And conaequentlJ we have never cl eared any of hie 
apeaohea. We aaaume that he oleara them with the 
Pre aldan t. 

Vell~a 1a wha t I'• going to Yrite him •tor 
be tter or worae• unleaa JOU aak me not to, aeef 

Yeah. 

I aean - I 1a not trJ1ng to clear th1a with JCU, but 
I aean th1 a 1a purelJ peracnal, aeef 

:r ... 
In the laat paragraph I aaJ, 1 Tbe neceaaitJ t or 
tbia l etter might have been prevented 1t you bad 
olea.red JOur apeech with tba Ott1oe ot War Intoru­
tion. I am quite aure OVI would have noticed the 
deviation trom what ia now accepted ae adlllin1etra­
t i on tiecal policy. • 

Well, it we had noted that we would probably have 
aaeuaed, I imagine, that JimmJ had cleared it with 
JOU • • •• 

Yeah. 

• • • 
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D: 

HMJr: 

D: 

HMJr: 

D: 

MMJr: 

D: 

HMJr: 

D: 

MMJr: 

D: 

MMJr: 

D: 

HMJr: 

D: 

- 2 - 203 

. ... uh- becauee, at ter all, I understand that 
vi thin hie epeoial f ield, he doee deteraine all 
contl i cte or polioy and v~ euppoee that what oomee 
rrom him then ie all eettled with the a ppropriate 
departments. 

Well , )'our aeeumpt1on would be inoorreot. 

( Laughe ) Well , I don' t think we 've got any authority 
to interfere wi th hie epeeohee; ae t ar ae I oan de ter­
mine he' • reeponaible solely to the Preeident. 

Yeah. Well , aren't ve all t 

• Well, yea, ve all are but- uh ••.• . . 
Well, you don ' t objeot it I put in that paragrapht 

No , i t you vill aooept that ve - ve do not olaim any 
authority over hie remarka - ve haven ' t eo t ar at 
leae t and a a tar a a I aee, ve have no right by hie -
t er•a or hie charter to olaim them. 

Well , do you think I'd better lane it outt 

Well - uh - I don It know. ll'roa the point or YieV or 
our inter est it would probably be better it you'd 
leave it out. On the o t her hand, i t you think the 
publio intereet would r equire )'OU t o leave it 1n, by 
all 11eane do eo. 

Well the way I feel he baa - ae a ooord1na tor 1n a 
oert~in area he - be goea ahead and ll&iee a epeeoh 
oon t rary to the Pre elden t 1 a proclame tlon on the 
'rhl.rd War Loan •••• 

Yeah • 

• • • • and tallte about enr oroed aavinga .• • • 

Yeah • 

•• •• and I Juet write him a three-page letter and I 
end up b)' aa)'ing 1! be had have cleared thia with 
OWI, you tellove would have caught it. 

Well it we bad caught it, ve probably would have 
au ~ aed that he bad cleared it wi th you before that 
I ~~an, th1e ia a hypothetical ai tua ticn. 
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!OIJr: 

D: 

BMJr: 

D: 

!OIJr : 

D: 

IIMJr: 

D: 

HliJrt 

D: 

f!MJr : 

D: 

HHJr: 

D: 

HliJrt 

- 3 -

Yeab. 

However, leave it in by all meana, Henry , i t you 
want to. 

Well , I j uat thi nk that i n all tbeae talks about 
coordinating i t doean ' t aee• to me that ae tar ae 
we are oonoerned he ie doing a verr good job •• •• 

I aee. 

204 

••.. a nd he - be talk a about team pla.J a nd all the 
reet or it and then he goea ot t abeolutelr contrarr 
to wha t the Pr eaident hat laid down aa a t i ecal 
polior . He doe en 1 t ahow it - he doe en' t llhow i t to •• • 
ue. 

Yeah. Well, lea ve i t i n then. 

Wha t t 

Leave i t i n. 

I mean- I ' m not goi ng to quot e r ou , Elmer . 

lC eah. 

I 1 m no t goi ng t o eay later , 'Well , I oalled up Elmer 
Davie and he aa i d , ' Leave it in' or 'Leave it out' ' . 
I ' m no t goi ng to quote rou, teet 

Yeah. Sure. But I mean I ac tuall Y don't think under 
the terme or hi e oo,..luion, we oould olaim a ny 
a u thor i tr over hie epeeohee . 

I • •• · Well, I think under tnoae oi roumetanoee, I 
-1 t ake it ou t . 

All r ight. 

Thank JOU . 
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l.lr, George Heua August 17, 194), 

The Seoretarr 

I want to aee the moet recent tigurea i n chart rorm 

on !'edaral !xpe nditurea , Even it it • a 1o penci l , it will do , . • 

but I'd like to heve it by t hh afternoon, It I can have it -

tigurae during the nonth or Auguat on a weelcly baaia and at 

tha end or Auguat give it to ma again on a cont hly buaia, 

and then during September on a weakly basis. In othar words , 

I'd like to recei ve the thing once a week. It it is not 

clear aak me about what I want, Anywuy let me have some­

thing thh aft ernoon, - ?>z. .. ;;£4 _._.., M7-..V ~""'--fir-~ 

d..L- -

' 
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TREASURY DEPARTMENT 206 

I NTER OFFICE COMMUNICATION 

DAT& August 171 194) 

TO 

,.0 ,. llr. Thompaon 

hoapocti"B the printi"B of the Revenue t omo and your letter, 

P'rt1a1 shipments of your letter have been mode t o all of the 64 

Col1•ctor s ' offices ~• ot the close of buainese todly . Instruction• 

8S or this d•te were shipped to 25 o!(icea nnd tho ro .... 1040£5 to 

~6 o!flcea. 

The tonna ond instructions are thua holdi"i up the IMiling 

or your letter in many dist rict s rat her t han the r ever se as had 

been indic• ted would be the case! 

• . -
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AUG 17 1.943 

_.._, .... a.-ta17o 

twr 1- et apn 6 .. .,laUe _, 
•~41Uonal •rt-..S ._ -..ol_, 1a ••llalol• 
l.a · · -·l.a\..S l.MM4. 

~ t~oe .-s-.r- 1Jar rs-­
lllvl.a ioA arr""'-M .... loeial I ....... fer 
\lot allllol\I.M ., \lola-~'.,- .aJor 
sta\e l '&ira a O:.edale4 t o r Jlllll ebaorbc 1a the 
lll.aal.ad,.l vallq -· 

'Doe -~1•• wbl &b b&& &1,...1 -
•"'OIN><I•.-.4 ""J'OUiil>ow~ ~at N l l oa ia Wi•t l<ra 
ot the oplend1d aaa i at anoe thla 41ap1ay will 
relder 1:<> o"r Y.ar 3ou4 proJra• 

V•IT t rvly youro , ........... , ... ~ Gill t) a ' '· 

..... ~.,-

CIUOIIIolr 
~ 8,/12..r'1U 
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OrP'ICI Or 

0 TH& CO W,."OLLI." 0 1' TH& CUJIIRC.H CY 

August 17, 1943 

For l.!r , Bell 

FPOI~ lJr. iiclano 

u 
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210 
AllllllCAII BA!Itwt - August 171 1943 

'IRREGULARITY' 
CHARGE MAY 
AFFECT BRANCH 
BANK MOVES 
Comptroller ol CuHenc7 

WitMold• CCifllftWftl 
On Alle•atioru Relat· 
i• lo Deleat ol Anli· 
C hain M eaeure in 
Miclri•an· - - ----W..w..t-. D.C., Aug. 16.-

Newa that the Detroit Citizena 
Learue bM petitioDed the At-­
torney-General of Micbipn to 
lnv•Uratt cbarr•• that "in<>cu· 
larftlea" had occurred in eonnee­
doa with tM cMt .. t of tM anll-ebalo 
braneh 'M~na bUJ in 0... lut lqiala­
tuN, put a ,... anal• on tbe mow• of 
tht Mlch.t,.n National Bank of Lanain1 
to cet appro•al from tbt Comptroller of 
tlM Cum.nry for branclMJ In Bar City 
and Detroit •IIIIth woWd round out. h.t 

·- ol>.l«d .. .,._ • hlll7 
Bta.....W.bnA<lo~· ....... 

At tloo .... of tloo C:O.,...U.. of tM 
Qarraq U.. cuto• S. to witt.Wd a. 
aoo....-t of or ~t oa brudl 
buk • kU eMnu .,.uc:at.sou. aad 
..cooNiftllr tMre 111 no _....., UM-n. 
But h it ....._.. tro. U. iiatan of lt.. 
QU~MUon w:1i been ra1.Md Ia 0... 
troll and tn tate capital U..t a.nr 
propo..t• for t. r braoc.hn Ia M~l­
pn wiU fMI a MW hurdle. 

Tba ....... IN-' at - tl 
wnu.. r. ~ . ... -.. ot ,.. 11ao ..... ~ '-""• ........ _.... 
t» .. kl h< - of tM aatkllol• 
-~loW( __ _ 

tiM. f.U ••.,ott fll IMwl t n#Ml Baai't" 
A-'"dool, .-u ...,. .. n .. ~ 
whee foi'IMr Sreator Prnb ...,...,. 
aad .ow OPA Aclmin:l•trator. dl:l~ 
lM laterPrttAtlon of lM. •SoopMiti,._ In 
)(lthl .. n 8Utt aaw 10 u to aUow braacll 
bAnldna on a .Ut.t-Wide buLs. 

The loophole ...,. a St.te law pro.t-
11on that. a bank • lcht. operate anothtt 
bank .. 1 braMh If I\ be takm oorcr In 
an ._..,......ey or ot.Mt aitutloa ...s.r 

(c..<- .. -·> 

~ .... ,,... .,.,. I ) 

• PJif'O't'al of tile "Stat. Baatl~ Dtpert.­
- L 

'ttl!. loopMM: wu tude M.tl• of ·~ 
pla.tiOfl b7 lbe MiettJct;a Nat10MI ,... 
pt. Cor ladonal bukirlf appro•al ot 
'Nlr •ckll.te to eot~vert a chin of 
owMd lnto a brancll .. nldq 
:J:Iho .a&alt Bankioa -l>epa_rtm.t nt wu 
poaed, holding tltat the t mera t ncy 

ll.tnt Of the ttatute Wit plAin tnd. 
&.be ... ...., Pf'O•iliona ef ~lpn 

llmllll\f bu.neh ..banklnr w a 
.We or l~m~ n&~ UwW 

' 

.. _ n. )llohlaa» 

~* ~r, appr"Mof<•d~:=.;:~~~ ..... ..-u.. ....... c 
tloo ()on_,. - .. lolloo 
p a Attornet..otneral. dMphe 
Uon bt \M Scatt Banki11' Dtpert•tr~c. 
In wt.Jdl -thot M~iran Ba.n.ken AuNla· 
tlon and blr Detroit twa.nb jolntd. 
t vtr. the MJcbitr• n Natlon.• l at 
did not ttl a DetN>It offl t'<', and 
tbon ILl intention to get approval 
brane:h In Detroi t and aomc other 
hu bee.n Pltf.Dt.. 

At Lha; timC", St.nator 
Nn~r Mkh.l.pft ~otnator, 

tiMM ...... qppoM'd &be ~-:::~:~!:t' 
tt ..,...Utlee ot 0. law nkh 
ran A tto,...,..(;ftwnl aad 
8rowa t gpporwd. R«eetlfo tM 
Admtnltt:ralfll'l' bU e90ti:aued to 
addldOfttl bral'ltbn, white )lr, 
tll«tll(lt, Scna tM' F tflrU.Cn, hN 

I poat<l. 
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.lfJt '.t.tnit 1m Jm1 in the Lell'islature? 
Clo-4wO.WoL-- ~7,..,,HR .,-

AN IHD ... IIBrr ..;;:;;:;.. h REQUEST for I rrand jury lnvn tl• 
&~don of .Utted bribe·ptninc '" tb. 

.,.. .. UteHT, ~· Mtdlic•n Lcc;W.ature arriwtt in ehet'ITII.t.h of 
.L M. MM"Y, IDCJIW. tiAMAIIV' whit- -•- h ,_.,..., ..., ..,... .., n. ~ ,,.. ,_. ,._ • .,..ra w.t wtte card 11 ft.r b•dt aa t:hr« 

.._. 0111-. • w.,........ """"' Dllnlt, ......... !I.W.. llllklna \E;o. The ""dtion comq from Wll-
• ........_ ..._ .. tflll .......... tl D.-rlh. Mltlll.... r~ ...., • Alll"..,.. s. ,_,_ liam P. vett, sec-retary of the Detroit 
artaMD IY CAMfUJ •• OClJIIC:WT AlfO •1cH1~ Citinnt Leacue, tpeakinc for tix citluns 

emu NID vn.u.eca of thet body. Lovett hu submitted ••vot. 

... , ... 
• ,.· ..... . .................. 'l:::: ~ ';'tJ. 

,........,. 1IOirTHI • • • .. • • • ... .. • ,.. 1.Jt 4.11 

:r~.:::::::::::::::::: t:= :: J: 
... c-.. ...... ,..o. ,_.. ....... OIIr .,~ ..,...,_...,. .. ,_ 

-.art otr- 1M .-..ociAT(O ,..... 
fte .............................. .... - .. ............. _....._ .............. ..... .......... ..... ................. ,_......., ::-:. :::..=- • ~ ., .................... 

.....,._.. 
,., ......... o.~r ......................... ~,.,. ,., .... ~ ............................... .. 

•• ....... ... lilr ... "" ._~. ........ ......, ... ........,r,tl .. , l ... 

C MONDAY, AUGUST 16, 1943 -------'----
As We See It--­
Down to 'l'hree GalLons 

EVIDBHCB abound• •• to tho do&'" 
whk.k tbe c:i:tiu::nry mun take th• word 

Gl WubJ.actora about the neccu.ity for 
vadoul wart:iDM ~trktion&. The latttl to 
.... dDM bome ia tbt order rteSIXi•c tbt: 
ftlue of p coupons in t.bt MMtwe~t ancl 
Iouth_. fr..., four plloaa to th<oo, bop­
Iliac Konda1. It need htrdly be ,,_ 
tMt two .theta will be ndiu1 r•viaion or 
driYinc alrtady curUil<d. lllld ... 01l0ml ... 

..sod \>Urdc foe ratlooinl boardt. 
HtA, thoqh. u m other fitld" thtre lt 

-Usc for it but 10 take tbo altoratlon with 
&ood rra<•·. Wo ~ knoW where moll of 
tbt auollno It coi•&· It It bola& contumcd 
oa the battletrontl in unpr~ttd quan· 
tltia iJ1 tho work of olctoey. It It 11M lifo­
blood of mec:honiud ,..,, N..-ortby, too, 
Ia thtt 11M oeder 11lll 1aa- tho allocttd 
.,_ ill mliCII hippie< olwatloo tlws ~.'2 

0
1b tcG itatel .,._.all pleuure dri'linC 

loa&- .......s. Tho - that - be 
·-tt... bJ ehe OPA II liM "hope" thtt __ .=:.: - - . .... _.,._ "- •• .a.A 

umlnous reporu in writinr with fac.tt, fi.. 
curu and ovt.rt I C.tl of corruption to Anor· 
ney General R·uabton. •• 

The m .. aure in reapect to whk.h it ia 
cbarctd money wu paue4 waa the and· 
thain banldnJ h1n. Tbe meaaure, tponoored 
bJ Stat4 Tru.aurtt D. Halo Brab 
mcmbu of the Lqi:tbture; would 
hibittd the ttLablithmmt of any more 
bub in Mkhican. It wu a.n iuu.e in both 
11M 1941 .Jod 1943 ~= ... 

The Mrioua nature of the 
be ttreaed too t ucmcly. Tbe IAciallt""oJ 
it the cuardian of )lichifadt laws. 
l (t bone and ain~w of the Stltc'l wtll·Minc. 
It prOpoHI new IAW1 and t.nac-tt Of rtjtetl 
them. It nviaca or repeals Acta proved 
be Inequitable. It derivea lts power 
from the people. Without intecrity 
rectitude it la nothing. 

Moreo'ler, when an iuuc of aUeced 
dolnc la ralacd lt dMI not, at flrat. at 
lndJ'Iidual memben. Inferentially it chat· 
ten.cea the inttcrrity of the whole mcm.bcnhlp. 
Tbt rrand jury rcqutst is. tbudort. not 
of dee:pcst intuat to the dKtonte: it 
acute penonal conc.cm to llZ 
and StMton. The invatiption. muat 
pua.htd u n t i 1 oM of two coodusions Ia 
n.achecl-until ~ pfttn art u~. tried 
an4 punb.btd; or until the allf'cttiona art 
pro•ed to be witbo\l.t fotmdatioft.. 

Thit i.t 1ft cvtot quite different from the 
Preston inddtnt of 1941, wb~Ht Rep. Loocrl4lll 
Presto~ of Bcrrim County. told a S.ru.~n 
Harbor lW'lchton club that he h.ld Mtn 
offtrnl "a roll of billa bi& tnOillh to choU 
an ox•• for bit ¥Ott on pndlnc le&ialadon. 
Loomia liter rtcan~td. He called tM atory 

1 myth, aaJd M. ~~ad madt it up on the ap\l.t 
of the moment ud that bt did not know 
tfportcrl wert prtM:Dt when he madt bJa 
cbarc•· Inttrut tubeequtntly died. 

The new aUecttiOM an made by • rroup 
of rupon.siblt cltisma aftu lnvetticadon and 
dut conaid.uatioa of all factors. Tbty r.quire 
• J.bowdown at the earliat pONiblt moment. 
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De&r lfr. J ebftl 

•• .... u .. tei 1a rov letter of hpat 6, U'I'IJICe­

•nh han 'bea ..ae tor 1Aolailac the - of the -.au­

faoturer ua alb of praiaot fa\rleatloa 011 fatve Dailr 

Report• of Deteaae 114 Coatraota, fora lo. LL-1•. 

S1Do1r1l1 fOUI'I, 

Ills .,... a 
a , " · 

Seoretarr ot tbe Tre&llii'T 

, .. 
• 
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__ .. _ .... 223 
NACo~.wnus ot nc .ut:NY Ala ro.:rs 

( 
w.r..- Ol'J'oUITMC:HT 

_.........,..f'ON,O C.. 

Tho Ho.norable 

WAR DEPARTMENT 
HEADQUARTERS OF THE ARMY AIR FORCES 

WASHINGTON 

Auguat 17, 1943 

The Secretary of tbe Treasury 

Dear ~r. Morccnthau: 

In response to your verbal requeat, tho following brief personal 
note• aet forth n sum&ry of the labor eituatlon 1n the 8\ltfalo area: 

Sit·J&tlon 

1 . Doce:ober 1942 - "RoplacGont Scbedulaa" wore agreed upon 
dth 1/.ajor Gonornl Louis Rershey. Toeso achedulea provided for a freezing 
of key pei'SOMol and an orderly withdrawal of othor peroonnel. 

2 . June 14, 1943 - ~lr. Paul tlcllutt approved 111'9. Anna 
Rosenberg• s •Referral Plan• 1o Buffnlo. Euential.ly this plon provides 
for : 

.!· Eatabl1aluoont of priorities of ond-produota by 17ar Production Board. 

E· Aaaicnnent of priorities to plants by local committee . 

.£• American Federation of Labor apparenUy oppoaed to plon because it 
results in ..,vaont of labor to lower pay 1nduatr1ea. 

~· All u.lo eployaent 1s throu6JI the U. S . Ecaplo:f11ent Sonice. 

Under this •Referral Plan" tbe oircraft industry baa ~ priority, 
r.hicb ortactivoly results in tho hiring of no now -.lo •ployeos owr eighteen 
yoaro of ago. Tbia moana that the only oourcos of now lobor supply ere fat>&lo 
labor and persona under eighteen years of as•· 

3. Under the •Replacemont Schedule", a plan approved by General 
Hershey, tho aircraft industry agreed to hire and train auffioiont personnel 
t o take CIU'o of oubsequent "ithdrawalo for mUi tary oervico . lt i s estimated 
that thia lou for the Boll and Curti ss Companioo for tho period from July to 
December 1943 will be approximately 10,000 ocployooa . In ~ opinion, this 
cannot be uocomplished under tho existing priortti .. or tho •Referral Plan• • 

• . -
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sec')'· of Troae . - 2 - 8-17-4) 

4 . ln oddition to contemplated military ooparations, tho turnover 
tor thoso two plAnts will require approximately 12,000 now ~ployees for 
curtiss and a minimum of 8 ,000 f or Bell. 

5. Both or the so companies bavo a large nuobor or boys under eighteen 
at the proftont time; Curti ss .3 ,800 und Bell 2, 500, most of which they will loso 
upon tho r ... openin;l of the school s next month and , of course, those att&inin;l 
the age of eighteen are subject to the draft . 

6. The Burtalo area has been designated ae one of tho most critical 
lobor shortage aroaa in the country. ilbsentoeia• 1o very high in Buffal o, 
especiolly in the Bell plant, w!Uch is partl.&lly due to tho large proportion 
or f e:aalo Ollployoes in that plant. 

Action ftoguired 

1. Froozins or employeu subject to the draft for a period of at 
least sixty daya, ouch a s is now in force on tho ~oat Coast. This should be 
continued until ouch timo as the general oituation can be alleviated . 

2. Adjustment of priorities for elllplo)'l:lont, in accordance with tho 
Prooident•a policy of highest pri ority for aircraft • 

.3 . Exclusion of new contracts in tho Buffalo area, other than air-
cx-llft . 

1, . r:tthdrawal of essential businou, other than air craft, fr001 the 
Buffalo area. 

5 . Cessation of non-essential business wherever possible in the 
EW"fa.lo area. 

6 . Extontion ot care of children o.r worUng 80tb&ra end si81lar 
aeuures which rlll enabl e f0<>1lle ""plo1••• to .t&7 on tho job. 

Sincorol)' yours, 

B. E. !~EYERS 
Brig. General, U. S. A. 
Dol)l!ty As• • t . Chief of Air swr, 11. u. & D. 

224 
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Harry White 

Secretary Korgenthau 

Would you please let me have your comments 
on the attached letter from Secretary Jones to the 
President? 

.. 

r -
225 

Aug. 17, 1943 
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THil WHITil H OUS it 

WASHINGTON 

/.ur:ust. I f, , 1"1. 1. . 

FO!: YClt;tl T .• ~or.;:nTTO:I n;;r; 

PLF, .,:<;f 'U'"l:!':l FOP '~{ FTLF." . 

22S 
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THE SECRETARY OF' COMMCRCC 

·· · *;.si.itNc~o~ 
• ·II jj ,.,• ' I 

August 10, 1943 

Oeo.r llr, President: 

You_ w-ill r eca..ll tht.. t r =·•·n t.l one-d t o you 
•(.WQ• \.lac~ a.e;o that tbe O'Ut.ch ~ovurht~+ ll" t~~Mled to 
a.rrance tor a loan of f JOO,OOO,<».. , t o bo usod In 
reconatructlon ot t.beJ.r country &tter the war. 

Wben Mr. Van den Broek • •• Ln to ••• •e 
1 e••• b1a a copy of our lonn agr~~~er.t una@r •hi~b 
• • loaned t he Brltlsh Go-.~n111ent. ·42'~ ,000,000 . Mr. 
Van den Broek lat.e-r subldtted ., 11tt of coll.elf·ral 
and woulu lik~ to s.rrc.ng,. f or t he loan on t h .. sn.ce 
ienerRl tt~n~. :- w1•!· r :1'\l :.t 'lilt! !l.:tdc! t. ·1e Br1 t.l."h l~an , 
tht~ !Ht C1 trlt.y t o be Unit.eri ~tn\.t'd lnv\1:U.nentt' unt lre l;t 
nc<-uut.obltt t o us. The RFC • oulrl '1~k,. th(• lottn :Jl 3% 
iut,•~t &lt , t '• ~ ,-.. ~ .. .... , 1::-t- J:nwn Afte r t!\e war. 

I n.~ ...:r l :.tn . .; t.!'l l11 l ••tter bttHUB~ ll.r . V~tn :!en 
Brotik l'\ tivl s4"l mt> ho:? f'Xt"''' ":. t•j t J .HJc·:.u • .:f> Q."l t.t iPr nit!'! 
y\)\1 l \) ll."'rt•uw ::Pr.t : :+ . 

Tht Pr~s ~Je:lt. 
Tht White Ho~•o 

227 
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Dnn nell nnd rred s~tth 

'!'he Beorot lll' )', 

I t )'Oll agt'ee plea81 lend toda)' oop1u ot r oleaee on 

1nvae1on our reno)' to e Yery ne~ber ot Conl!1'flll, It 1<e are go i ng 

1 t , ve he'f11 to llo 1t toda;r, Let oe lmov what )'Ou t!.o, 

you, 

'lr . ~dl ur.d !!r . White talked t o 
'J, ~··cretary oboul this t oday, 
-3 ' 17 , and oll thro~ ugrerd it 
••Jld t• u baa thing to send t his 

lea;;, to (}ont;rrssrnen . 

228 
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TREASURY DEPAlll'NENT 

Vlaahington 

FOR RELEASE, MORIIING NEI'ISPAPERS, 
TuesOay, August 17, 194~ . 

Press Service 
No . 38- 10 

The Treasury and War Department& todoy made public fUrther 

Oetails concerning the special currencies omployed in the 

Sicilian operations : 

Financial and military plans are eo 
closely interrelated in modorn warfare that 
it is necessary, for reasons of mtlitary 
security, to maintain secrecy ret arding 
financial arrangements inciOent to military 
operations until tho financial as well as 
strictly military aspects of the initial 
stages of the operation have unfolded . 
However, military secrecy ceasos to exist 
regarding the financial measures effective 
for on operation when tho relative decrees 
of the military commander are issueO in the 
liberated area . AcoorOingly, the following 
information can now bo roleesed supplement­
ing the story previously made public regard­
ing the printing of Allied Military Currency 
by the Bureau of Engraving e.nO Printing. 

l&eaaures to meet the currency problems 
incident to the Sicilian operation were 
taken jointly by tho United States and 
British military authorities and insofar as 
American interests are concerned, under the 
guidance of and in consultation with the 
United States Treasury. 

A distinction is to be drawn between 
tho two kinds of currencies, namely, 
11 spearhoad11 and "occupation," employed by 
the United States forces in those mill­
tnry operations. The "spearhead" currency 
was the "yellovt see.l" dollar whio'1 is e. 
regular silver cortificnto of tha Uni ted 
States Government , the yellow aeal being 
used t o distinguish it from ordinary 
United States currency. This distinctive 

• • • 

Regraded Unclassified



• 

- 2 -

mark was adopted partly tor socuri ty rea­
sons t o permi t the isolation of the currency 
if i t f ell i nto enemy hands, partly to pre­
vent the influx into the nroa of dollar cur­
r ency olready i n the hands of tho enemy, and 
portly to facili ta t~ i ts ontry int~ the 
United Stat e s by freeing i t from present 
restri ctions on ordinary U, s . currency. 
The yel l ow seel was first uoed by the Un i t ed 
Stat es mi litary forces in Nor t h Africa and 
was ngain used as a spearhead currency in 
Sicily , 

In connection with tho usc of yellow 
seal dol l ar by the United States forces , it 
is of interest t o note that concurruntl y 
tho Sri tish forces used t he British :!illtery 
Authority pound note . Tho B. r.I .A. nt>to he 
special currency end not the rogular Bri t ish 
pound note . The same exc!.nngo rote for eon­
vt~rs1 on purposes was establ1shod in Sicily 
as in North Aft'ice between t ho B. !! .A. note 
end tho yell ow scol dolla r - ono B. Jl .JI, 
pound equals four U. S . yollov1 sonl dol l ars . 

The occupati on currency employed i s the 
Allied IUlitnry Li ra which wes deocribed in 
n provious joi nt press r olooso by tho 
Troosury nnd 'lia r neper tmonts . This currency 
is being used joint l y i n tho S1cilien oper ­
ation by t he Allied mil i tary forces to sup­
pl er~t:nt supplies of local currency vthen ar.d 
if necessary in ordvr to meet the require­
ment s or military opera t ions . FOr ob• i ous 
reasons it was desirobl o tlw t the Jilli ed 
forces should not continue t o use pound end 
dollar currencies longer then wos noccssery 
nnd shoul d move into curruncy denominated 
in terms of local units na qwickly o• the 
m1l itor·1 situation would allow . It is not 
intended nor desirad to r oplaco t hu locol 
currency with the Allied Hilitory tiro Cur­
rency unless absoluhly nucoosory from a 
m1litory standpoint, but ro t h<lr to uM tho 
Alllod tUlitnry Lire t o supple ment the sup­
ply of local currency. 

'llhon the United Sto t oe /lr:ny obtains 
l.lliod 1!111 tory Lire for uxpundi turoa i n 
Sicily for pa:t of troops , auppl 1oa end 
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other expenditures that would normally be 
charged to its appropriation, it wlll charge 
tho relevant VIer Deportment appropriation 
for tho dollar oqui valunt of such expendi­
ture . The decreed rate of exchange is 100 
l i re to the dollar. This procedure , it was 
polntod out, marks no chongo in tho custom­
ary control by the Congress over the size 
and nn ture of Army oppropria tiona . Congress 
retains its jurisdiction ovor such army 
expenditures. The British mili t ary forces 
oro following a parallel procedure with a 
decreed rate of 400 lire to the British 
pound . In all cases complete records ore 
being kept and o detailed accounting pro­
cedure has been set up 1n connection with 
the issuance and use of this currency . 
Those comple t e records will also facilitate 
tho adjustment of financial matters growing 
out of the military oporntiona of the 
Allied Fbrces in the occupied area . 

The Allied Military Lira hoe been made 
legal tender in Sicily and i s intorchongo­
nblo nt par with locol l1r~ currency . It 
wilrbe i n every respect os acceptable as a 
medium of exchange as the local· lire cur­
rency, both to the men of our fighting 
fore~ and to the local population . Insofar 
as our troops are concerned , arrangements 
have already been made so that they may 
remit ell o r any portion of their pay which 
they receive in lire to the United States 
against instant payment here in dollars. 
United States soldiers leaving the area may 
exchange lire currency held by them for dol ­
lar currency et the decreed rate of exchange. 

On the other hand , for obvious reasons, 
l"lar Department appropriations will not be 
charged for expenditures in Sicily by the 
Allied Military Government for local govern­
mental operations whether financed from 
locol taxes or revenue or through the use 
of Allied l41litary currency. Thus , for 
exonple , the Allied l1111tary Oovemmont will 
not charge J.rmy appropriations in connect ion 
with the maintenance of public schools , 
water systems, salaries of locol off1clala 
nnd the like , 
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Officials enphosized tho essential dis­
tinction between the reguler 1ssuRnce of 
currency within the Uni ted States nnd the 
1ssuon ce of a special currency by the mili­
tary authorities within an area under mili­
tnry occupation such as Si cily . 'llh1le the 
former is soverned by the Consti tution and 
the s tatutes of the United States , the 
rules governing the latter aro those of the 
law of nations as eetablished by i nterna­
tional ag reement and t he usage of the 
world . Under international law, the tlague 
Convent1o~s and the decisions of the Supreme 
Court nf the United States, the !Hlltary 
CommAnder i n areas occupied by the FOrces 
under h i s eo~d hss all the powers neceo­
sary fnr the carrying nut of governmenta l 
!Unctions. 

These powors i ncl ude the r i ght tn pro­
vi de for the currency needs nf tho area 
occupi ed . I n fact, 1t 1s a fundamental 
principl e Gf i nternational law that an 
ncoupying au t hority hns in odc:U tinn to ita 
pnwers , certain obllgo tions to tho inhabit­
ants of the t erritOf'l' under its control. 
I t must take wha t evur steps ore necessary 
to 3ecure public order. Tho latter cannot 
be maintained unless tho continued opera­
tion of l ocal trade and c~mmerce i s pt~­
toctod . This protection includes tho 
establishment and maintenance of an adequate 
and effective circulating oedium. 

The hll i ed forces must be in a position 
to meet a ve.rietv of condi ti"ns whi ch they 
mey find 1n a rea';; occupied by them. The 
enemy mi ght, for example, adopt a "scorched 
earth" pol icy wh i ch, on the monetary side , 
moy evidenc e itself in thu withdrawal or 
destruction of currency stocks and the 
resulting depletion of the c irculating 
m&d ium of exchange of tho nron . On t he 
other hand , the enemy might in i to ef fo rto 
to cau•~ maximum di f ficulti es to the 
oeoupying fnrees , flood t he sree to be 
occupied vri th lncal currency to such a 
poi nt that it becomes practi cally worth­
l uso as a sa t 1sfsctory mediUM of exchanGe ; 
nnd mey even resort to the ueo of counter­
Colt l ocal currency , 
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Fi na.nc i sl probl ems wil l vo ry in dif­
ferent ar ens freed ~y th~ force& o f the 
Un i ted Nat i ons . Al t hough the b83i o prin­
ciples underlying t he authority o f the 
Mllitary Commander r ema i n unchanged , the 
detnils of procedure mus t be odnp t od t o 
the c ircums t ances found t o exi s t in liber­
n ted 11 r eao . 

It should be noted thet in contrast 
with Axi s procedut•o , vthich i s 60V~rned by 
e policy of ex;>l oi teti'>n or of out right 
destruction ~r the existing econo .y of e 
conquered area , AlliPd lHl 1tory :·oli cy and 
proceoure is 60verned by a spirit of 11b­
oret1on and a policy c f t•ohnb1l1tat1on and 
f&1t• deel1nt:; witl . tho 11berat<~d peonles . 

-ooo-
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TREASURY DEPARTMENT 

INftlt OI'PlCit COMIIUNICAtiON 

To Secretary Morgenthau 
... ow Randolph Paul 

For your i nf ormation : 

..... 
AUG 17813 

On Thur sday, August 12, 943, there was a 

meeting held in my office with a group headed by 

Judge Pecora . This meeting had been arranged at 

the r equest of the State Department. Judge Pecora 

was accompanied by several I t alian-Americans, 

including Gene· Pope , Lui gi Antonini, Ernest Cuneo, 

and Samuel Shores . 

Judge Pecora expla ined that he and a 

number of other American citizens of I talian descent 

had decided to fo rm an organization, the purpose 

of which would be to r aise funds for the relief of 

the I talian popul ation . More par ticularly. the 

act ivities of the organization would provide a 

basis for effective propaganda among the I talian 

popul ation to t he ef fect t hat t he I tal ians i n t he 

United States are anxious to provide relief, clothing, 

food, and other necessary a rticles t o the I talian 

population ae soon as they a~e out of the war . 
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Judge Pecora sa id that he had discussed this matter 

at some length with Mr. lielles and tha t l~r . Welles 

1;as very sympathetic and had asked him to discuss the 

ma tter further wi t h Governor Lehman' s organization, 

War, and Tr easury. Pecora and his group had already 

had discussions with Mr. Sayre, Governor Lehca.n's 

assist ant, and a representative of General Hilldr ing's 

staff. Judge Pecora apparently is convinced that it 

v1oul d not be possible for any private organization to 

purchase suppli es and transport them to Italy and 

indicated that it was the purpose of his gr oup to r ai se 

funds and turn them over to the appropriate agencies 

of the Government for use . Pecora said that his 

committee was also meeting with representatives of the 

President 's War Relief Board t o obtain its permission 

to engage in the drive to ra ise funds. I t ~~s suggested 

to Judge Pecora that 0\'ll would be very inter ested in 

this matter and should be consulted . Judge Pecora 

1vill probably also f il e, in due course, a r equest that 

Internal Revenue permit his organization to advise 

contributors that contributions may be deducted f rom 

i ncome taxes . 
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TREASURY DEPAR~ENT 

I'AOCUIIIDIDn' DIVISION 

WASHINGTON 

Aueust 17, 1943 

~1.1'0RAhDUlt TO THr Sl:.CREI'ARY: 

There is submitted herewith the operating 

report of Lend-Lease purchases for t he ~eek ended -----August 17 . 

The survey of the condition of Lend-Lease 

supplies in warehouses at the l.orthv;estcrn Ports 

has been comple ted, and with minor exceptions, 

the mater ial was found to be in good, usable con­

dition . 

..... 
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LE~ll-LEASE 
'i'REASURY DEPAR'I'Jfr:NT, PRCX:~IT DIVISION 

STA1'""1'FIIT 0}' ALLOCATIONS, OSLIGATIO!iS (PURCHA.,ES) AliD 
DELIWRII!S TO FOREIGN GOVER.t,'!lEii'l'S AT U. S. PORTS 

AS OF AUGUST ll, l\143 
(In ~lllons of Dollars) 

Administrative h'i scellaneous & 
Total Russia China Expenses Undistributed 

Allocations 

Purchase Authoriza­
tions {Requisitions) 

~3874 .0 $1931.8 
(3874.0) (1931 .8) 

$2943 . 5 $1584 .0 
{2954 .8) {1574 .9) 

Requisitions Cleared $2892.8 $1556.1 
for Purchase {2897 .0) (1540.9) 

Obligat ions 
(Purchases) 

~2770 .3 ~1517 . 8 
{2763 .0) (1512.4) 

Deliveries t o Foreign $1208.3 $632 .0 
Governments at U. S. {1198.8) (U30 .9) 
Ports<> 

$1557.0 ~103 .4 
(1557.0} (103.4} 

$1202 .2 
{ 1222.9) 

$1183.0 
(1202 .5) 

$1115.5 
(1115.0) 

$344.5 
(336 .3} 

$36 .5 
(38.4) 

$36.3 
{38.3} 

!:>36 .3 
{38 .3) 

$18.5 
(18 .5) 

$10. 9 
(10.9) 

$7.1 
(7 .1) 

•Deliveries to foreign governments at U. S. Ports do not include the 
tonnage that is either in storage, "in- t ransit" storage, or in the 
port. area for which actual receipts have not been received from the 
fore1gn governments . 

$270.9 
(270 .9) 

$120.6 
(118.4 ) 

$117.4 
(115.3) 

' 93 .6 
(9o.2) 

$13.1 
(13.0) 

';ote : Fif"Ures in parentheses are those soom1 on report of Au rus t 4, 1943. 
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EXPLANATION OF DIFFERENCE. 

The reduction in Purchase Authorizations 

and Requisitions Cleared for Purchases for 

Russia is a result of cancellation and 

amrnendoents to Contracts . 

The decrease in the China Columna ia a 

result of transfers of materials in storage 

to the Vlar Department . 
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The New Zionist OrgOnization of America ._.h4 
55 WEST 42 nd STREET 

VI.ADIMIIt JAIOTIHS.ICY 
F.nd• ' 

New York, N .Y. eoao.-.t JOHN lot. PAnUSON, 
lionot•ry r,...:ct.nt 

.f.llcl&et u • l~ Colon•l MOIU.IS J , MENDELSOHN 
,,.,id~t 

lloa. J1urJ llor ... tll ... 
8eonMJ7 ot frMall17 
IUbiJII'OII, D, O, 

117 4Mr Ill' .............. 

fto &aclOM4 a4....n1-at publ18e4 b:r \U 1a \lie ·- Tori< 
'f1Mo" u4 tile "la&iJic'oa Pon• 411rl.llc \lie lut YitH ot BrUata•o 
PriM ll1111nar t o - ... --" our propoe&l \lie\ BrHaia re-
11aquia \lie-'- o..r P&len1M u4 \lou taoWteto \lie reotor­
auoa ot \lie J•l..tll -.uoa. 

•• belle .. \!lit to be a wito aa4 Jut propoe&l. Bri'-ia 1o 
obY1oua)T IIIIM;n7 1a ll.er role ot U\1.0\H 1a P&leot.U.. . Ber ooaduct 
\!~ere lau aot nlaenoe4 laer preoUco, aor laao U l&iat4 tor her \lie 
ooat14eaoe or tile S0041ill ot tile &Allclatt»4 world. 

'flao -d t&ilure ot tile Br1Ua a4&1ahuaUoa to tUltiU 
1\o ool- oblis&Uoa toorara tile Jftt 1t a oourco ot coaotut re­
prO&Oh to \lao Br1Ua ...... ot hoaor, &A4 iacreulJicl¥ totter• a 
tHllJic ot •b1U&rMA1> toorar4o tile -.,tro 0110111 tllo Jnith ...,,.,, 
llor lau tile polic:r ot "bu:rias" 1;ho Arab pol1Uci&At by oacriticlJic 
tile J ftt s&iae4 tor IJIIJenA tile sretU114o aa4 coeper&UOA ot i;ho 
Arab pooploo. 'flao:r ..-1a col4 aA4 laooUlo t onr4o Br1t&1a. 

'flao Br1Utll Coloai&l le&4oro cl&ia - rishtl:r or wroasl:r - tlld 
tile iatoreoh ot tile 11191ro preY .. t IJIIhn4 trca .. tasca.hJ..as 1;ho 
llod•• tor tile Ml<o ot tile J•• · .t.t 1;ho - tiM, 1t 1o obrtoua 
tll&t IJII1•114 dooo aot cll.er1tll tile 140& ot MltlJic 1;ho J•• her opu 
o-ao. fto w1Hot w;r out ot 1;h1o ....u,p:r 41.letoll would appear t o 
be tor Jk'Uaia to rel.iaquitll t o 1;ho III>Ue4 sutu laor llu4&to o .. r 
P&len1M. !ll1o woW.4 r14 \lie 11191ro ot aa •borru•ias t ull:, S"U'"' 
&AtHlJic t O laor &t i;ho - tiM frM \UO ot i;ho Otr&t&~iC aA4 cc.­
.. r o1&1 o-'-oaUoa liMo 1a \lao .,_Ulo ... t . 1J111&114 poft1Ue4 
,.. t o "' 19 buoo 1a llor .t.UaaUo aa4 Pao1t1o pouou 1ou1 tho e&a 
oon&ialT uut u to -.iat&ia a podUoa 1a &A iat..,..Uoaal tCOO . 

-1 .. • • aocoptuoo ot \lie ll&a4&to o•or 1;ho Jlol:r I.aa4 woul4 
a44 to ller prootic• aA4 otroJIIi;h 1a 1;ho worl4. 'fho J nt would cro•t 
ouoh aooopt&aco u \lie lleciaaiJIC ot a an ora t or \lleir otricll:oA &A4 
hOMlou people. Juropo would woloCM thh u aa uouraace \!let i;ho 
ohroaio aA4 1rr1t&t1JII J.ttll probl• wollld t1a&il:r be ool.et. 'fho 
.t.robt too woW.4 r&&lito tll&t \lie a- ot pol1Uo&l u torUoa h at 
aa o..i, ....i tll&t 1;ho1r oppooi U oa \o UOAia oaa ao lOJII&r be profit­
able. 

... • 
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!lor ohould we o•.rlook the fact that Aller1oan rule 1ll Paleat1.aa 
would br1111! tubatanUal aahr1al be.aaf1h to the UAitad Statea. Palaatl.lle 
1a 110t o.nlT o.aa of tho fooal po1Ata of world atrat1171 1t 1a alao tile 
klr to the atlll do,...,t all4 Wl4 .. elopad, ret nat u4 r1ell ractou.a of 
tba 111ddla Jut. UD4u AM:r1can Suar41anoh1p, JW1oh Paleatl..Da would 
bee ... an Olltpcet of Aller1oan pro411ota all4 1daala . It wOilld br1111! to 
Aller1ca ..... Mrkata, WMJ.th aJI4 1Afl111-""e 1Jl a l"IClOD *1ell will OOCupJ 
a OIDtnl. poa1UOA 1A the poat-war world. 

'1'1111 letter h be1111! a.ddreaaad to a Nleot 11"0~ ot Allerlca.D pllb­
l1o ladera * o are l.llterutad 1A 1Atenaat1oDal atfa.1ra, 1A Aller1ci.D 
forel.p pollor u4 1A poat ... ar Pli.DDilll!• 0\lr ala h to 4etend.aa tlla 
OODIID.IIll Of elll.J.sllte.Dad pllblio op1Jl10D CD tllh all-l.lq>Orti.Dt 111118. 
Yollr o.,_nt OA 011r aucseat1on will be al.lloeralJ appreciated, u4 we • 
uture JOil that 1t will ha,.. Ollr ""''' careful oona1daret1on. , . • 

IIJII1RR 
liDo. 
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1>1\h 1a 111 l"'lo>l1 \.<.>'/lAd' Jn ter ot ..., •" J , 1'}4), r4-
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JtUt ULut.i"''lll ''"~"" · 

• loci h M~c v-.a~ 7"" el.U: , ~ lo or r!...Jo7 
""~t.at ce '"' ".,..,,, ·.4~ ~~~~~~ b-..Jt· ~ ..,! «<~o~..~t\Ct.•• 
at~r 1. a war. ".q o,u.nl.on ~.h _, .... , "" .:.•• "'~ 
0.10••rat.ion r.J \. ·• ..ni'ted .Jo&\ i ar.a .,, \. • cq .... t r"eo ua>ei-

awd •1.1.1' - · 

oon •lkr U. [..un., .. l"'Oal OOIW\Sn .. , tnt.•nu to •t. 'Pith 
\.I•D --~· • .u·ov-t·1atM caa:t;,1t,.~g• ot \ t.e I IV'f\Ate tl!'kJ Ul• Q.J v. n 
t.Ju• • uanUA1 1 • • M tl r.l«.a.ao \0 \JA t>ubllo ""' .. n ;vlll•d 
>J. &!\ o. U1tJ t.~nt•U•• pr~~Jdal . u ar-e al.no ••--r•.ut:in& ·dl!­
f'UAII!Ilon• wl t.h varioua f,t'out-• ~! bltnkt~«"e an,t ndll.i fl.4••~•.m vt!­

t • ad In orwh'fl tr..U.. 

• 1•1• 1o .....,,.., • ..:.a. q a,.pM~daU."' .r 1 ""' • ,.~.,. ... t 
111 u,. """ta\.1¥b ~..,,,-,><11 $>T ·""""'"u"""l , .... ~.a,. o\ahiU­
.... t1on . lo>e fOI"W&r&.. W \l.l•o.uain&. U&i" \411'1\.1.\ - " rA"Opo~a.l 
tr1Ut. ,..,.. an ... ,. t.au .. n~ ... 1oc.a1 wr .. t.~to•• 

IIOMt'able •llaJ' t • • _.p, 
.1111\.ad ~~•'" G..,.w, 
4 aeh1n \...111, '). t;, . 

1nce:-ely vloN't"a, 

(8lpacl) H. Kerc-Dtlaall, J'r. 

r, 
I 

" 
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.:a'"ft Ill < ~~<0011.\"l.ee• " "'' ~ ._,... • ..,~ tor .., 
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\1> ' ... ~ .... • • f z 1\.11 IOJ )'»"w" al • 

·l.lll!Orlll,r ,. ....... . 

011r •••b t rec!•n.llr • ld.V, , 
.~ ... ~tt 'feJ-,..,.n'-&\.1¥••· 
ur.le~e\•, 1.:. t . 
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~· ~TiD: 
L'Ullll.."i! : 

Secrotar.y of State, Waahlnctoo 
AU«Uat 17, 1943 
1494 

COI~IDElfTIAL 

Tho following lo se nt on behalf of Fowlor and should be brooght 
to the attention of Roaonthal and Goldberg. 

Wtth refere nce to your le iter dated J~\y 1~ . 1943 , I have to report 
that I am convinced that we cannot expect the official rate of e~cl~n&e 
to be eba~ed to cover i nland trantportatloo charc•• or the purchase of 
etrateaic -.teriala becau.e after a frank and t r1endly conve rs ation •lth 
t bo W1nlator of Finance wh1eh occurred on the 14th of August, during the 
course or which he read the afore~entlooed letter, he stPte4 t~_at he waa 
certain that prices and costa would tauedlat•l¥ double 1! the o~f1c1a1 
rate ahould be changed to 40 to 1. 

Tho onl,y •a:~ to avoid Jlll7100nt for atrato&lc uterlals at tncr eadngl,y 
hlsher prl coa in ~ opinion lo t o purcbaae In the fUturo a t on airfield 
delivery price Ia United Statea dollara, to d.ec!do dof!nHel,y that United 
Statoa dollar coste cannot be 1ncroaaod to ~• ep poco with the 1oflat1onary 
Oh!noao dollar , to infor:o the Chinese offi c lah to tbla effect , and to 
urge thnt the Ll! nhter of FinMce make available t. suba ley to Chinese 
Oov• rn:.1ont ~ncleo handl!n~; eomoodltloa It ro4ulrod by them In or der to 
cover increas ed costa re sulting f rom inflat ion or the Chlneae dollar. My 
foregolnc conviction l o based upon Wasblneton1 a offic ial attitude that thoao 
coa t i •111 not be covered under a reciprocal Len~Lease agreec ent if and 
wheo conaumated. »urine; the paat three montha I have ur~d in all 11fi1 
conve rat.tlono with Chinese off!clala tht.t the forogoln« be cone: and I will 
con tinuo to 10 ur:e, but 1~ the objective 1a to be obtained, I believe that 
preawre auat alao be applied fro• your end. 

It we h&4 followed the auc.eation . .. contained ln the E=basa.1 1 a wtre 
of W~ 8 , 1943 , no. 670 , to tho e ffect that we aake a auppleD<ntal contract 
with the Natioftel Reaources Co~taslon to ~ a tranaporta~loa bonus or 
f roa 35; to 70¢ per pound( and wbleh would have been pt¥able at 20 to 1) , •• 
wo-~ld ban boon expected to lncreaao that bonuo Juat ao we are now boln« 
aakod to do In t he case of brlotloa so that Inflationary coots ~ be got . 
We oppoaod that auggestloa: but ao I bavo already reported to you, tungaten 
kept IDOvin&, probabl,y as t ho r esul t of a oubaidy hav! n,; been graotod. 

I •~ r ol!ablf !nforcod that tho Ui nlater of Finance on Auguat 14 
nllott od a t'\r th• r ow:> of CN 120 ,000 ,000 ao a auba!ey for the llatlonnl 
Reaouree1 Oozml etion and the Wlniatr,y of Economlca in order to meet deficits 

• . -
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caua• 4 ~ 1nrlatlonary 1ncreaaee to trantportatioo chargee and in pro­
duction cotta. 

A hl&lnrq tax of Cll 12 lo 1ncl-Jdod 1o t ho truck frol&bt rate of 
CN 35. ?0 per ton kUo:aeter eo aa to pq for the upkeep o! the hl&hwllifl at 
1oflaUoll&ry wasoe . You are 1nforud t hat tho Aeorlcan Aney h Pllifl nt; all 
theae charco• for ita eastbound tonn~, which it etat.ee will increase 
monthly to from 2 t o 3,000 tons: at 20 to 1. Conaequontly , in effect wo 
are P0¥1n& lnf'l11t1onary costs : and China lo mlll<1n& no contribution towarda 
aupply1D« tor tho war effort tho war auppl 1oo noodod in her own front llneo 
or thou m~~oter1ol$ which t he United llationo badly neod. 

iooehlnc cannot l ose if we PGV them one United Statts dollar per each 
on 20 of their 1ncreaaint inflatlonozy eoot of aatorialo and transport 
char~•• · Pooshi n& posaeaaea a ce rtnln tum on wh ich to operate and they 
are not expected to lose or to make •oney . Aa reear4a tran.port char6ea, 
thlo waa acroed to , thua oak11111 it aoro difficult under tho t e noa or that 
-cree:eat to urce a subsi~ for carco covered there in. We conferred with 
Pooohins on tho 16th o! A~at and showed tb• • a COJU ot ~ov: l etter dated 
J uly 13 which had not yet been rece hod 1IY thea. !'oooblnt J>r0!01 .. d to 
recheck the coat and if possible to ~ote a low•r tl~re tor tbi& ye~•• 
C-&riO• A• tu.rther r·egard.a transport coati. they alao prO!!!: b ad to c:onter 
with sovorn=ont o!!ic ialo althouch they were not opti~lotic of aecompllohln& 
.uch, i t anything. Although !'ooahing asreod to the reaaonablenoes of our 
viewpoint , tb8f are powerlett themealveal o do ~thing. 

Will you kindly bring t ho foresoing to Currie' s attention . 

A1'CI!Jl:lON 

... -

Cow 1 bJ a&-23-43 

• . -
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BR!TISH )J(§t SEG!!ET 
U.S, SEQRET 

OfTEL NO. an. 

In!Ol'll&tion recabed up tc 10 •·•·• 17th Alli\lat, 1943, 

1. ~ 

· On 14th U. S, Cruioor and Deatroyera boaher<led •. ILAZZO to cover 
landing operations . H,t.l, Gunboato bcmher<led tho Coaot Rod at T!Oru.IJIA . 

On 14th/15th, 2 Cruisers bombor<led SCAI&, Southeast of NAPLES. 

21 MILITARX 

2.S2 

~lr.X· to 4 p.m., 16th, Enemy .-.acuati011 continu.ea. l.'tleb ahip­
ping MESSINA STRAITS during 15th, !low coneidered figurea sivon yestsr<lay ovor­
eatl.lllate and that evening 14th, only about 15,000 Gemana had crossed to .,.in­
land, 

E1ghtb Ari!Y. Contact w1 th ontQY lest eYeni.ng 15th, when lsa<ling 
troops reported nearing SAH'I'A TERESA. Eneay COI!Dter-sttack <!uri"'- night 
repulsed, two C..,.n<loa landed • ucceaatullJo near SCAIZTTA 15thf16th. 

Seventh Am• IULAZZO occupied 15th. u.s . Troops reached rood 
junction Northeast of SPADAFORA and turno<l Southeast towar<la I..FSSINA whoso 
defences wore under Fiel<l Artillery tiro by ) a.m., 16th, tote news , U.S, 
troops have entered llESSINA 8 p.m., 16th, 

) , AIR 9PE!!&TIO.'IS 

15th/16th, IJILAN. 567 tone dropped iocluding 147 four thouaand 
pound H.E, and 205 tone of incondiariea i.n )5 cinutea, Good olear weothor all 

the way and oleo over objactivo, Fireo atill burning, Bright mooDlisht, 
good viaibillty, llarkor bocoba accurate and bocbing ueU conc•ntrcted round 
thClll. Humoroua largo fires atarto<l and aU targ6t aroo ""U aliSht by end ot 
attock, Dotoocea """cwhat atrongor end r.oro accurate . El>OII.)' f1&ht<.ra negligible 
over l.ILAH but ~ over OIWI'l'!t!:S Area vharo tvo claiaod shot dovn. 

16th. Fortreaoca dropped )64 tons on U: BC~llOrT Airfiol<l uith 
•good• roaulto, Fortroaaoa, k!aroudera, Ventures and Typhoono dropped a total 

ot 15) tone on 6 oirtiolda in llorthern I'RAN()J: , 35 Boston• made on effectiVe 
low•loval attack on DEN!IN Engineering Works uhor t eaaontiol pl4nt ""' hit !rom 

thoee operot1oruo in 9h1ch 74 Squadrons ot t1.6btors coop<.rcto<l. ) Fortroaaco, 
6 Boatona, 1 'f1phocn Baaber and 11 Fightero oro maoing. Enem1 Cosuoltioa by 

71gbtcra 19, 2, u. or) ·~ aircrott which r«eonnoitred tho I'ORTS::OOI'll 

Area, 1 Will deatroyed by Fightoro o!ld oncthor by A/ A. 

16th/17th. Aircraft Sont Out. TURIN - 154 (5 mosi1181) , 
lDtrudoro - 48 ( l JU 88 <lootroyed), Anti-ohipping - 6. TURIN r eports not yot 
oveileble , 15 onemy tighter boo&bera of \/bleb 9 C<ll!lO iclond operated over the 
TliAJI!S ESftiARI and EAST KFHT. Boabs were d ropre<l in oovero.l diotric to but no 

ooriou.a c1uoc• roportod . 

mlllli&· l3th. LilMlrotora lut c morcbcnt veuel noar .DI AhOial 

ISUN!l ond lol.'t it sinkina. 
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