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GROUP 

Present: Mr. Daniel Bell 
Kr. Herbert Gaston 
Mr. Randolph Paul 
Mr . John Sullivan 
Mr . Norman Thompson 
Mr . Fred &U th 
Ur • Roy Blough 
Mr. Edward Bernstein 
Mrs. Henrietta Klotz 

H.lt.JJt: Mr. Gaston? 

November 10, 1943 
9 :15 a .m. 

lilt. GA:>TOII: A few days ago, before you returned, 
I had a request from a man named Beal, formerly of the 
United Press. He was sent down to me by Chick. He 
wanted to do something on tnis Rolls-Royce-Merlin motor. 
He talked about a letter from Beaverbrook on that, that 
he would like to get. 

H.M.JR: I am not going to do anr more of these 
personality things . I ' d give a good fat price to get 
out of that profile business. Do you think we can? 

~. SMITH: Not at this late date. 

H • .I!. JR: You can tell him he can have one more 
session with me. It isn ' t worth the time to have a man 
sit there ana ask you one thousand personal questions. 

KR. P!UL: Is that the New Yorker business? 

H. Y.JR: Yes. 

MR. PAUL: They make you sign your lite away, too. 

MR. OOTH : Not so bad. 

MR. GASTON: Who is doing the New Yorker thing? 

H.M. JR: Hellman is, all r ight. But I am sorrr I 

l v 
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nave to do it. I won 't any more . 

MR. GASTON: Do you want to let this man Be&l pursue 
tnia thing? He wants t o tell the Rolls-Royce-Merlin 
story and some thing about your connection wi th it . He 
spoke about a letter in connection with Beaverbrook that 
I don 't know about. 

H.M. JR: It was a telegram. Packard has the whole 
story in the House organ . 

Uh. GASTON: ~at he said he wanted particularly was 
to get a copy of that cablegram. 

H.M. JR: You ask him to talk to Urs . Klotz, and she 
will talk to me. 

Uk. GASTON: I will have Beal see ~red, then. 

ll .M.JR: Yes, because I am tightening up even more 
than ever on my own stuff. 

Norman , did you get your administrat ive people together? 

MR. THO!.!PSO!f : Yes. 
H . ~ .JR: Did you have a good t alk with them? 
!.IR. Ti!OYPs::lN: Yes . 

H.M.JR: I am going to get =1 people together . To 
show you the length to which oeople will go to get infor­
mation, a group of fou r men appeared at the Glenn Martin 
fac tory with a l etter on r~te House stationery, signed by 
Daniela, asking to take them through the factory and show 
them everything ; wnich they did. Then for some reason they 
got suspicious and called up the ~bite House, and Josephus 
Daniels said he had never written anything like that . 

The Whi te House got excited 11nd looked into it . A 
couple of Donovan's men - like joininf a fra ternity - have 
to crash a factory in order to got a ob - to forge lett er­
heads and signatures and everything e so, in order to get 
into a factory . That is part of thei r t rai ning. 

lolR. BELL: Nice post-war vocation! 
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H.U. JR: It they' ll do that--! was much worried about 
Military and Navel Intelligence . 

Now, I beard yesterday--he is coming in here today-­
that Robert Sherwood bad all of my cables on his desk that 
I sent overseas. \'ih:i? 

The whole time I was in Cairo I waa shadowed by a 
~lain clothesman, Military Intelligence. Finally I said& 

Come on over here; I want to talk to you. Who are you? 
Intelligence . I said, "We might as well get acquainted. 
We might as well ai t down and have a drink." 

Good morning {indicating Mrs. Klotz) . 

:llRS. KLOTZ : Good morning. 

H.ll. JR: The t:avy people, military people, Donovan' a 
people--and then the unfriendly people. I am talking about 
being careful about all these people , tor instance , who were 
trained to get into Glenn Martin. They counterfeited White 
House stationery and asked to be taken through the ~lent . 
They got suspicious and checked it. It is just tra1ning 
they give their people in counterfeiting. 

{Indicating Mr. Thompson) I am going to get all of 
my people together and give them a little lecture, including 
the operators downstairs. I want you to do the Administra­
tive Assistants. I just told Smith to get something from 
you. 

{Indicating Mrs. Klotz) I said you wouldn't get any­
thing out of my records without coming to me first . You 
wouldn't take anybody' s word. 

If they go to that length, what will people on the 
l~tional Republican Committee do? 

l!R. 'lh<..i!PSON: ?/e have security otficers, and I will 
ask thea to be on the look- out. 

H.M.JR: To me, it is the stupidest thing about 
Donovan I ever heard of--counterfeiting White House 
stationery! I~ throws immediate doubt on anybody who 
writes on White House stationery. 
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KR. GASTON: ~be it was one of Donovan ' s men who 
was a phoney press agent for Warner Brothers here. 

H.ll. Jit: What was that? 

llR. GA5TOII: The IIUlll got away with $00,000 acting as 
a phoney press agent for Warner Brothers. 

H.M.JR: Maybe it was one of Donovan ' s men. (Laughter) 
Anyway, i t makes you atop, look and listen. 

Herbert? 

lilt. GASTON : I haven't anything else. 

MR. SMI'll:l: I have nothing. 

llR. BELL: Speaking of Donovan, we are certainly 
handing out some money to him that makes me shudder every 
time we give it to him--unaccountable and individuals and 
large sums. But he assures us i t i s all r ight . 

JJR. PAUL: We have e. record on that. 

MR. BELL: He says he bas a very accurate record. 

WR. PAUL : I mean, we have a record. It pretty well 
protects us. 

MH. B.l!:ll.: We have a record of the money we give, but 
not o£ the expenditures. 

KR. PAUL: We have a record f rom him saying there are 
military purposes involved. 

MR. Bllll: Sure--all from Donovan. But just the ume, 
when you hand an individual $500 ,000 in currency or gold 
it kind of makes you shudder. 

H.~.JR : What authorizat ion? 

MR. BKLL: Well, Donovan wrote us a letter and said 
anything of this charact er, any request of this nature that 
came over from Bigelow. 

H.W. JR: Who is that? 
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WR. B~: His main assistant. We could honor him; 
we are doing that . 

WR. GAS1'0N: It is an appropriation'/ 

KR. BgLL: It is money, I understand, allocated 
from the President's fund. Of course, the President 
doesn't have to account for it, and that is the reason 
t hey ge t it. It is not audited. 

H.U. JR: Hopkins was here for an hour and a half and 
says he can't fi nd out whet Donovan is doing. He says he 
bas tried and can' t rind out. 

KR. BEU.: He was one or the firs t , I unders tand , t o 
land ~t Salerno with the boys , and went over the top. 

!.!R. PAUL: Serving summons for people out of whom 
they were trying to get same guid pro quo . 

H.M.JR: Well, I ' d watch it, anyway. 

MR • .!'AUL: Every time we have gotten some thing from 
him, the burden is on him. They have told us why they 
wanted it. 

H.W. JR: Donovan was going down t he river with me and 
Knox two or three years ago, and asked what I was doing to 
protect m,yself. He said, "I did the investigating of the 
Democrats for the Wilson Administration, and don 't t hink 
you are not going to be i nvestigated. I hope you have got 
a good record. • I said, "I have got a good record." 
He said, "Be sure you have, because you are all goi~ to 
be investigated." WeH , I hope he has a good record. 

Frederick? • 

WR. OOTH: Nothing. 

WR. SULLIVAN: Do you want a committ ee in t he Senate 
comparable to the House Committee on International Stab­
Uar:a tion? 

H.V..JR: I don ' t know wb7 they ask me the question. 
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MR. SULLIVAN: I tried to get Barkley yesterday, 
and couldn ' t. I 'H try to get him today. It is a 
liaison committee such as Sam Rayburn appointed from 
the House. He appointed a committee or eight while 
you were away and nothing was said about the Senate, so 
I'l! get hoi<t of Barkley this morning. 

H. J.I . JR: Harry asked whether we should meet together 
or separately. I said that would be up to the Senate . 

MR. :)(JJJ.IVAN: I 'l! go ahead with Colonel Walsh 
and that joint investigation . I had a memorandum copy of 
Marshall's memorandum to you. I ' ll go ahead as we 
outlined. 

H.!:. JR: But when we go in the door, let an ~ 
officer go in the door first . Let our fellows sort of hang 
back. There'll be alcohol tax fellows , au.yway. 

MR. SULLIVAN: It is a joint operation. 

H.M. JR: But somebody has to go in tne door firs t. 
Let it be an Ar~ fellow. 

liR. SULLIVAN: What does Emily Post say? 

H.li • .m: J. man in uniform should go first. Tell our 
boys to hang back a little. I'm serious. 

MR. SULLIVAN: All right. 

H.M. JR: (Indicating Mr . Paul} Are your men getting 
any suggest ions to me? 

MR. PJ.UL: I had some yesterday, but I held them 
back when the meeting went over to Friday in order to 
revise them a little bit. 

H.M. JR: Could you get them to Smi th today? 

liR. PAUL: l.Jl1 time, now. The only reason I held 
back was for further revision, since the meeting was put 
off. Smith has had the main body since Friday or Saturday 
last week. Ali that I am doing is rehashing that. 

MR. SWITH: The big rebuttal--yes. 
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MR •. BLOUGH: I talked to Smith yesterday. What is 
t he time? 

WR. PAUL: It is Friday now. 

H.U. JR: !a soon as Smith feels he has something. 

l!R. Slfl'!'H: I thought what we would do is work up a 
framework and get together and argue it . 

H.M. JR: Let Gaston sit in on it. 

liR. 9H'ffi: All right. 

IIR. PAUL: On that Agriou!ture thing I found Roy 
had already talked wi th John, but we talked with him again. 
He agreed to go &long with this memorandum we had. I 
called Wickard and told him about it~ He was rather 
pleased not to have our opposi tion. I didn' t s~ we were giving him a.ffirmative support. 

H.!.!.JR: Jlu.t~t, roughly, is it that we ' re supporting? 

liR. PAUL: It is a tax, ver,y high rate, intended to 
be di rected against speculators who buy up l and for a 
hi gh profit. There is a lot of that going on. 

H.M. JR: I mean, what is the description of land for high profit? 

iiR. BLOUGH: Do you want me to answer? 

H.li.JR: Go ahead • 

.LIR. BLOUGH: Suppose hereafter I go into your county 
and buy a farm. It doesn't matter who I am, whether a 
farmer or a city slicker or what sort of fellow I am. 

H.M. JR: We know what you are, see? (Laughter) 

Mk. BLOUGH: I'll not go into your county, then! 
I sell that land within six years. I ' ll be subjected 

either to ~ regular incaae tax on the profit or this 
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special tax, Which would be ninety percent of the profit 
if sold within the first two years, and then by varying 
percentages down to thirty percent of the pr~fit if sold 
between the fifth and sixth years. 

MR. PAUL: It is very much !ike that provision we had 
in the 1934 Act. 

MR. GASTON: Special capi ta! gains tax. 

MR. BLOUGI: It doesn ' t affect the first sale of the 
real estate. 

H.M. JR: It's all r ight with me . I never sell any 
l and . I just buy. 

YR. PAUL: You understand we are not put t ing t hi s 
forward . Agri culture is sponsor ing it. 

H.M. Jk: I think it is a very good idea . 

MR. PAUL : It has a lot of difficulties about it , such 
as the possibility of incor noration and evasion of the 
tax. 

H.M. JR : In pri nciple it is all right. 

llR. &IU.IVA!I: In objecti ve it is all right. 

MR. PAUL: The only thing you can say about it is 
that nobody else has suggested any other remedy. 

H.M. JR: I told you in principle I was for it. 

MR. BLOUSH: I think we have guarded ourselves on our 
position. 

llR. PAUL: OYer-guarded, probably. 

H.Y.JR: None of you fellows reminded me I should do 
anything about Daughton' s eightieth birthday. Did aD1 of 
you fellows do anything--a birthday cake or anything? A 
case of liquor? 

MR. PAUL: When was his birthday? 
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ll.U • .rn: &mday or Uonday. 

MR. BELL: He said he went to his office to read 
an oi' his congratulatory messages on Sunday. 

MRS. KLOTZ : We never sent him a message? 

H. !.I. JH: No. 

MR. BeLL: Send him a belated one. 

URS. KLOTZ : Say you were out of town. 

loiR . PAUL: He is a hard old guy. 

NRS. IO.OTZ : Send him a belated gift . 

H.W. Jrt : I think I'll call him up. 

MR. PAUL : That would be better than a gift, I think. 
Call him up. 

H. !.I • .IR: Okay. 

MR. BLOUGH: I have nothing else . 

H.U. JR: How far aid I get? 

MR. BERNSTEIN: I don ' t know what is the matter with 
Harry. He was all r ight yesterday. He called you yester­
da:r afternoon to tell you about the resignation of Couve de 
lllrvlile. I am not sure that lle got you. 

H.~.JR : I read it in the papers . He was part of a 
group that were kicked out. 

MR. BhKNSfEIN: One of three Commissioners- -and some 
other people, too. 

H.M.JR: Rave you contacted the State Department to 
ask them to give me an interpretation of that ? 

NR. BERNSTEIN: We'll. find out . Two people ·11ere i n 
yesterday f r om the French National Committee and told 
White about that. 

9 

Regraded Unclassified



- 10 -

H.U . JR: No, but whom do you contact? 

lffi. BERNST.IiiN: We could find out f rom t he people 
who have the liaison with North Africa. 

H. M. JR: I ' d like an interpretation of the whole 
t hing. 

MR. BERNSTEIN: Yes, si r . 

H. M. JR: Promptly; and also who is going in as 
Yinister of Finance. 

~. BERNST~IN: Yes , sir. 

H .~.JR: That is a fUQn7 one. 

UR. PAUL: On the American end of it Currie is looking 
for men very madly now at various posts over there. 

H. M. JH: Tell him to keep out of the Treasury! 

MR. PAUL: Well, I think he had his eye on John 
Pehle, but he hadn't made any motions yet . 

H. JJ . JR: Well , he had better keep out. 

MR. GASTrn: We have a lawyer i n Foreign Funds who 
is about to be drafted- - a man named Lesser, a very good man. 

lm. PAUL : Larry Lesser. He is a very good man. 

W!. GASTON: Yaybe Currie woUld claim nim and protect 
him from the draft, or sometning. 

lm. SULLIVAN: Generous guy! We ' ve lost him, anyway. 

MR. GA:>TCN : We are going to lose him. He i s going 
to be inducted. 

H. M.Jlt: \Vell, I hope Currie will keep his hands off, 
seriously. 

MR. PAUL: He has been talking with UcCol!ester 
agein, trying to persuade him to make a move. 

10 
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H.M. JR: Tell Rarrr to cal! them when Harrr feels 
well. Tell him to call up Lauch CUrrie and sar I sar he 
should keep out of the Treasurr, if he knows what ' s good 
for him. 

Lilt. BERNSTJHN: Yes, sir. 

MR. PAUL: I can t ell him that i f you want. 

H. K.JR. I'd rather have Harry do i t, I t hink. Let 
Harry do it. If he doesn't want to do i t, I ' l l do it. 

WIS. KLOTZ: I was going to say, why don • t rou do it, 
r ourself? 

H.~. JR: I haven't enough evidence. This is all 
just talk. 

Is there anything else? 

MR. Btl!NSTEIN: No, si r. 

MR. B~LL : I nave nothing. 

I!R. Tl!O:.lPSON : I have nothing. 

11 1 
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TREASURY DEPARTMENT 

INTI:" OI'I'ICI: COMMUNICATIO N 

OATil November 10, 19~3 

Secretary Worgenthau 

lolr , Bernatein 

lolr. \Vbi te wae advised late yesterday afternoon ot the 
diamissal ot M, lolaurioe Oouve de Murville aa Uin1ster of 
Finance or the French Committee of National Liberation by 
u. Alphand and M, Ietel , representatives i n the United 
Btatee or the Committee , but was unable t o get in touch 
with you. \Ve have not rece ived any co mment s from the 
Treaaury representatives in the field ae to these develoP­
menta . 

One of the taotore in lolurv1lle 1 e d1emieeal appears to 
be that he hae been consistently out of etep With the group 
who are sympathetic to est ablishing an effect ive National 
Oo~~ttee in North Africa under the direction of General 
deGaulle and who have desired t o subordinate the French 
Army to the will of the French Civilian Government repre ­
sentatives . Though it hae been known that Murville was 
out or step with deGaulliats i n North Africa , it was not 
known here that anY action was cont ei!IJ)lated against llurv1lle 
nt t hi s time. I t would appear that your conversations wi th 
lolr . Murphy and other officials 1n Algi era l ent considerable 
aupport to the liberal e lement i n the Cosoi ttee who have 
been displeased by the refusal of the Mi ni s try of Finance to 
take effective action 8gainst the fi nancial groups who have 
collaborated with the enemy. 

Prior to March 2~, 19~3. Murville wae an i mportant 
official or the Uinistry of Finance in Vichy and was reepon­
eible for negotiations concerni ng financial and exchange 
matters with the German Armistice Commission. He reportedly 
obtained a German exit via a from France on the pretext of 
continui ng some offioial negotiations in Madrid. 

On hie arri val in Nor th Africa, be wae welcomed by both 
groupe of Frenchmen a e a man who waa parti cularly able in 
hie field and who had raa1ated the Germane in hie dut iea 
with t he Vi chy Government. The diplomatic representat i ve• 
ot the United St atea and Great Brita in in Algiera and London 
were also unqualified in the i r r ecommendat ion• ot lolurvi lle, 
both ae t o hie ab111ti el and ae to hie Allied sympa thies. 
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However, during the time 1n whioh Uurville held the post ae 
Minister ot Finance in North Atr1ca, he hae lost the sympathy 
ot other French Government Departments and baa resisted the 
aug~eatlona of Amer1oan Government ottloisle in respect to 
taking effective economio ·warf are and financial measures. 
Under his guidance, the Mini stry of Fina nce has been extremely 
rel uctant to examine the f i nancial mani pulation& of collabora­
tioniats . 

13 

Uurville ' a euoceaaor ae Mlnlater of Fi nance - Pierre Uendee­
Franoe - wae Under Secretary of State to Leon Blum 1n the Popular 
Front Cabinet 1936-37. He wae a member of the Chamber of ,. 
Deputiea and a rese rve lieutenant in the A~y at the time ot 
the t all ot France in 1940. On Uay 11 , 1941 , Uendes-France 
was oourt-martialed and sentenced to p rison tor six years t or 
deserting the Army by embarking to r Nor th Atrioa with other 
membere ot t he Chambe r in June 1940. On June 23, 1941 , he 
escaped t rom a mil i tar y hospi tal at Olermont-Fe rrand where he 
had been t ransferred att er receiving sent ence. He wae l isted 
on November 5• 1943, in a decree 1aeued by the Vichy Government, 
ae one ot the Frenchmen deor1ved ot their oitizeneh1o. 
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(1) Woul4 JOU pl .... 11114 a OOpJ Of 01 PolMII Oat 

rou p'lo out - Oo lletriJ>&PaPI abftt what I oa14 betoPe Oo 

Val' Bon4 people 111bl'4a1 to )(pa. JloJ'Inttlat 

( t ) WbatO'III' bapp 011o4 - tba' aphll414 1tat•011t 10. 

pi'IIJ)aJ'o4 tor •• tor tho 11a .. 1aa ... unr 111 •ow Yorttt I oaw 

no rotor011 .. - 1 t 1n &111 papar. !hat' 1 - o goo4 a atat .. ont 

' 0 ba'll llllll loot. r .#VA :_1. /) 
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Rober' MoOoM eU. 

'!he Seoret&J7. 

I eaw l:.eneral 0Joeen'ba1111 l u t niib' and he 11 entir tl7 

faalli a r vi th thie qu .. tton of the d h poeal of aurpl u e 

ArtAJ plante and w ol e. Be eaid he' d be nrr gl a d w dh ou .. 

it vi th :you. Be eald, boveYer, b ef ore the 'rrea 1U17 Wlte• 1 t 

on, we' d be tter look a t 1 t tvioe beoauee 1t 1s goi ng w b e a 

ter r1f1o headaoh e. i)eneral OJoeenbaue 11 Exeout1 ve 

Auhtant w Ju4Ce Pat tei'IIOD. 
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WAft DIPAR"TNDtT 

THE CHID' OF STAFF 

WA-.INOTON 

November 10, 1943. 

The Honorable, 

The Secretary of the TreaeUI')'. 

Dear Mr. Secretary: 

I bave :rour letter or llovegber 6tb 
and aa gled to know that :rou find tbe Joint 
Intelligence Co.aittee Woekl:r Suaaory of in­
terest. 

I a,. oorry that wo are UD&ble to suppl:r 1/ 
a •Wlll!l&l'J" of tbe cenoorehip of eoldiors • •il as 1 

you requested . Mr. Byron Price's Of!ice of Cen­
oorsbip prepares a weekl;r eummary of information 
collected through cenaorahip of civilian communi­
cations . Military ceneorehip, however , is oper-
ated along different linea since the Ar~ is pri­
marily concerned with the oeour1ty or ail itery in­
formation in theatera ot operation, and no need 
bas arisen for a euamary ot tho information along 
t he lines you indicated. 

FaithfUlly yours, 

, 
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M7 dear Gonor&l V&reballt 

I waat to thank JOU tor r our kin4n••• in a&klnc IUoh IUOOIIIful and offioioat &rraac ... nte for ., 
roeent trip to Atrloa &ad tbo b&ttlo front in It&lJ. 
It would pleaeo .. p&rtioularlJ lt J OU would con91J 
to tbo offloere and or•• of tbe traneport on wblob I 
traTolo4 and to tbooo who had & part in tho arranf•­
.. ate ., approoiatlon of tbolr eftlcioaor and tho r 
poreonal oourteeloo to ... 

Partioul&rlJ I want to ... tlon MaJor Bear,r t. Mr•r•1 Captain of the tlifhtJ Captain theodore J. Boeelli, tho na•lcatorJ L outeaant llaor F. Salth, 
tho oo-pllotJ Captaln John J. Pal'ller, tho tlaanee 
•c••tJ laetor Sl!f!.&Dtl llnelo• and Uortoa ana PrlTate 
Pre7d1Ul ill o t "r• pod cOIIplllioDI ana 414 
oTor,rtb{ag p111iblo to ..to the TOJICI 10 pleaaant tor ., IIIOOi&tll &D4 .,..lt. 

It W&l a trip troa .nioh I gained a great 4e&l et ulu to .. in ., work and one which I ehall line ,_...... . 

SincerolJ, 

(llpli) 11. Law*•• lr. 
Seerotar,r of the freae-r.r. 

o. .. n1 horp C • ..,.Uall 
Chief of ltatf, Vait .. Stat•• .._, 
Jar DepartMat 
laebla(ton, D.c. 

~ -~~ .. ,., ....... , t~· 

17 .... 

Regraded Unclassified



My dear General Marshall : 

I would like t o let you know that the following mel!lber s 

of the crew of the ship that flew ue to Cairo and back 

~ere ~oat efficient and expert at their jobs . They did 

e'lerythint: possible ~ake :!" feel u:afnin comortable . 

I would appreciate yow~ letting them know how much I 

appreciated it. 

hu~ 

General George C. Uarshell , 
Chief of Staff, 
United States Army, 
War Depar tment , 
Washington, D.C. 

Sincerely your s , 
.:. ... w. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATE 

J:rs . Klotz November 8, 1943 

Smith 

You asked for the names of the crew members on the plane 

t~at took us across . Here they are: 

Captain of the ship 

Navieator 

Co-Pilot 

Ct'OI'I Chief 

Radio operator 

Steward 

Finance Agent 

Ha jor Henry T. Myers 

Captain Theodore J . Boselli 

1st. Lt . Elmer Frank Smith 

!.!Aster Set . Frederi ck A. Winslow 

Master Sgt . Charles A. Horton 

Private John Preydun 

Captain John J . Farmer 

• 
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!Ira. Klotz . 

The Secretary. 

TREAS URY DEPARTMENT 

INTEit O ,.FICE COMMUNICATION 

DATR 

November g , 19~3 

I want to wrlte a letter to General Har ehall 

co~pl1ment1ng the men of my crew on the olane. Let Pred 

Smith get the naoes of all the cen on the ship and t~en 

I remember that I promised !-!&Jor Meyers, my pllot, to 

s end hlm a box of appl es. 

20 
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\ gorx 

to.n!Nr lO, 194) 

U~b o\bor &~enol .. of tho Oo eet are ,...,..._ 
lac t-.elToo for tho work t at ... t be dono 1a •-••Uoo 
wU h tbe roller u<l rolab111t&t10D of U borat o<l &re&o, it 1o 
qodto &~t 11' proapt rolll&lto &ro to IN obtalao<l tho Arrq 
will ben to &o.,..• tbe 1a1Ual 1lw-cl.. of oblpplac &ad 4111-
trlll<ltlac ... u .r ...,.plt... !hl.o will DOt ~ '"' tbe .... 1a 
tho """t that aoUvo aUJ.t&r)' operaUooo are ltlldor wq, llolt 
aloe 1a tho <JYaDt or & OoN&a ooll&p... I •Yl ... e thtt 1a 
t.bo ... t or • OoN&a ooll&pee, tho · - for tile .lrlv to 
ltlldort.lto tblo wol'lt will be &11 t h 110r o &pp&ront. 

111oet'eforo , I direot thtt 7<JU hoft tho Arrq """•rlo.lt• 
tho p1aen1ac D• OOIMJ'7 to enabl 1t to O&rT1 out tblo \ult t& 
tho ..,.. tb&t 1t obell be prop&rod t& p&rfora thlo 1'\aDoUcm, 
,..dlliC AOh tlao &o o1Y1Uaa &~IDoloo ... t be preperod t& 
oarrr ..,t tb• lMII!or ft.IICI prog1'aa or roUe!. 

l ou wq t&lto thlo l etter u ., autborlt:r to :rou 
to oall upoa &11 other &~•noioo of tho Qoy raaont f or nob 
J01ou &D4 uoiot&aoo • • 1""..., . . ... ror &11 - ttoro ot 
poUq that b&n to be dotoralaM 1a - •oUoe with tblo 
.. I'll, 7<JU will Maftlt with t ho lt&to O.p&rtoeat ! or a., 
poUUoal adYloof o.od ..,_ \b fi'Mow7 r or noll oo~o ud 
t1H&l cl1nou. .. 1"" ..., . . ... 

f o17 o1Doonl7 ,......., 

1M "rrsnhl• 
...... tu)oot ... 

... I!Uc'a ..... 

·. 
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TREASURY DEPARTMENT 

WASH INGTON 

NOV 10 1943 

_ .. OOU\. .... 

~ .. -- ... ""'~--.... -..... 

~emorandum for the Secretary: 

This memorandum relates to the present status 
of the nontax-paid l iquor traffic in its relation to 
the current l iquor shortage and the resulting black 
market in taxpaid disti l led spirits. 

Sugar rationing and other war- time restrictions 
have reduced nontax-paid l i quor traffic to its lowest 
level since repeal of national prohibition. "Mash · 
gallons" seized at i llicit distilleries--which is 
considered the best measure of the extent of the 
nontax-paid liquor traffic--decreased from 21 ,000i 000 
gallons for the fiscal ~ year 1935 to 715UU,OOU gal ons 
for the f i scal year 1938. From that time t he level of 
yearly mash seizures c~ed little until after the 
entrance of this country 1nto the war. During the 
f iscal year 1942, including six months of 'var-time 
operations, mash seizures dropped to 5,400,000 gallons. 
In the fiscal year 1943, durinc which year sugar 
rationing was 1n full effect, mash seizures were further 
reduced to l,?UO, OOO gallons (See Exhibit No . 1 · 
"Comparative Seizures and .1rrests of the Alcohol Tax 
Unit , by Supervisory Districts1 Fi scal Years 1935 to 
1943, Inclusive . ") There hss oeen no appreciable 
increase in the nontax-paid liquor trsff1c during the 
f irst three months of the fiscal year 1944 despite the 
shortage in domestic whiskies in wholesale and retail 
channels. (See Exhibit No . 2, "Comparative Statement 
of Seizures and Arrests During Tbree-Uonth Period, July, 
August, and September, 1941, 1942, and 1943.") 

The above data forcibly portray the effect of 
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Memorandum for the Secretary Pase 2. 

war-time restrictions on the nontax-paid liquor traffic 
a.nd lead the Bureau to conclude that the basic tax rate 
on distilled spirits could be further increased for 
the duration of the emergency without creating a l aw 
enforcement problem which could not be attacked 
successfully. 

While there has been no appreciable increase in 
bootlegging of nontax-paid distilled spirits, there hss 
in the pest sirly d.ays c:teve1o~ an erlensi ve bl~>ck 
market in taxpeic:t c:tomestic wh1skles, due to the fact 
that distillers- -under self-imposed rationing--have 
tupaid anc:t releasec:t for coiiBumption only about 65 per 
cent or t he quantity taxpaid a year ago . The situat1on 
is particularly bad in the monopoly states where, due 
to the inability of state store systems to suEply the 
trade racketeers have taken full advantage o. the 
situation. Black market prices range from ~lU to $3U 
a case above ceilin~ prices in dif'ferent sections of 
the country, depen<11ng on the supply. 

'l'he Bureau is now making a survey to determine 
the effect of industry-imposed rationing, and to 
determine whether the industry is partic1peting in black 
market o~rations . This survey hss included an 
examinat1on of the merchandising methods of distillers, 
and wholesale and retail liquor dealers. Investigation 
indicates that in license states wholesalers are 
supplying fully the requirements of cocktail rooms and 
bars and discriminating against the package stores, 
with the result that this type of outlet can supplf 
only a small fraction of the demtind. Dissatisfact1on 
of the public with this condition has undoubtedly 
resulted in t he wave of publicity relative to the liquor 
shortage, black market conditions, and bootlegging. In 
many arhcles the terms "black market" and "bootle~ing" 
are used synonymously without reeard to their appllca­
tion to taxpeid or nontax-paid llquor. 
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Memorandum for the Secretary. Page 3. 

While the Bureau i s not char~ed with responsi ­
bility of enforcing price oeiling Vlolations , yet 
because of t he ulti mate effect of black market 
o~erations on law enforcement generally, every effort 
Wlll be made to suppress these operat ions through 
enforcement of the applicable statutes . 

Commissioner. 

Enclosures. 
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Exhibit No. 2 

COIIPARl'l'IVI snDIIIIIIT or SIIZIJIIIS Allll ARRI9!'S DOlliBG 
1BIID-IION'II! PSRIOD, JIJLT, AUCIOST, AND S&PIJIIB&R, 1941, 1942, Allll 194) 

.!!!!: 

, Aug. 6: Sept. 1941 

Aua. a: sept . 1942 

A\18• 6: Sept . 1943 

~l•roo4 bTl 
Prooa4ura D1•1e1oo, 
Alooho1 ~ Uult, 
&lr• u at Iute.,.1 an..,,... 
Nor.aber 5, 194)• 

Stilla 
Salsacl 

2,782 

1,5)4 

1,4n 

llaab Tell1o1aa PereoAa 
(pllou) Be1ae4 AJT .. ta4 

1,454,339 1,104 5,581 

423.714 )86 2,8)5 

)89,286 293 2,558 
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llaorudua tor the S.ore\&17: 

HOV 10 1943 .. 

!hi• -.ol'l.lldua relate• to the preMD\ ektu 
of the aontu-pdd liquor traffic in i h relation to 
the 01U'1'G\ liquor ebort.ae ud the neulU118 blaolt 
urn\ iD tupe.icl clbtillecl epiri h. 

Sagar raUollillg ancl other war-tiM rutriotiue 
hue recluoecl aontu-ricl liquor traffio to it. 1owut 
lnel einoe repeal o utional prohibition. •Jialh 
gallou• nbecl at illioU clietilleriee-whioh b 
oouiderecl the beet ..uu:re of the erlent of the · 
aontu-pdcl liquor tratfio-bonuecl troa 21.,000

1
000 

gellou for the filoallear 1935 to 7 SOO,OOO 1!81 ou 
lor the fhoal ;rear 1938. Jroa that hae thl le-nl of 
,.arly aaah Hizure• obaDgecl little until otter the 
utl'l.lloe of \hie oountry Into the nr. Durill8 the 
tiloal :rear 1942, 1Daludi118 elx aonthl of war-tiM 
operatiou, aub Hisun• clroppecl to 5,400,000 gallou. 
ID \he !ileal JM1' 1943 durill8 whioh year eugar 
ratioDiM wa iD tull elteot, aub eeizure• were further 
reclutt lo 1, 700,000 gallou (Bee Ezh.ibit lo. 1 
•Coapantin S.iane 11114 Arna\1 of the Aloobol Tax 
IJD1t, by SUptni~ D1e\riote1 lieoal Year• 1935 to 
1943, hol.ui ,., •) ~n lla• IIMil ao appreciable 
iDonue 1a \he IIOiltu-uaicl liquor trattio clurill8 the 
tint tu. 1101ttlla of ~ t11Ml J'Ml' 1944 clMpite tlal 
lborbae 1a cloaleUe whilkin 1a llboleMle acl retail 
obumele, (See IDibU Jo. 2, •Co~Q~arotin Sktuct 
of S.iane OD.cl .A:rrMt• DviJII 1'2anl-loll\h Periocl, .July, 
.AIIpn, u4 Sept=be:r, 1941, 1942, ulll 1943.•) 

1'111 atlon elate tenilal.J perire7 \he otfnt ot 
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HI!Jr: 

Operator: 

HMJr: 

Opera tor: 

HY.Jr: 

Opera to r: 

HMJr: 

Robert 
Patterson : 

HMJr: 

P: 

HMJr: 

P : 

HJ.!Jr : 

P: 

f!J.!J r : 

P: 

HMJr: 

P: 

HMJr: 

P: 

33 
November 11, 19~3 
9 :16a.m. 

Hello. 

Mr. Patterson will be there in about twenty 
minutes. 

How many minutes? 

Twenty. 

Well, when he gets in I 1 d llke to talk to him. 

Right . 

Hello . 

Hello. 

Henry ta l king. 

Yes , Henry. 

Have you got a moment? 

You bet. 

How are you? 

Fine. 

Bob .... 

I saw you in the d1s tanoe after your retur n, bu t -­
I saw you in the d1stanoe after your return. 

Oh. Well, I haven't seen you a t all. 

I was coming from a meeting at Harry White ' s 
office and .... 

Oh. 

.. .• you and General Marshall were just coming out 
of your door . 
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HMJr: 

P: 

HMJr: 

P I 

H~!Jr : 

P: 

HMJr : 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P : 

HMJr: 

P: 

HMJr: 

P: 

HMJ r: 

P: 

HMJr: 

P: 

- 2 -

I s ee. Well, I' m sorry. 

About three or tour daye ago . 

Well, I'd like to throw something at you a 
little bit out of my line but lt disturbe me 
and .... 

Want me to come -- want me to come over? 

Oh .•.. 

I'd be glad to . 

Well, do you want to do that sometime? 

I'd be glad to, anytime. I can do it -­
suppose I come at 11: 00 o'clock. Is that 
all right? 

Well , McCloy and Hilld.ring are coming a t 11:00 
on AMGOT. 

Well ... . 

What? 

Well , ~nytime you eay. 

How-- what - - is 2 : 30 good or bad tor you? 

I've got to go do~~ and t alk to the Selective 
Service State ntreotors thie afternoon. 

Oh. 

It's Just a talk. I could come at 2 :00. 

Uh _.: 2: OOt 

2:00. 

Would be perfect. 

2:00. 

Yeah. 

I'll be there at 2 : 00. 

34 
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I!MJr: Fine. 

P: Thank you , Henry. 

fiMJr: Thank you. 

P: Right . Good bye. 
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November 11, 1943 

I took the attached memo up with Rober t 

Patterson, and Patterson said he is going to send 

for Sherwood and talk to him about it . 
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TREASURY DEPARTMENT 

I NTER O~~ICE COMMUN ICATION 

DAft 

To Secretary !lorgenthau 

Foo" Fred 9nith 

November 5, 1943 

Attached is the Readers Digest in question. 

You will recall that Alexander Kirk and Russell Barnes of 
(].71 Cairo both objected to printing this article in time to stop 
it . Barnes' objection was based on the fact , he said, that it 
is wholly untrue, and that its publicat ion would, without a doubt , 
undermine the morale of soldiers. 

Readers Digest complained about censorship to Jim Linen, the 
(].'II man in charge here in f/ashington. Linen overruled the 
objections. Linen is a Time, Inc . man. 

You will recall that Readers Digest deal was cooked up by 
Paul Vlest of Time , Inc . , who at that time was in O!II Cairo, and 
another man whom I understood was connected with the Special 
Service division. Russell repor t s that the latter gentleman 
recently left the Special Service division and became a top 
executive for Readers Digest. 

37 

You will also recall Barnes' report that Special Service is 
now planning to buy thousands of copies of Readers Digest out of 
Armf appropriations and distribute them free of char§e to soldiers. 
At present they are being sold at a "non-profit ra te and the 
A~ is providing shipping space for paper to Cairo . 

Please also note that copies are sold through retail book 
sellers in Egypt for P.T.4, which would indicate that the whole 
business is subsidized even for retail distribution. 

The Arabic edition at t ached was given to me in Algiers by 
c. D. Jackson of O.VI (and of Time, Inc.), who said it was "an 
~II activity" there . 

~. 
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Message rrom Robert Sherwood via hie secretary 
to E. J. FitzGerald, November 11 , 1943 - 1:57 p.m. 

"Mr. Sherwood has received serious complaints 
t'roJD 0. W. I. representsti ves in Stockhollll 
and Chungking as well as Cairo end Algiers 
against the Readers Digest . 

Articles have been published in Swedish , 
Chinese, Rrebic, and English (tor our own 
troops) slurring Russia and China end our 
own government. Indeed, in Sweden an anti­
Chinese article was published by the Readers 
Digest which bed previouely been widely 
circulated there by the German propage.nda 
JDaehine.• 
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FINANCING 

Present: Kr . Daniel Bell 
Mr. George C. Haas 
Mr. Henry c. Murphy 
lolr . Wealey Lindow 
lolr . Sydney G. Tickton 

Noveaber 11, 1943 
3:00 p .Ill. 

39 

H.K. JR: (To Kr. Tickton) I want to talk to you about 
airplane statistics. 

llR. TICK '!'ON: I was talking to War Finance. 

H.K. JR: How about tomorrow? 

MR. TICKTON: Yea, sir. 

H,W.JR: Manana, that's tanorrow. Manana Manana, that ' s 
day after tanor row! 

MR. BELL: If you aay it enough, it's next week. 

H.W. JR: ind it usually is a week, in Spain! 

Go ahead. 

llR. BELL: Welli the Federal Reserve ~eople are caning 
in here at three o'c ook, and they have qu1te a proposal 
which I don ' t think we can settle today, and which I 
think probebly the best thing to do is for you to just 
listen and say ill the end, "Well, this h the first chance 
I 've had at it, and I'll be glad to go over it with the boya 
and then maybe have another conference.• 

They want to raise the abort-term rate of three-eighth 
percent on billa. I think the Board favors tbia proposal 
to issuing nine-month, three-quarter percent Treasury billa . 

B.W. JR: Wait . They want to raise the three-eighths? 
That is an old story. 

MR. BELL: Yes. tnd the{ want to substitute for the 
one-year certificate, seven-• gbths; and for the present 
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Treasury bil ls a three-quarter percent, nine-month bill . 
And they would establish a three-quarter percent posted rate 
just like they have the three- eighths percent, with same 
addition, as Eccles explained it, as an afterthought, that 
they would have f lexibility in that posted rate from time 
to time . 

The Systam voted to change the three-months bill, three­
eighths, to a half percent; or a four-months bill at five­
eighths percent. Now, the System, I think, favors that 
achmne- -keeping t he two types of securities in the market, ,~ 

Treasury certificates and billa, but lengthening t he billa 
by month and raising the rate by quarter. They claim that 
there is too much of a spread bet~een the three-eighths 
percent rate at the low end of the curve and the two and a 
halt percent on the far end of the curve; that if they keep 
the three-eighths percent rate there ia going to be a down­
ward trend in the two and a half percent . 

H.M. JR: 'l'lhat do you mean, "a downward trend"? 
u 

MR. BELL: Less yield on long- term securities, or 
extending the securities so tha t they would have a post-war 
problem maintaining that market . ·· 

MR. HAAS: Upward trend of prices . 

WR. ~: I t is going to get too good. 

MR. BELL: Then that will increase their problem in 
the poat-war period. They woula like to keep the present 
curve with the lower end of it raised a little and naJrrc•WlllgJ 
the spread between the abort- term and the long- term. 

R.Y. JR: It doesn't make sense to me. Listen! Are 
any banks not earning 'enough money? 

KR. HA!S: They have forgotten that argument now. The7 
have a poat-war argument on tlie aame problem. 

H.».JR: Aren't the banks doing all right? 

WR. MURPHY: Even Chairman Eccles say so now. He aays 
he wouldn't like to sell this on the besia the banks aren ' t 
earning enough money. They are doing all right. 

H.lA.JR: \\'aan't that the argument a year and a halt ago? 
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KR. 'riC.II.TON: &It llr . Ransom, wbo sat next to me at 
lunch, apologized a.nd said they had ginn up that argument, 
except a scattered few. 

H.M. JR: Isn't the Federal Reserve making plenty of 
money? (Laughter ) I couldn' t do this without referring 
this to Jimmie Byrnes and Vinson on stabilization of prices. 
(Laughter) 

MR. B~: Well, that is one of our arguments. It is 
breaking the line. 

H.Y. Ja: Don't the Federal Reserves eYer learn anything? 

KR. BELL: Well , they haYe a lot of arguments. They 
never run out of arguments. 

H.M. JR: Different arguments, but the same result. 

(The Secretary left the meeti ng to take a telephone 
call) I f t hese men should come , you show them in, 
will you? 

KR. BliLL: Yes. 

:IIR. \lURPHY: You never need to run out of arguments 
when you can roll the old ones over and get practically a 
hundred percent exchan~ . 

KR. H.US: J.!ost of the argument h the same argument. 

KR. TICKT<Ji: Post-war. 

KR. HAAS: That post-war ia a little current setting of 
the thing, that is all. 

KR. BELL: I think they would have a post-war problam 
if the thing happened that they fear would happen. If you 
go up to 1965 or 1970 on a two and a half percent basis, 
you might have a post-war proble.m. 

KR. U lfOO'I: I can't see t he problem is any different 
going from one rate to most any rate. 

KR. BKLL: There'll be pressure to increase rat es after 
this war. 

41 
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MR. LINDOW: That pressure will be there whether it is 
two and a half or two and a quarter. 

I.IR. Bb.U.: That would be between two and a quarter , two 
and a half, or three, wouldn't it? 

J.IR. LINOOiV: EYen then t he change ia what is important. 
If the change that is needed at the present tUae--if there 
is any way of determining it was a half percent, it would be 
a half percent from two and a quarter to two and three 
quarters or a half percent from two and a half to three. 

ltiR. !.!1JR111Y: Except, \'les, people have gotten in the 
groove at two and a half and have become psy.chologically 
accustomed to it. It would take them another five years to 
become accustomed to two and a quarter, and you would have 
an unsettled situation. But the worst is that you might end 
the war with that further than you have now. Nothing quote 
worse unquote than that could happen. 

ltiR. BKLL: That is the way I fee! about it. I don't 
think that that ~lace out there is going to get so rich with 
gravy, I think 1t is going to stay prett,y stable , because 
everybodY has been looking for another issue of two and half 
for the last six months, It is going to stay there. 

IIR. TICKTON: They have it so closely figured among the 
insurance companies, according to Colonel D' Olier, that when 
we decided to move from December to January it made a definite 
change in hie forecast. Th.ey are figuring that the next 
drive is coming, so how can you get such a lot of graT,Y. ! 
year doesn ' t make anough difference in that rate to cause 
all that concern. 

MR. HAAS: You have got t he market separated. 
are not avai lable to bank purposes in the long run. 

Those 

J.IR. BKLL: I'd be more afraid of putting too m&DT 
securities out there in the same area with the lllaited market 
and depreaaing the market , because the people don't want all 
thei r basket out that far . They'd rather have something 
back and have it diversified. I would be more scared of that 

than I would of their fears. 

MR. MURPHY: Absolutely. 
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l!R. LINOO'I: li.Y view isn't that we ought to get the rate 
down to two and a quarter, but I don't have as much of a 
feeling on this chaneing from one given rate rather than 
from another given rate. I feel the drnamlos of the 
thing will be the main problem in the post-war period, and 
not the actual level. I grant Henr,r's point that people · 
are more accustomed to two and a half now, and if you ch&%18e 
it that adds uncertainty. 

(Secretary returns to meeting) 
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H.U. JR: I ' ll just coast along until I see all those ,. 
people coming. 

l!R. BELL: I can just tell you two things : The Federal 
Reserve System has maturing each week Treasury billa in the 
amount of &DfWhere from about two hundred million up to 
~be five hundred million. There are some weeks that 
they may have half of your offering maturing, or an amount 
equivalent to half your offering, in wh.ich you are asking-­
when you ask for tenders of b.ids on a billion dollars--only 
half of that man, in the market. People are only bidding, 
really, on about half of the bills. So the Federal has the 
other half. They haven' t been b.iddinf or exchanging, so it 
means that the market has to buy a bi lion dollars worth of 
bills when it may only want the half billion it has. 

So they have to, in ef-fect, have people put in bids and 
take them off their hands. They want to come directly to the 
Treasury and put in a bid--say a three- eights--and get the 
maturing bills that way. It the market wants an, more, of 
course they put in less bids. They have a problam which I 
think we have got to meet. The boys here feel t hat you are 
going to rt soma cr iticism from the public, that her e is 
your firs step, fl.Danoing through the central banks. 

H.ll. JR: Well, we ' ll have to think about it. Theae 
things don't have to be settled today. 

MR. BELL: They have done a nell job in the last year, 
I would say, in handling the excess reserve position, and I 
don't think that baa to be settled this week. It may have 
to be sett led, aay, within t he next week. I would suggest 
that you just listen to t hem and then say all right, 70u have 
got the st ory; you ' d like t o disouaa it with your own people, 
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and then le t the banking group take a look at it on Konday. 

H • .LI. JR: I ' ll listen. I am not going to be ruShed. 

I sent you a message this morning. You may have gotten 
it. 

MR. BELL: I don' t know what t he matter was . 

H.M.JR: You asked Heffelfinger--we won't talk about 
it here. 
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KR. BELL: Then I think the other thing that we ought ,~ 
to decide todaf is when you are going to meet these people. 

H.K. JR: (Speaking over interphone) Is Mr. Eccles here? 

KR. FITZGERALD: RifJlt, sir. 

H,II.JR: Show him in. 

MR. BELL: .Lieet them about Thursday. 

H.M. JR: 
in New York. 

I am going up thursday night to make a speech 
I hope to get a few days on the farm. 

UR. BELL: You had better meet t hem Wednesday, then, 
don't you think? 

H.K. JR: Yea, sir. 
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FINANCING 

Present: Kr. S.ll 
){r. Undow 
llr, Wurpb,y 
llr. Haas 
llr. Eccles 
llr. Rouse 
llr. Piur 
llr. Paddock 
llr. Goldenweiaer 
Kr. Sproul 
llr. Rana0111 
Mr. Evans 

November 11, 1943 
3:30 p.m. 

H.M.JR: How do you want to proceed, Mr. Bell? 
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MR. BELL: I just told the Secretary briefly, Marriner, 
what the problema are that we have presented, largely in 
your memorandum. And I thought mqbe that the beat thi.ng 
to do was for you to present your aide of the case on the 
question of abort- term rate and TOUI' roll-over of bille . 

You han alao in the picture the queatlon of providing 
exceaa reserves, but I think it will ca~e out in the 
diacuaaion. 

llR. ECCLES: Yea. I think on the replacement of our 
billa I would auggeat that illan present that problem, 
bacauae the preea releaae propoeed waa prepared b7 the New 
York Bank beeauee they, aa 70u know, have been for a long 
while favorable to a direct replac .. ent of our aaturitiea, 
and .lllan baa been opposed to thet until recently and 11 
a more recent convert. You have heard af arguaant on it. 
I thought that what he a&T have to ••1 on that because of 
hia cloeeneae to the aarket and becauee of hia problsa of 
replacement each waek devolves upon the New York Bank--
I would like him to give you the reaaona why he feels he 
ia opposed to it, if it weren't auch a neceaaitoua eituation. 
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MR. SPROUL: MT opposition to it wae because I felt 
that we wanted to give no evidence at Lnf time of an 
eagerness on the part of the central banking ayetaa to 
do direct financing of the Treaeury to aeet the deficit. 
I think we have now reached the situation where our 
holdings have becane eo large - our aaturitiea run up to 
five hundred million or ebove in a week - so we are asking 
the market now to bid for an amount of billa far beyond 
what it hae any desire for or capability of holding. In 
other words, we are asking the market each week to bid 
for billa to replace those which it holds and to bid for 
billa to replace those which we hold up to about half of 
the offering. 

We know that the market doean' t want tha t amount of 
billa and can't hold than, that they must immediately sell 
thsn to us, We know that between now and the end of the 
year we are going to have to put into the market additional 
reserve funds up to about two billion dollars or so to 
meet the increased currency circulation and the increased 
reserve requirements against deposits, eo we will have to 
replace our maturities. 

I t is a situation in which our present system of 
talking to banks and dealers in the market and asking 
thaa to be eure llld put in bide or substantial amounts 
no longer is practical, in 1111 opinion, because the amounts 
involved are eo large that «e are asking them to do 
sanething which ie beyond either their capacity to hold 
or their capacity to distribute . It is solely a con­
venience to us to run the bills through the market llld 
back to us. Therefore, I think under those circumstances 
we can make a stat .. ent to the public tel ling the public 
exact~ what we are doing and why we are doing it, which 
will disarm any honest criticism and dynamite any dishonest 
criticimn, and will enable ue to replace our maturi ties 
with you directly, 

I thlnk it is a proposal which the facta of the 
dtuation warrant 8IId will justify in the public mind, 
in the Congressional mind, and in aD7body's mind who 
mi ght raise any question about it , 
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H.M. JR: How are you going to prepare the public? 

WR. SPROUL: B.y making a public atatament ae to just 
wba t we are doing and why. We have drae up a draft of 
one which we think answers in advance the questions that 
might be raised. 

MR. ECCLES: Are you through? 

YR. SPkOUL: Yes . 

~. ECCLES: This is, it seems to me, unusual. We 
have always been replacing bonds as they matured, and 
we replaced notes;wben a new offering was made, we refunded 
what we had in our own portfolio, and more recently cer­
tificates •nen they matured. When they matured, we sub­
scribed directly, see . We didn't exchange . 
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We were permitted to subscribe to a new security 
and we did aubecribe directly only for an amount, however, 
equal to what our ma turi ties were, Which is very different 
from going and buying directly from the Treasury eeourities 
that don 't offset what we have already. In other words, we 
t han would be putting new money into the Treasury. 

We are not proposing here to do any direct fi nancing 
for the Treaeuryi which, of course, we are authorized to 
do up to fi ve bi lion . But we are not proposing to use 
any part of that authority to give to the Treasury any new 
money. All we are proposing to do here in the case of bills 
ia what we hava always done in the case of notes and bonds, 
an~ more recentl~ certificates, which meraly is a rafunding 
or a replacement or an exchange of what we have bouibt in 
the market . Th~money that is invested in these billa -
you have the money f ran the market, and then we bought the 
billa fran the market, so you didn't eall ua direct at all. 
All we want to do i e replace that . 

WR. BELL: The onl1 difference i e that we roll over 
theaa billa every week in the market . We eell them for 
cash and pay the other s off for caab . It ie not an 
exchange. Whereas the bonds and notes in more recent 
Treasury operations have bean a straight exchange. 
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~bat Marriner is saying is that he proposes, in 
effect, an exchange of Treasury billa for the new billa 
that we would offer . 

KR. ECCLES: Permitting it to eTerfbody. What we 
propose here ie--

MR. BELL: (Interposing) 
exchange, although they would 
else. For the billa they got 
mature in payment . 

It will be, in effect, an 
put in a bid like everybody 
they would use the bille the t 

MR. ECCLeS: And permit everybody alee to do l ike­
wise . You are not issuing any more billa; you heve a 
bill maturing a week. An¥ holder of billa would be per­
mitted to offer them in exchan~e for billa which were 
awarded him, see, the billa wb1ch he had maturing. In 
other words, Fed baa so man1 billa maturing; we would be 
permitted to exchange the billa that we have for any 
bills that were allotted to ue . That would be true with 
every other bidder . We would put no bid in for any billa 
in excess of our maturity. Therefore, at no time could wo 
be awarded more billa t han we have maturing. Now of 
course, tho alternative - that is tho question - when you 
get to the alternatiTo of this thing it ie very much 
worse and subject to far more criticism than this could 
pouibly be. 

H.lo!.JR: ~ita frankly, Bell walked in here at ten 
minutes of three and t ried to give me a resume of what 
you people have been talking about, I don ' t know, for a 
couple of days or weeka . 

MR. SPROUL: Or years. 

H.M. JR: Frankly, if I said I had it, you wouldn 't 
value mf opinion Torr much. I haTe to listen this afternoon 
and let it soak in and then talk about it same more . You 
people have been thinking about it, but it wasn't brought 
to mf attention until just te.n minutes of three. So be 
a little charitable with me and let it soak in a little 
bit. I will ·give it a fresh look; I promise you that. 
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MR. SPROUL: I think if we give you this statement 
and you read it at your l eisure you will get the idea. 

H.Y. JR: You have a statement? 

MR. ECCLES : It is a proposed preee release that 
explains it exact ly. 

H.M. JR: Do you have ~ name signed to it? 

WR. ECCLES: We are taking the entire responsibility 
for it. The Treasury won't release it, because it ia the 
Fed that is putting in the--

H .~.JR : (Interposing) Let me take it home and let 
it eoak in . 

MR. BELL: Have you a revised statement on the whole 
probl em? You gave me a rouih draft the other day, and you 
were to give us a revised e£atement on the rate, financing, 
and so forth . · 

MR. SPROUL: I have a statement I prepared which hae 
been discussed with the committee and not accepted or 
approved by the committee, but it expresses~ viewe. 
And to a considerable extent, I think, it expresses the 
viewa of the committee. I mean on this other thing. 

MR. ECCLES: You saw the statement that was sent over 
covering the question of the rates, and ao forth . ~here ia 
no revised statement on that, because, ae a mat ter of fact , 
I think there was no disagreement in our discussion as to 
what was said about everything that went in that statement . 

MR. BELL: I will give that to the Secretary. 

MR. ECCLES: Yea. I think the statement wae sent 
over. 

MR. SPROUL: Wy statement expreeees ~ viewe more 
clearly and adequately than the other statement doee. I 
think in general they are in agreement. 
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H.!.! . JR: \',hat is that? 

~lR. SPltOUL: Eccles has it . 

MR. ECCLES: Allan wrote a statement. The other 
statement is a stat ement t ha t was prepared for the basis 
of a discussion at the meeting yesterday. 

H.U. JR: ~hich is the one that Allan is so proud ot? 

MR. SPROUL: If i t ia gi ven to you I want to be aura 
you read it. 

MR. ECCLES : You give him the statement, Allan . 

H.lo! . JR: I will read it it it is writ ten in good type. 

{Reference C - Press Statement of November 6, 1943 
released by the Board of Governors of the Federal Reserve 
Syst em - handed to the Secretary .) 

H.M.JR: Does it say who this is by? This is by 
Sproul in person? 

MR. SPROUL: That is right, 

~. ECCLES: Well, I don't think there is any disagree­
ment at all on lllla t Allan says in hie statement. We didn ' t 
see it until yesterday. 

MR. SPROUL: I think that should be cl ear. It ia 
not a committee action . 
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MR. ECCLES: It doesn' t mean that i t ia in any di e­
agreement. Ia this also Sproul ' a, "System Bill" {Referenoe B)? 

MR. RANSOM: That ia another one. 

MR. ECCLES: That is the background for the statement 
that we have just made tor t he preaa releaee . 

H.M.JR: I see where I am not going to be able to 
read the Saturday Evening Poet thia week with the Rex 
Stout ato • 
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All right, does anybody else have any documents? 

MR. ECCLES: Give the Secretary the statement I sent 
over the other day, D&n (Reference A). 

YR. BELL: No, I didn't, because that was a rough 
draft. 

MR. ECCLES : I say you can . 

MR. BELL: All ri~t . ~hy don't you go to point 
number two on rates? f think he baa this problem. 

H.M. JR: That all bas to do with the exchanging of 
the bills. 

YR. SPROUL: One is; the second is on the rates . 
(Reference D - Credit Policy and Treasury Financing of 
November 9 handed to the Secretary. ) 

MR. ECCLES: We~, the change is in the method of 
acquiring by a direct replacement of our maturities, 
that is all . That is what t hat press release is . 

Well, we have been discussing the question of the 
short rate . I think we have felt for some little time that 
the spread between the snor t and the long rate was too 
great and couldn' t be maintained. The three-eighths bill 
rate is an anchor to the snort rate, and it tenas, we think, 
or i t is likely to tend to pull down the long rate . The 
long rate is, of course, the important rate, because the 
two and one-half per cent rat e and the two percent rate 
which are established have got to be maintained. 

It isn't eo difficult during a war period to meet 
the rate problem, but what is done dur ing this period will 
have an important effect upon the whole rate picture of the 
post-war refunding, which is of the greatest importance. 
Anything that tands to pull down the long rate willaake 
the refunding Job that auch more difficult. 

H.K. JR: You are talking about when they meture? 
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MR. ECCLES:' That is r ight . You have a lot of re­
funding of short paper. You may have a lot of redempt ions 
of savings bonds and other things, and you want to put out 
as much two or two and a half percent paper as possible. 
You will have al l that refunding to do, and I think it ia 
important that those rates don't go down . That is much 
more important than not having the short rate go up. I f 
the abort ra te is tending to pull down ' the long rate, which 
we feel certain at the moment it isn't, but it was the case 
after the April drive, because the two percent bond went 
to a substantial premium, and even the two and a half 's 
went to same premium, and there was a lot of free-riding 
and it became neceaaary to lncrease the maturity of the 
two percent bond f rom a seven to nine year to an eight to 
t en year, i f you will recall , because the bond had gone up 
and the rate down. Now, that establishes a new floor . It 
would be unfortunate i f that trend continued, because you 
may find--

H.M.JR: (Interposing) Unfortunate for wham? 

MR. ECCLES: I think for the Treasury in its refunding 
operations. And it would be unfortunate, I think, f rom the 
standpoint of holding the market. Naturally, the higher 
the price of the bond and the lower the rate the more 
difficulty you may have in holding and atabiiizing the 
market when the war is over. 

The market has a l ot of room to sagt and, of course, 
it seems to me that it can' t be permitted to sag froa 
wherever a rate is established. You can' t have the l ast 
iaaue of your aecuriti es fo through par. So I feel that 
to have an increaae in pr ce and a decrease in rate, which 
the abort- term rate tends to create, is a situation that 
ahould be avoided, 

HJ(.JR: How are the bank earnings now? 
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MR. ECCLES: Well, the big banks are doing exceptlonall1 
well, 

H.M.JR: I don't get a stile out of an1body. 
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KR. ECCLES : Same of the analler banks are not doing 
anrth.ing. The aTerage earnings of the banks are somewhere 
between aix and aeTen percent according to Crowle7' a 
repor t . Jn aTerage of between aix and aeTen percent for 
a snall bank ia certainl7 not enougb to enable it to 
build up reaerTea to meet much of a loaa in an7 deflation 
period. I would aa7 that the earnings of the small banks 
at the present time are certainl7 not exceaaiTe. The 
capital ratios are ver7 bad. 
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MR. SPROUL: I don ' t think 70u should take the ~' 
Secretar7 so seriously on that. I don ' t think r ou should 
be so serioue about the earnings of the banks . 

HJ,l. JR : I didn't get a smile out of an7boey. I waa 
just going back to the earlier argument for increasing the 
three-eigbtba rate. Allan got me. 

KR. ECCLES: I aee. Well, we didn ' t argue the 
increasing of the ra t e to help the earning. We argue 
that whether it is three-eigbtba or a half t he earning 
aspect would be negligible. We argued for the increase 
in the rate to get a wider distritiUtion of billa. What 
we contended was that the three- eighths rate would not 
induce a wide distribution of billa outside of the mone7 
markets. That waa reall7 what our argument was about on 
rates when we talked about a half; it was to help the 
distr ibution of billa . 

H.M. JR: Marriner, haTe rou gentlemen got same 
aemoranda on this thing? 

KR. ECCLES: Yea. 

MR. BELL: I hue a memorandum from llarriner which I 
thought waa a rough draft; but it he is satisfied with it 
now, I will turn {bat oTer to 70u. (Mr. Bell banded 
Reference A to the Secretar7.) 

KR. ECCLES: Yea. 

H.Y.JR: I would like to study that. 
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MR. BELL: I might briefly tell you just what their 
proposal is . They have two proposals, one f r om the Board 
and one fran the System . Am I . right? 

MR. SPROUL: Tbe Federal Open Market Cocmittee con­
sidered botn of them and passed them up as alternative 
proposals, same preferring one, and same the other. 

H.M. JR: Do you mean the Open Market ~ommittee ~hen 
you say the System is opposed t o it? 

MR. ECCLES: The full committee . That is all of 
the Board and the presidents combined. 

H.U.JR: But there is another . ~ha t is thi s, the 
executive c~ittee? 

UR. ECCLES: Yes, the executive commit t ee of five , 
and there i s a full committee of five . 

H.M.JR: Are there two memoranda, one from the full 
System? 

MR. ECCLF:S: It is all fran the full . It is an 
expression of the meeting of the fu l l committee that they 
autnorized the executive committee to prepare a memorandum 
in line with tne memorandum we have prepared of the 
expression of the views of the full commit t ee . 

MR. RA )IS<ll : 'l'bey suggest ed two possibl e methods 
for arriving at approximately the same conclusion. 

H.M. JR: I see . 

~R . SPROUL: I would put i t in a general approach 
this way, that almost t wo years ago now we estaolished 
a pattern of rates when t•esene funds were very large 
and wnen demands were nry mucn leaa than they ere now 
end confidence in the long- t erm rate was low. iod we main­
tained those rates rigbt through wi th minor fluctuations . 

We are now in a posi tion where the amount of exceea 
funds is greatly reduced in line ~1th a very definite pol icy 
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of yours and ours that the pressure on banks to participate 
in the financing should be reduced. We wan t them to do 
as little financing through the banks as possible where 
the d«nand has greatly increased, and where the confidence 
in the longer te~ rate has greatly increased. So we have 
a greatly changed situation f ran two years ago. 

To maintain the present structure of rates much longer 
would require that we recreate the conditions in .Cich the 
banks would be under pressure to buy Government securities ; 
to use the reserve funds made available to them would run 
counter to the policy of keeping the banks out of the 
financing. I f we do not do that , then we· are faced with 
an impossible eituet ion of maintaining the present ra t e 
st ructure; either the short rates must go up or the long 
rates must go down. And we think it is preferable both 
for t he prese.nt situation and f or the post-war readjustment 
refunding period to have the short rates go up. 

H.M. JR: I would like to ask you two quest ions . In 
this recent move - I haven' t watched it recently - the 
stock market baa gone down. They think the war is a short 
v.ar. Has there been any corresponding move in long- term 
bonds? 

MR. SPROUL: The Government bond market nas shown 
some. There has been sane decline, but we are holding the 
line on long- term Government bonds. There is no real 
weeknees there. 

MR. ECCLES : But you have tnis factor that ae discussed 
this morning, aside fran the feeling tha t the aar will soon 
be over, that in the April drive there was sane free- riders. 
They found that i t was very profitable for them to buy a 
two-percent bond and the two and a half ' s, not to hold, 
but to sell. The market wen t up, if 1ou will recall, 
better than a point very short11 after the sale, and so 
they made very substantial profits by the free-ride. 

So when the drive in September commenced, there was 
an inoreasing number of free- riders ; that is, speculators 
in the market. There were a large number of two-percent 
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bonds in particular, and some certificates that were bought 
wi thout any idea whatever of holding them. So the sale of 
nineteen billion - a substantial part of that - at least 
a couple of billion, I would say - reflected the purchase 
by people who thought the;y could sel.L them again and make 
that profit , NCJI , you do have a certain amount of that 
pressure . They still hold sane of those securities . The 
market hasn ' t absorbed them all yet , and that, I think, 
has more of an affect possibly on the market than any talk 
of peace, '!'hose are, of course, gradually being absorbed, 

H.M. JR: Could I ask Doctor Goldenweiser a question? 
This may seem a sill~ question, but could you give in just 
a short summary why 1n l~orld v.ar I they had to constantly 
keep financing at increased rates and at this time money 
has become cheaper and cheaper? What are the differences 
between the money market of ~orld Y.ar I and World br II? 
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MR. GOLDENWEISER: Well, I nave to get my thoughts 
together for a seoond, but I should think that tne pr!Bcipal 
difference is that we had no open market operations a~ 
no excess reserves, and no habit of saving had been developed, 
So the whole war was financed on borrowing by the people 
f rom the banks, and b;y the banks from the Federal Reserve. 
They said the Federal Reserves were not exceedingly high 
either. The concept of liquidity and the concept of 
orthodoxy in the sense of not interfering witn the market 
in any way - all those tnings together resulted in having 
the rate go up in the market as the demand for funds 
increased, It was increasing rapidly, and the rates 
differed, And the Treasury, not being willing to resort 
to any drastic methods had no altern·ative but to meet the 
market, That, I think, is the principal difference . 
1\hereas in this war we started w1 th a very large amount of 
excess reserves to begin with , In the second placei with 
no particular respect for reserve positions ana wil ingneea 
to support the market to the exten t i t was necessary to 
finance it, if it was later decided to finance it, I 
thinK that is the nifference . 

There is one other observation I would like to make, 
and that is that the last war was financed, in spite ot what 
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I said, at somewhat below what were then market rates, 
and criticisms of the Treasury and of the federal Reserve 
were very rampant then at the fact that the market was 
being pressed down . It sounds terribly high now; it 
was four and a half, five, rive and a half, but criticisms 
11ere very cc:mnon at the time, as maD,Y of' the people present 
may rwnember . It was an artificially low rate, at that; 
but if you v1ant to put it in one sentence, the reason wny 
we don ' t have tne rate progressively increasing is that 
the Treasury and the Federal heserve decided not to let 
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it happen. .,. 

MR. ECCLh~ : You have an open market operati on now, 
and you didn't have one then. You didn' t have an Open 
Karket Committee. The only contr ol at all was the discount 
rate tha t the Federal Reserve f ixed; and if tney fixed the 
two percent or two and a half per cent or three and a half 
percent discount rate - I don ' t remember what it was - that 
meant that a bank in order to get reserves had to go to 
the Federal Reserve and borrow on three and a half to get 
its reserves . Today it pays notning. We creat e reserves 
for i t through an open market. Then it had to borrow and 
pay a three and a half percent rate to get reserves. 

Naturally the Treasury had to pay enough more than 
the three and a half to make it prof itable for the bank 
or the individual to buy the bond. 

MR. BELL: One reason for your short- term rates being 
high is your long- ter.n ra tes, your discount rate, and you 
bad to borrow at that rate. 

MR. SPHOUL: We didn't know as much then about managing 
the market and didn't have the machinery for managing the 
market. 

MR. ECCLES: The ce.ntral banking mechanisms dido' t 
function . 

YR. RANSOW: It is summed up in one word, Mr. Secretary, 
"lllanagement." 
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MR. HAAS: There • as a group in the Treasury that 
felt it could be done very similarly to the way it is 
being done today, but they lost out in the debate. It was 
felt that as you went out to get more and more money the 
only way to get it is - you buy potatoes, and the more 
you buy the scarcer the market, and the more you pay. It 
was the same in the Treasury. 

MR. ECCLES : We agreed with you two years aj:O when you 
started the War Finance that the war had to be f1 nanced 
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not on increasing rates; we were against it as you were lind ,. 
felt that the only way to co the financing was on a stabilized 

long- term market, 

Now, so far as the bill rate is concerned, that isn't 
a ques tion of financing the war. That occupies quite another 
position than your notes and your bonds do, and we felt 
at the time you fixed the bill rate at three- eighths - it 
was when there were large excess reserves and i t was a much 
higher rate at that t ime than it is today. We fel t then 
that it ~ossibly should have been a half of one percen t 
rate . We have held it at three-eighths, bu t in holding it 
at three-eighths the market has gone around the bill . 
They just don't buy the bills . The bills are meaningless 
insofar as holding the rate is concerned. 

r~ . RANS~: ~e have felt that that short rate under 
the existing conditionsshould be increased, that tne spread 
between the seven-eighths percent cert ii'icate and the 
three- eighths percent bill is, of course, too great . 
lmmedi ately when a certificate is issued it goes right to 
a premium and sells at about three-quarters rete, and the 
market does not differentiat e between a ninety-day piece 
of paper at three- eighths and a one-year piece of paper at 
seven eighths, certainly to the extent that the established 
rates ~ould indicate. 

R.M. JR: Yarriner, I wish you people would let me 
study tnie a little bit and try to catch up ~ith you; I 
don't know as I ever can. I have the points you have in 
mind. If you have any doubts, or whatever I have we can 
talk it over again with people here . Are we trying to 
meet a date on tbie thing? 
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1!R. BELL: No, not neceeearlly . 

MR. ECCLES: Well, I think you have to meet a date 
pretty quickl y on the replacement of our ma turing bil ls . 
I think we are r ight square up against a snag right now. 
I don ' t think you have any--

lJR. ROUSE: Next week we have four hundred ana si xty­
six mill i on ma turing, and tne followi ng two weeks each 
run around five hundred and a quarter . 

H.U. JR: Can I have a week, or is this a metter of 
days? 

UR. ECCLES: I ftould l i ke t o see us get at l east the 
replacement matter settled it we coul d next week. 

H.M. JR: That is the most pressing? 

h~ . ROUSE: That really is very pr essing. 

MR. ECCLES: So far as the rates are concerned that 
1 sn' t pr essing. 

H.M. JR: Do you know about going up on the Hill and 
talking to same of the people up there? 

l~ . ECCLtS : Personally I aon ' t tnink it is necessary. 
But you can read that msnorandum

1 
and tnen I would like to 

talk to you about it again; and 1! you !'eel tbat it is 
necessary, I certainly have no objection to i t . But I 
don't feel that it is necessary at ail. I tnink that what 
we are proposing is canpletely and fully wi thi n the law, 
and that the statement would frankly and fully explain it . 
If we didn 't make a statement explaining it, as we do, and 
if 1 t v.een' t avai lable to otner hol der s of bills - i f we 
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were ourselves getting some special direct purchase privilege 
and we didn ' t explain i t, then I think you would get a lot 
of di scussi on, a lot of rumors in the market , and a lot of 
critici sm because there was no understanding of i t - a 
lot of ~i sunderstanding. 
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H.M. JR: The replacament thing is bothering you the 
most? 

rR. SPROUL: That is the mos t immediate thing. The 
risk you run there is that sane week ~e won 't have arran~ed 
for enough bids aa we thought we arranged for . They wonTt 
came in and .you f ind you haven't a billion dollars of bide 
or a billion dollars of issue; and then without preparation 
we will have to r•ig up sane scheme for our taking some 
direct. 

MR. BELL: You will have to put in a bid in that 
case , 

rR. ECCLES: That wi ll be direct. That will be part 
of the five billion autnority ~nich we go t . 

~rt . SPROl~ : After the hour for bidding and without 
prepare ti on of' the market or anything else - 1 think that 
would he a bad situation to get ourselves int o. 

H.!J. JR: Of course it would . 

Gentlemen, let me think this thing over a l i tt le bit . 
If that one is pressing I probabl y can gi ve you an ~~swer 
within a reasonable time. 

!ffi . GOLDENWEISER: t:ay I leave two t houghts in your 
mind? One is that in my opinion those proposals ot the 
Federal Reserve for ra1sing the short ter.n rate would not 
increase t he cost of financiPg to the Treasury, because I 
think that there will be more financin g at short rates and 
less at long rates with a consequence that your average 
will not go up. Any securi ty that you issue at less than 
two percent reduces your average cost, and so I think that 
your net result of this will not be an increase i n the coat 
of financing tor the Treasury. 

The second thougnt is that insofar as increasing the 
snort rate would increase the earnings of the Federal 
Reserve System, there isn't anyone in the Federal Reserve 
System who ie interested in those earnings , and some plan • 
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any number of plans that we have - can be devised so that 
any increase in the Federal Reserve earnings can in one 
lfay or another be rsi tted to the Treasury, 

H.l!.JR: I would be glad if you would remit it in the 
form of paying for banquets for these various meetings, 

MR. SPROUL: Sales organizations? 

H.M.JR: Yss, if you are going to t ake that, I might 
really get interested. {Laught er) 

MR. SPHOUL: We might be able t o do that , 

H .~ . JR : After al l, if you get tnia tning really down 
to a practical baais- -

MR. BELL: Taka some oi the heat oif, 

H.M. JR: Why sure, pay for some of the posters or 
somet hing like that . Then we miRht real ly get interested, 
but you people live in such rarefied air over there--

MR. ECCLES: You are not t alking about the Board, 
are you? The Board never did pay for that , All we do is 
draw on the banks for our own operation . 

!JR. BELL: Vie had a good lunch today. 

H.M. JR: I won' t stall on this replacement thi ng. 
I wi ll study it very hard. If I don ' t understand it, 
or I want more information, we will get together again , 
How is that? 

HR. ECCLES : That is all right , 

H.U. JR: Well, thank you all very much. 

liR. BELL: Do you want to meet these gentlecen sometime 
about the drive, the securities? 

H.M. JR : Let ' s do one thing at a time, 
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MR. ECCLES : I tolu Dan that although we had no 
responsibility for the ~ar Loan Committees to direct 
dis tri bution of securities, yet we couldn' t help but be 
tremendously int erested i n the whole thing because of 
ita relationship to the whol e open market operation, and 
likewise to a refunding operation that is coming here 
·afterwards, because whatever is done through the drive, 
of course, doesn't directly affect--

H.M.JR: GentleMen, I made it very clear that I 
W8nt your assistance and cooperation , I would l ike to 
consult you on that very much. 

llR. BELL: I thought you would. 

H.Y.JR: If you will stay behind a minute, Dan, we 
will look over the calendar and see how we stand • 
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SYSfDI jill I REPUCfl!Fl/IS 

!t i s estimated that betwe«> now and tho end of the cal«~dar year 
~ho ~yate01 will r.etd t o supply about $2 billion of r eserve funds t o a:.»btlr 
b41\ka to otfset on increa•e i n requir ed r eserves 1111d an increase in 111:>ney 
in circulation. I n this situat~on, tho Syst~ will undoubtedly roplnce all 
ot' its tMturing bills by """ issuos. The r'edoral Open llarkct Cor.:o:littec 
fooln strongly, thorefot•e, that 't.he Federal Rooervc Bonks should oo permit­
t ed t o place " tender witll the Treaaury e&ch week at whatev!lr buying rot e 
for bi U• is est ablished in en ar.10unt not exceeding t iH amount of bills 
that oiiDturo ln both tho Open llarkot Account ond tho option accounts of the 
Individual Reserve Bonks ond t hat the Tr<~asury should give t o the SystCI!I 
tho privllece of exchanging maturing billc f or wh .. tevor onoount of nc-.1 billa 
are ~llotted to it , adjusting the discount 1n ca$h. 

Wo hove shored the Treasury's conccm about the danger s of c r eat­
l.nCJ tho l..c;>ressi on t hat t he TreiU!W"Y i t rosortin& to di,..,ct. borro>ring at th• 
con~rlll btonl<s t o fin~>nce the deficit. Our pre.....-.t siLu~tlon, h.:>1f<\•ct·, is 
one in which tho method used t o nvoid c r ooting this I.Jai>rosoicn is becoming 
100rc likely than not to br in& ccncurc or. tho Trtn3ury utd the Syst<lll, where­
"' o chont:" tn n>ethod has th" eenctlon or t h" procoduro G.lready folloiNd in 
plu:i~ subscriptions for maturing i oouoo of c~rtificnt~• of intiebtcdncos , 
and can bo cl .. :.rly and adequately explained to the public . 

A 3Uf(~cut .. 1d draft. oi' e. st.o.toment to the pro:;3, v1hich enJwor~ i n 
advonco t ho quo otions which ll'J.ght toe 03kod, Md ~~>Jato the criticisme which 
ot h<lrvr1.ou might be = <le, followo: 

' 
Draft of Pr ope Stot.rncnt 

Thv Truasury Depnrtoent t hi s waok r eviood its Trensury bW offer­
ing circular so ns t o permit bidder• for Treosury bill• to obt11i.~ now Treas­
ury bU.h by tho exchango of an equivt.lont 3100unt or mnturing bi lls to t ho 
extent that their tenders are accept ed. Concurrently t ioa ~·edoraJ. Open llar­
~ot Coa>itteo aut horized the federal Rose.rve Bmks t o plu:c 1<oekly tendur s 
for billa at n price cpproxi.catoly oqul vat..-.t t o a yield of J/ C or 1$ por 
r.nm .. (99 . 905 for 91 day billa), tn an amount not. exee..aing the Sl:>)UIIt or 
~h<llr weekly ....turiti cs. The Federal Rcscrvo I!Mk• will NC .. ive t he 5.11110 

ptretn~llf!C ollot ...,nt of bills as w1U o~hor bi dd.:r= :~t the s<.me 9rice. /,c­
qW.sit iona of billo by the Federal Reserve B<.nl:e , in t his L'IMllCr, .,.ill rcp­
r oeo:nt t he ruplr.cemeot of bills originally purclk'5od in t ho mnrket •.nd , U ko 
othur cxchan(ios or matur ing securi~ios tor n"" eec~tr"ltios , will not b. sub-· 
ject t o t he limltl\tion contained ln subs ectl.on (b) of Section 14 of the 
f'ed~ral nosurvo Act ( Vlhich limits t o $5 billion tho ng,Jr ug.,t e omunt of gov­
on~m•nt s•o~tri~ioa ncqui red directly from tho Uui tod St~too which con be held 
ot My ouo tio~e by the twelve Fed<;r a.l Reso~vo llonks ). 

No new credit will be mode available t o ~ho Tre&cury by tho Federal 
Reaorvo Bankt', aa 3. result of this chM.ae in procedurt.. , nor will now reserve 
fw>ds he placed at the disposvl oJ" t he banks of the country. Res<>rtes which 
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nove lllrocd¥ bem ~rovided t o support a rtoing currency circulation and 
r ldll.l! m...t>er bM'- deposits rlll mer•.ly be IDAillt alned . 

Thuse related act lnna were tckm t o r elieve a oituntion which 
hes becol1le 11lOChani cally moru difficult , no weukl)' roaturities of billa held 
by tho Fodor ol Reserve Banks have lncruosed i n rccunt months , until at 
times they nro equal to half or ntoro of the we~kly ortoringo. In the past 
lh~ •••trkot hn• t uken llll of ench Nook • b offorines of TrOll sur; bills ond 
Ma promptly sold t o the Fodcrnl Res er.•• Bnnks thot portion of t he offering 
whicl• il did not wish to hold. Thus too Fcd11ral Rese1'VO Bnnks indirectly 
r oplo.cc'CI part or all of t heir Treaour; bUl runturi tio" . This pror.cdurc 
worked woll when the omount of moturing bill• hold by the Federal Reserve 
&onks WllS " relatively smnll proportion ot t he we.,kly offering, nnd u.lloMld 
llw rorket t o det enoine directly the ...,unt ot t ho now iesue of bill a lt 
:.i"hod t o hold . llow n at t he a.-:10unt of c: t uring billa hold by the Federal 
nes .. rvo Bo.nks ranges up to .::nd nbove l SOO ,CXX>,OOO cGch week, howeve:-, such 
< pr<><:edure =eoos thAt the 010rket rust plw:e t enders !or ne" issues o f bille 
tn <.O:>Wt~s substantially in excoss of 11>4J'kot r O<luirClllllnts, the execas b.:ing 
t aken !or t hu pur pose of almost il:o·.cdletc anle t o t he FadercJ. Reserve Bonk• . 
In th<!se cirewaatances, s JllOre direct ttcthod of roplllcine cnturin!: bills 
hold by tho Fod•ral Reserve B~~ heo been decmod destr3blo . 

Tho t est of the bill mo>·ket wil.l now be found in t he bids of 
invost ora othe r t hlll1 t he Fedor-fl R~o~rvo B~~nko ot pl'icon sl i ghtly abovo t he 
pr ice tondcrod b;r th• Fedcrnl Rcs<·rvo il~>nke , ond in the allot ment t o tho 
Fedora! Hesorvo Books :md t o others ut tho Uxod pr1c~ <.>f the Fude rnJ. Re­
ocrvo 1331\k t enders . At. times wh"'fl t horu 1o ruo11on t o expect c. subst c.ntlul 
lnero:.ao in •••rket demend, or course , the ~'cdornl Reserve Bonks con t endor 
t or loeo ttv.n the C~r.ount of the i •• weekly mnturltioa . 

ll/'!/1.) . 
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Board ot Governors 

L. ll. Ploor 

BOARD OF GOVERNORS 
OF THE 

FEDEJli.L R&SERVE SYSTEII 

I 

1- ---

!!AS 100-826 
!love::~bor 6, 19(.3 

Roplaco=ent or Treasury bill matur!tioo 

Ur . Sproul has su&&estod one additional modification of tho 

proposa l for roplacing Treasury bill maturities , naooly, that tho privi­

los• of exchanging matur ing bil l a be modo av~llablo not on ly to tho 

f'odorAl Rooervo Banks but to other holders of n10turing bills. I t is 

likel y thot tho Tronoury and tho System would bo oubjoctod to loss criti-

clso under aueh an arran&oment. Tho attached draft ot thu proposed 

pro a a atat,oaont baa been revised in a.ocorda.nce w1 th this suuestton. 
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BOARD OF GOVERI«lRS 
OF THE 

FEDERAL Rt§i!Rft SYSTEM 

S~tomont tor tho Preas 

Tho Troooury Dopnrtmont thio wook roviaod ita Trooaury bill offer­

Ing oiroulor so as to pormit biddors for Troooury bills to obtain now 

Tr ooaury b!llo by the oxchongo of an equivalent ~mount of maturing bil l• to 

the oxtent that the1r tenders aro aecepted. Concurrently, the Federal Open 

Market Co.mittaa authori,ed the Federal Reatr•o Bank• to place weekly tendQrl 

for billa at a price approximAtely oqui~lont to a yield of }/B of l por cont 

per annum (99.905 for 91-doy bills), in an anount not oxceodi.ng the amount or 

their weekly OGturities. Tho Federal Reaor'VO 84nkl will receive the same 

percontogo allotmunt of bills ns will other biddoro at tho some price. Ae­

quloltiona of bills by the Federal Reaervo Banko in thio m.nner will repreaont 

tho roploeo~ont of billo originally purchoeod in tho morket ond, like other 

oxehnnto• of ~~turing sccuritioa for now aocuritica, will not be subject to 

tho limitation oontoinod in suboectlon (b) of Section 1L of tho Federal Ro­

aorvo Aot (which lU.its to 5 billion dollar• tho aggrogato amount of Govorn­

oant aocuritioa ~cqulrod directly fro~ tho United States that eon be held ~t 

ony one t\no by tho twelve Fedor~l Roser•• Banko). 

No now credit will be made available to tho Troaaury by tho Federal 

Roaer'Yt B&nk·a as a result of thil ch&nse in procedW"e , nor will .new reterve 

tunda be plaood ~t tho disposal of tho banks of tho country. Rosorvoe that 

have already been provided to support a riaing currenoy circulation and 

rlaln& member bank deposito will merely bo maintained. 

Theae related actions .. ro taken to rolie.a a situation that ~~ 

boecee mochan!eally more difficult aa weekly D&turitloa of billa hold by tho 
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federal Roaer•o Banks havo increased in recent monthe, until at t~s they 

oro oqual to hAlf or more of the weekly oftorin&•• In tho paot, the market 

hos taken all of each week's offering of Treasury bills and has promptly 

sold to tho Federal Resorvo Banko that portion or tho offoring that it did 

not wish to hold. Thuo, tho Federal Rooorvo Banko indirectly replaced po.rt 

or all of their Treasury bill maturities. Thio procedure worked well whon 

tho amount or ooturing billa hold by tho Fedora! Reoorvo Banks was a relative­

ly a.all proportion of tho weekly oftorins and allowod tho market to dotormino 

directly tho amount of tho now issue of billo it wiohod to hold. Now that tho 

amount of maturing billa held by tho Federal Rooorvo Banks ranges up to and 

above 500 million dollars each week, however , suoh a procedure means that the 

market must place tendora for new issues or bill• in amounts eubstantially in 
~ 

oxeesa of mnrket requiroments, the oxcoea boins t~kon for the purpose ot al-

most immediate ealo to the Federal RoaorYo Banka. In thoto circumstancos, a 

moro dir oct mothod of r eplacing maturing billa hold by tho Federal Reserve 

Banke hu boon doomed de&1rablo. 

ThA teat of the bill lOIU'ket will """ be found in tho bids of in-

voatore other than tho Federal Reserve Banka at pricea al1ghtly above the 

price tendered by tho Federal Reserve Banka and in thu allotment to the 

Federal Reaorve Banke and to others at tho tix•d pr1co of the Federal ReaerYe 

Bank tendera. At times when there is reason to oxpoct a substantial increase 

in markftt demand, ot course, tho Federal Reaorve Banks can tender for leaa 

thon tho .,.ount or their weok~y mAturitioa. 
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CREDIT !'OUCY Alffi 'l'REASUI!I PUIAH UIG 

A reconoideraticn or certn.in major R•pecte or credit policy and Treu­
ury financinr io necesenry Qfter two yearo of parttcipation in the war, and in 
the light or the changes which have t3ken phce during those t wo years. 

Sue~ a recons ideration must keep ln mind tho main objoctivee of pol­
l oy during this period and, _assuming that these obj~ctives 3till hol d, our fu­
ture policy must contribute to their further attotnmont. The•• ot.j•ct iveu, ae 
circUIIUicribed 1v the overall and c<llllpelling need or financing the war in one way 
or another, wo conceive t o have been: 

l. Keeping the expansion of blnk credit to a lldnlmum. 

2. ltunt.e~W~ce of an intercet ra to strueture Which would both 
contribute to the successful financing or tho W3J' and be 
t cnlble in tho immediate poet- war period , 

A considerable degree or oucce•• hao bucn achieved in both of theoe 
•ru>S. The adoption and gr3dual improve<!lent of tho drive method of Treasury 
riMncing, with incrc~oing emphasis on sales of oecuritioo t o non- bsnlc invu tor c, 
t.•• produced beneficial results , and it now acpears t hat tho preoent fiscal ye~r 
can 1:<1 co111ple t od " lthout !'Ur'l•or recourse to the bonks for ne\'r monoy. At t ho s11111o 
time , tho prossu1•o tor continued ba..,k purchasee of government securities, which 
wa• i nherent in tho existence of • largo volume of oxcess re serves, has been 
r rrntly r educed by permitting exccso reuerveo to d~clino fi'Oio $J. 5 billion to 
tl bllUon. Thia hue been accomplished while 11111in~ining, iu eenord, the 
interest ra te structure which e x1oted at the tim~ of our entrance into the war 
an~ which, in tho light or circumst..nces nt t hot t illlo, had t o be accepted os tho 
rate structure t o be maintolned during the initial financing period. 

It our objectives are no>< the s3l:l0 aa they wen. t Wo yoars ego, tho 
problau involved in echicving thea are dltrarent. Ire no l onger have to rely 
on the banks for oey subetantial <>mOunt ol new money, ir at all , and we do not 
want to recreate condition• which will spin put pro .. ure on o1l benlcs to in­
CI't<>oe their holdine& ot p vemment oecuritiu. lt to claimed Uut a ccm1'or l.4ble 
""'rein ot excuoe re3erves 1e neceosary to provide tho "feel" of easy c:oney. Thie 
W>s the el.\im when excess roserws woro $5 bilHon instead of $1 billion, but 
the policy of ellowing exceso reserves to diminish arac!uall¥ has demonstr~ted 
ito effectiveneu. ?/e no longer want to ir.lpreos ell benlce with the "fe~l" ot 
easy money, and non-bank investors get. ttut "feel" trom idle holdings of cur­
rency and deposita, not from cxcc.e;$ bank reeervea. 

Wo do hn YO to contemplrlte 001:10 readjuatlnent of tho ohort tern :l.ntorost 
r>te s truct ure 11' wo nrc to avoid egain putting the banks under pros sur e to buy 
I]Overnmont socur1tiea, ond i f we ar e ping t o dovolop, gradually, e rate st ruc­
ture which will accomllodnt e 1tsell to tho noode ot the poet-war aituntion. This 
doco not l.mpl.y n chc.nge in the long term rato of interest oither now or later; 
quite tho opposite - the lon0 term rate ia the key rat e which, so far as we can 
" '"• = t be Cl&intained. It is rl'.thor a recognition ol tho fact that present 

Regraded Unclassified



-2-

·short ~em ra~es will only maint.ain thentselvee, no.,, if bank r•servcs are main­
t ained at or increased to levels which encourf18e banks to continue to bld !or 
,overnment securities held by others , or it it is believed that a rise in long 
term rates 1e likely. There io no reason for acceptin, verJ low rates at short 
tenn, if the higher yields obtainable at long torm can bo had without eorious 
r lok of a decline in price (rise in yields) ot the long tum obligations . The 
task or finkncial statesmanship is to combat tho boliof in a higher long torm 
rat o, by domonutrating that a narrower sprea~ butwoon short und lang ten:~ rates 
c-.n be otfocted without changing the long tom mte . In tho future, this will 
protect inveatoro in long term obligations , and protect tho Treasury in ito 
rei·unding operations in the post-war po1•iod, and curr.,tly it will protect tho 
:Jr.~•llcr banks agAinst an unduo concentration of thuir holdings in the loneeot 
t or111 securitioo available to th..,, and to •om~ .»<tent, it will protect the 
"p~ttern or ratco" a,ainst abuse. 

1\ll•t arc the i=edinte problems involved in developing such a pro-
'='"''? For the F<-der.>l Re•erve System, primarily, there 1a the probleo of' suppl,y­
<r,g the o.clditionol rcaerve f\1\ds which will still be neoded to sup;.oort a co.~­
tlnued rise in currency circulation and M incruse in the required roaervu or 
"""bor banks (as \Vo.r Loan deposits are converted into private deporits). !'or 
•h: Treasury, prilll3rily, there is the probl em or ho-. bust to bring ab!>ut :Ill ad­
j ustoont in the interest note structure eo that it will be suitablo to the presc~t 
•itu•tion, and so that it could contribute to tho development of n tenable poot­
n r s itu3tion. The t><o problo:ns muat be dealt with Jointly. 

METHODS OF SlfCPLXINO Rt:StJlVE FUNDS 

Tho m•thudo availablo t o tho Fedo1•nl Re•orvo System in DUpplyi.ng 
"<'orve funds to m~•ber banks remain the sQMC - reductions in reserve requirc­
r~nts, ndv~cus and re-discount:, and op~~ rn~rkoL oporat1ons. 

Chr.11rlng Reserve Requirements: 

F\lrther action t o reduce re3ervo roquireevnta appe<Lrs to be inodvh­
>ble, nt le .. t unUl b:>nks throughout the country hava "ore generally shown ~ 
disposition to uoe tully tho 1'\rld.s they now hnvc. Pr•ctically illl of the ~ld.•t­
in~; exeeos reserveo, :u:.ounting t o 11bout •1 billion, ~·-o holl! outside or the 
central reserve cities. If re3erve requireonento ,. . ... reduced for ol.l classes 
of b1nko, large amounts of res•rves would be roleased ct b;ulks which 1rould 
probably contribute little to the improvement of the ""'rket for short-term •o­
curities, and might accentu·>te the difficulty or ra•.lntainill$ a.~ orderly market 
Cor tho l onger tom bonds available to bnnko. If reserve requirem.nts >tora N­

duced only in contral reser ve cities, it would bo diff~cult to secure aceept­
MCO ot :t lower roaervo requirement tor the biggedt b3llko of the country •t h!Ul 
l"or their :Mller crxnpotitors in reserve citieo, nnd only temporary relief woultl 
be obt•1n od in nny ca se. rr, for cxrunplo, re•ervo requir~•nt• of New York Cit y 
r'!r.lbor banks 11oro reduced frotr. 2<J1, t o 18%, thoro would be released only nb~ut 
$!10 mi U i on of reserve a . !.lost banks woul d prob3bly uoe thooc tunJs to repw•­
<n•~• bills fi'OIIl the Federal Roserva llank or t o purcnoso other ah~rt tcnn se­
curities in the m>~i<et . Ao funds flowed out of Now York t <> the . ...,st of the 
ccunt ry ( t hia continue• t o be tho trend) the dooe would have to be ,.;:po3tod. 

ssl 
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·Such repea~ed acUcn "ldth respect to o:>e class or bMka t10uld hardl,y be feas­
ible, and such action applic~ble to all claaaea or b>nke, in the absence of 
a genor>l need for addi tio:-tal r eserve funds, would t hrow doubt on the sincer­
ity of our desire to f~ce war expenditures, ao lorgoly ne possible, outside 
th< com~~~orclal b:utking system. The desire of tho Tro:.oury ~o finMc• its re­
qulNmenta as ehoaply as possible c<>uld be held to hnvo tt\kcn precedence ovor 
avoidinH n poten~tally inflationnt7 oxpansion of bank cr<~t . 

Advruncea gnd Redioeouots : 

Thoro has been some development of borro"ldng fi'CIIll tho Federal Reoorvo 
E1nks during recent months (by lArge city b:utks no longer in a position to uoo 
trw l>i U window freoly) , but this method o! ::l.'lkinB reoOT'/O funds avo.iJ.,1ble C(lll­

nr.t tAo rolhd upon to supply tho needed funds in au.t"ficicnt vol110c during thu 
l!";-.odiatc future. 1\'e ohould not be led &WilY fi'OIII t he possible later use Of tl1is 
.l'. thod , howevar, by faulty deduction• drawn fret• tho experience of the last 
c•c•dc ~en larga exces• r eserves oado ~ach individunl bank its own central bank . 
O'hero lG no tradition among bonkers aB'!nst borrowing eithor fr<lCl co~respondent 
7<'\!lks or a~ the ct'!ltral bani<; tbero has only been " hpso in tl1e usc o! a nom:.l 
.,.,eh:mi:n durine an abnomal period. In rocent 11ronths ~'IllY banKS h!lve be.., bor­
rn"ldng fT'<llll the Federal Reserve lhnks in substnnt.ln.J omounts b;r use of t he 
Trcuucy bill purchctsc :J.nd repurchase a rr.lllg..,c:rt . Tho' brge b.•nk• lik.o t his 
m• thod of borro"lling becauoe it enables tll""' to burrow •i th<>ut showing bills 
n'l:{oblu , but this does nnt chanso thn onsontinl cha ract er of the tr:utoact ion, nor 
is tt dooi<'ablo, from the standpoint of credit ~amin1ntration, to enlnrge tho 
field ol' thh concealed borrowing. If thl~ moono of bor rowing ware no l oncer 
open , or 1C particular b:mks lacked moans <>! :.cco•o to it, and if 'll.rect bcr­
ro•ting could be dono at a profit (by rc•son ur n dit f't runcc betY~ecn the di scount 
J'Ot o o.nd the COUJ>on rata o.n tho securitieo u•ed no collateral) there would likely 
t-e a rcs1111ption ~f di rect and admitted bor!'ovdng. T'nia io what has been happ.on­
ing in llow YQrk City and the OXMJ)le of tho h rgu city b<>nks would, no doubt , 
~•lp others t o overcome their reluctonco t o resume the practice. It would bo 
.. or., ,,( a brollk in tradition, in fact , it bnnks did not. borrvw funds fran the 
cent nl bank when they can dt> so at a profit and when the purpo~o ...euld be to 
re~lin h"ldin~a of govern:oent securities in time ot W'lT. 'II~ """·~ Mt be oon­
co:ncd obcu~ a "ldthdrawal of banks !ra11 the 1110.rket fe r new securities boc•use we 
no lon~r need or W3llt thm there in any substantial W33, and we do n"t have t.o 
be ••ri<.usly conceme.:l about tbeir eftl.Ung th~tr oxiating portfolios in preftr­
eneo t• borro"ldnc. It shnuld not b~ for!l"ttcn, al•"• that the ....-,st direct way 
ror the federal Reoorve Banks t o put funds i nto t he banking S';{st....,, where t hey 
4re nee.Jod., when they 11re nec!ded, and in tho 811!'lunt.e nct:ded, i s thr .. mgh mmbctr 
bMk borro:dng. This i • M importont asp• ct of credit nc:ir.un.J.st.ration. 

Open Market Oporotinne: 

ll cverthelosn , it appears that, for thd l.n"uOiatc futuro, open m.rket 
operations must b~ the main reliance of tho Fodo•·IU Rocurvo Sy•tcm in supplying 
r.,•rvo f unds to tho b>nk.s of the cow1try, ao they htwo been during p4st months. 
Banks l1•vo boon obto.ining add.Hional r eserve fund~ l."lllinl;r t hroll(.>ll selling Tre~3ury 
tHls to the Rosorvo Be.:'lks or f.>iling t o replnc" r.aturin;: hilb, and by selling 
"'"'" eortirientoe of indabt<>tlness (the Resorvo Blllks llwo acld Trcnsury bends ond 
t1c't.~· a in l)rder t.o ma.intldn the oo.ttem ot r\teo, 1\f\d t.h13 aelling, of course, 
t eok funds out <'f t he ""'rl<ct) . · 
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FEDERAL RESERVE BlLDINCS OF COVl!RNIIWT S!CURITIES 

Bond a 
No~•• 
Certificates 
B!l1o 
Ouerantoeda 

Total 

.Taouary 1, 1943 . October )1, 1943 

tl, 505.582 
685,900 

1,565,)50 
5,546,6)4 

50,481 

t 2,7n,059 
1,323. 799 
1,041,000 
1,009,996 

36.t82 
t6,d, )6 

!ntire System Accou.nt 
(000 aaitted) 

Cb&nse 

- t l,271,477 
637,899 

• 524,350 
+ 4,536,638 
t 1).699 
t t J,lb5,311 

Beceuoe of tb~ =al-diatribution ot exceaa reaerre3 and because proaent 
ehort te~ roteo ot interest are no longer appropriate, it appears that tba Fed­
oral Rooerve Danko will have difficulty in continuing for long to put reserve 
tundo into the market in this W81f while mointoining tho ox1ating pottom of ratee . 
Benko in tho principal money centoro, wbich heretofore bovo been the chiof buyora 
or billa , now hBvo no surplus tund a , and banks with tu.ndo oro gonerelly not in­
toroatod in billa ot 3/8 or ~. Aa n coneequenco , tho very abort term market tor 
govorn~~~cnt oocuritiea eppoars to be ant1ftted. From tho end of llay to the middle 
ot Sept..,ber, the outataoding lliiDI1Dt ot Treasury billa increased b,y t2.2 billion 
aod , during the a .. e period , tho Fodore.l Reserve Syetoa• a holdinge increased by 
t). ) billion. Attar a tamporary halt in this mov.,.ont, resulting from cb&ngoe in 
roeervo roquiremento aa:.ocioted with the Third liar Loan drive , tho Syetom' a 
hcld!~s of bills arc again Increasing . There hoe ulao boon a lack of domand tor 
oortifieetos of indobtednoao of tho ahortor maturities at yields corroopcnding to 
tho pattern or ratoo. 

The basic decision which must be !!18do with roapoot to open market cpera­
~ionD to whether we ore going to try to force tho mointonanco ot the short tona 
rot e structure oatobUebod nearly two yeara ago or whether we are going to pcnoit 
a 110d1ticat1on ot that structure. The rete pettern we han bden ceintaining at 
~be short end ot tho curre does not o.pp.oo.r to be tono.blo under present. conditions. 
It woe adopted ond wtl8 appropriate in a period when thoro Wllro largo •mou.ntl ot 
idlo tunda, a relatively liaitad docand tor credit, and conaideroblo uncertainty 
obout the maintononoo or stability of longor term ratoo. It io not apprcpri nte 
now. whoa 1dlo tunda aro more l tmitod , demands aro large, ~d a dsgree of con­
fidence in the otability ot longer tona raton has boon ochio•cd. Only b.Y torcing 
additional tunde Into the market, and thus abandoning 1n an 1apcrtant degree tho 
policy ot keeping to a aint.m the ueo of bank credit in war finance, can ,.. con­
trho to l:lllintatn tbo existing abort term rate structure. 

The suggestion thot, in those circumstances, tho cure i s to incrooao 
the weekly ioauo ot Treasury bi lls, eoeao uoroaliotic. Coabined with o prohibi­
tion agai nst direct bidding for bills by the Roservo Banko , it is impoeoiblo.• 

'A• Ia developed in o separate memorandum on the question of direct bidding tor 
'i'reulary billa by Jodoral Reeorvo Banke, the present Syat"" wboreby bi de oro in-
duced in the lll&l"ll:ot to aaaure the sale ot each 110ek' s ottortng ot Troaoury bi lla, 
ia becoa1ng .,re GDd .,ro uowiol<IJ. To chango the induc-t to a proal eo ot an 
taaediat e saall profit tor bidding in bobolf ot tba Roaorve Banke , would not 
groatJ.:r improve tho situation. lie beYo aborod the Treasury's concern about tho 
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It Ia ersued that resene benk purchases of govenuoent aeouritiee shoUld be con­
controtcd In billa; that bi lla are now 1mportontty uood by city banke eo secondary 
rcoorvoo ; that th~ hove takoo the pleca ot exceao roaortea in providing e margin 
ot ouroty for day-to-day oporutiono; and tbnt BUY auhstontial reduction in tho 
OIIO\IIlt of mOilber bank holding• woUld be dangerous. Thia is to repeat the error 
which W#O implicit in an ourlier inaiatence on " very largo voluae ot e:rcoaa re­
oorvca, noaety, that each individual bank, and the whole e011111ercial. banlring fl'/8-

ua, ..at protoct ita reaone position without rogerd to the exiatenco ot t> 

centrt>l bank. The teet ia that Treasury billa aro not o eocondary reaeno in tbe 
ueuol &nrket sense; t hey ore a acum.a or borrowing at tbo Federal Resone Banke at 
o prvtorrcd rote. No opecial amount, and certainly not t?! billion, ot auch ob­
ligotiono ~eods to bo moiotoined in tba porttolioe ot the b4nka, nor con be un­
l eoa on o:rcessivc amount ot bank reaenos is dolibaratoty created, or unloaa billa 
orG mudo more attr4ctive to banks outside tho money markets.•* 

RECOYIIBNDATIONS OF l"EIJERAL OPEN I4ARKET OOIIIIITI'EE 

The Federal Open Market COillllittoo baa considered this probl..,.. It bo­
Uona that the only deoiroble approach to a aolutlon io to bring about " D4rrow­
ing ot t ho present sproo.d botnon long tem and short tom rates, by incrou1ng 
tho ratoe nt short tem. Two oJ.ternst1Ya r.etho4e ot accc:apl1ebing this purpose 
wore conoldered. 

Under one approach, tho present three-month bi lla nod one-yQor cartiti­
cctoo would be replaced by nino month billa. Thoee blllo would be isauod in o 
totol amount of not o:rcoeding a billion doll4ro o wook, unleao e dcannd devolopod 
tor o larger nmount. Tendura tol' $100,000 or looo woUld be allotted in tull at 
)/4 or 1 por cent, and larger tondero would be allotted t o the highost biddora. 
Thu Coaoittee would eatablloh a buying r ate and repuroboao option at 3/4 ot 1 per 
c•nt on tho new nino month billa. 

Advocates ot thio propoaoJ. beHove tbot cOCIIOOrcioJ. bl:nks would bo much 
llOro Inclined to hold billa at )/4 or l per cent tboD to bold billa at 3/8 ot l 
por cant or certiticstca, which uodor o:ristiog practicea cOID!Uld increasing pre­
aiiiiiS. Tho D"" blUe would attain a 1111.1ch Wider distribution eaong ••••.Uer benka 
then do tho present throe oonth bills tlt J/8 or 1 pel cent. The Syet• would no 
longer be toced With tba 1ncreoaiogly dirticu1t problea ot 1114intaining a variable 
pottorn or rates on maturitioa or leas than nina IDODtha. SpecUlators could no 
longer ~o e profit by playing the pattern ot rateo on abort term issueo; moat 
or the playing of the pattern hoe boon 1o shOrt ton• ioouos, and an e:rtenaion on 
uny largo acolo to longer torm 1osuea is unlikely booouoo ot the greater riok thAt 
it invobes. Jl'ioalty, the propoAal woUld s1mpl1ty tho Treoaury' s rinonoing pro­
gr..,. nnd eliminate o large rotundiog problem. 

d<llgora ot creating tbe tmprooalon that the Treasury 1a raeortlog to diNct bor­
rowt.og at tho central beol< to tio.aoco the det1ci t. Our proaeot situation, bow­
enr, 1a one in which the aothod used to avoi<l creating thia Impression ia be­
ccaing mro like~ tboD not to bring cell8Ul'O on tho TreOIU%'1 and tho Syetcm, 
whoroao a chango 1n method can b• olelll'ly end ode<tuetoly explained to the public. 

••A roreronce to conditione provo.1llng in the London coney mnrkot before tho wor, 
and bovine regord tor tho oubstunttal differences betwooo the Londoo money aorket 
end our money Qnrkct und betweon the Britieb bonking oyetem und our banking eye­
t om, io not deemed to be relovwnt. 
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Under the other approach, the problem l'IOuld be mot by continuing to 

l aouo cno yoer cortlfieetos et 7/8 of l per cent and ot the owoe time diminishing 
tho oprood In yields by eubstl tuting for the present bills tour month bills at 
5/8 or 1 par cent . Advocotoo ot this proposal point out tha~ tho oxietiu'g pet-
torn of fiooncing and typoo ot oocurltiea would be z•olntained; that I t would not 

1 involve o drastic chonge In tho ono day interest rata; that It would permit of 
-· odjuotllent in tho amount of tho lNel:ly bill otterlnse without o change in 
I be "W"Cs•t o ar>ount outstanding. They also suggaot that 1 t would help to wide.n 
the di str ibution or abort t erm eoeuritie s omong IDO.ller bllllke, which have exceee 
reaervea and wbol!e depool t a are incroaztlns 110st rapidly; that it would make It 
100ro oxpculvc for blillke to oell billa to the Reserve Banlz:a tlwl to borro• at tha 
dltrorcntl al rote ot l/2 of l~; that I t would not incroaac the &Daunt or out­
stondlng securities on which "borrowing•, without abowing billa payable, is pos­
s ible; that It would reduce tile lncont1ve ror blillke to shirt from ehort term to 
long t orm socurltles; and that It l'IOuld e.lco dlmlnloh tho lneentl.o tor playing 
tho pnttorn or rotos , 

Tho Committee boliovoe tb'.lt o narrowing ot tho epreod botween abort 
und long t orm intorest r~tco can bo b~ht about wl thout dioturbing the entire 
lotoroot rotc structure. Spoclflcol!y , it bol1cvos tbot tho steep foreport or 
tho pre...,nt interest rote eurvo 1o no longer t<-n<>blo, and tbut lnolllng thio 
eoct1 on or tho curve will ecntlno, not weaken, tho otcbllity of longer tera 
roa.tee. 

The Cocc1tto• rocoamcnde to the Trc•SUIY tbot prompt considerati on be 

given to the policy which It mossoeto , and thnt action be taken t o !Qplmoent the 
policy ot tho first approprloto npportunlty . 
~ 

11/9/~3 
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O;:oerator : 

H!~Jr : 

l·lrs . 
l·!urray : 

!!!!Jr: 

I'. 

H~~Jr : 

H!~Jr : 

ll : 

Hl~Jr: 

H: 

:n~Jr : 

I'. 

Go ahead. 

Hello. Hello . 

Mrs . Jt.urray speaking. 

Who? 

llovember 11, 194} 
}: 5l p . m. 

Mrs. Murray , secre tary to ~:r . Sherwood. 

Hre. ~!urray, this ls Mr. !~orgenthau. 

Yes, sir. 

llould you e;1ve !{r. Sherwood this meseage? 

Certainly. 

I aaw Hr. Patter son , Robert Patterson .... 

Uh huh . 

. . . . about the matter llr . Sherwood and I ;;er e 
talking a bou t .•. . 

Uh huh . 

.... and ~lr . Patterson is going to send tor Mr. 
Sherwood and talk to him about it di rectl y. 

All right. 

And that 1-!r. Patterson 1& wholly sympathetic. 

Yea, sir. Thank you very much. 
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'!!!Jr: 

Ted R. 
Gamble : 

G: 

G: 

:--:::Jr: 

G: 

Hl!J r : 

G: 

Hl-:Jr : 

G: 

Hl!Jr: 

G: 

HHJ r : 

G: 

H11Jr: 

G: 

Hl~Jr : 

G: 

75 
November 11, 194) 
) : 52 p.m. 

Yeah. 

Hello , sir. 

Yep. 

l-:r. Secretary , I was going to be in Boeton 
tomorrow a nd I thought I ' d better let you 
·now. 

All right . 

We' re hav1~g a li ttln C~Ai rmsn problem 1 ~ 
!:S.esachusetts. 

The ho=e of tte bean and t he cod. 

You could a dd a f ew other thir.ge when you 're 
talking a bout Bos t on . 

All right. 

1\'hen you're talking you could add t ho se Boston 
Catholics. 

Oh, well , I >.'Oul dn' t do tha t . 

No, I know you wouldn't. 

What? 

I know you wouldn't. 

Uo, I ...ouldn ' t . 

Well, we 've had a lo t ot fun with t hem. 

Okay. 

And we ' ve got a r eorganization probl em there 
and we ' r e trying-- in t he four states >:here 
~~e have oroblems >re wa nt to clean them up a s 
fast as t·1e can . 

Righto . 

All right, sir. Right. 
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November 11 , 1943 

TO: l.lr. !Jell 

FRO!i : The Secretary 

I would like to have Mr . Stacy Uay here at 
3 P• a., Frida)', Noveaber 12. Will J OU please tell 
him what I want to see him about, viz: 

1. Future expenditure• beginning 
with January 1 . 

2. Cancellation• ot contracts . What 
hie est imate ia, if we 1hould have 
an earl7 peace on how man7 cancel • 
lationa we wili have. I am part iou­
larlr inter eated in how miD)' peopl e 
would be laid off . I unders tand he 
haa aade all theae atudiea and baa 
r ough u ti-tel . 

George Haaa ahould be preaent alao. 
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111 4ear Ill'. Olw.lr-1 

~fa renee 11 ... tD a. PI'OPM .. MAl Uoa&l l'NiftU 
~port of 1M .Joln' o.-t nee oa ~\loa tit llweuenUal 
r.4eral bpen41W,.e eteb FOU fa....,... wUh JWr le\\a' 
or liOYOIIIter ,., l~J tar __ , .... _..uona Mid ..,I"'ftl. 

It h ., bellef "'&\• ln JDIMr&l 1\ U a ft'l7 able 
report, and ht U ln4toatee lleJOik\ "*"' 1ha\ -noll! .. 
oan and mould be IM4e tn _ .... "'tal 811elllllna. 

nownwr, bra ara two etate8ellh ln h NPOJ"t tD tfhloh 
I, u a -bep tit .. Oo-.u.e, e&ft 110\ -"ol~ IUbeortbe, 

The tlPet eta\Heftt h l n taw MOOIIl JJ&ftfP'&llh on pap .. .,. 
It 111 1114loatM 11\at a ~lfle4 .-11t ean be ea9M Oll'I:Np 
lhe aurtal~ t of none•-•al el!Pift61 t uree. I • not prep.ve4 
to agree ht an7 epeolfte4 -.at - tb11e be ea9M. I tinlt 
tho MU1ng of 111oh a ftp;IU'e ae a aoal 1e praettoal; but UMt 
utabl11hMnt of tbat ft!PN ae 4eflnUel7 ettatnable le un-
realtetlo. ~ 

Aleo, I ean not 'ltloll7 llllbeort'INI tD .. etat-nt 1a 
the laet ~h on par- lllz, 1lbl. eh •PP.O•• ae •roe• leu 
recteral iiiC 1 Uq 01" ae wnrt .. , 1nupe41en\ tad wu totul•, 
1he pro~ of oan- llllblli41ee wbt.oh hu been reoo~e4 
b7 b Prwlll4e\. I tloll..,. tble tD "" tar too pneral a 
eta.._n,, ..a - wblob tn41oatee ~ Ue IIOI'dJ.na Old h 
14M tit •.ul••· ae w1.1 u •• ••no PI~ 'llllller tt .. 
Cllledoa, 11 ·~ ... t nexpldl•t .nil waetetlll. 1 - not 
re114J tD.,... 'llat Qlle 1e an 1-trowrtable faa,, 

It .. ~ 'lbloh I que eUon ara lett ae bJ now 
e'-14 la --!ldtBIIIbo& roeporh, 1 -14 appPealat e 7our -*lnc 
., poll•oa e1 ... 1n -uon wt111 .. report. 

Yw7 bull J~e.-

• .. 
• .... 3 a 

..... ...,. ot b 1'reaeurJ 

h 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATI. 

kon~~~-
lfr. R~· 

I. Pr1o .. of OoYora-t kourtu .. Doo11ae4 
tollowly !'lill'l *!1' LOaa 

IIOY II 1t48 

81aoo ~ho oleeo of b ft11'4 Wu Loaa on Oo~obn 1!, 
tho •rbt tbr Oo\'ol'lllliDt .. ourlt10e h .. b .. D pnora117 
weak. freUIU7 DO'-'• be~ ~axablo aftd taz-onap~. IIIIo••" 
lUUo ohaJlCo oft ba1aftoo llu~ pr1oo 4oo11aoo won JIII'O'I'a1oa\ 
UOJI& fNUV.J7 boDdo, UOIUIUq '- .. -.ll ~ 10"2 1a 11ho 
.... of tuablo boll4e , aad to ao .aoh •• 22/:)2 1D b ouo 
of porUa117 1:.-x.p\ boD"•· .Anrap lowe r.r 11ho r.rto4 
e1noo Ookbor I "" roaaho" bJ \axa!Jloo oD lon•or , u4 
b7 pu1;1all7 t.-x•l*• oa ••••ber '' fill I'D•ral 4ool1a-
1ns teft4olloJ ••• 1atol'l'llph4 b7 •derate rall1u, oaoo 1a 
the ..,OU ended Ootober 23, end qa1a 1a 11ho laet t1110 f.aJ• of 
the week en414 lo'l'•bor i. Rot pr1oo ohalla•• for tho f1re\ 
three AaJ• of ~11 week were eaall. 

Ro oplll ..Sot euppert •u ct•• h'IUUT boftde - t:M 
bulk of Po41ra1 Buono p&rohuo• 1D tile ..SOt belJIC ooa­
f1ao4 k h'IUIU'J' bUll .... oort1f1oatu of lD ... bhtnooo. 

n. Oorpora~• u4 lfualo1ptl Boab a.oo 
&ly Ootitiv 

R1f>b-pd.o •l'J)Ol'ato boD41 roeo •O.OratolJ 1a prloo 
4vr1q Oo11DborJ etle h1p•poa4o au1o1pale roached all•tlM 
h1pe oalJ to ... ol1ao eharplJ 41lr1q \he flret ... k of 
loY•'bor, fto "•ollao 1a tho •'-ok u.rkot oa lloll4a7, loYoll­
bor 8 , oxtiD4o4 te lloa41 of ra111'0o4o 111 roorcaa1aaUoll, •• 
ha4 onlJ a ao41ratolJ ... pn .. uc offeot oa )Up•pd.o oor­
porate an4 ... 1o1pal boD"•· 
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III. 

fbe thl'e e iuuea of aarketablt ,.our1t1ee offered clllrlJig 
the fblrd l'ar z-a 4r1n were traded for the firet u .. 011 

lfond&J, Ootober 11. At the olo• of that dq, the ~1u.e 
on theee ieeu" were onl7 el.1ghtl7 leu 1hen the 1nit1al 
prea1w11 on the ooaparable eeourUlee offered during the 
Seoond l'ar Loan dr1Te. HoweTer, the aarltet tor \he ee ou-
r1 Uee offered in the Seoond War Loan oaapaign 1aproTed .ub­
atant1all J 1n the weelte 1-e41atelJ following the oloee of 
that 4r1n, Which hat not been the oa,. wi\11 tho,. offered 
during the 1'hird War Loan oaap&lgn. ~e follow1nc table 
oolllparu the premi\1111 of Che Tar1oue llal'ketable ,.our1t1ee 
offered in the illree war loan 4ri•u on the tirat 4a:f ot 
trading after the oloaillg ot the eubeor1pt1on boolta and at 
comparable later dates . 

I Prea1uae on tiret dai I il&rl<et pr .. i\1111 UTe 
: traded after oloe1ng : weelte after oloe1ng 

8 
: of eYbeor1ption boolte : of eubeoript1oll boolte 

eourltr :Firat :Beoond : third :firat :Seoona third 
: War War : War : War 1 War War 

--------~~~P\ Loan 1 Loan 1/:Loan 1 Loan Loan 1/ 
(In deoimala) 

71~ certifi cate .014 .093 .039 . 113 .127 .095 

1-3/4~ bond 
2% bond 

2-1/2~ bond 

2 

1 

(In th1rtJ-eeoonde) 

8 

5 

16 

7 
4 111 

21 

15 

6 

3 

!.f Subeorlption boolte tor the ~r4 l'ar Loan oloaed October 2, 
but trading 1n 11our1t1ee offered during the 4rin did not 
OOIIII!Itnoe until October 11. 

IV. Poat-c1r1•• Liquidation of Banlt Loane Slow 

!otal loane of weeltl7 reporting aelber b&lllte in.oreue4 
b7 12. 6 b1llicne troa Che low point before the 1'h1r4 War Loan, 
reached August 11 , to a peak of 112.1 b1111one o..n October 6, 
Preeuaabl7 a aa,Jor portion of the total 1noreaee, and no t 
aarel)' the 1noreaee in aecur1t)' loane, wae tor the purpoae 
ot t1neno1ng purchuee of Oo•ernaenta during 1:he fh1rd War 
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Loan. Liquidation or Uleee loan• in Ule tour nelr.a follow­
ing October 6, aaounted to onl7 to.4 b1llione, Wb1ch 1e at 
a .ucb elower rate than during the ooaparable period follow­
ing the Second War Loan. 

!he table below llhowe the a.oY•ante ot loana or weelr.ly 
reporting Millar banlr.e troa Auguet 11 to October 6, and troa 
October 6 to liloY•ber 3 1 

: 
Auguat 11 - 1 October 6 -

1 Octo bar 6 1 liloYsber 3 
(In aillions or dollara) 

Loans by weelr.ly reporting aember 
banke in Hew Yorlr. Oit7 to 
brolr.ere tor purobaeiDa or 
carrying Oonrnaent eeouritiee +700 

Other loans to brolr.ere and 
dealer• +399 

Other eeouri ty loans +755 

All other loane +720 

Tots]. loans +2, 574-

-290 

V. Exceu ReaerYee Ap.1n lilear 8Wt1Mr Low Point 

Excess reeenee ot al l Maber banlr.e 4.eol1ned t354 a1.1-
11one duri~~g the period Sept .. ber II tbrcugb liiOY .. ber 3, to 
11,084 ai.lliona, a point only aoderatel7 aboYe the tin-
year low or t1,020 a1ll1ons eetabliabed in July. Tbie 
occurred in epite or the large deollne, aa.ounting to t927 a1.l-
11one, in required reeerYee, due priaarily to Ule traneter ot 
4epoe1ta troa priYate aooounte to War Loan aooounte. The 
t aotora wh1ch were prino1pall7 responeible tor Ule decline 
in exceaa reeerYee were increa••• ot t 614 a1ll1one in aonBJ 
1n circulation , t 371 a 1111one in Treaaurr oaah and 4ePoa1te 
111 l'ederal. JleeerYe Banlr.a, aD4 $2911 111ll1one 1n noaa•b• r 
4epoeite and oU!.er Federal. Re .. ne a ccount e. 

llllr1ng the •- period, weelr.l7 reporting a eaber bank 
bcl41nge or Trea•u7 billa, 11hich now eerYe largely ae 
eecondar7 reeenee, inoreaaed by tll35 a1ll1one, and Federal 
ReeerYe Banlr. bcl41nge ot b1lle decraaeed by t 21J aill1one. 
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111 4ear ONiartlll 

I whb t o thank JCN tor JOIIr LDapirlll& lattu 
raoa1To4 ~1• «•1• I oaJ 1aaplrlD& tor I tool that 
1 t.r••4CNa uowat ot pi'OiuetlTo .c)ft oac be 4oaa 
bare at ha.e Urouo;b \bo eDibl\lGD ot Ulh -tarhl. 
Tour proaptaeaa ell4 o.nCNa otthl•IJ 1A haaUlJic 
tbi e re, u aat or eiao 1• -.t a r.rthor eoatlrwatioa 
of \lie klu or a Jotl that I lr.llow h MiiiC tOBa uHar 
your •-• 1u \llat illponaat Uaa\ro or ao\iGDo 

Ia olooLDc, I went to \.built 'lou 1 eraaa&llJ u4 
on bahalr or our u-... 4• or l'ar lklllt worl<ora 'lllllo 
will 'be t.lur1Uo4 'by the prhil .. o of puttlll& tll,la 
ooael,_a\ t o &oo4 1100 han. 

WlU OT01'J good wtab1 I -

8 1aoorol)' Joura , 
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HEADQUARTERS 
PE!IIIISUUR BASE SECTIO!I 

Offiea of the Coaoanding General 
1.1'0 782 

31 October 1943 

The Honorable tlr , Henry l.lorgenthau, Jr, 
Soorotury of the Treasury 
Troaoury Department 
Ylaohin(:ton, D. C, 

Dear llr, Secretary, 

Pursuant to your personal roquoat on your recent visit to 
1/aploa, I &Ill h&vinB shipped to tho U, S ,, on the •s ,S , Poinsette• , 
carked "For War Loan Drive• , six Ce,_, tanka described as follows: 

a , Two l!srk IV flediu:a Tonka wo1ah1ng approxiJ:Iately 23 
short tons each , Ita principle a"""""nt in turrett 
is one 7 . 5 em high velocity 1ons berro1 gun. 

b. Two l:ark III Tanka , especially converted for use as 
flame thro,ers, with largo diameter name thrower tube 
projecting froo gun turret in place of gun . 11eiaht, 
approximat el y 20 short tons onoh, 

e . One 7 , 5 em Self-Propelled hi(lh velocity gun mounted 
on Uark III tank ch•••ia . Woieht , approximotely 2l 
short tons . 

d , One 10. 5 om Self- Propelled Howitzer mounted on Llark lll 
tank chassis. !Ieight , approximot 8ly 25 short tons , 

Those tanks were knocked out by Cenoral Clark' a Fifth lirflll 
near PaoatUII, I taly, where the VI u. S , Corpe under Coneral Daw1e;r 
•do ita initial landing on the morning or September 9 . 

AfiP/wu 

Sincorel:r youra, 

~a..wv--
A. 1'1, PENCE 

Brigadier Oeneral, AUS 
Co111lllAnd1ng 
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TO 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUN ICATION 

.... ec r•etni'Y J.:ort.~nthau 

I>nuclolph Paul 

OAT& 

Ilovember 11, 1943 

I attach hereto a s=ry n:or~orandun of the 

''"'''' •' ''''''''" •t ~" ''' ,,.,. ... 

( 

.... • .. r '-
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s~ry of P~ints in Rebuttal or Chief Criticisms 
of Treasury Pro -n-am 

1 . Ie a reduction in Federal expenditures n 
substitute i'or the tax progrom? Even If expenditures 
coulCI 6u reduceu by a 1'ew 1111on dollars , the $10 , 5 
bill'on to~ orogrem would still be necessary. It i s 
too smell a oro r em for safe ty, under present estimates 
of ex~cnui tures . It would have been set at a higher 
l evel , except for the f ear of doing substantia l injustice 
to certain groups of taxpaye r s . It exoenditures ere 
r educe'- , the • 10 . 5 billion t x ~ro.rem woul d have a .• 
better chance of holding the l ine egr i nst inflation, but 
even tnen ther e >ould not bo much s~fety ~Prgin . More-
ov r , every dollar of s~~ed t ax now mesne e e~lle r debt 
ror the Government to hennl e in the future . 

2 . Is texe tion a weaoon sgai net i nf l ati on? Some 
critics have ev, n gone so t or as to cast doub t on taxa­
t i on ' s role &6 a check to i nflati on . But such doubting 
simply fli es in the fece or experience , in this country 
and other countri es, i n this ''e r a nd former wars. Taxa­
tion ie the treditionsl weaoon to fight inflation . Price 
control and rn t i oning , and the voluntery '>urchese of 
sev1n0s bonds , are necessary too . Bu t surely it is 
obvious that additional t ax revenue comes in part f rom 
money that consumers would otherwi se &pend for scarce 
com~oditi L & and services . In aoendins th1o money, con­
sumers would draw merchants' inventories down to 
dangerously lov levels and ~ould patronize bleck merkets 
l!t high prices. 

The amount of money tha t consumers now have avail­
able to epend i 6 so large t het i t h£a no or ecedent, 
here or abroad. For the oast three e nd a half years, 
Ja nuary 1, 1940 - June 30·, 194) , consumer s increased 
their holdings or currency and checking- eccount deposit s 
by $24 billion. On top or t hat, they will have another 
~30 billion out or f i scal 19~4 incooea tha t will go into 
Federal oeourit i ee, i n part, and in part wi l l be held as 
currency a nd checking-account deposita. So, even if the 
large amount or $20 billion or Federal bonds , net , wer e 
sold. to indi viduals i n fiscal 1944, the re woul d be 
$10 billion in currency and checking-account deposits 

Regraded Unclassified



- 2 -

from that year piled on top of the ~24 billion increase 
since January 1, 19~ . I n the second half of ca lendar 
19~. another ;5 billion increase could occur. 

lie ttust slow down t ne rate of i ncrenae in this huge 
accumulation of ccah and cneckin~-acco nt deposits - -
slow it do>m by taxation, in addition to se lling all the 
conde we can to individuals . ~obody knows when and how 
fea t consumers will draw on this accumulation in order 
to spend, but it is taking too ! res t a risk to assume 
they will make no a ttempt to spend any of it , price con­
trol or no price control . 

I f we wait much lon~er, consumers will have piled 
up so much cash and other l i quid savings that t hey Will 
be able to keep on aoendlng , almos t regardless of any 
tax measures o t t he magnitudes now under consideration . 
It will t hen be too late to check inflation without tax­
ation much heavier than has eo f e r been proposed. A 
taxpayer wi th a cash accumulation or , tor exampl e, $5, 000, 
and an i ncome of $3 ,000, could meet even a 100 percent 
tax on nis income, for one year at least , by simply draw­
ing on his savi ngs , l etting his spendinss r un along 
unchecked. If we give him time to pile up stil l more 
cash, it becomes correspondingly harder t o check his 
spending by t axation . 

3. Can the countr 
i n taxes? e gurea a ow c ear y e peo~ e o 
the United Sta t e• can stand en additional $10. 5 billion 
in taxes. In calende r 19~ we shell have $135 billion 
personal income after oayine all existing personal t exea . 
We shall have $92 billion or consumers' goods and services 
to spend it on . Our commitments for llfe insurance 
premi ums and debt repayments , end our de posits in savi ngs 
banks , w111 take no more than $g billion . So, even after 
the $92 billion spending and $g bi llion ordinary saving, 
we shall still have $35 bill ion left with Which to buy 
Federal bonds and pay more taxes. It a nation like this, 
with a tree eurpl ua or 135 billion , cannot stand additional 
taxes, then no nation can ever s tand t hem. 

• 
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~ . of the exemotiona and the 
reoeal or e earne ncome ere un us en ne \ 
ow-income ~roups he reasury proposa to ower e l 

exemption o married persons to $1,100 ( from $1,200) 
and the credi t for dependents to $)00 (from $350), and 
to repeal the earned i ncome credit, would not unjustly 
burden the l ow- income groupe, beoause along with these 
changes the Treasury recommend& repeal of the Victor y 

Q " •• £ 

~ 

tax . Moreover, the Congress may, if it Wishes, make a 
large part or the tax on the low-income groups refund-/ 
able arte~ the war . The earned inoome oredi t , as it 
now etanda,- is a bigbly artificial device, with errati c , . 
reeults, and is not restric ted to truly earned i ncome . 

ro ~e 

s nee our- s o e o a 
ncoae goes o a grouo ere a an mpress on at 

the Treasury program increases little or not at all the 
tax on incomes under $5, 000. (These incomes account for 
four-fifths t he to t al income payments .) This imoressi on 
ie, however, erroneous . Only in the lower part of the 
$0 - $5, 000 range are the increases light. At $~ 000 
net income , a married person ' s tax (no dependents! would 
be increased from $647 t o $999 . Even under the postwar 
refund suggestions, the net increase would be s ubs tantial . 
At $) ,000 net income, the net tax (under pos twar sug­
gestion No. I) would be $532 . Thie is a ¥127 net increase 
on a married couple with $3, 000 income - - not an insi g­
nificant increase by any means. 

Below $2, 000, there ia little it any margin or 
income over bas1o f amily needs . Coneequently , the 
Treasury's progr am calls tor only small i ncreases 1n tax 
(before postwar refunds ) on these very small incomes . 

be allowed to anyone who buys 
a certain quota or Federal aavinge bonds . This proposal 
ia unsound. The deduction would result in a reduction in 
tax and this ia of course a reward tor buying the bond, 
like interest. But i t is a reward that is gr eat er for 
the hi gh-income bond purchaser . The reduot1on 1n his 
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t axable income comea out of high sur tax rates. The 
low- tncome individual would gain l ittle f r om a bond pur­
chase, since be haa a small tax t~ pay and his tax relief 
would t e saall. In effect, thls propoael would give a 
high rate or "inter eat• to high- income texoayers and a 
low rate to o thers • . Thls is doubly unJust , since i t is 
easier ror the high-income taxpayer to buy the bonds . Re 
usually bas some other asse ts he can sell . The low-income 
t axpayer usually has to cut down his spending to buy bonds . 

I f it retera to the 121 percent or tho uncancelled 
tax on tbe 1942 i ncome (or 19~3 . whichever ia lower), it 
is misleading . I t adds part of one year ' o tax (1942 or 
19~ 3) to another year ' s tax (1944) and compares the total 
With one year ' s income (1944) . By this kind of arithmetic, 
of course, more than 100 percent taxation can be obtained. 

If it refers instead to the combined amount of Federal 
end State income taxes, it is still incorrect . The State 
i ncome tax pai d can be deducted in comouting net income 
aub ject to Federal tax . Ther efore the combined tax can 
never be 100 percent o r the income , no matter how near to 
100 percent each or the two separate rates may be . 

S. Are co orations bein taxed so heavll that fur­
ther taxation wou cr pp e t em or war or oostwar 
errectiveness? Wart i me profits or corporations , a f ter taxes, 
are l arger, not smaller, then i n the prewar years . For the 
three years 1941-43 they Will be $g , 3 billion a year (yearly 
average). Thi s is $5. 0 billion a year more than the yearly 
average ot 1936-1939. It is an astonishing record, and 
certainly ahowa that on an overa l l v1ew the wart i me tax 
eyetem is tar trom making corporate investors bear an undue 
aaoritice, to say t he least. The accuracy ot those 
ea timatea has been questioned by acme critics, but their 
data are less complete than those the Treaaury uses . More­
over, the Treasury data agree substantially ~~th the 
eatlma tes or ell other governoent departments. 
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~all corporations are favored in the Tr easury pro­
gra= by a ~aller r ate increaee . Deductions f or reserves 
are not needed , i n vi ew or the carry- back provisi ons , 
esoecially if specifi c exoenses like reconvers ion coats 
and diemiaoal compensation are to be car ried back . 

9 . Are t he excise tax ~rooosele un!air to low- income 
grou*s , as the oai ee tix wou d be? Excise taxes are not 
on t e necessi t ies or life . If the taxpayer's i ncome is 
ver y s~all, he ce n avoid the excise taxes b' avoidi ng the 
luxury ite~e taxed by excises . He has a real chance to 
avoi d the t ax i n orde r to ~aintaln a ~in1~~ standard or .• 
living . A sales t ax g1vea him no real cnence . It hi ts 
necessities , and he must buy necessities. 

10 . ~ould t he excise tax proooeal s brin~ on inflation 
by r a i einf price s , r s t he as i es tax wouia? he excise 
t axes wou ~have a ver y much smaller ef fect ln stimulating 
demands for wage increases than a sales t ax . The excise 
t ax proooaalo a re almo~t wholly restricted to non- essent ial 
commodities a nd services t hat do not enter in t o the Bureau 
of Labor Stati stics oost of l iving l ndex . Si milar l y , they 
do not appreciabl' affect f arm parity prices . Moreover, 
t he excise tax proposals , with mi nor except ions , do not 
affect business coats, honoe do not put p ressure on ceiling 
prioea . 

iij~~~iy~~~~~~~fi~r:r:~~~~·ror the t axed a rticles 
is very s trong. Demand exceeds supply. Little or no 
reduction i n the physica l vol~e or sales of the taxed 
articles would rcault f r om adopting t he excise proposals. 
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117 dear m-r• 
1 ...tum Jle.7tool Cluico' • letter, .eicll J"* 

-1•..0 wl\11 ,...... _......_ to M ot Jow..a.or 6t.ll. 

ClaS'Ire wao or1 "n•"J appo1at.ecl u a ON4e 1 
-.>l OJM at. tu60 m I~ 16, 1940. llle reeoN 
11&'1'1111 jut.U1M ... ___ t., ....... bad M'llral 

p~ to IIU ,._t. ~t.1= u Z..o Deput.J 
Coll.eet.or 1D GN4a S at a2000 per -. 

tile pMiU.. ot iNiat.al>t. t.o t.lle CGU.ct.or 
wbhb lite 1e - •drtnr 1a t.be na1t1aa ~U.. 
in t.lle CellMtor' 1 erpzds&Uoo ..,. .... llhloll C&llo 
tor t.bo Nrri- ot 1 - ot II,.... uporionoo. la 
'11 .. ot Clut!•'• rol&t.ift17 Uait.ecl .. 1"1'111 .... .,...n-, C 'MlOiler ...,......, oerloul7 ~ 
t.llat. lite -.111 1>o \Ill 11101\ 11&1\ebl o ..,. a'fl1llblo 
- tw t.ble poo1U... Till c:-toolmar, """-• 
11 ~~~~~~ t.lle •t.t.<n t.o t.bo at.t.mt.im at 
llr. Jolin-, t.bo •• c:ou..t.or, tor lib -•ide,..,_ 
tlon 1D r t:! 'NI!UIIC t.llo appo1Dt.ullt. ot 1111 aooi ot.ont.. 

Utoot.1Geat.el71 

ll:n. '"*1 '• D. I; II I i ell, 

-
WTtaJa 

~-
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TREASURY DEPARTMENT 

WASH INGTON 2S 
OfriCCGr 

~., .... ,,[0 or IN,(IIIHAL llllV~-u( Hvreebor 10, 1943, 

MCtOD 

I!OUOIWIDUll for llr, ThOIIpSOD, 

Admin1otrat1To Aasiatant to tho Soorotary , 

Ror;orc!inr; tho att&ohoi letter tro11 l!r . c. Dayt011 Clarke, I 
tiM tho t l!r. Clarke a.o appointed ao a tollporary off1oo 8111ployee 
in tho Third New York Collootioo Diotriot, Grado CAF-1 at $126o 
annual rate, on Jt.nll&l")' 16, 19140. Thio appointment torll1nated 
on J\Ole 30, 1~. ~ Dectllbor 16th ot tho ,...,. year ho ""' reap­
pointed u a t011porary in Grado CAF-2 a t t l.W.o per annUli, anol on 
ll.ay 16, 1941, ho waa r;inn a por~~t.nont appointment at tho sue 
r;rado and ulary, ~ llaroh 1 , 1942, llr. Clarke wao roaoa1p od to 
tho poaition ot ZQno Deputy Collector, Grado CAF-4 at tl600 per 
annum, and on SoptOIIbor 1, 1942, ho ""' adTt.noed to Grado CAF-5 
at t2000 per annUJ1. 

Tho pooition ot Aasiatant to tho Collector io tho rt.nk1nr; 
position in tho Collootor •a orr;anizatiao and io one which cal la 
tor the sorTioea ot a .an of broad experience# & tborou&h kno.• 
lodr;o ot offioo orr;ani.ati on and proooduro and •~eovtlTo ability 
ot a hir;h order. Thoao qvalitioo are eopooia lly iaportant in Tiow 
ot the hon y bvrdono !Jopoood vpao tho Collootor •o oftioo in caomoo­
tion with tho adll1niatration of tho cvrrftt tax 1awo. lD Tiow of 
Mr. Clarke'• relat1Yoly liaite6 eerTice and experience# I aer1oualy 
doubt that ho woulol bo tho ..oat oui t&blo and aniloblo ,.... tor tbo 
poo1tiCOl of Aoo1otant to tho Collector . llaT1nr; 1n 111nd tho 
illportanoo or thlo pooit1cm and tho faot that l!r. Jolmoon un­
doubtedly will bo anxloua to J<!.ko a r;ood record u Collector, I 
rather tool that we obovld awa.it bio roc-ndation tor f1llin& 
tho poaition in quootion, 

.ittaohl1ct . 
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THE WHITE HOUSE 

WASHINGTO N 

llovember 6, 1943. 

JJa;OT!ANDUll I'OR SEX:RhTAR Y liORGEll'THAU: 

This is Tom Lynch• a br other- in- law 

•~ ,~u knon his record . 

El.E<J;<R ROOSEVELT 

, 
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COPI 

2960 Decatur Avenue 

New York, October 3l, 194). 

Oftur ~ro . Roosevelt, 

I undeutand that due to t he recent elevat ion of 

l!r. J omoo Johnson as Collector ot our 1hird D1otrict o! 

Jntern.l Revenue, there is a position open ao Assistant 

Coll•ct.or, and that t his post hao yet to be !Wed. 

I have given considerable thoueht to t he reoponsibility 

ot thio positi on, and kno" that I 11m tully capable of fWir.g 

it . I have been in thh diotrict offico, going on four yea ro 

noVI, Md am well thought of by my ouporior o, although I have 

not spoken to any of them of this matter. 

I cen definitely promiae you that any consideration 

that it given me in the tillins of thio pooition will be 

alwnyo greatly appr eciated by me. 

llother and Pat"7 join me in sending our kindest and 

sincere reeardo. 

Yours, in rtiapeet, 

{Signed) C, Cayton Clarice 
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ft;JORANDUI! JoUR TilE stjC@TAJlX ' S F!LES 

Ueotin& in the Secretary• o O!!ice 
!Jr . ll.cClcr;, Assistant Secretary ot l'l&rJ 

General H1lldring and t..r. White . 
llovember ll, 1943 

JJ . ~loy c:ade eome remark which pro&ptod Secretory Norgenthau 
to ask whether Secretary Stii!'Son had adversely COitQilnted oo hi8 trip 
t.o the front. l.o' . 1/.cCloy replied no, the only thine Secretary StiJIIaon 
euid was the next tinlo General Eisenhonr says he canno t go to the 
l'ront, he will tell him to go to t he devU . 

lir. L!cCloy aaid that Secretary SticiSon had eaid that there were 
eom pointe that Secretary I.Drgentbau wanted to make with r espect to 
his trip in Europe which he, Secretary Stimson, came o"ay from the 
luncheon without hearing the:.>. l 'r . llor genthau laughingly reJllied 
that the reason """ that Secretory Stimson spent alaost the eotir~ 
hour telling hill (J.:r , l:or gonthau) about the book •O&ribaldi and his 
Tl!oWJands .• 

Secretory l.oraenthau in response to !Jr . J.:c:Cloy•s inquiry said 
that he was very favorably impressed with Allied Militory Government 
forward and •11 th the work tba t Colonel l!wne wos doing, and also wHh 
tl18 work that Pole tti was doing in Palermo. In fact, t~ one area 
which he was troubled about was the Brindisi area. He thought the 
AW man there was not up to the job. 

- Secretory aloo expressed tbe view that it lllight be a good 
idea, though that was strictly the ArliiY'• respons1bll1ty, to have 
General 'cSherry cOM back here and e>q:aain to Conjp'eSS the good work 
A1Il was doing. IJ, Vt:Cloy mentioned that they wore tb1nki.ng of having 
Colonel Spofford come bllck and dido' t the Secretary think he would do. 
Secretory !!orgentbau replied that he had not met Spoft'ord, but he knew 
that 1/.cSher ry could do a good job of explaining to Congressional com­
mittees and t he people here what Al!l was doiz•S · 

Socr etary Uor genthau elso said that he had seen General Joyce 
several times and for brief periods . He said the t t.he hli.esion would 
be up agair>.st sooe very saoart Englishmn and he did not think General 
Jo:~ce was up to that kind of a job. 

- Secretory aaid he thought the flnl¥ ought to give some a>re 
thouebt to how long it waa going to continue to pay out or their &J>­
propriat ion for civUian goods eent to I taly to be distributed to tho 
civilian population . General llilldring replied that they bad informed 
the appropriate comittee thl>.t some of their funds were being so spent. 
That still left open the question as to how long they would continue 
to do so . 

lOO v 
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S•cr etary told thee that lw! hl!d approved having the Bri tjsh 
~r~ !or w!W!at and cl~ees~ bought from the J.rsentine, inasruch ae we 
••ere paying fer the commitments so sent acquired in the llni ted 
StoiA~ in o1·der to m.1ke that a 50-50 arrangement , Secretary said 
tl14 t he understood that waa the Aroy 0a viewpoint too and l!cCloy 
and 1Wlclr1n" asccnted. 

Secretary korgenthau told them that Mlrphy and J:<:l.lillan had 
••ked h1J:. for hie vl ew a• to whether they ought to bring about a 
chango i oo tho Italian Gover nment now or wait until our troo;>s got 
into nocoe . Secrotar)• ti>r.;enthau told theta they ought to do it """ 
•nd not to "oit, as it my be many weelca before we got to RoD>e. 

rno Secretary also r eco:-:-oende<l that the ~ ouabt to !'o<>ve a 
eo orle or Treaa\1.'1' accountants •udit the boolce ot the .ull Gove=nt 
,.,..r ely to help the!ll to ge t their accounts perteetl;~ in order . ~ 
an-lot! l.hkt he would start theJ:I at Bl'indiai . &oth J.oc<:lcr;> arul General 
1 ill-it in., said tll8) would be glad to have them. Secretru-y added 
that Joneral leSher17 had also theUllht it ,.ould be " &Ood i dea to 
tlbVO auch audit.s . 

('111<1 discussion wa• interrupted for a telephone call f ro!'! 
:,ecrotary Stimson to l.r. l5c:Cloy . ) 

Mter the call !Jr . & Cloy wanted to know whether we had any 
;,enoral coon:.ocnts on the way the Army worked . The Secretary r e]ll.led 
tha clo•er ho got to the front the 0110re i.ltpro~oed he was ri th the 
~~J iciancy and CO"'!'etence of our Arll1)'; that he thov.ght our Arar:! was 
doinl: a ! !rat rate job at the front, but that in the rear he got 
tha i.t:lprossion that its personnel wore lll>re lax and more ine1'!1eient . 
llowovor, he added that "" a la;yl:lBn he wu not very cooq>etent to 
judge on that lil&tter and that tho Arrrty had plenty of its """ oen 
,,ho wore goins over that phase of tho problu and doubtless with 
llllCh bettor infor...,.tion on it than any hi ~.ad . 

he did feel he said, that there were t.oo """:f men under 25 
who worked at joho that should be pertor0110d by wo...,n. ~ or.entioned 
particul.arly work being done for the .l.!ll and !or tho post exchange• . 
l l' . tlcCloy r eplied that the trouble waa they could not get enough 
><.lee to enlist. 

The Secrotary raised the quos tion about tho discuesions going 
forward wi. th the Br itish nnd on invaaion currency. !.lr . Whi te had 
acmo talagr&""' indicBting t hat the Briti•h were 1ne1sting that 
Eiaenhower solve the problem w1 th the ~)'ench in AJ.giers . Gener al 
Hil.lclring wont or. to explain that since Vlhi to raised the question 
with hl m a few clays ago they were goinG to try to settle the etter 
ln l'laahinaton. Unfortunately, however, there were no French to 
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whom they could officially talk to. llr . l'cCloy sAid that Jean Connet 
Md submitted his credentials for ropres•nting tr.e French l<ational 
Co11r.dttae but J.r , !JcCloy said that he could not talk to him officially 
untU the State Department had cleared tho INlttar llnd he advised 
llonnot to aee the State Department . 
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JleCloy went on to explain that there had been a cho.nse in the 
u·end ot certain matters jn the put month or eo . ~'ormerly questions 
relating to 010netary, currency and directives to liberated areas were 
setUed by his Civil Affairs Committee (on which !.!r . 1Th1te represented 
t.r.a rr ... aury and St.:lte Department also Md reprea6ntat1on) and matters 
wore oetUed fairly axpeditioU8ly . 'l'hon the llrit.1sh informed them ot 
on arrang8110nt which the British had made Yri th tbe llorwegisns . 11ben .• 
be auaaestad they should a:eet to get American approval the Britiab 
said •Oh no,• it was merely for Auerican intormat.1on and not tor ap-
proval by the American Col!!l:ittae, that the utter had already been 
approved by the Bri tis !I C.overnmen t and the ~orwegian Government. 
b:Cl oy said the Britiah nre trying to get aore and 1110re of the 
decieiona setUed in London . \Iith General l'arahall there and the 
exi.lert gover.,...nts the center of authority eeema to be shifting to 
London •nd that the Civil A.ftairs Comm1 ttee here nnder t.k:Cloy was 
getting lost in the larger trend . An important de\'elop=ent in t hio 
trend wao the acquiescence of the United State• to have the head-
quarters or the i mpor tant committee emerginG fioom the l!oscow confer ence 
i.n London. Secr etar y J.!or genthau r emarked that ho thoucht that was an 
error and did not see why Hull committed bi=selt to auee to t hat . 
JAcCloy nodded and said he knew that was so. 

1'1-.e Soorotary stated that i t was his view that the best currency 
to be u.ed in these operations was the allied llili tary currency . 1.!1'. 
l<:Cloy repliod t1w t thet was their view except tor the speuhead 
currency. 'nle 9r1Usb do not want U. S . dollar to be U8ed as spear­
head but wanted to use the local curr~ncy . 'nle matter was st.1ll 
UMet'.led. 

H wu agreed that the excban:;e 01 views wu very helpful and 
they ought to """t ni'ain soon for another diecU8o1on. 

H. c. Ylhite 
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l:Ov ... ber ll, 1943 

, I 1\!:Ilil '0'! 1'HK :'IL'-'i 

Uaeting in Ur . 1ih:lte1 e O!tice 
llcvernber n , 191.3 

2:30 P. !J. 

Present : ltr . 1n1i te 
Sir David \IIlley 
Ur. ~'rieclmM 

Subjects: China ; lloports or 1:heat and cheese into Italy from 
Arcentina; International Stebilintion Fund. 

China 

Sir David .raley called to discus s question of the stabilization 
iloo.rd of C'nina and to r eceive cr. \ihite 1a reaction to hio l etter 
indicat1111: tl:at tlle British favored t.'le continuation of the l!oard. 
l!r . 11bi te indicated that the Treasury' s position was still the same 
a• at the time he hod discussed th1s prol)lom with Sir David ' laley 
prier to infonning the Chinese repreoontet1vos or the u. s. Treasury ' s 
position. •tr. \Illite explained a p,ain that tllc TreL'lury felt that it 
wns in t he bcot interests of the United Stotco and of China not to 
ronow tho 1941 St abilization Agreement; .<ith regard to the British, 
i t was, of course, possible fol' them to continue thoir agreement 
with China , it they so desired . Furthermore, i t was the feeli"'l in 
the TrciiSury t hat, 1f t!le Chinese so doairod, they could still con­
oider the 111atter undor negotiation but that Adler Ylould be asked to 
rosicn nnd the 1941 Agreement wu net to be rencmed. 

Sir David .laley expressed regret that the l!nited Ststes and 
Oreat Britain did not have an identical policy on this ""'t.ter. l!r. 
·•hi t e 1ncl1ca ted that the Treasury 1rould have no objection to the 
llriti•h teldna the saz:e action as tho u. S. Treasury. In t his ·.-my, 
t.~e t•o Oovor~ents ~ould have identical policies . 

Sir David asked regarding tho dollar po.t1t1on ol the Stabili­
zation Bo<Lrd . It was pointed out to him that the Stabilization 
BooN had no outstanding coomd.trncnte to the u. S. Treasury. llr . 
olhito llloo indicated to Sir David tlUl.t he believed that there was 
no ccnnoction bet\reen the sterlinc and dollar accounts of the Board, 
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;rmpor cs of~ and cheese ~ ll!Q.l ~ Argentim 

Sir David then r ailled the question o! tho .,heat and cheese which 
vrn• boinu obtained !or import i nto Italy from the Argentine. !Jr • 
. •1d te outlined th~ situation aa ha had r aoeiv ad 1 t !rom tho Army, 
r>eintin,:: out that ~he u. s. tu-nw folt t hut the Britioh ohould bear 
the coo t or sv.ch impor ts ! rom the Argentine Wlt1l the llritish had 

orne up to SOt of the total c ost ot ouch typo ot 11:tports into Italy. 
•.r. ,,r,<to also indica ted tlla t on tile bub o! inlorr.>ation which he 
• .ad r ccd ·ted !rom the ~ he tel t that t nil .rould bo a reasonable 
,.,.1tion. l>'ir David said t •Ult he disAgreed \rl. th t:li3 position and 
1nstud S1J.""Cated t!>at purcha s es ot t :lia sort from t:drd countries 
'•oull! be on a 50-50 bui.s . He coo::onted that t11o decision in this 

c.. e i;;bt boco:oe a precedent t or relief operations . J.:r . .. :-.ite 
poi nted out that deci.sions roeArdinc rellet OJ'l(lrations r.ere being 
Cl3de nt .\tlontie City a11d that this was purely o milita.t:r prol>l.Em. 

Sir David t hen sut:;~sted tl.:tt a n ·ovisionAl decision be .. .ade 
tmci ncain JI'MO t<le S\>gt;estion ot n 50- 50 buia £or purchaccs !rQl 
t '•ird countrieo, arguing t he dis parity of r ooourcos between t he 
llnited Kinfl(lom "nd the Unit ed States. so, o die cuss ion regarding 
tho difforont contri butions Ymich \TOl'O GOing to be >DAdO by the 
United Kinedo!ll snd Ulo United States then took !>l ncc o.nd it r1as 
•uc cnted by J.:r • .rn.Ltc t!>at mor e information should be gotten r eeard­
ing the t otal picture b . !orc nny doti.nito docision wos made r eg<lrding 
tho •."i!14ncinc of the .. meat and cheese imports . 

Tho '1ucst.1on arose M to Tfhotl or IA)":"rents f or t ri s oineat and 
c :cese .:e;.., to be mde in sterllll!l or dollot·s and it m>S acr<'ed that 
t .io would depend on ..no did the procur1na. .:. ..r l.£.•11<i indicated that 
~o unde•·st<>od. tt.at the w'~t 1ms to be pe.id tor by the \mite<! States 
nnd t ho c >ecs c to be !)3id for by the on1ted •:ingd.,... 'The coot of 
the chccoo would be consi.derabl;t less tno.n t he coot of t<>e "'heat . 

lJ' • . n.ite indicated that r.e had in!omcd t<>e Arou t:..at in his 
opinion financing should not stand in tho w~ o! cons"""""ti ll!l tile 
[lUl'CMsos . Si r David i ndicated co!lij)lote agreement ttl. tb this position. 

Intornntionnl Stabilization l>wnd 

Sir J.lovid ea1d that he proposed to visit Congreseman D<mey to 
discuss with hiJn the pr opo3<1lll for int ornationsl moneta1·y st.nbi.lization. 
lie 10:ormod Hr . ·.rnite that Corl{,'l'OsSI!Uill Dewey had nttem?ted to make an 
ap)>Ointoont r.i.th Lord Keynes through Lord Ke:11'00 1 nephew, but that Lord 
Koynca had refused to r.akc the appointment . eecause o! t.,.,is, Sir ll<lvid 
mabed t o ••• Coneresscan Dewey. J.:r. l•hite indicated that Treasury 
would have no objection to Sir David 11 calling on Congress:oan Dewey 
end dieeussing m.tb bi.1ll proposals !or 1ntcrnationo.l. r.onctary stabi.li­
:ation. 

I • S . ~'riedron 
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TWELFTH REPORT TO CONGRESS 

ON LEND-LEASE OPERATIONS 

Reverse Lend-Lease A id from the 

British Commonwealth ol Nations 

'''Ibc Presidcot &om time to time, but aoc leu frcq=tlr tlwl ooa: 
CYcrf Diotty days. a.hall cn.ns.mit to the Coa.vcss a report ol opc:ratioas 
uodcr <his A« eu<p< sach Wormatioo u be deems iacompatible with 

che public iorercsc to ditdoec.'' 
(From Se<tica :1, sub«« ioo b ol " An Act to Promo« the Ddeu>c ol 
the Uni«:d State~" (Public Law No. 11, 77th Cougrm, ln Seuioo).) 
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T O T H1! CoNGRIISS OP THB UN11"ED STATES OP AMEluCk 

Since the enaccment of the Lend-Lease Act in March of 1941, 
I have transmitted to the CongreJS eleven reports describing 
the leod-lea.se aid which has been furnished by the United 
StateS. Tht$0 reports have also included iofottoacioo with 
respect to the types and quaorities of reverse lend-1~ aid 
provided to the United States by the various lend-lease coun­
tries. While a complete account of the reverse lend-lease aid 
which we have received is not yet available, the Statements 
recently received from the Governments of the United King­
dom, Ausualia and New Zealand and from our Army make it 
possible for me to report to you at t.his time regarding a put 
of the expenditures made by the British Commonwealth of 
Nations for reverse lend-lease aid to the United States. 

The overwhelming bene6t which the United States bas 
received from its lend-lease program has, of course, been the 
pooling of resources and the combined effort of the United 
Nations against the Axis countries. Each of the United 
Nations bas contributed. There is, of course, no physical or 
financial standard of value by which we can measure the mili­
tary contribution to the war on land or sea or in the air which 
has been made by our allies or ourselves. One thing is clear: 
by the help which our friends and allies have given us, and 
by the help which we have given them in the common cause, 
we have not only made progress in the war, but we have 
saved the lives of many of our own boys as well as those of 
our allies. 

The Mascer Agreements entered into with Great Britain, 
the Soviet Union, China and other United Nations receiving 
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lend-lease aid establish the principles which govern the lend· 
le•se telationship. The other United Nations, under the • 
M>ster Lend-Le:ase Agteements, have agreed to contribute to 
the defense of the United Sutes by providing as reverse lend· 
lease aid all articles, services, facilities or information which 
they can furnish. Under th~ agreeme~ts, all lend-lease 
supplies, such as, for example, merchant shtps or c~rgo planes, 
which are oot used up in the war, can be requued by the 
Ptesidem to be returned at the end of cite present emergency. 
Article VJJ of the Master Agreements entered into with the 
United Nations receiving lend-lease aid provides thu they will 
join with the United States in working toward some of the 
rconomic conditions which are a prerequisite ro a secure 
peace. 

The Muter Lend-Le:ase Agreements do not determine the 
6nal settlement, but leave that for determination at some 
future date. 

As conditions have permitted, our allies have expaocted the 
scope and nature of their reverse lend-lease aid. 

During the past summer, the United Kingdom agreed to 
extend reverse lend-lease aid to include not only goods, services 
and information for our armed forces, but also raw materials, 
commodities and foodstuffs hitherto purchased, for export, in 
the United Kingdom and the British Colonies by or on behalf • 
of United States Government agencies. Discussions on the 
administr.tion and procedure for the handling of the contracts, 
tr.nsfers 2nd other deuils are now going forward. 

This plan will make available to the United Stares, under 
n:vcm lend-lease and without payment, such materials and 
foodstuffs as rubber from Ceylon, Trinidad, British Guiana 
and British Honduras, sisal and pyn:thrum from British East 
Africa, ubestos and chrome from Southern Rhodesia, cocoa 
from British West Africa, tea and coconut oil from Ceylon, 
and benzol and tar acids from the United Kingdom. 

British shipping for these raw materials and foodsruJTs from 
aU poru of the British Commonwealth wiU also be made 
available under reverse lend-lease. 

Discus.sions arc also undc( way with the other. Governments 
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0 
of the British Commonwealth looking toward a like arranse­
ment for the provision of materials and foodstuiTs as n:vcnc: 
lend-lease aid. 

As of June 30, 19<13, the British Commonwealth of Nations 
reported that expenditures of about $1,171,000,000 had been 
made for reverse lend-lease aid. The United Kingdom has 
expended :ibout $871,000,000 of this amount; and Australia, 
New Zcabnd and India have expended approximately 
$300,000,000. Based upon estimates for the firs t six months of 
this year, expenditures by the British Commonwealth for 
reverse lcnd·lcuc aid to the United States are now at an annual 
rate of about $1,250,000,000. This docs not take into account 
the anticipated exports of raw ma~als, commodities, and 
foodstuJTs for the account of the United States. 

The data necessary for even an incomplete aocounting of the 
monctuycxpenditures by the British Commonwealth forrevcnc: 
lend-lease assistance to the United Sutcs have been sathered 
in the face of difficulties. British aid is re<~dered to the armed 
forces of the United States all over the world. Usually it is 
under conditions very diJTereot from those snrtounding lend· 
lease from the United States, which Oows from a central source. 
Many supplies and services have been .made availa~le by. the 
British to United States >rmcd forces m North Afnca, S1cJiy 
and elsewhere for which no report has yet been received. 

The figures set forth in this report include expenditures 
made by the British Commonwealth for newly const;~cted 
bartaclcs military airports, hospiuls and other mihtary 
&cilities' for our armed forces. They do nor include such 
&cilities made available to our armed forces where no out-of· 
pocket expenditures have been made for ~eir consrru_ction 
since our entry into the war. These ~nnsh cx~d1!ures 
wete from appropriated funds which requited 6nancms e1ther 
through taxation or borrowing. They are companblc.to_rhe 
expenditures made by the United Surcs from ap!"o~tauonJ 
for lC11d·le•se purposes which include funds for capltal•nstalla· 
tions in this country, such as munitions plants, shipyards and 
other facilities. It bas not yet been determined how such lCftd· 
lease or rcveru lend-lease expenditures will be entered or 
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tr~ted in the fin•J setdement under the lend-lease agreements. 
They will, of course, be considered when the final setdement 
is made. The Msner Agreement provides that in the find • 
determination of the bendiu to be provided to the United 
States, "full cogniunce shill be talceo of aU propeny, serv-
ices, information, facilities, or other benefits or considerations 
provided by the Government of the United Kingdom subse­
quent to March 11, 1941, and accepted or acknowledged by 
the President on beha lf of the United States of America." 

The Governments of the British Commonwealth have sub­
mitted their statement of expenditures for the reverse lend· 
lease aid covered in this report in pounds. To make these 
figures more intelligible to the American people, these expendi· 
turcs have been translated into dolb.rs at the official exchange 
rates. This m•y be misleading because the rate of exchange 
used cannot, especi.Jly under war conditions, alwaya reflect 
comparable values in terms of purchasing power, oun-hours 
of work or materials. But in spite of the misconceprion 
which IDJY result from translating the pound expenditure 
figures into dollars at the otlici.J rates of exchange, I think it 
is desirable to provide the Congress and the people of this 
count!)' with the best available indication as tO the expendi· 
tures m•de by the British Commonwealth for reverse lend· 
lease •id. 

Exclusive of 'the expenditures [for supplies transferred in • 
Coloniol theotres of war, American !forces have received aid 
throush reverse lend-lease channels for which the United 
Kingdom made expenditures of $871,000,000 as of June 30, 
1943 as follows: 

Goods and s.ervices . . . .. .. .. . . . .. . . .. . . . . $331,000,000 
Shipping.... . ......... ....... .... . ... . . 169,000,000 
Airpons, bamclcs, hospitals and other con· 

sttuction ...... ... ....... ... .... . ..... 371,000,000 

TOTAL... ..... .................... . 871,000,000 
We arc •II familiar with the role which the Eighth Air 

Force has played, in collaboration with the Royal Air Force, 
in preparing the way for the invasion of Europe. It is not as 

widely known that the operation of reyenc: lend-lease has 

0 
made contributions to the ourstanding pecfortnanee of our air 
forces based in the United Kingdom. 

Under reverse lend-lease, the British have provided our 
bomber and fighter commands with many necessary items. 
Specially heated winter flying clothing to protect bomber 
crews from the intense cold sufi'ered at high altitudes was 
supplied by the British to our air forces. When certain United 
States fighter gun sights proved less effective than the sights 
employed by British fighters, the Royal Air Forte provided a 
suJ)S(anrial number of British-type sights for immediate instal· 
lation. American bombers have been equipped by the British 
with photographic equipment effective in obtaining photo­
graphs of the target during the bomb run. The British have 
.Jso provided facilities for the development and production of 
a new type of protective body armor designed by our medical 
authorities. 

A varicry of other aid has also boeo provided for our air 
forces by the United Kingdom. Mobile repair shops located 
throughout the United Kingdom recondition American 
bombers forced to make crash landings. A one-man dinghy, 
developed by the British for parachute landings at sea, pro­
vides pilots of American planes with a one-man floating raft. 
Specialized British radio equipment has been installed in 
American planes which has given greater safety to our bomber 
crews, and bas improved the effectiveness of our bombing 
missions. For purposes of recognition training, the Royal Air 
Force has delivered to the United States Air Fortes more than 
60,000 items of aircraft, warship and armed vehicle recognition 
devices. These are but a few instances of the aid which~ has 
been provided to our air forces under reverse lend-lease and 
,vithout payment by us. 

Although Grear Britain depends upon imports for a Iarse 
portion of her curtailed food supply, she is providing American 
forces with substantial amountS of foodstulf1 as reverse lend· 
lease aid. These range from fresh vegetables, flour and pota· 
toes to coro-on·the-<:ob and soh drinks. 

Australia, New wlaod, and India have also provided 
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Unitt<! States forces in those areas with substantial reverse 
Jmd-lease aid including most of their food. 

The Austr;lian Govemmmt has officially estimattd the • 
expenditures for reverse lmd-lease aid to the Unitt<! Sutes at 
£A60 792,000 as of June 30, 1943. As the official rate of 
excba~ge of a £11. equals $3.23, this indicates a dollar value of 
about $196,000,000. This sum is dividtd into the following 
major categories: 

Stores and provisions . . . . . .. . • . . • . . . . . . . . $39,000,000 
Technical equipment.... . .... . . .. . . . .... 7,000,000 
Motor tuns port . . . . . . . . . .. . . . . . . . . . . . . . 14,000,000 
Aircraft nores and equipmeot.... ........ 16,000,obo 
Genoral stores . . . . . . . .. .. .. . . .. . . . . .. .. . 24,000,000 
Transportation and common.icat.ion . . . . . . . 21,000,000 
Shipping........ .............. ......... 7,000,000 
Wa<ks, buildings, and hicings . . . . . . . . . . . . 66,000,000 
Miscellaneous. . . . . . . . .. .. .. .. .. . .. . . .. . 2,000,000 

TOTAL... . . • . . .. . .. .. .. . .. .. .. .. .. • 196,000,000 
Australia and New Zealand have supplitd American forces 

in the South and Southwest Pacilic with the bulk of their 
foodSiuJT requiremmcs on a ration scale comparable to the 
basic • llowance of the American Army. This program 
includes fresh, dritd and canntd products, and in some cases 
in the lme.r category requires amounts ranging up to 100% 
of total Australian production. The following aJr the quan· • 
tities of the principal types of foodstuffs the United Scates has 
received from Aumalia as reverse lend-lease throug,b June 
~~~3 : . 

Meat. ........ .. .... .. .. .. ...... . . 
Bread, biscuitS, and cereals ......... . 
Potuoes .................. . ...... . 
Vogetables and fruit ............... . 
Canntd foods ..................... . 
Emergency rations .. .............. . 
Sugar ... .................. ....... . 
Butter ...... .. ................... . 
Condensed milk ....... ............ . 
Fresh milk ... ................... .. 
Fresh eggs ..... . .............. . 
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61,480,000 pounds 
48,110,000 pounds 
29,762,000 pounds 
49,931,000 pounds 
28,340,000 pounds 
2,231,000 pounds 

11,782,000 pounds 
6,628,000 pounds 
8,711,000 pounds 

11,500,000 pinta 
22,000,000 doxen 

Although clothioa rationing has beeo introduucl in Aus­
tralia, the Govemmmt has undertaken an extensive clothing 
manufacturing proara.m for the Uoittd States forces. This 
proaram includes millions of pairs of socks and hundreds of 
thousands of shirts, jack.eu, trousers, pull-overs, undercloth­
ing, boots and shoes and blankets. 

Recreational netds of Americ•n soldiers have been met by 
an Australian program which calls for every type of game and 
accessory from boxing gloves to mtdicine balls-in all, more 
than 420,000 items of such equipment. ~ 

Numerous bospiuls, including the newest and most modern 
in the coun<ry, have been made available to tbe United States 
ll.rtny for its exclusive use. 

Official air, rail, and water passenger costs and freight, and 
cable and telegraph expensa of our trOOps are paid by the 
Commonwealth Government as reverse lend-lease aid. 

II. large number of small ships of various types bas beeo 
turotd over to American authorities, and Australian shipyards 
are now turning out landing barges aod small vessels for the 
combat use of our forces. 

On September 29, 1943, the Australian Minister of Finance 
introductd the Commonwealth budget for the cu!Tent fiscal 
year in the Australian Parliament. He estimattd that 
Australia will spend approximately $323,000,000 for revene 
lend-lease during the year July I, 1943 to June 30, 1944. 

New Ze.aland, no less than Auscralia and the United King· 
dom, hu supplied its share of reverse lend-lease aid . For the 
period ending June 30, 1943, the New Zealand Government 
bas ot!ici•lly reporttd having expended $51,000,000 fot reverse 
lend-lease aid to the Unitt<! States, made up as follows: 

Supplies, services, and foodstuffs ........... $24,000,000 
Campa.................................. 6,000,000 
Hospitals . . . .. .. . .. .. .. .. .. . .. .. . .. . .. . . . 3,000,000 
Warebousa............ ... ... .... .. .. .. . . 5,000,000 
Miscdlaneous building projects......... ... 7,000,000 
Ship consuuction ......................... 6,000,000 

TOTAL .. .............. .... - .. . .. -.... 51,000,000 
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New Zealand, with Australia, is the food ba•ket of American 
forces Sllltioned throughout the South Pacific a=. In order 
better to provide for the needs of onr trOops i.o remote Pacific t) 
isJ.nds, New Zealand has sreatly increa$ed her capacity for 
the packing, canni.og and dehydration of meat~, vegetables 
and dairy products. Although its population is less than 
1,700,CXX>, this Domi.oion has supplied the United States under 
reverse lend-lease and without charge with more than 
170,CXX>,CXX> pounds of foodstuffs during the year ending June 
30, 1943, as follows: 

Fresh mea<. . .... . ... · . . . . .. . . . .... . 49,6SO,OOO pounds 
Canned and smoked meat. . ... . . .... 21,600,CXX) pounds 
Potatoes. . . . . . . .. . . . . .. . .. . . . . . . . . 9,1SO,OOO pounds 
Other vegetables . . ..... •.. .. .. •.... 24,12S,CXX> pounds 
Fruit. ............ .... ............ 10,82S,OOO pounds 
Burrer and eheese . . . . . . . . . . . . . . . . . . 12,.SSO,OOO pounds 
Otber d•iry.'produee . .. ... .. ........ 10,000,000 pounds 
Sugar... . . . . . .. . .. .. .. . .. .. .. • . . .. 7,100,000 pound• 
Flour and other cereals ..... ...... . . l3,72S,OOO pounds 
Miscellaneous supplies .. . . . .... . .... ll,47.S,OOO pounds 

New Ze2laod also supplies numerous articles of clothing, 
including shoes and textiles, to United States forces as reverse 
lend-lease aid . When American requirements were added to 
those of local forces, New Zealand found it necessary co ration • 
the civilian supply of clothing to less than one full outfit per 
year. 

American requiremencs under reverse lend-lease have dso 
occasioned shor~ges in many other phases of New Ze•land's 
civilian life. Nevertheless, the Dominion continues greatly 
to erpaod the seope and volume of her reverse lend-lea.se to 
the United Stlltes, and during the present fiscal year about 
$6.S,CXX>,CXX> has been budgeted for this purpose. 

While no official report has yet been received from the 
Government oflndi•, our Artny reports total expenditures by 
India for reverse lend-lease aid of approximately $.56,900,000, 
divided as follows: 
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Military nom and equipment. .. .... ... ... . $.5,421,000 
Transportation and communication. ..... . .. 3,161,000 
Petroleum products ..... ...... ... .. . ....... 13,127,000 
Construction .............. . .. . .. .. ....... 31,413,CXX> 
Su!Mistence. . . . . . . . .. . . . .. . . .. . . . .. • .. . . . . 3, ns,ooo 

TOTAL . ... . . ... ........ ... . .. . ...... . .s6.900,CXX> 

We have received aviation gasoline, motor gasoline and 
lubricating oil, and leuer amounts of other petro!eum prod· 
ucts from the Indi:tn Government for use by Ame11can forces. 
A part of the motor fuel has been used in a number of trucks 
and passenger cars given our troops without payment as 
reverse lend-lease aid. In addition, United Stares Artay 
groups have been all'orded postal, telegra~b, and tel.ep?one 
facilities. water and electric power, fumulungs for buoldiDgs, 
and items of clothing, includi.og mosquito- and 8U•'proof 
outfits. · 

Canada bas received no !cod-lease aid from the United 
States. She has paid cash for the supplies obtained in t.his 
country. It may be noted, however, that Canada has already 
made a billion dollars worth of aid available without payment 
to the United Kingdom and is now engaged in ma~ing a~ail· 
able another billion dollars worth of aid to the Unoted Kong· 
dom, Russia, China and the other United Nations on a mutual 

aid program similar to our lend-lease program. . . 

This statement of the expenditures made by .the B~utsh 
Commonwealth of Nations for reverse lend-lease aod fumuhed 
to the United States, and of the crp&osioo of this program so 

. cl d rports of maternls and foodstuffs for the account astoon u ee . d th 
of United Stlltes agencies from the Unit~ ~ngdom ~0 e 
British Colonies, emphasius the coombutoon whoch . the 
British Commonwealth hu made ''to the dcfcose of the U~oted 

States" while taking its place on the f»:t~clronts. It IS ~o 
indication of the extent to which the Bnush have been ab e 
to pool their resources with ours so that the needed weapon 
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may be in rbe bands of rbu soldier-whatever may be his 
nuionality-wbo can 2t rbe proper moment use it mou 
elfeetivdy to defeat our common enemies. ~ O 

Tna Wnrn Housa, 
November 11, 1943. 
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Fuma.m D. ROOCBVBt.T. 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

to Secretary llorgentb&u 

'"oM Randolph Paul 

OATil Nu~ 111S4a 

You inquired about the general status of Italian 

1risonere of war, in vier. of the present relationships with 
Italy. 

I talian prisoners of war in custody of the United 
3tates at t he time of the armistice with Italy remain prisoners 
of war pending further agreement between this eovernment and 
lhe Italian authorities . lieither the ar111istice concluded nor 
the subsequent recognition of the co-belligerent status of 
ItA.ly affects the position of these prisoners of war . 

For your information, there is attached a memorandum 
'J,ich sUllll11llrizes the position of It lian prisoners of war . 

'· 
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1!E!,:ORAI-'DUM RE ITALIAN PRISOliERS OF WAR 

The status and treatment of war pr isoners is 
covered in great detail in the Geneva Convention signed in 
1929 end proclaimed by the President as binding upon this 
country in 1932. Article 75 of the Convention provides: 

tt:lhen belligerents conclude a con­
vention of armistice, they cust, in 
pt•inciple, have appear therein stifula­
tions regarding the repatriation of 
prisoners of war . If it has not been 
possible to insert sti~ulations in this 
regard in such convent1on, belligerents 
shall nevertheless come to an agreement 
in this regard as soon a8 possible . In 
any case, repatriation of r•risoners shall 
be effected with the l east possible delay 
after the conc::!iilsion of pee.oe ." 

The armistice concluded between the United States 
and Italy contains no provTsion dealing with Italian prisoners 
of war l1eld by any of the United !lations . Therefore they 
remain prisoners of war uendi.ng an agreement between the 
countries a8 contemplatea by the Geneva Convention . In the 
absence of such an agreement they remain prisoners until the 
conclusion of a treaty of peace . Prior to the Geneva Con­
vention there was no suggestion in tho authorities on inter­
national lavt that t here be any liberation or rertriation of 
rrisoners durina the period of an armistice . I was simply 
required that they be liberated and repatriated to their olfll 
countr ies upon conclusion of the peace treat~. 2 Oppenheim 
International Law (Lauterpacht's 5th Edit,l.on) Sec . 132. 
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The Geneva Convention contains detailed provisions 
to protect prisoners , insure hwnane treatment, require that 
they be given adequate food, clothing and medical care, oppor­
tunity for worship, opportunity to commw1icate with relatives, 
~nd an opportunity to pres~nt grievances . Officers and persons 
of equivalent status shall be entitled to the pay given an 
officer of equivalent rank in the military forc es of the cap­
tor country, or his pay in his orrn •Mil¥• whichever is lower. 
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Enlisted men may be required to work at tasks which 
have no direct relation to war operations , The Convention 
contains detailed provisions limiting the hours of work and 
r rotectlng prisoners against hazardous occupations. Prisoners 
r.orklng apart from the administration, manaeement and main­
tenance of prisoner camps are to be paid on a basis to ' be 
fixed by agreements between the belligerent~ . In the absence 
of a~reement the Convention sets forth a standard for the 
determ~nation of wages . 
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I am advi sed informally by the War Department that 
no such agreements have been concluded with either .I taly or ~-
~emany . ·.-;e are ~ying prisoners ten cents e. day and eiMty 
cents per dey add~tional i f they engage i n work outside the 
camps . These payments are not made in cash but are credited 
to their accounts and can be spent in canteens . 

The declaration of the United States, Great Britain 
and the Soviet Union recognizin~ the co-belligerency of Italy 
ln the war against Germany specifically states that t his de­
claration does not affect the terms of the armistice and that 
such tnms I'eme.in in full force and effoot . Thus Italian 
prisoners held here remain our prisoners, and this status is 
not changed until we have either come to an agreement with 
the Italian government, as contemplated by the Geneva Conventicn, 
or until the conclusion of a treaty o£~,.a,,• 
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THI[ WHJTI[ HOUSI[ 

WASHINGTON 

llovember 8 , 1943 , 

H!::!CRAliDt.n! FOR 

':'HE s:CRE':'ARY OF THE :'R:.:ASUi\Y: 

'•'111 y•Ju reillY to t:-.e 

e:1closed !"ro;: !:n.yor :.O.Guardin? 

r .:> .F . • 

--\ 
' 

, 

110 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



TREASURY DEPARTMENT 

INTER OI'I'ICII: COMMUNICATION 

DAT& NOV 111943 

TO "acre tary llorgen thau 

""o~ !l!UJdolph Paul 

~.l ; ect : Gol d Shipments to Argentina 

;~ rreviouslJ reported to you, two shipments of gold of 

a~.roxir~tely $1 , 250,000 each, held by t he Central Bank in 

t:.ls country, have already left t he United States bound for 

t!.e .rt;entine. The Federal Reserve Bank has advised that they 

;,ave instructions to mske a shipment of approximately $1, 250,000 

of ~;old 1-l~h t hey now hold for the Central Bank, on each of the 

following boats which are scheduled to sail as indicated : 

Iguazu 
San Juan 
)[endoza 
Diamantes 
Chico 
Gallejos 
Teuco 
Chubut 

' 

.· 

November 10 
November 12 
llovember 15 
liovember 20 
november 25 
December 2 
December 5 
December 9 

' 
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TO 

T REASURY DEPARTM ENT 

IN T ER OFFICE COMM UNICATION 

Secre t ary hlor genthau 

Randol ph l:'aul 

·.• oAn t{ov. 11, 1943 

Attached are copies of despatches Hhich we have 
just received concerning the Argentine probl em. The f i r st 
is e cnble f rom Ar mour concerning a r ecent discussion with 
t:.e 1 inisters of Forei~n Affairs and r'inanoe concerni ng the 
s eciol blocking of t he Banco de la .acion and t he Banco •" 
ue la trovincia . The secona is from .. inant and ~ives t he 
unoffic i al views of t he British concer ninr, the freezing of 
olrgentina . 

You will be interested to observe the reaction 
of t1 e Ar gentine Government t o t he aide- ll'emoit·e presented 
b,/ Arrr.or r concerning our action in blocking the Banco de 
la .. ncion and the Banco de la l'r ovincia . I nstead of 
violently objecting t o t his action, the kinister s of l1oreign 
Affairs and nnance concede that "questionable transactions" 
have been takin~ place and, betraying an i gnorance of t he 
obligations alr eady assumed by Argent ina, offer vague and 
c;eneral assurances in an effort to •• ave t he banks unblocked. 

# 
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t:ontevideo ~-i: tela~:.rc:r. must be paraphrased 
10,~.or-. buin.,. comr_unicuted to 
•.. ,one otl.cr tl.an a Governmental 
,, ,c. . (EP. ) 

Dated i:ovember 8, 1943 

Rcc ' d 5:41p.m. 

"CCI'cte.r , Of Stute , 

'J:i:: , •. OV~i.lber 8, 5 p. m. 

iJncvrJ: irced rw.1ors are circulc. tin., here t o the 

effect t r.t.t the Banco de L& l:aclon . ..rcentinA is tr lills­

.rorrin.., dollar credits to the Banco do La Republica del 

~e~es.ted to Buenos Aires . 

D.S.SOll 
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PARAPBRASE OF TELEGRAL RECEIVED 

,.met•ican Embassy - Buenos Aires 

Secr etary of State - Washington 

!lovomber 6, 194.3 
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.Jter reading the aide-memoire (see Err.b&ssy 1 s cable of Hovel!lber 
.. o. :t:lS) tl.c Unister of Finance shted that he agreed with us (I 
r.a~ nccor:.panied by Bohan) that undoubtedly questionable transactions 
:.-· bee- carl'ied out, but that such thin.,$ "ould no t be pei'!:L tted in 
.:· et:.Lr.e under t he new finance t.dministration. Because he v.es •An<~• 'I · 

:zlr.
0 
~atters in his own hands and he could assure l!le that no operat 

.• oulc le ctu•ried out in the future V~hich ...:ould be ob jectionable, for 
thi5 re~son he was not interested in the past history of the case • 
.. t Li•is point in the conversation, the Foreign l.iinis tel' interrupted 
to stL.te "we [;iVe you our guarantees on tt,is ." Thnt since these 
-..lllit'antces hnd been e;iven, the Finance l.iinister continued, the Treasury 
\L'ldou'ot edl~ would 17ish to unblock these two banks , especially as it 
1.ould be entirely agreeable to t he l:inister for the bank 1 s correspond­
cats to subn.i t informally full information regardinG any future tr&ns­
Lctions to the United States Treasury. 

Throu~hout the entire interview the J:inisters shorted a cor.~plete 
:ac~: of uno.erstandin& of the Rio and \7ashin1.ton resolutions and 
t_eir recomcendations could have been interpreted as assurances that 
:uch resolutions , providicg the two banks are unblocked, would be 
effectively implemented. Because of the bland ass~tion on their part 
that everythinr. "ould be all right once the banks were cleared, 'fJI/ 
~tter.pto to obtain more specific infornation were unsuccessful . Our 
vic7:s nre that such generalized statements mean nothing end I believe 
the Dep&rtment will concur. In view of its clear tendencies and 
ru~ounced policies, I personally cannot see how this gover nu.ent could 
?e. counted upon for any effective implementation. In a vain and 
1llusory attempt to secure such implementation, I fur t hermore, feel 
strongly that under the circumstances we should not prejudice the 
effective use of the material accompanying despatch iio. 124.48. 
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I Muld t.ppreci&te the Department ' s views with respect to the 
·el.t step to be taken as the J.f.inisters clearly expect e.n ear ly 
:,e. 1· l o tho i l' naive proposal. 
• • J 
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It m~>~ be the wish of the Department for me to see the llini sters 
b ~in cnu i nform them that if they are willinG officially to fur nish 
~ oveJ'n!.lcnt \'li th concrete information as to the specific measures 

~~ eTr ,_ov.rnment is prept.red to take in order to implement effectively 
t o .• rtincnt P.io and ·:lashing ton resolutions, the Treasury Departn:ent 
. :1f be ),(. (• to consi der the elimination from the special blocked 
::Ltion&.ls hst t hese two b£Ilks . Frankly Tie oe.n see no alternative • 
. ~cec!ure Llthou.,h it is realized tl.et t his course of action may lead • 

;~ _rotr&cted discussions . 

i.Rl.'Oli'R 
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;:;,; ~ el of E':ro r.as asked by Bliss , hi£;!: :zi.' offici Ill, to see , . 
~ ro ... ur~in ... tl.o proposed f reezing of ,jr~entine fu::ds . It T.E.s stated 
•• . : _ t .. r.t :z .. hr<J been asked for its op1.nion re~;arding .joint action 

: • • riti~i• Ld v.1ited States in freezin:.. :..rcentine balSLces . W:.l 
·:~.: !•red .;ith Forei .:;n Office and Treasury and it v:as decided that 
t..~ '.. .. i ted :J.n,dom could not join t he Uni ted St ates and f r eeze .:r:;en­
t~e stcrlinv balances . 

:.ccordinc; to Bliss , t he position of British offici als is t ha t 
:~o .. ti.e Br i tish point of view t he special accow1t arrDnr;ement is 
~utls.LactOI'Y and accomplishes everything which t he Br itish feel is 
nacess~.ry . In t his connection it was mentioned by Bliss that Argen­
t:::e .terlint; balances amount to about 50 million pounds . J.:E/1 feels 
f;~ t since United Kingdom is now 1aore t han ever dependent on Argen­
t;.u for certain vital supplies , notably meat , unfortunate rcpercus­
s"~ns ..l0 ht result should the United Kingdom take steps to freeze the 
::rlin., bo.lances . Evidently t his position has bee.1 co=unicated to 

: ... :r:tish .:mbnss:t· in Washington. It is stated by Bliss t hat t he 
l:~; in tLe ~erican press regarding the proposed f reezing action 
,rJ1. .. hl, has lessened the effectiveness of the 11hole proposal, The 
.• :er:cnn story on this matter was copied by London papers . 

. , It v:e.s indicated by Bliss the. t United States Treasury has recently 
oloc.-:ed on an ad hoc basis the balances of t he Banco de la Hacione 
':'·: t:,e Banco de la Provincia. It was sus~;ested by him t hat sterling 
~unds in Argenti ne banks could not be blocked in t his ma.mer by the 
.nitcd t..in~;dom because of the necessi tyaf financing shipments of meat 
to the United Kingdom f r om Argentina. 

. .. Ey~dently JJ».'I had also pecei ved en inquiry ~rom t he British Embassy 
l.ll •lns.ungton regarding lJ!l'i' s attitude t o t he Un1 t ed States 
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, ilbLeral freczins action. It VIas indicated by Bliss at t his 
-:;;int the t this may ultimately turn out to be an issue over which the 
· rlt ish and United States Governments may differ with the result that 
ench 1~ill .follow its own poli cy. However, be Vlisbed to state that 
in hi s opi nion .American freezing of Argentine dollar balances VIi t h­
out cccompanying freezing by the British of sterling balances might 
te exploited in Argent ina as indicating a split in the Uni ted Nations 
over thi s issue with the result t hat United States freezing action 
.iuht no t hnve the desired policy effect in Argentina, 

It 1.as added by Bliss that the vossibili ty t hat Argentina might ,. 
be dr-iven in re taliation to create difficulties over meat supplies 
for the Uni ted Kincdom was a second more important reason for question­
L-~ t .. c desi rabilitl' of unilateral freezin{; bJ' United States. It 
r.~3 .!';>intcd out b¥ him that tHs would effect purely British civilian 
<-•d ::ilihr )' su~plies and also supplies for Alnerican army personnel 
stutioaed in t he British Isles , 

I t ,,us further stated by 3liss that he was making this kno1•m on 
~ turel y inf ormal and unoffic i al basis but intimated that it might 
be ltel p.Cul if tnis opinion coul d be brought through appropr iate cn<uu"• ... ~· 
tc ti.e notice of the appropri ate .i\l!lerican officials • 

.. o observ&.tions on the foregoing Vlere made by Spiegel e.nd he con­
flnec! himself to stat ing that the information would be t ransmitted to 
t:.e t.ppropriate authorities by him. It is requested that we be sent 
instructions if the Department desires any reply to be made. 
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W, dear General Strong: 

Thank you ~•rr much tor your letter ot 
November lOth in regard to the Argentine public 
opinion. Way I oompliaent you on thia very 
intelligent repor t . Until tbia queation of 
fraesing the Argentina aaaata in tbia oountry 
is aettlad, I would appraciate receiving a 
similar report f rom you once a week. 

Could you gi~• me an interpretation of the 
mos t recent mo~e by General De Gaulle and General 
Giraud, particularly with reference to the resig­
nation of Cou~e de Kurvilla, the Minister of 
Finanoe? 

Your• sincerely, 

(llpei) Jl. K1 awtl••· h . 

Xai or General George V. Strong, 
Ki itary Intelligence Diviaion G-2, 
lar Dapartaant General Stat!, 
Waahingt on, D.C. 

120./ 
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SECRET 121 

WAR DEPARTMENT 
WAft DEJI'ARTMEHT aocatA&.. nA#'P' 

MIUTAIIIY Ut!..UeDC:C DIV*ON ... 

W,_.HINGTOH 

L• ••.l.<?.~..t!:J ..... c1.i.i_.> ..,... 

Tho Honorable, 

Tho Secretary of the Tr&aeur,v. 

117 dear llr . Secretary: 

Nov1111ber 10 , 19~J . 

I 

In eccordance ~th 7our r equeot of November 6, there is 
sulaitted he~th a brief statement or the Argentille reaction 
to the recent freezing ot the two ban.ks. In tho preparation of 
this stAtement, the llilit&rT Attache ill Buenos Airea baa been 
conoulted b7 cable . 

There hes been no expression ot Argentille public opitlion 
except in the newspaper s which, as you know, ore tully controlled 
by t he government . Gener ally, 11n1ong American and Ar;:entine buai­
ness men, and parti cululy among officieln of the Central Bank, 
t he reaction has been unfavorable and t he beli ef is held t hat the 
move serves no useful purpose as this country gaills nothing be,yond 
adnol.nistering a mUd slap on t he wrist while, at the same time in­
vitillg retaliatory measures ~Mch may be ae strons as if ~·e had 
froten ell Argentine asaeto . The fitlanci&l group ill Argentina is 
said to feel t hat a gener al rree~ill& of ell Argentine aosets is 
justified, w t that t he ·~ out of the two banks ill que•tion, 
which ....., popular and ohich have brancheo &lloost every>!bere, was 
not juot1!1ed. 'l'be Argentine Gonmaent io eaid to be disturbed 
about the lUtter and still hopes to work out a arutuelly satisfac­
tory eoluticn; i t has, therefore , ~~&de no public statement on tile 
question, but hes a<bit ted privately that the two banks did vio­
late t he Rio agreement l:ut ~ avoid such violations in the fu­
ture. It is anti cipated t hat, •• soon u hope h abandoned of 
per ouoditlg this Government to unf r eeze tho benks , the Argentines 
will institute r etaliatory measures which mey include the placillg 
of interventors in American bank• end wsilless oot&bliam ents, M d 
tho rofuoal of export licens eo. The present unfavorable r eaction 
agaitlot tho United St ates engendered b7 t freez g ia not coo-
liderod of suffici ent sirangth to affect y pos e rovolution&rT 
llOVOIIlent against the Ramirez regime . 

oonte lna 1Dtoraat1on ~~ youra, 
•••• •••• o~ the Uni t ed Sta t es with i n 

e ~ to~• t, t . ~o u. s .c . . ~1 
..... 11404. U.s t raosa1a!i loo or t h• 

1\s OOJ1l.111t.a in any :;;;anoer to oSlo~ 

P"'tll<>>iaOd peraoa la prohibited by law. 
S3CRET 

em. v. ST!!ONC, 
llojor General 

A. c. or s., G-~. ( 
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c 2 

• ·•· I~~ .. (;.J -A.rs: ( .iT I..' •.... ) 

leo t:er 10, 19~). 

11\o lb»reble, 

11\o Sooret&17 ot tho '""ftl'7'• 
117 .................... ,.,.. 

Ia ~.0 wl.th ,_... .._ ... t or llon.b• r 6, there 1• 
ralal.tt.ed b.......S.th • brio! otot .... t of tho Ar&•t.ao ftacticft 
to tho ...,. tr.oata& or tho - '*>ko. Ia tho proparoticD of 
tb1o otot • .,t., tho IUUI.al'7 A\\aoho 1a s.-o A1roo hu bee 
ooatoalt.ed bJ oablo. 

11\oro hao be., llO uprouion of Ars.,tl.ao po~blle opill.lca 
oxoop\ 1a tho nonpaporo -.t.icll, ao 7011 lalow, oro ~ controlled 
bJ the pYoau•t• Oolloroll¥, -a Aaericon ond Ar~:mt.illo bu1-
Do01 a•, M4 port1cul£rq -~ of!icialo Of tho C..tral l!anko 
tho rout.icD h&o hoOD .,,.,..,.,.blo ud tho boliol 1o hold that tho 

-· oon.o M •ootal 1*J11000 u t.bia -t1'7 jtWO llOt.hl.a& bo1oa4 
&a1aiot.eriq a 11114 olep oa tho wriot. wbUo, ot. t.ho -• t.iao l.a­
"Uiac rot.al1ato17 - 'llhicb MJ bo u ot.J'OIIS oo 1l "' bad 
rro .. all. Ar&ent.l.ao ... ot.o. ,. t1Aallo1al cr-1' 1a .lrgtfttiao 1o 
ooid to tool t.bat. a &eeral tr.oaill& ot all. Ars-t~tl.ao uoot.o 1o 
,lut.1!1 .... a.\ \loot. \be o1a1uas out. ot t.llo t.• ballko 1a _.uaa, 
'llhioll U'e popolar •d .e.toll how brulcboo alaoot. e .. J)ola•ro, _. 

- ,lut.1!1o4 !be Ara•t.iao a...-t. 1o ooid to bo d1~ 
aboU tho .-t.er •d ot.Ul bopN t.o 11011< oaot. a !ll1ltU117 Ht.btu­
to,.,. oolatl•t t.t. hoo, thoro/oro, ...SO DO pabllo otot.-t. co tho 
'l""'t.icD, a.\ lou adlltt.t.ed priYot.eq that t.lle t.• '*>Ire did Yl.a­
let.o tho 111o acr••••t boat. w1U ..,..id noll YioleUoao ill tho 1'11-
\oare, It lo aUDifat.ed \loot., u - u bope 1o a'boaclcmod ot 
peJa ""PI U.S. le•ea \ to ahMH t.be ~a, \M Ar&..ttr.ea 
wUl luU""" ,...dh'-7 - CJW 'llldels .., laal ... tho plu'•l 
ot later..OD-. 1a ~ bollko aDd boaela- ootobllllaet.a, _. 
tho ..tUal ot .,...n u-·• !1M ,...._ ..ra .. ~o ..-tl• 
a,oiaot. \1M Gdt.ed ... -.. ..,.. od bJ \be h•rt•• lo - -
oldorod o! attldat .V.,U. t.o ottoct. ~ pMolblo ~ 
... • . ..s-t. \loa ..a ... roeS-· 

4-o-laa 1atoraoU011 
doten,~ ot tbe UDl t ed Statel 

n,. o'" t.he 1;~ 1one,;e Ac t . UO u. •:.c. , :;1 
a.a uondo4. t la t.raoaiuauioo or 1.be 
10Q 01' 1U OOD\Ntot.• iD UlJ' .eDM.I' , . M 

• tllo>ru••d poraOil 1a prob11>1to4 w law. 

,......., 

SECRET 

.. ,. ~. 
...,.,. Ooa•rol.. 

&. c. el a., a-2. 

..,.-
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The llonorablo, 

CONFIDENTIAl 
WAR DEPARTMENT 

WAft ICCPARTMCHT GCHCftAL ITM'r 

tiiiU'tM't ·~ ~ ... 
WAaHJNOTON 

ll November 1943. 

Tho Secretar)' of the Treasury . 

Dear llr. Secretaey: 

In accordAnce with 70ur request, I have , 1von instructions 
thet a IIUIIIIIoll')' stat<ment . of developments in Argentina be prepand 
weekly, and will be pleased to !orw&rd it to 70u. 

ln rosponae to 7our inquir7 with respect to recent developments 
tn Algiers , the following information is oublitted: 

Developments in Algiers indicate t hat General de 
Gaulle has obtained practical control or the entir e Prench 
C~tttee of National Liberation oo that it ia now a uni­
fied body responding to his leadership with t he milltaey 
Wholly s ubservient t o the Committee's authority. These 
changes wer e brought about principally by prosoure from 
the French underground which now receives greater repre­
Dentat ion on the Comm1 ttee. Y.'hilo """e of the """ appoint­
ees were affiliated with moderate conservative or center 
parties in Prance, most of th.,. wora 1dent1tied with Popular 
Front groups so that as far aa intemal &!fairs are concemed 
the coaap1exion of the C<Dmittee 1a ellghtly ..,,.. to the Left. 
t han previously. This would presage continued and increas­
ing attacks on Vichy influences. In aattera of ext.emal 
affaire, the Coomittee is probabl7 even •ore nationalistic 
than before and it will continue to aoek greater recogni­
tion and power among foreigp countrieo and defend What i t 
conoider o to be the French National intereat . 

Couvo de Kurville is a young man rormerl:l' in the 
French llinistry of Finance, originally appointed by Giraud 
i.n June 1943 as Cooua!.ssionor for Finances. His euccessor, 
Kondeo France, 1a a socialiat and waa under-socretaey of 
the Treasury in BlUill' s cabinet of llarch 10, 19:38· He 
participated in tho at.t.a.pt. to move the French Government 
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CO NFIDE~'!'fiAJ 

~o North Africa in June 1940, was arreatad but escaped. 
He has served as a Captain in tile Fighting French Air 
Force. There are no indication• that tile resignation 
ot Couve de llurville and Ilia replAcement by llendes 
France have any particular si ficcnco apart from tile 
general interoretation of the events bovs . 

cc 

;o, 
llajor General, 

A. c. of s., 0-2. 

124 
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PAlW'IIRASE OP 'fELmlWI RllCII\'llD 

FRail AlOOIICAN CO!ISUL\~ Gl:N!IIAL i ALOIDS 

TOI Sl:CBE'URY OF STAB, \USHIIIOTON 

JllT~DI Nonmbor 11, 1943 

liUIOiiRI 1979 

CO!Il'ID~l'f UL 

JICII III1U'Br J!IOll l!OfCll li!OII HOFJ\WI JOR liOll)llS!IWJ, 

TOil u:t be intereatod in tho following pre lie inA!')' 

and otricl )¥ i Dforeal iDforeatlon rosar41nc Pierro 

Wtadea--rranc• oew 71nance Coomiaaioner of Ooaitt. 

General)¥ opoald11f! , he h ro-p1t od to h&vo boon a 

politician rather thaD a civil oervant, althoUf!h it io 

otatod that be wao aoooeiatod t or a ohort timo with t ho 

Pinanoo lliniotry in a elnor cabinet pooit ion under the 

Go .. r,..nt of Leon :8lua. Be h not an inopoctour do 

Jl~e. "or the pM"t twelve yea.rt bl bat beto a ••aber 

of tho Obubor o4 DoJ!"tleo. He h Jowloh, thirt:r-fl•• 

yoaro old, .arriod to a d&U&ht•r of a wealt~ Ecrptian 

aerche.n\, hu a cood war record ~d trf,.l W~or or 

LouYioro and radical oocialht tr011 Department of l-Ore. 

llo wao one ot tho Bordeaux QOUP who tboUf!h t t hat a 

rofllcoo a:onrDIIont obould be •• t up by l'raneo in llortb 

J.t'rica after thO fall of J'ranao. A/tor th .. nhtiCO 

~ ttcaped t o Worocco where he ... ~ettd and aent to 

llo tropolo . 

v 
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Wotropolo . Ho eocaped to Sd t .. rland and to lloclud 

troQ t horo. At t ho preoeot ti•o he ia oaid to be 

en rou~e from London. 

1•1 'fiLlY 
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Re funda to meet Dec.l , l943, service 
r( tirements of the French Govt 7,C dollar 
bonds . 

127 

Mr. bernstein's initials were on carbon 
but you referred bee~ to Dr. Vfuite for ap­
proval who mAde elieht change i n last sentence 
on page 2. 

' Regraded Unclassified



NOV 11 1943 

' 1 oear ~r. ~tett1Al .. a 

hecelpt 1• aoiolo•l44& .. ot tho letter troa JOV 
••Jl•tt~:>ent ot r.o?..,M r r>, 1114a (I'DJ , oonoeralq tii.Diia 
ntottaary to ... t t ho Doee ... r ~, 1948, eor?liO rttu1ro­
""nh ot the F'ro111b Go'fo,_at ~ collar bonoe, chao 
1949. 

AI J OUP 0op&PUIII\ 11 .. ~lA lllfo .... lq M'flto40 the 
t'renab authorltlll ln l er\h Atr loa !.an ro10c\11 luuM 
lnatruatlou to tho Yrenoh hlorlou ballkliiC Corporatloa 
for tko , .,.eat to J . } . l ore•• &ad Co., tao., ror thl1 
purpo••• ot tho 1ua ot f2,4UO,UOO, 1uoh tuada to ~ trana­
terrad rraa tho aotoaA\ ot Tro•orlor General Aus t tat• 
l"nh ciu Coalto t'ranool .. do la 1.1~rttlaa lla\1o1111h • 
"'Mral .locount. Thh Lor.rt .. nt 11 proparo4 to poralt 
lht ueo b,r tho Proneb aut orlt loa 111 ~ortb Atrloa or auob 
!'UMI fop \ ht piiPpell of IO"lob& \hla LIIUO or l'roneh 
~•••ra..nt booda. ~o rotoroa~o .. , ~do ln JOUr letter 
lo t t l • propo .. l of t~o t roaeb ~ortb Afrloaa author l\loa. 

1 •olllcl appr11lato • prwpt t \ate.at ot 7011.r ?lna 011 

auoh propoul. 1t JOV Ooparlmoat h opfo .. a to thh pro­
yOlO! t~o Troaaur,r woulG llko dotlnlto i natruotlon• to 
dt~ t . o applloatlen w~1oh lt F•Ddlll~ for t l • uta or t ho 
!•orth Atrieaa rwus •• 

It ll•th J.fr1 ... fuau are not to bo u•~ for t l•o 
atr?lolae ef t ho10 ~-'•• the tuootloa arl••• •• to 
wlet ' er or not a 41POOt1Ye lloau• ohouln bo l1tuoi Cor 
t • t ronder ot t bt cooOIICU'J tuMa tr• tb• offlolll . 
ecaoUAU of tho t o,_• f ro DOh G.Ye.-ct •• • bo\1 •• we 
ahoula rotu1o to taae aff1,..t l•• aotloa to .. ,, t ho 
~·••,.-"• 1, l \143 ""leo "'ulr .. Dta ot 111111 Mad•· 

128 ./ 
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In ui&hlJI& the advbabillt ;r ot ualac llorth U rle&n tulll.a 
agalnat tbe advl aabllit;r of iaauing a 41reetive, we would like 
to call 1our at tention t o t he taat that t bla 1a t be firat bl­
atance in wll loh Treacury hat been called upon t o uae ita extra­
ordlnar:r directive powara in tbia t:rpe of ea5e. It t bla action 
l a taken, tLere aa1· be at rong preaeure on the Treatur7 to ute 
ita directive ~ower• to pay orr other ore4itor a - a policy 
whl o~ r.e would be relvctant to fol low unl eaa it oan be demon­
t t ra ted t~t it i a i mportant to the inhreeh of tbe United 
5Lttaa to ia: e tuc~ action. locordingly, it you ~o not desire 
the use ,)t loortb • i rioan tunde and requut ua to ecpl o7 a 
direct ive in t ola lnatance , we would apfreciate receiviae a 
stateFent of t he Yiewe o! your Departc.nt in ~Uia connection. 

Very t~y roura, 

Secretary of tbe ~·reuury. 

Honor&ble E. R. Stettlniua, Jr., 
Act1Qg Seoretar7 of State, 
De}artment ot State • 

.!WP:WBT:nrd - 11/~/.S. 
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PUAIHIWII OP nLIIQ&AII UCilYJCD 

UOih AIIU I CAII IIIIMSSTo aOSCOI 

!01 S.-'-"J et 8 M\o0 W•eb'•&'-

gAfi l , ........ Uo ~ ... 

NOIIB..tl I ~t10 

~ toll.eela& S.. a ,. .... ., -M&• era. ~~arrs.- t w 

l orgootbou. 

I r opod a .Ulo I ... , :r- l ov•bor 1 1A ..,.. et tbe 

132 

tAgat1oo0 C&1ft wl\ll ....... , \ ba\ U M t ......... • \bo ...... 

\bat lt baa DOt I'Oar o• :r-1 

~wv aaJLM - t.IIIJ.a eYOAia& U.&tlu 1\bue ... fiA7 llbaftoo 

JOII WOU4 llo wUUal tO - \o .. _ - 1\bd JOII WON M 

oloao. Bo oU. au.,- ... -t raJ - te- JM .. dao .... 

adtore ot _ ,Ml llltei'M'• l IMl au &)~ that lt woU. lie et 

l'•al • •111• t• ,_ \o u oapt tho S.dtati oD to - lt it b •' 

oll poaailllo. De -'• n baa ..._ a ..,._t alMoooo aM ... 

a llriet rtoit 117 ,_ •' till • _, ~ MZ'1'7 • wbaro elM 

OODIUODOO lat\ elfo U 1o ...O.oaa W ~that U •U. M a 

I'Oal plouvo • b.aYo ,_ a• •1 1\b •• • 

n.k 11aa 1At__. • _. I ban w.-. aolotoY \1>&' ,_ 

latt Cal.N "-'- -'rlac _, ~. lleuel•• I lloU.n U 

• ou.U 11e ueh1 ,., ,_ '-~ • t• • te ..U•• w aolotoY 

111 10111'- •- •••'•- ,..raooloa at.,_.,, aolaU• at tM 

ln'l'ltati- ... .,_ l'eC"Uo 

•••••• 

, 
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LC -.f1 

COa Y 110.~-f-/ _1/IC....._ 
- I 

L. . .h_V.!.O.L Luv•1nt iJu l'il'lfl 9f.h/ 10th L~Vlltt"' l bl.u •• ·m ':3 l'KI.nb.£rduu 'ot . t~10 oJ' 
11.1• . i'k.·:ltroj'~ rs in conp iii/ lt.h IJ rol1Bh Dort,·oyor. Those 

111.'· '-•' '- ·un9'1tqi\IJ,lt.l; ..)O'l?P.·J off ~T ... .W.lr..t~. th rint~ lOt.h 1.1\d cmo ''at: ld t bo.1ng 
\ r• 1'' W' • JUdOt, ,'lrl..Gt ; t)~: C:uy~ ll'lr :.'l nw:100r OOt:!lf at uu1t; c retf t ropor tA'!d 

vb , t,, :ll ~t i n ,,Ci,.C~I• t.cy·;_.n.!fl 1<0~ ' ntl tCh'to.uiOS. 

Ji.U-wUhn trlnn Ot>ur ations lJ!.h U-liOilt.· t rolcbly tm. rs;1 aireraft. 
off' C,\h ... v u·. r .... ,.l... .. • 

. .:!.dicl ~ lltll .n•w Durin~ 'Jth lUll 9t~/1Jlll ;~Lrol. ero~oO'I !tiVt'.R 
».~lui\0 ne .. r C<- L • 1th.JL ., kln c""tact Hh 

.•• !J -'urtt. r lnl n1 I')U r t.r<.otl5 ur o. or~t..ln in ttroct.t.un vJ ~t.'i'-::. •• (8 Liles 
.:t.• !'It r C,.,;..vLl) '-r.. cr.tronc left , c t'• l \chr•d ti.lOU~ ( 9 r.til&c nor th ... v.· t. of 

.,_ lj), f') •thu~~ b-~ 0.\ uulc.. ft'O'H lth U':\0' f • lJ.hlt! in tiOU1H.O.in a reas . 

5th r'.t'QY lJth , i-lnr.H.l\' ... il l OJ'f~J l'inr_. Gt.lf.f r<'l:;i r Lti..'\CO , 
u ,.., , J't·oopr~ dr-vv ... tr\ l')f;.f rrm:1 ooutn oas t .,.l o,:o'); ... o1 

u0.1r ........... vJ ,~!. (~~ r.~il(Js bouth ·-;at of Y~,\F'RO) . 

1lU:'WiU. li)t h , ri.u..;.:. i. n6 C..t:JtU\'Uc.i :Jv V') I' . 1 1 -.).CttJ.i t.i<:G VQ<· t. ....n-l 
:1o r th·<';'bSt. oi Jlf.VJ.I.~ .n mrtdl !'Ur t httr ptCt}f"Cf.; in t\L ,V 

,,f~ Ci . .tt [I• ,;,, C.tt~rn rr .... nt l Oth . 119 /$<;.~rv lfj.hOOn :x,LlOer :; (1 mi. ln~l 
nd ?' lohchollr (1!.' 5) •twe<•-d IIHi""ry 

J ctlv :: Ot}i.t.r C .t.~..l ... _..,,~ yJU!, .li.l. ;:,.eor t•JIU l 'ro.u<' ra (826) ctrop;...OO 78 t.onc 
.Ji 'J ,,irt l"ld. 

1. '! . J ... t.h . ....lr c rrllt. duu; .. u.c..:.t-r: ...00 Jf:-.. )lJ l tr.ou&. lol.61 D~nMJU!) 2, 
- lH'P •t, .iA•Lfl k. ""~ , Intruder~ 28 {' u \ ,uinl), '\"\t.l-bhip;>in& 16. 

P: 11 in ry r~...,ort. t~D .... Ir. in~ic-te ~ C;JhCOnt.rAttci "t.tec.< v lt.u V ... r get. i dPn' Ui::td 
vl;,ru .. _..J.-"/ , 

>-
!!' 
v o . 
u .,. .... .... 

~~ 
... c ... ~ 
o .. 

< 

Italy 8th/9th. ·•· Ul"<> t•·~C hH r ,n·~/ br id&o ove r alivor 
C.:fh .. .• u. (~.uut.h uf (., UJ, ~·h1'rJ) . 

U.L. ilnuv; i).mOOr c a tt.G.cl<o.-"! fa.ctori~,,. 1\o')nr J'J1Ht~ nn• .. OEttun. . 
nr! Fl ht.•,•·s at.w.cr.x~d t.a rgot:; ln Bnt..t.lo 11.ron .. 

"' 

ffi 
% -~ .... 
C) 

9th . "'!8 oeeo r tod <:nOI!IY ?u1.:>-.~r J atti.:.t.et1. airfl·-lrt~. •'· 
I a-B,u Md P.\i..f...L . l:itl1:.1 cll;.tU~l t.iol." 2' .1.1. 
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1111 4aaJ' 111'11. ...,..,. , 

I NOel.,.. J'O'U' la\t.r Ulla 110nllf18. 

I ttuU .... waa - 11111Un4aNten4• 

tns abov\ ._, -• ea14 111 \be -'1111· 
I ehall be nr1 gla4 ~ see you tt 

:rou •111 Clft • a oall Mil "' a tt.e . 

ltnoeral)', 

""-"""> K. Y aw'lww, lr. 

111'11. ft 7 •• PU'I'?ft 
,.,yr. ou- nne•. ~~o...-.., 
··~ • . o. 

(Envelope was addressed: l.lrs . Carroll K. Perran 
Ottioe ot War Informat ion 
murked "Personal" 
Del. by hand (Schey) at 10:45 
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OFFICE OF WAR INFORMATION 

WASHl N CTON 

Uov~~t~ber ll , 1943 

!.r . tten.ry Mort;enthau. Jr. 
~ecret4ry of t~e Tr &csury 
.. ••·•n.:.ton, D. C. 

:'lv G.et r ~r . Secretr :ry : 

Jhen our tA!rd son enl1ated laet.. f al l I vent dovn 
~o Clvll Stuvlee c.nd z. _l ied for e. t -GYern.mon\ job l n the 
.o • of rovlacln, = able- boC:.ie4 ot-n for cou"t.c.t lluty. Clrtl 

)t; rvlco aent ce to the 0: fico of ~:tt.r In:.' on:: Uon -.-nere I we a 
lven a. oodoat , oat in the t!ar.e.gecent SerYlcoa !ranch. In 

t:te courae of a few aontha , I 'WAI t ra.nato.:~ ed to the Orerseaa 
Drench \Mare I nov on nn nsei~tant in Lho O!t1co ot t he Director, 
~.r . Robert E. Sher\.'Ood. 

I hnve worked w1 th aJ.l my heart nnd aoul to do an 
honcot job on the home front for t he eD.ko of your aonn c._nd mine 
o.nc\ the L1i lliorul of ot here on the 11~ht1n;; front . How affect ive 
t hot Job hno beon I do not knov. I do kno~ tc~t nono o! oy 
su 1er1or offi cers he.ve qu..ettiOI\ed my loyl\ l.ty and o.ovotion until 
tilit •orni~ v:,.en lc~r. Shel"\OOd tuld me thl't you.--o:r all the 
oo;Jle in t he world!--had 1nt 1r..ateo. thnt because pr ·eviously 1 

htd done aooe vor~ for ?~ader' • Diceat , it ~1~t be tnroUbfl ee 
tt~t tne ReDder' • Dicest or~1t~tion vaa inforcod of incoming 
ecblea concerning tb~. 

Since I have had no co:cunl(:{ t1oo of aD¥ ,cimi vi t h 
a~ Reader ' a Digest repreee~tstive alnce the war ~n, it ts 
41!t1cult t o under atand unoo what evidence you could have ar~de 
auch n at~tecent ao o.emag-ing to rv ro9uta t.1oo .._... 1ntet;r1 ty . 
'·illl you. give me t he on .ortunit;y o:r cle.&r i ott th&.t r~ utr tlon b:; 
telllnc ce v~t your e~idonce ta t 

Very trulY your• , 

(!} ~ -;::::"......_... ---
Carroll K. l'urr M 

135 

Regraded Unclassified



H¥Jr : 

!!MJr : 

Robert 
Sh ~rwoocS : 

s: 
ID~Jr : 

-. 
~ · 

RJ.:Jr: 

S: 

Hlt.Jr : ;;. 

S: 

HMJr: 

S: 

H:!J r : 

S: 

!!I~Jr: 

S: 

Hl!Jr: 

S: 

Hello. 

Mr. Sherwood. 

Hello . 

Hello. 

Bob. 

Yea, Henry. 

W'na t a pal you are. 

What? 

I go t a long letter thla mo rning rrom t-Ire . 
Parran. 

Oh, well , I spoke to her the lnl.nute I got 
back . 

But ~1hy did you drag me in the picture? 

Well , hel l , I wanted to tineS out what -- wha t 
wae in back of it all. 

\~ell , are you sa t1 e1'1 ed? 

Well, I certainly am. I'm sur e or it becauee 
or all people ahe is one that I Jus t coulcS not 
believe would be gull ty or anything like that 
that un •.. . 

Well. .. . 

.... necessarily on a charge of disloyalty but 
on a charge or such t errible indiacreti on. 

Well , Bob , all I said was that ehe had been 
very close to Readers Digest. 

Yeah. 

And I said to you •.. . 

And you said that un - - eho hacS seen those 
cables so undoubtedly they had elreadY go t back 
to the Readers Digest • 

• 
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s: 
•!HJr: 

s: 

lr.!Jr: 

S: 

'!:·!Jr : 

S: 

::::Jr : 

S: 

S: 

s: 
!il!Jr: 

S: 

HHJ r : 

6: 

- 2 -

Did I eay that? 

Yes , sir. And that is a grave charge. 

\~ell , I don 1 t r emember saying that . I don 1 t 
remember saying tl'uJ. t she ' d ge t in touch ~11 th . . . . 

\'/ell , I may have misunderstood but ttst cer tainly 
was the impressi on I go t , Henry, and t ha t ' s a 
thing you can ' t le t go. 

Uo , I don't remember 10ayine; that. I do eav - ­
did say that she had been very close to th~m. 

Oh. 

And had seen the - - evidently seen the cables and 
you seld, 1 Ch, my God, hao she s•en the cables 
all the stuff t het I 've said about them?• 

Yeah. 

And I sald, •You . ... 

llo , I said , 11 If the Readers Digest hae seen those 
cables . ... 

'nla t 1 s r lght . 

.... they ' ve seen all the stuff t~~t I ' ve said, 

That ' s right . And, eo you -- ! said, •well, 
you ' d better check uo f or yourself." 

Yeah. Well , the t' e exao tly vile t I did. 

'.iell , a r e you sa tiet'l ed? 

Oh, sur e. 

Well, she bas aeked to see me and I ' rr. going to 
see her. 

Well , I should think you don ' t need to bo ther 
with that. I t hi nk that ' s .. . . 

\'1 ell, she 1 a written .... 
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s: 
!!l:Jr : 

<• .. 

S: 

f!I:Jr: 

S: 

S: 

!!!~Jr : 

S: 

!:1:Jr: 

S: 

Hl<Jr: 

S: 
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Yeah. 

Well , what dld she tell you? 

Oh , she told me that she had not seen anybody 
from the Readers Digest for a couple of years 
and she said, "I admit I may have been naive 
and I may have been slow but 1 t Nasn ' t until 
abou t six months a go tha t I caught on to the 
trend that the Readers Digest wae taking of 
terrible d1 eloyal ty and even sabotage." And 
she eaid she wouldn ' t have anything to do with 
them. 

~ell, I think I'd b tter see her . I mean, the 
woman writes ~e a letter and de~ndo to see me , 
I ' d better see her. But I .. .. 

'A ell, I should think tha t •... 

I-- I . . . . 

Oh , I 111 roeak to her and tell her I spoke to 
you and .. . : 

If she Nan ts to co me over at 11 : }0, I ' 11 see 
her . 

Well, I don't thi nk she can today , Henry, 
because we ' ve got to go up before the Senate . . .. 

Yeah . 

. . . . and ehe has to stay hf!r 1n the office in 
case - - ub --

But . . . . 

.... we have to call back tor any ~ter1al on 
embarrassing questions. 

Yeah. 

You know how tho se things are. 

Yeah. I -- but I think you could have asked 
her about her connection a ~;1 thout dragging me 
into it. 
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;c.!J r : 

s: 
:r.~Jr : 

S: 

S: 

::::Jr: 

S: 

!f.!J r : 

s: 
!n.!Jr: 

S: 

HJ.!Jr: 

8 : 
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Well, I'm sorry tf I embarrassed you but! didn ' t 
know .... 

Well, you have terribly -- I' m terrlbl~ uoset 
over t he >~hol e t hing, because I thout;ht ever ything 
we were saying 1~as sort of under t he r ose, bu t . . .. 

Vlell •• . . 

You tell her whenever she ' s ready I ' ve go t the 
time. I ' l l s E-e her anytime thtt she .:ants to 
come over. 

All right. Oh, I should think till' t -- hell - ­
you don ' t illl"l <? ~o be bothered .-lth that but I 
ca~ epeak to her and a telephone call would . . . . 

\;ell , I. ... 

. ... !inish the matter . 

~lell , if lt doeen ' t and she >:ants to see me , ! ' :n 
a vailable . 

Yeah. 

But my o>m recollection wa" thot I 11as B11ll91Y 
trying to soy that 11' she sn•1 t he cabl es and 
~1as friendly to the Readers Dir;eet tha t you 'd 
better check up on ho" rri endly she sti l l ~<'lis . 

Yeah. 

And, but ! thought tl'.a t ~ou .. -ould sort of do 1 t 
vi th l ess of a &ledt;e h.am:ner . 

Well, I 111 tell you, F.enr:? , I, myself, would 
l ike very cuoh to see you again because tiere 
.-ere some p r e tty serious charges yesterday and 
I feel God damn badly about them and : Just 
cannot -- cannot let them a tnnd v i tho ut f urther 
olar1fioatton. 

Yeah. \·~t are you rorerr tng to? 
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\1ell , Smith said to me , "There ' s not one person or,. 
any ooJll'!)etence 1n that Nhole North Africa~ set-up. 
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f!l!Jr : 

S: 

H!·!Jr : 
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l!l!Jr: 

S: 
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Well , he .. .. 

~~d all that stuff about $00 people on the 
?ayroll - - My God, I-- uh ... . 
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liell , I ' m available. No , we were very enthusiastic 
about your man in Cairo. 

Yeah, I kno>~ , but I ' m talking nbou t the o t he r ono -­
the nan in Cairo is part or tho same th1ng. He ' a 
under Jackson in Algiers and Ital~· and now Jackson 
is being moved U? by agreement with th e highes t 
authorities to a much mor~ im?ortnnt ~ost which 
I'll tell you about . · ~ 

All right, ~;ell , I'm ot the . ... 

There were such charges of incoQ?etence ~~t 
involve a hell of a lot more then anybody as 
tnsi gnifteant as I am. 

'.iell , anyway, I 'm available but I'm £01ng to ask 
you please to tell Hre. Parrlln -- because I 
don 1 t -- anybody aelte to see me, they can al ways 
see me . 

Yeah. 

I w1ah ynu ' d tell her I'm available anytime. 

Yeah. Okay, penry, I'll t'll her. 

T'nank you. 

All ri:;ht . 

Bye. 
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;mJr: 

!'J.orPllO 
LaG·.:a rdla: 

H!lJr: 

' . ... 

L: 

!-i!:Jr : 

. . -· 
tf.:Jr : 

L: 

HMJr : 

L: 

!i!!Jr: 

L: 

!f!.!Jr: 

!. : 

ffilJ r : 

L: 

HMJr: 

L: 

Hello, Fior ello . 

Gee , I ' m glad you're back safe. 

tlove:Dber 12, 
10:00 a.ll!. 

Thank you. How are tho Sunday spo.ghett1 dinners? 

(Laughs) They ' r e going on. That' a ~<hat I '"ant to 
t allt to you about. 

Yee.b . 

Henry , I got your very encouraging l etter •.. . 

Yeah. 

. ... in reference to reclttance . 

Yee.b. 

This is what I want to ask you. If , without any 
definite assurance bu t that this le in the worka, 
could I use that on my short wave? I ' ve jus t go t 
to give them something. I ' ve run out of bedtime -
stories. I t ' s not published here , you kno". ..._ 

You ' d better r ead Ilka Chase ' a "I Cry in Bed." 

(Leughe) Is that what he says? 

Ilka Chase -- she ' s this woman writer. 

Yes. 

She's written a book. I think it's called 
•I Cry tn Bed. • 

Well , I think both of us have done that, too. 

Uh ••.• 

'llhat do you think of it? 

Well , I' d have to check it-- uh -- I ' l l &et -­
you go on Sunday , do you? 

Well, I make my r ecord tomorrow :Dorning. 

• 

-
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L: 

t.n'Jr: 
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Oh, we work fast -- we'll g e t you word so~etime 
today. 

Yes , I mak e t he record and t hen 1t's ueed 
short wave and it ' s not uaed here at all . 

I 111 g~t our -- I 111 have ~~ord to you poei t1 vely 
th1a afternoon . . . . 
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Yee . And tell t hem, Henry, tt~t it will be very 
hel pf ul b~cause all we 've b een giving those 
people 1s a lot of ax1oma a nd mo ttos and ep1gra~s 
and he r e 's something concrete. 

Okay . 

Th&nk you ver y much. 

Thank you. 
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TAXES 

Nonmber 12, 1943 
10:30 a.m. 

Present: Mr. Herbert E. Gaston 
llr. Fred Smith 
J.lr. Randolph Paul 
J.lr . Stanley S. Surrey 
Wr. Roy Blough 

H.I.I.JR: (To Kr. Paul) Are 70u interested in this 
contract termination business? 
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IIR. PAUL: I talked about it up at the 16.lrray Committee. 

H.Y.JR: I told Joe O'Connell to be in on it. I told 
Joe to be here at a quarter of twelve. I don ' t know what 
it la all about. 

MR. PAUL: I'll come in if you want. You can't keep 
away from it . 

H.M.JR: It is a question of who is to represent the 
Treasury on a oolllllli ttee. 

IIR. PAUL: I know. I'll come in. I real1y think Joe 
would be pretty good for that. He has been doing a lot of 
work on it--but let ' s see. I'll come in and learn what it 
is all about. 

H.K.JR: it a quarter of twelve. 

I hann•t read this thing (referring t o Draft ll of 
the apeeoh before Members of the Senate Finance Committee -
attached). I got all upset over another matter this morning. 

When do you people think I am going to have to appear? 

IIR. SURRII'Y: It is uncertain. They may try to pass the 
Bill some time nut week--Thursday of next week. 

IIR. PAUL: The following KondaT, then? 

MR. SJRREY: In which case it llight be the following 
llonday. On tha other hand, it they can' t pass it around 
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Thursday, they won't bring 1t up in the House until about 
the f ollowing ~onday . 

HR. PAUL: That would be the 22nd, wouldn ' t it? 

H.M.JR: Have you people got a oopy of this? (General 
agreement) Do you want to read it out loud? 

IIR. s.IITH: This is a ney rough thing. 

H.IJ. JR: Why not read it out loud, and I'll have to 
listen. 
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I.!R. 9.!1'111: Poor 1ou! 

MR. GASTON: I think it is a veey good job. 

H.U.Jit: Read it, then. You do think it is a good job'! 

IIR. GASTON: Yes. 

(Mr. Smith reads paper aloud. At the close of the 
first paragraph on page 6 the following comments are made:) 

H.M. Jlt: Didn't they put a tax of three percent on these 
people? 

UR. PAUL: That was in lieu of the Victorf. 

I.!R. GAST<l'i : On the minimum, fU• 

H.ii. Jit: They'll have to pay a three percent on !!hat-­
exemptions? 

IIR. GASTON: Five hundred; seYen hundred for married 
and one hundred exemption per dependent. 

MR. PA~L: Same impact. A total of about three hundred-
odd million on the nine mill ion. · 

H.M.JR: Where will they start to pay? 

HR. SURREY: A married person would start paying at 
seven hundred dollars; if he had two chi ldren, he would 
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start paying at nine hurulred dollar s. 

II .M. JR: A single person would start where? 

MR. l>UIUtEY : Five hundred dollars. 

H.M.JR: And a ma.rried person? 

!.ffi. SUJ!HEY: Seven hundred; with two children, nine 
hundred. He gets a hundred dollars for each child. 

H. IA.JR: If his income was nine hundred and a thousand-­
on that hundred dollars he'd ~ what? 

1('{ , ~KY: Three percent. 

H.M. JK: Up to a thousand dollars a marr ied man with two 
chi ldren would pay three dollars? 

UR. illRREY: No, a married man with two children-­
the regular income tax doesn't come on until a thousand 
dollars. . 

MR. GASTON: Under our proposal it would come on at 
eleven hundred. 

MR. PAUL: No, eleven hundred, plus. 

llR. BLOUGH : Seventeen. 

L!R. GAS10N: Yes, that is right: tor the two children, 
seventeen hundred. 

H.U.JR: At a thousand dollars a marri ed man with two 
chi ldren would pay three dollars. Try and collect it! 

L!R. SURREY: Yes, sir. 

MR. PAUL: When you get r ight above that, they begin 
pay. 

H.M. JR: But our exemptions for married men wi th two 
chi ldren start at eleven hundred. 

UR. GAS10N : Eleven hundred for the married man without 

, .. 
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dependents ; seventeen hundred for the married man with two 
children. 

H. L:. Jtt : Do you have some tablee? You could have those 
early next week? 

J.lR . BLOUGH : Yes. 

MR. GASTO!I : These figures may not be accurate; they 
were taken of f the tables. 

(Mr. Smith completes reading of the draft) 

H.K.JR: WeU, I like the tone veey much just the way 
Geston does . I would suggest, Paul, if these two men 
( indicates l.!r . Blough and ){r. Surrey) have the t ime today 
that they get together with Smith and sort or swea t this 
tning out and get t he t hing going. How are you two? 

W\ . PAUL: The Committee is not meeting. 

~m . SUHHEY: I can work part of t he day. 

H.U. JR: How are you fixed right nOif'l 

MR. SURREY: This morning I can do it . 

H.ll. JR: How about you? (Indicates l.!r. Blough) 

Kit. BLOUil! : All r ight. 

B. lo! . JR: Why don •t you do this Sunday nigllt , leaving 
me out at this stage? 

WR. PAUL: I would like to raise a couple of basi c 
questions--not the details. 

H. lol . JR: All right, go ahead, puase. 

MR. PAUL: There are a !ot of things about this I !ike . 
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The chief fault I have to find is i t doesn't meet certain 
issues which have been discussed in the Press· We have to 
deal with the eoono~ arguments, to aay somet~ing about that. 
I think we have to deal wi th the argument a l 1ttle more specif­
ically--that five t housand dollar argument--because they have 
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tried to turn that against us, ~ don't you tax down 
there?" I tbink we have to deal somewhat more specificall;r 
with the capaci ty to pay, the fact that the people are able 
to pay. 

Those are some of the things. 

H.M.Jlt : I t hink that tho se are all important. I thi nk 
this economf thing-- I mentioned that to Smith, mfSelf, 
that even if you cut twenty million dollars off at the top, 
it still wouldn't make one bit of differ ence as far as in-
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fla tion and scarcity of goods are CCJicerned. ,. 

1.!:'< . PAUL: Yes, I tnink it is important to scotch that 
bing. 

!Llt. :ii.:IT"b: I think that ought to go in, too. 

A!R. GASTON: Those are all good points. Fred does 
deal with thi s five thousand dollar i noome class, the fact 
that we are lifting the tax; but you can perhaps strengthen 
that . ~ 

MR. SMITh: The one basi c th i~~g, the only thing that I 
f eel about this whole business is that it would be wise to 
pi tch the whole thing on the amount of money, and try not to 
get tangled up in details and technicalities, because as 
soon as ;rou do that then you give them an opportunity to 
obfuscate the whole business wi th arguments about little 
things. iod the big point is whether they wi ll raise the 
money or not. I don't t hink they want to raise the money. 
Wha t ia happening now, as you know, is that they are trying 
to ~ if we will let then have a sales tax we get more 
money. I think, actually, if we told them to go ahead, they 
still wouldn't vote the sales tax, ·but just an alibi t o get 
out of the amount of money. 

MR. ffintRlY: Doesn' t that rai se a question as to whether 
there should be a second st atement? The Senate does not know 
what the program i s. 

UR. SMITK: I think that is true. I think there should 
be a statement or aome mimeographed thing that would have 
the wnole problem in it. 
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WR. StJR!tl:.'Y: The Senate is getting to be a prett;y 
peremptory group now-- the Senate Finance Committee. In the 
pay-as-you-go session, they didn't even listen to us. In 
executive session they spent about half an hour on the whole 
thing. 

lffi. BLOUGH: The;y left a lot of stuff to executive 
session, and then t here was no executive sesaion. 

H. lr!. J'R: On the pay-as-you-go they had a sub-committee. 

IIR. SURRE."Y: I mean, on this Rum1 plan business. 

H.U.Jd: Yes, the;y had a sub-committee of three. 

WR. PAUL: That was way back, the year before. 

l!.K. JR: Yes, but t hey did go into it before. That 
committee reported back to the whole Committee. 

MR. PAUL: Th6,1 tur ned it down, thirteen to three. That 
was the year before. 

H.U. JR: Go ahead. 
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MR. StJWt&Y: Then there is another aspect of i t. Assuming 
they don't want to raise any money, the House Bill with the 
so-called minimum tax is going to lean us with all the 
complications, practicail;y, we have today with resllect to 
the difficulties of the income tax. It will get r1d of the 
Victorr Tax, but put in another ~stem that is nearlf as bad. 

H.U.JR: Do you want me to hit back--criticize it? 

WR. SUHkl:.Y: It would have to be done in same detail, 
think. It is a question of whether it should be done in 
this statement or in a s tatement by, say, Randolph. It 
hasn ' t been done at all by the Committee. 

MR. GASTON: I think both, Stanley. I think that is 
basic. What they have before them is a House Bill. There 
needs to be some more specific reference to the House ~ill . 
I think that needs to be elaborated b;y Yr. Paul's atatamenta 
and ;your statements to follow. But 1 think there shoUld be 
some reference in here t o the House Bill, itself. 
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!JR. PAUL: I think you ought to take advantage, in tho 
Secretary' s statement-- oven if I have a stateJMnt that 
follows going into some detail , I think the Secretary shou!d 
go into detail . 
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H.U.JK: May I aay something, Stanley? I think ;you are 
raising a good point. I think for me t o say that tnis thing 
that the House has done from the standpoint of aimp!ification 
isn't any better--or just as strong as you want to make it-­
than the Victory Tax is just swapping one horse for another 
and no t a vecy good bargain. We could say, "!low this is 
a cooplicated subject, and t he experts of the Treasury will 
be glad to go into the t hing. • 

!JR. SUKlthY: You mean, put that in a statement? You 
say the experts of the Treasury wi!l be glad to go into it. 
You mean in a separate statement before the Committee? You 
see, we wore not given a chance in tho House to cr i ticize 
the House Bill. It has never been done yet. 

H.M.JR: Let me make the thing plain, and then I want 
to stof t his discussion. You fo!J.ows can discuss this thine 
and we 11 have anothe r meeting. 

I, as Secretary of the Treasury, am always glad to be 
the spearhead, and I should in~ statement lay down what 
the Treasury policy is. Then it is up to lou feHon to 
fol low througn and amplifY it. Now, I ' d l1ke to have the 
f irst brush among the three of you. I don't mean to exclude 
Paul, but I am trying to save Paul ' a time. It will save me 
a lot of time. You m&f find 9Dith will say, "Sure, the 
boss should say this. " But I am saying to you, whatever 
the Treasury position, whether it is on that or whether they 
have done something else, I am more than willing to say i t 
in my statement. Then if the;r come to me afterwards and say 
"Explain it ," and I ' H say, "I am not going to explain it. 
The Treasury people are here to explain it." 

lat. BLOUGH: I think that is r igbt. I think it ia im­
portant to this ease .that rou dm ' t wait for ~uestims , but 
indicate that you would l ike t o have the deta1l of thia 
position discussed. 

l.!R. PAUL: In a formal statement. 

iiR. GAS'l'Cll : I am inclined to think the Secretary should 
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have first a review of what the Treasury first pr oposed, 
and then a review of what is in the House Bill and what , 
in general , the Treasury finds wrong with it. 

H.li. JR: I would love to find something wrong with t he 
Hou st llill ! 

UR. GASTO!f: There is a good memorandum from the Bureau, 
b] the war, on the difficulties of this stand on amalgamation. 

UR. SUAAEY: You can find smnething wrong with i t, all 
right! 

B. <. JR: I think t his time--we haven't ever done it 
before, I haven't--the new Commissioner should have a 
look at t his thlng. I think we should pull him more into 
thi s picture. We have never done it, and I think he should 
be pulled in at this level at this time. 

MR. PAUL: Be is awar until Tl.tesdar. We will get him 
in at that time . 

H. l&. JR: Yes, I t hink he shouJ.d be pulled in. 

Now, look, rntlemen, I 'll meet with you as frequently 
as necessary, bu I do think if you people had an hour or 
t~o hours together rou would get along faster. 

All right, Herbert? 

MR. GASTON: Yes. 
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etl~e:•s of the Senat e Finance Committee : 

;,t the ti:ne I presented to t he House .rays and "eans 

co ittce the Aaninistrat ion ' s suggestions in connection with a 

ne1~ tnx bill, I made it cl ear that t ho Administration felt 

r.e _..Jul¥ ark f or an additional 10, 5 billion dollar s in taxes 

r:ext :ear. 

:.~ a~litional levies necessary to secure t his larce a,ount , 

:t ~as sti ~lated, ncre to be strictl • te~porarJ , and nere to be 

elir.~~~tc·1 e. ter the l'far . 

Jur basic reason i'or mak i ll[; this suc;;estion arose out of 
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t: .. julte obvious fact t hat the wo.r is costing 200 million dollars 

a da;· mor e than our pr esent tax receipts , and thus we are piling 

•? n debt of 200 million dollars a day wi1ich some day must be 

:a l i -- perhaps by American taxpayers far less able to pay it than 

.e s re toda;·. '"he t ime' to pay for t!le \'tar is n .He \'1e are fi:;htinr; 

:L, Cl\! " hile the sti:;;uletion of nar 'Oroduction has expanded the 

i c •cs and to.x- payin;; ability of n na iority of taxpn,·ers , 

It ic vital to t~ maintenance of a sound Co vernment f i scal 

. olicy , that we finance a :nuch gr eat or portion of t he wa1• through 

taxation than at pr esent . Every dollar that we raise t hroueh 

taxatio~ is a aollar l ess that will have to be r etur ned, with 

i~ter st, when the war is over. Ther efore , securinr; additional taxes 

at tt.ie t i. "\O woul d not only ll:lprove our present position, but 
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.cull - ~t us in a far better position at the conclusion of the 

.. sr, .l.on .,,e will be faced with vast and expensive problems in 

connect ion with recons tx•uction and the readjustment of the 

econooic system • 

. r.c A~·~i'listration had a second me. jot• reo son for askiDg 10.5 

un: ,~1 :ollar~; ano t hat was to help hold the line on inflation. 

··J'I all kno1: the facts about infle. tion, which threatens more 
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: ~lj eac·, tioe the.t our price and 171iC8 structure are threatened, 

:: • .oj' !.r vo been over and over again in recent r:eeks • 

• t neon~ obvious that out of our huee national i ncome, only 

a ~ :.11 pot•Lion can be spent without drivine prices upwa!'ds; and 

t:.et a l least one satisfactory way of koepinc this money fro m being 

~-ent , nnd causine trouble , is to take it out of circulation before 

i~ . .a~ n chance to be spent; to drain it off in taxation which, 

.. o~.e·:er painful it oay seem to the taxpayer d.urinc 1944, will 

cc:·te:nly •• elp to r.JS.ke times easier for him in 1945, anc! perhaps 

1~5. , ana throu~hout future generations . 

So, fo r these two reasons -- to raise m1ney thet is badly 

necaed, and to protect ourselves no11 ll.nd in the future against 

• .. u ravn~ea of inflationary price rise& , wo suegcs ted that the 

.J'l, rcsr I'aise these 10 .5 billion dollars • 

.. othing has happened since I made that presentation to the 

-~"~ an~ .'eans Com::Uttee to change our 11ind& , or to ~nend our 

Regraded Unclassified



- 3 -

e:ti ~~c: of the araount needed. The fact that the Com.,ittee 

0 , .1' ~ot n, roc in principal with our thesis does not in any 

wn c:•n1~·e the facts in the case . Vie still need the money, 
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~:.1 1.0 believe it advisable to collect the money now, nhen it i s 

a·;~anble , and vrhen there is a scarcity of consuner c;oocs to spend 

·t )!! . And r.e still must fight inflation. 

~ ce ~king the presentation to Con ress , I have been 

e ~.)ll· Pn have tnlked b our ~olcliers - - to the nen cite are 

aetunlly fi~;hting the war -- men li vi lib for the mort part on 

5u n "'Onth and trying to hold together their families unt il they 

can t,:o t back, get jobs , ll.l'.d pick up the broken th r eads of their ... 
lives . 

I cen toll you that if they l1ad the power to pass a tax bill, 

it uoo ldn ' t stop at 10,5 billion dollars . And I thir_lt lhey hove 

e·.~nd the right to have their feelin~s in tho ~atter considered 

teriously. 

All of you knor. t he natur e of the suc,;cstions w'. ich Tie mde 

to tho !louse .lays and Means Committee . Let me outline them: We 

~u .. ..;ested a rise of millions in selected excises ; millions 

in corporation t axes . and bi llions in i nc r ea sed income taxes • . -
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•01;evcr , I 'llo.nt t o put all t he el'lphasis he r e today on the 

neccssH:· for rdsing a substant ial amount of revenue rather tbo.n 

on :my ~al'ticulo.r pl o.n to raise it . 'l'hat i s , I sincerely believe, 

L • .n !Janie probl em, and the basic source of disa~;reoment on t his 

:ou !mJtl, and t he public .mows, tr.at lhc \'.ar is costill£ us 

e fantastically large amot.nt of money. I t is ::~ountillb into a bill 

t .r.t r.o nne our return ing sol di er s and our child ren will be pa:d.n& 

off fo r the next quarter or a half century unless f ar more of i t is 

rt.ia off currently t han we are now do inc . 

It is nol comfort ing t o project your vision so many years 

ahead and see little possi bility of relief f rom high taxes , roga!'d­

l ess ol' lhe o\.ate of our nati onal income or whether we he.ppen t o 

be in periods of prosperity or depression . It certainly seems 

neither intelligent nor very fair to Mortgage the futur es of our 

cJildrcn without havi"b. a better i dea th~~ we have of what that 

f,;tur c nay brine • 

.. e have asked for 10. 5 billions . In many quarter s t his 

request has been held as t horoughly unreasonable , and t he protests 

have boen long and l oud . Obviously, it was not a popular request 

k Mke . '1/e knew t hat when we made it , Obviously, i t coul d be 

considered politically unwise to suEgest raising taxes to such e.n 

extent in an election year . We also knew that . llut the quest ion 
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is not one of political expediency, but of financing the rrar, 

a:.< o! reclucint as much as possible tho national debt , so t:mt 

~J ldio r~ rcturninr; front t he battle fronts could concentrate on 
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L:.e t'Oconsl ruction of their lives and business and t he re- es t ablish­

tent of lloeir incomes without having ha.D£ing over them, like the 

sr1ord of Darnocles , a huge bill for the costs of the war, which 

.,;e refused to pay when \7e had the money t o do it. 

Me'. we oo have the money to do it . 

1 ~~a~ aware as anyone that we are faced with great problems 

in setti".._ up a system of taxation that "ill get this money tvithout 

injustice; and toot we have reached the saturation point on taxl!.tion 

in Li1c caoe of many people throur;hout the ilation. Ther e are 

literally millions of people whos e i comes have not increased e.s a 

rcr •lt oJ: lhc war ; and there are millions whoso wa~es are so low 

. .. 

t~ct they can not maintain even a r easonable standard of livinb, and 

sti 11 ~ the taxes whl ch are even now levied against them. 

I have said l!llUlY times before thal four-fifths of ~ur entire 

n!.tional income rests 1d th those people earnir.~:, less than five 

taousand dollars a year . I should like to make it very clear, 

uo::ever, that among t hose peeple earninc less t han five thousand 
' 

e. year , thor o !re 21. 5 million people-- a third of all t he Nation ' s 

salary and wa~;e earners -- who make less than a thousand dollars 

a !'ear . These 21.5 million people earn a total of only 18. 5 million 
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r.ollars . Thus , it is obvious that these 21 . 5 millions who e~, 

'" aa nve1•a..,e , less than .~la a week mus l bo &i ven speci a l considera­

ti'n in limos like these , when we speak of tax pr or;rams . In fact , 

sl e of thorn -- nine million of them now payinr; Victory taxes whose 

i.1c:r es arc pitifully small , we shoul<l rolievo even of t heir present 

tucf . 1 "'~n ' t believe that is an unr eaoo no.ble request . I believe 

,. ir a ca~e of s inlple justice . 

•,,: because of these ::Ullions 11ilh tub- stnndard earnin s , 

: '.ttentl;: opposed the sales tax as a means of raising acc.i tional 

revenue . The cold facts are these : on a strai.;h t dollars and 

cert~ batis , a sales tax on all commoaitie s including food and the 

.1ecocsilico of li vi n& would fall with a dovastaHnr. thud on these 

21.5 million people earning less tho.n a thousand a year . ::rom the 

:tandpoint of food , wnich i s usually the lar~; est ite:n in a l ow­

i•co~ bud.:et , perhaps it would fall oven '!lore heavily, for t r.e 

s:::::-le :-cason t hat -,ost of these people are laborers ,·.hose food and 

basic re•uirements are c r eater t han t hose of the bir her income r,roups . 
• u .. 

~: .• !'CI'centa.-e of their earnings paia in taxes , in relationshi p to 

tt.oir lnconcs , l'lOUl d be , of course, entirol;r out of proportion. 

TI1ore ls only one way of sparing these 21.5 million peopl e 

an inexcusable injust ice under any sales tax scheme -- and t ha t is 

b;• e!inlnal inc from taxation food and the necessities of life --
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a."''- tl.a t , centlemen, woul d make the revenue t o be secured fro !:I the 

~ale~ tax a lmost too small to be worth the bother. An over-all , 

unjuzt sal es tax might get us abou t six billion dollars. If the 

necesril ics of life were eliminated , wo woul d be f ortuna te to ~: et 

t1:J ·~ : llion oollat•s , much of 1·:h ich we propose to get e.n:J'.;ay through 

select d excise levies . !.:ost of that extra four billion ;.oul n 

co o frJ t:.e blood and s11eat of people t•.!to honestl;,· can ' t afford 

:L . t ' s u:tt:!b!:able . 3adl y a s ne need the money, r1e can not 

te .e :t J'r cr. those rrho \,ould face certain hardshi p as a res . lt o~ 

r.err tnxntion . 

1'he b•• l k of the money, therefore , must come fro"' those out side 

of lo\'lest Income c roup, ye t within the up- to-$5 ,000-a-yoar r;roup . 

m lnck inr any mot•e preci se method of sepnrntinr oul the ones vdto 

.,ave t ho 1·roatest ability to pay, we believe we must resort to an 

:n, ~ease in inco~e taxes , 

Cf the total of 8 billi~ns of ne\' i ncome t nxes in our sllfJ;Csted 

pr·J ra~ , __ billiJns t7oul:l core fro"ll those 43 "'illions of tax­

.~:ors ~-~ earn , after present taxes, between ~1 ,000 and ;5,000 

or e. tot al of 97 million dollars . At present, these taxpayers 

a1•e ray i~ a total of about 10. 6 millions , or a little more than 

hntf of all t he income taxes levied a~:o.inst all taxpey ers . Under 

the &U{;i.,Osted new pl an , they wou l d be payin;; a slightly higher 

!'~'~portion of the total -- tbe inc rcase bei"ll duo to a sr.1aller in­

crease in th e l owest fllld the higher brackets . 
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: llo o you l':ill cons ider t:1e lo~~G-term olcnlficance of thi~ tnx 

L;ll before you decide upon a conrse oi action. I hope you will 

nev~~· lose sir;ht of the fact Lhe t t o t he ·extent the t t he 10.5 bi llion 

fl uro 1c J•oduced, jus t t o that extent we will be levyin,; additional 

taAe: upon tr.e men who ere now fi~;htins the war end upon t heir 

c_il.ran end ours. · ie can no t forever put off tho pa;;ment of the 

: e .ar bill 11hich is eccu:nulntin& at lhc rate of 260 nillion 

·.!lar~ a .a" - - less than a third of which is ~ein._ "!et in 

o• .• r:~ ·ent revenue at the present time . 

'.nd I hope you also will remeMber that every dollar td<en in 

l~xo: is Jne less dolla r which can cause an inflation that wi ll 

bmlo~ us , lha t will unnecessarily incr ease our war bill, and tha:t 

:>;ill "l0.:(c the job of reconstr uc t ion · nfinitely harder once the war 

~! 0\'tl' . 

I shoul d like to sa;r one thing more . On :"J\1 recent t r i p t o 

:urot:c, I s:_>ent a ~;rcLt deal of time invcslicating our 11a r expen­

c:itures abroad. I wanted to know whe t her or not r easonable care was 

beill€ gi ven to the spending of money at the f ron t . I did not , of 

course , make a detailed study , but I came away wit h t he distinct 

imp1•ession tba t the war is being foueht as economically as it is 

poss ible to fight against Nazi fanatic s who are perfectly wi l l i ng to 

throw their ever y resource into batt le. 
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• e; convinced that our commandinc (le~erals are not nastrels 

e;th:r· Jl "loney or men , which is a comfortinG thoucht . Ana I 

.;alr.cd Ll.e ciisiinct impressi on that our money, translated int o 

,1a!' e:uip11eni , and into the traininr; which makoo our soldier•s 

t tcei in Lhe world, i s winning the war .for us , and it is our 

~· .•• en.: ros;~urces l'lhich t urned away the hu:.;c tidal "ave of ?azi 

~!'~resslon .1.ic;, , not so lon.; a o , soel!'cd irresi stiLle. 

7..:. t is certainly a:nple recoMpense for an:r sacriPice r.e -:!lay 

••:e ·u.;e or r.:ll be cnlled upon to nakc . 

· 'te r taxez are little enou;::h of a sacrifice if it means 

. ic Lor ; , nn, a sound peace ancl the opportunit.1 to rebuild our 

~~~ at l'iC want it , not as sone dicta tor wo.nto i t. 

i her taxes are little enou;;:h compared to Lhc hnrdshi r s that 

oct of o r o.llies are .facinz today . ,/e have no bombs dr•opping 

Jr. J :• .J'ICS . Our friends and nei;:hbors hove not been lined up 

~ ~·,~ t a wall ana tilo t, as literally hundreds of people in .. aples 

.e~u Ylcioue:cy murdered by the ::azis . Our streets are not filled 

· iL rub',le like I saw obstructin~ the streets of 'alta . 

In short , we have been spar ed the hor•rl.ble destruction of war , 

~a v~ r:1 horrible that no one who has not seen it can possibly 

ir:t i.no tt . For this , we must be truly thankful -- so thankfu l that 

•;ill willinc; lo' tiehten our belte and pay t•:hs lever it costs to fight 

t • Yar to a finish to so co'llr>letc a finish that it can never 
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Tbos are the things I hope you will bear in mind above all 

elce w.en you are debatill& the disposition of the tax program for 

lJtl :. 
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COUMITTEE REPRESENTATION 

Present: Mr. Daniel Bell 

November 12, 1943 
ll :45 a.m. 

J.l.r . Randolph Paul 
Ill'. John L . Sullivan 
lfr. W. N. Thompson 
Mr. Joseph J. O'Connell , jr. 
Ill'. Robert McConnell 

R.LI. JR: Norman, I thought you might as well get in 
this thinf, because somebody is going fo go on a committee 
of some k nd. I don't know what i t ia. 

I.!R. suu.IV.Ui: Well, you recall wailcing back from the 
Statler tne other day I discussed with ;you Wr. McConnell's 
position on all t his post-war stuff, and I understood from 
rou tnat he--

H.1!.JR: (On the inter-phone) If Dan Bell is not busy, 
ask him to step in a minute. 

MR. ~1aliV!N : ~understanding of Bob's situation was 
that he was the overall man on all post-war things in wnich 
the Treasur;r was interested, and that· in all of these meet­
ings that are to be held over there Bob would attend all of 
them and he would take with him the particular fellow who 
was specitic&J.l;y interested in the probla:n that was then 
under discussion--just as the other da;r he took me to the 
discussions on the contract terminations. 

H. Y. JR: Can I interrupt ;you? 

MR. SUIJ.IV!N: Yes. 

H, LI, JR: You are giving me a little bit more than I 
want to get. 

(J.I.r, Bell enters meeting) 
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Sit down, De.n. Some new oollllli ttea is up. You have been 
in on part of t his. 'Rhat I a.m saying and 1lllA t Bell ha~ said 
h thia• You don't want to quote me. Wr. McConnell will 
represent the Treasur;y, via-a-vis Wr. Baruch and Yr. B,yrnes 
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on what t hey are doing o!er there, see? That doesn ' t nec­
essarily mean that t hat ~nc1udes all post -war tbin~s because 
there are a lot of monetary things--stabiliza tlon, 

0W~rld 
bank, eto. 

MR. SULLIVAN: .I t~ink that amendment is proper , and 
that is what I had ~n mmd. 

H. l.I . JR: When you said he does everything post-war, I 
don ' t think anybody can do that. I don ' t think he wants to 
get on Harry ' s world bank or stabilization of currency, and 
so forth . 

J.IR. SULLIVAN: They spoke of t his meeting this week as 
one of twenty-eight different things they had on their cal endar. 
!low, insofar as those are concerned, I think Bob should 
attend all of them--some one man follows the whole business 
through, just as Dan said. 

H.M. Jl\: Bell and I discussed it. 

MR. SULLIVAN : If it is post-IYar tax, lle will take 
Randolph; if it i s post-war pr ocurement, he will take me. 
He will take a particular fellow with him. 

Now, t here i s a committee of seven set up to handle this, 
called the Joint Contract Terminst ion Board. It calls for 
the appointment of a member and an alternate. 

MR. MCCONNELL: That is a sub-committee of the Baruch 
colllllli t tea? 

MR. SULLIV.L'i: That's right. Now, we talked in there, 
and whereas Bob attended the meet ing that set this up, 
tnia is more or less a sub-committee, an operating committee, 
to put into effect the things that were decided at the bigger 
meet i ng. Our view was that I shoul d be the member of that 
and that Joe O' Connell should be the al ternate, because the 
work of that Termine tion Board will be procurement work. We 
just wanted to discuss the matter with you and see if' i t was 
in accord with your ideas that we follow the general principle 
that Bob be in on the overall &nd when it got down to &n 
operating level it would be the fellow who was concerned with 
that speoifio problem. 

H.M. JR: Let me rest&te the t hing: Mr. Bell and I have 

,. 
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ta lked the thing over, and we agreed that in setting up this 
thing under ayrnes, McConnell would represent the Treasury 
and would take people al ong on the various things. Is that ( 
r ight, Dan? 

Lm. B~LL: That i s right. 

H. JA. JR: So far , so good. I don ' t think there is any 
disagreement as to that. I called up wr . Baruch and asked 
him whether ~. McConnell would be agreeable to him. He 
said, "None better. " 

Now, I gather there is a sub-committee . 

MR. WcCOHN&I.L : That is right; chairmanned by John Hancock, 
Baruch' s assistant. 

H.M. J~ : Have you an opinion as to who you think should 
be there? 

McCONNELL: On contract terminations, I think~. Sullivan 
should be a member of the committee and Mr. O' Connell should 
be his alternate on t he committee, because it concerns 
iiii'Ilediately draf ting of uniform clauses of contract. 

~. B~LL: You are ~oing to have a lot of sub-commit tees, 
no doubt, if they are go1ng to tackle those twenty-eight 
different problems and Mr. McConnell just couldn't attend 
an,ywhore near all of them, so he is going to have to have 
representatives around the Treasurr to sit on these sub­
committees and keen him advised and go wi th him when they 
discuss this parti~ular pr oblem in the full cocmittee . 

H.!t. JR: Is this contract th ing in tho Bill? 

MR. PAUL: No, it comes in incidentally. We have been 
fight1ng against reserves and for quick terminations, and I 
think essentially that is a good arrangement . 

H.M. Jit: DOes that fit in all r ight with your work? 

MR. PAUL: Yes, it does. 

H.K.JR: Have any of you 101 ideas? 

)(R. THOI.Ii'Sltl : That ia proper . 
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lffi . O' C01fNEl.L: It is all right with mo. 

MR. PAUL: I assume that as you get different sub­
committees you are going to make s ome different arrangements·( 

1£4 

MR. sutLIVAl~: Yes, we are not asking t he Secretary to 
referee a differen~e of O}linion; we are just vmnting to set 
the pattern that w1ll be followed i n many, many other instances. 

UR. PAUL: This affects procurement, so it is logical 
you should take it and have counsel available or as an 
alternate. You will be working together on eve~tthing. If 
some other thing comes up there wiil be somebo~ else. 

MR . MCCONNELL: I think the second one is also the 
same pa ttern, because it looks u t hough they will take 
up surplus property taxes . 

MR. O'CONNeLL: Yes, which real ly ties in with termin­
at ion and also is a procurement problem from the standpoint 
of the Treasury, because that is where our problem is.~ 

H.M. JR: I like to have a happy f amily and I want 
to kno\'1, 

l!CCOmfl:.LL: It is veey happy u far as I am concerned. 

H.M.JR: That is all . I was attrac ted to John Sullivan 
in t he first instance because of the contract he handled 
11'i th Consolidated Aircraf t . 

YR. SULLIV!h : I saw Fleet at the Washington tlotel 
dining room the day before yesterday, and he looked at me and 
sort of blinked. I had.n't seen him si nce December, 1939. I 
waved to him and he waved back, and then he had to call over 
tho wait er to find out who I was. He didn ' t even remember 
me . 

H.M. JR: He knew you t hen, ail rigllt . 

l!R. SUUIVAN: I ' ll say he did! 

H.K. JR: Ne11, is there anything else on this Baruch 
work i nvolving Byrnes? 
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l!R. !.!oco:mru: I think there will be when they get 
movin&· Bfrnes has been acting as Chai rman at the first 
meeting. 

H.JJ. Jlt: Is there anythi ng el se you wanted to br ing up'/ 

J.Cl . )(oCOIIN ELL: T'nere is only one question i n my mind. 
I don' t think we are going to get an aeenda of the group 
meetings. Without an agenda i t i s going t o be kind of hard 
to keep the indiTidual men post ed. 

Jl . lol . J:t: The way to do, send a memorandum t o me with 
copies to the other people. 

MR. O' CONNELL: It will all have to be af ter the ll!eet­
inzs. You will sometimes go there wi thout the fel l ow that 
you find when you get t here you need, because he wouldn't 
be sure eaoh t ime. 

H.M. Jlt: I have never seen Bfrnes or Vinson have an 
a~enda . 

MR. SUU.IVAll: We are luckier than o.nybody el se that i t 
is across t he street. Bob can phone anybody. 

MR. BElL: I t hink sometimes they can cal l the man who 
i s goi ne to handle it and ask t hem what they are g?i ng to. 
discuss, and he mi ght be able to tell you. I think that 1s 
Lubell . 

MR. PAUL: Sam Lubell. 

H.M.JK: Isn' t he a wri t er f or the Saturday Evening 
Post '/ 

UR. O' CON~ELL: That is right. 

MR. tAUL: Yes, he has a piece comi ng out very short ly 
in the Saturday Evening ~ on t he program. 

H. lo!. Jk : The Treasury'? 

UR. PAUL : Yes , we gave him an enormous amount of help 
on it. He is a lit tle fellow. He wrote tne rubber report. 
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H.I!. JR : Okay - if everybody is happy. 

!.!H . PAUl.: Did you see t he e.nrusing thi ng in the Post 
this week? A story about seeing the President. Pictures 
of Connally and everybody waiting to see the President. 

!.ffi. SULLIVAl! : By Norman Rocklvell. It ls very much 
IV Or thwh il e. 

~. PAUL : They have a little square in the illustrations, 
and the] put in t hat square our meeting wi th the President-­
llyrnes and you. 
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:;ovecber 12, 191.3 
12 :00 tloon 

Hello . 

Clo a.'lead. 

Hello . 

Hello . 

Horgen t hau. 

Good morning , Halifax here • 

!low are you? 

You told me to call you on ~rlday a:ornlr.g. 

Oh, ehat' s r! t;h t . 

tlow, any chance of seeing yo over the wee:<-end? 
I ' m -- I seem to be t ied up 1n the ev•nl ng tjn1£h t 
nnd tomorrow ni th t . 

I see. 

Bu t , ~;ould there be any chance ot seeing you 
quie tly on SundAy evening? 

Uh •••. 

11111 you - - I could ei thcr offer you a cu:et 
dinner here or offer you a drink here before 
dinner or l et me Co "lie and have a drlr.k with 
you. 

I see. Well, could I call you back th~s 
afternoo:1? 

Yes , surely . 

Because oy wl!e 1 s had a very bod cold. 

Uh huh. 

And she seems to be better and I would know 
better t h1e afternoon. 

Righ to. 

And I will, 1! I may, call you bock ar.d I om 
available SundaY afternoon ae fa r as I know 
or eveni ng. 

I 
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·· · I t would be l a ter - - rt~thP r so r t o r a f ter 
sixl sh. 

H::J r : I see. 

H: As r e.r e.s I am concer ned , I think - - lf .. . . 

Ri" ht. i~ el:l, l f you .. . . 

H: . . . . that ' s poesl bl e f o r you. 

~":'Jr : .. .. keeo tP~t ooen li t~le ~it ond t hen 
I ' 1 get i~ : ouch wi t h you l e t nr . 

::: Good. Lovely . 

!." ... J r : Thonlt yo:J f o r eaJ.l1~g . 

~ : All right . Good bye. 

!n:J r : Bye. 

168 

Regraded Unclassified



nmer 
Oav1 s : 

H:·!Jr: 

~ . 
J • 

~ . -· 
:n:Jr: 

D: 

HllJr : 

D: 

Hl'.Jr : 

!!J.!Jr: 

D: 

!:1!Jr : 

D: 

-~--

169 
!lovellber 12, 191>3 
4 : 2g p. m. 

Hello. 

I wonder 1f I could see you the end of th1 s 
evening or tomorrow morning. 

Sure. What have you t:o t on you r mi nd? 

~/ell, our t~ork in Africa . 

o'ha t 7 

Our work in Africa. 

I see. Uh -- I' m Jutt trying to thlr.i! 
has Sher .. -ood been t&lking to you? 

Very l1 t~le . 

Yeah. (Pause) Hello . 

Yeah. 

I 1m Jus t t r y ins to thl.nk .... 

'#ould yott b e free around six o 1 clock this 
evening? 

No . You and ! work op~o&ite ends of the day. 

I see. 

How about 9 : 30 to:norrow e>orr.1ng? 

9 : 30 ~~u!d be ~ir.e. 

Thank you very much. 

All right . ~nank you. 
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~~Jr : 

Hello. 

Hello , l(r . Secretary. 

Oacar . 

Yeah. 

::oveober 12, 151.3 
!.: 52 -:> . m. 

Somebody has Juet sent me over 11Lend- Leese 
for Victory" by E. R. Stett1nlua. 

Yeah. ;larry ".ib1 te told me t:U. t you hadn 't 
seen lt yesterday e~d asked me lt I could 
set a co~y of the ~nusor1pt for you a~d 
a co.,y !"or 0101. 

He -- well, h; certainly ~id a beautl:ul Jc~ 
on leaving me out of the picture. 

·::en , I ltept t elling Jooim all the •,·~y throueh 
that lf thern ' s any cruY that did a Job for 
hie countr y ln that thing , hls name ls Henry 
!·1orgen thau . ~ 

':I ell , you ;;ouldn ' t know 1 t f r o11 thlo s tory . 
l1hy , Just the thlnt; of how >:e go t the •neapons 
t he rifles and all that e rter Dunkirk .. . . 

Yeah. '.lell , ti".at ' s in ther • 

1rlell , I knot.•, ~.1t t~e whole mPet1~s , :·:nre!:all 
and 81'dle and t he whole thine too;. place ~n 
my room. 

Toot's risht. 

Stettln1us had no m? r to ~o with tr.at then 
the Co p on the corner . 

That' 8 right. ~:en , exofo t on the rollo~<-up 
which was a ft er the touch ;ob wac done. 

No , we gave hie Company an o r de r at that time. 

That ' s right. 

He dl.dn ' t - - but the t hings -- •·e sot th<' stuff in 
the boat and go t the boa t and it go t over t he r e. 
He had nothing to do wi t h that . 
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That's right. 

Whst cUci he r.ave to do on the toll ? Th ow-up . e 
stuff '.tlla there before he hed anything to do 
«ith it. 
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Oh , the only minor thing in thllt thing was u. s. 
Steel E.'q)ort. 

Yeah, bu t that was his E:ompany. 

Tha t 's right . 

Ane he •.;asn ' t even connected with the Com?any 
at t hat tir:e . 

The t 1 s right. 

Anci he doesn ' t claim it t or hie Coopany. 

Oh, no , he -- wr.a t he -- of course, on all the 
past stuff when he ' s writing the boo7., he ' s 
ta lking about stuff he had nothing to do with. 

l{o , bu t it's - - God, he does-- he must br eak 
hie arm patting himself on the back. 

Yeah. 

I suppose the book ia all finithed. 

Well , I don 1 t know -- I think 11e C!Ul o;>robably 
do aomething about 1t. I ' ve been trlling them-­
all those fello'll'a that wer~ "or7.1r.c on 1 t . 

Stettinius gave me all th·: talk or-- he 
talJ<ed to c:e and so forth and so on b:.~ t .... 

Yeah. ':iell , I 111 t ell you what I t!-..J.r.k is the 
>ray to possibl y straiehten tr.nt out. I think 
there are two or t~~ee spots where the 1npreseion 
is that the guys who really were dressing their 
fee t cUd this Job. I mean , you t eke some of 
those references to the War Departmen t people 
end Sta te people -- well , anybody that was in 
1 t knows that the only thing they couldn ' t stand 
"as the pressur e and the auocses of the thing -­
that as tar as initiation and contribution was 
concerned, you could charge i t up to ~ero . 

r 
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Hl'Jr: 

't:ell , !-!onr:e t's co:ll1ng over-- he sn!d, •:!ello• 
t o !lle end tl'.s t's alL \'/ell, m;r God , I lived 
~<1 t h tl'.at fellow f or a year o~d " half , 

Tha t's right. \'/ell , I think the ••ay , probably , 
t o etrs1£hten i t ou t would be i f you could ge t 
somebody i n your shop to point ou t ln ter :lls of 
the r ecord of the thing that some of the emohaeis 
i s >Ir ons and I 111 do the same because I - - I 
don 't think it . .. . 

iiell, who ' e wr1 ti ne; the book ~<n:r•·ay? 

::oat of t he >.T1 t 1r.f, 1 s b~1 ~., d:> .. e b:; s ~·llow 
~smed Louis Eeeto r . 

t!ho? 

~ector, H-e- c - t - o- r . 

Yeah . 

:! P. ' s a !;'O:)d man • 

He' s over on tho L•nd-Le~<ae Staff . 

I see, 

And he ' s a co~eter.t f ellow but t~e o~e thing 
I've sald t;o Stett1n1ua all tht wo:· :hro"t" o~ 
this boo4 !.£,"I don 't think 1t' e · :ort~ oubl1e1"'.-
1ng unl eee you t1ve a correct !~prese~on , tnd 1t 
you don't ~a~t ~~knock the !ello~a •~c ¥€~: 
dr8£&1r.g their feet, t'l• >'toY t~ do :;.,: le r.ot 
to -enti or. :~em, but for G~d ' a saF.ea mer.tl on t he 
gu;ra that r eall;r tid a eu' r-human Job. • 
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Well, it's t he -- 1t 1 e th• ':lOS t ~lowlrt; th ~ ng - ­
he t akes oredi t onto hima•lt •·hen he ··ad absolu t ely 
nothin~ to do wi t h the ~~ing . 

Th~<t ' a righ t . 

God damn 1 t ! \·!hen he -- whey doesn 't he - - \'hen 
this t hing was hapoenin~ he wne on raw ma t 9r1ela 
~<:hich he was .:ror.10 on . 
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Yeah. 

Tnen ~~ey kicked him out of that thing a nd they 
put him 1nto priorities and in front of Knudsen 
Knudsen told him that he ~me nine t een thousan~ ' 
priorities behind. 

Uh huh. 

'1ihen Knudsen took 1 t over. 

Yeah. 

And it's very unsportszanlike, :~e ~hol e book 
I nean. 

Yeah. 

I Qean -- but maybe thle -- ~ell , I ~on 1 t care--
1 t' a <·:hat I would ext;> ec t. 

Well , I care on lt because I •... 

It ' s "'l'.at I would expect. 

Ho1< about . . .. 

I mean , I' ve just been glanci r.£ at it end you 
wouldn 1 t know t hat you and lt.cCloy or Ed FoleY 
had anything to do w1 th 1 t . 

Ul: -- ho" f er did you glance? I thi!M . . . . 

I juH :<as glanci r.g at the Psl't of - - j uH tr.e 
beginning. 

Yeah. 

Before l end-lease came into existence. T.~en ~e 
gives ~~e etuff about how he opened up the 
heari ngs . Hell , he never appeared at the hear ings 
on l end-lease. 

That's right. 'Nhy , he doesn ' t-- does he eay 
that? 

Yeah, about what he said before the Co~~ittee . 
Christ , he never wae -- he never had anything to 
do with it. 

That's right. I haven ' t seen that part . 

Regraded Unclassified



-

t.;-'Jr : 

C: 

::::Jr: 
" · .. 

C: 

• ..,. • 0 

•••• o.);' 0 

c: 

C: 

!-!~!Jr : 

C: 

H!:Jr: 

174 
- 5 -

It' s j ·1e t as bad as t !-.e ol ct•1r • !!1 881on to 
:to scow. " 

Yech. '~1ell , thPt ' e bad bue'nesa . Hae :.a ss 
Kistler so t a lot of cor rec tion£ en~ nae in 
mi nd? I thln:t .. . . 

I don ' t knO"-' · 

':iell , maybe bet~<ePn th• two of ue w• ce~ .- t " .,e so".Je 
of that ? r1or etufr stra1~hten•d out . 

Well , 1: tcl~ee ~ourr .. o o th .. ,1!.~1"' b·~t 
~ell , I Qicn 't ex~ect ·h~ · o~ ::ettlnlus. 
I thoueht t~~t ~~ voald -- I -- you know :~e 
stuff - - ! thou;l:t yot wou:.d tell 1t to 1:1::: , 
too . 

~Jell , I t:ll..! 1 t to h1- a out -- t!'lvse t el lowE 
~~o~t ~itty tl~ec anc: ca~ k~ p 0 ~ol · ~ it 
:he f1~ty- s;venth tl~e . 

Yeah . 

Because I th11Lt 1 t ' s bod, o<Jt te ~ el~e frcr.o the 
uestion of "credi t ~<he!· credit ls due" , ! t:J~rk 

t he impreeeion t hat t!·.ir tn' nr ,.n;· ... ~ve i:: t~ros 
of the hietorlcnl thirg is that lt OU£ht t o be 
right . 

'dell , l t isn 't rll'ht --it' & :l::olly ~:o~a:r --
1t puts t~~ ~~a )oelt:c~ ·hich ~e ~oes~ • t 
Ceeerve end :l"'.e :>eo le t~ ..... s··eE- ~ed ~:--.e ;:J~q; 
through &nd got t!:e leg1sla:1or t~rou&h &r.d 
all t !'.Jtt just don ' ;;_ tar.:; cu~t at all . 

~~11 , tCe onl y cr~pter I've Cean over e ~=~-car~­
fully i s t :Oe Chap te r Slx •·:Uch - - thej' l:t tended 
to put some of t~At rt~:~ ln . . . . 

Yeah. 

... . and I haven ' t rer ead the re~roft of t ee 
other ohaot ers yet ,,,h1ch I am t;olng to t.o aver 
the 11eek- end, eo maybe I con ae t t he:n to ge t t he 
1mor ess1on straigh t . 

Th ey never aeked t o see any or ~Y stuff as far 
a a I kno>~ . Did they? 
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I t~lr~ tcey dld . 

!lid they? 

Yeah . 
be to 
!Hlrts 

3ut I think one way o f curing 1 t might 
l e t a f ellow llltc Louis Hector l oolt at 
of 1 t if you f~Pl tree to do 1 t. 

Louis !!ector? 

Hect~r , H- e- c- t- o-r. 3ecouee he ' s en hor.e~t , 
al::l e t;uy . 

iiell , any>:E>y , I r~el bettPr bu t I don ' t e>:t~ect 

4:'1~:!-..!..!".f: ~o !"..e--en o·J t c ~ 1 t . 

·:t"ll , t:e'll try . 

~iell . 

: juet l:&ntee. to t · ll :<>u w~ ' ve d.o~e n little 
rr.ore checking on :h1e C'.ll.>ertson th~r.s. 

Ye&h. 

And he dl.dn ' t make t l'.e etatem n t l.n the C. C.a A. 
meetinf! .. .. 

Yeah . 

. . . . bt:. : he ... £de 1 t in paes1r.g t~ ore or the 
Sta:e Depar:~e:: t :!'ello-.·s 3r ~e wo.r ·.;e.lki::£ - ­
as· h£1 blustered otr cr : ... e :e~t!.r.g. 

I see . 

So , I'l: tollo"' t~r - up . 

Well , ~ t' e only a pln-prle~ . 

Ot, I kr.ow, bu t :hose thir~a aren ' t rlstt: 

Okay. 

Thanks . 

Bye . 

Bye. 
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TREASURY DEPARTMENT 

INTER Ol"l'IC E COMMU NICATION 

OAT& 

,ccrclar~· or ::;enthau 
t:ovember 12, 191~ 

';'.;o t:>in;:.~ :or your connl do>·a Llon : j 
1. 'ontu.;u ::o t•:nan Las been elected Covc~·nor ~f t:1e 

• •.. ' :n~lani for t:1c .tl-lent-;-fift!, consecuhve h,.,e . 

,.)' .Mt to do anyt!.in.; a .. a•t it? 

~ . J . - · •:ou,_telin., is havi"L i'l Hs labo:• re~rcson-1 
ln i't"~ to r a confe t•ence the i'ir:t ti.roo dayr of next wee:: . ~ 

.,;ul !.._lll:c to have ~·ou say n fo11 l'.o rdc b t~cm on one 
~ 

or tho dayn . ile can a~senblc Lho:n in t ho Cl.arl ::oon • 

• w t do ;·ou think? 

• 

--
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No 1'11&11 !liD liP 10 n 

The Storet a ll'f 

Pl .. ,, speak w •• abou' w111 t here are wo•en opeN,ore 

o11 Ill n1SM on t be ro 'ohboar4. I don ' • lUte 1 '· ~ 
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!lerbart Outon 

saoratur y Uorganthau 

177-A 

NoTembar 12 , 1943 

I don ' t know who is in charge ot Security at Fort Knox 

but General Oraanbaua uas ~own t~ara and he saya that all 

t ha practice al urca are on t he hour and it anybody wanted 

steal soca gold , it they did it one r.i nuta ot t er the hour 

t hey would have t ao minutes in which to gat awny wltb it. 

lie, tbaratora , auggeeta tbbt &bob week the tiae be obbDgad 

tor the t est because everybody down tbare knowa tbat t he 

teat i a on the hour. ?laana have somebody look i nto t hia 

and make a r eport t o ma. Thank you very MUch. C}'~~ 
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Dn1' IIJ', LlU•Uialt 

I baw ~· 'w .. el ._, tile faMe .. Y.U.F 
AlltllorltF t.e .. ftNt htaNl eo fll er ..,........ 

wbOee eteee .,. nDlarb' ........ , •- 1!5 ,.. 
-•et ·~---,_-.. ,........., ... 
t~c~Me. I ........... JW, te 11 petal&te JWr 
eat:t.N ,..,... .... ,.. •te .. ,,._... ........ ...,.,, 

...n r.w ,,, .. IN.U.t upneeM a ....... 

tibat Iowen t ~· 1et111 *' wq t.a tble ~~-•el 
part ot..,. wu p;aer ~ 1!5 per .. , et..,., 

pq ..... te •• vu I'""_,-_.. -.&e 11 eet ea1F a 
............. &Mt.YUIIA1 .. eee , ... ft ... 1a1 

......... ,., ... ~ le • ..-..... - ...... ...., 

........ - ..... - eMt.ti-.1 ..... tlal ........ " 
hie ... ., ., ....... d a J ....... , tld.e ......... , .......... , ........... ea1n'el-
teMeeeoe Yello!Aa.._.V :::true wt.U-­
et••·el ._ ..... , .. •••·=-- ...nee. 

J 1t .. • a ,.. ... row ...... .:I ...... 
ot nu ,ooo a' ace•.,. *' *":.t;::o....., :-'" 
et tld.e ,... ., ._ •• ' "''F• ·-• r .............. ...,. ......... . 

D'lhrtlf 
ll/U/~ 

wmaea,, 

~--· ..... -; Jr. 

.... wr•'*"' r 

f 
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IIHJ' 1111'. llal'l'l .. l 

X _, rw to a.. aat I 411'11la" 'lf1U 
~, .... ··- ..... .t.l&' to .. hUII'IlU. 
lblpr .... . 

l .. lf1a& .. -- Qat teUlq ..... ., 
ot Ull Lftte M& a ... offMt • ,_ ~. 
X .. CQlte - .. , •N of tbll ... of ..... 
lbCNU M .... ~t, ia a ..... 11bt.a l . 

::...=::..:-.:: ....... ~~ ::.t:.."-::r .::• 
OM ot taaolr -.lor Iolii. 

(P f) 11. ........ Jr. a 

1111', r.-~t • :LS:a, craw r •• ........... ~ ... ··•r..•Oo· 
........ u.. llllliiliM--

raapo ~ 
U - U...J 
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% •Ill.&" ~tala' telllac ... ...., 
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~) Jl. ............ Jr . 

... ,_, dill, I a Nl. ••• .... _. !-"- ...... INil ... 
hlal'lUtt IIIIIL.IZII .... I'M-
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U-:U.....:J 
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THE MISSOURI VALLEY IRIDCE 6 IRON CO. 

_.,.,.,,J,,,wH•• 
'lli'!HtfOH 111011 (O~'AJiiY 

C f M4GLIN AND .ONf, INC. 

(SHIPBUIL DING DIVISION) 
,., O . IIOX 118 

EVANSVILLE 6, IN DIA NA 
.IOUI"r 'I'UI'TiiiU.IUI 

tllCH"l lll. · MCC~C·,.A~:tONt COII!r, 
tol.l.ITT C:ONITitUC:TI<»4 COMI"AH't, INC, 

I ,././ 
Novel!lber 9, 1943 

"n!e Honorable Henry l!orgenthau, Jr. 
Secret&!")', United States Treaeury 
TreaoiU")" Deportment 
Waehington, D. C • 

Doar llr. llorgeothau: 

~~ToOtflu 
N.t lotndi~ • •• 

' " boW ltefw To 

You will undoubtecll,r be p-atiCied to lcnow 
that your recent ...Uit to the l!l"<anoville Shipyard baa accoe­
pllohed IIOJCh JDOrt than its primary purpool Of anoouncing to 
the nation the success or the Third 1l4r Loan Drive !rom the 
locale or one or the vital war industries. Since your address, 
'llhich revealed to the Evansville Shipyard employees how the 
LSTs they build came into being, the details or how these shipo 
had acquitted themselves in action and their vital importance 
in the pattern of Victory, we have had tho opportunit y to eval­
uate the effect of your personal appearance upon production by 
our workere. 

It is our observation that there has been 
a definite strengthening of determination and morale among our 
employees, inspired by your story of the importance or our shipa 
and the manner in which you impreued upon each individual his 
reepona1b1llt7 not only to produce, but wo to help to pay tor 
the ahlpo he builds with his war bond inveetment. 

It wu an honor and a pleasure to bave you 
with ue tor the day and we asoure you t bat your visit hat con­
t r ibuted veatly toward a t\lllor appreciation or our deep respon­
sibility to the war effort. 

Sincerely yours, 

n1E IIISSOURI VALlE! BRIIX2 & IRON CO . 
(Shipbuilding Divlaion) 

Copy to 
'nlomaa Lane, 
TrouW")' Department, 
lluhingtoo, D. C. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OATE 

J c ' r l'o~ t.:o~ con thD.u 

. ~~ • r yvu .. rto ... ~ntecl t~-~e tc.J~ Jill tw Conv~cas, I ~d Sf'c.·e t. 
..... v ... cc .tJ :"'. lcc.~n.t..o nc.,· ~;t,perc !row \oo.r ... u.J, ... CJu• ........ e c01.0.r.t=-y 
;.~ ... C.c .OJ r _, ... o Oc .. o~er lo . We receive<!. lOu JWY.~'_,'-~e re 

v .l:.t , ; .G. 1:1 t: .. cse ·ere ll7 el.11to.i:...ln cUou: ~L~· · .. :.....x 
• •• ' !..rt . ll<> = of Public Rel.c t 1onc ...rde Ul t.r.-:;,•ti< , 
. -. .c ~ < ..r.e .u o;hll g-. t s : 

• 

;, . 

' u . 

,:: cJ1t~: l!J.s (7C~ of ::.e tot~:) 1 e::: t<l< :..l~strd 
t:JJ . :-Ol}"l-.3

1 
e:.ief'ly "'CC~"'se 1'1 1 t !"L llo .. o C. l'eco.e. ,;r.:t 

• .. c ~ ;:t'c to Lll in proportion •" ,1.1:1 -..y .o ,,cy ; lt 
o~ld <l W'.tCi. to d1scourll5C t;.e er1r1t or lmlividuel 

• .~crprloc . • 

or t:tooe un1nvor~'blc editori~olo , 25 ( ::1 ~) et.ld ;.oint­
bl<Jti. t.ho t t!-.c country would ue un<.ble to ·"cc t t:.e 
''" t~.x de•·~<•.nds tl.a t .:w cvtur<<tl on ,>olnt ie .. bout 
nnc:.cd i n all brac:.tcto . 

CH ... rr t. sou !'or t·-.e ..._.'!"£ L t C"d1 t.orlt.l :.m. o~u: ... ;.-1 t:r e;~ 
·.. . roc.rn.> wn:t !Je !'o;.:nd i n ;...c :. ct t.:~rt 33;; of tte 
Adl~crll l£> (included ,,...on._ ~:.c 7~,; n:nvorable) cO.:l~d 
to:- c. ~ ... les t£.:·:, c..nd crl :1cL:.ed t.:1o :'r~c,rury P:,.gt...~'-' 
!.cc :se 1 t d!.C. :lot 1:-:clude c. L( len ~~:: . C~ol:; tor.-' of 
::.c odl ~or1r ls :::.£.de tm.Y :mtc.vorr-..:e co -ent a:.Ou~ 

lee tax. I t 1s 1:1t4"rcst1nt.. ~ :1ot.e ·-·· -; ~--~ ~~llu:> 
. ell or. ::ovew:,er 3 !'cund t:-.r t ~3~ o: .. e :Jubl1c rre­
rerred t. sales t= to 1nc~e- sed 1nc _e t,_,;tG . 

15 cd1 tori c.ls ( 13f.) es1d t:.., ~ t:.e Tx· ... our;; deserved 
co 2endation for r. courageous true pl:u\ . 

10 ed1 t o r i al s (~) sald the pro(;;t•arJ t.!'Penrcd to be a 
.ulxture o f good and bnd proposc.l c , nd the Congress 
should only malte pr aoticc l QJld helpful chc.n.;co . 

) editorials ( S~~) etronblY d!OI':provod of Secretary 
:!orgenthau. ;Ul but three of ~hose , !.ov,ever , ap~eered 
i n tho scri pps- Bovard prose, or orl t.lnt ted ,. i tn .r.e 
Scripps- Howard ~nageoent . 
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~ive column1sts ; Lawrence, Krock, Unllon Gould nnd 
l'vrter , nlso eo;nmented on l!orgenthau, pe~sonslly . 
L ··r<'nee said tnat llorgenthau was nn excellent mana~J;er 
of the Treasury Department, but compln1ncd of his 
st:.tt , nnd indica t ed tha t he shouldn ' t delega te to 
!110 oubordina tes the responsibility of dealing with 
Co:1t;rees. 

j(,"'ek complained that the i dealO(,ionl factor in tax 
ll1ll6 hna e.l.Te.ys guided llorc;rntl\nu , «nd still does . 

!.:.-llon said "L!r . !.lorgenthau is unpopular t.itll the 
lo~islatora, but 1n a Lul d r.ay.• 

:; uld cald 0 whllc !!or;;entl'.c.u t•.kca the rap !'.!' cruch 
• " t eome a out o f t!te Trecsur:1 , the LIL1l rc:l!)ons1ble 
f r tl.c tax prograos 1 s a little cx-oe.ll street 
l • ;·er - R:ndol pil E. Peul . • 

Forter snld •uorgenthau r•allted into t:.la . r.e ccrt~J.nl;, 
cl:cd ror a concrec s1onc.l ~ ttaoi: •·!.en he ~reacn:ed "-

. ill 1'1 th such rougi:. ed;;es co obv1ouc t;,:.t even c 
•. s11r l observ.-r coul d find them. • 

7. 10 editorials ( 9;'t) d1ecusoed Vinson, •nd none , .. ~.a 
:rl~ndly . Tho Scripps- Howard ncwapu,,ez•n I'. ito 1\0I.U. ­

.. r t~d hl m tor Secretary of t~.o Trcc.ll\lr;t , refr~J.ned 
c 'llpletely from con•oent eft~r 'ic • . ponrMOc . T:1e 
lo t Of the cr1t1c1eme are !iS follOI''S : 

111 '. doe an ' t seec m-obnble tl':llt a chnnt.e of Secretaries 
WO'lld :JL\ke much difference •• ( snn P1o..,'l) Tribune s·~n). 

•He hrd no better erbJmente to c!~Pr !n Just1:1cat1cn 
or :.:le mco.eure thc.n dld ~- t:ar'"'~nt.t.nu .• (l:c"" ::or:t 
Hcr~el4 Tribune) 
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"He doesn ' t believe 1t possi ble t~ hold the line abalns t 
1ntlot1on 1f a sales tru: 1s ennctrd • . . ticls ner.spnpe r 
doesn ' t believe that . Furthermore , it eu~&ests toat 
tnyone who res.lly does believe 1t and who i s v:i l l1ng 
to nccept Md g1 ve HJ,Y to euoh n oondi t1on , comes 
pretty near a s t a te ot mind which un£1 te hlm t o hol d 
the office IVh ich Judge Vinson does hold . • (Wall Stree t 

J ournal) 
"Judge Vinson carne off second beat in hi s Ways and 
l;!'nne colliquy on taxes ''11th Roprosentn t1ve Knutson.• 
(Wuh1ngton Post) 

• 
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'He hnd no readY answer. • {Philadelphi a Inqui rer) 

•con~Tess should not , and it looks nor. as if 1t 
v•lll not, accept tbe Treasury ' a bluo print Just 
because J udge Vinson and other Administration 
opol,eamen say the country will uo to the dogs 1f 
tho dot on an I or the cross on a T 18 changed. • 
(De troi t Free Press) 

"Jud1,e Vinson , who is an assistant t o Economic 
Strblllzcr Byrnes, hns been nominated to front tao.n . 
so he co:oes out swingi ne;. The sales tax, he says, 
" 111 be bad because 1t will tax the consumer. I t 
·ould, 1n fact , be i nflationary because it rould 
ec t 1n uoti on a seri es or decwnds for co::~Pen sctory 
c~~ 1nc~enses, ~~ich {Judge Vinson i uplies) the 

oovern:ent ~uld be unable ~d un~lllln& to reslst. 
nlld ~1a t is one or the atr~neeot t ~suments of t!:e 
i~ r . • {Om~ World Hera ld) 

The t ull · r eport i s a ttached. 
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ANALYSIS OF EDITORIAL COMMENT 

ON THE 

TREASURY TAX PROGRAK 

Saeed on 117 editorials appearing 1n 108 leading newspapers 
throughout tbe country. (Tb1e 1noludea 13 Sor1pps-Howard 
and 5 Hearst newepapere.) From October 5, to October 16, 
1nclu81ve. 

18t1 
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THE TREASIIRT TAX ~IWi 

Favorable - 13~ , 
(15 editorials) 

The Tro3oury •o tax plan merits more eerious considera t ion than members 
of the Pouoe 'Playa and lleans Committee seem d\apoaed to gi vo it. It i e 

1 eouraroous tax plan and the Treaeury deservee to be commended, The American 
psople will meet any oaorifice necessary for th e 'llinnin~ of the war, and il 
hi ·her tues are imposed they ><ill be paid, 

General - 9~ 
(10 editoriele) 

Tho Treaeury tex pro&razo appear s to be a lllixture ot good and bad propoaals. 
Con•rese •hould r.llte aura that only helpful and practical changes are cade. 

Unfavorable - 78% 
(92 editoriela) 

The Treaeury tex progrliOl causes deep concern because it 1a believed trot 
it raua to epread out the program to all 1n proportion t o ability to pay; 
it 110uld do 0011ch to dl.$courage the s pirit of individual enterprise; neither 
Con~reeo nor the Administration is forgetting t hot 1944 1a an election year. -I NABILITY OF THE COUNTRY TO MEET NEW TAX D!l.!AHDs- 21~ 

(25 ed ltoriela) 

Thie group believes t hot t he saturation-point 1s about reached 1n all 
bracket•, and any assumption t hat increased rates ><ill bring proportional 
rPVenuu muat be aerioualy chall enged . They auugeat that t he proposed bill 
oietakes willlnf!:lleao tor ability to P"T• 

PrniO!!AL CRm:CIS!' OF SECRETAIIY INJR:ll!!:li!'!WJ - II% 
(9 editorials ) 

Scrippa-l'onrd and Hearst editcoriela voice t bt strongest disapproval of 
Secretary l!orgenthau. They accus• him-of plA)'in~ politico, shirking hia duty, 
Inability to lead and dOitBlld an explanation of 'lilly he 1a allOlfed to continue 
•• head of the Treasury. 

CRITICISJ1 OF THE TREASURY D!lPAR1\!M - 4'J. 
( 5 editorials) 

They oay tho Treasury lacked t he vision and leodorohip 'O!Ioioh Congres• 
tile public had the right to e.xpect . 

HEACTIO!I TO VIXSON ' 5 TI!STIVONY - 9:l 
(10 editorials) 

Ju<l&e Fred U. Vinson may have helped t he cauae of tho Traaeury'o ~ 
orograa, but ho had no better argu:nent s t o otter 1n juatitication of the 
"' .. •ure t han ~1d 11r. llorgonthall. 

and 
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THE Tm'.ASURT TAX PROGRA!.! 

Favorable - 13% 
(15 editorial•) 

) 

The Tre3oury•e tax plan merits more eerioue coneidoretion than members 
of the PoUlle Yl&ys and !leans Committee seem dieposed to give i t , It is 

1 eourllXoous tax plen and the Treasury deserves to b e commended. The American 
oeople '11111 meet any aaerUiee necessary for the 'OI.nnin~ of the ..,,., and if 
hi il•r taxes a re imposed they will be paid. 

General - 9~ 
(10 editor ials) 

The TreUUJ7 tax pl'Oflr<ll'l ~ppears tc be a lllixture or good and ~ proposel.s. 
!;A)n,ress ohould ..alee sure that only helpful 111d practical changes are made. 

Un!avorabl.e - m 
(92 editorials) 

'"'"' Tre .. ur.r tax program causes deep concern because it 1e believed tb:lt 
It taUs to opread out the prouam tc all 1n proportion to ab1lit.r tc pay; 
It ""uld do 1111ch tc discourage tl<.e spirit of individual enterprise; neither 
Congress nor the Administration i s forgetting t hat 1944 1a an election year. 

INABILITY OF THE COUNTRY TO I!EET NEW TAX DFl.!ANDS - 21~ 
(25 editorials) 

This group believes t hat the saturation-point is about reached in all 
bracket• , and any assumption that increased rates will bring proportional 
l'i'venues l!lllllt be seriously challenged. They sucgest that the J2'0posed bill 
cieta~es 'llillingneat f or abilit y tc pay. 

PY.l'SOl!AL CRITIC!S!' OF SIDRETARY IIORli'JII'!WI - ~ 
(9 editorials) 

Scrippa-l'oward and Hearst editorials voice the stro038at diUpproval o! 
Seerstary J.'orgenthau. They aecuse him-of ployini{ politico, ehirl<ing his duty, 
inability to load and delt31ld an ex~>lanation o! wilY ho 11 all011'sd tc continue 
•• bead o! the Treasury. -

CR!TICIS\' OF THE TREASURY DEP ARTI!EHT - 4f, 
( 5 editorials) 

They ·~ the Troasury lacked the vision and leadership which Congrese and 

the public had the right to expect . 

Jud&e Fred u. Vinson may have helped the eauae or the Treasury'• tsx 
orogram, but ho had no better arguments to ofr.r in justification o! the 

than ~id IIJ', lloraentbau . 
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VARIOUS TIIII«lS AR>11r TAX BIU. W!IICR 11!11! ClliTICIZBD 

Corporation Taxee 

Increased corporati on and profite taxee are opposed on the ground 
that thay 'IIOuld weaken incentives to efficient production, reduce needed 
ruervee , threaten post-war unemplo111181t1 and be of no aid against 
inflation . Justice t o bueiness , not eubsidies, ehould be the goal of 
our law-mal<.era. 

Life Ineurance Policies 

This ie no timo !or reforms which are political. 

Lwrur:r Tuea 

Luxuey taxee ,.,uld increase 1mpo• te on a few articles alread;r 
Oftr taxed, loadng without aey tax whatenr oth~ article• 'II!Uch cannot 
be classed ae neceuities . llr. l!orgenthau ie deetined for dioappoint­
o:ent on ,..,turns. The luxury tax 'IIOuld discoureco production or needless 
thins•, t hereby defeating the rnerme purpose. 

Refundable Taxee 

Conrueea revenue with borrowing. A~ refundable tax io in the 
category or borrowed ~noney. There is reason to believo that the confusion 
oJ' the two mny dry up ta.x sources without increasing lending. A.ny ..,ney 
tor r efunds could be had only b)" collecting it in 1n0re taxeo . 

Social Security Taxu 

This tax 1a, and always has been, only a aubterfuse to raise JIIOney to 
be spant b)' the OovernDmt. It is not true war finance, eince a new debt 
in equal amount would be created !or tutore Sociel Security benefit s . 

Victory Taxes 

Tho political usefulness of shittins the $)00 aillion lev:r upward 
eloni the ineoooe levels need not go unobeerved. Tinted by consideration 
of politico to bolster New Deel vote getting atreqth in the pre­
election year. 

Withhol dinS Taxes 

The American wage earner s c&MOt well etand another withholding tax. 
Thoro are millions whose salaries have not gone up. 
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SUR'Iln' OF EDI'OORIAL COJM!m ON SALES TAX 

Baaed on 11? editorials appearing in 108 n"""papere 
throUJ!bout the country, from October S, t o October lS, 
lr.clwoiTO . 

f'&Yorable 61 editorials • •... • S)$ 

Unta1'0rable • • • • ? editoriw ...... 6% 

Oeneral •• ••• ••• 9 editorials • •• 0 •• ?% 

No opinion • . . •• 40 editorials ...... 3U 

• 
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'fAX PROGJW( 
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NEISP.t.PBBS IliCLIJDED IN SURVEf OF TU I'ROGIWI 

AlliZOll.l. 

Alll\A!ISAS 

CW?ORNIA 

COLO!' .ADO 

COOW::TICIIr 

DELAWAR£ 

D. C. 

IL!.DIOIS 

INlliAIIA 

K!:ITUCKY 

UlUISIAliA 

l.!AI!l'U UD 

Bl.minglum llows 
Bl.rminglum Post - (Scripps-Ho·•ard) 
llobile Register 

Phoenix Arizona Republic 

Little Rock Arkansas Oazotte 
Litt le Rock Arkansas Democrat 

Los Anceles Exa:niner - (Hearst) 
Los Angeles Times 
Re:l.wood City Tribune 
San Diego Tr1~e-sun 
San Francisco Chronicle 
San Francisco Bxlai.nor - (Hearst) 
San Francisco News - {Scr1pps-!!owar.l) 

Denvor Rocky llountain Now• - (Scripps- Howard) 

Hartford Courant 
New Huon Journal Courier 
Kew Haven Registor 

Wilmington Joumnl-Evory ovoning 

Washington Post 
Washington Uews - (Scr1pps-Howar.!) 
ll'ashington Star 
Washingtao Timos- Her&ld 

lli..U Herald 
llia::>i !I ews 

Atlanta Coruot1tut1on 
Atlanta Journal 

Chicago Daily Times 
Chicago Sun 

Iaiianapolis Star 
Iaiianapolis Ti.Cleo - (Scrippo-!loward) 

Louisville Ti.Cloo 

New orleans Stntss 
!lew Orleans Item 
!lew orleans T1mos-P1cayune 

!!Utl.more sun 

Regraded Unclassified



I!ICIIIGA!: 

~!ISSI.SSIPPI 

:nss~Ulli 

liEVAOA 

!1. II. 

N.>"iV IIOOCO 

!IORTH CAROLINA 

li<JlTll DAEOO'A 

Boston Globe 
Boston 'l'raveler 
Boston Oail,y Record 

Detroit News 
Detroit Free Preee 

st. Paul Pioneer Proee 

J~<son-clarion Ledger 

St. Louis Globe-D.,oor&t 
St. Louis Star-Tilaee 
Kansas City Star 
Kansas City Ti:es 

Butto llontana Standard 

Qnah.a World-Herald 

Reno Ga zette 

!.Sifpchester Union 

Newark Star-Ledger 
Hoboken Observer 
Hackensack Ber gen Evening Nows 

llbuquerque Journal 
llbuquerque Tribune - (Scripps-Howard) 

New York Times 
New York· Post 
New York Herald TribUne 
Bufi'alo Courier-!::Xprese 
Utica R<me Dail,y Sent inel 
New York Journal ot CCJDOroe 
Buffalo News 
New Yor'.: Sun 
1/ew York Journal and A.::>erican - (Hearst) 
Utica Observer-Dispatch 
Poughkeepsie New Yorker 
New Yorl< Dail,y 1/ows 
Wall Street Journal 
!lew York Dail,y llirror - (Hearst) 
Syracuse Herald-Journal 
New York World-Telogrllll - (Scripps-Howard) 

Raleigh News and Observer 
Charlotte Observer 
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01110 

OKLA!IOO 

RllalS ISWID 

SOlT!'II DAKOTA 

TEXAS 

VIRGINIA 

lTASHIIIOTCtl 

l'f!SCOOSIN 

Colmlbus Evening Oiapatch 
Collcbus Ohio State Journal 
Cincinnati Poet - ( Scrippo- Hcnoard) 
Cincinnati EnquJ.rer 
Cincinnati Timaa...Star 
Cl eveland Presa - (Scripps-Howard) 
Cl eveland Plain Doaler 
Cl eveland NeWB 

The Dail~ Oklahcnan, Oklahoma City 
Oklahcna City Timoo 

Portland oregon Journal 

Pittsburgh Press - (Scripps- Howard) 
Phi.ladelphia Inquirer 
Pbiladelphia Record 
Pbiladelphia Evening 9ullaUn 
Scra.'lton Tribune 

Providence Journal 
Providence Evenin& BulloUn 

Sioux Falls Argus-Leader 

llemphis Preas...Scimitar - (Scripps- Howard) 
ll,..phiB cocnmorcial Appeal (Scripps- Hovrard} 
Nashville BaMor 
Nashville Tennoaaoan 

Dallas \!orning Nowa 
El Paso Times 
El Paso Herold Post - (Scripps-Howard) 
Fort • orth Preu - ( Scripps-Hoa.rd) 
P.oust.on Cbronicla lt llorold 
Houston Press - (Scrippa- llonrd} 
San Antonio-The Light - (Hearst) 
San Antonio SVoning News 
San Antonio Expre35 

Ricl1oond Times-Dispatch 

seattle Times 

llilwaukee J ournal 

No cover age fr~ the following atatoss 

]J)AHO SOlT!'H CAROLINA 
IOiU UTAH 
KAIISAS VElliiQIT 
IIAIIIE 11Ia.IING 

1m>'i' VIllGINU 
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SAT "" TAX LEAD ,., .... • ............. ,. .. v~ s r•1 ~W>t'l h'' • n•l•-•1 •ll'"• ,~, ,, .. 
UOU' _,\•n·ttunr f*~r1• t11' ,., Ut• ' ,~ .. 

N GA L P 
l'lr'rY• • mr•••nt ht , 11 ~·" " '' 1,. 1,. 11 , I L U 'S POLL tn~:·:~,~) · '" ..... ,., .. ~·~·· ~ . 
rr ... f •r ,. . , .... ".1 .,.t .. , \A\ \'; 

It It Preft,td t o • R~t in In· 

'-Of"• levy by Sl ·~ o·f 
Ptnont Ouu•t d 

r:"'"t If•· , ... _. lft l ,.., ... ~ .. , .. , ": I 
!I:~ Of"'PI - 11 

1" ' '""' ' t.ak"" ft'u."tr tl"• ••' 
t•"' )•u• '"" r •l '"'" "'"'"'" • " 
U••t ' " "' r'•N•' """"';' .... ~ ,r,...v ,., 
•-"' t• • , . ,. ••• ~" ,.. .. - . ... , 
~ \'6l•rt ,., . , ....... ,. •11:•1" 1: .,. ' • 
r •:-t • t' tl .f'ltl • l ._.~,., U-.; ,., 'l tw• 

Tl>••• ... , ,. .,-• .,,,. .. M • h • ,~"•Mt bo 1 "' ' ' " ,,.,. ,_, • .,,.,t\ "Pf· ..,d 
••1'0 ' • '"' r • lh• lf ,,., : .-rt"' '"''"- "' a,,,., ••'"''~' " _ .... 

,to•t• ... ,...,, "'' ,,. .. to•'v-••7"-' 
, , .. , ...... ,.!' .. ,..., ...... ,. ,..,., .. , 
'"'''"'"'"'"'• '""'t:ftr, ,,.. A,..,.,.. 
~ · ,,..,., .. ,,. ,., ,. ,..~, ... ,,. ...... .. 
4~tld:.t , 1.t ,.~,,. IM4 It •"vlt .... ,,.,. 

•l'l'l"'''"' ' " '! II\ IV • t'V .... , ,.,. Not *"' " "'' 
••n h m•h"• '" ttl• '""lrlr ,. ' 
r·~··n,- lftf'"n'l" t•v·· ~·· ~h"'• ... 
h•J:h .. .- ... , ... , ...... ~ ~~ • ,.. .. 10 • •' 

'' '"'" ~" ''"' "" ''" " . , . ...... ,t' ... ' '-1 
11'1 d"rhn" 

Wh•n tl'l• q!l"' '*"" '" ''" ,., .. ,,. .. 1 
"'II" " ~ .. ~ptr ('CI III l~ .fo I Ur \,.V I ll 111'1\11"-tf t~ f h*'l!" \'It\~ r• \ 

L---------- ---Jitnn•"'" l.tllll"ll.. \h• \''''" fl t4\"' "! 

lttr'f'f•tor . Amrri••• • l••t itul .. 
rubllr Oplt>l(lfl 

t•Rt~CETOS !<' J . !<On• 1 

U1• 1'1 4 1t~n• l .. ,,., ,,., 1, toi;:,H 
H1u' Uu~t l'lt lh• •ntlf" v1ttnr rnr••· 

"' '"""" ·nu• " ,_n"'""'" •~ '"' tf'!>\'1·• tw 
,.,. , .. ,., 1!'11' ... 1\'t." , • •• ~""" 

lf rN>f•r ttllltt'"l\• 1 ... r ... t•..: ·.: 
r,..,,., lnl'r'"A' *"'' '""'"'" '"'' 11 

C"MI '""' f«Wln\u r r,N6o>nt Rlv-~ S~t ~r•nil'ln 11 
1\fll\ I WUII"I Itl)" ll'l tn~f"""'" t llll."• """ m i JIW'IIV "'' r"t~• •'I 1 l 

It! • ) U t • M th4" ~•'M hu lf'l •••••f'·nr~U""U' •1th '"' ":trl • r1•"" till 

~ m•..,. boo t•"'" • r.•\J<INI1 N!•• t'"" U!\O tll.,. t• bo'tr , ,,..,r tl"' ~ 
\Ia. anlt trl"' r••llol'd IJ.'I('f'Otftf' tali rat ••. t.hf' .. ,..., l• '- p:, ,.,. ' '"'"""r '"'" ' - · 

• eonr\ftl Cf'l"'lltP n~rt ,_..,_, f"''"r•t 
th,. rubltl" t • n boo ~tood en '" thr ,.,., ,.,. ••~ '~"fl pr• f•t th"' '"'• 
f • \I'W • M '*t lu. ,,..,., ....,. t~" II• 

I Th • h rt t• b,.....cht , .. 1t~tM ID Alltv"Ui h ttl# Hnu•"' wu·• •~-t 
• r~• tlftl\• .-t.., ,rudf ... , y..~bhl' &J".tt· M,.• TU ComMtU•• Pr•t~tiY ""''~ 
1"" '" ,..hkb t~•1d rrpwt"'n rut ac•'"'' ' • N IU •• • lfll ""•' v••r • 
ll'll ~· . ~vrnu• "MU ••n•r• M Y • 11'1 r-r 

I .:,, th"' ("~rnUtl~"n·t dr('td .. t ~,.,._, M l• • l n m• y boo ... ~d 
r• IY , . _.,., , .,..hloth .,...,.ul..t yuu 114''• f1l'tl"l'l ll'lf' """ l t'IH t,. '"'" A"'1t•1• 
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PERSONAL CRITlCISN OF SECRETARY MORGENTHAU 

ON THE 

TREASURY TAX PROOIWI 
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NEll'S S!'ORIF.§ 

PERSONAL CRITICISI! 01' S!X:RETART lo!CJIO!Hri!AIJ 
OMTI!& 

TREASURY TAX PI!OGIUII 

10/6/43 - united Prftss Sftrvice - Congressional sentiment tor the re­
mo~l of Secretary Mor genthau inoreaeed today ss rebellion 
over tho Adminiatration's progr8l!l spread to Democratic and 
Republican Houee Loader s . 

The Favorite to replace him ie Economic Stabilizer 
t'red 11. Vinson, former member of the llouee Ways and l.!eana 
Com:llittee and one of ?resident Roosevelt's chief achioers. 

At least three coao:d.ttee members and one House 
DeliiOCratic leader I:Bve expressed ballot thot relatione be­
twoen Congreaa and the adlllin1atrstion "" tiocal aattero 
...,uld be clariC1ed iC llorgentbau did not head the Treasury 
Dep&rt=ent. 

Carried by the following newSPaperll 
Brooklyn E&sle 
Loe Angelea Herald Express 
Son Antonio Evening News 
Fort Worth Preae 
El Paso-Herald Post 

Philadelphia Inquirer - Hugh Morrow - It looks · ao if the 
President had better get a n"'w Secretory or the Troaoury 
1t the Administrati on 1a going to get anyohere w1 th 
Congreae on tax questions . 

Congreaaional ec~didate to ouceoed Secretory 
llorpntbau appeared to be Economic Stabilization Director 
Fred 11. Vinson. 

10/7/43 - Pittobursh Pres• - llorgenthau tax pltll stire calla !or his 
dialliseal. 

Sorenton Tilles - Quater by eongreas or 'uorsenthau 1s talked 
ae tax revolt s ron. The favorite to replace him ie 
Econo11110 Stabilizer Fred II. Vinson. 
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PERSONAL CRITICISM OF SECRETARY HORGENTHAU 

ON THE 

TREASURY TAX PROGRAM 

EDITORIAL COMMENT 
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PERSONAL CRITICISII OF SD::R!:I'AR! liORIEIIl'PJ.U 
011 TIE 

TRBASURI TAX PROORAII 

_ T .. nty Two Montb.e Late - There ie one gleam ot hope . Congress hu tirsd 
ot letting Seoreterr lolor genthsu fix 1'iaoal policy. Con£reaa baa waited 
tor Ur. llorsenthau to provide leadership. It ia now quite apperent that 
)!r. Jlorgenthau doeen•t !mow bow to lead . So it ia likely, yea imperative, 
that Congr eaa itael! write the ticket. 

Corried by the following newspepera1 (Scriprno-~.,...rd) 

Houston Preas 
~e""hia Preaa-Sci.lll.tar 
Blrain&hu Poet 
San Fronciaco Ne..., 
Albuquerque Tri'bwlto 
Pittsburgh Preas 
Cincinnati Post 
Cleveland Preas 

:;:_New York World-Telegram 
El Paso Herald-Poet 

- Vlaahin&ton News 
- Denvor ~ckr Mountain Newa 

- Indianapolis Timee 

- Fort r.orth Preas 
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New York 
0CT5 -.a 
ii Months Late. .._ . . . , 

One tboUflhllceepo comJnc lo mind u we read of lbe 
Treuury'a war lax pfOII'&Dl wbmlllecl 1o "--·· 
y-ay: --.·-

SO far u · revenue 1a concerned, and 10 far as the 
Impact upon lndlvldul laltpayen Is conoemed lbere Is 
nol a lbln& which lbe Truaury proposed yesterday which 
mll!ht DOl just u well have been pro,_ on lbe day 
atW harl Harl>or. • · · "--

And with much better prospects o! enaelrnent. 
Tftlltl'·two months have ~ whUe the Truaury 

bu~~~=uc:"c!L~Iax~ :::t, placlnc our lax ayatem oo a pay ...... you-ao buls. • 
which wu l(llnelhlna that ba4 lo be done before a real 
war lax J)nlCr1LIIl ooufd be COOiklered. And J&rtdJ -
of the Tre&IUJY'a oppoolllon 1o a clean-cut pay ...... you·co. 
lbere Is aWl a 25 per omllq whJcb DWlJ laltpayers mUll 
meetln addition 10 the hJ&Iler ralel DOW sua:~ 

Utile and late the TIUiury propoees a ·fax mcrea. 
o! 101> bflllona, 10 booel 101&1 rennuea 1o around 50 bll· 
lions, or about hal! u much u lbe.conmmentls spendln&. 

Around ~arl Harbor lime lnd!Yidual t.upayen could 
have accepted this proposedlncreue wtlb much less hard­
ship. M1111ons or taxpayers who have profiled !rom lbe 
war boom, and whose Incomes have jumped 25 or 50 or 
100 or 200 per cent or more, can pay the higher levies 
without much bell tightening. But olber mllllona o! lax­
payers, whose incomes have not increased one dime, face 
a grim prospect. Their Uvlng coala have spiraled upward. 

Their wqea and l&larlea buy less In pork chops, beet­
steak, bam and ecga and rent-thai Is 1! !bey can lind 
pori< chops, bee!ateak, ham and •n• lo buy, and a hOme 
1o rent.. Tho Irony or 111.1 thai Ibis rise In living eosll 
baa been promoted l&rCelY b!l tho abaenco or an adequate 
!lscal pfOII'&Dl 1o llphon o!flbo .ceumuiallnC eacess of 
spending money wlllch baa forced prlcea upward. 

On !he ~arl Harbor day the J)ui>Uc dd>l was around 
55 bl1llbns. It Ia DOW abovl 1112 blWona. U an adequate 
revenue procram had been put Into ettecl then, lbe rlae 
In the publiC debt would· ba .. been much less, uol only 
because greater revenuea would have been coll«<ed. but 
also because the ,o .. mmenl would ba .. ba4 lo pay a 
lot leas !or lbe lbfup It hU boul!ht. 

There Is lbe lraiedY: The abaenU o! a realistic tlseal 
policy hU made II tJI lbe harder !or ~&apayara o! !lxed 
Incomes 1o bear lbo added burden DOW to be Imposed, 
and hu needleallY nrollen lbt publle debl burden wbleh 
ruture lalCp&JOrl must aupporl. 

Yet theft Ia 01)0 11eam ol hope. The Congreu baa 
tired o! lellln& Secretary Moraenlbeu t1x tlsc&l policy. 
concreaa bu wallecl !or Mr. Morgentbau lo provide 
leadership. n Ia now crulla at>parenl Lhal Mr. Morgentbau 
doesn 'I knoW hoW lo fead.. 110 il Ia lll<ely, yea lrnperat.ive, 
lbet ClaJllrNIIIMlf wrlla lba Ucllat. 

'l'llln •• _,. trom ......-~ax-. Tupo.J&rl wrn 
jUII ban lo pin uid bear II. But fortunatelY bolb 1111 
Conatttullcrl in4 the lltualloo lbal baa cloveloped dictate 
lbet CcJDirela, ralb4!r than lbe 8etral&r1 ot the Treasury, 
ohall ta,f bOW much lbe lax ahall be, ancl how II ahall be 
laid. - • 
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) 
PE&SOIW. CRlTICISII OF S!CR!TA!Ir ID!GEIII'I!AU 

ON Tim 
TREASURY TAX PlnliWI 

_ 1'lhy Hot Save lot B1llione - I t is about time for Mr. \lorgentbau, tbo 
pol itician, to confess to llr. Wargenthau, th& tevenue searcher, that 
a fter he haa extracted all the blood out or the one-fifth turnip, be 
will etill have to get the bWL~ of revenue from the !our-!irthe. 
Mr. Worgonthau tries to juggle the rates t o keep the people !rom 
l earning the truth. People are not a.s dwab ae be th1nke. 

carried b)' the following newspapere1 (Seri!>PS-HOWIIrd) 

Allolquerque Tri lwle 
Zl. Paeo Herold-Post 
Rouston Preeo 
81rain~ham Post 
llemphia Press-Scimitar 
Columbus Citizen 
P1tt"buJ?.h Preee 
Cleveland Press 
Cincinnati Post 

- Rocky ~lnuntain Ne'1!8 
Fort Worth Press 
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THE COLQ US CITIZR!f - Octooer 11 , 1t/~ 
• 

WilY MOT IAVI lot .,LLIOQ7 I 
ltcrftar7 J.~orKen\hau thJnltl Wt ahouJcl 

reallte there. 11 a war on. eo he propoau I 
10~ blUJon dollara tn new wu. 'ftt 
tact tht.~ we're 'already pa)'ine 10 tlmtt 

u much 1n tt.xet N ...-. were paytnr ~ 
Lhree or four )'Cart 1.10 doun't. fue the 
aecre-t.t.ry. 
Bu~ Mr. Morcenthau also know• thAt. 

an e.leetton la com1n1 on. And appartnU, 
be 11 bot.he:red bJ tM ruu.u.uon tba~ 
Lhe number of cUred taxpayt.ra Ukt1t1M 
hu muiUpUed.. f'Or\1 mt:Won L&J::p&~tra 

In 'IOilft& lloolhl coWd do _.... lo 
one of Mr. Wor~:t.nthau .. pr'OI)OIIlt 11 
\bat n1De mUUon people be .nUetM of 
U. obUplioll or -Uibutlftl dlrtel.l:r to 
lba ()Oftmment.'l w-ppon.. Tb&L would 
ba ~ by the procea of mtf'1,1.nc U.. 
'f'ldor7 tu tmo the l.ncGme we In tueh 
a ~ \.bat n1ne m1111o11 or \ht vl«<t7 
~ WO\lld not. become tncome tax• 
payt:rt. n:.e AOO,OOO.OOO lou tn revenue 
WOuld be mote tban TftOvtrtd. bT hl1.htr 
rate& on lhoee w'ho remaln In lho tax· 
pa.yl .. !Old. 

Wr. Morte:nt.hau'• poUtlc41, however, 
run oountu to l\1.1 own t.\ati.IUCI ot In· 
come. He a.dm.tt.l \.hat. four· fttlh• of aU 
the people'l Income ll received by per· 
eon• cet.t.tnJ leu than $5000 a · year. 
Yet. Mr. worrenthau'l new t.ax prolrlm, 
llkt all of hll other........nd he hu p ro· 
po~ed at. 1eaA oDe a ytar slnoe be became 
Treant'J chlef-tl aimed prlmartb' t.1. 
\.be othtt one-rtn.h of tbe tot.a1 IDoomt. 
I\ ll aboo.t tUne for Mr. Morpnt.h.au, t.be 
pbUUciaD. t.o cont• to Nr. Mor~enlhau.. 
t.M rtft!lut .-reber, that. atur M b.u 
titfac.1.ed an &he b)oOcl out. of that. one· 
0 1\h IOmlp. be will lUll haft "' ... 1M 
bUlk of re-wnue frcm \be fout•ftf~ Of 
eowwe. J:J:IOA of the re'ftnU. he•a eow 
cet&lftl com• f:rotn l.bt tour-ttf\bl. bT 
tnd.lrec&. t.auUOa. • 

Prell¢ent Roott'ftlt. nenr apol• \.nltr 
thl.n wben bt laid ""TUtl are pakt tn 
the ,_t. of e'YtiT man who t.abort." buL 
Mr. Mof"'tn~O atlll trtet: LO JU.Cilt the 
rat.et t.o kteP t.be pepl)Jt from le&n1ll'll 
that. t.ru\h. The people art not aa ctwnb 
u be t.hlnkl. 

One Utl.nk thla eoun\ry letrne<l and 
taucht. Ute world Ll the le.aaon of mNI 
producUon. A lot of wiae IUYI n1ed to 
cet. rleh manul&etur1nt automobUe.t t.o 
ttU for $5000 with a t~rotlt or UOOO on 
tac.b nhlde. They all went. bro'ct. B~.t'­
Hen.ry Ford became a blmona\rt mat­
tnr taN to ttU tor a tew hunclrtd d~· 

1t.ta.. with only a fnt dollar.• prom on 
r:ae.b model-T or model-A. 

1t Wr. W.orpnth.au were thl~tlna ln 
tt-rm1 ot t.ax11 for revenue lna&.e&cl or 
\Uti tor poULI.el. he would frame a t.ax 
prorram t.o nt. the martel.-;to ,et. U\t 
revenue whtrt the money 1&, lt iM 
Tre&I\U')' ll ever to get. ~Melt In a aound 
potSUon. lt. wU1 ha•e to do u Henl')' Pord 
dld- tuhiOn a pi'Odutt. whleh the ma.u 
of people wiU bey ~d pa.y tor and be· 
llt.Ye ll ll.tn& them their mone)'., worth. 

C'T'btlt mon~.. wort.b .. -ab, \here., 
Lbl rub! AU \bt taxa lhu Mr. llor· 1 
~t~~U>a• bu ..,.,aded cone- "' 
mad. add 1U' to oatr • hh.le mor. ~ 
OM-thlrd N auaeh u &oM (JOftmmtll\ 
ta ipftll4..lCI. And U be were t.o '"" uu. ad4Juonal 10-~ua. \h&l 
would .UU be leu \b.a4 ont·h&lf \be 
tJM:nd.lnJ. rreten\. lndJcaUotu an lbal 
If the war e:nd.l two Jear1 btnoe lhe pub-­
He debt. wU1 bt around 300 bUltona. · At 
J Ptt cent intertst. that would mn.n ,&n 
annul eanylnr d'!Srce of nlne bttuon.­
u much u the whO~ wasteful pre-war 
New Dtal eost J)tt year. 

Tht J)eOple who cet. 11000, $20011. ssooo. 
t4000 a year-wbl.c.h mtant more than 
IS per cent. of u.s-are not. 10 dumb bUI. 
'hat lht)' know tl\11 wUI mean food out 
of the mouUu and clotbu otr the blck• 
ot aU orr them. &I'd their thlldren and 
lhelr ehUClreh't ehU<lren. 

8o we uk: Why 11 tt. tha~ the U'oit.td 
8\a\el Ll a-ptndl.nJ more money on thll 
war than all of our Allies tombJneclt 
Wb1 ll u. wt rnust. continue t.o Jl&1 colt~ 
plllol·fbced.-fee prleu for t.bJnp the OO'f• 
tmmtftL buy&. and Um~-anCS·a-htJt tor 
O'ftttime labor'? Wb1 not. bu1 th• ma~ 
rlall or war at. what. tM:y are wonb. 
rtUwr than wbmit. 10 thLI htJaekll\l't 
And wb1 lhJ.& J'III'J,nQ ol b'lm:&~U 
tta.Alnl on our LUn and our cndiL 
whllt you prncb aaalfkd 

The people art wt11inC \0 paJ for ntii'J 
cun. • enrJ bull.t\, t'ftrJ plant, bomb. 
&.ad. C&J"'O 'feut-1 and nrah!p. and •"r 
the food needed \0 aupplr our Lr'OOPI. 
and to prorlde our ahare ol tht ..., ... 
pUN t.o our AWea. We'rt rtadJ to ll)lnd 
U\1 ...mount ot money WuallY nee<Hcl 
t.o .. .,. a ~Lacle Ufe or \0 &horten the 
war one mlnu\C'. But toulcln't we ahtd 
a rew parulttl from the pt.yroU and 

l
aet. J\llt a Ut.tJe commonaenae mana1e· 
ment? COuldn't. we ad.Joum New Deal 
polJUu for Lhe du:ratlon? 

Wou1cln't U be a aoocl idea tor \bt 

I 
commltt.M on .,..,, and mean~. conakl· 
rrtnr the lOifl. bUUon 1n new LUte. 19 
rP01'ft ltetU tnt.o • oommJt.t.ee •on ·w&JI 
"'4 m.eana or not wuUnl 10~ blWonl? 

• 
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PERSOJ!AL CRl'I'ICISII OF S!CR!:I'AI!f IIORO!IiTBA.U 
OJ! T1!B 

'rREASUI!f 'r AX PIIOORAII 

- Hot tven Smart Politico - The deeper the WaTa and Ileana Committee 
delves into tho Tre••lli7' s Tax ProgrM , t he more obvious it becomes 
that tho measure was not designed primari!T to ra1oo revenues or 
curb innotion but to get vot es. llr. lo(orgenthau ae01110 to have t or­
gotten What Abe Lincoln said: "You can•t fool all tho people all 
tho time.• T&XpoTors are not aa dUIIIb aa Ur. llorconthau thinks. 
(Or aa Ur. llorgont hau.) 

Carried b7 tbe following newspopore: (Scripoa-!!oword) 

!low Yorlc Worl d-Tolegraa 
Wuhineton News 
Pit wburgh Prooa 
lbus~n Prooo 

- llemph1o Prooe Sciai tar 

- El Paoo Herald-Poet 
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:P.oac. Politics ., 
~deeper the Wa.yo and Neat. 00111· 

!lll~tee dt)VOI Into tbe Trtellli'J'I 
we: proanm the mou: obvloua It be· 
comea that t-he meuure wa.1 not de .. 
atrned prlmartl,)t to ratee revenue or to 
CUtb lnflaUon, but to cet votea./ 

lt4 !!rat purpc>Oe 1o to unbrol.den the 
t.U base-to d1m1nLih the nu.rnbtr or 
votera who eontrlbut.t: d.ltecU1 and con· 
.c:Joualy to the OOvtrnment'a aupporr.. 
By meratn1 the 'flctory tu lnto the ln­
eome tax lt wou14 eomplet.elJ rtUife 
e.ooo.ooo t'OWt or tb.elt ®Uaauon to 
pay dlreet t.axu. Then throqh the op .. 
eraUoa.s or a -retun4abJt ..r:-w· 
Trtuuryo pet niliit tor toreed a'tlnp 
-U. wouM-"-d'eeuue the nee. contrlbu· 
Uoo.t or lt.,ooo.ooo more t&xpa.Jt-ii:' In 
ai't··tt.ooet,OOO, out ot a total or 43.000,· 
000, would cet thelr backo 'ICJ'ltclled 
tn the year ot the tourth.·term eam-
paiJD. • 

But we doubt 
trick w111 work. 
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New York \IIIIIM-Telegram 
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F!!RSO!IAL CRITICISII OF S!CR!TART II>Rl!!I!'RAU 
ON TIIB 

TREASUR! TAX PROOIWI 

• RepudiAtion o! Administration - Pro•ptly and contomptuoualy tho i'iaya & 
l!eano Committee has dismissed the fantastic now tax measure proposed 
by tho Soorotaey, Had such an incident occurred in England, even 
Winston Churchill 'OOuld have been forced to roa1gn ao Prime lliniator 
unJ.eae he 11111lod1a toly reassured the House o! CC111110!1o end tho English 
pocplo lrJ tho acceptance of tho resignation of tho Chancellor of the 
EXchequer. 

Apparently tho Secretary of the Troulll')', attuned to flew Deal. phUoaop11f, 
oeea no rl.rtuo in e<:oDOJIIY and being utterly laclcl.ni in buainoaa eXperi­
ence dooa not own aonao tho danger or broald.llg tho back ot industry 
and indirlduala -.hile the;y are engaged in tho groateat production job in 
tbo world, 

Certainly it 1a time for the American people to demand an explanation 
of lll>y Henry l.!orgonthau Jr. occupies tho seat ot Aluandor l!aJD1lton 
while Bernard 11. Baruch occupies a paz!< bench in tho c1t;v or Washington. 

Carried by the following newspaperoo (Hesrot) 

- llilwaukoo Sentinel 

- Beeton Record 
SM Antonio Light 
Loa Angoloe !)oLminor 
San Pr&nc1ooo Exuiner 
New Iorlc Journal. American 
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Repudiation of Administration 
~OMPI'LY and contemptuous· r ly, tl!e democratic ways ~d 

means committee ot the 
House ot Representatives has dis· 
missed the fantastic new tax meas­
ure proposed by the democratic 
secretary of the United States 
treasury. 

Had such an incident occurred 
In England even Winston Churchill 
would have been forced to resign 

~as Prime Minister unless he imme­
: dlately reiLII8ured the Bouse of 
· Commons and the English !l(Ople 
t by the acceptance of the resign&· 
: tien ot the chancellor of the ex· 
• c:b'equer. 
! .. However, we have become cal· 
' loused to the I!PCC:taele of the repu· 
• dlatlon o! the administration by 
: the members o! its own party in 
i the legislative branch of the gov· 
' ernment, and of a defiant bureau· 
i cracy flouting not only sound tra.· 
: ditlons but even statutory enact· 
:menta. 
: Unfortunately, in the rubber 
; stamp days the congress, with a 
reckless disregard of its own eon· 

i stltutional responsibility, blindly 
· voted great powers to the execu· 
i tive brancb of the government and. 
simultaneously voted blank eheclta 
for billions of dollars which were 

· used to build up a bureaucracy 
i more costly and Incompetent than 
: has ever burdened any people in 
; t he history of the-world. 

* * * ;T oDAY that bureaucracy, even 
: while the nation is at war 
' and ia being drained of Its 
·youth and treasure, cynically and 
aneerlngly Ignores every demand 
tcw economy while reekleaaly de­

lvJalnf new t.u measures whieh are 

, 10 transparently designed for po-; 
, IItie&! purposes u to rouse disgust , 
:even among the administration's 
i most ardent supporters. 
' While concealing the fact that 
the drutic tax measure enacted 
only last year will probably yield 

. . seven or eight billion dollars more 
;than wu estimated, and while the 
country Ia not yet advised whether 
the third war loan of $15,000,000,· 
000 was over-subscribed by $3,-
000,000,000 or $4,000,000,000, the 
treasury evolved a new tax meas­
ure wh~h hu all the earmarks of 
a campaign document in an elec· 
tlon year. 

In view of the probable excess 
ot the treasury estimates of seven. 
billion dollars In tax rev~nue and 
three billion dollars over-subscri!l': 
tlon of bonds, ordinary common 
sense dictated a policy of conserva­
tive Increase, if any, at this time. 

* * * 
FOR more than t wo years past 

such outstanding democratic 
senators u Byrd, of Vir­

ginia, and Georre, of Georgia, have "' 
• pointed out that several biUion dol- 1 
: Iars a year could be saved by re-

ducing aome of the profligate' 
waste in Washln,ton. • 

Apparently the secretary of 
th~ treasury, attuned to New Deal 
philosophy, sees no virtue in. econ· 
omy and being utterly lackmg In 
business experience does not even 
sense the danger of breaking the 
back of industry and individuals 
while they are engaged in t?e 
greatest production job in the his· 
tory of the world. 

Democratic Chairman Dough· 
ton, of \he bouse ways and means 
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committee, pointed out thle 
danger. 

The incident Is one which might 
well give the country a shiver of 
dread as to possibilities. 

* * * I T SHOULD be borne hi mind 
that the very treasury officials 
who have demonstrated such 

an utter lack of judgment are. 
those who administer the fiscal 
policies of the United States and 
are now engaged in conversations 
affecting American currency and 
our whole position in the postwar 
world. ' 
· Fortunately, in relation to do­

ll)estic financial matters the pro­
posals must be submitted to the 
congress and there is an opportu· 
nity to examine them before the 
country is committed. On inter· 
natIon a I matters, however, it 
should be borne in mind that seeret 
conferences have been in progress 
tor more' than a y~ar. in which the 
United States may be committed 
normally, at least, to agreements f 
which might spell disaster. 

Every person of the slightest 
experience knows that the English 
government is represented by men 
who have achieved distinction ln 
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the conduct of the British treasury 
or of the Bank of England, and 
that this highly efficient team 
works under the direction of Win­
ston Churchill, who did an out· 
standing job as chancellor of the 
exchequer. 

* * * • REPRESENTING the United\: 
States in conference, insofar 
as the public knows, there 

has not been one single individual 
who was ever identified as an ex· 
perlenced or outstanding financier. 
And It is an accepted fact that in 
money matters the President is not 
only inexperienced but seems 
b or c d by the whole subject. ' 

The most tragic aspect of the 
situation is that the nation has at 
its disposal men of worldwide I 
reputation and vast experience, 
but they are either ignored entire­
ly or consulted grudgingly because 
of political considerations. 
j Certainly it is time for the 

American people to demand an ex-
. planation of why Henry Morgen­
thau Jr. occupies the seat of Alex· 
ander Hamilton while Bernard M. 
Baruch occupies a park bench in

1 
the city of Washington. I 1 
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PERSO~IJ. CRITICISII 0~ SFX:REI'ARI ILO!I:lENTI!AIJ 
0!1 THE 

TREASORY TAX PROORA!.I 

- Newark Star-Ledger - Tax Progr am - The Treas ury 1 under llr . llorgenthau 
has aul'fered a growin~ l oss of confidence . 

Providence !!ulletin - How l..'Uch Taxes? - The eo re of the tax probl em, 
as related to individuals, 1s to develop somo pla.n far adequately 
tuinF the whole national ineo:oe now bein~ pdd to them without 
econollieally atrangling those whose ineoC'.es are virtually the ....., 
aa when the national ine010e was half ita preaent abe or less . 
Rep-ettably enoug)l, J.!r, l!orgonthau did not point the way. 

a<l.- City TiDies - Beware of t he Last Straw - It llr. llorgenthau 
had hio way, a011e people, beca use ot ateta and other taxea, would 
have to po,y 110re than 100 percent of their incomoe to the tax 
gatherera, and 1I that makes sense, let• s bear how. 

- San D1eso Tribune-Sun - Taxes and Election - Mor~enthau receives 
a verbal trouncing and not without reaeon . Congress always W3Ves 
l.torgenthau any wi t h one hand while writing its own tax bill with 
the ot her. However , it does not seem probable that a change i n 
secretaries would make much difference. Were Prod Vinson t o succeed 
J.lorgenthau, ae hae been suggested in Congre88 , the \"lhite House would 
continue to dictate the gmer al outlines of Treasury tax proposals . 

om'"''- JW.timore Sun- Power ful New Support tor a Federe.l Selea Tax -
" r . \\organthau pictured the inflation danger end then sh1rlced the 
precautions which the danger required. 
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PER!O!IAL CRinCISil OF SU:IIBTARY ltORlll!I'TIIAU 
011 'lHE 

'll!&ASURT T.U PROOIWI 

- pand tawranoe - Henry l>!orgenthau, Treaaury Secretary, is, or couroe, 
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an excellent manager of the Treasury Department but until qoi to recently 
he haa had a staff which followed the original New Deal practice of 
ooaking the thrifty and t>he oucceosM, llr. Morgenthau boo been dale­
gating to hie subordinates the reoponoibility or dealing With Congreaa . 
Ttxation ahould not be a poll tical football and in time of 1far it is 
moat recrettable that politics in either the legislative or executive 
branoh or the S01'8rnl!lent should interfere With tho le¢ns of the hi&heot 
taxea cCIIIIIenaurate With the capacit:r of buaineoo and indinduals to pay 
auch taxu. 
Corried by tho !olloWiog newapapero 1 1faah1ogton Star 1 Phoenix (Aria , ) ' • 
Republic, !lew York Sun, Newark !:'<enin& llewa. 

- ~ur Jtrock - Hew York T1•s - Senator George once aaid the Desocratic 
concept of law was that it IIWit be written aa equitably !or the ono aa 
tor the ninet~nine, and thia concept IIIUit guide any taxation which 
ia honaat and nonpolitical , &t the contrary baa been the Treaour;r's 
goide aver a inca llr, llorgenthau became Secretary, aa tho recorda &sq>l;r 
diaoloae, M analyaio shCIIIll that the ideological mentor relllaino the 
aame in time of war, deop1 to tho ttno worda uttered during the bond 
drive. 

- Paul Mallon - l.lr, Morgenthau io unpopular With the legialatoro, but in 
a mild way. '!he Senate and Finance Colllllittae especially 1a peroonall;r 
antagoniotio . Yet he is regarded ao auoh a cloee fa:nily friend of both 
llr. and lira. Rooea•elt, that 11ost congreasmen would ae soon dONnd the 
President•• r .. ignation . 
Curled b:r the folloWing n...,papero1 Nenrk Star Ledger, Booton P.erald, 
CleYOland Plain Dealer, Poughkeepeie New Yorker, Philadelphia lnqoirer . 

li UJ'l Q,/4] - Lealie Gould - lihUe llr. "ltorgenthau take& the rap for auch that coaea 
out of the Treaaury, the aan re.spOnaiblo for the tax progrus is a little 
~11&11 Street tax l&WTer - Randolph B. Poul. 
Carried by the folloWing newspepero 1 l{ew York Daily News and J!<'W York 
Journal-~~erican. 

ILUJ'L4,(4) - S;rlv1a Porter- !few York Poet- Morgonthau walked into thia . Re nrtually 
aakid tor a Congreasional attack when he preaented a bill W1 th rough odgu 
eo obnoua that even a eaaual obaerver could find th ... 
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CRlTJCISII OF Til! T!!!!ASll!!I !lBPAI\TJIP1!f 

- N,T. H.I. -Mr. Korgenthau on Taxes- The !aot ia that the Treasury 
Departlllent, under llr. l!organthau, haa ceased to detel'lOI.ne, or eftn 
conatitute the major influence in detel'lOI.ning, the nation•• tax 
policies. 

N.Y. World-Tel , -Twenty Two Months Late-

- N.-.arl< Star-Ledger - Tax Program - The Treasury, under \lr, llorgenthau, 
hae ou!fored a growing loss of confidence. Certainly the Department 
hal not IWiifeoted the vision and leadership the COngreao and the 
public had the right to expect., 

l!anchest.er Union - The li"" Tax Prograa - Treaeury ot !iciala appear 
unable to thinlc in any other t&rma than the •thociAI ot taxation that 
ar& alrea<l7 ellj)].oyed. 

- I!Uwaukoo Sentinel - It should be borne in llind that tho ftry Treuury 
otriciala 'IIIlo have demonstr ated such an utter lack of judglllent are 
tboae who adldnieter the fiscal policies o! the United Stotoo and are 
now engaged in conversation affecting American Currency and our whole 
poa1t1on 1n the post..ar world . Fortunately, 1n relation to domestic 
financial matters the proposals IIUst be oublllitted to Congress and 
there 11 an cpportuni ty to examine them before the country ia coml.tted • 
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REACT lOll TO VIHSON• S TBSTD!OHY 

- San Diego 'fr1bune,-51D1 - Taxes and Election - Congreeo always waves 
l'orgonthau away with one hand llhilo writing ito own tax bill witb 
the other. However, it does not seem probable that a chanRe in 
secretari es would make ouch difference . Wore Fred Vinson to sue­
coed Uorgenthau, ao has been suggeoted in Congreeo , the White House 
would continuo to dictate the general out lineo c! Treaaury tax 
propos als . 

~. Y, H.Trib\D\e - Confuee<l Tax Thinking - Judge Fred 11. Vinson, 
Dirlctor of Econollic Stabilization, may have haJ.pod the cauu of 
the Trooaury's tax program by bio personal appe4ranco on i t a 
behalf yooterday before the l!ouBe ':'aye and Voana Coa:littoo, but 
be bed no bettor argwoonto to of1"er in justification of tbe masure 
than did ~r. llor genthau. 

- ll'all Street Journal - A Defeatist Stat ement - Vinoon told the w...,s 
and Ileana COIIIIId.ttee t hat ha does not believe i t pouible to hold 
the line against inflation 1t a sales tax 1e enact ed . This news­
paper does not believe that. FUrthermore H ougguta that anyone 
who really does believe it and who le willing to accept and give 
way to ouch a condition cOllies pretty near a state of 111ind which 
unfits him to hold the office which Judge Vinson does hol d. We 
venture to suggest that he does not hold the beliefs bio statement 
implies , He io in the uncomfortable pod tion o! having to def'ond 
a tax plan which does not make eenoe and under the circumstances 
i t 1o not dif'ticult to see why ho haa resort ed to forensics in 
plaoe of aound reason . 

Rlcha>nd T1110a-D1oeatch - Sales Tax Al t.ernatina - J!r, Vinaon Jmo•o 
that the tax bill presented by llr. llorgentbau, and backed b7 his, 
bears mat heavily OD those with inCOI0!8 traa $S000 to ~25,000, 
Tot he calla a ealeo tax, 'llhl.ch would drain oft tho surplus incoMe 
ot thooe under •sooo •in!lationary. •1 ~ does be think i t would 

· be boa in!letlonary it this lo,....incoiiO exceaa purchaoing power 
wao lett practically \D1toucbed, while great additional burdens 
were piled on elemento of the population which, accordinc t o 
llr, Vinoon•a own all,., tho Secretary or tho Treasury, are not the 
chief source of innation? 

"li"aohinston Poet - Tax to Cure - Judge Vinson •- oft oecond best 
in hie Wayo and Means Committee colloquy on taxes with Repres entative 
Knutaon, 
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_ Philadelphia Inquirer - Director Vinson on a Hot Spot - 11bllo -hera 
o! the lfou.oe l'laya and Ileana Collln1ttee generally &gl"'e that Mr. Vinson 
has don& hie boat to support tho Treasury's tottering tax progrem, 
it' a not s trange they remain unconvinced that it ,.,uld help to curb 
1nnation. l'l'hon DBked bow the anti- innation tight would be helped 
by the Treasury plan to exempt 23 million persona !'r0111 'any additional 
taxes , "he had no reactr answer." 

Detroit Free Preas - Vinson on Taxation - Congress should not, and it 
looks now as if it will not, accept the Tl"'oaur:y1a blueprint juat 
becau.oe ~d&o Vinson and other Adm1nl.atrat1on spokee100o aa:y the 
Count17 Will go to the doge 1! the dot on an • i• or the cross on a 
•t• 1a cbaJI&ed. 

Indianapol is Star - S&les Tax the Anawor - )lr. Vinson apparently 
overlooks tho tact tbat the increased tax propoaal., priaarUy sup­
posed to ..a!t tha surplus cash of war workers, would bear heavil:y 
on mlllid!ftllo whoae income has not kept poco With wagoe in tho lllUDitiooa 
indu.otr i.. . They practically would be aokod to pay t axes t hey cll'lnot 
afford. 

- Scranton Tribune - Vinson Favors Treasury Tax Plan - Fred 11. Vinson, 
economic otabUiution director, hoe joined tho lis t s in behalt ot 
Secretary l.torgentbau' e new tax progrem, doecribing tho Treasur:v 
proposal aa the minilr.um fiscal assietance needed to prevent runawoy 
pricoa . Vinson viewed the l!orgenthau, tax propoeal ae 1 bar to 
innation . 

- Omaha World-lltrald - The Dreadful Truth - Jo>CI" Vinaon, who is assist-­
ant to Stab111..at1on Director Jil!lv Byrnes, hao boon noadn&ted aa 
tront man. So ho comes out ningl.ng. Tho aaloa t.ax, be eoye, would 
be bod becauee it would tax the con......,r. It would 1n f'act be 
innat ionar:y because it would set in motion a eerite of duando !or 
co-naato17 wage l.ncreaoes 'llbieb (Judge Vine on iapliee) the goYern-
108Jlt would be unable or umrilling to l"'eist. And that io one o! the 
atrancea t erguaento or tbe :year. 
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10/5/4) - ~ .Y. T. -The Treasury Tax Progra. .. - Colla tax program courogeous 
In ... ch detail too, the Tronaury deserves to be co:nr.1ended. ~t !.he 
Trcoamy proposals ld.U require the cloooet critical study. 

l:.x. Post - Bigger Md Better Tax Propooale - Wo certeinly are not 
~oin6 to boggle over higher taxos . 11e know they aro nocessary and wo 
aa-o glnd that t.his til:le the Treosur-; haa a definite plan . 

Cnicano Sun - The Tax Alternatives - Thoro are t10 &ood reasons for 
a l.a.x progra::~ of the magnitude proposed to Contlreas yesterdey b7 
Secrot.ary l!ort;enthaa . ?irst, "'" are apencling Uds year 105 billion 
dollar a 1 and collectin6 under the present tax laws only JS billions. 
S<>eond, 1nd1vidaal~ ,_...., receirtng 1neo..,. ~nta totali"l! 150 
bill ion, while goods "nd services nva.iloblo total only 29 billion. 

l.ouisvUlo n .... - llot 'Oithout l:erit- llospite all it.s nars.'uleos 
the '!'rea~.Jry ' s tax plan contains suggestion& that. r.erit co re serious 
consideration than t:Oillbers of the House 'flays and !leans Co111:11ittee 
see.'"ll dl.apo:sed to give i n t heir has te to roJect. tho progra.~ in toto . 

Detroi t flows - ~-ioavior Taxes - Secre tary Jort1onthau. t:ias one 
eo.,pollin& argument in his demand 'for higher taxea - the fact 
thot tnillions of people still hnve money to opend on unnecessar1es1 

and do so spend it. ilis problem is to get ao much os pos•thlc of 
that 11loose11 money !or the Government, for tho conduct. or the war. 
!'he d11'11culty is tnat to get a good dalll o£ H, he will also have 
to ni t plenty of people whose inco:oes are not i 01"<1 into l=..ries 
or unneeded i:OOdo . 

Cincinnati Enquirer - Principle fo r euntion - Tne adliiinisU"ation is 
t&lc1ng action w!U.ch has been too long delayed in advocatin~ a tax 
progrg lllbieh is in closer relations.~p to t."e act.':.lallt!es of ~ar 
!.han have been in our past efforts. 

St. Paul Pioneer Preos - The Treaury'• plan for o"" t.t.xatio~, steep 
aa H is, does not exceed the re<r>ire,.,nt.s or ao.md finance, l>lt 
prot.bly docs run well beyond w!lat CoftJress is willing to vote Uds 
year. 

Cleveland 1\ews - The !lew Tax Bill - The adol.niBtra tion has produced 
ito tax bill recom:oondations. Cons;roos ought to lose no t ime in 
otartin~ !.hom through the legislative mill . Tho t:.axpayer i s 
enti tled to know as soon as possi ble what io noing to bappen to 
hi·t in 194). 

W.a::i 1;ews - Unbo.o.rable Taxes - The man 'flho &ecG into tile Ani.:/ after 
mald.ng any of the a::oove inco:oes in cirtlian life has bis i:'loome cut 
to $50 a ..,nth. Do the congress:oen still N.'1 tho :.a.xeo oatlined 
cannot t. borne IT; tlte AQerie&."l P.obll.c? 
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J'l"O?.I.US - FAYORABL£ 

!OI5/ 4)- Sl Puo Times - Higher, Higher Taxes - The Allorican P«>ple aight aa 
wll IIIAl<e up their minds that the coat or this war 1e going to be 
tre:>endous and that they will have to p&J' the bill. Higher and 
hieher taxes in all forms may be expected. 

B1rningham News - The Tax Issue - There 1e no doubt that sound pro­
ceduro , w1 th respect both t o the nation• a financial position and to 
control or prices, calls for additional levies against the greatly 
increaoed income of the American people. 

Providence Journal - As to interfering with war production as little 
as possible, it can only be said that both corporate industry and 
indivi&lel citizens long since reocgnized that burdensome taxes are 
a natural part of war. 1\bat they aek of the Oon~nt 1a that the 
110ne:r rai sed will not be wastefully spent . 

- Portland Oregon Journal - Congress Ie St.ill OUt or Step with the 
Nation on liar Taxes - Congress has yet to proYO, when it cocoes to 
taxes, t~.at U h .. ca"l!ht up w1 th the country, which, ell along bas 
been .ore willing to buy, pay and giYO then wte-<:onacious legiola.­
tore have thought possible. 

Atlanta Constitution - Spreading the Coot - Large eegments or the 
population a.re already burdened about as oloae to the limit aa pos­
eible without causing wide- epread suffering end economic breekdown. 
Nevertheleae , there is no American 'I!Orthy or tho name who is not 
prepared to meet any sacrifice neceeeary for the winning or the war. 
If higher taxes are imposed they will, somehow, be paid. 

•• 'n"''-' - El P .. o Times - Lives !letter Than Taxss - Taber'• statement sounds 
mre like Republican doctrine than a winning war doctrine . Being 
practically unversed in painting an entire picture or the required 
tax atructure, ws will sigp off with the ad~~an1tion that it is pr~ 
terable to pt,y taxes in dollars rather than in aen in unifora. 
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THE TREASURY TAX PROG!Wt 

,.,,V.~J - li. S. J , - The Treasury Tax Plans - The Tr..aeur:y program appears t o t bie 
newspaper to be a mixture of good and bad propoeala, 

!loueton Chronicle and Herald - Treas ury Tax Program - 1!hl.l e there 
probablY will be no such l ong drawn-out and bitter battle over t he 
Treaaury' a t ax program as occurred when the 110et recent revenue aeaaure 
wae complicated by the fight over the pl\)'-aa-you-go principle, a lqthy 
and rock)' road no doubt lies ahead of the adminietration proposal, 
Indications thus fer have been that Conereaa ..ay not agree to increuea 
totaling IIIDre than S5,ooo,ooo,ooo, or approximately half or the Treasury 
goal. 

l!u!!alo Courier &Press - llew Taxes and foxholes - No matter what at­
titude one takes toward these proposed new taxee, they are not conducive 
in thtDIOl vee to happiness. They sting like an odder. But, there is no 
getting away from the fact that the war muat be financed end that excess 
purchasing power """'t be siphoned orr to prevent runany innation and 
ruin tor all. 

Detroit New• - Low Incomes Hit Har dest - Uorgenthau urges haste in 
strengtheni ng t ho Treasury to e~eet tho hugo nr coat.~. While we agree 
that there should be all poss i ble haste, we toreaoo a juotified et~e 
perhaps conti.nuing into 1944 before a truc bill of th1e typo is enacted . 

St. Jeuie Star-Tl.oloe - New ~lar Taxes - In other 'fiOrds, Congress bed 
better ln&ke up ita mind to face the inescapable--to collect the money 
!rom thoet who have it, to collect it fairly, and to eliminate waste 
so that it will not have to collect a penny 1110re t~ 1a necessary. 

- Los Angelos Timea - Dougbton Takes Snap Juclpont on Tax Program - Tbe 
details, rather than the over-all productivity, of the Treasury plo.n, 
should be the subject of critici.,.. 

Sioux Fella t.rgua Leader - Higher Taxes - Fault •T be !011nd 101. t h some 
of the apecitic details ot the new tax progr .. but no one can say with 
logic that the goal 1s too high. Il anythina, it 1o too low. 

- Uttle Rock Arkaneae Democr at - Four Billion-Dollar E<:onolll)' - The American 
peo;>le have given evidence that they are wUlins to pay anything wit hin 
reason to help win the war . But that hun't carried aeeurance that they 
will stand for an orgy of spending, even though the 1110ney might come out 
ot a supposed •eurpl ua . • Congr ess knowe that . Furthennore, it knows 
there 1a an election next Y"&r . We shell wait and ••• what happens. 
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• Raldsh Newa t. Observer - The Income and the Out-go - The income aue t 
be increued, but the outgo should not be neglected. Evezy dollar of 
taxAtion that 1e uaed unwisely end extravagantly 1e indeteneible and 
wrong. But nothing but eter nal vigilance will reduce elC'pen~ituree and 
t.hus reduce taxation. 

a 1'10/'L'l- Milwaukee Journal - Taxes and General Poli07 - The i.lllportent thing for 
congreu to do at this time is to consider our whole !heal pol107 and 
to l!ll.ke sure that only helpful and practical ehengea are .,..de. 

• 
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THE TI!EA.SDR! T .U PIIXllWI 

_ ll'uh. Poet - The ta..eo suggested by Secretary lloraenthau can be 1110re 
accurately described as "mUd, • •moderate• and "inadeq\Uite . • Citizens 
'IIIIo are called upon only t o pay these ta..ea oueht t o realize that t he 
sacri!ice they are making is, COiliP&rative:cy speaking, a privilege, 

N.x.H. T. -!Jr. l!or gentbo.u on Taxes -The newest Treasury proposals will 
do little to increase its prestige in the field of revenue l egislation. 

J. of c . - An Income Redi etribution Program - Adoption of the Treasury ' s 
l ateat propoeala 'IIOuld set a precedent for eo far-reaching an extension 
of the !"'Ogreesive principle that it would cauoe deep concern to those 
who rear for the 1\lture of privat,. enterprioe oyatem and profit motive. 

!1. T.lrorld-Tel . - Twent y Two llont~.s Late -So tar aa rnenue is concerned 
and ao ar aa t he 1.otpaet upon individual t.oxpayers is concerned, there 
is not a thing which the Treasury propoaed yooterday which aight just as 
""ll hove been propoeed on the day a.ft.er Pearl Hart>or. And with IIUCb 
better proopecta of enactment. or..nty-two 100ntha have passed while tho 
Treasury has dawdled. l!illions of taxp~ra have profited from tho nr 
boom. But' r>illiona of others, 'ltlose incocoeo hove not increased one 
dt..e , face a grim prospect. There is the tragedy: The absence of 
a realistic fiocal policy has D":lile it all the harder tor taxpayers of 
fixed ineo..,o . There i s one gleam or hope - tho t Congress will wri to 
ito own ticket. Carried by the foll owing newepapero: N.Y. W. T. , El Paso 
Herald Post , Houoton Press, ~emphio Pres• Scimiter , Birmingham Post , 
San Francioco News , Albuquerque Tribune, Pittoburgh Press , Cincinnati 
Post, Cleveland Prees. 

Albuauergue Joumal - Stiffer Taxes - The Treaoury proposal probably 
taceo revieion downward. 

Seattle Times - Country Confident Congreu WW Xoop Lid on War Tues -
Irediate reactiona tc the plan of Secretary l!oraenthou tc raise lot bU­
lion 100re a year in wartime ta..es, are ouch oo to ougg..,t that Congress 
1an1t likely tc adhere strictly tc t he linea L!r. l!orgont~.au bas laid 
down. Congnoa, we aay be sure, will provid@ all n.at is neeesoar:y. The 
opre&d ot the additional load, however, calle tor a degree of diocrillins­
tion to avoid injustice and an adveroe effect upon the whole do.,.otic 
eo:>noray. 

New Haven Resister - Icy Reception - The nHd tor l arge reYenues and tor 
or udent infl•tion-doterring meaeures is plain . It ought to t>e just as 
plain, however, that the country will be juat ae far behind in t he long 
run , •nd tarthor, if tloJCing 1s extended into ccntiseation and the result 
io induotrial paralysis . It ought tc be jUDt •• plain, al so, that 
demoralization in family budgeting ie just es evil when caueed by steeper 
tax increases then can be borne """n there hae been no rise in income, as 
when caueed by inflation. 
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_ 11 ... Haven Regiater (cont'd) - Together With ita •Pr1Dkl.in& of financial 
cypocrioy in the form of "refunds• wllich can t.. re.t:\lnded onJ.¥ t hrough 
taxes 111Y"J' and •paid- up ll.te insure.nce• which ot course ,.,uhl have to 
be paid all over again over the ;vears, t he Treasury program well deseroeo 
the goinR-ovet' 'llhicb the !louee committee evidontJ.¥ 1a about to give i t , 

nuffalo Evening News - The Treasury's Tax Program - From the immediate 
reaction i n Congress t o the Treasur.r• s 1~ billion program for additional 
taxes, it i s apparent thst the propoaal a , callin~ for tho stiffest tax 
levies in our history on incomes and luxuty consumption articles, is 
\ll&cceptable . The feeling in Congress 1o that inoome taxes bave reached 
the point of diJain1sh1ng returns in the upper brackets and a po1nt where 
l\lrtller general 1ocreaaes 110uld ""rk social and ecCIIollic inequalities in 
tho lliddle and lower brackets . 

Coluabwo f:vsning Dispatch - The Power to Tax - !low Deal Subverts It -
CatgMaa can •erve the natim well it, in dovisine a federal tax bill, 
it devisee one to raise ..,ney tor the prooecution of the nr and the 
operaUon ot neceseary f ederal functions of roTerrllll8nt 1 and aliminat·es 
any tendonc:r in the blll to raise money tor retonoa which are purel;r 
/lew Deal of purposes which obvious!¥ are political . 

Columbus St ate Journal - Honest Tax Bi ll Needed - r.e need an honest 
straightforward tax bill. It should apeak plainly and bo !imple. 
Proper authorities ·should set the amount "" have to pay, tell us exactly 
what it is, do away with the confusing and complicated types of tex 
forma we had to till out last Sept. 15, and let it go at tbat. The 
poopla will pa.y neceeaary tax levies. They will pay quicker and with 
a gr~t deal less reluctance it they know where the;r stand and what 
they are paying. The political and econolllic chicaner.r bein1< practiced 
in l';ashinflton smells to bigh heaven. 

Cincinnati TiJr.ea Star - l!r. •torgenthau' a •r.old, Hard Facts• - The cold 
cold hard fact or the ~·orgenthau pJ'<lllr&a 1a that it would not oDl.;r 
IMihilate the wealtey but 110uld &lao annihilate the aiddle class, the 
100at nUIOeroue claea of people in the oount17. ':hose are the people 
.001 b:r and large, have not profited at all t'ro11: the war , whose saving 
habito and 'llhose enterprise in the profe.uione, 1n white-collar johe, 
in little businesses and on small fanos, have Nde th001, 1n a peculiar 
sense, the backbone of America . 

L\r. Uorgenthau ~'Ould not dare to otter such an inequitable tax plan 
if the American middle class knew 1\'hat was heppeni.ne to it. But Congress 
corea about the future of average Americana evan 1t tho Administration 
does not ~ith a promptness and vigor unique i n our history, Representa­
tive Daughton baa denounced the prop-am as unreoae~~ablo, unbeaTable and 
unfair Thio Congress will not permit the needs of war f inance to be 
011do .;, excuse for overturniog t he tree econolll)' of the Vnited states . 
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_ Nashville !lannor ~ Keep Politico Out - There is not, we have said and 
we ropeat, roo" in a tax bUl for vote pandering, or for cutely contriv­
ing to ploy the "haves" against the "have-nota. • Tha very idea of that 
is repula1ve, and endangers that unity of effort, unity of sacrifice, 
unity of burden-bearing on which victory depends, to soy nothing of t hat 
1n~iv1dual and nationol self-respect which alone will make victocy 
110rthllhile. 

San l'ranciaco Chronicle - Taxea and Candor - What wo do object to is 
doalinR the cards off the bot tom of the pack; trying to pretend that 
taxes are not taxes, and setting up a IIIWllbo jumbo of equivocation. Ire 
know taxos have to be raised, bot we a.re utterl y oppoaed to letting 
thia nocoaait;y be uaed to put tho social ache:ea ot toalots over on us, 
ond we should like to see the Secretary of tho Treuucy deal with this 
neceslit;y as squarely aa the citbena have to ~~eet it. 

Tiilndtlston Journal-Everx- Svening - Indefensibl e !a the lrord for It -
ChainoiJI Doug)lton 1a guilt;y of DO extravacanco of etatement when he 
charactorius Secretar;y llorcenth:lu's new tax pro&rllll aa "inde!enaible . • 
It is indefenaiblo because 1t would la;y upon the baeka of the people 
of this generation a burden w!Uch the:r could not boar without extreme 
sut!erlng . It 1e indefensible bec&U$e it would ... Ikon tho national 
morale and tend to destro:r individual and corporate initiative. It is 
1ndefenaible because, through its failure to include a salea tax, i t 
i~norea and rejects the experience of every other nation at Qr. 

Cleveland Plain Dealer - B•ek to Taxes - It is indeed a ••d commentary 
on the rtnancial leadership of the country, with expenditures for the 
current year estimated at l O'l billiona, and tax revenues aomelfbat bel<>w 
40 bUliona, that aerioua consideration of a revenue program that will 
more adequately ...,et t he costs o! the war should be delayed until t he 
last quarter or the year. Even worse is the tact t hat the progrU ot 
taxation reco-nded b;y the Secretar:r of the Troaaur;r contains oothing 
new, 

St, Louie Globe-DeiiOOCrat - Belt-Ttchtonlng Tu l'lan - lnlatever aeasurea 
Conareas eato up tor passage should be 100at carofllll:r traaed. lfith heavy 
taxation already ocraping bottom in """"' categoriee, fUrther lmeo de­
Mnd extr..,. caution to prevent injuatieee and a tax saturation that 
'IIOuld imperU production, 

Kana•• City Star - Taxes - How Kueh and ~hat Kind - Aa t o abili t;y, the 
Treasury, like moat washington spokeamen, greatly overe•tl.m&tes the 
surplus eaah trom national income. 

li.Uwaukeo Journal _ The Treasury Tax Plan - Tho Treaeury aeems to forget 
that 1111.117 otatae also have income taxeo and that in 1944 the taxpa;yer 
~ be reqnired to pe;y 12~ ot biB 1942 . tax. 
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- Pho-..!x !lopublic - Congress lluat Deterodne How Far It Can Co in Added 
Taxation - Congress muet solve a problem Wh ich apparently doesn't concern 
tax exports of the Treasury Department. It muat determine the point o! 
saturation beyond 'llhioh it cannot go without breaking down the doDIOatic 
econo~ ot the nAtion. 
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Detmit /lowe - Low Incomes !lit Hardest - The additional tax on corporations 
ie sought notwithstanding that many buaineeeeo are f inding it impossible 
under their present taxes to amass reserves they will need to finance eon­
versions to poe twer condi tiona. llorgentheu ursee haete in strengthening 
tho Treasuey to meat the huge war coste. Whl.le we agree that there shoul d 
be all poeaible haste, • • !oreeee a juetititd struggle perhapa continuing 
into 1944 before a tax bill of tbia type I.e enact"" · 

st. LOuis Star-Tioles - liew War Taxee - Laet year Congress spread the in­
co"" tax to eveey~ receiving $600 or ..,.. a :year. It I.e obvioua, in 
the li&ht o! wartiole living e:rpensea, bond purchases end the like, that 
there I.e no eenae of adding veey mch to the rates on the lower- bracket 
inco••• People in these groupe ei.Jr;ply do not ha .. .Jil!o money to pay. 

- !.liami Rorald - Sales Tax Solution - Row droetic the proposed measure is 
ean be beet judged from the opposition o! Chairman Do.u&hton. With both 
Democrats and Republicans condeming the measure and t he sentiment of 
tho Senate already reflected in Finance Chairman WOlter F. George's 
declaration that the Treaeury•a goale are too high, the Treasury's tax 
plan ie apparently doomed. 

Denver Rocky Mountain News - Twenty-two months Late. 

Cincinnat i ~oet - Saving lot Billions - It Jlr. llorgenthau were thinking 
1ri Eenu of taxae !or revenue instead ot taxes !or politico, he 110uld 
frBe & tax prorr .. to tit tho market-to get the reYenue 'llhere the 
110ne;r 1e. llouldn•t it be a good idea !or the co=zittee on ways and ~~:eans, 
conaide ring the lot billion new taxes , to resolve iteelt ioto a coanttee 
on •78 and aeane ot not ......ting lot billions? 
Carried by the following nenpapers: Cincinnati Poet, Albuquerque Trilr.me, 
!a Paso l!orald-Poet, Rouston Press, 8!.naing* Poet, l!emphie Prosa-$ciol1tar, 
Columbua Citi&en, Fitteburgh Press. 

Newark s t.,....Ledger - Tax Program - Almost innrilblT submission of a tax 
program by the Tre..,ury Dopart..,nt 1n recent years hes been l.ml:ledl.etely 
provocative o! protest and opposition. The Treasury, under llr. llorgenthau 
hoe eut.fered a gr01ring loss o! confidence. 

Detroit Free Prose _ llbolly Indefensible - The Ways and Weans Coomittee 
will lrrite the next tax bill. Secret&l7 l.!orsenthau ' • eucgeeticDB are net 
veey halp!ul. They !ail to tace realities. Congreee should face reality 
even it tho A<llli.niotration 110n 1 t . 
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_ Oldahoml City Times - Beware of the Last. Straw - 1lh,y not have so• govem­
..ent econoiiY, alrea<IY badly overdue, instead of the naver-endina aasault 
on the taxpayer. 

Indianapolis Star - Tax Bill Inequal1tiea - The position taken by Chairman 
llOu~hton of the Houee 11'ays and Ueane Committee on the proposal of another 
Federal tax increase tota.ling 1<>! billion 1a much mor e realistic than thet 
of Secretary l!orgenthau of the Treasury Deportcnont . In the effort to get 
at the 8'110llen incomes of one class the proposed tax inoreaae would 
seriously penalize those who already are paying a burdensome percentage of 
nonr.:ll ineomea . 

O!lla.B !\ewe - Heavier Taxe.E - There haa been a tremeodoua waste or coney. 
So• or it • •• unavoidable bec&W!e of the greatest spaed thst has been 
necessary in tbe building of the nr achine. But tllie does not cean that 
i&proveaents camot be made. It io obrlous that • cannot go on very long 
Nintaining the 100 billion dollars a year national bud«et without resort­
in• to totalitarian control of the national econoiiY• 

~an Antonio Flxprese - Still Clumsil;y Evadinc A Federal Sales Tax -
llr. Doug)lton 1a right. Though one sees virtually no limit to the 
Govorrunent' a war needs, there is an obvious lilnit t.o the masses ' 
ability to pay. The citizen is willinv, no doubt ; but there is such 
a thing na riding a willing horse to death. 

Kansas City Times - A Tax Principle to t'ollow - The fact 1e that the 
Treasury or administration bill is extrema to tho point of impos~ibility 
and violates the principle of "equitable" taxes "hich its i'raoors as•ume 
they are applying . For it fails t o spread out tho progr..,. to all j.n 
oroportion to ab1Ut:r to pay. 

Seattle Times - 11r . l!orgenth3u in llc~d ot Arithlllltic Lessons - It iz 
to u:>derotand that Congress ldll completely by-pea• the pr<>posalf 
and '10111 enact a tax bill more in accord with the actual ne,ceo;si'ti•,. 
the caae and with the ability of the people to pay. 

Utica Obeerver-Diapatch - Tax Bill Slapped Down - !lobody '113Jlts to shirk 
a war dut:r and ever;rbod:r should deaire to beck the attack with all possible 
dollars . The Treasury, hoWever, bun't ~one at the job the right way, or 
uaed judgment on the amounts to be 1 evied. It's unfortunate the Treasury 

has wasted time on this sort of bill. 

Arkanaaa Gazette _ ~mocracy Asserts Itsolf on Taxation - It is heartening 
to ••• dDIIocraoy in action at Washington . ',1o haw aeon the r·ays and l!eans 
Colr:lll.ttee of the House, 'll!lich.repreeonts the people and holds , "" in all 
Angl.~axon govarl'lllll!nt, control over the public puree, virtuall;y r•jecting 
the opproeeive tax bill proposed by the Roose'fOlt administration. 
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_ New Haven Register - All Good As Taxing - Inat ·ead of trying to figure out 
waya in which to tax the people more, U.s . Rtpresontative Taber, of 
New Yorl< , proposes to get rid of the cause of oomo of the taxing. SaYing 
ia just •• good as taxing. 

11.,. Haven Joumal Couri er - Treasury' e Tax Propoesle Call for congreeeionel 
scrutiny - It ia ent i rely possible that Congroee Will add to the taxes pay­
able in 19441 but 1f it does, i t ie likely to writo i to 0 111 revenue 
•wuuro. Thie latest Treasury plan h&an 1 t aroused the en thu.siasm of the 
Wsye and Ileana Comittee, and it ion•t probable that 1t Will enlist llllcb 
aupport in the ctuntry. 
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~ilw&llkee Journal - Ia the Treasury Bll.nd -The people of the country, .• 
wbete•or their opinion of Congreaaiooel perspicacity in other direetiona, 
Will join Congress in this particular protest. So far as they haw ex-
aadned the plan , they j~t cannot understand 'Ohat llr. l.'orgentbau and hie 
aseiotanto were t hl.nking of wben t hey concehad it. 1lhtn Will the Treasury 
stop pret..nding that conditione are normal though needs are increased? 

Philadelphia Inquirer - Because There• o No Ruml Plan - In asking for s ix 
and a half billion dollars of additional revenue from individual income 
taxee, SecretarY Mcr genthau made no mention of the 12! percent extra levy 
to be imposed on )9, 000, 000 taxpayer s next lo!arch 15, which is to be re-
paat..d on tho corresponding dat e in 1945. Congress should think tWice 
before approving the Treasury' s enormous pro~ram ao it etando. 

Philadelohia Record - Treasury Tax Plan llaete a Welcome Dellise - The 
Traaeury' e proposal bas apparently died a-borning. l!ost taxpayers Will 
welcome the forthright opposition of Chainlan Doughten . "Air¥ benefit 
which llligbt srioe from the effect of the Treasury• a plan in curbing in­
nation 'OOuld be 1110re than offset by SUCb unbearable increased burdens, 
which m:r well baYe a tendency to break down the 80rale of the taxpayer. • 
In short there' a a liait to wbat the citben can pq in taxes and still 
pay hil bills. 

Joraey Qbaener - A.dJlinietration's Astronollical Tax Proposal - llbat the 
country neede at thie time is a drutic curb on goY8r""""'tal spanding, 
otherWise we shall aoon reach the point 'llhero we ehall find the pocket­
boob in America as bare as llother Hubbard' 1 cupboard. 

Waoh. Timoo-Rerald _ Bow About some Econolllioa - Taxea and war bOnd contr i­
butions ore biting now into virtually everybody. Ian •t it conceivable 
that a lot o! paople would welcome some gonu.ino goatures of forcing so"'" 
Oovemment economies? 
Also carried by N. r . Daily News. 
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_ Nashville Tennoeeaan - There .lre Lilllit-4 - Already, the people are diggin& 
do•n into t heir pockets to finance the war, and it Dllet be said that they 
are doing this with a miniaalm of COIIIJ)laint, Th"J' are ready to do mor e, 
but they are not prepared fo r a stratoapherio rue, along the .. hol e line. 

C1noinnat1 Enquirer - l!r. Doughten Speake Out - No tax, however necessary 
the income it might bring, can accomplish any wort hy purpose if, qy ita 
very nat ure , it strikes a t the heart of the econom,y which our soldiers 
a re fitrhting to prot ect. Excessive levies, euoh ae euggeeted by 
l! r. llorpenthau, would do a~.~cb to kill completely in .ll!lerica the spirit ot 
individual enterprise and the principle ot industrial crdor through 
pro!i t o)'Otom. 

Foughkeepsio llow Yorlcer - Now Taxes - The problee !acing the country today 
Is not so IIUCb inco010 as it is spendintz. Si.nce tbet is eo, why not direct 
correeti.,. measures at the latter? 

Booton Globe - Taxes, Taxes - It seem aa it we were juot recoveri~.a tr011 
one tax heedache, and here 1a another •• ead nfiWa any ny we look at i t. 

Butte Standard - New Taxes \\ould Bit There It Hurta - The l!orgenthau tax 
should remove the threat o! mila tion in the higher paid war production 
industries , but at the same time it would come as a cruahin& blow to the 
middle clue, t ho profes s i onal man, the ealcry oorkere, and the white 
collar class . 

~lancheetor Union - The 1/ew Tax Program - One would wish that the Treasury 
would ahow a little more ingenuity in deviaing Oltthoda of raiaing this 
-wolume of taxes . 

- 71all Street Journal - Taxes and Lending - Indeed ita deficiencies are ao 
glsrin£ that eonaresa will have none or it and Raahington dispatches 
quest ion Whether the Secretary l'll.Juelt did not e:1 tertain unexpressed 
reaervationa . 

Clnelancl Preaa - 'l1:lr Not Save loi B1111ona? 
Carri..S by Cle.,.land Preas, Roclo' l!oWlt&in Newa, Fort Worth Prose, 

Indiananolia Tilllla - Twenty TWO llontba Late. 

N. Y.World-Tol. _ Not Even Smart Politico- The deeper the lie,ys and Ileana 
C011111l.ttee del vee into t he rreaeurr• s Tax program, the more obvious it 
beCOmAll t ha t t he neaeure 1188 not designed prim.rUy to raise r evenue. or 
cur b inflation but t o Ret votes . 
Carried by t he following newspapers : N. Y.W, T. , Pittsburgh Prose, 
Houston Preee. 

!.l:~~~~~~n- Taxes 'and Election& - Apparently neit her Congre .. 
,. is forgetting thst 1944 io an election :rear, and tbe 

proapecta or a tougl> but fair tax bill are accordingly r ather diSllal, 
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_ Philadolphia Inquirer - Econolll;!' Before Hil!ller Taxea - llopreoent.athe 
Taber 's econOIII;!' program, which includes llavy yarda, berracke and 
llll.litary J)O'lta .. ... u •• numero\13 independent eaenoies, ""'Y be too 
... eeping. But if only half the savings he outllnee could be effected, 
the 1110rale or millio~ of taxpa)'Ore, now taoing the future with fear 
and forebodings, would be materiall y strengthened. 

l!i•nd. Herold - Sales Tax SOlution - There 1a no Question about the 
American people ' s willingness to eacrit'ice everything for victory. The 
propoe ed AdJiin1etrat1on bill mistakes willingnees !or ability to pay. 

Fort 1\'orth Preaa - Sales Tax Support - Objection• are evident arainst 
the Treasury tax plan and agai.nst a flat aalee le'r)' of 10 per cent. 
Both ora evidence or inexpertness ._,ich is 1U-bet1tt1ng the nr and 
the necoeaity of financing it and averting inn&ion. 

St. Louie Sta1'-Tiloes - Time and Taxes - The politiciaruo-for their own 
eakee-ought to coneider 'llllether keepinr the 'I'Otere on tente1'-booka may 
not be aa coottly at the polls as bre&kin( bad news cleanly and prcO!ptly. 
And, turt.her, they had better tind waya or el1ainating tho waste which 
llllkes tax rates inordinately high rather than ·~ ot c&1110Uflag1ng the 
burden by poetponing P,rt of i t. 

El Paso Her&ld-Poot - !lew ~lave for Econoii\Y - Economies in t ho Arii\Y and 
Navy are just ae useful t o tho taxpayere ae economies in tho civil 
funct ions Of the OovemmEDt . And economies an)'lOhere in the Oovornment 
are quite ae ertectin as new taxes in tho oame anoount . 

New York )?lily llirror - True to Form - Tho Congreaa, in revolt against 
it, recognises tho program for just what it is . Another tiJ!Iid and 
poradoxicel att empt to meet an emergeno7 by a.oidinR the issue. 

San Antonio Ennins No"" - Tax Fr•ers' Choice - If Ule7 100uld avoid 
1ower1n4 Uv1nj;-atandarde to a dlllgeroua lliniJr.UD t .,.D tor wartlae­
when the people naturally ex.pect and prapere tor pri•ationo-therebY 
undoNtninc civilian 110rale, the revenue biU-tramare at w .. hington 
Will go llowly ae to increasinc inccao taxeo. In tact tho saturation­
point io about reached in all brackets. 

Atlanta C~titution - Federal Sales Tax - The Alltrican • ge eamora 
cannot well stand another withholding tax or additional •victory taxes. • 
There a re lllilllo~ whooe salaries havo not gone up along with those in 
war pl anta becaus e their buaineaaoa were not enjoyi.ng war contracts 
and profits . 

Kansas Citr Star - save lo!oro and Tax Leoo - Taxpa,vero should demand 
OC0nO!I1Y in tho oo .......... Dt before another huge tax bill is laid OD 
their backs. 

228 

Regraded Unclassified



Tl!F. TR!!ASURI TAX PRlGR.lll 

.,,,.,,,., - San Antonio EXpress - Federal Econo>O;)': llore Power to Byrd, Taber, et a1 _ 
To bo sure, a nation at war cannot pinch penniu, but i t need not throw 
away 1110ney excessively on contr acta and tho like. 

Cincinnat i Time• Star - Row About the Middle Class - There has been a con­
aiderable increaee in the cost of living and a tre:~~endoua increase in the 
burden of taxation . The middle class has often baen called the back-bone 
of America . If things continue as they have boon going, Amorica wUl have 
t o get on without that backbone before long. 

Cincinnati J')lguirer - Postwar Cash Reserves - r.e 10uld suuest a middle 
course 11bicb takes into consideration both theae aportant !actors. Lo­
"""er$ 11114t not devote so ONcb of t he new projU'&a to current inco:e that 
they bu Ud bleak and barren depreuion years ahead. Induatry =st bear 
ita fair share of the iJmlediate tu: load, but to dip too deepl.T into the 
fi.nancial blood of our industrial at ructure 10uld ba a &~st unwise acd 
short-aiihted 100ve. 

N. J. 11. Tribune - Con!llsed Tax Thinl<ing - The weolcneaa or l!r. llorgenthau•a 
pro•rac, in ehort, 1e t hat it is an econoCiic anachronie. H has just 
about aa much relation to the 194J economic acene aa a policy of drastic 
die•,..onent would have as a n express ion of l94J mUita ry policy. 

New Orl eona Item - Stop Thi s \Taste - ll'inning t he war ia not enough. We 
must Win it and stay solvent. To defeat our eneCiiea is not eno~~gh if we 
1alpover ieh oursel vu and go down with them to all the lliseries and dis­
orders that national penury begets. 

- Litt le !bck Qnette - Closiog That !4, 000,cioo, ooo Oap - By tho simplest 
arithlaatic wo see that a s aving of 1'4, 000, 000, 000 would close the gap 
between the !l.O, ooo,ooo,ooo 11r. llorgenthau and llr. Rooaeftlt are de­
ll&lld1zls and the U,OOO,OOO,OOO that Congreu apokenec say is all tbo 
new tax bill should atteo;>t to raiee. 

Y:ashinston Peat - Tax to Cure - There ie no altemathe, it s~ to us, 
but to put a brake on this spending and 100p up tha dancercw~ .,noy by 
lllllna of a general sales tax. As f a r hack as January 5, 1942, the 
Preeident hiuelf enviaaged such a ll'fy ae a t .-porary wartiu necessity. 
Yet neorly two years l ater the Treasury still ia ll'llble to abed busine .. -
as-uaual idea in tax poli cy. 

N. Y. Tillloe _ What Limit to Taxes - Tho Treasury has balltl squeezing close 
to the laat dro p o! re.enue out of tha higheat inco,..a. Any assumption 
that inc reased r ates will bring proportional revenues must be seriouely 
challenged . 

~emphia Preas-soimitar - Not Even Smart Politico -

Fort 1\'orth Press - Twenty Two llontha Lata -
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- N"" Orleans Sutee - Accept His Offer - Repreeenuthe Taber's implied 
otter to point out how expenses could be reduced 4 bUlion ohould be 
accepted with alacrity. Let economies be effected before the new tax 
measure i s drawn . 

lndionaeolie Star - Sales Tax the Ane.nr - lolr, Vinson apparently over­
looke the tact that the increased tax proposal, pr1lNlr1J.,y supposed to 
get the surplua cash of war workers , would bear hsavUy on odllione 
whose inco""' has not kept pace with wages in tho munitions indu:otries. 
They practically wculd be asked to pay taxes they cannot afton!, 

IJIIllas Mornins News - Slash in Spending - There will certainJ.,y be no 
handicap in abUity to contend that the war was uinUlned in full 
speed on reduced expenditures . 

S;r!'acuee lleJOld Journal - Tr easury Tax Propoeala Should Be Killed -
Riyh taxes are an inentable concollitant ot IIOdern war, - But not even 
the A:lerican p~e with all thttir goniua have yet been able to perfect 
a system in 'llhicn<hey can pay taxes that oxc"d their OArning&. 

Philadelphia Inquirer - Director Vinson on a !lot Spot - The natural 
conclusion 1a that the Government should •go where the 010ney is" and 
tax proportionately the possesoors of this tour-fifths of the income. 
But i nstead or pursuing t hat sound policy, the Treasury has proposed 
to lay the heaviest burden on one-fifth or the income and on the per­
sons llhose spending has t he least e!fect in causing inflation. 
Carried by the Cincinnati J;)lquirer. 

O!Mho \Torld-Herald - The Treasury Plan - It is not unreasonable to con­
clude that this is more than the result ot the Treaeury tax plan . It 
1o deliberately intended for a purpose. That purpose is to redUu, as 
drastically .. 1o at all practical, prhato sources ot caJ>i tal for in­
vest...nt in induatry and co....,rce. From that would follow, necessarily, 
the eventual el1o.ination of private enterpriao. Tbat 1o the ROal to..ard 
'll!:ich lllllOY of the brlgbt boys in llasbington bawe been directin& their 
etforts over since l9JJ, 

Cincinnati Inquirer - Let •o Cut the 8udget - We agree with Mr. Taber 
that costa must be cut if we are to head-ott naticr>al bankruptcy and 
ehaoa. 

Fargo forum - Taxes and Pelley - It 1o necessary to do more than l ay 
additional taxation, since the debt will be stupendous in any event. 
VIe must know whether we intend to have prudent management or f ollow 
the no-limit theory. certainly, we should got on •• solid ground as 
we can aa q\l.ickl;r aa we can. 
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- Detroit !Me Preos - Vinson on Taxation - Congreaa ehould not, and it 
looke now aa if i t will not, accept Judge Vinaon and other administra­
tion spokeslllllp say t~.at the Country will go to the doge it the dot on 
an "1" or the cross on a "t" is changed. 

Cleveland PlAin Dealer - rtey Congr ess Balks - The sad truth of tho 
~tter is that Congress doee not hove, and the nation eo a whole doos 
not have, much confidence in the Secretary of the Treasury and his 
present odviaera . In both matters o! taxation and in public borrowing 
they lend their support to measures and policies which bear much less 
relation whatever to total - r than they do to the political considera­
tions Which eo profoundly affect public finance . 

- Sl P11o Korald Poet - Poor Politics -

''ll•.,kee Sentinel - 'lapudiation ot Admdnietration - Certeinly it is 
tiae tor the Aaericsn people to demnd an explanation or C!y !!ency 
l'or ganthau, Jr. occupies the seat o! Alexander H&ldlton 11bile !!r. 
Bernard Baruch occupies a pane bench in the city o! Washin<tton. (Also 
carried by the following newspapers : San Francieco E>tainer, 
Loe AMelce l!xaminer, New York Joumal American.) 

New York Da1lr News - The Tax Fight - For our part, we think several 
of Uorgenthou ' a proposals are foolish; and we don ' t like the manner of 
their preaontntion to Congr ess. Revenue billa, according to t he 
Constitution, are to or iginate in the Houee. The proper function or 
the Treaeury Department, 1! it is to be heard !rom at all llben the 
House ia considering a revenue bUl, is to advise and !'urnish statistics. 

Boston Trneler - Treasury Tax Plans - Congrus has been writin<t the 
tax bUlB and apparently intends to continue doing so. 

Charlotte Observer - An E>tception Noted - SoiOO eche:oo sbould be devised 
b7 wbich the governaent WOilld get .,..t ot ita np revenue troa thos e 
groupo 1lho are Ur.Iune tro111 the repreesione and restriction& irposed 
u;>on the trozen-incoo:e bloc whose tax burdens have ~read,y reached 
beck-breaking weight, 

N, I .11', 'l'el , - The New l!ove for Econoli\Y - Economies in the Arli\Y and lla"7 
are just as woet\11 to the taxpa,...r s as econOtlliu in the ci v1l function• 
ot the go.,.l'l\llent. And economies an,..,oro in the government are quito 
as effective aa new taxes in the oame amount . 

N, Y, Sun - Taxes and Polit ics - It may be asking a l ot of Congl'ese and 
of the Adminietration to ask th""' t o forget politics and write a tax 
bUl. It may be expecting a l ot to expect the American people to ineiet 
that a realietic tax bill be written. But it 1e neither asking nor 
expecting mre than the situation demands. 
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- CinciM&ti n.gul.rer - eue for a Tax Program- Let's cut out the bil­
lions or dollars in unessential. spending first. Then we csn find 
oxactly where we stand . We can build • sane, s<lUnd taxation program 
on ~hat foundation. 

'1/ashington Star - Tax Fant asy - It probably will not happen, hut juat 
in case the Administrati on' s newest revenue program should be adopted 
bY Congreos wi~hout a change, we shall ses the poor, underprivileged 
rich wallcine around the streets dressed not in fine clothes but in 
barrels . 

Philadelphia Inquirer - The Anner to the Tax Probles - The Treasury's 
specific progras has been weighed and found nntina. Except for the 
staggerinc aoount of revenue dG&llded, it seeaed to haw been b-aaed 
!or peacetiao, without regard tor special nrti1111 conditions. 

Charlotte Observer - New Taxes and Federal Econosies - It is the busi­
ness ot the Congress, in its consideration of the nt!W tax bill, to 
explore every possibility of intelligent econolll)' that can be made and 
then to have the courage to face the issuo fAirly and squarelY and 
gause its final action accordinglY. 

- Chicano Sun - Needless Tax '1/rangl.e - Tho Secretary might just as ...,u 
msko up his mind that the House, not hs, 1o going to frame tho tax 
polioy, ond act accordingly. 

Bo• ton Travoler - Taxes Are Alr eady Up - In asking tor a ten per cent 
rise in the inco"'" tax rate, has llr. Uorgenthau forgotten the joker 
in the withholding tax system? Only seventy-five per cent of the past 
year 1a tax was "forgiven. " 

- OmahA World -Herald - The Dreadful Truth - Still ofticiel Washington 
rotuaes to face the dreecl1'ul truth. The dreadful truth which is that 
the people w111 be obllged to pay tor this war out o! their own 
standard of U ving. 

Booton ll&i].z Record - l'.1:IY Do r.e Tolerate In-toney - or - Repudiation 
of the Administration . 
Aloo carried by San Antonio Lillht. 

Jlernphis Tenn. COI!Ill8rcial Appeal - Secretary ~lorsenth4u now appeals to 
Congress with a tax plan .mich is not only economically reprehensibl e 
but pollticallY vicious. 
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THE 'I'REASURY TAX PROOIWI 

- Syl rla Porter - New York Post - Unquestionably there•ll be a terrific 
11111ount or opposition fl'ao our vote conscious lesialators and the big 
1111urance caopanies to the Administration'• tax bill introduced Into 
congreso today. 

10/$/43 - Syivia Porter - New York Post - Even a o .. ual study of the bill sub­
mitted by the Treasury to the House "•ya and Means Committee reveals 
ita hodg,...podge aspects . 

L .. lie Oould - l!ew York Journal-Allerican - It the schedules proposed by 
llr. llorsonthau yesterday are enforced, the white collar class which 1a 
not sharing in this war boca had bettor set ready to peddle appl ... 
l'l>r they are on the way out. They are being liquidated as surel7 as 
the7 .,.re in that revolution that aade CMrodo Stalin. 

- Danton Walker - Washington TLoes-Rerald - Tax roc~endations have 
become eo ana_rled up between Warriner Eccles, Vtnaon and Morgenthau 
thot Barney Baruch ,..,. have another headluater•a task on his hands. 

David Lawrence - The Treasury lll&kes ita own otudieo and keeps ita own 
figures, works them up in estimates, which ore held tor release at a 
siven time, and then a program is announced which, on ita face, is 
unac1entit1c 1 and therefore bas the ottect ot producing alann, 1! not 
oonfUaion, in the eoonomic world . 
Carried b7 tho following nowspapere1 llaohington Star, !lew York Sun, 
Newark Newe. 

""''"''.' - Paul Mallon - The Congressional comittee attitude is not hard to explain . 
The llorgenthou plan seemed to lack a convincing r1ns or ei thor sense or 
securlt7. Indeed, it appeared to have onl y a feeble political justifi­
cation. 
Corried b7 tile following newspapers: N"' York Journal-Aaeriean, Syracuse 
Herald-Journal, Boston Herald, Chicago l!erold-Aaericen, B1noingbu !!ewe, 
llephle C.-ercial ~&11 Little Rock Arkansas Dt=ocrot, San Praneisco 
~fler, Seattle Post Intelligencer, Nw Orleans It .. , ~rso l'l>nm, 
o..ba 'llorld-Herald1 llew York Daily !lewe, Butte Standard . 

'lfalter Lil!l!!!!!nn - 'l!hat is lacking in the Treaaur:r tax progr&IO is a cor>­
vinclng alidintelligibb explanation of tho problem which it is designed 
to deal witll. The program cannot be supportod ettectively or critici•ed 
constructively until there is a general understanding and ogreement on 
what we ere trying to do and wh7. 
carried by the following nonpapers1 !I"' York Herold Tribune, Washington 
Post, Nsw Orlt ana Times-Picayune, Loa AftSeles Ti~•• • Memphis Commercial 
Appeal, Chioago Sun. 
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THE 'IR!ASURY TAX PROOIWI 

- Raymond Clapper - 9oth the Adllliniatration and Congreaa a re doing aome 
politiol<ing with the new tax program and it 1a important not to allow 
outaelvoa to be deceived by any of thia. 
Carril!d by the following nawapapars: Washington News, New York World­
Telegram, Syraouoe Herald-Journal, Boston Traveler, Chicago Timea, 
Kansas City Star, St. Louie Star-Times , Minneapolis Star Journal, 
l!emphia Preaa..Scimitar, Albuquerque Tribuna, Fort ll'orth Preoa, Okl&h01111 
City Oklahoman, Charleston News & Courier, New Orleans Times-Picayune, 
Fargo Foi'UIII . 
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- Erneat Lindley - the bias of tbe Tr<taaury and the wealmeos of Congreu 
CCI!bine to fruatrate t he proapacts of gettirc taxation thAt is COIII>re­
henaive and tough, that Imposes the hardahipo which a grut ujority 
of ci vU11na are doubtless wUllng to bear--eo long as they feel that 
an are sharing alik~ narrows the dioparity betwsen the contribution 
of thoae who are in the araecl forces and thoaa who work at home. 
Carried by the following newspapers: 11'aah1rcton Post, Newark star-Ledger, 
Brookl1" Eagle. 

Leslie Oould - New York Journal-American - tha man most reoponsible tor 
the Treasury• a new income program is a little lawyer out of \'lall Stroot 
by the nam,e or Randolph E. Paul. there muat be something the matter 
with the air of the Wall Street law offices, tor it is hard to oee how 
any men who knows anything about business could draw up ouch a tax 
program. It isn' t a tax program. It 1a a social reform. 

Arthur ltl'ock - New Yor,k Timea - Aa the plan has been subjected 01ore and 
more to analysis-by meabers of Congreaaional c011111ittees, by cocne•ntatc•r'-' 
who hoped the Treaaury was turning over a new leof by the public-the 
ra .. niar outlines of politics and aocial- econODic • ref •n.• via taxation 
route haVll &«ain ... erged . 

1~/10/43 - leslie Gould - It is ocne of the tricldest and ~oot decepti,. pieces of 
figuring attcpted in l!'ashington. It ! a oo flagrently a refora aeasure, 
that oven ouch an all out !lew Deal concres-n aa Doughton squaned. 
Carried by the New York Daily Newa and New York Journal-A.Ilerican. 

10/ll/43 - Paul Mallon - Sub-aurface evidence al oe indicat ea tho Treasury tax 
progra111 was not a peroonal !!orgenthau opus. !loot congreos11en ferwntly 
auspect Mr. Roosevelt had as ~uch of a hand in it ao anyone else. 
carried by the following newspapara: Newark Star-Ledger, Bost on Herold , 
Cleveland Plain Dealer, Poughkeepsie !lew Yorker, Philadelphia Inquir er. 

Frank R. X ant - the sad truth is t hat the Administration' a war time 
financial leaderahip ia political, hypocritical, hollow, unsound and 
inadequate. · It refiects cre<tl.t upon neither the President nor 
!olr . l!ort:enth&u. 
Carried by the following newapepers: 1faah1ngt-:>n Star, 3altimore Sun, 
Louiavillo Courier-Journal, Des Moinea Ragiotor , 
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- Sylvia Porter - liP York Post - 'nle Adl!Unistrat.ion•o $10,000,000,000 
tax bill hao been drowned in a torrent of ab~i vo wordo , n>e tax 
situation as it ahapea up t oday is in a bisgor maao than at ~ tiee 
in recent monthe . 
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SALES TAX 

~I'TORIALS - Fnorable 

10/$/43 - JOORNAL, 'lliJ..mington, Del, - Chairman Doughton of the House 
llo,ya and Ileana CO!llllitteo 1a guilty o£ no oxtrangance ot 
atateltent whan he ·characterizes Secretary llorgentheu•e new 
tax program as "indefensible•, It is indefensible becauae 
it would 11eaken the nat ionel morale, and becaueo t hrough 
i te !allure to include a sales tax, 1t ignores and rejocto 
tho experience of ovary other nation at war, 

10/5/43 - TDIES-PICAIUNE , Nn Orleans, La, - Consreoo soama to favor 
either a retail sales tax or a •apandins tax• onr tho 
Troasucy propoael to sharply increase the incoao tax rates, 

10/ 5/43 - ST. LOUIS OIPIIE-IlEII:lCRAT - A tar aoro aatbtacto17 plan, 
1'roa every angle, would be a aalea tax on all a pending except 
food, medicine, roots and other abooluta noceasitiea o! living. 
Thia baa beonQPposed by the &dain1atrat1on consietentl)', 

10/5/43 - J, of c. - A generel retail aalea tax or, aay, 10 per cent 
would be one way to raise up to half the money required 
without altering the pattern of national income distribution 
in fundamental respects . 

10/5/43 - PlAIN pEAp;R, Cleveland - Tho pereietent opposition of the 
Troaellr)' to a Foderel aalee t ax, and also to enforced saving 
in Drty form !II'U5t be due also to poll tical factors. 

10/6/4) - TH! EVENING BULLETIN, Providence - National naceae1ty d1ctateo 
that a penal t:r ahould be placed on unnocoaaary individual 
apend1ng n011. That 1a the 't'irtue ol a atitt ••neral aales tax, 
diacriainatingly applied to selected types of merch.,cliao, 

10/6/4) - l\K!!OOD em TRiliUIIE, California - 9y all 11e.,a, let ue have 
t he luxury tax with ita atilt increoaea in leviee. But since 
it can be no ottective aubeti tuto tor the general federal 
oaloa tax, lot uo have the latter levy as ""ll• 

10/6/4) - T!!& !J!TROIT NE!iS - Occasionally a Treasury opokaeman call s 
the oaleo tax itaelt in!lationar:r, which ie simply not true, 
unlees the reference 1a to a tax ot other than the ratail level, 

10/6/43 - SAN A!!l'()HIO l!jlP!!ESS - He .,.ld tax all ealeo a flat 10 per 
cent, to raise an eatiJratod 5 bUlion clollc-o a year, 
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SALES T.U 

EDITCIUALS - Fawrable 

10/6/43 - I'IAN IIERAIJl - The aeles tax ie fair. It requirea no c-l;f 
1114Chin"'7 to collect. It 10uld pronde a steady no,. or 
revenue to the Treasury and in ell liklihood wruld make a 
greater return than the proposed incON tax bond increases, 

10/6/43 - @I'ARJ( STAR-LEDGER - It ia not aurpr1a1ng that in the 
circumstances the plan of a general salee tax, estimted to 
produce t6,ooo,ooo,ooo, should be revived with increasing favor, 

10/6/43 - CfHCJNIIATI !'NWIRER - Perhapo an over-all oales tax will 
present itself as a channel throuah 'Ohicb a great portion of 
the necessary increases may be railed. 

10/6/43 - OI.OBI!, l!¢aton - Sales tu advocateo aay it is the easiest to 
collect, reaches a lot of income now unt.ouched, and u a 
direct tax on expenditure, it ie a sure aa!eguard against 
in n ation. 

10/6/43 - THE DETROIT mE& mESS - Why doea the Aclndniatration refuse 
to expand excises int o a general seloa tax, which 110uld 
relieve tax pressure in other directions? The ana..er is 
political expediency. 

10/6/4') - TilE SUII - Criticisms of the general oales tax voiced before 
the W&YII and ~teans Comittee by )lr. Randolph Paul, General 
Counul or the Treuury, ""re tar !rom conYincing. In an 
eDirgeftOT like the present., 'llhen purohuing power threatens 
to burat ell bouftda, a ealea tax ie urpnt!y noeded not oul7 
aa a meana of providing the Treasurr with rennue but also 
aa a 1:111111 of bringing de1118lld into balance with auppl;f. 

10/?/43 - BFiROEll EVBIIlMl NE'IIS, Hackensack, N.J. - There ia one tax 
.,.,.,ich 110Uld cut aim;>l7 and eaail7 into tho bulk or the new 
mone7 which has come into being aa o result of the • ar. 

10/7/43 - FOR'!' WORTH PR&SS - Objections are evident against the 
Treasurr tax pl an and against a nat ealee lny of 10 per 
cent, Both are evidence of inexperience which is 111-
be!itting the n r and the necesoit7 of !1n1ah1ng it and 
averting inlletion. 
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SALES TAX 

!DITa!IALS - Fawroble 

10/7/43 - ~ - Since t ba presentat ion of tho draotic Treasury tax 
plan, sent iment is reported to be gl'<tllins in C<l'lgress, in 
ap1te or Treasury oppoeit i<l'l, in favor of o gener al sales 
tax. 

10/7/43 - DAILY IIIRRlR , N. Y. - "If' over a Federal oaleo t ax io 
Just ifi ed, now 1o the time ,• 
A general sales tax is ant1-Wlotionoryl 

10/7/43 - l!n - A:r.ong the very few iqx>rtont ooureoa of revenue that 
reuin are a general sales tax ond hl&hor excite taxes. 
ll'o IIWit never forget, as tba doctrinaire opponents ot a 
aaleo tax do forget, that one ot tho altamatheo to a 
general aales tax which 1IOUld "'11.7 reoch ••• inco""' 1s 
intlotion. 

10/7/43 - M, New York - It's those ..,,... in tho 1o'ller brackets who 
are maldng more money than they .. er saw before . Let • e put 
on a sales tax a.nd pet eo me ot that money. 

10/7/43 - N. Y,SVN - Some members boliovo that a Rener al oales t ax 
liOUld be better t han sharp increaae Of tax ro tea On a f ew 
categories . There are m~ excuses, but only one reason 
for delaying action on excise taxes . That one reason will 
be provided by serious consideration ot a ealee tax. 

10/7/43 - TilE SUN, Baltaore - There ro..,ina tho cpestion of taxes 
ai.JI.ed at draining ott inflotiooary purchaoint power. For 
this purpose, DO tax 110uld be .ore etroctivo than the general 
oaloe tax, the nry logic ot which 0881118 to bo gaining fresh 
oupport for it in Congreao. 

10/7/43 - SVEHlNO BULIEriN, Philo. - Sont1ment tor a ooloo t ax arises 
from ita "lorgol.J' vol untary character. It an individual 
reduces his buying ho can avoid by so much the payment of 
the tax, 

10/?/ 43 - BUU,ETIN. Providence - An estimat e that a tan per cent 
gener al aale s l "'Y 110uld yield six billions annually hao 
been submitted to Congress. 
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SALES TAX 

EDITORIAlS - FaYOrable 

10/7/43 - M!A)!I HERALD - The ealea tax 1.1 fair, It requirea no c<>stly 
mach1nory to collect. It ..,uld provide :. otoac~T flow ot 
revenue to the Treuury and 1n all Ukel1hood would make a 
Bre&ter return than the proposed income tax bend increases. 

10/7/43 - THE ATLANTA OONSTI'!UTION - A Federal ealee tax, for the 
duret1on of the tax emergency brouaht on by the war, now 
eeema the moot practical and eonsiblo plan. 

l fJ/7/43 - SAN A.'iTONIO EXPRESS - The Taber Pl~on0011 plua a sales 
tax !ir&t would lighten the load and then distribute it 
over the broadest bue poeoible. Both affects ..,uld be 
aalut.ary, indeed. 

10/8/ 4) - TIIoiES-msPU'CR. Rieho:ond - The Tl.mea-Diapatch i:'aslo.,ght the 
sales tax consistently in the paet , tor in the depression 
years it was an aid to dofl:.t ion , and it placed a dis­
proportionate burden upon the poor. But t his 1e not a tia:e 
of depreedon. 

10/8/43 - WASil. fOOT - There is no alternative, it aeoN to us , but to 
put a brake on this SJ'endin~ and mop up the dW~geroua money 
by means or a general sales tax. 

10/8/ 4) - HERALD TRISIJNE - The CbaJiber of C-ree ot t he State of 
N.,. Ior1c yeeterday urged the Federal government to adopt 
a general retail sales tax as a meane of raiaing rev80.1es and 
cocboting inflation. 

10/8/4) - Sl'RACUSE HERALD JOORilAL - The aaneible t bini tor Congress to 
do ..,uld be to kill tbe proposala eulal.tted bY the Treasury 
on behalf ot the Adil1niatration, and adopt a national soles 
tax, 

10/9/4J - N. Y. DAILY NEWS .:. A general aaJ.ea tax ..,uld slow down sou of 
the warpla nt ..,rkers• buYing which ia auch an inflationary 
infl~WDce; but, u alwsye, the Adlliniatration 1e dead aet 
against \bat. (TIMES I!ERALD) 

10/9/43 - 1\PJ.!I'HIS CQ1JIERCIAL APPEAL - The aalu tax 1a direct and it 
is sure. It 1a reasonable easy to collect, and the amunt or 
it 1a in direct ratio to the 1110ney apent by the individual. 
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SALES TAX 

EDITORIALS - J'a'I'Oroble 

10/10/4) - PHILA. INWIRER - No tax is painluo, but the aalea tax 111 
the least burdensome of all, and !or three good reasons . 

10/ll/43 - !'i2:[ - l!r. Robertson said a 10\C Federal retail sales t.ax 
would yield $6 billion and permit present income tax exemptions 
t o be raioed instead of lowered, thus aimpli!ying the entire 
tax structure. 

10/11/43 - l!llRALD TRIRUNE - From a practical standpoint, such a t.ax 
110aaure coupled with an increased drive to pl4ce war bonds in 
the hands o! those 11ith ~reated excess incoaos, wculd be 
at leaat aa anti- innationary end !ar leas disrupthe 
econolllicill;r than the seelllingl;r 100r1 &abit iouo progr u o! 
l.!r. Uorgentbau. 

10/ll/43 - !!l! - It aeem clear, therefore, thot the bulle or the new 
taxes lliSt come from 1.bose earn1ng w>der ~5,000 and that they 
are in a position to pe;r t hem. The •oat ortectivo way of 
reaching these icco...,s would be t hrough a general sales t.ax. 

10/12/4) - Nl'T - The present unbalance can be in part. corrected only 
bY"• generel sales tax. 

10/12/43 - COW.E~IAL APPEAL, Nemphis - A aaleo tax is a good reoody 
for innation because it taxes spending. 

10/12/43 - PKILA; BULLETIN - A sales tax would put • needed brake on 
spending by thiS considerable part of our population. 

10/12/43 - BALTU.ORE SUN - liT. Robertson now eaye that a retail .Ues 
tax ta the aetbod b;r 'llbich exceao purchaoing po.,.r 1c the 
lower brackets can beat be drainod out or the restricted 
111rkat !or conawoers ' goods. 

10/12/43 - ~Rl!RALD, Omha - ll'e are t.rJing to dry up the huge 
pool or spendable 1110ney ..,icb has gathered in the lsnd­
'llhich certainly the sales tax 11>uld help to do. 

10/12/4) - ~Tn•oRE SUN _ sentiment favorable t o a ulea tox bu been 
eard from members since the hearing on tho Treasury' • new 

revenue bUl began . 

10/13/43 - BALTiliORE SUI! - Tho principal argument tor • goneral retaU 
sales t ax now, the organizatioo spokesman AOserted, is that 
it is •definitel y denationory, " and """uld spread the 
burden o! any new revenue fairly throul')lout the population 
o! the country. • 
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SALES TAl 

SI>!rORI.US - Favorable 

10/14/43 - WASH. POST - Ecl1mrd !!;ran - One member predicted the coml.ttee 
110\lld approve a sales levy bator<~ asreeing to the Treaaury•a 
progr&JI ot increased income ratee. 

10/14/43 - HERALD TRIJYNE - John Hanna - The aalea t ax 1a the best 
method t o reach the nuah spender• of war profi ta. It bears 
upon t hose who s pend in proportion to their spending. 

10/14/43 -~· - llardly aey other tax follows so closely the p:-1nciple 
or te.x1ng according to ability to pq. It leaves the taxpayer 
aome power to adjust his tex bill to his .....,na. It taxes most 
those who spend ""'-•t, who sro nocassarily those who have JOOst 
to epend. 

10/14/43 - w.st. J . - If all retail sales are taxed the rate con be ao 
l ow as to innict n~ excesaive hardship upon aeyone and 
sti l l yield a substantial amount of revonuo. 

10/lS/ 43 - ~ - As a matter of !act, tho elimination of the Victory Tax 
will modi ty the iJ:lpact of a general sales tax upon many 1n the 
lower incomea group by furnishing a partial offset to the 
payment• thdy ,.,uld have to make, 

10/15/43 - SALTillORE SUN - We sust roach t he untoxed purchaaing poTOr 
• and tho sales tax is tho best way to do so . 

10/lS/43 - - A 10 per cent sales tax 'IIOUld rai•e about 
OOCJ,CIOO, <XJO-- tJile ficura 'louse and Sanate tax leaders 

consider a satisfactory goal it l'odoral oconosiea can be 
achieved . 

10/17/43 - !IYT - Let U8 all 110rk for tho epeedy an&Ctoll'lt or 8 pro2r88sivo 
iiloa tax. As a producer o! revenus, it wlll tax new sources 
which to date have unjustly escaped direct tox•tion. Nine rut 
o r every ten peoole with whom I have di SOW!Sed the sales tax 
favor its adopti~n. It is high time that t ho general public 
makes known i ta wishes to Congroso . 

10/18/43 - J, or C. _ President Philip l!urra,y or th~ Congrese or 
IndW!trial Organization has served an llltimat111 on the 
House WQ"B and Ileana COIOillittoe to the o!!ect that enactment 
~f a ~eral sales tax would brine deiOIDda for c011penaatory 
,.... increuea, 1n defi.once or tho econosic atabUbation 
Rro«T• Un!QrtiJ>&tely• ba io VOr:f badly advised in t.be 
ro riillll.il.iOD or his sta.no on the ! ucal prccraa. 
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S.\Lli.S TAX 

'lli'l'O~IALS - Favorable 

10/l~/ 43 - BALTDIOI\8 SUN - And yet Mr • Philip Uurra,y, the head of the 
cro, 88,)'8 the unions, >hose mcmb«ra are ueuall,y paid better 
then the average, wUl not r:tand tor a ealea tax, 

10/1'1/43- l!§l - J , Cheever Cowdin, spokoemon for IIAI.!, urged Congress 
to reject :Ul proposals for new toxee, but added th•t if the 
legislato rs deci de more r evenue io ..,eoential, then 
a national retail sales tax ohould be imposed. 

10/1"1/43 - lii! - (President l!Dosevelt) "All tlu'o\18h the yearo of the 
depr-ession I opposed general exciae and a.ale.s taxes, however, 
"" m y be coJOpelled to ,..consider the t a:porary necessity o! 
such aeasures . • 
It 1a now t wenty-one l!IOnt~.a later. Has not t he t!Jte coce, 1! 
ever, to l""!consider the temportlry necessity or auch measures? 

10/l'l/43 - l!f.l!ALD , lfiami - The national oaleo tax 1o t he eenoiblo 
approach to set ting up any new r evenue source. 

10/19/43 - POsr-DISPATCH, s t . Louis - It Congroas does think more 
revenue ie needed, there is one mighty good way to get it . 
Hol!? Yes, it's the national retaU aales tax. 

10/21/43 - m - I am among the growing nWIIber to favor a retail 
Hrea tax, believing that the illpoat obould logically fall 
\lpon consUIIption and spendin&, r ather tlw1 llpon savings 
aDd thri!t. 

10/22/43 - !!1! - Tho argment that a ealeo tax ..,uld be •inflati onary" 
doea not deserve serious di.acu.asion. It. ia, in fact, 
perhaps the greatest single weapon ,.....ining to ua to curb 
infiatioo. 
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SAlZS T.U 

W/5/43 - PI ONEER P!I.ESS, St. Paul - Fun.la11ontal to the Treasury•o plan 
and evidently one o! the controlling 110U ves behind it, 1a its 
wall kno'On wish to avoid a oales tax, And all this 1s done to 
get aw8<f fra!l a sales tax on sooial grounds, t he validity of 
which during wartimes i s quostionabl o t o sey the l ea.st, 

W/5/!.J - l:."Vrl!INO NElS, Buffalo - Thoro is ~>ore than a suspicion that 
the Treasury, in proposing to ~>ultiply the so-callad luxury 
tax rates, is trying to •get out trom under• the political 
consequences of a general sales t..a.x. 

W/S/'.3 -

10/S/4J -

l0/6/4.J -

10/6/4J -

10/8/43 -

10/9/43 -

10/10/43-

THE ~DIG!'.J.!! !IE'IIS - The ad::dnbtraUon still is st.an:ling 
out against pro;>osing " c-ral salea tax, o.lthough the 
excise t axes on •luxury iteas• are epecial sales t.w.s. 

DE!'ROIT NEilS - No mention is 111ad0 or the sonor al retail 
sales tax as an available substitute tor tho enomous 
addition to incane iaxation . 

COURANT , Hartford- Under a progressive sales tax those 
persona wishing to buy luxuries would p~ more than those 
confining their purcha.ses tc essential c~•od1t1es, 

INDUN.IJ'OLIS STAR - It is signi ficant that the Treasury 
Department and the AdQiniatration have consistently opposed 
the s o.les tax which h4S been urged b)' ClanY in Congross and 
out as the aost eftecUve and easily adliinisterod t:tethad or 
roaching those 1lho have aoney tc spend and aro apen.ting it. 

CLA!UOII- UD<lll!, Jacksm, llias. - llr. Taber, bownver, also 
endorso.s a ten per cent Federal sales tax to rai:Je new revenue 
and becau.ae it • 110uld have a greater etreet than &l\Y other 
moans ot curbing i.ntlation.• That will be fer 1••• popular 
than his proposal that government expenditure be raducad. 

INDIAII.IJ'OLIS STAR - The !actor that seams tc hava controlled 
in the fight against a Federal sales tax is that i~ would be 
paid by all the people • • 

BUTTS STA!IDARD - Prelim1nary congreaaional sparring revoaled 
acme opposition because a federal sales tax- which chieflY 
a!!ecta lo.,....inccme groups - bad not been rec"""'ended, 

•• 
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S.lL!lS TAX 

&JITORIJ.IS - unfavorable 

J.V/7/4J - NEW YORK FOOT - A sales tax ia o davico tor ~:laking tha poor 
pay a disproportionate pert or their incomes in taxes as 
coopered with higher income groupe. 

10/8/ 4J - CHICAGO SUN - They prefer to canplain about "staj:gerin&" 
incomo taxes and to exploit the wartime emergency to saddle 
the n&ticn 1d. th a saloa tax. 

2~8 

JJJ/9/43 - EL PASO TDIES - The Mministration is aolldl;{ oppoa&J to 
the sales tax. and Econaaic StAbilluUon Director Pred 11 . • • 
Vinsllll, advised the HOU3 e 'll'ays and Ileana Ca:a.lttee Tbursda.r 
that Sllch sales tax 0 '110\lld break the OoYermeot• s • hol:! th<> 
line• h<loa- tront pclicy and open the """ for 'ld.ld in!'laticn . • 

JJJ/9/4.) - SCRANTcti TRI3UIIE - The Ad:liniatraticn isn• t enthusiastic 
about a &eneral excise and sales t.u, in fact the President 
last rear pointed out i n his budget meseage t hat throuehout 
tho depression he opposed any ouch measure . 

l J /W/ 4) - COURIER-EXPRBSS. Buffalo - The Administration """ onl;{ in 
opposing a general sales tax. 

10/JJJ/43 - T!lll SUN. Baltin1ore - The Treuuey ia fervid in opposition to 
open eales taxes on the worl<ero who are to be paid $127,000,­
ooo, GOO in 1944, but the Treaouey io ablo to recanend snage 
hi.ddcn sales taxes on the so sae workers . 

JJJ/ll/4.) - 1!II- Some Coogressa!ID reviYed tbo d.and for a Federal sales 
tt.x. This idea the .&d:sinistratico has conaistent l)' opposed on 
tha ground that taxing necessities '110\lld lle&n a disproporticnate 
burden tor people with low incomes. 

10/16/4) - CHICAGO SUN - Philip l!urray o! tho C. I . O. has given notice 
that general wage increaaes 'ld.ll bo d......n<led 1C a soles tax 1s 
imposed. 

10/21/43 - THE SUN. Baltimore -The atatooont iaeued b)' Representative 
llnutson resterday makes it appear that the !louse minoritl' 1s 
not onl)' opposed to the Treasury procram but to tm11 substitute 
program calling for t.u inoreaaos, including sales taxes. 
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MEio!OPAtiDUJl FOR THE SECRETARY. 

November 12, 1943 . 

!.!ail Report 

This week' s light fan mail was counterbalanced 
by an unusually heavy official mail , much of it re­
lating to bankruptcy and reorganization proceedings . 
There were therefore very few quotable letters . 

ior the fourth week, interest in tax ~tters re­
cained low. Only a dozen correspondents expressed 
opposition to the Treasury's new tax measures, or to 
higher rates in general. A few pointed out sources 
of additional taxes, particularly stressing the profits 
of bowling alleys , beauty parlors, and barber shops. 
n nurrher of letters and wires from church affiliates 
sol icited support of the Coneressional Bill providing 
that gifts to churches and chari ty be deductible before 
the wi thholdln& tax is levied. 

Except for occasional amusing or pathetic human 
interest storie s revealed through some of the inquiries , 
Bond mall definitely lacked interest. Questions about 
procedures and suggestions for new types of Bonds or 
gromotlonal techniques were just what they have been 
.or a number of weeks . There are now no new angles to 
the complaints from War Department rersonnel . The 
latter were low again this week, wh le reports of in­
terest not received dropped from 30 to 23 , Bonds sub· 

·mitted to the Secretary for r edemption totaled 92, with 
no community particularly represented . 

Two or three comments about the recent trip abroad , 
several communications in regard to the census of Foreign­
owned property 5 detailed and well prepared protests 
against the Saiary Stabilization Amendment, and a number 
of inquiries from school children about the work of the 
Treasury Department made up ~he miscellaneous mai l . 

, 
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General Comments 

Senator W. Warren Bar boiU' t ransmits the following 
letter he has received from F. C. Jones , President of 
The Okonite Company, Passaic, N. J.: Attached to my 
letter you will find copy of Treasury Department letter 
to The Russ Building Company in San Francisco . * * * 
My company has its San Francisco office in the Russ 
Building , where we have been for many years. The bulk 
of our business on the Pacific Coast, wh ich necessitates 
this office today, is llavy and l.!ari time Commission 
tusiness with the yards up and down the Pacific Coast, 
tocetber with considerable business wi th the airplane 
companies on tte Pacific Coast . You can realize ~ow 
essential our products are, either directl7 or indirectly 
to the war, when I tell you every pound of copper we 
use is allocated to us by the War Product ion Board. 
It looks to us from this letter that we would probably 
be dispossessed from the Russ Building, and not only we, 
but a ~;ood many other companies •11ho are engaged in criti ­
cal war work may also be dispossessed . ***There is 
ample office space in other downtown buildings in San 
Francisco, at much lower rentals than the Russ Building 
rentals, to take care of the Treasury Department; but 
apparently, as is evidenced by everything our present 
Administration does , any s~ving of money is to be ignored, 
and the desire of some Treasury Department bureaucrat 
to be in the Russ Buildin& is of paramount importance, 
I object seriously to this whole- handed, wasteful propo­
sition, and am requesting that you look into this and 
see what can be done to stop it . 

Rose of Uy Heart, N.Y.C. PEACE I thank Father to give 
to our country two more Bonds~ making $425.so far at 
maturity to be paid to our U.:..A. This , w1th other 
goodly sums, pays for the fraudulent business carried 
out years ago in the Southlands. Yours in Bonds of 
Peace for the whole world -- under our documents, living 
t hem not pretending to do so. P.S. Please send receipt 
fo r $75 in Bonds to Rev. ll. J. Divine, PbilBdelphi~, Pe . 
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Favorable Comments on Bonds 

H. R. Hollenbeck, For the Executive Committee, 
National American Balloon Corps Veterans Association, 
BD.ttle Creek, Mich . This l etter is not ~Vr i tten in 
the spirit of braggadocio but merely as a statement 
of what a small group can do as an organization to 
help the War effort . * * * During our reunion at Oneha, 
Nebraska, Septenber 21, 22 and 23, our organization 
purchased a $1,000 War Bond. * * * The purchased Bond 
not only emptied our treasury, but actually createc a 
deficit of nearly $50. It was our second Bond in less 
than n year. with an annual dues income of less than 
$1, 000, this action mi~ht appear to be foolhardy fro~ 
a strict business stanapoint, but we are confident 
tha t our members will come through and provide us with 
operating f unds f or the coming year . Knowing our 
members as we do , we aiso ~redlct that our organization 
will be on the "Bond Wagon again before the year is 
out . " "" 
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Unfavorabl e Co~~ents on Bonde 

J. Francis Pot ter , Real Estate - Insurance, Los Angeles , 
California. * * * Frankly, many of us are beginning to 
\'lorry about the futur e value of all United St11tes War 
Bonds . VIe see the Government squander ing billions of 
dollars in the War effort, apparently without any 
thoucht of reparnent . We are not unmindful of the 
fact that the 4. United States Liberties of 1947 i ssued 
during World War I , sold at below 90 within a few years 
after the War. It would appear tha t unless the United 
Stat es Government immediately enact ed a ritiid policy 
of econo~ in Governmental expenditures, that these 
present Bonds , bearing approximately 2~% i nterest , can­
not possibly be worth par after 1iorld War II. * * " 

Mrs . Mary Chelle , R. D. #2, Camp Meeting Road , Sewi ckley, 
Pa. ley husband left me with a six weeks ' old baby, and 
my two Bonds di sappeared at the same time . I have 
given him n chance to re turn these Bonds, but no such 
l uck. How will I go about locating the Bonds and him, 
too? * <> * 

!Lary B. Thom s , Taunton, Mass . For the period July 1, 
1942, to November 15, 1942, the amount of $180.00 was 
deducted from my pay under the Class "A" pay reserva­
tion plan while an employee with the United States 
Engineers at Camp Miles Standish, Uass . o o o To date 
I have neither r eceived Bonds nor refund for the amount 
deducted . * * *After contac t ing various War Bond 
officers i ncluding the U. S. Engineers Office in 
Providence, R. I ., and the War Bond Division in C~icago , 
Il l ., and not havi ng r eceived a coherent explanat 1on, 
I have decided to write to you since you are t he 
Secretary of the Treasury, and the one per son who can 
straighten things out for me . I would like to conti~ue 
buyi ng War Bonds to do my share in the winning of th1s 
horr iole war, but how can I do so when the Bonds paid 
for a year ago haven' t been recei ved? • " • 
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Favorable Comments on Taxation 

Copy of letter addressed to Hon. Robert L. Doughton, 
House of Representatives, by P. W. Hutson, Pittsburgh, 
Pa. I write to express my long pent-up feelings of 
dismay -- yes , despair - - at the deplorable weakness 
o~ the Congress in meeting the numerous crucial issues 
which face the country. How could anything be more 
apparent than the necessity of taking more of our 
excess money by taxation in order to cut down t he in­
fl~tionary danger? The figures of excess income have 
been given to us over and over again . Yet you and 
~our Committee crin~e before your obvious duty for all 
the world like a ch1ld with an aching tooth who can't 
bear to go to the dentist. You whimpered, Mr. Doughton, 
~bout how you could fac e your constituents back home if 
you recommended the Treasury tax program. Now, I haven 't 
had time to evaluate the various elements of Mr . Morgen­
thau•s plan, but I do know that the refusal of you and 
your Commi t tee to recommend substantially increased 
taxation is nothing short of criminal. You are willing 
to sell tbe country down the river in fear of next 
year's elect ion, no t realizing that the country is way 
ahead of you and believes in the necessity for higher 
taxes . " * * 
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Unfavorable Comments on Taxation 

Miss Helen Attwell Miller, Newark, N. J. Will you 
pleaoe do whatever is in your power to render me some 
assistance in a financial matter? In September 1943 
one of the clerks in the Internal Revenue Bureau com­
puted my i ncome tax for me . His deductions wore 
grossly wrong. He computed my September tax as $87.95. 
lfter I peid the tax, I learned of the mistake he had 
made . The Chief Clerk fi~ured my tax and said I should 
have paid absolutely noth~ng . I applied for a refund 
but to date have received none . I woula like very much 
to have the refund because I borrowed the money from a 
loan company and am paying a high interest rate on it . 
Will you please assist me in getting the refund? * * * 

M. A. Pollak , Vice President, Draper and Kramer (Real 
Estate W~nagement and ~ales) , Chicago, Ill. The taxing 
policy of the Internal Revenue Department in connection 
with reorganized real estate bond issues is proving to 
be manifestly unfair to thousands and thousands of 
people who have actually suffered tremendous losses 
because of having invested in real estate bonds . The 
Administration has done many things to help the home­
owner and small investor by the creation of the Home­
Owners• Loan Coroo~ation and the Federal Security & 
Exchange Commisslon, while, at t he same time , the Bureau 
of Internal Revenue has so interpreted the law as to tax 
unfairly the same type of individuals who, during the 
1920's , put their llte sevings into real estate ~onds . 
Almost w1thout exceotion these real estate bond 1ssues 
were foreclosed and the title to the proierty vested 
in corporations' or trusts . ·., * * The earn ngs were such 
over the years that the dividends received by these 
for mer bondholders have been negligible . Many ?f the 
properties are now being sold at prices which w1ll pay 
the former bondholders anywhere f rom 40 to 70 cents o~ 
t he dollar on their original investment. The sale pr1ce, 
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naturally, is in excess of the value at the time t he 
property was foreclosed. * * * The ruling of the Internal 
Revenue Bureau is that these former bondnolders , while 
actually having a substantial loss on their ori~inal in­
ves tment, in addition to havi ng practical ly no 1nterest 
over a ten-year period, must now pay a tax on the dif­
fe rence between the value of the building at the time 
of reorganization and the sales price today. I t i s 
true that had these bondholder s known at that time, they 
could have taken a loss; however, not one in a thousand 
knew that he was entitled to such a loss and it is 
questionable whether lawyers would have so advised the 
bondholders at that time, because no one then antici­
pated that the tax law would be so construed . You ao 
not creat e good citizens by forcing people to pay a 
profi t tax when they are actually sustaining a loss, 
and unless something is done to change this, we can 
expect tha t tllere will be thousands of otherwise honest 
people who will endeavor to find some way of beating 
the tax l aws . * * * 

Frederick ilaite, Orange, N. J. * * "We all are willing 
to pay taxes and buy Bonds, but we are not feeling 
happy about the way we are being wiped out by reckless 
Governmental spending. We all want to win the wer, and 
we will win the war, but we will win it by the l ong 
steady pull, and not by this constantlY changin~ pece 
o~ taxes . * " ,. Let me say that the attitude tha t 
Congress took recently on your multi- billion dolls: 
tax bill i s just a sample of what we t he people think . 
Congress knows that sometime they will have lo go ho~e 
to live with us , and they want to live in peace with us . 
They will have no peace at home if they pass any such 
tax bill as that . 
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ALLIED FORCE HEAOOUARTERS 
Office of tht Commt ndtl'·in·Ch••f 

O.ar Mr. Secre t ary a 

1 ha•• juat re~1 Ted your aote exprtti1Jll your t eello.& 
ot utl otaotlon with tho opportullltloo you woro o.tfor<IK 
tor l ooki C& around whllo In thlo thoo.tar. .&. l aoO\lr K 
rou • bile Mre. 7ou ••r• a .oat weloo:M rlait.or &nr:l I ua 
dollp~d that the &rr&D&IMDtO JWio IUltK )'Oilr OOD· 

Ylrdi DCt • 

.lt tho tl• nt your departure I wu otlll aboont troa 
s. .. lloo.dCj\lartora but lurrlod throup onoral orrlllllo 
I had In an otfort to &•t baok bator• you lott . They 
t oll ao I aioood you by only a raw houra. I obould very 
RlOh haft llkK a oho.t with you to lMrn your por oonal 
laprteeiona ot the thinga you • •• · In any t Tent, it wae 
11loa to have had one good t alk wl th you • 

WIth beat whho.o , 

Very e l.aotrtl)' , 

The Bon. llenry llorgecthau , Jr ., 
Tho S.oretuy ot tho Treaoury, 
Waohlnston, D.c. 
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HEADOUARTERS FIFTH ARMV 

Office of the Commond1no G.netol 

A. P. O. 1461. 

Hon . Henry '11. L'orgenthAu, Jr. 
Seoretary of the Treasury 
Waeh1neton, D. C. 

DeAr ~!r. llorgenthAu: 

November 12, 194J 

Your letter of llovea:ber 6th reached oe yeeterd&y, 
tho 11th. It certainly """" in faet tiM. I wae de­
lighted to hear rr.,. you and t o rooaive tho clippings. 
I doopl)< appNoiate tha nioa thine• you have said with 
regard to our oonduct of the war in Itel)<, and I appre­
ciate :your pessing the• on to tho Proeidont, Socratery 
Stl.aeon and Qenerel llarshall. 

I wrote you on November 4th, telling you of tho 
ehipment or eix tanks for your war bond effort. I 
hope they roach you, for they should stimulAte 1nte• 
rest in tho Stetea. We Jcnocl<od them out on tho Salerno 
beachoe. 

Tho olippinc• £'rca tho !\'Ell YORX TillES are 1110st in· 
teroat1ng and tlo.ttering. It bolpa ue to go on when we 
know the people at booe are aatiotiod wi t h our efforts. 

11ARK w. CLARK 
Lieutenant General, USA, 

c.,.,.,.nd1nc. 
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IOYaabar 12, 1~48 

Dear Paula 

I thought you would Uke to lm011 
that the IIOYlng ploturea you wra ltllld 
eno~~&h to tab han tUI'Dad out Yfl7 nll, 
I haYa not torgottan ~ praalaa, and I 
will gin you a oop7 when JOU gat buk 
hou. 

I want to taka thla opportunlt7 to 
thank JOU for the aJoallant oara wbiob 
rou took of • while JOU nro utlnc b. 
the oapaolt7 of Aida . I bad the plaaaura 
of talking to JOur 110tber and letting 
bar know that I found JOU wall and baart7, 

With killd ragarda, 

Toura ainoaralJ, 
(llpei) B. ~tiM,~~. 

Captain Paul S. Warburg, o-886efi, 
CiYillan Attaira Saotioa, 
Poroa laadquartara, 
.uoo fila 
o/o Poab.uter 
1 .. Torlt, lew fork. 
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TREASURY DEPARTM ENT 
INTER OFFICE COMMU NICATION 

O AT& 

::ovet:berl2 , 191tc 3 
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.. 
THE FOREIG N SERVICE 

OF TH 
UNITED E STATES OF AMERICA 

Henry 1• / .orconth ., nu . --( /t.A-tt ~ ' 

\•8Sft C sees lett a t • 
Onl'\ll6te vene ..- .. he ncertcvn 

r ... l Je • rt.Sblcr.. ) 
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.JOHN CLI ,.,.O RO ,.OLOE.A 
730 ,.trTC.EHT" eTIItE C:"T 

WAS"INOTC)H,O.C. 

Nove~ber 12, 1943 

Dear Yr. Secretary: 

Thank you very much indeed 
for your thoughtful and generous l etter or 
November 6th commenting on QY election to 
the Presidency of the Investment Bankers 
Associ ation of America. 

I was very much impressed 
with your talk at our meeting last June. It 
has been my earnest belief that invesUnent 
bankers should support the Treasury in every 
way possible . 

Uy predecessor, Jay Whipple , 
has agreed to serve as Chairman of the National 
War Finance Committee, the purpose or which 
will be to cooperate with your Depart ment and 
a id the Treasury in its war effort. Uy office 
is right across the street and I am desirous of 
helping out in every way possible. 

With assurance of 1111 high 
••teem, I am 

Hon. Henry Morgenthau, Jr. 
Secretary of the TreasurY 
Washington, D. c . 

Sincerely yours , 
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RoYeaber 12, 1S43. 

Dear Herbert 1 

AI TOU alght gue••· illnor and I were 801t 
d"Pl¥ pleuec! to read thh aornin& that 70u bad 
b .. n eleohc! Dlreotor General ot the Unlhc! Ratlon1 
Rel ler and Rebabllitatlon Ac!ainittratlon. 

It i a bard to think or &n3 &reater opportunltT 
to work tor the general gooc! ot husanltT than tble 
place ottera 70u and we know that TOU will be aore 
than equal to it. 

We are bapp7 OYer the appolntaent but are sure 
we'll haYe greater oooatlon to be h•PPT oYer the 
reoord you llill 11alct in doing the job tuperlatlnl;y 
wen. 

Slnoerel;y, 

(Slpe4) BonrT 

Bononble Herbert Lehllan 
Dlreetor Gentnl 
Unitt4 Ratloaa ltllet anc! Rthabilltatlon Adalnlttratlon 
••hlnctoa, D. c. 
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N"vcnber· 12 , 1\143 

Deor Hrrbcrt : 

E 1 iMr enc I vrere si:::.ply ne Hbhteo. to rend 
::. • t.l3 r:ornint; ' s re.rer tr,el ;:at. l.ave bee!l '~roin"ed 
r.:r fe tor General of t!:e t:::itec! !lations Rto:ic!' and 
:eh.:'!tntion Ai!::::~.ist:-ation . ~:ear~ • :.~~cient 
"he.• ,·ou &rt> t!:c bt>st pe;"scn i'or "he ;cb, .. ::a ' hat 
L. the dif~icuE r~r i ot! :'Jll~"'i:lL Ot t .• ;.r:~'.s"ice , -nith 
:;;il' !~:.3 '!' l'tOr~e .... :thout hn::tJ '>r suf!'icicr.t food 

r clothins, 'you, of all persons , wil l ~ee l~ot 
eve~~·thlnb is con~ to bring then re1 ic!' sr.d succor . 

Sincerely :rourn ~ 

!'J ... ~e.ble Eerte~t L~:c... .. , 
.. • t r .: ·~.:11:-!l: , 
l:ni ted !:u t: ln~ ?.e:i~: a.r:a ~f''.1_.:,:::t.e:.!."':. Ad::!:1 . , 
7.'ash i:.bt\>n , D.C. 
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UNIT EO NATIONS REliEF ANO REHABILITATION AONINISTRATION 

Dear Heney: 

Atlantic CitT, New Jera07 
November 14, 1943 

llaiiJ' thanks to )'011 and l!ll.Dor for TQur note 
of co~>gratulationo which I .. cb appreciate. 

I think wo are ott to a sood start here. 
The feeling &eeas to be a tr1tndl7 .. nd cordiel 
one and the delegates, I t hiDk, are taking a 
realistic aDd practical point or view of what 
we hope to accompl1eh. 

!11th affectionate greetings t o yo\1 and 
Elinor, I am 

The HoDOrsble 
The Secretary ot tho Treaoury, 

Washington, D. C. 
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llovember 12 , 1943 

Copies to ltr . :lullivan 
L!r. Yo Connell 

(Mrs. Klotz notif ied Mr. Byrnes' ot'flce 
that ~!r . Sullivan r.ould attend the 
meeting) 

I 
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Jamss f' Ryrnta 
ol reetor 

OFFICE OF WJUt MOBD.IZJlTION 
WASHINGlOH DC 

November 11, 194). 

III!IIOIWIDUII FOR THE S.Fl:Rl:l'AI!r OF 'niE 1'REASURI 
S.Fl:RETAIII OP WAR 
S.Fl:BEVJ!I OF NAVY 
S.Fl:Rl:l'AI!r OF COIIliERCE 
Ti!E ATTORN.EY GFJUliW. 
FOREIQi ECOOOiaC AIUIJ<ISTRA TOR 

I 0111 enclosing a m...,ranclwD or the Attom07 General 
to which ia attached a memoranclwD o! Aeeietant Attorney General 
Borge raising a number of very eorioua pointe with respect to 
tho a<binietration ot tho renegotiation etatut •. 

I ehould appreciate it it you would study tho criticimo 
ot tho existing practice of administering tho renegotiation atatuto 
..t>ich have been made by tho Attorn07 General and moot with me in DIY 
ottice naxt Wednes~, November 17, 1943, at 2:30 P.ll. to consider 
.mat action it an:t ohould be taken in view or the poeition taken 
by tho Attomq General . 

~~ u · Di.rector. 
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OPPICI OF !Ill AftOBNJ:r Cll!lftU 

WuiW\ctOn, D. C. 

11....-.r s. l91.3. 

M!"!DAMIDL lOR MR· '!'B' 

I .. attacbing a -re.zda prepo.recl bT bebtant. 4ttorM7 

General S.rg. that. ....u .. a a.ber ot pointe witb rMpect to 

Ute adlldn1otrat.1oa ot Ute rcegot.1at.1oa otatut.e. It occurred. 

to M that )'011 would be inter..t.cl in tbil ancl tbat )'011 llil!l>t. 

neb to si.Y• Ute agmc1ee 11h1cb are Nl\lgGti&tin& contr&ct.e an 

opportunit7 to et.u~ tbe or1t1c1_. ude in tho IUIIIOre.nclull. 

I •sd/ Prenai• Bicldl.l 
4ttorM7 Goaeral 
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October 4, 1943 

lllllliWIDOII POll 'IHB AT!OI!NJ:C r.!I!Q!I!AI. 

Since your memorandulll to the Preeident ot Jul,y 15, 1943 oa the 
oubject ot the then propoeed renegotietion ot the allllllii\WII purchaoe 
eontracte with the llllll1.nua ~ ot C&nada, Ltd., ,. have been 
poavel7 concemed to dioeonr that tbe lliointerpret.etion ot the re­
negotieticm etetute <kecribed 1n that _....,.._ and certein otber 

adeinterpretatioo• thereof, are h&Yin& the ettect ot e:x.optin& trar. 
renegotiaticn a eubetantial portion ot the uce .. ive protite 'tlbich 
ohould be renegotieted. 

'!'be aalitllt portione or the reMgOtiatiCI'I statute are ao tol.lDwal 

Sectioa ( c)(l) d1reot.1ng tbe MCretary ot a cleparWtllt 
to require ...-gotiatioo ot the coatrect price 11henever iD 
hie opinioa •the protite reellled or lill:el7 to be realized 
troa IU\1 coatrect • • • or tr<n IU\1 eubcontract thereunder 
lCbetber or not Mde b7 the eub-contractor, ~ be exceoeive;• 
Section (c)(6) IUid.ns tbio ~t applicable •to all 
CCI'Itracto end eubcontract.o bereetter - end ••• heretofore 
MdeW anlaeo (a ) t1nal pa,..,t therew>der •• ade prior to 
the -- ot the etetute, or (b) the CCI'Itract itoalt or 
certain other aectioae ot the act apaciticall,r a-pt th• 
or li" tbe ap~~eieo autboritT to do eo, or (c) the alll"gate 
&alee tbe........Wr do not exceed $100,000. Tho -tiono re­
ferred to 1n Section (c)(6) are the only tiUIIIj)tione to be 

!auncl in tbe act. 

Saotioo (1)(5) cMtinee oub-coatract to _,, 

AnT pw &c•• order or agr• wmt to pertona all 
or &Ill' part ot tbe 110ri<, or to make or turniob 
IU\1 article, required tor the performance or &n1 
other ooatraot or nbcoatract • • • 'l'be tena 
1artiole1 iDoludee IU\1 -terial, part, uaabJ.Tj 
Mob1niOJ7, lqllipoct, or other peroaoal pi'Opll't1· 

Sectioa (i)(l)(ii) prorlcloN: 

( i )(l) 'l'be prorlaioao ot tbia oeotiCI'I 1lhall not appl.r to -

• * * * • * 
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(11) AnT contract or oubcontract for tile prodnct 
of a aine, oU or gu W.U, or other lliner&l or natural 
dapowit, or tiolller, 'Oilicll hu llDt. be4n procNaad, ....., 
tined, or traa.tad beJood til• liret fora or etete auit.­
able tor inctu.tri&l uee; and the Sacretariaa are author­
bad by joint regul&tiCD, to dalino, interpret, and 
applJ this ~ticc. 

The ld .. ppli<>atioca of tbaaa provieiona which eaom to be operating 
moat oeriooal7 to the detriMot ot tba United Stataa are !01111d in tbe 
Joint St,at t, pf t.ht Jar, Mtyy tpd TrM.maa P.•)::t=eta and tbo MAdt'M 
C!!IJiini!l! or ll&rcll 31, 1943, u -.dad, illtarp...ting the R-soti&tion 
Act. Thaae lli .. p(lli<>atione are (1) tba olaeaitioation u CIIOiptad product• 
Wider Section (i}{1)(11) or a long liet or cOIIIIII>ditiu 'Oilicn nan clearl7 
bMn traa.ted beJood tbe first folll or eteta auiteble tor indlletriel .ae, 
(2) appre.ieal of the pro<ilcte eo cl& .. itiad at their ,..Yet price rather 
than their act\1&1. coat whCI ....,.aoti&ting contraota tor c...-litieo pro­
dt.lced out of th- liT the ._ concam 'Oilicll producN the GJapted prodnct, 
(3) ~cc under Section (a)(5) ot eubccatracta for the turniahi.ng ot 
per....W. propert7 'Oilicll ia to be incorporated in the real utata ot a 
priJu cootractor &DI1 ot eubcoatracta tor tba pertonoanca ot W>ri< en oucll 
rnl ••tate, (4) .....,tion un.der Section (a)(5) of wbcontracte tor the 
t'unlielling of peroonal propertr, oucll ao coke prodt.lcta, ru.J., power and 
tool• and .cjllipaent for uae in the Dl&nutaoture ot other tool• and aacllinerr, 
aaiiiiMd to be empl.OJed Dill¥ ind1Hctl1 in tbe procaaeing of a final prodt.lct 
covered by the priM contract. 

(a) In your .,_,r&ru!lzD to tbe PreoidCit of JuJ.7 15, 1943 you pointed 
out tll&t by tba Joint Regulation of FebN&rJ 11 1943, whicll cl&oaitioa a 
large m.ber of c.....U.tiea u IIUI!Iptad produoto undor Section (1)(1)(11), 
tbe dapertacta ill'f'01Tad .., b&ve ueaadad their ponr by ~~PG~Pting trcm 
ronegotiaticc contract& for •tari&l& falling witbill the cxpraee tor.aa and 
illtCidecl oparaticc ot the etetuta. 1011 pointed out apeciti<>all7 the 111.­
appli<>aticc ot the regul&t.icn to algwlmw ingot, aillce it 1a abundantl7 
clear that both 'beaita and &lt&Da are prior eteteo in tba indt.lltri&l 
proceao, .. are inf..-.1, -.., tll&t the Sec...tariu and other agw>ciaa, 
to 'Oilicll the renecoUaticc .tatute aa -.clad applioo, ratuaad to -
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tho Jo1Dt Ra&al&tion poreaant to the euggaetiOM contained ill rour -
randuot1 chiall7 for the .......,., that &lthou#l botb bwlita and alnwina are 
aul.table for ina8\ri&l ,..., - 90.C tbareot goea into tile prodnction ot 
&lnw1niP 11 .... , it wu ~t that tile~ l<ll' could be d1areiUded 
and the 111cot clae&itied u a ~ of a aina 'Oilicll bad 0 ll<>t. beCI proceeaad, 
ratillad or treated ~ tile liret fora or eteta aul.table for indt.latri&l 
uae, • llo arftllt <>an be fOIZild tor a1'01ding tile plain dicta tee of the etetuta 
be<>auaa the prodDot 1e DOt ~ dietributad betwoan induetriea 1aing it 
tor different pvpo .... 

2 
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'ftle interpret.&tion ot the etatute IIIONoYer cloee not tllnl QPOI1 wbetber 
giveo prod:ucta are ~0714 tor 1.nci1Motrlal uee otber than t'urther proce .. -
in& towar<l the final p:rodnct. It ~ eol&lT \li)OO an interpret.tion ot 
tbe wo...t. • tirat fora or etate auiteble tor in<Uetrial ue.• "Indnetrial 
u .. • in thia cl.&uee cannot rater to the ue ot a final prod:uct, eince tlU.e 
would vitiate the eotire renegotiation etetute. I han be«! unable to 
conceive of an:r incluatrlal uee of a prod:uct inte.-cl.iata bet...., the point 
ot eaveNnce or utraction and tha final product which could be more preperlT 
defined ae an "incUitrlal ue• than tha tiret ua to 10bich the product 1a 
put in incluet17 QPOn ito ...,,....,., or extii'&Ction. It therefore 1e ... in­
dioputable that the form ot the product ~tilT upon a...u-. or ax­
traction 1e in all <>aaee "the lirot fora or etate euiteble tor 1Dduatri&l 
use.• Such an interpret.tiOil, IIOreoYer, gina purpose, not othenriae 
preeent, to tlU.o ax011ption b:r U<Uuding contracto inY01Y1Dg cleplatiOil ot 
natural l"'IIUrC- taclmieal CCIIIicleratico 'llh1ch ~t undlll;r COIIIpllcate 
renegotiation. The etatute 1o 1ID&IIbiguou. CCIIBJ'Ioo b:r authorlsin& the 
Slcret.&rlao •to cletine, 1.nterpret ancl &ppl:r thil a.ption• C&D'lot be 
th~t to han intllldecl to autborba th• to altar the pl&1D -ring ot 
the Act, t.at onlT to aPPlT it b:r cletining and I>UI1Dg tha products 'llh1ch are 
en.ptecl bec&nae the;r are tha tiret lora or ltlte upon eeyar&~~ce or «E­

traciioo. 

It lhoulcl &leo be pointed out that tba tara • joint regul.&Uc:n• u uald 
in Section (i)(1)(U) requirea manl'"'Ne concurrence b:r the d~• in­
volYid in tha tonml&tion ot regulation• clotirtl.llg&ncl interpreting the ex­
llllption. It ~cl, therefore, t'urthar ea• that the Joint Regulation can 
bava no V&liclit;r until the tour corporations brought within the ete.tute b;r 
the &llendlllent of Jul;r 1, 1943 have given it their concurl'«lca. I am informed 
that tlU.e hao not bee clone u :ret. 

(") Tba eecOilcl 11ieapplicatiae ol tha otetuta above relerrecl to reeulte 
tro.. the provieico ol the Joint Regulation, ae _,clld, -.bicb perrlite pro­
clucte therein Gl&oeitied u «PC~Pted to be tel<., at their eetebli~ Mrl<et 
prl<>& r&ther than their actual colt in tha reoagotiation ol the price of a 
eubeeqoa«<t pro<Uot (J..PAB-.2(b)(U)). In tha •- cue of an intagretecl 
concern 'llh1ob prodllc11 tha netur&l procbaoto out of 'llh1cb it aloo -=taoturee 
tba t1nal p:rodnct, tbie regul&tioo ott111 renlte in a.pting t'rca reoagoti&­
tiCIIl a ..abltaDt1al portioo of the profit .,. the t1nal prod:uct, - a rualt 
IUNl;r """"''~'~ AllthorlMd in the otetuta. 

For "'""''a, the pro1'1ta ot llbllling Still Corporati011 oo $73,427,000 
ot "'-&Oti&bla 11111 ..,.... $10,220,000. liT ad,luatiog the cl1tfaranca bet­
actual ooet and the ..mt, prl<>& of p1g 1ron1 pureuant to tha above regulatioo, 
$8,5$0,000 ot thlle protita ...... el1wlneted \b:r liar Dapan->t -gotiaticn 
Contract elated~ 12, 1943) with the ....W.t that the $1,670,000 raad,luetecl 
protite '1011'1 cletendAed to be not -live. Siacll&r raeulto b&Ye - or 
are being obteinacl in tha berlcan Ro'Jl1ng lllll COIIj)&nf liar Departo.>t ..._ 

' 
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nogoU.atioo contract o! J~ 1, 1943 and tho lli~pencor stool 
~ W.ar De~ renogot.iatico - l*'ctl.n&• 
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(c) A good --.ple o! tho abQaoo rooultl.llg tz- tho tirot., third 
and tourt.b o! tho abon lioted lllioapplic.ationo ot tho ot.atuto 1• tho War 
Do~t renegotiation contract with loppero Unitod. Ccapt.IIY o! J~ 26, 
1943· Out ot tot.al 1942 noo-e.,....rcial ~oo ot $8616oo,ooo, $47, 200,000 
wero cxoooptod ao a result ot ouch lllioapplicatione. t29, .300,000 o! ouch 
salol nro aumpted in wbolo or in part bocauoo da...cl mated to product• 
ox•ptod under Section (1)(l)(U). Ot thio $29, .300,000, $16,100,000 repre­
sented tho oonotruotion o! coke pl.ante to lUke coke 111\ich io uood. bJ the 
pig iron, an ..._ted pro<luct; $3,900,000 roprooOlltod. cOIIIIIOdl.tios such as 
val.Yoe, coupl.i.llgo, wood proeonatino and ooko producto to bo wood b7 tho 
priM contractor 1n tho aldng o! an ..._tod. product and $9, .300,000 rep,.._ 
sooted Hloo ot pig iron aD4 otbor ~tOll ..tale, pitch and coke ~. 
all ot 111\icb lwl boOll rotinod or procoooed bo7md tho tirot. otate qpo11 
extraction or ...-.renee. Strangoq """"""' ono tho Joint Regul.otion ot 
FobNal')' 1, 1943 does not puport to cl.aooit)' pitch and coko products u 
UOIIIpt. 

Ot tho $86,6oo,ooo o! noo-e-rcial Hloo ot tho loppel'8 Ca~~p~~n7 
$32,.300, 000 ,.. ... OIXII!IPted 1n whole or in part boc.auoo th17 ,.. ... considered 
oubcontracto tor • roaltr. ..._ted !l'CIII renegotiation under tho lllisinterpro­
tation o! Soctico (a)(S • Article• cl.aeoitied ao "roolt1" 1n the Koppers 
United renegotiation included road tar, rooting, pipe coating, tho con­
otruction ot coke plauto upon rool ootato ot tho prinlo contractor, valves, 
coupling• , and wood praoonativos. It 1o not olo.ar how tho 8X8110J1tion can 
be Dildo to a~ to •t.orialo dastined to boOOIDO a part ot the roolty, ret 
dolivorod b:r tho ~ractor in tho !ora ot poriCilal property, nor bow 
it can be •do to ~ to a conot.ruotico contract 111\ich 1a clearly an 
•agro t to partors all or an:r part o! tho WOI'Ic" within tho et.at.utory 
dotinit.ion. 

(d) 0! tho IICID-C-..ci.al oo111, $10,900,000,..... .._ted 1n whole 
or 111 part ,...... \be fourth ot tho above ..,ticoed ooiaapplic.aticos ot tho 
st.atQt.o on tho theory that tho article oontriblttod only 1Dcl1roctl7 to tho 
procoooinc ot a tiDal procbact.. li:IMplao ot it- dMMd to tall -.. tbio 

; ?leo .area wood pr~~~natino, oclco, tar and pitch products and gat1 
appant.u. 

It 1o obrl.,... n- tho above that tho operation ot tho I'Ollogotiation 
otatllto 1a bo1n& INbjootod to oorioua abllaao and I would thoro!oro .... ..,... 
..,d that tho Proaidoot bo roquoot.ed to aN: tho Socrotarioo ot tho War 
lla"7 aad trouury Dopartooonto, Cha1rMn ot tho llaritillo COIIIioeion and. 
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tho l!o&rta of Director• ot o.r- P1aDt CorporaUon, llet&lo a. .. ,.. 
~. O.t., .. Supplieo CorporoUon an4 Rubber IIMerft c...p.n7 to 
conloria their .Joint-ltegulaUona an4 pracUceo to the ~te ot 
the otetutu. 

•• 

/egd/ Wllldall Berse 

Aeoiotant Attoft117 General 

•. r, " 

• r 
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JSy c!tu Cordtlla 

Aa prev1oualy reported t o lou1 two ahlp­
oenta of gold of apprGKiaatelr .l,zso,ooo 
each, held br the Central Buk 1D thla eoabJ, 
have already l eft the United States houn4 tor 
the Argentina. !'he f•••ral ieaiJ'Te S.U baa 
t.dviud that they have lnatruetlona to ..U 
t. ahipaent of approx!.atel1 $1,250,000 of 
gold wbloh they now hold tor the Central S&Ak, 
on each of the follow~ boata wbloh are 
acbtduled to aail &I 1na1oatedt 

Ieuaau 
San J~Wt 
lltndoaa 
Dl&ll&lltea 
Chloo 
OdleJoa 
Teu.oo 
Chubut 

IIOTuDtP 10 
Hon l:lb6r 12 
lon•r 15 
50Ttabtr 20 · 
lfonabep 25 
Deotabtr 2 
Deoeaber 5 
Deo=aber ~ 

Thu the total •! no ,000,000 in Argentina 
cold 1a aohedulH to lean. the trllitec! Statu 
b;y Dtoeaber IJ. 

REP/hbr 
11-ll-'3 

Sinoere11, 

(Sipe4) 181UT 
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T HE SECRETARY OF' T H ( T REAS U R Y 

WASH I NOY'O N 

lS "rc.vicusl:' re ... crteC: to • o ... , h.o s:.it--
J,Cllt~ ·ol.- o. !l ~I'C.<i• '. ~1:• 1,'. ,CtC C3.ch , 

o:ld 1·.· ,.~ .. c ··cz ·z·•l "'""'' · r ..._. . • ~-· , "...... .., .u. - _ ....... a "j coun~.J , •~ave 

'lhcad lc,t t..c nH'o !-tale: LCtl.'lu .ci· t.e 
.,r 't,;Ul~r~c . ::.e . eo.\erai .. t:sf."lr\ c 3.a k · · .. : tt.aviseC 
ti.'\"; the .. ave icsl:-..;ctio.!.. . c a t .i~meni 
01 ~·.-.roxi ·.tel;· l ,~~ ,C\Jv o .. ~ol .:.ic!..the·· 

' l" r • " t 1 • no. uo .. .1. or· ... e ,Jen rt a:1.,~ , on <. '-C t.. t:1c 
follo' .. · :1- 1·o3.tS 'i".i.:ic:~ ;·e sc~.e 4 -lLi.! tv stt.il l1S 

indi.cutcti : 

I~ua:;u ,.ovcnl'r 
San :uan ! OYC!11\.C l' 
. . cndo~a i.OVC'-lUCl' 

.. lin-:unte~ .. o•1czlcr 
Chico I.ove.1t1. r 
ralle~ os _.:ecc::1~cr 
Teuco Jcce: .1 cr 
C!1ul~i tecc tl' 

'l"hus l~.e tc tal of ··L .. , .... ~ , 
·ol~ is sche~ulec to lc~ve t't 
Uecer::l:er ~ . 

10 
1[ 
lS 
~c 
nr· 

'"' 2 
5 
J 

.... ~,.. i•t .r c~~.:ne 
~ · · ed ~t~te= 

;:on. Cordell Hul l 
Secretor, oi Stat e 
.• usz, in · Lon , D. C. 

!Af...d c, vvvJ., _.( 1/Y'AJl.. cz;t- A( tHAA- c 

{;,. -c tvd 1/V\/ ~ ~ 
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TO 

fA OM 

TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

Secretary Morgenthau 

Randolph Paul 

DI.TR NOV 12 1943 

There is attached a letter f rom Congressman 
A. C. Schiffler suggesting that the Argentine gold 
in this country be frozen . 

There is also attached a proposed reply to 
Congressman Schiffler , together with a memorandum 
to the Secretary of State transmitting the letter 
.,, P"'>'''' ''ply to• bl~tloo . 

Attachments . 
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~ aear MP. S•hl !t l••• 

lt•ter~noe h •4• t o your lett., of llou :ila r 3, 
1!)48 111Ctllt1JII tbd th1 UC.:t\1Dt (;014 lJl \h1a OOU11t'7 
be r,.. .... 

f or roll!' 1DfOI'Mt1oa tht .... Uoa Gf the t .... lJIC 
of AJ'I .. t ne a .. da la tbh aoat.,., 1Ailu4h& tta. 
gGla heU \y t'bo Arf •nttna Cllltnl Bank uut tbe oth• 
Iollar uu\t hall II tbil 101Jat'7 bT .lPi etiUM W 
her Datloaalaf hat \lea an4 1tlll l l tht IU~jeot of 
... ttl£1 •uld-Uoa 117 tU r.tat• u4 Tr ... vr C.. 
pu"-Ab. 

280 

UUIG\I&Il th•ro are IOflUt reuone f or the frot11n& 
of Araaat l• n t tollll-.lt nrfue groUIIIII ainH D&eat lna 
11 re...,Uael u \be but troa wbhh the .ule IOJII.ub 
1\a tlMUL&l ervaUou tbr~ut tU etten l!.U.phva, 
7ft wlU apprMJ.ate tbet th'" are Ulportaat ~llth&l 
eouU...tleaa lMelTel 1a U/1 e!Mh aetloa 111 thla 
Oftw t. SinH \be wal•tloa ef thNe polltle&l 
eea~l..,.tlau 1• the rNpoullt111t7 of the :-.aw 
~~ I ....,, refvHI rov l ethr to tbe ~:..,. .. 
'-7 et Dtatt for b1a aonallanttoa. 

Hoa. A. c. Seblf tltr 

&»ue et a., ...... u., ... 

~leiP 
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lb' ~ Ill'. ~VI 

Por \M S.eretu7 I rtah to eclmocled(w and tJial>l< 
70U tor 'fOUr let •• r of WOft:ber 81 19431 fti'&'M\inoi \ba\ 
\he cold 1A tMa coomt.J7 bel.O:\..~ to Ara-r>U• be tro-. 

'lhb •tt.a- 1e '""""1YiAC ...,. e'-left\1011 end 7"" 
•111 be 1'\u-t"•r ..Svieod •• J'l'O'IP~ •• po.,lble. 

AdMi nl1tret1 .. A1oietan\ 
to \ba ::.ero\er'f 

tt ... Gt Rep .. ... u ..... 
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( 

TO 

FROM 

TREASURY DEPARTMENT 

INTER OI'Piell eOMMUNieATION 

...... 
Secretary Morgenthau 

Randolph Paul 

November 1~, 1943 

As you are aware, Mayor LaGuardia wanted to 

give a s tateoent of his own wording in his short 

wave broadcast to the people of Italy, His ~ 

secretary read the statement, which ie attached, 

over the telephone, We heve no objection to it. 

I t has been cleared with the OJ:'i'ioe of War Ini'orma­

t ion and the War Department i s also awnre of its 

contents. 

This information has been transmitted to 

Uayor LaGuardia • s secretary, Cohe.n. 

Attachment 
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In these days we must t hlnk not only of the 

destruction of the enemy b~t of t he reconstruction of 

countries and of the welfare of the people . I am sure 

that the Italian people are thinking about their internal 

problems and about the preparation of a new Italy. As 

I have told you time and again it ia our desire to come 

to you with succor, not suggestions; bread, not politico . 

Last Thursday the new world-wide Institution for 

the Relief or Occupied and Liberated Countries was formed . 

This agency under the auspices of the Governoent of the 

United Nations will be ready to start work just as soon 

as military conditions permit. The ieo.ders of this 

organization will know what to do. But we have to thlnk 

of the present and do everything possible to send you 

immediate aid knowing that these are the most difficult 

days of ail. As you well know, President Roosevelt, 

having the interest and well-being of the Italian people 

at heart, now has a plan in preparation for permitting 

tile sending of money from residents of the United States 

to .families and relatives in Italy. According to the 
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-~ -

decision of the American Military Command, i t will be 

possible for people here in America to send money to 

their fanilies in Sicily. This is the beginning, and I 

am sure that as soon as established the plan will be 

extended to other parts of liberated I taly. According 

to the decision of the JJilitary Command the plan provides 

for the unding of limitedSipport rem.l.ttancea for the 

purpose of aiding distressed families . I also hope that 

as soon as the military situation will permit it will 

be possible to reestablish postal service between the 

United States and liberated Italy. This too is being 

prepared. You see, therefore, that conditions are 

beginning to show an improvement, slowly perhaps, but an 

improvement nevertheless, end the reestablishment of 

noroal conditions between the two countries is developing 

dq by dq. The Secretary of the Treasury, the Honorable 

Henry Morgenthau, ·has just returned to the United States 

and hea fir st hand information of the civilian situation 

in Italy. This al one makes it very helpful. 
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TREASURY DEPARTMENT 

INfll OffiCI CO,.,_MUNICA.tiON 

DATENovember 12,1 
ro Secretary Morgenthau 

FRoH Randolph Paul 

We eee no objection to Mayor LaGuardia using a 

stat ement along the following lines in hi e short-wave 

broadcast: 

"I am advised by the Secretary of the 

Treasury that the policy of permitting the 

remittance of funds by persona in this country 

to their friends and relatives in Sicily has 

been approved by t he Treasury Department. 

Secretary Morgenthau expects that satisfactory 

ar rangements will shortly be worked out in 

Sicily for effecting these remit tances." 
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r~ ~ -m=•• aawv• 

,.., .AMW''Ift• •a•••• •• 
!01 

lllDDI 

...... ....,otltato.~ 

-.-er 13, 1,..3 

3131 

CCUIDII!:W. 

I lMrwi .. ret• ta fiT J!NYUU wlecr• bW lo..•ber 5, 1~3, 
... 3095· 

I\ h r.p.rW '117 - C.nl at r._.,., \ba' \bare 1o •..U~u 
aa \ba ]1&1'' of UO '-'"• \o oaoll 7or .tp hnioo &nth o\bar t.haa hh 
ow fer,_,.,-· ao a opo<>lal ezeepUoa ... \ba' U 1o ' '•"' -~ \ba 
~ Oft1- ot jzrq at r n•hc \ba' ll.e ....,., oaoh l'orolca larnoo 
&nth '"•" at ....-latlaaa. loi\baf' of \ba M -• ,.,...u. baft ..t­
fldaa\ two&o fer - JI&I'POM ot eoollhc cheol<o n tratto la u.. _, 
rotpirM tu oirUla ~·· _........ Inner, U 1o ..Urotoot 117 
u \ba\ if lu ..,_.._, ..,.... w h- lao\raoUou -' •"-r1saUoao to 
tlaau& ottiMro or UO, ..tfl.cliP\ t..l.o ~\ -· OYailahlo fftll Iaraahi. 
I\ ......U M pnf-.111o \loa\ \ba hUo M • ..,, to '•"•c tn oo••ac 
cheol<o -' &rat\o ~ ao roRltiac 11'111'ol ''-'•• ovroDq proooolo ,., .• u 
haft \o M ooU la tM blacll: .... leo\ ~oro to obtab. Chiu01 aaUooal. 
,...... ... , to aoo\ aoatloq ~-'• tu labao117 ""' o\baf' oh1.11• 
apao1oe tor balaao11 of aaluloo ui all•-••· 11a4o aor porooDMl 
t ... o-r acoao1•• h anl•I.Bc· poellblT ..... MT -. uolol. 

I\ h __. .... ~ tM laftl .t.Uaoll.e \ba\ la"7 ..,... ... , •i&bt 
M U~p~ool \1 ...,....._ U lu ..,... ... , 11 -'1• of' •wU11.Bc to. 

Ia ,.,_, ,.ao1\1T M balol .,..1a1 e:nlr:np ra\o ·~ to aha\ 
30 to 1 - .,.. .... \o U)lloMUo Ml ooanlar ••'-'11.._,. aDi 
aiall~oo U w - Gai\ot lta\eo - tor ooloz'1oo -' ala-a. 
tlal\ol lta\oo ,._. us.., tlal\ol fta\oo ......._ tu J11f1 -' ..uo-o 
..... boo ea1T • .. 1 tar 1\o o; "tvoo tu o-. JVPIMo ~bUb 
If' ......... u \o .... I \ boalco. 

l'ltool\lT U ....U bo a.alro»o \1 ooaala.r \1M pooonUl\7 at -"* T \ ot -..a eallntta la IaUa fof' lalla,....-' \1M oalo of 
\Moo ,.... la ...,, ... , _., tar ~~~ -..-,. ol_., bT w...-1• 
.............. or _, oal.o at ........ oe ....,.. -•• la IaUa. v.tor-\elT 
ao latoi'M\loa -ua1ac t'-lal ....-laUaao aDi ooa\1'111 of \1M IaU.a lo•-• ...,. ... •1•\ haft M&rlac •• .., .a prooolaro 11 pouoeool bT 
- A\ - ,..._, Uao w _, ooaal\ .&Uor of fHMVTo - ro-\lT 
.... a etaq of X.U.'• tl&Molal o1-Uoa, ao ho h _._, troa "he&k'&C• 
0v uo of aotoaal 11'111\ol lta\oo -- ......U bo ... uoa lf orq ..... _ 
_ , ... ao \lllo ooall bo ........ 1\ h taU bT ao \bat I.U. ....... 
....U bo ao • .,..u, oaloahlo ao tlal\ol 1\a\eo OVI'IIIAT la - r.-t•c U.oll: 
--.-. 0. ooanlta\loa roe "ac \lllo oeuoo\loa bo ll.eU wUh !roaoarT 
~ •~~otar-\1 
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i'FJ it!:H :"'r r Stx:REr 
u,., . !);*Rt,.""T' 

tiOT !0 BE RE-1'!WISilll'fEll 

COPY 110 . / v 

Tnfo1m.t1on rceelvecl up t<, 10 ,, , 1.(, 1 l2t.b November, 1?1.) . 

Lf.V,Jlr . l Oto/lHo . KOS Hondo ond I'O'<·r K:.Lm<ro& •:oro • • ch 
"""'"'•rdod by 3 dootroyors . 

BABf !NDIE&. llt.h. Ono ot ~l . fJ , Su~r\nca sanY. a medina abed 
ahtp or! PtlNIJIO, 

FFE::CH FORti'S . Aft.or roplllr 1n OiiHo~ sr;,r£5, BotUesbip (Pronch) 
b YOr~C.in-: up l'roc "oat. A.fricc.n por~s .. rlor to joinint,; oper-.. t.lonal at~U!!.dro:t • 
.. lt.b. ~ ahipa t.ota.lllnf' )8, 000 ~9 hit. ur glldor bo::lb or t.or ·ledo in air et.t:t.! 
on ~•t. bound convoy off ORA!·t. ' 

2 . :ll~tr • .RY 

~· 8th ·'-·rt17 · lOtJ.. l o earrloci out a.\lcce3sful rec:c>!tna~.s:><mct 
Ln C.oout.al area "'"d !l:lprovod our ,actt.1onc n'~Mr "'r~. (~gre.ss on central 
mountAin road h.n=~pored b:r b!d roother fl.nd dor10Ur..lono . 

5th Amy . Stiff eneQl redo tenco oont.1nutxl but counter-ntt.ack:J 
auotnat. U. t. . 1'oreotJ CM.f:lrtnding IJIC.NA!~O~ . .!.I:IO r()o'l.d from north nnd again6t ri~hf 
f'la.nk. of 8rlt.toh forces r-ero i.netfoetl\fe . 

RUS5IA . Ru ssi ann occUI)ied 1mpor't,nnt. OOI!U:Iunle9don c•mt.r e& 55 
miles wont. , 4!i oiloa neat.-south.-.v·oat '1nd ~ !'ltl;)tS ttout.h"tHJt. o!' KtE'.; . 

) . ~\lR OPc:.nh"i'IOUS 

r·~·n•..:t~:t rnour . lOIJ"./UU1. 1 , 122 t.ono •·oro droppod. ut :roo.-.:H •. 
.<lth, "?) m<Y.Iiuo bo~bvro drooppod IJYJ \.o<l3 <>n .. 111 t.'JT/ objectives 1n CHiliOOQP.<; 
PHdnl'\llA 11.t.h "fair to good"~ raa ults 'lnd S. t... of G'!-.-15 :1&;.. ·-ith hit.s ln centre 
t.ara;Jl.-. 9.\ oseort.~ rort.res;;~s (' . l7) drop!" -J 111 toni on !..U.&::.rer. in cloudy 
: cather ' lt.h unobeer:-ld re:sult.s. r.n~- C'l:N•lt.leo lO, J , 2 . OUr:s 1.. fort.res::cs 
•m J rt.u.'ldorbolt4 (P . L7) • .In •.d~itlon 1, 161. rlfllt••· aortlos rero !lcrn. 

1ltb/12t.h. ..ircra!'c deo:•tchod - C.JiNEl: llcrsh!1111n,; yo:rdc Ut, 
( S -,llelng) ; flllt.hlOt" Vill...d\lct (nanr CA.l~lW) tl); :l!J&U.UO:U 12; B~n.i B; fL.,.10V~ 
6 ; IIOCIUil J ; IntN<l •r• 22 ; e.ntl- shippln£ l.l; so·-mlnlnc 1,5 (: ooloolnt;); l011!'l '"· 
6 . knthoor Vlftduot no~ hit b.Jt first r""oort-s on C . .th&iS trdlca~e at.t.J.Lck cone~"'~"" 
t.ro.t"Mi And •uccesoful. • 

illli· 9t.h/10th . 10 tons ,. ••·o droppvd "' I'ON·r.~SSIEVE (9 DHu. 
O«Ot. ot FLO~ICE) hitting r oilT:ay br idpo . 10t.h . 131 t.onn woro d ropped nt. 
llOL7.,JIO (90 mileo N. W. of v;;r:IC£) cuUine T'(.ll•••y llnoo nnd d•muging Duch 
rolting atock . tnvndGr D (A . 36) succoDoful!y attacked tnrsoto in battlo nr?~ 
t~.nd sout.h of J'.Q:AC;. 

;J.!Wili.. lOth . 12 :IHch•lln ( ~ . lS) att:·ckod ~ocks !Uid shiJ•nir•• 

at DIJIU.UO . 

YUOOJL..HA. lOt!: . JlilM.lj.V~~~'gV!,.bour IINO ot. SPLL 
ch•re 1Ar111 ahip md savdnJ. D!1ll cMft ur .. hU.. 

OOD::C~1i:t£. 

JU tr1 (l doatro7><1) . 
lOU> . 
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